Dominated by Federal Reserve Board and Acting With Advisory Council, Permitted to Issue Notes Against Commercial Collateral When Found Necessary.

permit the applying bank to become ajon the Federal Reserve Hoard durlng
stockhaolder In the Federal reserve|the recess of U by zranting
bank of the district in which the ap- | commissions which ahall explre 20 dayws
plying bank is located. Whenever the [ after the next session of the BSenate
c;{r;a.niaa%gn :ou;mlnu or t!:; Federal ! convenes. .
ceorve ard shall permit @ Apply- - .
ing bank to bm‘.omena ltockholdrf in ."”'ﬁ"‘""' Fosrers) U kumpared.
the Federal reserve bank of the dis-| . NOthing in this act'contained shall he
trict, stock shall be lssued and palgl fORSirued as wmking awny any powars
for under the rules and regulntions tn | DeFeiofore vested by Inw In the Seare-
this sct provided for National banks [ ATY of the Treasury which relate to
which become stockholders lo Federal] | Hhe supervision, msaagsment, and con-
respevs BAnks. trol of the Trepsury Department, and
The organization committes or the bureaus under such depurtment. snd
Federal Reserve Hoard shall establish ;“:;}:"}EJ:;‘ 3”‘;‘""' :“':“;;1 :J-l‘;u :";‘
- redeTal Reserve OAT( r -
bylaws for the general government of Federal rederve ngent appoars to ocon-

ELASTIC RESERVE FUND FEATURE OF CURRENCY LAW

Regional Reserve Banks,

ASHINGTON, Dec. 2T—Ths full | or more of them. be, in the Jud;,‘;met}t r- -
te of th . Urrenc jaw, | o the organization committes, insul- 3
W O R which are provisions | fitient 1o provide the amount of eapl 'BRIEF OUTLINE OF PROVISIONS OF BILL THAT REVOLUTIONIZES CURRENCY SYSTEM
e tal required therefor, then and in that OF UNITED STATES.
Country to ba divided into eight to 12 districts, each contalning & Federal reserve clly in which a re-

for cutrency lssues, taxable on & slid- | svent the sald organization committen
and based on commercial  u,71 ajjt to the Unized States such !
and for loans on farm mort- |an zmount of said stock as sald com- servé bank shall bo lorated. National banks participating In each digtrict are required to subscribe 10
mittea shall determine. Sald United the capital stock of the Faderal reserve bank a sum equal to 6 per cent of its paid-up capital and sur-
ten stack shall be pnid for at par plus, one-sixth te be patd on cull, one-sixth within three months, one-sixth within six months, and the
of any mopey in the treasury not remainder when deemed necessary.
merien in Congress assem- | rwine appropriated, and shall be Notoeanl banks falling to participate within one year will forfelt thelr charters.
i ha If bank subsesiptions to Federnl reserva bank stock prove in the judgment of the organizsation
committes to be inadequate, the tommitfes Is 1o offer stock to 'the public at par No one other than a
member bank shall hold more than $25,000 of the stock. Stock not heid by member banks has no vot-
ing powar. KFederal reserve banks are required to have a subscribed capital of at least $4,000,000.
Directors of Federal reserve banks are divided Into three classes, as follows: A, three chosen by

ing scale
callateral.
, |8 =s followa:

Be it enacted wy e Sonala and
House of Representatives of the Enited | o

b

the short title of this act|held by Lhe Secreiary of the Treasury
“Federn] Heserve Act” | and disposod of for the benefit of the
“hunk” in used| Unlted States in such manner, at such

a word
. 1d 1o |times, and at such price, not less than

word shall be

[ §4 |
inciuds banking a=sociation, | par, & the Sscretary of the Treasury
Eue. except where Na-|¥hall getermic the stockholding banks; B, three actively engaged In commerce, agricaliure or soms other Industrial pur- Its condtiet In acting upon aApplications | oo = i) thae £ U :
: reserve hanks| Stock held by member banks suit: C. three members designated by the Federal Reserve Board muade by the state banks and banking | oy mre vy of Lhe Secretary
belng members of the Reserve Board or a director or of- assoofations snd trust companles for| Cx Lot FORSUrY, stch powers shall be
exerolsed subject to 1he suparvision and

Members of Congress are prohibited from
ficer of auny reéserve bank. Directors of Classes A and H are to be chosen by groups. Class C dlrectora

are prohlbited from  holding office In any bank.

Stockholders of FPederal reserve banks nre entitled to 6 per cent dividends, if earned, on & cumulative
basis. After dividends have beon met, all the net carnings shall go to the United States ns o franchise
tax, except that half the ne: earnings shall go to surplus until a surplus of 40 por cent has bLeen cre-
nted. -

Extensive powers of supervision are given to ths Federal Reserve Board. Thess Include the power to
szamine all books of member banks; to permit or require Federal reserva banks to rediscount the paper
ofsother Federal reserve banks at rates to be fized by the Board: to suspend the reserve require-
ments, subject to a sraduated tax; to supervize the f{ssuance of Federal reserve noles and to suspend
member banks and take possension of them for violitions of the acl

A Federal ndvisory tounci], of one member from each district, 1s created, with power to make rec-
ommendations and enll for information as to discount rates, noté Issues reserve econditions, and =0 forth.

Reserve banks are empowered to discount actual business paper, the Reserve Board determining the
character of paper thus eligible. Mattrity at the time of discount must " not be distant more than 90
days, except that agricultural puper of a maturity not exceeding six months may be accepted to a limited
proportion, fixed by the Reserve Board.

Federal reserve banks are permitted to deal in the open market, e¢ither at home or sebroad, in wvarious
securities made eligible by the act for rediscount.

Federal reserve notes are to be lssued In discretion of the Federal Reserve Board for the purpose of
maXing advances to Foedeoral reserve banks. The notes are redeemable In gold on demand and are legal
tonder for Federal dues. Applications for the lssue of notes ara required to be accompanisd by the
tender of collateral of the full amount. The Board !s empowersd at any time to eall for additlonal
collateral security.

Federal reserve banks are roquired to malntaln n rveserve of 15 per cent of deposits and 40 per
cent of note issues. Part of the 40 per cent may be in the form of a deposit with the United Stalea
Treasury to gharantes redemption

After two years and up to 20 years member banks may retire part or the whole of thelr circulating
notes,

Flaborate provision s made for maintenance of a reeerve, and the form In which It shall be carried.

Banks not in central reserve citles are permitfed to muke louns for not more than five Yyears, on
unincumbered, Improved farm land, of not more than half the wvalue of ths land and to the total ex-
tent of not more than 26 per cent of the capital und surplus or one-third of the time deposita

Note Issues socured otherwise than by United States bonds—these are the emergency note issues
that nre & fenture of the bill—are taxed 3 per cent per snnum the firat three months, and theroafter an
additional one-half of 1 per cent a year until the rate of 8 per cent Is reached, the rate to remuln at 6

per cent until the notes are redecmed.
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