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(2)(A) The Comptroller shall have authority to
determine the validity of all claims filed. The
Comptroller may recoup expenses associated
with the handling and processing of claims from
any sale of property authorized by this sub-
chapter.

(B) All expenses associated with the delivery
of any property shall be borne by the claimant.
The Comptroller shall not be responsible for any
loss in connection with the handling, storage, or
delivery of any property to the claimant. The
Comptroller may require the claimant to pur-
chase insurance to cover the risk of any loss.

(e) Vesting of rights, title and interest in un-
claimed property in United States; sale, use,
destruction or disposition of property; pro-
ceeds of sale as miscellaneous receipts

(1) If, after twelve months from the date for-
mal notice is published in the Federal Register,
any such property remains in the possession,
custody, or control of the Comptroller for which
no valid claim has been filed, all rights, title,
and interest in such property shall immediately
be vested in the United States.

(2) The Comptroller shall thereupon, in his dis-
cretion, sell, use, destroy, or otherwise dispose
of any such unclaimed property. Such disposi-
tion may include donations to the Smithsonian
Institution for addition to the national collec-
tion.

(3) The proceeds of any sale authorized by this
section, after recoupment by the Comptroller of
any expenses incurred hereunder, shall be cov-
ered into the Treasury as miscellaneous re-
ceipts.

(d) Liability for determination of validity of
claims; liability for delivery, sale, etc., of
property

The United States, the Comptroller, or any of-
ficer, employee, or agent thereof shall not be
subject to personal or legal liability for any de-
termination as to the validity of any claim or
claims filed under this subchapter or for any de-
livery, sale, destruction, or other disposition of
unclaimed property.

(e) Court action for determination of ownership,
etc., in State or Federal court of competent
jurisdiction; de novo nature of action; parties

(1) A court action to determine legal owner-
ship, entitlement, or right to possession may be
filed in any State or Federal court of competent
jurisdiction other than against the United
States, the Comptroller, or any officer, agent, or
employee thereof.

(2) Such actions shall be determined de novo
without regard to any agency determination or
any disposition or delivery by the Comptroller
of any particular property to any person.

(3) The United States, the Comptroller, or any
officer, employee, or agent thereof shall neither
be a party to any such judicial proceeding nor be
bound by any decision, decree, or order resulting
therefrom.
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(f) Jurisdiction of United States Court of Federal
Claims of actions against United States,
Comptroller, officer, etc.; scope of review of
actions of Comptroller; limitations; claims
against Comptroller, officer, etc., as claim
against United States

(1) The United States Court of Federal Claims
shall have exclusive jurisdiction to hear and de-
termine any suit brought against the United
States, the Comptroller, or any officer, em-
ployee, or agent thereof with regard to any de-
termination of a claim or the disposition of any
unclaimed property.

(2) The United States Court of Federal Claims
may set aside actions of the Comptroller only if
such actions are found to be arbitrary, capri-
cious, an abuse of discretion, or otherwise not in
accordance with law.

(3) All claims for which the United States
Court of Federal Claims has jurisdiction under
this subsection shall be barred unless suit is
filed within two years from the date of expira-
tion of the twelve-month notice period provided
by this subchapter.

(4) For purposes of section 1491 of title 28, any
Claim! against the Comptroller, the United
States, or any officer, employee, or agent there-
of shall be considered a claim against the United
States.

(Pub. L. 96-221, title VII, §733, as added Pub. L.
97-320, title IV, §408, Oct. 15, 1982, 96 Stat. 1513;
amended Pub. L. 102-572, title IX, §902(b)(1), Oct.
29, 1992, 106 Stat. 4516.)

AMENDMENTS

1992—Subsec. (f)(1) to (3). Pub. L. 102-572 substituted
‘“United States Court of Federal Claims” for ‘“‘United
States Claims Court’.

EFFECTIVE DATE OF 1992 AMENDMENT
Amendment by Pub. L. 102-572 effective Oct. 29, 1992,
see section 911 of Pub. L. 102-572, set out as a note

under section 171 of Title 28, Judiciary and Judicial
Procedure.

§216¢. Rules and regulations

The Comptroller may issue rules and regula-
tions necessary or appropriate to carry out this
subchapter.

(Pub. L. 96-221, title VII, §734, as added Pub. L.
97-320, title IV, §408, Oct. 15, 1982, 96 Stat. 1515.)

§216d. Severability

If any provision of this subchapter or the ap-
plication of such provision to any person or cir-
cumstance is held invalid, the remainder of this
subchapter and the application of such provision
to other persons or circumstances shall not be
affected thereby.

(Pub. L. 96-221, title VII, §735, as added Pub. L.
97-320, title IV, §408, Oct. 15, 1982, 96 Stat. 1515.)
CHAPTER 3—FEDERAL RESERVE SYSTEM

SUBCHAPTER I—DEFINITIONS, ORGANIZATION,
AND GENERAL PROVISIONS AFFECTING SYSTEM
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180 in original. Probably should not be capitalized.
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Sec.
221a. Additional definitions.
222. Federal reserve districts; membership of na-
tional banks.
223. Number of Federal reserve cities in district.
224. Status of reserve cities under former stat-
utes.
225. Federal reserve banks; title.
225a.. Maintenance of long run growth of monetary
and credit aggregates.
225b. Appearances before and reports to the Con-
gress.
(a) Appearances before the Congress.
(b) Congressional report.
226. ‘“‘Federal Reserve Act.”
2217. “Banking Act of 1933.”
228. “Banking Act of 1935.”

SUBCHAPTER II—BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

241. Creation; membership; compensation and ex-
penses.
242. Ineligibility to hold office in member banks;

qualifications and terms of office of mem-
bers; chairman and vice chairman; oath of

office.

243. Assessments upon Federal reserve banks to
pay expenses.

244. Principal offices of Board; chairman of Board;

obligations and expenses; qualifications of
members; vacancies.

245. Vacancies during recess of Senate.

246. Powers of Secretary of the Treasury as af-
fected by chapter.

2417. Reports to Congress.

247a.,. Records of action on policy relating to open-

market operation and policies determined
generally; inclusion in report to Congress.

248. Enumerated powers.

(a) Examination of accounts and affairs
of banks; publication of weekly
statements; reports of liabilities
and assets of depository institu-
tions; covered institutions.

Permitting or requiring rediscounting

of paper at specified rate.

(c) Suspending reserve requirements.

(d) Supervising and regulating issue and
retirement of notes.

(e) Adding to or reclassifying reserve cit-
ies.

(f) Suspending or removing officers or di-

rectors of reserve banks.

Requiring writing off of doubtful or

worthless assets of banks.

(h) Suspending operations of or liquidat-
ing or reorganizing banks.

(i) Requiring bonds of agents; safeguard-

ing property in hands of agents.

Exercising supervision over reserve

banks.

(k) Delegation of certain functions;
power to delegate; review of dele-
gated activities.

(I) Employing attorneys, experts, assist-
ants, and clerks; salaries and fees.

(m) Repealed.

(n) Board’s authority to examine deposi-
tory institutions and affiliates.

(0) Authority to appoint conservator or
receiver.

(p) Authority.

(q) Uniform protection authority for Fed-
eral reserve facilities.

(r) Voting; documentation of determina-
tions.

(b
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248-1. Rules and regulations for transfer of funds
and charges therefor among banks; clearing
houses.

248a.. Pricing of services.
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(a) Publication of pricing principles and
proposed schedule of fees; effective
date of schedule of fees.

(b) Covered services.

(c) Criteria applicable.

(d) Budgetary consequences of decline in
volume of services.

(e) Parity in clearing.

248b. Annual independent audits of Federal reserve
banks and Board.

249. Repealed.

250. Independence of financial regulatory agen-
cies.

251. Repealed.

252. Credit availability assessment.

(a) Study.

(b) Use of existing data.
SUBCHAPTER III-FEDERAL ADVISORY COUNCIL

261. Creation; membership; compensation; meet-
ings; officers; procedure; quorum; vacan-
cies.

262. Powers.

SUBCHAPTER IV—FEDERAL OPEN MARKET
COMMITTEE

263. Federal Open Market Committee; creation;
membership; regulations governing open-
market transactions.

SUBCHAPTER V—FEDERAL DEPOSIT INSURANCE

CORPORATION

264. Transferred.

265. Insured banks as depositaries of public
money; duties; security; discrimination be-
tween banks prohibited; repeal of inconsist-
ent laws.

266. State-chartered banks and other institutions

as depositaries of public money; fiscal

agents; duties.
SUBCHAPTER VI—CAPITAL AND STOCK OF FED-

ERAL RESERVE BANKS; DIVIDENDS AND EARN-
INGS

281. Capital.

282. Subscription to capital stock by national
banking association.

283. Public subscription to capital stock.

284. Omitted.

285. Nonvoting stock.

286. Transfers of stock; rules and regulations.

287. Value of shares of stock; increase and de-

crease of stock; member banks as share-
holders; surrender of shares.

288. Cancellation of stock held by member bank
on insolvency or discontinuance of banking
operations for sixty days; repayment of
cash-paid subscriptions.

289. Dividends and surplus funds of reserve banks;
transfer for fiscal year 2000.

(a) Dividends and surplus funds of reserve
banks.
(b) Transfer for fiscal year 2000.
290. Use of earnings transferred to Treasury.

SUBCHAPTER VII-DIRECTORS OF FEDERAL RE-
SERVE BANKS; RESERVE AGENTS AND ASSIST-
ANTS

301. Powers and duties of board of directors; sus-
pension of member bank for undue use of
bank credit.

302. Number of members; classes.

303. Qualifications and disabilities.

304. Class A and class B directors; selection.

305. Class C directors; selection; ‘‘Federal reserve
agent.”

306. Assistants to Federal reserve agent.

307. Compensation of directors.

308. Terms of directors; vacancies.
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SUBCHAPTER VIII-STATE BANKS AS MEMBERS

321.
322.
323.
324.
325.
326.
327.

328.
329.

329a.
330.

332.

333.

334.

335.

336.
3317.

338.

338a.

339.

339a.

OF SYSTEM

Application for membership.

Determination on application.

Stock in Federal reserve banks; method of
payment.

Laws applicable on becoming members.

Examinations.

Acceptance of examinations and reports by
State authorities; special examinations.

Surrender of stock and cancellation of mem-
berships.

Withdrawals from membership.

Capital stock required as condition precedent
to membership.

Omitted.

Laws applicable on becoming members; dis-
counts for State banks.

Certifying checks on State banks admitted as
members.

Depositaries of public money; financial
agents; security required.

Mutual savings banks; application and admis-
sion to membership in Federal Reserve Sys-
tem.

Reports from affiliates; penalty for failure to
furnish.

Dealing in investment securities; limitations
and conditions.

Certificates of stock; representation of stock
of other corporations.

Repealed.

Examination of affiliates; forfeiture of mem-
bership on refusal of affiliate to give infor-
mation or pay expense.

Investments to promote public welfare and
community development; limitation on in-
vestments.

Participation by State member banks in lot-
teries and related activities.

(a) Prohibited activities.
(b) Use of banking premises prohibited.
(c) Definitions.
(d) Lawful banking services connected
with operation of lottery.
(e) Regulations; enforcement.
Resolution of clearing banks.
(a) Conservatorship or receivership.
(b) Board authority.
(c) Bankruptcy proceedings.

SUBCHAPTER IX—POWERS AND DUTIES OF

341.
342.
343.
344.
345.
346.

347.
347a.

34D.

FEDERAL RESERVE BANKS

General enumeration of powers.

Deposits; exchange and collection; member
and nonmember banks or other depository
institutions; charges.

Discount of obligations arising out of actual
commercial transactions.

Discount or purchase of bills to finance agri-
cultural shipments.

Rediscount of notes, drafts, and bills for
member banks; limitation of amount.

Discount of acceptances.

Advances to member banks on their notes.

Advances to member bank groups; inadequate
amounts of eligible and acceptable assets;
liability of individual banks in group; dis-
tribution of loans among banks of group;
rate of interest; notes accepted for advances
as collateral security for Federal reserve
notes; foreign obligations as security for
advances.

Advances to individual member banks on
time or demand notes; maturities; time
notes secured by mortgage loans covering
one-to-four family residences.

(a) In general.

Sec.
(b) Limitations on advances.
347c. Advances to individuals, partnerships, and
corporations; security; interest rate.
347d. Transactions between Federal Reserve banks

and branch or agency of foreign bank; mat-
ters considered.

348. Discount of obligations given for agricultural
purposes or based upon livestock; collateral
security for Federal reserve notes.

348a. Transactions with foreign banks; supervision
of Board of Governors of the Federal Re-
serve System.

349. Rediscount for intermediate credit banks of
obligations given for agricultural purposes;
discount of notes made pursuant to section
1031.

350. Purchase and sale of debentures and like obli-
gations of intermediate credit banks and
agricultural credit corporations.

351. Obligations of cooperative marketing associa-
tion as issued or drawn for agricultural pur-
poses.

362. Limitation on amount of obligations of cer-

tain maturities which may be discounted
and rediscounted.

3b2a. Repealed.

353. Purchase and sale of cable transfers, accept-
ances and bills.

354. Transactions involving gold coin, bullion, and
certificates.

355. Purchase and sale of obligations of National,

State, and municipal governments; open
market operations; purchases and sales
from or to United States; maximum aggre-
gate amount of obligations acquired di-
rectly from or loaned directly to United

States.

356. Purchase of commercial paper from member
banks and sale of same.

357. Establishment of rates of discount.

358. Establishment of accounts for purposes of

open-market operations; correspondents
and agencies.

359. Purchase and sale of acceptances of inter-
mediate credit banks and agricultural cred-
it corporations.

359a. Omitted.

360. Receiving checks and drafts on deposit at par;
charges for collections, exchange, and clear-
ances.

361. Bills receivable, bills of exchange, accept-

ances; regulations by Board of Governors.
362 to 364. Omitted.

SUBCHAPTER X—POWERS AND DUTIES OF
MEMBER BANKS

371. Real estate loans.

(a) Authorization to make real estate
loans; orders, rules, and regulations
of Comptroller of the Currency.

(b) Eligibility for discount as commercial
paper of notes representing loans fi-
nancing construction of residential
or farm buildings; prerequisites.

371a. Payment of interest on demand deposits.

371b. Rate of interest on time deposits; payment of
time deposits before maturity; waiver of no-
tice requirements for withdrawal of savings
deposits.

371b-1. Repealed.

371b-2. Interbank liabilities.

(a) Purpose.

(b) Aggregate limits on insured deposi-
tory institutions’ exposure to other
depository institutions.

(c) “Exposure’ defined.

(d) Insured depository institution.

(e) Rulemaking authority; enforcement.

371c. Banking affiliates.
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Sec.
(a) Restrictions on transactions with af-
filiates.
(b) Definitions.
(c) Collateral for certain transactions
with affiliates.
(d) Exemptions.
(e) Rules relating to banks with financial
subsidiaries.
(f) Rulemaking and additional exemp-
tions.
371c-1. Restrictions on transactions with affiliates.
(a) In general.
(b) Prohibited transactions.
(c) Advertising restriction.
(d) Definitions.
(e) Regulations.
371d. Investment in bank premises or stock of cor-

poration holding premises.
(a) Conditions of investment.
(b) Definitions.

372. Bankers’ acceptances.

(a) Institutions; drafts and bills of ex-
change; types.

(b) Ratio limit of bills to unimpaired cap-
ital stock and surplus.

(c) Authorization for special ratio limit;
foreign banks.

(d) Ratio limit for domestic transactions.

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

(f) Exception for participation agree-
ments.

(g) Definitions by Board.

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

373. Acceptance of drafts or bills drawn by banks

in foreign countries or dependencies of
United States for purpose of dollar ex-
change.

374. Acting as agent for nonmember bank in get-
ting discounts from reserve bank.

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

375. Purchases from directors; sales to directors.

374a.

375a. Loans to executive officers of banks.

(1) General prohibition; authorization for
extension of credit; conditions for
credit.

(2) Mortgage loans.

(3) Educational loans.

(4) General limitation on amount of cred-
it.

(5) Partnership loans.

(6) Report of date and amount of credit
extensions, security, and uses of
proceeds upon excessive extension
of credit.

(7) Endorsement or guarantee of loans or
assets; protective indebtedness.

(8) Continuation of violation.

(9) Report of loan activity since previous
report of condition.

(10) Rules and regulations; definitions.
375Db. Extensions of credit to executive officers, di-

rectors, and principal shareholders of mem-
ber banks.

(1) In general.

(2) Preferential terms prohibited.

(3) Prior approval required.

(4) Aggregate limit on extensions of cred-
it to any executive officer, director,
or principal shareholder.

(5) Aggregate limit on extensions of cred-
it to all executive officers, direc-
tors, and principal shareholders.

(6) Overdrafts by executive officers and
directors prohibited.

(7) Prohibition on knowingly receiving
unauthorized extension of credit.
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(8) Executive officer, director, or prin-
cipal shareholder of certain affili-
ates treated as executive officer, di-
rector, or principal shareholder of
member bank.

(9) Definitions.

(10) Board’s rulemaking authority.

376. Rate of interest paid to directors, etc.

3717. Repealed.

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

SUBCHAPTER XI—DEPOSITARIES AND FISCAL
AGENTS

391. Federal reserve banks as Government deposi-
taries and fiscal agents.

391a. Reimbursement of Federal Reserve Banks.

392. Depositaries of Government funds as confined
to banks in Federal reserve system; mem-
ber banks as depositaries.

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

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

395. Federal reserve banks as depositaries, custo-

dians and fiscal agents for Commodity
Credit Corporation.

SUBCHAPTER XII—FEDERAL RESERVE NOTES

411. Issuance to reserve banks; nature of obliga-
tion; redemption.

412. Application for notes; collateral required.

413. Distinctive letter and serial number of notes;

cancellation of notes unfit for circulation;
accounting; apportionment of credit among
Federal Reserve banks.

414. Authority of Board of Governors respecting
issuance of notes; interest; lien.
415. Reduction of liability for outstanding notes

by depositing notes and collateral and pay-
ment of notes of series prior to 1928; reissue
of deposited notes.

416. Withdrawal of collateral deposited to protect
notes and substitution of other collateral;
retirement of notes; payment of notes of se-
ries prior to 1928; recovery of collateral; re-
issue of deposited notes.

417. Custody and safe-keeping of notes issued to
and collateral deposited with reserve agent.

418. Printing of notes; denomination and form.

419. Delivery of notes prior to delivery to banks.

420. Control and direction of plates and dies; ex-
pense of issue and retirement of notes paid
by banks.

421. Examination of plates and dies.

422. Repealed.

SUBCHAPTER XIII—CIRCULATING NOTES AND
BONDS SECURING SAME

441 to 448. Omitted.
SUBCHAPTER XIV—BANK RESERVES

461. Reserve requirements.

(a) Establishment of applicable defini-
tions, payment of interest, obliga-
tions as deposits, and regulations.

(b) Additional definitions; required
amounts of reserves maintained
against transaction accounts; waiv-
er of ratio limits in extraordinary
circumstances; supplemental re-
serves; reserves related to foreign
obligations or assets; exemption for
certain deposits; discount and bor-
rowing; transitional adjustments;
additional exemptions and waivers.
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(¢c) Promulgation of rules and regulations
respecting maintenance of balances.
462 to 462c. Omitted or Repealed.

463. Limitation on amount of balance with any
depository institution without access to
Federal Reserve advances.

464. Checking against and withdrawal of reserve
balance.

465. Basis for ascertaining deposits against which
required balance is determined.

466. Reserves of banks in dependencies or insular
possessions.

467. Deposits of gold coin, gold certificates, and

Special Drawing Right certificates with
United States Treasurer.

SUBCHAPTER XV—BANK EXAMINATIONS

481. Appointment of examiners; examination of
member banks, State banks, and trust com-
panies; reports.

482. Employees of Office of Comptroller of the
Currency; appointment; compensation and
benefits.

483. Special examination of member banks; infor-

mation of condition furnished to Board of
Governors of the Federal Reserve System.

484. Limitation on visitorial powers.
485. Examination of Federal reserve banks.
486. Waiver of requirements as to reports from or

examinations of affiliates.

SUBCHAPTER XVI—CIVIL LIABILITY OF FEDERAL
RESERVE AND MEMBER BANKS, SHAREHOLD-
ERS, AND OFFICERS

501. Liability of Federal reserve or member bank
for certifying check when amount of de-
posit was inadequate.

501a. Forfeiture of franchise of national banks for
failure to comply with provisions of this
chapter.

502. Liability of shareholders of Federal reserve
banks on contracts, etc.

503. Liability of directors and officers of member
banks.

504. Civil money penalty.

(a) First tier.

(b) Second tier.

(¢c) Third tier.

(d) Maximum amounts of penalties for
any violation described in sub-
section (c).

(e) Assessment; etc.

(f) Hearing.

(g) Disbursement.

(h) “Violate’ defined.

(i) Regulations.

(m) Notice under this section after sepa-
ration from service.

505. Civil money penalty.

(1) First tier.

(2) Second tier.

(3) Third tier.

(4) Maximum amounts of penalties for
any violation described in para-
graph (3).

(5) Assessment; etc.

(6) Hearing.

(7) Disbursement.

(8) ‘“Violate’ defined.

(9) Regulations.

506. Notice after separation from service.

SUBCHAPTER XVII—RESERVE-BANK BRANCHES

521. Reserve-bank branches; establishment; direc-
tors; discontinuance of branches; approval
for erection of branch bank building.

522. Federal reserve branch bank buildings.
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SUBCHAPTER I—DEFINITIONS, ORGANIZA-
TION, AND GENERAL PROVISIONS AF-
FECTING SYSTEM

§ 221. Definitions

Wherever the word ‘“‘bank’ is used in this
chapter, the word shall be held to include State
bank, banking association, and trust company,
except where national banks or Federal reserve
banks are specifically referred to.

The terms ‘‘national bank’ and ‘‘national
banking association’ used in this chapter shall
be held to be synonymous and interchangeable.
The term ‘“‘member bank’ shall be held to mean
any national bank, State bank, or bank or trust
company which has become a member of one of
the Federal reserve banks. The term ‘‘board”
shall be held to mean Board of Governors of the
Federal Reserve System; the term ‘‘district”
shall be held to mean Federal reserve district;
the term ‘‘reserve bank” shall be held to mean
Federal reserve bank; the term ‘‘the continental
United States’” means the States of the United
States and the District of Columbia.

The terms ‘‘bonds and notes of the United
States’, ‘“‘bonds and notes of the Government of
the United States’, and ‘“‘bonds or notes of the
United States’ used in this chapter shall be held
to include certificates of indebtedness and
Treasury bills issued under section 3104 of title
31.

(Dec. 23, 1913, ch. 6, §1, 38 Stat. 251; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
86-70, §8(a), June 25, 1959, 73 Stat. 142; Pub. L.
97-258, §2(c), Sept. 13, 1982, 96 Stat. 1058.)

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.

AMENDMENTS

1982—Pub. L. 97-258 inserted provisions defining
“bonds and notes of the United States’, ‘‘bonds and
notes of the Government of the United States’, and
“bonds or notes of the United States’. These provisions
are based on acts Sept. 24, 1917, ch. 56, §5(c), 40 Stat.
290; Apr. 4, 1918, ch. 44, §4, 40 Stat. 504; Mar. 3, 1919, ch.
100, §3, 40 Stat. 1311; restated June 17, 1929, ch. 26, 46
Stat. 20 (former 31 U.S.C. 754(c)).

1959—Pub. L. 86-70 inserted definition of ‘‘the con-
tinental United States”.

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.

§ 221a. Additional definitions

As used in this chapter—

(a) The terms ‘‘banks’, ‘‘national bank’, ‘“‘na-
tional banking association”, ‘‘member bank’’,
“board”’, ‘‘district’’, and ‘‘reserve bank’ shall
have the meanings assigned to them in section
221 of this title.

(b) Except where otherwise specifically pro-
vided, the term ‘‘affiliate’’ shall include any cor-
poration, business trust, association, or other
similar organization—



§222

(1) Of which a member bank, directly or indi-
rectly, owns or controls either a majority of
the voting shares or more than 50 per centum
of the number of shares voted for the election
of its directors, trustees, or other persons ex-
ercising similar functions at the preceding
election, or controls in any manner the elec-
tion of a majority of its directors, trustees, or
other persons exercising similar functions; or

(2) Of which control is held, directly or indi-
rectly, through stock ownership or in any
other manner, by the shareholders of a mem-
ber bank who own or control either a majority
of the shares of such bank or more than 50 per
centum of the number of shares voted for the
election of directors of such bank at the pre-
ceding election, or by trustees for the benefit
of the shareholders of any such bank; or

(3) Of which a majority of its directors,
trustees, or other persons exercising similar
functions are directors of any one member
bank; or

(4) Which owns or controls, directly or indi-
rectly, either a majority of the shares of cap-
ital stock of a member bank or more than 50
per centum of the number of shares voted for
the election of directors of a member bank at
the preceding election, or controls in any
manner the election of a majority of the direc-
tors of a member bank, or for the benefit of
whose shareholders or members all or substan-
tially all the capital stock of a member bank
is held by trustees.

(June 16, 1933, ch. 89, §2, 48 Stat. 162; Aug. 23,
1935, ch. 614, title III, §301, 49 Stat. 707; Pub. L.
89-485, §13(a), (b), July 1, 1966, 80 Stat. 242.)

REFERENCES IN TEXT

As used in this chapter, referred to in text, was in the
original ‘‘As used in this Act and in any provision of
law amended by this Act’”, meaning act June 16, 1933,
ch. 89, 48 Stat. 162, as amended, known as the Banking
Act of 1933. For complete classification of this Act to
the Code, see References in Text note set out under sec-
tion 227 of this title and Tables.

AMENDMENTS

1966—Subsec. (b)(4). Pub. L. 89-485, §13(a), added par.
(4) which incorporates definitions of ‘‘holding company
affiliate’’ contained in cls. (1) and (2) of former subsec.
(c¢) of this section, and substituted ‘‘a member bank”
for ‘‘any one bank’ in first two places.

Subsec. (¢). Pub. L. 89-485, §13(b), repealed definition
of “holding company affiliate’’, cls. (1) and (2) thereof
now being incorporated in the subsec. (b)(4) definition
of ‘“‘affiliate’’, substituting ‘‘a member bank’ for ‘‘any
one bank” in first two places and the par. excluding
therefrom any corporations stock of which is fully
owned by the United States and any organization de-
termined by the Board of Governors of the Federal Re-
serve System not to be engaged, directly or indirectly,
as a business in holding the stock of, or managing or
controlling, banks, banking associations, savings
banks, or trust companies.

1935—Subsec. (c). Act Aug. 23, 1935, added last par.

§222. Federal reserve districts; membership of
national banks

The continental United States, excluding
Alaska, shall be divided into not less than eight
nor more than twelve districts. Such districts
may be readjusted and new districts may from
time to time be created by the Board of Gov-
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ernors of the Federal Reserve System, not to ex-
ceed twelve in all: Provided, That the districts
shall be apportioned with due regard to the con-
venience and customary course of business and
shall not necessarily be coterminous with any
State or States. Such districts shall be known as
Federal Reserve districts and may be designated
by number. When the State of Alaska or Hawaii
is hereafter admitted to the Union the Federal
Reserve districts shall be readjusted by the
Board of Governors of the Federal Reserve Sys-
tem in such manner as to include such State.
Every national bank in any State shall, upon
commencing business or within ninety days
after admission into the Union of the State in
which it is located, become a member bank of
the Federal Reserve System by subscribing and
paying for stock in the Federal Reserve bank of
its district in accordance with the provisions of
this chapter and shall thereupon be an insured
bank under the Federal Deposit Insurance Act
[12 U.S.C. 1811 et seq.], and failure to do so shall
subject such bank to the penalty provided by
section 501a of this title.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 251; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
85-508, §19, July 7, 1958, 72 Stat. 350; Pub. L. 86-3,
§17, Mar. 18, 1959, 73 Stat. 12.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
text, is act Sept. 21, 1950, ch. 967, §2, 64 Stat. 873, as
amended, which is classified generally to chapter 16
(§1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

AMENDMENTS

1959—Pub. L. 86-3 required readjustment of districts
when the State of Hawaii is admitted to the Union.

1958—Pub. L. 85-508 required readjustment of districts
when the State of Alaska is admitted to the Union, and
inserted provisions requiring national banks to become
members of the Federal Reserve System upon com-
mencing business or within 90 Days after admission
into the Union of the State in which they are located.

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.

ADMISSION OF ALASKA AND HAWAII TO STATEHOOD

Alaska was admitted into the Union on Jan. 3, 1959,
on issuance of Proc. No. 3269, Jan. 3, 1959, 24 F.R. 81, 73
Stat. cl16, and Hawaii was admitted into the Union on
Aug. 21, 1959, on issuance of Proc. No. 3309, Aug. 21, 1959,
24 F.R. 6868, 73 Stat. c74. For Alaska Statehood Law,
see Pub. L. 85-508, July 7, 1958, 72 Stat. 339, set out as
a note preceding section 21 of Title 48, Territories and
Insular Possessions. For Hawaii Statehood Law, see
Pub. L. 86-3, Mar. 18, 1959, 73 Stat. 4, set out as a note
preceding section 491 of Title 48.

§ 223. Number of Federal reserve cities in district

A Federal reserve district shall contain only
one Federal reserve city.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 251.)

§ 224, Status of reserve cities under former stat-
utes

The organization of reserve districts and Fed-
eral reserve cities shall not be construed as
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changing the present status of reserve cities ex-
cept insofar as this chapter changes the amount
of reserves that may be carried with approved
reserve agents located therein.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 251; Pub. L.
86-114, §3(b)(5), July 28, 1959, 73 Stat. 264.)

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.

AMENDMENTS

1959—Pub. L. 86-114 struck out ‘‘and central reserve
cities” after ‘‘reserve cities”.

EFFECTIVE DATE OF 1959 AMENDMENT

Amendment by Pub. L. 86-114 effective three years
after July 28, 1959, see section 3(b) of Pub. L. 86-114, set
out as a Central Reserve and Reserve Cities note under
section 141 of this title.

PRIOR PROVISIONS

Provisions relating to reserve cities and central re-
serve cities were contained in R.S. §§5191, 5192, and act
Mar. 3, 1887, ch. 378, §§1, 2, 24 Stat. 559, 560.

§ 225. Federal reserve banks; title

A Federal reserve bank shall include in its
title the name of the city in which it is situated,
as ‘‘Federal Reserve Bank of Chicago.”

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 252.)

§ 225a. Maintenance of long run growth of mone-
tary and credit aggregates

The Board of Governors of the Federal Reserve
System and the Federal Open Market Commit-
tee shall maintain long run growth of the mone-
tary and credit aggregates commensurate with
the economy’s long run potential to increase
production, so as to promote effectively the
goals of maximum employment, stable prices,
and moderate long-term interest rates.

(Dec. 23, 1913, ch. 6, §2A, as added Pub. L. 95-188,
title II, §202, Nov. 16, 1977, 91 Stat. 1387; amended
Pub. L. 95-523, title I, §108(a), Oct. 27, 1978, 92
Stat. 1897; Pub. L. 100-418, title III, §3005(c), Aug.
23, 1988, 102 Stat. 1375; Pub. L. 106-569, title X,
§1003(a), Dec. 27, 2000, 114 Stat. 3028.)

CODIFICATION

Another section 202 of Pub. L. 95-188 amended section
302 of this title.

AMENDMENTS

2000—Pub. L. 106-569 struck out provisions after first
sentence relating to annual reports to Congress, trans-
mittal of reports to Congressional Committees, con-
sultations with Committees, report of Committee,
changing conditions affecting achievement of objec-
tives and plans, and explanation for deviations from ob-
jectives and plans.

1988—Pub. L. 100418 inserted ‘¢, including an analysis
of the impact of the exchange rate of the dollar on
those trends’ after ‘‘the Nation” in cl. (1).

1978—Pub. L. 95-523 substituted provisions relating to
independent written reports of the Board of Governors
to the Congress for provisions relating to the consulta-
tions of the Board of Governors with Congress at semi-
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annual hearings, substituted ‘‘the objectives and plans
with respect to the ranges’ for ‘‘such ranges’’, inserted
“‘of the monetary and credit aggregates disclosed in the
reports submitted under this section’ after ‘‘growth or
diminution”’, and inserted proviso respecting the inclu-
sion of an explanation of reasons for revisions or devi-
ations in subsequent consultations and reports.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 108(b) of Pub. L. 95-523 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] takes effect on January 1, 1979.”

§ 225b. Appearances before and reports to the
Congress

(a) Appearances before the Congress
(1) In general

The Chairman of the Board shall appear be-
fore the Congress at semi-annual hearings, as
specified in paragraph (2), regarding—

(A) the efforts, activities, objectives and
plans of the Board and the Federal Open
Market Committee with respect to the con-
duct of monetary policy; and

(B) economic developments and prospects
for the future described in the report re-
quired in subsection (b) of this section.

(2) Schedule

The Chairman of the Board shall appear—

(A) before the Committee on Banking and
Financial Services of the House of Rep-
resentatives on or about February 20 of even
numbered calendar years and on or about
July 20 of odd numbered calendar years;

(B) before the Committee on Banking,
Housing, and Urban Affairs of the Senate on
or about July 20 of even numbered calendar
years and on or about February 20 of odd
numbered calendar years; and

(C) before either Committee referred to in
subparagraph (A) or (B), upon request, fol-
lowing the scheduled appearance of the
Chairman before the other Committee under
subparagraph (A) or (B).

(b) Congressional report

The Board shall, concurrent with each semi-
annual hearing required by this section, submit
a written report to the Committee on Banking,
Housing, and Urban Affairs of the Senate and
the Committee on Banking and Financial Serv-
ices of the House of Representatives, containing
a discussion of the conduct of monetary policy
and economic developments and prospects for
the future, taking into account past and pro-
spective developments in employment, unem-
ployment, production, investment, real income,
productivity, exchange rates, international
trade and payments, and prices.

(Dec. 23, 1913, ch. 6, §2B, as added Pub. L. 106-569,
title X, §1003(b)(1), Dec. 27, 2000, 114 Stat. 3028.)

CHANGE OF NAME

Committee on Banking and Financial Services of
House of Representatives abolished and replaced by
Committee on Financial Services of House of Rep-
resentatives, and jurisdiction over matters relating to
securities and exchanges and insurance generally trans-
ferred from Committee on Energy and Commerce of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.
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§ 226. “Federal Reserve Act”

The short title of the Act of December 23, 1913,
ch. 6, 38 Stat. 251, shall be the ‘‘Federal Reserve
Act.”

(Dec. 23, 1913, ch. 6, §1, 38 Stat. 251.)
REFERENCES IN TEXT

The Federal Reserve Act, referred to in text, is act
Dec. 23, 1913, ch. 6, 38 Stat. 251, as amended, which is
classified to this section, sections 1, 35, 59, 90, 92, 141,
142, 221, 222 to 225b, 241 to 248b, 261 to 263, 281 to 290, 301
to 308, 321 to 336, 338 to 339a, 341 to 352, 3563 to 361, 371
to 371b, 371b-2 to 376, 391, 392, 393, 411 to 416, 418 to 421,
441 to 448, 461, 462, 462b to 467, 481 to 486, 501a to 506, 521,
522, 531, 601 to 604a, and 611 to 633 of this title and as
a provision set out as a note under this section. Section
22 of act Dec. 23, 1913, ch. 6, which was classified to
former sections 593 to 599 of Title 12, Banks and Bank-
ing, was repealed and restated in sections 217 to 220, 433,
655, 656, 1005, 1014, 1906, and 1909 of Title 18, Crimes and
Criminal Procedure, by act June 25, 1948, ch. 645, §§1, 21,
62 Stat. 683, 862, the first section of which enacted Title
18. Sections 217 to 220 of Title 18 were subsequently re-
numbered sections 212 to 215 of Title 18, respectively,
by Pub. L. 87-849, §1(d), Oct. 23, 1962, 76 Stat. 1125. Sec-
tions 212 and 213 of Title 18, as renumbered by Pub. L.
87-849, were subsequently repealed by Pub. L. 108-198,
§2(a), Dec. 19, 2003, 117 Stat. 2899. For complete classi-
fication of this Act to the Code, see Tables.

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104-208, div. A, title II, §2001(a), Sept. 30, 1996,
110 Stat. 3009-394, provided that: ‘“This title [see Tables
for classification] may be cited as the ‘Economic
Growth and Regulatory Paperwork Reduction Act of
1996°.”

SHORT TITLE OF 1992 AMENDMENT

Pub. L. 102491, §1, Oct. 24, 1992, 106 Stat. 3144, pro-
vided that: “This Act [amending section 522 of this
title] may be cited as the ‘Federal Reserve Bank
Branch Modernization Act’.”

SHORT TITLE OF 1987 AMENDMENT

Pub. L. 100-86, §1(a), Aug. 10, 1987, 101 Stat. 552, pro-
vided that: ‘““This Act [enacting sections 371c-1, 1439-1,
1441, 1442a, 1467, 1467a, 1730h, 17301, 1772b, 1772c, 3806, and
4001 to 4010 of this title and section 3334 of Title 31,
Money and Finance, amending sections 24, 248a, 481, 619,
1430, 1436, 1464, 1467, 1725 to 1727, 1729 to 1730a, 1730h,
1757, 1761a, 1761b, 1764, 1766, 1767, 1785 to 1788, 1813, 1817,
1821, 1823, 1828, 1831d, 1832, 1841 to 1843, 1846, 1849, and
3106 of this title, sections 905 and 906 of Title 2, The
Congress, sections 45, 46, and 57a of Title 15, Commerce
and Trade, and sections 3328, 3702, 3712, 9101, and 9105 of
Title 31, providing for future repeal of sections 1442a,
1467a, and 1730i of this title, enacting provisions set out
as notes under sections 226, 248a, 619, 1437, 1441, 1464,
1467, 1467a, 1730, 1730a, 1751, 1811, 1841, and 4001 of this
title and section 3328 of Title 31, and amending provi-
sions set out as a note under section 1729 of this title]
may be cited as the ‘Competitive Equality Banking Act
of 1987.”

Pub. L. 100-86, title I, §100, Aug. 10, 1987, 101 Stat. 554,
provided that: ‘““This title [enacting section 37lc-1 of
this title, amending sections 24, 619, 1430, 1730, 1730a,
1813, 1828, 1831d, 1832, 1841 to 1843, and 1846 of this title,
and enacting provisions set out as notes under sections
226, 619, 1730a, and 1841 of this title] may be cited as the
‘Competitive Equality Amendments of 1987".”

Pub. L. 100-86, title III, §301, Aug. 10, 1987, 101 Stat.
585, provided that: ‘“This title [enacting section 1441 of
this title, amending sections 1430, 1436, 1725, 1727, and
1730 of this title and section 9101 of Title 31, Money and
Finance, and enacting provisions set out as a note
under section 1730 of this title] may be cited as the
‘Federal Savings and Loan Insurance Corporation Re-
capitalization Act of 1987°.”’
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Pub. L. 100-86, title IV, §401, Aug. 10, 1987, 101 Stat.
604, provided that: ‘“This title [enacting sections 1442a,
1467, 1467a, 1730h, and 1730i of this title, amending sec-
tions 1464, 1467, 1729 to 1730a, and 1730h of this title, and
section 9105 of Title 31, Money and Finance, providing
for future repeal of sections 1442a, 1467a, and 1730i of
this title, and enacting provisions set out as notes
under sections 1437, 1441, 1467, and 1467a of this title]
may be cited as the ‘Thrift Industry Recovery Act’.”

SHORT TITLE OF 1982 AMENDMENT

Pub. L. 97-320, §1, Oct. 15, 1982, 96 Stat. 1469, provided
that: “This Act [enacting sections 216 to 216d, 1701j-3,
1795j, 1866, 1867, 3208, and 3801 to 3805 of this title and
section 1099 of Title 20, Education, amending sections
22, 24, 27, 29, 30, 84, 93, 94, 95, 371, 371c, 37ba, 375b, 461, 484,
504, 505, 1425a, 1426, 1428a, 1430, 1431, 1436, 1437, 1462, 1464,
1718, 1719, 1725, 1726, 1727, 1728, 1729, 1730, 1730a, 1752,
1752a, 1753, 1755, 1757, 1760, 1761, 1761a, 1761b, 1761c, 1763,
1764, 1766, 1770, 1771, 1782, 1783, 1785, 1786, 1795f, 1813, 1814,
1815, 1817, 1818, 1820, 1821, 1822, 1823, 1828, 1831c, 1832, 1841,
1842, 1843, 1847, 1861, 1862, 1863, 1864, 1865, 1972, 3106, 3204,
33056, 3412, 3414, and 3503 of this title, section 109 of Title
11, Bankruptcy, sections 1602 and 1603 of Title 15, Com-
merce and Trade, and sections 8103 and 8105 of Title 42,
The Public Health and Welfare, repealing section 82 of
this title and provisions set out as a note under section
461 of this title, enacting provisions set out as notes
under this section, sections 84, 371, 371c, 1461, 1464, 1811,
1817, 1823, 3503, and 3801 of this title, and sections 1602
and 1603 of Title 15, and amending provisions set out as
notes under sections 92 and 191 of this title] may be
cited as the ‘Garn-St Germain Depository Institutions
Act of 1982’.”

Pub. L. 97-320, title IV, §410(a), Oct. 15, 1982, 96 Stat.
1515, provided that: ‘““This section [amending sections
371c, 375b, 1820, 1828 and 1972 of this title, and enacting
provisions set out as a note under section 371c of this
title] may be cited as the ‘Banking Affiliates Act of
1982°.”

SHORT TITLE OF 1980 AMENDMENT

Pub. L. 96221, §1, Mar. 31, 1980, 94 Stat. 132, provided
that: “This Act [enacting sections 4a, 86a, 93a, 248a,
1730g, 1735f-Ta, 1831d, and 3501 to 3524 of this title, and
section 1646 of Title 15, Commerce and Trade, amending
sections 24, 27, 29, 51b, 51b-1, 72, 85, 92, 95, 214a, 248, 342,
347b, 355, 360, 37la, 412, 461, 463, 481, 142ba, 1425b, 1431,
1464, 1724, 1726, 1728, 1752, 1757, 1763, 1785, 1787, 1795, to
17951, 1813, 1817, 1821, 1828, 1832, 1842, and 1843 of this
title, and sections 57a, 687, 1602 to 1607, 1610, 1612, 1613,
1631, 1632, 1635, 1637, 1638, 1640, 1641, 1643, 1663, 1664, 1665a,
1666, 1666d, 1667d, and 1691f of Title 15, repealing sec-
tions 86a, 371b-1, 1730e, and 1831la of this title, and sec-
tions 1614, 1636, and 1639 of Title 15, enacting provisions
set out as notes under this section, sections 27, 85, 86a,
191, 248, 355, 371a, 142ba, 1724, 1730g, 1735f-7, 1735f-7a, 1787,
1813, 1817, 3101, 3501, and 3521 of this title, and sections
1601, 1602, and 1607 of Title 15, and repealing provisions
set out as notes under sections 85, 86a, 371b-1, and 183la
of this title] may be cited as the ‘Depository Institu-
tions Deregulation and Monetary Control Act of 1980’.”

Pub. L. 96-221, title I, §101, Mar. 31, 1980, 94 Stat. 132,
provided that: ‘“This title [enacting section 248a of this
title, amending sections 248, 342, 347b, 355, 360, 412, 461,
463, and 1425a of this title and enacting provisions set
out as notes under sections 248 and 355 of this title]
may be cited as the ‘Monetary Control Act of 1980°.”

Pub. L. 96-221, title III, §301, Mar. 31, 1980, 94 Stat. 145,
provided that: ‘“This title [amending sections 371a, 1431,
1464, 1724, 1728, 1752, 1757, 1763, 1785, 1787, 1795 to 17951,
1813, 1817, 1821, 1828, and 1832 of this title and enacting
provisions set out as notes under sections 37la, 1724,
1787, 1813, and 1817 of this title] may be cited as the
‘Consumer Checking Account Equity Act of 1980°.”’

SHORT TITLE OF 1978 AMENDMENT

Pub. L. 95-630, §1, Nov. 10, 1978, 92 Stat. 3641, provided:
“That this Act [enacting sections 375b, 504, 505, 635a—1
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to 635a-3, 1795 to 17951, 1831c, 3106a, 3201 to 3207, 3301 to
3308, and 3401 to 3422 of this title, sections 1693 to 1693r
of Title 15, Commerce and Trade, and section 2153e-1 of
Title 42, The Public Health and Welfare, amending sec-
tions 27, 93, 37ba, 412, 635, 63be to 635g, 1451, 1462, 1464,
1715z-10, 1726, 1728 to 1730a, 1752 to 1756, 1757 to 1759, 1761
to 1763, 1766, 1767, 1771, 1772a, 1781 to 1789, 1795b to 1795g,
1813, 1817 to 1821, 1828, 1832, 1843, 1844, 1847, 1865, 1972,
and 2902 of this title, sections 5108, 5314, and 5315 of
Title 5, Government Organization and Employees, sec-
tions 709 and 1114 of Title 18, Crimes and Criminal Pro-
cedure, and sections 67 and 856 of former Title 31,
Money and Finance, enacting provisions set out as
notes under sections 27, 93, 375b, 461, 601, 635, 1451, 1728,
1730, 1751, 1752, 1795, 1817, 1832, 3201, 3301, 3401, and 3415
of this title, and sections 1601 and 1693 of Title 15; and
amending provisions set out as notes under this sec-
tion, section 461 of this title, and section 1666f of Title
15] may be cited as the ‘Financial Institutions Regu-
latory and Interest Rate Control Act of 1978°.”’

SHORT TITLE OF 1977 AMENDMENT

Pub. L. 95-188, title II, §201, Nov. 16, 1977, 91 Stat. 1387,
provided that: ‘“This title [enacting section 225a of this
title, amending sections 242 and 302 of this title and
section 208 of Title 18, Crimes and Criminal Procedure,
and enacting provisions set out as a note under section
242 of this title] may be cited as the ‘Federal Reserve
Reform Act of 1977°.”

SHORT TITLE OF 1932 AMENDMENT

Act Feb. 27, 1932, ch. 58, 47 Stat. 56, which enacted
sections 347a and 347b of this title, and amended section
412 of this title, is popularly known as the Glass-
Steagall Act, 1932.

SEPARABILITY; RIGHT TO AMEND, ALTER OR REPEAL

Pub. L. 100-86, title XII, §1205, Aug. 10, 1987, 101 Stat.
663, provided that: “If any provision of this Act [see
Short Title of 1987 Amendment note above] or the ap-
plication thereof to any person or circumstances is held
invalid, the remainder of the Act and the application of
the provision to other persons not similarly situated or
to other circumstances shall not be affected thereby.”

Sections 30 and 31, formerly 29 and 30, respectively, of
act Dec. 23, 1913, as renumbered by act Nov. 10, 1978,
Pub. L. 95-630, title I, §101, 92 Stat. 3641, provided:

“SEc. 30. If any clause, sentence, paragraph, or part
of this Act shall for any reason be adjudged by any
court of competent jurisdiction to be invalid, such
judgment shall not affect, impair, or invalidate the re-
mainder of this Act, but shall be confined in its oper-
ation to the clause, sentence, paragraph, or part there-
of directly involved in the controversy in which such
judgment shall have been rendered.

““SEc. 31. The right to amend, alter, or repeal this Act
is hereby expressly reserved.”’

§227. “Banking Act of 1933”

The short title of the Act of June 16, 1933, ch.
89, 48 Stat. 162, shall be the ‘“‘Banking Act of
1933.”

(June 16, 1933, ch. 89, §1, 48 Stat. 162.)
REFERENCES IN TEXT

The Banking Act of 1933, also known as the Glass-
Steagall Act, 1933, referred to in text, is classified to
sections 24, 33, 34a, 36, 51, 52, 61, 64a, Tla, 77, 78, 84, 85,
161, 197a, 221a, 227, 242, 244, 248, 289, 301, 304, 321, 329, 333
to 338, 347, 348a, 371a, 371b, 371c, 371d, 374a, 375a, 377, 378,
481, and 632 of this title. For complete classification of
this Act to the Code, see Tables.

RIGHT TO AMEND, ALTER OR REPEAL; SEPARABILITY

Section 34 of act June 16, 1933, provided: ‘“‘The right
to alter, amend, or repeal this Act is hereby expressly
reserved. If any provision of this act, or the application
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thereof to any person or circumstances, is held invalid,
the remainder of the act, and the application of such
provision to other persons or circumstances, shall not
be affected thereby’’.

§228. “Banking Act of 1935”

The act of August 23, 1935, ch. 614, 49 Stat. 684,
may be cited as the ‘“‘Banking Act of 1935.”

(Aug. 23, 1935, ch. 614, §1, 49 Stat. 684.)
REFERENCES IN TEXT

The Banking Act of 1935, referred to in text, is classi-
fied to sections 2, 24, 33 to 34c, 35, 36, 51, bla, 51b-1, 52,
59 to 61, 64a, Tla, 78, 84, 85, 170, 181, 192, 221a, 228, 241, 242,
244, 247a, 248, 263, 287, 288, 321, 324, 336, 341, 343, 347b,
352a, 355, 357, 371, 37la, 371b, 37lc, 37ba, 377, 378, 461,
462a-1, 462b, 465, 481, 482, 486, 619, 1702, 1703, 1709, and 1713
of this title; section 101 of Title 11, Bankruptcy; section
19 of Title 15, Commerce and Trade. See, also, sections
217, 218, 334, 655, 656, 709, 1005, 1906, 1909, and 2113 of Title
18, Crimes and Criminal Procedure. For complete clas-
sification of this Act to the Code see Tables.

SEPARABILITY

Section 346 of act Aug. 23, 1935, provided: ‘‘If any pro-
vision of this Act, or the application thereof to any per-
son or circumstances, is held invalid, the remainder of
the Act, and the application of such provision to other
persons and circumstances, shall not be affected there-
by.”

SUBCHAPTER II—BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM

§241. Creation; membership; compensation and
expenses

The Board of Governors of the Federal Reserve
System (hereinafter referred to as the ‘‘Board’’)
shall be composed of seven members, to be ap-
pointed by the President, by and with the advice
and consent of the Senate, after August 23, 1935,
for terms of fourteen years except as hereinafter
provided, but each appointive member of the
Federal Reserve Board in office on such date
shall continue to serve as a member of the
Board until February 1, 1936, and the Secretary
of the Treasury and the Comptroller of the Cur-
rency shall continue to serve as members of the
Board until February 1, 1936. In selecting the
members of the Board, not more than one of
whom shall be selected from any one Federal
Reserve district, the President shall have due
regard to a fair representation of the financial,
agricultural, industrial, and commercial inter-
ests, and geographical divisions of the country.
The members of the Board shall devote their en-
tire time to the business of the Board and shall
each receive basic compensation at the rate of
$16,000 per annum, payable monthly, together
with actual necessary traveling expenses.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; Aug. 23, 1935, ch. 614,
title II, §203(b), 49 Stat. 704.)
CODIFICATION

Section is comprised of first par. of section 10 of act
Dec. 23, 1913. Pars. 2-7 and 8 of section 10; par. 9 of sec-
tion 10, as added June 3, 1922, ch. 205, 42 Stat. 621; and
par. 10 of section 10, as added Aug. 23, 1935, ch. 614,
§203(d), 49 Stat. 705, are classified to sections 242 to 247,
1, 522, and 247a, respectively, of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, §203(b), increased the appoint-
ive membership from six to seven, terminated the
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membership of the Secretary of the Treasury and the
Comptroller of the Currency, raised the tenure from
twelve to fourteen years and increased the annual sal-
ary from $12,000 to $15,000.

CHANGE OF NAME

Section 203(a) of act Aug. 23, 1935, provided that:
‘“‘Hereafter the Federal Reserve Board shall be known
as the ‘Board of Governors of the Federal Reserve Sys-
tem,” and the governor and the vice governor of the
Federal Reserve Board shall be known as the ‘chair-
man’ and the ‘vice chairman,” respectively, of the
Board of Governors of the Federal Reserve System.”

REPEALS

Act Oct. 15, 1949, ch. 695, §4, 63 Stat. 880, formerly
cited as a credit to this section, was repealed by Pub.
L. 89-554, §8(a), Sept. 6, 1966, 80 Stat. 655.

GENERAL ACCOUNTING OFFICE STUDY OF CONFLICTS OF
INTEREST

Pub. L. 106-102, title VII, §728, Nov. 12, 1999, 113 Stat.
1475, provided thatthe Comptroller General of the
United States was to conduct a study analyzing the
conflict of interest faced by the Board of Governors of
the Federal Reserve System between its role as a pri-
mary regulator of the banking industry and its role as
a vendor of services to the banking and financial serv-
ices industry and,before the end of the 1-year period be-
ginning on Nov. 12, 1999, submit a report to the Con-
gress, together with recommendations for such legisla-
tive or administrative actions as the Comptroller Gen-
eral determined to be appropriate.

COMPENSATION OF BOARD OF GOVERNORS

Annual basic compensation of Chairman and Mem-
bers of Board of Governors, see sections 5313 and 5314 of
Title 5, Government Organization and Employees.

§242. Ineligibility to hold office in member
banks; qualifications and terms of office of
members; chairman and vice chairman; oath
of office

The members of the Board shall be ineligible
during the time they are in office and for two
years thereafter to hold any office, position, or
employment in any member bank, except that
this restriction shall not apply to a member who
has served the full term for which he was ap-
pointed. Upon the expiration of the term of any
appointive member of the Federal Reserve Board
in office on August 23, 1935, the President shall
fix the term of the successor to such member at
not to exceed fourteen years, as designated by
the President at the time of nomination, but in
such manner as to provide for the expiration of
the term of not more than one member in any
two-year period, and thereafter each member
shall hold office for a term of fourteen years
from the expiration of the term of his prede-
cessor, unless sooner removed for cause by the
President. Of the persons thus appointed, one
shall be designated by the President, by and
with the advice and consent of the Senate, to
serve as Chairman of the Board for a term of
four years, and one shall be designated by the
President, by and with the consent of the Sen-
ate, to serve as Vice Chairman of the Board for
a term of four years. The Chairman of the
Board, subject to its supervision, shall be its ac-
tive executive officer. Each member of the
Board shall within fifteen days after notice of
appointment make and subscribe to the oath of
office. Upon the expiration of their terms of of-
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fice, members of the Board shall continue to
serve until their successors are appointed and
have qualified. Any person appointed as a mem-
ber of the Board after August 23, 1935, shall not
be eligible for reappointment as such member
after he shall have served a full term of fourteen
years.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; June 16, 1933, ch. 89,
§6(a), 48 Stat. 166; Aug. 23, 1935, ch. 614, title II,
§203(b), 49 Stat. 704; Pub. L. 95-188, title II,
§204(a), Nov. 16, 1977, 91 Stat. 1388.)

CODIFICATION

Section is comprised of second par. of section 10 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 10, see note set out under section 241 of
this title.

AMENDMENTS

1977—Pub. L. 95-188 substituted in third sentence
‘“‘one shall be designated by the President, by and with
the advice and consent of the Senate, to serve as Chair-
man of the Board for a term of four years, and one shall
be designated by the President, by and with the con-
sent of the Senate, to serve as Vice Chairman of the
Board for a term of four years’” for ‘‘one shall be des-
ignated by the President as chairman and one as vice
chairman of the Board, to serve as such for a term of
four years’.

1935—Act Aug. 23, 1935, §203(b), extended term of ap-
pointive members from twelve to fourteen years, and
inserted provisions for continuance in office until suc-
cessor qualified and against reappointment.

1933—Act June 16, 1933, extended term of appointive
members from ten to twelve years.

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 1977 AMENDMENT; APPLICABILITY

Section 204(b) of Pub. L. 95-188 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] takes effect on January 1, 1979, and applies to in-
dividuals who are designated by the President on or
after such date to serve as Chairman or Vice Chairman
of the Board of Governors of the Federal Reserve Sys-
tem.”

REPEALS

Act Mar. 3, 1919, ch. 101, §2, 40 Stat. 1315, formerly
cited as a credit to this section, was repealed by Pub.
L. 89-554, §8(a), Sept. 6, 1966, 80 Stat. 644.

COMPENSATION OF CHAIRMAN OF BOARD

Annual basic compensation of Chairman of Board of
Governors, see section 5313 of Title 5, Government Or-
ganization and Employees.

§ 243. Assessments upon Federal reserve banks to
pay expenses

The Board of Governors of the Federal Reserve
System shall have power to levy semiannually
upon the Federal reserve banks, in proportion to
their capital stock and surplus, an assessment
sufficient to pay its estimated expenses and the
salaries of its members and employees for the
half year succeeding the levying of such assess-
ment, together with any deficit carried forward
from the preceding half year and such assess-
ments may include amounts sufficient to pro-
vide for the acquisition by the Board in its own
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name of such site or building in the District of
Columbia as in its judgement alone shall be nec-
essary for the purpose of providing suitable and
adequate quarters for the performance of its
functions. After September 1, 2000, the Board
may also use such assessments to acquire, in its
own name, a site or building (in addition to the
facilities existing on such date) to provide for
the performance of the functions of the Board.
After approving such plans, estimates, and spec-
ifications as it shall have caused to be prepared,
the Board may, notwithstanding any other pro-
vision of law, cause to be constructed on any
site so acquired by it a building or buildings
suitable and adequate in its judgement for its
purposes and proceed to take all such steps as it
may deem necessary or appropriate in connec-
tion with the construction, equipment, and fur-
nishing of such building or buildings. The Board
may maintain, enlarge, or remodel any building
or buildings so acquired or constructed and shall
have sole control of such building or buildings
and space therein.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; June 19, 1934, ch. 653,
§4, 48 Stat. 1108; Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704; Pub. L. 106-569, title X,
§1001, Dec. 27, 2000, 114 Stat. 3027.)

CODIFICATION

Section is comprised of third par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see note set out under section 241 of
this title.

AMENDMENTS

2000—Pub. L. 106-569 inserted ‘‘After September 1,
2000, the Board may also use such assessments to ac-
quire, in its own name, a site or building (in addition
to the facilities existing on such date) to provide for
the performance of the functions of the Board.” after
first sentence, inserted ‘‘or buildings’ after ‘‘building”’
wherever appearing in third and fourth sentences, and
substituted ‘‘constructed on any site” for ‘‘constructed
on the site” in third sentence.

1934—Act June 19, 1934, inserted provisions after ‘‘the
preceding half year” in first sentence and inserted sec-
ond and third sentences.

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.

§244. Principal offices of Board; chairman of
Board; obligations and expenses; qualifica-
tions of members; vacancies

The principal offices of the Board shall be in
the District of Columbia. At meetings of the
Board the chairman shall preside, and, in his ab-
sence, the vice chairman shall preside. In the ab-
sence of the chairman and the vice chairman,
the Board shall elect a member to act as chair-
man pro tempore. The Board shall determine
and prescribe the manner in which its obliga-
tions shall be incurred and its disbursements
and expenses allowed and paid, and may leave on
deposit in the Federal Reserve banks the pro-
ceeds of assessments levied upon them to defray
its estimated expenses and the salaries of its
members and employees, whose employment,
compensation, leave, and expenses shall be gov-
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erned solely by the provisions of this chapter
and rules and regulations of the Board not in-
consistent therewith; and funds derived from
such assessments shall not be construed to be
Government funds or appropriated moneys. No
member of the Board of Governors of the Fed-
eral Reserve System shall be an officer or direc-
tor of any bank, banking institution, trust com-
pany, or Federal Reserve bank or hold stock in
any bank, banking institution, or trust com-
pany; and before entering upon his duties as a
member of the Board of Governors of the Fed-
eral Reserve System he shall certify under oath
that he has complied with this requirement, and
such certification shall be filed with the sec-
retary of the Board. Whenever a vacancy shall
occur, other than by expiration of term, among
the seven members of the Board of Governors of
the Federal Reserve System appointed by the
President as above provided, a successor shall be
appointed by the President, by and with the ad-
vice and consent of the Senate, to fill such va-
cancy, and when appointed he shall hold office
for the unexpired term of his predecessor.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; June 16, 1933, ch. 89,
§6(b), 48 Stat. 167; Aug. 23, 1935, ch. 614, title II,
§203(a)-(c), 49 Stat. 704, 705.)

REFERENCES IN TEXT

This chapter, referred to in text, was in the original
‘“‘this Act, specific amendments thereof’’, 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 References in Text note set
out under section 226 of this title and Tables.

CODIFICATION

Section is comprised of fourth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

Word ‘“‘seven’ was substituted for ‘‘six’’ in last sen-
tence on authority of section 203(b) of act Aug. 23, 1935,
which increased membership of the Board of Governors.

AMENDMENTS

1935—Act Aug. 23, 1935, §203(c), substituted second and
third sentences for former related provisions.

1933—Act June 16, 1933, fixed the principal offices of
the Board, made the Secretary of the Treasury chair-
man, provided for chairman pro tempore, and referred
to disbursements, obligations, salaries and leaves.

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.

§ 245. Vacancies during recess of Senate

The President shall have power to fill all va-
cancies that may happen on the Board of Gov-
ernors of the Federal Reserve System during the
recess of the Senate by granting commissions
which shall expire with the next session of the
Senate.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 260; June
3, 1922, ch. 205, 42 Stat. 620; Aug. 23, 1935, ch. 614,
title II, §203(a), 49, Stat. 704.)

CODIFICATION

Section is comprised of fifth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other



§246

pars. of section 10, see Codification note set out under
section 241 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.

§246. Powers of Secretary of the Treasury as af-
fected by chapter

Nothing in this chapter contained shall be
construed as taking away any powers heretofore
vested by law in the Secretary of the Treasury
which relate to the supervision, management,
and control of the Treasury Department and bu-
reaus under such department, and wherever any
power vested by this chapter in the Board of
Governors of the Federal Reserve System or the
Federal reserve agent appears to conflict with
the powers of the Secretary of the Treasury,
such powers shall be exercised subject to the su-
pervision and control of the Secretary.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; Aug. 23, 1935, ch. 614,
title II, §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 comprised of sixth par. of section 10 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 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.

§247. Reports to Congress

The Board of Governors of the Federal Reserve
System shall annually make a full report of its
operations to the Speaker of the House of Rep-
resentatives, who shall cause the same to be
printed for the information of the Congress. The
report required under this paragraph shall in-
clude the reports required under section 1691f of
title 15, section 57a(f)(7) of title 15, section 1613
of title 15, and section 247a of this title.

(Dec. 23, 1913, ch. 6, §10 (par.), 38 Stat. 261; June
3, 1922, ch. 205, 42 Stat. 621; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704; Pub. L. 106-569, title
XI, §1103(b), Dec. 27, 2000, 114 Stat. 3030.)

CODIFICATION

Section is comprised of seventh par. of section 10 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 10, see Codification note set out under
section 241 of this title.

AMENDMENTS

2000—Pub. L. 106-569 inserted at end ‘‘The report re-
quired under this paragraph shall include the reports
required under section 1691f of title 15, section 57a(f)(7)
of title 15, section 1613 of title 15, and section 247a of
this title.”
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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.

MEMBERSHIP OF INTERNATIONAL BANKS IN FEDERAL
RESERVE SYSTEM; REPORT TO CONGRESS

Pub. L. 95-369, §3(g), Sept. 17, 1978, 92 Stat. 610, pro-
vided that the Board report to Congress not later than
270 days after Sept. 17, 1978 recommendations with re-
spect to permitting corporations organized or operating
under section 25 or 25(a) of the Federal Reserve Act to
become members of Federal Reserve Banks.

EFFECT OF INTERNATIONAL BANKING ACT OF 1978 ON
INTERNATIONAL BANKS; REPORT TO CONGRESS

Pub. L. 95-369, §3(h), Sept. 17, 1978, 92 Stat. 610, pro-
vided that: ‘“As part of its annual report pursuant to
section 10 of the Federal Reserve Act [this section], the
Board shall include its assessment of the effects of the
amendments made by this Act [see Short Title note set
out under section 3101 of this title] on the capitaliza-
tion and activities of corporations organized or operat-
ing under section 25 or 25(a) of the Federal Reserve Act
[sections 601 to 604 and 611 to 631 of this title], and on
commercial banks and the banking system.”’

§247a. Records of action on policy relating to
open-market operation and policies deter-
mined generally; inclusion in report to Con-
gress

The Board of Governors of the Federal Reserve
System shall keep a complete record of the ac-
tion taken by the Board and by the Federal
Open Market Committee upon all questions of
policy relating to open-market operations and
shall record therein the votes taken in connec-
tion with the determination of open-market
policies and the reasons underlying the action of
the Board and the Committee in each instance.
The Board shall keep a similar record with re-
spect to all questions of policy determined by
the Board, and shall include in its annual report
to the Congress a full account of the action so
taken during the preceding year with respect to
open-market policies and operations and with
respect to the policies determined by it and
shall include in such report a copy of the records
required to be kept under the provisions of this
section.

(Dec. 23, 1913, ch. 6, §10 (par.), as added Aug. 23,
1935, ch. 614, title II, §203(d), 49 Stat. 705.)

CODIFICATION

Section is comprised of tenth par. of section 10 of act
Dec. 23, 1913, as added Aug. 23, 1935. For classification
to this title of other pars. of section 10, see Codification
note set out under section 241 of this title.

§ 248. Enumerated powers

The Board of Governors of the Federal Reserve
System shall be authorized and empowered:

(a) Examination of accounts and affairs of banks;
publication of weekly statements; reports of
liabilities and assets of depository institu-
tions; covered institutions

(1) To examine at its discretion the accounts,
books, and affairs of each Federal reserve bank
and of each member bank and to require such
statements and reports as it may deem nec-
essary. The said board shall publish once each
week a statement showing the condition of each
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Federal reserve bank and a consolidated state-
ment for all Federal reserve banks. Such state-
ments shall show in detail the assets and liabil-
ities of the Federal reserve banks, single and
combined, and shall furnish full information re-
garding the character of the money held as re-
serve and the amount, nature, and maturities of
the paper and other investments owned or held
by Federal reserve banks.

(2) To require any depository institution speci-
fied in this paragraph to make, at such intervals
as the Board may prescribe, such reports of its
liabilities and assets as the Board may deter-
mine to be necessary or desirable to enable the
Board to discharge its responsibility to monitor
and control monetary and credit aggregates.
Such reports shall be made (A) directly to the
Board in the case of member banks and in the
case of other depository institutions whose re-
serve requirements under sections 461, 463, 464,
465, and 466 of this title exceed zero, and (B) for
all other reports to the Board through the (i)
Federal Deposit Insurance Corporation in the
case of insured State nonmember banks, savings
banks, and mutual savings banks, (ii) National
Credit Union Administration Board in the case
of insured credit unions, (iii) the Director of the
Office of Thrift Supervision in the case of any
savings association which is an insured deposi-
tory institution (as defined in section 1813 of
this title) or which is a member as defined in
section 1422 of this title, and (iv) such State offi-
cer or agency as the Board may designate in the
case of any other type of bank, savings and loan
association, or credit union. The Board shall en-
deavor to avoid the imposition of unnecessary
burdens on reporting institutions and the dupli-
cation of other reporting requirements. Except
as otherwise required by law, any data provided
to any department, agency, or instrumentality
of the United States pursuant to other reporting
requirement shall be made available to the
Board. The Board may classify depository insti-
tutions for the purposes of this paragraph and
may impose different requirements on each such
class.

(b) Permitting or requiring rediscounting of
paper at specified rate

To permit, or, on the affirmative vote of at
least five members of the Board of Governors, to
require Federal reserve banks to rediscount the
discounted paper of other Federal reserve banks
at rates of interest to be fixed by the Board.

(c) Suspending reserve requirements

To suspend for a period not exceeding thirty
days, and from time to time to renew such sus-
pension for periods not exceeding fifteen days,
any reserve requirements specified in this chap-
ter.

(d) Supervising and regulating issue and retire-
ment of notes

To supervise and regulate through the Sec-
retary of the Treasury the issue and retirement
of Federal Reserve notes, except for the can-
cellation and destruction, and accounting with
respect to such cancellation and destruction, of
notes unfit for circulation, and to prescribe
rules and regulations under which such notes
may be delivered by the Secretary of the Treas-
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ury to the Federal Reserve agents applying
therefor.

(e) Adding to or reclassifying reserve cities

To add to the number of cities classified as re-
serve cities under existing law in which national
banking associations are subject to the reserve
requirements set forth in section 20 of this Act,
or to reclassify existing reserve cities or to ter-
minate their designation as such.

(f) Suspending or removing officers or directors
of reserve banks

To suspend or remove any officer or director
of any Federal reserve bank, the cause of such
removal to be forthwith communicated in writ-
ing by the Board of Governors of the Federal Re-
serve System to the removed officer or director
and to said bank.

(g) Requiring writing off of doubtful or worth-
less assets of banks

To require the writing off of doubtful or
worthless assets upon the books and balance
sheets of Federal reserve banks.

(h) Suspending operations of or liquidating or
reorganizing banks

To suspend, for the violation of any of the pro-
visions of this chapter, the operations of any
Federal reserve bank, to take possession there-
of, administer the same during the period of sus-
pension, and, when deemed advisable, to lia-
uidate or reorganize such bank.

(i) Requiring bonds of agents; safeguarding prop-
erty in hands of agents

To require bonds of Federal reserve agents, to
make regulations for the safeguarding of all col-
lateral, bonds, Federal reserve notes, money, or
property of any Kkind deposited in the hands of
such agents, and said board shall perform the
duties, functions, or services specified in this
chapter, and make all rules and regulations nec-
essary to enable said board effectively to per-
form the same.

(j) Exercising supervision over reserve banks

To exercise general supervision over said Fed-
eral reserve banks.

(k) Delegation of certain functions; power to
delegate; review of delegated activities

To delegate, by published order or rule and
subject to subchapter II of chapter 5, and chap-
ter 7, of title 5, any of its functions, other than
those relating to rulemaking or pertaining prin-
cipally to monetary and credit policies, to one
or more administrative law judges, members or
employees of the Board, or Federal Reserve
banks. The assignment of responsibility for the
performance of any function that the Board de-
termines to delegate shall be a function of the
Chairman. The Board shall, upon the vote of one
member, review action taken at a delegated
level within such time and in such manner as
the Board shall by rule prescribe.

() Employing attorneys, experts, assistants, and
clerks; salaries and fees

To employ such attorneys, experts, assistants,
clerks, or other employees as may be deemed
necessary to conduct the business of the board.
All salaries and fees shall be fixed in advance by
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said board and shall be paid in the same manner
as the salaries of the members of said board. All
such attorneys, experts, assistants, clerks, and
other employees shall be appointed without re-
gard to the provisions of the Act of January six-
teenth, eighteen hundred and eighty-three (vol-
ume twenty-two, United States Statutes at
Large, page four hundred and three), and amend-
ments thereto, or any rule or regulation made in
pursuance thereof: Provided, That nothing here-
in shall prevent the President from placing said
employees in the classified service.

(m) [Repealed]

(n) Board’s authority to examine depository in-
stitutions and affiliates

To examine, at the Board’s discretion, any de-
pository institution, and any affiliate of such
depository institution, in connection with any
advance to, any discount of any instrument for,
or any request for any such advance or discount
by, such depository institution under this chap-
ter.

(0) Authority to appoint conservator or receiver

The Board may appoint the Federal Deposit
Insurance Corporation as conservator or re-
ceiver for a State member bank under section
1821(c)(9) of this title.

(p) Authority

The Board may act in its own name and
through its own attorneys in enforcing any pro-
vision of this title,! regulations promulgated
hereunder, or any other law or regulation, or in
any action, suit, or proceeding to which the
Board is a party and which involves the Board’s
regulation or supervision of any bank, bank
holding company (as defined in section 1841 of
this title), or other entity, or the administration
of its operations.

(q) Uniform protection authority for Federal re-
serve facilities

(1) Notwithstanding any other provision of
law, to authorize personnel to act as law en-
forcement officers to protect and safeguard the
premises, grounds, property, personnel, includ-
ing members of the Board, of the Board, or any
Federal reserve bank, and operations conducted
by or on behalf of the Board or a reserve bank.

(2) The Board may, subject to the regulations
prescribed under paragraph (5), delegate author-
ity to a Federal reserve bank to authorize per-
sonnel to act as law enforcement officers to pro-
tect and safeguard the bank’s premises, grounds,
property, personnel, and operations conducted
by or on behalf of the bank.

(3) Law enforcement officers designated or au-
thorized by the Board or a reserve bank under
paragraph (1) or (2) are authorized while on duty
to carry firearms and make arrests without war-
rants for any offense against the United States
committed in their presence, or for any felony
cognizable under the laws of the United States
committed or being committed within the build-
ings and grounds of the Board or a reserve bank
if they have reasonable grounds to believe that
the person to be arrested has committed or is

1See References in Text note below.
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committing such a felony. Such officers shall
have access to law enforcement information
that may be necessary for the protection of the
property or personnel of the Board or a reserve
bank.

(4) For purposes of this subsection, the term
“law enforcement officers’> means personnel
who have successfully completed law enforce-
ment training and are authorized to carry fire-
arms and make arrests pursuant to this sub-
section.

(5) The law enforcement authorities provided
for in this subsection may be exercised only pur-
suant to regulations prescribed by the Board and
approved by the Attorney General.

(r) Voting; documentation of determinations

(1) Any action that this chapter provides may
be taken only upon the affirmative vote of 5
members of the Board may be taken upon the
unanimous vote of all members then in office if
there are fewer than 5 members in office at the
time of the action.

(2)(A) Any action that the Board is otherwise
authorized to take under the second paragraph
of section 343 of this title may be taken upon the
unanimous vote of all available members then in
office, if—

(i) at least 2 members are available and all
available members participate in the action;

(ii) the available members unanimously de-
termine that—

(I) unusual and exigent circumstances
exist and the borrower is unable to secure
adequate credit accommodations from other
sources;

(IT) action on the matter is necessary to
prevent, correct, or mitigate serious harm to
the economy or the stability of the financial
system of the United States;

(III) despite the use of all means available
(including all available telephonic, tele-
graphic, and other electronic means), the
other members of the Board have not been
able to be contacted on the matter; and

(IV) action on the matter is required be-
fore the number of Board members otherwise
required to vote on the matter can be con-
tacted through any available means (includ-
ing all available telephonic, telegraphic, and
other electronic means); and

(iii) any credit extended by a Federal reserve
bank pursuant to such action is payable upon
demand of the Board.

(B) The available members of the Board shall
document in writing the determinations re-
quired by subparagraph (A)(ii), and such written
findings shall be included in the record of the
action and in the official minutes of the Board,
and copies of such record shall be provided as
soon as practicable to the members of the Board
who were not available to participate in the ac-
tion and to the Chairman of the Committee on
Banking, Housing, and Urban Affairs of the Sen-
ate and to the Chairman of the Committee on
Financial Services of the House of Representa-
tives.

(Dec. 23, 1913, ch. 6, §11, 38 Stat. 261; Sept. 7, 1916,

ch. 461, 39 Stat. 752; Sept. 26, 1918, ch. 177, §2, 40
Stat. 968; Mar. 3, 1919, ch. 101, §3, 40 Stat. 1315;
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Feb. 27, 1921, ch. 75, 41 Stat. 1146; June 26, 1930,
ch. 612, 46 Stat. 814; Mar. 9, 1933, ch. 1, title I, §3,
48 Stat. 2; June 16, 1933, ch. 89, §7, 48 Stat. 167;
Aug. 23, 1935, ch. 614, title II, §203(a), title III,
§§321(a), 342, 49 Stat. 704, 713, 722; June 12, 1945,
ch. 186, §1(c), 59 Stat. 237; Pub. L. 86-114, §3(b)(6),
July 28, 1959, 73 Stat. 264; Pub. L. 86-251, §3(c),
Sept. 9, 1959, 73 Stat. 488; Pub. L. 87-722, §3, Sept.
28, 1962, 76 Stat. 670; Pub. L. 89-427, §2, May 20,
1966, 80 Stat. 161; Pub. L. 89-765, Nov. 5, 1966, 80
Stat. 1314; Pub. L. 90-269, §1, Mar. 18, 1968, 82
Stat. 50; Pub. L. 95-251, §2(a)(3), Mar. 27, 1978, 92
Stat. 183; Pub. L. 96-221, title I, §102, Mar. 31,
1980, 94 Stat. 132; Pub. L. 97-258, §5(b), Sept. 13,
1982, 96 Stat. 1068; Pub. L. 97-457, §17(b), Jan. 12,
1983, 96 Stat. 2509; Pub. L. 101-73, title VII,
§744(i)(1), Aug. 9, 1989, 103 Stat. 439; Pub. L.
102-242, title I, §§133(f), 142(c), Dec. 19, 1991, 105
Stat. 2273, 2281; Pub. L. 102-550, title XVI,
§1603(d)(9), Oct. 28, 1992, 106 Stat. 4080; Pub. L.
103-325, title III, §§322(d), 331(d), title VI,
§602(2)(2), Sept. 23, 1994, 108 Stat. 2227, 2232, 2293;
Pub. L. 106-102, title VII, §735, Nov. 12, 1999, 113
Stat. 1479; Pub. L. 107-56, title III, §364, Oct. 26,
2001, 115 Stat. 333; Pub. L. 107-297, title III, §301,
Nov. 26, 2002, 116 Stat. 2340.)

REFERENCES IN TEXT

Sections 461, 463, 464, 465, and 466 of this title, referred
to in subsec. (a)(2), was in the original ‘‘section 19 of
the Federal Reserve Act’. Provisions of section 19 re-
lating to reserve requirements are classified to the
cited sections. For complete classification of section 19
to the Code, see References in Text note set out under
section 461 of this title.

This chapter, referred to in subsecs. (c¢), (h), (i), (n),
and (r)(1), 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 References in Text note set
out under section 226 of this title and Tables.

Reference in subsec. (e) to ‘‘section 20 of this Act”
means section 20 of the Federal Reserve Act which is
not classified to the Code. Since section 20 does not set
forth any reserve requirements, section 19 of the Fed-
eral Reserve Act might have been intended. For provi-
sions of section 19 relating to reserve requirements, see
note above.

The Act of January sixteenth, eighteen hundred and
eighty-three, referred to in subsec. (I), is act Jan. 16,
1883, ch. 27, 22 Stat. 403, as amended, which enacted sec-
tion 42 of former Title 40, Public Buildings, Property,
and Works, and sections 632, 633, 635, 637, 638, and 640 to
642a of former Title 5, Executive Departments and Gov-
ernment Officers and Employees. For complete classi-
fication of this Act to the Code, see Tables. Section 42
of former Title 40 was repealed and reenacted as section
8165 of Title 40, Public Buildings, Property, and Works,
by Pub. L. 107-217, §§1, 6(b), Aug. 21, 2002, 116 Stat. 1062,
1304. The sections that were classified to former Title
5 were repealed by Pub. L. 89-554, §8(a), Sept. 6, 1966, 80
Stat. 632, the first section of which enacted Title 5,
Government Organization and Employees. For distribu-
tion of former sections of Title 5 into the revised Title
5, see table at the beginning of Title 5.

This title, referred to in subsec. (p), probably should
read ‘‘this Act’”, meaning act Dec. 23, 1913, ch. 6, 38
Stat. 251, as amended, known as the Federal Reserve
Act, which does not contain titles. 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.

The second paragraph of section 343 of this title, re-
ferred to in subsec. (r)(2)(A), was in the original ‘‘sec-
tion 13(3)”” meaning section 13(3) of the Federal Reserve
Act, which was translated as if it referred to the third
paragraph of section 13 of that Act to reflect the prob-
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able intent of Congress. Section 13 of the Federal Re-
serve Act does not contain a paragraph designated as
“(3)”,

CODIFICATION

In subsec. (k), ‘‘subchapter II of chapter 5, and chap-
ter 7, of title 5’ was substituted for ‘‘the Administra-
tive Procedure Act’’ on authority of section 7(b) of Pub.
L. 89-554, Sept. 6, 1966, 80 Stat. 631, the first section of
which enacted Title 5, Government Organization and
Employees.

Section is comprised of section 11 of act Dec. 23, 1913.
The fourteenth par. of section 16 of act Dec. 23, 1913,
which formerly constituted subsec. (0) of this section,
is now classified to section 248-1 of this title.

AMENDMENTS

2002—Subsec. (r). Pub. L. 107-297 added subsec. (1).

2001—Subsec. (q). Pub. L. 107-56 added subsec. (q).

1999—Subsec. (m). Pub. L. 106-102 substituted ‘‘[Re-
pealed]” for text of subsec. (m) which related to per-
centage of capital and surplus represented by loans to
be determined by the Federal Reserve Board.

1994—Subsec. (d). Pub. L. 103-325, §602(g)(2), sub-
stituted ‘‘Secretary of the Treasury’ for ‘‘bureau under
the charge of the Comptroller of the Currency’ before
‘‘the issue and retirement” and for ‘‘Comptroller’ be-
fore ‘‘to the Federal Reserve agents’’.

Subsec. (m). Pub. L. 103-325, §322(d), which directed
substitution of ‘‘15 percent’ for ‘10 percentum’ wher-
ever appearing, was executed by substituting ‘15 per-
cent” for ‘10 per centum’ in two places to reflect the
probable intent of Congress.

Subsec. (p). Pub. L. 103-325, §331(d), added subsec. (p).

1992—Subsecs. (0), (p). Pub. L. 102-550 redesignated
subsec. (p) as (0).

1991—Subsec. (n). Pub. L. 102-242, §142(c), which di-
rected addition of subsec. (n) at end of section, was exe-
cuted by adding subsec. (n) after subsec. (m). See Con-
struction of 1991 Amendment note below.

Subsec. (p). Pub. L. 102-242, §133(f), added subsec. (p).

1989—Subsec. (a)(2)(iii). Pub. L. 101-73 substituted
‘‘the Director of the Office of Thrift Supervision in the
case of any savings association which is an insured de-
pository institution (as defined in section 1813 of this
title)”’ for ‘‘Federal Home Loan Bank Board in the case
of any institution insured by the Federal Savings and
Loan Insurance Corporation’.

1983—Subsec. (m). Pub. L. 97-457 substituted ‘‘under
section 84(c)(4) of this title” for ‘“‘under paragraph (8) of
section 84 of this title” after ‘‘in the case of national
banks’.

1982—Subsec. (n). Pub. L. 97-258 struck out subsec. (n)
which provided that, whenever in the judgment of the
Secretary of the Treasury such action was necessary to
protect the currency system of the United States, the
Secretary of the Treasury, in his discretion, could re-
quire any or all individuals, partnerships, associations,
and corporations to pay and deliver to the Treasurer of
the United States any or all gold coin, gold bullion, and
gold certificates owned by such individuals, partner-
ships, associations, and corporations and that, upon re-
ceipt of such gold coin, gold bullion or gold certificates,
the Secretary of the Treasury would pay therefor an
equivalent amount of any other form of coin or cur-
rency coined or issued under the laws of the United
States.

1980—Subsec. (a). Pub. L. 96-221 designated existing
provisions as par. (1) and added par. (2).

1978—Subsec. (k). Pub. L. 95-251 substituted ‘‘admin-
istrative law judges’ for ‘‘hearing examiners’.

1968—Subsec. (c). Pub. L. 90-269 struck out require-
ments for establishment by the Board of Governors of
the Federal Reserve System of a graduated tax on the
deficiency in the gold reserve whenever the reserve
held against Federal Reserve notes fell below 25 percent
and for an automatic increase in the rates of interest
or discount fixed by the Board in an amount equal to
the graduated tax imposed.
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1966—Subsec. (d). Pub. L. 89-427 excepted the can-
cellation and destruction, and the accounting with re-
spect to the cancellation and destruction, of notes unfit
for circulation from the area of responsibility exercised
by the Board of Governors of the Federal Reserve Sys-
tem through the Bureau of the Comptroller of the Cur-
rency over the issue and retirement of Federal Reserve
notes.

Subsec. (k). Pub. L. 89-765 added subsec. (k). A former
subsec. (k) was repealed by Pub. L. 87-722, §3, Sept. 28,
1962, 76 Stat. 670.

1962—Subsec. (k). Pub. L. 87-722 repealed subsec. (k)
which related to the authority of the Board of Gov-
ernors of the Federal Reserve System to permit na-
tional banks to act as trustees, etc., and is now covered
by section 92a of this title.

1959—Subsec. (e). Pub. L. 86-114 substituted ‘‘reserve
cities” for ‘‘reserve and central reserve cities’ in two
places.

Subsec. (m). Pub. L. 86-251 struck out ‘“‘in the form of
notes’ after ‘“‘represented by obligations’ in proviso.

1945—Subsec. (c). Act June 12, 1945, substituted ‘25
per centum” for ‘40 per centum”, and ‘20 per centum”’
for ‘3214 per centum’ wherever appearing.

1935—Subsec. (k). Act Aug. 23, 1935, §342, amended last
sentence of third par.

Subsec. (m). Act Aug. 23, 1935, §321(a), inserted pro-
viso at end of first sentence.

1933—Subsec. (m). Act June 16, 1933, amended provi-
sions generally.

Subsec. (n). Act Mar. 9, 1933, added subsec. (n).

1930—Subsec. (k). Act June 26, 1930, added last par.

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.

TERMINATION DATE OF 2001 AMENDMENT

Amendments by title III of Pub. L. 107-56 to termi-
nate effective on and after the first day of fiscal year
2005 if Congress enacts a joint resolution that such
amendments no longer have the force of law, see sec-
tion 303 of Pub. L. 107-56, set out as a Four-Year Con-
gressional Review; Expedited Consideration note under
section 5311 of Title 31, Money and Finance.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-550 effective as if included
in the Federal Deposit Insurance Corporation Improve-
ment Act of 1991, Pub. L. 102-242, as of Dec. 19, 1991, ex-
cept that where amendment is to any provision of law
added or amended by Pub. L. 102-242 effective after Dec.
19, 1992, then amendment by Pub. L. 102-550 effective on
effective date of amendment by Pub. L. 102-242, see sec-
tion 1609 of Pub. L. 102-550, set out as a note under sec-
tion 191 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by section 133(f) of Pub. L. 102-242 effec-
tive 1 year after Dec. 19, 1991, see section 133(g) of Pub.
L. 102-242, set out as a note under section 191 of this
title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 108 of title I of Pub. L. 96-221 provided that:
“This title [enacting section 248a of this title, amend-
ing this section and sections 342, 347b, 355, 360, 412, 461,
463, 505, and 1425a of this title, and enacting provisions
set out as notes under sections 226 and 355 of this title]
shall take effect on the first day of the sixth month
which begins after the date of the enactment of this
title [Mar. 31, 1980], except that the amendments re-
garding sections 19(b)(7) and 19(b)(8)(D) of the Federal
Reserve Act [section 461(b)(7) and (b)(8)(D) of this title]
shall take effect on the date of enactment of this
title.”

EFFECTIVE DATE OF 1959 AMENDMENT

Amendment by Pub. L. 86-114 effective three years
after July 28, 1959, see section 3(b) of Pub. L. 86-114, set
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out as a Central Reserve and Reserve Cities note under
section 141 of this title.

CONSTRUCTION OF 1991 AMENDMENT

Section 1603(e)(2) of Pub. L. 102-550 provided that:
““The amendment made by section 142(c) of the Federal
Deposit Insurance Corporation Improvement Act of 1991
[Pub. L. 102-242] (adding a paragraph at the end of sec-
tion 11 of the Federal Reserve Act [this section]) shall
be considered to have been executed before the amend-
ment made by section 133(f) of the Federal Deposit In-
surance Corporation Improvement Act of 1991 [amend-
ing this section].”

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

EXECUTIVE ORDER NoO. 6359

Ex. Ord. No. 6359, Oct. 25, 1933, as amended by Ex. Ord.
No. 11825, Dec. 31, 1974, 40 F.R. 1003, which provided for
receipt on consignment of gold by the United States
mints and assay offices, was revoked by Ex. Ord. No.
12553, Feb. 25, 1986, 51 F.R. 7237.

EX. ORD. NO. 10547. INSPECTION OF STATISTICAL
TRANSCRIPT CARDS

Ex. Ord. No. 10547, July 27, 1954, 19 F.R. 4661, required
statistical transcript cards submitted with, or prepared
by the Internal Revenue Service from, corporation in-
come tax returns for the taxable years ending after
June 30, 1951, and before July 1, 1952, to be open to in-
spection by the Board of Governors of the Federal Re-
serve System as an aid in executing the powers con-
ferred upon such Board by this section, such inspection
to be in accordance and upon compliance with the rules
and regulations prescribed by the Secretary of the
Treasury in T.D. 6081, 19 F.R. 4666.

§248-1. Rules and regulations for transfer of
funds and charges therefor among banks;
clearing houses

The Board of Governors of the Federal Reserve
System shall make and promulgate from time to
time regulations governing the transfer of funds
and charges therefor among Federal reserve
banks and their branches, and may at its discre-
tion exercise the functions of a clearing house
for such Federal reserve banks, or may des-
ignate a Federal reserve bank to exercise such
functions, and may also require each such bank
to exercise the functions of a clearing house for
depository institutions.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 268; Aug.

23, 1935, ch. 614, §203(a), 49 Stat. 704; Pub. L.
96-221, title I, §105(d), Mar. 31, 1980, 94 Stat. 140.)

CODIFICATION

Section is comprised of fourteenth par. of section 16
of act Dec. 23, 1913, which was formerly classified to
section 248(o) of this title. 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 substituted ‘‘depository institu-
tions” for ‘‘its member banks’’.

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.

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-
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tion 108 of Pub. L. 96-221, set out as a note under sec-
tion 248 of this title.

§248a. Pricing of services

(a) Publication of pricing principles and pro-
posed schedule of fees; effective date of
schedule of fees

Not later than the first day of the sixth month
after March 31, 1980, the Board shall publish for
public comment a set of pricing principles in ac-
cordance with this section and a proposed sched-
ule of fees based upon those principles for Fed-
eral Reserve bank services to depository institu-
tions, and not later than the first day of the
eighteenth month after March 31, 1980, the
Board shall begin to put into effect a schedule of
fees for such services which is based on those
principles.

(b) Covered services

The services which shall be covered by the
schedule of fees under subsection (a) of this sec-
tion are—

(1) currency and coin services;

(2) check clearing and collection services;

(3) wire transfer services;

(4) automated clearinghouse services;

(b) settlement services;

(6) securities safekeeping services;

(7) Federal Reserve float; and

(8) any new services which the Federal Re-
serve System offers, including but not limited
to payment services to effectuate the elec-
tronic transfer of funds.

(c) Criteria applicable

The schedule of fees prescribed pursuant to
this section shall be based on the following prin-
ciples:

(1) All Federal Reserve bank services cov-
ered by the fee schedule shall be priced explic-
itly.

(2) All Federal Reserve bank services cov-
ered by the fee schedule shall be available to
nonmember depository institutions and such
services shall be priced at the same fee sched-
ule applicable to member banks, except that
nonmembers shall be subject to any other
terms, including a requirement of balances
sufficient for clearing purposes, that the
Board may determine are applicable to mem-
ber banks.

(3) Over the long run, fees shall be estab-
lished on the basis of all direct and indirect
costs actually incurred in providing the Fed-
eral Reserve services priced, including interest
on items credited prior to actual collection,
overhead, and an allocation of imputed costs
which takes into account the taxes that would
have been paid and the return on capital that
would have been provided had the services
been furnished by a private business firm, ex-
cept that the pricing principles shall give due
regard to competitive factors and the provi-
sion of an adequate level of such services na-
tionwide.

(4) Interest on items credited prior to collec-
tion shall be charged at the current rate appli-
cable in the market for Federal funds.

(d) Budgetary consequences of decline in volume
of services

The Board shall require reductions in the op-
erating budgets of the Federal Reserve banks
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commensurate with any actual or projected de-
cline in the volume of services to be provided by
such banks. The full amount of any savings so
realized shall be paid into the United States
Treasury.

(e) Parity in clearing

All depository institutions, as defined in sec-
tion 461(b)(1) of this title, may receive for de-
posit and as deposits any evidences of trans-
action accounts, as defined by section 461(b)(1)
of this title from other depository institutions,
as defined in section 461(b)(1) of this title or
from any office of any Federal Reserve bank
without regard to any Federal or State law re-
stricting the number or the physical location or
locations of such depository institutions.

(Dec. 23, 1913, ch. 6, §11A, as added Pub. L. 96-221,
title I, §107, Mar. 31, 1980, 94 Stat. 140; amended
Pub. L. 100-86, title VI, §612(a), Aug. 10, 1987, 101
Stat. 6562.)

AMENDMENTS
1987—Subsec. (e). Pub. L. 100-86 added subsec. (e).

EFFECTIVE DATE OF 1987 AMENDMENT

Section 612(b) of Pub. L. 100-86 provided that: ‘“‘The
amendment made by subsection (a) [amending this sec-
tion] shall take effect on the date of enactment of this
title [Aug. 10, 1987].”’

EFFECTIVE DATE

Section effective on first day of sixth month which
begins after Mar. 31, 1980, see section 108 of Pub. L.
96-221, set out as an Effective Date of 1980 Amendment
note under section 248 of this title.

§248b. Annual independent audits of Federal re-
serve banks and Board

The Board shall order an annual independent
audit of the financial statements of each Fed-
eral reserve bank and the Board.

(Dec. 23, 1913, ch. 6, §11B, as added Pub. L.
106-102, title VII, §726, Nov. 12, 1999, 113 Stat.
1475.)

§249. Repealed. Pub. L. 94-412, title V, §501(c),
Sept. 14, 1976, 90 Stat. 1258

Section, act Aug. 8, 1947, ch. 517, 61 Stat. 921, dealt
with regulation of consumer credit.

SAVINGS PROVISION

Repeal by Pub. L. 94412 not to affect any action
taken or proceeding pending at the time of repeal, see
section 501(h) of Pub. L. 94-412, set out as a note under
section 1601 of Title 50, War and National Defense.

§250. Independence of financial regulatory agen-
cies

No officer or agency of the United States shall
have any authority to require the Securities and
Exchange Commission, the Board of Governors
of the Federal Reserve System, the Federal De-
posit Insurance Corporation, the Comptroller of
the Currency, the Director of the Office of Thrift
Supervision, the Federal Housing Finance
Board, or the National Credit Union Administra-
tion to submit legislative recommendations, or
testimony, or comments on legislation, to any
officer or agency of the United States for ap-
proval, comments, or review, prior to the sub-
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mission of such recommendations, testimony, or
comments to the Congress if such recommenda-
tions, testimony, or comments to the Congress
include a statement indicating that the views
expressed therein are those of the agency sub-
mitting them and do not necessarily represent
the views of the President.

(Pub. L. 93-495, title I, §111, Oct. 28, 1974, 88 Stat.
1506; Pub. L. 103-325, title III, §331(a), Sept. 23,
1994, 108 Stat. 2232; Pub. L. 106-102, title VI,
§606(e)(2), Nov. 12, 1999, 113 Stat. 1455.)

CODIFICATION

Section was not enacted as part of the Federal Re-
serve Act which comprises this chapter.

AMENDMENTS

1999—Pub. L. 106-102 substituted ‘‘Director of the Of-
fice of Thrift Supervision, the Federal Housing Finance
Board,” for ‘‘Federal Home Loan Bank Board,”.

1994—Pub. L. 103-325 inserted ‘‘the Comptroller of the
Currency,” after ‘‘Federal Deposit Insurance Corpora-
tion,”’.

§251. Repealed. Pub. L. 104-208, div. A, title II,
§ 2224(a), Sept. 30, 1996, 110 Stat. 3009-415

Section, Pub. L. 102-242, title IV, §477, Dec. 19, 1991,
105 Stat. 2387; Pub. L. 102-550, title XVI, §1606(i)(3), Oct.
28, 1992, 106 Stat. 4089, required Board of Governors of
Federal Reserve System to collect and publish informa-
tion on availability of credit to small businesses.

§252. Credit availability assessment

(a) Study
(1) In general

Not later than 12 months after September 30,
1996, and once every 60 months thereafter, the
Board, in consultation with the Director of the
Office of Thrift Supervision, the Comptroller
of the Currency, the Board of Directors of the
Corporation, the Administrator of the Na-
tional Credit Union Administration, the Ad-
ministrator of the Small Business Administra-
tion, and the Secretary of Commerce, shall
conduct a study and submit a report to the
Congress detailing the extent of small busi-
ness lending by all creditors.

(2) Contents of study

The study required under paragraph (1) shall
identify, to the extent practicable, those fac-
tors which provide policymakers with insights
into the small business credit market, includ-
ing—

(A) the demand for small business credit,
including consideration of the impact of eco-
nomic cycles on the levels of such demand;

(B) the availability of credit to small busi-
nesses;

(C) the range of credit options available to
small businesses, such as those available
from insured depository institutions and
other providers of credit;

(D) the types of credit products used to fi-
nance small business operations, including
the use of traditional loans, leases, lines of
credit, home equity loans, credit cards, and
other sources of financing;

(BE) the credit needs of small businesses, in-
cluding, if appropriate, the extent to which
such needs differ, based upon product type,
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size of business, cash flow requirements,
characteristics of ownership or investors, or
other aspects of such business;

(F) the types of risks to creditors in pro-
viding credit to small businesses; and

(G) such other factors as the Board deems
appropriate.

(b) Use of existing data

The studies required by this section shall not
increase the regulatory or paperwork burden on
regulated financial institutions, other sources of
small business credit, or small businesses.

(Pub. L. 104-208, div. A, title II, §2227, Sept. 30,
1996, 110 Stat. 3009-417.)

CODIFICATION

Section was enacted as part of the Economic Growth
and Regulatory Paperwork Reduction Act of 1996, and
also as part of the Omnibus Consolidated Appropria-
tions Act, 1997, and not as part of the Federal Reserve
Act which comprises this chapter.

STUDY OF FINANCIAL MODERNIZATION’S EFFECT ON THE
ACCESSIBILITY OF SMALL BUSINESS AND FARM LOANS

Pub. L. 106-102, title I, §109, Nov. 12, 1999, 113 Stat.
1362, provided that:

‘“(a) STUDY.—The Secretary of the Treasury, in con-
sultation with the Federal banking agencies (as defined
in section 3(z) of the Federal Deposit Insurance Act [12
U.S.C. 1813(z)]), shall conduct a study of the extent to
which credit is being provided to and for small busi-
nesses and farms, as a result of this Act [see Tables for
classification] and the amendments made by this Act.

‘“(b) REPORT.—Before the end of the 5-year period be-
ginning on the date of the enactment of this Act [Nov.
12, 1999], the Secretary, in consultation with the Fed-
eral banking agencies, shall submit a report to the Con-
gress on the study conducted pursuant to subsection (a)
and shall include such recommendations as the Sec-
retary determines to be appropriate for administrative
and legislative action.”

DEFINITIONS

Section 2001(c) of title II of div. A of Pub. L. 104-208,
provided that: ‘‘Except as otherwise specified in this
title [see Tables for classification], the following defi-
nitions shall apply for purposes of this title:

‘(1) APPRAISAL SUBCOMMITTEE.—The term ‘Ap-
praisal Subcommittee’ means the Appraisal Sub-
committee established under section 1011 of the Fed-
eral Financial Institutions Examination Council Act
of 1978 [12 U.S.C. 3310] (as in existence on the day be-
fore the date of enactment of this Act [Sept. 30,
1996]).

“(2) APPROPRIATE FEDERAL BANKING AGENCY.—The
term ‘appropriate Federal banking agency’ has the
same meaning as in section 3 of the Federal Deposit
Insurance Act [12 U.S.C. 1813].

‘(3) BOARD.—The term ‘Board’ means the Board of
Governors of the Federal Reserve System.

‘“(4) CORPORATION.—The term ‘Corporation’ means
the Federal Deposit Insurance Corporation.

‘“(5) CouNnciL.—The term ‘Council’ means the Finan-
cial Institutions Examination Council established
under section 1004 of the Federal Financial Institu-
tions Examination Council Act of 1978 [12 U.S.C. 3303].

‘“(6) INSURED CREDIT UNION.—The term ‘insured cred-
it union’ has the same meaning as in section 101 of
the Federal Credit Union Act [12 U.S.C. 1752].

“(7) INSURED DEPOSITORY INSTITUTION.—The term
‘insured depository institution’ has the same mean-
ing as in section 3 of the Federal Deposit Insurance
Act.”
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SUBCHAPTER III—FEDERAL ADVISORY

COUNCIL
§261. Creation; membership; compensation;
meetings; officers; procedure; quorum; va-
cancies

There is created a Federal Advisory Council,
which shall consist of as many members as there
are Federal reserve districts. Each Federal re-
serve bank by its board of directors shall annu-
ally select from its own Federal reserve district
one member of said council, who shall receive
such compensation and allowances as may be
fixed by his board of directors subject to the ap-
proval of the Board of Governors of the Federal
Reserve System. The meetings of said advisory
council shall be held at Washington, District of
Columbia, at least four times each year, and
oftener if called by the Board of Governors of
the Federal Reserve System. The council may in
addition to the meetings above provided for hold
such other meetings in Washington, District of
Columbia, or elsewhere, as it may deem nec-
essary, may select its own officers and adopt its
own methods of procedure, and a majority of its
members shall constitute a quorum for the
transaction of business. Vacancies in the council
shall be filled by the respective reserve banks,
and members selected to fill vacancies shall
serve for the unexpired term.

(Dec. 23, 1913, ch. 6, §12 (par.), 38 Stat. 263; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of first par. of section 12 of act
Dec. 23, 1913. Second par. of section 12 is classified to
section 262 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.

§262. Powers

The Federal Advisory Council shall have
power, by itself or through its officers, (1) to
confer directly with the Board of Governors of
the Federal Reserve System on general business
conditions; (2) to make oral or written represen-
tations concerning matters within the jurisdic-
tion of said board; (3) to call for information and
to make recommendations in regard to discount
rates, rediscount business, note issues, reserve
conditions in the various districts, the purchase
and sale of gold or securities by reserve banks,
open-market operations by said banks, and the
general affairs of the reserve banking system.

(Dec. 23, 1913, ch. 6, §12 (par.), 38 Stat. 263; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704.)
CODIFICATION

Section is comprised of second par. of section 12 of
act Dec. 23, 1913. First par. of section 12 is classified to
section 261 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.
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SUBCHAPTER IV—FEDERAL OPEN MARKET
COMMITTEE

§263. Federal Open Market Committee; creation;
membership; regulations governing open-
market transactions

(a) There is hereby created a Federal Open
Market Committee (hereinafter referred to as
the ‘““‘Committee’’), which shall consist of the
members of the Board of Governors of the Fed-
eral Reserve System and five representatives of
the Federal Reserve banks to be selected as
hereinafter provided. Such representatives shall
be presidents or first vice presidents of Federal
Reserve banks and, beginning with the election
for the term commencing March 1, 1943, shall be
elected annually as follows: One by the board of
directors of the Federal Reserve Bank of New
York, one by the boards of directors of the Fed-
eral Reserve Banks of Boston, Philadelphia, and
Richmond, one by the boards of directors of the
Federal Reserve Banks of Cleveland and Chi-
cago, one by the boards of directors of the Fed-
eral Reserve Banks of Atlanta, Dallas, and St.
Louis, and one by the boards of directors of the
Federal Reserve Banks of Minneapolis, Kansas
City, and San Francisco. In such elections each
board of directors shall have one vote; and the
details of such elections may be governed by
regulations prescribed by the committee, which
may be amended from time to time. An alter-
nate to serve in the absence of each such rep-
resentative shall likewise be a president or first
vice president of a Federal Reserve bank and
shall be elected annually in the same manner.
The meetings of said Committee shall be held at
Washington, District of Columbia, at least four
times each year upon the call of the chairman of
the Board of Governors of the Federal Reserve
System or at the request of any three members
of the Committee.

(b) No Federal Reserve bank shall engage or
decline to engage in open-market operations
under sections 348a and 353 to 359 of this title ex-
cept in accordance with the direction of and reg-
ulations adopted by the Committee. The Com-
mittee shall consider, adopt, and transmit to
the several Federal Reserve banks, regulations
relating to the open-market transactions of
such banks.

(c) The time, character, and volume of all pur-
chases and sales of paper described in sections
348a and 353 to 359 of this title as eligible for
open-market operations shall be governed with a
view to accommodating commerce and business
and with regard to their bearing upon the gen-
eral credit situation of the country.

(Dec. 23, 1913, ch. 6, §12A, as added June 16, 1933,
ch. 89, §8, 48 Stat. 168; amended Aug. 23, 1935, ch.
614, title II, §205, 49 Stat. 705; July 7, 1942, ch.
488, §1, 56 Stat. 647.)

AMENDMENTS

1942—Subsec. (a). Act July 7, 1942, substituted second,
third, and fourth sentences for former second and third
sentences.

1935—Act Aug. 23, 1935, amended provisions relating
to membership in subsec. (a), substituted ‘“Committee”’
for ‘“Federal Reserve Board” and ‘‘Board” in subsec.
(b), and omitted subsec. (d).
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SUBCHAPTER V—FEDERAL DEPOSIT
INSURANCE CORPORATION

§ 264. Transferred
CODIFICATION

Section, act Dec. 23, 1913, ch. 6, §12B, as added June
16, 1933, ch. 89, §8, 48 Stat. 168; amended June 16, 1934,
ch. 546, §1 (1)—(10), 48 Stat. 969, 970; June 28, 1935, ch. 335,
49 Stat. 435; Aug. 23, 1935, ch. 614, title I, §101, 49 Stat.
684; Apr. 21, 1936, ch. 244, 49 Stat. 1237; May 25, 1938, ch.
276, 52 Stat. 442; June 16, 1938, ch. 489, 52 Stat. 767; June
20, 1939, ch. 214, §2, 53 Stat. 842; Apr. 13, 1943, ch. 62, §1,
57 Stat. 65; Aug. 5, 1947, ch. 492, §§2, 4, 61 Stat. 773; June
25, 1948, ch. 645, §21, 62 Stat. 862; Oct. 15, 1949, ch. 695,
§4, 63 Stat. 880; Aug. 17, 1950, ch. 729, §§5-7, 64 Stat. 457,
relating to the Federal Deposit Insurance Corporation,
was withdrawn from the Federal Reserve Act and made
a separate act to be known as the Federal Deposit In-
surance Act, by section 1 of act Sept. 21, 1950, ch. 967,
64 Stat. 873. The Federal Deposit Insurance Act is clas-
sified to chapter 16 (§1811 et seq.) of this title.

§265. Insured banks as depositaries of public
money; duties; security; discrimination be-
tween banks prohibited; repeal of inconsist-
ent laws

All insured banks designated for that purpose
by the Secretary of the Treasury shall be deposi-
taries of public money of the United States (in-
cluding, without being limited to, revenues and
funds of the United States, and any funds the de-
posit of which is subject to the control or regu-
lation of the United States or any of its officers,
agents, or employees, and Postal Savings funds),
and the Secretary is authorized to deposit public
money in such depositaries, under such regula-
tions as may be prescribed by the Secretary; and
they may also be employed as financial agents
of the Government; and they shall perform all
such reasonable duties, as depositaries of public
money and financial agents of the Government
as may be required of them. The Secretary of
the Treasury shall require of the insured banks
thus designated satisfactory security by the de-
posit of United States bonds or otherwise, for
the safekeeping and prompt payment of public
money deposited with them and for the faithful
performance of their duties as financial agents
of the Government: Provided, That no such secu-
rity shall be required for the safekeeping and
prompt payment of such parts of the deposits of
the public money in such banks as are insured
deposits and each officer, employee, or agent of
the United States having official custody of pub-
lic funds and lawfully depositing the same in an
insured bank shall, for the purpose of determin-
ing the amount of the insured deposits, be
deemed a depositor in such custodial capacity
separate and distinct from any other officer, em-
ployee, or agent of the United States having of-
ficial custody of public funds and lawfully depos-
iting the same in the same insured bank in cus-
todial capacity. Notwithstanding any other pro-
vision of law, no department, board, agency, in-
strumentality, officer, employee, or agent of the
United States shall issue or permit to continue
in effect any regulations, rulings, or instruc-
tions or enter into or approve any contracts or
perform any other acts having to do with the de-
posit, disbursement, or expenditure of public
funds, or the deposit, custody, or advance of
funds subject to the control of the United States
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as trustee or otherwise which shall discriminate
against or prefer national banking associations,
State banks members of the Federal Reserve
System, or insured banks not members of the
Federal Reserve System, by class, or which shall
require those enjoying the benefits, directly or
indirectly, of disbursed public funds so to dis-
criminate. All Acts or parts thereof in conflict
herewith are repealed. The terms ‘‘insured
bank” and ‘‘insured deposit’’ as used in this sec-
tion shall be construed according to the defini-
tions of such terms in section 1813 of this title.

(June 11, 1942, ch. 404, §10, 56 Stat. 356; Sept. 3,
1954, ch. 1263, §26, 68 Stat. 1235.)

CODIFICATION

Section was formerly classified to section 1110 of the
Appendix to Title 50, War and National Defense.

AMENDMENTS

1954—Act Sept. 3, 1954, substituted ‘‘section 1813 for
‘“‘section 264" in last sentence.

§266. State-chartered banks and other institu-
tions as depositaries of public money; fiscal
agents; duties

Banks, savings banks, and savings and loan,
building and loan, homestead associations (in-
cluding cooperative banks), and credit unions
created under the laws of any State and the de-
posits or accounts of which are insured by a
State or agency thereof or corporation char-
tered pursuant to the laws of any State may be
depositaries of public money and may be em-
ployed as fiscal agents of the United States. The
Secretary of the Treasury is authorized to de-
posit public money in any such institution, and
shall prescribe such regulations as may be nec-
essary to enable such institutions to become de-
positaries of public money and fiscal agents of
the United States. Each such institution shall
perform all such reasonable duties as depositary
of public money and fiscal agent of the United
States as may be required of it including serv-
ices in connection with the collection of taxes
and other obligations owed the United States.

(Pub. L. 95-147, §2(d), Oct. 28, 1977, 91 Stat. 1228.)
CODIFICATION

Section was not enacted as part of the Federal Re-
serve Act, which comprises this chapter.

SUBCHAPTER VI—CAPITAL AND STOCK OF
FEDERAL RESERVE BANKS; DIVIDENDS
AND EARNINGS

§281. Capital

No Federal reserve bank shall commence busi-
ness with a subscribed capital less than
$4,000,000.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 253.)

§282. Subscription to capital stock by national
banking association

Every national banking association within
each Federal reserve district shall be required to
subscribe to the capital stock of the Federal re-
serve bank for that district in a sum equal to 6
per centum of the paid-up capital stock and sur-
plus of such bank, one-sixth of the subscription
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to be payable on call of the Board of Governors
of the Federal Reserve System, one-sixth within
three months and one-sixth within six months
thereafter, and the remainder of the subscrip-
tion, or any part thereof, shall be subject to call
when deemed necessary by the Board, said pay-
ments to be in gold or gold certificates.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 2562; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)

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.

§283. Public subscription to capital stock

No individual, copartnership, or corporation
other than a member bank of its district shall
be permitted to subscribe for or to hold at any
time more than $25,000 par value of stock in any
Federal reserve bank. Such stock shall be
known as public stock and may be transferred
on the books of the Federal reserve bank by the
chairman of the board of directors of such bank.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 253.)
§ 284. Omitted

CODIFICATION

Section, act Dec. 23, 1913, ch. 6, §2, 38 Stat. 251, was
omitted as obsolete pursuant to a communication from
the Board of Governors of the Federal Reserve System
dated Mar. 7, 1941, which stated ‘‘As originally enacted
the Federal Reserve Act provided for a Reserve Bank
Organization Committee to have charge of the initial
steps in organizing the Federal Reserve System and
this Committee was authorized to allot Federal Re-
serve Bank stock to the United States in the event that
subscriptions to such stock by banks and by the public
were inadequate. However, subscriptions by member
banks were adequate and there was no necessity or au-
thority for the allocation of any stock to the United
States. Accordingly, [this section] is now of no prac-
tical effect, and may be regarded as obsolete.”

§285. Nonvoting stock

Stock not held by member banks shall not be
entitled to voting power.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 253.)

§286. Transfers of stock; rules and regulations

The Board of Governors of the Federal Reserve
System is empowered to adopt and promulgate
rules and regulations governing the transfers of
said stock.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 2563; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)

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.

§287. Value of shares of stock; increase and de-
crease of stock; member banks as sharehold-
ers; surrender of shares

The capital stock of each Federal reserve bank
shall be divided into shares of $100 each. The
outstanding capital stock shall be increased
from time to time as member banks increase
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their capital stock and surplus or as additional
banks become members, and may be decreased
as member banks reduce their capital stock or
surplus or cease to be members. Shares of the
capital stock of Federal reserve banks owned by
member banks shall not be transferred or hy-
pothecated. When a member bank increases its
capital stock or surplus, it shall thereupon sub-
scribe for an additional amount of capital stock
of the Federal reserve bank of its district equal
to 6 per centum of the said increase, one-half of
said subscription to be paid in the manner here-
inbefore provided for original subscription, and
one-half subject to call of the Board of Gov-
ernors of the Federal Reserve System. A bank
applying for stock in a Federal reserve bank at
any time after the organization thereof must
subscribe for an amount of the capital stock of
the Federal reserve bank equal to 6 per centum
of the paid-up capital stock and surplus of said
applicant bank, paying therefor its par value
plus one-half of 1 per centum a month from the
period of the last dividend. When a member
bank reduces its capital stock or surplus it shall
surrender a proportionate amount of its hold-
ings in the capital stock of said Federal Reserve
bank. Any member bank which holds capital
stock of a Federal Reserve bank in excess of the
amount required on the basis of 6 per centum of
its paid-up capital stock and surplus shall sur-
render such excess stock. When a member bank
voluntarily liquidates it shall surrender all of
its holdings of the capital stock of said Federal
Reserve bank and be released from its stock sub-
scription not previously called. In any such case
the shares surrendered shall be canceled and the
member bank shall receive in payment therefor,
under regulations to be prescribed by the Board
of Governors of the Federal Reserve System, a
sum equal to its cash-paid subscriptions on the
shares surrendered and one-half of 1 per centum
a month from the period of the last dividend not
to exceed the book value thereof, less any liabil-
ity of such member bank to the Federal Reserve
bank.

(Dec. 23, 1913, ch. 6, §5, 38 Stat. 257; Aug. 23, 1935,
ch. 614, title II, §203(a), title III, §319(a), 49 Stat.
704, 713.)

AMENDMENTS

1935—Act Aug. 23, 1935, §319(a), amended last four sen-
tences.

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.

§ 288. Cancellation of stock held by member bank
on insolvency or discontinuance of banking
operations for sixty days; repayment of cash-
paid subscriptions

If any member bank shall be declared insol-
vent and a receiver appointed therefor, the
stock held by it in said Federal reserve bank
shall be canceled, without impairment of its li-
ability, and all cash-paid subscriptions on said
stock, with one-half of 1 per centum per month
from the period of last dividend, if earned, not
to exceed the book value thereof, shall be first
applied to all debts of the insolvent member
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bank to the Federal reserve bank, and the bal-
ance, if any, shall be paid to the receiver of the
insolvent bank.

If any national bank which has not gone into
liquidation as provided in section 181 of this
title, and for which a receiver has not already
been appointed for other lawful cause, shall dis-
continue its banking operations for a period of
sixty days the Comptroller of the Currency may,
if he deems it advisable, appoint a receiver for
such bank. The stock held by the said national
bank in the Federal reserve bank of its district
shall thereupon be canceled and said national
bank shall receive in payment therefor, under
regulations to be prescribed by the Board of
Governors of the Federal Reserve System, a sum
equal to its cash-paid subscriptions on the
shares canceled and one-half of 1 per centum a
month from the period of the last dividend, if
earned, not to exceed the book value thereof,
less any liability of such national bank to the
Federal reserve bank.

(Dec. 23, 1913, ch. 6, §6, 38 Stat. 258; Apr. 23, 1930,
ch. 207, §1, 46 Stat. 250; Aug. 23, 1935, ch. 614, title
II, §203(a), title III, §319(b), 49 Stat. 704, 713.)

AMENDMENTS

1935—Act Aug. 23, 1935, §319(b), struck out provision
requiring execution of certificate of reduction of cap-
ital stock.

1930—Act Apr. 23, 1930, among other changes, added
second par.

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.

§289. Dividends and surplus funds of reserve
banks; transfer for fiscal year 2000
(a) Dividends and surplus funds of reserve banks
(1) Stockholder dividends
(A) In general
After all necessary expenses of a Federal
reserve bank have been paid or provided for,
the stockholders of the bank shall be enti-
tled to receive an annual dividend of 6 per-
cent on paid-in capital stock.
(B) Dividend cumulative
The entitlement to dividends under sub-
paragraph (A) shall be cumulative.
(2) Deposit of net earnings in surplus fund
That portion of net earnings of each Federal
reserve bank which remains after dividend
claims under paragraph (1)(A) have been fully
met shall be deposited in the surplus fund of
the bank.

(b) ! Transfer for fiscal year 2000
(1) In general

The Federal reserve banks shall transfer
from the surplus funds of such banks to the

1See Codification note below.
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Board of Governors of the Federal Reserve
System for transfer to the Secretary of the
Treasury for deposit in the general fund of the
Treasury, a total amount of $3,752,000,000 in
fiscal year 2000.

(2) Allocated by Fed

Of the total amount required to be paid by
the Federal reserve banks under paragraph (1)
for fiscal year 2000, the Board shall determine
the amount each such bank shall pay in such
fiscal year.

(3) Replenishment of surplus fund prohibited

During fiscal year 2000, no Federal reserve
bank may replenish such bank’s surplus fund
by the amount of any transfer by such bank
under paragraph (1).

(Dec. 23, 1913, ch. 6, §7(a), (b), 38 Stat. 258; Mar.
3, 1919, ch. 101, §1, 40 Stat. 1314; June 16, 1933, ch.
89, §4, 48 Stat. 163; Pub. L. 103-66, title III,
§3002(a), Aug. 10, 1993, 107 Stat. 337, Pub. L.
103-325, title VI, §602(d), Sept. 23, 1994, 108 Stat.
2291; Pub. L. 106-113, div. B, §1000(a)(5) [title III,
§302], Nov. 29, 1999, 113 Stat. 15636, 1501A-304.)

CODIFICATION

Section is comprised of subsec. (a) [formerly first un-
designated par.] of section 7 of act Dec. 23, 1913, and
subsec. (b) [enacted by Pub. L. 106-113, div. B,
§1000(a)(5) [title III, §302(2)], Nov. 29, 1999, 113 Stat. 1536,
1501A-304] of section 7. Another subsec. (b) of section 7
is classified to section 290 of this title. Subsec. (c¢) of
section 7 is classified to section 531 of this title.

AMENDMENTS

1999—Subsec. (a)(3). Pub. L. 106-113, §1000(a)(5) [title
III, §302(1)], struck out heading and text of par. (3).
Text read as follows: ‘‘During fiscal years 1997 and 1998,
any amount in the surplus fund of any Federal reserve
bank in excess of the amount equal to 3 percent of the
total paid-in capital and surplus of the member banks
of such bank shall be transferred to the Board for
transfer to the Secretary of the Treasury for deposit in
the general fund of the Treasury.”’

Subsec. (b). Pub. L. 106-113, §1000(a)(5) [title III,
§302(2)], added subsec. (b).

1994—Par. (1)(B). Pub. L. 103-325, §602(d)(1), inserted
“(A)” after ‘‘subparagraph’.

Par. (2). Pub. L. 103-325, §602(d)(2), substituted ‘‘para-
graph (1)(A)” for ‘‘subparagraph (A)”’.

1993—Pub. L. 103-66 inserted section catchline and
amended section generally. Prior to amendment, sec-
tion read as follows: ‘‘After all necessary expenses of a
Federal reserve bank shall have been paid or provided
for, the stockholders shall be entitled to receive an an-
nual dividend of 6 per centum on the paid-in capital
stock, which dividend shall be cumulative. After the
aforesaid dividend claims have been fully met, the net
earnings shall be paid into the surplus fund of the Fed-
eral reserve bank.”

1933—Act June 16, 1933, provided that net earnings
shall be paid into surplus instead of to the United
States as a franchise tax.

EFFECTIVE DATE OF 1933 AMENDMENT

Section 4 of act June 16, 1933, provided that the
amendment made by that section is effective July 1,
1932.

ADDITIONAL TRANSFERS FOR FISCAL YEARS 1997 AND
1998

Pub. L. 103-66, title III, §3002(b), Aug. 10, 1993, 107
Stat. 337, provided that:

‘(1) IN GENERAL.—In addition to the amounts re-
quired to be transferred from the surplus funds of the
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Federal reserve banks pursuant to section 7(a)(3) of the
Federal Reserve Act [former 12 U.S.C. 289(a)(3)], the
Federal reserve banks shall transfer from such surplus
funds to the Board of Governors of the Federal Reserve
System for transfer to the Secretary of the Treasury
for deposit in the general fund of the Treasury, a total
amount of $106,000,000 in fiscal year 1997 and a total
amount of $107,000,000 in fiscal year 1998.

“(2) ALLOCATION BY FED.—Of the total amount re-
quired to be paid by the Federal reserve banks under
paragraph (1) for fiscal year 1997 or 1998, the Board of
Governors of the Federal Reserve System shall deter-
mine the amount each such bank shall pay in such fis-
cal year.

*(3) REPLENISHMENT OF SURPLUS FUND PROHIBITED.—
No Federal reserve bank may replenish such bank’s
surplus fund by the amount of any transfer by such
bank under paragraph (1) during fiscal years 1997 and
1998.”

§290. Use of earnings transferred to Treasury

The net earnings derived by the United States
from Federal reserve banks shall, in the discre-
tion of the Secretary, be used to supplement the
gold reserve held against outstanding United
States notes, or shall be applied to the reduction
of the outstanding bonded indebtedness of the
United States under regulations to be prescribed
by the Secretary of the Treasury. Should a Fed-
eral reserve bank be dissolved or go into liquida-
tion, any surplus remaining, after the payment
of all debts, dividend requirements as herein-
before provided, and the par value of the stock,
shall be paid to and become the property of the
United States and shall be similarly applied.

(Dec. 23, 1913, ch. 6, §7(b), 38 Stat. 258, Pub. L.
103-66, title III, §3002(c)(1), Aug. 10, 1993, 107
Stat. 337.)

CODIFICATION

Section is comprised of subsec. (b) [formerly second
undesignated par.] of section 7 of act Dec. 23, 1913. Sub-
sec. (a) and another subsec. (b) [enacted by Pub. L.
106-113, div. B, §1000(a)(5) [title III, §302(2)], Nov. 29,
1999, 113 Stat. 1536, 1501A-304] of section 7 are classified
to section 289 of this title. Subsec. (c) of section 7 is
classified to section 531 of this title.

AMENDMENTS
1993—Pub. L. 103-66 inserted section catchline.

SUBCHAPTER VII-DIRECTORS OF FED-
ERAL RESERVE BANKS; RESERVE
AGENTS AND ASSISTANTS

§301. Powers and duties of board of directors;
suspension of member bank for undue use of
bank credit

Every Federal reserve bank shall be conducted
under the supervision and control of a board of
directors.

The board of directors shall perform the duties
usually appertaining to the office of directors of
banking associations and all such duties as are
prescribed by law.

Said board of directors shall administer the af-
fairs of said bank fairly and impartially and
without discrimination in favor of or against
any member bank or banks and may, subject to
the provisions of law and the orders of the Board
of Governors of the Federal Reserve System, ex-
tend to each member bank such discounts, ad-
vancements, and accommodations as may be

TITLE 12—BANKS AND BANKING

§302

safely and reasonably made with due regard for
the claims and demands of other members
banks, the maintenance of sound credit condi-
tions, and the accommodation of commerce, in-
dustry, and agriculture. The Board of Governors
of the Federal Reserve System may prescribe
regulations further defining within the limita-
tions of this chapter the conditions under which
discounts, advancements, and the accommoda-
tions may be extended to member banks. Each
Federal reserve bank shall keep itself informed
of the general character and amount of the
loans and investments of its member banks with
a view to ascertaining whether undue use is
being made of bank credit for the speculative
carrying of or trading in securities, real estate,
or commodities, or for any other purpose incon-
sistent with the maintenance of sound credit
conditions; and, in determining whether to
grant or refuse advances, rediscounts, or other
credit accommodations, the Federal reserve
bank shall give consideration to such informa-
tion. The chairman of the Federal reserve bank
shall report to the Board of Governors of the
Federal Reserve System any such undue use of
bank credit by any member bank, together with
his recommendation. Whenever, in the judgment
of the Board of Governors of the Federal Reserve
System, any member bank is making such
undue use of bank credit, the Board may, in its
discretion, after reasonable notice and an oppor-
tunity for a hearing, suspend such bank from
the use of the credit facilities of the Federal Re-
serve System and may terminate such suspen-
sion or may renew it from time to time.

(Dec. 23, 1913, ch. 6, §4 (pars.), 38 Stat. 255; June
16, 1933, ch. 89, §3(a), 48 Stat. 163; Aug. 23, 1935,
ch. 614, title II, §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 comprised of pars. 6 to 8 of section 4 of act
Dec. 23, 1913.

Pars. 1 to 3 and 25 of section 4 were omitted from the
code as executed.

Pars. 4 and 5, 9 to 12, 13 to 15, 16 to 21, 22, 24, and 26
of section 4, and par. 23 of section 4 as added June 21,
1917, ch. 32, §2, 40, Stat. 232, are classified to sections
341, 302, 303, 304, 305, 307, 308, and 306, respectively, of
this title.

AMENDMENTS

1933—Act June 16, 1933, among other changes, added
all after first sentence in third par.

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.

§ 302. Number of members; classes

Such board of directors shall be selected as
hereinafter specified and shall consist of nine
members, holding office for three years, and di-
vided into three classes, designated as classes A,
B, and C.
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Class A shall consist of three members, with-
out discrimination on the basis of race, creed,
color, sex, or national origin, who shall be cho-
sen by and be representative of the stockholding
banks.

Class B shall consist of three members, who
shall represent the public and shall be elected
without discrimination on the basis of race,
creed, color, sex, or national origin, and with
due but not exclusive consideration to the inter-
ests of agriculture, commerce, industry, serv-
ices, labor, and consumers.

Class C shall consist of three members who
shall be designated by the Board of Governors of
the Federal Reserve System. They shall be
elected to represent the public, without dis-
crimination on the basis of race, creed, color,
sex, or national origin, and with due but not ex-
clusive consideration to the interests of agri-
culture, commerce, industry, services, labor,
and consumers.

(Dec. 23, 1913, ch. 6, §4 (pars.), 38 Stat. 2565; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704; Pub.
L. 95-188, title II, §202, Nov. 16, 1977, 91 Stat.
13817.)

CODIFICATION

Section is comprised of pars. 9 to 12 of section 4 of act
Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

Provisions of section which related to appointment of
Class C directors when the necessary subscriptions to
the capital stock have been obtained for the organiza-
tion of any Federal Reserve Bank and which required
the organization committee to exercise the powers and
duties appertaining to the office of chairman in the or-
ganization of such Federal Reserve Bank pending the
designation of a chairman, were omitted as obsolete.

Another section 202 of Pub. L. 95-188 enacted section
22ba of this title.

AMENDMENTS

1977—Second par. Pub. L. 95-188, §202(a), required
Class A members to be chosen without discrimination
on the basis of race, creed, color, sex or national origin.

Third par. Pub. L. 95-188, §202(b), substituted require-
ment that Class B members represent the public and be
elected without discrimination on the basis of race,
creed, color, sex, or national origin, and with due but
not exclusive consideration to the interests of agri-
culture, commerce, industry, services, labor, and con-
sumers for prior requirement that such Class B mem-
bers, at the time of their election, be actively engaged
in their district in commerce, agriculture or some
other industrial pursuit.

Fourth par. Pub. L. 95-188, §202(c), required Class C
members to be elected to represent the public, without
discrimination on the basis of race, creed, color, sex, or
national origin, and with due but not exclusive consid-
eration to the interests of agriculture, commerce, in-
dustry, services, labor, and consumers.

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.

§303. Qualifications and disabilities

No Senator or Representative in Congress
shall be a member of the Board of Governors of
the Federal Reserve System or an officer or a di-
rector of a Federal reserve bank.

No director of class B shall be an officer, direc-
tor, or employee of any bank.
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No director of class C shall be an officer, direc-
tor, employee, or stockholder of any bank.

(Dec. 23, 1913, ch. 6, §4 (pars.), 38 Stat. 255; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704.)
CODIFICATION
Section is comprised of pars. 13 to 15 of section 4 of
act Dec. 23, 1913. For classification to this title of other

pars. of section 4, see Codification note set out under
section 301 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.

§ 304. Class A and class B directors; selection

Directors of class A and class B shall be cho-
sen in the following manner: The Board of Gov-
ernors of the Federal Reserve System shall clas-
sify the member banks of the district into three
general groups or divisions designating each
group by number. Each group shall consist as
nearly as may be of banks of similar capitaliza-
tion. Each member bank shall be permitted to
nominate to the chairman of the board of direc-
tors of the Federal reserve bank of the district
one candidate for director of class A and one
candidate for director of class B. The candidates
so nominated shall be listed by the chairman,
indicating by whom nominated, and a copy of
said list shall, within fifteen days after its com-
pletion, be furnished by the chairman to each
member bank. Each member bank by a resolu-
tion of the board or by an amendment to its by-
laws shall authorize its president, cashier, or
some other officer to cast the vote of the mem-
ber bank in the elections of class A and class B
directors: Provided, That whenever any member
banks within the same Federal Reserve district
are subsidiaries of the same bank holding com-
pany within the meaning of the Bank Holding
Company Act of 1956 [12 U.S.C. 1841 et seq.], par-
ticipation in any such nomination or election by
such member banks, including such bank hold-
ing company if it is also a member bank, shall
be confined to one of such banks, which may be
designated for the purpose by such holding com-
pany.

Within fifteen days after receipt of the list of
candidates the duly authorized officer of a mem-
ber bank shall certify to the chairman his first,
second, and other choices for director of class A
and class B, respectively, upon a preferential
ballot upon a form furnished by the chairman of
the board of directors of the Federal reserve
bank of the district. Each such officer shall
make a cross opposite the name of the first, sec-
ond, and other choices for a director of class A
and for a director of class B, but shall not vote
more than one choice for any one candidate. No
officer or director of a member bank shall be eli-
gible to serve as a class A director unless nomi-
nated and elected by banks which are members
of the same group as the member bank of which
he is an officer or director.

Any person who is an officer or director of
more than one member bank shall not be eligi-
ble for nomination as a class A director except
by banks in the same group as the bank having
the largest aggregate resources of any of those
of which such person is an officer or director.
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Any candidate having a majority of all votes
cast in the column of first choice shall be de-
clared elected. If no candidate have a majority
of all the votes in the first column, then there
shall be added together the votes cast by the
electors for such candidates in the second col-
umn and the votes cast for the several can-
didates in the first column. The candidate then
having a majority of the electors voting and the
highest number of combined votes shall be de-
clared elected. If no candidate have a majority
of electors voting and the highest number of
votes when the first and second choices shall
have been added, then the votes cast in the third
column for other choices shall be added together
in like manner, and the candidate then having
the highest number of votes shall be declared
elected. An immediate report of election shall
be declared.

(Dec. 23, 1913, ch. 6, §4 (pars.), 38 Stat. 256; Sept.
26, 1918, ch. 177, §1, 40 Stat. 968; June 26, 1930, ch.
614, 46 Stat. 815; June 16, 1933, ch. 89, §3(b), 48
Stat. 163; Aug. 23, 1935, ch. 614, title II, §203(a),
49 Stat. 704; Pub. L. 89-485, §13(e), July 1, 1966, 80
Stat. 243.)

REFERENCES IN TEXT

The Bank Holding Company Act of 1956, referred to in
text, is act May 9, 1956, ch. 240, 70 Stat. 133, as amended,
which is classified principally to chapter 17 (§1841 et
seq.) of this title. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1841 of this title and Tables.

CODIFICATION

Section is comprised of pars. 16 to 21 of section 4 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

AMENDMENTS

1966—Pub. L. 89-485 substituted proviso restricting
participation in nomination or election of directors by
member banks to one member bank whenever any
member banks within the same Federal reserve district
are subsidiaries of the same bank holding company,
such member bank to be designated for the purpose by
the holding company for former proviso restricting the
selection of directors by member banks to one member
bank when two or more member banks within the same
Federal reserve district are affiliated with the same
holding company affiliate, such member bank to be
designated for such purpose by the holding company af-
filiate.

1933—Act June 16, 1933, inserted proviso at end of sec-
ond par.

1930—Act June 26, 1930, amended last par.

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.

§305. Class C directors; selection; “Federal re-
serve agent”

Class C directors shall be appointed by the
Board of Governors of the Federal Reserve Sys-
tem. They shall have been for at least two years
residents of the district for which they are ap-
pointed, one of whom shall be designated by said
board as chairman of the board of directors of
the Federal reserve bank and as ‘‘Federal re-
serve agent.” He shall be a person of tested
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banking experience and in addition to his duties
as chairman of the board of directors of the Fed-
eral reserve bank he shall be required to main-
tain, under regulations to be established by the
Board of Governors of the Federal Reserve Sys-
tem, a local office of said board on the premises
of the Federal reserve bank. He shall make regu-
lar reports to the Board of Governors of the Fed-
eral Reserve System and shall act as its official
representative for the performance of the func-
tions conferred upon it by this chapter. He shall
receive an annual compensation to be fixed by
the Board of Governors of the Federal Reserve
System and paid monthly by the Federal reserve
bank to which he is designated. One of the direc-
tors of class C shall be appointed by the Board
of Governors of the Federal Reserve System as
deputy chairman to exercise the powers of the
chairman of the board when necessary. In case
of the absence of the chairman and deputy
chairman, the third class C director shall pre-
side at meetings of the board.

(Dec. 23, 1913, ch. 6, §4 (par.), 38 Stat. 2566; June
21, 1917, ch. 32, §2, 40 Stat. 232; Aug. 23, 1935, ch.
614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 22 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 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.

§ 306. Assistants to Federal reserve agent

Subject to the approval of the Board of Gov-
ernors of the Federal Reserve System, the Fed-
eral reserve agent shall appoint one or more as-
sistants. Such assistants, who shall be persons
of tested banking experience, shall assist the
Federal reserve agent in the performance of his
duties and shall also have power to act in his
name and stead during his absence or disability.
The Board of Governors of the Federal Reserve
System shall require such bonds of the assistant
Federal reserve agents as it may deem necessary
for the protection of the United States. Assist-
ants to the Federal reserve agent shall receive
an annual compensation, to be fixed and paid in
the same manner as that of the Federal reserve
agent.

(Dec. 23, 1913, ch. 6, §4 (par.), as added June 21,
1917, ch. 32, §2, 40 Stat. 232; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 23 of section 4 of act Dec.
23, 1913, as added June 21, 1917. For classification to this
title of other pars. of section 4, see Codification note
set out under section 301 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.

§ 307. Compensation of directors

Directors of Federal reserve banks shall re-
ceive, in addition to any compensation other-
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wise provided, a reasonable allowance for nec-
essary expenses in attending meetings of their
respective boards, which amount shall be paid
by the respective Federal reserve banks. Any
compensation that may be provided by boards of
directors of Federal reserve banks for directors,
officers, or employees shall be subject to the ap-
proval of the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, §4 (par.), 38 Stat. 257; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of par. 24 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 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.

§308. Terms of directors; vacancies

At the first meeting of the full board of direc-
tors of each Federal reserve bank, it shall be the
duty of the directors of classes A, B, and C, re-
spectively, to designate one of the members of
each class whose term of office shall expire in
one year from the 1st of January nearest to date
of such meeting, one whose term of office shall
expire at the end of two years from said date,
and one whose term of office shall expire at the
end of three years from said date. Thereafter
every director of a Federal reserve bank chosen
as hereinbefore provided shall hold office for a
term of three years. Vacancies that may occur
in the several classes of directors of Federal re-
serve banks may be filled in the manner pro-
vided for the original selection of such directors,
such appointees to hold office for the unexpired
terms of their predecessors.

(Dec. 23, 1913, ch. 6, §4 (par.), 38 Stat. 257.)
CODIFICATION

Section is comprised of par. 26 of section 4 of act Dec.
23, 1913. For classification to this title of other pars. of
section 4, see Codification note set out under section
301 of this title.

SUBCHAPTER VIII—STATE BANKS AS
MEMBERS OF SYSTEM

§ 321. Application for membership

Any bank incorporated by special law of any
State, or organized under the general laws of
any State or of the United States, including
Morris Plan banks and other incorporated bank-
ing institutions engaged in similar business, de-
siring to become a member of the Federal Re-
serve System, may make application to the
Board of Governors of the Federal Reserve Sys-
tem, under such rules and regulations as it may
prescribe, for the right to subscribe to the stock
of the Federal Reserve bank organized within
the district in which the applying bank is lo-
cated. Such application shall be for the same
amount of stock that the applying bank would
be required to subscribe to as a national bank.
For the purposes of membership of any such
bank the terms ‘‘capital’” and ‘‘capital stock”

TITLE 12—BANKS AND BANKING

Page 102

shall include the amount of outstanding capital
notes and debentures legally issued by the ap-
plying bank and purchased by the Reconstruc-
tion Finance Corporation. The Board of Gov-
ernors of the Federal Reserve System, subject to
the provisions of this chapter and to such condi-
tions as it may prescribe pursuant thereto may
permit the applying bank to become a stock-
holder of such Federal Reserve bank.

Upon the conversion of a national bank into a
State bank, or the merger or consolidation of a
national bank with a State bank which is not a
member of the Federal Reserve System, the re-
sulting or continuing State bank may be admit-
ted to membership in the Federal Reserve Sys-
tem by the Board of Governors of the Federal
Reserve System in accordance with the provi-
sions of this section, but, otherwise, the Federal
Reserve bank stock owned by the national bank
shall be canceled and paid for as provided in sec-
tion 287 of this title. Upon the merger or con-
solidation of a national bank with a State mem-
ber bank under a State charter, the membership
of the State bank in the Federal Reserve System
shall continue.

Any such State bank which on February 25,
1927, has established and is operating a branch
or branches in conformity with the State law,
may retain and operate the same while remain-
ing or upon becoming a stockholder of such Fed-
eral Reserve bank; but no such State bank may
retain or acquire stock in a Federal Reserve
bank except upon relinquishment of any branch
or branches established after February 25, 1927,
beyond the limits of the city, town, or village in
which the parent bank is situated: Provided,
however, That nothing herein contained shall
prevent any State member bank from establish-
ing and operating branches in the United States
or any dependency or insular possession thereof
or in any foreign country, on the same terms
and conditions and subject to the same limita-
tions and restrictions as are applicable to the
establishment of branches by national banks ex-
cept that the approval of the Board of Governors
of the Federal Reserve System, instead of the
Comptroller of the Currency, shall be obtained
before any State member bank may hereafter
establish any branch and before any State bank
hereafter admitted to membership may retain
any branch established after February 25, 1927,
beyond the limits of the city, town, or village in
which the parent bank is situated. The approval
of the Board shall likewise be obtained before
any State member bank may establish any new
branch within the limits of any such city, town,
or village.

(Dec. 23, 1913, ch. 6, §9 (pars.), 38 Stat. 259; June
21, 1917, ch. 32, §3, 40 Stat. 232; Feb. 25, 1927, ch.
191, §9, 44 Stat. 1229; June 16, 1933, ch. 89, §5(a),
(b), 48 Stat. 164; June 16, 1934, ch. 546, §2, 48 Stat.
971; Aug. 23, 1935, ch. 614, title II, §203(a), title
II1, §338, 49 Stat. 704, 721; Aug. 17, 1950, ch. 729,
§8, 64 Stat. 458; July 15, 1952, ch. 753, §2(a), 66
Stat. 633; Pub. L. 108-386, §8(h), Oct. 30, 2004, 118
Stat. 2232.)

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
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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 the first three pars. of section
9 of act Dec. 23, 1913, as amended. The first par. of this
section is comprised of the first par. of section 9 as
amended in 1917 (40 Stat. 232). The second par. of this
section was added as a new par. to follow the first par.
of section 9, by act Aug. 17, 1950. The third par. of this
section originally constituted the second par. of sec-
tion 9, as amended by act Feb. 25, 1927, and became the
third par. when act Aug. 17, 1950 added the new second
par. The fourth to twenty-third pars. of section 9, as
amended, are classified to sections 322 to 338a of this
title. Section 329a of this title, which was based on par.
twelve of section 9, was omitted from the Code. Para-
graph twenty-two of section 9, which was classified to
section 337 of this title, was repealed by Pub. L. 89-485,
§13(g), July 1, 1966, 80 Stat. 243.

AMENDMENTS

2004—Pub. L. 108-386 struck out ‘‘(except within the
District of Columbia)’’ before period at end of last sen-
tence of third par.

1952—Act July 15, 1952, inserted last sentence to third
par.

1950—Act Aug. 17, 1950, inserted second par., permit-
ting application for membership in the Federal Reserve
System by the State bank resulting from a conversion,
merger, or consolidation transaction involving a na-
tional bank, except where the national bank merges or
consolidates with a State bank already a member of
System in which case the membership continues.

1935—Act Aug. 23, 1935, §338, inserted phrase in third
(formerly second) par. beginning ‘‘except that the ap-
proval of the Board of Governors’’.

1934—Act June 16, 1934, inserted third sentence in
first par.

1933—Act June 16, 1933, inserted ‘‘including Morris
Plan banks and other incorporated banking institu-
tions engaged in similar business’ in first par. and in-
serted proviso to third (formerly second) par. through
“branches of national banks’.

1927—Act Feb. 25, 1927, inserted second par. which be-
came third par. in 1950. See Codification note above.

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 2004 AMENDMENT

Pub. L. 108-386, §8(i), Oct. 30, 2004, 118 Stat. 2232, pro-
vided that: ‘“The amendments made by this section
[amending this section, sections 1709, 1813, 1817, 1820,
1821, 1828, 1841, 1842, 1881, 3206, and 3207 of this title, and
sections 78c, 78/, and 78q of Title 15, Commerce and
Trade] shall take effect on the date of the enactment of
this Act [Oct. 30, 2004].”

Pub. L. 108-386, §9, Oct. 30, 2004, 118 Stat. 2233, pro-
vided that: ‘“Except as otherwise provided, this Act
[amending this section, sections 1709, 1813, 1817, 1820,
1821, 1828, 1841, 1842, 1881, 3206, and 3207 of this title, and
sections 78c, 78!, and 78q of Title 15, Commerce and
Trade, and enacting provisions set out as notes under
this section and section 1811 of this title] and the
amendments made by this Act shall apply with respect
to fiscal year 2005 and each succeeding fiscal year.”

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.

ABOLITION OF RECONSTRUCTION FINANCE CORPORATION

Section 6(a) of Reorg. Plan No. 1 of 1957, eff. June 30,
1957, 22 F.R. 4633, 71 Stat. 647, set out in the Appendix
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to Title 5, Government Organization and Employees,
abolished Reconstruction Finance Corporation.

§ 322. Determination on application

In acting upon such applications the Board of
Governors of the Federal Reserve System shall
consider the financial condition of the applying
bank, the general character of its management,
and whether or not the corporate powers exer-
cised are consistent with the purposes of this
chapter.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 233; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the fourth par. of section 9 of
act Dec. 23, 1913, as amended. The fourth par. con-
stituted the second par. of section 9 in 1917 (40 Stat.
232), became the third par. in 1927 (44 Stat. 1229), and be-
came the fourth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
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.

§ 323. Stock in Federal reserve banks; method of
payment

Whenever the Board of Governors of the Fed-
eral Reserve System shall permit the applying
bank to become a stockholder in the Federal re-
serve bank of the district its stock subscription
shall be payable on call of the Board of Gov-
ernors of the Federal Reserve System, and stock
issued to it shall be held subject to the provi-
sions of this chapter.

(Dec. 23, 1913, ch. 6, §9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, §3, 40 Stat. 233; Aug. 23, 1935, ch.
614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the fifth par. of section 9 of
act Dec. 23, 1913, as amended. The fifth par. constituted
the third par. of section 9 in 1917 (40 Stat. 232), became
the fourth par. in 1927 (44 Stat. 1229), and became the
fifth par. in 1950 (64 Stat. 458). For further details, see
Codification note set out under section 321 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.

§324. Laws applicable on becoming members

All banks admitted to membership under au-
thority of this section shall be required to com-
ply with the reserve and capital requirements of
this chapter, to conform to those provisions of
law imposed on national banks which prohibit
such banks from lending on or purchasing their
own stock and which relate to the withdrawal or
impairment of their capital stock, and to con-
form to the provisions of sections 56 and 60(b) of
this title with respect to the payment of divi-
dends; except that any reference in any such
provision to the Comptroller of the Currency
shall be deemed for the purposes of this sentence
to be a reference to the Board of Governors of



§325

the Federal Reserve System. Such banks and
the officers, agents, and employees thereof shall
also be subject to the provisions of and to the
penalties prescribed by sections 334, 656, and 1005
of title 18, and shall be required to make reports
of condition and of the payment of dividends to
the Federal Reserve bank of which they become
a member. Not less than three of such reports
shall be made annually on call of the Federal
Reserve bank on dates to be fixed by the Board
of Governors of the Federal Reserve System.
Any bank which (A) maintains procedures rea-
sonably adapted to avoid any inadvertent error
and, unintentionally and as a result of such an
error, fails to make or publish any report re-
quired under this paragraph, within the period
of time specified by the Board, or submits or
publishes any false or misleading report or in-
formation, or (B) inadvertently transmits or
publishes any report which is minimally late,
shall be subject to a penalty of not more than
$2,000 for each day during which such failure
continues or such false or misleading informa-
tion is not corrected. The bank shall have the
burden of proving that an error was inadvertent
and that a report was inadvertently transmitted
or published late. Any bank which fails to make
or publish such reports within the period of time
specified by the Board, or submits or publishes
any false or misleading report or information, in
a manner not described in the 2nd preceding sen-
tence shall be subject to a penalty of not more
than $20,000 for each day during which such fail-
ure continues or such false or misleading infor-
mation is not corrected. Notwithstanding the
preceding sentence, if any bank knowingly or
with reckless disregard for the accuracy of any
information or report described in such sentence
submits or publishes any false or misleading re-
port or information, the Board may assess a pen-
alty of not more than $1,000,000 or 1 percent of
total assets of such bank, whichever is less, per
day for each day during which such failure con-
tinues or such false or misleading information is
not corrected. Any penalty imposed under any of
the 4 preceding sentences shall be assessed and
collected by the Board in the manner provided
in subparagraphs (E), (F), (G), and (I) of section
1818(i)(2) of this title (for penalties imposed
under such section) and any such assessment
(including the determination of the amount of
the penalty) shall be subject to the provisions of
such section. Any bank against which any pen-
alty is assessed under this subsection shall be
afforded an agency hearing if such bank submits
a request for such hearing within 20 days after
the issuance of the notice of assessment. Section
1818(h) of this title shall apply to any proceeding
under this paragraph. Such reports of condition
shall be in such form and shall contain such in-
formation as the Board of Governors of the Fed-
eral Reserve System may require.

(Dec. 23, 1913, ch. 6, §9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, §3, 40 Stat. 233; Aug. 23, 1935, ch.
614, title III, §320, 49 Stat. 713; Sept. 3, 1954, ch.
1263, §27, 68 Stat. 1236; Pub. L. 86-230, §21(b),
Sept. 8, 1959, 73 Stat. 466; Pub. L. 101-73, title IX,
§911(d), Aug. 9, 1989, 103 Stat. 480; Pub. L. 103-325,
title III, §308(c), Sept. 23, 1994, 108 Stat. 2218.)
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CODIFICATION

Section is comprised of the sixth par. of section 9 of
act Dec. 23, 1913, as amended. The sixth par. constituted
the fourth par. of section 9 in 1917 (40 Stat. 232), became
the fifth par. in 1927 (44 Stat. 1229), and became the
sixth par. in 1950 (64 Stat. 458). For further details, see
Codification note set out under section 321 of this title.

AMENDMENTS

1994—Pub. L. 103-325 struck out before period at end
‘‘and shall be published by the reporting banks in such
manner and in accordance with such regulations as the
said Board may prescribe’’.

1989—Pub. L. 101-73 substituted provisions for dif-
ferent and increasing levels of penalties, assessment
and collection of penalties, and agency hearings for
provision that failure to make such reports within ten
days after the date they were called for would subject
the offending bank to a penalty of $100 a day for each
day that it failed to transmit such report, such penalty
to have been collected by the Federal Reserve bank by
suit or otherwise.

1959—Pub. L. 86-230 required State member banks to
comply with section 60(b) of this title and inserted pro-
visions requiring a reference to the Comptroller of the
Currency to be deemed a reference to the Board of Gov-
ernors of the Federal Reserve System.

1954—Act Sept. 3, 1954, substituted ‘‘sections 334, 656,
and 1005 of title 18 for ‘‘section 592 of this title’”’, and
“Board of Governors of the Federal Reserve System”
for ‘““Federal Reserve Board’.

1935—Act Aug. 23, 1935 inserted last sentence of sec-
tion.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101-73 applicable with respect
to reports filed or required to be filed after Aug. 9, 1989,
see section 911(i) of Pub. L. 101-73, set out as a note
under section 161 of this title.

§ 325. Examinations

As a condition of membership such banks shall
likewise be subject to examinations made by di-
rection of the Board of Governors of the Federal
Reserve System or of the Federal reserve bank
by examiners selected or approved by the Board
of Governors of the Federal Reserve System.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 233; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the seventh par. of section 9
of act Dec. 23, 1913, as amended. The seventh par. con-
stituted the fifth par. of section 9 in 1917 (40 Stat. 232),
became the sixth par. in 1927 (44 Stat. 1229), and became
the seventh par. in 1950 (64 Stat. 458). For further de-
tails, see Codification note set out under section 321 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.

§ 326. Acceptance of examinations and reports by
State authorities; special examinations

Whenever the directors of the Federal reserve
bank shall approve the examinations made by
the State authorities, such examinations and
the reports thereof may be accepted in lieu of
examinations made by examiners selected or ap-
proved by the Board of Governors of the Federal
Reserve System: Provided, however, That when it
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deems it necessary the board may order special
examinations by examiners of its own selection
and shall in all cases approve the form of the re-
port. The expenses of all examinations, other
than those made by State authorities, may, in
the discretion of the Board of Governors of the
Federal Reserve System, be assessed against the
banks examined and, when so assessed, shall be
paid by the banks examined. The Board of Gov-
ernors of the Federal Reserve System, at its dis-
cretion, may furnish any report of examination
or other confidential supervisory information
concerning any State member bank or other en-
tity examined under any other authority of the
Board, to any Federal or State agency or au-
thority with supervisory or regulatory author-
ity over the examined entity, to any officer, di-
rector, or receiver of the examined entity, and
to any other person that the Board determines
to be proper.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 233; amended June 26,
1930, ch. 611, §1, 46 Stat. 814; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704; Pub. L. 106-102, title
VII, §727(a), Nov. 12, 1999, 113 Stat. 1475.)

CODIFICATION

Section is comprised of the eighth par. of section 9 of
act Dec. 23, 1913, as amended. The eighth par. con-
stituted the sixth par. of section 9 in 1917 (40 Stat. 232),
became the seventh par. in 1927 (44 Stat. 1229), and be-
came the eighth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1999—Pub. L. 106-102 inserted last sentence and struck
out former last sentence which read as follows: ‘‘Copies
of the reports of such examinations may, in the discre-
tion of the Board of Governors of the Federal Reserve
System, be furnished to the State authorities having
supervision of such banks, to officers, directors, or re-
ceivers of such banks, and to any other proper per-
sons.”

1930—Act June 26, 1930, amended next to last sentence
and inserted last sentence.

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.

§327. Surrender of stock and cancellation of
memberships

If at any time it shall appear to the Board of
Governors of the Federal Reserve System that a
member bank has failed to comply with the pro-
visions of this subchapter, or the regulations of
the Board of Governors of the Federal Reserve
System made pursuant thereto, or has ceased to
exercise banking functions without a receiver or
liquidating agent having been appointed there-
for, it shall be within the power of the board
after hearing to require such bank to surrender
its stock in the Federal reserve bank and to for-
feit all rights and privileges of membership. The
Board of Governors of the Federal Reserve Sys-
tem may restore membership upon due proof of
compliance with the conditions imposed by this
subchapter.

(Dec. 23, 1913, ch. 6, §9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, §3, 40 Stat. 233; Apr. 23, 1930, ch.
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207, §2, 46 Stat. 261; Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the ninth par. of section 9 of
act Dec. 23, 1913, as amended. The ninth par. con-
stituted the seventh par. of section 9 in 1917 (40 Stat.
232), became the eighth par. in 1927 (44 Stat. 1229), and
became the ninth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1930—Act Apr. 23, 1930, inserted ‘‘or has ceased to ex-
ercise banking functions without a receiver or liquidat-
ing agent having been appointed therefor,” to first sen-
tence.

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.

§ 328. Withdrawals from membership

Any State bank or trust company desiring to
withdraw from membership in a Federal Reserve
bank may do so, after six months’ written notice
shall have been filed with the Board of Gov-
ernors of the Federal Reserve System, upon the
surrender and cancellation of all of its holdings
of capital stock in the Federal reserve bank:
Provided, That the Board of Governors of the
Federal Reserve System, in its discretion and
subject to such conditions as it may prescribe,
may waive such six months’ notice in individual
cases and may permit any such State bank or
trust company to withdraw from membership in
a Federal reserve bank prior to the expiration of
six months from the date of the written notice
of its intention to withdraw: Provided, however,
That no Federal reserve bank shall, except
under express authority of the Board of Gov-
ernors of the Federal Reserve System, cancel
within the same calendar year more than 25 per
centum of its capital stock for the purpose of ef-
fecting voluntary withdrawals during that year.
All such applications shall be dealt with in the
order in which they are filed with the board.
Whenever a member bank shall surrender its
stock holdings in a Federal reserve bank, or
shall be ordered to do so by the Board of Gov-
ernors of the Federal Reserve System, under au-
thority of law, all of its rights and privileges as
a member bank shall thereupon cease and deter-
mine, and after due provision has been made for
any indebtedness due or to become due to the
Federal reserve bank it shall be entitled to a re-
fund of its cash-paid subscription with interest
at the rate of one-half of 1 per centum per
month from date of last dividend, if earned, the
amount refunded in no event to exceed the book
value of the stock at that time, and shall like-
wise be entitled to repayment of deposits and of
any other balance due from the Federal reserve
bank.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 233; amended Apr. 17,
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1930, ch. 175, 46 Stat. 170; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of the tenth par. of section 9 of
act Dec. 23, 1913, as amended. The tenth par. con-
stituted the eighth par. of section 9 in 1917 (40 Stat.
232), became the ninth par. in 1927 (44 Stat. 1229), and
became the tenth par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1930—Act Apr. 17, 1930, amended part of section pre-
ceding second proviso.

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.

§329. Capital stock required as condition prece-
dent to membership

No applying bank shall be admitted to mem-
bership unless it possesses capital stock and sur-
plus which, in the judgment of the Board of Gov-
ernors of the Federal Reserve System, are ade-
quate in relation to the character and condition
of its assets and to its existing and prospective
deposit liabilities and other corporate respon-
sibilities: Provided, That no bank engaged in the
business of receiving deposits other than trust
funds, which does not possess capital stock and
surplus in an amount equal to that which would
be required for the establishment of a national
banking association in the place in which it is
located, shall be admitted to membership unless
it is, or has been, approved for deposit insurance
under the Federal Deposit Insurance Act [12
U.S.C. 1811 et seq.]. The capital stock of a State
member bank shall not be reduced except with
the prior consent of the Board.

(Dec. 23, 1913, ch. 6, §9 (par.), 38 Stat. 259; June
21, 1917, ch. 32, §3, 40 Stat. 234; Mar. 4, 1923, ch.
252, title IV, §401, 42 Stat. 1478; June 16, 1933, ch.
89, §17(b), 48 Stat. 185; July 15, 1952, ch. 753, §1,
66 Stat. 633.)

REFERENCES IN TEXT

The Federal Deposit Insurance Act, referred to in
text, is act Sept. 21, 1950, ch. 967, §2, 64 Stat. 873, as
amended, which is classified generally to chapter 16
(§1811 et seq.) of this title. For complete classification
of this Act to the Code, see Short Title note set out
under section 1811 of this title and Tables.

CODIFICATION

Section is comprised of the eleventh par. of section 9
of act Dec. 23, 1913, as amended. The eleventh par. con-
stituted the ninth par. of section 9 in 1917 (40 Stat. 232),
became the tenth par. in 1927 (44 Stat. 1229), and be-
came the eleventh par. in 1950 (64 Stat. 458). For further
details, see Codification note set out under section 321
of this title.

AMENDMENTS

1952—Act July 15, 1952, vested in Board of Governors
discretion with respect to admission of State banks to
membership.

1933—Act June 16, 1933, dropped alternative method of
meeting the capital requirement and inserted proviso.

§329a. Omitted
CODIFICATION

Section, act Dec. 23, 1913, ch. 6, §9 (par.), as added
Aug. 23, 1935, ch. 614, title II, §202, 49 Stat. 704, related
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to waiver of the requirements of sections 321 to 338 of
this title for admission to membership in the case of a
bank which was required to become a member of the
Federal Reserve System under a former provision of
subsection (y) of former section 264 of this title, which
provision was repealed by act June 20, 1939, ch. 214, §2,
53 Stat. 842.

This section was based on the twelfth par. of section
9 of act Dec. 23, 1913, as amended. The twelfth par. con-
stituted the eleventh par. of section 9 when added in
1935, and became the twelfth par. in 1950 (64 Stat. 458).
For further details, see Codification note set out under
section 321 of this title.

§330. Laws applicable on becoming members;
discounts for State banks

Banks becoming members of the Federal re-
serve system under authority of this subchapter
shall be subject to the provisions of said sec-
tions and to those of this chapter which relate
specifically to member banks, but shall not be
subject to examination under the provisions of
sections 481 and 482 of this title. Subject to the
provisions of this chapter and to the regulations
of the board made pursuant thereto, any bank
becoming a member of the Federal reserve sys-
tem shall retain its full charter and statutory
rights as a State bank or trust company, and
may continue to exercise all corporate powers
granted it by the State in which it was created,
and shall be entitled to all privileges of member
banks, except that the Board of Governors of the
Federal Reserve System may limit the activities
of State member banks and subsidiaries of State
member banks in a manner consistent with sec-
tion 1831a of this title. No Federal reserve bank
shall be permitted to discount for any State
bank or trust company notes, drafts, or bills of
exchange of any one borrower who is liable for
borrowed money to such State bank or trust
company in an amount greater than that which
could be borrowed lawfully from such State
bank or trust company were it a national bank-
ing association. The Federal reserve bank, as a
condition of the discount of notes, drafts, and
bills of exchange for such State bank or trust
company, shall require a certificate or guaranty
to the effect that the borrower is not liable to
such bank in excess of the amount provided by
this subchapter, and will not be permitted to be-
come liable in excess of this amount while such
notes, drafts, or bills of exchange are under dis-
count with the Federal reserve bank.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 234; amended July 1, 1922,
ch. 274, 42 Stat. 821; Pub. L. 102-242, title III,
§303(b), Dec. 19, 1991, 105 Stat. 2353.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the thirteenth par. of section
9 of act Dec. 23, 1913, as amended. The thirteenth par.
constituted the tenth par. of section 9 in 1917 (40 Stat.
232), became the eleventh par. in 1927 (44 Stat. 1229), be-
came the twelfth par. in 1935 (49 Stat. 704), and became
the thirteenth par. in 1950 (64 Stat. 458). For further de-
tails, see Codification note set out under sections 321
and 329 of this title.
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AMENDMENTS

1991—Pub. L. 102-242 substituted ¢‘, except that the
Board of Governors of the Federal Reserve System may
limit the activities of State member banks and subsidi-
aries of State member banks in a manner consistent
with section 183la of this title. No Federal reserve
bank’ for ““: Provided, however, That no Federal reserve
bank’.

§331. Certifying checks on State banks admitted
as members

It shall be unlawful for any officer, clerk, or
agent of any bank admitted to membership
under authority of this subchapter, to certify
any check drawn upon such bank unless the per-
son or company drawing the check has on de-
posit therewith at the time such check is cer-
tified an amount of money equal to the amount
specified in such check. Any check so certified
by duly authorized officers shall be a good and
valid obligation against such bank, but the act
of any such officer, clerk, or agent in violation
of this subchapter, may subject such bank to a
forfeiture of its membership in the Federal re-
serve system upon hearing by the Board of Gov-
ernors of the Federal Reserve System.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 21,
1917, ch. 32, §3, 40 Stat. 234; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘“this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the fourteenth par. of section
9 of act Dec. 23, 1913, as amended. The fourteenth par.
constituted the eleventh par. of section 9 in 1917 (40
Stat. 232), became the twelfth par. in 1927 (44 Stat.
1229), became the thirteenth par. in 1935 (49 Stat. 704),
and became the fourteenth par. in 1950 (64 Stat. 458).
For further details, see Codification notes set out under
sections 321 and 329a 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.

§332. Depositaries of public money; financial
agents; security required

All banks or trust companies incorporated by
special law or organized under the general laws
of any State, which are members of the Federal
reserve system, when designated for that pur-
pose by the Secretary of the Treasury, shall be
depositaries of public money, under such regula-
tions as may be prescribed by the Secretary; and
they may also be employed as financial agents
of the Government; and they shall perform all
such reasonable duties, as depositaries of public
money and financial agents of the Government,
as may be required of them. The Secretary of
the Treasury shall require of the banks and
trust companies thus designated satisfactory se-
curity, by the deposit of United States bonds or
otherwise, for the safe keeping and prompt pay-
ment of the public money deposited with them
and for the faithful performance of their duties
as financial agents of the Government.
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(Dec. 23, 1913, ch. 6, §9 (par.), as added May 7,
1928, ch. 507, 45 Stat. 492.)

CODIFICATION

Section is comprised of the fifteenth par. of section 9
of act Dec. 23, 1913, as amended. The fifteenth par. con-
stituted the thirteenth par. of section 9 in 1928 (45 Stat.
492), became the fourteenth par. in 1935 (49 Stat. 704),
and became the fifteenth par. in 1950 (64 Stat. 458). For
further details, see Codification notes set out under
sections 321 and 329a of this title.

§ 333. Mutual savings banks; application and ad-
mission to membership in Federal Reserve
System

Any mutual savings bank having no capital
stock (including any other banking institution
the capital of which consists of weekly or other
time deposits which are segregated from all
other deposits and are regarded as capital stock
for the purposes of taxation and the declaration
of dividends), but having surplus and undivided
profits not less than the amount of capital re-
quired for the organization of a national bank in
the same place, may apply for and be admitted
to membership in the Federal Reserve System in
the same manner and subject to the same provi-
sions of law as State banks and trust companies,
except that any such savings bank shall sub-
scribe for capital stock of the Federal reserve
bank in an amount equal to six-tenths of 1 per
centum of its total deposit liabilities as shown
by the most recent report of examination of
such savings bank preceding its admission to
membership. Thereafter such subscription shall
be adjusted semiannually on the same percent-
age basis in accordance with rules and regula-
tions prescribed by the Board of Governors of
the Federal Reserve System. If any such mutual
savings bank applying for membership is not
permitted by the laws under which it was orga-
nized to purchase stock in a Federal reserve
bank, it shall, upon admission to the system, de-
posit with the Federal reserve bank an amount
equal to the amount which it would have been
required to pay in on account of a subscription
to capital stock. Thereafter such deposit shall
be adjusted semiannually in the same manner as
subscriptions for stock. Such deposits shall be
subject to the same conditions with respect to
repayment as amounts paid upon subscriptions
to capital stock by other member banks and the
Federal reserve bank shall pay interest thereon
at the same rate as dividends are actually paid
on outstanding shares of stock of such Federal
reserve bank. If the laws under which any such
savings bank was organized be amended so as to
authorize mutual savings banks to subscribe for
Federal reserve bank stock, such savings bank
shall thereupon subscribe for the appropriate
amount of stock in the Federal reserve bank,
and the deposit hereinbefore provided for in lieu
of payment upon capital stock shall be applied
upon such subscription. If the laws under which
any such savings bank was organized be not
amended at the next session of the legislature
following the admission of such savings bank to
membership so as to authorize mutual savings
banks to purchase Federal reserve bank stock,
or if such laws be so amended and such bank fail
within six months thereafter to purchase such
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stock, all of its rights and privileges as a mem-
ber bank shall be forfeited and its membership
in the Federal Reserve System shall be termi-
nated in the manner prescribed in this sub-
chapter with respect to State member banks and
trust companies. Each such mutual savings
bank shall comply with all the provisions of law
applicable to State member banks and trust
companies, with the regulations of the Board of
Governors of the Federal Reserve System and
with the conditions of membership prescribed
for such savings bank at the time of admission
to membership, except as otherwise hereinbefore
provided with respect to capital stock.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 16,
1933, ch. 89, §5(c), 48 Stat. 164; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the sixteenth par. of section
9 of act Dec. 23, 1913, as amended. The sixteenth par.
constituted the fourteenth par. of section 9 in 1933 (48
Stat. 164), became the fifteenth par. in 1935 (49 Stat.
704), and became the sixteenth par. in 1950 (64 Stat. 458).
For further details, see Codification notes set out under
sections 321 and 329a 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.

§334. Reports from affiliates; penalty for failure
to furnish

Each bank admitted to membership under this
subchapter shall obtain from each of its affili-
ates other than member banks and furnish to
the Federal reserve bank of its district and to
the Board of Governors of the Federal Reserve
System not less than three reports during each
year. Such reports shall be in such form as the
Board of Governors of the Federal Reserve Sys-
tem may prescribe, shall be verified by the oath
or affirmation of the president or such other of-
ficer as may be designated by the board of direc-
tors of such affiliate to verify such reports, and
shall disclose the information hereinafter pro-
vided for as of dates identical with those fixed
by the Board of Governors of the Federal Re-
serve System for reports of the condition of the
affiliated member bank. Each such report of an
affiliate shall be transmitted as herein provided
at the same time as the corresponding report of
the affiliated member bank, except that the
Board of Governors of the Federal Reserve Sys-
tem may, in its discretion, extend such time for
good cause shown. Each such report shall con-
tain such information as in the judgment of the
Board of Governors of the Federal Reserve Sys-
tem shall be necessary to disclose fully the rela-
tions between such affiliate and such bank and
to enable the board to inform itself as to the ef-
fect of such relations upon the affairs of such
bank. The reports of such affiliates shall be pub-
lished by the bank under the same conditions as
govern its own condition reports.
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Any such affiliated member bank may be re-
quired to obtain from any such affiliate such ad-
ditional reports as in the opinion of its Federal
reserve bank or the Board of Governors of the
Federal Reserve System may be necessary in
order to obtain a full and complete knowledge of
the condition of the affiliated member bank.
Such additional reports shall be transmitted to
the Federal reserve bank and the Board of Gov-
ernors of the Federal Reserve System and shall
be in such form as the Board of Governors of the
Federal Reserve System may prescribe.

Any such affiliated member bank which fails
to obtain from any of its affiliates and furnish
any report provided for by the two preceding
paragraphs of this section shall be subject to a
penalty of $100 for each day during which such
failure continues, which, by direction of the
Board of Governors of the Federal Reserve Sys-
tem, may be collected, by suit or otherwise, by
the Federal reserve bank of the district in which
such member bank is located.

(Dec. 23, 1913, ch. 6, §9 (pars.), as added June 16,
1933, ch. 89, §5(c), 48 Stat. 165; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
89-485, §13(f), July 1, 1966, 80 Stat. 243.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘“‘this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the seventeenth to nineteenth
pars. of act Dec. 23, 1913, as amended. These pars. con-
stituted pars. fifteen to seventeen of section 9 in 1933
(48 Stat. 165), became pars. sixteen to eighteen in 1935
(49 Stat. 704), and became pars. seventeen to nineteen
in 1950 (64 Stat. 458). For further details, see Codifica-
tion notes set out under sections 321 and 329a of this
title.

AMENDMENTS

1966—Pub. L. 89-485 struck out last sentence of third
par. stating that term ‘‘affiliate’’ shall include holding
company affiliates as well as other affiliates for the
purposes of such par. and preceding two pars.

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.

§335. Dealing in investment securities; limita-
tions and conditions

State member banks shall be subject to the
same limitations and conditions with respect to
the purchasing, selling, underwriting, and hold-
ing of investment securities and stock as are ap-
plicable in the case of national banks under
paragraph ‘“Seventh” of section 24 of this title.
This section shall not apply to any interest held
by a State member bank in accordance with sec-
tion 24a of this title and subject to the same
conditions and limitations provided in such sec-
tion.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 16,
1933, ch. 89, §5(c), 48 Stat. 165; amended Pub. L.
106-102, title I, §121(d)(2), Nov. 12, 1999, 113 Stat.
1381.)



Page 109

CODIFICATION

Section is comprised of the twentieth par. of section
9 of act Dec. 23, 1913, as amended. The twentieth par.
constituted the eighteenth par. of section 9 in 1933 (48
Stat. 16), became the nineteenth par. in 1935 (49 Stat.
704), and became the twentieth par. in 1950 (64 Stat.
458). For further details, see Codification notes set out
under sections 321 and 329a of this title.

AMENDMENTS

1999—Pub. L. 106-102 inserted at end ‘‘This section
shall not apply to any interest held by a State member
bank in accordance with section 24a of this title and
subject to the same conditions and limitations pro-
vided in such section.”

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.

§336. Certificates of stock; representation of
stock of other corporations

After August 23, 1935, no certificate evidencing
the stock of any State member bank shall bear
any statement purporting to represent the stock
of any other corporation, except a member bank
or a corporation engaged on June 16, 1934, in
holding the bank premises of such member
bank, nor shall the ownership, sale, or transfer
of any certificate representing the stock of any
State member bank be conditioned in any man-
ner whatsoever upon the ownership, sale, or
transfer of a certificate representing the stock
of any other corporation, except a member bank
or a corporation engaged on June 16, 1934 in
holding the bank premises of such member
bank: Provided, That this subchapter shall not
operate to prevent the ownership, sale, or trans-
fer of stock of any other corporation being con-
ditioned upon the ownership, sale, or transfer of
a certificate representing stock of a State mem-
ber bank.

(Dec. 23, 1918, ch. 6, §9 (par.), as added June 16,
1933, ch. 89, §5(c), 48 Stat. 165; amended Aug. 23,
1935, ch. 614, title III, §310(b), 49 Stat. 710.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the twenty-first par. of sec-
tion 9 of act Dec. 23, 1913, as amended. The twenty-first
par. constituted the nineteenth par. of section 9 in 1933
(48 Stat. 165), became the twentieth par. in 1935 (49
Stat. 704), and became the twenty-first par. in 1950 (64
Stat. 458). For further details, see Codification notes
set out under sections 321 and 329a of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, among other changes, inserted
proviso.

§337. Repealed. Pub. L. 89-485, §13(g), July 1,
1966, 80 Stat. 243

Section, act Dec. 23, 1913, ch. 6, §9 (par.), as added
June 16, 1933, ch. 89, §5(c), 48 Stat. 166, required agree-
ments of State member banks with holding company
affiliates to be subject to voting restrictions and to
provide for forfeiture of membership on failure to file
agreement.
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This section was comprised of the twenty-second par.
of section 9 of act Dec. 23, 1913, as amended. The twen-
ty-second par. constituted the twentieth par. of section
9 when added in 1933, became the twenty-first par. in
1935 (49 Stat. 704), and became the twenty-second par.
in 1950 (64 Stat. 458). For further details, see Codifica-
tion notes set out under sections 321 and 329a of this
title.

§338. Examination of affiliates; forfeiture of
membership on refusal of affiliate to give in-
formation or pay expense

In connection with examinations of State
member banks, examiners selected or approved
by the Board of Governors of the Federal Re-
serve System shall make such examinations of
the affairs of all affiliates of such banks as shall
be necessary to disclose fully the relations be-
tween such banks and their affiliates and the ef-
fect of such relations upon the affairs of such
banks. The expense of examination of affiliates
of any State member bank may, in the discre-
tion of the Board of Governors of the Federal
Reserve System, be assessed against such bank
and, when so assessed, shall be paid by such
bank. In the event of the refusal to give any in-
formation requested in the course of the exam-
ination of any such affiliate, or in the event of
the refusal to permit such examination, or in
the event of the refusal to pay any expenses so
assessed, the Board of Governors of the Federal
Reserve System may, in its discretion, require
any or all State member banks affiliated with
such affiliate to surrender their stock in the
Federal Reserve bank and to forfeit all rights
and privileges of membership in the Federal Re-
serve System, as provided in this subchapter.

(Dec. 23, 1913, ch. 6, §9 (par.), as added June 16,
1933, ch. 89, §5(c), 48 Stat. 166; amended Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

This subchapter, referred to in text, was in the origi-
nal ‘‘this section’, meaning section 9 of act Dec. 23,
1913, which is classified generally to this subchapter
(§321 et seq.).

CODIFICATION

Section is comprised of the twenty-second par. of sec-
tion 9 of act Dec. 23, 1913, as amended. The twenty-sec-
ond par. constituted the twenty-first par. of section 9
in 1933 (48 Stat. 166), became the twenty-second par. in
1935 (49 Stat. 704), and became the twenty-third par. in
1950 (64 Stat. 458), and became the twenty-second par.
in 1966 (80 Stat. 243). For further details, see Codifica-
tion notes set out under sections 321 and 329a 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.

§338a. Investments to promote public welfare
and community development; limitation on
investments

State member banks may make investments
designed primarily to promote the public wel-
fare, including the welfare of low- and moderate-
income communities or families (such as by pro-
viding housing, services, or jobs), to the extent
permissible under State law, and subject to such
restrictions and requirements as the Board of
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Governors of the Federal Reserve System may
prescribe by regulation or order. A bank shall
not make any such investment if the investment
would expose the bank to unlimited liability.
The Board shall limit a bank’s investments in
any 1 project and! bank’s aggregate investments
under this paragraph. A bank’s aggregate invest-
ments under this paragraph shall not exceed an
amount equal to the sum of 5 percent of the
bank’s capital stock actually paid in and unim-
paired and 5 percent of the bank’s unimpaired
surplus fund, unless the Board determines by
order that the higher amount will pose no sig-
nificant risk to the affected deposit insurance
fund, and the bank is adequately capitalized. In
no case shall a bank’s aggregate investments
under this paragraph exceed an amount equal to
the sum of 10 percent of the bank’s capital stock
actually paid in and unimpaired and 10 percent
of the bank’s unimpaired surplus fund.

(Dec. 23, 1913, ch. 6, §9 (par.), as added Pub. L.
102-485, §6(b), Oct. 23, 1992, 106 Stat. 2774; amend-
ed Pub. L. 104-208, div. A, title II, §2704(d)(8),
Sept. 30, 1996, 110 Stat. 3009-489.)

CODIFICATION

Section is comprised of the twenty-third par. of sec-
tion 9 of act Dec. 23, 1913, as amended. For further de-
tails, see Codification note set out under section 321 of
this title.

AMENDMENTS

1996—Pub. L. 104—208, which directed the amendment
of the fourth sentence by substituting ‘‘Deposit Insur-
ance Fund” for ‘“‘affected deposit insurance fund”’, was
not executed. See Effective Date of 1996 Amendment
note below.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104-208, set out as a note under section 1821 of this title.

§339. Participation by State member banks in
lotteries and related activities

(a) Prohibited activities

A State member bank may not—

(1) deal in lottery tickets;

(2) deal in bets used as a means or substitute
for participation in a lottery;

(3) announce, advertise, or publicize the ex-
istence of any lottery;

(4) announce, advertise, or publicize the ex-
istence or identity of any participant or win-
ner, as such, in a lottery.

(b) Use of banking premises prohibited

A State member bank may not permit—

(1) the use of any part of any of its banking
offices by any person for any purpose forbid-
den to the bank under subsection (a) of this
section, or

(2) direct access by the public from any of its
banking offices to any premises used by any
person for any purpose forbidden to the bank
under subsection (a) of this section.

(c) Definitions
As used in this section—

180 in original. Probably should be “‘and a’.

TITLE 12—BANKS AND BANKING

Page 110

(1) The term ‘‘deal in” includes making, tak-
ing, buying, selling, redeeming, or collecting.
(2) The term ‘‘lottery’ includes any arrange-
ment whereby three or more persons (the
“participants’) advance money or credit to
another in exchange for the possibility or ex-
pectation that one or more but not all of the
participants (the ‘‘winners’) will receive by
reason of their advances more than the
amounts they have advanced, the identity of
the winners being determined by any means
which includes—
(A) a random selection;
(B) a game, race, or contest; or
(C) any record or tabulation of the result
of one or more events in which any partici-
pant has no interest except for its bearing
upon the possibility that he may become a
winner.

(3) The term ‘‘lottery ticket’ includes any
right, privilege, or possibility (and any ticket,
receipt, record, or other evidence of any such
right, privilege, or possibility) of becoming a
winner in a lottery.

(d) Lawful banking services connected with op-
eration of lottery

Nothing contained in this section prohibits a
State member bank from accepting deposits or
cashing or otherwise handling checks or other
negotiable instruments, or performing other
lawful banking services for a State operating a
lottery, or for an officer or employee of that
State who is charged with the administration of
the lottery.

(e) Regulations; enforcement

The Board of Governors of the Federal Reserve
System shall issue such regulations as may be
necessary to the strict enforcement of this sec-
tion and the prevention of evasions thereof.

(Dec. 13, 1918, ch. 6, §9A, as added Pub. L. 90-203,
§2, Dec. 15, 1967, 81 Stat. 609.)

CODIFICATION

Section was enacted as section 9A of act Dec. 13, 1913,
and not as part of section 9 of such act which comprises
this subchapter.

EFFECTIVE DATE

Section effective Apr. 1, 1968, see section 6 of Pub. L.
90-203, set out as a note under section 25a of this title.

§339a. Resolution of clearing banks

(a) Conservatorship or receivership
(1) Appointment

The Board may appoint a conservator or re-
ceiver to take possession and control of any
uninsured State member bank which operates,
or operates as, a multilateral clearing organi-
zation pursuant to section 4422 of this title to
the same extent and in the same manner as
the Comptroller of the Currency may appoint
a conservator or receiver for a national bank.

(2) Powers

The conservator or receiver for an uninsured
State member bank referred to in paragraph
(1) shall exercise the same powers, functions,
and duties, subject to the same limitations, as
a conservator or receiver for a national bank.
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(b) Board authority

The Board shall have the same authority with
respect to any conservator or receiver appointed
under subsection (a) of this section, and the un-
insured State member bank for which the con-
servator or receiver has been appointed, as the
Comptroller of the Currency has with respect to
a conservator or receiver for a national bank
and the national bank for which the conservator
or receiver has been appointed.

(¢) Bankruptcy proceedings

The Board (in the case of an uninsured State
member bank which operates, or operates as,
such a multilateral clearing organization) may
direct a conservator or receiver appointed for
the bank to file a petition pursuant to title 11,
in which case, title 11 shall apply to the bank in
lieu of otherwise applicable Federal or State in-
solvency law.

(Dec. 18, 1918, ch. 6, §9B, as added Pub. L. 106-554,
§1(a)(5) [title I, §112(b)], Dec. 21, 2000, 114 Stat.
2763, 2763A-392.)

CODIFICATION

Section was enacted as section 9B of act Dec. 13, 1913,
and not as part of section 9 of such act which comprises
this subchapter.

SUBCHAPTER IX—POWERS AND DUTIES OF
FEDERAL RESERVE BANKS

§ 341. General enumeration of powers

Upon the filing of the organization certificate
with the Comptroller of the Currency a Federal
reserve bank shall become a body corporate and
as such, and in the name designated in such or-
ganization certificate, shall have power—

First. To adopt and use a corporate seal.

Second. To have succession after February 25,
1927, until dissolved by Act of Congress or until
forfeiture of franchise for violation of law.

Third. To make contracts.

Fourth. To sue and be sued, complain and de-
fend, in any court of law or equity.

Fifth. To appoint by its board of directors a
president, vice presidents, and such officers and
employees as are not otherwise provided for in
this chapter, to define their duties, require
bonds for them and fix the penalty thereof, and
to dismiss at pleasure such officers or employ-
ees. The president shall be the chief executive
officer of the bank and shall be appointed by the
board of directors, with the approval of the
Board of Governors of the Federal Reserve Sys-
tem, for a term of five years; and all other exec-
utive officers and all employees of the bank
shall be directly responsible to him. The first
vice president of the bank shall be appointed in
the same manner and for the same term as the
president, and shall, in the absence or disability
of the president or during a vacancy in the office
of president, serve as chief executive officer of
the bank. Whenever a vacancy shall occur in the
office of the president or the first vice president,
it shall be filled in the manner provided for
original appointments; and the person so ap-
pointed shall hold office until the expiration of
the term of his predecessor.

Sixth. To prescribe by its board of directors,
bylaws not inconsistent with law, regulating the
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manner in which its general business may be
conducted, and the privileges granted to it by
law may be exercised and enjoyed.

Seventh. To exercise by its board of directors,
or duly authorized officers or agents, all powers
specifically granted by the provisions of this
chapter and such incidental powers as shall be
necessary to carry on the business of banking
within the limitations prescribed by this chap-
ter.

Eighth. Upon deposit with the Treasurer of the
United States of any bonds of the United States
in the manner provided by existing law relating
to national banks, to receive from the Secretary
of the Treasury circulating notes in blank, reg-
istered and countersigned as provided by law,
equal in amount to the par value of the bonds so
deposited, such notes to be issued under the
same conditions and provisions of law as relate
to the issue of circulating notes of national
banks secured by bonds of the United States
bearing the circulating privilege, except that
the issue of such notes shall not be limited to
the capital stock of such Federal reserve bank.

But no Federal reserve bank shall transact
any business except such as is incidental and
necessarily preliminary to its organization until
it has been authorized by the Comptroller of the
Currency to commence business under the provi-
sions of this chapter.

(Dec. 23, 1913, ch. 6, §4 (pars.), 38 Stat. 254; Feb.
25, 1927, ch. 191, §18, 44 Stat. 1234; Aug. 23, 1935,
ch. 614, title II, §201, 49 Stat. 703; Pub. L. 103-325,
title VI, §602(g2)(1), Sept. 23, 1994, 108 Stat. 2293.)

REFERENCES IN TEXT

This chapter, referred to in the Fifth, Seventh, and
closing pars., 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 References in Text note set
out under section 226 of this title and Tables.

CODIFICATION

Section is comprised of pars. 4 and 5 of section 4 of
act Dec. 23, 1913. For classification to this title of other
pars. of section 4, see Codification note set out under
section 301 of this title.

AMENDMENTS

1994—Pub. L. 103-325 amended eighth power by sub-
stituting ‘‘Secretary of the Treasury’’ for ‘‘Comptroller
of the Currency’’.

1935—Act Aug. 23, 1935, amended fifth power.

1927—Act Feb. 25, 1927, amended second power.

EFFECTIVE DATE OF 1935 AMENDMENT

Section 201 of act Aug. 23, 1935, provided that the
amendment made by that section is effective Mar. 1,
1936.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note under section 121 of this title.

§ 342. Deposits; exchange and collection; member
and nonmember banks or other depository
institutions; charges

Any Federal Reserve bank may receive from
any of its member banks, or other depository in-
stitutions, and from the Unites States, deposits
of current funds in lawful money, national-bank
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notes, Federal reserve notes, or checks, and
drafts, payable upon presentation or other
items, and also, for collection, maturing notes
and bills; or, solely for purposes of exchange or
of collection may receive from other Federal re-
serve banks deposits of current funds in lawful
money, national-bank notes, or checks upon
other Federal reserve banks, and checks and
drafts, payable upon presentation within its dis-
trict or other items, and maturing notes and
bills payable within its district; or, solely for
the purposes of exchange or of collection, may
receive from any nonmember bank or trust com-
pany or other depository institution deposits of
current funds in lawful money, national-bank
notes, Federal reserve notes, checks and drafts
payable upon presentation or other items, or
maturing notes and bills: Provided, Such non-
member bank or trust company or other deposi-
tory institution maintains with the Federal Re-
serve bank of its district a balance in such
amount as the Board determines taking into ac-
count items in transit, services provided by the
Federal Reserve bank, and other factors as the
Board may deem appropriate: Provided further,
That nothing in this or any other section of this
chapter shall be construed as prohibiting a
member or nonmember bank or other depository
institution from making reasonable charges, to
be determined and regulated by the Board of
Governors of the Federal Reserve System, but in
no case to exceed 10 cents per $100 or fraction
thereof, based on the total of checks and drafts
presented at any one time, for collection or pay-
ment of checks and drafts and remission there-
for by exchange or otherwise; but no such
charges shall be made against the Federal re-
serve banks.

(Dec. 23, 1913, ch. 6, §13 (par.), 38 Stat. 263; Sept.
7, 1916, ch. 461, 39 Stat. 752; June 21, 1917, ch. 32,
§4, 40 Stat. 235; Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704; Pub. L. 96-221, title I,
§105(a), Mar. 31, 1980, 94 Stat. 139.)

CODIFICATION

Section is comprised of the first par. of section 13 of
act Dec. 23, 1913, as amended in 1916 (39 Stat. 752). The
second to eighth and tenth to fourteenth pars. of sec-
tion 13 (as now constituted) are classified to sections
92, 343 to 347, 347c, 347d, 361, 372, and 373 of this title.

For decision by U.S. Supreme Court that, despite
faulty placement of quotation marks, act Sept. 7, 1916,
placed within section 13 of act Dec. 23, 1913, each of the
ten pars. located between the phrases that introduced
the amendments to sections 13 and 14 of said act, that
only the seventh par. (rather than seventh to tenth
pars.) comprised the amended R.S. §5202, and that sec-
tion 20 of act Apr. 5, 1918 (40 Stat. 512) (which amended
R.S. §5202 comprised of a single par.), did not amend
section 13 of said act so as to repeal the eighth to tenth
pars., see United States National Bank of Oregon v. Inde-
pendent Insurance Agents of America, Inc., et al., 508 U.S.
439, 113 S.Ct. 2173, 124 L.Ed. 2d 402 (1993). As the result
of subsequent amendments, such seventh to tenth pars.
of section 13 now constitute the ninth to twelfth pars.
The ninth par. amended former section 82 of this title,
and the tenth to twelfth pars. are classified to sections
361, 92, and 373, respectively, of this title.

AMENDMENTS

1980—Pub. L. 96-221 inserted references to other de-
pository institutions and provisions respecting applica-
bility to other items presented for payment, and sub-
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stituted provisions setting forth items to constitute re-
quired balance to include items in transit, Federal Re-
serve bank services, and other appropriate factors, for
provisions requiring the balance to be sufficient to off-
set items in transit held for the account of the bank.

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.

§343. Discount of obligations arising out of ac-
tual commercial transactions

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice and protest by such bank as to its
own indorsement exclusively, any Federal re-
serve bank may discount notes, drafts, and bills
of exchange arising out of actual commercial
transactions; that is, notes, drafts, and bills of
exchange issued or drawn for agricultural, in-
dustrial, or commercial purposes, or the pro-
ceeds of which have been used, or are to be used,
for such purposes, the Board of Governors of the
Federal Reserve System to have the right to de-
termine or define the character of the paper
thus eligible for discount, within the meaning of
this chapter. Nothing in this chapter contained
shall be construed to prohibit such notes, drafts,
and bills of exchange, secured by staple agricul-
tural products, or other goods, wares, or mer-
chandise from being eligible for such discount,
and the notes, drafts, and bills of exchange of
factors issued as such making advances exclu-
sively to producers of staple agricultural prod-
ucts in their raw state shall be eligible for such
discount; but such definition shall not include
notes, drafts, or bills covering merely invest-
ments or issued or drawn for the purpose of car-
rying or trading in stocks, bonds, or other in-
vestment securities, except bonds and notes of
the Government of the United States. Notes,
drafts, and bills admitted to discount under the
terms of this paragraph must have a maturity at
the time of discount of not more than ninety
days, exclusive of grace.

In unusual and exigent circumstances, the
Board of Governors of the Federal Reserve Sys-
tem, by the affirmative vote of not less than five
members, may authorize any Federal reserve
bank, during such periods as the said board may
determine, at rates established in accordance
with the provisions of section 357 of this title, to
discount for any individual, partnership, or cor-
poration, notes, drafts, and bills of exchange
when such notes, drafts, and bills of exchange
are indorsed or otherwise secured to the satis-
faction of the Federal reserve bank: Provided,
That before discounting any such note, draft, or
bill of exchange for an individual or a partner-
ship or corporation the Federal reserve bank
shall obtain evidence that such individual, part-
nership, or corporation is unable to secure ade-
quate credit accommodations from other bank-
ing institutions. All such discounts for individ-
uals, partnerships, or corporations shall be sub-
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ject to such limitations, restrictions, and regu-
lations as the Board of Governors of the Federal
Reserve System may prescribe.

(Dec. 23, 1913, ch. 6, §13 (pars.), 38 Stat. 263; Sept.
7, 1916, ch. 461, 39 Stat. 752; Mar. 4, 1923, ch. 2562,
title IV, §402, 42 Stat. 1478; July 21, 1932, ch. 520,
§210, 47 Stat. 715; Aug. 23, 1935, ch. 614, title II,
§203(a), title III, §322, 49 Stat. 704, 714; Pub. L.
102-242, title IV, §473, Dec. 19, 1991, 105 Stat.
2386.)

CODIFICATION

Section is comprised of the second and third pars. of
section 13 of act Dec. 23, 1913, as amended. The act of
Mar 4, 1923, split the second par. of section 13, as
amended in 1916 (39 Stat. 7562), into two pars., the first
of which constitutes the first par. of this section and
the second as section 344 of this title. The act of July
21, 1932, added the second par. of this section which was
designated to follow the second par. of section 13. For
classification to this title of other pars. of section 13,
see Codification note set out under section 342 of this
title.

AMENDMENTS

1991—Pub. L. 102-242 struck out ‘‘of the kinds and ma-
turities made eligible for discount for member banks
under other provisions of this chapter’ after first ref-
erence to ‘‘bills of exchange’ in second par.

1935—Act Aug. 23, 1935, §322, substituted words imme-
diately preceding proviso for ‘‘indorsed and otherwise
secured to the satisfaction of the Federal reserve
bank.”

1932—Act July 21, 1932, added second par.

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.

§ 344. Discount or purchase of bills to finance ag-
ricultural shipments

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice, and protest by such bank as to its
own indorsement exclusively, and subject to reg-
ulations and limitations to be prescribed by the
Board of Governors of the Federal Reserve Sys-
tem, any Federal reserve bank may discount or
purchase bills of exchange payable at sight or on
demand which grow out of the domestic ship-
ment or the exportation of nonperishable, read-
ily marketable agricultural and other staples
and are secured by bills of lading or other ship-
ping documents conveying or securing title to
such staples: Provided, That all such bills of ex-
change shall be forwarded promptly for collec-
tion, and demand for payment shall be made
with reasonable promptness after the arrival of
such staples at their destination: Provided fur-
ther, That no such bill shall in any event be held
by or for the account of a Federal reserve bank
for a period in excess of ninety days. In dis-
counting such bills Federal reserve banks may
compute the interest to be deducted on the basis
of the estimated life of each bill and adjust the
discount after payment of such bills to conform
to the actual life thereof.

(Dec. 23, 1913, ch. 6, §13 (par.), as added Mar. 4,
1923, ch. 252, title IV, §402, 42 Stat. 1479; amended
May 29, 1928, ch. 884, 45 Stat. 975; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)
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CODIFICATION

Section is comprised of the fourth par. of section 13
of act Dec. 23, 1913, as amended. The act of Mar. 4, 1923,
split the second par. of section 13, as amended in 1916
(39 Stat. 752), into two pars., the first of which con-
stitutes the first par. of section 343 of this title and the
second as this section, making it the third par. of sec-
tion 13. However, the third par. became the fourth par.
when act July 21, 1932, added a new par. to follow the
second par. For further details, see Codification note
set out under section 343 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.

AMENDMENTS

1928—Act May 29, 1928, amended part of first sentence
preceding proviso.

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.

§345. Rediscount of notes, drafts, and bills for
member banks; limitation of amount

The aggregate of notes, drafts, and bills upon
which any person, copartnership, association, or
corporation is liable as maker, acceptor, in-
dorser, drawer, or guarantor, rediscounted for
any member bank, shall at no time exceed the
amount for which such person, copartnership,
association, or corporation may lawfully become
liable to a national banking association under
the terms of section 84 of this title: Provided,
however, That nothing in this section shall be
construed to change the character or class of
paper now eligible for rediscount by Federal re-
serve banks.

(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; Apr. 12, 1930, ch. 140, 46 Stat. 162.)

CODIFICATION

Section is comprised of the fifth par. of section 13 of
act Dec. 23, 1913, as amended. The fifth par. constituted
the third par. of section 13 in 1916 (39 Stat. 752), became
the fourth par. in 1923 (42 Stat. 1478), and became the
fifth par. in 1932 (47 Stat. 715). For further details, see
Codification notes set out 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 sec-
tion 342 of this title.

AMENDMENTS

1930—Act Apr. 12, 1930, among other changes, inserted
proviso.

§ 346. Discount of acceptances

Any Federal reserve bank may discount ac-
ceptances of the kinds hereinafter described,
which have a maturity at the time of discount
of not more than ninety days’ sight, exclusive of
days of grace, and which are indorsed by at least
one member bank: Provided, That such accept-
ances if drawn for an agricultural purpose and
secured at the time of acceptance by warehouse
receipts or other such documents conveying or
securing title covering readily marketable sta-
ples may be discounted with a maturity at the
time of discount of not more than six months’
sight exclusive of days of grace.

(Dec. 23, 1913, ch. 6, §13 (par.), 38 Stat. 264; Mar.
3, 1915, ch. 93, 38 Stat. 958; Sept. 7, 1916, ch. 461,
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39 Stat. 7562; Mar. 4, 1923, ch. 252, title IV, §403,
42 Stat. 1479.)

REFERENCES IN TEXT

Words ‘‘hereinafter described’ are from the sixth par.
of section 13 of the Federal Reserve Act, see Codifica-
tion note below. Reference could be to acceptances de-
scribed in the remaining paragraphs of section 13,
which are contained in sections 82, 347, 347c, and 372 of
this title, or to acceptances described in subsequent
sections of the Federal Reserve Act, sections 14 et seq.
of act Dec. 23, 1913.

CODIFICATION

Section is comprised of the sixth par. of section 13 of
act Dec. 23, 1913, as amended. The sixth par. constituted
the fourth par. of section 13 in 1916 (39 Stat. 752), be-
came the fifth par. in 1923 (42 Stat. 1478), and became
the sixth par. in 1932 (47 Stat. 715). For further details,
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.

§347. Advances to member banks on their notes

Any Federal reserve bank may make advances
for periods not exceeding fifteen days to its
member banks on their promissory notes se-
cured by the deposit or pledge of bonds, notes,
certificates of indebtedness, or Treasury bills of
the United States, or by the deposit or pledge of
debentures or other such obligations of Federal
intermediate credit banks which are eligible for
purchase by Federal reserve banks under section
350 of this title, or by the deposit or pledge of
bonds issued under the provisions of subsection
(c) of section 14631 of this title; and any Federal
reserve bank may make advances for periods not
exceeding ninety days to its member banks on
their promissory notes secured by such notes,
drafts, bills of exchange, or bankers’ accept-
ances as are eligible for rediscount or for pur-
chase by Federal reserve banks under the provi-
sions of this chapter or secured by such obliga-
tions as are eligible for purchase under section
365 of this title. All such advances shall be made
at rates to be established by such Federal re-
serve banks, such rates to be subject to the re-
view and determination of the Board of Gov-
ernors of the Federal Reserve System. If any
member bank to which any such advance has
been made shall, during the life or continuance
of such advance, and despite an official warning
of the reserve bank of the district or of the
Board of Governors of the Federal Reserve Sys-
tem to the contrary, increase its outstanding
loans secured by collateral in the form of
stocks, bonds, debentures, or other such obliga-
tions, or loans made to members of any orga-
nized stock exchange, investment house, or deal-
er in securities, upon any obligation, note, or
bill, secured or unsecured, for the purpose of
purchasing and/or carrying stocks, bonds, or
other investment securities (except obligations
of the United States) such advance shall be
deemed immediately due and payable, and such
member bank shall be ineligible as a borrower at
the reserve bank of the district under the provi-
sions of this section for such period as the Board
of Governors of the Federal Reserve System

1See References in Text note below.
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shall determine: Provided, That no temporary
carrying or clearance loans made solely for the
purpose of facilitating the purchase or delivery
of securities offered for public subscription shall
be included in the loans referred to in this sec-
tion.

(Dec. 23, 1913, ch. 6, §13 (par.), as added Sept. 7,
1916, ch. 461, 39 Stat. 7563; amended May 19, 1932,
ch. 191, §6, 47 Stat. 160; May 12, 1933, ch. 25, title
II, §28, 48 Stat. 46; June 16, 1933, ch. 89, §9, 48
Stat. 180; Jan. 31, 1934, ch. 7, §16(a), 48 Stat. 348;
Apr. 27, 1934, ch. 168, §7(a), 48 Stat. 646; Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
87-353, §3(c), Oct. 4, 1961, 75 Stat. 773; Pub. L.
90-505, §3(a), Sept. 21, 1968, 82 Stat. 856.)

REFERENCES IN TEXT

Section 1463 of this title, referred to in text, was re-
pealed by Pub. L. 89-554, §8(a), Sept. 6, 1966, 80 Stat. 648.

CODIFICATION

Section is comprised of the eighth par. of section 13
of act Dec. 23, 1913, as amended. The eighth par. con-
stituted the sixth par. of section 13 in 1916 (39 Stat. 752,
753), became the seventh par. in 1923 (42 Stat. 1478), and
became the eighth par. in 1932 (47 Stat. 715). For further
details, 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.

AMENDMENTS

1968—Pub. L. 90-505 added promissory notes of mem-
bers banks secured by such obligations as are eligible
for purchase under section 355 of this title to the list of
types of promissory notes of member banks on which
the Federal reserve bank may make advances for peri-
ods not exceeding 90 days.

1961—Pub. L. 87-353 struck out provision authorizing
any Federal reserve bank to make advances to its
member banks on their promissory notes secured by
the deposit or pledge of Federal Farm Mortgage Cor-
poration bonds issued under the Federal Farm Mort-
gage Corporation Act.

1934—Act Apr. 27, 1934, inserted first phrase preceding
the semicolon in first sentence.

Act Jan. 31, 1934, inserted second phrase preceding
the semicolon in first sentence.

1933—Act June 16, 1933, amended section generally.

Act May 12, 1933, added Federal farm-loan bonds as
security for advances.

1932—Act May 19, 1932, inserted clause in first sen-
tence which begins ‘‘or by the deposit or pledge of de-
bentures’.

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.

§347a. Advances to member bank groups; inad-
equate amounts of eligible and acceptable as-
sets; liability of individual banks in group;
distribution of loans among banks of group;
rate of interest; notes accepted for advances
as collateral security for Federal reserve
notes; foreign obligations as security for ad-
vances

Upon receiving the consent of not less than
five members of the Board of Governors of the
Federal Reserve System, any Federal reserve
bank may make advances, in such amount as
the board of directors of such Federal reserve
bank may determine, to groups of five or more
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member banks within its district, a majority of
them independently owned and controlled, upon
their time or demand promissory notes, pro-
vided the bank or banks which receive the pro-
ceeds of such advances as herein provided have
no adequate amounts of eligible and acceptable
assets available to enable such bank or banks to
obtain sufficient credit accommodations from
the Federal reserve bank through rediscounts or
advances other than as provided in section 347b1
of this title. The liability of the individual
banks in each group must be limited to such
proportion of the total amount advanced to such
group as the deposit liability of the respective
banks bears to the aggregate deposit liability of
all banks in such group, but such advances may
be made to a lesser number of such member
banks if the aggregate amount of their deposit
liability constitutes at least 10 per centum of
the entire deposit liability of the member banks
within such district. Such banks shall be au-
thorized to distribute the proceeds of such loans
to such of their number and in such amount as
they may agree upon, but before so doing they
shall require such recipient banks to deposit
with a suitable trustee, representing the entire
group, their individual notes made in favor of
the group protected by such collateral security
as may be agreed upon. Any Federal reserve
bank making such advance shall charge interest
or discount thereon at a rate not less than 1 per
centum above its discount rate in effect at the
time of making such advance. No such note
upon which advances are made by a Federal re-
serve bank under this section shall be eligible
under section 412 of this title as collateral secu-
rity for Federal reserve notes.

No obligations of any foreign government, in-
dividual, partnership, association, or corpora-
tion organized under the laws thereof shall be
eligible as collateral security for advances under
this section.

Member banks are authorized to obligate
themselves in accordance with the provisions of
this section.

(Dec. 23, 1913, ch. 6, §10A, formerly §10(a), as
added Feb. 27, 1932, ch. 58, §1, 47 Stat. 56; amend-
ed Aug. 23, 1935, ch. 614, title II, §203(a), 49 Stat.
704; renumbered §10A, Pub. L. 102-242, title I,
§142(a)(1), Dec. 19, 1991, 105 Stat. 2279.)

REFERENCES IN TEXT

Section 347b of this title, referred to in first par., was
in the original a reference to section 10(b), meaning
section 10(b) of the Federal Reserve Act. Section 10(b)
of that Act was renumbered section 10B by Pub. L.
102-242, title I, §142(a)(2), Dec. 19, 1991, 105 Stat. 2279,
without a corresponding amendment to this section.

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.

1See References in Text note below.
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§347b. Advances to individual member banks on
time or demand notes; maturities; time notes
secured by mortgage loans covering one-to-
four family residences

(a) In general

Any Federal Reserve bank, under rules and
regulations prescribed by the Board of Gov-
ernors of the Federal Reserve System, may
make advances to any member bank on its time
or demand notes having maturities of not more
than four months and which are secured to the
satisfaction of such Federal Reserve bank.

Notwithstanding the foregoing, any Federal
Reserve bank, under rules and regulations pre-
scribed by the Board of Governors of the Federal
Reserve System, may make advances to any
member bank on its time notes having such ma-
turities as the Board may prescribe and which
are secured by mortgage loans covering a one-
to-four family residence. Such advances shall
bear interest at a rate equal to the lowest dis-
count rate in effect at such Federal Reserve
bank on the date of such note.

(b) Limitations on advances
(1) Limitation on extended periods

Except as provided in paragraph (2), no ad-
vances to any undercapitalized depository in-
stitution by any Federal Reserve bank under
this section may be outstanding for more than
60 days in any 120-day period.

(2) Viability exception

(A) In general

If—

(i) the head of the appropriate Federal
banking agency certifies in advance in
writing to the Federal Reserve bank that
any depository institution is viable; or

(ii) the Board conducts an examination
of any depository institution and the
Chairman of the Board certifies in writing
to the Federal Reserve bank that the insti-
tution is viable,

the limitation contained in paragraph (1)
shall not apply during the 60-day period be-
ginning on the date such certification is re-
ceived.

(B) Extensions of period

The 60-day period may be extended for ad-
ditional 60-day periods upon receipt by the
Federal Reserve bank of additional written
certifications under subparagraph (A) with
respect to each such additional period.

(C) Authority to issue a certificate of viabil-
ity may not be delegated

The authority of the head of any agency to
issue a written certification of viability
under this paragraph may not be delegated
to any other person.

(D) Extended advances subject to paragraph
3)

Notwithstanding paragraph (1), an under-
capitalized depository institution which
does not have a certificate of viability in ef-
fect under this paragraph may have ad-
vances outstanding for more than 60 days in
any 120-day period if the Board elects to
treat—
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(i) such institution as critically under-
capitalized under paragraph (3); and

(ii) any such advance as an advance de-
scribed in subparagraph (A)(i) of paragraph
(3).

(3) Advances to critically undercapitalized de-
pository institutions

(A) Liability for increased loss

Notwithstanding any other provision of
this section, if—
(i) in the case of any critically under-
capitalized depository institution—

(I) any advance under this section to
such institution is outstanding without
payment having been demanded as of the
end of the 5-day period beginning on the
date the institution becomes a critically
undercapitalized depository institution;
or

(IT) any new advance is made to such
institution under this section after the
end of such period; and

(ii) after the end of that 5-day period,
any deposit insurance fund in the Federal
Deposit Insurance Corporation incurs a
loss exceeding the loss that the Corpora-
tion would have incurred if it had lig-
uidated that institution as of the end of
that period,

the Board shall, subject to the limitations in
subparagraph (B), be liable to the Federal
Deposit Insurance Corporation for the excess
loss, without regard to the terms of the ad-
vance or any collateral pledged to secure the
advance.

(B) Limitation on excess loss

The liability of the Board under subpara-
graph (A) shall not exceed the lesser of the
following:

(i) The amount of the loss the Board or
any Federal Reserve bank would have in-
curred on the increases in the amount of
advances made after the 5-day period re-
ferred to in subparagraph (A) if those in-
creased advances had been unsecured.

(ii) The interest received on the in-
creases in the amount of advances made
after the 5-day period referred to in sub-
paragraph (A).

(C) Federal Reserve to pay obligation

The Board shall pay the Federal Deposit
Insurance Corporation the amount of any li-
ability of the Board under subparagraph (A).

(D) Report

The Board shall report to the Congress on
any excess loss liability it incurs under sub-
paragraph (A), as limited by subparagraph
(B)(i), and the reasons therefore, not later
than 6 months after incurring the liability.

(4) No obligation to make advances

A Federal Reserve bank shall have no obli-
gation to make, increase, renew, or extend any
advance or discount under this chapter to any
depository institution.
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(5) Definitions
(A) Appropriate Federal banking agency

The term ‘‘appropriate Federal banking
agency’’ has the same meaning as in section
1813 of this title.

(B) Critically undercapitalized

The term ‘‘critically undercapitalized’ has
the same meaning as in section 18310 of this
title.

(C) Depository institution

The term ‘‘depository institution’ has the
same meaning as in section 1813 of this title.

(D) Undercapitalized depository institution

The term ‘‘undercapitalized depository in-
stitution” means any depository institution
which—

(i) is undercapitalized, as defined in sec-
tion 18310 of this title; or

(ii) has a composite CAMEL rating of 5
under the Uniform Financial Institutions

Rating System (or an equivalent rating by

any such agency under a comparable rat-

ing system) as of the most recent examina-
tion of such institution.

(E) Viable

A depository institution is ‘‘viable” if the
Board or the appropriate Federal banking
agency determines, giving due regard to the
economic conditions and circumstances in
the market in which the institution oper-
ates, that the institution—

(i) is not critically undercapitalized;

(ii) is not expected to become critically
undercapitalized; and

(iii) is not expected to be placed in con-
servatorship or receivership.

(Dec. 23, 1913, ch. 6, §10B, formerly §10(b), as
added Feb. 27, 1932, ch. 58, §2, 47 Stat. 56; amend-
ed Feb. 3, 1933, ch. 34, 47 Stat. 794; Mar. 9, 1933,
ch. 1, title IV, §402, 48 Stat. 7; Aug. 23, 1935, ch.
614, title II, §204, 49 Stat. 705; Pub. L. 93-449, §5,
Oct. 18, 1974, 88 Stat. 1368; Pub. L. 96-221, title I,
§106, Mar. 31, 1980, 94 Stat. 140; renumbered §10B
and amended Pub. L. 102-242, title I, §142(a)(2),
(b), Dec. 19, 1991, 105 Stat. 2279; Pub. L. 104-208,
div. A, title II, §2704(d)(9), Sept. 30, 1996, 110
Stat. 3009-489.)

AMENDMENTS

1996—Subsec. (b)(3)(A)(@ii). Pub. L. 104—208, which di-
rected the amendment of cl. (ii) by substituting ‘‘the
Deposit Insurance Fund of” for ‘‘any deposit insurance
fund in”’, was not executed. See Effective Date of 1996
Amendment note below.

1991—Pub. L. 102-242, §142(b), designated existing pro-
visions as subsec. (a), inserted heading, and added sub-
sec. (b).

1980—Pub. L. 96-221 struck out second sentence of
first par. relating to interest on notes under this sec-
tion.

1974—Pub. L. 93-449 inserted provisions relating to ad-
vances on time notes secured by mortgage loans cover-
ing one-to-four family residences.

1935—Act Aug. 23, 1935, struck out provision prescrib-
ing termination date of section.

1933—Act Mar. 9, 1933, struck out proviso which ex-
tended applicability to member banks regardless of
their capital, and empowered President to extend ter-
mination date one year beyond March 3, 1934.



Page 117

Act Feb. 3, 1933, extended termination date from
“March 3, 1933 to ‘“March 3, 1934".

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-208 effective Jan. 1, 1999,
if no insured depository institution is a savings asso-
ciation on that date, see section 2704(c) of Pub. L.
104-208, set out as a note under section 1821 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Section 142(d) of Pub. L. 102-242 provided that: ‘“The
amendment made by subsection (b) [amending this sec-
tion] shall take effect at the end of the 2-year period
beginning on the date of enactment of this Act [Dec. 19,
1991].”

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.

EXPIRATION

Proclamation No. 2076, Feb. 16, 1934, 48 Stat. 1734, ex-
tended section to Mar. 3, 1935. See 1935 amendment note
above.

§347c. Advances to individuals, partnerships,
and corporations; security; interest rate

Subject to such limitations, restrictions, and
regulations as the Board of Governors of the
Federal Reserve System may prescribe, any Fed-
eral reserve bank may make advances to any in-
dividual, partnership, or corporation on the
promissory notes of such individual, partner-
ship, or corporation secured by direct obliga-
tions of the United States or by any obligation
which is a direct obligation of, or fully guaran-
teed as to principal and interest by any agency
of the United States. Such advances shall be
made for periods not exceeding 90 days and shall
bear interest at rates fixed from time to time by
the Federal reserve bank, subject to the review
and determination of the Board of Governors of
the Federal Reserve System.

(Dec. 23, 1913, ch. 6, §13 (par.), as added Mar. 9,
1933, ch. 1, title IV, §403, 48 Stat. 7; amended
Aug. 23, 1935, ch. 614, title II, §203(a), 49 Stat. 704;
Pub. L. 90-505, §3(b), Sept. 21, 1968, 82 Stat. 856.)

CODIFICATION

Section is comprised of the thirteenth par. of section
13 of act Dec. 23, 1913, as added by act Mar. 9, 1933. For
additional details concerning the enactment and num-
bering of the first twelve and fourteenth pars. of sec-
tion 13, see Codification notes set out under sections 92,
342 to 347, 347d, 361, 372, and 373 of this title.

AMENDMENTS

1968—Pub. L. 90-505 added promissory notes secured
by any obligation which is a direct obligation of, or
fully guaranteed as to principal and interest by, any
agency of the United States to the list of types of
promissory notes on which federal reserve banks may
make advances to individuals, partnerships, and cor-
porations.

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.
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§347d. Transactions between Federal Reserve
banks and branch or agency of foreign bank;
matters considered

Subject to such restrictions, limitations, and
regulations as may be imposed by the Board of
Governors of the Federal Reserve System, each
Federal Reserve bank may receive deposits
from, discount paper endorsed by, and make ad-
vances to any branch or agency of a foreign
bank in the same manner and to the same ex-
tent that it may exercise such powers with re-
spect to a member bank if such branch or agen-
cy is maintaining reserves with such Reserve
bank pursuant to section 3105 of this title. In ex-
ercising any such powers with respect to any
such branch or agency, each Federal Reserve
bank shall give due regard to account balances
being maintained by such branch or agency with
such Reserve bank and the proportion of the as-
sets of such branch or agency being held as re-
serves under section 3105 of this title. For the
purposes of this paragraph, the terms ‘‘branch’,
“‘agency’’, and ‘‘foreign bank’ shall have the
same meanings assigned to them in section 3101
of this title.

(Dec. 23, 1913, ch. 6, §13 (par.), as added Pub. L.
95-369, §7(b), Sept. 17, 1978, 92 Stat. 621.)

CODIFICATION

Section is comprised of the fourteenth (last) par. of
section 13 of act Dec. 23, 1913, as added by act Sept. 17,
1978. For additional details concerning the enactment
and numbering of the first thirteen pars. of section 13,
see Codification notes set out under sections 92, 342 to
347, 347c, 361, 372, and 373 of this title.

PRIOR PROVISIONS

A prior section 347d, act Mar. 9, 1933, ch. 1, §404, as
added Mar. 24, 1933, ch. 8, §1, 48 Stat. 20, which related
to direct loans to State banks and trust companies, was
omitted from the Code as terminated since by its own
terms, it was effective for only one year following date
of its enactment, Mar. 24, 1933.

§348. Discount of obligations given for agricul-
tural purposes or based upon livestock; col-
lateral security for Federal reserve notes

Upon the indorsement of any of its member
banks, which shall be deemed a waiver of de-
mand, notice, and protest by such bank as to its
own indorsement exclusively, any Federal re-
serve bank may, subject to regulations and limi-
tations to be prescribed by the Board of Gov-
ernors of the Federal Reserve System, discount
notes, drafts, and bills of exchange issued or
drawn for an agricultural purpose, or based upon
livestock, and having a maturity, at the time of
discount, exclusive of days of grace, not exceed-
ing nine months, and such notes, drafts, and
bills of exchange may be offered as collateral se-
curity for the issuance of Federal reserve notes
under the provisions of section 16 of this Act:
Provided, That notes, drafts, and bills of ex-
change with maturities in excess of six months
shall not be eligible as a basis for the issuance
of Federal reserve notes unless secured by ware-
house receipts or other such negotiable docu-
ments conveying or securing title to readily
marketable staple agricultural products or by
chattel mortgage upon livestock which is being
fattened for market.
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(Dec. 23, 1913, ch. 6, §13A (par.), formerly §13a, as
added Mar. 4, 1923, ch. 252, title IV, §404, 42 Stat.
1479; amended Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704; renumbered §13A, Pub. L.
102242, title I, §142(e)(1), Dec. 19, 1991, 105 Stat.
2281.)

REFERENCES IN TEXT

Section 16 of this Act, referred to in text, means sec-
tion 16 of act Dec. 23, 1913. For classification of section
16 to this title, see Codification note set out under sec-
tion 411 of this title.

CODIFICATION

Section is comprised of first par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 2 to 5 of
section 13A are set out as sections 349 to 352 of this
title, respectively.

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.

§348a. Transactions with foreign banks; super-
vision of Board of Governors of the Federal
Reserve System

The Board of Governors of the Federal Reserve
System shall exercise special supervision over
all relationships and transactions of any kind
entered into by any Federal reserve bank with
any foreign bank or banker, or with any group
of foreign banks or bankers, and all such rela-
tionships and transactions shall be subject to
such regulations, conditions, and limitations as
the Board may prescribe. No officer or other rep-
resentative of any Federal reserve bank shall
conduct negotiations of any kind with the offi-
cers or representatives of any foreign bank or
banker without first obtaining the permission of
the Board of Governors of the Federal Reserve
System. The Board of Governors of the Federal
Reserve System shall have the right, in its dis-
cretion, to be represented in any conference or
negotiations by such representative or rep-
resentatives as the Board may designate. A full
report of all conferences or negotiations, and all
understandings or agreements arrived at or
transactions agreed upon, and all other material
facts appertaining to such conferences or nego-
tiations, shall be filed with the Board of Gov-
ernors of the Federal Reserve System in writing
by a duly authorized officer of each Federal re-
serve bank which shall have participated in such
conferences or negotiations.

(Dec. 23, 1913, ch. 6, §14(g), as added June 16, 1933,
ch. 89, §10, 48 Stat. 181; amended Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)

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.

§349. Rediscount for intermediate credit banks
of obligations given for agricultural pur-
poses; discount of notes made pursuant to
section 1031

Any Federal reserve bank may, subject to reg-
ulations and limitations to be prescribed by the
Board of Governors of the Federal Reserve Sys-
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tem, rediscount such notes, drafts, and bills
mentioned in section 348 of this title for any
Federal intermediate credit bank, except that
no Federal reserve bank shall rediscount for a
Federal intermediate credit bank any such note
or obligation which bears the indorsement of a
nonmember State bank or trust company which
is eligible for membership in the Federal reserve
system in accordance with subchapter VIII of
this chapter. Any Federal reserve bank may
also, subject to regulations and limitations to
be prescribed by the Board of Governors of the
Federal Reserve System, discount notes payable
to and bearing the indorsement of any Federal
intermediate credit bank covering loans or ad-
vances made by such bank pursuant to the pro-
visions of section 10311 of this title which have
maturities at the time of discount of not more
than nine months, exclusive of days of grace,
and which are secured by notes, drafts, or bills
of exchange eligible for rediscount by Federal
Reserve banks.

(Dec. 23, 1913, ch. 6, §13A (par.), formerly §13a, as
added Mar. 4, 1923, ch. 252, title IV, §404, 42 Stat.
1479; amended May 19, 1932, ch. 191, §5, 47 Stat.
160; Aug. 23, 1935, ch. 614, title II, §203(a), 49 Stat.
704; renumbered §13A, Pub. L. 102-242, title I,
§142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

REFERENCES IN TEXT

Subchapter VIII of this chapter, referred to in text,
was in the original ‘‘section 9 of this Act’, meaning
section 9 of act Dec. 23, 1913, ch. 6, 38 Stat. 251, as
amended, known as the Federal Reserve Act. Section 9
of the act is classified generally to subchapter VIII
(§321 et seq.) of this chapter.

Section 1031 of this title, referred to in text, was re-
pealed by Pub. L. 92-181, title V, §5.26(a), Dec. 10, 1971,
85 Stat. 624. See section 2074 of this title.

CODIFICATION

Section is comprised of second par. of section 13A,
formerly section 13a, as added Mar. 4, 1923. Pars. 1, 3 to
5 of section 13A are set out as sections 348, 349 to 352 of
this title, respectively.

AMENDMENTS
1932—Act May 19, 1932, inserted last sentence.

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.

§350. Purchase and sale of debentures and like
obligations of intermediate credit banks and
agricultural credit corporations

Any Federal reserve bank may also buy and
sell debentures and other such obligations is-
sued by a Federal intermediate credit bank or
by a national agricultural credit corporation,
but only to the same extent as and subject to
the same limitations as those upon which it
may buy and sell bonds issued under title I of
the Federal Farm Loan Act.

(Dec. 23, 1913, ch. 6, §13A (par.), formerly §13a, as
added Mar. 4, 1923, ch. 252, title IV, §404, 42 Stat.
1480; renumbered §13A, Pub. L. 102-242, title I,
§142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

1See References in Text note below.
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REFERENCES IN TEXT

Title I of the Federal Farm Loan Act, referred to in
text, is title I of act July 17, 1916, ch. 245, 39 Stat. 360.
Title I was classified to chapter 7 (§641 et seq.) of this
title, and was repealed by Pub. L. 92-181, title V,
§5.26(a), Dec. 10, 1971, 85 Stat. 624.

CODIFICATION

Section is comprised of third par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1, 2, 4 and
5 of section 13A are set out as sections 348, 349, 351 and
352 of this title, respectively.

NATIONAL AGRICULTURAL CREDIT CORPORATION

Title II of the Agricultural Credits Act, act Mar. 4,
1923, title II, §§201-217, 42 Stat. 1461, authorized creation
of national agricultural credit corporations, prior to re-
peal by Pub. L. 86-230, Sept. 18, 1959, §24, 73 Stat. 466.
Prior to such repeal, act June 16, 1933, § 77, 48 Stat. 292,
had prohibited the creation, after June 16, 1933, of na-
tional agricultural credit corporations authorized to be
formed under the Agricultural Credits Act.

§351. Obligations of cooperative marketing asso-
ciation as issued or drawn for agricultural
purposes

Notes, drafts, bills of exchange, or acceptances
issued or drawn by cooperative marketing asso-
ciations composed of producers of agricultural
products shall be deemed to have been issued or
drawn for an agricultural purpose, within the
meaning of sections 348 and 349 to 352 of this
title, if the proceeds thereof have been or are to
be advanced by such association to any members
thereof for an agricultural purpose, or have been
or are to be used by such association in making
payments to any members thereof on account of
agricultural products delivered by such mem-
bers to the association, or if such proceeds have
been or are to be used by such association to
meet expenditures incurred or to be incurred by
the association in connection with the grading,
processing, packing, preparation for market, or
marketing of any agricultural product handled
by such association for any of its members: Pro-
vided, That the express enumeration in this sec-
tion of certain classes of paper of cooperative
marketing associations as eligible for rediscount
shall not be construed as rendering ineligible
any other class of paper of such associations
which is now eligible for rediscount.

(Dec. 23, 1913, ch. 6, §13A (par.), formerly §13a, as
added Mar. 4, 1923, ch. 252, title IV, §404, 42 Stat.
1480; renumbered §13A, Pub. L. 102-242, title I,
§142(e)(1), Dec. 19, 1991, 105 Stat. 2281.)

CODIFICATION

Section is comprised of fourth par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1 to 3 and
5 of section 13A are set out as sections 348, 349, 350 and
352 of this title, respectively.

§352. Limitation on amount of obligations of cer-
tain maturities which may be discounted and
rediscounted

The Board of Governors of the Federal Reserve
System may, by regulation, limit to a percent-
age of the assets of a Federal reserve bank the
amount of notes, drafts, acceptances, or bills
having a maturity in excess of three months,
but not exceeding six months, exclusive of days
of grace, which may be discounted by such bank,

TITLE 12—BANKS AND BANKING

§353

and the amount of notes, drafts, bills, or accept-
ances having a maturity in excess of six months,
but not exceeding nine months, which may be
rediscounted by such bank.

(Dec. 23, 1913, ch. 6, §13A (par.), formerly §13a, as
added Mar. 4, 1923, ch. 252, title IV, §404, 42 Stat.
1480; amended Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704; renumbered §13A, Pub. L.
102242, title I, §142(e)(1), Dec. 19, 1991, 105 Stat.
2281.)

CODIFICATION

Section is comprised of fifth par. of section 13A, for-
merly section 13a, as added Mar. 4, 1923. Pars. 1 to 4 of
section 13A are set out as sections 348, 349 to 351 of this
title, respectively.

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.

§352a. Repealed. Pub. L. 85-699, title VI, §601,
Aug. 21, 1958, 72 Stat. 697

Section, act Dec. 23, 1913, ch. 6, §13b, as added June
19, 1934, ch. 653, §1, 48 Stat. 1105; amended Aug. 23, 1935,
ch. 614, title III, §323, 49 Stat. 714, authorized Federal
Reserve Banks to make loans to industrial and com-
mercial businesses and to discount or purchase indus-
trial obligations from financial institutions, and cre-
ated an industrial advisory committee.

EFFECTIVE DATE OF REPEAL

Section 601 of Pub. L. 85-699 provided that the repeal
of this section is effective one year after Aug. 21, 1958.

SAVINGS PROVISION

Section 601 of Pub. L. 85-699 provided that the repeal
of this section shall not affect the power of any Federal
Reserve bank to carry out, or protect its interest
under, any agreement theretofore made or transaction
entered into in carrying on operations under this sec-
tion.

FUND FOR MANAGEMENT COUNSELING

Section 602(a), (b) of Pub. L. 85-699 provided that:

“(a) Within sixty days after the enactment of this
Act [Aug. 21, 1958], each Federal Reserve bank shall pay
to the United States the aggregate amount which the
Secretary of the Treasury has heretofore paid to such
bank under the provisions of section 13b of the Federal
Reserve Act [this section]; and such payment shall con-
stitute a full discharge of any obligation or liability of
the Federal Reserve bank to the United States or to
the Secretary of the Treasury arising out of subsection
(e) of said section 13b [subsec. (e) of this section] or out
of any agreement thereunder.

‘“(b) The amounts repaid to the United States pursu-
ant to subsection (a) of this section shall be covered
into a special fund in the Treasury which shall be avail-
able for grants under section 7(d) of the Small Business
Act [section 636(d) of Title 15, Commerce and Trade].
Any remaining balance of funds set aside in the Treas-
ury for payments under section 13b of the Federal Re-
serve Act [this section] shall be covered into the Treas-
ury as miscellaneous receipts.”

§353. Purchase and sale of cable transfers,
acceptances and bills

Any Federal reserve bank may, under rules
and regulations prescribed by the Board of Gov-
ernors of the Federal Reserve System, purchase
and sell in the open market, at home or abroad,
either from or to domestic or foreign banks,
firms, corporations, or individuals, cable trans-
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fers and bankers’ acceptances and bills of ex-
change of the kinds and maturities by this chap-
ter made eligible for rediscount, with or without
the indorsement of a member bank.

(Dec. 23, 1913, ch. 6, §14 (par.), 38 Stat. 264; Aug.
23, 1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

Section is comprised of opening par. of section 14 of
act Dec. 23, 1913. Subsecs. (a) to (e) of section 14 and
subsec. (f) of section 14, as added Mar. 4, 1923, ch. 252,
title IV, §405, 42 Stat. 1480, are set out as sections 354
to 359 of this title, respectively.

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.

§354. Transactions involving gold coin, bullion,
and certificates

Every Federal reserve bank shall have power
to deal in gold coin and bullion at home or
abroad, to make loans thereon, exchange Fed-
eral reserve notes for gold, gold coin, or gold
certificates, and to contract for loans of gold
coin or bullion, giving therefor, when necessary,
acceptable security, including the hypo-
thecation of United States bonds or other secu-
rities which Federal reserve banks are author-
ized to hold.

(Dec. 23, 1913, ch. 6, §14(a), 38 Stat. 264.)
CODIFICATION

Section is comprised of subsec. (a) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note set out under
section 353 of this title.

§355. Purchase and sale of obligations of Na-
tional, State, and municipal governments;
open market operations; purchases and sales
from or to United States; maximum aggre-
gate amount of obligations acquired directly
from or loaned directly to United States

Every Federal Reserve bank shall have power:

(1) To buy and sell, at home or abroad, bonds
and notes of the United States, bonds issued
under the provisions of subsection (c) of section
14631 of this title and having maturities from
date of purchase of not exceeding six months,
and bills, notes, revenue bonds, and warrants
with a maturity from date of purchase of not ex-
ceeding six months, issued in anticipation of the
collection of taxes or in anticipation of the re-
ceipt of assured revenues by any State, county,
district, political subdivision, or municipality in
the continental United States, including irriga-
tion, drainage and reclamation districts, and ob-
ligations of, or fully guaranteed as to principal
and interest by, a foreign government or agency
thereof, such purchases to be made in accord-
ance with rules and regulations prescribed by
the Board of Governors of the Federal Reserve
System. Notwithstanding any other provision of
this chapter, any bonds, notes, or other obliga-
tions which are direct obligations of the United
States or which are fully guaranteed by the
United States as to principal and interest may

1See References in Text note below.
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be bought and sold without regard to maturities
but only in the open market.

(2) To buy and sell in the open market, under
the direction and regulations of the Federal
Open Market Committee, any obligation which
is a direct obligation of, or fully guaranteed as
to principal and interest by, any agency of the
United States.

(Dec. 23, 1913, ch. 6, §14(b), 38 Stat. 264; Jan. 31,
1934, ch. 7, §16(b), 48 Stat. 348; Apr. 27, 1934, ch.
168, §7(b), 48 Stat. 646; Aug. 23, 1935, ch. 614, title
11, §§203(a), 206(a), 49 Stat. 704, 706; Mar. 27, 1942,
ch. 199, title IV, §401, 56 Stat. 180; Apr. 28, 1947,
ch. 44, 61 Stat. 56; June 30, 1950, ch. 425, 64 Stat.
307; June 23, 1952, ch. 454, 66 Stat. 154; June 29,
1954, ch. 422, 68 Stat. 329; June 25, 1956, ch. 447, 70
Stat. 339; Pub. L. 85-476, June 30, 1958, 72 Stat.
261; Pub. L. 86-567, July 1, 1960, 74 Stat. 295; Pub.
L. 87-353, §3(d), Oct. 4, 1961, 75 Stat. 773; Pub. L.
87-506, June 28, 1962, 76 Stat. 112; Pub. L. 88-344,
June 30, 1964, 78 Stat. 235; Pub. L. 89-484, June 30,
1966, 80 Stat. 235; Pub. L. 89-597, §6, Sept. 21, 1966,
80 Stat. 825; Pub. L. 90-300, May 4, 1968, 82 Stat.
113; Pub. L. 91-360, July 31, 1970, 84 Stat. 668;
Pub. L. 9245, July 2, 1971, 85 Stat. 100; Pub. L.
93-93, Aug. 14, 1973, 87 Stat. 314; Pub. L. 93-495,
title I, §109, Oct. 28, 1974, 88 Stat. 1505; Pub. L.
94-125, Nov. 12, 1975, 89 Stat. 678; Pub. L. 95-22,
title II, §201, Apr. 19, 1977, 91 Stat. 49; Pub. L.
95-128, title II, §209, Oct. 12, 1977, 91 Stat. 1131;
Pub. L. 95-154, Nov. 7, 1977, 91 Stat. 1256; Pub. L.
95-534, Oct. 27, 1978, 92 Stat. 2032; Pub. L. 96-18,
§§1, 3, June 8, 1979, 93 Stat. 35, 36; Pub. L. 96-221,
title I, §105(b)(2), Mar. 31, 1980, 94 Stat. 140.)

REFERENCES IN TEXT

Section 1463 of this title, referred to in text, was re-
pealed by Pub. L. 89-554, §8(a), Sept. 6, 1966, 80 Stat. 648.

CODIFICATION

Section is comprised of subsec. (b) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note set out under
section 353 of this title.

AMENDMENTS

1980—Par. (1). Pub. L. 96-221 inserted provisions relat-
ing to obligations of a foreign government or agency
thereof.

1979—Par. (1). Pub. L. 96-18, §1(a), struck out proviso
under which Federal Reserve banks had been allowed,
until May 1, 1979, to buy and sell either in the open
market or directly from or to the United States bonds,
notes, or other obligations which were direct obliga-
tions of the United States or which were fully guaran-
teed by the United States and, after Apr. 30, 1979, had
allowed such obligations to be purchased but only in
the open market.

Pub. L. 96-18, §3(b), inserted provision that notwith-
standing any other provision of this chapter, any
bonds, notes, or other obligations which are direct obli-
gations of the United States or which are fully guaran-
teed by the United States as to principal and interest
may be bought and sold without regard to maturities
but only in the open market.

Par. (2). Pub. L. 96-18, §§1(b), 3(a), temporarily sub-
stituted ‘‘the United States or any agency of the
United States, and to lend, under the direction and reg-
ulations of the Federal Open Market Committee, any
such obligation to the Secretary of the Treasury’ for
‘“‘any agency of the United States’. See Effective and
Termination Dates of 1979 Amendment note set out
below.

Pars. (3), (4). Pub. L. 96-18, §§1(c), 3(a), temporarily
added pars. (3) and (4). See Effective and Termination
Dates of 1979 Amendment note set out below.
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1978—Par. (1). Pub. L. 95-534 substituted ‘“May 1, 1979
for “May 1, 1978 and ‘April 30, 1979 for ‘‘April 30,
1978,

1977—Par. (1). Pub. L. 95-154 substituted ‘“May 1, 1978’
for ““October 1, 1977 and ‘‘April 30, 1978 for ‘‘Septem-
ber 30, 1977°.

Pub. L. 95-128 substituted ‘‘October 1, 1977 for ‘“No-
vember 1, 1978 and ‘‘September 30, 1977 for ‘“‘October
31, 1978>.

Pub. L. 95-22 substituted ‘‘November 1, 1978 for ‘“‘No-
vember 1, 1976 and ‘‘October 31, 1978 for ‘‘October 31,
1976”°.

1975—Par. (1). Pub. L. 94-125 substituted ‘‘November 1,
1976 for ‘“November 1, 1975 and ‘‘October 31, 1976 for
“October 31, 1975,

1974—Par. (1). Pub. L. 93-495 substituted ‘‘November 1,
1975 for “November 1, 1973’ and ‘‘October 31, 1975 for
“October 31, 1973”".

1973—Par. (1). Pub. L. 93-93 substituted ‘‘November 1,
1973 for ‘‘July 1, 1973 and ‘‘October 31, 1973" for ‘“‘June
30, 1973”.

1971—Par. (1). Pub. L. 92-45 substituted ‘‘July 1, 1973”
for “‘July 1, 19717 and ‘‘June 30, 1973 for ‘‘June 30,
19717

1970—Par. (1). Pub. L. 91-360 substituted “July 1, 1971
for “‘July 1, 1970 and ‘‘June 30, 1971 for ‘‘June 30,
1970,

1968—Par. (1). Pub. L. 90-300 substituted ‘‘July 1, 1970
for ““July 1, 1968 and ‘“June 30, 1970 for ‘‘June 30,
1968”°.

1966—Pub. L. 89-597 designated existing provisions as
par. (1) and added par. (2).

Pub. L. 89-484 substituted ‘‘July 1, 1968 for ‘‘July 1,
1966 and ‘‘June 30, 1968’ for ‘‘June 30, 1966°’.

1964—Pub. L. 88-344 substituted ‘“‘July 1, 1966 for
“July 1, 1964, and ‘‘June 30, 1966’ for ‘‘June 30, 1964.

1962—Pub. L. 87-506 substituted ‘‘July 1, 1964 for
“July 1, 1962 and ‘“‘June 30, 1964 for ‘‘June 30, 1962.”

1961—Pub. L. 87-353 struck out provision authorizing
every Federal reserve bank to buy and sell, at home or
abroad, bonds of the Federal Farm Mortgage Corpora-
tion having maturities from date of purchase of not ex-
ceeding six months.

1960—Pub. L. 86-567 substituted ‘“July 1, 1962 for
“July 1, 1960 and ‘‘June 30, 1962 for ‘‘June 30, 1960.

1958—Pub. L. 85-476 substituted ‘‘July 1, 1960 for
“July 1, 1958 and ‘‘June 30, 1960 for ‘‘June 30, 1958".

1956—Act June 25, 1956, substituted ‘‘July 1, 1958’ for
“July 1, 1956 and ‘“‘June 30, 1958 for ‘‘June 30, 1958”’.
1954—Act June 29, 1954, substituted ‘“‘July 1, 1956’ for
“July 1, 1954 and ‘“‘June 30, 1956’ for ‘‘June 30, 1954.
1952—Act June 23, 1952, substituted ‘‘July 1, 1954 for
“July 1, 1952 and ‘“‘June 30, 1954’ for ‘‘June 30, 1952”.
1950—Act June 30, 1950, substituted ‘“‘July 1, 1952 for
“July 1, 1950 and ‘‘June 30, 1952’ for ‘‘June 30, 1950"’.
1947—Act Apr. 28, 1947, substituted proviso which al-
lows the Federal Reserve banks to buy and sell either
in the open market or directly from or to the United
States any bonds, notes, or other obligations which are
direct obligations of the United States or are fully
guaranteed by the United States but limits the aggre-
gate amount to be held at any one time to $5,000,000,000,
and after June 30, 1950 allows such obligation to be pur-
chased, but only in the open market for former proviso.
1942—Act Mar. 27, 1942, amended proviso generally.
1935—Act Aug. 23, 1935, §206(a), inserted proviso.
1934—Act Apr. 27, 1934, authorized purchase and sale
of bonds issued under subsec. (¢) of [former] section 1463
of this title.

Act Jan. 31, 1934, authorized purchase and sale of

bonds of Federal Farm Mortgage Corporation.

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 AND APPLICABILITY OF 1980
AMENDMENT

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

Section 105(b)(2) of Pub. L. 96-221 provided that the
amendment by that section is applicable as this section
is in effect on first day of sixth month which begins
after March 31, 1980, and as it will be in effect on June
1, 1981.

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Section 3(a) of Pub. L. 96-18 provided that: ‘“‘Except
for the amendments made by subsection (a) of the first
section of this Act [amending par. (1) of this section],
and except for the amendment made by subsection (b)
of this section [amending par. (1) of this section effec-
tive upon the expiration of the two-year period begin-
ning on June 8, 1979], the amendments made by this Act
[enacting section 359a of this title and pars. (3) and (4)
of this section and amending par. (2) of this section]
shall be effective only during the two-year period
which begins on the date of enactment of this Act
[June 8, 1979]. Upon the expiration of such period, each
provision of law amended by this Act [enacting section
359a of this title and amending this section], except sec-
tion 14(b)(1) of the Federal Reserve Act [par. (1) of this
section], is amended to read as it did immediately prior
to the enactment of this Act.”

Section 3(b) of Pub. L. 96-18 provided that the amend-
ment made by that section is effective ‘“‘Upon the expi-
ration of the 2-year period which begins on the date of
enactment of this Act [June 8, 1979].

EXPIRATION OF 1942 AMENDMENT

Amendment of the proviso of this section by act Mar.
27, 1942, remained in force only until the date fixed by
section 645 of Appendix to Title 50, War and National
Defense, after which provisions in force before the
amendment again became effective. Before the 1942
amendment, the proviso of this section read: ‘““Provided,
That any bonds, notes, or other obligations which are
direct obligations of the United States or which are
fully guaranteed by the United States as to principal
and interest may be bought and sold without regard to
maturities but only in the open market.”

§356. Purchase of commercial paper from mem-
ber banks and sale of same

Every Federal reserve bank shall have power
to purchase from member banks and to sell,
with or without its indorsement, bills of ex-
change arising out of commercial transactions,
as hereinbefore defined.

(Dec. 23, 1913, ch. 6, §14(c), 38 Stat. 264.)
CODIFICATION

Section is comprised of subsec. (¢) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

§ 357. Establishment of rates of discount

Every Federal reserve bank shall have power
to establish from time to time, subject to review
and determination of the Board of Governors of
the Federal Reserve System, rates of discount to
be charged by the Federal reserve bank for each
class of paper, which shall be fixed with a view
of accommodating commerce and business, but
each such bank shall establish such rates every
fourteen days, or oftener if deemed necessary by
the Board.

(Dec. 23, 1913, ch. 6, §14(d), 38 Stat. 264; Apr. 13,
1920, ch. 128, 41 Stat. 550; Mar. 4, 1923, ch. 252,
title IV, §407, 42 Stat. 1480; Aug. 23, 1935, ch. 614,
title II, §§203(a), 206(b), 49 Stat. 704, 706.)
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CODIFICATION

Section is comprised of subsec. (d) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

AMENDMENTS

1935—Act Aug. 23, 1935, §206(b), inserted words at end
of section beginning ‘‘but each such’.

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.

§358. Establishment of accounts for purposes of
open-market operations; correspondents and
agencies

Every Federal reserve bank shall have power
to establish accounts with other Federal reserve
banks for exchange purposes and, with the con-
sent or upon the order and direction of the
Board of Governors of the Federal Reserve Sys-
tem and under regulations to be prescribed by
said Board, to open and maintain accounts in
foreign countries, appoint correspondents, and
establish agencies in such countries wheresoever
it may be deemed best for the purpose of pur-
chasing, selling, and collecting bills of ex-
change, and to buy and sell, with or without its
indorsement, through such correspondents or
agencies, bills of exchange (or acceptances) aris-
ing out of actual commercial transactions which
have not more than ninety days to run, exclu-
sive of days of grace, and which bear the signa-
ture of two or more responsible parties, and,
with the consent of the Board of Governors of
the Federal Reserve System, to open and main-
tain banking accounts for such foreign cor-
respondents or agencies, or for foreign banks or
bankers, or for foreign states as defined in sec-
tion 632 of this title. Whenever any such account
has been opened or agency or correspondent has
been appointed by a Federal reserve bank, with
the consent of or under the order and direction
of the Board of Governors of the Federal Reserve
System, any other Federal reserve bank may,
with the consent and approval of the Board of
Governors of the Federal Reserve System, be
permitted to carry on or conduct, through the
Federal reserve bank opening such account or
appointing such agency or correspondent, any
transactions authorized by this section under
rules and regulations to be prescribed by the
board.

(Dec. 23, 1913, ch. 6, §14(e), 38 Stat. 264; Sept. 7,
1916, ch. 461, 39 Stat. 754; June 21, 1917, ch. 32, §6,
40 Stat. 235; Aug. 23, 1935, ch. 614, title II, §203(a),
49 Stat. 704; Apr. 7, 1941, ch. 43, §1, 55 Stat. 131.)

CODIFICATION

Section is comprised of subsec. (e) of section 14 of act
Dec. 23, 1913. For classification to this title of remain-
der of section 14, see Codification note under section 353
of this title.

AMENDMENTS

1941—Act Apr. 7, 1941, inserted in first sentence ‘‘and
which bear the signature of two or more responsible
parties’ and ‘‘or for foreign states as defined in section
632 of this title”.
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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.

§359. Purchase and sale of acceptances of inter-
mediate credit banks and agricultural credit
corporations

Every Federal reserve bank shall have power
to purchase and sell in the open market, either
from or to domestic banks, firms, corporations,
or individuals, acceptances of Federal inter-
mediate credit banks and of national agricul-
tural credit corporations, whenever the Board of
Governors of the Federal Reserve System shall
declare that the public interest so requires.

(Dec. 23, 1913, ch. 6, §14(f), as added Mar. 4, 1923,
ch. 252, title IV, §405, 42 Stat. 1480; amended
Aug. 23, 1935, ch. 614, title II, §203(a), 49 Stat.
704.)

CODIFICATION

Section is comprised of subsec. (f) of section 14 of act
Dec. 23, 1913, as added Mar. 4, 1923. For classification to
this title of remainder of section 14, see Codification
note under section 353 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.

NATIONAL AGRICULTURAL CREDIT CORPORATION

Title IT of the Agricultural Credits Act, act Mar. 4,
1923, title II, §§201-217, 42 Stat. 1461, authorized creation
of national agricultural credit corporations, prior to re-
peal by Pub. L. 86-230, Sept. 8, 1959, §24, 73 Stat. 466.
Prior to such repeal, act June 16, 1933, §77, 48 Stat. 292,
had prohibited the creation, after June 16, 1933, of na-
tional agricultural credit corporations authorized to be
formed under the Agricultural Credits Act.

§ 359a. Omitted
CODIFICATION

Section, act Dec. 23, 1913, ch. 6, §14(h), as added June
8, 1979, Pub. L. 96-18, §2, 93 Stat. 35, which authorized
the Secretary of the Treasury to borrow and sell in
open market, and required the repurchase and return of
obligations to Federal Reserve Banks, was effective
only during the two-year period that began June 8, 1979,
as provided by section 3(a) of Pub. L. 96-18.

§360. Receiving checks and drafts on deposit at
par; charges for collections, exchange, and
clearances

Every Federal reserve bank shall receive on
deposit at par from depository institutions or
from Federal reserve banks checks and other
items, including negotiable orders of withdrawal
and share drafts and drafts drawn upon any of
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
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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 the 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 thirteenth par. of section 16
of act Dec. 23, 1913. For classification to this title of
other paragraphs of section 16, see Codification note set
out under section 411 of this title.

AMENDMENTS

1980—Pub. L. 96-221 substituted references to deposi-
tory institutions for references to member banks wher-
ever appearing and inserted references to applicability
to other items, including negotiable orders of with-
drawal and share drafts.

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.
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§§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
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,
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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, 656 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(0) 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 66%5 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-
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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-
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 66253 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 6625 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
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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; 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
(D).
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 [156 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,
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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
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 625 per centum.

1962—Pub. L. 87-717 increased aggregate real estate
loan limitation from 60 to 70 per centum of a bank’s
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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 6625 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 66% 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, 19563, 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
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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. Payment of interest on demand deposits

No member bank shall, directly or indirectly,
by any device whatsoever, pay any interest on
any deposit which is payable on demand: Pro-
vided, That nothing herein contained shall be
construed as prohibiting the payment of interest
in accordance with the terms of any certificate
of deposit or other contract entered into in good
faith which is in force on the date on which the
bank becomes subject to the provisions of this
section; but no such certificate of deposit or
other contract shall be renewed or extended un-
less it shall be modified to conform to this sec-
tion, and every member bank shall take such ac-
tion as may be necessary to conform to this sec-
tion as soon as possible consistently with its
contractual obligations: Provided further, That
this section shall not apply to any deposit of
such bank which is payable only at an office
thereof located outside of the States of the
United States and the District of Columbia: Pro-
vided further, That until the expiration of two
years after August 23, 1935, this section shall not
apply (1) to any deposit made by a savings bank
as defined in section 12B of this Act, as amend-
ed, or by a mutual savings bank, or (2) to any
deposit of public funds made by or on behalf of
any State, county, school district, or other sub-
division or municipality, or to any deposit of
trust funds if the payment of interest with re-
spect to such deposit of public funds or of trust
funds is required by State law. So much of exist-
ing law as requires the payment of interest with
respect to any funds deposited by the United
States, by any Territory, District, or possession
thereof, or by any public instrumentality, agen-
cy, or officer of the foregoing, as is inconsistent
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with the provisions of this section is repealed.
Notwithstanding any other provision of this sec-
tion, a member bank may permit withdrawals to
be made automatically from a savings deposit
that consists only of funds in which the entire
beneficial interest is held by one or more indi-
viduals through payment to the bank itself or
through transfer of credit to a demand deposit
or other account pursuant to written authoriza-
tion from the depositor to make such payments
or transfers in connection with checks or drafts
drawn upon the bank, pursuant to terms and
conditions prescribed by the Board.

(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.)

REFERENCES IN TEXT

Section 12B of this Act [Federal Reserve Act], as
amended, referred to in text, formerly classified to sec-
tion 264 of this title, has been withdrawn from the Fed-
eral Reserve Act and incorporated in the Federal De-
posit Insurance Act which is classified to chapter 16
(§1811 et seq.) of this title.

This section, referred to in the last sentence, means
section 19 of act Dec. 23, 1913, as amended, which is
classified to sections 142, 37la, 371b, 371b-1, 374, 374a,
461, 463 to 466, 505, and 506 of this title.

CODIFICATION

Words ‘“‘(including the Philippine Islands)” following
‘“‘or any possession thereof’” were omitted from text on
authority of Proc. No. 2695, which granted independ-
ence to the Philippine Islands pursuant to section 1394
of Title 22. Proc. No. 2695 is set out as a note under sec-
tion 1394 of Title 22, Foreign Relations and Intercourse.

AMENDMENTS

1980—Pub. L. 96-221, §§302(a), 307, inserted provision
identical to provision added by Pub. L. 96-161 respect-
ing authorization of member banks to permit with-
drawals to be made automatically from savings depos-
its consisting only of funds in which the entire bene-
ficial interest is held by one or more individuals
through payment to the bank itself or through transfer
of credit to a demand deposit or other account pursu-
ant to written authorization from the depositor to
make such transfer or payments in connection with
checks or drafts drawn upon the bank, and repealed the
amendment made by Pub. L. 96-161. See Repeals and Ef-
fective Date of 1980 Amendment notes below.

1979—Pub. L. 96-161 inserted provision allowing mem-
ber banks to permit withdrawals to be made automati-
cally from a savings deposit that consists only of funds
in which the entire beneficial interest is held by one or
more individuals through payment to the bank itself or
through transfer of credit to a demand deposit or other
account pursuant to written authorization from the de-
positor to make such payments or transfers in connec-
tion with checks or drafts drawn upon the bank, pursu-
ant to terms and conditions prescribed by the Board.

1935—Act Aug. 23, 1935, affected three provisos and
added last sentence.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 306 of title III of Pub. L. 96-221 provided that:
“The amendments made by sections 302, 304, and 305 of
this title [amending this section and sections 1464, 1752,
1757, 1763, 1785, and 1828 of this title] shall take effect
at the close of March 31, 1980, and the amendments
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made by section 303 of this title [amending section 1832
of this title] shall take effect on December 31, 1980."

EFFECTIVE AND TERMINATION DATES OF 1979
AMENDMENT

Section 104 of Pub. L. 96-161 which provided that the
amendments made by sections 101-103 [amending this
section and sections 1464, 1752, 1757, and 1828 of this
title] shall take effect on Dec. 31, 1979, and shall remain
in effect until the close of Mar. 31, 1980, was omitted
from the Code in view of the repeal of the amendments
made by sections 101-103 of Pub. L. 96-161 by Pub. L.
96-221, title III, §307, Mar. 31, 1980, 94 Stat. 147.

REPEALS

Amendment by section 101 of Pub. L. 96-161, cited as
a credit to this section, was repealed at the close of
Mar. 31, 1980, by section 307 of Pub. L. 96-221, and sub-
stantially identical provisions were enacted by section
302 of Pub. L. 96-221, such amendments to take effect at
the close of Mar. 31, 1980.

§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,
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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,
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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.
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. 15660, 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
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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 IT 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
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(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.

(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-
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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

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)(1) 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

(BE) 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-

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;

(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-
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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.

(e) 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
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(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-
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 Kkinds 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,
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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.
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(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.

(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. 15615; 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.)

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. 97457, §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-
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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; (56) 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
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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
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’.
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1935—Act Aug. 23, 1935, amended third par.
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—

(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.
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(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?! (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-

180 in original. Probably should be ‘‘subsection’.
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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.)

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.”

§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-
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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 18310(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 22la 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
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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.

(¢) 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-
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-
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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 3105 of this title and
amended section 13 of the Federal Reserve Act (12
U.S.C. 3474d).

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. (¢). 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
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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).

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! 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.

180 in original. Probably should be followed by *‘in’.
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§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. Purchases from directors; sales to directors

Any member bank may contract for, or pur-
chase from, any of its directors or from any firm
of which any of its directors is a member, any
securities or other property, when (and not
otherwise) such purchase is made in the regular
course of business upon terms not less favorable
to the bank than those offered to others, or
when such purchase is authorized by a majority
of the board of directors not interested in the
sale of such securities or property, such author-
ity to be evidenced by the affirmative vote or
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written assent of such directors: Provided, how-
ever, That when any director, or firm of which
any director is a member, acting for or on behalf
of others, sells securities or other property to a
member bank, the Board of Governors of the
Federal Reserve System by regulation may, in
any or all cases, require a full disclosure to be
made, on forms to be prescribed by it, of all
commissions or other considerations received,
and whenever such director or firm, acting in
his or its own behalf, sells securities or other
property to the bank the Board of Governors of
the Federal Reserve System, by regulation, may
require a full disclosure of all profit realized
from such sale.

Any member bank may sell securities or other
property to any of its directors, or to a firm of
which any of its directors is a member, in the
regular course of business on terms not more fa-
vorable to such director or firm than those of-
fered to others, or when such sale is authorized
by a majority of the board of directors of a
member bank to be evidenced by their affirma-
tive vote or written assent: Provided, however,
That nothing in this section contained shall be
construed as authorizing member banks to pur-
chase or sell securities or other property which
such banks are not otherwise authorized by law
to purchase or sell.

(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.)

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.

§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-
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—
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(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) Report of date and amount of credit exten-
sions, security, and uses of proceeds upon ex-
cessive extension of credit

Whenever an executive officer of a member
bank becomes indebted to any bank or banks
(other than the one to which he is an officer) on
account of extensions of credit of any one of the
three categories respectively referred to in para-
graphs (2), (3), and (4) in an aggregate amount
greater than the aggregate amount of credit of
the same category that could lawfully be ex-
tended to him by the bank, he shall make a
written report to the board of directors of the
bank, stating the date and amount of each such
extension of credit, the security therefor, and
the purposes for which the proceeds have been or
are to be used.

(7) 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.

(8) 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.

(9) Report of loan activity since previous report
of condition

Each member bank shall include with (but not
as part of) each report of condition and copy
thereof filed under section 1817(a)(3) of this title
a report of all loans under authority of this sec-
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tion made by the bank since its previous report
of condition.

(10) 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
ITI, §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.)

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

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. 95630 substituted ‘‘$20,000” for
$10,000"".
Par. (4). Pub. L. 95630 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. (), 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
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
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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
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(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
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,
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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.
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(ii) Exceptions
The term ‘‘company’’ does not include—
(I) an insured depository institution (as
defined in section 1813 of this title); or
(IT) 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.
(10) Board’s rulemaking authority
The Board of Governors of the Federal Reserve
System may prescribe such regulations, includ-
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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.)

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. 102242, §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’’.
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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 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(1) 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].

¢“(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(0) 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-
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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)
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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
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, 1918, ch. 6, §15 (par.), 38 Stat. 265; Pub.
L. 90-269, §2, Mar. 18, 1968, 82 Stat. 50.)
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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 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.)

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(Db),
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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
Reorg. Plan No. 3 of 1946, §501, eff. July 16, 1946, 11 F.R.
7877, 60 Stat. 1100. See Appendix to Title 5, Government
Organization and Employees.

EXCEPTIONS FROM TRANSFER OF FUNCTIONS

Functions of Corporations of Department of Agri-
culture, boards of directors and officers of such cor-
porations, Advisory Board of Commodity Credit Cor-
poration, and Farm Credit Administration or any agen-
cy, officer or entity of, under, or subject to supervision
of Administration were excepted from functions of offi-
cers, agencies, and employees transferred to Secretary
of Agriculture by Reorg. Plan No. 2 of 1953, §1, eff. June
4, 1953, 18 F.R. 3219, 67 Stat. 633, set out in the Appendix
to Title 5, Government Organization and Employees.

SUBCHAPTER XII—FEDERAL RESERVE
NOTES

§411. Issuance to reserve banks; nature of obliga-
tion; redemption

Federal reserve notes, to be issued at the dis-
cretion of the Board of Governors of the Federal
Reserve System for the purpose of making ad-
vances to Federal reserve banks through the
Federal reserve agents as hereinafter set forth
and for no other purpose, are authorized. The
said notes shall be obligations of the United
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States and shall be receivable by all national
and member banks and Federal reserve banks
and for all taxes, customs, and other public
dues. They shall be redeemed in lawful money
on demand at the Treasury Department of the
United States, in the city of Washington, Dis-
trict of Columbia, or at any Federal Reserve
bank.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 265; Jan.
30, 1934, ch. 6, §2(b)(1), 48 Stat. 337; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

Phrase ‘‘hereinafter set forth” is from section 16 of
the Federal Reserve Act, act Dec. 23, 1913. Reference
probably means as set forth in sections 17 et seq. of the
Federal Reserve Act. For classification of these sec-
tions to the Code, see Tables.

CODIFICATION

Section is comprised of first par. of section 16 of act
Dec. 23, 1913. Pars. 2 to 4, 5, and 6, 7, 8 to 11, 13 and 14
of section 16, and pars. 15 to 18 of section 16 as added
June 21, 1917, ch. 32, §8, 40 Stat. 238, are classified to
sections 412 to 414, 415, 416, 418 to 421, 360, 248-1, and 467,
respectively, of this title.

Par. 12 of section 16, formerly classified to section 422
of this title, was repealed by act June 26, 1934, ch. 756,
§1, 48 Stat. 1225.

AMENDMENTS

1934—Act Jan. 30, 1934, struck out from last sentence
provision permitting redemption in gold.

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.

§412. Application for notes; collateral required

Any Federal Reserve bank may make applica-
tion to the local Federal Reserve agent for such
amount of the Federal Reserve notes herein-
before provided for as it may require. Such ap-
plication shall be accompanied with a tender to
the local Federal Reserve agent of collateral in
amount equal to the sum of the Federal Reserve
notes thus applied for and issued pursuant to
such application. The collateral security thus
offered shall be notes, drafts, bills of exchange,
or acceptances acquired under section 92, 342 to
348, 349 to 352, 361, 372, or 373 of this title, or bills
of exchange endorsed by a member bank of any
Federal Reserve district and purchased under
the provisions of sections 348a and 353 to 359 of
this title, or bankers’ acceptances purchased
under the provisions of said sections 348a and 353
to 359 of this title, or gold certificates, or Spe-
cial Drawing Right certificates, or any obliga-
tions which are direct obligations of, or are fully
guaranteed as to principal and interest by, the
United States or any agency thereof, or assets
that Federal Reserve banks may purchase or
hold under sections 348a and 353 to 359 of this
title or any other asset of a Federal Reserve
bank. In no event shall such collateral security
be less than the amount of Federal Reserve
notes applied for. The Federal Reserve agent
shall each day notify the Board of Governors of
the Federal Reserve System of all issues and
withdrawals of Federal Reserve notes to and by
the Federal Reserve bank to which he is accred-
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ited. The said Board of Governors of the Federal
Reserve System may at any time call upon a
Federal Reserve bank for additional security to
protect the Federal Reserve notes issued to it.
Collateral shall not be required for Federal Re-
serve notes which are held in the vaults of, or
are otherwise held by or on behalf of, Federal
Reserve banks.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 265; Sept.
7, 1916, ch. 461, 39 Stat. 754; June 21, 1917, ch. 32,
§7, 40 Stat. 236; Feb. 27, 1932, ch. 58, §3, 47 Stat.
57; Feb. 3, 1933, ch. 34, 47 Stat. 794; Jan. 30, 1934,
ch. 6, §2(b)(2), 48 Stat. 338; Mar. 6, 1934, ch. 47, 48
Stat. 398; Aug. 23, 1935, ch. 614, title II, §203(a),
49 Stat. 704; Mar. 1, 1937, ch. 20, 50 Stat. 23; June
30, 1939, ch. 256, 53 Stat. 991; June 30, 1941, ch. 264,
55 Stat. 395; May 25, 1943, ch. 102, 57 Stat. 85;
June 12, 1945, ch. 186, §2, 59 Stat. 237; Pub. L.
90-349, §5(a), June 19, 1968, 82 Stat. 189; Pub. L.
95-630, title I, §113, Nov. 10, 1978, 92 Stat. 3671;
Pub. L. 96-221, title I, §105(b)(1), Mar. 31, 1980, 94
Stat. 140; Pub. L. 106-122, Dec. 6, 1999, 113 Stat.
1638; Pub. L. 108-100, §19(d), Oct. 28, 2003, 117
Stat. 1193.)

CODIFICATION

Section is comprised of second 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

2003—Pub. L. 108-100 inserted ‘‘or any other asset of a
Federal Reserve bank” before period at end of third
sentence and ‘‘, or are otherwise held by or on behalf
of,”” after ‘‘in the vaults of”’ in last sentence.

1999—Pub. L. 106-122 substituted ‘‘acceptances ac-
quired under section 92, 342 to 348, 349 to 3562, 361, 372, or
373 of this title” for ‘‘acceptances acquired under the
provisions of sections 92, 342 to 347, 347c, 347d, 361, 372,
and 373 of this title”.

1980—Pub. L. 96-221 inserted provisions relating to
purchase, etc., of assets by Federal Reserve banks, and
eliminating collateral requirement for Federal Reserve
notes held in Federal Reserve bank vaults.

1978—Pub. L. 95-630 substituted ‘‘any obligations
which are direct obligations of, or are fully guaranteed
as to principal and interest by, the United States or
any agency thereof”’ of ‘‘direct obligations of the
United States’.

1968—Pub. L. 90-349 added Special Drawing Right cer-
tificates to the types of allowable collateral security
which may be tendered for Federal Reserve notes.

1945—Act June 12, 1945, substituted ¢, or direct obli-
gations of the United States.” for proviso after ‘‘gold
certificates’ in first sentence which limited period dur-
ing which direct obligations of the United States could
be accepted as collateral security.

1943—Act May 25, 1943, substituted ‘‘June 30, 1945’ for
“June 30, 1943,” in proviso.

1941—Act June 30, 1941, substituted ‘‘June 30, 1943 for
“June 30, 1941’ in proviso.

1939—Act June 30, 1939, substituted ‘‘June 30, 1941 for
“June 30, 1939” in proviso.

1937—Act Mar. 1, 1937, extended until June 30, 1939,
period within which direct obligations of the United
States may be accepted as collateral security under
this section, and struck out provision authorizing
President to extend period.

1934—Act Mar. 6, 1934, amended proviso and two sen-
tences immediately following.

Act Jan. 30, 1934, amended portion of third sentence
before proviso.

1933—Act Feb. 3, 1933, substituted ‘‘March 3, 1934 for
“March 3, 1933’ wherever appearing.

1932—Act Feb. 27, 1932, inserted proviso and two sen-
tences immediately following.
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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.

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.

UNITED STATES OBLIGATIONS AS COLLATERAL;
EXTENSION OF PERIOD

The period within which direct obligations of the
United States could be accepted as collateral security
under this section was extended to Mar. 3, 1937, by
Proclamation No. 2117, of Feb. 14, 1935, 49 Stat. 3437; ex-
tended to June 30, 1939, by act Mar. 1, 1937; extended to
June 30, 1941, by act June 30, 1939; extended to June 30,
1943, by act June 30, 1941; and extended to June 30, 1945,
by act May 25, 1943. Act June 12, 1945, amended section
to remove the time limitation.

§413. Distinctive letter and serial number of
notes; cancellation of notes unfit for circula-
tion; accounting; apportionment of credit
among Federal Reserve banks

Federal Reserve notes shall bear upon their
faces a distinctive letter and serial number
which shall be assigned by the Board of Gov-
ernors of the Federal Reserve System to each
Federal Reserve bank. Federal Reserve notes
unfit for circulation shall be canceled, de-
stroyed, and accounted for under procedures pre-
scribed and at locations designated by the Sec-
retary of the Treasury. Upon destruction of such
notes, credit with respect thereto shall be appor-
tioned among the twelve Federal Reserve banks
as determined by the Board of Governors of the
Federal Reserve System.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 266; June
21, 1917, ch. 32, §7, 40 Stat. 236; Jan. 30, 1934, ch.
6, §2(b)(3), (4), 48 Stat. 338; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704; June 12, 1945, ch. 186,
§1(a), 59 Stat. 237; July 19, 1954, ch. 547, 68 Stat.
495; Pub. L. 89-3, §1, Mar. 3, 1965, 79 Stat. 5; Pub.
L. 89-427, §3, May 20, 1966, 80 Stat. 161; Pub. L.
90-269, §3, Mar. 18, 1968, 82 Stat. 50.)

CODIFICATION

Section is comprised of third 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

1968—Pub. L. 90-269 substituted requirement that
Federal Reserve notes bear upon their faces a distinc-
tive letter and serial number which shall be assigned by
the Board of Governors to each Federal Reserve bank
for former requirement that each Federal Reserve bank
maintain reserves in gold certificates of not less than
25 percent against its Federal Reserve notes in actual
circulation and former provisions respecting redemp-
tion by the Treasury of Federal Reserve notes.

1966—Pub. L. 89-427 substituted provisions that Fed-
eral Reserve notes unfit for circulation be canceled, de-
stroyed, and accounted for under procedures prescribed
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and at locations designated by the Secretary of the
Treasury and that credit with respect to the destruc-
tion of the notes be apportioned among the twelve Fed-
eral Reserve banks as determined by the Board of Gov-
ernors of the Federal Reserve System for provisions
that Federal Reserve notes unfit for circulation be re-
turned by the Federal Reserve agents to the Comptrol-
ler of the Currency for cancellation and destruction.

1965—Pub. L. 89-3 struck out requirement that each
Federal Reserve bank maintain reserves in gold certifi-
cates against deposit liabilities.

1954—Act July 19, 1954, struck out provisions prohib-
iting a Federal Reserve bank from paying out notes of
another Federal Reserve bank.

1945—Act June 12, 1945, amended first sentence gener-
ally by striking out ‘“‘or lawful money”’ after ‘‘reserves
in gold certificates’, substituting ‘25 per centum’ for
¢35 per centum’’ and ‘40 per centum’’, respectively.

1934—Act Jan. 30, 1934, amended first, fifth, and sixth
sentences.

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.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§414. Authority of Board of Governors respecting
issuance of notes; interest; lien

The Board of Governors of the Federal Reserve
System shall have the right, acting through the
Federal Reserve agent, to grant in whole or in
part, or to reject entirely the application of any
Federal Reserve bank for Federal Reserve notes;
but to the extent that such application may be
granted the Board of Governors of the Federal
Reserve System shall, through its local Federal
Reserve agent, supply Federal Reserve notes to
the banks so applying, and such bank shall be
charged with the amount of the notes issued to
it and shall pay such rate of interest as may be
established by the Board of Governors of the
Federal Reserve system on only that amount of
such notes which equals the total amount of its
outstanding Federal Reserve notes less the
amount of gold certificates held by the Federal
Reserve agent as collateral security. Federal Re-
serve notes issued to any such bank shall, upon
delivery, together with such notes of such Fed-
eral Reserve bank as may be issued under sub-
chapter XIII! of this chapter upon security of
United States 2 per centum Government bonds,
become a first and paramount lien on all the as-
sets of such bank.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 266; June
21, 1917, ch. 32, §7, 40 Stat. 237; Jan. 30, 1934, ch.
6, §2(b)(5), 48 Stat. 338; Aug. 23, 1935, ch. 614, title
II, §203(a), 49 Stat. 704; June 12, 1945, ch. 186,
§1(b), 59 Stat. 237; Pub. L. 90-269, §4, Mar. 18,
1968, 82 Stat. 50.)

REFERENCES IN TEXT

Subchapter XIII of this chapter, referred to in text,
was in the original ‘‘section 18 of this Act’’, meaning
section 18 of act Dec. 23, 1913, ch. 6, 38 Stat. 2561, as
amended, known as the Federal Reserve Act. Section 18
of the act was classified generally to subchapter XIII
(§441 et seq.) of this chapter.

1See References in Text note below.
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CODIFICATION

Section is comprised of fourth 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

1968—Pub. L. 90-269 repealed first sentence provisions
that Board of Governors require each Federal Reserve
bank to maintain on deposit in the Treasury a sum in
gold certificates sufficient, in the judgment of the Sec-
retary of the Treasury, for redemption of Federal Re-
serve notes issued to such bank, but not less than 5 per-
cent of total amount of notes issued less amount of
gold certificates held by the Federal Reserve agent as
collateral security, and counting and including such de-
posit of gold certificates as part of the 25 percent re-
serve formerly required by section 413 of this title to be
maintained against Federal Reserve notes in actual cir-
culation and substituted in the first, formerly second
sentence, ‘‘Board of Governors of the Federal Reserve
System” for ‘“Board’.

1945—Act June 12, 1945, substituted in first sentence
‘25 per centum reserve required by section 413 of this
title to be maintained against Federal Reserve notes in
actual circulation” for ‘40 per centum reserve required
by section 413 of this title”’.

1934—Act Jan. 30, 1934, amended first sentence.

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.

§415. Reduction of liability for outstanding notes
by depositing notes and collateral and pay-
ment of notes of series prior to 1928; reissue
of deposited notes

Any Federal Reserve bank may at any time re-
duce its liability for outstanding Federal Re-
serve notes by depositing with the Federal Re-
serve agent its Federal Reserve notes, gold cer-
tificates, Special Drawing Right certificates, or
lawful money of the United States. Federal Re-
serve notes so deposited shall not be reissued,
except upon compliance with the conditions of
an original issue. The liability of a Federal Re-
serve bank with respect to its outstanding Fed-
eral Reserve notes shall be reduced by an
amount paid by such bank to the Secretary of
the Treasury under section 4 of the Old Series
Currency Adjustment Act.

(Dec. 23, 1913, ch. 6, §16 (pars.), 38 Stat. 267; June
21, 1917, ch. 32, §7, 40 Stat. 237; Jan. 30, 1934, ch.
6, §2(b)(5), 48 Stat. 339; Aug. 23, 1935, ch. 614, title
II, §203(a), 49 Stat. 704; Pub. L. 87-66, §8(a), June
30, 1961, 75 Stat. 147; Pub. L. 90-269, §5, Mar. 18,
1968, 82 Stat. 50; Pub. L. 90-349, §5(b), June 19,
1968, 82 Stat. 189.)
REFERENCES IN TEXT

Section 4 of the Old Series Currency Adjustment Act,
referred to in text, which was classified to section 913
of former Title 31, was repealed by Pub. L. 97-258, §5(b),

Sept. 13, 1982, 96 Stat. 1068, the first section of which
enacted Title 31, Money and Finance.

CODIFICATION

Section is comprised of fifth and sixth pars. 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

1968—Pub. L. 90-349 added Special Drawing Right cer-
tificates to the types of deposits which Federal Reserve
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banks may use in reducing their liability for outstand-
ing Federal Reserve notes.

Pub. L. 90-269 repealed second par. (sixth par, of sec-
tion 16 of Act Dec. 23, 1913) which provided that the
Federal Reserve agent shall hold the gold certificates
and lawful money for exchange for the outstanding
Federal Reserve notes and that upon the request of the
Secretary of the Treasury, the Board of Governors shall
require the agent to transmit to the Treasurer of the
United States as many gold certificates held by him as
collateral as may be required for the exclusive purpose
of the redemption of such Federal Reserve notes.

1961—Pub. L. 87-66 provided for reduction of liability
for outstanding notes by payment of notes of series
prior to 1928.

1934—Act Jan. 30, 1934, struck out ‘‘gold” wherever it
appeared before ‘‘gold certificates,” and inserted ‘‘cer-
tificates” after ‘‘gold” wherever latter stood alone.

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.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§416. Withdrawal of collateral deposited to pro-
tect notes and substitution of other collat-
eral; retirement of notes; payment of notes of
series prior to 1928; recovery of collateral;
reissue of deposited notes

Any Federal Reserve bank may at its discre-
tion withdraw collateral deposited with the
local Federal Reserve agent for the protection of
its Federal Reserve notes issued to it, and shall
at the same time substitute therefor other col-
lateral of equal amount with the approval of the
Federal Reserve agent under regulations to be
prescribed by the Board of Governors of the Fed-
eral Reserve System. Any Federal Reserve bank
may retire any of its Federal Reserve notes by
depositing them with the Federal Reserve agent
or with the Treasurer of the United States, and
such Federal Reserve bank shall thereupon be
entitled to receive back the collateral deposited
with the Federal Reserve agent for the security
of such notes. Any Federal Reserve bank shall
further be entitled to receive back the collateral
deposited with the Federal Reserve agent for the
security of any notes with respect to which such
bank has made payment to the Secretary of the
Treasury under section 4 of the Old Series Cur-
rency Adjustment Act. Federal Reserve notes so
deposited shall not be reissued except upon com-
pliance with the conditions of an original issue.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 267; June
21, 1917, ch. 32, §7, 40 Stat. 237; Aug. 23, 1935, ch.
614, title II, §203(a), 49 Stat. 704; Pub. L. 87-66,
§8(b), June 30, 1961, 75 Stat. 147; Pub. L. 90-269,
§6, Mar. 18, 1968, 82 Stat. 50.)

REFERENCES IN TEXT

Section 4 of the Old Series Currency Adjustment Act,
referred to in text, which was classified to section 913
of former Title 31, was repealed by Pub. L. 97-258, §5(b),
Sept. 13, 1982, 96 Stat. 1068, the first section of which
enacted Title 31, Money and Finance.

CODIFICATION

Section is comprised of seventh 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.

TITLE 12—BANKS AND BANKING

§417

AMENDMENTS

1968—Pub. L. 90-269 repealed fourth sentence which
provided that Federal Reserve banks shall not be re-
quired to maintain the reserve or the redemption fund
against Federal Reserve notes which have been retired,
or as to which payment has been made to the Secretary
of the Treasury under section 4 of the Old Series Cur-
rency Adjustment Act, on notes of series prior to 1928.

1961—Pub. L. 87-66 provided for recovery of collateral
upon payment of notes of series prior to 1928 and re-
moved requirement of reserve or redemption fund for
such notes.

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.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§417. Custody and safe-keeping of notes issued
to and collateral deposited with reserve
agent

All Federal Reserve notes and all gold certifi-
cates, Special Drawing Right certificates, and
lawful money issued to or deposited with any
Federal Reserve agent under the provisions of
this chapter shall be held for such agent, under
such rules and regulations as the Board of Gov-
ernors of the Federal Reserve System may pre-
scribe, in the joint custody of himself and the
Federal Reserve bank to which he is accredited.
Such agent and such Federal Reserve bank shall
be jointly liable for the safe-keeping of such
Federal Reserve notes, gold certificates, Special
Drawing Right certificates, and lawful money.
Nothing herein contained, however, shall be con-
strued to prohibit a Federal Reserve agent from
depositing gold certificates and Special Drawing
Right certificates with the Board of Governors
of the Federal Reserve System, to be held by
such Board subject to his order, or with the
Treasurer of the United States, for the purposes
authorized by law.

(June 21, 1917, ch. 32, §7 (par.), 40 Stat. 238; Jan.
30, 1934, ch. 6, §2(b)(6), 48 Stat. 339; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
90-349, §5(c), June 19, 1968, 82 Stat. 189.)

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 last par. of section 7 of act
June 21, 1917. The preceding pars. of section 7 amended
pars. two, three, four, five, six, and seven of section 16
of act Dec. 23, 1913. For classification to this title of
section 16, see Codification note set out under section
411 of this title.

AMENDMENTS

1968—Pub. L. 90-349 inserted references to Special
Drawing Right certificates.

1934—Act Jan. 30, 1934, struck out ‘‘gold,”” wherever it
appeared before ‘‘gold certificates’.
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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.

TRANSFER OF FUNCTIONS

For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.

§418. Printing of notes; denomination and form

In order to furnish suitable notes for circula-
tion as Federal reserve notes, the Secretary of
the Treasury shall cause plates and dies to be
engraved in the best manner to guard against
counterfeits and fraudulent alterations, and
shall have printed therefrom and numbered such
quantities of such notes of the denominations of
$1, $2, $5, $10, $20, $50, $100, $500, $1,000, $5,000,
$10,000 as may be required to supply the Federal
Reserve banks. Such notes shall be in form and
tenor as directed by the Secretary of the Treas-
ury under the provisions of this chapter and
shall bear the distinctive numbers of the several
Federal reserve banks through which they are
issued.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 267; Sept.
26, 1918, ch. 177, §3, 40 Stat. 969; Pub. L. 88-36,
title I, §3, June 4, 1963, 77 Stat. 54; Pub. L.
103-325, title VI, §602(g)(3), Sept. 23, 1994, 108
Stat. 2293.)

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 eighth 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

1994—Pub. L. 103-325, which directed substitution in
first sentence of ‘‘the Secretary of the Treasury shall”
for ‘‘the Comptroller of the Currency shall under the
direction of the Secretary of the Treasury,”, was exe-
cuted by making the substitution for ‘‘the Comptroller
of the Currency shall, under the direction of the Sec-
retary of the Treasury,” to reflect the probable intent
of Congress.

1963—Pub. L. 83-36 inserted ‘‘$1, $2,” after ‘‘notes of
the denominations of”’.

§419. Delivery of notes prior to delivery to banks

When such notes have been prepared, the notes
shall be delivered to the Board of Governors of
the Federal Reserve System subject to the order
of the Secretary of the Treasury for the delivery
of such notes in accordance with this chapter.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 267; May
29, 1920, ch. 214, §1, 41 Stat. 654; Pub. L. 103-325,
title VI, §602(g)(4), Sept. 23, 1994, 108 Stat. 2293.)

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-
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erences in Text note set out under section 226 of this
title and Tables.

CODIFICATION

Section is comprised of ninth 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

1994—Pub. L. 103-325 amended section generally. Prior
to amendment, section read as follows: ‘“When such
notes have been prepared, they shall be deposited in the
Treasury, or in the designated depositary or mint of
the United States nearest the place of business of each
Federal reserve bank and shall be held for the use of
such bank subject to the order of the Comptroller of
the Currency for their delivery, as provided by this
chapter.”

§420. Control and direction of plates and dies;
expense of issue and retirement of notes paid
by banks

The plates and dies to be procured by the Sec-
retary of the Treasury for the printing of such
circulating notes shall remain under his control
and direction, and the expenses necessarily in-
curred in executing the laws relating to the pro-
curing of such notes, and all other expenses inci-
dental to their issue and retirement, shall be
paid by the Federal reserve banks, and the
Board of Governors of the Federal Reserve Sys-
tem shall include in its estimate of expenses lev-
ied against the Federal reserve banks a suffi-
cient amount to cover the expenses herein pro-
vided for.

(Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 267; Pub.
L. 103-325, title VI, §602(g)(5), Sept. 23, 1994, 108
Stat. 2293.)

REFERENCES IN TEXT

Phrase ‘‘herein provided for’’, referred to in text,
probably means as provided for in section 16 of act Dec.
23, 1918. For classification to this title of section 16, see
Codification note set out under section 411 of this title.

CODIFICATION

Section is comprised of tenth 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

1994—Pub. L. 103-325 substituted ‘‘Secretary of the
Treasury” for ‘“‘Comptroller of the Currency’ and
“Board of Governors of the Federal Reserve System”
for ‘“‘Federal Reserve Board’.

§421. Examination of plates and dies

The Secretary of the Treasury may examine
the plates, dies, bed pieces, and other material
used in the printing of Federal Reserve notes
and issue regulations relating to such examina-
tions.

(Dec. 23, 1918, ch. 6, §16 (par.), 38 Stat. 267; Pub.
L. 103-325, title VI, §602(g)(6), Sept. 23, 1994, 108
Stat. 2293.)

CODIFICATION

Section is comprised of eleventh 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.
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AMENDMENTS

1994—Pub. L. 103-325 amended section generally. Prior
to amendment, section read as follows: ‘‘The examina-
tion of plates, dies, bed pieces, and so forth, and regula-
tions relating to such examination of plates, dies, and
so forth, of national-bank notes provided for in section
108 of this title, is extended to include notes herein pro-
vided for.”

§422. Repealed. June 26, 1934, ch. 756, §1, 48
Stat. 1225

Section, act Dec. 23, 1913, ch. 6, §16 (par.), 38 Stat. 267,
made permanent appropriations for printing notes be-
sides authorizing use of certain printing stock on hand
Dec. 23, 1913.

SUBCHAPTER XIII—CIRCULATING NOTES
AND BONDS SECURING SAME

§§441 to 448. Omitted

CODIFICATION

Sections, act Dec. 23, 1913, ch. 6, §18, 38 Stat. 268, as
amended by acts Mar. 9, 1933, ch. 1, title IV, §401, 48
Stat. 6; Sept. 23, 1994, Pub. L. 103-325, title VI,
§602(g)(7), 108 Stat. 2293, are omitted as obsolete.

Section 441 provided that at any time during a period
of twenty years from Dec. 23, 1915, any member bank
desiring to retire the whole or any part of its circulat-
ing notes file with the Treasurer of the United States
an application to sell for its account, at par and ac-
crued interest, United States bonds, securing circula-
tion to be retired.

Section 442 related to purchase of bonds by reserve
banks.

Section 443 related to transfer of bonds purchased,
payment, and cancellation of circulating notes of mem-
ber banks.

Section 444 related to issuance of circulating notes to
reserve banks purchasing bonds.

Section 445 provided for issuance of circulating notes
to Federal Reserve banks. Act June 12, 1945, ch. 186, §3,
59 Stat. 238, provided that all power and authority with
respect to the issuance of circulating notes, known as
Federal Reserve bank notes, pursuant to this section
would cease and terminate on June 12, 1945.

Section 446 related to exchange by reserve banks of
bonds bearing circulating privilege for those without
such privilege.

Section 447 related to form of bonds and conditions of
issuance.

Section 448 related to exchange of one-year gold notes
for 3 per centum gold bonds.

SUBCHAPTER XIV—BANK RESERVES

§461. Reserve requirements

(a) Establishment of applicable definitions, pay-
ment of interest, obligations as deposits, and
regulations

The Board is authorized for the purposes of
this section to define the terms used in this sec-
tion, to determine what shall be deemed a pay-
ment of interest, to determine what types of ob-
ligations, whether issued directly by a member
bank or indirectly by an affiliate of a member
bank or by other means, and, regardless of the
use of the proceeds, shall be deemed a deposit,
and to prescribe such regulations as it may
deem necessary to effectuate the purposes of
this section and to prevent evasions thereof.
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(b) Additional definitions; required amounts of
reserves maintained against transaction ac-
counts; waiver of ratio limits in extraor-
dinary circumstances; supplemental re-
serves; reserves related to foreign obliga-
tions or assets; exemption for certain depos-
its; discount and borrowing; transitional ad-
justments; additional exemptions and waiv-
ers

(1) The following definitions and rules apply to
this subsection, subsection (c) of this section,
and sections 248-1, 248a, 342, 360, and 412 of this
title:

(A) The
means—

(i) any insured bank as defined in section
3 of the Federal Deposit Insurance Act [12
U.S.C. 1813] or any bank which is eligible to
make application to become an insured bank
under section 5 of such Act [12 U.S.C. 1815];

(ii) any mutual savings bank as defined in
section 3 of the Federal Deposit Insurance
Act or any bank which is eligible to make
application to become an insured bank under
section 5 of such Act;

(iii) any savings bank as defined in section
3 of the Federal Deposit Insurance Act or
any bank which is eligible to make applica-
tion to become an insured bank under sec-
tion 5 of such Act;

(iv) any insured credit union as defined in
section 17562 of this title or any credit union
which is eligible to make application to be-
come an insured credit union pursuant to
section 1781 of this title;

(v) any member as defined in section 1422
of this title;

(vi) any savings association (as defined in
section 3 of the Federal Deposit Insurance
Act [12 U.S.C. 1813]) which is an insured de-
pository institution (as defined in such Act
[12 U.S.C. 1811 et seq.]) or is eligible to apply
to become an insured depository institution
under the Federal Deposit Insurance Act;
and

(vii) for the purpose of sections 248-1, 342
to 347, 347c, 347d, and 372 of this title, any as-
sociation or entity which is wholly owned by
or which consists only of institutions re-
ferred to in clauses (i) through (vi).

term ‘‘depository institution”

(B) The term ‘‘bank’ means any insured or
noninsured bank, as defined in section 3 of the
Federal Deposit Insurance Act [12 U.S.C. 1813],
other than a mutual savings bank or a savings
bank as defined in such section.

(C) The term ‘‘transaction account’ means a
deposit or account on which the depositor or
account holder is permitted to make with-
drawals by negotiable or transferable instru-
ment, payment orders of withdrawal, tele-
phone transfers, or other similar items for the
purpose of making payments or transfers to
third persons or others. Such term includes
demand deposits, negotiable order of with-
drawal accounts, savings deposits subject to
automatic transfers, and share draft accounts.

(D) The term ‘‘nonpersonal time deposits”
means a transferable time deposit or account
or a time deposit or account representing
funds deposited to the credit of, or in which
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any beneficial interest is held by, a depositor
who is not a natural person.

(E) The term ‘‘reservable liabilities’” means
transaction accounts, nonpersonal time depos-
its, and all net balances, loans, assets, and ob-
ligations which are, or may be, subject to re-
serve requirements under paragraph (5).

(F) In order to prevent evasions of the re-
serve requirements imposed by this sub-
section, after consultation with the Board of
Directors of the Federal Deposit Insurance
Corporation, the Director of the Office of
Thrift Supervision, and the National Credit
Union Administration Board, the Board of
Governors of the Federal Reserve System is
authorized to determine, by regulation or
order, that an account or deposit is a trans-
action account if such account or deposit may
be used to provide funds directly or indirectly
for the purpose of making payments or trans-
fers to third persons or others.

(2)(A) Each depository institution shall main-
tain reserves against its transaction accounts as
the Board may prescribe by regulation solely for
the purpose of implementing monetary policy—

(i) in the ratio of 3 per centum for that por-
tion of its total transaction accounts of

$25,000,000 or less, subject to subparagraph (C);

and

(ii) in the ratio of 12 per centum, or in such
other ratio as the Board may prescribe not
greater than 14 per centum and not less than

8 per centum, for that portion of its total

transaction accounts in excess of $25,000,000,

subject to subparagraph (C).

(B) Each depository institution shall maintain
reserves against its nonpersonal time deposits in
the ratio of 3 per centum, or in such other ratio
not greater than 9 per centum and not less than
zero per centum as the Board may prescribe by
regulation solely for the purpose of implement-
ing monetary policy.

(C) Beginning in 1981, not later than December
31 of each year the Board shall issue a regula-
tion increasing for the next succeeding calendar
year the dollar amount which is contained in
subparagraph (A) or which was last determined
pursuant to this subparagraph for the purpose of
such subparagraph, by an amount obtained by
multiplying such dollar amount by 80 per cen-
tum of the percentage increase in the total
transaction accounts of all depository institu-
tions. The increase in such transaction accounts
shall be determined by subtracting the amount
of such accounts on June 30 of the preceding cal-
endar year from the amount of such accounts on
June 30 of the calendar year involved. In the
case of any such 12-month period in which there
has been a decrease in the total transaction ac-
counts of all depository institutions, the Board
shall issue such a regulation decreasing for the
next succeeding calendar year such dollar
amount by an amount obtained by multiplying
such dollar amount by 80 per centum of the per-
centage decrease in the total transaction ac-
counts of all depository institutions. The de-
crease in such transaction accounts shall be de-
termined by subtracting the amount of such ac-
counts on June 30 of the calendar year involved
from the amount of such accounts on June 30 of
the previous calendar year.
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(D) Any reserve requirement imposed under
this subsection shall be uniformly applied to all
transaction accounts at all depository institu-
tions. Reserve requirements imposed under this
subsection shall be uniformly applied to nonper-
sonal time deposits at all depository institu-
tions, except that such requirements may vary
by the maturity of such deposits.

(3) Upon a finding by at least 5 members of the
Board that extraordinary circumstances require
such action, the Board, after consultation with
the appropriate committees of the Congress,
may impose, with respect to any liability of de-
pository institutions, reserve requirements out-
side the limitations as to ratios and as to types
of liabilities otherwise prescribed by paragraph
(2) for a period not exceeding 180 days, and for
further periods not exceeding 180 days each by
affirmative action by at least 5 members of the
Board in each instance. The Board shall prompt-
ly transmit to the Congress a report of any exer-
cise of its authority under this paragraph and
the reasons for such exercise of authority.

(4)(A) The Board may, upon the affirmative
vote of not less than 5 members, impose a sup-
plemental reserve requirement on every deposi-
tory institution of not more than 4 per centum
of its total transaction accounts. Such supple-
mental reserve requirement may be imposed
only if—

(i) the sole purpose of such requirement is to
increase the amount of reserves maintained to
a level essential for the conduct of monetary
policy;

(ii) such requirement is not imposed for the
purpose of reducing the cost burdens resulting
from the imposition of the reserve require-
ments pursuant to paragraph (2);

(iii) such requirement is not imposed for the
purpose of increasing the amount of balances
needed for clearing purposes; and

(iv) on the date on which the supplemental
reserve requirement is imposed, except as pro-
vided in paragraph (11), the total amount of
reserves required pursuant to paragraph (2) is
not less than the amount of reserves that
would be required if the initial ratios specified
in paragraph (2) were in effect.

(B) The Board may require the supplemental
reserve authorized under subparagraph (A) only
after consultation with the Board of Directors of
the Federal Deposit Insurance Corporation, the
Director of the Office of Thrift Supervision, and
the National Credit Union Administration
Board. The Board shall promptly transmit to
the Congress a report with respect to any exer-
cise of its authority to require supplemental re-
serves under subparagraph (A) and such report
shall state the basis for the determination to ex-
ercise such authority.

(C) The supplemental reserve authorized under
subparagraph (A) shall be maintained by the
Federal Reserve banks in an Earnings Participa-
tion Account. Except as provided in subsection
(c)(1)(A)(ii) of this section, such Earnings Par-
ticipation Account shall receive earnings to be
paid by the Federal Reserve banks during each
calendar quarter at a rate not more than the
rate earned on the securities portfolio of the
Federal Reserve System during the previous cal-
endar quarter. The Board may prescribe rules
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and regulations concerning the payment of earn-
ings on Earnings Participation Accounts by
Federal Reserve banks under this paragraph.

(D) If a supplemental reserve under subpara-
graph (A) has been required of depository insti-
tutions for a period of one year or more, the
Board shall review and determine the need for
continued maintenance of supplemental reserves
and shall transmit annual reports to the Con-
gress regarding the need, if any, for continuing
the supplemental reserve.

(E) Any supplemental reserve imposed under
subparagraph (A) shall terminate at the close of
the first 90-day period after such requirement is
imposed during which the average amount of re-
serves required under paragraph (2) are less than
the amount of reserves which would be required
during such period if the initial ratios specified
in paragraph (2) were in effect.

(5) Foreign branches, subsidiaries, and inter-
national banking facilities of nonmember depos-
itory institutions shall maintain reserves to the
same extent required by the Board of foreign
branches, subsidiaries, and international bank-
ing facilities of member banks. In addition to
any reserves otherwise required to be main-
tained pursuant to this subsection, any deposi-
tory institution shall maintain reserves in such
ratios as the Board may prescribe against—

(A) net balances owed by domestic offices of
such depository institution in the United
States to its directly related foreign offices
and to foreign offices of nonrelated depository
institutions;

(B) loans to United States residents made by
overseas offices of such depository institution
if such depository institution has one or more
offices in the United States; and

(C) assets (including participations) held by
foreign offices of a depository institution in
the United States which were acquired from
its domestic offices.

(6) The requirements imposed under paragraph
(2) shall not apply to deposits payable only out-
side the States of the United States and the Dis-
trict of Columbia, except that nothing in this
subsection limits the authority of the Board to
impose conditions and requirements on member
banks under section 25 of this Act [12 U.S.C. 601
et seq.] or the authority of the Board under sec-
tion 3105 of this title.

(7) Any depository institution in which trans-
action accounts or nonpersonal time deposits
are held shall be entitled to the same discount
and borrowing privileges as member banks. In
the administration of discount and borrowing
privileges, the Board and the Federal Reserve
banks shall take into consideration the special
needs of savings and other depository institu-
tions for access to discount and borrowing facili-
ties consistent with their long-term asset port-
folios and the sensitivity of such institutions to
trends in the national money markets.

(8)(A) Any depository institution required to
maintain reserves under this subsection which
was engaged in business on July 1, 1979, but was
not a member of the Federal Reserve System on
or after that date, shall maintain reserves
against its deposits during the first twelve-
month period following the effective date of this
paragraph in amounts equal to one-eighth of
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those otherwise required by this subsection, dur-
ing the second such twelve-month period in
amounts equal to one-fourth of those otherwise
required, during the third such twelve-month
period in amounts equal to three-eighths of
those otherwise required, during the fourth
twelve-month period in amounts equal to one-
half of those otherwise required, and during the
fifth twelve-month period in amounts equal to
five-eighths of those otherwise required, during
the sixth twelve-month period in amounts equal
to three-fourths of those otherwise required, and
during the seventh twelve-month period in
amounts equal to seven-eighths of those other-
wise required. This subparagraph does not apply
to any category of deposits or accounts which
are first authorized pursuant to Federal law in
any State after April 1, 1980.

(B) With respect to any bank which was a
member of the Federal Reserve System during
the entire period beginning on July 1, 1979, and
ending on the effective date of the Monetary
Control Act of 1980, the amount of required re-
serves imposed pursuant to this subsection on
and after the effective date of such Act that ex-
ceeds the amount of reserves which would have
been required of such bank if the reserve ratios
in effect during the reserve computation period
immediately preceding such effective date were
applied may, at the discretion of the Board and
in accordance with such rules and regulations as
it may adopt, be reduced by 75 per centum dur-
ing the first year which begins after such effec-
tive date, 50 per centum during the second year,
and 25 per centum during the third year.

(C)(i) With respect to any bank which is a
member of the Federal Reserve System on the
effective date of the Monetary Control Act of
1980, the amount of reserves which would have
been required of such bank if the reserve ratios
in effect during the reserve computation period
immediately preceding such effective date were
applied that exceeds the amount of required re-
serves imposed pursuant to this subsection
shall, in accordance with such rules and regula-
tions as the Board may adopt, be reduced by 25
per centum during the first year which begins
after such effective date, 50 per centum during
the second year, and 75 per centum during the
third year.

(ii) If a bank becomes a member bank during
the four-year period beginning on the effective
date of the Monetary Control Act of 1980, and if
the amount of reserves which would have been
required of such bank determined as if the re-
serve ratios in effect during the reserve com-
putation period immediately preceding such ef-
fective date were applied, and as if such bank
had been a member during such period, exceeds
the amount of reserves required pursuant to this
subsection, the amount of reserves required to
be maintained by such bank beginning on the
date on which such bank becomes a member of
the Federal Reserve System shall be the amount
of reserves which would have been required of
such bank if it had been a member on the day
before such effective date, except that the
amount of such excess shall, in accordance with
such rules and regulations as the Board may
adopt, be reduced by 25 per centum during the
first year which begins after such effective date,
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50 per centum during the second year, and 75 per
centum during the third year.

(D)(i) Any bank which was a member bank on
July 1, 1979, and which withdrew from member-
ship in the Federal Reserve System during the
period beginning July 1, 1979, and ending on
March 31, 1980, shall maintain reserves during
the first twelve-month period beginning on Oc-
tober 15, 1982, in amounts equal to one-half of
those otherwise required by this subsection, dur-
ing the second such twelve-month period in
amounts equal to two-thirds of those otherwise
required, and during the third such twelve-
month period in amounts equal to five-sixths of
those otherwise required.

(ii) Any bank which withdraws from member-
ship in the Federal Reserve System after March
31, 1980, shall maintain reserves in the same
amount as member banks are required to main-
tain under this subsection, pursuant to subpara-
graphs (B) and (C)(i).

(E) This subparagraph applies to any deposi-
tory institution that, on August 1, 1978, (i) was
engaged in business as a depository institution
in a State outside the continental limits of the
United States, and (ii) was not a member of the
Federal Reserve System at any time on or after
such date. Such a depository institution shall
not be required to maintain reserves against its
deposits held or maintained at its offices located
in a State outside the continental limits of the
United States until the first day of the sixth cal-
endar year which begins after the effective date
of the Monetary Control Act of 1980. Such a de-
pository institution shall maintain reserves
against such deposits during the sixth calendar
year which begins after such effective date in an
amount equal to one-eighth of that otherwise
required by paragraph (2), during the seventh
such year in an amount equal to one-fourth of
that otherwise required, during the eighth such
year in an amount equal to three-eighths of that
otherwise required, during the ninth such year
in an amount equal to one-half of that otherwise
required, during the tenth such year in an
amount equal to five-eighths of that otherwise
required, during the eleventh such year in an
amount equal to three-fourths of that otherwise
required, and during the twelfth such year in an
amount equal to seven-eighths of that otherwise
required.

(9) This subsection shall not apply with re-
spect to any financial institution which—

(A) is organized solely to do business with
other financial institutions;

(B) is owned primarily by the financial insti-
tutions with which it does business; and

(C) does not do business with the general
public.

(10) In individual cases, where a Federal super-
visory authority waives a liquidity requirement,
or waives the penalty for failing to satisfy a li-
quidity requirement, the Board shall waive the
reserve requirement, or waive the penalty for
failing to satisfy a reserve requirement, imposed
pursuant to this subsection for the depository
institution involved when requested by the Fed-
eral supervisory authority involved.

(11)(A)(i) Notwithstanding the reserve require-
ment ratios established under paragraphs (2) and
(5) of this subsection, a reserve ratio of zero per
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centum shall apply to any combination of
reservable liabilities, which do not exceed
$2,000,000 (as adjusted under subparagraph (B)),
of each depository institution.

(ii) Each depository institution may des-
ignate, in accordance with such rules and regu-
lations as the Board shall prescribe, the types
and amounts of reservable liabilities to which
the reserve ratio of zero per centum shall apply,
except that transaction accounts which are des-
ignated to be subject to a reserve ratio of zero
per centum shall be accounts which would
otherwise be subject to a reserve ratio of 3 per
centum under paragraph (2).

(iii) The Board shall minimize the reporting
necessary to determine whether depository in-
stitutions have total reservable liabilities of less
than $2,000,000 (as adjusted under subparagraph
(B)). Consistent with the Board’s responsibility
to monitor and control monetary and credit ag-
gregates, depository institutions which have re-
serve requirements under this subsection equal
to zero per centum shall be subject to less over-
all reporting requirements than depository in-
stitutions which have a reserve requirement
under this subsection that exceeds zero per cen-
tum.

(B)(i) Beginning in 1982, not later than Decem-
ber 31 of each year, the Board shall issue a regu-
lation increasing for the next succeeding cal-
endar year the dollar amount specified in sub-
paragraph (A), as previously adjusted under this
subparagraph, by an amount obtained by mul-
tiplying such dollar amount by 80 per centum of
the percentage increase in the total reservable
liabilities of all depository institutions.

(ii) The increase in total reservable liabilities
shall be determined by subtracting the amount
of total reservable liabilities on June 30 of the
preceding calendar year from the amount of
total reservable liabilities on June 30 of the cal-
endar year involved. In the case of any such
twelve-month period in which there has been a
decrease in the total reservable liabilities of all
depository institutions, no adjustment shall be
made. A decrease in total reservable liabilities
shall be determined by subtracting the amount
of total reservable liabilities on June 30 of the
calendar year involved from the amount of total
reservable liabilities on June 30 of the previous
calendar year.

(c) Promulgation of rules and regulations re-
specting maintenance of balances

(1) Reserves held by a depository institution to
meet the requirements imposed pursuant to sub-
section (b) of this section shall, subject to such
rules and regulations as the Board shall pre-
scribe, be in the form of—

(A) balances maintained for such purposes
by such depository institution in the Federal
Reserve bank of which it is a member or at
which it maintains an account, except that (i)
the Board may, by regulation or order, permit
depository institutions to maintain all or a
portion of their required reserves in the form
of vault cash, except that any portion so per-
mitted shall be identical for all depository in-
stitutions, and (ii) vault cash may be used to
satisfy any supplemental reserve requirement
imposed pursuant to subsection (b)(4) of this
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section, except that all such vault cash shall
be excluded from any computation of earnings
pursuant to subsection (b)(4)(C) of this section;
and

(B) balances maintained by a depository in-
stitution which is not a member bank in a de-
pository institution which maintains required
reserve balances at a Federal Reserve bank, in
a Federal Home Loan Bank, or in the National
Credit Union Administration Central Liquid-
ity Facility, if such depository institution,
Federal Home Loan Bank, or National Credit
Union Administration Central Liquidity Facil-
ity maintains such funds in the form of bal-
ances in a Federal Reserve bank of which it is
a member or at which it maintains an ac-
count. Balances received by a depository insti-
tution from a second depository institution
and used to satisfy the reserve requirement
imposed on such second depository institution
by this section shall not be subject to the re-
serve requirements of this section imposed on
such first depository institution, and shall not
be subject to assessments or reserves imposed
on such first depository institution pursuant
to section 7 of the Federal Deposit Insurance
Act (12 U.S.C. 1817), section 404 of the National
Housing Act (12 U.S.C. 1727),! or section 202 of
the Federal Credit Union Act (12 U.S.C. 1782).

(2) The balances maintained to meet the re-
serve requirements of subsection (b) of this sec-
tion by a depository institution in a Federal Re-
serve bank or passed through a Federal Home
Loan Bank or the National Credit Union Admin-
istration Central Liquidity Facility or another
depository institution to a Federal Reserve
bank may be used to satisfy liquidity require-
ments which may be imposed under other provi-
sions of Federal or State law.

(Dec. 23, 1913, ch. 6, §19(a)-(c), formerly §19
(pars.), 38 Stat. 270; June 21, 1917, ch. 32, §10, 40
Stat. 239; Aug. 23, 1935, ch. 614, title III, §324(a),
49 Stat. 714; renumbered §19(a)-(c) and amended
Pub. L. 89-597, §2(a), Sept. 21, 1966, 80 Stat. 823;
Pub. L. 91-151, title I, §§4(a), 5, Dec. 23, 1969, 83
Stat. 374, 375; Pub. L. 93-501, title I, §101(a), Oct.
29, 1974, 88 Stat. 1557; Pub. L. 96-221, title I, §§103,
104(a), Mar. 31, 1980, 94 Stat. 133, 138; Pub. L.
97-35, title III, §385, Aug. 13, 1981, 95 Stat. 433;
Pub. L. 97-320, title IV, §411, title VII, §708, Oct.
15, 1982, 96 Stat. 1520, 1540; Pub. L. 101-73, title
VII, §744(1)(2), (3), Aug. 9, 1989, 103 Stat. 439.)

REFERENCES IN TEXT

This section, referred to in subsec. (a), means section
19 of act Dec. 23, 1913, as amended, which is classified
to sections 142, 371a, 371b, 371b-1, 374, 374a, 461, 463 to
466, 505, and 506 of this title.

The Federal Deposit Insurance Act, referred to in
subsec. (b)(1)(A)(vi), is act Sept. 21, 1950, ch. 967, §2, 64
Stat. 873, as amended, which is classified generally to
chapter 16 (§1811 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title
note set out under section 1811 of this title and Tables.

Section 25 of this Act, referred to in subsec. (b)(6),
means section 25 of act Dec. 23, 1913, ch. 6, 38 Stat. 273,
as amended, popularly known as the Federal Reserve
Act. Section 25 is classified to subchapter I (§601 et
seq.) of chapter 6 of this title.

For the effective date of the Monetary Control Act of
1980, referred to in subsec. (b)(8), see section 108 of Pub.

1See References in Text note below.
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L. 96-221, set out as an Effective Date of 1980 Amend-
ment note under section 248 of this title.

Section 404 of the National Housing Act (12 U.S.C.
1727), referred to in subsec. (c)(1)(B), was repealed by
Pub. L. 101-73, title IV, §407, Aug. 9, 1989, 103 Stat. 363.

CODIFICATION

Section is comprised of subsecs. (a) to (c), formerly
first six pars., of section 19 of act Dec. 23, 1913 (such
first, second through fifth, and sixth pars. formerly
classified to sections 461, 462, and 462b of this title, re-
spectively), as redesignated by Pub. L. 89-597. For cred-
its prior to enactment of Pub. L. 89-597 on Sept. 21,
1966, see notes set out under sections 462 and 462b of
this title.

AMENDMENTS

1989—=Subsec. (b)(1)(A)(vi). Pub. L. 101-73, §744(i)(2),
amended cl. (vi) generally. Prior to amendment, cl. (vi)
read as follows: ‘“‘any insured institution as defined in
section 1724 of this title or any institution which is eli-
gible to make application to become an insured institu-
tion under section 1726 of this title; and”.

Subsec. (D)()(F), (49)(B). Pub. L. 101-73, §744(i)(3), sub-
stituted ‘‘Director of the Office of Thrift Supervision”
for ‘““Federal Home Loan Bank Board”.

1982—Subsec. (b)(1)(E), (F). Pub. L. 97-320, §411(c),
added subpar. (E) and redesignated former subpar. (E)
as (F).

Subsec. (b)(4)(A)@iv). Pub. L. 97-320, §411(b), inserted
‘‘except as provided in paragraph (11)”.

Subsec. (b)(8)(D)(i). Pub. L. 97-320, §708(1), substituted
provisions relating to reserve requirements for banks
which withdraw from the Federal Reserve System for
provision that any bank which was a member bank on
July 1, 1979, and which withdrew from membership in
the Federal Reserve System during the period begin-
ning on July 1, 1979, and ending on the day before
March 31, 1980, would maintain reserves beginning on
March 31, 1980, in an amount equal to the amount of re-
serves it would have been required to maintain if it had
been a member bank on March 31, 1980, and that after
March 31, 1980, any such bank was directed to maintain
reserves in the same amounts as member banks were
required to maintain under this subsection, pursuant to
subparagraphs (B) and (C)(i).

Subsec. (b)(8)(D)(ii). Pub. L. 97-320, §708(2), struck out
‘‘on or’’ after ‘“‘Reserve System’’.

Subsec. (b)(11). Pub. L. 97-320, §411(a), added par. (11).

1981—Subsec. (b)(8)(E). Pub. L. 97-35 substituted pro-
visions relating to applicability to any depository in-
stitution that was on Aug. 1, 1978, engaged in such busi-
ness in a State outside the continental limits and was
not a member of the Federal Reserve System at any
time on or after such date, for provisions relating to
applicability to any depository institution that was on
Aug. 1, 1978, engaged in such business under the laws of
a State, was not a member of the Federal Reserve Sys-
tem on that date, and the principal office of which was
outside the continental limits on that date and has re-
mained outside ever since.

1980—Subsec. (b). Pub. L. 96-221, §103, substituted pro-
visions setting forth additional definitions applicable
to reserve requirements and requirements respecting
amounts of reserves maintained against transaction ac-
counts, waiver of ratio limits in extraordinary circum-
stances, supplemental reserves, reserves related to for-
eign obligations or assets, exemptions for certain de-
posits, discounts and borrowings, transitional adjust-
ments, and additional exemptions and waivers, for pro-
visions relating to determinations respecting mainte-
nance of reserves against deposits.

Subsec. (c). Pub. L. 96-221, §104(a), substituted provi-
sions relating to the promulgation of rules and regula-
tions respecting maintenance of balances, for provi-
sions relating to form of reserves held by member
banks.

1974—Subsec. (a). Pub. L. 93-501 substituted ‘“‘and, re-
gardless of the use of the proceeds, shall be deemed a
deposit’ for ‘‘shall be deemed a deposit’’.
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1969—Subsec. (a). Pub. L. 91-151, §4(a), authorized
Board to determine type of obligations that would be
deemed deposits.

Subsec. (b). Pub. L. 91-151, §5, authorized Board to
prescribe ratio of indebtedness of member banks to for-
eign banks, up to a maximum of 22 percent.

1966—Pub. L. 89-597 designated first par. provisions of
section 19 of act Dec. 23, 1913, as subsec. (a), substituted
a general provision authorizing Board to define terms
used in sections 142, 371a, 371b, 374, 374a, and 463 to 466
of this title for former provisions defining terms ‘‘de-
mand deposits’’, ‘‘gross demand deposits’, ‘‘deposits
payable on demand’, ‘‘time deposits’’, ‘‘savings depos-
its”’, and ‘‘trust funds’’, struck out inclusion of ‘‘sav-
ings deposits’ in term ‘‘time deposits’ in regard to re-
serve requirements of member banks, and added sub-
secs. (b) and (c¢) to such section 19, superseding second
through sixth pars., which authorized Board to fix re-
serve requirements against time deposits between the
limits of 3 and 10 percent, in lieu of prior limits of 3 and
6 percent, and struck out provision for modification of
reserve requirements to prevent injurious credit to ex-
pansion or contraction.

1935—Act Aug. 23, 1935, abrogated statutory construc-
tion of demand deposits.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-221 effective on first day of
sixth month which begins after Mar. 31, 1980, except
that the amendments regarding subsec. (b)(7) and (8)(D)
effective on Mar. 31, 1980, see section 108 of Pub. L.
96-221, set out as a note under section 248 of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Section 101(b) of Pub. L. 93-501 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall not apply to any bank holding company
which has filed prior to the date of enactment of this
Act [Oct. 29, 1974], an irrevocable declaration with the
Board of Governors of the Federal Reserve System to
divest itself of all of its banks under section 4 of the
Bank Holding Company Act [12 U.S.C. 1843], or to any
debt obligation which is an exempted security under
section 3(a)(3) of the Securities Act of 1933 [156 U.S.C.
T7c(a)(3)].”

EFFECTIVE AND TERMINATION DATES OF 1966
AMENDMENT

Section 7 of Pub. L. 89-597, as amended by Pub. L.
90-87, Sept. 21, 1967, 81 Stat. 226; Pub. L. 90-505, §1, Sept.
21, 1968, 82 Stat. 856; Pub. L. 91-71, Sept. 22, 1969, 83 Stat.
115; Pub. L. 91-151, title I, §1, Dec. 23, 1969, 83 Stat. 371;
Pub. L. 92-8, §1, Mar. 31, 1971, 85 Stat. 13; Pub. L. 92-15,
§1, May 18, 1971, 85 Stat. 38; Pub. L. 93-63, July 6, 1973,
87 Stat. 147; Pub. L. 93-100, §1, Aug. 16, 1973, 87 Stat. 342;
Pub. L. 93-495, title I, §107, Oct. 28, 1974, 88 Stat. 1505;
Pub. L. 94-200, title I, §101, Dec. 31, 1975, 89 Stat. 1124;
Pub. L. 95-22, title I, §101, Apr. 19, 1977, 91 Stat. 49; Pub.
L. 95-188, title I, §101, Nov. 16, 1977, 91 Stat. 1387; Pub.
L. 95-630, title XVI, §1601, Nov. 10, 1978, 92 Stat. 3713,
which provided effective and termination dates for 1966
amendments by Pub. L. 89-597 (affecting sections 371b,
1425b, and 1828(g) of this title), was repealed by section
207(a) of Pub. L. 96-221.

ELIMINATION OR REDUCTION OF INTEREST RATE DIF-
FERENTIAL BETWEEN SAVINGS BANKS AND SAVINGS
AND LOAN, BUILDING AND LOAN, OR HOMESTEAD As-
SOCIATIONS

Pub. L. 94-200, title I, §102, Dec. 31, 1975, 89 Stat. 1124,
as amended by Pub. L. 95-630, title XVI, §1602, Nov. 10,
1978, 92 Stat. 3713, which had provided that an interest
rate differential for any category of deposits or ac-
counts which was in effect on December 10, 1975, be-
tween (1) any bank (other than a savings bank) the de-
posits of which were insured by the Federal Deposit In-
surance Corporation and (2) any savings and loan,
building and loan, or homestead association (including
cooperative banks) the deposits or accounts of which
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were insured by the Federal Savings and Loan Insur-
ance Corporation or any mutual savings bank as de-
fined in section 3(f) of the Federal Deposit Insurance
Act (12 U.S.C. 1813(j)) [section 1813(f) of this title] could
not be eliminated or reduced unless (A) written notifi-
cation was given by the Board of Governors of the Fed-
eral Reserve System to the Congress; and (B) the House
of Representatives and the Senate approved, by concur-
rent resolution, the proposed elimination or reduction
of the interest rate differential, was repealed by Pub. L.
97-320, title III, §326(a), Oct. 15, 1982, 96 Stat. 1500. See
section 326(b)—(d) of Pub. L. 97-320, set out as a note
under section 1828 of this title. See, also, section
207(b)(1) of Pub. L. 96-221 providing for repeal of section
102 of Pub. L. 94-200 effective 6 years after Mar. 31, 1980.

INTEREST RATES: CONTROLS

Section 1 of Pub. L. 89-597 provided that: ‘“The Sec-
retary 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, in implementation of their re-
spective powers under existing law and this Act [enact-
ing section 1425b of this title, amending this section,
sections 355, 371b, and 1828 of this title, and section 771
of former Title 31, Money and Finance, repealing sec-
tion 462a—-1 of this title and enacting provisions set out
as notes under this section], shall take action to bring
about the reduction of interest rates to the maximum
extent feasible in the light of prevailing money market
and general economic conditions.”’

Effective and termination dates of control of interest
rates provisions, see Effective and Termination Dates
of 1966 Amendment note above.

OUTSTANDING RATE REGULATIONS

Section 5 of Pub. L. 89-597 provided that: ‘““‘Any regu-
lation prescribed by the Board of Governors of the Fed-
eral Reserve System or the Board of Directors of the
Federal Deposit Insurance Corporation with respect to
the payment of deposits and interest thereon by mem-
ber banks or insured nonmember banks which is in ef-
fect when this Act is enacted [Sept. 21, 1966] shall con-
tinue in effect unless and until it is modified or re-
scinded after consultation with the Board of Directors
or the Board of Governors, as the case may be, and the
Federal Home Loan Bank Board.”

Effective and termination dates of existing rate regu-
lations, see Effective and Termination Dates of 1966
Amendment note under this section.

§ 462. Omitted
CODIFICATION

Section, acts Dec. 23, 1913, ch. 6, §19 (par.), 38 Stat.
270; Aug. 15, 1914, ch. 252, 38 Stat. 691; June 21, 1917, ch.
32, §10, 40 Stat. 239; Sept. 26, 1918, ch. 177, §4, 40 Stat.
970; July 28, 1959, Pub. L. 86-114, §§1, 2(a), 3(b)(7)—(9), 73
Stat. 863, which related to balances member banks were
required to keep in reserve banks, was omitted from
the Code in view of the striking out of second through
fifth pars. of section 19 of act Dec. 23, 1913 (formerly
comprising this section), and incorporation of provi-
sions of such paragraphs in subsecs. (a) to (c) of section
19 of act Dec. 23, 1913 by section 2(a) of Pub. L. 89-597,
Sept. 21, 1966, 80 Stat. 823. See section 461 of this title.

§462a. Repealed. Pub. L. 97-258, §5(b), Sept. 13,
1982, 96 Stat. 1068

Section, act Apr. 24, 1917, ch. 4, §7, 40 Stat. 37, related
to reserves against United States deposits.

§ 462a-1. Repealed. Pub. L. 89-597, § 2(d), Sept. 21,
1966, 80 Stat. 824

Section, act Dec. 23, 1913, ch. 6, §19 (par.), as added
Aug. 23, 1935, ch. 614, title III, §324(d), 49 Stat. 715;
amended Apr. 13, 1943, ch. 62, §2, 57 Stat. 65, prescribed
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maintenance of same bank reserves against deposits by
United States as were required against other deposits.

§§ 462b, 462c. Omitted
CODIFICATION

Section 462b, act Dec. 23, 1913, ch. 6, §19 (par.), as
added May 12, 1933, ch. 25, title III, §46, 48 Stat. 54;
amended Aug. 23, 1935, ch. 614, title II, §207, 49 Stat. 706;
July 7, 1942, ch. 488, §2, 56 Stat. 648; July 28, 1959, Pub.
L. 86-114, §§2(b), 3(b)(10), (11), 73 Stat. 263, 264, related to
change of requirements as to reserves in order to pre-
vent credit expansion or contraction, and was omitted
from the Code in view of the striking out of the sixth
par. of section 19 of act Dec. 23, 1913 (formerly compris-
ing this section), and incorporation of its provisions in
subsecs. (a) to (c) of section 19 of act Dec. 23, 1913 by
section 2(a) of Pub. L. 89-597, Sept. 21, 1966, 80 Stat. 823.
See section 461 of this title.

Section 462c, act Dec. 23, 1913, ch. 6, §19 (par.), as
added Aug. 16, 1948, ch. 836, §2, 62 Stat. 1291, related to
change of requirements as to reserves to check credit
expansion, and terminated on June 30, 1949.

§463. Limitation on amount of balance with any
depository institution without access to Fed-
eral Reserve advances

No member bank shall keep on deposit with
any depository institution which is not author-
ized to have access to Federal Reserve advances
under section 347b1 of this title a sum in excess
of 10 per centum of its own paid-up capital and
surplus.

(Dec. 23, 1913, ch. 6, §19(e), formerly §19 (par. 8),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 691;
June 21, 1917, ch. 32, §10, 40 Stat. 239; renumbered
§19(e), Pub. L. 89-597, §2(b), Sept. 21, 1966, 80
Stat. 824; Pub. L. 96-221, title I, §105(e), Mar. 31,
1980, 94 Stat. 140.)

REFERENCES IN TEXT

Section 347b of this title, referred to in text, was in
the original a reference to section 10(b) of this Act,
meaning section 10(b) of the Federal Reserve Act. Sec-
tion 10(b) of that Act was renumbered section 10B by
Pub. L. 102-242, title I, §142(a)(2), Dec. 19, 1991, 105 Stat.
2279, without a corresponding amendment to this sec-
tion.

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 374 of this title.

AMENDMENTS

1980—Pub. L. 96-221 substituted provisions limiting
amount of balance required to be kept with any deposi-
tory institution without access to Federal Reserve ad-
vances, for provisions limiting amount of balance re-
quired to be kept with any State bank or trust com-
pany.

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.

§464. Checking against and withdrawal of re-
serve balance

The required balance carried by a member
bank with a Federal Reserve Bank may, under

1See References in Text note below.
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the regulations and subject to such penalties as
may be prescribed by the Board of Governors of
the Federal Reserve System, be checked against
and withdrawn by such member bank for the
purpose of meeting existing liabilities.

(Dec. 23, 1913, ch. 6, §19(f), formerly §19 (par. 9),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 691;
June 21, 1917, ch. 32, §10, 40 Stat. 239; Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704; July 7,
1942, ch. 488, §3, 56 Stat. 648; renumbered §19(f),
Pub. L. 89-597, §2(b), Sept. 21, 1966, 80 Stat. 824.)

CODIFICATION

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

AMENDMENTS

1942—Act July 7, 1942, struck out proviso which pro-
hibited making new loans or paying dividends until re-
quired balance was restored.

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.

§465. Basis for ascertaining deposits against
which required balance is determined

In estimating the reserve balances required by
this chapter, member banks may deduct from
the amount of their gross demand deposits the
amounts of balances due from other banks (ex-
cept Federal Reserve banks and foreign banks)
and cash items in process of collection payable
immediately upon presentation in the United
States, within the meaning of these terms as de-
fined by the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, §19(g), formerly §19 (par. 10),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 692;
June 21, 1917, ch. 32, §10, 40 Stat. 240; Aug. 23,
1935, ch. 614, title III, §324(b), 49 Stat. 714; re-
numbered §19(g), 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 subsec. (g), formerly tenth
par., of section 19 of act Dec. 23, 1913, as redesignated
by Pub. L. 89-597.

AMENDMENTS

1935—Act Aug. 23, 1935, changed method of estimating
reserve balances.

§466. Reserves of banks in dependencies or insu-
lar possessions

National banks, or banks organized under
local laws, located in a dependency or insular
possession or any part of the United States out-
side the continental United States, may remain
nonmember banks, and shall in that event main-
tain reserves and comply with all the conditions
now provided by law regulating them; or said
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banks may with the consent of the Board of
Governors of the Federal Reserve System, be-
come member banks of any one of the reserve
districts, and shall in that event take stock,
maintain reserves, and be subject to all the
other provisions of this chapter.

(Dec. 23, 1913, ch. 6, §19(h), formerly §19 (par. 11),
38 Stat. 270; Aug. 15, 1914, ch. 252, 38 Stat. 692;
June 21, 1917, ch. 32, §10, 40 Stat. 240; Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704; Pub. L.
86-70, §8(b), June 25, 1959, 73 Stat. 142; renum-
bered §19(h), Pub. L. 89-597, §2(b), Sept. 21, 1966,
80 Stat. 824.)

CODIFICATION

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

AMENDMENTS

1959—Pub. L. 86-70 struck out ‘“‘in Alaska or’’ before
“in a dependency’’.

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.

§467. Deposits of gold coin, gold certificates, and
Special Drawing Right certificates with
United States Treasurer

The Secretary of the Treasury is authorized
and directed to receive deposits of gold or of
gold certificates or of Special Drawing Right
certificates with the Treasurer or any des-
ignated depositary of the United States when
tendered by any Federal Reserve bank or Fed-
eral Reserve agent for credit to its or his ac-
count with the Board of Governors of the Fed-
eral Reserve System. The Secretary shall pre-
scribe by regulation the form of receipt to be is-
sued by the Treasurer or designated depositary
to the Federal Reserve bank or Federal Reserve
agent making the deposit, and a duplicate of
such receipt shall be delivered to the Board of
Governors of the Federal Reserve System by the
Treasury at Washington upon proper advices
from any designated depositary that such de-
posit has been made. Deposits so made shall be
held subject to the orders of the Board of Gov-
ernors of the Federal Reserve System and depos-
its of gold or gold certificates shall be payable
in gold certificates, and deposits of Special
Drawing Right certificates shall be payable in
Special Drawing Right certificates, on the order
of the Board of Governors of the Federal Reserve
System to any Federal Reserve bank or Federal
Reserve agent at the Treasury or at the sub-
treasury of the United States nearest the place
of business of such Federal Reserve bank or such
Federal Reserve agent. The order used by the
Board of Governors of the Federal Reserve Sys-
tem in making such payments shall be signed by
the chairman or vice chairman, or such other of-
ficers or members as the Board may by regula-
tion prescribe. The form of such order shall be
approved by the Secretary of the Treasury.

The expenses necessarily incurred in carrying
out these provisions, including the cost of the
certificates or receipts issued for deposits re-
ceived, and all expenses incident to the handling
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of such deposits shall be paid by the Board of
Governors of the Federal Reserve System and
included in its assessments against the several
Federal Reserve banks.

Nothing in this section shall be construed as
amending section 6 of Act March 14, 1900, as
amended by Acts Mar. 4, 1907, Mar. 2, 1911, June
12, 1916, nor shall the provisions of this section
be construed to apply to the deposits made or to
the receipts or certificates issued under that
section.

(Dec. 23, 1913, ch. 6, §16 (pars.), as added June 21,
1917, ch. 32, §8, 40 Stat. 238; amended May 29,
1920, ch. 214, §1, 41 Stat. 654; Jan. 30, 1934, ch. 6,
§2(b)(7), (8), 48 Stat. 339; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704; Pub. L. 89-3, §2,
Mar. 3, 1965, 79 Stat. 5; Pub. L. 90-269, §7, Mar. 18,
1968, 82 Stat. 50; Pub. L. 90-349, §5(d), June 19,
1968, 82 Stat. 189.)

REFERENCES IN TEXT

Words ‘‘this section’, referred to in last par., mean
section 16 of act Dec. 23, 1913. For classification to this
title of section 16, see Codification note set out under
section 411 of this title.

Section 6 of Act Mar. 14, 1900, as amended by Acts
Mar. 7, 1907, Mar. 2, 1911, June 12, 1916, referred to in the
last par., which was classified to section 429 of former
Title 31, was repealed by Pub. L. 97-258, §5(b), Sept. 13,
1982, 96 Stat. 1068, the first section of which enacted
Title 31, Money and Finance.

CODIFICATION

Section is comprised of fifteenth to eighteenth pars.
of section 16 of act Dec. 23, 1913, as added June 21, 1917.
For classification to this title of other pars. of section
16, see Codification note set out under section 411 of
this title.

AMENDMENTS

1968—Pub. L. 90-349 inserted references to Special
Drawing Right certificates so as to allow them to be
deposited with the Treasury in the same manner as
gold certificates.

Pub. L. 90-269 repealed third par. (eighteenth par. of
section 16 of Act Dec. 23, 1913) which provided that de-
posits standing to the credit of any Federal Reserve
bank with the Board of Governors shall, at the option
of said bank, be counted as part of the lawful reserve
which it is required to maintain against outstanding
Federal Reserve notes.

1965—Pub. L. 89-3 removed from list of purposes for
which deposits made under this section could be count-
ed, reference to the reserve in gold certificates which
each Federal Reserve bank was required to maintain
against deposit liabilities.

1934—Act Jan. 30, 1934, amended third sentence in
first par. and third par.

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.

TRANSFER OF FUNCTIONS
For transfer of functions to Secretary of the Treas-
ury, see note set out under section 121 of this title.
SUBCHAPTER XV—BANK EXAMINATIONS

§481. Appointment of examiners; examination of
member banks, State banks, and trust com-
panies; reports

The Comptroller of the Currency, with the ap-
proval of the Secretary of the Treasury, shall
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appoint examiners who shall examine every na-
tional bank as often as the Comptroller of the
Currency shall deem necessary. The examiner
making the examination of any national bank
shall have power to make a thorough examina-
tion of all the affairs of the bank and in doing
so he shall have power to administer oaths and
to examine any of the officers and agents there-
of under oath and shall make a full and detailed
report of the condition of said bank to the
Comptroller of the Currency: Provided, That in
making the examination of any national bank
the examiners shall include such an examina-
tion of the affairs of all its affiliates other than
member banks as shall be necessary to disclose
fully the relations between such bank and such
affiliates and the effect of such relations upon
the affairs of such bank; and in the event of the
refusal to give any information required in the
course of the examination of any such affiliate,
or in the event of the refusal to permit such ex-
amination, all the rights, privileges, and fran-
chises of the bank shall be subject to forfeiture
in accordance with sections 141, 222 to 225, 281 to
283, 285, 286, b0la and 502 of this title. The Comp-
troller of the Currency shall have power, and he
is authorized, to publish the report of his exam-
ination of any national banking association or
affiliate which shall not within one hundred and
twenty days after notification of the recom-
mendations or suggestions of the Comptroller,
based on said examination, have complied with
the same to his satisfaction. Ninety days’ notice
prior to such publicity shall be given to the
bank or affiliate.

The examiner making the examination of any
affiliate of a national bank shall have power to
make a thorough examination of all the affairs
of the affiliate, and in doing so he shall have
power to administer oaths and to examine any
of the officers, directors, employees, and agents
thereof under oath and to make a report of his
findings to the Comptroller of the Currency. If
any affiliate of a national bank refuses to pay
any assessments, fees, or other charges imposed
by the Comptroller of the Currency pursuant to
this subchapter or fails to make such payment
not later than 60 days after the date on which
they are imposed, the Comptroller of the Cur-
rency may impose such assessments, fees, or
charges against the affiliated national bank, and
such assessments, fees, or charges shall be paid
by such national bank. If the affiliation is with
2 or more national banks, such assessments,
fees, or charges may be imposed on, and col-
lected from, any or all of such national banks in
such proportions as the Comptroller of the Cur-
rency may prescribe. The examiners and assist-
ant examiners making the examinations of na-
tional banking associations and affiliates there-
of herein provided for and the chief examiners,
reviewing examiners and other persons whose
services may be required in connection with
such examinations or the reports thereof, shall
be employed by the Comptroller of the Currency
with the approval of the Secretary of the Treas-
ury; the employment and compensation of ex-
aminers, chief examiners, reviewing examiners,
assistant examiners, and of the other employees
of the office of the Comptroller of the Currency
whose compensation is and shall be paid from
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assessments on banks or affiliates thereof or
from other fees or charges imposed pursuant to
this subchapter shall be without regard to the
provisions of other laws applicable to officers or
employees of the United States. The funds de-
rived from such assessments, fees, or charges
may be deposited by the Comptroller of the Cur-
rency in accordance with the provisions of sec-
tion 192 of this title and shall not be construed
to be Government funds or appropriated monies;
and the Comptroller of the Currency is author-
ized and empowered to prescribe regulations
governing the computation and assessment of
the expenses of examinations herein provided for
and the collection of such assessments from the
banks and/or affiliates examined or of other fees
or charges imposed pursuant to this subchapter.
Such funds shall not be subject to apportion-
ment for the purpose of chapter 15 of title 31 or
under any other authority. If any affiliate of a
national bank shall refuse to permit an exam-
iner to make an examination of the affiliate or
shall refuse to give any information required in
the course of any such examination, the na-
tional bank with which it is affiliated shall be
subject to a penalty of not more than $5,000 for
each day that any such refusal shall continue.
Such penalty may be assessed by the Comptrol-
ler of the Currency and collected in the same
manner as expenses of examinations. The Comp-
troller of the Currency, upon the request of the
Board of Governors of the Federal Reserve Sys-
tem, is authorized to assign examiners ap-
pointed under this subchapter to examine for-
eign operations of State banks which are mem-
bers of the Federal Reserve System.

(R.S. §5240 (pars.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, §21, 38 Stat. 271; June 16,
1933, ch. 89, §28, 48 Stat. 192; Aug. 23, 1935, ch. 614,
title II, §203(a), title III, §343, 49 Stat. 704, 722;
June 30, 1948, ch. 762, §1, 62 Stat. 1163; Apr. 30,
1956, ch. 228, §1, 70 Stat. 124; Pub. L. 96-221, title
VII, §709, Mar. 31, 1980, 94 Stat. 188, Pub. L.
100-86, title V, §5056(b), Aug. 10, 1987, 101 Stat. 633;
Pub. L. 101-73, title IX, §907(f), Aug. 9, 1989, 103
Stat. 470; Pub. L. 102-242, title I, §114(b), Dec. 19,
1991, 105 Stat. 2248.)

REFERENCES IN TEXT

This subchapter, referred to in second par., was in the
original a reference to this section, meaning section
5240 of the Revised Statutes.

CODIFICATION

R.S. §5240 derived from act June 3, 1864, ch. 106, §54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

R.S. §5240, as amended by acts Dec. 23, 1913, July 2,
1932, June 16, 1933, Pub. L. 101-73, and Pub. L. 102-242, is
comprised of 7 undesignated paragraphs. Pars. 1 and 2
are classified to section 481 of this title, pars. 3 and 4
are classified to section 482 of this title, and pars. 5 to
T are classified to sections 483 to 485, respectively, of
this title.

AMENDMENTS

1991—Pub. L. 102-242, in second par., inserted second
and third sentences and struck out former second and
third sentences which read as follows: ‘‘The expense of
examinations of such affiliates may be assessed by the
Comptroller of the Currency upon the affiliates exam-
ined in proportion to assets or resources held by the af-
filiates upon the dates of examination of the various af-
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filiates. If any such affiliate shall refuse to pay such
expenses or shall fail to do so within sixty days after
the date of such assessment, then such expenses may be
assessed against the affiliated national bank and, when
so assessed, shall be paid by such national bank: Pro-
vided, however, That, if the affiliation is with two or
more national banks, such expenses may be assessed
against, and collected from, any or all of such national
banks in such proportions as the Comptroller of the
Currency may prescribe.”’, in fourth sentence, inserted
“or from other fees or charges imposed pursuant to this
subchapter’” after ‘‘assessments on banks or affiliates
thereof’’, and in fifth sentence, inserted ‘‘, fees, or
charges’ before ‘“‘may be deposited’” and ‘‘or of other
fees or charges imposed pursuant to this subchapter’
before period.

1989—Pub. L. 101-73, in second par., increased the pen-
alty for refusal to allow the examination from $100 to
$5,000.

1987—Pub. L. 100-86 inserted after fifth sentence of
second par. ‘‘Such funds shall not be subject to appor-
tionment for the purpose of chapter 15 of title 31 or
under any other authority.”

1980—Pub. L. 96-221 inserted provisions relating to ex-
amination of foreign operations of State banks which
are members of the Federal Reserve System, and sub-
stituted provisions authorizing examinations as often
as the Comptroller deems necessary, for provisions re-
quiring examinations twice in every calendar year, and
provisions authorizing the Comptroller to waive one ex-
amination or require additional examinations.

1956—Act Apr. 30, 1956, allowed Comptroller to waive
1 of the 2 examinations required each year, but not
more than one waiver every two years.

1948—Act June 30, 1948, struck out in first sentence
after first proviso of second par. ‘, including retire-
ment annuities to be fixed by the Comptroller of the
Currency,”’.

1935—Act Aug. 23, 1935, §343, substituted in first sen-
tence after first proviso of second par. ‘‘including re-
tirement annuities to be fixed by the Comptroller of
the Currency, is and shall be’’ for ‘‘is”’.

1933—Act June 16, 1933, inserted proviso and last two
sentences at end of first par. and added second par.

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 1989 AMENDMENT

Amendment by Pub. L. 101-73 applicable to conduct
engaged in after Aug. 9, 1989, except that increased
maximum penalties of $5,000 and $25,000 may apply to
conduct engaged in before such date if such conduct is
not already subject to a notice issued by the appro-
priate agency and occurred after completion of the last
report of the examination of the institution by the ap-
propriate agency occurring before Aug. 9, 1989, see sec-
tion 907(1) of Pub. L. 101-73, set out as a note under sec-
tion 93 of this title.

EFFECTIVE DATE OF 1948 AMENDMENT

Amendment by act June 30, 1948, effective on first
day of first pay period beginning at least 30 days after
June 30, 1948, see section 5 of that act.

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.

§482. Employees of Office of Comptroller of the
Currency; appointment; compensation and
benefits

Notwithstanding any of the provisions of sec-
tion 481 of this title or section 301(f)(1) of title 31
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to the contrary, the Comptroller of the Cur-
rency shall fix the compensation and number of,
and appoint and direct, all employees of the Of-
fice of the Comptroller of the Currency. Rates of
basic pay for all employees of the Office may be
set and adjusted by the Comptroller without re-
gard to the provisions of chapter 51 or sub-
chapter III of chapter 53 of title 5. The Comp-
troller may provide additional compensation
and benefits to employees of the Office if the
same type of compensation or benefits are then
being provided by any other Federal bank regu-
latory agency or, if not then being provided,
could be provided by such an agency under ap-
plicable provisions of law, rule, or regulation. In
setting and adjusting the total amount of com-
pensation and benefits for employees of the Of-
fice, the Comptroller shall consult with, and
seek to maintain comparability with, other Fed-
eral banking agencies.

The Comptroller of the Currency may impose
and collect assessments, fees, or other charges
as necessary or appropriate to carry out the re-
sponsibilities of the officel of the Comptroller.
Such assessments, fees, and other charges shall
be set to meet the Comptroller’s expenses in car-
rying out authorized activities.

(R.S. §5240 (pars.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, §21, 38 Stat. 272; July 2,
1932, ch. 392, 47 Stat. 568; Aug. 23, 1935, ch. 614,
title III, §343, 49 Stat. 722; Apr. 30, 1956, ch. 228,
§§2, 3, 70 Stat. 124; Pub. L. 101-73, title XII, §1202,
Aug. 9, 1989, 103 Stat. 520; Pub. L. 102-242, title I,
§114(a), Dec. 19, 1991, 105 Stat. 2248; Pub. L.
102-550, title XVI, §1603(b)(5), Oct. 28, 1992, 106
Stat. 4079; Pub. L. 103-325, title III, §331(b)(1),
Sept. 23, 1994, 108 Stat. 2232.)

REFERENCES IN TEXT

Provisions of section 481 of this title, referred to in
first par., was in the original ‘‘preceding provisions of
this section’’, meaning R.S. §5240. See Codification note
set out below.

CODIFICATION

R.S. §5240 derived from act June 3, 1864, ch. 106, §54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of third and fourth pars. of R.S.
§5240, as amended. The former fifth par. of R.S. §5440,
which comprised the third par. of this section, was re-
pealed by Pub. L. 102-242. See Codification note set out
under section 481 of this title.

AMENDMENTS

1994—Pub. L. 103-325 inserted ‘‘or section 301(f)(1) of
title 31 after ‘‘provisions of section 481 of this title”’.

1992—Pub. L. 102-550 substituted ‘‘office’” for ‘‘duties”
in second par.

1991—Pub. L. 102-242 added second par. and struck out
former second and third pars. which read as follows:

““The expense of the examinations provided for in this
subchapter shall be assessed by the Comptroller of the
Currency upon national banks in proportion to their
assets or resources. The assessments may be made
more frequently than annually at the discretion of the
Comptroller of the Currency. The annual rate of such
assessment shall be the same for all national banks, ex-
cept that banks examined more frequently than twice
in one calendar year shall, in addition, be assessed the
expense of these additional examinations.

“In addition to the expense of examination to be as-
sessed by the Comptroller of the Currency as heretofore

180 in original. Probably should be capitalized.
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provided, all national banks exercising fiduciary pow-
ers and all banks or trust companies in the District of
Columbia exercising fiduciary powers shall be assessed
by the Comptroller of the Currency for the examination
of their fiduciary activities a fee adequate to cover the
expense thereof.”

1989—Pub. L. 101-73, in first paragraph, substituted
“Notwithstanding any of the provisions of section 481
of this title to the contrary, the Comptroller of the
Currency shall fix the compensation and number of,
and appoint and direct, all employees of the Office of
the Comptroller of the Currency. Rates of basic pay for
all employees of the Office may be set and adjusted by
the Comptroller without regard to the provisions of
chapter 51 or subchapter III of chapter 53 of title 5. The
Comptroller may provide additional compensation and
benefits to employees of the Office if the same type of
compensation or benefits are then being provided by
any other Federal bank regulatory agency or, if not
then being provided, could be provided by such an agen-
cy under applicable provisions of law, rule, or regula-
tion. In setting and adjusting the total amount of com-
pensation and benefits for employees of the Office, the
Comptroller shall consult with, and seek to maintain
comparability with, other Federal banking agencies.”
for ‘“The Comptroller of the Currency shall fix the sala-
ries of all bank examiners and make report thereof to
Congress.” and redesignated remaining sentences of
first paragraph as a second paragraph. Former second
paragraph became third paragraph.

1956—Act Apr. 30, 1956, provided that assessments
may be made more frequently than annually and the
annual rate of such assessment shall be the same for all
national banks except that banks examined more than
twice in one year shall be assessed the expense of the
additional examinations, and based additional charges
for examining all national banks exercising fiduciary
powers and all banks or trust companies in the District
of Columbia exercising fiduciary powers on the cost of
making the examination rather than the amount of
trust assets under administration.

1935—Act Aug. 23, 1935, substituted in first sentence
“The Comptroller of the Currency’ for ‘‘The Federal
Reserve Board, upon the recommendation of the Comp-
troller of the Currency’’.

1932—Act July 2, 1932, added last par.

EFFECTIVE DATE OF 1992 AMENDMENT

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

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.

§483. Special examination of member banks; in-
formation of condition furnished to Board of
Governors of the Federal Reserve System

In addition to the examinations made and con-
ducted by the Comptroller of the Currency,
every Federal reserve bank may, with the ap-
proval of the Federal reserve agent or the Board
of Governors of the Federal Reserve System,
provide for special examination of member
banks within its district. The expense of such
examinations may, in the discretion of the
Board of Governors of the Federal Reserve Sys-
tem, be assessed against the banks examined,
and, when so assessed, shall be paid by the banks
examined. Such examinations shall be so con-
ducted as to inform the Federal reserve bank of
the condition of its member banks and of the
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lines of credit which are being extended by
them. Every Federal reserve bank shall at all
times furnish to the Board of Governors of the
Federal Reserve System such information as
may be demanded concerning the condition of
any member bank within the district of the said
Federal reserve bank.

(R.S. §5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, §21, 38 Stat. 272; June 26,
1930, ch. 611, §2, 46 Stat. 814; Aug. 23, 1935, ch. 614,
title II, §203(a), 49 Stat. 704.)

CODIFICATION

R.S. §5240 derived from act June 3, 1864, ch. 106, §54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of fifth par. of R.S. §5240, as
amended. See Codification note set out under section
481 of this title.

AMENDMENTS

1930—Act June 26, 1930, substituted second sentence
““The expense of such examinations may, in the discre-
tion of the Federal Reserve Board, be assessed against
the banks examined, and, when so assessed, shall be
paid by the banks examined.” for ‘“The expense of such
examinations shall be borne by the bank examined.”

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.

§484. Limitation on visitorial powers

(a) No national bank shall be subject to any
visitorial powers except as authorized by Fed-
eral law, vested in the courts of justice or such
as shall be, or have been exercised or directed by
Congress or by either House thereof or by any
committee of Congress or of either House duly
authorized.

(b) Notwithstanding subsection (a) of this sec-
tion, lawfully authorized State auditors and ex-
aminers may, at reasonable times and upon rea-
sonable notice to a bank, review its records sole-
ly to ensure compliance with applicable State
unclaimed property or escheat laws upon rea-
sonable cause to believe that the bank has failed
to comply with such laws.

(R.S. §5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, §21, 38 Stat. 272; Pub. L.
97-320, title IV, §412, Oct. 15, 1982, 96 Stat. 1521;
Pub. L. 97-457, §23(a), Jan. 12, 1983, 96 Stat. 2510.)

CODIFICATION

R.S. §5240 derived from act June 3, 1864, ch. 106, §54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of sixth par. of R.S. §5240, as
amended. See Codification note set out under section
481 of this title.

Section 412 of Pub. L. 97-320, set out in the credit of
this section, was amended by section 23(a) of Pub. L.
97-457 to correct an error in the directory language of
section 412 of Pub. L. 97-320. That amendment involved
only directory language and not the content of the text
being amended by Pub. L. 97-320 so no change in the
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text of this section resulted from the amendment by
Pub. L. 97-457.

AMENDMENTS

1982—Subsec. (a). Pub. L. 97-320, as amended by Pub.
L. 97-457, designated existing provisions as subsec. (a),
and amended subsec. (a) generally. Prior to amendment
subsec. (a) read as follows: ‘““No bank shall be subject to
any visitorial powers other than such as are authorized
by law, or vested in the courts of justice or such as
shall be or shall have been exercised or directed by
Congress, or by either House thereof or by any commit-
tee of Congress or of either House duly authorized”.

Subsec. (b). Pub. L. 97-320, as amended by Pub. L.
97-457, added subsec. (b).

EFFECTIVE DATE OF 1983 AMENDMENT

Section 23(b) of Pub. L. 97-457 provided that: ‘“The
amendment made by subsection (a) [amending section
412 of Pub. L. 97-320, which amended this section] shall
be deemed to have taken effect upon the enactment of
Public Law 97-320 [Oct. 15, 1982].”

§485. Examination of Federal reserve banks

The Board of Governors of the Federal Reserve
System shall, at least once each year, order an
examination of each Federal reserve bank, and
upon joint application of ten member banks the
Board of Governors of the Federal Reserve Sys-
tem shall order a special examination and report
of the condition of any Federal reserve bank.

(R.S. §5240 (par.); Feb. 19, 1875, ch. 89, 18 Stat.
329; Dec. 23, 1913, ch. 6, §21, 38 Stat. 272; Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

CODIFICATION

R.S. §5240 derived from act June 3, 1864, ch. 106, §54,
13 Stat. 116, which was part of the National Bank Act.
See section 38 of this title.

Section is comprised of seventh par. of R.S. §5240, as
amended. See Codification note set out under section
481 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.

§486. Waiver of requirements as to reports from
or examinations of affiliates

Whenever member banks are required to ob-
tain reports from affiliates, or whenever affili-
ates of member banks are required to submit to
examination, the Board of Governors of the Fed-
eral Reserve System or the Comptroller of the
Currency, as the case may be, may waive such
requirements with respect to any such report or
examination of any affiliate if in the judgment
of the said Board of Comptroller, respectively,
such report or examination is not necessary to
disclose fully the relations between such affili-
ate and such bank and the effect thereof upon
the affairs of such bank.

(Dec. 23, 1913, ch. 6, §21 (par.), as added Aug. 23,
1935, ch. 614, title III, §325, 49 Stat. 715.)

CODIFICATION

This section was not enacted as part of R.S. §5240
which comprises this subchapter. Act Dec. 23, 1913, de-
rived from R.S. §5240.

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
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included in transfer of functions to Secretary of the
Treasury, see note set out under section 1 of this title.

SUBCHAPTER XVI—CIVIL LIABILITY OF
FEDERAL RESERVE AND MEMBER
BANKS, SHAREHOLDERS, AND OFFICERS

§501. Liability of Federal reserve or member
bank for certifying check when amount of
deposit was inadequate

It shall be unlawful for any officer, director,
agent, or employee of any Federal reserve bank,
or any member bank as defined in this chapter,
to certify any check drawn upon such Federal
reserve bank or member bank unless the person,
firm, or corporation drawing the check has on
deposit with such Federal reserve bank or mem-
ber bank, at the time such check is certified, an
amount of money not less than the amount spec-
ified in such check. Any check so certified by a
duly authorized officer, director, agent, or em-
ployee shall be a good and valid obligation
against such Federal reserve bank or member
bank; but the act of any officer, director, agent,
or employee of any such Federal reserve bank or
member bank in violation of this section shall,
in the discretion of the Board of Governors of
the Federal Reserve System, subject such Fed-
eral reserve bank to the penalties imposed by
subsection (h) of section 248 of this title, and
shall subject such member banks, if a national
bank, to the liability and proceedings on the
part of the Comptroller of the Currency provided
for in section 192 of this title, and shall, in the
discretion of the Board of Governors of the Fed-
eral Reserve System, subject any other member
bank to the penalties imposed by subchapter
VIII of chapter 3 of this title for the violation of
any of the provisions of this chapter.

(R.S. §5208; Sept. 26, 1918, ch. 177, §7, 40 Stat. 972;
Feb. 25, 1927, ch. 191, §12, 44 Stat. 1231; Aug. 23,
1935, ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

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

Subchapter VIII of chapter 3 of this title, referred to
in text, was in the original ‘‘section nine of said Fed-
eral reserve Act’”. Section 9 is classified generally to
subchapter VIIT (§321 et seq.) of chapter 3 of this title.

CODIFICATION

R.S. §5208 derived from act Mar. 3, 1869, ch. 135, 15
Stat. 335.

The last sentence of R.S. §5208, as amended, which
provided penalties for certification of certain checks,
was repealed by section 21 of act June 25, 1948, ch. 645,
62 Stat. 862, 865, and the provisions thereof were reen-
acted as section 1004 of Title 18, Crimes and Criminal
Procedure.

AMENDMENTS

1927—Act Feb. 25, 1927, substituted ‘‘deposited in the
bank of the drawer thereof” after ‘‘regularly’ in last
sentence.

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.
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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.

§501a. Forfeiture of franchise of national banks
for failure to comply with provisions of this
chapter

Should any national banking association in
the United States now organized fail within one
year after December 23, 1913, to become a mem-
ber bank or fail to comply with any of the provi-
sions of this chapter applicable thereto, all of
the rights, privileges, and franchises of such as-
sociation granted to it under the National Bank
Act [12 U.S.C. 21 et seq.], or under the provisions
of this chapter, shall be thereby forfeited. Any
noncompliance with or violation of this chapter
shall, however, be determined and adjudged by
any court of the United States of competent ju-
risdiction in a suit brought for that purpose in
the district or territory in which such bank is
located, under direction of the Board of Gov-
ernors of the Federal Reserve System by the
Comptroller of the Currency in his own name be-
fore the association shall be declared dissolved.
In cases of such noncompliance or violation,
other than the failure to become a member bank
under the provisions of this chapter, every direc-
tor who participated in or assented to the same
shall be held liable in his personal or individual
capacity for all damages which said bank, its
shareholders, or any other person shall have sus-
tained in consequence of such violation.

Such dissolution shall not take away or im-
pair any remedy against such corporation, its
stockholders, or officers, for any liability or
penalty which shall have been previously in-
curred.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 252; Aug. 23, 1935,
ch. 614, title II, §203(a), 49 Stat. 704.)

REFERENCES IN TEXT

The National Bank Act, referred to in text, is act
June 3, 1864, ch. 106, 13 Stat. 99, as amended, which is
classified principally to chapter 2 (§21 et seq.) of this
title. For complete classification of this Act to the
Code, see References in Text note set out under section
38 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.

§502. Liability of shareholders of Federal reserve
banks on contracts, etc.

The shareholders of every Federal reserve
bank shall be held individually responsible
equally and ratably, and not one for another, for
all contracts, debts, and engagements of such
bank to the extent of the amount of their sub-
scriptions to such stock at the par value thereof
in addition to the amount subscribed, whether
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such subscriptions have been paid up in whole or
in part under the provisions of this chapter.

(Dec. 23, 1913, ch. 6, §2, 38 Stat. 252.)

§503. Liability of directors and officers of mem-
ber banks

If the directors or officers of any member bank
shall knowingly violate or permit any of the
agents, officers, or directors of any member
bank to violate any of the provisions of sections
375, 37ba, 375b, and 376 of this title or regulations
of the board made under authority thereof, or
any of the provisions of sections 217, 218, 219,
220, 655, 1005, 1014, 1906, or 1909 of title 18, every
director and officer participating in or assenting
to such violation shall be held liable in his per-
sonal and individual capacity for all damages
which the member bank, its shareholders, or any
other persons shall have sustained in con-
sequence of such violation.

(Dec. 23, 1913, ch. 6, §22(f), as added Sept. 26, 1918,
ch. 177, §5, 40 Stat. 971; amended Sept. 3, 1954, ch.
1263, §28, 68 Stat. 1236.)

REFERENCES IN TEXT

Sections 217, 218, 219, and 220 of title 18, referred to in
text, were renumbered sections 212, 213, 214, and 215 of
title 18, respectively, by Pub. L. 87-849, §1(d), Oct. 23,
1962, 76 Stat. 1125. Sections 212 and 213 of title 18, as re-
designated, were subsequently repealed by Pub. L.
108-198, §2(a), Dec. 19, 2003, 117 Stat. 2899.

CODIFICATION

In text, ‘‘sections 375, 37ba, 375b, and 376 of this title”’
was in the original ‘‘this section’, meaning section 22
of act Dec. 23, 1913, which was also classified to sections
593 to 599 of this title. Such sections were repealed by
act June 25, 1948, ch. 645, §21, 62 Stat. 862, eff. Sept. 1,
1948, and the provisions thereof were reenacted as sec-
tions 217, 218, 219, 220, 655, 1005, 1014, 1906, and 1909 of
Title 18, Crimes and Criminal Procedure. Reference to
such repealed sections was omitted from the text in
view of act Sept. 3, 1954, which amended the text by in-
corporating therein the reference to the sections of
Title 18.

AMENDMENTS

1954—Act Sept. 3, 1954, inserted ‘‘or any of the provi-
sions of sections 217, 218, 219, 220, 655, 1005, 1014, 1906, or
1909 of title 18,”.

§504. Civil money penalty
(a) First tier

Any member bank which, and any institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who, violates any provision of section
371c, 37lc-1, 375, 37ba, 376b, 376, or 503 of this
title, or any regulation issued pursuant thereto,
shall forfeit and pay a civil penalty of not more
than $5,000 for each day during which such viola-
tion continues.

(b) Second tier

Notwithstanding subsection (a) of this section,
any member bank which, and any institution-af-
filiated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who!

1See References in Text note below.

180 in original. Probably should be followed by a dash.
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(1)(A) commits any violation described in
subsection (a) of this section;

(B) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such member bank; or

(C) breaches any fiduciary duty;

(2) which violation, practice, or breach—

(A) is part of a pattern of misconduct;
(B) causes or is likely to cause more than

a minimal loss to such member bank; or

(C) results in pecuniary gain or other bene-
fit to such party,

shall forfeit and pay a civil penalty of not more
than $25,000 for each day during which such vio-
lation, practice, or breach continues.

(c¢) Third tier

Notwithstanding subsections (a) and (b) of this
section, any member bank which, and any insti-
tution-affiliated party (within the meaning of
section 1813(u) of this title) with respect to such
member bank who—

(1) knowingly—

(A) commits any violation described in
subsection (a) of this section;

(B) engages in any unsafe or unsound prac-
tice in conducting the affairs of such credit
union;?2 or

(C) breaches any fiduciary duty; and

(2) knowingly or recklessly causes a substan-
tial loss to such credit union?2 or a substantial
pecuniary gain or other benefit to such party
by reason of such violation, practice, or
breach,

shall forfeit and pay a civil penalty in an
amount not to exceed the applicable maximum
amount determined under subsection (d) of this
section for each day during which such viola-
tion, practice, or breach continues.

(d) Maximum amounts of penalties for any viola-
tion described in subsection (c)

The maximum daily amount of any civil pen-
alty which may be assessed pursuant to sub-
section (c¢) of this section for any violation,
practice, or breach described in such subsection
is—

(1) in the case of any person other than a
member bank, an amount to not exceed
$1,000,000; and

(2) in the case of a member bank, an amount
not to exceed the lesser of—

(A) $1,000,000; or
(B) 1 percent of the total assets of such
member bank.

(e) Assessment; etc.

Any penalty imposed under subsection (a), (b),
or (c) of this section shall be assessed and col-
lected3 by

(1) in the case of a national bank, by the

Comptroller of the Currency; and

(2) in the case of a State member bank, by
the Board,

in the manner provided in subparagraphs (E),
(F), (G), and (I) of section 1818(i)(2) of this title

280 in original. Probably should be ‘‘such member bank”’.
380 in original. Probably should be followed by a dash rather
than “by”.
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for penalties imposed (under such section) and
any such assessment shall be subject to the pro-
visions of such section.

(f) Hearing

The member bank or other person against
whom any penalty is assessed under this section
shall be afforded an agency hearing if such mem-
ber bank or person submits a request for such
hearing within 20 days after the issuance of the
notice of assessment. Section 1818(h) of this title
shall apply to any proceeding under this section.
(g) Disbursement

All penalties collected under authority of this
paragraph shall be deposited into the Treasury.

(h) “Violate” defined

For purposes of this section, the term ‘‘vio-
late’” includes any action (alone or with another
or others) for or toward causing, bringing about,
participating in, counseling, or aiding or abet-
ting a violation.

(i) Regulations

The Comptroller of the Currency and the
Board shall prescribe regulations establishing
such procedures as may be necessary to carry
out this section.

(m)4 Notice under this section after separation
from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a member
bank (including a separation caused by the clos-
ing of such a bank) shall not affect the jurisdic-
tion and authority of the appropriate Federal
banking agency to issue any notice and proceed
under this section against any such party, if
such notice is served before the end of the 6-year
period beginning on the date such party ceased
to be such a party with respect to such bank
(whether such date occurs before, on, or after
August 9, 1989).

(Dec. 23, 1913, ch. 6, §29, as added Pub. L. 95-630,
title I, §101, Nov. 10, 1978, 92 Stat. 3641; amended
Pub. L. 97-320, title IV, §424(c), (d)(1), (e), Oct. 15,
1982, 96 Stat. 1523; Pub. L. 101-73, title IX,
§§905(f), 907(g), Aug. 9, 1989, 103 Stat. 461, 470.)

CODIFICATION

In subsec. (a), ‘‘section 371c, 371c-1, 375, 375a, 375b, 376,
or 503 of this title’’ was in the original ‘‘section 22, 23A,
or 23B”’, meaning section 22, 23A, or 23B of the Federal
Reserve Act. Sections 23A and 23B are classified to sec-
tions 371c and 37lc-1, respectively, of this title. Sub-
sections (d) to (h) of section 22 are classified to sections
375, 375a, 375b, 376, and 503 of this title.

AMENDMENTS

1989—Pub. L. 101-73, §907(g), amended section gener-
ally, substituting provisions of subsecs. (a) to (i) for
former provisions which related to the following: sub-
sec. (a), making loans, extensions of credit, purchases
of securities, etc., respecting affiliates, executive offi-
cers, etc.; subsec. (b), amount of penalty; subsec. (c),
opportunity for hearing; subsec. (d), review by United
States court of appeals; subsec. (e), action by Attorney
General for failure to pay assessment; subsec. (f), pro-
mulgation of regulations; and subsec. (g), penalties cov-
ered into Treasury of United States.

4S80 in original. No subsecs. (j) to (1) have been enacted.
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Subsec. (m). Pub. L. 101-73, §905(f), added subsec. (m).

1982—Subsec. (a). Pub. L. 97-320, §424(c), (d)(1), in-
serted proviso giving agency discretionary authority to
compromise, etc., any civil money penalty imposed
under its authority, and substituted ‘“‘may be assessed”
for ‘‘shall be assessed’’, respectively.

Subsec. (d). Pub. L. 97-320, §424(e), substituted ‘‘twen-
ty days from the service’ for ‘‘ten days from the date’’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 907(g) of Pub. L. 101-73 appli-
cable to conduct engaged in after Aug. 9, 1989, except
that increased maximum penalties of $5,000 and $25,000
may apply to conduct engaged in before such date if
such conduct is not already subject to a notice issued
by the appropriate agency and occurred after comple-
tion of the last report of the examination of the insti-
tution by the appropriate agency occurring before Aug.
9, 1989, see section 907({) of Pub. L. 101-73, set out as a
note under section 93 of this title.

EFFECTIVE DATE

Section effective with respect to violations occurring
or continuing after Nov. 10, 1978, see section 109 of Pub.
L. 95630 set out as an Effective Date of 1978 Amend-
ment note under section 93 of this title.

§505. Civil money penalty
(1) First tier

Any member bank which, and any institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who, violates any provision of this sec-
tion, or any regulation issued pursuant thereto,
shall forfeit and pay a civil penalty of not more
than $5,000 for each day during which such viola-
tion continues.

(2) Second tier

Notwithstanding paragraph (1), any member
bank which, and any institution-affiliated party
(within the meaning of section 1813(u) of this
title) with respect to such member bank who—

(A)(i) commits any violation described in
paragraph (1);

(ii) recklessly engages in an unsafe or un-
sound practice in conducting the affairs of
such member bank; or

(iii) breaches any fiduciary duty;

(B) which violation, practice, or breach—

(i) is part of a pattern of misconduct;
(ii) causes or is likely to cause more than

a minimal loss to such member bank; or

(iii) results in pecuniary gain or other ben-
efit to such party,

shall forfeit and pay a civil penalty of not more
than $25,000 for each day during which such vio-
lation, practice, or breach continues.

(3) Third tier

Notwithstanding paragraphs (1) and (2), any
member bank which, and any institution-affili-
ated party (within the meaning of section
1813(u) of this title) with respect to such mem-
ber bank who—

(A) knowingly—

(i) commits any violation described in
paragraph (1);

(ii) engages in any unsafe or unsound prac-
tice in conducting the affairs of such mem-
ber bank; or

(iii) breaches any fiduciary duty; and

(B) knowingly or recklessly causes a sub-
stantial loss to such member bank or a sub-
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stantial pecuniary gain or other benefit to
such party by reason of such violation, prac-
tice, or breach,

shall forfeit and pay a civil penalty in an

amount not to exceed the applicable maximum

amount determined under paragraph (4) for each

day during which such violation, practice, or

breach continues.

(4) Maximum amounts of penalties for any viola-
tion described in paragraph (3)

The maximum daily amount of any civil pen-
alty which may be assessed pursuant to para-
graph (3) for any violation, practice, or breach
described in such paragraph is—

(A) in the case of any person other than a
member bank, an amount not to exceed
$1,000,000; and

(B) in the case of a member bank, an amount
not to exceed the lesser of—

(i) $1,000,000; or
(ii) 1 percent of the total assets of such
member bank.

(5) Assessment; etc.

Any penalty imposed under paragraph (1), (2),
or (3) may be assessed and collected by the
Board in the manner provided in subparagraphs
(BE), (F), (G), and (I) of section 1818(i)(2) of this
title for penalties imposed (under such section)
and any such assessment shall be subject to the
provisions of such section.

(6) Hearing

The member bank or other person against
whom any penalty is assessed under this section
shall be afforded an agency hearing if such mem-
ber bank or person submits a request for such
hearing within 20 days after the issuance of the
notice of assessment. Section 1818(h) of this title
shall apply to any proceeding under this section.
(7) Disbursement

All penalties collected under authority of this
section shall be deposited into the Treasury.
(8) “Violate” defined

For purposes of this section, the term ‘‘vio-
late” includes any action (alone or with another
or others) for or toward causing, bringing about,
participating in, counseling, or aiding or abet-
ting a violation.

(9) Regulations

The Board shall prescribe regulations estab-
lishing such procedures as may be necessary to
carry out this section.

(Dec. 23, 1913, ch. 6, §19()), formerly §19(j), as
added Pub. L. 95-630, title I, §102, Nov. 10, 1978,
92 Stat. 3642; renumbered §19(1), Pub. L. 96-221,
title I, §105(f), Mar. 31, 1980, 94 Stat. 140; amend-
ed Pub. L. 97-320, title IV, §424(a), (d)(2), (e), Oct.
15, 1982, 96 Stat. 1522, 1523; Pub. L. 101-73, title
IX, §907(h), Aug. 9, 1989, 103 Stat. 472.)

REFERENCES IN TEXT

This section, referred to in pars. (1) and (8), means
section 19 of act Dec. 23, 1913, as amended, which is
classified to sections 142, 37la, 371b, 371b-1, 374, 374a,
461, 463 to 466, 505, and 506 of this title.

AMENDMENTS

1989—Pub. L. 101-73 amended section generally, revis-
ing and restating as pars. (1) to (9) provisions of former
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pars. (1) to (7) which related to civil penalty respecting
depository, reserve, etc., requirements; amount; hear-
ing; review; action by Attorney General; and regula-
tions.

1982—Par. (1). Pub. L. 97-320, §424(a), (d)(2), inserted
proviso giving Board discretionary authority to com-
promise, etc., any civil money penalty imposed under
this section, and substituted ‘‘may be assessed’ for
‘‘shall be assessed”.

Par. (4). Pub. L. 97-320, §424(e), substituted ‘‘twenty
days from the service’ for ‘‘ten days from the date’.

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by Pub. L. 101-73 applicable to conduct
engaged in after Aug. 9, 1989, except that increased
maximum penalties of $5,000 and $25,000 may apply to
conduct engaged in before such date if such conduct is
not already subject to a notice issued by the appro-
priate agency and occurred after completion of the last
report of the examination of the institution by the ap-
propriate agency occurring before Aug. 9, 1989, see sec-
tion 907(1) of Pub. L. 101-73, set out as a note under sec-
tion 93 of this title.

EFFECTIVE DATE

Section effective with respect to violations occurring
or continuing after Nov. 10, 1978, see section 109 of Pub.
L. 95630 set out as an Effective Date of 1978 Amend-
ment note under section 93 of this title.

§506. Notice after separation from service

The resignation, termination of employment
or participation, or separation of an institution-
affiliated party (within the meaning of section
1813(u) of this title) with respect to a member
bank (including a separation caused by the clos-
ing of such a bank) shall not affect the jurisdic-
tion and authority of the Board to issue any no-
tice and proceed under this section against any
such party, if such notice is served before the
end of the 6-year period beginning on the date
such party ceased to be such a party with re-
spect to such bank (whether such date occurs be-
fore, on, or after August 9, 1989).

(Dec. 23, 1913, ch. 6, §19(m), as added Pub. L.
101-73, title IX, §905(g), Aug. 9, 1989, 103 Stat.
461.)

REFERENCES IN TEXT

This section, referred to in text, means section 19 of
act Dec. 23, 1913, as amended, which is classified to sec-
tions 142, 371a, 371b, 371b-1, 374, 374a, 461, 463 to 466, 505,
and 506 of this title.

SUBCHAPTER XVII—RESERVE-BANK
BRANCHES

§521. Reserve-bank branches; establishment; di-
rectors; discontinuance of branches; ap-
proval for erection of branch bank building

The Board of Governors of the Federal Reserve
System may permit or require any Federal re-
serve bank to establish branch banks within the
Federal reserve district in which it is located or
within the district of any Federal reserve bank
which may have been suspended. Such branches,
subject to such rules and regulations as the
Board of Governors of the Federal Reserve Sys-
tem may prescribe, shall be operated under the
supervision of a board of directors to consist of
not more than seven nor less than three direc-
tors, of whom a majority of one shall be ap-
pointed by the Federal reserve bank of the dis-
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trict, and the remaining directors by the Board
of Governors of the Federal Reserve System. Di-
rectors of branch banks shall hold office during
the pleasure of the Board of Governors of the
Federal Reserve System.

The Board of Governors of the Federal Reserve
System may at any time require any Federal re-
serve bank to discontinue any branch of such
Federal reserve bank established under this sec-
tion. The Federal reserve bank shall thereupon
proceed to wind up the business of such branch
bank, subject to such rules and regulations as
the Board of Governors of the Federal Reserve
System may prescribe.

No Federal Reserve bank shall have authority
hereafter to enter into any contract or contracts
for the erection of any branch bank building of
any kind or character or to authorize the erec-
tion of any such building, except with the ap-
proval of the Board of Governors of the Federal
Reserve System.

(Dec. 23, 1913, ch. 6, §3, 38 Stat. 2563; June 21, 1917,
ch. 32, §1, 40 Stat. 232; Feb. 25, 1927, ch. 191, §19,
44 Stat. 1234; Aug. 23, 1935, ch. 614, title II,
§203(a), 49 Stat. 704; Pub. L. 87-622, §2, Aug. 31,
1962, 76 Stat. 418.)

AMENDMENTS

1962—Pub. L. 87-622 added par. providing that no Fed-
eral Reserve Bank shall have authority to enter into
any contract for the erection of a branch bank building
or to authorize the erection of such building, except
with the approval of the Board of Governors of the Fed-
eral Reserve System.

1927—Act Feb. 25, 1927, added par. authorizing the
Federal Reserve Board to discontinue and wind up the
business of branch banks.

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.

§ 522. Federal reserve branch bank buildings

No Federal Reservel bank may authorize the
acquisition or construction of any branch build-
ing, or enter into any contract or other obliga-
tion for the acquisition or construction of any
branch building, without the approval of the
Board.

(Dec. 23, 1913, ch. 6, §10 (par.), as added June 3,
1922, ch. 205, 42 Stat. 622; amended Feb. 6, 1923,
ch. 60, 42 Stat. 1223; July 30, 1947, ch. 352, 61 Stat.
520; May 29, 1953, ch. 87, 67 Stat. 41; Pub. L.
87-622, §1, Aug. 31, 1962, 76 Stat. 418; Pub. L.
93-495, title I, §108, Oct. 28, 1974, 88 Stat. 1505;
Pub. L. 102-491, §2, Oct. 24, 1992, 106 Stat. 3144.)

CODIFICATION

Section is comprised of ninth paragraph of act Dec.
23, 1913, §10, as added June 3, 1922. For classification to
this title of other pars. of section 10, see Codification
note set out under section 241 of this title.

AMENDMENTS

1992—Pub. L. 102-491 amended section generally. Prior
to amendment, section read as follows: ‘‘No Federal re-
serve bank shall have authority hereafter to enter into
any contract or contracts for the erection of any
branch bank building of any kind or character, or to

180 in original. Probably should not be capitalized.
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authorize the erection of any such building, if the cost
of the building proper, exclusive of the cost of the
vaults, permanent equipment, furnishings, and fixtures,
is in excess of $250,000: Provided, That nothing herein
shall apply to any building under construction prior to
June 3, 1922: Provided further, That the cost as above
specified shall not be so limited as long as the aggre-
gate of such costs which are incurred by all Federal Re-
serve banks for branch bank buildings with the ap-
proval of the Board of Governors after July 30, 1947 does
not exceed $140,000,000.”

1974—Pub. L. 93-495 increased from $60,000,000 to
$140,000,000 the limitation on aggregate costs of con-
structing branch bank buildings.

1962—Pub. L. 87-622 increased from $30,000,000 to
$60,000,000 the limitation on aggregate costs of con-
structing branch bank buildings.

1953—Act May 29, 1953, increased from $10,000,000 to
$30,000,000 the limitation on aggregate cost of con-
structing branch bank buildings.

1947—Act July 30, 1947, inserted proviso exempting
limitation on cost of construction where aggregate
costs do not exceed $10,000,000.

CHAPTER 4—TAXATION
SUBCHAPTER I—FEDERAL RESERVE BANKS

Sec.
531. Exemption from taxation.

SUBCHAPTER II—-NATIONAL BANK CIRCULATION

541. Tax on circulating notes generally.
542 to 547. Omitted or Repealed.

SUBCHAPTER III—NATIONAL BANK SHARES
548. State taxation.

SUBCHAPTER IV—STATE BANK CIRCULATION
561 to 570. Omitted.

SUBCHAPTER I—-FEDERAL RESERVE
BANKS

§531. Exemption from taxation

Federal reserve banks, including the capital
stock and surplus therein and the income de-
rived therefrom, shall be exempt from Federal,
State, and local taxation, except taxes upon real
estate.

(Dec. 23, 1913, ch. 6, §7(c), 38 Stat. 258; Mar. 3,
1919, ch. 101, §1, 40 Stat. 1314; Pub. L. 103-66, title
II1, §3002(c)(2), Aug. 10, 1993, 107 Stat. 338.)

CODIFICATION

Section is comprised of subsec. (¢) [formerly third un-
designated par.] of section 7 of act Dec. 23, 1913. Subsec.
(a) of section 7 and subsec. (b) [enacted by Pub. L.
106-113, div. B, §1000(a)(5) [title III, §302(2)], Nov. 29,
1999, 113 Stat. 1536, 1501A-304] of section 7 are classified
to section 289 of this title. Another subsec. (b) of sec-
tion 7 is classified to section 290 of this title.

AMENDMENTS
1993—Pub. L. 103-66 inserted section catchline.

SUBCHAPTER II—NATIONAL BANK
CIRCULATION

§541. Tax on circulating notes generally

In lieu of all existing taxes, every association
shall pay to the Treasurer of the United States,
in the months of January and July, a duty of
one-half of 1 per centum each half year upon the
average amount of its notes in circulation.

(R.S. §5214; Mar. 3, 1883, ch. 121, §1, 22 Stat. 488.)

TITLE 12—BANKS AND BANKING

§548

CODIFICATION

R.S. §5214 derived from act June 3, 1864, ch. 106, §41,
13 Stat. 111, which was part of the National Bank Act.
See section 38 of this title.

§542. Omitted
CODIFICATION

Section, act Mar. 14, 1900, ch. 41, §13, 31 Stat. 49, re-
lated to tax on circulating notes secured by 2 per cen-
tum bonds.

§543. Repealed. Pub. L. 97-258, §5(b), Sept. 13,
1982, 96 Stat. 1068

Section, act Dec. 21, 1905, ch. 3, §1, 34 Stat. 5, related
to tax on circulating notes secured by Panama Canal 2
per centum bonds and rights and privileges of such
bonds.

§§ 544 to 547. Omitted
CODIFICATION

Section 544, R.S. §5215; act Mar. 3, 1883, ch. 121, §1, 22
Stat. 488, related to half-yearly return of circulation.

Section 545, R.S. §5216; act Mar. 3, 1883, ch. 121, §1, 22
Stat. 488, related to penalty for failure to make return.

Section 546, R.S. §5217, related to enforcing tax on
circulation.

Section 547, R.S. §5218; act June 10, 1921, ch. 18, §304,
42 Stat. 24, related to refunding excess tax.

REPEALS

Effective July 1, 1935, the permanent appropriation
provided for in former section 547 of this title was re-
pealed by act June 26, 1934, ch. 756, §2, 48 Stat. 1226,
such act authorizing in lieu thereof, an annual appro-
priation from the general fund of the Treasury.

REDEMPTION OF BONDS; TERMINATION OF CIRCULATING
NOTES

In a communication from the Treasury Department
dated February 17, 1941, it was stated ‘“The Secretary of
the Treasury called for redemption the only outstand-
ing issues of United States bonds bearing the circula-
tion privilege as follows:

2% Consols. of 1930, as of July 1, 1935,

2% Panama Canal bonds of 1916-36, and

“2% Panama Canal bonds of 1918-38, as of August 1,
1935.

“The retirement of these issues automatically put an
end to National Bank note circulation and the collec-
tion of the tax thereon.”

SUBCHAPTER III—NATIONAL BANK
SHARES

§ 548. State taxation

For the purposes of any tax law enacted under
authority of the United States or any State, a
national bank shall be treated as a bank orga-
nized and existing under the laws of the State or
other jurisdiction within which its principal of-
fice is located.

(R.S. §5219; Mar. 4, 1923, ch. 267, 42 Stat. 1499;
Mar. 25, 1926, ch. 88, 44 Stat. 223; Pub. L. 91-156,
§§1(a), 2(a), Dec. 24, 1969, 83 Stat. 434.)

CODIFICATION

R.S. §5219 derived from act June 3, 1864, ch. 106, §41,
13 Stat. 111, which was the National Bank Act, and act
Feb. 10, 1868, ch. 7, 15 Stat. 34. See section 38 of this
title.

AMENDMENTS

1969—Pub. L. 91-156, §2(a), substituted provisions di-
recting that national banks, for purposes of both Fed-



