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Jan . 8 , 1931. 

10 Federal Reserve Board SUBJECT Leg i s l a t ion to "be recom-

SfiOM Mr. Wyatt- General Counsel. mended i n Annual Report. 

I t i s customary for the Board each year to recommend in i t s 
annual r epor t such amendments to the Federal Reserve Act and r e l a t e d 
s t a t u t e s as the Board may deem necessary or adv i sab le . The r e -
po r t i s now "being prepared; but the Board has not ye t readied any dec i -
s ion as to what l e g i s l a t i o n , i f any, i t des i res to recommend. 

Of course, the chances are not very favorable f o r the enactment 
of new l e g i s l a t i o n a t t h i s sess ion of Congress. , The long sess ion of the 
next Congress, however, w i l l commence two or th ree months before the 
Board's next Annual Report would o r d i n a r i l y be submitted; and i t might 
be h e l p f u l to recommend in the 1930 Report such l e g i s l a t i o n as the Board 
would l i k e to have introduced a t the beginning of the next ses s ion . 

In order to a s s i s t the Board i n considering t h i s quest ion, I 
r e s p e c t f u l l y submit below a summary of the various proposed amendments 
to the Federal Reserve Act and r e l a t e d s t a t u t e s which the Board has con-
s idered wi thin the l a s t two years . . At the end of the memorandum there 
are a l s o mentioned c e r t a i n other amendments which the Board might des i r e 
to consider a t t h i s time. There a re a t tached f o r the Board 's f u r t h e r 
informat ion: (1) A summary of a l l amendments to the National Bank Act 
designed to prevent bank f a i l u r e s which were recommended ty the Comptroller 
of the Currency i n h i s Annual Reports f o r the years 1863 to 1930, i n c l u -
s i v e , but which were not enacted by Congress; and (2) Excerpts from the 
Annual Report of the Superintendent of Banks f o r the S t a t e of Hew York 
f o r the year 1930 recommending amendments to the New York Banking Law 
f o r the same purpose. 

AMB8PMBETS mmwrnTPfm-e RECOMMENDED BUT HOT ENACTED. 

An amendment to Section 4 of the Federaj Reserve Act to permit 
an Officer , , d i r e c t o r or employee of a mutual saving* haxib- tri serve a s 
a Class B d i r e c t o r of a Federal reserve b^»vT - This amendment was 
recommended to Congress by the Board i n i t s Annual Reports f o r the 
years 1927, 1928 and 1929, and i n l e t t e r s addressed to the Chairmen 
of the Banking and Currency Committees of the Senate and House under 
date of February 18, 1930. Accordingly, i n the 2nd Session of the 71st 
Congress, Senator Brookhart on Apr i l 2 , 1930, introduced a b i l l 
(S. 4079) containing t h i s amendment, This hi 11 was passed by the 
Senate on Apr i l 14, 1930, and although i t was repor ted out by the 
House Banking and Currency Committee on May 26, 1930, i t has not ye t 
been passed by the House. 

An amendment t o Section 9 of the Federal Reserve Act au thor iz ing 
the Federal Reserve Board to requi re a S ta t e member 'hank to surrender i t s 
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Federal reserve bank s tock and to f o r f e i t i t s membership whenever such 
hank has f a i l e d to comply.with the appl icab le p rov i s ions of the hank-
ing laws of the S t a t e i n % I t i s loca ted . - W i s amendment was 
recommended to Congress by the Board i n i t s Annual Report f o r the year 
1929, "but no b i l l conforming to the Board fs recommendation was i n t r o -
duced i n e i t h e r the Senate or t$te House. l e t t e r s to the Chairmen of 
the Banking and Currency Commi t t e e s of both this Senate and House re con**. 

ng such an amendment and t r ansmi t t ing d r a f t s of a b i l l fo r t h i s 
purpose were prepared by t h i s of f i d e and submitted to the Board on Feb-
ruary 10, 1930, but such l e t t e r s were never sent because i t was fea red 
tha t they would cause confusion with respect to a d i f f e r e n t b i l l a l -
ready pending. 

An amendment to Sect ion 9 of the Federal Reserve Act to 
permit S t a t e member banks to e s t a b l i s h fo re ign branches . - This 
amAndment was recommended;to Congress'by the Board i n i t s Annual ' 
Reports f o r the yea r s 1927, 1928 and 1929, and i n l e t t e r s ad -
dressed to the Chairmen Of the Senate and House Banking and Curren-
cy Committees during 1929. In the 1s t Session of the 71st Con — 
g r e s s , Senator ftorbeck introduced a b i l l (S. 1070) alofig the l i n e 
of the amendment proposed by the Board; but t h i s b i l l was never r e -
por ted out by the Senate Banking and Currency Committee, and no 
s imi l a r b i l l was in t roduced i n the House during t h a t sess ion . In 
the second sess ion of t h i s Congress, Senator Horbeck introduced 
on December 11, 1929, another b i l l (S. 2%6) conforming t o the 
Board 's recommendations; and t h i s b i l l was passed by the Senate on 
Apri l 14, 1930. On j ^ r i l 16, 1930, i t was presen ted to the House . 
and r e f e r r e d by t h a t body to i t s Banking' and Currency Committee. S . 2605 
has not yet been repor ted out by the Banking and Currency Comnittee of 
the House, and no s imi la r b i l l has been introduced i n the House. 

An amendment t o Section 13 of the Federal Reserve Act iDe-
creasing from 15 t o 90 day# the maximum maturi ty of advances made by 
Indera l rese rve banks t o member batiks on t h e i r promissory notes secured 
by paper e l i g i b l e f o r rediscount or f o r purchase by Federal reserve banks. 
An amendment of t h i s k ind has been recommended t ° Congress by the Board 
in i t s Annual Reports f o r the years 1927, 1928 and 1929, and i n l e t t e r s 
addressed to Congress under dates of January 16, 1926, Apri l 24, 1928, 
and March 6, 1930. On January 18, 1926, Mr. McFaddett, i n the 1 s t Session 
of t he 69th Congress, introduced a b i l l (H.R. 7894) conforming to the 
Board 's views but no s imi l a r b i l l was introduced i n the Senate during 
t h a t Congress. I n the 70th Congress, 1 s t Session, Mr. Sumners of Texas 
introduced on March 23, 1928, a s imi l a r b i l l (H.R. 12349) i n the House; 
and i n the 2nd Session of t h i s Congress, Mr. Baird on Apr i l 8, 1930, and 
Mr. McFadden on May 1 , 1930, a l so introduced b i l l s of t h i s k ind i n the 
Senate and House r e s p e c t i v e l y (S. 4139 and H. R« 12068). Hone of the 
b i l l s above r e f e r r e d to has ever been repor ted ou t . 
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An amendment to Section 22 of the Federal Reserve Act tflfiklng the 
robbery or burg lary of any Federal reserve beak or member bank a f e d e r a l 
of fense punishable through the f e d e r a l c o u r t s - An amendment of t h i s 
kind was incorpora ted i n the e a r l i e r d r a f t s of the McFadden B i l l whidh 
l a t e r became known as the Act of February 25, 1927; and d r a f t s of t h a t 
b i l l containing such provis ions were favorably repor ted by the Banking 
and Currency Committees of both the Senate and House of Represen ta t ives . 
These d r a f t s of the b i l l , however, f a i l e d of enactment; and, when the 
b i l l vras re int roduced a t the next Congress, t h i s amendment was omitted* 

The amendment, however, was recommended to Congress by the Board 
. in i t s Annual Report f o r the year 1929, and i n l e t t e r s addressed to 

the Chairmen of the Banking and Currency Committees of the Senate and 
House under date of February 12, 1930. Following the Board 's re com -
mendations, b i l l s were introduced under dates of February 19 and Apr i l 
4 , 1930, by Congressman Hooper and Senator Walcott during the 2nd Ses-
s ion of the 71st Congress in the House and Senate r e s p e c t i v e l y . These 
b i l l s , however, have never been repor ted out by e i t h e r the House or 
Senate Banking and Currency Committees. 

An amendment to Sect ion 22 of the Federal Reserve Act to 
make i t a crime to c i r c u l a t e f a l s e s ta tements about or to black, l i s t 
a member b a n k . ~ T h e r e were contained i n ce r t a in e a r l y d r a f t s of 
the McFadden B i l l , which l a t e r became known as the Act of February 
25, 1927, amendments to the law to make punishable conspiracies to 
boycott or black l i s t or to cause a general withdrawal of depos i t s 
from a member bank. These p rov is ions , however, did not become lan 
although the Federal Reserve Board approved a d r a f t of the b i l l con-
ta in ing such p r o v i s i o n s . During the e a r l y p a r t of 1930, a number 
of b i l l s rrere in t roduced i n the House the general purpose of which 
was to amend the law along the l i n e s s t a t e d above, and, i n re -
sponse t o a request f a r an expression of the views of the Board 
with re fe rence to H. R. 10560, a b i l l on t h i s sub jec t introduced 
by Mr. Brand i n the 2nd Session of the 71st Congress, the 
Board under date of March 27, 1930, addressed a l e t t e r to Con - ' 
gress s t a t i n g the enactment of the b i l l would be b e n e f i c i a l to 
member banks and to t h e i r deposi tors and s tockholders . This 
b i l l vras repor ted out by the House Banking and Currency Committee 
on Apr i l 24, 1930, but i t did not pass the House; and no s imi la r 
b i l l -,?as introduced i n the Senate. 

Ah amendment to Section 22(a) of the Federal Reserve Act making 
i t c l e a r t h a t the p r o h i b i t i o n aga ins t examiners accept ing loans and 
g r a t u i t i e s from member "banks app l i e s to S ta te examiners. - This amend-
ment was recommended to Congress by the Board i n i t s Annual Report f o r 
the year 1929, and i n l e t t e r s addressed to the Chairmen of the Banking 
and Currency Committees of the Senate and House under date of February 
10, 1930. In the 2nd Session of the 71st Congress, Senator Horbeck on 
February 12, 1930, and Mr. Se iber l ing on February 19, 1930, in t roduced 
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b i l l s conforming to the Board's recommendations in the Senate and 
House, r e spec t ive ly (S. 3541 and H. B. 10070)« S« 3541 was passed 
by the Senate on Apr i l 14th, and was presented to the House and r e -
f e r r e d "by t h i s "body to i t s Banking and Currency Committee; but 
n e i t h e r t h i s b i l l nor H. B. 10070 have been repor ted out by the House 
Banking and Currency Committee. 

An amendment exempting Federal reserve banks from attachment 
or garnishment proceedings before f i n a l judgment i n any case or--pro-
ceeding. - The enactment of an amendment of th i s charac ter was recom-
mended to Congress by the Board i n i t s A$mual Beports fo r the years 
1927, 1928 and 1929, and i n l e t t e r s addressed to the Chairmen of the 
Banking and Qirrency Committees of the Senate and House under da te of 
February 14, 1929. Accordingly, in the 2nd Session of the 71st Congress, 
Mr. Fenn on February 18, 1930, and Mr. Norbeck on February 19, 1930, 
introduced b i l l s conforming to the Board's recommendations i n the 
House and Senate, r e spec t ive ly ; but these b i l l s were never repor ted 
out . 

An amendment to the J u d i c i a l Code r e s t o r i n g to the United 
S ta t e s D i s t r i c t Court - jur i sd ic t ion of s u i t s by apd against Federal 
reserve banks. - The Board has recommended the enactment of an 
amendment of t h i s k ind i n i t s Annual Beports f o r ttiie years 1927, 
1928 and 1929, but no b i l l s covering t h i s sub jec t have ever been 
introduced i n Congress. 

AMSDWmS cmSTTT%PTfp BY FSDEBAL B3SERVS BQABP 
BUT HOT BZCOLMEZmZD TO COmBSSS. 

* 

Aiaeridments providing f o r a more equi tab le d i s t r i b u t i o n to 
member banks of earnings of Federal reserve banks. - During the years 
1929 and 1930, a number of b i l l s were introduced i n Congress providing 
fo r a l a r g e r d i s t r i b u t i o n of the earnings of Federal reserve banks 
among member banks, and the Board has gone on record i n i t s Annual Be-
por t f o r the year 1929 as saying t h a t such proposals are sub j ec t s "which 
i n the judgment of the Federal Be serve Board might wel l have the con-
s i d e r a t i o n of Congress i n connection with any l e g i s l a t i o n a f f e c t i n g 
the s t a t u s of member banks of the Federal Beserve System; but the problem 
involves c e r t a i n p r a c t i c a l d i f f i c u l t i e s , and the Board des i res to s tudy 
the sub j ec t f u r t h e r be fo re recommending any S p e c i f i c amendment f o r t h i s 
purpose ." 

On March 13, 1930, i n response to a request fo r a repor t of 
the Treasury Department on S. 3564, a b i l l introduced i n the 2nd Session 
of the 71st Congress to amend Section 7 of the Federal Beserve Act, the 
Sec re ta ry of the Treasury addressed a l e t t e r to Senator Uorbeck s t a t i n g 
tha t he had conferred with the Federal Beserve Board regarding t h i s 
b i l l and tha t the Board disapproved of i t s adoption. I t was s t a t e d tha t 
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"The Federal Reserve Board favors a change i n the e x i s t i n g law which 
would accord to member banks a somewhat l a r g e r percentage of the earn-
ings of Federal reserve banks # a n they a re Sow rece iv ing , but the Board 
be l i eves tha t the p lan of d i s t r i b u t i o n proposed i n t h i s b i l l should not 
be adopted". The Board 's objec t ion to t h i s p a r t i c u l a r b i l l was lodged 
aga ins t the p rov i s ion t h a t , a f t e r the payment of the 6$ dividend to member 
banks and the c rea t ion of the 100$ surplus fund, 10$ of the ne t earnings 
s h a l l then be pa id i n t o surp lus , and the remainder, or 90$ of such ne t 
earn ings , which under the presen t law are pa id to the United S ta t e s as a 
f r anch i se tax , would be d i s t r i b u t e d to the member banks on a pro r a t a b a s i s . 

As s t a t e d above, the Board has expressed the opinion t h a t member 
banks should have a g r ea t e r share i n the excess earnings of Federal reserve 
banks, and the Federal Advisory Council and the December, 1929, Confer-
ences of Federal Reserve Agents and Governors have a l so taken th i s p o s i t i o n . 

An amendment to Section 9 of the Federal Reserve Act and Sect ion 
5240 of the Revised S t a t u t e s regarding examinations of member banks. -
This amendment provided, among other thingis, t h a t a l l examinations of 
member banks should be under the j u r i s d i c t i o n of the Comptroller of the 
Currency, and tha t the expenses of such examinations should be p a i d by 
the Federal Reserve Board out of the proceeds of assessments l ev i ed 
aga ins t the Federal r e se rve banks, ins t ead of being pa id by the banks 
examined. 

This amendment was prepared a t the request of Governor Young 
and vras submitted f o r the considerat ion of the December, 1929, Conferences 
of Federal Reserve Agents and Governors, which recommended tha t the Board 
dec l ine to give i t s approval to t h i s proposed measure. On February 6, 
1930, the Board voted not to recommend the enactment of such an amendment. 

An amendment to the f i r s t paragraph of Sect ion 19 of the Federal 
Reserve Act more c l e a r l y def in ing demand depos i t s , time depos i t s , savings 
depos i t s , e t c . , and making i t more d i f f i c u l t to 6vade the proper c l a s s i f i c a -
t i on of depos i t s f o r the purpose of computing r e s e r v e s . 

An amendment to Sect ion 19 of the Federal Reserve Act au thor ize 
ing member banks i n computing t h e i r r e se rves to deduct "balances due from 
banks" from t h e i r gross demand depos i t s i n s t ead of from "balances due to 
o ther banks". 

An amendment completely r ev i s ing Sect ion 19 of the Federal Re-
serve Act so as to a d j u s t , c l a r i f y and s impl i fy the reserve requirements• 

The Agents' and Governors' Conferences of December, 1929, recom-
mended tha t the above three proposals be submitted to a spec ia l commi t t e e 
f o r s tudy and recommendation, and the Board on February 6, 1930, voted to 
take no ac t ion on these proposals i n view of the f a c t tha t t h i s spec ia l 
committee had been appoin ted . 
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Amendment to the Bankruptcy Act providing t h a t funds i n the 
Custody of the f e d e r a l courts s h a l l be deposi ted with member "banks. «. 
The December, 1929, Conference of Federal Reserve Bank Governors approved 
of an amendment of t h i s k ind send on January 6, 1930* i n the 2nd Session 
of the 71st Congress, Senator Walsh introduced a b i l l (S. 2950) providing 
tha t member banks may be designated depos i t a r i es of bankruptcy funds . 
The Board has not s p e c i f i c a l l y recommended tha t an amendment of t h i s kind 
be enacted, but a t I t s meeting of February 6, 1930, the law Committee 
was author ized to conduct such negot ia t ions as might be necessary to have 
Senator Walsh's b i l l , S. 2950, so amended as to provide tha t bankruptcy 
funds " s h a l l " be deposi ted i n member banks ins tead of "may" be so de-
pos i t ed ; and on February 17, 1930, Mr. Hamlin, ac t ing f o r the Law Committee, 
addressed a l e t t e r to Senator Walsh suggesting t h a t the wording of h i s 
b i l l be changed so as to accomplish t h i s r e s u l t . The b i l l was never r e -
por ted out by the Senate Banking and Currency Committee and no s imi l a r b i l l 
was introduced i n the House. 

Amendment to the National Bank Act l im i t i ng the amount of i n -
vestment by a na t i ona l bank i n bank bui ld ing and f i x t u r e s . - The December, 
1929, Conference of Federal Reserve Agents recommended t h i s amendment, and 
on February 6, 1930, the Board voted to r e f e r t h i s proposal to the 
Comptroller of the Currency. . 

Amendment r equ i r ing the approval of the Federal Reserve Board 
before cha r t e r s a re gran ted to new na t iona l banks r - An amendment of 
t h i s k ind was recommended by recent Conferences of Federal Reserve Agents, 
but the Board voted on February 6, 1930, not to recommend the enactment of 
such an amendment. 

REDISCOUNT OF NOIES REPRESENTING DIRECT LOAMS BY FEDERAL 
IMBRMEDIATB CRJSDIT BAUKS TO .. LIVES TOCK LOASJ COMPANIES. 

On Ju ly 5 Governor Calkins of the Federal Reserve Bank of San 
Francisco inqui red by telegram whether a note with a matur i ty not i n 
excess of nine months which i s given to a Federal in termediate c r e d i t bank 
by a l i v e s t o c k loan company or an a g r i c u l t u r a l c r e d i t corporat ion secured 
by a g r i c u l t u r a l paper i n accordance with tbo terms of the amendment of June 
26, 1950, to the Federal Farm Loan Act i s e l i g i b l e fo r rediscount a t a Fed-
e ra l reserve bank. On Ju ly 9 t h i s o f f i c e advised the Board t h a t such notes 
are not e l i g i b l e fo r rediscount i f the proceeds are used by the l i ve s tock 
loan company or a g r i c u l t u r a l c r ed i t corporation fo r the -purpose of making 
advances or loans to o ther borrowers, but that they a re e l i g i b l e i f the pro-
ceeds a r e used by the ag r i cu l tu r a l , c red i t corporat ion or l i ve s tock loan 
company i n the f i r s t ins tance for an a g r i c u l t u r a l or commercial purpose. 
The Board has not ye t ru led on t h i s quest ion, and I understand t h a t 
some members of the Board are r e l u c t a n t to adopt the ru l ing prepared by 
t h i s o f f i c e . I t has occurred to me, the re fo re , t ha t the Board might 
des i r e to recommend t h a t Congress amend the law so as to make such 
notes c l e a r l y e l i g i b l e for red iscount . 
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SEPEA1 OP EDGE ACT, 

I t has been suggested a number of times t h a t i t might be ad-
v i sab le f o r the Board to re commend tha t Congress repeal s e c t i on 25(a) 
of the Federal Reserve Act, commonly known as the Edge Act, which p ro -
vides f o r the organiza t ion under Federal char te r s of corporat ions to 
engage i n i n t e r n a t i o n a l and fo re ign banking and f o r the examination and 
supervis ion of such corporat ions by the Federal Reserve Board. Only a 
few such corporat ions have been organized; none of them have been very 
s u c c e s s f u l ; and a t p resen t there a re only two such corporat ions engaged 
i n bus iness and one other which has been granted a pre l iminary permit 
to t r a n s a c t such business as may be inc iden ta l to i t s organizat ion but 
which has not ye t pa id i n i t s c a p i t a l and obtained a f i n a l permit to 
t r a n s a c t bus iness . This would ind ica te that the Edge Act i s not p r o -
duct ive of ranch good. On the o ther hand, the Board rece ives numerous 
i n q u i r i e s regarding the organizat ion of such corporat ions and occasional 
app l i ca t ions f o r permits to organize such corporat ions which i n d i c a t e 
tha t the Edge Act o f f e r s a constant temptation to promoters to organize 
such corporat ions s o l e l y f o r the purpose of s e l l i n g s tock the re in with 
the added advantage of being able to adver t i se t h a t such corpora t ions 
are organized under Federal law and are under the supervis ion of the 
Federal Reserve Board. In view of a l l these circumstances, i t might be 
advisable f o r the Board to consider a t t h i s time whether i t should 
recommend to Congress tha t the Edge Act be repealed . 

POWER TO REMOTE DIRECTORS AND OFFICERS 
OF BAKES. , ' 

While no formal recommendation to tha t e f f e c t was made, i t was 
suggested during the l a s t meeting of the Federal Advisory Council t ha t i t 
would enable the Comptroller of the Currency more e f f e c t i v e l y t o take s teps 
to prevent bank f a i l u r e s i f he were authorized to remove from o f f i c e 
d i r e c t o r s and o f f i c e r s of na t iona l banks which a re v i o l a t i n g the 
banking laws, engaging i n unsound c r ed i t p r a c t i c e s , or otherwise manage-
ing t h e i r banks i n a manner l i k e l y to lead to d isas te r . , Such an amendment 
was recommended by the Comptroller of the Currency i n h i s Annual Reports 
f o r the year 1895 and f o r the years 1914 to 1921, i n c l u s i v e . A s imi l a r 
amendment to the New York Banking Law was r ecen t ly recommended by the 
Superintendent of Banks of the Sta te of Hew York i n h i s Annual Report fo r 
the year ending December 31, 1930, page 13. 

I t i s pos s ib l e t h a t Congress would not be w i l l i ng to g ran t such 
d r a s t i c power to a s i ng l e Government o f f i c e r ; but i t might be w i l l i n g to 
au thor ize the Federal Reserve Board to exerc ise such power upon the recom-
mendation of the Comptroller of the Currency. The Board, t h e r e f o r e , may 
des i r e to consider the a d v i s a b i l i t y of recommending to Congress an amend-
ment e i t h e r to the National Bank Act or to the .Federal Reserve Act, g ran t -
ing e i t h e r to the Comptroller of the Currency or the Federal Reserve Board, 
the power to remove o f f i c e r s and d i r e c t o r s of na t iona l banks, and poss ib ly 
of S t a t e member banks, under the circumstances ou t l ined above. 
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OTHER POSSIBLE AifflHPMSEfTS EES I SITED TO PKEV53TT1 BASK FAILURES. 

• " " ' -Sv' . . . • f , 

The Board, might a l so des i re to consider what other amendments to 
the "banking laws could be recommended with a view of prevent ing bank f a i l u r e s . 
To a s s i s t the Board in considering th is quest ion, I r e s p e c t f u l l y submit 
herewith: (1) A summary of a l l recommendations f o r l e g i s l a t i o n of t h i s 
charac ter made by the Comptroller of the Currency in h i s jtitoual Reports 
from the year 1863 up to and including the year 1930; and (2) c e r t a i n 
excerpts from the Annual Report of the Superintendent of Banks of the 
S ta te of New York f o r the year ending December 31, 1930, recommending 
amendments to the New York Banking Law. 

Respec t fu l ly , 

Walter Wyatt, 
General Counsel. 

W OMC-SAD-GC 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



X-6796-I ' 8 4 

EXCERPTS FROM A32IUAI REPORT OF THE SUPERIHMBB2IT OF BANKS 
OF THE STATE OF $TEW YOBK. FCB THE YEAE E3DI1TG DECEMBER 31, 1930. 

(Pages 12 to 15 i n c l u s i v e . ) 

HEf LBJISLATIOlT EECOMME2JI3ED. 

"1. $o amend the Banking Law in order to permit prompt mergers 
of banking i n s t i t u t i o n s i n case of emergency or when, necessary to p r o -
t e c t the i n t e r e s t s of deposi tors and shareholders , "by providing t h a t 
with the approved of the Superintendent of Banks, the boards of d i r e c t o r s 
of any two or more banking i n s t i t u t i o n s may merge such i n s t i t u t i o n s 
under an agreement which w i l l p r o t e c t and preserve the -equit ies of 
the respec t ive s tockholders * Such amendment .might a l s o provide t h a t 
such agreement s h a l l be sub jec t to the approval of a J u s t i c e of the 
Supreme Court of New York. 

"Under the e x i s t i n g law when a banking i n s t i t u t i o n , because of 
lack of l i q u i d i t y or deprec ia t ion i n the value of a s s e t s , can no longer 
s a f e l y be permi t ted to continue i n the conduct of i t s bus iness , the 
Superintendent of Banks i s placed i n the p o s i t i o n of being obliged to 
e i t h e r c lose such i n s t i t u t i o n or urge t h a t i t merge vrith some i n s t i t u t i o n 
having a sound f i n a n c i a l s tanding . The l a t t e r remedy,, providing the merger 
i s a proper one, i s much to be p r e f e r r e d to the f i r s t , f o r the reason t h a t . 
the c los ing of an i n s t i t u t i o n undermines pub l i c confidence gene ra l ly and 
o f t en leads to heavy withdrawals from other i n s t i t u t i o n s . Furthermore, 
the c los ing of a banking i n s t i t u t i o n may r e s u l t in l o s s to depos i tors fo r 
no o ther reason then the f a c t tha t the closing operates to deprec ia te the 
value of c e r t a i n c l a s se s of a s s e t s , not e a s i l y l i q u i d a t e d , though of 
s u b s t a n t i a l value to a going i n s t i t u t i o n . 

"Why not mergers then i n a l l cases where the condi t ion of an 
i n s t i t u t i o n w i l l not j u s t i f y permi t t ing i t to continue i n business? Under 
the p resen t law, mergers to become e f f e c t i v e must be approved by s tock-
ho lde r s . To procure such approval i t may be necessary to inform them of 
the f a c t s n e c e s s i t a t i n g the merger, which i s l i k e l y to lead to u n c e r t a i n t y 
and rumors, r e s u l t i n g i n runs which may cause the i n s t i t u t i o n ' s c los ing be-
fo re the merger can be e f f e c t e d . Furthermore, because of rumors which may 
o r i g i n a t e suddenly, i t becomes necessary i n some ins tances to accomplish 
mergers over n ight i f i n s t i t u t i o n s are to be saved, which under the p r e s -
ent law i s impossible s ince approval by s tockholders must be obtained a t 
a meeting held on two weeks' n o t i c e . 

"For these reasons , and because i t i s a mat ter of g rea t p u b l i c 
i n t e r e s t t ha t banking i n s t i t u t i o n s be closed only i n cases where there i s 
no o ther a l t e r n a t i v e , i t i s urged t h a t the Leg i s l a tu r e , which i s about to 
meet, adopt l e g i s l a t i o n pe rmi t t ing , i n cases where an emergency e x i s t s , 
the merger of banking i n s t i t u t i o n s by ac t ion of the respec t ive boards of 
d i r e c t o r s without the approval of s tockholders . The proposed s t a t u t e , which 
i s now i n process of being d r a f t e d , w i l l permit such a merger only i n cases 
where the Superintendent of Banks declares tha t such ac t ion i s necessary in 
order to avoid c los ing one of the i n s t i t u t i o n s . I t a l s o makes ample p ro-
v i s i o n f o r the p r o t e c t i o n of the i n t e r e s t of s tockholders of the merging 
i n s t i t u t i o n s . 
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"Had the p re sen t law contained such a p rov i s ion , the Baltic of 
United S t a t e s would have "been merged with one of our s t ronges t 
i n s t i t u t i o n s and i t s c los ing avoided. 

"2 . To permit the Superintendent to remove from o f f i c e , o f -
f i c e r s or d i r e c t o r s of tanking i n s t i t u t i o n s who have "been g u i l t y of 

• p e r s i s t e n t v i o l a t i o n s of the hanking law, or of a continuance of un-
s a f e and unsound p o l i c i e s and p r a c t i c e s . 

"3. To permit the Superintendent to i n s i s t upon chargeoffs 
as d i r e c t e d "by the Department, * i t h i n s i x t y days a f t e r r e ce ip t of 
n o t i f i c a t i o n , pe rmi t t ing reserves to he es tab l i shed i n l i e u of 
cha rgeof f s . 

"4. To provide tha t the s tock of a l l banks and t r u s t com-
panies and other corpora t ions sub jec t to the supervis ion of the Bank-
ing Department he evidenced hy ind iv idua l c e r t i f i c a t e s of s tock, which 
s h a l l not he coupled wi th the stock of any other corpora t ion . A l l 
such arrangements e x i s t i n g a t the p resen t time s h a l l terminate wi th in 
two yea r s . 

*5. To l i m i t the extension of c r ed i t and investment of funds 
i n s tock and ob l iga t ions of a f f i l i a t e d corporat ions a s def ined i n Sec-
t ion 39 of the Banking La*, hy providing tha t the aggregate investment 
i n c a p i t a l shares or ob l iga t ions o f , or d i r e c t or i n d i r e c t loans t o , 
or loans secured hy the shares or obl iga t ions o f , any corporat ion 
a f f i l i a t e d with a banking i n s t i t u t i o n and or any subs id ia ry corporat ion 
of such a f f i l i a t e d corpora t ion , s h a l l not exceed i n the aggregate 10 
per cent of the c a p i t a l and surplus of any banking i n s t i t u t i o n . 

"6 . To p r o h i b i t any o f f i c e r , c le rk or other employee of a 
bank or t r u s t company from borrowing from the i n s t i t u t i o n of which he 
i s an o f f i c e r , c l e r k or other enployee and from becoming obl igated 
d i r e c t l y or i n d i r e c t l y , condi t iona l ly or otherwise to such i n s t i t u t i o n . 

"7. To provide t h a t an o f f i c e r of a banking i n s t i t u t i o n s h a l l 
not be permit ted to become an o f f i c e r of any company engaged p r i m a r i l y 
in the bus iness of the purchase and s a l e of s e c u r i t i e s . . 

"8 , To provide t h a t every d i r ec to r of any banking i n s t i t u t i o n 
who i s d i r e c t l y , i n d i r e c t l y , cond i t iona l ly or otherwise obl igated on 
any loan or other extension of c r e d i t made by such i n s t i t u t i o n to such 
d i r e c t o r or other i nd iv idua l , pa r tne r sh ip , unincorporated a s soc i a t i on 
or corpora t ion s h a l l f i l e with such i n s t i t u t i o n once i n each year and 
a t such other times as the Superintendent may r e q u i r e , a statement of 
h i s f i n a n c i a l condi t ion . 

"9 . To change the per iod within which d i r e c t o r s ' examinations 
are to be made to provide f o r such examinations a t l e a s t once i n each 
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" s ix months' pe r iod . The scope of such examinations to include a 
complete review by each d i r ec to r of a l l loans' and investments in 
excess of one- tenth of 1 per cent of the c a p i t a l and surplus of such 
i n s t i t u t i o n (exceeding a minimum of $1000 however) including a l l ex-
tensions of c r e d i t t o a f f i l i a t e d or subs id ia ry companies. At l e a s t 
once i n two successive years such examination i s t o include a couplete 
v e r i f i c a t i o n of depos i t l i a b i l i t i e s . 

"10. To r equ i r e tha t banks and t r u s t companies s h a l l , a t the 
end of each yeax% rezider to s tockholders a r epor t showing the a t t e n d -
ance o f , d i r e c t o r s a t meetings he ld during tha t yea r . 

• * * * * * * . * 

"12. To l i m i t the amount of the funds of any banking i n s t i t u -
t ion tha t may be deposi ted with any other banking i n s t i t u t i o n , g iv ing 
e f f e c t to the varying exigencies a t t ach ing t o the deposi t ing of funds 
with (a) designated reserve depos i t a r i e s ; (b) domestic banking i n s t i -
t u t i o n s not ac t ing as reserve agents ; (c) fore ign banking i n s t i t u t i o n s . 

• * * * , *' * * * 

"14. To omit fo re ign exchange balances c red i t ed to a banking 
i n s t i t u t i o n from the i tems tha t may be deducted from the t o t a l de* 
p o s i t s of such banking i n s t i t u t i o n in a r r i v ing a t the aggregate demand 
depos i t s thereof aga ins t which reserves a re requi red to be maintained* 

* * * * 7 -•* * * * 

"17. To l i m i t the aggregate amount of funds which a banking 
i n s t i t u t i o n may inves t in the s tock, conver t ib le bonds, or other ob-
l i g a t i o n s of o ther corpora t ions . 

* - * * * - * * * # 

"19. To provide t h a t any holding company whi<& owns s tock 
of a banking i n s t i t u t i o n s h a l l be required to maintain reserves or 
su re ty bonds to p r o t e c t the s t a t u t o r y double l i a b i l i t y which a t t a c h e s 
to such s tock . 

* * * # * * * * 

"23. To permit the Superintendent to order , a t the expense of 
a bank or t r u s t company, appra i sa l s of r ea l e s t a t e p r o p e r t i e s owned by 
or mortgaged to such i n s t i t u t i o n , tiy independent, i n p a r t i a l app ra i s e r s 
of recognized s tand ing . " 

|7 86 
Jt-6796-a 
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January 7, 1931. 

SUBJECT? Amendments suggested by Comp-
t r o l l e r s of the Currency from 1863 to 
1930 designed to prevent tank f a i l u r e s . 

In accordance with your reques t , 1 have examined the annual r e -
ports, made to Congress by Comptrollers of the Currency from the year 1863 
down to date to determine what amendments to the law designed to prevent 
bank f a i l u r e s have been suggested by the o f f i c e of the Comptroller of the 
Currency. In compiling the suggested amendments, I ' have omitted any such 
amendments wliich i t appears have been s u b s t a n t i a l l y enacted i n t o laws. In 
a number of cases , the repor t s of the Comptroller of the Currency repeat 
suggest ions f o r amendments which have previous ly been madei In these cases, 
I have omitted such r e p e t i t i o n s unless some mater ia l change has been made 
i n the previous recommendations. The suggested amendments I have discovered 
t r i l l be described below with a c i t a t i o n to the r epor t of the Comptroller of 
the Currency in which the suggestion may be found. 

1863 • 

In h i s r epo r t of 1863, the Comptroller of the Currency suggested 
tha t a number of amendments be made to the National Bank Act. Most of the 
suggested amendments were f o r the purpose of c l a r i f y i n g ex i s t i ng prov is ions 
of the Act and to remove ambiguit ies i n the p rov is ions of the Act . Two of 
the amendments contained i n t h i s r e p o r t , however, were apparent ly made p r i -
mari ly f o r the purpose of avoiding bank f a i l u r e s . 

(1) An amendment providing tha t the f a i l u r e of a na t iona l bank be 
declared prima f a c i e f raudulen t and tha t the o f f i c e r s and d i r e c t o r s under 
whose adminis t ra t ion each insolvency sha l l occur be made pe rsona l ly l i a b l e 
f o r the debts of the bank and be punished cr iminal ly un less i t s h a l l appear 
upon i n v e s t i g a t i o n t h a t i t s a f f a i r s were honest ly adminis tered. This p ro-
v i s ion rras intended to take the p lace of ex i s t i ng l i a b i l i t y of s tockholders 
i n a na t i ona l bank. (Report on the Finances, 1863, p . 51.) 

(2) An amendment to provide t h a t no na t iona l bank sha l l commence 
business r i t h a l e s s c a p i t a l a c t u a l l y pa id in then $50,000. The Comptroller 
a l so suggested tha t a na t iona l bank should not be organized with a cap i t a l 
of l e s s then $100,000* $50,000 to be pa id in a t the commencement of bus i -
ness and the balance i n ins ta l lments of 10% every 60 days t h e r e a f t e r . 
(Heport on the Finances, 1863, p . 5 1 . ) 

1864. 

-To recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1865. 

TO Mr. Wyatt 

FROM Mr. Wingfield. 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s 
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1866. 

(1) An amendment author iz ing the C o n t r o l l e r of the Currency to 
appoint a rece iver rhenever s a t i s f a c t o r y evidence i s furnished t h a t any 
na t iona l hank i s not carrying on the proper "business of hanking; t h a t 
any of i t s r e p o r t s requi red hy law have "been f a l s e or f raudulen t ; t ha t 
i t s funds have been w i l f u l l y misapplied by the o f f i c e r s or d i r e c t o r s i n 
v i o l a t i o n of law or t h a t i t has committed any ac t of insolvency. (Re-
por t of 1865, p . XI I . ) 

(2) An amendment l imi t ing loans to , or depos i t s wi th , p r i v a t e bankers 
or b rokers . (Report of 1866, p . XI I . ) 

(3) An amendment to require monthly r a t h e r than quar te r ly r epo r t s 
of condi t ion of na t iona l banks. (Report of 1866, p . XI I . ) 

1867-1886 

During these years , the Comptroller of the Currency d id not make 
nay not? recommendations fo r amendments to the n a t i o n a l Bank Act designed 
to prevent bank f a i l u r e s . 

1887 

(1) An amendment to p r o h i b i t a major i ty of the board of d i r e c t o r s 
of a na t iona l bank from cons is t ing of the o f f i c e r s of the na t iona l bank. 
(Report of 1887, p . 4 . ) 

(2) An amendment requi r ing d i r e c t o r s of a na t i ona l bank to include 
in t h e i r oath of o f f i c e an obl iga t ion to inform themselves a t a l l t imes 
as to the bus iness and condition of the na t iona l bank. (Report of 1887,p.4) . 

(3) An amendment r e s t r i c t i n g the investment by na t ional banks i n 
r e a l e s t a t e s e c u r i t i e s . (Report of 1887, p . 8 . ) 

(4) An amendment to provide a pena l ty f o r making loans cont rary 
to law. (Report of 1887, page 8 . ) 

(5) An amendment requi r ing the d i r e c t o r s of na t iona l banks to 
charge of f a l l l o s se s and bad debts before the payment of d ividends. 
(Report of 1887, p . 9 . ) 

In h i s r epo r t of 1887, the Comptroller suggested the enactment of 
a na t iona l bank code incorpora t ing a number of changes in the Rat ional Bank 
Act, as i t ex i s t ed a t t h a t t ime. The amendments above described appear to 
be the most important changes suggested and incorporated in t h i s proposed 
code to prevent the f a i l u r e of na t iona l banks. The code i s se t out on 
pages 12-38 of the Henort of the Comptroller of the Currency f o r the year 
1887. 
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1888-1890 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1891 

(1) An amendment to p r o h i b i t ac t ive o f f i c e r s of a National Bank from 
borrowing from the bank with which he i s connected and l imi t ing the loans to 
any d i r e c t o r of a Nat ional Bank to 20$ of the pa id up c a p i t a l of the bank. 
(Report of 1891, p . 31 . ) 

(2) An amendment to requi re the pub l i ca t ion of l i a b i l i t i e s of o f f i c e r s 
and d i r e c t o r s of n a t i o n a l banks. (Report of 1891, p . 31 . ) 

1892 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1893 

An amendment to requi re National Bank examiners to take an oath of 
o f f i c e and to give bond i n such amount and with such s u r e t i e s as the 
Comptroller of the Currency may r equ i r e . (Report of 1893, p . 23 . ) 

1894 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . , 

1895 

An amendment to author ize the Comptroller of the Currency with the 
approval of the Secre tary of the Treasury, a f t e r a hear ing, to remove o f f i -
cers and d i r e c t o r s of National Banks for v io l a t i ons of law and mismanagement 
of the bank. ( Report of 1895, p . 21 . ) 

1896 

(1) An amendment l imi t ing loans to o f f i c e r s of a National Bank and 
requ i r ing tha t a l l loans to o f f i c e r s and d i r e c t o r s of National Banks be 
secured by c o l l a t e r a l or by personal endorsement. ( Report of 1896, p . 100.) 

(2) An amendment to require the d i r e c t o r s of each National Bank to 
make an examination of the batik a t l e a s t once a year and submit a r epor t 
thereof to the Comptroller of the Currency. ( Report of 1896, p , 100.) 

1897-1899 

No recommendation for amendments designed to prevent bank f a i l u r e s . 
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1900 

(1) An amendment to l im i t loans to o f f i ce r ' s ; d i r ec to r s and employees 
of National Banks. (Report of 1900, p . XIV.) 

(2) An amendment p re sc r ib ing a s p e c i f i c pena l ty fo r v i o l a t i o n s of 
Section 5200 Revised S t a tu t e s of the United S t a t e s . (Report of 1900, p.XVIII .) 

1901-1905 

Ho recommendation f o r amendments designed to prevent "bank f a i l u r e s . 

1906 

2To recommendation other than with re ference to extending the j u r i s -
d i c t i on of the Comptroller of the Currency of banks i n the D i s t r i c t of Columbia 
and with re fe rence to the i s sue of currency by na t iona l banks. (Report of 
1906, pages 63-78.) 

1907 

Ho recommendation other than a general d iscuss ion of the need for a 
cen t ra l reserve and note i ssue system. 

1908 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1909 

2To recommendation fo r amendments designed to prevent bank f a i l u r e s , but 
re fe rence i s made to suggestions made by Comptroller of the Currency to the 
Nat ional Monetary Commission. (Report of 1909, page 94.) 

1910 

Ho recommendation fo r amendments designed to prevent bank f a i l u r e s . 

1911 

(1) An amendment to provide tha t any corporat ion which purchases stock 
of a na t iona l bank s h a l l be l i a b l e fo r assessment on such shares . I t appears 
tha t corporat ions which have purchased na t iona l bank stock without having 
a u t h o r i t y under t h e i r char te r to do so, are no t , i n view of c e r t a i n court 
dec i s ions , sub jec t to an assessment on such s tock . This amendment was sug-
ges ted to take care of t h i s s i t u a t i o n . (Report of 1911, page 80.) 

(2) An amendment to provide tha t criminal of fenses a r i s i n g under the 
p rov is ions of the National Bank Act may be prosecuted a t any time wi th in ten 
years a f t e r the commission of the o f fence . (Report of 1911, page 82.) 

1912-1913 

No recommendation for amendments designed to prevent bank f a i l u r e s . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 5 - X—6796-|B 

m± 
(1) i n amendment t o a u t h o r i z e t h e Comptroller of the Currency to 

p e n a l i z e "by impos i t i on of a p p r o p r i a t e f i n e s a l l i n f r a c t i o n s and v i o l a t i o n s 
of law an& the Comptroller*e r e g u l a t i o n s , such f i n e s to be imposed upon the 
o f f end ing o f f i c i a l s , as we l l as upon the bank "by which they a r e employed. 
The Comptroller a l s o suggested t h a t c e r t a i n v i o l a t i o n s of the law and 
r e g u l a t i o n s should, "be pun ishab le by imprisonment as w e l l a s by f i n e s . 
(Report of 1914, page 1 7 . ) 

(2) An amendment f i x i n g a l i m i t upon the aggregate amount which a 
n a t i o n a l bank may l a w f u l l y loan t o or d i scount f o r , d i r e c t l y or i n d i r e c t -
l y , a s i n g l e bor rower , such l i m i t t o be e i t h e r a pe rcen tage of the b a n k ' s 
c a p i t a l and s u r p l u s o r of i t s t o t a l loans« ( Report of 1914, page 1 7 . ) 

(3) A s p e c i f i c amendment a u t h o r i z i n g the Comptrol ler of the Cur-
rency t o impose a p p r o p r i a t e f i n e s f o r d i s r e g a r d of t h e Compt ro l l e r ' s i n -
s t r u c t i o n s wi th r e f e r e n c e to o v e r d r a f t s * (Report of 1914, page 1 8 . ) 

(4) An amendment a u t h o r i z i n g t h e Comptrol ler of the Cusrfcncy t o 
en fo rce t h e adop t ion by each n a t i o n a l bank of a s t a n d a r d s e t o f by- lgws 
cover ing c e r t a i n e s s e n t i a l r u l e s and elementary r e g u l a t i o n s , (Report of 
1914, page 19 . ) 

(5) An amendment a u t h o r i z i n g the Comptroller of the Currency, wi th 
the approval of t h e S e c r e t a r y of t h e Treasury, t o r e q u i r e t h e removal of 
any d i r e c t o r or o f f i c e r of a n a t i o n a l bank g u i l t y of a v i o l a t i o n of any 
of the more impor tan t p r o v i s i o n s of the Ra t i ona l Bank Act and to d i r e c t 
t h a t s u i t be b rough t i n the name of the bank a g a i n s t such d i r e c t o r or o f -
f i c e r f o r l o s s e s s u s t a i n e d by malfeasance or misfeasance i n o f f i c e . 
(Report of 1914, page 1 9 . ) 

(6) An amendment p rov id ing t h a t i f a d i r e c t o r of a n a t i o n a l bank 
does n o t q u a l i f y and forward h i s oa th t o the Comptrol ler of the Currency 
w i t h i n t h i r t y days a f t e r h i s e l e c t i o n , a vacancy s h a l l be immediately de-
c l a r e d and s h a l l be f i l l e d by the remaining d i r e c t o r s and the d e r e l i c t 
d i r e c t o r be made i n e l i g i b l e f o r r e e l e c t i o n dur ing t h a t y e a r . (Report of 
1914, page 19 . ) 

(7) An amendment to p rov ide t h a t no n a t i o n a l bank s h a l l be p e r -
m i t t e d to hold d e p o s i t s i n excess of t en times i t s unimpaired c a p i t a l and 
s u r p l u s . (Report of 1914, page 2 1 . ) 

1915 

(1) An amendment t o p r o h i b i t o f f i c e r s of a n a t i o n a l bank from 
borrowing funds of the bank by which they a re employed. ( Report of 
1915, page 3 2 . ) 

(2) A$ amendment to p r o h i b i t a n a t i o n a l bank f r o m making any loan 
to a d i r e c t o r or a f i r m i n which a d i r e c t o r may be a p a r t n e r wi thou t 
fo rmal a u t h o r i t y of the board of d i r e c t o r s of t h e bank. (Report of 1915, 
page 3 2 . ) . 
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(3) An amendment to r e q u i r e a l l o f f i c e r s or employees of a 
n a t i o n a l bank having custody of i t s funds or s e c u r i t i e s or engaged i n the 
handl ing of i t s money to f u r n i s h s u r e t y "bonds. (Beport of 1915, page 32 . ) 

(4) An amendment p l ac ing a conserva t ive and p rope r l i m i t a t i o n 
upon the aggrega te amount of money any one pe r son , company, c o r p o r a t i o n , 
or f i r m may ob ta in from a n a t i o n a l bank through the d i scoun t ing of com-
merc ia l paper and b i l l s of exchange and p rov id ing a s p e c i f i c p e n a l t y 
e n f o r c e a b l e a g a i n s t the o f f i c e r s and d i r e c t o r s of the n a t i o n a l bank 
r e s p o n s i b l e f o r any v i o l a t i o n of the p rov i s ions of Sec t ion 5200 of the 
Revised S t a t u t e s . ( Beport of 1915, page 32 . ) 

(5) An amendment l i m i t i n g o v e r d r a f t s and making the d i r e c t o r s p e r -
s o n a l l y l i a b l e f o r any v i o l a t i o n of such l i m i t a t i o n s and a l s o r e q u i r i n g the 
o f f i c e r s of the bank to p r e s e n t a t each d i r e c t o r s ' meeting a l i s t of a l l over-
d r a f t s made s ince the p rev ious meet ing. (Beport of 1915, page 33 . ) 

(6) An amendment r e q u i r i n g a l l c e r t i f i c a t e s of depos i t to be signed 
by two o f f i c e r s of t h e bank and p rov id ing a p e n a l t y f o r the i s s u e of any 
such c e r t i f i c a t e not s igned by two o f f i c e r s . (Report of 1915, page 3 3 . ) 

(7) An amendment to p r o h i b i t any o f f i c e r or employee of a n a t i o n a l 
bank from e r a s i n g or caus ing to be e r a sed any e n t r i e s on the books of a n a t -
i o n a l bank and r e q u i r i n g any erroneous e n t r i e s t o be canceled i n such a 
manner t h a t i t i s no t impossible to dec ipher the o r i g i n a l e n t r y . 
(Report of 1915, page 33 . ) 

(8) An amendment l i m i t i n g the amount of i n t e r e s t a n a t i o n a l bank 
may pay on i t s d e p o s i t s to 4$, the r ed i scoun t r a t e of the Federa l r e s e r v e 
bank of the d i s t r i c t or the maximum r a t e al lowed by S t a t e law. (Report 
of 1915, page 3 3 . ) 

(9) An amendment a u t h o r i z i n g the Comptroller of the Currency to 
b r i n g proceedings a g a i n s t d i r e c t o r s of a n a t i o n a l bank f o r l o s s e s s u s t a i n e d 
by the bank through v i o l a t i o n s of the p r o v i s i o n s of the Na t iona l Bank Act 
or the Federa l Reserve Act . (Report of 1915, page 3 4 . ) 

(10) Dae Comptrol ler c a l l e d a t t e n t i o n to the f a c t t h a t a l l d i r e c t -
ors of a n a t i o n a l bank should be r e q u i r e d to se rve by t u r n f o r a s t a t e d p e r i o d 
on the execu t ive committee of the bank, bu t he d i d no t make a s p e c i f i c recom-
mendation f o r l e g i s l a t i o n on t h i s p o i n t . (Report of 1915, page 3 8 . ) 

The Comptrol ler a l s o renewed numerous recommendations f o r l e g i s l a t i o n 
which had p r e v i o u s l y been made by h i s o f f i c e . (Report of 1915, pages 39-42. ) 

1916 

(1) An amendment to provide t h a t any pe r son , f i rm or c o r p o r a t i o n 
o b t a i n i n g a loan or c r e d i t from a n a t i o n a l bank based on a f a l s e s t a tement , 
w i l f u l l y made, of the f i n a n c i a l cond i t i on of the borrower , s h a l l be g u i l t y of 
a f e l o n y pun i shab le by a p p r o p r i a t e p e n a l t i e s . (Report of 1916, page 19 . ) 
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(2) An amendment p rov id ing t h a t the "breaking or e n t e r i n g of a 
Na t iona l Bank f o r the purpose of t h e f t or robbery s h a l l be a crime pun i sh -
ab le under the laws of the United S t a t e s . (Beport of 1916, p . 1 9 . ) 

(3) An amendment p rov id ing t h a t no n a t i o n a l Bank s h a l l be p e r m i t -
ted t o t i e up by inves tment i n any o f f i c e or bank b u i l d i n g an amount i n 
excess of the p a i d - i n c a p i t a l of the bank. (Report of 1916, p . 2 0 . ) 

' " " . 

The Comptroller r epea ted numerous recommendations f o r l e g i s -
l a t i o n con ta ined i n h i s p rev ious r e p o r t s . (Beport of 1916, pp . 14 -19 . ) 

1917 

(1) An amendment to a u t h o r i z e the Compt ro l l e r ' s O f f i c e to r e q u i r e 
Na t iona l banks to s h i f t t h e i r bookkeepers and o ther employees from time to 
time from one desk or s e r v i c e to smother so as t o make i t d i f f i c u l t f o r 
employees to h ide d e f a l c a t i o n s or manipulate books. (Report of 1917, p . 23 . ) 

(2) An amendment p rov id ing f o r the Federal insurance or gua ran tee of 
d e p o s i t s i n Na t iona l banks where the c r e d i t t o any one i n d i v i d u a l amounts 
to a sum no t exceeding $5,000. (Report of 1917, p . 2 4 . ) 

(3) An amendment p r o h i b i t i n g any n a t i o n a l bank from making any 
charge a g a i n s t the account of a d e p o s i t o r except on a charge t i c k e t order 
s igned by a t l e a s t two o f f i c e r s of the bank. (Report of 1917, p . 2 7 . ) 

The Comptrol ler a l s o r epea t ed numerous recommendations f o r l e g -
i s l a t i o n made by h i s o f f i c e i n p r e v i o u s r e p o r t s . (Beport of 1917, pages 
18-22.) 

1918 

No new recommendation or amendment designed t o p reven t bank f a i l -
u r e s b u t numerous recommendations of p r ev ious years a r e r epea t ed i n t h i s 
r e p o r t of the Comptro l le r . 

1919 

No new recommendation f o r amendments to p r e v e n t bank f a i l u r e s 
but numerous recommendations of p rev ious years a r e r epea t ed i n t h i s 
r e p o r t of the Comptro l le r . 

1920 

(1) An amendment to enable a n a t i o n a l bank t o ob ta in r e l i e f i n 
emergency from a Jtederal r e s e r v e bank by use of s e c u r i t i e s o ther than 
e l i g i b l e paper or Uni ted S t a t e s bonds. (Report of 1920, page 5 2 . ) 

(2) An amendment to broaden and s t r e n g t h e n the p r o v i s i o n of law 
which p r o h i b i t s an o f f i c e r of a n a t i o n a l bank from p r o f i t i n g p e r s o n a l l y 
through con t ro l and u s e or misuse of the funds of t h e bank. (Report of 
1920, page 55 . ) 
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(3) The Comptrol ler c a l l e d a t t e n t i o n to the growing p r a c t i c e of 
e s t a b l i s h i n g " s e c u r i t i e s conpanies" as a d j u n c t s to n a t i o n a l banks and 
recommended t h a t Congress enact such p r o t e c t i v e l e g i s l a t i o n as the f a c t s 
obvious t endenc ies and e q u a l l y obvious p e r i l s of the f u t u r e so c l e a r l y 
demand. I n t h i s connect ion the Comptroller sugges ted t h a t such s e c u r i -
t i e s conpanies should be opera ted s e p a r a t e and a p a r t from the n a t i o n a l 
banks . The c e r t i f i c a t e s of s tock i n such c o r p o r a t i o n s should no t be 
t i e d up wi th the s t o c k c e r t i f i c a t e s of n a t i o n a l banks and the manage-
ment of the bank and s e c u r i t i e s co rpora t ion should be e n t i r e l y d i s t i n c t , 
even when the s t o c k h o l d e r s of one a r e the s t o c k h o l d e r s of the o t h e r s . 
(Report of 1920, pages 55-57 . ) 

(4) An amendment to p reven t the a c t i v e and s a l a r i e d execu t ive 
o f f i c e r s of a n a t i o n a l bank with r e sources i n excess of a p r e s c r i b e d 
amount ($3,000,000 or $5,000,000 sugges ted a s such p r e s c r i b e d amount) 
from ho ld ing p o s i t i o n s as d i r e c t o r s , t r u s t e e s , or o f f i c e r s of o the r 
b u s i n e s s , i n d u s t r i a l , r a i l r o a d or o the r commercial c o r p o r a t i o n s , or 
a s s o c i a t i o n s . (Report of .1920, page 57 . ) 

(5) An amendment r e q u i r i n g d i r e c t o r s to f u r n i s h to s tockho lde r s 
a t each annual meet ing a s ta tement of the a s s e t s and re sources of the 
bank, the p r o f i t and l o s s f o r the y e a r , s t a t ement as t o the s a l a r i e s 
p a i d to t h e i r p r i n c i p a l o f f i c e r s , and the average s a l a r y p a i d t o a l l 
employees. (Report of 1920, pages 57-60/ ) 

The Comptroller i n t h i s r e p o r t a l s o c a l l s a t t e n t i o n t o numerous 
recommendations f o r l e g i s l a t i o n which had p r e v i o u s l y been made. 
(Report of 1920, pages 60-68.) • 

1921 

The Comptroller i n t h i s r e p o r t c a l l e d a t t e n t i o n to numerous 
recommendations f o r enactment of l e g i s l a t i o n p r e v i o u s l y made by h i s 
o f f i c e . (Report of 1921, page 11 . ) 

1922 

(1) An amendment to r e q u i r e an i n c r e a s e i n c a p i t a l of n a t i o n -
a l banks commensurate wi th an i n c r e a s e i n depos i t l i a b i l i t i e s . 
(Report of 1922, page 5 . ) 

(2) An amendment to r equ i r e the oath of a d i r e c t o r of a n a t i o n -
a l bank to be f i l e d wi th the Comptroller w i th in t h i r t y days succeeding 
h i s e l e c t i o n and making any d i r e c t o r who becomes d i s q u a l i f i e d by 
hypo theca t ion of h i s s t o c k i n e l i g i b l e to reappointment dur ing the r e -
mainder of the y e a r . (Report of 1922, page 6 . ) 

The Comptroller i n t h i s r e p o r t a l s o c a l l e d a t t e n t i o n t o recom-
mendations f o r enactment of l e g i s l a t i o n p r e v i o u s l y made by h i s o f f i c e . 
(Reper t of 1922, page 5 . ) 
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1923 

ITo recommendation f o r amendments designed t o p reven t 'bank f a i l u r e s . 

1924 

A recommendation f o r the passage of p r o v i s i o n s conta ined i n the 
McFadden B i l l . I t does no t appear , however* t h a t any of the p r o v i s i o n s 
of t h i s b i l l were p r i m a r i l y designed to p reven t "bank f a i l u r e s excep t 
p o s s i b l y the recommendation t h a t t h e r e a f t e r t h e f t s by bank examiners 
and c e r t a i n o the r o f f e n c e s be made pun ishab le under the Federal Law. 

1925 

Comptroller renewed h i s recommendation t h a t the McFadden B i l l 
be e n a c t e d . 

1926 

Comptroller renewed h i s recommendation f o r the enactment of 
the McFadden B i l l . 

1927 

ITo recommendation f o r amendments designed to p reven t bank 
f a i l u r e s . 

1928 

( l ) An amendment to provide f o r r e s t r i c t i o n s on t r u s t companies 
l o c a t e d ou t s ide of the D i s t r i c t of Columbia, but doing a f i d u c i a r y 
b u s i n e s s w i t h i n the D i s t r i c t of Columbia, and to p rov ide f o r s u p e r v i s i o n 
of such t r u s t i n s t i t u t i o n s . (Heport of 1928, page 5 . ) 

1929 

(1) An amendment to permi t n a t i o n a l banks wi th the approval of 
the Comptrol ler of the Currency to e s t a b l i s h branches w i th in the t r a d e 
a r e a s of the c i t i e s w i t h i n which such banks may be s i t u a t e d . (Report 
of 1929, page 5 . ) 

(2) An amendment which would b r i n g bank s t o c k ho ld ing companies 
under some degree of Federa l s u p e r v i s i o n where they own the m a j o r i t y of 
the s tock of more than one n a t i o n a l bank and a f u r t h e r amendment to 
s a f egua rd the s h a r e h o l d e r s ' l i a b i l i t y i n cases where the s t o c k of a 
n a t i o n a l bank i s h e l d by a hold ing company. (Report of 1929, page 9 . ) 

(3) An amendment making i t a c r imina l o f f e n c e t o c i r c u l a t e 
any. f a l s e r e p o r t concerning any member of the Federa l Reserve System 
i n d i c a t i n g inso lvency or unsound f i n a n c i a l cond i t ion or which may tend 
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to cause the wi thdrawal of depos i t s from such hank. (Report of 1929, 
page 1 0 . ) 

(4) An amendment to empower the Comptroller of the Currency 
to make r e g u l a t i o n s governing savings "banks or t r u s t companies doing 
a banking b u s i n e s s i n the D i s t r i c t of Columbia, (Report of 1929, 
page 1 0 . ) 

(5) An amendment p r o h i b i t i n g b u i l d i n g and loan a s s o c i a t i o n s 
from doing bus ine s s i n the D i s t r i c t of Columbia except wi th the p e r -
miss ion of the Comptrol ler . (Report of 1929, page 1 0 . ) 

1930 

(1) An amendment to a u t h o r i z e a committee composed of the 
S e c r e t a r y of the Treasury , the Governor of the Federa l Reserve Board, 
and the Comptroller of t h e Currency, to s e l e c t c i t i e s which a r e 
commercial c e n t e r s i n the United S t a t e s and to map out t h e i r t r a d e 
a r e a s ; to d e f i n e the term " t r ade a r e a " ; t o a u t h o r i z e n a t i o n a l banks 
s i t u a t e d i n any such c i t i e s , with the approval of the Comptroller of 
the Currency, to e s t a b l i s h branches w i th in the t r a d e a r e a of the 
c i t y ; and to r e q u i r e t h a t t h e p a i d - i n c a p i t a l s t ock of any n a t i o n a l 
bank so e s t a b l i s h i n g branches s h a l l not be l e s s than $1,000,000, and 
t h a t the r a t i o of i t s c a p i t a l and s u r p l u s to d e p o s i t s s h a l l be main-
t a i n e d a t not l e s s than 1 to 10. ( Report of 1930, page 5 . ) 

(2) An amendment to permi t any banks s i t u a t e d w i th in a t r a d e 
a r e a to c o n s o l i d a t e , wi th the approval of the Comptrol ler of the 
Currency, under a n a t i o n a l c h a r t e r and to s p e c i f i c a l l y a u t h o r i z e the 
Comptrol ler to d isapprove any such conso l i da t i on upon the ground t h a t 
i t might r e s u l t i n an undue concen t r a t i on of banking c a p i t a l w i t h i n 
the t r a d e a r e a . (Report of 1930, page 5 . ) 

(3) An amendment c o n f e r r i n g upon the Comptrol ler of the 
Currency such v i s i t o r ! a l powers as may enable him to examine i n t o the 
a f f a i r s of any c o r p o r a t i o n which owns or c o n t r o l s a m a j o r i t y of the 
s t o c k of any n a t i o n a l bank. (Report of 1930, page 6 . ) 

(4) An amendment p r o h i b i t i n g any co rpo ra t ion from owning the 
m a j o r i t y of the s t o c k of any n a t i o n a l bank i f a t the same time i t 
owns the m a j o r i t y of the s tock of a S t a t e bank. (Report of 1930, 
page 6 . ) 

(5) An amendment to p r o h i b i t a n a t i o n a l bank from loan ing 
upon the s e c u r i t y of the s tock of a co rpora t ion which may own the 
m a j o r i t y of the s t o c k of such n a t i o n a l bank. (Report of 1930, page 6 

(6) An amendment to a u t h o r i z e the Comptroller of the Cur-
rency to examine s e c u r i t y or investment companies a f f i l i a t e d wi th 
a n a t i o n a l bank. (Report of 1930, page 10 . ) 
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The Comptroller of the Currency i n h i s r e p o r t f o r 1930 a l s o 
renewed a number of recommendations f o r l e g i s l a t i o n which were con-
t a i n e d i n h i s p r ev ious Aaiiti&l Repor t s . 

R e s p e c t f u l l y , 

B- Magruder Wihgf ie ld 
A s s i s t a n t Counsel. 

BMf-omc-sad 
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