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F E D E R A L R E S E R V E B O A R D 

STATIC23-IT FOR THE PRESS 

For immediate r e l e a s e . October 9, 1934. 

EFFECT OF SECTION 8(a) OF SECURITIES 
EXCHANGE ACT ON EXISTING LOANS 

In response t o quest ion whether sec t ion 8(a) of S e c u r i t i e s Exchange 

Act of 1934 and s e c t i o n 10(a) of Regulat ion T r equ i r e b rokers , dea l e r s 

and members of n a t i o n a l s e c u r i t i e s exchanges to pay off before October 

15, any money borrowed p r i o r to October 1, 1934, from persons o ther 

than member banks, nonmember banks which have f i l e d agreements pursuant 

t o sec t ion 11 of r e g u l a t i o n , and o ther brokers , dea l e r s and members of 

na t iona l s e c u r i t i e s exchanges, Board expressed the view t h a t the r e s t r i c -

t i o n s of s e c t i o n 10(a) of the r e g u l a t i o n and s e c t i o n 8(a) of the Act 

apply only to borrowing on r e g i s t e r e d non-exempted s e c u r i t i e s on or 

a f t e r October 1, 1934, when t h i s s ec t i on of the Act became e f f e c t i v e , 

and do not r equ i r e t he paying off of money borrowed before tha t da te 

or p r o h i b i t the renewal or ex tens ion of a loan obtained before t h a t 

da te ; provided t h a t such renewal or extension involves no inc rease in 

the amount of the l o a n . In view of f a c t t ha t v i o l a t i o n of s e c t i o n 8(a) 

of the Act i s a c r imina l o f f e n s e , however, Board 's opinion upon t h i s 

sub jec t would not preclude prosecut ion i f Department of J u s t i c e should 

i n t e r p r e t t he lav/ d i f f e r e n t l y ; and, in case of any doubt, member, b roker , 

or dea le r should ob ta in advice of h i s own counsel . 
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