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BANKING AND CURRENCY. 

SomusEn 22. 1013.-Ordered to be prlnted. wlth the lndlvldual vlewt of mam
bers of the commlttee. 

Mr. Hrw~icncr for himself, Messrs. NELBON, b m m ,BBISTOW,
McLEAN, and 6EEKS). from the Committee on Banking and Cur
rency, submitted the following 

VIEWS. 
[Toaccunipany H.R. 7837.1 

The undersigned members of the Banking and Currency Com
mittee, constituting one-half of its membership, regret their inability 
to present to the Senate the majority report, which until lately ap
peared to be probable, on I T .  R. 7837, known as the Federal Reserva 
Act. 

We tnke leave, however. to present the following statement of our 
views and to recommend the passage of the bill with the arnend
ments which we incorporate in the print of the bill which we have 
submitted. We also append hereto and ask to have printed herewith 
the bill as  it woiild rend if so amended. 

The House bill was received b,v the committee September 18 lllilt 
past. We had commenced to hold hearings upon it prior to that 
time, and they Fere continued up  to October 25. I n  these hearings 
many witnesses from all parts of the country, including bankera of 
all classes, merchants, business men, publicists, ex rts, and political
economists, were examined. Milch valuable inp " .ormation was ob
tained and mang nseful suggestions were made which greatly aided 
the committee in perfecting the bill. The testimony covers over 
:'$XI0 pages and has been printed for the me of the Senate. 

On October 27, following the close of the hearings, the committee 
went into executive session and begun a t  once consideration of the 
1-ital provisions of the hill. 1)iscnssion was followed in each case 
by a vote in full committee on the vital provisions of the bill and, 
among others, the following important changes were tentatively de
cided on : 
Rp a vote of 6 t o  4 the coninlittee derided that the reserve board 

shall do the work of >in orpinization committee. 
n y  II vote of !) to 1 the Swretary of .\griculture was taken off the 

reserve board. 
Ily 21 \-ate of 8 to 2 the Comptroller of the Currency was taken off 

the board. 
I3v u vote of 9 to  3 the Secretary of the Treasury was retained 

1 1  p i n  the tmard . 
* 
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I3y a vote o f  t; t,o 4 the nieiribersliip of tlir rpserve kji>:trcl wits in-
creased to nine :i i icl  the term of rnemh~rsfisetl ;it riglit yeitrs, orle re-
tiring eacli year.

fiy :L Vote of 7 to 5 t,lle I I I I T I I ~ E ~ X  \y:ls re(lll,:e<l too f  Frtlcr~i]1 ~ : i ~ i k S  
f o l l l ' ,  xntl  zit, (ille time this vote for four I ' w ~ ~ J - ~ ~tl:,llks sioot[ 8 t o  4, 

:I, vote of 7 t o  5 it W:IS tlevitletl t1i;lt the I I ~ T Vsystellr sIio1.1l~1,1 % ~  so 
f:ir as possible, Iw owlied by the people ~ I I C ~th:tr tile stock slioul(~liw 
ofit.rec1 to tlie piiblicl ;it ptir for 60 dnys, tile b:iI1ks beilig 111ere1yre-
qnired to imde,r\vrite the issue a i i c i  tttke, w11:it tile puhlic tliil lint 
subi;ci:il)e for. 

By the snnie vote i t  was decided that the banking interests shall 
elect four directors and the Federal board re resentln the Govern
ment shall select five directors of each Federay reserve %ank. 

By a vote of 10 to 2 it was decided that the capital stock of the 
regional banks shall be G per cent of the capital and surplus of the 
national banks in the district and, whether taken by the ublic or 
the banks, shall be paid for one-third cash, one-third in 30Kays, and 
one-third in GO days.

' B  a vote of 8 to 4 it was decided that the Federal reserve notes 
shalfbe payable in gold.

B a bate of 4 to 8 the effort t o  substitute bank notes guaranteed
by tge Goxernment for United States notes mas beaten.. _  

Thus we were going through the bill taking one important pro-
vision after another and voting upon it in a nonpartisan spirit, and 
making such progress that it was hoped tlie bill could be reported by
the 15th of this month. Consideration and decisions had been non-
partisan in character in accordance with the views expressed in the 
open Senate October 9 by Senntors on both sides of the Chamber. 

At this juncture, hon-ever, in the committee deliberations, a motion 
to reconsider one of the important questions was made and carried,
and the whole subject was thromn open again. After several days of 
discussion it was found on taking a vote that the committee had be-
acme evenly divided and finally six of our colleagues on the com
mittee withdrew from our meetings nnd proceeded to  consider the bill 
in separate session. We continued with the consideration of the bill, 
although lacking a uorum, accepting the decisions which had already
been tentatively ma3e in full committee as above specified.

Waiving a strong preference which prevailed in committee in favor 
of a single Government bank with branches, we acce ted the regional
bank plan as the cinly hopeful outlook for action by tf..115 Congress, but 
retained the amendment substituting 4 re ional banks for 12. While 
the single Government bank plan woulcFi produce the only perfect
mobilization of reserves, as has been demonstrnted by the experience
of other countries, the adoption of four regional banks under a single
control will, it is thought, approximate this result and, in n country 
so large as oim, with so many bnnks, rolmL:ly prnse efficient. Every
nddition to  tliis number of reserve Knn,<s ntllrt inwitably tend to 
dis5ipate the reserves and weaken the sy-ttw. The more re.wrve 
~ m k sthe less perfect will be the :ISC of I'PSWYC funds, which means 
that asset currency will be issued wit11 grcnter frequency and in 
larger volllmc. It wi l l  often 1i:ippen witli a q d c m  of 12 reserve 
bank: tltnt a nnmlirr of them will 1)c calling for riirrency and chnrg
ing n ltipli i~~ter rs tr:~tewlwn otl:rr ~PSPI ' \ 'C1,anlis ill be in their dul l  
Season wit11 slnck demand for inoney nntl 1:irgc li:iltlnce<. TYitli four 
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reserve banks, each embracing a large territory served by branch= 
and having a variety of climate and interests, this would rarely occur. 
Moreover, to cut the country up into many reserve districts means 
that most of the reserve banks would be comparatively weak and 
would not inspire confidence. They would not even equal in 
some of their member banks supposed to depend on them. 

I t  would probably be difficult to sell to the public the stock in these 
small reserve bnnks because they might not be able to earn dividends 
and would probably be frequently compelled to call upon the stronger 
ones for assistance. 

In our opinion the o\vriwship of the stock by the people is highly
important. If $1O(i,OOO,OOo of stock in tliese four reserve h;inks 
ciin be sold to tlie public :IS n 5 prr ccntuin inrestment therc will 
be thereby added to tlie banking capital of the United States that 
great sliin o f  nicmey. \Ye think this very deiirtible. At present
there is :I deficiency in the banking capitnl.in inally sections of the 
United States. The tendency of e:~clih:ink has bcen to do as large 
a volunre of business on as sni:ill a n  unio i ln t  of capital as possible 
for the. purpose of niaintaining dividentls, and the result hns been a 
growing tlispnrity in the proportion of c:ipitlil to deposits. To 
compel national banks to subscribe for the capital in  the proposed 
rescrvc I i~ in l~s  of capitalsiuiply nicnns the shifting of r i ; ~ ~ ~ ~ ~ , O O O . O O O  
now nctivcly einploved w i t h  ptwt cfficiency and  benefit to the public
by the v:irioiis bniil;s to :I pliice where the return is liniitctl to 5 per
centuni. Snch :I contract ion from the working capit:il would be to 
aggramte the evil IIOW existing, and \ye greatly prefer the plan of 
bringing this new capital into the b;iiiklng w o ~ l t l  :isid giving to 
small investors the t:ix-free, highly dehirable 5 per centtiin invest
ment which they \vill.eagerly take. I n  this way .tens of thousands 
of our people will lie directly interested in this great Government-
controlled banking system. This is ensilv possible with a system of 
four reserve banks, and it. is very doubtful with a liirger number. 

It  has seemed to us, moreover, wise that upon these reserve banks 
the Government should have a majority of the board of directors. We 
have, therefore, proposed an amendment giving the Government five 
and the banking interests four of these directors. 

I n  the division of earnings we have provided that after the pay
ment of 5 per cent dividends and the accumulation of a surplus
the net profits, instead of being divided between the stockholders and 
the Government. shall be disposed of by giving the Government one-
half nnd with the other half creating a depositors’ insurnrice fund, 
so that when a member bank shall fail in spite of this new system
the deposit.ors may be reimbnrsed out of these accumulated profits.
This method levies a tax upon no bank, but it will add immensely to  
the fccling of confidence and security among depositors and stop
bank runs. 

We have p r o p o d  that the national h n k s  shall decide whether to 
join this new system or not within six innntlis, AS it hiis seemed to 
11sthat :I yeRr is an unriecessnry lcrigtli of tirne. 

\ye have recomnientled that thc size of tlic Igetlenil reserve board 
incicnsrtl to nine, becnu.;c of the n g t  intcrrsts which are intrusted 

t o  i t ,  the great coiintry which mnst be covered. n ~ i dthe ni:inv qiies
tioils : ~ n dromplaint.; wliicli n i i i s t  I)c coirsideretl. Il’c Iiiivc thought 
:~l.;oth:lt every incnlber of the I m n I  shoiild giw Iiis wliole tinic t v  
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the work, and we have therefore excluded the Secret:lry of . \pi-
culture antl the Coniptroller of the Currency, the duties of wlinse 
ofices already absorh all their time. 

We have extentled tlie limit of commercial paper which may be 
discounted by FetleriiI r e w w  txinks from three niontlis to six nioiiths, 
because we have found th:it tliorisrnds of biinks in the \Vest and 
in the Soiith nece. irilv take $isninnths' piper hcc.unse o f  the longer
time required for iigrikiltiiral processes than for the mniiufncturin 
and nierc;intile 1)rocesses of the East. We hnve, however, providei 
that of tlie discountetl paper of any bank not more than 50 per
centuiii o f  it ili:ill btb for the loiig-time period, antl we have sought 
to fiirtlier liniit this Iiy proviiling that i n  no c:we c i i n  :iny h n k  h:iw 
over $U) .OOO o f  Ir:ii)vr t!isc!oiintc.tl exceeding i i  nr:itiirity of !)O 11:iys.

IVv have  rocoiiitiieiitled an anientlrnent 11.v which every n~enibe~~  
t);ink is given. as :I iiiiitttlr of riglit, the pririicgc of discoillit :it i t i  
reserw hank to the aiiioiint of its capital stock at  t l ic lowest ciirrcnt 

r lra te  of interest, providing it presents eligible p:ipeL'. I hi:, is don? 
to prevent tliscriniin:ition ; i p i n d  ii brink and to niaite every lxink 
feel certain that it will  rereire the Iwiicfits of the system. On the 
ottier h:intl. n.e 11:ive :ilso reconinien~lt!tI that :i Federal rewrvo Ixinlt 
shall not cliicount t l i r  piper of an.v nieinlur h i n k  to II greater cztrut 
t han  twice its c:il)ital stock. This  is to pwvent f:ivoritisin :in(! t:ndiit= 
espnsion.  \Ve tlesiyn,,plsn, t o  pl:ice :I check iipnn ~intliieespiii'ion 
of b:ink credits by provl(ling tli:it w1ic.n :I 1,:iiik is :iilowctl to r l i - c o i i n t  

aper to :I Frwter iiiiioiiiit t h a n  its capital stock it ~ 1 1 : i I l  p y  :I 
i i p ~ i e rrate o t  tliicoiint. 

\Ye hiive r:iiwtl t l i e  rc'servt~:ig:iinst notes i n  Iq'etleral rvserve tmnlis 
from :I:!: ' t o  45 1wr ccwt I r ~ ~ a i i s ~ ~IIIPcxlwricw,e o f  the g r w t  r o i i r i 
tries o f  th(, WCI.III :inti Iic,l.:iiise our o\vn eslx~ric~ncewith gretml):wks
has intlicxtcvl t1i:it th is  l i r i i i t  is tlie s:ife one. We Iricve provitletl, 
howevci.. t l i : i t  i i i  r : i w  of cwic.rgenc.y t l i c  rwerve 1iii:ird in:iy niithtrrize 
R restlr\e 11:11ili t o  f i l l 1  below its l i r r i i t  o f  45 1)c.r w r i t  when it is nwcs
snry t o  giw relief III nieniber bani is^ but in  such C R S ~i t  shall pay a 
t;is for c.:ich 2.1 per cent of deficiency. \re hare provided that the 
wserve t i p i n s t  notw iiiiist gold or gold certificates, and we h : ~ v e  

: c c ~ o m ~ r i c ~ r ~ t l c . t lt lwr(~f(zrt~ th i i t  tlie words " nr l a w f u l  11 oney " in the 
I loi irc 1)ill be stricltcri oiit. \Vc. . f w l  tirat n o  :irgiiin&nt upon this i.; 
r~cc~essiiry,its it is olivioiisly i:nsafe to I)ro\,itlethat one (hverninent 
ol)lig:ltiorl ~ i ~ n yhe rc~tleernedIjy another (;iivcrnnrent obligation.

IVe 11:1v(*rc~c~c~~ i~~ne~rt l c . t lt i i : l t  the rvserve :iK:iinst drposits i n  reserve 
I ~ ; l ~ i l i sIre r:tis(ql f w l i u  :I:!:', I W I .  w i i t i i n i  to :!,-I 1)c-rwnt i tn lq  h i t  th i i t  the 
rtwr\-,n I J O ~ I I ~ ~ I  i n  c.i~it~iyeiicyni:~yIwrliiit :I IJ:III~ to riin i t 5  iwcrve  

:I(IOU II t o  25 per ceiltiiili, !);iring. h ~ : \ v c v ( ~ r .t:ix for c~ichtit~ficiciicipof 
21 1)pi. cerittini. 'l'liis i.h tii(J1Ig~ltt o  tic clwir:ilJlc 50 11s t o  ~iinltrthe re-



BANKING A N D  CURRENCS.  5 

reserve bank to rmint on getting cnrwncy to meet the needs of bitsi
ness, provided. of  courscb. the rewrve hnnk can comply with the re

iiireiiients as  t o  gtild reserve rin(1 swiirity. I3y placing a limit to  
l i e  ainoiint o f  discounts tlriit can be mide by a reserve brink to  any
membei~b i i n k  we have placed it l imi t  on excess. It should be noted 
iilsrr t1i:it the Federal reserve hnard has  the power t o  check excessive 
Ir~l~iisa n d  discounts by requiring rewrve biinlts to riiise their discount 
r:itc.s :it any tinw. 

IVe have recommended a change in the section relating to  the 
handling of individiinl checks by reserve banks under which hanks 
collcctiiig checks will  still be permitted to make re:isonable ch:irges
under regulut ions provided k)y the Federal reserve board. We have 
recommended changes in the  refunding provisions of the hill. so th:lt 
the reserve banks may utilizc about $5O.OOO,OOO a year of their funds 
for the nrchase of 2 per centnin Government bonds a t  p6r with in
terest. t h i s  will afford employment for funds which may otherwise 
be idle in the reserve banks; it will make a market for 2 per centum 
bonds at  par  and thus preserve the Government credit, and it will 
enable the retirement of that national-bank currency which national 
banks for any reason may desire to retire. We hare  then recom
mended that the 2 per centum bonds so acquired by the Federal 
reserve banks may be presented a t  the Treasury nnd exchanged for 3 
per centum one-Fear gold Treasury notes. Ordinarily these notes 
will be retained i n  the reserve banks and held a s  an  investment. 
While the Government will be paying 1 per centnm more interest 
than i t  pays on 2 per centum honds it will also be receiving the s i r -
plus profits from the operations of the bank which will be an offset. 
These 3 per centuin one-year gold Treasury notes will be an invest
ment in ordinary times, but, they will also afford a means to the 
reserve banks by which they can be useful in protecting the gold
supply of this eorintry. When gold exports a r e  threatened or when n 
larger sitpply of gold is desired i n  this country. the reserve banks can 
sell these notes a t  home or abroad and bring the proceeds to the 
United St:ites in gold. so as to m:iintnin gold rpserves. While the 
notes are one-year .notes they are only such for the pnrpose of mak
ing thcni ni:irketable. and the reserve banks nil1 be nnder contract 
with Q i e  Trcasnrr to  renew them year by year for 20 years if desired. 

lye 1i:tve songlit t o  mitigate the severity of the shock that might
result from .the rapid tr:insfcr of reserve when this bill is placed in 
operation I)y providing h i t  the transfer sliall he gradual over a 
period of 30 niontlis. 

lye have also frlt jiistificd i n  reducing tlie reserve which city banks 
are required to keq) to 15 pcr centnni. arid in the case of coiintry
banks. while t l ir  rcwr1-t’ rcniains a t  19 per centum, we h a r e  provided
t1i:it only 4 pcr ccntiiiii o f  this ncwl be in Feiteral reserve banks, for 
t l ie  rcason t h a t  cotintry I):inlts in the  immediate fittiire are likely to 
~ i s ethe  fxcilities of reserye h l i l i s  to :L less extent than the citv banks. 
\ye recoinnimiI tliat national I)anI;s located outside of ccmtr:ii reserve 
cities be perniittrd to iise :I portion of their time deposits for making
five-j-ew farm niort,gages. This is done becrnse the making of a 
f a r m  rnortcww for one year is an im racticable and useless xivilege 
and bWrk!lsc

*!-
in pr:irtice it has been Poimd entireh safe for h~nk-sin’ . 

apiruklural nrighl.)orltoods to invest 21 part  of iheir time loans in 
this way. 
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we have recommended that the savings-bank provision be stricken 
from the bill, as it disrupts a practice now in safe and successful 
opera tion. 

lVt? have recommended tho t the r\ldrich-Vreeland Act be extended 
for one .).ear, So that it shall expire in June, 1915. This we have done 
so as to bridge over the period of organization which will be required 
to establish this new system.

Respect fully siibmit ted. 
GlLDERT >f. HITCHCOCK. 
KNUTENELSON. 
JosEprr L. BRISTOW. 
COE 1. CRAWFORD. 
GEO.P. McLEm. 
JOHNW. WEEKS. 

The bill, if amended as suggested by our proposed amendment, will 
read as follo~vs: 

H. R. 7837. 

A N  ACT To providr for tlic er;t;iblishiiieiit of I’edclrrnl reserve banks. to turnlsh 
nn elnstlc curreiicy. to  nlt‘ord iiitmns of redix~oi~titiiigcomnierclal paper, to 
estnbilsh n more t~n’wtiveenpervision of bnnkiiig 111 the United States, and for 
other pi~rposes. 

Re it enacted h?/ the Senate and FIoitse o Representatives o f  the 
United States of Americn in Congress assern Zed, That  the short title 
of this act shall be the “ Federal reseri-e act.” 

The  terms ‘‘national bank ” and ‘(national banking association” 
used in this act shall be held to be synonymous and interchangeable.
The term “member bnnk .’ shall be lleld to mcan any national bank,
State bank, or trust company which has becnnie a member of one of 
the reserve banks created by this act. The term “board” shall be 
held to mean Federal reserve board: the term “district” shall be held 
to mean Federal reserve district; the term “reserve bank” shall be 
held to mean Federal reserve bank. 

FEDER.\L RESERVE DISTRICTS. 

SEC.2. That  the Federal reserve board, hereinafter provided for,
-hall, as soon as practicable after their a pointment and confirms
tion, designate from among the reserve an(P central reserve cities now 
established a nnrnber of such cities to be termed Federal reserve 
cities, and shall divide the continental United States into districts,
each tlistrict to enlhrace one of such Federal reserve cities: PTovided, 
That  the districts shall be formed with due regard to the convenience 
and customary conrse of financisl and commercial business in each 
district, and need not necessarily coincide with State or county
boundaries. The districts thus established shall be known as Federal 
reserve districts, and each of them shall be designated by the name
of the Federal reserve city located therein. The Federal reserve 
board shall; as soon as pradicable after the said districts have been 
established, proceed to organize, conformable to the provisions of this 
act, in each Federal reserl-e city designated as aforesaid, n Federal 
reserve bank, which shall be known by the name of the city in which 
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it is established, as, for example, “Federal reserve bank of Chicago.”
Four Federal reserve cities, and appurtenant to them four Federal 
reserve districts, and no more, shall in the first instance be designated
ynd established as  such by the Federal reserve board :Prozided, That  
after Vederal reserve brnks have been organized and in operation
for a period of t w o  years in said four Federal reserve cities, the 
Fedcral rcserj-e board may, in its discretion, from time to time, 
designate not to exceed in all eight additional Federal reserve cities,
with the reqnisite Fecleral reserve districts appurtenant thereto, and 
for that, purpose may alter and change the limits and areas of exist
ing Federal reserve districts. There shall be allotted to every
national bank within a Federal reserve district, of the capital stock 
of tlir Federal reserve bank of such district, a sum e rial to six per 
centum c l f  the fully paid-up capital stock and surp111so1such national 
bank, which stock so allotted shall be underwritten bg said bank and 
for R period of sixty days after allotment be offerec? for subscription 
at, Far to the public a t  large. but no more than one hundred shares 
shn!l be alltnved to be subscribed for or held b any person. firni, nr 
corporaticin. and all of the allotted stock not su!k- ibed for and taken 
by the ~itiblicshall immediately be snbscribed for and taken by
the national hank to  which the same was  in the first instance allotted. 
The preparxtion, allotment, subscription to, and sale of stock shall be 
under the contrul of the board, which in c:ise of oversubscription shull 
give preference to the sinaller subscriptions. The  national banks 
shall i n  the first instance act as :rgcnts of the Federal reserve b i r d  
to t:tlic subscriptions from the general public and receive payment
therefor vliich shal l  be held subject to the order of the board. That  
said dock subscription sh:ill be paid for in gold coin or geld certi
ficates i is  follows : One-third a t  the time of subscription, one-third 
within thirty days, and one-third within sixty days thereafter. The  
board is !iereby empowered to appoint, such assistants, to subpclina, 
swear, and examine witnesses, to  employ counsel and experts, and to 
incur such expenses as may be neceswry for establishing, organizing,
and putting in operation the Federal reserve hanks and desig!i:iting
the I<’ederal reserve cities and reserve districts provided for in this 
act, altil such expenses shall be aid by the Treasurer of tlie United 
States  upon vouchers approvecP by the Secretary of the Treasury,
and the sum of $100,~.or so much thereof as may be necessary, is 
hereby eppropriated, out of any mo&y in the Treasury not other-
wise appropriated, for  .the payment of such expenses. F i r e  members 
of the reserve board shall constitute a quorum with power to do 
business. 

STOCK ISSUES. 

$.I.:(.. 3. The mpital dock of each Federal resrrve bank shall be 
dividrcl iiito sliares of $100 each, and slinll be withorit, voting ower. 
The Fedrrtil reserve Lwinrd shnll have power to prescribe r e pPations 
for the trrtrisfer of said stock. With the consmt and approvnl of 
the bonrd, reserve banks may establish such branch offces, within 
their respccstive distrirts, as they deem necessary to conform to the 
convenieiice : t i id  established co&e of business. 

i 
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FE1)ERdL RESEXYE I%.L* KJ. 

SEC.4. When the Federal reserve board has established Federal 
reserve districts, as prescribed in section t \vo of this act: the gov
ernor or vice governor of siicli bclartl shall. under his tlantl arid seal, 
execute a certificate desigijating tlie territorial limits of such districts 
and the Federal reserve city in each district, arid shall file such cer
tificate with the Secretar 1 of the Treasiiry. When such certificate 
has been executed antl filed, as aforesaid, tlie board shall allot to 
each ancl every national bank stock in the reserve banks as prescribed
in section two o f  this act, and when, coriforrna1)le to section t \ Y Q  of 
this act, an anriirint of siich stock has Own subscribed for in an 
Federal reserve district equal to  $(i,OoC),OOO, and one-third of sucK 
subscription has been p;iicl in, the lmird sliall, by its governor or 
vice governor, under his h:ind and seal, issue a cert.ificati in writing
s r i f y i n g  tlie riFme ancl location of the reserve bank in such district, 
t e territori:rl limits of the district, the airiorint of the capital stock 
subscribed, and the amount paid in  on such subscription, and the 
name and amount of stock taken b each subscriber. Such certifi
cate shall be achioirledged before t Ee clerk of II court of record, or 
a notary pihlic, antl shall be filed with the Secretary of the Treasury.

IJpon the filing af such certificate with the Secretary of the Treas
ury as aforesaid, the said reserve bank so fornied shall become n body 
corporate and as such, and in the name designated in snch organiza
tion certificate, shall have power-

Virst. TI)adopt and use a corporate seal. 
Second. To have succession for a period of twenty ears from its 

organization unless it is sooner dissolved by n n  .act o$ Conoress, or 
unless its fnnchise becomes forfeited by some violation of raw. 

T'hirtl. To nrnke contracts. 
Fiiiirth. To siie and be sued, complain and defend, in any court of 
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. i s  soon as prticticnble a f t w  :I reserve hnnk has been irrsorpomted 
81s nbore provided, the bmrd .shall notify the riicrnber bxnks i n  s:ii(l
I.’c~tier:ilre2erve district to elect fiiiir directors within :I certain date to 
lw immed in tlic notification. Said board shall supply to each niem-
Iwr hi i lk  a blank for tlle purpose of rwtircling the vote of said mein
ber bank. Each IIWIIII-J~Vbtrnk shall vote for four * *  I3 ” directors upon
the b1:tnk so forwnrtletl. sliall certify that  they are the choice of the 
bn;irtl of tlirwt(:rs o f  sail1 iiicwrber blink. which certificate sh:ill be 
signet1 by the officers of sir it1 h n k  :rnd forwarded to the board within 
the tinir which wit1 I~iurclsliiill limit. Snit1 board shall canvnss the 
ballots s o  receivtd f h i i  siiid nicwrbt~1)aiiks and forward II cer(ifc:ite
of tlrr restilt to each of said niember banks. The candidate for direc
trtr receil-inp the 1;irpest ni!niber of  votes shall be clected for fonr 
years ; the candidate for director receiving the second largest number 
of votes shall hold office for three years; the candidate for director 
receivin the third largest number of votes shall hold office for two 
pears; t f e  cmdidate for director receiving the fourth largest number 
of yc;tes shell hold ciffice for one year. During each subsequent year, 
tlie election sh:iIl be held in the same nranner except that each bank 
shall vote for only ‘one director unless in case of vacancies. when the 
niiiriber to be elected shal l  be certified by the board to each member 
bank. a i i t l  in such ciivs :I pliirality vote shall elect. 

No person shiill b e  c!iialified to hold the office of director “A” or 
director ‘* I3 ” while he IS a n  officer, director, stockholder, or employee
of any other bank or of airy trust company, and no person shall be 
tippoiiitrtl or elrc@d director who is not at the time of his a point-
Inelit. or election a n  nctil:il and bona fide resident of the bedera1 
reserve tliytrict for which he is appointed or elected. The Federal 
reserve board shall tlesignate and appoint one of said directors “A” 
3s chairman of tlie board of directnrs, who shall be known as “ Fed-
ern1 reserve agent.” Directors “A” shall hold their offices for four 
ye:irs. except the Federal reserve akent, who shall hold his office a t  
the plcrrsiire of the Itonrtl. Of the directors “A” first selected one 
slm11 I w i t l  office for one sear, one for two years, one for three years,
and one for the f u l l  terni of four years, as designated by the board. 
,Directors ‘* H ” shall hold their ofices for four years, except that ns 
fci the first election one shnll be elected for one year, one for two 
ytwrs. oiie for three years, :ind one for four  yi‘ars.

‘ ~ I I c >  s:lliiries of the directors sh:Ill b~ fixed by the board and shall 
bc poy;ii,le from tlie reveniles of t.he 1~‘ederalreFerve b i n k  of which 
they : i n ’  directors. The board of directors shall hnve authority to 
fistllc salaries niid wages of a l l  the employes of their bank. 

\’:ic:iiicies that  occiir in either class of directors of  reserve hanks 
I~I:I~be filled in the manner provided for the original sclwtion of 
strcll tlirectors, the men so selocted to hold office for the unexpired 
terms of their predecessors.

[~porlits own initiative, for cause, or upon written complaint un
der oath presented by ten or more nreniber banks charging anV di
rector of II reserve bnrrlc with incompetency, dishonesty, or otlier*”rt
ter nffc=cciilghis efficiency as a director, the board shnll h v e  the 
po\yer, af ter  hearing and proof and pursiiant to II written notice 
specifying the rounds thereof, to remove such director. The ac
cllsed director sRall be allowed thirty days in which to make defense 

z,,:x,;,i 0 --,iH---l!l 
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thereto. Pending the hearing the bosrd may within its discretion 
suspend the accused director. 

INCREASE O F  CAPITAL. 

SEC.5. That  t.he capital stock in the reserve banks shall be main
tained as nearly as practicable in an amount equal to six per centum 
of the capital and surplus of the member banks in said dtstrict, and 
the board is authorized from time to time to sell to the public such 
additional stock in any reserve bank as may be required to main
tain this proportion. The price a t  which said stock shall be offered 
to Lhe ublic shall be a t  its fair market value, but in no case below 

ar. l n y  bank applyinn for membership in a reserve bank shall 
ge required by the boar$ to underwrite, at the price fixed by the 
board, such an amount of capital stock in said reserve bank equal to 
six per centuni of the capital and surplus of such .applying bank, as 
may be allotted to it by the board, and to purchase and ay for such 
portion of said allotment as nixy not be purchased hp t Re public, as 
provided for in this act,. 

When the capital stock of any reserve bank has been increased, the 
board shall certify the same to the Secretary of the Treasury.

SEC.6. That  in case the Federal reserve board shall decide, after 
two years’ operation of the reserve banks first established, t,lint one 
or more additional banks herein authorized should be established it 
shall make t,he necessary change in lines of existing districts, desi 
nate the new r e w v e  city or cities, and notify the member banf s 
affected by such change to associate tlrerhselves with the new reserve 
bank or banks and chan e the deposit of their reserves accordingly.
Stockholders in preyious7y established reserve banks affected by the 
change .shall be invited to exchange B portion of their stock certifi
cates as indicated by the reserve board, and for all stock so exclinnged
the reserve board shall direct the transfer to the new reserve bank or 
banks from the old reserve bank or banks of the corresponding 
amount of cash capital in gold.

If sufficient stock certificates are not thus exchanged the reserve 
board may offer to the general public a t  par stock in the newly cre
ated dis t rkt  or districts to an amourit necessary to make up the dif
ference. 

As an inducement to make the exchange of stock the reserve board 
may direct that the stock of the old reserve bank or banks so ex
chan ed shall be entitled to payment in cash of its share of the ac
cumu ated surplus. 

DIVISION O F  EARNINGB. 

SEC.7. That after tlie pnytnrnt of-all necessnry e sp~nsesand taxes, 
inclutiing its share of tlie expenses of the Fedcral reserve board, the 
stockholders of riiclr I’etlcrd reserve bank shall be entitled to receive 
an :lnnuttl dividend of five per centum on the pnid-in capital stock,
which dividend slidl b~ ciimnlative. Net earnings over atid :ibove 
expenses and tlie aforesaid dividend sliall be applied a s  follows : 
‘I’wentv-five per crntum of such net earnings to be carried to a surplus
fund ;inti1 sucli fund shall amount to twenty per centtini of the 

aid-in capital stock of such reserve bank, 2nd thirty-seven and one-
Eaif per rentiuii of snit1 ticst  earnings slittll be set :iside in :I trust 
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fund to be known as  the depositors’ insurance fund and shall be 
used for the payment of the depositors of insolvent member banks 
under rules and regulations made by the board. When, in the judg
ment of the board, there has been accumulated in such depositors’
insurance fund a sufficient sum full to insure the payment of the 
depositors of insolvent member banf s, the board shall have power 
to suspend the setting aside and accumulation of the said thirty-seven
and one-half per centum of such earnings, and thereafter such thirty-
seven and one-half per centurn of such earnin shall he paid to 
the United States, except that  in the event the gpositors’ insurance 
fund is depleted by the payment of depositors of insolvent member 
banks such fund shall be replenished by again setting aside such 
thirty-wren and one-half per centum of the earnings or so much 
thereof :is, in the judgment of the board, may be nececsary. The 
remaining net earnings shall be paid t o  tlic 1Jnited States: PTouided, 
That  the amount so paid shall be applied to the )urchase, a t  par.
with accriied interest, of the two er  centurn bonas of the United 
States, said bonds then to be retirk B ; or if such bonds can nat be so 
purchased said amount shall be ap lied t o  the purchase of other 
interest-bearing obligations of the 8 .nited States, which obligations
shall thereu on be retired. 

F eT;era1 reserve bank incorporated under the terms of this 
act an the capital stock therein and the income derived therefrom 
shall be exempt from Federal, State, and local taxation, except in 
respect t o  taxes upon real estate. 
SEC.8. Tliiit within six months after a national bank shall have 

been notified bv thc Federal reserve board of its allotment of stock 
under section two of this act, said national bank shall hold a meeting
of its stoclthalrlcrs and decide by a majority vote whether i t  will 
become a member bank under the terms of this act or whether it wil l  
give up its charter as a national bank. I n  case the stockholders of 
said national bank shall decide that said national bank shall become 
a member bank. the officers of said bank, upon a blank provided by
the board, shall forward the formal acceptance by said national 
bank of the terms of this act to the board, properly attested before 
a notary public. I n  case any national bank shall fail to forward its 
acceptance t o  the board within six months from the time said board 
makes the allotment of stock to  said bank, it shall be deemed to have 
declined to  become a member bank and shall thereupon have six 
months within which to surrender i ts  charter and abandon its exist
ence as a national bank. I n  any case, however, every national bank 
shall be and is re uired t o  accept the allotment of stock as provided
in section two, wx.ich stock may be freely sold and disposed of as 
ether assets of the bank: ProcZed, however,That  any national bank 
acting as  a reserve agent in a reserve or central reserve city shall be 
required t o  accept the terms of this act within six months from the 
date of notification of i ts  allotment of stock, or, upon failure to  do so. 
shall cease to be II rexrve agent for national banks 
SEC.9. That  m y  bank or banking association incorporated by 

s ecial law of any State or of the Unlted States, or organized under 
tKe general laws of any State or the United States, and having an 
unimpaired capital sufficient to entitle it to  become a national 
banking association under the provisions of existing laws, may, 
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by the consent in writing of the shareholders owning not less than 
fifty-one per centrim of the capital stock of snch bank or banking
association,-and with the a p  robal of the Comptroller of the Ccr
zency, h o m e  a national ban [.ing.association tinder its former name 
or by any name approved by the comptroller. The directors thereof 
,nay continue to be the directors of the association so organized until 
others are elected or appointed in accordance with the provisions 
of the law. When the comptroller has given to such bank or bank
ing  association a certificate that the provisions of this act Ilnve been 
com lied with, such bank or bnnkin association and all its stdck
holBers, officers, and employees shaf1 have the same &!yers and 
privileqes and shall be subject to the same duties, l in  ilitles, aild 
regulations, in all respects, as shall have been prescribed by this act 
or  by the national banking oct for associations originally organized 
as national banking associations. 

STATE BANKS AS MESIBERB. 

SEC.10. That from and after the passnge of this act any bunk 
or banking association or trust company incorporated by special law 
of any State, or  organized under the general laws o f  any State or the 
United States, may make a plication to the Federal reserve board 
to become a member of the bederal reserve bank organized or to be 
or anized within the Federal reserve district where the applicant
is fmated. The  Federal reserve board, under such rules and regula
tions as i t  may rescribe, subject to the provisions of this act, shall 
permit such a p 8 y i n p  bank to become u member of the Federal re-
serve bank of the district in which such applying bank is located,
in which case stock shall be allotted to i t  as provided in this act. 

No such applying bank shall be admitted to membership in a Fed
eral reserve bank unless it possesses a paid-up iinimpaired capital
sufficient to entitle it to become n nationnl banking association in the 
place where i t  is situated, under the prorisions of the national bank
ing act, and it shall thereafter be required to make the stme reports
and be subject to the sanie examination and supervision as national 
banking associations and subject also to  the reserve requirements of 
this act. 

I f  at any time i t  shall nppear to the Federal reserve bcard that 
a member bank has failed to comply with the provisions of this 
Lct or the re illations of the Federal reserve board, it sllnll be within 
the power of the said board, after dile hearing, to suspend or expel
the said bank from membership. The Federn1 reserve bonrd n ~ a y  
restore nienibcrshi upon due proof of compliance with the condi
tions imposed by ttis act. 

FEb,ER.\L RESERVE 110.$111). 

SEV.11. Tliiit the President of the United St;rtes shall a p  oint by
anti wit11 tile advice and conscnt of tlie ~ e n n t e ~I'ertwlY rtskrvea 
b a r d  consisting of eight niernhers. in ndtlition to v;hoin the Fecretary
of t.lle Treasury sllall be RII ex oficio member. Of the tti&t members 
appointed in the first instance. the President shall o]ij)oint one for 
a term of one year, one fm a term of two years, one for n term of 
three years. one for :I term of four veers. one for a term of five years, 
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said board shall publish once each week a sttltement showing the 
condition of each Federnl reserve bank arid a consolidated statement 
for all Federal reserve banks. Such stntements shall sl~o\vin detail 
the assets arid liabilities of such Federal reserve banks, single and 
combined, nnd shall furnish full information regnrtfing the aniount 
nnd charncter of the money held as reserve and the amount, nature, 
and ~iiaturitiesof the paper and other invest~rieritsowned or held by.
Federal reserve banks. 

( h )  To 1)erniit or require, in time of emergeiicp, Vederal reserve 
h i i k s  to  retliscorint the discounted prime cornniercial paper of other 
k*e(Ier:il reserve banks, a t  Icast six nientbers of the Eederal reserve 
board being ~ ~ r c s c n twlren scicli aciiori is hken  ant1 a l l  present con
senting t o  !he requircnieiit. I n  such case the 1~'eder:ilboard shall fix 
a special rediscolint rate of riot rnore than three per cerltrlnr ill excess 
o f  tlie tliscoirnt K i t e  of  the rrccomrnorliitetl reserve bank. 

(c )  To siipcrvisc ant1 rtyiliite the issue n r i d  retirement of Federal 
reserve notes and to prescribe the form and tenor of such notes. 

( b )  T o  :it lt l  t o  the niiiilbcr of  cities clsssifctl :is reserve and cen
trnl reserve citivs iindcr existing law i n  which national banking asso
ciations are subject to the reserve rcc~iiireriientsset forth in thrs act; 
or to reclnssify existing rescrve and central reserve cities or to 
terminate their designation as such. 

( e )  To recluire tlie writing off of doubtful or woi.thless assets 
II[JOII tl:e books and bnl:iiicc s l le t s  of I'ederal reserve L:~iiI;s  

( f )  rl'o rwpire  honds of J"c~ilcr.:ilreserve ;igciits for the fzithful 
perfornianw of tlie duties of their office. 

FEDERAL ADVISOHT CUVKCIL. 

SEC.13. There is 1icretj.v crcatetl a Frder:il advisory council,
which shall consist of as niany riiernbers as there are Federal reserve 
districts. Each IJcderal reserve blink, by its board of directors, shall 
annilally select from its own Federal reserve district one member 
of said council, who sliall receive such cornpensntiori and allowances 
as  may be fixed by the bonrd of directors, subject to the approval of 
the 1;eder;il reserw board. The  meetings of said advisory council 
shall be held at \\'ashington, District of Columbia, at least four times 
each w a r ,  and ofteiier if called by the Federal reserve board. The 
coiinr'il may select its own officers and adopt its own methods of 

rtrediirr, and a majority of its members shnll constitute n uorum 
$01. the transaction of business. Vncnncies in the council sRall be 
filled by the respective reserve banks, and r~ienibersselected t o  fill 
cncnncies shall serve for the unexpired term. 

The Federal advisory council s1i;ill h a v e  power by itself or 
tlirotrgI1 its officers (1)  to rric'ct and confer diwi.tly with  the  Federal 
rpserj-e 1 i o : i r ~ l  on gwieral I J I I S ~ I I C S S  ccintlitions; ( 2 )  t o  m a k c  oral or 
\yritteri rci'r.i'.~cril:lti(ins coriccrriing matters wi th in  tlie jririsdivtion 
<if  said lii~:ir,l;( 3 )  t o  (.all for coinplctc in fo im: i t i on  and to  mike  
rcconi r i i r i r t ~ : ~t i f111s i n  r e p  I:(] to (1ism1111t i x  tus. reelismuit, t m i  ncss, 
n o t c  jssl:(.s. r t t s c ~ econ,liticiiis in t l ~ cvnrir:iis tlistricts, the piirdiase 
ant] ,S:II<* ( i f  gd11nr scwiritic's I)?rcservc l):1illi.;. open-market oper
; ~ t i o l l sI I ~.c:ii{l I):1nks. a n d  tlie pnt8r:iI nffairs of the reserve lianking 
sysl em. 

? 
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REVISCOUNTB. 

SEC.14. That any Federal reserve bank miiv receive from an 
member bank and from the United Stntes dep&ts of cnrrent fiin2s 
in lawfiil money, national-bank notes, E'ctleixl rescrw notes. and 
checks and drafts upon solvent nieni1)er banks of the IJetleral reserve 
system, paynble upon presentation : anil ,  soli~iyfor e s ~ l ~ : ~ n g rpurposes, 
may receive from otlier Federal reserve 1);inks d(~positsof citi.rent 
funds in Iawfiil ninney, national-b;ink iictcs. I I I I I ~  cliecks :incl tlt.nfts 
upon solvent nieinlier or otlier Federal r e s i ~ v ci ~ n k s .1)j1yaLir~ii1)on
presentation. I;t,stwe hli l is  sh:~llnot 1):iyitlltwsst OII '(Irlwsits.

Upon tlw iiitlorsenient of any nie~riber bank mith a waiver of 
demand notice and rotest any Federal reserve bank may discount 
notes, drafts, and biPIs of exchange arising out of actutil commercial 
transactions; that is, notes, drafts, and bills of exchange issued or 
drawn for agricultural, industrial, or commercial purposes, or the 
proceeds of which have been used, or may be used, for such purposes,
the Federal reserve board to hare the right to determine or define 
the character of the pa er thus eligible for discount, within the 
meaning of this act; not Pling herein contilined shall be construed to 
prohibit such notes, drafts, and bills of ,exchange, secured by staple
agricultural proddcts, or other nmds, wares, or  merchandise from 
being eligible for such discount; Kut such definition shnll not include 
notes, drafts, or bills covering, merely investments or issued or 
drawn for the purpose of carrying or trading in stocks, bonds or 
other investment securities, except bonds and notes of the Gorern
ment of the United States and interest-bearing obligations of its 
dependencies the principal and interest of which hare been guar
anteed by the United States. Notes and bills admitted to discount 
under the terms of this paragraph must have a maturity at the time 
of discount of not more than one hundred and eighty days: Pro
vided, however, That  not more than fift per centrim of the paper
discounted for any member bank shall iave a maturity exceeding
ninety days and in  no case shall any member bank have more than 
$2OO,OOO of rediscounts har ing a maturity longer than ninet days.

Any Federal reserve bank may discount acceptances o9member 
banks which are based on the exportation or importation of goods
and which have a maturity a t  time of discount of not more than 
six months and of acceptances based on domestic shipments of goods
and which have a maturity a t  time of discount of not more than four 
months and bear the signature of a t  least one member bank in addi
tion to that of the acceptor. The amount so discounted shall at no 
time exceed one-half the capital stock of the bank for which t.he 
rediscounts are made. 

The aggregate of such notes and bills bearing the signature or 
indorsement of any one person, company, firm, or corporation re-
discounted for any one bank shall at no time exceed ten per centum 
of the unimpaired capital and surplus of said bank; but this restric
tion shall not apply to the discount of bills of exchange drawn in 
good faith against actually existin8 valries. 

;\ny natiori:il bank may. a t  its dlscretion, accept drnfti  or bills of 
csc.il:lr~,nedr:iivn upon it and grmving out  of trnnsactions involving
tile iniport:ltion or csport:ition of gomls h a v i n g  not nmre than six 



16 BbNmNO AND CURRENCY. 

~~lonthsto rim or rowing out of the dolrlestic sllipnlent of goods atltl 
llaving not more aan four months to run: bLtr no bank shall accepr,t 
such bills to an amount equal a t  an tinie in the aggre a t e  to iilore 

' . Ithan the par value of its paid-up ang tinimpaired capitaf 
The Feclernl reserve board may authorize the reserve bank of the 

district t o  discount the direct obligaticns of nerrlbes b:lnlis, secured 
by the pledge and de osit of  sntisfactorv >ecurities; but in 1 1 0  case 
shall the amount so Poaned b a reserve' 1>,111li exceed three-fourth: 
of the actual market ~ a l u eo r t h e  Xcuriti& so pledged or one-hail 
the nmoiint of the paid-up and unimpaired capital of the  nienibes 
bank. 

The rediscount bv any Federnl reserve bank of :trig bills reccivabie 
iind of domestic anh foreign bills of exchange shall be subject to suci, 
regiilntions as rimy be imposed by the bonrd. The discount provi
sions of this  act shall be equitably extended to all of its memtvr 
hanks by each reserve bank upon equal ternis, and each member bank 
?hall be entitled as  n matter of right, to the rediscount of eligibld 
paper to the full  nrnoont of its capi td  stock upon the lowest current 
rate of discount, and no member bank shall be permitted to discount 
an amorint of pn e r  evceeding the amount of its capital stock except 

-.upon payment oF n higher rate of discount, the increase in rate of 
discount to be one er  centurn for a n  ntldi t i~malfiftv per centuni of 
discounts or pnrt tKereof and two per ceiitum for all  i n  excess. In 
no caw shall n Federal reserve bank discount paper f o r  inember 
bank in excess of twice the amount of its r;ii) ibl stock without special
authority b! the b o d .  

OPEN-MARKET OPERATIONB. 

Sec. 15. Any Federal reserve bank may, under rilles and regriln
ticins prescribed by the Federal reFerve bonrd, purchase and sell in 
rhe ol)wi market. either from or ti, donrestic o r  foreign banks. rms. 
corporations, or iridividuals, prime Dtinlzers' bills, ant1 bills os ex
rliirngc. of the kin!!s and maturities by this act made eligible for re
discoriiit, and cable transfers. 

Every Federal reserve bank shall hare power (tlj to deal in gol~l
coin and bullion both nt home and abrciad, to make loans thereon. 
and to contract for loans of gold or bullion, giving therefor. when 
neressary, acceptnble securiby, including the hypothecniion of irrler
est-bearing obligations of the United States: (b) to buy :~nrliel i  
interest-bearing obligritions of the Vnited States and of its rfepeixh
cies \Then payment of principal nnil interest is giiiirsiitcrcl I)>- the 
LTni tdStates, and bonds or warrants of irny State, county. or i r i i i i i w i .  
pnllty, or sllort-time interest-bearing ol.diptltions issncil I)? f o r e i p  
governrtlents, Kith a maturity from date of p ~ ~ r c h i ~ s eof not '?.XCeedillg 
one year, gu& purchases to be made in acrordnncc v i t h  rrlles :ll lrl  

re~glat ionsprescribed by the Federal reserve board; (c) to p11rCiIRse
from a member bank find to sell. with WithfJllhits OWpn incbr5e-
merit, bills of exchange arising O I I ~of corl~lrlerrinit r 8 W X h n 3 .  
hereinbefore definect : ( d )  to eStnl)lish ptiblk1,v frnm t h e  to tjiue.
subject to review and determination of the Federal' reserve btmrd, R 
rate of dismrlnt to be charged by silch h1l11k for t%ch clR.~sof papel.
,\-hi& shall fi.\-e(]with view of n ~ ~ r ~ m l l l ~ d ~ t h gthe rt~lIt3nWW 
of the country and promoting Stability iXi hlISinc5s: 2nd (t?, & ~ l l ~ ~ i S h  
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awnittits v;it.h otner reserve banks and with the consent of the Fed
eral recc-rte kmard, t.!) open and maintain banking accounts in foreign
countries t i i i d  establish agencies in such countries wheresoever it may
deem L w : t  for the pur ose of purchasing, selling, and collecting bills 
of exchange. letters o!credit, and travelers' checks, and to buy nnd 
sell w i t h  or wit,liout its indorsement., through srich correspondents 
or agerit.ii%, hills of exchange arisin out of commercial transactions 
which 1i:tve r i i i L  exceeding ninety fays to run and which bear the 
signat:!r.v of two or more responsible partiea 

OOYEFRHMEPiT DEPOSIT%. 

SEC-.ic. 1 tiat n l i  moneys now held in the general fund of the 
Treasury. e,srcpt thcl five per centum fund for the redemption of out
st.snding riat,ionnl-tiunknotes arid the funds rovided in this R C ~for 
the reiienipticin enf I;ederaI reserve notes, sha IF1, upon the direction of 
the  Swrrturg of t:he Treasury, be deposited in Federal reserve banks, 
ah i r l i  hnnks shd l  nct as fiscal agents of the United St.ates; and there-
after t.he. revenues of the Government shall be re ularly deposited
in such tmnks and disbursements shall be made iy checks drawn 
wainst s;ich deposits.

The Secretcry of t.he Treasury shall, subject to the approval of 
the Fet2vr:ii resc'r-ve board, from time to time apportion the Gorern
ment deposits n m m ~t.he said Federn1 reserve banks, in proportion 
to their i'n ' t  1 stoc as far as racticable: Provided, That for the 
purposes ci!"c;l!ection and trans!er only the Secretary of the Treas
ury ma? designnte national banks a s  Government depositories. 

NOTE ISSUES. 

SEC.17. 7 ' ! i t , t  Federal reserve notes, to be issued iinder authority
of the  J:~der:i! reserve board for t,he purpose of making advances to 
Feder:ii wst~r~vebnnks as hereinafter set forth and for no other pur
pose. i i txx  Irewhy authorized. The said notes shall be obligations of 
the t ' r i i t i~<i'States arid shaIl  be receivable for all t.axes, customs, and 
other pi!!blic. cliics tint shal l  not be held as reserves b member banks 
or hy n rescrve haiili. They shall  be redeemed in go9d on demand at  
the ' i ' r w ~ ~ i i - ~Ikp:trtmcnt, of the United Sistes, in the city of Wash
ingftrri. XjiG(rict !if Coi!irnbia, or a t  nny Federal reserve b,nnk. 

. \I)? P d ~ r : i lYi'Serve hiink ma?;, rrpnn vote of  it,s directors, make 
~ppl ica t i~~i it t i  t!ic lni.ct1 Federal rcserve agent for siich amount of the 
Federal r ~ s + r ~e li(btes hereinbefore provided f o r  as i t  may require.
Such  npp! ic: : : i t in  sh:rII be accornpiinied with a tender to t.he local 
Fedrr:il r~se~ 'v t :>rent.of cciI1atrr:Il seciiritp in  amount equni to the 
suJn nf i l i ~1 2 e ~ ~ t ~ r a lreserve notes thus applied for 2nd issued piir
w a n t  t o  q l i g , ! !  ;~l~~plic.:rtion.The collateral security t h u s  offwed shall 

be no((-.; : \ i i q i  l~ i l i s:iccrptetl for rediscount under the provisions of this 

act. n l i i i  i l i ! .  I'idersI reserve agent shnll each day notify the Federa1 

WIT(^ h r . 4  of fill iss:uc,s mti vi'it!>dmw.nlsof l'ederal reserve notes 


; l r l ( l  I ) \ - I ) ) ( %  I"cdern1 reserve b m k  to which he is accredited. The 

miit I'dwal r iwrw board shall IN aiithorized a t  anv time to csIL 
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Whenever any reserve bank shall pay out or disburse Federal re-
serve notes issued to it as hereinbefore provicled, it shall segregate
and turn over to its reserve agent gold caul or gold bullion or United 
States gold certscates to the amount of the face value of the notes 
so outstanding, or at its option, shall segregate and turn over to the 
re6erve agent god coin or gold bullion or United States gold cer
tificates to the amount of forty-five per centuin of such face value 
and in addition thereto collaterds ccnsisting of promissory notes and 
bills accepted for rodiscount under the provisions of tbis  act, or re
fundin notes of the United States hereinafter provicled for, or both 
such co?laterals and refundin notes equal at their face viilue to one 
hundred.per centum of the face value of the notes so outstandin . 
Such collaterals ma be exchanged from time to time for other COT-
laterals of like quIJity and of equal face value or refunding notes 
within the liniitations aforesaid : Prouided, That whenever and so 
lORg as such reserve shall fall and remain below forty-five per centum 
the merve bank shall pay a special tax upon the deficiency of reserve 
a t  a rate increasing in proportion to such deficiency, as follows: For 
each two and one-half per centum or fraction thereof that the reserve 
falls below forty-five per centum a tax shall be levied at  the rate of 
one per centuni per nnniini: Procided turfher ,  That no additional 
circulating notes shall be issued whenever and so long as the amount 
of such reserve falls below thirty per centum of its outstanding notes: 
Provided, That the amount of such ta r  paid by the biink (luring a 
fiscal year shall be charged to the member banks in its district in 
proportion to their average discounts during that year. Xiotes so 
paid out shall bear upon their faces a distinctive letter and serial 
niimber, 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 miotlier Fed
eral reserve bank they shall be returned promptly for redemption to 
the Federal reserve bank through which they were originally issued. 
No Federal reserve bank shall pay out notes issued through another 
under enalty of a tax of ten per centum upon the face value of notes 
80 p a i l  out. Notes presented for redemption nt the Treasury of the 
United States shall be paid out of the redemption fund and shall not 
be reissued except upon compliance with the conditions of an original 
issue. 

Federal reserve banks shall maintain on deposit in the Treasury
of the United States a sum in gold equal to five per centum of such 
amount of Federal reserve notes as may be issued to thctrn and  out
standin under the provisions of this act ,  and suclr additional sums 
8s the f iecretary of the Treasury may from time to time decide to 
b necessary, not exceeding in the aggregate ten per centurn, bnt such 
deposit of gold, which shall be segregated and maintained as a trust 
fund, shall be counted and inclrided as part of ,the. reserve agninst
said notes. The said h a r d  shall grant t i e  application of any 1;ed-
em1 reserve bank for Federal reserve notes. provided snid reserve 
bank complies wit11 the requirements of this act as to gold reserve ant1
collateral security and otherwise conforms to its provisions. The 
tank shall be charged with the amount o f  such notes. which. iipon
delivery, shall become a first and paramount lien on all the assets of 
such bank. 



BANKING AND CURRENCY. 19 

Federal resci'\e bank may a t  any time reduce its liabilit for 
Federal reserve notes by redeeming the same n n i  de-

positing them Tit11 its Federal reserve agent,, who shall forward 
them to  t,Iie Twasury for retirement. 

I n  order to furnish snit able Federa1 reserve notes the Coniptroller
of the Crlrrency shall. tinder the direction of the Secretary of the 
Treasury. cause plates and dies to be engr:ived in the best manner 
to plard against, connterfeits and frandnlent alterations, and shall 
have printed therefrom and nninhered such qnantities of snch notes 
in  blank of the denominations of $5, $10, $20, $50, $100, $500. $l,oOO, 
as may, he required t o  w p  Iy tlie rrserve 1)nnks entitled to receive 
the same. Snrh notes shaP - .1 be in form and tenor provided for in 
this act. 

M'hen snch notes have been prepared. they shall be deposited in 
the Treasury. or in the snbtreasiiry of the Vnited States nearest 
the place of business of each reserve bank. and shall be held for t,he 
use of snch hank. sn1)jec.t t o  the order of the Federal reserve b o a r d  
for their delivery. as provided by this act. 

The lntes and dies to be promred by the Comptroller of the Cur
rencg Por the printing of snch circulating notes shall remain under 
his control and dirwtion. and the expenses necessarily incnrred in 
executing the laws relating to the procuring of such notes, and all 
other expenses incident a1 to their issue anit retirement. shall be paid
by the reserve banks. and  the Fedrral reserve board shall include in 
its estimate of expenses levied against the reserve banks n sufficient 
amount to  cover the expenses herein provided for. 

The examination of plates, dies, bed ieces, and so forth, and 
repls t ions relakng t o  sncli examination oT plates. dies. and so forth,
of national-bank notes provided for in section fifty-one hundred and 
seventy-four, Revised Statutes, is hereby exttmded to inclnde Federal 
reserve iiotes herein provided for. 

Any appro riation heretofore made, out of the penera1 funds of 
the T~asuryEor engraving plates and  dies, the piirchnse of distinctive 
pnper, or to cover iriy other esprnsc in cwnnrction ni t , l i  tlie rinting
of national-bank notes or notes provided for by t,hr act of &y thir
tieth, nineteen hiindred and eight, and any distinct i re  pnper thnt nirry
be on hand nt the time of tlie pncs:i:v of this act may be used, in the 
disrretion of tlie ,Secretary. for the pnipost~sof this act: and should 
the Hpproprintions heretofore made 1)e insnfficient to meet, the re
quirements of this nct. in addition to rirciihting notes provided for  
by existine l a w .  the Secretary is 1ierel)y anthorized to nse so much as 
mny be nrcessnq of any funds in tIie 'rr,easllry not otherwise nppro-
Printed for the pnrpose of fnrnishiiig the notes aforesaid : Provided, 
jiou.mer. Tha t  nothing in this section contained sli;ill be const,rued 
85 exempting national banks or Federnl reserve h n k s  from their 
liallilitY to rrimhnrse tlie Tlnittd States for any expenses iricrirred in 
printing and issuing rirciilnting notes. 

Ever?. Fe(lrra1 reservc 1)nnk ~ l m l lrereive on deposit from member 
from rtaerve hnnlis trliec~ksand draf ts  drown npon any of its 

deP)sitorsand, when rcrnitlwl In, ii r ewvc  bank, chtdis rnd draf ts  
drnwn an?. drpnsitnr i n  m y  hliw r r s r v e  bank or menlhcr bank 
"Pan funds t o  the  (ms,iit of snit1 kle1iositor in snid reserve hank or 
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member bank. XotJii t1<r hereill cwntitinecl shall be colistrtreti as pro
hibiting a nr&rnbcrb i i n K  frorn i~~irliii~g for chrcksreasonable cl~:~rgt~s
and drafts so debited to its account, or  for collectirig ;~ndtymittillp 
funds, or for exchange sold to its patrons. The Fc4eri11reserve botird 
may, by rule, fix reasonaide charges to be collectetl by the 111e111ber 
banks from patrons \vhose checks are cleared tliroug!i tire reserve 
bank ~ i i t lthe charge which may be imposed for the service of clearing 
or collection rendered by the Federal reserve bank. The Federal 
reserve board shall make and promulgate from time to t,ime regula
tions governing the transfer of funds among Federd reserve hanks 
and their branches. 

SEC.13. Thiit so much of t.he provisions of section fifty-one hun
dred and lifty-nine of the Revised Statutes of the United States, and 
section four of the act, of June twentieth, ei h t w i  lirindred and sev
enty-four, and section eight, of the act  of J uky t\%elfth,eighteen hiin' .  
dretl and eighty-two, and of any other provisions of existing statutes, 
as require t h a t  before :lny national bankin association shall be au
thorized to conimence banking business it s?la11 transfer and deliver 
to the Treasurer of the Uiiited States a stated amount of United 
States regist,ered bonds be, and the same is hereby, repealed. 

REFUNWNG BONDS. 

SEC.19. T h a t  as soon after the organization of the reserve banks 
as practicable and under authority from the Federal reserve board 
each Federal reserve bank shaii purchase at par and accrued interest 
two per centum bonds of the United States. The amount purchased
by each reserve bank shall not be more than fifty per centuni of its 
capital in any one year. The bonds so purchnsed may be held by
such reserve bank and used for deposit with its reserve agent as 
security for the Federal reserve notes issued, or tliey may be ex-
changed at the Treasury for one-year Treasury gold notes bearing
three er centum interest. I n  case of such exchange the reserve 
bank sK all be. bound at, the option of the United States to renew gear
by year for twenty years the three per centum old notes'so issued. 
Said one-year three per centrrm United States gofd notes may be used 
to deposit with the reserve agent as security for the ITnited States 
reserve notes, or b~ freely piirchased by reserve banks from time to 
time to employ idle funds, or sold to protect the gold supply.

National banks w h i d l  sell two per centurn bonds to a reserve bank 
under t.his provision shall retire such portion of their oritstantling
national-bank notes :ISare secured by the bonds so sold. The Secre
tary of the Treasnry is hereby directed to issue three per centuni one-
year gold Treasrir,v notes year by year to exchange for t w o  per.
centurn bonds its above provided or to take the place of three per
cerrtiini one-yenr gold notes that have been redeemed. Dttrinq the 

eriod betn.peIl the first, and last purchases of bonds any national 
gank may coiltinue to apply for and receive circulntiilg notes based 
upon the deposit of two per centum bonds as now provitlcd for by
law. The one-year three per centuni gold Trettsttry notes above pro
vided for shall be exempt from Federd, State, and rrrtlnirip:ll taxa
tion h t . h  as to income iind principal. 
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SEC.2 0 .  '11i:it wlieii 11 l~edera lreserre bank has k e n  dul organ
ized rind t.st:iblisiicd :IS p~.civi&cI in  this :tcr in any Federuf reserve 
district e\-tt~.jnien11wr b:mk o f  r h t  district s l d l  establish and main
tain resert'w i i i  foiititrs : 

(a)  .i I J : I I I ~  noi i n  ii reserve iir central reserre city as now or 
hereafter definrtl J ia l l  h r i l t l  and maintain reserves equal to twelve 
per centuiir of the tiggrepire aiuount of its net deposits, as follows: 

In its varilts. four-twefths thereof. 
In the l"v~ler:il reserve bii~ikof its district, for a. period of six 

months after said date, one-twelfth, and for each succeeding sir 
niontlrs ari :itltlitiuntil me-twelfth, iiiitil four-twelfths have been so 
deposited, witicli h i l l  be the aniount permanently required.

After said period stlid reserves, other than those hereinbefore re
quired to be held il l  the reserve bank, niay be held in the'vaults of the 
menilxr hni ik  or ill the Federal reserve bank, or in both, at the option
of the inernl)er bank. 

(b) A bank i n  a reserve or a central reserve city, as now or here-
after defineil. slrull hold and maintain reserves equal to fifteen per 
centum of the tiggregiite amount of its net deposits, as follows: 

In  its \-ault,s.five-fiftet:ntlis thereof. 
In the I;ederal reserv-e bank of its district, for a period of six 

months after the date aforesaid, a t  least one-fifteenth, and for each 
succeeling six nionths an additional one-fifteenth, until six-fifteenths 
have heen so deposited, wliiclj shall be the amount permanently
required.

After said period t i l l  of said reserves, except those hereinbefore 
required to be held permanently in the Federal reserre bank, may be 
held in its own rau l ts  or in the Federal reserve bank, or in both, at 
the option of the  niember bank. 

I f  a State hnnk or  trust coniimny is required by the laws of its State 
t o  keep its reserw3. either in its OWII vaults or with another State bank 
or trust companx, siich reserve deposits so kept in such State bank or 
trust cnnipaiiy s11:iIl be construed, within the meaning of this section, 
as if they were ~ ' t ' . ~ r ~ edeposits in a national bank in a reserve or 
central resen? city for ii period of three years after the establish
ment of a 1;etleriil resebve bank i i i .  the district in which such S t a b  
bank or triist C ( J I ~ I ~ X I I I . Vis situate. 

SEI.. 21. 'I'liut i t )  iiiti(.I1 of sections tw i i  :ind three of the net' of 
June twentietli.  t>ig!it.een tirindrctl and sei.eiity-four,entitled "An act 
fixing the : i n i ( ~ i i n tof Iinitetl Sta tw notes. providing for R redistribu
tion of the natioiial I~:itrkci:rrency. iim1 for other purpows." as pro
vides that the fi i i i t l  tlepositetl Ijy :tny n:itional banking association 
with the Trtwirer  of the llnitecl States for  the reclemption of its 

~notes shall I J c * o u n r p d  11sa art of its I: twfil l  reservt. :is provided in 
the act aforesaid. be. and tPie same i s  Iterchy, repealed. And from 
and after the passage o f  this act siicli fund of fiw per centum shall 
in no case be counted b,v any national banking association as R part
of its lawful rescrvt~. 

SEC.22. That e w r v  Federal reserve bank shall at itll times have on 
hand in its own v t d t s .  in p l d ,  goitl certificates, or lawful money, R 
sum equal to not IPSS of its net deposits,thm thirhy-five per re~rtu~n 
in addltion to tire Ipserve r e q i r i d  :igniJist the Frtleral reserve notes 
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emitted by such bank. The term “net  deposits 77 wherever used in 
this act shall mean net deposits a s  from time t,o time defined by the 
Comptroller of the Currency, subject to the approval of the Federal 
reserve board. 

The Federal reserve board may notify nnv Federal reserve bank 
whose lawful reserve shall be below the am&int required to be kept 
on hand to make good such reserve; and iu the meantime may pro
hibit such Federal reserve bank from making additionnl loans or dis
counts :Provided, however, That  the Federal reserve lionrd may in 
case of emergencv permit the reserve n p i n s t  deposits to be reduced 
below the said limit, but the reserve bank shall in such case pay a tax 
at  the rate of one per centum per annum for every two and one-half 
per centum or fraction thereof that the reserve falls below said 
thirty-five per centum, but in no case sliall it be allo\ved to fall helow 
twenty-five per centum of its net deposits: Pwwidcd further, That 
the amount of such tax paid by the bank diiring :I fiscal year shall 
be charged to the member banks in the district in proportion to their 
average discounts during that year. 

RANK F,XAMINATI(\NS. 

SEC.23. That the examination of the affairs of eveby member bnnk 
shall take lace a t  least twice in each calendnr venr and as much 
oftener as tK e Federal reserve bc:nrd shall consider neccssnry in order 
to furnish a full and complete Itnowledge of its condition. The  
Federal reserve board may nuthorize examinations I)y the Stat8 
authorities to be accepted in the case of Stnte banks and  trust com
panies and may a t  any time direct the holding of a special examina
tion. The person assigned to the making of si ich examination of the 
affairs of any member bank shall have power to  call together a 
quorum of tlie directors of such bnnk. who shnl l ,  iiiider oath, state to 
cuch examiner the character arid circrirnstancc~sof si ich of its loans 
or discounts as he may designate: and from nu(l after the passiige of 
this act all bank examiners shall receive fixed snlarit.s, the amount 
whereof shall be not less than $2.000 nor more tlrnn $7,000 per 
annum and be determined by the Fetleri~lrcsrrve hoard and annually
reported to Congress. But the expenw of the examinations herein 

rovided for shall be assessed by authority of the Fedmil reserve 
goard upon the inember banks exnminetl in proportion to nssets or 
resources held by such member banks upon tlie dates when the various 
banks are examined. 

In  addition to the exnminntions made and conducted by the Cum 
troller of the Currency. every Fcdernl reserve bank may, with tte 
approval of the Federal reserve agent or of the Federal reserve board, 
arrange for specinl or periodical ex:imination of the niember banks 
within its district. Such examination shall be so contlucted as to in-
form the Federal reserve bank under whose auspires it is carried on 
of the condition of its member banks and of the lines of credit which 
are being extended by them. Every I<’rderaIreserve bank shnll a t  all 
times furnish to the Federnl reserve board such, information as may
be demanded by the latter concerning the condltlon of rny member 
bank located within the district of the said Federn1 reserve bank;

The  Federal reserve bonrd shall, a t  least once each year, order an 
examination of each Federal reserve hank, and lipon joint npplica
tion of tprl nlember banks the I‘edernl reserve h a r t 1  shall order a 
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special examination and report of the condition of any Federal re-
serve bank. 

SEC.24. TllJlt110 member bank, or any officer?director, or employee
thereof, shall hereafter make any loan or grant any gratuity to any
examiner of siich linnk. Any bank officer, director, or employee
thereof violating this provision shall be deemed e i l t v  of a mis
demeanor and shall be imprisoned not exceeding one year or fined not 
more than $5 000, or both. .\nv examiner accepting wch n !oan or 
gratnity shali be deemed guilty of a misdemeanor and .hall be im

risoned not exceeding one year or be fined nnt more than $5,000. or 
goth. No such examiner shall perform any other service for com
pensation for a bank witliin his jurisdiction while holding such 
office. 

Other than the usual salary or director’s fee paid to any officer, 
director, or employee of a member bank, and other than a reasonable 
fee paid to such officer, director, or employee acting a s  an attorney a t  
law for legal services renderedrto such bank, no officer, director, 
employee, or attorney of a member bank shall be a beneficiary of or 
receive, directly or indirectly, any fee, commission, gift, 0;. other 
consideration for or in connection with any transaction or business of 
the bank. Any person violating any provision of this section shall 
be deemed giriltj7 o f  ii misdemeanor :ind punislied by u. fine not exceed-
in ,gS,OOO or by imprisonment not. exceeding one year, or both. 

Sxcept so f a r  .i.8 - already provided in existing laws this provision
shall not take effect, until six months after the passa8e of t.his act. 

SEC.25. T1i:rt from :rnd itfter the passage of this act the stock-
holders of ewry nationiil banking  association shall be held indi
vidiiiilly responsible for :ill contracts, debts, and engagements of such 
association, e:irh to the aniount of his stock therein, a t  the par value 
thereof in addition to the :ritrount invested in such stock. The stock-
holders in aiip natioiial bankin association who shall have trans
ferred their shares or registere3 the transfer thereof within sixty
days next before the date of the failure of such association to meet 
its obligations shall be liable to the same extent as if they had made 
no such transfer; but this provision shall not be construed to affect 
in any way any recourse which such shareholders might otherwise 
have against those in whose names such shares are registered a t  the 
time of such failure. Section fifty-one hundred and fifty-one, Re-
vised Statutes of the United States, is hereby reenacted except in so 
far  as modified by this section. 

LOANS ON FARM LANDS. 

SEC.26. That deposits in national banks, payable more than thirt 
days after they are made, shall be known as tune deposits, and sucB 
banks may continile hereafter as heretofore to receive time deposits
and to pay interest on the same. All national banks not located in 
rentral reserve cities nxiy make loans, secured by improved, occupied,
and ltnencrimbrred farm land situated within the Federal reserve 
district where the loaning bank is located to the extent of one-half 
of its value. but no siich loan shall be made for a longer period than 
five rears. nor sliall the ng,nreg:ite of such loans by any bank esceed 
one-third of its time deposits.

i i f ter  becoming nienilier b:iiiks of any reserve bank, national banks 
;Ire hereby authoriaecl to act as  adnrinistrators, executors, or trustees. 
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IWREIQS RRANCtIES. 

SEC.26. Thst  any F e h a l  reserve bank or national banking a m 
ciation possessing a‘copital of $5.000~000or more rimy file application
with the Fedei-81 reserve b a d ,  U ~ O K Isuch conditions iind under such 
circumstances as niay he prescribed by the said board, for the Bur-
pose of securing Riitttority to estnhlish hrnnches in foreign countries 
or dependencies of the United States for the furtherance of the 
foreign ccmimerw of the United Stntes. and to  a@,.if required to do 
80, ES fiscal agents of the IJnited States. Such nlqdications shall 
specifys,in addition to the name and capital of the bonking associa
tion filing it, the place or  places where the banking operotions pro-
posed s k  to be carried on and the amount. of cnpi t~lset aside by the 

filing such applicst ion for the conduct 04 
brsnches proposed hy i t  to be established 

The Federal r m r v e  board shall have power tc 
such spplication if in i t s  jiidgment the amount 
to be set aside for tho ccndiict. of forei 

or if for ot.her reasons the grnnting of 
cstion is deem& in 

Ever n~tiahialb g associ&an which shall rec.eive authorit)
to astaglish branches in foreign countries shall be required at  a l  
times to kkmi& informat.ion concerning the, condition of suck 
branches tQ the Comptroller of the Curreney npon demand, and thc 
F e d d  reserve board me3 order special examinations of the saic 
foreign trmnches at such time or t,imes as it may deem best. Eoerj
Fdtd rese~vebank and every such national banking associatior 
&dlconduct t.h accounts of each foreign branch indepcndentiy of thi 

fibof other foreign branches established by it and of its homc 
End &dl at the end of each fiscal period trnnsfer to its genera

fdger the profit or loss aesruing at. each such brdnch as a separatc
item. 

SEC.28. prwisions of lsw inconsistent Kith or superseded b: 
aa of the promsions of this act. w e  to that, extent and to that exten 
OR\ hereby rapea’ted: Provided, Thnt) nothing in t.hk act containec 
EI~E1 be construed to repeal the parity prtwisinn or provisions con 
tained in an act a proved March fourteent,h, nineteen hiindred, en 
titled ‘‘hE C ~b sefine and fix t,he standard of rnliie. to rnsintnii 
tho p&ty of aU forms of money issued or coined by the Unit,et 
Sta,tes, t5 refiind the public debt, and for other pliFposes.”

6ec. 298. That, the pnnisions of the act of >fay thirtieth. tiineteei 
hundred, m d  eight, aut,horizinp natinrd currencv associations, th 
issue of sdditinnal nationst-bnnk circulation! ~ n dcreating a sat ion^ 
bfonetsr? Commission. whieh expires hy ~imi tn t ionilndrr the term 
of such act. on the thirtieth day of Jrlne, nineteen hurxlrcd and four 
teen, are hereby extended to Jnne thirtieth. nineteen liiindred ani 
fifteen. 

SEC. -30. That the Fight, to  nmend, alter, o r  repeal this act is hereby 
BX resly reserved. 

gassed the R o w e  of Representatives September 18,1913. 


