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Seventy-Fourth Congtress, Session I
Chapter 614 — 49 Stat. 684 — Public, No. 305 (H.R. 7617)
August 23, 1935

AN ACT To provide for the sound, effective, and uninterrupted operation of the banking system, and

for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled, That this Act may be cited as the “Banking Act of 1935”.

TITLE I—FEDERAL DEPOSIT INSURANCE

SECTION 101. Section 12B of the Federal Reserve Act, as amended (U. S. C., Supp.

VII, title 12, sec. 264), is amended to read as follows:

“SEC. 12B. (a) There is hereby created a Federal Deposit Insurance Corporation
(hereinafter referred to as the ‘Corporation’) which shall insure, as hereinafter
provided, the deposits of all banks which are entitled to the benefits of insurance

under this section, and which shall have the powers hereinafter granted.

“(b) The management of the Corporation shall be vested in a board of directors
consisting of three members, one of whom shall be the Comptroller of the Currency,
and two of whom shall be citizens of the United States to be appointed by the
President, by and with the advice and consent of the Senate. One of the appointive
members shall be the chairman of the board of directors of the Corporation and not
more than two of the members of such board of directors shall be members of the
same political party. Each such appointive member shall hold office for a term of six
years and shall receive compensation at the rate of $10,000 per annum, payable
monthly out of the funds of the Corporation, but the Comptroller of the Currency

shall not receive additional compensation for his services as such member. In the
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event of a vacancy in the office of the Comptroller of the Currency, and pending the
appointment of his successor, or during the absence of the Comptroller from
Washington, the Acting Comptroller of the Currency shall be a member of the board
of directors in the place and stead of the Comptroller. In the event of a vacancy in the
office of the chairman of the board of directors, and pending the appointment of his
successor, the Comptroller of the Currency shall act as chairman. The Comptroller of
the Currency shall be ineligible during the time he is in office and for two years
thereafter to hold any office, position, or employment in any insured bank. The
appointive members of the board of directors shall be ineligible during the time they
are in office and for two years thereafter to hold any office, position, or employment
in any insured bank, except that this restriction shall not apply to any appointive
member who has served the full term for which he was appointed. No member of the
board of directors shall be an officer or director of any bank, banking institution, trust
company, or Federal Reserve bank or hold stock in any bank, banking institution, or
trust company; and before entering upon his duties as a member of the board of
directors he shall certify under oath that he has complied with this requirement and
such certification shall be filed with the secretary of the board of directors. No
member of the board of directors serving on the board of directors on the effective
date shall be subject to any of the provisions of the three preceding sentences until

the expiration of his present term of office.
“(c) As used in this section—

“(1) The term ‘State bank’ means any bank, banking association, trust company,
savings bank, or other banking institution which is engaged in the business of

receiving deposits and which is incorpo-

[49 Stat. 685—720 omitted (36 pages)]
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1937, with respect to such savings banks, savings companies, banking institutions, and
trust companies which shall be transacting business on such date: Provided, That not
less than six months prior to such date, the savings bank, savings company, banking
institution, or trust company, desiring to take advantage hereof, shall have caused
notice of such prospective termination of liability to be published in a newspaper
published in the District of Columbia and having general circulation therein. In the
event of failure to give such notice as and when above provided, a termination of
such additional liability may thereafter be accomplished as of the date six months
subsequent to publication in the manner above provided. Each such savings bank,
savings company, banking institution, and trust company shall, before the declaration
of a dividend on its shares of common stock, carry not less than one-tenth part of its
net profits of the preceding half year to its surplus fund until the same shall equal the
amount of its common stock: Provided, That for the purposes of this section, any
amounts paid into a fund for the retirement of any preferred stock or debentures of
any such savings bank, savings company, banking institution, or trust company, out of
its net earnings for such half-year period shall be deemed to be an addition to its
surplus if, upon the retirement of such preferred stock or debentures, the amount so
paid into such retirement fund for such period may then properly be carried to
surplus. In any such case the savings bank, savings company, banking institution, or
trust company shall be obligated to transfer to surplus the amount so paid into such
retirement fund for such period on account of the preferred stock or debentures as

such stock or debentures are retired.

SEC. 338. The second paragraph of section 9 of the Federal Reserve Act, as amended,
is amended by striking out the period at the end thereof and adding thereto the
tollowing: “except 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
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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.”

SEC. 339. Section 5234 of the Revised Statutes, as amended (U. S. C,, title 12, sec.
192), is amended by striking out the period after the words “money so deposited” at
the end of the next to the last sentence of such section and inserting in lieu of such
period a colon and the following: “Provided, That no security in the form of deposit of
United States bonds, or otherwise, shall be required in the case of such parts of the

deposits as are insured under section 12B of the Federal Reserve Act, as amended.”

SEC. 340. Section 61 of the Act entitled “An Act to establish a uniform system of
bankruptcy throughout the United States”, approved July 1, 1898, as amended, is
amended by inserting before the period at the end thereof a colon and the following:
“Provided, That no security in form of a bond or otherwise shall be required in the case
of such part of the deposits as are insured under section 12B of the Federal Reserve

Act, as amended”.

SEC. 341. Section 8 of the Act entitled “An Act to establish postal savings depositories
for depositing savings at interest with the security of the Government for repayment
thereof, and for other purposes”, approved June 25, 1910, as amended (U. S. C,, title
39, sec. 758; Supp. VII, title 39, sec. 758), is amended by striking out the first sentence
thereof and inserting in lieu thereof the following: “Notwithstanding any other
provision of law, (1) each deposit in a postal savings depository office shall be a

savings deposit, and
[49 Stat. 722 omitted (1 page)]

notes or debentures of the type which the Reconstruction Finance Corporation is

authorized to purchase pursuant to the provisions of section 304 of the Emergency
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Banking and Bank Conservation Act, approved March 9, 1933, as amended, the
capital of such bank may be deemed to be unimpaired if the sound value of its assets
is not less than its total liabilities, including capital stock, but excluding such capital
notes or debentures and any obligations of the bank expressly subordinated thereto.
Notwithstanding any other provision of law, the holders of preferred stock issued by
a national banking association pursuant to the provisions of the Emergency Banking
and Bank Conservation Act, approved March 9, 1933, as amended, shall be entitled to
receive such cumulative dividends at a rate not exceeding six per centum per annum
on the purchase price received by the association for such stock and, in the event of
the retirement of such stock, to receive such retirement price, not in excess of such
purchase price plus all accumulated dividends, as may be provided in the articles of
association with the approval of the Comptroller of the Currency. If the association is
placed in voluntary liquidation, or if a conservator or a receiver is appointed therefor,
no payment shall be made to the holders of common stock until the holders of
preferred stock shall have been paid in full such amount as may be provided in the
articles of association with the approval of the Comptroller of the Currency, not in

excess of such purchase price of such preferred stock plus all accumulated dividends.

SEC. 346. If any provision of this Act, or the application thereof to any person 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 thereby.

APPROVED, August 23, 1935.
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