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DIGEST OF STATE IAWS REIATING TO THE PURCHASE
OR OWNERSHIP OF BANK STOCK BY HOLDING 5
CORPORATIONS. ‘

(Superseding X-6392)

There is given below a digest of the laws of
the several States relating to the purchase or ownership
of the stock éf banks by holding corporation_st This
digest has been prepared by the Office of the General
Counsel to the Federal Reserve Board, with the assistance
of the Counsel to the various Federal reserve banks, and
shows the status of the State legislation dealing with
this subject as of August 1, 1932.

The States not mentioned in this digest ap-
parently have no l|egislation affecting this subject

directly or indirectly.
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ATABAMA.

e c—atad—.

There does not appear fo Ye any legislation in this State
specifically authorizing a holdihg corporatioh to purchase or own
bank stocks; but Section 7015(10) of the Code of Alabama, which re-

B lates to the powers, ‘rights and duties of corporations in generé.l,'
authorizes a corporation "to subscribe for, acquire, hold, and dis-
pose of the stock, bonds or other evidenc;e of indebtedness of any
other corporation of this or any other State or foreign countries,
and while owner thereof to exercise the rights, privileges, and

| powers of ownership, including the right to vote, sﬁbje’cf to the

limitations of such rights in this chapter contained; * * i
ARIZONA.

There do not appear to be any statutes in this State
specifically dealing with this subject. In these circumstances, it
may be that holding corporations are authorized to purchase bank
stocks under the provisioas of Section 579 of the 1928 Revised Code
of Arigona, which became effective J’uly 1, 1929, This section relates
to corporations in general and provides that any corporation shall
have power "{o make conti'acts\, a’cqﬁi‘fe and transfer property, possess-

ing the same powers in such respeét as private individuals now enjoy.

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



B

ARKANSAS.

There do not appsar to be any statutes in this state spe-
cifically authorizing or forbidding a holding corporation to pur-
chase or own bank stock, but Scction 3 of Act No.- 252 of the 1931
Acts of Arkansas, approved March 81,-1931, provides that "any
person or persons,-and/or'any company, co-partnership, corporation.
or other legal entity in which such person or persons own or control
a substantial interest,. owning either singly or jointly an aggregate
of fifty (50) per cent or more of the capital stock of three or more
banks and/or trust companies, thus forming a chain or group of banks
and/orftrust'companies; shall be, and are hereby prohibited from
borrowing from, or becoming indebted to, such banks and/or trust
companies, - thus owned and controlled, in any amount or in any man-
ner"; and this would seem to recognize by implication the right of

holding corporations to own bank stocks. -
CALIFORNIA,

There does not appear to be any statute in this State
which specifically authorizes a holding corporation to purchase
or own bank stocks.. However; the Géneral Corporation Law enacted
by the 1931 Legislature of this.State (C.C. 341), provides that
"Every corporation heretofore or hereafter organized has power
* ** (10) To acquire, subscribe for, hold, own, pledge and other-
wise'dispose‘of and vote shares of stock, bonds and securities of

any other corporation, domestic or foreign."
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There doesvnot appear to be any statute in this State
specifically dealing with the purchase or ownership of bank stock
by holding corporations; but Section 10 of Chapter 262 of the 1929
laws prpvides that a corporatipn formed under the general corpora- .
tionilaw may “agﬁuire, purchase, guarantee, hold, mortgage, ow,
vote,vsell, Pledge and/q: otherwise dispose of and deal in shares
* f * éf other corporations, domestic or foreign'.

There is glso no double liability against stockholders -
of‘state:banks in this State,\but the banking law requires that
sto&kholders at ﬁhe‘time of the orgénization of such banks must
produce satisfactory evidence that they have a net worth over
and above all liabilities and exemptions of at least three times -
the amount of the capital stock taken by them in the process of

such organization. (Sec. 12(e), Banlk Act of 1925).
ILLINOIS.

The General Corporation Law of this State provides that
corporations organized thereunder may "own, purchase or otherwise
acquire * * * gtocks, * * of any corporation, domestic or foreign.®
The statute contains some restrictions, such as forbidding the
holding of stock in a building corporation, but there is no express
prohibition therein upon the right of a corporation to own stock in
a bank, although there may be an implication to that effect. (See
Section 2, page 743, of the Illinois Revised Statutes of 1931, (Smith

and Hurd) prohibiting the organization of a corporation under the
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(I1linois - continued)

provisions of the general corporation law for the purpose of engaging

in a banking business and the case of Central_Lifa'gecurities Company,

v. Smith, 236 Fed, 170), Moreover, Section 6 of the Illinois Banking
Act, by referring to stockholders of banks by the use of the pro-
nouns. "he" or "she", may create the implication that it was intended

that such 'stbckhqlders; should be natural and not artificial persons.
- INDIANA .

There do not appear to be any statutes in this State
specifically guthorizing or forbidding corporations to own bank
stocks; bub se_qtiop,4 of an act of the Indiana Legislature approved

March 2, 1931, provides in part that, "The shareholders in any

corporation forme_d under the provisions of any law of this State

for any purpose v_vha’csoervexf, and the shareholders in any corporation

formed under the laws of any other State or country and admitted to
do business in this state, shall be held individually responsible

for all contracts, debts and engagements of any bank, the shares of

which are held by any sﬁch corporation, each to the amount which the
said shareholder's interests in said corporation, as represented

by his shares of capital stock in the same, bears to the total
-amount necessary to be collected from the holders of shares of
stock in any such bank, * * *"; and this would seem to recognize

by implication the right of holding corporations to own bank stock,

On the other hand, section 2 of chapter 215 of the 1929
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(Indiana - continued)
Acts of Indiana provides that, Wcorporations may be organized for
pecuniary profit under this act for any lawful business purpose or

purposes, except * * * corporations for the conduct of a banking, * *,

trust * * * business". Section 3 of this chapter also authorizes such
corporations "to acquire, gﬁarantee, hold, own and vote and to sell,
assign, transfer, mortgage, piédge or otherwise dispose of the capital
stodk bonds, securlties or eV1denceSof indebtedness of any other
corporatlons domestlc or forelgn," but provides that, "o corporation
.shall by any 1mp11cation or construction, be deemed to possess the

power of carrying on the business of receiving deposits of money,

bulllon or forezgn coing, or of issuing b;lls, notes or other evi-
déﬁces of debﬁ for‘cifcﬁlation as money."

| It thus appears that the prov1sions of the 1929 statute prohlblt
the organizatlon and operation thereunder of a corporatlon to do a
banking bqsiness: and, in these circumstances, the provisions might
be construed és prchibiting a holding corporation fromvowning a con-
trolling interest in the stock of a bank, since such an intefesﬁ
would permit the corporation to control the operation of the bank and
thereby enable it to'accomplish indirectly what the iaw prohibits it
from doing directly. |

Iom.

Section 7940 of the 1927 Jowa Code, which authorizes cor-
porations to hold stock in railway corporations, and Section 8434 of
this Code, which recognizes fhe right of holding corporations to own
stock in a public utility, contain the only provisions of the Iowg Laws
relating to the ownership by corporations of stock in other corporations.

However, Section 9 of.Article VIII of the Iowa Gonstltutlon, which fixﬁs
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(Towa - continued)

thé liability of stockholders of banks and refers to such stockholders
by using the pronouns-‘'he" or “she"', may by implication require stocke
holders in banks to be natural and not artificial persons.

There does not appear to be any legislation in this State
expressly authorizing or forbidding a holding corporation to own bank
stock; but it would seem that the right of corporations to own bank
stock is recognized by implication by reason of a statute enacted in
the year 1931 (Laws of 1931, ch. 83). This statute authorizes the
banlz commissioner or his assistants to examine "any investment or
holding company or corporation which is affiliated with any ‘bank or
trust company". The bank commissioner is also authorized "to exam-
ine any copartnership, corporafion or associatiozj.", domestic or for-
eign, "holding as much as twenty-five per cent of the capital stock
of any bank or trust company doing business in Kansg.s: Provided, That
the bank commissioner may require the deposit of bonds of the United
States, state of Kansas, or of some county, school district or muni-
cipality of the state of Kansas, with the state treasurer to secure
the ghareholders! liability on said sjtock held by it: And provided
further, That if any such copartnership, corporation or association
shall fail or refuse to secure such shareholders! liability as required
of it by the bank commissioner, said copartnership, corporation or
association shall have no power to vote its stock at a shareholders!
meeting nor can said stock thereafter be represented on the board of
directors of said bank or trust company".

-~ KENTUCKY.
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(Xentucky — continued)
porations to hoidzbank stock unless it be Section 567 of Carrollls
Kentucky Statutes, which read as follbws:
| "Nor shall any}corporation directly
or indirectly, engage in or carry on in any
way the business of banking, or insurance of
any kind, unless it has become organized
under the laws relating to banlZing and insur-
ance * *® it
A double llablllty is imposed upon stockholders of banks
for all contracts and liabilities of such banks by Section 595 of
Carroll!'s Kehtudky Statuted.
o | LOUISIANA.
There are no laws in this State dealing specifically
with this éubjéct.‘ Althoﬁgh subdivision II (é) of Section 12, (P, 417),
Act No. 250 of the 1958 Acts of the Louisiana Regular Sess1on, per—
mlts corporatlons "to acquire * * * and to hold, * * * shares * * * of
any other corporatlon, domestic or forelgn", it is not clear whether
this subdivision is an authorization to holding corporationsg to acquire
or hold shares of banking institutions in view of certain other sub-
divisions of Section 12, namely, I and II, Sections 1 (P. 409) and
2 (P, 411) of t%e aforesaid 1928 Acts and Sections 1 (P. 1196) and
5 (P; 1303) of Volume 2 of the 1920 Constitution and Statutes of
Louiéiana. ‘
MICHIGAN.
There do not appear to be any laws in this State specifically
authorizing a holding corporation to purchase or omn bank stocks; but
Section }O of Act No. 327 of the 1931 Public Acts authorizes corpor-

ations in genefal "té guarantee, purchase, hold, sell, assign, transfer,

mortgage, pledge or otherwise dispose of, the shares of the capital
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(Michigan - continued)

by, any other corporation or corporations of this state or any other
state, country, nation or govermment, and while the owner of the
same, to exercise all the rights, powers and privileges of ownership

~including the right to vote thereon if such right be an incident of
the sames * * *n

Section 9968 of the 1929 Compiled Laws of Michigan also
provides that a corporation "shall have power in furtherance of the
objects of its existence, to purchase and hold shares of stock or

- memberships of its own or other corporations organized under the laws
of this or any other state (Jurisdiction or sovereigznty)"; and section
9969 of these laws provides that "when any such corporation shall be
a stockholder’' in any other corporation, as in this subdivision pro-
vided, its president and other officers or any of its directors shall
be eligible to the office of director of such corporation, the same
as if they were individually stockholders therein, and the corporation
holding such stock shall possess and exercise in respect thereof, all
the rights, powers, privileges and liabilities of individual owners
or holders of such stock",

MINNESOTA .

There do not appear to be any laws in this State dealing
specifically with this subject. Withreference to the liability of a
stockhclder in a corporation, Section 1 of chapter 210 of an act
approved April 18, 1931 (Mason's Minnesota Statutes, 1931 Supplqment,
Section 7465-1) provides thét "except as provided by Section 7465,
Mason's Minnesota Statutes of 1927, no stockholder or member of any
corporation or of any cooperative corporation or association, however

or whenever organized, ox a8 o in a Sng o
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(Minnesota — continued)

corporation or association, shall be liable for any debt of said
corporation, cooperative corporation or association®. Section 7465 of
‘Mason's Minnesota Statutes of 1927 to which the act of April 18, 1931,
refers, provides that "Every stockholder shall be personally liable for
corporate debts .in the following cases?:  l. For all unpaid installments
on stock owned by him or transferred for the purpose of defrauding
creditors. 2, For failure by the corporation to comply substantially
"with the provisions as to organization and publicity. 3. For per-
sonally violatirig any of such provisions in the transaction of any cor-
porate business as officer, director, or member, and for fraudulent or
dishonest conduct ‘in the discharge of any official duty®s

"MISSOURI.

There do not appear to be any laws in this State relating
-specifically to this subject, although trust companies may purchase or
hold stock in other banks or trust companies. (Paragraph 9, Section
5429 of the 1929 Revised Statutes of Missouri.)

NEVADA.

There does not appear to be any statute in this State relating
directly to the subject of this digest; but the Geaneral Corporation
law (Comp. Laws of 1929, Sec. 1608, as amended by the Laws of 1931,

Ch. 224, sec. 6) provides that every corporation shall have power

"to guarantee, purchase, hold, sell, assign, transfer, mortgage,
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pledge or otherwi-seb dispose of the shares of the capital stock of
* ¥ % gny other corporation‘or corporations of this. state, or any
other state or govermmunt * * *. M
NEW JERSEY.
There does not appear to be any statute in this State

prohibiting absolutely the ownership of bank stock by holding

corporations. However, section 3 of Chapter 273 of the 1928

laws: prohi‘bitvs corporations that own more than ten per cent of the
stock of any bank or trust company in the State from purchasing after:
the date the statute became effective more than ten per cent of the
stock of any other bank or trust company doing business in the State..
This - statute does not require corporations to dispose of any bank stock
that they may have owned before the law became effective and certain
institutions (enumeréted- in Section 14 of the laws above referred to).
are specifically exempted by Section 3 from its provisions, Section 3
reads é.s followss:

#3. Any corporation, other than corporations
specifically exempted from the provisions of this
act, which now or hereafter owns more than ten
per centum of the number of shares of the capital
stock now or hereafter at any time issued and out-
standing of any bank or trust company or national
bank, now or hereafter doing business in this
State, shall not purchase more than ten per cen-
tum of the number of shares of capital stock at
any time issued and outstanding of any other bank
or trust company or national bank, now or here-
after dcing business in this State.
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(New Jersey - continued)

Section 14, which enumerates the specifically exempted insti-
tutions referred to in Section 3, reads as follows¢

"14. The provisions of this Act and the penal-~
ties thereof shall not apply to the following cor-
porations, v1z.’. Banks and trust companies organized

. under the laws of this State and national banks do-
ing business in this State, nor to such banks, Trust
companies and’ natlonal banks while acting in a fi-
duciary- capa01ty represen’omg any individual or. .
individuals or the estate of any 1nd1vic1ua.l. nor
to any other corporation the entire capital stock
of which is owned by or held in trust for the
shareholders of - any bank or trust company organ-
ized under the laws of this State or any national
bank doing business in this State, in the same rela;- _
tive propor’clon as the stock held in said bank, trust
company or national bank.#

Under the laws of New Jersey,: ‘stockholders of New Jersey
banks and_ trust companies are not subject to a double liability,
as are stockholders of mational banks and of banks and trust companies
in}other Sta.tes; naor do these laws impose such a liability updn |
stockholders of holding corporations.

NEW MEXICO.

There apparently are no laws in this State dealing specifical-
ly with the subject of this digest; but Section 32-301 of the 1929
Annotated Statutes of New Mexico authorizes corporations in general
to "purchase, hold, "{_ * ¥ the capital stock of, * * * any other core-
poration or corporations,.of this or any other. territory or state
* ¥ % U, and no limitation is placed upon the amount of such stock

that may be so purchased or held,
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JORTE DAKOTA.

There do not appear to be any statutes in this State
expressly authorizing or forbidding a holding corporation to purchase
or own bank stock; but section 21 of Chapter 96 of the 1931 Session
Laws, which, among other things, pertains to the transfer of the
capital stock of a State bank, recognizes that a stockholder in such
a bank'may be a corporation as well as a natural person. This section
provides that "every person or corporation becoming a shareholder by
such transfer shall in proportion to his shares succeed to all rights
and liabilities of prior holders of such shares existing by reason of
ownership thereof." A double liability is also imposed upon stockhold-
ers in banks by section 22 6f these laws.

OHIO.
There do not appear to be any laws in this State dealing

specifically with this subject. Stockholders in banlting corporations

are subjected to double liabilities for debts of the banlk (General

Code of Ohio, Section 710-75).
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OKTL.AHOMA.

There do not appear to bé any laws in this State dealing sve—
cifically with this subject and it may be that holding corporations
may purchase and hold stock in banking institutions.

Section 9725 of the 1931 Oklahoma statutes vprovides that
"All corporations organized for any of the purposes authorized by
this section shall have the power to own and hold stock of other
corporations, except as prohibited by the Constitution of this State".

Section 41, Article 9 of the Constitution of Oklahoma,
forbids corporations to own or hold stock in other COmpetitive
corporations engaged in the same kind of business and banks or
trust companies to ovm or 10ld stock in other banks or trust com-
panies, except in those cases where such corporations or banks or
trust companies have acquired such stock to secure or satisfy a
boqg fide indebtedness; and in such cases the stock must be disposed
of within twelve months.

Section 12802 of the 1931 Oklahoma Statutes makes it
unlawful for corporations to combine to place the control of
corporations in the hands of a trustee or a holding éorporation,
if the intent and purpose of such combination is to restrict or
restrain trade.

In view of the above quoted provision of Section 9725
of the 1931 Oklashoma Statutes, and since neither the prohibitions

of the Constitution referred to therein, nor the provisions
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Oklahoma, continued

of Section 12802 of the 1931 Oklahoma Statutes apnear to be
specifically apnlicable, in that the Constitution prohibits

only banks or trust companies from owning or holding stock in

otiier banks or trust companies and does not purport to pro—
hibit corporations in general from owning or holding stock

in other corporations, if the latter are not engaged in the

same kind of business as, and do not compete with, the pur—
chasing corporations, and Section 12802 of the statutes only
affects combinations in restraint of trade, it may be that
holding cornorations may purchase and hold stock in banking
institutions,

OREGON.

Under the provisions of an Act of this State approved
March 9, 1929 (Chapter 444, General Laws of Oregon, 1929;
Oregon Code, 1930, sec. 25-502) any corporation "now or here-
after organized in this state, or licensed to do business here-
in" may own, hold or control the stock of any bank or trust
company and while so owning, holding or controlling such stock
the corporation ig subject to the following restrictionss

(1) Tt shall not borrow money or otherwise

secure credit directly or indirectly, from such

bank or trust company, unless the loan or credit

is adequately secured by collateral other than

stock or evidences of indebtedness of any cor-
poration which it controls,
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Oregon, continued

(2) It shall not sell any stock, securi-
ties or other evidences of indebtedness of any
other corporation which it controls, to or through
the bank or trust company in which it owns or holds
stock; nor can it use such bank or trust company
as an agent for the purpose of selling or other—
wise disposing of such stock, securities or other
evidences of indebtedness withéut first obtaining
permission from the Oregon Corporation Commissioner.

(3) It shall not carry as an asset any ex—

penses incident to organization or to the sale of
stock after organization,

Penalties are prescribed for violations of this act by
corporations or their officers or employees, and all corpora-
tions heretofore organized under the laws of Oregon or licensed
to do business therein must bring themselves withiﬁ the provisions
of this act within six months after the date it became effective.

There is no provision in this act imposing upon the
stockholders of corporations owning or holding stock in banks or
trust companies the liability imposed upon the stockholders of

such banks or trust companies.

PENNSYLVANIA.

There do not appear to be any provisions in the statutes
of this State specifically covering the purchase or ownership
of stock in institutions engaged in a banlking business. However,
under Section 1 of an Act of July 2, 1901 ( P. L. 603, as
amended by an Act of April 18, 1929 ), and Section XX of paragraph

5598 of West's 1920 Pennsylvania Statute Law, it might be held
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Pennsylvania, continued.

that corporations are authorized to exercise this power.

Section 1 of an Act of July 2, 1901 ( P. L. 603, as
amended by an Act of April 18, 1929), provides that " * * * any
corporation created by general or special laws, may purchase,

hold, * * * the shares of the ca:ital stock of * * * any other cor-

poration or cosporations of this or any other State, and while the

owner of said stock may exercise all the rights, powers ahd privil-
eges of ownership, * * *, '

Section XX of paragranh 5598 of West's 1920 Pennsy;vahia
Statute Lawﬁpfovides that a corporation may be formed "For any
lawful purpose not specificaily designated by law, as the puiw
pose for which a corporation may bve formed."

There does not appear to be any statute in this State
expressly providing that stockholders of corporations oﬁhing stock
in banks are subject to a stockholders! 1liability similar to the
liability immosed upon stockholders of banks. Section 1184 of the
Pennsylvania Statu“es imposes a double ligbility uwpon stockholders
of banks and it has been held that stockholders of trust cqmpanies

are not subject to a double liability. (See cases of DeHaven v.

Pratt, (1909), 72 Atl, 1068, 223 Pean. 633, and Gordon, Secretary

. of Bauking v, Winaeberger, (1932) 16 District and County 506 ).
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TENNESSEE..

There do not appear to be any provisions in the statutes of

' this State directly covering the purchase'or ownership of stock in
banking institutions by holding corporations; but section 4084
of the new Code of Tenuessee, which became effective January 1, 1932,
provides that "All private corporations for profit orgenized under the
laws of Tennessee for the transaction of any lawful business, or to
promote or conduct any legitimate object or purpose, shall have the
right, power, privilege, and immmnity to purchase, hold, own,’sell,
transfer, assign, vote, mortgage, nledge, and otherwise deal in stocks,
bonds, or evidence of indebtedness of other corporations in the same
manner and with all the rights, powers, privileges, and immnities of
individual owners, except that this statute shall in no way be construed
to give corporations power to create unlawful monopoliés; trusts, or

combinations in restraint of trade".
TEXAS.

There do not appear to be any statutes in this State dealw
ing specifically with this subject; and, in view of the following, it
is not clear whether or not holding corporations may purchase and hold
stock in banking institutions..

Article 513 of the 1925 Revised Statutes forbids banks
or trust companies "to own more than ten per cent of the capital

stock of any other banking corporationy ¥ * * " unless the ownership
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Texas, continued

of such excess stock "shall be necessary to prevent loss upon a
debt previously contracted in good faith; W ox % U and in such
cases the stock must not be owned for a longer period than six
months.

Article 1302 of the 1925 Revised Statutes permits
private corporations to "purchase, * * * hold, own, * * * shares
of capital stock, * * * of foreign or domestic corporations

not cometing with each other in the same line of business;

provided the nowers and authority * * * cdnferred shall in no
way affect any provision of the anti-trust laws of this Staté“.
Article 7426 of the 1925 Revised Statutes defines a
~trust to be "a combination of capital, * * * by two or more
persons, firms, corporations, * * * : To create, or which may

tend to create, or carry out restrictions in trade or commerce

¥ * * or to create or carry out restrictions in the free pur-

suit of any business authorized or nermitted by laws of this

State" or "To prevent or lessen competition in aids to com-
merce, * ¥ ¥ _ W

Article 7427 of the 1925 Revised Statutes. states
that a mononoly exists when two or more corporations combine
or consolidate to bring the "direction of the affairs" of

such corporations "under the same management or control for
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Texas, continued

the purpose of nroducing, or where such common management or con-
trol tends to create a trust", or where "any corporation acquires
the shares * * * of stock * * * of any other corporation or cor-
norations, for the purpose of preventing or lessening, or where

the effect of such acquisition tends to affect or lessen competition,
whether such acquisition is accommlished directly or through the

instrumentality of trustees or otherwise'.

UTAH.

‘There do not appear to be any laws in this State dealing
specifically with this subject and it may be that holding cérpora~
tions are authorized to purchase and own bank stocks undef the
auxhérity granted to corporations in general by Section 869 of
the 1917 Compiled Laws. This section provides that "the cor—
poration * * * ghall have power to * * * buy, use, mortgage; sell,

or otherwise dismose of personal pruperty * * *M,

VERMONT.

There are no laws in this State expressly prohibiting

the ownership by holding companies of the stock of banks but

there is a provision prohibiting hoiding companies from holding

or acquiring stock in other corporations. Section 4925 of the

1917 General Laws of Vermont contains this prohibition and reads

as follows:
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Vermont, continued

‘ "The corporation shall not be permitted to
acquire or hold stock in other cournorations to

suich an extent that its primary business is the
holding of such stock. A violation of this nro-—
vision shall be cause for the dissolution of

the corporation under the provisions of Section
4944 v

There are no laws in this State immosing upon stockholders
or holding companies a stockholders! liability similar to that

imposed upon holders of bank stock.

WASHINGTON.

There do not apwear ‘to be any provisions in the laws of
this State expressly authorizing the purchase or ownership of
bank stocks by holding cornorations; but section 3810 of Reming-

ton's 1922 Compiled Statutes provides that “any corporation here-

. tofore or hereafter organized under the laws of this state or of

any other state or territory of the United States and doing business
in this state shall have power and authority to subscribe for, acquire
by purchase or otherwise and to own, hold, sell, assizn and
transfer shares of the cansital stock of any other corporation * * *,Y
During the 1929 Regular Session of the Legislature of this
State, a bill knowm as "Sdbstituté House Bill No, 72" was introduced
to restrict the ownership of bank or trust company stock by cor-
porations, to twenty ver cent of the capital stock of such bank

or trust company; but this bill did not pass.
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WEST VIRGINIA.

Under date of February 28, 1929, an Act was passed by the
Legislature of this State affecting the parchase or ownership of
stock in banking institutions by firms, associations or corporations.

(Section 9, Chapter 23, Acts of 1929). Section 9 of this Act pro-

§ vides in part as follows:

"It shall be unlawful for any firm, association or
corporation to purchase and hold stock in any banking
institution organized or authorized to transact business
hereunder for the purpose of selling, negotiating or
trading participation in the ownership thereof either
for the purpose of perfecting control of one or more
such banring institutions or for the purpose of inducing
other persons, firms or cornorations or ‘the general pub-
lic to become particivating owners therein. Nothing
herein shall prevent the ownership of stocks in any such

. banking institution by any corporation for investment
purposes.™

With reference to the liability imposed upon stockholders
in banks, Section 9 provides as follows:

"Each stockholder of any banking institution organized
under the laws of this state, in addition to the liability

imposed upon him as stockholder of a corporation under the

provisions of the general cormoration laws shall be liable

to the creditors of the banking institution, on obligations

accruing while he is a shareholder, to an amount equal to

the mar value of the shares of stock held by him."
WISCONSIN.

In 1929 legislation was enacted in this State regulating the
ownership of stock in benits and trust companies. (Chapter 445,
Wisconsin Laws of 1929 - Published, August 3O, 1929). Relevant
provisions of this act are summarized briefly as follows:

No corporation organized under the laws of Wisconsin is per-
mitted to hold more than ten mer cent of the stock of any bank or

trust comrany, unless seventy-five per cent of the stockholders of

both corporations vote in favor thereof at a meeting especially

Federal Reserve Bank of St. Louis



- 23 - | wrome SUS
Wisconsin, continued.
called for that nurpose..

No State bank or trust company may vote to authorize a foreign
corporation to nurchase stock in such State bank or trust company, un-
less such foreign corporation shall have qualified to do business in
Wisconsin,

Whenever the ownership or control of a majority of the stock
of any State or national bank doing business in Wisconsin is held by
any foreign corvoration which has not qualified to do business in
the State, such bank shall be disqualified to act as a depositary
for any public funds of the State or any subdivision thereof, or
as.a depositary for reserve funds of State banks until such-foreign
corporation shall have qualified to do business in the State.:

Domestic corporations and foreign corpora;ionS'authorized’
to do business in the State which own or control the stock of a
State bank or trust company shall be held liable for any assessment
made against the stockholders of such bank or trust company to the par
value of the stock so owned or controlled; and such holding corparations
are required to deposit with the State Treasurer securities equal to
fifty per cent of the nar value of the stocks of State banks or trust
companies owned or controlled b& such holding companies, except that
the aggregate amount of such securities shall not exceed the largest
amount required to be deposited by Wisconsin trust‘companies.

If the stockholders!‘lisbility of any such holding company is
not fully paid, the stockholders of such holding company are liable for

an assessment sufficient to cover the deficit. .
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