Page 143

REFERENCES IN TEXT

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

CODIFICATION

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

CHANGE OF NAME

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

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

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

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

CODIFICATION

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

§375. [Reserved]

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

AMENDMENTS

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

EFFECTIVE DATE OF 2010 AMENDMENT

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

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

§ 375a. Loans to executive officers of banks

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

Except as authorized under this section, no
member bank may extend credit in any manner
to any of its own executive officers. No execu-
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tive officer of any member bank may become in-
debted to that member bank except by means of
an extension of credit which the bank is author-
ized to make under this section. Any extension
of credit under this section shall be promptly re-
ported to the board of directors of the bank, and
may be made only if—
(A) the bank would be authorized to make it
to borrowers other than its officers;
(B) it is on terms not more favorable than
those afforded other borrowers;
(C) the officer has submitted a detailed cur-
rent financial statement; and
(D) it is on condition that it shall become
due and payable on demand of the bank at any
time when the officer is indebted to any other
bank or banks on account of extensions of
credit of any one of the three categories re-
spectively referred to in paragraphs (2), (3),
and (4) in an aggregate amount greater than
the amount of credit of the same category
that could be extended to him by the bank of
which he is an officer.
(2) Mortgage loans

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

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

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

(3) Educational loans

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

(4) General limitation on amount of credit

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

(5) Partnership loans

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

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

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

(7) Continuation of violation

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