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H R 7887
[Omit the part inclosed in brackets and insert the purt printed in italic.)

AN ACT To provide for the establishment of Federal reserve banks, to furaish
au elastic currency, to afford menns of rediscounting connmercinl paper, to
establish a nore effective supervision of banking in the United Siates, and
for other purposes.

Bs it enacted by the Senate and Houss of Representatives of the
United States of America in Congress assembied, That the short
title of this act shall be the * Federal reserve act.”

Whererer the word “bank™ is wsed in this act, the word shall
be Aeld to include State bank, banking association, and trust com-
pany, cacept where national banks or Federal reserve hanks are
apecifically referred to.

FEDERAT, RESERVE DISTRICTS.

Sec. 2. [That within ninety days after the passage of this act, or
as5] s soon [thereafter] as practicable, the Secretary of the Treas-
ury, [the Secretary of Agriculture, and the Comptroller of the Cur-
rency.] and not less than two members of the Federal veserve board,
acting as “ The reserve bank organization committee,” shall desig-
nate Efmm among the reserve and central reserve cities now author-
1zed by law a number of such] eight cities to be known as Federal
reserve cities, and shall divide the continental United States. incluvd-
ing Aluska, into districts, each district to contain one, and only one,
of such Federal reserve cities. 7'he determination of said organiza-
tion committee shall not be subject to revicw except by the Federal
reserve bowrd when organized: Provided. That the districts shall
be apportioned with due regard to the convenience and customary
course of business [[of the community] and shall not necessarily

coincide with the area of such) be coterminous with any State or

tates [as may be wholly or in part included in any given district}.
The districts thus created may be readjusted and new districts may
from time to time be created by the Federal reserve board [here-
inafter established, acting upon a joint application made by not less
than ten member banks desiring to be organized into a new distriet].
The districts thus censtituted shall be known as Federal reserve dis-
tricts and [shall] »ay Le designated by number [‘a(‘cnrding to the
pleasure of the organmization committee. and no Federal reserve dis-
trict shall be abolished, nor the leeation of a Federal reserve bank
changed. except upon the application of three-fourths of the mem-
ber banks of such distriet}. A wmjority of the organization comu-
mitteey shall vountitute a quorum with authority to act.

[The organization committee shall. i accordance with regula-
tions to be established by itself. proceed to organize in each of the
reserve cities designated as hereinbefore specified a Federal reserve
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bank. Each such Federal reserve bank shall include in its title the
name of the city in which it is situsted, as * Federal Reserve Bank
of Chicago,” and so forth. The total number of reserve cities desig-
nated by the organization committee shall be not less than twelve,
and the organization committee shall be authorized to employ coun-
sel and expert aid. to take testimony. to send for persons and papers,
to administer oaths, and to make such investigations as may be
deemed necessary by the said committee for the purpose of determin-
ing the reserve cities to be designated and organizing the reserve
districts hereinbefore provided.

Every national bank located within a given district shall be
required to subscribe to the capital stock of the Federal reserve bank
of that distriet a sum equal to twenty per centum of the capital stock
of such national bank fully paid in and unimpaired, one-fourth of
such subscription to be paid in cash and one-fourth within sixty days
after srid subscription is made. The remainder of the subscription
or any part thereof shall become a liability of the member bank,
subject to call and payment thereof whenever necessary to meet the
obligations of the Federal reserve bank under such terms and in
accordance with such regulations as the board of directors of said
Federal reserve bank may prescribe: Provided, That noj

Said organization committee shall be anthorized to employ counsel
and expert aid, lo take testimony, to send for persons and papers, to
administer oaths, and to make such investigation as may be deemed
necessary by the said committec in determining the veserve districts
and in determining the cities within such districts where such Federal
reserve banks shall be screrally Tocated. The said committee shall
supervise the organization. in each of the citics designated, of a Fed-
eral reserve bank, which shall include in its title the name of the city
in which it is situated. as “Federal Reserve Bank of Chicago,” and
so forth,

Under requlations to be prescribed by the organization committee,
every national banking association is hereby required and every
eligible bank is hereby authorized to signify in writing, within sivty
days after the passage of this act, itz acceptance of the terms and
provigions hereof. When such Federal vescrve bank shall hare been
organized, every national banking association within that district
shall be requircd and cvery eligible bonk may be permitted to gub-
seribe to the capital stock thereof in a sum equal to sir per centum of
the paid-up capital stock and swrplus of such bank, onc-siwth of such
subscription to be payable on call of the organization committee or of
the Federal reserve hoard, one-sixth within three months and onc-
sizth within siz monthe thercafter, and the remainder of the sub-
geription, or any part thereof, shall be subject to call when deemed
necessary by the Federal reserve board, said payments to be in gold
or gold certificates.

The shareholders of every Federal reserve bank shall be held
individually responsible, cqually and ratably. and not one for another,
for all contracts, debts, and engagements of such bank to the extent
of the amount of their subscriptions to guch stock at the par value
thereof in addition to the amount subscribed, whether such subscrip-
tiom have been paid up in whole or in part, under the provisions of
this act.
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Any national bank: fuailing to signify ity acceptance of the terms of
this act within the sizty days aforcsaid shall cease to act as a reserve
agend, upon thirty days’ notice, to be given within the discretion of
the snid organization committce or of the Federal reserve board.

Nhowld any notional banking association now organized faid,
within one year after the passage of this act, to become a member
bank undcr the provisions hereinbefore stated, or fail to romply with
any of the prorsions of this act applicable thercto. all of the rights,
privileges. and franchises of such association granted to it under the
national-hanlk act, or under the provisions of this act, shall be thereby
forfeited.  Any noncompliance with or wviolation of this act shall,
howerer, be determined ond adjudged by a proper cirewit, district,
or Lerritorial court of the United States in a suit brought for that
prurpose by the Comptroller of the Currency in his own name before
the association shall he declared dissolved. and in cases of such viola-
tion, other than the failure to become a member bank vnder the pro-
rixions of this act, erery divector who participated in or assented to
the same shall be held liable in hig personal or individual capacity
for all damages which soid bank, its sharcholders, or any other
person shall have sustained in consequence of such violation.

Such dissolution shall not toke away or impair any remedy against
such corporation, its stockholders or officers, for any liability or pen-
alty which shall hare been previously incurred.

Should the subscriptions by banks to the stock of said Federal re-
seree hanks or any one or more of them be, in the judgment of the
organization committee, insufficient to provide the amount of capital
required therefor, then and in that event the said organization com-
mattee muay, vnder conditions and regulations to be preseribed by it,
offer to public subscription at par such an amount of stock in said
Federal reserve banks, or any one or more of them, as said committee
shall determine, subject to t;{e same conditions az to payment in and
stock liability as provided for member banks.

No individual, copartnership, or corporation other than a member
bank of its district shall be permitted to subscribe for or to hold at
uny timne more than $10000 par value of stock in any Federal vescirve
hanl.  Such stock shall be known as public stock and may be trans-
ferred on the books of the Federal veserve bank by the chairman of
the hoard of directors of such bank.

Should the total subscriptions by banks and the public to the stock
of said Federal reserve banks, or ary onc or more of them. be, in the
judgment of the organization committee, insufficient to provide the
amount of capital required therefor, then and in that cvent the said
organization committee shall allot to the United States such un
amount of said stock as said committee shall determine. Said
United States stock shall be pad for at par out of any moncy in
the Treagury not otherwise appropriated, and shgll be held by the
Secrctary of the Treasury and disposcd of for the benefit of the
United States in such manner, at such times, and at such price, not
less than par, as the Secrctary of the Treasury shall determine.

Stock not held by member banks shall not be entitled to roting
power in the hands of its holders, but the rvoting powrer thereon shall
he rested in and be exercized solely Ly the class (7 directors of the
Federal veserve hank in arhich said stock may be held. and who shall
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be dexiynated as ** voting trustees.” The rvoting power on said pud-
lic stock shall be limited to one vote for cach R15000 par valie thereof,
fractional amounts not to be considered. The roting trustees shall
ercrcise the same powers ax member banks in voting for clase A and
class B directors.

The Federal reserve board is heveby empaicerd to adopt and pro-
malgate rides and requlations gorverning the transfers of said stock
and the exereise of the roting power thereon.

Yo Federal reserve bank shall commence business with a [paid-up
and unimpaived} swhseribed capital less in amount than [$5.000,0003
23000000, The organization of reserve districts and Federal reserve
cities shall not be construed as chamging the present status of reserve
cities and central peserve ¢ities, cxcept in so far ax this act chanqges
the amount of reserees that may be carvicd with approrved rescrve
agents located therein.  The organization committee shall have power
to appoint such assistants and incur sueh expenses in earrving out
the provisions of this act as it shall deem necessarv. and such ex-
penses shall be pavable by the Treasurer of the United States upon
voucher approved by the Seeretary of the Treasury, and the sum of
$100.000. or so much thereof as mav be necessary. ix hereby appropri-
ated. out of any monevs in the Treasury not otherwise appropriated.
for the pavinent of such expenses.

[STOUK IRSUENY BRINCH QFFICEN.

Sec. 3. [That the capital stoek of each Federal reserve hank shall
be divided into shares of $100 each. The outstanding capital stock
shall be inereased from Gime to time as member banks increase their
capital stock or as additional banks become members, and may be
decreased as member banks reduce thetr capital stock or cesse to be
menibers] Each Federal reserve bank Emay]} «Aall establish branch
offices [under regulations of the Federal veserve board at points
within the Federal reserve distriet in which it is located: Prosided.,
That the total number of such branches shall not exebed one for each
$500.000 of the capital stock of sald Federal reserve bank] within
the Federal reserve district in awkich it is located and «lso in the dis-
trict of any Federal veserve hank which anay have beea snspended,
guch branches to be established and conducted at places end wnder
regrluations approved by the Federal reserve board.

FEDERAL RESERVE BANKS.

[=ec. 4. The national banks in each Federal reserve district uniting
to form the Federal reserve bank therein, hereinbefore provided for.
shall under their seals, make an organization certificate, which shall
specifically state the name of such FFederal reserve bank so organized.
the territorial extent of the district over which the operations of said
Federal reserve bank are to be earried on, the city and State in which
said bank is to be located. the amount of capital stock and the num-
ber of shaves into which the same is divided, the names and places
of doing business of each of the makers of said certificate and the
number of shares held by each of them, and the fact that the cer-
tificate is made to engble such banks to avail themselves of the ad-
vantages of this zct. The srid organization certificntes shall he
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&cknpwledﬁed before a judge of some court of record or notary
public; and shall be, together with the acknowledgment thereof, au-
thenticated by the seal of such court, or notary, transmitted to the
Comptrolier of the Currency, who ghall file, record, and carefully pre-
serve the same in his office. Upon the filing of such certificate with
the Comptroller of the Currency as aforesaid, the sazid Federsl
reserve bank so formed shall become a body corporate, and as euch,
and in the name desi%nated in such (rganization certificate, shall have
power to perform all those acts and to enjoy all those privileges and
to exercise all those powers described in section fifty-one hundred and
thirty-six, Revised Stetutes, save in so far 48 the same shall be
limited by the provisions of this act. The Federal reserve bank so
incorporated shall have succession for & é)eriod of twenty years from
its organization, unless sooner dissclved by act of Congress.J

Sec. 4. When the organization committee shall have cetablished
Federal reserve districts as provided in gection two of this act, a
certificate shall be filed with the Comptroller of the Currency thow-
ing the geographical limits of such dwtricts and the Federal reserve
cify designated in each of such districts. The Comptroller of the
Currency shall thereupon cause to be forwarded to each nationdd
bank located in each district, and to such other banks declared to be
eligible by the organization committee which may apply therefor, an
application blank in form to be approved by the organization com-
mittce, which blank shall contain a resolution to be adopted by the
board of directors of each bank executing such application, authoris-
ing a subscription to the capital stock of the Federal reserve bank
organizing ta that district tn accordance with the provisions of thie
act,

When the minimum emount of capital stock prescribed by this act
for the organization of any Federal reserve bank shall have been gud-
scribed and allotted the organization committee shall designate any
fve banks of those whose applications have been received, to ewecute
a certificate of erganization, and thereupon the banks to designated
shall, under their seals, make an organization certificate which shall
specifically state the name of such Federal reserve bank so organized,
the terrvitorial extent of the district over which the operations of
such Federal reserve bank are to be carried on, the city and State
in which said bank is to be located, the amount of capital stock and
the number of shares into which the same is divided, the name and
place of doing businecss of cach bank executing such certificate, and
of all banks which have subscribed to the capital stock of such Fed-
eral reserve bank and the number of shares subsceribed by each, and
the fact that the certificate is made to enable those banks execuling
same, and all banks which have subscribed or may thereafter sub-
seribe to the capital stock of such Federal rezerve hank, to avail
themselves of the advantages of this act.

T'he satd organization certificate shall be acknowledged before a
judge of some court of record or notary public; and ehall be, to-
gether with the acknowledgment tkereafy authenticated by the seal
of such court, or notary, transmitted to the Comptroller of the Cur
r;’;{wy, who ghall file, record and carefully preserve the same in his
effice.

Upon the fling of such certificate with the Comptroller of tAe
Currensy ax aforessid, the said Federal reserve bank go formed ehall
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become u fu.ni"a/ .rru'/m,'yf(' and x -??t(‘h‘ and 'n the name designa!ed m
“'""},’. organization oo rtificate, shall hare power—

First, To adopt and wxe a corporate seal.

Necond. To hure suceession for a peviod of tiventy ycars from its
organization unless it is sooncr dissolved Ly an aet of Congress, or
unlese its franchise becomes forfeited by some violation of law.

Thivd. To wake rontracts. '

Fourth, To sue and be swed | coneplain and defend, in any court of
T and conity as fully as natiral persons. ’ | ‘

Fifth, To appoint by its board of divectors, clocted as hereinafter
provided, such offiecrs oz are not otherwise provided for in this
act, to define theiy duties, pequire bonds of them and fiz the penalty
thereof, to disimiss sueh offivers or any of them as may be a_pp()inf.ed
by them at pleasire, and to appoint others to fill their places.

Nivth, To preseribe by its hoard of directors biy-lows not incon-
gistont anith law. pequlating the manner in which its general business
may be conducted, and the privileges granted to it by loe may he
erereised and enjoyed, :

Serventh, To cvercise by its board of divectors, or duly authorized
officers or aspents, ol powrers spreifivally qranted by the provisions of
this act and such incidental powers o shall he necessary to carry on
the business of banl-ing within the Iimitations prﬁgwr?hrﬂ by thiz art.

Eighth. Upon deposit weith the Treasurer of the United States
of any bonds of the I nited States in the manner provided by existing
Il velating to national hanks, to receive from the {?(;mptmﬂpr of
the Curvency cireulating notes in blunk. vegistered and conntersiqued
az provided by Imwr, equal in amount to the par ralve of the hondsz so
deposited. such notes to be isyued wader the same ronditions and
provisions of lowr which velate to the issue of cireulating notes of
national banks sccwred by bonds of the United States bearing the
cirenlating privilege.

But no Federal pescrve hank fRall transact apy business crcept
such as iz incidental and pecessarily preliminary fo if3 orqanization
wntil it has been aunthovized by the Comptroller of the Currency to
commoenece business wnder the provisions of this act.

Every Federal reserve hanﬁ shall be conducted under the Lover-
sight] x» periision and control of a board of direetors [, whose powers
chall be the same as those conferred upon the boards of directors
of national banking associations under existing law, not inconsistent
with the provisions of this act].

" The board of divectors shall perform the duties usually appertiin-
ing to the office of directors of hanking associations and all such
duties as are presevibed by law.

Said board shall odminister the affairs of said bank fairly and
impartially and without diserimination in fravor of or aguinst any
member bank or banks and shall. subject to the provisions of lme anid
the orders of the Federal reserre hoard, extend to each member bank
such advancoments and nccommaodations as may be safely and rea-
gonably made with due regard for the elnims and demands of other
member banks.

Such board of directors shall be [constituted and elected] selected
as hereinafter specified and shall consist of nine members, holding
office for three vears. and divided into three classes, designated as
classes A, B, and C.
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Class A shall consist of three members, who shall be chosen by and
be representative of the stock-holding banks.

Class B shall consist of three members, who shall be represemative
of the general public interests of the reserve district.

Class (' shall consist of three members, who shall be designated by
the Federal reserve board.

No director of class B or of clugs (" shall be an officer, divector, or Ney,
stockholder of a member bank.

Directors of class X and class B shall be chosen in the following
manner:

[1t shall Le the duty of the] 7'/i¢ chairman of the board of direc-
tors of the Federal reserve bank of the district in which [each such]
the bank ix situated [to] shell classify the member banks of the
[said] distriet into three general groups or divisions, Each [such}
group shall contain as nearly as may be one-third of the aggregate
number of [=atd] #4¢ member banks of the [said] distriet and shall
consist. as nearly as may be. of banks of simlar capitalization. The
EsaidJ groups shall be designated by number [at the pleasure of] by
the chairman [of the board of divectors of the Federal reserve bank].

At a regularly ealled [(lil't\vturs':! meeting of the board of directors
of each member bank in the [FFederal reserve] district [aforesaid,
the board of directors of =uch member bank] /¢ ~hall elect by ballet
one of s own members as a district veserve elector and shall certify
his name to the chairman of the boavd of divectors of the Federal
reserve bank of the distriet. The [=0id] chairman shall establish
lists of the district reseeve electors. elass L] thus named by banks
in cach of the aforesadd three groups and shall transmit one list to
each [such] elector in each group. [Every clector shall, within
fifteen days of the receipt of the said list. select and certify to the said
chairman from among the nones on the list pertaining to his group,
tran=mitted to him by the chairman, one name, not his own, ax rep-
resenting his choice for Federal reserve dirvector, class . The name
receiving the greatest nmmber of votes, not les< than a majority, shall
Le designated by said chairman as Federal reserve director for the
group to which hie belongs,  In ease no candidate shall receive a ma-
jority of all votes cast in any group. the chairman aforesaid shall
establish an eligible list, consisting of the three names receiving the
greatest munber of votes on the first ballot, and shall transmit said
list to the electors in each of the groups of Lanks estabbished by him.
Fach elector shall at once seleet and certify to the =aid chairman
from among the three persons submitted to him his choice for Fed-
eral reserve dirvector, clluss A and the name receiving the greatest
number of sueh votes shall be declaved by the chairman as Federal
reserve diveetor, elass A, In ecase of a tie vote the balloting <hall
continue in the manner hereinbefore preseribed until ene candidate
receives more votes than either of the athers,

Directors of elass B =hall be chosen by the electers of the respective
groups at the same time atd in the same manner presvl'ilwd for di-
rectors of eliss A, exeept that they must be selected from a list of
names furnished, one by each member bank, and =uch names shall in
no ease be those of offivers or divectors of any bank or banking asso-
(‘i:ltinn.]

[5rery elector shall within ]"ﬂr*r'.’a days after the receipt of the said
Uist, cortify to the chaivman his floxts sccond. and other choices upon
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the list. wnon o preeferential ballot, on o form furnished by the chair
man of the board of divectors of the Federal veserve bank of the dis-
trict. Furch elector shedl make a eross opposite the name of the #rst,
second, aud other choices for a divector of class A and for a director
of claxs B Lt shall wot vote more Hhan oie chotee for any one cundi-
date.

Any conididate Taring a mnjority of all votes caxt in the colimn of
st efvice shall be declured elected. TF no candidate hare a najority
of all the rotes in the first column, then there shall be added together
the votes cuxt by the electors for sueh candidates in the recond columa
to tiw votes cast for the serveral candidates in the first column. If any
cendidate then have « majority of the electors voting, by udding to-
gether the first and second choices, he shall be declured olected. 1f no
candidate have a majorvity of electors roting when the first and second
chotces shall have heen added, then the votes cast in the thivd volumn
for other choices shall be added together in Tike manner, and the con-
didate then having the highest number of rotes shall be declared
cdected. An immediate report of election shall be declared.

{They shall not accept office us such during the term of their
service as directors of the Federal reserve banks. They]} Directors of
rlass B shall be fairly representative of the commercial, agricultural,
or industrial interests of their respective districts. [The Federal
reserve board shall have power at its discretion to remove any director
of class B in any Federal reserve bank, if it should appear at any time
that such director does not fairly represent the commercial. agricul.
tural, or induastrial interests of his district.J

Three directors belonging to class C shall be [chosend appointed
directly by the Federal reserve board, and shall [bedhare Leen for
at legst twro years vesidents of the district for which they are
[selected] appointed. one of whom shall be designated by said board
as chairman of the board of directors of the Federal reserve bank
of the district to which he is appointed and shall be designated by
gaid bonrd as * Federal reserve agent.” e shall be a person of
tested banking experience; and in addition to his duties as ehair-
man of the board of directors of the Federal reserve bank of the
district to which he is appointed, he shall be required to niintain
under regulations to be established by the Federal reserve hoard a
Joeal office of said board. which shall be situated on the premises of
the Federal reserve bank of the district. Te shall make regular
reports to the Federal reserve board, and shall act as its official repre-
sentative for the performance of the functions conferred upon it by
this act. Fe shall receive an annual compensation to be fixed by the
Federa! reserve board and paid monthly by the Federal reserve bank
to which he is designated. One of the directors of class (! 2hall be
appointed by the Federal rescrve board as deputy chairman and
deputy Federal reserve agent to exvercise the.pou'cm of the chair-
man of the board and Federal reserve agent in case of the absence
or dizahility of his principal. o

Directors of Federal reserve banks shall receive, in additien to any
compensation otherwise provided, a reasonable allowance for neces-
sary expenses in attending meetings of their respective bon rds, which
amount shall be paid by the respective Federal reserve banks. Any
compensation that may be provided by bonrds of directors of Federal
reserve banks for members of such boards shall be subject to review
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and subsequent jeadjustiment at any time by the Federal reserve
board. -

The reserve bank organization committee may, in organizing Fed-
eral reserve banks for the first time, call such meetings of bank
directors in the several districts as mayv be necessary to earry out
the purposes of this act, and may exercise the functions herein con-
ferred upon the chairman of the board of directors of each Federal
reserve bank pending the complete organization of such bank.

At the first meeting of the }nli board of directors of each Federal
reserve bank after organization it shall be the duty of the directors
of elasses A and B and C, respectively, to designate one of the mem-
bers of each class whose term of office shall expire in one vear from
the first of Jannary nearest to date of such meeting, one whose term
of office shall expire at the end of two years from said date, and one
whose term of office shall expire at the end of three years from said
date. Thereafter every director of a Federal reserve bank chosen
as hereinbefore provided shall hold office for a term of three years
{: but the chairman of the board of directors of each Federal
reserve bank designated by the Federal reserve board, as hereinbefore
described. shall be removable at the pleasure of the said board, with-
out notice, and his successor shall hold office during the unexpived
term of the director in whose place he was appointed.} Vacancies
that may occut in the several o‘nssos of directors of Federal reserve
banks may be filled in the manner provided for the original selection
of such directors, such appointees to hold office for the unexpired
terms of their predecessors.

RTOCK INSUES; INCREASE AND DECREASE OF CAPITAL,

Sec. 5. [That sharesY 7he capital stock of each Federal rescree
bhaick shall be divided into shares of $100 cach. The outstanding
capital stock shall be increased from time to time ax nember banks
increase their capital stock and surplus or as addditiona banks become
members, and may be decreased ax member bankx reduce their capital
stock or surplus op cease to be menbers.  Shares of the eapital stock
of Federal reserve banks ownped Ly member bankx shalt not be trans-
ferable, nor be [hypothecated] Aypothecable. In case n member
bank [increased] increase its capital stock or wurplus, it shall there-
upon subseribe for an additional amount of capital stock of the
Federa} reserve bank of its district equal to twe-nt_vil so per centiim
of the [bank’s nwnil said increase [[of capital.] one-half of said sub-
seription to be paid [in (-ushil in the manner hereinbefore provided
for original subseription, and one-half Lto become a liability of the
member bank according to the terms of the original subscription]
subject to call of the Federal vexerve board. X bank applying for
stock in a Federal reserve bank at any time after the [formation of
the latter] organization thercof must subscribe for an amount of the
capital afock of [said] the Federal reserve bank equal to [twenty}
sie per centum of the paid-up capital stock and surplus of said sub-
scribing] a{)plimm‘ bank, paying therefor its par value [in accord-
ance with the terms prescribed by section two of this act] plus one-
half of one per cent @ month from the period of the lust dividend.
When the capital stock of any Federal reserve bank [has] skall harve
been incrensed either on account of the increase of capital stock of
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member banks or on account of the increasze in the number of mem-
her banks, the board of directors shall [make and execute] cause to
be executed a certificate to the Comptroller of the Currency showing
[said] the increase in capital stock, the amount paid in, and b
whom paid. In case a member bank reduces its capital stock it shall
surrender a proportionate amount of its holdings in the capital of
said Federal reserve bank, and in case a member bank goes into vol-
untary hquidation it shall surrender all of its holdings of the capital
stock of said Federal reserve bank and be relcased from its stock sub-
seription not previonsly called. In either case the shares surren-
dered shall be canceled and such member bank shall receive in pay-
ment therefor, under regulations to be prescribed by the Fed-orai re-
serve board, a sum equal to its cash paid subscriptions on the shares
surrendered and one-half of vae per cent a month from the period of
the last dividend. not to erceed the book value thereof, less any lia-
bility of such member bank to the Federal reserce bank.

Sec. 6. [That if anv member bank shall become insolvent and a
receiver be appointed. the stock held by it in said Federal reserve
bank shall be canceled and the balance. after deducting from the
amount of its cash-paid subscriptions all debts due by such insolvent
bank to said Federal reserve bank, shall be paid to the receiver of the
insolvent bankd /f «ny meember bank shall be declared insolvent and a
vecei rer appointed therefor, the stock held by it in said Federal veserve
banm shall be canceled, and all cash-paid subscriptions on said stock,
with one-half of one per cortnum permonth from the peviod of last divi-
dend. wot to cocecd the book ralue thereof, shdl be first applicd to
Al debtx of the insolvent member bank to the Federal veserve bank and
the balauce. if any, shall be paid to the recciver of the nsol rent bank.
Whenever the capital stock of a Federal reserve bank is reduced,
either onaceount of a reduction in capital stock of any member bank
or of the liquidation or insolveney of [any such member] such hank,
the board of directors shall [make and exceute] cawse to he ceeented
a certificate to the Comptroller of the Currency <howing such redue-
tion of capital stock and the amount repaid to =tuch bank.

BIVISTON OF EARNINGS,

sec. T LThat after the pavment of ] ([ffes all necessary expenses
[and taxex] of a Federal reserve bauk e been paid or provided
Foro the member hanks shall be entitled to receive an annual dividend
of [fived /. per centum on the paid-in eapital stock. which dividend
shall be cimulative. [Ome-half of the net earnings. after the afore-
said dividend elaims have been fully miet. shall be paid into a surplus
fund unti! such fund =hall amount to twenty per centum of the
paid-in capital stock of such bank. and of the vemaiming one-half
sixty per centum shall be paid to the Unted Sates and forty per
centin to the member banks in the ratio of themr average balanees
with the Federal reserve hank for the preceding vear.  Whenever
and so long as the surplus fund of a Federal reserve bank amounts
to twenty per centum of the paid-in capital =tock and the member
hanks s=hall have received the dividends ut the rate of five per
centum per annum hereinbefare provided for. ~IXEY per centum of
all excess earnings shall be paid to the Umted States and forty per
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centum to the member banks in proportion to their annual average
balances with such Federal reserve bank; all] After the aforesaid
dividend claims have been fully met, all the net earnings shall be
paid to the United States as a franchise lax, excepting, however, that
one-half of such carnings shall be first applied to the creation and
maintenance of a surplus fund equal to twenty per ceptum of the
capital stocl: of said bank. All net earnings derived by the United
States from Federal reserve banks shall [constitute a sinking fund
to be held for] be applied to the reduction of the outstanding bonded
indebtedness of the United States[, said reduction to be accom-
plished] under regulations to be prescribed by the Secretary of the
Treasury. Should a Federal reserve bank be dissolved or go into
lquidation, [the surplus fund of said bank] any surplus remaining,
after the pavment of all debts and dividend requirements as here-
inbefore provided for, shall be paid to and become the property of
the United States and shall be similarly applied,

Every Federal rescrve bank inmrporatecf under the terms of this
act [and], the capital stock therein [held by member banks]}. and the
income derived therefrom shall be exempt from Federal, State, and
local taxation, except in respect to taxes upon real estate.

Sec. 8. [That any national banking association heretofore organ-
ized may upon application at any time within one year after the
passage of this act, and with the approval of the Comptroller of
the Currency, be granted, as herein provided, all the rights, and be
subject to all the liabilities. of national banking associations organ-
ized subrequent to the passage of this act: Prerided. That such appli-
cation on the part of such associations shall be aunthorized by the
consent in writing of stockholders owning not less than a majority
of the eapital stock of the association. Any national banking asso-
ciation now organized which shall not, within one yvear after the
passage of this act, become a national banking association under the
provisions hereinbefore stated. or which shall fail to comply with
any of the provisions of this act applicable thereto, shall be dis-
sofved; but snch dissolution shall not take away or impair any
remedy agninst such corporation, its stockholders or officers, for any
liability or penalty which shall have previously been incurred.}

Sec, 9. [That any] .tny bank [or banking association] incorpo-
rated by special law of any State or of the United States, or organ-
ized under the general laws of any State or of the United States, and
having an nnimpaired capital sufficient to entitle it to become a na-
tional banking association under the provisions of existing laws, may,
by [the consent in writing rofe of the shareliolders owning not less
than fifty-one per centum of the capital stock of such bank or bank-
ing association, [andy with the approval of the Comptroller of the
Currency [become aF and acting throwgh « cononittece, orguanize a
national banking associationwith any name approrved by the said
comptroller, and transfer ita business to such national banking asso-
ciation [under its former name or by any name approved by the
comptrollerY : Provided. howerer, That said acls are not in contra-
vention of the State or local law. The directors thereof may con-
tinue to be the directors of the association so organized until others
are elected or appeinted in accordance with the provisions of the law,
When the comptroller has given to such bank or banking association
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a certificate that the provisions of this act have been complied with,
such benk or bankinﬁ association, and all its stockholders, officers
and employees, shall have the same powers and privileges, and shall
be subject to the seme duties, liabilities, and lations, in all re-
spects, as shall have been preseribed by this act for] and by the na-

tional banking act for rssociations originally organized as nationsl
banking asssociations.

STATE BANKS A8 MEMBERS.

Sec. 10. LThat from and after the passage of this act any} .iny
bank [or banking association or trust companyl incorporated by
speciel law of any State. or organized nuder the genereal laws of any
State or of the United States, may make application to the reserve
bank organization committee, pending orqanization, and thereafter to
the Federal reserve hoard [hereinafter created] for the right {o sub-
scribe to the stock of the Feders]l reserve bank organized or to be
craanized within the Federal reserve district where the applicant is
located. The organization committee or the Federal reserve board,
under such rules and regulations as it may prescribe. subject tn the

rovisions of this section. [shall] may permit [such} the applying

ank to become a stockholder in the Federal reserve bank of the dis-
trict in which [such] the applving bank is located. Whenever the
arganization committee or the Federal reserve board shall permit
[such} the applying benk to become a stockholder in the Federal
reserve bank of the district [[in which the applying bank is located],
stork shall be issned and paid for under the rules and regulations in
this act provided for national banks which become stockholders in
Federal reserve banks.

[1t shall be the duty of the} The organization commitiee or the
Federal reserve board [to} shall establish by-laws for the general gov-
ernment of its conduct in acting upon applications made by the State
hanks and banking associations and trust companies [hereinbefore re-
ferred (0} for ~tock ownership in Federal reserve banks, Such by-
Inws shall require applying hanks not organized under Federal law
to comply with the reserve and capital requirements and fo submit
to the [inspection) erwmination and [regulation provided for in
this and other laws relating to national banksY regulations pre-
seribed by the organization committee or by the Federal rescrve
hoard.  No [suchf applyving bank shall be admitted to membership
'n a Federal reserve bank unless it possesses a paid-up unimpaired
eapital sufficient to entitle it to become a national banking asso-
ciation in the place where it is situated, under the provisions of the
national banking act [. and conforms to the provisions herein pre-
«cribed for national banking associations of similar capitalization
and to the regulations of the Federal reserve board}.

Any bank becoming « member of a Federal reserve bank wunder the
provisions of this section shall, in addition to the regulations and
restrictions hereinbefore provided, be required to conform to the
provisions of law imposed on the national banks and to swch rules and
requlations as the Federal reserve board may, in pursnance thereof,
prescribe respecting the limitation of Uability 1ohich may be inevrred
by any person, firm. or corporation to such banks. the prohibition
against making purchase of or loans on stock of such hanks, and the
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withdrawal or impairment of capital, or the payment of unearned
dividends.

Such banks, and the officers, agents, and employees thereof, shall
also be subject to the provisions of and to the penalties prescribed by
gections fifty-one hundred and ninety-eight, fifty-two hundred and
erght, ffty-twwo hundred, ffty-two hundred and one, and ffty-two
hundred and eight and Rfty-two hundred and nine of the Revised
Statutes. The member banks shall also be required to make reports
of the conditions and of the payments of dividends to the comp-
troller, as provided in sections fifty-two hundred and eleven and fifiy-
two hundred and twelve of the Revised Statutes, and shall be subject
to the penalties prescribed by section fifty-two hundred and thirteen
for the failure to make such report. .

" If at any tune it shall appear to the Federal reserve board that a.
hanking association or trust company organized under the laws of
any State or of the United States and kaving become a member bank
has failed to comply with the provisions of this section or the regu-
lations of the Federal reserve board, it shall be within the power of
the said board. «after hearing, to require such banking association
o trust company (o surrender its stock in the Federal reserve bank;
LCin which it holds stockd upon [receiving from] such surrender the
IFederal veserve hank sha/l pay the cashi-paid subscriptions to the said
stoek [in eurvent fundsJerith intervest at the rate of one-half of one
per centum per month imterest, computed from the last dividend, if
earned. not to vaceed the book value thereof, lesa any liability to said
Federal reserve bank, ewvcept the subsepiption liability not previousl

called, which shall be canceled, and said Federal reserve bank shall.
upon notice from the Federal reserve board. be vequired to suspend
sald banking association or trust company from further pri\'ileges
of membership. and shall within thirty davs of such notice cancel
and retirve its stock and make payment therefor in the manner herein
provided. 7he Federal reserve board may restore membership upon
due proot of compliance with the conditions imposed by this section.

FEDERAL RESERVE BOARD.

Sec, 11. [That there shall be created a] .t Federal reserve boardf.J
i# hereby crcated which shall consist of seven members, including the
Secretary of the Treasivy. [the Secretary of Agrieulture, and the
Comptroller of the Currency.} who shall be [members] a member
ex officio, and [four] s/« members appointed by the President of the
United States, by and with the advice and consent of the Senate.
In selecting the [four} si.r appointive members of the Federal reserve
board. [not more than one of whom shall Le sclected from any one
Federal reserve district.] the President shall have due regard to a
fair representation of Ldifferent] the fuancial. commercial. and
geographical divisions of the country. The [four #/» members of
the Federal reserve board appointed by the President and confirmed
as aforesaid <hall devote t]]wir entire time to the business of the
Federal reserve board and shall each receive an annual salary of
%10,000, together with an allowance for actual necessary traveling
expenses L. and the Comptroller of the Currency, as ex officio-inem-
ber of said Federal reserve board, shall. in addition to the salary now
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paid him as comptroller, receive the sum of $5.000 annually for his
services as a member of said board]. Of the [four} si» members
thus appointed by the President [not more than two shall be of the
same political party. and] at least [one of whom] #wo shail be fa
person} persons experienced in banking or finance. One shall be
designated by the President to serve for [two] one. one for [four]
tiwo, one for [sixF rhice. [and]) one for [eight vears) forr, one for
fire, and one for sie years, vespectively, and thereafter each member
so appointed =hall serve for a term of feight] sée vears unless sooner
removed for cause by the President. Of the [four] six persons thus
appeinted, one shall be designated by the President as [manager}
governor and one as vice [manager} vovernor of the Federal reserve
board. The [manager} vocervor of the Federal reserve board. sub-
ject to the supervision of the [Secretary of the Treasury and} Fed-
eral reserve board. shall be the active executive ofticer of the Federal
reserve board. [w case of rucancics, temporary appointinents on the
Federal rescrve hoard may he made by the DPresident wlen the
Secnate is mot in sesxion, to bhe immediately submitted to the Senate
when it convenes, The Secretary of the Treasnry may assign offices
in the Depuitment of the Treasury for the use of the Federal reserve
board. ®ach member of the Federal veserve board shall within
fifteen days after notice of appointment make and subscribe to the
oath of office. .

The Federal reserve board shall have power to levy semiannually
upon the Federal reserve banks. in proportion to their capital stock
and surplus. gn astessment sufficient to payv its estimated expenses
and salaries of its members and em ployees for the half vear succeed-
ing the levving of such assessment, together with any deficit carried
forward from the preceding half year.

The first meeting of the Federal reserve board shall be held in
Washington, Distriet of Columbia. as soon as may be after the
passage of this act. at a date to be fixed by the reserve bank orgam-
zation committee. The Secretarv of the Treasury shall be ex officio
chairman of the Federal reserve board. No member of the Federal
reserve board shall be an officer or director of any bank. For]} bank-
ing institntion, ¢rest company. or Federal reserve bank nor hold
stock in any bank, [or] banking institution, or trust company:
and before entering upon his duties as a member of the Federal
reserve board he shall certifv under oath to the Secretary of the
‘Treasury that he has complied with this requirement. Whenever a
vacaney shall oceur. other than by expiration of term. among the
[four} «/» members of the Federal reserve board appointed by the
President. as above provided, a snecessor shall be appointed by the
President, with the advice and consent of the Senate. to fill such
vacancey. and when appointed ke shall hold office for the unexpired
term of the member whose place he is selected to fill.

Nothing in this act contained shall be construed as taking away
any powers hevetofore vested by low in the Seeretary of the Treasury
wrhieh pelate to the superrvision, management., and control of the
Treasnry Department and hureaus vnder such department, and wher-
erer any porwer costed by this aet in the Federal reserve hoard or the
Federal reserve agent appears to ronflict with the powers of the See-
retary of the Treasury, such powers shall be cxercised subject to the
gupervision and control of the Seeretary.
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The Federal reserve board shall annually make a fu?l veport of
its [hiseal] operations to the Speaker of the Touse of Representa-
tives, who shall cause the same to be printed for the information of
the Congress,

Section three hundred and twenty-four of the Revised Statutes of
the United States shall be amended so ax to read as follows: * [There
shall be in the Department of the Treasury a bureau charged. except
as in this aet otherwise provided, with the execention of all laws
passed by Congress relating to the issue and regulation of currency
1ssued by or through banking associations. the chief officer of which
burean shall be called the Comptroller of the Cnrrency, and chall
perform his duties under the general direction of the Secretary of
the Treasurv. acting as the ehairman of the Federal reserve board:”
Provided, however, That nothing herein contained shall be construed
to affect any power now vested by law in the Comniroller of the
Curreney or the Seeretary of the Treasurv)Y There shall he in the
Department of the Treasury o bureaw charged with the execution of
all laws pussed by Congress relating to the issue and requlation of
national currency secured by United States honds and, under the.
general supervision of the Federal reserive hoard, of all Federal
reserre notes, the chief officer of which hurcav shall be called the
Comptroller of the Cwrrency and shall perform hiy duties under
the general divections of the Secvetary of the Treasury.”

Sec. 12, [That the] 7he Federal reserve board [hereinbefore
established] shall be anthorized and empowered:

(a) To examine at its diseretion the accounts., books. and affairs
of each Federal reserve bank and of each member bank and to require
such statements and reports as it may deem necessary. The said
board shall publish once each week a statement showing the condi-
tion of each Federal reserve hank and a consolidated statement for all
Federal reserve banks. Such statements shall show in detail the
assets and liabilities of [such] the Federal reserve banks, single and
combined, and shall furnish full information regarding the character
of the [lawful] moneyv held as reserve and the amount. nature, and
maturities of the paper and other investments owned or held by
Federal reserve banks.

(b) To permit or require[. in time of emergency,J Federal reserve
banks to rediscount the discounted [prime] paper of other Federal
reserve banks[. at least five members of the Federal reserve board
being present when such action is taken and all present consenting to
the requirement. The exercise of this compulsory redizcount power
by the Federal reserve board shall be subject to an interest charge to
the accommodated bank of not less than one nor greater than three

er centum above the higher of the rates prevailing in the districts
immediatelyv affected] at rotes of interest to fixed each week by the
Federa rescrre board.

(¢) To suspend for a period not exceeding thirty days. [(J and
From timme to Fime to renew such suspension for periods not [to exceed]
excceding fifteen dayvsf)]. anyv [and ever_vf reserve requirement
specified in this act: Procided, That it shall establish a graduated
tax upon the amounts by which the reserve requirements of this act
may be permitted to fall below the level hereinafter specified, such
tax to be uniform in its application to all Federal reserve banks and
to member banks, required to keep the same reserves[; but said board
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reserve notesj.

(d) [Tosupervise and regulate the issue and retirement of Federal
reserve notes and to prescribe the form and tenor of such notes.}
To supervise and regulate through the burcan under the charge of
the Comptroller of the Currency the iasuc and retirement of Federal
rexerve notes, and to prescribe rddes and requlutions under which such
notex may be delivered by the comptrotler of the Federal reserve
agents applying therefor,

(e) To add to the number of cities classified as veserve and central
reserve cities under existing law in which national banking asso-
ciations are subject to the reserve requirements set forth in section
twenty of this act: or 1o reclassifv existing reserve and central re-
serve cities |inml to designate the banks therein situated as country
banks at its diseretion] or to terminate their designation as such.

(f) [To suspend the officials of Federal reserve banks and, for
cause stated in writing with opportunity of hearing, reqitire the
removal of suid officials for incompetency, dereliction of dnty, fraud,
or deceit, such removal to be subject to approval by the President of
the United States] 7’0 suspend or remore any officer or divector of
any Federal reserve bank. the canse of such removal to be forthiwith
communicated inaciiting by the Federal veserve board to the remored
officer or director and to said banlk.

(g) To reguire the writing off of doubtful or worthless assels
upon the books and balance sheets of Federal reserve banks.

(h) To suspend. for cause relating to violation of any of the pro-
visions of this act, the operations of any Federal reserve bank and
Lappoint a receiver therefor) take possession thereof and administer
the same during the period o'f suspension,

(1} To require bonds of Federal rescrre agents. perform the duties,
functions, or services specified or implied in this act, and fo make all
rides and regulations necessary to enable said board cfectirely to
perform the same.

() To cxereise general supervision orer said Federal reserve hanks,

(KY To anuthorize the use, as reserves of member banks, Federal
reserre notes, or bank notes based on United States bonds, to the
extent that said board may find neceszary.

(&Y To grant by special permit to national banks applying there-
for the right to act as trustee. cvecutor, or to exercise general trust
powers under such rules and requlations as the said board may
preseribe.

shall not suaﬁcnd the reserve requirements with reference to Federal

FEDERAL ADVISORY (‘OUNCTL,

Skc, 13, There is hereby created a Federal advisory council. which
shall consist of asx manv members as there are Federal reserve dis-
tricts.  Each Federal veserve bank by its board of directors shall an-
nually select from its own Federal reserve district one member of said
conncil. who shall receive [no compensation for his services, but may
be reimbursed for actunl necessary expenses) such compensation and
allownances ax may be fwed by his board of directors subject to the
approval of the Federal reserve board. The meetings of said advisory
council shall be held at Washington, District of Columbia. at least
four tunes each vear. and oftener if called by the Federal reserve
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board.  The council may seleet its own officers and adopt its own
methods of procedure, and a majoritv of its members shall constitute
a quorum for the transaction of business. Vacancies in the council
shall be filled by the respective reserve banks, and members selected
to All vacancies shall serve for the nnexpired term.

The Federal advizory council shall have power. by itselfor through
its officers, (1) to [meet andd confer directly with the Federal reserve
board on general business conditions: (2} to make oral or written

representations concerning matters within the jurisdiction of said

board: (3} to eall for [complete] information and to make recom-
mendations in regard to discount rates, rediscount business, note
issues. yeserve conditions in the various districts, the purchase and
sale of gold or cecurities by reserve banks. open-market operations by
said banks, and the general affairs of the reserve banking system.

POWERS OF FEDERAL RESERVE DANKS.

Sec. 14. [That anv) .1ny Federal reserve bank may receive from
any of its member [hank bankes. and from the United States, depos-
its of current funds in lawful money, national-bank notes, Federal
reserve notes. or checks and drafts upon solvent banks of the Federal
reserre system. payable upon presentation; or, solely for exchange
purposes. may receive from other Federal reserve banks deposits of
current funds m lawful money, national-bank notes, or checks and
drafts upon solvent mendher or other Federal rescrve banks, payable
upon presentation.

Upon the indor=ement of any of its member [bankY hanks. any
Federt) reserve bank may discount notes, draffs, and bills of ex-
change arising out of aefnal commerecial transactions: that is, notes,
drafts, and bills of exchange issuned or drawn for agricultural, indns-
trial. or commercial purposes, or the proceeds of which have heen
used or EmayJ are fo be nsed. for such purposes. the Federal reserve
board to have the right to determine or define the character of the
paper thns eligible for dixcount. within the meaning of this act [;
nothing hervein}. Nothing in this act contained shall be construed to
prohlbit =uch notex, drafts, and bills of exchange, seenred by staple
agricultural products. or other goods, wares, or merchandise from
being cligible for such disconunt; but such definition shall not include
notes, drafis, or hills corcring merely investments or issued or drawn
for the purpose of carrving or trading in stocks, bonds, or other
mvestinent securities. crcept honds and notes of the Gorerument of
the Uiited States. Notes, drafis; and bills admitted to Jdiscount
under the terms of this paragraph must have a maturity «f the time
of discount of not more than ninety days.

EUpen the indorsement of any member bank any Federal reserve
bank miayv «dixcount the paper of the classes hereinbefore desceribed
having o maturity of wore than ninety and not more than one hun-
dred and twenty days, when its own cash reserve exceeds thirty-three
and one-third per centum of its total outstanding demand liabilities
exclusive of its ontstanding Federal reserve notes by an amount to
be fixed by the Fedoral reserve board: but not more than fifty per
centunt ¢f the total paper so discounted for any member hank shall
have a maturity of more than ninety dayvs,
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Upon the indorsement of any member bank any] -lny Federal
reserve bank may disconnt aceeptances of [snch] member banks
which are based on the exportation or importation or domestic ship-
ments of goods and which [mature in] hove a maturity at time of diz-
cownt of not more than [six] #4ree months, and bear the signature of
at least one member bank in addition to that of the acceptor. The
amount of acceptances so discounted shall at no time exceed one-half
the capital stock and swrplus of the bank for which the rediscounts
are made,

The nggregate of such notes and bills bearing the signature or in-
dorsement of .any one person, company, firm., or corporation redis-
counted for any one bank shall at no time exceed ten por centum of
the unimpaired capital and surplus of said bank: but this restriction
shall not apply to the discount of bills of exchange drawn in good
faith against actually existing values.

Any national bank may [. at its discretion,] accept drafts or bills
of exchange drawn upon it [having not more than six months sight
to run} and growing out of transactions involving the importation,
[or] exportation. or domestic shipment of goods having wnot more
than six months sight fo run; but no bank shall accept such bills to
an amounnt equal at any time in the aggregate to more than one-half
[the face value of] its paid-up [and unimpaired] capital stock and
surplus.

[Section fiftv-two hundred and two of the Revised Statutes of the
United States is hereby amended so as to read as follows: No asso-
ciation shall at any time be indebted, or in any way liable, to an
amount exceeding the amount of its capital stock at such time ac-
tually paid in and remaining undiminished bv losses or otlierwise,
except on account of demands of the nature following:

First. Notes of circulation.

Second. Moneyvs deposited with or eollected by the association.

Third. Bills of exchange or drafts drawn against money actually
on deposit to the credit of the association, or due thereto.

Fourth. Liabilities to the stockholders of the association for divi-
dends and reserve profits,

Fifth. Liabilities incurred under the provisions of sections two,
five, and fourteen of the Federal reserve act.}

The Federal reserve hoard may anthorize the reserve bank of the
district to discount the direct obliqationg of member banks, secured
by the pledqe and deposit of satisfactory securities; buf in no caze
shall the amount so loaned by a Federal reserre bank exceed three-
fourths of the actual value of the secrritics so pledged.

The rediscount by any Federal reserve hank of any bitls receivahle
and of domestic and foreiyn bills of exchange and acreptances gholl
be subject to such restrictions, Umitations, and requlations az may he
imposed by the Federol reserre hoard,

OPEN-MARKFET GPERATIOINS,

Sec. 15, [That any] .try Federal reserve bank may, under rules
and regulations preseribed by the Federal reserve board. purchase
and sell in the open mavket. a# home or abroad. either from or to
domestic or foreign banks. firms. corporations. or individuals,
Eprime] coble transfers and bankers" THills] aereptiosees and bills
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of exelrnge of the kinds and maturities by this act made eligible for
rediscaunt [.oand cable transfers].

Every Federal reserve bank shall have power:

(a) to deal n gold coin and bullion tlmth] at homne [and} or
sbroad. 1o make loans thereon, cuchunge Federal reserve notes for
gold, qold coin, or gold certificates, and to contract for loans of gold
coin or bullion, giving therefor, when necessary, acceptable security,
imchiding the hypothecation of United States bonds or other securi-
Yies which Federal reserre banks are authorized to hold ;

(b)Y to Einvest in] buy and sell, at home or abroad, bonds and notes
of the United States [bonds}. and [bonds isswed by any State
county. district. or municipahty} &idls. notes, reccnne bonds, a
warrants with « matupity from date of purchase of not exceeding sixw
mmonthe issued in anticipation of the collection of taces or in antici-
pation of the vecelpt of ussured recepnes by any State. county, dis-
trict, or municipalily o?f the United States. such purchases to be made
i geeordance with rules and vegrlations prescribed by the Federal
reserve board :

(¢) to purchase from member banks and to sell. with or without its
indorsement, bills of exchange arising out of commercial transactions,
as hereinbefore defined . payable in foreign countries: but such bills
of exebange must have not exceeding ninetyv davs to run and must
bear the signature of two or more responsible parties, of which the
fast shall be that of a member bank]; -

{1) to establish [each week, or as much oftener as required]} from
tine to time, subject to review and determination of the Federsl
reserve hoard, [a rate] refes of discount to be charged Ly [such}
the Fedepal rescrre bank for each class of paper. which shall be
fixed with a view of accommaodating [the} commerce fof the coun-
trvY and business; Land]

(#) to establish . accounts with other Fedcral rescrece banks for
cwcheange purposes and. with the consent of the Federal reserve board,
to open and maintain banking accounts in foreign conntries, appotnd
correspondents, and establish agencies in stich countries wheresoever
it oay deem best for the purpose of purchasing. selling. and collect-
ing [foreign} bills of pxcl]ang(‘, and to buy and sell with or without
its indorsenient, through such correspondents or agencies, [prime for-
cign bill of exchange arising out of actwal comumercial transac-
tions which have not [exceeding] more than ninety days to run and
which bear the signature of two or more responsible parties.

GOVERNMENT DEPOSITS,

Sec 16, EThat all} The woneys Enow] hield in the general fund
of the Treawury, except the five per centum fund for the redemption
of outstanding national-bank notes and the funds provided in this
art for the redemption of Federal reseree notes fshall) seay. apon
the direction of the Secretary of the Treasury, [within twelve months
after the passage of this act.J be deposited in Federal reserve banks,
which banks FshallJ when requireq by the Secrctary of the Trcasury,
sholl wet as fiseal agents of the United States: and [thereafter] the
revenues of the Government or any part thereof [<hall] may be
EregutariyY deposited in sueh banks, and dishursenent C-hall] ey
be made by cheeks drawn aggainst such deposits. '



52 BANEKING AND CURRENCY,

No public funds of the Philippine I'slands, or of the postal garings,
ar any Gorernment funds, shall be deposited in the continental
United States in any bank not belonging to the system established by
this act: Provided, however, That nothing in this act shall be con-
strued to deny the right of the Secretary of the T reasury to use
member banks as depositaries,

[The Secretary of the Treasury shall, subject to the approval of
the Federal reserve board, from time to time, apportion the funds
of the Government among the said Federal reserve banks, distribut-
ing them, as far as practicable, equitably between different sections,
and may, at their joint discretion, charge interest thereon and fix,
from month to month, a rate which shall be regularly paid by the
banks holding such deposits: Provided, That no Federal reserve
bank shall pay interest upon any deposits except those of the United
States.

No FFederal reserve bank shall receive or eredit deposits except
from the Government of the United States, its own member banks,
and. to the extent permitted by this act, from other Federal reserve
banks. AIl domestic transactions of the Federal reserve banks in-
volving loans- made by such banks, rediscount operations or the cre-
ation of deposit accounts shall be confined to the Government and
the depositing and Federal reserve banks, with the exception of the
purchase or sale of Government or State securities or of gold coin
or bullion.}

NOTE ISSUES.

Sec. 17. Federal reserve notes, to be issued at the discretion of the
Federal reserve board for the purpose of making advances to Fed.
eral reserve banks through the Federal reserve agenfs as hereinafter
set forth and for no other purpose, are hereby authorized. The said
notes shall be obligations of the United States and shall be receivable
for all taxes [, custom=J and other publie dues, exreept customs. They
chall be redeemed in gold [or lawful money} on demand at the
Treasury Department of the United States, in the city of Wash-
ington. Distriet of Columbia, or én gold or lmwful money at any
Federal reserve bank,

Any Federal recerve bank may [, upon vote of its directors.J make
application to the local Federal reserve agent for such amount of the
Federal reserve notes hercinbefore provided for as it may [deem
best} require.  Such application shall be accompanied with a tender
to the local Federal reserve agent of collateral in amount equal to
the sum of the Federal reserve notes thus applied for and issued
pursuant to such applieation. The collateral security thus offered
shall be notes and bills accepted for rediscount under the provisions
of section 14 of this act. and the Federal reserve agent shall each
dav notifv the Federal reserve board of all issnes and withdrawals
of Federal reserve notes to and by the Federal reserve bank to which
he is aceredited. The said Federal recerve board shall be authorized
at any time to call upon a Federal reserve bank for additional secur-
ity to protect the Federal reserve notes issued to it.

[Whenever any Federal reserve hank shall pay ont or distmrse Fed-
eral reserve notes issucd to it as hereinbefore provided, it shall segre-
gate in its own vaults and shall carry {o a special reserve account on
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ita books gold or lawful money equal in amount to thirty-three and
one-third per centum of the reserve notes so paid out by 'it, such re-
serve to be used for the redemption of said reserve notes as presented;
but any Federal reserve bank so using any part of such reserve to
redeem notes shall immediately carry to said reserve account an
amount of gold or lawful money sufficient to make said reserve equal
to thirty-three and one-third' per centum of its outstanding Federal
resarve notes.}

Every Federal reserve bank shall maintain reserves in gold or law-
ful money of wot less than thirty-five per centum against its depogits
and its Federal reserve notes in actual cireulation, but the amount of
gold in the Federal veserve bank, together with the amount deposited
by it with the Trcasury, shall be at least equal to thirty-three and one-
third per centum of the Federal reserce notes issned to said bank and
i actual corculation and not offset by gold or lawful money depos-
ited with the Federal reserve agent. Notes so paid out shall bear
upon their faces n distinetive letter and serial number, which shall be
assigned by the Federal reserve board to each Federal reserve bank.
Whenever Federal reserve notes issued through one Federal reserve
bank shall be received by another Federal reserve bank they shall be
meediutely] prom ptly returned for credit or redemption to the

ederal reserve bank through which they were originally issued [.or
shall be charged off aga nst Government deposits and returned to the
Treasury of the United States, or shall be presented to the said
Treasury for vedemption]. No Federal reserve bank shall pay out
notes issued through another under penalty of a tax of ten per
centum upen the face value of notes so paid out. Notes presented for
redemption at the Treasury-of the United States shall be paid ot of
the redemption fund, and, if fit for circulation, returned to the Fed-
eral reserve banks throngh which they were originally issued. Fed-
eral reserve notes received by the Treasury, otherwise than for re-
demption. [shall] may be exchanged for [lawful money} pold out
of the [five per centum] redemption fund hereinafter provided and
returned [as hereinbefore provided] to the reserve bank through
which they were originally issued, or they may be returned to such
bank for the credit of the United States. Federal reserve notes unfit
for circulation shall be returned by the Federal reserve agents to the
Comptroller of the (urrency for cancellation and destruction,

The IFederal reserve board shall fhave power, in its discretion, to}
require each Federal reserve [banks] dank to maintain on deposit
in the Treasurv of the United States a sum in gold [equal to five
per centum of} sufficient in the judgment of the Secretary of the
Treasury for the redemption of [such amount of] the Federal re-
serve notes [as may be] issued to [them under the provisions of this
act] swch bank but in no event less than five per centum; but such
[five per centum] deposit of gold shall be counted and included as

art of the thirty-three and one-third per centum reserve hereinbe-
ore required. The [said} board shall [also] have the right, acting
through the Federal reserve agent, to grant in whole or in part
or to reject entirely the application of any Federal reserve
bank for Federal reserve notes; but to the extent [and in the
amount] that such application may be granted the Federal re-
serve board shall, through its local Federal reserve agent [ deposit])
supply Federal reserve notes [with] to the [banks] bdank so apply-
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ing. and such bank shall be charged with the amount of such notes
and shall pay such rate of interest on said amount as may be estab-
lished by the Federa! reserve board, [which rate shall not be less
than one-haif of one per centum per anniim ,J #nd the amount of such
Federal reserve notes so issued to any such bank shall, upon delivery,
become a first and paramount lien on all the assets of such bank.

Any Federal reserve bank may at any time reduce its liability for
outstanding Federal reserve notes by [the deposit of:!‘ depositing,
with its Federal reserve agent, Federal reserve notes, [whether issued
to such bank or to some other reserve bank, or lawful money of the
United States,] gold certificates, or gold [bullion, with any IFederal
reserve agent, or with the Treasurer of the United States, and such
reduction shall be accompanied by a corresponding reduction in the
required reserve fund of lawful money set apart for the redemption
of said notes and by the release of a corresponding amount of the
collateral security deposited with the local Federal reserve agent}.

The Federal reserve agent shall hold such gold certificates and
gold available for exchange for the outstanding Federal reserve notes
when offered by the reserve bank of which he is a director. Upon
the request of the Secretary of the Treasury the Federal reserve
board shall require the Federal reserve agent to transmit said gold
to the Treasury of the United States for the redemption of such
notes.

Any Federal reserve bank may at its discretion withdraw collateral
deposited with the local Federal reserve agent for the protection of
its Federal reserve notes deposited with it and shall at the saume time
substitute therefor other like collateral of equal [valued amount
approved by the Federal reserve agent under regulations to he pre-
scribed by the Federal reserve board.

In order to furnish suitable notes for circulation as Federal ve-
serve notes, the Comptroller of the Currency shall, under the diree-
tion of the Secretary of the Treasury, cause plates and dies to be
engraved in the best manner t® quard against counterfeits and fraud-
ulent alterations, and shall have printed therefrom and numbered
such quantities of such notes in blank of the denominations of $1. 82,
$6, $10, 820, 850, $100, as may be required to supply the Federal ve-
serve banks. Such notes shall be in form and tenor as dirccted by
the Secretary of the Treasury under the provisions of this act and
shall bear the distinctive numbers of the several Federal rescrve
banks through which they are issued.

When such notes have been prepared, they shall be v posited in the
Treasury, or in the gubtreasury or mint of the United States nearest
the place of business of each Federal reserve bank, and shall be held
for the use of such banlk subject to the order of the Comptroller of
the Currency for their delivery, as provided by this v-t.

The plates and dies to be procured by the Comptroller of the Cur-
r ;;r the printing of such circulating notes <lall remain under
his control and direction, and the expenses necessarily incurred in
executing the laws relating to the procuring of such notes, and all
other expenses incidental to their issue and retirement, shall be paid
by the Federal reserve banks, and the Federal reserve board shall
tnclude in its estimate of expenses levied against the Federal reserve
banks a sufficient amount to cover the expenses herein prowvided for.

S s
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Lhe ecamination of plaies, dies, bed pieces, and so forth, and
reguiations relating to such examination of plates, dies, and so
forth, of national-bank notes provided for in scction fifty-one hun-
dred and seventy-four, Revised Statutes, is hereby erxtended to in-
clude Federal reseirve notes hercin provided for.

Any appropriation herclofore nmade out of the gencral funds of
the T'recsury for engraving plates and dics, the purchase of dis-
tinctive paper, or to cover any other expense in connection with
the printing of national-bank notes or notes provided for by the
act of May thirtieth, nincteen hundred and cight, and any distinctive

aper that may be on hand at the time of the passage of this act may
15& wsed in the discretion of the Secretary for the purposcs of this
act, and ghould the appropriations heretofore made be insufficient
to meet the requirements of this act in addition to circulating notes
provided for by caxisting law, the Secretary is hereby authorized to
use so much of any funds in the Treasury not otherwise appropriated
for the purpose of furnishing the notes aforesaid: Provided, how-
ever, That nothing in this scction contained shall be construed as
crenmipling national banks or Federal rescrve banks from their liabil-
ity to reimburse the United States for any expenses incurred in print-
ing and is2uing circulating notes.

Eit <hall be the duty of every Federal reserve bank to receive on
deposit. at par and without charge for exchange or collection, checks
and drafisdrawn upon any of its depositors or by any of its depositors
upon any other depositor and checks and drafts drawn by any de-
positar in any other Federal reserve bank upon funds to the credit
of said depositor in said reserve bank last mentioned, nothing herein
contained to be construed as prohibiting member banks from mak-
ing reasonable changes to cover actual expenses incurred in collecting
and remitting funds for their patrons.}

Evory Federal reserve banke ghall reccive on deposit from member
Lanks or from Fedcral reserve banks checks and drafts drawn upon
any of its depositors, and when remitted by « Federal reserve bank,
checks and drafts drawn by any depositor in any other Federal
rescrec Lhanie ar member bonl wpon funds to the credit of said de-
poxitar in sail rescrve bank or member banke, Nothing herein con-
tained shall be construed as prohibiting a member bank from making
reasunalile charges for eheeles and drafts so debited to its aceount, or
for coliccting and remitting funds, or for exchange sold to its patrons.
The Federal yeserre board may. by rule, fe the charges to be col-
lected by the member banks from its patrons whose checls are
cleared Shiough the Federal reserve bank and the charge which may
be impored for the scrvice of clearing or collection rendered by the
Fedeval reserpe banie. '

The Fedoral reserve board shall make and promuleate from time
to time regulations governing the transfer of funds [xt par} and
chary s there for minong Federal reserve banks and their branches, and
My atits diseretion exercise the functions of a clearing house for
such }‘!‘@(ﬂmi reserve hanks, or may designate a Federa] reserve bank
to exercise such funections, and mayv also require each such bank to
foquo t_‘!;e‘- ;’zmctmns of a clearing Im_nf;e for its member banks.

SEC IS That <o much of the provistons of section fiftv-one hun-
dre(_i and fifty-nine of the Reviced Statutes of the 1Tnited States, and
section four of the act of June twentieth, eighteen hundred and
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seventy-four, and section eight of the act of July twelfth, eighteen
hundred and eighty-two, and of any other provisions of existing stat-
utes, as require that before any national banking association shall be
anthorized to commence banking business it shall transfer and de-
liver to the Treasurer of the UTnited States a stated amount of United
States registered bonds be, and the same is hereby, repealed.

REFUNDING BONDSE,

[Sec. 19. That upon application the Secretary of the Treasury
shall exchange the two per centum bonds of the United States bear-
ing the cirealation privilege depostted by any national banking asso-
ciation with the Treasurer of the United States as security for cir-
culating notes for three per centum bonds of the United States
without the cirenlation privilege, payable after tweuty years from
date of i~sue.apd exempt from Federal, State, and municipal taxation
both as to income and principal. No national bank shall, in any one
year. present two per centum bonds for exchange in the manner here-
inhefure provided to an amount exceeding five per centum of the total
antonnt of bonds on deposit with the Treasurer by said bank for ecir-
culation purposes. Should any national bank fail in any one year to
s0 exchange s full quota of two per centum bonds under the terms
of thi~ act. the Secretary of the Treasury may permit any other
national bank or banks to exchange bonds in excess of the five per
centum aforesaid in an amount equal to the deficiency caused by the
fatlure of anv one or more banks to make exchange in any one year,
allotment to be made to applying banks in proportion to their hold-
ings of bonds. At the expiration of twenty years from the passage
of this act every helder of United States two per centuni bonds then
outstanding shall receive payment at par and acerued interest.  After
twenty vears from the date of the passage of this nct national bank
notes «till remaining outstanding shall be recalled and redeemed by
the national banking associations issuing the same within a period
and under regulations to be prescribed by the Federal reserve board,
and notes still remaining in circulation at the end of such period shall
be seenred by an equal amount of lawful money to be deposited in the
Treasury of the United States by the banking associations originally
issning such notes. Meanwhile every national bank may continue to
apply for and receive cirenlating notes from the Comptroller of the
Curreney hased upen the deposit of two per centum bonds or of any
other bonds bearing the eireulation privilege; but no national bank
shall be permitted to issue other circulating notes except such as are
secured as in this seetion provided or to issue or to make use of any
substitute for such circulating potes in the form of clearing-house
loan certificates, eashiier’s cheeks, or other obligation.}

See, 19, Upon application by a Federal veserve bank the Secretary
of the Troaswry shall, for the accovnt of such banlk, assume the re-
demption of cirevlating notes of any national bank requesting the
sume and suprendering in writing the two per contum bonds held in
trust by the Treasurer of the United States as sceurity for its circula-
tion. Such two per contum bonds shall, at the option of such Federal
pesersre bank, be reissued by the Secretary of the Treasury as bonds
bearing three per cenbum intercst, due July first, nincteen hundred
and thirty-three, or as one-year notes rencwable from year to year
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until July firet, nineteen hundred and thirty-three, and bearing in-
terest at the rate of three per centum per annum. The amount of
the redemption of such notes shall not exceed $36,000,000 per annum
and shall be apportioned pro rala among the national banks apply-
ing for such vedemption at the end of each quarterly period of any
fiseal year. The circulating notes of any national bank, the redemp-
tion of whick is so. assumed, skall, when delivered to the Treasury
Jor redemption, be canceled and redeemed ot o{ funds to be furnished
the Sceretary of the Treasury by the Federal reserve bank making
the application aforcsaid; and the Federal reserve board shall there-
upon deliver to the Federal reserve bank an equal amount of Federal
reserve motes without interest or penalty of any kind, and the two per
centum honds aforesaid, or the th}:'ee per centum bonds or notes issued
in lieu thercof, shall be held in trust for such Federal reserve bank
by the Treasurer of the United States as security for the redemption
of such notes.

BANK RESERVES.

[Sec. 20. That from and after the date when the Secretary of the
Treasury shall have officially announced, in such manner as he may
elect, the fact that a Federal reserve bank has been established in any
designated distriet, everv banking sssocintion within said district
which shall have subseribed for stock in such Federal reserve bank
shall be required to establish and maintain reserves as follows:

(a) If a country bank as defined by existing law, it shail hold and
maintain a reserve equal to twelve per centum of the aggregate
amount of its deposits, not including savings deposits hereinafter
provided for. Five-twelfths of cuch reserve shall consist of money
which national banks may under existing law count ns legal reserve,
held sctually in the bank’s own vaults; and for a period of fourteen
months from the date aforesaid at least three-twelfths and thereafter
at least five-twelfths of such reserve shall consist of a credit balance
with the Federal reserve bank of its district. The remainder of the
twelve per centum reserve hereinbefore required may, for a period of
thirtv-six menths from and after. the date fixed by the Secretary of
the Treasury as hereinbefore provided. consist of balances due from
natiouxl banks in reserve or central reserve cities as now defined by
law. ¥rom and after a date thirtv-six months subsequent to the date
fixed by the Secretary of the Treasury as hereinbefore provided the
said remainder of the twelve per centum reserve required of each
countrv hank shall consist either in whole or in part of reserve money
in the bank’s own vaults or of eredit balance with the FFederal reserve
bank of its district. '

(1)} ITf a reserve city bank as defined by existing law, it shall hold
and maintain, for a period of sixty dayvs from the date fixed by the
Secretary of the Treasury as herembefore provided, a reserve equal
to twenty per centum of the aggregate amount of its deposits, not
including savings deposits hereingfter provided for, and permanently
thereafter eighteen per centum. At least one-half of such reserve
shall consist of money which national batks may under existing law
count ns legal reserve, held actnally in the bank’s own vaulfs. After
sixty duys from the date aforessid, and for a period of one year, st
least threc-cighteenths and permancntly thereafter at least five-
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eighteenths of such reserve shall consist of a credit balance with the
Federal reserve bank of its district. The remainder of the reserve
in this paragraph required may, for a period of thirty-six months
from and after the date fixed by the Secretary of the Treasury as
hereinbefore provided, consist of balances due from national banks
in central reserve cities as now defined by law. From and after a
date thirtv-six months subsequent to the date fixed by the Secre-
tary of the Treasury as hereinbefore provided, the said remainder of
the eighteen per centum reserve required of each reserve city bank
shall consist either in whole or in part of reserve money in the bank’s
own vaults or of credit balance with the Federzal reserve bank of its
district.

(c) If a central reserve city bank as defined by existing law, it
shall hold and maintain for a period of sixty days from the date
fixed by the Secretary of the Treasury as hereinbefore provided a
reserve equal to twenty per centum of the aggregate amount of its
deposits, not including savings deposits hereinafter provided for, and
permanently thereafter eighteen per centum. At least one-half of
stich reserve shall consist of money which national banks may under
existing law count as legal reserve, held actually in the bank’s own
vaults. After sixty days from the date aforesaid, and thereafter for
a period of one year, at least three-eighteenths and permanently
thereafter at least five-eighteenths of such reserve shall consist of a
credit balance with the Federal reserve bank of its district. The
remainder of the eighteen per centum reserve required of each cen-
tral reserve city bank shall consist either in whole or in part of
reserve money actually held in its own vaults or of credit balance
with the Federal reserve bank of its district.J

See. 20, Demand Tiabilities within the meaning of this act <hall
comprise all labilitics maturing within thirty days. and time depos-
its shall comprise oll deposits payalle after thirty days.

When the Secrctary of the Treaswry shall have officially an-
nownced, in suckh manner az he may elect. the establishment of a Fed-
eral veserve bank in any district. every subseribing member banls shall
estalilish and maintain reserves as follows:

{a} A bank not in o reserre or central reserve ¢ity as now or here-
after defined shall hold and maintain rescrves cqual to twelve per
centum of the aqggreqate amonnt of its demand liabilities and fire per
centum. of its time deposits, as follows:

In its raults for a peviod of thirty-siv months after said date four-
twelfths thereof.

In the Federal reserve hank for a period of fourtcen months after
gaid date two-twelfths, and permanently thereafter five-troelfths,

For a period of thirty-<iv months after said date the balance of
the reserves may be held in its own vanlts, or in the Federal regerve
bank, or in banks in reserve or contral reserve city banks as now
defined by law.

After said thirty-siz months’ period said reserves, other than those
hereinbefore required to be held in the reserve bank. chall be held in
the rvaults of the member bank or in the Federal reserve bank, or in
both, at s oplion.

(b)Y A bank in a reserre city, as now or hereafter defined, shall hold
and maintain reserves cqual to eiqhteen per centum of the aggregate
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amount of its demand liabilities and five per centum of its time depos-
tia, as follows:

In its vaults siv-eighteenths thereof.

In the Federal reserve bank for a period of fourteen months after
the date aforesaid at least three-eighteenths and permanently there-
after siw-eighteenths of said reserve.

For a period of thirty-sizx months after said date the balance of
said reserves shall be held in its vaults, in the Federal reserve bank,
or in central reserve city banks as now defined by law.

After said thirty-siw months’ period all of said reserves, emxcept
those hereinbefore reizz'red to be held permanently in the Federal
reserve bank, shall be held in its vaulis or in the Federal reserve bank,
or-in both, at its option.

(¢) A bank in a central reserve city as now or hereafter defined
shall hold and maintain a reserve equal to eighteen per centum of the

gregate amount of its demand liabilities and five per centum of its
tsme deposits, as follows:

In ity vaulls six-eighteenths thereof.

In the Federal reserve bank for a period of fourtcen months after
the date aforesaid at least three-eighteenths, and permanently there-
after six-eighteenths.

For a period of thirty-siw months after said date the balance of
said reserves shall be held in its own vaulis or in the Federdl reserve
bank at its option.

After said thirty-siz months’ period all of said reserves, except
those herein permanently required to be held in the Federal reserve
bank, shall be held in its own vaults or in the Federal reserve bank,
or both, at its option,

Any Federal reserve bank may receive from the member banks as
reserves, not exceeding one-half of said installment thereof, eligible
disczunted paper properly indorsed and acceptable to the said reserve
bank,

If a State bank or trust company i3 required by the laws of its
State to keep its reseries either in it3 own vaults or with another
State bank or trust company, such reserve deposits so kept in such
State bank or trust company shall be construed, within the meaning
of this section, as if they were reserve deposits in a national bank
in @ reserve or central reserve city for a period of three years after
the Secretary of the Treasury shall have officially announced the
establishment of a Federal reseirve bank in the district in which such
State bank or trust company is situate. Ewxcept as thus provided
no member bank shall keep on deposit with any nonmember bank a
sum in excess of ten per centum of its own paid-up capital and sur-
plus. No member bank shall extend directly or indirectly the benefits
of this system to a nonmember bank, except upon writien permis-
sion of the Federal reserve board, under penalty of suspension.

The reserve carried by a member bank with a Federal reserve bank
may, under the regulations and subject to such penalties as may be
preseribed by the Federal reserve board, be cgecked against and
withdrawn by such member bank for the purpose of meeting ewvisting
liabilities: Provided, however, That no bank shall at any time make
new loang or shall pay any dividends unless and until the total reserve
required by law i3 fully restored.
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Skc. 21. [That s0] So much of sections two and three of the act
of June twentieth, eighteen hundred and seventy-four, entitled “An
act fixing the amount of United States notes, providing for a redis-
tribution of the national bank currency, and for other purposes,”
as provides that the fund deposited by any nationsl banking asso-
ciation with the Treasurer of the United States for the redemption
of its notes shall be counted as a part of its lawful reserve as pro-
vided in the act aforesaid, be, aud the same is hereby, repealed.
And from and after the passage of this act such fund of five per
centumn shall in no cave be counted by any national banking asso-
ciation as a part of its lawful reserve.

Sec, 220 ['That every Federal reserve bank} /n addition to the
rescrec vequived against the Federal reserve motes emitted by a
Federal reserce banle, it shall [at all times have on hand} maintain
in its own vaults, in gold, or lawful money other than Federal re-
serve notes, a suit fequal tog not less than thirty-thvee and one-third
per centum of its outstanding demand habilities ofher than its Fed-
eral reseree motes,

The Federal reserve board may notify eny Federal reserve bank
whose lnwful reserve shall be below the amount required to be [kept
on hand} meintained, to make good such reserve; and if such bank
shall fail for thirty days thereafter so to make good its lawful re-
serve, the Federal reserve board may [appoint a receiver to wind up
the business of said bank] suspond and take possession of such re-
serve bank and adniinister the swme during the period of suspension.

DANK EXAMINATIONS,

Ske. 23, [That the examination of the atfairs of every national
banking associnticn awthorized by existing law} EFeery member
bank shall [take place] be coramined by the Comptroller of the Cur-
rency at feast twice in each ealendar vear and as much oftencr as the
Federal reserve board shall consider necessary [, in order to furnish
a full and complete knowledge of its condition}. [The Secretary of
the Treasury]d The Federal reserve board may authorize craminag-
tions by the Ntate authoritics to be aceepted in the caze of State banks
and frust companics and may [, however,J at any time direct the
holding of a speeial examination. The person [assigned to the]
making Lof such} the examination [of the affairs) of any [national
banking association] neewcber bank shall have power to eall together
& quorum of the divectors of such [association} bank, who shall,

under oath, stite to such examiner the character and circumstances

of such of its loans or discounts as he may designate [; and from
and after the passage of thic act all bank examiners shall receive
fixed salaries. the amount whereof shall be determined by thel}.
The Federal veserve board shall fir the saluries of oll bank eraminers
and [annually reported] wmake report thereof to Congress. [But
the] 7%e expense of the examinations herein provided for shall be
assessed by auwthority of the Federal reserve board upon the [asso-
ciations] banks examined in proportion to assets or resources held
by such [associations banls upon [a date during the vear in which
stich examinations are held to be established by the Federal reserve
board. The Comptroller of the Currency shall so arrange the duties

ek
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of national-bank examiners that no two successive examinaticns of
any association shall be made by the same examiner} the datee when
the various banks are examined.

In adidition to the examinations made and conducted by the Comp-
troller of the Cnrrency, every Federal reserve bank may, with the
approval of the Federal reserve agent or of the Federal reserve
board, [arr :mgv] procide for special for periodical] examination of
FhieJ member banks within its district, Such examination shall be
so conducted as to inform the Federal reserve bank under whose
auspices 1t 18 carried on of the condition of its membey banks and of
the lines of eredit which are being extended by them. Every Federal
reserve Dank shall at all times furnish to the Federal reserve bhoard
such informetion as may be demanded by the latter concerning the
condition of any [national bank located] member bank within the
distriet of the snid Federal reserve bank.

No association shall be snbject to any visitorial powers other than
such os ave authorized by law, or vested in the courts of justice, or
such as shall be or shall have been cacretsed or directed by Congress,

or cither House thercof, or any committee thereof.

E1he Federal reserve board shall as often as it deems best, and in
gny case not less frequently than four times each year, or ‘der an ex-
&mirmtmn of national banking associations in reserve cities. Such
examinations shall show in detail the totn! amount of loans made by
each bavk on demand. on {ime, and the different classes of collateral
held {o protect the various loans, and the lines of credit which are
being extended by them.J The Federal rescrve board shall, at least
once each vear, order an examination of each Federal reserve hank,
and upon joint application of ten member banks the Federal re-
serve boand shall order a special examination and report of the con-
dition of anv Federal reserve bank.

See. 24, [That no national} No memder bank or any offcer, di-
rector, or cployee thereof shall hereafter make any loan or grant
any gratuity to any examiner of such bank.  Anv-bank officer. diree-
for, or emplogee thereof Eoffending againstY violating this provision
shail he deemed guilty of a misdemeanor and shall be i prisoned not
crecoding ane year ur fined not more than $3.000, or both : and fined
a further sum equal to the money so loaned or gratuity given [ and
the officer or officers of a bank making such loan or granting such
gratuity shall be likewise deemed gnilty of a misdemennor aid each
shall he fined not to exeead $5.000.  Anyv examiner accepting a loan
or gratuity from any bank examined by him oy from an offcer, divec-
tor, or employee fﬁmcof shalt be deemed guilty of a misdemennor and
shall be i privoned not ervceeding one year or fined not mare than
F2.000. or Borh: and mrmi a further sum equal to the money so loaned
or gratuity given: and shall forever thereafter be (h\thhvd from
hol&mg office as a national-bank examiner. No naticnal-bank ex-
aminer shall perform any other service for compensation [whiie
holding such officeY for any band or offcer, divcctor. v employee
thereof.

ENo officer or dirvector of a national bank shall receive or he bene-
ficinry. cither directly or indirectly, of any fee (other than a legiti-
mate fee paid an attumw af law for legal services). commission, glft
or other considerntion for or on account of any loan, purchase, sale,
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payment, exchange, or transaction with respect to stocks. honds. or
other investment securities or notes, bills of exchange. acceptances,
bankers™ bills, cable transfers or mortgages made by or on behalf of
a national bank of which he is such officer or director.} Qthey thon
the usual salary or divector's fee paid to any officer, divector. or -
ployce of @ member bank and other than a yeasonable fee paid to such
officer, divector, or employce acting as an attorney af law for legal
services rendeved to such banky, no officer, director, employee, or
attorney of a member bank shall be a beneficiiry of or reccive,
directly or indirectly. any fee, cominission, gi/;, or other considera-
tion for or (u connection with any transaction or business of the
bank. No exraminer, public or private, shall disclose the names of
borrowers or the collateral for loans of « member bank to other than
the proper officers of suck bank without first having obtained the er-
press permission in writing from the Comptroller of the Cwirency,
ercept when ordered to do so by a court of competent jurizdiction, or
by direction of the Congress of the United States, or either IHouse
thereof, or any committee thereof. Any person violating any pro-
,vision of this section shall be punished by a fine of not exceeding
$5.000 or by imprisonment not exceeding [five yvears] one year, or
both [such fine and imprisonment, in the discretion of the court hav-
ing jurisdiction]. g

%‘chept so far as already provided in existing laws this provision
shall not take effeet until [<ix months] «ixty days after the passage
of this act.

See. 25, [That from and after the passage of this act the] The
stockholders of everv [national banking association] menidber bank
shall be held individually responsible for aill contracts, debts, and en-
gacement= of such [ascocintion} bank:, cach to the amount of his
stock therein, at the par value thereof in addition to the amount in-
vested in sueh stock,  The stockholders 1 any [national banking
assceintiony weewder o who shall have transferred their shares or
registered the trausfer thercof within =ixty days next before the
cditte of the failure of <uch [association benZ: to meet its obligations,
or with lnowlodge of sueh impending foilure, <hall be Lable to the
same extent as if they had made no such transfer. fo the cotent that
the wubseqnent transferce fuils o meet suef Liahility: but this pro-
viston shall not be construed to affeet inany way any recourse which
sueh shaveholders might otherwise have ngainst those in whoge names
siuch shares arve registered at the time of snch failure.  [Section fifty-
one hundred and lifty-one. Revised Statetes of the United Ntates, s
hereby reenacted except in <o far as modified by this <ection.}

LOANS ON FARM LANDS,

Sec, 26, [That any]} Any national banking assoecintion not sttu-
ated in a reserve citv or eentral reserve city may make loans secured
by improved and nneneumbered farm land. situated within its Fed-
cral reserve distriet. but no such loan shall be made for a longer time
than [twelve monthsy fire yeors, nor for an amount exceeding fifty
wr eentim of the actual value of the property offered as security
L and <uch property shall be situated within the Federal reserve dis-
triet in which the bank is located].  Any such bank may make such
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loans in an aggregate sum equal to twenty-five per centum of its
capital and surplus.

The Federal reserve board shall have power from time to time to
add to the list of cities in which nationaf)banks shall not be permit-
ted to make loans secured upon real estate in the manner described
in this section.

[saviNGs pEPARTMENT.]

[5ec. 27, That any national banking association may, subsequent
to a date one year after the organization of the Federal reserve board,
make apphcaginn to the Comptroller of the Currency for permission
to open a snvmégs department. Such application shall set forth that
the directors of said national bank have by a majority vote appor-
tioned a specified percentage of their paid-in capital and surplus to
said savings department, and to that end have segregated specified
assets for the uses of said department, or that cash capital for the
said savings department has been,obtained by subscription to addi-
tional issues of the capital stock of said national bank: Prosided,
That the capital thus set apart for the uses of the proposed savings
department aforesaid shall in no case be less than $15,000, or than a
sum equal to twenty per centum of the paid-up capital and surplus
of the said national bank.

In making the application aforesaid any national banking associ-
ation may further apply for power to act as trustee for mortgage
loans subject to the conditions and limitations herein prescribed or
to be established as hereinafter provided.

Whenever the Comptroller of the Currency shall have approved
any such application as hereinbefore provided, he shall so inform
the applying banl, and thereafter it shall be authorized to receive
savings deposits as so defined. and the orgunization and business con-
ducted or possessed by said bank at the time of making said applica-
tion. except such as has becen specifically segregated for the Savings
department. and subsequent expansions thereof shall be known as
the commercial departinent of the said bank. The said departments
shall. to all intents and purpoeses. be separate and distinet institu-
tions save and except as hereinafter expressly provided. The capital,
surplus. deposits, securities. investments. and other property. effects,
and assets of each of satd departments shall. in no event. be mingled
with those of the other department. or used. either in whole or in
part. to pay any of the depesits of the other department until all
of the depesits of its own department have been fully paid and satis-
fied.  National banks may increase or <iminish their capital stock in
the manner now provided by law. but whenever such general increase
or reduction of the capital stock of any national bank operating upon
the provisions of this section shall be made such inerease or reduc-
tion shall be apportioned between the commercial and savings de-
partments of the said bank as its board of directors shall prescribe,
notice of suchi increase or reduction. and of the apportionment
thereof. heing forthwith given to the Comptroller of the Curreney;
and any such national bank may increase or diminish the capital
already apportioned to either its savings or commercial department
to an extent not inconsistent with the provisions of this section,
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notifying the Comptroller of the Currency as hereinbefore provided.
The savings department for which suthority has been solicited and
granted shall have control of the cash or assets apportioned to it
as hereinbefore provided, and shall be organized under rules and
regulations to be prescribed by the Comptroller of the Currency.

Both the savings and commercial departments so created shall,
however, be under the control and direction of a single board of
directors and of the general officers of said bank.

AH business transacted by the commercial department of any such
national bank shall be in every respeet subject to the limitations and
requirements provided in the national banking aet as modified by
this act. and such business shall heneeforward be known ss commer-
ctal business,

The savings department of escli such national bank shall be author-
ized to ncenmulate and loan the funds of its depositors, to receive
depaosits of current funds, to purchase seeurities authorized by the
Federal reserve board. to loan any funds in its possession upon real
estate or other authorized security, and to collect the same with
inferest. and to declare and pay dividends or interest upon its de-
posits. The Federal reserve board is hercby aunthorized to exempt
the savings departments of national banking associations from any
and every restriction upon classes or kinds of business laid down in
the national banking act. and it shall be the duty of the said hanrd
within one year after its organization to prepare and publish rules
and regulations for the conduet of Lusiness by =uch savings depart-
ments. The said regulutions shall require every national bank which
shall conduet a savings department and a commercial department to
segregate s own vaults the eash and assets belonging to such
departments, respectively, and shall preseribe the general forms of
separate books of acconnt to be used by each such department for its
exclusive and individual u~e. The regulations aforesaid shall further
~specify the period of notice for the withdrawal of deposits made in
the sald savings department and shall forbid the acceptance of de-
posits by one department of such national bank from the other de-
partment of such bhank. The Federal reserve hoard shall make and
publish at it< diseretion lists of securities, paper, bonds, and other
forms of investment. which the saving departments of national bauks
shall e anthorized to bay or loan upon: and said hsts need not be
uniforny thronghout the United States, but shall be adapted to the
comditions of business in ditfferent seetions of the country.

It shall be the duty of every national bank to maintain, with re-
spect to all deposit Hablities of s savings department, a reserve in
money which nay under existing law be counted as reserve, equal
to not less than five per ecentum of the total deposit liabilities of
such department. and every national bank authorized to maintain
a savings department i= hereby exempted from the reserve require-
ments of the national banking act and of this act in respeet to the
said depoxit liabilities of s =avings department, except as in this
section provided. Every regulation made in pursuance of this see-
tion shall be duly published. and also posted in every member bank
having a savings departmeut.

Every officer, divector, or employee of any member bank who shall
knowingly or wilifully violate any of the provisious of this section,
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or any of the regulations of the Federal reserve board, or of the
Comptroller of the Currency, made under and by virtue of the pro-
visions of this section, shall be guilty of a felony, and on conviction
thereof shall be punished by a fine not exceeding $3,000 or by 1m-
prisonment not exceeding two years, or both, in the discretion of the
court.}

FOREIGN BRANCHES,

Sec. 28. That any nationa! banking association pessessing a capi-
tal and surplus of $1,000,000 or more may file application with the
Federal reserve board, upon such conditions and under such cir-
cumstances as may be prescribed by the said board, for the purpose
of securing authority to establish branches in foreign countries or
dependencies of the United States for the furtherance of the foreign
commerce of the United States and to act, if required to do so, as
fiscal agents of the United States. Such application shall specify,
in addition to the name and capital of the banking association filing
it, the [foreign country or countries or the dependencies of the
United States] place or places where the banking operations pro-
posed are to be carried on and the amount of capital set aside by the
said banking association filing such application for the conduct of
its foreign business at the branches proposed by it to be established
in [foreign countries] such place or places. The Federal reserve
board shall have power to approve or to reject such application if, in
its judgment, the amount oF capital proposed to be set aside for the
conduct of foreign business is inadequate or if for other reasons the
granting of such application is deemed inexpedient.

Every national banking association which shall receive authority
to establish foreign branches [in foreign countries] shall be required
at all times to furnish information concerning the condition of such
branches as the Comptroller of the Currency upon demand, and the
Federal reserve board may order special examinations of the said
foreign branches at such time or times as it may deem best. Every
such national banking association shall conduct the accounts of each
foreign branch independently of the accounts of other foreign
branches established by it and of its home office, and shall at the end
of each fiscal period transfer to its general ledger the profit or loss
accruing at each [such] branch as a separate item.

SEC. 29. EThat, all] AU provisions of law inconsistent with or
superseded by any of the provisions of this act [be, and the same are]
are lo that extent and to that extent only hereby[.] repealedf: /ro-
vided, That nothingd. Nothing in this act contained shall be con-
strucd to repeal the parity provision or provisions contained in an
act approved March fourteenth, nineteen hundred, entitled *An act
to deﬁne and fix the standard of value, to maintain the parity of all
forms of money issued or coined by the United States, to refund the
‘public debt, and for other purposes,” and the Secretary of the T'reas-
ury may for such purposes, or to gtrengthen the gold reserve, borrow

oid on the security of United States bonds or for one-year noies
gearing interest at a rate of not to exceed three per centum per an-
num, or sell the same if necessary to obtain gold. When the funds
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onetary Commission, which, expires by Limitation under the terms
of such act on the thirtieth day of June, nineteen hundred and four-
teen, are heredy extended to December thirty-first, nineteen hundred
fourteen, ang sections fifty-one hundred and fifty-three, fifty-one
hundred and seventy-two, fifty-one hundred and ninety-one, and
RJty-to hundred and fourteen of ths Revised Statutes of the United

indred end eight, are heredy reenacted to read as such sections reqd
prior to May twentieth, nineteen hundred and eight, subject to such
emendments or modifications as are preseribed in this act.

Sxc. 80. That the right to amend, alter, or repeal this act i hereby




