§208.5

§208.5 Approval of application.

(a) Matters given special consideration
by Board. In passing upon an applica-
tion, the following matters will be
given special consideration:

(1) The financial history and condi-
tion of the applying bank and the gen-
eral character of its management;

(2) The adequacy of its capital struc-
ture in relation to the character and
condition of its assets and to its exist-
ing and prospective deposit liabilities
and other corporate responsibilities;
and its future earnings prospects;

(3) The convenience and needs of the
community to be served by the bank;
and

(4) Whether its corporate powers are
consistent with the purposes of the
Federal Reserve Act.

(b) Procedure for admission to member-
ship after approval of application. If an
applying bank conforms to all the re-
quirements of the Federal Reserve Act
and this part and is otherwise qualified
for membership, its application will be
approved subject to such conditions as
may be prescribed pursuant to the pro-
visions of the Federal Reserve Act.
When the conditions prescribed have
been accepted by the applying bank, it
should pay to the Federal Reserve
Bank of its district one-half of the
amount of its subscription and, upon
receipt of advice from the Federal Re-
serve Bank as to the required amount,
one-half of one percent of its paid-up
subscription for each month from the
period of the last dividend.4 The re-
maining half of the bank’s subscription
shall be subject to call when deemed
necessary by the Board. The bank’s
membership in the Federal Reserve
System shall become effective on the
date as of which a certificate of stock
of the Federal Reserve Bank is issued
to it pursuant to its application for
membership or, in the case of a mutual
savings bank which is not authorized
to subscribe for stock, on the date as of

4In the case of a mutual savings bank
which is not permitted by the laws under
which it was organized to purchase stock in
a Federal Reserve Bank, it shall deposit with
the Federal Reserve Bank an amount equal
to the amount which it would have been re-
quired to pay in on account of a subscription
to capital stock.
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which a certificate representing the ac-
ceptance of a deposit with the Federal
Reserve Bank in place of a payment on
account of a subscription to stock is
issued to it pursuant to its application
for membership.

§208.6 Privileges and requirements of
membership.

Every State bank while a member of
the Federal Reserve System—

(a) Shall retain its full charter and
statutory rights subject to the provi-
sions of the Federal Reserve Act and
other acts of Congress applicable to
member State banks, to the regula-
tions of the Board made pursuant to
law, and to the conditions prescribed
by the Board and agreed to by such
bank prior to its admission;

(b) Shall enjoy all the privileges and
observe all the requirements of the
Federal Reserve Act and other acts of
Congress applicable to member State
banks and of the regulations of the
Board made pursuant to law which are
applicable to member State banks;

(c) Shall comply at all times with
any and all conditions of membership
prescribed by the Board in connection
with the admission of such bank to
membership in the Federal Reserve
System; and

(d) Shall not reduce its capital stock
except with the prior consent of the
Board. >

§208.7 Conditions of membership.

(@) Pursuant to the authority con-
tained in the first paragraph of section
9 of the Federal Reserve Act, which au-
thorizes the Board to permit applying
State banks to become members of the
Federal Reserve System ‘‘subject to
the provisions of this act and to such
conditions as it may prescribe pursu-
ant thereto,” the Board, except as
hereinafter stated, will prescribe the
following conditions of membership for
each State bank hereafter applying for

5This applies to capital stock of all classes
and to capital notes and debentures legally
issued and purchased by the Reconstruction
Finance Corporation which, under the Fed-
eral Reserve Act, are considered as capital
stock for purposes of membership.
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admission to the Federal Reserve Sys-
tem, and, in addition, such other condi-
tions as may be considered necessary
or advisable in the particular case:

(1) Such bank at all times shall con-
duct its business and exercise its pow-
ers with due regard to the safety of its
depositors, and, except with the per-
mission of the Board of Governors of
the Federal Reserve System, such bank
shall not cause or permit any change
to be made in the general character of
its business or in the scope of the cor-
porate powers exercised by it at the
time of admission to membership. ¢

(2) The net capital and surplus funds
of such bank shall be adequate in rela-
tion to the character and condition of
its assets and to its deposit liabilities
and other corporate responsibilities.

(b) The acquisition by a member
State bank of the assets of another in-
stitution through merger, consolida-
tion, or purchase may result in a
change in the general character of its
business or in the scope of its corporate
powers within the meaning of the con-
dition set forth in paragraph (a)(1) of
this section, and if at any time a bank
subject to such condition anticipates
making any such acquisition a detailed
report setting forth all the facts in
connection with the transaction shall
be made promptly to the Federal Re-
serve Bank of the district in which
such bank is located.

(c) If at any time, in the light of all
the circumstances, the aggregate
amount of a member State bank’s net

6For many years, the Board prescribed, as
standard conditions of membership, a condi-
tion which, in general, prohibited banks
from engaging as a business in the sale of
real estate loans to the public and certain
conditions relating to the exercise of trust
powers, including one which prohibited self-
dealing in the investment of trust funds. The
elimination of these conditions as standard
conditions of membership does not reflect
any change in the Board’s position as to the
undesirability of the practices formerly pro-
hibited by such conditions; and attention is
called to the fact that engaging as a business
in the sale of real estate loans to the public
or failing to conduct trust business in ac-
cordance with the applicable State laws and
sound principles of trust administration may
constitute unsafe or unsound practices and
violate the condition set forth in this para-
graph.

§208.8

capital and surplus funds appears to be
inadequate, the bank, within such pe-
riod as shall be deemed by the Board to
be reasonable for this purpose, shall in-
crease the amount thereof to an
amount which in the judgment of the
Board shall be adequate in relation to
the character and condition of its as-
sets and to its deposit liabilities and
other corporate responsibilities.

§208.8 Banking practices.

(a) Scope. No State member bank
shall engage in practices which are un-
safe or unsound or which result in a
violation of law, rule, or regulation, or
which violate any condition imposed
by or agreements entered into with the
Board. This section outlines certain of
the practices in which State member
banks should not engage.

(b) Waiver. A State member bank has
the right to petition the Board to
waive the conditions of this §208.8. A
waiver may be granted upon a showing
of good cause. The Board in its discre-
tion may choose to limit, among other
items, the scope, duration, and timing
of the waiver.

(c) Effect on other banking practices.
Nothing in this section shall be con-
strued as restricting in any manner the
Board’s authority to deal with any
banking practice which is deemed to be
unsafe or unsound or otherwise not in
accordance with law, rule, or regula-
tion or which violates any condition
imposed in writing by the Board in
connection with the granting of any
application or other request by a State
member bank, or any written agree-
ment entered into by such bank with
the Board. Compliance with the provi-
sions of this section shall neither re-
lieve a State member bank of its duty
to conduct all operations in a safe and
sound manner nor prevent the Board
from taking whatever action it deems
necessary and desirable to deal with
general or specific acts or practices
which, although perhaps not violating
the provisions of this section, are con-
sidered nevertheless to be an unsafe or
unsound banking practice.

(d) Letters of credit and acceptances—
(1) Definitions. For the purpose of this
paragraph, standby letters of credit in-
clude every letter of credit (or similar
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