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its depositors, and when remitted by a Federal 
reserve bank, checks and other items, including 
negotiable orders of withdrawal and share drafts 
and drafts drawn by any depositor in any other 
Federal reserve bank or depository institution 
upon funds to the credit of said depositor in said 
reserve bank or depository institution. Nothing 
herein contained shall be construed as prohibit-
ing a depository institution from charging its 
actual expense incurred in collecting and remit-
ting funds, or for exchange sold to its patrons. 
The Board of Governors of the Federal Reserve 
System shall, by rule, fix the charges to be col-
lected by the depository institutions from its 
patrons whose checks and other items, including 
negotiable orders of withdrawal and share drafts 
are cleared through the Federal reserve bank 
and the charge which may be imposed for the 
service of clearing or collection rendered by the 
Federal reserve bank. 

(Dec. 23, 1913, ch. 6, § 16 (par.), 38 Stat. 265; Aug. 
23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub. 
L. 96–221, title I, § 105(c), Mar. 31, 1980, 94 Stat. 
140.) 

CODIFICATION 

Section is comprised of the twelfth par. (formerly the 
thirteenth par.) of section 16 of act Dec. 23, 1913. For 
classification to this title of other pars. of section 16, 
see Codification note set out under section 411 of this 
title. 

AMENDMENTS 

1980—Pub. L. 96–221, which directed amendment of 
‘‘[t]he thirteenth paragraph of section 16 of the Federal 
Reserve Act (12 U.S.C. 360)’’ by substituting ‘‘deposi-
tory institutions’’ for ‘‘member banks’’ wherever ap-
pearing and ‘‘depository institution’’ for ‘‘member 
bank’’ wherever appearing and by inserting ‘‘and other 
items, including negotiable orders of withdrawal and 
share drafts’’ after ‘‘checks’’ wherever appearing, was 
executed to this section to reflect the probable intent 
of Congress. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed name of 
Federal Reserve Board to Board of Governors of the 
Federal Reserve System. 

EFFECTIVE DATE OF 1980 AMENDMENT 

Amendment by Pub. L. 96–221 effective on first day of 
sixth month which begins after Mar. 31, 1980, see sec-
tion 108 of Pub. L. 96–221, set out as a note under sec-
tion 248 of this title. 

§ 361. Bills receivable, bills of exchange, accept-
ances; regulations by Board of Governors 

The discount and rediscount and the purchase 
and sale by any Federal reserve bank of any 
bills receivable and of domestic and foreign bills 
of exchange, and of acceptances authorized by 
this chapter, shall be subject to such restric-
tions, limitations, and regulations as may be 
imposed by the Board of Governors of the Fed-
eral Reserve System. 

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Sept. 
7, 1916, ch. 461, 39 Stat. 753; Aug. 23, 1935, ch. 614, 
§ 203(a), 49 Stat. 704.) 

REFERENCES IN TEXT 

This chapter, referred to in text, was in the original 
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251, 

as amended, known as the Federal Reserve Act. For 
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this 
title and Tables. 

CODIFICATION 

Section is based on the tenth par. of section 13 of act 
Dec. 23, 1913, as amended. The tenth par. constituted 
the eighth par. of section 13 in 1916 (39 Stat. 753), be-
came the ninth par. in 1923 (42 Stat. 1478), and became 
the tenth par. in 1932 (47 Stat. 715). For further details, 
see Codification notes under sections 342 to 344 of this 
title. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed the name 
of the Federal Reserve Board to Board of Governors of 
the Federal Reserve System. 

§§ 362 to 364. Omitted 

CODIFICATION 

Section 362, act June 1, 1955, ch. 113, title I, 69 Stat. 
72, which related to reimbursement of Federal Reserve 
banks and branches for necessary expenses incident to 
deposit of withheld taxes in Government depositories, 
was from the Treasury-Post Office Appropriation Act, 
1956, and was not repeated in subsequent appropriation 
acts. 

Similar provisions were contained in the following 
prior appropriation acts: 

May 28, 1954, ch. 242, title I, 68 Stat. 144. 
June 18, 1953, ch. 132, title I, 67 Stat 67. 
June 30, 1952, ch. 523, title I, 66 Stat. 289. 
Aug. 11, 1951, ch. 301, title I, 65 Stat. 182. 
Sept. 6, 1950, ch. 896, Ch. IV, title I, 64 Stat. 634. 
June 30, 1949, ch. 286, title I, 63 Stat. 358. 
June 14, 1948, ch. 466, title I, 62 Stat. 409. 
Section 363, act June 1, 1955, ch. 113, title I, 69 Stat. 

72, which related to reimbursement of Federal Reserve 
banks and branches for necessary expenses incident to 
verification and destruction of unfit United States 
paper currency, was from the Treasury-Post Office Ap-
propriation Act, 1956, and was not repeated in subse-
quent appropriation acts. 

Similar provisions were contained in the following 
prior appropriation act: May 28, 1954, ch. 242, title I, 68 
Stat. 144. 

Section 364, act Sept. 26, 1970, Pub. L. 91–422, title II, 
84 Stat. 875, which related to reimbursement of Federal 
Reserve banks and branches for expenditures as fiscal 
agents of the United States on account of Post Office 
Department operations, was from the Treasury, Post 
Office, and Executive Office Appropriation Act, 1971, 
and was not repeated in subsequent appropriation acts. 

SUBCHAPTER X—POWERS AND DUTIES OF 
MEMBER BANKS 

§ 371. Real estate loans 

(a) Authorization to make real estate loans; or-
ders, rules, and regulations of Comptroller of 
the Currency 

Any national banking association may make, 
arrange, purchase or sell loans or extensions of 
credit secured by liens on interests in real es-
tate, subject to section 1828(o) of this title and 
such restrictions and requirements as the Comp-
troller of the Currency may prescribe by regula-
tion or order. 

(b) Eligibility for discount as commercial paper 
of notes representing loans financing con-
struction of residential or farm buildings; 
prerequisites 

Notes representing loans made under this sec-
tion to finance the construction of residential or 
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farm buildings and having maturities not to ex-
ceed nine months shall be eligible for discount 
as commercial paper within the terms of the 
first paragraph of section 343 of this title if ac-
companied by a valid and binding agreement to 
advance the full amount of the loan upon the 
completion of the building entered into by an in-
dividual, partnership, association, or corpora-
tion acceptable to the discounting bank. 

(Dec. 23, 1913, ch. 6, § 24, 38 Stat. 273; Sept. 7, 1916, 
ch. 461, 39 Stat. 754; Feb. 25, 1927, ch. 191, § 16, 44 
Stat. 1232; June 27, 1934, ch. 847, § 505, 48 Stat. 
1263; Aug. 23, 1935, ch. 614, title II, § 208, title III, 
§ 328, 49 Stat. 706, 717; Mar. 28, 1941, ch. 31, § 8, 55 
Stat. 62; July 22, 1937, ch. 517, § 15(a), as added 
Aug. 14, 1946, ch. 964, § 5, 60 Stat. 1079; May 25, 
1948, ch. 334, § 9, 62 Stat. 265; Oct. 25, 1949, ch. 729, 
§ 6, 63 Stat. 906; Apr. 20, 1950, ch. 94, title V, § 502, 
64 Stat. 80; Sept. 1, 1951, ch. 378, title II, § 207, 
title V, § 503, 65 Stat. 303, 312; Aug. 15, 1953, ch. 
510, 67 Stat. 613; July 22, 1954, ch. 561, 68 Stat. 
525; Aug. 28, 1937, ch. 870, § 10(f), as added Aug. 17, 
1954, ch. 751, § 1(4), 68 Stat. 736; Aug. 11, 1955, ch. 
781, §§ 1, 2, 69 Stat. 633, 634; Pub. L. 85–536, § 3, 
July 18, 1958, 72 Stat. 396; Pub. L. 86–251, § 4, 
Sept. 9, 1959, 73 Stat. 489; Pub. L. 87–70, title 
VIII, § 804(c), title IX, § 902, June 30, 1961, 75 Stat. 
188, 191; Pub. L. 87–717, Sept. 28, 1962, 76 Stat. 662; 
Pub. L. 88–341, June 30, 1964, 78 Stat. 233; Pub. L. 
88–560, title X, § 1004, Sept. 2, 1964, 78 Stat. 807; 
Pub. L. 89–117, title II, § 201(b)(2), title XI, § 1111, 
Aug. 10, 1965, 79 Stat. 465, 509; Pub. L. 89–754, 
title V, § 504(a)(2), Nov. 3, 1966, 80 Stat. 1277; Pub. 
L. 90–19, § 26, May 25, 1967, 81 Stat. 28; Pub. L. 
90–448, title IV, § 416(b), title XVII, § 1718, Aug. 1, 
1968, 82 Stat. 518, 609; Pub. L. 91–351, title VII, 
§ 704, July 24, 1970, 84 Stat. 462; Pub. L. 91–609, 
title VII, § 727(c), Dec. 31, 1970, 84 Stat. 1803; Pub. 
L. 93–383, title VII, § 711, title VIII, § 802(i)(1), 
Aug. 22, 1974, 88 Stat. 716, 725; Pub. L. 97–320, 
title IV, § 403(a), Oct. 15, 1982, 96 Stat. 1510; Pub. 
L. 102–242, title III, § 304(b), Dec. 19, 1991, 105 
Stat. 2354.) 

AMENDMENTS 

1991—Subsec. (a). Pub. L. 102–242 substituted ‘‘section 
1828(o) of this title and such restrictions and require-
ments as the Comptroller of the Currency may pre-
scribe by regulation or order’’ for ‘‘such terms, condi-
tions, and limitations as may be prescribed by the 
Comptroller of the Currency by order, rule, or regula-
tion’’. 

1982—Subsec. (a). Pub. L. 97–320 amended subsec. (a) 
generally. Prior to amendment subsec. (a) read as fol-
lows: 

‘‘(1) Any national banking association may make real 
estate loans, secured by liens upon unimproved real es-
tate, upon improved real estate, including improved 
farmland and improved business and residential prop-
erties, and upon real estate to be improved by a build-
ing or buildings to be constructed or in the process of 
construction, in an amount which when added to the 
amount unpaid upon prior mortgages, liens, encum-
brances, if any, upon such real estate does not exceed 
the respective proportions of appraised value as pro-
vided in this section. A loan secured by real estate 
within the meaning of this section shall be in the form 
of an obligation or obligations secured by a mortgage, 
trust deed, or other instrument, which shall constitute 
a lien on real estate in fee or, under such rules and reg-
ulations as may be prescribed by the Comptroller of the 
Currency, on a leasehold under a lease which does not 
expire for at least ten years beyond the maturity date 
of the loan, and any national banking association may 

purchase or sell any obligations so secured in whole or 
in part. The amount of any such loan hereafter made 
shall not exceed 662⁄3 per centum of the appraised value 
if such real estate is unimproved, 75 per centum of the 
appraised value if such real estate is improved by off-
site improvements such as streets, water, sewers, or 
other utilities, 75 per centum of the appraised value if 
such real estate is in the process of being improved by 
a building or buildings to be constructed or in the proc-
ess of construction, or 90 per centum of the appraised 
value if such real estate is improved by a building or 
buildings. If any such loan exceeds 75 per centum of the 
appraised value of the real estate or if the real estate 
is improved with a one- to four-family dwelling, install-
ment payments shall be required which are sufficient 
to amortize the entire principal of the loan within a pe-
riod of not more than thirty years. 

‘‘(2) The limitations and restrictions set forth in 
paragraph (1) shall not prevent the renewal or exten-
sion of loans heretofore made and shall not apply to 
real estate loans (A) which are insured under the provi-
sions of the National Housing Act [12 U.S.C. 1701 et 
seq.], (B) which are insured by the Secretary of Agri-
culture pursuant to title I of the Bankhead-Jones Farm 
Tenant Act, or the Act of August 28, 1937, as amended, 
or title V of the Housing Act of 1949, as amended, [42 
U.S.C. 1471 et seq.], or (C) which are guaranteed by the 
Secretary of Housing and Urban Development, for the 
payment of the obligations of which the full faith and 
credit of the United States is pledged, and such limita-
tions and restrictions shall not apply to real estate 
loans which are fully guaranteed or insured by a State, 
or any agency or instrumentality thereof, or by a State 
authority for the payment of the obligations of which 
the faith and credit of the State is pledged, if under the 
terms of the guaranty or insurance agreement the asso-
ciation will be assured of repayment in accordance 
with the terms of the loan, or to any loan at least 20 
per centum of which is guaranteed under chapter 37 of 
title 38, or to obligations guaranteed under section 1440 
of title 42. 

‘‘(3) Loans which are guaranteed or insured as de-
scribed in paragraph (2) shall not be taken into account 
in determining the amount of real estate loans which a 
national banking association may make in relation to 
its capital and surplus or its time and savings deposits 
or in determining, the amount of real estate loans se-
cured by other than first liens. Where the collateral for 
any loan consists partly of real estate security and 
partly of other security, including a guaranty or en-
dorsement by or an obligation or commitment of a per-
son other than the borrower, only the amount by which 
the loan exceeds the value as collateral of such other 
security shall be considered a loan upon the security of 
real estate, and in no event shall a loan be considered 
as a real estate loan where there is a valid and binding 
agreement which is entered into by a financially re-
sponsible lender or other party either directly with the 
association or which is for the benefit of or has been as-
signed to the association and pursuant to which agree-
ment the lender or other party is required to advance 
to the association within sixty months from the date of 
the making of such loan the full amount of the loan to 
be made by the association upon the security of real es-
tate. Except as otherwise provided, no such association 
shall make real estate loans in an aggregate sum in ex-
cess of the amount of the capital stock of such associa-
tion paid in and unimpaired plus the amount of its un-
impaired surplus fund, or in excess of the amount of its 
time and savings deposits, whichever is greater: Pro-

vided, That the amount unpaid upon real estate loans 
secured by other than first liens, when added to the 
amount unpaid upon prior mortgages, liens, and en-
cumbrances, shall not exceed in an aggregate sum 20 
per centum of the amount of the capital stock of such 
association paid in and unimpaired plus 20 per centum 
of the amount of its unimpaired surplus fund.’’ 

Subsec. (b). Pub. L. 97–320 redesignated subsec. (d) as 
(b) and struck out former subsec. (b) ‘‘Any national 
banking association may make real estate loans se-
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cured by liens upon forest tracts which are properly 
managed in all respects. Such loans shall be in the form 
of an obligation or obligations secured by mortgage, 
trust deed, or other such instrument; and any national 
banking association may purchase or sell any obliga-
tions so secured in whole or in part. The amount of any 
such loan, when added to the amount unpaid upon prior 
mortgages, liens, and encumbrances, if any, shall not 
exceed 662⁄3 per centum of the appraised fair market 
value of the growing timber, lands, and improvements 
thereon offered as security and the loan shall be made 
upon such terms and conditions as to assure that at no 
time shall the loan balance, when added to the amount 
unpaid upon prior mortgages, liens, and encumbrances, 
if any, exceed 662⁄3 per centum of the original appraised 
total value of the property then remaining. No such 
loan shall be made for a longer term than three years; 
except that any such loan may be made for a term not 
longer than fifteen years if the loan is secured by an 
amortized mortgage, deed of trust, or other such in-
strument under the terms of which the installment 
payments are sufficient to amortize the principal of the 
loan within a period of not more than fifteen years and 
at a rate at least 62⁄3 per centum per annum. All such 
loans secured by liens upon forest tracts shall be in-
cluded in the permissible aggregate of all real estate 
loans and, when secured by other than first liens, in the 
permissible aggregate of all real estate loans secured 
by other than first liens, prescribed in subsection (a) of 
this section, but no national banking association shall 
make forest tract loans in an aggregate sum in excess 
of 50 per centum of its capital stock paid in and unim-
paired plus 50 per centum of its unimpaired surplus 
fund.’’ 

Subsec. (c). Pub. L. 97–320 struck out subsec. (c) 
‘‘Loans made to finance the construction of a building 
or buildings and having maturities of not to exceed 
sixty months where there is a valid and binding agree-
ment entered into by a financially responsible lender or 
other party to advance the full amount of the bank’s 
loan upon completion of the building or buildings, and 
loans made to finance the construction of residential or 
farm buildings and having maturities of not to exceed 
sixty months, may be considered as real estate loans if 
the loans qualify under this section, or such loans may 
be classed as commercial loans whether or not secured 
by a mortgage or similar lien on the real estate upon 
which the building or buildings are being constructed, 
at the option of each national banking association that 
may have an interest in such loan: Provided, That no 
national banking association shall invest in, or be lia-
ble on, any such loans classed as commercial loans 
under this subsection in an aggregate amount in excess 
of 100 per centum of its actually paid-in and unimpaired 
capital plus 100 per centum of its unimpaired surplus 
fund.’’ 

Subsec. (d). Pub. L. 97–320 redesignated subsec. (d) as 
(b). 

Subsec. (e). Pub. L. 97–320 struck out subsec. (e) 
‘‘Loans made to any borrower (i) where the association 
looks for repayment by relying primarily on the bor-
rower’s general credit standing and forecast of income, 
with or without other security, or (ii) secured by an as-
signment of rents under a lease, and where, in either 
case described in clause (i) or (ii) above, the association 
wishes to take a mortgage, deed of trust, or other in-
strument upon real estate (whether or not constituting 
a first lien) as a precaution against contingencies, and 
loans in which the Small Business Administration co-
operates through agreements to participate on an im-
mediate or deferred or guaranteed basis under the 
Small Business Act [15 U.S.C. 631 et seq.], shall not be 
considered as real estate loans within the meaning of 
this section but shall be classed as commercial loans.’’ 

Subsec. (f). Pub. L. 97–320 struck out subsec. (f) ‘‘Any 
national banking association may make loans upon the 
security of real estate that do not comply with the lim-
itations and restrictions in this section, if the total un-
paid amount loaned, exclusive of loans which subse-
quently comply with such limitations and restrictions, 

does not exceed 10 per centum of the amount that a na-
tional banking association may invest in real estate 
loans. The total unpaid amount so loaned shall be in-
cluded in the aggregate sum that such association may 
invest in real estate loans.’’ 

Subsec. (g). Pub. L. 97–320 struck out subsec. (g) 
‘‘Loans made pursuant to this section shall be subject 
to such conditions and limitations as the Comptroller 
of the Currency may prescribe by rule or regulation.’’ 

1974—Subsec. (a). Pub. L. 93–383, §§ 711, 802(i)(1), des-
ignated unlettered first par. as subsec. (a), substan-
tially revised provisions relating to real estate loans by 
associations, and inserted reference to obligations 
guaranteed by section 1440 of title 42. 

Subsecs. (b) to (f). Pub. L. 93–383, § 711, designated un-
lettered second, third, fourth, and fifth pars. as subsecs. 
(b) to (f) and substantially revised provisions relating 
to real estate loans secured by liens upon forest tracts, 
loans made to finance the construction of buildings, 
notes representing loans, repayment of loans, and waiv-
er of restrictions and limitations. 

Subsec. (g). Pub. L. 93–383, § 711, added subsec. (g) au-
thorizing the Comptroller of the Currency to prescribe 
rules and regulations relating to loans. 

1970—Pub. L. 91–609 authorized national banks to in-
vest in obligations guaranteed under part B of the 
Urban Growth and New Community Development Act 
of 1970. 

Pub. L. 91–351 substituted in cl. (3) of third sentence 
of first par. ‘‘90 per centum’’ for ‘‘80 per centum’’ and 
‘‘thirty years’’ for ‘‘twenty-five years’’, and in first sen-
tence of third par. ‘‘sixty months’’ for ‘‘thirty-six 
months’’ wherever appearing. 

1968—Pub. L. 90–448, § 416(b), substituted ‘‘any na-
tional banking association may make loans or purchase 
obligations for land development which are secured by 
mortgages insured under title X of the National Hous-
ing Act or guaranteed under title IV of the Housing and 
Urban Development Act of 1968’’ for ‘‘any national 
banking association may make loans for land develop-
ment which are secured by mortgages insured under 
title X of the National Housing Act’’ in first par. 

Pub. L. 90–448, § 1718, substituted ‘‘in whole or in part 
and at any time or times prior to the maturity of such 
obligation’’ for ‘‘when the entire amount of such obli-
gation is sold to the association’’ wherever appearing 
in first and second pars., ‘‘thirty-six months’’ for 
‘‘twenty-four months’’ in two places in second par., and 
‘‘Loans made to any borrower (i) where the association 
looks for repayment by relying primarily on the bor-
rower’s general credit standing and forecast of income, 
with or without other security, or (ii) where the asso-
ciation relies on other security as collateral for the 
loans (including but not limited to a guaranty of a 
third party), and where, in either case described in 
clause (i) or (ii) above, the association wishes to take 
a mortgage, deed of trust, or other instrument upon 
real estate (whether or not constituting a first lien) as 
a precaution against contingencies, such loans shall 
not be considered as real estate loans within the mean-
ing of this section but shall be classed as ordinary non- 
real-estate loans’’ for ‘‘Loans made to manufacturing 
and industrial businesses where the association looks 
for repayment out of the operations of the borrower’s 
business, relying primarily on the borrower’s general 
credit standing and forecast of operations, with or 
without other security, but wishes to take a mortgage 
on the borrower’s real estate as a precaution against 
contingencies, shall not be considered as real estate 
loans within the meaning of this section but shall be 
classed as ordinary commercial loans’’ in last par. 

1967—Pub. L. 90–19 substituted ‘‘Secretary of Housing 
and Urban Development’’ for ‘‘Housing and Home Fi-
nance Administrator’’ in first sentence of fourth par. 

1966—Pub. L. 89–754 permitted national banking asso-
ciations to make loans for group practice facilities 
which are secured by mortgages insured under sub-
chapter IX–B of chapter 13 of this title. 

1965—Pub. L. 89–117 permitted national banking asso-
ciations to make loans for land development which are 
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secured by mortgages insured under title X of the Na-
tional Housing Act and increased from 18 months to 24 
months the maximum maturity of industrial, commer-
cial, and residential construction loans. 

1964—Pub. L. 88–560 substituted in cl. (3) of third sen-
tence of first par. ‘‘80’’ for ‘‘75’’ per centum and ‘‘twen-
ty-five’’ for ‘‘20’’ years. 

Pub. L. 88–341 substituted ‘‘60 per centum of the ap-
praised fair market value of the growing timber, lands, 
and improvements thereon’’ for ‘‘40 per centum of the 
appraised value of the economically marketable tim-
ber’’, ‘‘60 per centum of the original appraised total 
value of the property’’ for ‘‘40 per centum of the origi-
nal appraised value of the economically marketable 
timber’’, increased the permissible loan term from 2 to 
3 years in the case of unamortized loans, from 10 to 15 
years in the case of amortized loans, and decreased the 
annual rate from 10 to 62⁄3 per centum. 

1962—Pub. L. 87–717 increased aggregate real estate 
loan limitation from 60 to 70 per centum of a bank’s 
time and savings deposits, and limitation on maturities 
for loans made to finance the construction of residen-
tial or farm buildings, from nine months or less to 
eighteen months or less. 

1961—Pub. L. 87–70 inserted ‘‘, or title V of the Hous-
ing Act of 1949, as amended’’ after ‘‘sections 590r to 
590x–3 of title 16’’ in first par., and in next to last par. 
inserted provisions permitting home improvement 
loans which are insured under section 1709(k) or 
1715k(h) of this title to be made without regard to the 
first lien requirements of this section. 

1959—Pub. L. 86–251, § 4(a), substituted in second sen-
tence of first par., ‘‘under a lease which does not expire 
for at least 10 years beyond the maturity date of the 
loan’’ for ‘‘(1) under a lease for not less than ninety- 
nine years which is renewable or (2) under a lease hav-
ing a period of not less than fifty years to run from the 
date the loan is made or acquired by the national bank-
ing association’’. 

Pub. L. 86–251, § 4(b)(1), (2), added cl. (3) in third sen-
tence of first par., redesignated former cl. (3) as cl. (4), 
and prohibited the application of the described limita-
tions and restrictions to State-guaranteed loans. 

Pub. L. 86–251, § 4(c), inserted provisions in third par. 
classifying certain loans for construction of industrial 
or commercial buildings as ordinary commercial loans 
and authorized investments in or liability on loans in 
an amount that includes 100 per centum of its unim-
paired surplus fund. 

Pub. L. 86–251, § 4(d), added par. classifying certain 
loans to manufacturing and industrial businesses as or-
dinary commercial loans. 

1958—Pub. L. 85–536 amended fourth par. by striking 
out ‘‘or the Small Business Administration’’ after 
‘‘Housing and Home Finance Administrator’’ and ‘‘or 
the Small Business Act of 1953’’ after ‘‘or 1701g–1 of this 
title’’, and inserting provisions exempting loans in 
which the Small Business Administration cooperates 
through agreements to participate on an immediate or 
deferred basis from the restrictions or limitations of 
this section imposed upon loans secured by real estate. 

1955—Act Aug. 11, 1955, § 1, amended first par. gener-
ally to increase the percentage of the loan to the ap-
praised value of the property from 60 to 662⁄3 percent in 
the case of 40 percent amortized residential mortgage 
loans not exceeding a 10-year maturity, and to permit 
national banks to make a residential real-estate loan 
in an amount not to exceed 662⁄3 percent of the ap-
praised value of the property and for a term not longer 
than 20 years. 

Act Aug. 11, 1955, § 2, amended third par. by increasing 
from 6 to 9 months construction loans for the purpose 
of financing residential or farm buildings. 

1954—Act Aug. 17, 1954, amended third sentence of 
first par. by inserting ‘‘, or sections 590r to 590x–3 of 
title 16’’ after ‘‘sections 1001–1005d of title 7’’. 

Act July 22, 1954, amended fourth par. by inserting 
references to the Small Business Administration and to 
the Small Business Act of 1953. 

1953—Act Aug. 15, 1953, amended section by inserting 
new second par. to permit the making of real estate 

loans secured by first liens upon forest tracts which are 
properly managed. 

1951—Act Sept. 1, 1951, § 207, amended third sentence 
of first par. by inserting a reference to subchapter X of 
chapter 13 of this title. 

Act Sept. 1, 1951, § 503, amended third par. by insert-
ing a reference to the Housing and Home Finance Ad-
ministrator, and references to sections 1701g and 
1701g–1 of this title. 

1950—Act Apr. 20, 1950, amended third sentence of 
first par. by substituting ‘‘1748–1748g, or 1706c of this 
title’’ for ‘‘or 1748–1748g of this title’’. 

1949—Joint Res. Oct. 25, 1949, amended first par. by 
striking out second sentence and inserting new second 
sentence, and by inserting ‘‘sections 1707–1715, 1736–1742, 
and 1748–1748g of this title’’ for ‘‘sections 1707–1715 and 
1736–1742 of this title’’. 

1948—Act May 25, 1948, amended third par. by striking 
out references to certain lending authority which the 
Corporation was granted under section 604(a) of title 15, 
as amended in 1947, and which it does not now have. 

1946—Act Aug. 14, 1946, amended first par. by insert-
ing ‘‘or which are insured by the Secretary of Agri-
culture pursuant to sections 1001–1005d of title 7’’. 

1941—Act Mar. 28, 1941, amended third sentence of 
first par. by inserting reference to sections 1736 to 1742 
of this title. 

1935—Act Aug. 23, 1935, amended first par. and added 
third par. 

1934—Act June 27, 1934, amended first par. and added 
second par. 

1927—Act Feb. 25, 1927, amended first par. 

EFFECTIVE DATE OF 1982 AMENDMENT 

Section 403(c) of Pub. L. 97–320 provided that: ‘‘This 
section [amending this section and section 92 of this 
title] shall take effect upon the expiration of one hun-
dred and eighty days after the date of its enactment 
[Oct. 15, 1982].’’ 

REPEALS 

Repealing provisions of Consolidated Farmers Home 
Administration Act of 1961 as not having the effect of 
repealing the amendments to this section enacted by 
act July 22, 1937, § 15(a), as added Aug. 14, 1946, and Aug. 
28, 1937, § 10(f), as added Aug. 17, 1954, see section 341(a) 
of Pub. L. 87–128, title III, Aug. 8, 1961, 75 Stat. 318, set 
out as a References in Other Laws note under section 
1921 of Title 7, Agriculture. 

EXCEPTION AS TO TRANSFER OF FUNCTIONS 

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not 
included in transfer of functions to Secretary of the 
Treasury, see note set out under section 1 of this title. 

§ 371a. Repealed. Pub. L. 111–203, title VI, 
§ 627(a)(1), July 21, 2010, 124 Stat. 1640 

Section, act Dec. 23, 1913, ch. 6, § 19(i), formerly § 19 
par. (12), as added June 16, 1933, ch. 89, § 11(b), 48 Stat. 
181; amended Aug. 23, 1935, ch. 614, title III, § 324(c), 49 
Stat. 714; Proc. No. 2695, eff. July 4, 1946, 11 F.R. 7517, 
60 Stat. 1352; renumbered § 19(i), Pub. L. 89–597, § 2(b), 
Sept. 21, 1966, 80 Stat. 824; Pub. L. 96–161, title I, § 101(a), 
Dec. 28, 1979, 93 Stat. 1233; Pub. L. 96–221, title III, 
§§ 302(a), 307, Mar. 31, 1980, 94 Stat. 145, 147, prohibited 
member banks from paying interest on any deposit 
payable on demand but included savings provisions and 
exceptions. 

EFFECTIVE DATE OF REPEAL 

Pub. L. 111–203, title VI, § 627(b), July 21, 2010, 124 
Stat. 1640, provided that: ‘‘The amendments made by 
subsection (a) [amending sections 1464 and 1828 of this 
title and repealing this section] shall take effect 1 year 
after the date of the enactment of this Act [July 21, 
2010].’’ 
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§ 371b. Rate of interest on time deposits; pay-
ment of time deposits before maturity; waiv-
er of notice requirements for withdrawal of 
savings deposits 

The Board may from time to time, after con-
sulting with the Board of Directors of the Fed-
eral Deposit Insurance Corporation and the Fed-
eral Home Loan Bank Board, prescribe rules 
governing the advertisement of interest on de-
posits by member banks on time and savings de-
posits. The provisions of this section shall not 
apply to any deposit which is payable only at an 
office of a member bank located outside of the 
States of the United States and the District of 
Columbia. During the period commencing on Oc-
tober 15, 1962, and ending on October 15, 1968, the 
provisions of this paragraph shall not apply to 
the rate of interest which may be paid by mem-
ber banks on time deposits of foreign govern-
ments, monetary and financial authorities of 
foreign governments when acting as such, or 
international financial institutions of which the 
United States is a member. 

(Dec. 23, 1913, ch. 6, § 19(j), formerly § 19 (par. 13), 
as added June 16, 1933, ch. 89, § 11(b), 48 Stat. 182; 
amended Aug. 23, 1935, ch. 614, title III, § 324(c), 
49 Stat. 714; Pub. L. 87–827, § 1, Oct. 15, 1962, 76 
Stat. 953; Pub. L. 89–79, § 1, July 21, 1965, 79 Stat. 
244; renumbered § 19(j) and amended Pub. L. 
89–597, § 2(b), (c), Sept. 21, 1966, 80 Stat. 824; Pub. 
L. 90–505, § 2(a), Sept. 21, 1968, 82 Stat. 856; Pub. 
L. 96–221, title II, § 207(b)(4)–(6), Mar. 31, 1980, 94 
Stat. 144.) 

AMENDMENTS 

1980—Pub. L. 96–221 struck out provisions relating to 
payment of interest on deposits, prescribing of dif-
ferent limitations by the Board for different classes of 
deposits, and payment of time deposits before matu-
rity. 

1968—Pub. L. 90–505 gave Board power to prescribe 
rules governing the payment and advertising of inter-
est on deposits. 

1966—Pub. L. 89–597, § 2(c), made authority of Board to 
prescribe maximum permissible rates of interest that 
may be paid by member banks on time and savings de-
posits discretionary rather than mandatory, required 
prior consultations with the FDIC Board and the FHLB 
Board, authorized different rate limitations for dif-
ferent classes of deposits, for deposits of different 
amounts, or according to such other reasonable bases 
as the Board may deem desirable in the public interest, 
and struck out provision for rate limitation according 
to the varying discount rates of member banks in the 
several Federal Reserve districts. 

1965—Pub. L. 89–79 extended until Oct. 15, 1968, the pe-
riod during which the provisions of this paragraph do 
not apply to the rate of interest payable by member 
banks on time deposits of foreign governments, mone-
tary and financial authorities of foreign governments 
when acting as such, or international financial institu-
tions of which the United States is a member. 

1962—Pub. L. 87–827 inserted sentence making this 
paragraph inapplicable, during the period commencing 
on October 15, 1962, and ending upon the expiration of 
three years after such date, to the rate of interest 
which may be paid by member banks on time deposits 
of foreign governments, monetary and financial au-
thorities of foreign governments when acting as such, 
or international financial institutions of which the 
United States is a member. 

1935—Act Aug. 23, 1935, among other changes, inserted 
‘‘except upon such conditions and in accordance with 
such rules and regulations as may be prescribed by the 
said Board’’ to second sentence and proviso. 

EFFECTIVE DATE OF 1980 AMENDMENT 

Section 207(b) of Pub. L. 96–221 provided in part that 
the amendment made by that section is effective 6 
years after Mar. 31, 1980. 

EFFECTIVE AND TERMINATION DATES OF 1966 
AMENDMENT 

Section 7 of Pub. L. 89–597, as amended, formerly set 
out as an Effective and Termination Dates of 1966 
Amendment note under section 461 of this title (which 
provided in part that amendment of this section by sec-
tion 2(c) of Pub. L. 89–597 was effective only to Dec. 15, 
1980, and that on Dec. 15, 1980, this section was amended 
to read as it would without the amendment by section 
2(c) of Pub. L. 89–597), was repealed by section 207(a) of 
Pub. L. 96–221. 

TRANSFER OF FUNCTIONS 

Federal Home Loan Bank Board abolished and func-
tions transferred, see sections 401 to 406 of Pub. L. 
101–73, set out as a note under section 1437 of this title. 

TIME DEPOSITS; INTEREST RATES, LIMITATION 

Pub. L. 93–123, Oct. 15, 1973, 87 Stat. 448, provided that 
in carrying out the Act of September 21, 1966 (Pub. L. 
89–597) [enacting section 1425b of this title, amending 
sections 355, 371b, 461, and 1828 of this title and section 
771 of former Title 31, repealing section 462a–1 of this 
title, and enacting provisions set out as notes under 
section 461 of this title] and other provisions of law, the 
Secretary of the Treasury, the Board of Governors of 
the Federal Reserve System, the Board of Directors of 
the Federal Deposit Insurance Corporation, and the 
Federal Home Loan Bank Board take action to limit 
rates of interest or dividends paid on time deposits of 
less than $100,000 by institutions regulated by them, 
prior to repeal by Pub. L. 96–221, title II, § 207(b)(13), 
Mar. 31, 1980, 94 Stat. 144, eff. 6 years after Mar. 31, 1980. 

§ 371b–1. Repealed. Pub. L. 96–221, title V, § 529, 
Mar. 31, 1980, 94 Stat. 168 

Section, act Dec. 23, 1913, ch. 6, § 19(k), as added Dec. 
28, 1979, Pub. L. 96–161, title II, § 208, 93 Stat. 1238, pro-
vided that no member bank or affiliate thereof, or any 
successor or assignee of such member bank or affiliate 
or any endorser, guarantor, or surety of such member 
bank or affiliate could plead, raise, or claim directly or 
by counterclaim, setoff, or otherwise, with respect to 
any deposit or obligation of such member bank or affil-
iate, any defense, right, or benefit under any provision 
of a statute or constitution of a State or of a territory 
of the United States, or of any law of the District of 
Columbia, regulating or limiting the rate of interest 
which could be charged, taken, received, or reserved, 
that any such provision was preempted, and that no 
civil or criminal penalty which would otherwise have 
been applicable under such provision would apply to 
such member bank or affiliate or to any other person. 

EFFECTIVE DATE OF REPEAL 

Section 529 of Pub. L. 96–221 provided in part that the 
repeal of this section is effective at the close of Mar. 31, 
1980. 

SAVINGS PROVISION 

Section 529 of Pub. L. 96–221 provided in part that, 
notwithstanding the repeal of Pub. L. 96–104 and title II 
of Pub. L. 96–161, this section [which had been enacted 
by those laws] shall continue to apply to any loan 
made, any deposit made, or any obligation issued in 
any State during any period when this section was in 
effect in such State. 

PRIOR PROVISIONS 

A prior section 371b–1, act Dec. 23, 1913, ch. 6, § 19(k), 
as added Nov. 5, 1979, Pub. L. 96–104, title II, § 201, 93 
Stat. 792, identical to this section as added by Pub. L. 
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96–161, was repealed by section 212 of Pub. L. 96–161, ef-
fective at the close of Dec. 27, 1979, except that its pro-
visions would continue to apply to deposits made or ob-
ligations issued in any State on or after Nov. 5, 1979, 
but prior to such repeal. See Effective Date of 1979 
Amendment note set out below. 

A prior section 371b–1, act Dec. 23, 1913, ch. 6, § 19(k), 
as added Oct. 29, 1974, Pub. L. 93–501, title III, § 301, 88 
Stat. 1560, identical to this section as added by Pub. L. 
96–104, was repealed by section 1 of Pub. L. 96–104 except 
that its provisions shall continue to apply to any de-
posit made or obligation issued in any State during the 
period specified in section 304 of Pub. L. 93–501. See Ef-
fective and Termination Date of 1974 Amendment note 
set out below. 

EFFECTIVE DATE OF 1979 AMENDMENTS 

Prior to its repeal by section 529 of Pub. L. 96–221, 
section 211 of Pub. L. 96–161 provided that: ‘‘The amend-
ments made by sections 208, 209, and 210 of this title 
[enacting this section and amending sections 1425b and 
1828 of this title] shall apply only with respect to depos-
its made or obligations issued in any State during the 
period beginning on the date of the enactment of this 
Act [Dec. 28, 1979] and ending on the earliest of— 

‘‘(1) in the case of a State statute, July 1, 1980; 

‘‘(2) the date, after the date of the enactment of 
this Act [Dec. 28, 1979], on which such State adopts a 
law stating in substance that such State does not 
want the amendments made by sections 208, 209, and 
210 of this title to apply with respect to such deposits 
and obligations; or 

‘‘(3) the date on which such State certifies that the 
voters of such State, after the date of the enactment 
of this Act [Dec. 28, 1979], have voted in favor of, or 
to retain, any law, provision of the constitution of 
such state, or amendment to the constitution of such 
State which limits the amount of interest which may 
be charged in connection with such deposits and obli-
gations.’’ 

Prior to its repeal by section 212 of Pub. L. 96–161, 
section 204 of Pub. L. 96–104 provided that: ‘‘The amend-
ments made by this title [enacting this section and 
amending sections 1425b and 1828 of this title] shall 
apply only with respect to deposits made or obligations 
issued in any State during the period beginning on the 
date of the enactment of this Act [Nov. 5, 1979] and end-
ing on the earlier of— 

‘‘(1) July 1, 1981; 

‘‘(2) the date, after the date of the enactment of 
this Act [Nov. 5, 1979], on which such State adopts a 
law stating in substance that such State does not 
want the amendments made by this title to apply 
with respect to such deposits and obligations; or 

‘‘(3) the date on which such State certifies that the 
voters of such State, after the date of the enactment 
of this Act [Nov. 5, 1979], have voted in favor of, or to 
retain, any law, provision of the constitution of such 
State, or amendment to the constitution of such 
State which limits the amount of interest which may 
be charged in connection with such deposits and obli-
gations.’’ 

EFFECTIVE AND TERMINATION DATES OF 1974 
AMENDMENT 

Prior to its repeal by section 1 of Pub. L. 96–104, sec-
tion 304 of title III of Pub. L. 93–501 provided that: ‘‘The 
amendments made by this title [which enacted this sec-
tion and amended sections 1425b and 1828 of this title] 
shall apply to any deposit made or obligation issued in 
any State after the date of enactment of this title [Oct. 
29, 1974], but prior to the earlier of (1) July 1, 1977 or (2) 
the date (after such date of enactment) on which the 
State enacts a provision of law which limits the 
amount of interest which may be charged in connection 
with deposits or obligations referred to in the amend-
ments made by this title.’’ 

STATES HAVING CONSTITUTIONAL PROVISIONS 
REGARDING MAXIMUM INTEREST RATES 

Section 213 of Pub. L. 96–161 provided that the provi-
sions of title II of Pub. L. 96–161, which enacted this 
section, repealed former section 371b–1 of this title, and 
enacted provisions set out as a note under this section, 
to continue to apply until July 1, 1981, in the case of 
any State having a constitutional provision regarding 
maximum interest rates. 

§ 371b–2. Interbank liabilities 

(a) Purpose 

The purpose of this section is to limit the 
risks that the failure of a large depository insti-
tution (whether or not that institution is an in-
sured depository institution) would pose to in-
sured depository institutions. 

(b) Aggregate limits on insured depository insti-
tutions’ exposure to other depository institu-
tions 

The Board shall, by regulation or order, pre-
scribe standards that have the effect of limiting 
the risks posed by an insured depository institu-
tion’s exposure to any other depository institu-
tion. 

(c) ‘‘Exposure’’ defined 

(1) In general 

For purposes of subsection (b) of this sec-
tion, an insured depository institution’s ‘‘ex-
posure’’ to another depository institution 
means— 

(A) all extensions of credit to the other de-
pository institution, regardless of name or 
description, including— 

(i) all deposits at the other depository 
institution; 

(ii) all purchases of securities or other 
assets from the other depository institu-
tion subject to an agreement to repur-
chase; and 

(iii) all guarantees, acceptances, or let-
ters of credit (including endorsements or 
standby letters of credit) on behalf of the 
other depository institution; 

(B) all purchases of or investments in secu-
rities issued by the other depository institu-
tion; 

(C) all securities issued by the other depos-
itory institution accepted as collateral for 
an extension of credit to any person; and 

(D) all similar transactions that the Board 
by regulation determines to be exposure for 
purposes of this section. 

(2) Exemptions 

The Board may, at its discretion, by regula-
tion or order, exempt transactions from the 
definition of ‘‘exposure’’ if it finds the exemp-
tions to be in the public interest and consist-
ent with the purpose of this section. 

(3) Attribution rule 

For purposes of this section, any transaction 
by an insured depository institution with any 
person is a transaction with another deposi-
tory institution to the extent that the pro-
ceeds of the transaction are used for the bene-
fit of, or transferred to, that other depository 
institution. 
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(d) Insured depository institution 

For purposes of this section, the term ‘‘insured 
depository institution’’ has the same meaning 
as in section 1813 of this title. 

(e) Rulemaking authority; enforcement 

The Board may issue such regulations and or-
ders, including definitions consistent with this 
section, as may be necessary to administer and 
carry out the purpose of this section. The appro-
priate Federal banking agency shall enforce 
compliance with those regulations under section 
1818 of this title. 

(Dec. 23, 1913, ch. 6, § 23, as added Pub. L. 102–242, 
title III, § 308(a), Dec. 19, 1991, 105 Stat. 2362.) 

EFFECTIVE DATE 

Section 308(c) of Pub. L. 102–242 provided that: ‘‘The 
amendment made by this section [enacting this sec-
tion] shall become effective 1 year after the date of en-
actment of this Act [Dec. 19, 1991].’’ 

REGULATIONS 

Section 308(b) of Pub. L. 102–242 provided that: ‘‘The 
Board shall prescribe reasonable transition rules to fa-
cilitate compliance with section 23 of the Federal Re-
serve Act [12 U.S.C. 371b–2] (as added by subsection 
(a)).’’ 

§ 371c. Banking affiliates 

(a) Restrictions on transactions with affiliates 

(1) A member bank and its subsidiaries may 
engage in a covered transaction with an affiliate 
only if— 

(A) in the case of any affiliate, the aggregate 
amount of covered transactions of the member 
bank and its subsidiaries will not exceed 10 per 
centum of the capital stock and surplus of the 
member bank; and 

(B) in the case of all affiliates, the aggregate 
amount of covered transactions of the member 
bank and its subsidiaries will not exceed 20 per 
centum of the capital stock and surplus of the 
member bank. 

(2) For the purpose of this section, any trans-
action by a member bank with any person shall 
be deemed to be a transaction with an affiliate 
to the extent that the proceeds of the trans-
action are used for the benefit of, or transferred 
to, that affiliate. 

(3) A member bank and its subsidiaries may 
not purchase a low-quality asset from an affili-
ate unless the bank or such subsidiary, pursuant 
to an independent credit evaluation, committed 
itself to purchase such asset prior to the time 
such asset was acquired by the affiliate. 

(4) Any covered transactions and any trans-
actions exempt under subsection (d) of this sec-
tion between a member bank and an affiliate 
shall be on terms and conditions that are con-
sistent with safe and sound banking practices. 

(b) Definitions 

For the purpose of this section— 
(1) the term ‘‘affiliate’’ with respect to a 

member bank means— 
(A) any company that controls the mem-

ber bank and any other company that is con-
trolled by the company that controls the 
member bank; 

(B) a bank subsidiary of the member bank; 

(C) any company— 
(i) that is controlled directly or indi-

rectly, by a trust or otherwise, by or for 
the benefit of shareholders who bene-
ficially or otherwise control, directly or 
indirectly, by trust or otherwise, the mem-
ber bank or any company that controls the 
member bank; or 

(ii) in which a majority of its directors 
or trustees constitute a majority of the 
persons holding any such office with the 
member bank or any company that con-
trols the member bank; 

(D)(i) any company, including a real estate 
investment trust, that is sponsored and ad-
vised on a contractual basis by the member 
bank or any subsidiary or affiliate of the 
member bank; or 

(ii) any investment company with respect 
to which a member bank or any affiliate 
thereof is an investment advisor as defined 
in section 80a–2(a)(20) of title 15; and 

(E) any company that the Board deter-
mines by regulation or order to have a rela-
tionship with the member bank or any sub-
sidiary or affiliate of the member bank, such 
that covered transactions by the member 
bank or its subsidiary with that company 
may be affected by the relationship to the 
detriment of the member bank or its subsidi-
ary; and 

(2) the following shall not be considered to 
be an affiliate: 

(A) any company, other than a bank, that 
is a subsidiary of a member bank, unless a 
determination is made under paragraph 
(1)(E) not to exclude such subsidiary com-
pany from the definition of affiliate; 

(B) any company engaged solely in holding 
the premises of the member bank; 

(C) any company engaged solely in con-
ducting a safe deposit business; 

(D) any company engaged solely in holding 
obligations of the United States or its agen-
cies or obligations fully guaranteed by the 
United States or its agencies as to principal 
and interest; and 

(E) any company where control results 
from the exercise of rights arising out of a 
bona fide debt previously contracted, but 
only for the period of time specifically au-
thorized under applicable State or Federal 
law or regulation or, in the absence of such 
law or regulation, for a period of two years 
from the date of the exercise of such rights 
or the effective date of this Act, whichever 
date is later, subject, upon application, to 
authorization by the Board for good cause 
shown of extensions of time for not more 
than one year at a time, but such extensions 
in the aggregate shall not exceed three 
years; 

(3)(A) a company or shareholder shall be 
deemed to have control over another company 
if— 

(i) such company or shareholder, directly 
or indirectly, or acting through one or more 
other persons owns, controls, or has power 
to vote 25 per centum or more of any class of 
voting securities of the other company; 
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(ii) such company or shareholder controls 
in any manner the election of a majority of 
the directors or trustees of the other com-
pany; or 

(iii) the Board determines, after notice and 
opportunity for hearing, that such company 
or shareholder, directly or indirectly, exer-
cises a controlling influence over the man-
agement or policies of the other company; 
and 

(B) notwithstanding any other provision of 
this section, no company shall be deemed to 
own or control another company by virtue of 
its ownership or control of shares in a fidu-
ciary capacity, except as provided in para-
graph (1)(C) of this subsection or if the com-
pany owning or controlling such shares is a 
business trust; 

(4) the term ‘‘subsidiary’’ with respect to a 
specified company means a company that is 
controlled by such specified company; 

(5) the term ‘‘bank’’ includes a State bank, 
national bank, banking association, and trust 
company; 

(6) the term ‘‘company’’ means a corpora-
tion, partnership, business trust, association, 
or similar organization and, unless specifically 
excluded, the term ‘‘company’’ includes a 
‘‘member bank’’ and a ‘‘bank’’; 

(7) the term ‘‘covered transaction’’ means 
with respect to an affiliate of a member 
bank— 

(A) a loan or extension of credit to the af-
filiate; 

(B) a purchase of or an investment in secu-
rities issued by the affiliate; 

(C) a purchase of assets, including assets 
subject to an agreement to repurchase, from 
the affiliate, except such purchase of real 
and personal property as may be specifically 
exempted by the Board by order or regula-
tion; 

(D) the acceptance of securities issued by 
the affiliate as collateral security for a loan 
or extension of credit to any person or com-
pany; or 

(E) the issuance of a guarantee, accept-
ance, or letter of credit, including an en-
dorsement or standby letter of credit, on be-
half of an affiliate; 

(8) the term ‘‘aggregate amount of covered 
transactions’’ means the amount of the cov-
ered transactions about to be engaged in added 
to the current amount of all outstanding cov-
ered transactions; 

(9) the term ‘‘securities’’ means stocks, 
bonds, debentures, notes, or other similar obli-
gations; and 

(10) the term ‘‘low-quality asset’’ means an 
asset that falls in any one or more of the fol-
lowing categories: 

(A) an asset classified as ‘‘substandard’’, 
‘‘doubtful’’, or ‘‘loss’’ or treated as ‘‘other 
loans especially mentioned’’ in the most re-
cent report of examination or inspection of 
an affiliate prepared by either a Federal or 
State supervisory agency; 

(B) an asset in a nonaccrual status; 
(C) an asset on which principal or interest 

payments are more than thirty days past 
due; or 

(D) an asset whose terms have been re-
negotiated or compromised due to the dete-
riorating financial condition of the obligor. 

(11) REBUTTABLE PRESUMPTION OF CONTROL OF 
PORTFOLIO COMPANIES.—In addition to para-
graph (3), a company or shareholder shall be 
presumed to control any other company if the 
company or shareholder, directly or indi-
rectly, or acting through 1 or more other per-
sons, owns or controls 15 percent or more of 
the equity capital of the other company pursu-
ant to subparagraph (H) or (I) of section 
1843(k)(4) of this title or rules adopted under 
section 122 of the Gramm-Leach-Bliley Act, if 
any, unless the company or shareholder pro-
vides information acceptable to the Board to 
rebut this presumption of control. 

(c) Collateral for certain transactions with affili-
ates 

(1) Each loan or extension of credit to, or 
guarantee, acceptance, or letter of credit issued 
on behalf of, an affiliate by a member bank or 
its subsidiary shall be secured at the time of the 
transaction by collateral having a market value 
equal to— 

(A) 100 per centum of the amount of such 
loan or extension of credit, guarantee, accept-
ance, or letter of credit, if the collateral is 
composed of— 

(i) obligations of the United States or its 
agencies; 

(ii) obligations fully guaranteed by the 
United States or its agencies as to principal 
and interest; 

(iii) notes, drafts, bills of exchange or 
bankers’ acceptances that are eligible for re-
discount or purchase by a Federal Reserve 
Bank; or 

(iv) a segregated, earmarked deposit ac-
count with the member bank; 

(B) 110 per centum of the amount of such 
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is 
composed of obligations of any State or politi-
cal subdivision of any State; 

(C) 120 per centum of the amount of such 
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is 
composed of other debt instruments, including 
receivables; or 

(D) 130 per centum of the amount of such 
loan or extension of credit, guarantee, accept-
ance, or letter of credit if the collateral is 
composed of stock, leases, or other real or per-
sonal property. 

(2) Any such collateral that is subsequently re-
tired or amortized shall be replaced by addi-
tional eligible collateral where needed to keep 
the percentage of the collateral value relative to 
the amount of the outstanding loan or extension 
of credit, guarantee, acceptance, or letter of 
credit equal to the minimum percentage re-
quired at the inception of the transaction. 

(3) A low-quality asset shall not be acceptable 
as collateral for a loan or extension of credit to, 
or guarantee, acceptance, or letter of credit is-
sued on behalf of, an affiliate. 

(4) The securities issued by an affiliate of the 
member bank shall not be acceptable as collat-
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eral for a loan or extension of credit to, or guar-
antee, acceptance, or letter of credit issued on 
behalf of, that affiliate or any other affiliate of 
the member bank. 

(5) The collateral requirements of this para-
graph shall not be applicable to an acceptance 
that is already fully secured either by attached 
documents or by other property having an ascer-
tainable market value that is involved in the 
transaction. 

(d) Exemptions 

The provisions of this section, except sub-
section (a)(4) of this section, shall not be appli-
cable to— 

(1) any transaction, subject to the prohibi-
tion contained in subsection (a)(3) of this sec-
tion, with a bank— 

(A) which controls 80 per centum or more 
of the voting shares of the member bank; 

(B) in which the member bank controls 80 
per centum or more of the voting shares; or 

(C) in which 80 per centum or more of the 
voting shares are controlled by the company 
that controls 80 per centum or more of the 
voting shares of the member bank; 

(2) making deposits in an affiliated bank or 
affiliated foreign bank in the ordinary course 
of correspondent business, subject to any re-
strictions that the Board may prescribe by 
regulation or order; 

(3) giving immediate credit to an affiliate 
for uncollected items received in the ordinary 
course of business; 

(4) making a loan or extension of credit to, 
or issuing a guarantee, acceptance, or letter of 
credit on behalf of, an affiliate that is fully se-
cured by— 

(A) obligations of the United States or its 
agencies; 

(B) obligations fully guaranteed by the 
United States or its agencies as to principal 
and interest; or 

(C) a segregated, earmarked deposit ac-
count with the member bank; 

(5) purchasing securities issued by any com-
pany of the kinds described in section 
1843(c)(1) of this title; 

(6) purchasing assets having a readily identi-
fiable and publicly available market quotation 
and purchased at that market quotation or, 
subject to the prohibition contained in sub-
section (a)(3) of this section, purchasing loans 
on a nonrecourse basis from affiliated banks; 
and 

(7) purchasing from an affiliate a loan or ex-
tension of credit that was originated by the 
member bank and sold to the affiliate subject 
to a repurchase agreement or with recourse. 

(e) Rules relating to banks with financial sub-
sidiaries 

(1) Financial subsidiary defined 

For purposes of this section and section 
371c–1 of this title, the term ‘‘financial sub-
sidiary’’ means any company that is a subsidi-
ary of a bank that would be a financial sub-
sidiary of a national bank under section 24a of 
this title. 

(2) Financial subsidiary treated as an affiliate 

For purposes of applying this section and 
section 371c–1 of this title, and notwithstand-

ing subsection (b)(2) of this section or section 
371c–1(d)(1) of this title, a financial subsidiary 
of a bank— 

(A) shall be deemed to be an affiliate of the 
bank; and 

(B) shall not be deemed to be a subsidiary 
of the bank. 

(3) Exceptions for transactions with financial 
subsidiaries 

(A) Exception from limit on covered trans-
actions with any individual financial sub-
sidiary 

Notwithstanding paragraph (2), the restric-
tion contained in subsection (a)(1)(A) of this 
section shall not apply with respect to cov-
ered transactions between a bank and any 
individual financial subsidiary of the bank. 

(B) Exception for earnings retained by finan-
cial subsidiaries 

Notwithstanding paragraph (2) or sub-
section (b)(7) of this section, a bank’s invest-
ment in a financial subsidiary of the bank 
shall not include retained earnings of the fi-
nancial subsidiary. 

(4) Anti-evasion provision 

For purposes of this section and section 
371c–1 of this title— 

(A) any purchase of, or investment in, the 
securities of a financial subsidiary of a bank 
by an affiliate of the bank shall be consid-
ered to be a purchase of or investment in 
such securities by the bank; and 

(B) any extension of credit by an affiliate 
of a bank to a financial subsidiary of the 
bank shall be considered to be an extension 
of credit by the bank to the financial sub-
sidiary if the Board determines that such 
treatment is necessary or appropriate to 
prevent evasions of this chapter and the 
Gramm-Leach-Bliley Act. 

(f) Rulemaking and additional exemptions 

(1) The Board may issue such further regula-
tions and orders, including definitions consist-
ent with this section, as may be necessary to ad-
minister and carry out the purposes of this sec-
tion and to prevent evasions thereof. 

(2) The Board may, at its discretion, by regu-
lation or order exempt transactions or relation-
ships from the requirements of this section if it 
finds such exemptions to be in the public inter-
est and consistent with the purposes of this sec-
tion. 

(3) RULEMAKING REQUIRED CONCERNING DERIVA-
TIVE TRANSACTIONS AND INTRADAY CREDIT.— 

(A) IN GENERAL.—Not later than 18 months 
after November 12, 1999, the Board shall adopt 
final rules under this section to address as 
covered transactions credit exposure arising 
out of derivative transactions between mem-
ber banks and their affiliates and intraday ex-
tensions of credit by member banks to their 
affiliates. 

(B) EFFECTIVE DATE.—The effective date of 
any final rule adopted by the Board pursuant 
to subparagraph (A) shall be delayed for such 
period as the Board deems necessary or appro-
priate to permit banks to conform their ac-
tivities to the requirements of the final rule 
without undue hardship. 
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(Dec. 23, 1913, ch. 6, § 23A, as added June 16, 1933, 
ch. 89, § 13, 48 Stat. 183; amended Aug. 23, 1935, 
ch. 614, title III, § 327, 49 Stat. 717; June 30, 1954, 
ch. 434, § 1, 68 Stat. 358; Pub. L. 86–230, § 1(b), 
Sept. 8, 1959, 73 Stat. 457; Pub. L. 89–485, §§ 12(a), 
13(h), July 1, 1966, 80 Stat. 241, 243; Pub. L. 97–320, 
title IV, § 410(b), Oct. 15, 1982, 96 Stat. 1515; Pub. 
L. 97–457, § 22, Jan. 12, 1983, 96 Stat. 2509; Pub. L. 
106–102, title I, § 121(b), Nov. 12, 1999, 113 Stat. 
1378; Pub. L. 111–203, title VI, §§ 608(a), 609(a), 
July 21, 2010, 124 Stat. 1608, 1611.) 

AMENDMENT OF SECTION 

Pub. L. 111–203, title VI, § 609, July 21, 2010, 

124 Stat. 1611, provided that, applicable with re-

spect to any covered transaction between a 

bank and a subsidiary of the bank, as those 

terms are defined in this section, that is entered 

into on or after July 21, 2010, and effective 1 

year after the transfer date, subsection (e) of 

this section is amended by striking paragraph 

(3) and redesignating paragraph (4) as (3). See 

Effective Date of 2010 Amendment note below. 
Pub. L. 111–203, title VI, § 608(a), (d), July 21, 

2010, 124 Stat. 1608, 1611, provided that, effec-

tive 1 year after the transfer date, this section 

is amended: 
(1) in subsection (b)— 
(A) in paragraph (1), by striking out subpar. 

(D) and adding a new subpar. (D) to read as 

follows: ‘‘any investment fund with respect to 

which a member bank or affiliate thereof is an 

investment adviser; and’’; and 
(B) in paragraph (7)— 
(i) in subparagraph (A), by inserting before 

the semicolon at the end the following: 

‘‘, including a purchase of assets subject to an 

agreement to repurchase’’; 

(ii) in subparagraph (C), by striking out 

‘‘, including assets subject to an agreement to 

repurchase,’’; 

(iii) in subparagraph (D), by inserting ‘‘or 

other debt obligations’’ after ‘‘acceptance of se-

curities’’ and striking out ‘‘or’’ at the end; and 

(iv) by adding at the end the following: 

‘‘(F) a transaction with an affiliate that in-

volves the borrowing or lending of securities, to 

the extent that the transaction causes a member 

bank or a subsidiary to have credit exposure to 

the affiliate; or 

‘‘(G) a derivative transaction, as defined in 

paragraph (3) of section 84(b) of this title, with 

an affiliate, to the extent that the transaction 

causes a member bank or a subsidiary to have 

credit exposure to the affiliate;’’; 

(2) in subsection (c)— 

(A) in paragraph (1)— 

(i) in the matter preceding subparagraph (A), 

by substituting ‘‘subsidiary, and any credit ex-

posure of a member bank or a subsidiary to an 

affiliate resulting from a securities borrowing or 

lending transaction, or a derivative transaction, 

shall be secured at all times’’ for ‘‘subsidiary’’ 

and all that follows through ‘‘time of the trans-

action’’; and 

(ii) in each of subparagraphs (A) to (D), by 

substituting ‘‘letter of credit, or credit expo-

sure’’ for ‘‘or letter of credit’’; 

(B) by striking paragraph (2) and redesignat-

ing paragraphs (3) to (5) as (2) to (4), respec-

tively; 

(C) in paragraph (2), as so redesignated, by 

inserting before the period at the end ‘‘, or 

credit exposure to an affiliate resulting from a 

securities borrowing or lending transaction, or 

derivative transaction’’; and 
(D) in paragraph (3), as so redesignated, by 

inserting ‘‘or other debt obligations’’ after ‘‘se-

curities’’ and substituting ‘‘guarantee, accept-

ance, or letter of credit issued on behalf of, or 

credit exposure from a securities borrowing or 

lending transaction, or derivative transaction 

to,’’ for ‘‘or guarantee’’ and all that follows 

through ‘‘behalf of,’’; 
(3) in subsection (d)(4), in the matter preced-

ing subparagraph (A), by substituting ‘‘issuing 

a guarantee, acceptance, or letter of credit on 

behalf of, or having credit exposure resulting 

from a securities borrowing or lending trans-

action, or derivative transaction to,’’ for ‘‘or is-

suing’’ and all that follows through ‘‘behalf 

of,’’; and 
(4) in subsection (f)— 
(A) in paragraph (2)— 
(i) by striking out ‘‘or order’’; 
(ii) by striking the Board [sic; probably means 

‘‘ ‘The Board’ ’’] and inserting the following: 

‘‘(A) In general.—The Board’’; 
(iii) by substituting ‘‘if— 
‘‘(i) the Board finds the exemption to be in the 

public interest and consistent with the purposes of 

this section, and notifies the Federal Deposit In-

surance Corporation of such finding; and 
‘‘(ii) before the end of the 60-day period begin-

ning on the date on which the Federal Deposit In-

surance Corporation receives notice of the finding 

under clause (i), the Federal Deposit Insurance 

Corporation does not object, in writing, to the 

finding, based on a determination that the exemp-

tion presents an unacceptable risk to the Deposit 

Insurance Fund.’’ 
for ‘‘if it finds’’ and all that follows through 

the end of the paragraph; and 
(iv) by adding at the end the following: 

‘‘(B) Additional exemptions.— 
‘‘(i) National banks.—The Comptroller of the 

Currency may, by order, exempt a transaction of 

a national bank from the requirements of this sec-

tion if— 
‘‘(I) the Board and the Office of the Comp-

troller of the Currency jointly find the exemp-

tion to be in the public interest and consistent 

with the purposes of this section and notify the 

Federal Deposit Insurance Corporation of such 

finding; and 
‘‘(II) before the end of the 60-day period be-

ginning on the date on which the Federal De-

posit Insurance Corporation receives notice of 

the finding under subclause (I), the Federal De-

posit Insurance Corporation does not object, in 

writing, to the finding, based on a determina-

tion that the exemption presents an unaccept-

able risk to the Deposit Insurance Fund. 

‘‘(ii) State banks.—The Federal Deposit Insur-

ance Corporation may, by order, exempt a trans-

action of a State nonmember bank, and the Board 

may, by order, exempt a transaction of a State 

member bank, from the requirements of this sec-

tion if— 
‘‘(I) the Board and the Federal Deposit Insur-

ance Corporation jointly find that the exemp-

tion is in the public interest and consistent with 

the purposes of this section; and 
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‘‘(II) the Federal Deposit Insurance Corpora-

tion finds that the exemption does not present 

an unacceptable risk to the Deposit Insurance 

Fund.’’; and 

(B) by adding at the end the following: 

‘‘(4) Amounts of covered transactions.—The 

Board may issue such regulations or interpretations 

as the Board determines are necessary or appro-

priate with respect to the manner in which a net-

ting agreement may be taken into account in deter-

mining the amount of a covered transaction between 

a member bank or a subsidiary and an affiliate, in-

cluding the extent to which netting agreements be-

tween a member bank or a subsidiary and an affili-

ate may be taken into account in determining 

whether a covered transaction is fully secured for 

purposes of subsection (d)(4). An interpretation 

under this paragraph with respect to a specific 

member bank, subsidiary, or affiliate shall be issued 

jointly with the appropriate Federal banking agen-

cy for such member bank, subsidiary, or affiliate.’’ 

See Effective Date of 2010 Amendment note 

below. 

REFERENCES IN TEXT 

The effective date of this Act, referred to in subsec. 
(b)(2)(E), probably means the effective date as provided 
by Pub. L. 97–320, which completely revised this sec-
tion. Section 410(c) of Pub. L. 97–320 set out as an Effec-
tive Date of 1982 Amendment note below, provided that 
this section shall apply to any transaction entered into 
after Oct. 15, 1982 with certain exceptions. 

The Gramm-Leach-Bliley Act, referred to in subsecs. 
(b)(11) and (e)(4)(B), is Pub. L. 106–102, Nov. 12, 1999, 113 
Stat. 1338. Section 122 of the Act is set out as a note 
under section 1843 of this title. For complete classifica-
tion of this Act to the Code, see Short Title of 1999 
Amendment note set out under section 1811 of this title 
and Tables. 

This chapter, referred to in subsec. (e)(4)(B), was in 
the original ‘‘this Act’’, meaning act Dec. 23, 1913, ch. 
6, 38 Stat. 251, as amended, known as the Federal Re-
serve Act. For complete classification of this act to the 
Code, see References in Text note set out under section 
226 of this title and Tables. 

AMENDMENTS 

1999—Subsec. (b)(11). Pub. L. 106–102, § 121(b)(2), added 
par. (11). 

Subsec. (e). Pub. L. 106–102, § 121(b)(1)(B), added sub-
sec. (e). Former subsec. (e) redesignated (f). 

Subsec. (f). Pub. L. 106–102, § 121(b)(1)(A), (3), redesig-
nated subsec. (e) as (f) and added par. (3). 

1983—Subsec. (d)(1). Pub. L. 97–457, § 22(1), substituted 
‘‘subject to the prohibition contained in subsection 
(a)(3) of this section’’ for ‘‘except for the purchase of a 
low-quality asset which is prohibited’’. 

Subsec. (d)(6). Pub. L. 97–457, § 22(2), inserted 
‘‘, subject to the prohibition contained in subsection 
(a)(3) of this section,’’ after ‘‘market quotation or’’. 

1982—Pub. L. 97–320 amended section generally by 
substituting provisions in lettered subsections relating 
to restrictions on transactions with affiliates, collat-
eral for such transactions, exemptions for certain 
transactions and rulemaking and additional exemp-
tions, for prior undesignated paragraphs which read as 
follows: 

‘‘No member bank shall (1) make any loan or any ex-
tension of credit to, or purchase securities under repur-
chase agreement from, any of its affiliates, or (2) invest 
any of its funds in the capital stock, bonds, debentures, 
or other such obligations of any such affiliate, or (3) ac-
cept the capital stock, bonds, debentures, or other such 
obligations of any such affiliate as collateral security 
for advances made to any person, partnership, associa-
tion, or corporation, if, in the case of any such affiliate, 

the aggregate amount of such loans, extensions of cred-
it, repurchase agreements, investments, and advances 
against such collateral security will exceed 10 per cen-
tum of the capital stock and surplus of such member 
bank, or if, in the case of all such affiliates, the aggre-
gate amount of such loans, extensions of credits, repur-
chase agreements, investments, and advances against 
such collateral security will exceed 20 per centum of 
the capital stock and surplus of such member bank. 

‘‘Within the foregoing limitations, each loan or ex-
tension of credit of any kind or character to an affiliate 
shall be secured by collateral in the form of stocks, 
bonds, debentures, or other such obligations having a 
market value at the time of making the loan or exten-
sion of credit of at least 20 per centum more than the 
amount of the loan or extension of credit, or of at least 
10 per centum more than the amount of the loan or ex-
tension of credit if it is secured by obligations of any 
State or of any political subdivision or agency thereof: 
Provided, That the provisions of this paragraph shall 
not apply to loans or extensions of credit secured by 
obligations of the United States Government, the Fed-
eral intermediate credit banks, the Federal land banks, 
or the Federal Home Loan Banks, or by such notes, 
drafts, bills of exchange, or bankers’ acceptances as are 
eligible for rediscount or for purchase by Federal Re-
serve Banks. A loan or extension of credit to a director, 
officer, clerk, or other employee, or any representative 
of any such affiliate, shall be deemed a loan to the af-
filiate to the extent that the proceeds of such loan are 
used for the benefit of or transferred to the affiliate. 

‘‘The provisions of this section shall not apply to any 
affiliate (1) engaged solely in holding the bank prem-
ises of the member bank with which it is affiliated; (2) 
engaged solely in conducting a safe-deposit business or 
the business of an agricultural credit corporation or 
livestock loan company; (3) in the capital stock of 
which a national banking association is authorized to 
invest pursuant to section 25 of this Act, as amended 
[12 U.S.C. 601 et seq.], or a subsidiary of such affiliate, 
all the stock of which (except qualifying shares of di-
rectors in an amount not to exceed 10 per centum) is 
owned by such affiliate; (4) organized under section 
25(a) of this Act, as amended [12 U.S.C. 611 et seq.], of 
this title, or a subsidiary of such affiliate, all the stock 
of which (except qualifying shares of directors in an 
amount not to exceed 10 per centum) is owned by such 
affiliate; (5) engaged solely in holding obligations of 
the United States or obligations fully guaranteed by 
the United States as to principal and interest, the Fed-
eral intermediate credit banks, the Federal land banks, 
the Federal Home Loan Banks; (6) where the affiliate 
relationship has arisen out of a bona fide debt con-
tracted prior to the date of the creation of such rela-
tionship; or (7) where the affiliate relationship exists 
by reason of the ownership or control of any voting 
shares thereof by a member bank as executor, adminis-
trator, trustee, receiver, agent, depositary, or in any 
other fiduciary capacity, except where such shares are 
held for the benefit of all or a majority of the stock-
holders of such member bank; but as to any such affili-
ate, member banks shall continue to be subject to 
other provisions of law applicable to loans by such 
banks and investments by such banks in stocks, bonds, 
debentures, or other such obligations. The provisions of 
this section shall likewise not apply to indebtedness of 
any affiliate for unpaid balances due a bank on assets 
purchased from such bank or to loans secured by, or ex-
tensions of credit against, obligations of the United 
States or obligations fully guaranteed by the United 
States as to principal and interest. 

‘‘For the purposes of this section, (1) the term ‘exten-
sion of credit’ and ‘extensions of credit’ shall be 
deemed to include (A) any purchase of securities, other 
assets or obligations under repurchase agreement, and 
(B) the discount of promissory notes, bills of exchange, 
conditional sales contracts, or similar paper, whether 
with or without recourse, except that the acquisition of 
such paper by a member bank from another bank, with-
out recourse, shall not be deemed to be a ‘discount’ by 
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such member bank for such other bank; and (2) non-
interest-bearing deposits to the credit of a bank shall 
not be deemed to be a loan or advance or extension of 
credit to the bank of deposit, nor shall the giving of im-
mediate credit to a bank upon uncollected items re-
ceived in the ordinary course of business be deemed to 
be a loan or advance or extension of credit to the depos-
iting bank. 

‘‘For the purposes of this section, the term ‘affiliate’ 
shall include, with respect to any member bank, any 
bank holding company of which such member bank is 
a subsidiary within the meaning of the Bank Holding 
Company Act of 1956, as amended [12 U.S.C. 1841 et 
seq.], and any other subsidiary of such company. 

‘‘The provisions of this section shall not apply to (1) 
stock, bonds, debentures, or other obligations of any 
company of the kinds described in section 4(c)(1) of the 
Bank Holding Company Act of 1956, as amended [12 
U.S.C. 1843(c)(1)]; (2) stock, bonds, debentures, or other 
obligations accepted as security for debts previously 
contracted, provided that such collateral shall not be 
held for a period of over two years; (3) shares which are 
of the kinds and amounts eligible for investment by na-
tional banks under the provisions of section 24 of this 
title; (4) any extension of credit by a member bank to 
a bank holding company of which such bank is a sub-
sidiary or to another subsidiary of such bank holding 
company, if made within one year after July 1, 1966, 
and pursuant to a contract lawfully entered into prior 
to January 1, 1966; or (5) any transaction by a member 
bank with another bank the deposits of which are in-
sured by the Federal Deposit Insurance Corporation, if 
more than 50 per centum of the voting stock of such 
other bank is owned by the member bank or held by 
trustees for the benefit of the shareholders of the mem-
ber bank.’’ 

1966—Pub. L. 89–485 added last three pars. and struck 
out from third par. introductory statement that term 
‘‘affiliate’’ shall include holding company affiliates as 
well as other affiliates, respectively. Such added pars. 
make ‘‘extension of credit’’ cover all purchases under 
repurchase agreements and the discount of promissory 
notes, bills of exchange, conditional sales contracts, or 
similar paper, whether with or without recourse, ex-
cluding therefrom such discounts by one bank for an-
other, if without recourse, exclude from being deemed 
a loan, advance, or extension of credit noninterest 
bearing deposits to the credit of a bank or the giving 
of immediate credit to a bank for uncollected items re-
ceived in the ordinary course of business, define term 
‘‘affiliate’’ (superseding one stricken from par. three), 
and exempt stocks, bonds, debentures, or other obliga-
tions of companies described in section 4(c)(1) of the 
Bank Holding Company Act of 1956, as amended; or ac-
cepted as security for debts previously contracted, 
shares of the kind and amounts eligible for investment 
by national banks under section 24 of this title, loans 
by a bank to its holding company or a fellow subsidiary 
if made within one year after July 1, 1966 and pursuant 
to a contract lawfully entered before Jan. 1, 1966, and 
transactions between a member bank and a majority- 
owned insured bank. 

1959—Pub. L. 86–230 struck out from second and third 
pars. references to Home Owners’ Loan Corporation 
after Federal Home Loan Banks. 

1954—Act June 30, 1954, amended third par. substitut-
ing ‘‘solely’’ for ‘‘on June 16, 1934’’ after ‘‘(1) engaged’’ 
and struck out ‘‘or in maintaining and operating prop-
erties acquired for banking purposes prior to such 
date’’ after ‘‘is affiliated’’. 

1935—Act Aug. 23, 1935, amended third par. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Pub. L. 111–203, title VI, § 608(d), July 21, 2010, 124 
Stat. 1611, provided that: ‘‘The amendments made by 
this section [amending this section and sections 371c–1 
and 1468 of this title] shall take effect 1 year after the 
transfer date.’’ 

[For definition of ‘‘transfer date’’ as used in section 
608(d) of Pub. L. 111–203, set out above, see section 5301 
of this title.] 

Pub. L. 111–203, title VI, § 609(b), (c), July 21, 2010, 124 
Stat. 1611, provided that: 

‘‘(b) PROSPECTIVE APPLICATION OF AMENDMENT.—The 
amendments made by this section [amending this sec-
tion] shall apply with respect to any covered trans-
action between a bank and a subsidiary of the bank, as 
those terms are defined in section 23A of the Federal 
Reserve Act (12 U.S.C. 371c), that is entered into on or 
after the date of enactment of this Act [July 21, 2010]. 

‘‘(c) EFFECTIVE DATE.—The amendments made by this 
section shall take effect 1 year after the transfer date.’’ 

[For definition of ‘‘transfer date’’ as used in section 
609(b), (c) of Pub. L. 111–203, set out above, see section 
5301 of this title.] 

EFFECTIVE DATE OF 1999 AMENDMENT 

Amendment by Pub. L. 106–102 effective 120 days after 
Nov. 12, 1999, see section 161 of Pub. L. 106–102, set out 
as a note under section 24 of this title. 

EFFECTIVE DATE OF 1982 AMENDMENT 

Section 410(c) of Pub. L. 97–320 provided that: ‘‘Sec-
tion 23A of the Federal Reserve Act, as amended by this 
section [this section], shall apply to any transaction 
entered into after the date of enactment of this Act 
[Oct. 15, 1982], except for transactions which are the 
subject of a binding written contract or commitment 
entered into on or before July 28, 1982, and except that 
any renewal of a participation in a loan outstanding on 
July 28, 1982, to a company that becomes an affiliate as 
a result of the enactment of this Act [see section 1 of 
Pub. L. 97–320, set out as a Short Title of 1982 Amend-
ments note under section 226 of this title], or any par-
ticipation in a loan to such an affiliate emanating from 
the renewal of a binding written contract or commit-
ment outstanding on July 28, 1982, shall not be subject 
to the collateral requirements of this Act.’’ 

§ 371c–1. Restrictions on transactions with affili-
ates 

(a) In general 

(1) Terms 

A member bank and its subsidiaries may en-
gage in any of the transactions described in 
paragraph (2) only— 

(A) on terms and under circumstances, in-
cluding credit standards, that are substan-
tially the same, or at least as favorable to 
such bank or its subsidiary, as those prevail-
ing at the time for comparable transactions 
with or involving other nonaffiliated compa-
nies, or 

(B) in the absence of comparable trans-
actions, on terms and under circumstances, 
including credit standards, that in good 
faith would be offered to, or would apply to, 
nonaffiliated companies. 

(2) Transactions covered 

Paragraph (1) applies to the following: 
(A) Any covered transaction with an affili-

ate. 
(B) The sale of securities or other assets to 

an affiliate, including assets subject to an 
agreement to repurchase. 

(C) The payment of money or the furnish-
ing of services to an affiliate under contract, 
lease, or otherwise. 

(D) Any transaction in which an affiliate 
acts as an agent or broker or receives a fee 
for its services to the bank or to any other 
person. 

(E) Any transaction or series of trans-
actions with a third party— 
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1 So in original. Probably should be ‘‘subsection’’. 

(i) if an affiliate has a financial interest 
in the third party, or 

(ii) if an affiliate is a participant in such 
transaction or series of transactions. 

(3) Transactions that benefit affiliate 

For the purpose of this subsection, any 
transaction by a member bank or its subsidi-
ary with any person shall be deemed to be a 
transaction with an affiliate of such bank if 
any of the proceeds of the transaction are used 
for the benefit of, or transferred to, such affili-
ate. 

(b) Prohibited transactions 

(1) In general 

A member bank or its subsidiary— 
(A) shall not purchase as fiduciary any se-

curities or other assets from any affiliate 
unless such purchase is permitted— 

(i) under the instrument creating the fi-
duciary relationship, 

(ii) by court order, or 
(iii) by law of the jurisdiction governing 

the fiduciary relationship; and 

(B) whether acting as principal or fidu-
ciary, shall not knowingly purchase or 
otherwise acquire, during the existence of 
any underwriting or selling syndicate, any 
security if a principal underwriter of that 
security is an affiliate of such bank. 

(2) Exception 

Subparagraph (B) of paragraph (1) shall not 
apply if the purchase or acquisition of such se-
curities has been approved, before such securi-
ties are initially offered for sale to the public, 
by a majority of the directors of the bank 
based on a determination that the purchase is 
a sound investment for the bank irrespective 
of the fact that an affiliate of the bank is a 
principal underwriter of the securities. 

(3) Definitions 

For the purpose of this subsection— 
(A) the term ‘‘security’’ has the meaning 

given to such term in section 78c(a)(10) of 
title 15; and 

(B) the term ‘‘principal underwriter’’ 
means any underwriter who, in connection 
with a primary distribution of securities— 

(i) is in privity of contract with the is-
suer or an affiliated person of the issuer; 

(ii) acting alone or in concert with one 
or more other persons, initiates or directs 
the formation of an underwriting syn-
dicate; or 

(iii) is allowed a rate of gross commis-
sion, spread, or other profit greater than 
the rate allowed another underwriter par-
ticipating in the distribution. 

(c) Advertising restriction 

A member bank or any subsidiary or affiliate 
of a member bank shall not publish any adver-
tisement or enter into any agreement stating or 
suggesting that the bank shall in any way be re-
sponsible for the obligations of its affiliates. 

(d) Definitions 

For the purpose of this section— 
(1) the term ‘‘affiliate’’ has the meaning 

given to such term in section 371c of this title 

(but does not include any company described 
in section 1 (b)(2) of such section or any bank); 

(2) the terms ‘‘bank’’, ‘‘subsidiary’’, ‘‘per-
son’’, and ‘‘security’’ (other than security as 
used in subsection (b) of this section) have the 
meanings given to such terms in section 371c 
of this title; and 

(3) the term ‘‘covered transaction’’ has the 
meaning given to such term in section 371c of 
this title (but does not include any trans-
action which is exempt from such definition 
under subsection (d) of such section). 

(e) Regulations 

The Board may prescribe regulations to ad-
minister and carry out the purposes of this sec-
tion, including— 

(1) regulations to further define terms used 
in this section; and 

(2) regulations to— 
(A) exempt transactions or relationships 

from the requirements of this section; and 
(B) exclude any subsidiary of a bank hold-

ing company from the definition of affiliate 
for purposes of this section, 

if the Board finds such exemptions or exclu-
sions are in the public interest and are con-
sistent with the purposes of this section. 

(Dec. 23, 1913, ch. 6, § 23B, as added Pub. L. 100–86, 
title I, § 102(a), Aug. 10, 1987, 101 Stat. 564; 
amended Pub. L. 106–102, title VII, § 738, Nov. 12, 
1999, 113 Stat. 1480; Pub. L. 111–203, title VI, 
§ 608(b), July 21, 2010, 124 Stat. 1610.) 

AMENDMENT OF SUBSECTION (e) 

Pub. L. 111–203, title VI, § 608(b), (d), July 21, 

2010, 124 Stat. 1610, 1611, provided that, effec-

tive 1 year after the transfer date, subsection (e) 

of this section is amended: 

(1) by striking out the undesignated matter 

following subparagraph (B); 

(2) by substituting 

‘‘(1) In general 

‘‘The Board’’ 

for ‘‘The Board’’; 

(3) by redesignating subparagraphs (A) and 

(B) as clauses (i) and (ii), respectively, and 

paragraphs (1) and (2) as subparagraphs (A) 

and (B), respectively, and adjusting margins ac-

cordingly; 

(4) in paragraph (1)(B), as so redesignated— 

(A) in the matter preceding clause (i), by in-

serting before ‘‘regulations’’ the following: 

‘‘subject to paragraph (2), if the Board finds 

that an exemption or exclusion is in the public 

interest and is consistent with the purposes of 

this section, and notifies the Federal Deposit 

Insurance Corporation of such finding,’’; and 

(B) in clause (ii), by substituting a period for 

the comma at the end; and 

(5) by adding at the end the following: 

(2) Exception 

The Board may grant an exemption or exclusion 

under this subsection only if, during the 60-day 

period beginning on the date of receipt of notice 

of the finding from the Board under paragraph 

(1)(B), the Federal Deposit Insurance Corporation 
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does not object, in writing, to such exemption or 

exclusion, based on a determination that the ex-

emption presents an unacceptable risk to the De-

posit Insurance Fund. 

See Effective Date of 2010 Amendment note 

below. 

AMENDMENTS 

1999—Subsec. (b)(2). Pub. L. 106–102 amended text of 
par. (2) generally. Prior to amendment, text read as fol-
lows: ‘‘Subparagraph (B) of paragraph (1) shall not 
apply if the purchase or acquisition of such securities 
has been approved, before such securities are initially 
offered for sale to the public, by a majority of the di-
rectors of the bank who are not officers or employees 
of the bank or any affiliate thereof.’’ 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–203 effective 1 year after 
the transfer date, see section 608(d) of Pub. L. 111–203, 
set out as a note under section 371c of this title. 

§ 371d. Investment in bank premises or stock of 
corporation holding premises 

(a) Conditions of investment 

No national bank or State member bank shall 
invest in bank premises, or in the stock, bonds, 
debentures, or other such obligations of any cor-
poration holding the premises of such bank, or 
make loans to or upon the security of any such 
corporation— 

(1) unless the bank receives the prior ap-
proval of the Comptroller of the Currency 
(with respect to a national bank) or the Board 
(with respect to a State member bank); 

(2) unless the aggregate of all such invest-
ments and loans, together with the amount of 
any indebtedness incurred by any such cor-
poration that is an affiliate of the bank, is less 
than or equal to the amount of the capital 
stock of such bank; or 

(3) unless— 
(A) the aggregate of all such investments 

and loans, together with the amount of any 
indebtedness incurred by any such corpora-
tion that is an affiliate of the bank, is less 
than or equal to 150 percent of the capital 
and surplus of the bank; and 

(B) the bank— 
(i) has a CAMEL composite rating of 1 or 

2 under the Uniform Financial Institutions 
Rating System (or an equivalent rating 
under a comparable rating system) as of 
the most recent examination of such bank; 

(ii) is well capitalized and will continue 
to be well capitalized after the investment 
or loan; and 

(iii) provides notification to the Comp-
troller of the Currency (with respect to a 
national bank) or to the Board (with re-
spect to a State member bank) not later 
than 30 days after making the investment 
or loan. 

(b) Definitions 

For purposes of this section— 
(1) the term ‘‘affiliate’’ has the same mean-

ing as in section 221a of this title; and 
(2) the term ‘‘well capitalized’’ has the same 

meaning as in section 1831o(b) of this title. 

(Dec. 23, 1913, ch. 6, § 24A, as added June 16, 1933, 
ch. 89, § 14, 48 Stat. 184; amended Aug. 23, 1935, 

ch. 614, title II, § 203(a), 49 Stat. 704; June 30, 1954, 
ch. 434, § 2, 68 Stat. 358; Pub. L. 104–208, div. A, 
title II, § 2206, Sept. 30, 1996, 110 Stat. 3009–405.) 

AMENDMENTS 

1996—Pub. L. 104–208 inserted section catchline and 
amended text generally. Prior to amendment, text read 
as follows: ‘‘No national bank, without the approval of 
the Comptroller of the Currency, and no State member 
bank, without the approval of the Board of Governors 
of the Federal Reserve System, shall (1) invest in bank 
premises, or in the stock, bonds, debentures, or other 
such obligations of any corporation holding the prem-
ises of such bank, or (2) make loans to or upon the se-
curity of the stock of any such corporation, if the ag-
gregate of all such investments and loans, together 
with the amount of any indebtedness incurred by any 
such corporation which is an affiliate of the bank, as 
defined in section 221a of this title, will exceed the 
amount of the capital stock of such bank.’’ 

1954—Act June 30, 1954, inserted ‘‘together with the 
amount of any indebtedness incurred by any such cor-
poration which is an affiliate of the bank, as defined in 
section 221a of this title’’. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed name of 
Federal Reserve Board to Board of Governors of the 
Federal Reserve System. 

EXCEPTION AS TO TRANSFER OF FUNCTIONS 

Functions vested by any provision of law in Comp-
troller of the Currency, referred to in this section, not 
included in transfer of functions to Secretary of the 
Treasury, see note set out under section 1 of this title. 

§ 372. Bankers’ acceptances 

(a) Institutions; drafts and bills of exchange; 
types 

Any member bank and any Federal or State 
branch or agency of a foreign bank subject to re-
serve requirements under section 3105 of this 
title (hereinafter in this section referred to as 
‘‘institutions’’), may accept drafts or bills of ex-
change drawn upon it having not more than six 
months’ sight to run, exclusive of days of 
grace— 

(i) which grow out of transactions involving 
the importation or exportation of goods; 

(ii) which grow out of transactions involving 
the domestic shipment of goods; or 

(iii) which are secured at the time of accept-
ance by a warehouse receipt or other such doc-
ument conveying or securing title covering 
readily marketable staples. 

(b) Ratio limit of bills to unimpaired capital 
stock and surplus 

Except as provided in subsection (c) of this 
section, no institution shall accept such bills, or 
be obligated for a participation share in such 
bills, in an amount equal at any time in the ag-
gregate to more than 150 per centum of its paid 
up and unimpaired capital stock and surplus or, 
in the case of a United States branch or agency 
of a foreign bank, its dollar equivalent as deter-
mined by the Board under subsection (h) of this 
section. 

(c) Authorization for special ratio limit; foreign 
banks 

The Board, under such conditions as it may 
prescribe, may authorize, by regulation or order, 
any institution to accept such bills, or be obli-
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gated for a participation share in such bills, in 
an amount not exceeding at any time in the ag-
gregate 200 per centum of its paid up and unim-
paired capital stock and surplus or, in the case 
of a United States branch or agency of a foreign 
bank, its dollar equivalent as determined by the 
Board under subsection (h) of this section. 

(d) Ratio limit for domestic transactions 

Notwithstanding subsections (b) and (c) of this 
section, with respect to any institution, the ag-
gregate acceptances, including obligations for a 
participation share in such acceptances, growing 
out of domestic transactions shall not exceed 50 
per centum of the aggregate of all acceptances, 
including obligations for a participation share 
in such acceptances, authorized for such institu-
tion under this section. 

(e) Ratio limit for single entity; foreign banks; 
security 

No institution shall accept bills, or be obli-
gated for a participation share in such bills, 
whether in a foreign or domestic transaction, 
for any one person, partnership, corporation, as-
sociation or other entity in an amount equal at 
any time in the aggregate to more than 10 per 
centum of its paid up and unimpaired capital 
stock and surplus, or, in the case of a United 
States branch or agency of a foreign bank, its 
dollar equivalent as determined by the Board 
under subsection (h) of this section, unless the 
institution is secured either by attached docu-
ments or by some other actual security growing 
out of the same transaction as the acceptance. 

(f) Exception for participation agreements 

With respect to an institution which issues an 
acceptance, the limitations contained in this 
section shall not apply to that portion of an ac-
ceptance which is issued by such institution and 
which is covered by a participation agreement 
sold to another institution. 

(g) Definitions by Board 

In order to carry out the purposes of this sec-
tion, the Board may define any of the terms 
used in this section, and, with respect to institu-
tions which do not have capital or capital stock, 
the Board shall define an equivalent measure to 
which the limitations contained in this section 
shall apply. 

(h) Dollar equivalent of foreign bank paid-up 
capital stock and surplus 

Any limitation or restriction in this section 
based on paid-up and unimpaired capital stock 
and surplus of an institution shall be deemed to 
refer, with respect to a United States branch or 
agency of a foreign bank, to the dollar equiva-
lent of the paid-up capital stock and surplus of 
the foreign bank, as determined by the Board, 
and if the foreign bank has more than one 
United States branch or agency, the business 
transacted by all such branches and agencies 
shall be aggregated in determining compliance 
with the limitation or restriction. 

(Dec. 23, 1913, ch. 6, § 13 (par.), 38 Stat. 264; Mar. 
3, 1915, ch. 93, 38 Stat. 958; Sept. 7, 1916, ch. 461, 
39 Stat. 752; June 21, 1917, ch. 32, § 5, 40 Stat. 235; 
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704; 
Pub. L. 97–290, title II, § 207, Oct. 8, 1982, 96 Stat. 
1239.) 

REFERENCES IN TEXT 

Section 3105 of this title, referred to in subsec. (a), 
was in the original a reference to section 7 of the Inter-
national Banking Act of 1978, Pub. L. 95–369, Sept. 17, 
1978, 92 Stat. 620, which enacted sections 347d and 3105 
of this title. 

CODIFICATION 

Section is comprised of the seventh par. of section 13 
of act Dec. 23, 1913, as amended. The seventh par. con-
stituted the fifth par. of section 13 in 1916 (39 Stat. 752), 
became the sixth par. in 1923 (42 Stat. 1478), and became 
the seventh par. in 1932 (47 Stat. 715). For further de-
tails, see Codification notes under sections 343 and 344 
of this title. For classification to this title of other 
pars. of section 13, see Codification note set out under 
section 342 of this title. 

The seventh par. of section 13 of the Federal Reserve 
Act [this section] as amended in 1982 by Pub. L. 97–290 
contained lettered subpars. (A) through (H). For pur-
poses of codification those lettered subpars. (A) 
through (H) have been translated as subsecs. (a) 
through (h), ‘‘paragraph’’ has been translated as ‘‘sec-
tion’’, and ‘‘subparagraph’’ has been translated as ‘‘sub-
section’’. 

AMENDMENTS 

1982—Subsec. (a). Pub. L. 97–290 designated first sen-
tence of existing provisions as subsec. (a), inserted ref-
erence to foreign banks and their subdivisions, further 
designated the specifications for drafts or bills as cl. 
(i)–(iii), and in cl. (ii) as so designated, struck out re-
quirement that shipping documents conveying or secur-
ing title be attached at acceptance. 

Subsec. (b). Pub. L. 97–290 designated second inde-
pendent clause of second sentence of existing provi-
sions as subsec. (b), substituted ‘‘no institution shall 
accept such bills, or be obligated for a participation 
share in such bills, in an amount equal at any time in 
the aggregate to more than 150 per centum of its paid 
up and unimpaired capital stock and surplus’’ for ‘‘no 
bank shall accept such bills to an amount equal at any 
time in the aggregate to more than one-half of its paid- 
up and unimpaired capital stock and surplus’’ and in-
serted provisions relating to a United States branch or 
agency of a foreign bank. 

Subsec. (c). Pub. L. 97–290 designated first proviso of 
second sentence of existing provisions as subsec. (c), 
struck out provision applying the subsec. to all banks 
regardless of capital stock or surplus, substituted a 
limit of 200 per centum for 100 per centum, and inserted 
provisions relating to a United States branch or agency 
of a foreign bank. 

Subsec. (d). Pub. L. 97–290 designated second proviso 
of second sentence of existing provisions as subsec. (d), 
substituted ‘‘Notwithstanding subsections (b) and (c) of 
this section, with respect to any institution, the aggre-
gate acceptances, including obligations for a participa-
tion share in such acceptances, growing out of domestic 
transactions shall not exceed 50 per centum of the ag-
gregate of all acceptances, including obligations for a 
participation share in such acceptances, authorized for 
such institution under this section.’’ for ‘‘Provided fur-

ther, That the aggregate of acceptances growing out of 
domestic transactions shall in no event exceed 50 per 
centum of such capital stock and surplus.’’ 

Subsec. (e). Pub. L. 97–290 designated first independ-
ent clause of second sentence of existing provisions as 
subsec. (e), substituted ‘‘institution’’ for ‘‘member 
bank’’ and ‘‘bank’’ and ‘‘accept bills, or be obligated for 
a participation share in such bills, whether in a foreign 
or domestic transaction, for any one person, partner-
ship, corporation, association or other entity in an 
amount’’ for ‘‘accept, whether in a foreign or domestic 
transaction, for any one person, company, firm, or cor-
poration to an amount’’, and inserted provisions relat-
ing to a United States branch or agency of a foreign 
bank. 

Subsecs. (f) to (h). Pub. L. 97–290 added subsecs. (f) to 
(h). 
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1 So in original. Probably should be followed by ‘‘in’’. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed name of 
Federal Reserve Board to Board of Governors of the 
Federal Reserve System. 

§ 373. Acceptance of drafts or bills drawn by 
banks in foreign countries or dependencies 
of United States for purpose of dollar ex-
change 

Any member bank may accept drafts or bills 
of exchange drawn upon it having not more than 
three months’ sight to run, exclusive of days of 
grace, drawn under regulations to be prescribed 
by the Board of Governors of the Federal Re-
serve System by banks or bankers in foreign 
countries or dependencies or insular possessions 
of the United States for the purpose of furnish-
ing dollar exchange as required by the usages of 
trade in the respective countries, dependencies, 
or insular possessions. Such drafts or bills may 
be acquired by Federal reserve banks in such 
amounts and subject to such regulations, re-
strictions, and limitations as may be prescribed 
by the Board of Governors of the Federal Re-
serve System: Provided, however, That no mem-
ber bank shall accept such drafts or bills of ex-
change referred to 1 this paragraph for any one 
bank to an amount exceeding in the aggregate 
ten per centum of the paid-up and unimpaired 
capital and surplus of the accepting bank unless 
the draft or bill of exchange is accompanied by 
documents conveying or securing title or by 
some other adequate security: Provided further, 
That no member bank shall accept such drafts 
or bills in an amount exceeding at any time the 
aggregate of one-half of its paid-up and unim-
paired capital and surplus. 

(Dec. 23, 1913, ch. 6, § 13 (par.), as added Sept. 7, 
1916, ch. 461, 39 Stat. 754; amended Aug. 23, 1935, 
ch. 614, § 203(a), 49 Stat. 704.) 

CODIFICATION 

Section is based on the twelfth par. of section 13 of 
act Dec. 23, 1913, as amended. The twelfth par. con-
stituted the tenth par. of section 13 in 1916 (39 Stat. 
754), became the eleventh par. in 1923 (42 Stat. 1478), and 
became the twelfth par. in 1932 (47 Stat. 715). For fur-
ther details, see Codification notes under sections 342 
to 344 of this title. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed the name 
of the Federal Reserve Board to Board of Governors of 
the Federal Reserve System. 

§ 374. Acting as agent for nonmember bank in 
getting discounts from reserve bank 

No member bank shall act as the medium or 
agent of a nonmember bank in applying for or 
receiving discounts from a Federal reserve bank 
under the provisions of this chapter, except by 
permission of the Board of Governors of the Fed-
eral Reserve System. 

(Dec. 23, 1913, ch. 6, § 19(e), formerly § 19 (par. 8), 
38 Stat. 270; June 21, 1917, ch. 32, § 10, 40 Stat. 239; 
Aug. 23, 1935, ch. 614, title II, § 203(a), 49 Stat. 704; 
renumbered § 19(e), Pub. L. 89–597, § 2(b), Sept. 21, 
1966, 80 Stat. 824.) 

REFERENCES IN TEXT 

This chapter, referred to in text, was in the original 
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251, 
as amended, known as the Federal Reserve Act. For 
complete classification of this Act to the Code, see Ref-
erences in Text note set out under section 226 of this 
title and Tables. 

CODIFICATION 

Section is comprised of part of subsec. (e), formerly 
eighth par., of section 19 of act Dec. 23, 1913, as redesig-
nated by Pub. L. 89–597. Remainder of subsec. (e) of 
such section 19 is classified to section 463 of this title. 

CHANGE OF NAME 

Section 203(a) of act Aug. 23, 1935, changed name of 
Federal Reserve Board to Board of Governors of the 
Federal Reserve System. 

§ 374a. Acting as agent for nonbanking borrower 
in making loans on securities to dealers in 
stocks, bonds, etc.; penalties 

No member bank shall act as the medium or 
agent of any nonbanking corporation, partner-
ship, association, business trust, or individual in 
making loans on the security of stocks, bonds, 
and other investment securities to brokers or 
dealers in stocks, bonds, and other investment 
securities. Every violation of this provision by 
any member bank shall be punishable by a fine 
of not more than $100 per day during the con-
tinuance of such violation; and such fine may be 
collected, by suit or otherwise, by the Federal 
reserve bank of the district in which such mem-
ber bank is located. 

(Dec. 23, 1913, ch. 6, § 19(d), formerly § 19 (par. 7), 
as added June 16, 1933, ch. 89, § 11(a), 48 Stat. 181; 
renumbered § 19(d), Pub. L. 89–597, § 2(b), Sept. 21, 
1966, 80 Stat. 824.) 

CODIFICATION 

Section is comprised of subsec. (d), formerly seventh 
par., of section 19 of act Dec. 23, 1913, as redesignated 
by Pub. L. 89–597. 

§ 375. [Reserved] 

(Dec. 23, 1913, ch. 6, § 22(d), as added Sept. 26, 
1918, ch. 177, § 5, 40 Stat. 971; amended Aug. 23, 
1935, ch. 614, title II, § 203(a), 49 Stat. 704; Pub. L. 
111–203, title VI, § 615(b), July 21, 2010, 124 Stat. 
1615.) 

AMENDMENTS 

2010—Pub. L. 111–203 substituted ‘‘[Reserved]’’ for 
text, which related to purchases from directors and 
sales to directors. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Pub. L. 111–203, title VI, § 615(c), July 21, 2010, 124 
Stat. 1615, provided that: ‘‘The amendments made by 
this section [amending this section and section 1828 of 
this title] shall take effect on the transfer date.’’ 

[For definition of ‘‘transfer date’’ as used in section 
615(c) of Pub. L. 111–203, set out above, see section 5301 
of this title.] 

§ 375a. Loans to executive officers of banks 

(1) General prohibition; authorization for exten-
sion of credit; conditions for credit 

Except as authorized under this section, no 
member bank may extend credit in any manner 
to any of its own executive officers. No execu-
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tive officer of any member bank may become in-
debted to that member bank except by means of 
an extension of credit which the bank is author-
ized to make under this section. Any extension 
of credit under this section shall be promptly re-
ported to the board of directors of the bank, and 
may be made only if— 

(A) the bank would be authorized to make it 
to borrowers other than its officers; 

(B) it is on terms not more favorable than 
those afforded other borrowers; 

(C) the officer has submitted a detailed cur-
rent financial statement; and 

(D) it is on condition that it shall become 
due and payable on demand of the bank at any 
time when the officer is indebted to any other 
bank or banks on account of extensions of 
credit of any one of the three categories re-
spectively referred to in paragraphs (2), (3), 
and (4) in an aggregate amount greater than 
the amount of credit of the same category 
that could be extended to him by the bank of 
which he is an officer. 

(2) Mortgage loans 

A member bank may make a loan to any exec-
utive officer of the bank if, at the time the loan 
is made— 

(A) it is secured by a first lien on a dwelling 
which is expected, after the making of the 
loan, to be owned by the officer and used by 
him as his residence, and 

(B) no other loan by the bank to the officer 
under authority of this paragraph is outstand-
ing. 

(3) Educational loans 

A member bank may make extensions of cred-
it to any executive officer of the bank to finance 
the education of the children of the officer. 

(4) General limitation on amount of credit 

A member bank may make extensions of cred-
it not otherwise specifically authorized under 
this section to any executive officer of the bank, 
in an amount prescribed in a regulation of the 
member bank’s appropriate Federal banking 
agency. 

(5) Partnership loans 

Except to the extent permitted under para-
graph (4), a member bank may not extend credit 
to a partnership in which one or more of its ex-
ecutive officers are partners having either indi-
vidually or together a majority interest. For the 
purposes of paragraph (4), the full amount of any 
credit so extended shall be considered to have 
been extended to each officer of the bank who is 
a member of the partnership. 

(6) Endorsement or guarantee of loans or assets; 
protective indebtedness 

This section does not prohibit any executive 
officer of a member bank from endorsing or 
guaranteeing for the protection of the bank any 
loan or other asset previously acquired by the 
bank in good faith or from incurring any indebt-
edness to the bank for the purpose of protecting 
the bank against loss or giving financial assist-
ance to it. 

(7) Continuation of violation 

Each day that any extension of credit in viola-
tion of this section exists is a continuation of 

the violation for the purposes of section 1818 of 
this title. 

(8) Rules and regulations; definitions 

The Board of Governors of the Federal Reserve 
System may prescribe such rules and regula-
tions, including definitions of terms, as it deems 
necessary to effectuate the purposes and to pre-
vent evasions of this section. 

(Dec. 23, 1913, ch. 6, § 22(g), as added June 16, 1933, 
ch. 89, § 12, 48 Stat. 182; amended June 14, 1935, 
ch. 245, 49 Stat. 375; Aug. 23, 1935, ch. 614, title 
III, § 326(c), 49 Stat. 716; Apr. 25, 1938, ch. 173, 52 
Stat. 223; June 20, 1939, ch. 214, § 1, 53 Stat. 842; 
Pub. L. 90–44, § 1, July 3, 1967, 81 Stat. 109; Pub. 
L. 95–630, title I, § 110, Nov. 10, 1978, 92 Stat. 3665; 
Pub. L. 97–320, title IV, § 421, Oct. 15, 1982, 96 
Stat. 1522; Pub. L. 103–325, title III, § 334(a), Sept. 
23, 1994, 108 Stat. 2233; Pub. L. 109–351, title VI, 
§ 601(a), Oct. 13, 2006, 120 Stat. 1978.) 

CODIFICATION 

Proviso which permitted renewal or extension of 
loans made to executive officers prior to June 16, 1933, 
for periods expiring not more than five years from June 
16, 1939, was omitted as obsolete. 

AMENDMENTS 

2006—Pars. (6) to (10). Pub. L. 109–351 redesignated 
pars. (7), (8), and (10) as (6), (7), and (8), respectively, 
and struck out former pars. (6) and (9) which related to 
report of date and amount of credit extensions, secu-
rity, and uses of proceeds upon excessive extension of 
credit and report of loan activity since previous report 
of condition, respectively. 

1994—Par. (2). Pub. L. 103–325 in introductory provi-
sions substituted ‘‘A member’’ for ‘‘With the specific 
prior approval of its board of directors, a member’’. 

1982—Par. (2). Pub. L. 97–320, § 421(a), struck out ‘‘not 
exceeding $60,000’’ after ‘‘may make a loan’’. 

Par. (3). Pub. L. 97–320, § 421(a), struck out ‘‘, not ex-
ceeding the aggregate amount of $20,000 outstanding at 
any one time,’’ after ‘‘officer of the bank’’. 

Par. (4). Pub. L. 97–320, § 421(b), substituted ‘‘in an 
amount prescribed in a regulation of the member 
bank’s appropriate Federal banking agency’’ for ‘‘not 
exceeding the aggregate amount of $10,000 outstanding 
at any one time’’. 

1978—Par. (2). Pub. L. 95–630 substituted ‘‘$60,000’’ for 
‘‘$30,000’’. 

Par. (3). Pub. L. 95–630 substituted ‘‘$20,000’’ for 
‘‘$10,000’’. 

Par. (4). Pub. L. 95–630 substituted ‘‘$10,000’’ for 
‘‘$5,000’’. 

1967—Par. (1). Pub. L. 90–44 rewrote in first sentence 
of provisions designated as par. (1) the prohibition of 
former first sentence against any executive officer bor-
rowing or otherwise becoming indebted to a member 
bank of which he is an officer and against any member 
bank making any loan or extending credit in any other 
manner to any of its own executive officers, authorized 
member banks to extend credit to such executive offi-
cers and to report such extensions to the board of direc-
tors, and provided in subpars. (A) to (D) conditions for 
such extension of credit. 

Pars. (2), (3). Pub. L. 90–44 inserted provisions, des-
ignated as pars. (2) and (3), for mortgage loans and edu-
cational loans, respectively. 

Par. (4). Pub. L. 90–44 incorporated proviso of first 
sentence in provisions designated as par. (4), increased 
amount of available credit from $2,500 to $5,000, and 
struck out requirement of prior approval of credit by 
majority of entire board of directors. 

Par. (5). Pub. L. 90–44 substituted provisions, des-
ignated as par. (5), for extension of credit to partner-
ships for former provisions of third sentence that ‘‘Bor-
rowing by, or loaning to, a partnership in which one or 
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more executive officers of a member bank are partners 
having either individually or together a majority inter-
est in said partnership, shall be considered within the 
prohibition of this section’’. 

Par. (6). Pub. L. 90–44 incorporated reporting require-
ment of second sentence in provisions designated as 
par. (6) but limited it to extensions of credit from other 
banks to the executive officers as exceeded amounts 
available to such officers from their member banks 
under pars. (2) to (4) of this section. 

Par. (7). Pub. L. 90–44 designated provisions of fourth 
sentence as par. (7). 

Par. (8). Pub. L. 90–44 designated proviso of sixth sen-
tence as par. (8) and identified the violation as one for 
purposes of section 1818 of this title. 

Par. (9). Pub. L. 90–44 added requirement, designated 
as par. (9), that member banks report all loans made 
under authority of this section since previous report of 
condition. 

Par. (10). Pub. L. 90–44 designated provisions of fifth 
sentence as par. (10) and substituted general authoriza-
tion for definition of terms for former specific author-
ization for definition of ‘‘executive officer’’ and for de-
termination what shall be deemed to be a borrowing, 
indebtedness, loan, or extension of credit. 

Pub. L. 90–44 struck out former sixth sentence, less 
proviso, which provided for removal from office in man-
ner prescribed in former section 77 of this title of any 
executive officer of member bank accepting a loan or 
extension of credit in violation of this section. 

1939—Act June 20, 1939, substituted ‘‘June 16, 1939,’’ 
for ‘‘from such date’’, in first sentence. 

1938—Par. (1). Act Apr. 25, 1938, substituted ‘‘six’’ for 
‘‘five’’ in first sentence. 

1935—Act Aug. 23, 1935, added last two provisos. 
Act June 14, 1935, struck out a proviso and inserted in 

lieu thereof first proviso. 

EFFECTIVE DATE OF 1978 AMENDMENT 

Amendment effective upon expiration of 120 days 
after Nov. 10, 1978, see sec. 2101 of Pub. L. 95–630 set out 
as an Effective Date note under section 375b of this 
title. 

§ 375b. Extensions of credit to executive officers, 
directors, and principal shareholders of 
member banks 

(1) In general 

No member bank may extend credit to any of 
its executive officers, directors, or principal 
shareholders, or to any related interest of such 
a person, except to the extent permitted under 
paragraphs (2), (3), (4), (5), and (6). 

(2) Preferential terms prohibited 

(A) In general 

A member bank may extend credit to its ex-
ecutive officers, directors, or principal share-
holders, or to any related interest of such a 
person, only if the extension of credit— 

(i) is made on substantially the same 
terms, including interest rates and collat-
eral, as those prevailing at the time for com-
parable transactions by the bank with per-
sons who are not executive officers, direc-
tors, principal shareholders, or employees of 
the bank; 

(ii) does not involve more than the normal 
risk of repayment or present other unfavor-
able features; and 

(iii) the bank follows credit underwriting 
procedures that are not less stringent than 
those applicable to comparable transactions 
by the bank with persons who are not execu-
tive officers, directors, principal sharehold-
ers, or employees of the bank. 

(B) Exception 

Nothing in this paragraph shall prohibit any 
extension of credit made pursuant to a benefit 
or compensation program— 

(i) that is widely available to employees of 
the member bank; and 

(ii) that does not give preference to any of-
ficer, director, or principal shareholder of 
the member bank, or to any related interest 
of such person, over other employees of the 
member bank. 

(3) Prior approval required 

A member bank may extend credit to a person 
described in paragraph (1) in an amount that, 
when aggregated with the amount of all other 
outstanding extensions of credit by that bank to 
each such person and that person’s related inter-
ests, would exceed an amount prescribed by reg-
ulation of the appropriate Federal banking 
agency (as defined in section 1813 of this title) 
only if— 

(A) the extension of credit has been approved 
in advance by a majority vote of that bank’s 
entire board of directors; and 

(B) the interested party has abstained from 
participating, directly or indirectly, in the de-
liberations or voting on the extension of cred-
it. 

(4) Aggregate limit on extensions of credit to any 
executive officer, director, or principal 
shareholder 

A member bank may extend credit to any ex-
ecutive officer, director, or principal share-
holder, or to any related interest of such a per-
son, only if the extension of credit is in an 
amount that, when aggregated with the amount 
of all outstanding extensions of credit by that 
bank to that person and that person’s related in-
terests, would not exceed the limits on loans to 
a single borrower established by section 84 of 
this title. For purposes of this paragraph, sec-
tion 84 of this title shall be deemed to apply to 
a State member bank as if the State member 
bank were a national banking association. 

(5) Aggregate limit on extensions of credit to all 
executive officers, directors, and principal 
shareholders 

(A) In general 

A member bank may extend credit to any 
executive officer, director, or principal share-
holder, or to any related interest of such a per-
son, if the extension of credit is in an amount 
that, when aggregated with the amount of all 
outstanding extensions of credit by that bank 
to its executive officers, directors, principal 
shareholders, and those persons’ related inter-
ests would not exceed the bank’s unimpaired 
capital and unimpaired surplus. 

(B) More stringent limit authorized 

The Board may, by regulation, prescribe a 
limit that is more stringent than that con-
tained in subparagraph (A). 

(C) Board may make exceptions for certain 
banks 

The Board may, by regulation, make excep-
tions to subparagraph (A) for member banks 
with less than $100,000,000 in deposits if the 
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Board determines that the exceptions are im-
portant to avoid constricting the availability 
of credit in small communities or to attract 
directors to such banks. In no case may the 
aggregate amount of all outstanding exten-
sions of credit to a bank’s executive officers, 
directors, principal shareholders, and those 
persons’ related interests be more than 2 times 
the bank’s unimpaired capital and unimpaired 
surplus. 

(6) Overdrafts by executive officers and directors 
prohibited 

(A) In general 

If any executive officer or director has an 
account at the member bank, the bank may 
not pay on behalf of that person an amount ex-
ceeding the funds on deposit in the account. 

(B) Exceptions 

Subparagraph (A) does not prohibit a mem-
ber bank from paying funds in accordance 
with— 

(i) a written preauthorized, interest-bear-
ing extension of credit specifying a method 
of repayment; or 

(ii) a written preauthorized transfer of 
funds from another account of the executive 
officer or director at that bank. 

(7) Prohibition on knowingly receiving unau-
thorized extension of credit 

No executive officer, director, or principal 
shareholder shall knowingly receive (or know-
ingly permit any of that person’s related inter-
ests to receive) from a member bank, directly or 
indirectly, any extension of credit not author-
ized under this section. 

(8) Executive officer, director, or principal share-
holder of certain affiliates treated as execu-
tive officer, director, or principal share-
holder of member bank 

(A) In general 

For purposes of this section, any executive 
officer, director, or principal shareholder (as 
the case may be) of any company of which the 
member bank is a subsidiary, or of any other 
subsidiary of that company, shall be deemed 
to be an executive officer, director, or prin-
cipal shareholder (as the case may be) of the 
member bank. 

(B) Exception 

The Board may, by regulation, make excep-
tions to subparagraph (A) for any executive of-
ficer or director of a subsidiary of a company 
that controls the member bank if— 

(i) the executive officer or director does 
not have authority to participate, and does 
not participate, in major policymaking func-
tions of the member bank; and 

(ii) the assets of such subsidiary do not ex-
ceed 10 percent of the consolidated assets of 
a company that controls the member bank 
and such subsidiary (and is not controlled by 
any other company). 

(9) Definitions 

For purposes of this section: 

(A) Company 

(i) In general 

Except as provided in clause (ii), the term 
‘‘company’’ means any corporation, partner-

ship, business or other trust, association, 
joint venture, pool syndicate, sole propri-
etorship, unincorporated organization, or 
other business entity. 

(ii) Exceptions 

The term ‘‘company’’ does not include— 
(I) an insured depository institution (as 

defined in section 1813 of this title); or 
(II) a corporation the majority of the 

shares of which are owned by the United 
States or by any State. 

(B) Control 

A person controls a company or bank if that 
person, directly or indirectly, or acting 
through or in concert with 1 or more persons— 

(i) owns, controls, or has the power to vote 
25 percent or more of any class of the compa-
ny’s voting securities; 

(ii) controls in any manner the election of 
a majority of the company’s directors; or 

(iii) has the power to exercise a controlling 
influence over the company’s management 
or policies. 

(C) Executive officer 

A person is an ‘‘executive officer’’ of a com-
pany or bank if that person participates or has 
authority to participate (other than as a di-
rector) in major policymaking functions of the 
company or bank. 

(D) Extension of credit 

(i) In general 

A member bank extends credit by making 
or renewing any loan, granting a line of 
credit, or entering into any similar trans-
action as a result of which a person becomes 
obligated (directly or indirectly, or by any 
means whatsoever) to pay money or its 
equivalent to the bank. 

(ii) Exceptions 

The Board may, by regulation, make ex-
ceptions to clause (i) for transactions that 
the Board determines pose minimal risk. 

(E) Member bank 

The term ‘‘member bank’’ includes any sub-
sidiary of a member bank. 

(F) Principal shareholder 

The term ‘‘principal shareholder’’— 
(i) means any person that directly or indi-

rectly, or acting through or in concert with 
one or more persons, owns, controls, or has 
the power to vote more than 10 percent of 
any class of voting securities of a member 
bank or company; and 

(ii) does not include a company of which a 
member bank is a subsidiary. 

(G) Related interest 

A ‘‘related interest’’ of a person is— 
(i) any company controlled by that person; 

and 
(ii) any political or campaign committee 

that is controlled by that person or the 
funds or services of which will benefit that 
person. 

(H) Subsidiary 

The term ‘‘subsidiary’’ has the same mean-
ing as in section 1841 of this title. 
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(10) Board’s rulemaking authority 

The Board of Governors of the Federal Reserve 
System may prescribe such regulations, includ-
ing definitions of terms, as it determines to be 
necessary to effectuate the purposes and prevent 
evasions of this section. 

(Dec. 23, 1913, ch. 6, § 22(h), as added Pub. L. 
95–630, title I, § 104, Nov. 10, 1978, 92 Stat. 3644; 
amended Pub. L. 97–320, title IV, §§ 410(e), 422, 
Oct. 15, 1982, 96 Stat. 1520, 1522; Pub. L. 102–242, 
title III, § 306(a)–(h), Dec. 19, 1991, 105 Stat. 2355, 
2357–2359; Pub. L. 102–550, title IX, § 955, title 
XVI, § 1605(a)(10), Oct. 28, 1992, 106 Stat. 3895, 
4086; Pub. L. 103–325, title III, § 334(b), Sept. 23, 
1994, 108 Stat. 2233; Pub. L. 104–208, div. A, title 
II, § 2211, Sept. 30, 1996, 110 Stat. 3009–410; Pub. L. 
111–203, title VI, § 614(a), July 21, 2010, 124 Stat. 
1614.) 

AMENDMENT OF PARAGRAPH (9)(D)(i) 

Pub. L. 111–203, title VI, § 614, July 21, 2010, 

124 Stat. 1614, provided that, effective 1 year 

after the transfer date, paragraph (9)(D)(i) of 

this section is amended by: 
(1) substituting ‘‘the person’’ for ‘‘a person’’; 
(2) striking out ‘‘extends credit by making’’ 

and inserting ‘‘extends credit to a person by— 
‘‘(I) making’’; 

(3) substituting ‘‘; or’’ for the period at the 

end; and 
(4) adding at the end the following: 

‘‘(II) having credit exposure to the person 

arising from a derivative transaction (as de-

fined in section 84(b) of this title), repurchase 

agreement, reverse repurchase agreement, se-

curities lending transaction, or securities bor-

rowing transaction between the member bank 

and the person.’’ 

See Effective Date of 2010 Amendment note 

below. 

PRIOR PROVISIONS 

A prior section 22(h) of act Dec. 23, 1913, ch. 6, as 
added June 19, 1934, ch. 653, § 3, 48 Stat. 1107, was classi-
fied to section 596 of this title, prior to repeal by act 
June 25, 1948, ch. 645, § 21, 62 Stat. 862, eff. Sept. 1, 1948. 

AMENDMENTS 

1996—Par. (2)(A). Pub. L. 104–208, § 2211(a)(1), (2), des-
ignated existing provisions as subpar. (A), inserted 
heading, redesignated former subpars. (A) to (C) as cls. 
(i) to (iii), respectively, and adjusted margins. 

Par. (2)(B). Pub. L. 104–208, § 2211(a)(3), added subpar. 
(B). Former subpar. (B) redesignated cl. (ii) of subpar. 
(A). 

Par. (2)(C). Pub. L. 104–208, § 2211(a)(1), redesignated 
subpar. (C) as cl. (iii) of subpar. (A). 

Par. (8)(B). Pub. L. 104–208, § 2211(b), amended heading 
and text of subpar. (B) generally. Prior to amendment, 
text read as follows: ‘‘The Board may, by regulation, 
make exceptions to subparagraph (A), except as that 
subparagraph makes applicable paragraph (2), for an 
executive officer or director of a subsidiary of a com-
pany that controls the member bank, if that executive 
officer or director does not have authority to partici-
pate, and does not participate, in major policymaking 
functions of the member bank.’’ 

1994—Par. (8). Pub. L. 103–325 designated existing pro-
visions as subpar. (A), inserted heading, and added sub-
par. (B). 

1992—Par. (6)(B)(i). Pub. L. 102–550, § 1605(a)(10), sub-
stituted ‘‘or’’ for ‘‘and’’ at end. 

Par. (9)(D). Pub. L. 102–550, § 955(a), designated exist-
ing provisions as cl. (i), inserted heading, and added cl. 
(ii). 

Par. (9)(F). Pub. L. 102–550, § 955(b), designated portion 
of existing provisions as cl. (i), realigned margin, sub-
stituted ‘‘; and’’ for period at end, and added cl. (ii). 

1991—Pub. L. 102–242, § 306(a), amended section gener-
ally, substituting provisions relating to extensions of 
credit to executive officers, directors, and principal 
shareholders of member banks for provisions relating 
to prohibitions respecting loans and extensions of cred-
it to executive officers and directors of banks, political 
or campaign committees, etc. 

Par. (1). Pub. L. 102–242, § 306(d)(2), inserted ‘‘(5),’’ 
after ‘‘(4),’’. 

Par. (2)(C). Pub. L. 102–242, § 306(b), added subpar. (C). 
Par. (4). Pub. L. 102–242, § 306(c), inserted ‘‘, director,’’ 

after ‘‘executive officer’’ in heading and text. 
Par. (5). Pub. L. 102–242, § 306(d)(1), added par. (5). 
Par. (7). Pub. L. 102–242, § 306(e), added par. (7). 
Par. (8). Pub. L. 102–242, § 306(f), struck out ‘‘bank 

holding’’ before ‘‘company of which the member’’. 
Par. (9)(E). Pub. L. 102–242, § 306(g), added subpar. (E). 
Par. (9)(F). Pub. L. 102–242, § 306(h), struck out last 

sentence of subpar. (F) which read as follows: ‘‘For pur-
poses of paragraph (4), if a member bank has its main 
banking office in a city, town, or village with a popu-
lation of less than 30,000, the preceding sentence shall 
apply with ‘18 percent’ substituted for ‘10 percent’.’’ 

1982—Par. (2). Pub. L. 97–320, § 422, substituted ‘‘an 
amount prescribed in a regulation of the appropriate 
Federal banking agency’’ for ‘‘$25,000’’. 

Par. (6)(C) to (F). Pub. L. 97–320, § 410(e), redesignated 
subpars. (D) to (G) as (C) to (F), respectively. Former 
subpar. (C), relating to definition of term ‘‘extension of 
credit’’, was struck out. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Pub. L. 111–203, title VI, § 614(b), July 21, 2010, 124 
Stat. 1614, provided that: ‘‘The amendments made by 
this section [amending this section] shall take effect 1 
year after the transfer date.’’ 

[For definition of ‘‘transfer date’’ as used in section 
614(b) of Pub. L. 111–203, set out above, see section 5301 
of this title.] 

EFFECTIVE DATE OF 1992 AMENDMENT 

Amendment by section 1605(a)(10) of Pub. L. 102–550 
effective as if included in the Federal Deposit Insur-
ance Corporation Improvement Act of 1991, Pub. L. 
102–242, as of Dec. 19, 1991, see section 1609 of Pub. L. 
102–550, set out as a note under section 191 of this title. 

EFFECTIVE DATE OF 1991 AMENDMENT 

Section 306(l) of Pub. L. 102–242 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and sections 1468, 1828, and 1972 of this title] shall 
become effective upon the earlier of— 

‘‘(1) the date on which final regulations under sub-
section (m)(1) [set out below] become effective [May 
18, 1992, see 57 F.R. 22417]; or 

‘‘(2) 150 days after the date of enactment of this Act 
[Dec. 19, 1991].’’ 

EFFECTIVE DATE 

Section 2101 of Pub. L. 95–630 provided that: ‘‘Except 
as otherwise provided herein, this Act [see Short Title 
of 1978 Amendment note set out under section 226 of 
this title] shall take effect upon the expiration of one 
hundred and twenty days after the date of its enact-
ment [Nov. 10, 1978].’’ 

REGULATIONS 

Section 306(m) of Pub. L. 102–242 provided that: 
‘‘(1) IN GENERAL.—The Board of Governors of the Fed-

eral Reserve System shall, not later than 120 days after 
the date of enactment of this Act [Dec. 19, 1991], pro-
mulgate final regulations to implement the amend-
ments made by this section [amending this section and 
sections 1468, 1828, and 1972 of this title], other than the 
amendments made by subsections (i) and (k) [amending 
sections 1468 and 1828 of this title]. 
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‘‘(2) LIMITING EXTENSIONS OF CREDIT TO EXECUTIVE OF-
FICERS.—The Federal Deposit Insurance Corporation 
and Director of the Office of Thrift Supervision shall 
each, not later than 120 days after the date of enact-
ment of this Act, promulgate final regulations pre-
scribing the maximum amount that a nonmember in-
sured bank or insured savings association (as the case 
may be) may lend under section 22(g)(4) of the Federal 
Reserve Act [12 U.S.C. 375a(4)], as made applicable to 
those institutions by subsections (k) and (i), respec-
tively.’’ 

EXISTING TRANSACTIONS NOT AFFECTED BY 1991 
AMENDMENTS 

Section 306(n) of Pub. L. 102–242 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and sections 1468, 1828, and 1972 of this title] do not 
affect the validity of any extension of credit or other 
transaction lawfully entered into on or before the effec-
tive date of those amendments [see Effective Date of 
1991 Amendment note above].’’ 

REPORTING OF CREDIT BY EXECUTIVE OFFICERS AND 
DIRECTORS 

Section 306(o) of Pub. L. 102–242 provided that: ‘‘An 
executive officer or director of an insured depository 
institution, a bank holding company, or a savings and 
loan holding company, the shares of which are not pub-
licly traded, shall report annually to the board of direc-
tors of the institution or holding company the out-
standing amount of any credit that was extended to 
such executive officer or director and that is secured by 
shares of the institution or holding company.’’ 

§ 376. Rate of interest paid to directors, etc. 

No member bank shall pay to any director, of-
ficer, attorney, or employee a greater rate of in-
terest on the deposits of such director, officer, 
attorney, or employee than that paid to other 
depositors on similar deposits with such member 
bank. 

(Dec. 23, 1913, ch. 6, § 22(e), as added Sept. 26, 
1918, ch. 177, § 5, 40 Stat. 971.) 

§ 377. Repealed. Pub. L. 106–102, title I, § 101(a), 
Nov. 12, 1999, 113 Stat. 1341 

Section, acts June 16, 1933, ch. 89, § 20, 48 Stat. 188; 
Aug. 23, 1935, ch. 614, title II, § 203(a), title III, § 302, 49 
Stat. 704, 707, prohibited member banks from affiliating 
with organizations dealing in securities and provided 
for penalties. 

EFFECTIVE DATE OF REPEAL 

Repeal effective 120 days after Nov. 12, 1999, see sec-
tion 161 of Pub. L. 106–102, set out as an Effective Date 
of 1999 Amendment note under section 24 of this title. 

§ 378. Dealers in securities engaging in banking 
business; individuals or associations engag-
ing in banking business; examinations and 
reports; penalties 

(a) After the expiration of one year after June 
16, 1933, it shall be unlawful— 

(1) For any person, firm, corporation, asso-
ciation, business trust, or other similar orga-
nization, engaged in the business of issuing, 
underwriting, selling, or distributing, at 
wholesale or retail, or through syndicate par-
ticipation, stocks, bonds, debentures, notes, or 
other securities, to engage at the same time to 
any extent whatever in the business of receiv-
ing deposits subject to check or to repayment 
upon presentation of a passbook, certificate of 
deposit, or other evidence of debt, or upon re-

quest of the depositor: Provided, That the pro-
visions of this paragraph shall not prohibit na-
tional banks or State banks or trust compa-
nies (whether or not members of the Federal 
Reserve System) or other financial institu-
tions or private bankers from dealing in, un-
derwriting, purchasing, and selling investment 
securities, or issuing securities, to the extent 
permitted to national banking associations by 
the provisions of section 24 of this title: Pro-

vided further, That nothing in this paragraph 
shall be construed as affecting in any way 
such right as any bank, banking association, 
savings bank, trust company, or other banking 
institution, may otherwise possess to sell, 
without recourse or agreement to repurchase, 
obligations evidencing loans on real estate; or 

(2) For any person, firm, corporation, asso-
ciation, business trust, or other similar orga-
nization to engage, to any extent whatever 
with others than his or its officers, agents or 
employees, in the business of receiving depos-
its subject to check or to repayment upon 
presentation of a pass book, certificate of de-
posit, or other evidence of debt, or upon re-
quest of the depositor, unless such person, 
firm, corporation, association, business trust, 
or other similar organization (A) shall be in-
corporated under, and authorized to engage in 
such business by, the laws of the United States 
or of any State, Territory, or District, and 
subjected, by the laws of the United States, or 
of the State, Territory, or District wherein lo-
cated, to examination and regulation, or (B) 
shall be permitted by the United States, any 
State, territory, or district to engage in such 
business and shall be subjected by the laws of 
the United States, or such State, territory, or 
district to examination and regulations or, (C) 
shall submit to periodic examination by the 
banking authority of the State, Territory, or 
District where such business is carried on and 
shall make and publish periodic reports of its 
condition, exhibiting in detail its resources 
and liabilities, such examination and reports 
to be made and published at the same times 
and in the same manner and under the same 
conditions as required by the law of such 
State, Territory, or District in the case of in-
corporated banking institutions engaged in 
such business in the same locality. 

(b) Whoever shall willfully violate any of the 
provisions of this section shall upon conviction 
be fined not more than $5,000 or imprisoned not 
more than five years, or both, and any officer, 
director, employee, or agent of any person, firm, 
corporation, association, business trust, or other 
similar organization who knowingly partici-
pates in any such violation shall be punished by 
a like fine or imprisonment or both. 

(June 16, 1933, ch. 89, § 21, 48 Stat. 189; Aug. 23, 
1935, ch. 614, title III, § 303, 49 Stat. 707; Pub. L. 
86–230, § 23, Sept. 8, 1959, 73 Stat. 466; Pub. L. 
90–448, title VIII, § 804(d), Aug. 1, 1968, 82 Stat. 
543; Pub. L. 95–369, § 12, Sept. 17, 1978, 92 Stat. 
624.) 

AMENDMENTS 

1978—Subsec. (a)(2)(B). Pub. L. 95–369 inserted ref-
erence to permission by the United States to engage in 
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such business and subjection by the laws of the United 
States to examination and regulation. 

1968—Subsec. (a)(1). Pub. L. 90–448 inserted ‘‘, or issu-
ing securities’’ in first proviso. 

1959—Subsec. (a). Pub. L. 86–230 inserted ‘‘and sub-
jected, by the laws of the United States, or of the 
State, Territory, or District wherein located, to exam-
ination and regulation,’’ after ‘‘District,’’ in cl. (2)(A). 

1935—Subsec. (a). Act Aug. 23, 1935, added two provi-
sos to end of par. (1) and amended par. (2) generally. 

EFFECTIVE DATE OF 1968 AMENDMENT 

For effective date of amendment by Pub. L. 90–448, 
see section 808 of Pub. L. 90–448, set out as a note under 
section 1716b of this title. 

SUBCHAPTER XI—DEPOSITARIES AND 
FISCAL AGENTS 

§ 391. Federal reserve banks as Government de-
positaries and fiscal agents 

The moneys held in the general fund of the 
Treasury, except the 5 per centum fund for the 
redemption of outstanding national-bank notes 
may, upon the direction of the Secretary of the 
Treasury, be deposited in Federal reserve banks, 
which banks, when required by the Secretary of 
the Treasury, shall act as fiscal agents of the 
United States; and the revenues of the Govern-
ment or any part thereof may be deposited in 
such banks, and disbursements may be made by 
checks drawn against such deposits. 

(Dec. 23, 1913, ch. 6, § 15 (par.), 38 Stat. 265; Pub. 
L. 90–269, § 2, Mar. 18, 1968, 82 Stat. 50.) 

CODIFICATION 

Section is comprised of first par. of section 15 of act 
Dec. 23, 1913. Par. 2 of section 15 and par. 3 of section 
15, as added Mar. 4, 1923, ch. 252, title IV, § 406, 42 Stat. 
1480, are classified to sections 392 and 393, respectively, 
of this title. 

AMENDMENTS 

1968—Pub. L. 90–269 struck out provision which ex-
cepted funds provided in this chapter for the redemp-
tion of Federal Reserve notes from deposit in Federal 
reserve banks. 

§ 391a. Reimbursement of Federal Reserve Banks 

Beginning in fiscal year 1998 and thereafter, 
there are appropriated such sums as may be nec-
essary to reimburse Federal Reserve Banks in 
their capacity as depositaries and fiscal agents 
for the United States for all services required or 
directed by the Secretary of the Treasury to be 
performed by such banks on behalf of the Treas-
ury or other Federal agencies. 

(Pub. L. 105–61, title I, Oct. 10, 1997, 111 Stat. 
1276.) 

§ 392. Depositaries of Government funds as con-
fined to banks in Federal reserve system; 
member banks as depositaries 

No public funds of the postal savings, or any 
Government funds, shall be deposited in the con-
tinental United States in any bank not belong-
ing to the system established by this chapter: 
Provided, however, That nothing in this chapter 
shall be construed to deny the right of the Sec-
retary of the Treasury to use member banks as 
depositaries. 

(Dec. 23, 1913, ch. 6, § 15 (par.), 38 Stat. 265; Proc. 
No. 2695, eff. July 4, 1946, 11 F.R. 7517, 60 Stat. 
1352.) 

REFERENCES IN TEXT 

This chapter, referred to in text, was in the original 
‘‘this Act’’, meaning act Dec. 23, 1913, ch. 6, 38 Stat. 251, 
known as the Federal Reserve Act. For complete classi-
fication of this Act to the Code, see References in Text 
note set out under section 226 of this title and Tables. 

CODIFICATION 

Words ‘‘of the Philippine Islands, or’’ after ‘‘No public 
funds’’ were deleted on authority of 1946 Proc. No. 2695, 
which granted independence to the Philippine Islands 
pursuant to section 1394 of Title 22. Proc. No. 2695 is set 
out as a note under section 1394 of Title 22, Foreign Re-
lations and Intercourse. 

Section is comprised of second par. of section 15 of 
act Dec. 23, 1913. Par. 1 of section 15 and par. 3 of sec-
tion 15, as added Mar. 4, 1923, ch. 252, title IV, § 406, 42 
Stat. 1480, are classified to sections 391 and 393, respec-
tively, of this title. 

§ 393. Federal reserve banks as depositaries for 
Farm Credit System 

The Federal Reserve banks are authorized to 
act as depositaries for and fiscal agents of any 
Federal land bank, Federal intermediate credit 
bank, bank for cooperatives, or other institu-
tions of the Farm Credit System. 

(Dec. 23, 1913, ch. 6, § 15 (par.), as added Mar. 4, 
1923, ch. 252, title IV, § 406, 42 Stat. 1480; amended 
Pub. L. 92–181, title V, § 5.41, formerly § 5.27(b), 
Dec. 10, 1971, 85 Stat. 625; renumbered § 5.41(b), 
Pub. L. 99–205, title II, § 205(a)(2), Dec. 23, 1985, 99 
Stat. 1703; renumbered § 5.41, Pub. L. 100–233, 
title VIII, § 805(ff)(2), Jan. 6, 1988, 101 Stat. 1717.) 

CODIFICATION 

Section is comprised of third par. of section 15 of act 
Dec. 23, 1913, as added Mar. 4, 1923. Pars. 1 and 2 of sec-
tion 15 are classified to sections 391 and 392, respec-
tively, of this title. 

AMENDMENTS 

1971—Pub. L. 92–181 substituted ‘‘Federal land bank, 
Federal intermediate credit bank, bank for coopera-
tives, or other institutions of the Farm Credit System’’ 
for ‘‘national agricultural credit corporation or Federal 
intermediate credit bank’’. 

§ 394. Federal reserve banks as depositaries for 
and fiscal agents of Home Owners’ Loan Cor-
poration 

The Federal Reserve banks are authorized, 
with the approval of the Secretary of the Treas-
ury, to act as depositaries, custodians, and fiscal 
agents for the Home Owners’ Loan Corporation. 

(Apr. 27, 1934, ch. 168, § 8, 48 Stat. 646.) 

ABOLITION OF HOME OWNERS’ LOAN CORPORATION 

For dissolution and abolishment of Home Owners’ 
Loan Corporation, referred to in this section, by act 
June 30, 1953, ch. 170, § 21, 67 Stat. 126, see note set out 
under section 1463 of this title. 

§ 395. Federal reserve banks as depositaries, cus-
todians and fiscal agents for Commodity 
Credit Corporation 

The Federal Reserve banks are authorized to 
act as depositaries, custodians, and fiscal agents 
for the Commodity Credit Corporation. 

(July 16, 1943, ch. 241, § 3, 57 Stat. 566.) 

TRANSFER OF FUNCTIONS 

Administration of program of Commodity Credit Cor-
poration transferred to Secretary of Agriculture by 
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