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RURAL CREDIT AND MULTIPLE INSURANCE.

SURCOMMITTER DN BANKING ARD CURBNENCY,
Hovee oF REFRESERTATIVES,
Thuraday, August 11, 1921

The subeomittee met at 1030 o'clock o, m, Hon Clareuce MacGregor
(chairman) presiding, and Hoos, James W. Dunbar and Eugene Black, mem-
bers, In attendance.

The CHamman. I would MNke to make thls prellmloary statement on this
mutter: T

‘The chairman of the Banking and Currency Committee hug appolnted this
subcommitiee to coosider gewmerally the subject of rursl and agricultural
eredits, This $8 ¢ sublect of veet importance to the welfore of the Nation,
It is the hope of the subcommitiee thet we may ald in solving the perplexing
probleme of furnfehing adequate Hnanclal facillties to willlons of our citlzens
engaged in the basie Industry of agriroiture.

There sre B.448300 farms In the United States, with an acrenge of nearly

00,000,006 acres. The toinl value of all farmn property is $77.025080,073,

It has been well sald that the country can do without the city, but the city
can not do without the conntry. The prosperity of the country is dependent
upon the prospecity of the farmer. We roust heed to the fact that the tendency
for the youth of the country s to lanve the farm for the eity. The censur figures
shows that new the larger percentege of the pepulation of the United States
I8 in the citles and towns of the country, Many have left the farm because
of the easter life of the cit¥ | man¥ have left because they could obtain success
with n less expenditure of physical effort. Oune of the great contributing
canses to unsuecceasful effort vpon the farm ie the failure of many to have
at hand working capital. A young man could becomme a merchant in the
village end secure ecredit from the village baok, but no machinery has
provided by which he could secure working capital for running the farm.

The enactment ¢f the Federal farm loan law hes been o great step Im
advanee, but it does not go far enongh. In moust instances that affords g weans
of securing the farm, but it does not give him anything to work with,

We seek llght upon this lmportant proposition and wlil be pleased to listen
to all who can gid in the solution of the problem.

Although this subcommittee 18 to consider the matter geperally. we have
before us at the present time H. H. 7879, lotroduced by Mr. McFadden the
chairman of the Committee on Banking and Currency, entitled “A bill te
standardize paper for agricuttural production, to esteblish discounts markets
for such paper, to create two necessary flscal aod ﬂnmclnl ngents for the
Government of the United States, and for other purposes.”.

(The bill, H. R. 7R7D, referred to aod submitted by t‘ha- chairman, is here
prioted in full, as follows:)

A BI]..I.-"J"!;) standardize pl.pﬂ for nrlcg&wﬂﬂmurﬂdm.uh mmm ?Ilc}::nlmmnra(e‘l’x
ernment J"&"’umm"%‘um S for other DTt AR e
Re it engoted by the Senafe and Howse of Representatires of the United

Atates of%Americe in Congress assembled, That the short title of this act shail

be the rural credit and multiple ineurance nct, and the two corporations cre-

ated by this bill ahall be refecred to, respectively, as ‘follows: The roral credie
soctety Bhall be referred to gy the society and the Hberty insurance league shall
be referred to as the lengue.

Sec. 2. That the commissloners, dlrectors, and trustees, respectively, of said
two corporationa and bodies politie and fnancinl and fiacal ngents hervby cre-
wted shall, by the ndme of the tural ¢redit Bociety and liberty Insurabee league,
have sueceszion and be able to sue and he sued, implead and be impleaded, In
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4 RURAL CREDIT AND MULTIPLE INSURANCE.

nll the conrts of the United Statea, and each to nmke and uee a8 common seal,
rnd the same to alter and amend at pleasure,

Ree. 8. That L. D, Muy, of Granville Center, Bradford County, Pennsylvania ;
Witt Sears, of Thorp Spring. Hood County. Texas; amd 5 of , HTe
herehy designated and created commlssioners, with power aod awthority to
negotiate, in the manver expressly provided in Article VI of the charter cre-
ating suld Lberty fnsurance league, with aoy solvent and well-established life
insarance company {ocorporated under the lawsg of spme one of the several
Statex having approved assetg of not less than §$400,000.000 for the purpose of
indueing ope of snch coinpanies o accept the terms of the charter crenting =uid
liberty insurance league, and agree aod hind itself to operate thereunder and
he guverned soleiy by the terms and provislons thereof; aud endd commia-
sloners are further authortzed and empowered (o organize soid rural eredit
society o the manner expressly provided In Article VIII of the charter cre-
sting sald raral eredit sociely.

Spe, 4, Thut one of gnid Anancind gnd fisen) agents, to wit, the said roral
cretit society, shall opernte and be governed solely by the terys of its charter,
which shall read ne follows:

CHARTER OF THE RURAT CREDFT SOCIETY.
Axricre L.

Secrion 1, Name o cospoia7ion,—The name of the corporation shall be the
rupil eredit soclety, which is referred to hersin as the society,

Antrene 1T,

RECTION 1. NATUEE 0F misiNEss,—The nature of the society’s hualness shall
be, and it is herehy authorized and eapowered, to do amd fransact 8 genecal
Banking and eredlt business through 1ts exerutive, hranel, and commune offices,
und throvgh such sgents, egencies, and anxiliaries as Ite by-laws way pre-
seribe. to buy nnd =ell, and contract fer the purchuse and rale of, securlties,
of woneys of the United Stutes. and of gold bolllon, to buy ond own in per-
petulty such real estate a8 may be deemed necesaury for lis executive amd
hranch offices swmel the same to dlspose of at its pleasure, to own and hold
for & perlod oot b0 exeesd ten Yenra such renl estate af it moy acequire through
forecloaure proceedings and the same to dispose of in like manuer, to act as
the fiscal and Anancial agent for the Government of the United Btates within
the pewers conferreil upom it in rhis article and on =och terms ax may be
preseribed by the Revretary of Agriculture aml approved by the =oclety’s bourd
of lirectors: Provided, That nelther the society, its branches, commumes,
ngents, ugencies, nor auxllisries shall isaue denmnd payable printed hank
notes, commouly denomioated currency : Prorided further, That the socicty’a
communes shinll not recelve deposits.

Axmcie IMIL

SEerion 1. PLACE oF ExrruTive oFFicE—The temporary executive office of
the soclety shall he focated by its board of directors nt their first meeting. at
which pluce it whall remain for nﬁper!od of five yerrs, when the board shall
establlsh n pernmibent executlve office by a majority vote: Provided, That the
hoard may, by & twoe-thinds vote, change the locetlon of such office thereafter.
Boanl meetings may be held at socl places in the Unlted States az its hy-lawe
oray prescribe.

Armeie 1V, .

Rrerios 1. Carmat.—The capital of the soclety sball conslst of o guaranty
fund wiul the stock of lts brunches and commiines.

PariceAPE 1. GuaRanTy ¥UND,—The guaranty fund shall conaist of $20.-
000,000, which sball be furnished and paid In by the Government of the
United Stotes. 0

STHPARAMEAPE 1, WHEN GOVERNMEST BHALL FAT IN GUARANTY FUND—When
the commniiasioners have Induced such n life Insurance company e is described
1a section § of the act creating this charter to accept the sald lberty inmor-
ance league charter, and the Secretary of Commerce has approved thele acts
snd fssned a statement guthorizing sald league to begin business under such
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churter, the Secretary of Commerce shall then draw a voucher on the Treasurer
of the United Statea for $25,000.000, who shall couse such sum to be pajd
Into the treasury of puch league, to be held in trost aud Invested by su
Iengue for the use and hemeflt of the pociety until the Secretery of Apriculture
orflers the league to pay the seme, principal aml interest, into the trensury of
the soclety, lesz the conmpensution allowed fur the risk and expense for
necepting such trost, ns i provided in Avtlele X of snid Mberty Insurance
league charter.

BUDFAR 2 FINKING FUXD TO HETIHE GUARANTY PUNB-—WIithin three montbs
nfter the 1st day of Januury. each year, the soclety shall eaure to be puld Into
the Treasury of the Unlted States one-tenth of 1 per centum per annum on all
louns and disronnts made or renewsd to its members the ‘preceding year, ending
December 31, which payments shall be invested umder the directlon of the
Secretary of the Treasury, for the use and benefit of the sinking fuud of sald
speiety to retire the guaraoty fund and interest theveon ; and when the dinking
fund, principal nmd Intérest. equals the principal pald by the Govermmnent,
together with slmple interest at the rete which the Government has to pay for
the money so pdvanced by 1t then this sbbparagraph sholl he of no efect Bl
the society™s oblipation to the Goveruwent on peeount of the gpuaraney fund
shall he canceled,

Brmean. 3. BRANcH stocw—Hach of the forty-e'ght branches shall huve a
eapital stock of 50000, and the stock of each hrroeh 2ball be fully pald in eash
-before such hranch beging buslness. Soch eapltal shall be paid by the Liberty
Insurance Lengne, and fhe soclety ghall enise stk certifieates to he executed
and deliversd to the leagoe s evidence of puch parment and lts ownership of
sucl stock.  Buch stock shall be nonnssessable und nontransferable st pald
an annunl dividend by the soclety, If enrned. of § per centuni, which dividend
shall e cumulative.

Huepar. 4. Cmstrye STeR, —The stock of the eommunes aliall be suhaevibed
And paid for 1n cash hy the menbera of the respective conmunes, Sueh stock
=hall be of the pur valne of 55 ench, for which certlficates shatl he exeruted smd
deliversl to the subsTiling wemtbera by the monagers of the respeetive
branches. Snch stock shall be nontransferable while the subseelblng owner s a
member of the soclety | Movided, That a member moy redoce the ansount of his
comnmne stock by complying with the terms of the by-lbws and sahparageaph 4
af Artlele Voof thls charter. The conpnune stoek shall be ponassessable pod
pald guch nonnal Alvidend, 1f enrned, as the adrisory eounci! of the respective
director's district may declare: Provided furifier, That no (dividend shall be
praid on the commune gtock of a director's dlstrict pnti! such branch has aceu-
‘mrlated a gafe gsurplug in the Jodgpuent of the board of directors,

ApTicLE Y.

Secrtox 1, Comsrye—The werd “commune ™ as used tn this charter shal
denote a voluntary ocal associntion of farmers for the pmrpose of lnproving
their productlve credit facilities, and the persons comprising the commune shall
he veferred to a8 members.

Pagaurars 1 CLASSTFICATION ©F MEMBERS—There shall e two classes of
nienihers, voring and nonvobiog members, The privilege of votlng the election
orltlmeae to control the corporation shall be exercised by the voting members
only. .

Svepan. 1. How To AECOME A YOTING MEMBERL~—To become o voting member,
8 nonvoetlng memnber ahull obtain the unanimous vote of the voting members of
his commune, !

Suprar. 2, MINIsUM XUMIER OF VOTING MEMBEEs—Each commine must have
ut least geven votlng members ]

Buerar, 3. Exrrramon oF o MEMBER—The votIng members of any communé
mey by a major'ty vote expel a member,

Brerak. 4 VOLUNTARY RESIONATION OF MEMPERS.~-Any member may volun-
tarlly withdraw his membership from his commune ag will, to take effect Im-
mdiately : but a member of & commune of the first and second class shall ba
personally Hable for the payments of the debits contrictad by the commune
while hie is u member thereof and until the 1st day of Janunry next after he
ceases to he B member ; gnd the commune stock of A member of any cluss of
commmine sheil be liable for the payment of the debts contrpcted by the com-
munes of that director’s dlstrict, while he was a member and untl] the 1st day
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of Janusry next after he ceasea to be o member, which labllity shall uttach
and become bindiag in the order provided (o section 3 of this article.

Hic. 2, CLASBIFICATION OF coMMUNES.—There shall be three clasges of com-
munes—frst, second, and third class,

PARAGRAFH 1. COMMUXES OF FIRST CLARS.—Communes of the first class shall
comprise those sltnated In States whose laws permit the waiver of homestead
and execution exemptions of such members, and the members of which actually
exernte velld waivers of such exemptions and sgree and bind themselvas to
become Jointly and severally llable for ench and every credit obligation con-
tracted by the members of thelr respective communes while they were members
and untll the ist day of January next ofter thev cedse to be members.

SUBPARAGRAFH 1. CEEDIT LIMITATIONS OF THE FIRST CLAgS~—The credit of each
member of a commune of the st cluss shall be limited to twenty thnes his
pald-up atock n his commune

Panr Z. COMMUNES OF BECOND CLARE—O of the d cless shall
comprise those situated In States whose laws prohibit the waiver of howestend
or execntion exemptions, but whose members lawfully ngree and bind themselves
to beconie julntly and severally linble for ench and every credit obiigation con-
traicted or made by the members of thelr respective comwunes while they are
mvm::em thereof and until the lat duy of January oext after they cease to be
members.

BUBPARAGEAPH 1. CREDIT LIMITATION OF Skcobp ¢Lass—The credit of each .
metiber of o commune of the second class shall be Umited to ten times his
pald-up stock in his commmune.

Pan, 3. CoMMUNES oF TRIRD cLaBs—Communes of the thind class shall com-
prise those whose wembers’ personal llabillty shall be unlimited for the credit
obligations contrected or wade by themselves and for which they become surety,
but for the credit obligations of other members their personal Hability shall be
limited to thelr unpald stock subscriptions in {helr reapective communes.

BUHPAMAGRAPH 1, CREDIT LIMITATION OF THIAD CLASS~=The credit of each mem-
ber of & commune of the third class shall be llmited to five times his paid-up
stock in his comimiine,

Spc. 3. O#DER IX WHICH LIAHILITIZS ATTACH—The order In which Iiabillties
attach shall be ng follows: The drawer of & granger or blll of exchange and
maker of & promissors note and other credit instruments shall be primarily
llable for thelr payment; next the drawer or maker's orety, If uny ; next the
drawer or maker's cominune stock; next the wembera of the commune of which
the dreawer or maker Is o mewber, If the commune be of the first or secomd
clges;: next the surplua of the brench situsted In the distriet in which the
drawer or maker's commune {8 situated ; next the stock of all the communes of
such district, which ltabllity shell attach to esch share of aoch stock: next the
stock of the branch of the distrlet o whlch the drawer or meker's commune i
situstedd; and finally the guaranty fund: Provided, That any loss sustained by
a branch other than by the fallure of ¢ member to meet his obligation shall be
repuired, first, out of the surplus of such branch, and i€ that be insuficient, then
out of the stock of the commnies of the district In which such branch is lecated,
and If that be insuficient. then cut of the stock of such branch, and finally out
of the guaranty fund: Prorided further, That In no event shall the stock of the
comnmned or branch of one director's district be Uable for the debts or defaults
of the members, comniunes, or branch of another director's district.

Agticie VI

BecTiox 1, DURATION OF CORBORATION —The duratlon of the corporation shall
be fifty Fenrs, hut the Congress hereby retalos the right to nwend this charter
decenninlly after the twentieth year.

Antrcre VIT,

RECTION 1, CORPURATE POWERS; HOW EXERCISED.—Tlhe corporate powers of the
society shall be exerclsed by a board of dicectors, the members of which shall
be elected In the decentrallzad marner provided in this section of this article,
and such officers, agents, and connuitteemen as the boird wey elect, except as
otherwise expressly provided in this charter. The bvard shall bave power
ami authority to enact by-laws, rules, and regulations for the society. lte
hratches and communes, their agents and members, not Inconsistent with the
terms of this charter.
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ParaaRaPH 1. CrassiFIcation oF pieectors.—The classification of directors’
districts and the territory comprlaing each shall be ns followa:

Flrst class: Firat, Alabama; second, Avizonn; thinl, Arkansas; fourth,
Californis; fifth, Colorede; sixth, Connectlent; seventh, Delaware; elghth,
Florida ; ninth, Georgia ; tenth, Idaho; eleventh, Ilinols; twettth, Indiana,

Second c¢lpss: Thirteenth, Iowe; fourteenth, Kansas; fifteenth, Kentucky ;
sixteenth, Louisians ; seventeenth, Malne; efghteenth, Maryland and Distrlet
of Columbin; nineteenth, Massachusetts ! twentieth. Michigan; twenty-firse,
ﬁinnewta: twenty-second, Misslesippl: twenty-third, Migsouri; twenty-fourtl,

antana.

Third class: Twenty-fifth, Nebraska | twenty-sixth, Nevadn: twenty-seventh,
New Hampshire; twenty-elghth, New Jersey:; twenty-ninth, New Mexico:
thirtieth, New York: thirty-Arat, Nerth Onrolina ; thirty-second, North Dakota;
thirty-third, Ohio; thirty-fourth, Oklahoms; thiety-A0th, Oregon; thirty-sixth,
Pennsylrania,

Feurth class: Thirty-seventh, Rhode Taland; thirty-eighth, Bouh Carolina;
thirty-ninth, South Dakota: fortteth, Tennessee: forty-first, Texas; forty-sec-
ond, Utah; forty-third, Yermont: forty-fourth, ¥irginla: forty-fifth, Washing-
l:orin forty-sixth, West Virginin: forty-seventh, Wiseonkin; forty-eighth, Wyo-
ming, .

Par. 2. QuonrH.—Each director shall heve one vote on the board, and a
majority shall constitate a quernm for the transactlom of bustness.

Pae §. Teaws or ofFice oF pizscTons.—The first hoard of directors shall be
divided into four clesses in the order provided in paragraph 1 of this section,
The term of the firat clasa shall expire on the second Tuesday In January next
foltowing; that of the second clars one Year from that time; that of the third
class two years from that time; and that of the fourth class three years from
that time, and so on, consecutively. In each oud every year thereafter, so that
all the directors of one clage shall be elocted snnunlly thereafter for a term of
four years egach. All vecancles coedrring in the boand shall be fled by the
advisory council of the respective director’s diatrict until the next generat elec-
tion of director for such distriet.

Pag. 4 QUALIFICATION OF DIRECTORS.—Each director shall be a clitzen of the
Untted States and bons fide resident and voting member of a commune of the
first or second clase and remuin such durlng his term of office.

Par 5 MANNER OF ELECTING DIRECTORS.—The dlrectors ahall be elected by
the ballots of thelr respective directors’ districts, each visor belng entitied to
cast as many votes ns there sre members of his commune. Huch ballots must
be forwnrded to the executive office of the soclety hy United Btates
inclosed In an officlal envelape on which the words “ Oficlal director's ballot
shall be printed or written in red ink on the address slde thereof.

BUBPARAGBAPH 1. BALLOTS AND ENVELOPES—HOW FURNIBHED.—It shall be the
doty of the secretary, ninety days before the electlon of o director, to mall one
official ballot and emvelape to each ¥laor of the dieteiet in which such an
election is to be held.

Sympan. 2. Imepecrone or eurcTions,—The secretary shall, oo the fourth
Tuewlay in November of each year, In the presence of the avditor or deputy
auditor and a censor. open and count the official ballots cast for directors at
the election held two weeks previously, Any candidete for director may, at
his own expense, appoint, In writing, one representative to be present at such
opening and counting, who sball heve the privilege to exemine each bollot.

Pag 4. CamproaTea ror pigpcron—Hach eligible person who deslres to become
a eandidate for dlrector of hie district shell notify the secretary four months In
advance of such election, and the secretary shall Inform such person of the
approximate cost in postage and printing necessary to piece his name before
the visory of his district. If such person, within thirty days after the matling
of such information. meke remittence to the secretary to cover such expense,
it shall be the further duty of the secretary te cause the name and address of
each emch eandidate to be printed on each bullot sent out by him and mail ooe
of soch ballots and officisl envelopes to each wisor pf that director's district
The candidate receiving s plurality of the votes cast at such electlon shall be
declared elected. If two cundidates tle at nny electlon, then 2 specinl etection
ahall be held to declde the contest between them, such speclsl election to h&
called by the president for gnch time as he may deem meet,

Pan. T, ANRUAL FLECTION OF DIRECTORS.—The annual efectlon for the membem
of the hoard of directors to f1I the places of the outgolng class shall be on the
second Tuesday In November of each year, and the vewly elected members of




