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FBIHClPiLt D t l l ^ ^ C t e S KBfWEEN H.5. 11362 and H.R. 10841. 

On March 7, 1932, Mr. Steagal l introduced H.R. 10241, a b i l l "to 

amend the National Banking Act and the Federal Reserve Act, and to pro-

vide a guaranty fund f o r deposi tors i n na t iona l "banks." On Apri l 14, 

1932, he introduced H.R. 11362, a b i l l having genera l ly the same pur -

poses . In the fol lowing paragraphs, there are se t f o r t h the more import-

ant d i f f e r e n c e s between the two b i l l s , (H.R. 10241 being r e f e r r e d to as 

the old b i l l and H.R. 11362 as the new b i l l . ) 

The old b i l l contained a provis ion e l iminat ing the ex i s t i ng author-

i t y fo r the organiza t ion of a na t ional bank with a minimum cap i t a l of 

$25,000 in a c i t y of l e s s than 3,000 i n h a b i t a n t s . The p rov is ion e l iminat -

ing t h i s au tho r i ty i s r e t a ined i n the new b i l l which provides , however, 

tha t a na t iona l bank may be organized with a cap i t a l of not l e s s than 

$25,000 f o r t h e purpose of succeeding to the business of an ex i s t i ng bank. 

Whereas the old b i l l would have el iminated the double l i a b i l i t y 

of shareholders of na t iona l banks h e r e a f t e r organized except those banks 

which have 'branches, the new b i l l omits the exception as to na t iona l 

banks having branches, thus making the exemption from double l i a b i l i t y 

apply i n the case of a l l na t iona l banks h e r e a f t e r organized. 

The old b i l l contained a provis ion e l iminat ing from the Federal 

Reserve Act the p r o h i b i t i o n upon making co l l ec t i on or exchange charges 

agains t Federal rese rve banks, but the new b i l l would not change the 

law on t h i s s u b j e c t . 

The new b i l l contains c e r t a i n add i t iona l p rovis ions regarding 

na t iona l and member banks: (a) a l imi t upon the r a t e of i n t e r e s t which 

may be paid upon d e p o s i t s , (b) provis ions making the r a t e of dividend 
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which nay be paid, by a member ban1; dependent upon the amount of i t s 

surp lus , and (c) p rov is ions f o r the removal of an o f f i c e r or d i r ec to r 

of a na t iona l bank where h i s serv ice i s detr imental to i t s opera t ion . 

The prov is ions of the old b i l l with r e fe rence to the Federal 

Banking Liquidat ing Board and the Guaranty Fund are a lso amended 

in c e r t a i n p a r t i c u l a r s . The old b i l l provided fo r a t o t a l i n i t i a l 

payment by member banks of $200,000,000 ( in addi t ion to t h e pay-

ments by the United S ta tes and the Federal Reserve Banks) based 

p a r t l y upon demand deposi ts and p a r t l y upon time depos i t s , where-

as the new b i l l provides f o r an i n i t i a l payment by member banks 

of only $100,000,000, based on a l l depos i t s . The new b i l l a l so 

permits nonmember banks to become con t r ibu tors to the guaranty 

fund and to share in i t s b e n e f i t s under c e r t a i n condi t ions , one 

of which i s tha t the cont r ibu t ion of a nonmember bank s h a l l be 
* 

twice the amount requi red of a member bank having the same amount 

of depos i t s . Authori ty i s a lso given by the new b i l l f o r borrow-

ing by the Liquida t ing Board from the 'Reconstruction Finance 

Corporation u n t i l January 22, 1934, up to the maximum of $500,000,000. 
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SUMMARY OF THE PROVISIONS OF H.R. 11362. 

The provis ions of t h i s b i l l d ivide themselves conveniently 

in to four po r t i ons : (a) amendments to the National Banking Laws; (t>) 

amendments to the Federa l Reserve Act; (c) provis ions a f f e c t i n g member 

banks but not amending any s p e c i f i c provis ions of law; and (d) provis ions 

e s t ab l i sh ing a Federal Guaranty Fund f o r deposi tors i n member banks of the 

Federal Reserve System. 

AMENDMENTS TO NATIONAL BAM DIG LAWS. 

The amendments to the National Banking Laws, which are con-

ta ined in Sections 1, 2, 3 and 4 of the b i l l , r e f e r i n a l l cases only to 

na t iona l banks which may be organized h e r e a f t e r . These amendments contain 

th ree important changes i n the law: (1) The ex i s t i ng au thor i ty f o r the 

organizat ion of a na t iona l bank with a minimum c a p i t a l of $25,000 i n places 

of not exceeding 3,000 inhab i tan t s would be replaced by a p rovis ion au-

thor iz ing the formation of a na t ional bank with a minimum c a p i t a l of $25,000 

f o r the purpose of succeeding to the business of an e x i s t i n g bank, (2) no 

na t iona l bank may be organized unless i t has a surplus of not l e s s than 

10# of i t s c a p i t a l s tock , and (3) provis ions f o r the double l i a b i l i t y of 

shareholders of na t iona l banks a re e l iminated. 

Section 1 of the b i l l e l iminates from Section 5138 of the 

Revised S ta tu tes the provis ion that na t iona l banks may be organized i n 

p laces of not exceeding 3,000 inhab i t an t s with a minimum c a p i t a l of 

$25,000, and i n s e r t s a provis ion in l i e u thereof which would permit the 
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formation of a na t i ona l tank f o r the purpose of succeeding to the "busi-

ness of an ex i s t i ng hank, in the d i s c r e t i o n of the Comptroller of the 

Currency, with a minimum c a p i t a l of $25,000. 

Section 3 of the b i l l amends Section 5138 of the Revised S ta t -

u tes so as to provide tha t no na t iona l bank sha l l be organized except 

with an i n i t i a l surplus equal to 10% of i t s cap i t a l s tock , and provides 

a number of corresponding amendments to other provis ions of the na t iona l 

banking laws i n order to make them conform to t h i s requirement. Thus, fo r 

t h i s purpose: 

Section 5168 of the Revised S t a tu t e s , which r equ i r e s the 

Comptroller of the Currency to examine i n t o the condi t ion 

of a na t iona l bank, and espec ia l ly whether 50$ of i t s c a p i t a l 

s tock has been paid i n , i n order to determine whether the bank 

i s l awfu l ly e n t i t l e d to commence bus iness , i s amended to r e -

quire the Comptroller to a s c e r t a i n a lso whether 50$ of the 

required i n i t i a l surplus has been paid i n . 

The Act of November 7, 1918, as amended, providing f o r the 

consol ida t ion of na t ional banks, and fo r the consol idat ion of 

a S ta te bank with a na t iona l bank, i s amended to r equ i re 

tha t the consol idated i n s t i t u t i o n in each such case s h a l l 

have an i n i t i a l surp lus , as well as a c a p i t a l s tock , i n the 

amount requi red f o r the organizat ion of a na t iona l bank i n 

the p lace i n which i t i s loca ted . 
* 

Section 5154 of the Revised S t a tu t e s , providing f o r the con-

vers ion of a Sta te bank in to a na t iona l bank, i s amended to 

r equ i r e tha t the converted i n s t i t u t i o n have an i n i t i a l surplus 
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not l e s s than that required f o r the organiza t ion of a 

na t iona l "bank i n the p lace i n which i t i s loca ted . 

Section 5140 of the Revised S t a t u t e s , r equ i r ing a t l e a s t 

50$ of the c a p i t a l stock of a na t iona l hank to be paid i n 

be fo re i t i s authorized to commence business and the remaind-

er to be paid in in 10$ monthly ins ta l lments i s amended to 

make s imi la r requirements with regard to the requi red i n i t i a l 

su rp lus . 

Sect ion 5141 of the Revised S t a t u t e s , which author izes the 

s a l e of the stock of any shareholder who f a i l s to pay any 

ins ta l lment on h i s stock as required by law, i s amended so as 

to give the same au thor i ty i n the case of a f a i l u r e to pay any 

ins ta l lment of the i n i t i a l surp lus . 

Section 5205 of the Revised S t a t u t e s , which provides for 

assessments upon stockholders of a na t iona l bank i n case i t s 

c a p i t a l s tock i s not paid up or i n case of an impairment there -

i n and fo r the appointment of a rece iver when the def ic iency 

i s not made up within th ree months a f t e r n o t i c e , i s amended to 

provide f o r such assessments where the i n i t i a l surplus i s not 

paid up and f o r the appointment of a rece iver where the de-

f i c i e n c y i n i n i t i a l surplus i s not met wi th in the th ree months' 

pe r iod . Apparently an impairment i n i n i t i a l surplus would 

not be grpunds f o r such an assessment. The provis ion of 

Section 5)305 author iz ing the sa le of the s tock of a share-
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holder who f a i l s to pay such assessment against him would 

be omitted "by t h i s amendment, apparent ly by mistake. 

Section 5143 of the Revised S t a tu t e s , which au thor izes r e -

ductions in cap i t a l s tock of na t iona l banks, i s amended so 

as to include surplus in i t s p rovis ions . The amendment i s 

ambiguous, but apparent ly a l l the present requirements f o r a 

reduct ion of c a p i t a l , including two- th i rds ' vote of share-

holders and approval of the Federal Reserve Board and of 

the Comptroller-of the Currency, would be app l icab le as to 

every reduct ion in surp lus . 

Section 3 of the b i l l amends Section 5151 of the Revised 

S t a tu t e s and Section 23 of the Federal Reserve Act so as to e l iminate 

the provis ion f o r the double l i a b i l i t y of shareholders as to na t iona l 

banks h e r e a f t e r organized. 

Section 4 of the b i l l provides tha t the p rov is ions of Sections 

1, 2 and 3 sha l l apply only to na t iona l banks organized a f t e r the date 

of the enactment of t h i s Act, s t i p u l a t i n g , however, t ha t the p rov is ions 

of law amended by such sec t ions sha l l apply, in t he i r now e x i s t i n g form, 

to a l l na t iona l banks organized p r i o r to the enactment of t h i s a c t . 
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AMEREMENTS TO THE FSDERAL zysvzve ACT. 

Sect ions 5 and 6 of the b i l l conta in amendments to the Federal 

Reserve Act wi th regard to the d i s t r i b u t i o n of earnings of Federal r e -

serve banks, and the g iv ing of immediate c r e d i t by Federal r e se rve banks 

f o r items rece ived f o r c o l l e c t i o n . 

Sect ion 5 would amend the f i r s t paragraph of Sect ion 7 of the Fed-

e r a l Reserve Act so as to provide t h a t the net earnings of each Federal 

r e se rve bank s h a l l be d i s t r i b u t e d as fo l lows: Af te r the nayment to member 

banks of the 6$ dividend now provided f o r and the payment of 10$ of the 

net earnings to su rp lus , one-half of the remainder of the ne t earnings 

s h a l l be pa id to the Federal Guaranty Fund f o r depos i to rs of member banks, 

(provided f o r in l a t e r sec t ions of t h i s b i l l ) and the remaining one-half 

sha l l be pa id to the member banks in p ropor t ion to the amount of t h e i r 

c a p i t a l stock. The payment of the f r a n c h i s e tax by Federal r e se rve banks 

to the United S t a t e s would thus be e l iminated. The second paragraph of 

Section 7, with regard to t h e manner in which funds pa id to the United 

S t a t e s e i t h e r as a f r a n c h i s e tax or upon d i s s o l u t i o n of the Federal r e -

serve bank a r e to be used, i s amended to make t h e necessary corresponding 

changes. 

Sect ion 6 would amend Section 13 of the Federal Reserve Act by 

adding a t the end of the f i r s t paragraph a new paragraph r e q u i r i n g a Fed-

e r a l r e se rve bank upon a p p l i c a t i o n of "a sending bank" to give immediate 

c r e d i t f o r checks and d r a f t s rece ived from such bank f o r c o l l e c t i o n and 

au tho r i z ing the Federal r e se rve bank to charge I n t e r e s t on the amount of the 
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c r ed i t a t the current rediscount ra te pending the co l l ec t ion of the 

item or, with the approval of the Federal Reserve Board, to e s t a b l i s h 

a time schedule f o r t h i s purpose. 

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



i 391 
X-7136-a 

- 7 -

MISCELLANEOUS PROVISIONS NOT AMENDING ANY SPECIFIC 

PROVISION OF LAW. 

Sections 7, 8 and 9 of the b i l l contain ce r t a in provis ions which 

a f f e c t na t i ona l banks and member banks of the Federal Reserve System 

but which do not in terms amend any s p e c i f i c provis ion of the National 

Banking Act, the Federal Reserve Act or any other s t a t u t e . 

Section 7 would p r o h i b i t the payment of i n t e r e s t a t a r a t e in 

excess of 4$ per annum by any member bank of the Federal Reserve System 

upon any depos i t made a f t e r the enactment of the a c t . 

Section 8 would p roh ib i t a member bank (a) to pay any d i v i d -

end unless i t s surplus i s more than 25$ of i t s pa id - in c a p i t a l stock, 

(b) to pay any dividend a t a r a t e in excess of 6$ per annum unless 

i t s surplus i s more than 50$ of i t s pa id - in c a p i t a l s tock, or (c) to 

pay any dividend in excess of 8$, unless i t s surplus i s more than 100$ 

of i t s p a i d - i n c a p i t a l s tock . Where i t s surplus i s more than 100$ 

of i t s p a i d - i n c a p i t a l s tock, the r a t e of dividend would not be l imi ted . 

Section 9 would requi re the Comptroller of the Currency, whenever 

he f i n d s tha t the continued service of any o f f i c e r or d i r e c t o r of a na t ion -

a l bank i s de t r imenta l to i t s safe operat ion, to c e r t i f y t h i s f a c t to the 

Federal Bank Liquidat ing Board (provided f o r in a l a t e r sec t ion of the 

b i l l ) . Within t h i r t y days t h e r e a f t e r the board would be required to ho%d 

a hearing a t which such o f f i c e r or d i r e c t o r would have the r i g h t to be 

heard and be represented by counsel. If the board a f f i rms the f ind ing 
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of the Comptroller, i t would "be required to order the removal of the 

o f f i c e r or d i r e c t o r and to n o t i f y the "bank involved, which must t he re -

upon take such ac t ion as may be necessary to remove the o f f i c e r or 

d i r e c t o r . 

I 
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PROVISIONS FOB GUARANTY FUND FOE DEPOSITORS OF MEMBER BAMS. 

The remaining sect ions of the b i l l , designated Sections 201 to 211, 

and comprising what i s known as T i t l e I I of the b i l l , provide f o r the 

establishment of a Federal Bank Liquidating Board and fo r the guaranty 

cf the depos i t s of member banks. 

Section 201 of the b i l l e s t ab l i shes a Federal Bank Liquidating 

Board cons i s t ing cf the Secretary of the Treasury, the Comptroller of the 

Currency, and three c i t i z e n s of the United S ta tes appointed by the Pres ident 

by and with the advice and consent of the Senate. The appoint ive members, 

not mere than one of whom s h a l l be of the same p o l i t i c a l pa r t y as the 

P res iden t , a re to hold o f f i c e f o r four years and each i s to receive a 

sa la ry of $10,000 per annum. The appointive members are i n e l i g i b l e during 

the time they a re in o f f i c e , and f o r one year t h e r e a f t e r , to hold o f f i c e 

or employment in any member bank or in or on the Federal Reserve Board. 

The Liquidat ing Board s h a l l e l e c t i t s own chairman and other o f f i c e r s 

and may employ and f i x the compensation of i t s o f f i c e r s , a t t o rneys , 

agents , examiners and employees, but the compensation s h a l l not be a t 

a r a t e in excess of $10,000 per annum in any case . Expenses a re to be 

pa id out of the guaranty fund here in provided f o r . 

Section 202 e s t a b l i s h e s a Federal guaranty fund f o r depos i tors 

in member banks of the Federal reserve system. This fund i s to be 

created by payments from three sources; (a) The e n t i r e amount he re to -

fore paid to the United S ta tes as a f r anch i se tax by the Federal reserve 
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"banks s h a l l be pa id by the United Sta tes to th6 guaranty fond; (t>) She 

Federal reserve "banks are to pay to the fund $150,000,000, the amount 

required of each to "be determined pro r a t a according to the amount 

of i t s surplus on December 31, 1931; and (c) The board s h a l l require 

the member banks to pay to the fund such an amount as i t may f i x , not 

exceeding $100,000,000, the amount required of each member bank to be 

determined pro r a t a according to i t s average depos i t s during the precod-

ing calendar yea r . At any tine a f t e r one year subsequent to the pay-

ment of the above amounts, the board -nay, i f in i t s judgment the amount 

of the fund i s inadequate, requ i re the member banks to pay annually to 

the fund not more than $100,000,000 pro ra ted among them according to 

t h e i r average depos i t s fo r the preceding calendar year . Al l sums pay-

able e i t h e r by a Federal reserve bank or by a member "bank a rc subjec t to 

the c a l l of the Liquidat ing Board, except tha t amounts assessed agains t 

member banks s h a l l be payable in ins ta l lments of not more than 25$ of the 

assessment. I f a t any time the amount of the fund exceeds $500,000,000, 

and in the judgment of the Board i s in excess of the amount required for 

the purposes of the law, the Board sha l l make a refund of the excess 

amount to the con t r ibu t ing banks, the amount of the refund to any bank 

being pro r a t ed according to i t s contr ibut ion to the l a s t annual con-

t r i b u t i o n of a l l banks. Sums in the guaranty fund may be invested by the 

board in i n t e r e s t bearing obl iga t ions of the United S ta tes or deposited 

in member banks without i n t e r e s t . 
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Section 203 provides tha t whenever a na t iona l bank which has 

cont r ibu ted to the fund has been closed by i t s d i r ec to r s or by the Comp-

t r o l l e r of the Currency, or has become insolvent in the judgment of the 

Comptroller, he sha l l so c e r t i f y to the l i q u i d a t i n g board, which sha l l 

proceed to take over and wind up the bank in accordance with the lav;. 

The Board i s to have the same powers and dut ies and i s to be subject to 

the same l i m i t a t i o n s as the Comptroller in winding up such a na t iona l 

bank. Within t h i r t y days a f t e r the r ece ip t of the c e r t i f i c a t e of in -

solvency by the board, a committee cons i s t ing of one person appointed 

by the board, one appointed by the owners of a major i ty of the stock 

of the bank and one appointed by the deposi tors of more than 50 per 

cent of the outs tanding deposi ts of the bank sha l l es t imate the value 

of the a s s e t s and the amount of the l i a b i l i t i e s of the bank and make 

a statement of the amount of the outstanding deposit of each depos i tor . 

Section 204 provides that* on the b a s i s of t h i s es t imate , 

as modified by the board, and not l e s s than n inety days a f t e r the 

c e r t i f i c a t i o n of insolvency, the board sha l l pay to each deposi tor 

whose outs tanding deposi t i s not more than $1,000 not l e s s than f i f t y 

per cent the reof , and to each other depositor not l e s s than twenty-

f i v e per cent of h i s outs tanding deposi t , or $500, whichever i s 

g r ea t e r . Within s ix months a f t e r such payment the board i s to pay 

each depositor of the former c l a s s the remaining amount due him (and 

i t would seem to be the in t en t ion to provide tha t other depos i to rs 

s h a l l , wi thin t h i s s ix months1 per iod, be pa id an add i t iona l twenty-

f i v e per cent of t h e i r depos i t s , but no such provis ion i s contained 
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in the b i l l . ) 7 i t h i n the next s ix months per iod an add i t iona l twenty-

f i v e per cent sha l l he pa id to a l l deposi tors not yet paid and within 

s ix months t h e r e a f t e r f u l l payment sha l l be made to a l l depos i to rs . 

Section 205 provides tha t the board, or a l i q u i d a t i n g agent 

duly author ized by the board, may borrow money on the s ecu r i t y of the 

a s s e t s of any insolvent na t iona l bank f o r the purpose of paying i t s 

depos i tors and c r e d i t o r s . 

Section 206 provides t h a t in case of insolvency of a S t a t e 

member bank, the board s h a l l request i t s rece iver or l i q u i d a t i n g agent to 

submit a repor t and est imate such as tha t requi red of the Committee in 

the case of a na t iona l bank; and the board upon approval of such repor t 

and est imate sha l l >ay the rece ive r or l i q u i d a t i n g agent in t r u s t fo r the 

depos i tors the same amounts, and a t the same times, as in the case of 

na t ional banks. For t h i s purpose, the board i s given the power of 

examination of such an insolvent S ta t e member bank. 

Section 207 makes i t mandatory upon the Federal Reserve Board, 

a f t e r hear ing, to f o r f e i t the membership of any member bank f a i l i n g to com-

p l y with the requirements of the b i l l with respect to the Guaranty Fund or 

any r egu la t ion of the Liquidat ing Board; and a nat ional bank f a i l i n g to com-

p l y with such prov is ions of the b i l l s ha l l , in addi t ion , f o r f e i t a l l r i g h t s 

and f r anch i se s granted to i t by the law (apparent ly without any court pro-

ceeding, but upon the bas i s of the hear ing conducted by the Federal Reserve 

Board.) 
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Section 308 provides that any bank, vhich i s not a member of the 

Federal Reserve System, with a c a p i t a l and surplus of not l e s s than 

$25,000, may with the approval of the Liquidat ing Board, con t r ibu te 

to the guaranty fund and upon insolvency the deposi tors of such bank 

s h a l l be e n t i t l e d to the same b e n e f i t s as those of an insolvent S ta te 

member bank under s ec t ion 206 above. No nonmember bank may cont r ibu te 

to the guaranty fund, however, u n t i l a f t e r examination of the bank and 

determination by the Liquidat ing Board tha t the bank i s in sound 

f i n a n c i a l condi t ion and, as a condit ion to the p r i v i l e g e of con t r ibu t ing 

to the fund, the bank must submit to examination by the Board a t any 

time; with a proviso , however, tha t f o r a per iod of not exceeding three 

years a f t e r the passage of the Act, a nonmember bank may share i n the 

b e n e f i t s of the guaranty fund upon c e r t i f i c a t e of the S ta t e examining 

a u t h o r i t i e s t ha t such bank i s i n sound f i n a n c i a l condi t ion . The amount 

of the i n i t i a l con t r ibu t ions and annual cont r ibut ions of nonmember banks 

s h a l l be twice the amount of those requi red of member banks. Sums 

payable by nonmember banks sha l l be subject to c a l l of the Liquidat ing 

Board but the amount of any assessment sha l l be payable i n ins ta l lments 

of not more than 25$ each. The Liquidat ing Board may r equ i r e a 

nonmember bank to withdraw from p a r t i c i p a t i o n in the b e n e f i t s of the 

guaranty fund or r equ i r e i t "to go in to l i q u i d a t i o n and rece ive the 

b e n e f i t s of such p a r t i c i p a t i o n " . Upon withdrawal from p a r t i c i p a t i o n , 

the bank sha l l be pa id a par t of i t s l a s t annual con t r ibu t ion , the 

amount to be repa id decreasing propor t iona te ly according to the 
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number of months which have elapsed s ince such l a s t con t r ibu t ion . 

Section 309 author izes the Liquidat ing Board, u n t i l January 

22, 1934, to borrow from the Reconstruction Finance Corporation 

such sums as may be deemed necessary to carry out the purposes of 

the law, but not in excess of $500,000,000 at any one t ime. The 

Reconstruction Finance Corporation " sha l l make such loans" as are 

appl ied f o r by the Liquidat ing Board and app l ica t ions by the board 

sha l l be p r e f e r r e d above other app l ica t ions and expedited in every 

way pos s ib l e . No secu r i t y s h a l l be requi red fo r such loans and they 

sha l l bear i n t e r e s t a t a r a t e agreed upon by the board and the corpor-

a t i on . Such a loan s h a l l be repaid i n ins ta l lment payments out of 

the guaranty fund and a l l such leans s h a l l be payable i n f u l l not 

l a t e r than January 22, 1942. The Reconstruction Finance Corporation 

i s required to i s s u e , i n accordance with the provis ions of the Recon-

s t r u c t i o n Finance Corporation Act, such notes , debentures , bonds and 

other ob l iga t ions as may be necessary to carry out the purposes of 

t h i s law. 

Section 210 author izes the Liquidat ing Board to make regu la t ions 

^ecessary to carry out the provisions with respect to the Guaranty 

Fund. 

Section 211 author izes appropr ia t ions of such sums as may be 

necessary to carry out the provisions of t h i s a c t . 
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