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"The monetary -rob Lome,® saye tlie Compiroller of the Cure
rency in his lLast aanunl *OPOYL, Do Li.rjﬁfﬂ'rrhich conf'ront Congrosg
embarrass Lhe administyatiy o o ficors of' the Governnment, harass
the business world, and bring a nlasue upon American polities,
must ultimately finc rolution in reguadred ?u.;:-};in: inprovenanis,
The time must come whon b inis shzll be such agencies of cisirie
butian of lonaahlo caplital as will make eredit everywhere ecquale
ly available to the oxtent to shich Lhose secking it are Justly
entitloed, S50, L0o, Must a point ha Tinally reached when banks
shall issue all of ihe credit currancy of' the country ana stand
wholly responsible 2y, inutead of tLhe ovaernment, for its redanpe
tion in gold eoin whenever and 1 whitover quantities prosaengo¥

The Comitroller's recommiendat ions for remedial Lepicl im
tion are naturally eonfined to improvements of Lha lational B:ink
ing lawa and the rotireacnt o rreenbacks and other United
States notes. e «oes not baelieve that the existing volume of
money = notes arki spoecie - is insuffieient, o i of thae opin=
ion that it is redundant, and Lk @bl a4 laek of banking facilition

4 ‘this pa er wis writiten in 1697, and the reference id to Repors
for 1£26.,
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ih the smaller towns is the principal cause of financial stiringe
eney in those parts of Lhe country wherse there is a dearth of
money and bankable credit. 2 thorofore reco nonds, as a stLed
in the right direction, amen@ments to LHo Hational banking laws
that would authorize the orranization of “ational banks in plaeces
of less than 2,000 inhabitants, with a capital stoek of $25 5,001
and a2 proportionate deposit of 'inited States bonds to necure the
redemption of thoir sireulation, the minimum capital stock and
bond daeoosit now raguired for orsanization being 50,000 and
312,600 respeetively, lie favors general amendnenis that would
allow all ‘‘ntional bznks to issus notes for cirevlation up Lo
the full mount of the bonds deposited therofor, make a reduce
tion of the one per cent annual tax now imposed on avirage cire
culation to one=fourth of that rate (which would be ample to re-
imburse the joverawent for all sxpenses incurred for printing;
notes, redemption, ete.), and pormit Lhe baks to astablish
branches whi eh would enable th= parent banks to introcuce loan=
able capital into places uhable Lo support indaesencent buanks,
whercby loecal ¢eposits and capital would bhaeeome loanable capi=
tale I (o not sce that he reecomiends the repeal of thae ten per
cent tix levied upon the issue of Siite bank notes, al though hie
pencral view is that all bank gireulation should be basad entirc-
ly upon banking :ssets and not upon Jovernnent securities, [his

viow would, of course, make the repeal of the tax a logical ne-
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pessity for entirely fre° banking.

*3anks,” says the Comptroller, "other than national, do
not issue bank notes, simply becauss by doinz so thoy must incur
loss through the enforeing of ihe ten per cent L&X sagainst thoe
notes so issued. Upon the same prounds National banks do not
jssue notes when there is either a direct loss to ithan in so do-

ing, or a profit ton small to warrant the invesinment in bonds

-

and tiie payment of the rate of the tax levied. vhile it is trae
that ational banks are in @ sense publie instit.tions, in Lha
they are under c¢ireet governmental supervision, they are none
the less ascoeiations of rivate individuals formed wholly Tor
purponses of private jain."

In respect to paper surrency, Lhe ‘ntional banks and the
United Steites Treasury are jointly engaged in the business of
banking, and very much to the disadvantage of ihe publie.s 1here-
fore (onsress has heen appealed to from time Lo time by the dif=-
ferent politieal parties of the country to ~2nact measurcs of
finaneial “reforms,” many of tham of the most antagonistie poli-
cios - some demanding free eoinaje of silver, supalencnted by
unlimited issue of paper money direcet from thie United Diutes
freasury, as a permanent, irredemmable curreney; othors urping
the poliey of leavin; the liational banks free to determine the
volume of paser money necsessary for the business of the country,

and the mradual or i-modiate retire ent and ¢'ne gllation of all

Federal Reserve Bank of St. Louis



e
"..nit'ed “tates noLes of every daseription; still others asking
for the renseal of the ten por cent tax lavied on the iscue of
the State bank notes, in order to allov ths people of each part
of the country to establish han's of issue without "ederal re-

] st raints. Confronted with sueh eonflietins polieies tha lzlior
mode of relief was looked upon with some Tavor by the loading
mambers of the Commiltes on Parking and Currency of the last
liouse of Nepr:sentatives as a compromise; but they did not con=
siuder that 2 bill for that purpose could H« nassed, unless sate
is ruaetory assurances were given that & suffieient number of
membors of Congress from the Sou th would be willing to vote for
an act to retire the grecnbacks and other Yreasury notes, and
some agsurarces were ziven by gentlensen who professed Lo know
thae sentiments of the people of that section of the e¢ountry that
such a vote coulc be obtained.

Axisting, as we have bhoon for more than thirty years, .un-
der a hankins system established and wholly raesulated by Conross
it is porhaps not o be wondered at thnt the public at large, -
ineluding the staiesmen, lawyers and bankers - scommto have fore
gotten that Congres:s does not possess all the power 1o lagiclate
on the bjeet of banking. In none of the diseussions of the
finaneial problems, whether in the press or in Congress, has
any sugzestion been made that the State legislatuires have any
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[pbwer to relieve the sit.ation, whereas in faet ihseg could in a
very larpe measure enact laws thal would very moterially aid in
the solution of these problense 2 elieving thal Lhe several
States of the Union have as much powser as Conpress to sharter
banks of issue, when such brirks are dasired, and Lo exempt tham
from "ederal taxation and supervision, [ now present that remedy
for consideration, as onec that can he maintained upon constitu=
tional grounds.

The power to anact laws providing for ihe issue of naper
money and tne rezuldaetion of it s volume accordin - £o the damand
for iis cireulation is not vestaed exclusively in Congrass by the
Constitution. Within well defined limits any “tate legislature
may exerceise Lliat powsr aceording to its own diseretion, repard-
less of any ‘'ederal restrictions, by taxation or otherwise, that
Congress has imposed upon the notes of “tule banks iqsued for’
¢irculation as monay.

Therefore Lhe people of any State who are not satisfied
with the existing monetary system should =pjdly to thelr own leg-
islatuwre for desired relief as io the volume of the currondy, in-
stead of wastin; their efforts in vain ap-eals to Congress for
amondments to i1 e National bankin;; laws, or unlimited issues of
"sreenbacks,” and other United Stales motes. To that extient
such a course would reliev e the two great politieal parties and

Conmress from ondless diseusnions of the “Ymoney question," by

org/
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ﬁn&ing it 2 loeal iswue in the dissatisfiocd States,

Ihe strength of the movement in the S-uth and Yest for
the free coinage of silver, at its Tixod ratio of "16 wo 1," is
due not so0 mue’: Lo a desire on ihe part of the .eople of thone
seetions Lo open the mints to that metal, as to the halief that
the oxisting volume of money is insufficeint, and that the low n
prices of their staple products are due to that cause. 7~alieve
ing this, it is not strange that they strongly resent any propo=
sition looking Lo tha retirement of the "sreenbacks" and other
United States notes, and.are hostile tn legislat ion Lthat 'is abe
solutely necessary to maintai- that currency, and gold and sile
ver c¢oin, at par,

If these people knew there constitutional rights there
would be very litile opnosition, on their part, to the spaely ros
tirement of cvery Unitod States paner dollar, and Lhe maintene
ance of' the gold standard; beca:se banks of issue, similar to
the old State banks, could be authorized by the State legicla-
tures on as safe s basis as the ,,ational Panks, and they would be

o
much better adapted than the latier to afford them banking fn;
eilities and the propaer volune of direulation. —And, of sourse,
they would want their bank notes to bo "as good as gold."

Whether a State should o should not establish such a
banking systom, is merely a queastion of economy and poliey for

its legislature to determine under the State Constitution, It
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‘could be made as safe as tho prosent one, and “ar more economie
cal and convenient to tho neople than one which restrains eircu-
lation to a ninety per cent limitation on the nar wvalue of /nite
ed States bonds whieh bear but low interest, and are boutht at
a high premium, - the result dbeing that in those parts 6f iﬁ;ﬂ
c¢ountry where loans eommard high rates, (the South and West),
the w»ationd banks cannot a‘ford to inerease such expensive cire-
culation as that based on United States bonds. This defect in
the National bank laws, =and thoe absurd one of taking Lhelaverngo
cireulation of th~ banks, are well presented in the statement of
the Comptroller of Lhe Curreney, Yon. James [, Fekles, made Ho=-
fore the Cormittee on » anking and Currency of the ¥ouse of Rep-
resentiatives at the last session of the 54th Conpgress. 1'e cleam:
1y demonstrated that the issue of cireulating notes is now meree
ly a matter of business concern Lo the banke; where interest
rates are high thay can use their capital to bettier advantage
than investing it in United Sizies bhonds Tor currency issues.
Haturally and properly the power to provide a curreney for the
whole country,” mentioned by ''re Chief Justice "hase in his
opinion in the Veazie Pank Case, 8 Wall. 533, is axercised by
the bunks only Lo the extent of profitable investment from a
conservative business point of view, wndé not as a publie duty.
It i¢ gonerally thought that saefe banking requires full
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bonded security to be pledpod for the ultimate rademption 6?

hank notes. On tha other hand such security is, in Lhe opinion
of the most sound financiers, not only unnecessary to well cone
dueted hankin-, but a burden on the banks and their eustomers
whieh tends to inereazse charges for loams. Ihese drawbacks
could b wolided in a Siate syslom.

Undoubtedly in States adopting a sound banking system ihe
desire of the people woulc be to have the circulating notes Yas
pood =8 gold," and to have Longress retire all Unitaed States
notes, thereby restorin; ihe revenues of the United States to
a enin basis which, whon cons, would necessorily maintain the
gilver dollar at par with the gold dollar, if the fiates now
compl 2ining o' the lack of currency sanerally adopted a Statle
banking system. For thnl matter, I dn nol see why every Siate
in the nion should not prefer it Lo the existing banks of isoue,
nor <o I see why the Southern and Vestern liational banks should
not prefar to take out echartars as Siate Panks rather than con-
{ inue urder the national bank laws. Iowever there is no incom=
patibility between the two systems of hankinge.

If it should be objeeted that under itho WE Stave sysiem
the Bank notes iscsued would nol cireulate outside of tho UL La,
the reply is thal such a resilt would be a decided advantasga Lo
the paople of Lhe State. (nder progrensive banking sustens

otes are intended for local business only. 'r. V. L. Royal, a
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iawyer of R@ehmond, Va., made a Torcible presmmtation of this
feature of banking in his statement bafore the Committee on “anke-
in: and urrceney of' the Houae of Reprosentatives on necamber 19,
1696, when he was urging the repeal of the ten per cont tax as -
panacea for our finaneial ills. e said that durin: the decade

ending in 1860, the banks in the counties which now form the
State of Virginia numberod three hundred, ineludins branches,

and maintained an averace eireulation of ten million dollars,
alwa;s at nar in eoin. o ona, s2id he, over lost a dollar dure
in; that time on Virginia bank notes, and they did not cireulate
Lo any extont outside the "tate. (hey were immediatolg returned
to the banks at a small diseount Lo the Toreign holder, equal to
th=2 expense of returning tham, -« an expense2 not reater, perhaps,
thart that of senxding Natimnal bank notes to Washington for ro-
demption,

Compare this cireulation of bank notes in Virginia with
the total bank eireulation in the thirteon Southern States on
October 31, 1090, as shown by the Comptrollar'’s report for Lhat
year: With a canital! of 374,000,000, the ¢ire:lation was only

$15,000,000. Accordin;; to her ante-bellium experience, il all

Torms of United States notes were Lo bhe retired, Virginia could
easily keop out a Stase bank eireulation of 515,000,000 for its
home businaess,

Under such a system of banking as that above described
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tha neople of each State of the !nion would regulate th2 volume
of paner curreney themseolves by leaving thatmmatter to ths Htoate
banks, wnder proper degislative regulations such as wisdom and
gxporience might st 2st, 01 alse themsalves sul'fer the conso=
quences, and not infliet ¢ isaster upon ihe ngaple of other
States whose prudence impelled tham to =pdy to their State ‘.mn;m
th 2 hest principles of finaneciering developod by the experience -
of" the nast thirty yeowrs through the rational banking system.

In pre senting this papsr 1 purnmosely refrain from dioe
ecussin: the deeision of the Suprem Court in the Teazie Rank Case,
whieh maintained the constitutionolity of the statutes that ime
pose an internal revemue tax of ten ner eent upon notes isguad
for eire.lation by State banks and other bankse It is nol Bek:
essary Lo diseuns ity and besides, it has bheoun af'irmed, and in
all nrohability it will not nex be reversed; bocause it not only
geeures the founcation of the ational benking systiem, bul it is
also Lhe great safeguard azainst “"wild-cal® banking. fThe ceci-
sion does not eonflict with the scheme of ftate banking yhich I
have in view. The schame can b2 maintained upon the highest
constitutional grounds, and on pri_nciples well settled by nume
erous decisione of the Tupreme Court of the nited Stales. T
moray say now that it vould not be a very difficult mailer o
draft a constit tinnal b nkings bill for pa=sage by a Siate lagine
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lature thal would enable it to suthorize the ineorporation of
Gtate banks whose issue of notes for cireulation would not hHa

subjaect io internal revenue toxation.

I have preparad another paper, wvhich, T think, would s-
isfy constitutional dawyers that this can bs done in any Siate
of Ltha Union unless therae is some prohibition in its constitue

tions In such case, of course, the Constitution could ba aiohd-

ed.
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Iaterview with iR, 7. J. RUSSHELL, Mansger of the I0MWOY ATH W
WMINSTIR BAWK, Lbde
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7111 you give us a brief account of your imstitution?

The London and Vestminster Bank was established in March, 1834, 1t was
registered as a Limited company in MNareh, 1880, It originated in
London, and is still confined to London and its suburbs.

“ha' 1s the par valuo of your shares, and what dividends do you pay?

The par value off our shares is & 100, of vwhich & 20 is peids Yor the last
four yoars dividends of 137 por aunum have been declared. The pro=-
sont murket price of the shares is between & 50} and & 51,

How many s'oclholders have you?

Upwards of 10,600,

nat additionsl payments can be collected from your stockBolders for the
development of btusiness, and what in oase of ligquidetion?

As & 20 por share have been pald in, the shareholders are left a liabil-
ity of & 80 por share which can be collected for the dovc\lom'b of
business, or for liquidation.

Does the law require you to accumilate a gertain amount of surplus?

hi{s 1Y

Is there any limit to the number of shares which may be held by any one
person, and is your epproval required before s transfer of your stocl
can be mado?

There is no limit $o the number of shares which any individual may hold,
bat the aprovel of director: is required before transfers ¢an be
medes

How oftten do your shareholders mec$?

vieo a year,

Does every share have & vote ot the sharecholders' meotings?

No. Votes are distributed as follows: From 10 to 49 shared, 1 vote;
from 50 to 99 shares, 2 votea; from 100 to 199 shares, throe votes;
from 200 shares upward, four votes.

Describe the organiza ion and manogement of the bank, stating the officors
and directors, and thelr respective functions, and for what periods
of time and by whom are thoy elocted?

There are 682 officers and 15 dlrectors, who are olected by shareholders.
Three of these directors retire enmally.

Is it castomry to re-olect dircctors at tho expiration of thetr terms?

Yen.

How froquently do the directors meet?
Daily.

Tow many branches have you?

Thirty-six.
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Qe In the main, hove thev boen oreated b you, or have *hey boen formed by
the absorption of independent banits.

A. They have meinly beon created by us.
Qe How are your branches managed?

Le By an appointed manager, who is visited periodically by the superintendent
and Inspoctors of branches, and occasionally by directors.

CGs  "ho apnoints the managers of branches, and are they usually sclocted from
snbordinate officors in the same bank?

Ae The directors appoint the menagers of branches, who are selected fronm
among subordinate officers, tut not nocessarily in the same branch.

Ce How frequently are you recuired by law to publish statements of condition?
A. Twioe a yoar.

Qe How froquently is it your custon to miblish them?

A+ llonthly.

Ce In your opinion, should more frequent and fuller bank returms be published?
A+ Tle do not consider this necessary.

Ue What legal or general taxes are paid by the bank?

ie  The usual parochial and gencral taxes.
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Washington, D. C.,
Saturday, December 2,191)

Thre Commission met at 11 o'eclock, &, m., pursuant
to the call of the Chairman,

Present: Messrs. ALMRICH (CHAIRMAN), BURROWS, BUR-
TON, WEXKS, BONYNGE, PADGETT, and BURGESS.

In the absence of the Vice-Chairman, and as a
quorum did not avppear, no formal busines: was trans-
acted.

The Chairman wés authorized, however, to aproint
a sub-committee to consider the details of the Codifi-
cation of the National Banking Laws, with Suggested
Changes, prepared by the Comptroller of the Currency,
and to report the result of their examination to the
Commission.

The Chuirman appointed on this sub-committee Mr,
BURTON (CHAIRMAN), Mr, WEEKS, and Mr, BURGESS.

At 12 o'clock meridian, the Commission adjourned

until 10 o'clock &, m,, Monday, December 4, 1911,

L w |



Washington, D. C.,
Monday, December 4, 1911,

The Commission met at 10 o'clock, a. m,

Present: Messrs. ALDRICH (CHATRMAN), VREKLAND (VICE-
CHATRMAN), BURROWS, MONEY, BURTON, WEEKS, BONYNGE, PAD-
GETT, and BURGESS,

Mr. Burton moved that seven members of the Commig-
sion should constitute a quorum for the transaction of
bueiness. The motion was seconed by Mr, Burgess and

unanimously adopted.

Directors of the National Reserve Association,
Mr., Weeks suggested that the provisions of
the plan in regard to directors of the National Reserve As-
sociation be changed as follows:
That the Board of Directors shall consist of
thirty-seven, to be composed of =-w---
(1) Seven ex officio members, one ex of-
ficio member being added to those already
provided for in the plan., This additional
ex officio member might be an additional
deputy governor or some member o6f the Cabi-
net. ?

(2) PFifteen directors to be elected us pro-
vided by paragraph 15,

(3) Fifteen directors, one from each dis-
triet, to be elected as provided in para-
graph 17,

Under this suggestion, paragraph 16 would be dropped,

This suggestion was discussed at length and laid aside for
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further consideration.

The Commission thereupon, at 11:30 o'clock, a, m.,

took a recess until 2:30 o'clock p., m.
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APTER RECESS .

—— — — — —— — m— — — —

The Commission reassembled at 2:30 p. m.

Present: Messrs., ALDRICH (CHAIRMAN), VREELAND (VICE-
CHATRMAN) , -BURROWS, MONEY, PENROSE, BURTON, WEEKS, BONYNGE,
PADGETT, BURGESS, and PRINCE,

At the suggestion of Mr. Bonynge it was unanimously
agreed that the Revised Edition of the Suggested Pl .n for
Monetary Legislation be made the basgis of discussion,

The Chairman stated that it was hic idea =-- if it
should meet with the approval of the members of the Com-
mission -- that with respect to provisions in tre plan
where there was no special objection, immediate steps be
taken to place those provisions in the hands of two ex-
perts, onzlgtgm the coffice of the Comptroller of the
Treasury Department and one from the Department of Justice,
in order that the language of the proposed monetar, law
might be properly framed,

The Chairman further stated that at the morning ses-
sion it had also heen decided that in the absence of a
quorum, all decisions reached would be tentative, and that
any particular provision might be reconsidered on the re-
quest of any member of the Commission.

Upon motion of Mr. Weeks it was egreed that the
minutes of the meetings of the Commission be made full
and complete =~- gsomething similar to the way the record
is kept in the Tournals of the Senate and the House of

Representutives,
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The Commission thereupon proceeded to further examine
and discuss the proposed plan and the following subjects
were considered:

With respect to the amount of authorized capital of
the National Reserve Association which would be paid in

under the twenty percent provisione,

Dividends to be paid only on paid-in canital.
Mr. Aldrich stated the necessity for a provision
that dividends shall only he paid by the Nationai Reeerve

Association upon cepital whiech has Leen paid in,

Length of Charter,
A proposition by Mr, Bonynge that the time of
the leng#f of the charter be made less than fifty years
was not accepted. There was considerable discussion
to whether any provision should be mzde whereby the charter
m!f "% hHa altered, amended, or repealed by Congress, but

no conclusion was reached upon this point,

Minimum Capital:

The subject of minimum capnital was next con-
sidered, and while no definite conclusion wae reached, the
opinion was general that some emount -- probably $100,
000,000 == should be provided as the minimum with which
the Nutional Reserve Association might commence its

operations,

-~ e P
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Contingent Fund for Impaired Surplus:

Subject fully discussed. No definite conclu-
sion reached. Suggestions made that in no event should
fund be used for liquidation or otherwise to stockholders,
but should go to the United States Government; that fund
should not be a part of the book value of the stock; that
the fund should no% be more than Hiwe #5) vercent nor
less than o8 14 ver cent; that the percentage should

be less than in the case of ordinary bank lossee,

Upon motion of Mr, Padgett it was agreed that a pro-
vigion should be placed in the draft of the bill covering
the subject of a contingent fund in the following language:

"Wnen the surplus reaches twenty (20) per
cent, a fund not exceeding $2,000,000, or the
equivalent of one (1) per cent of the capital
may be retained by the bank as undivided pro-
fits to meet unexpected losses; and, upon the
final dissolution of the bank, shall go to the
Government, and shall not be included in the book

value of the stock, or go to stockholders in any
contingency."

Holding Majority Stock of Banks which are members of

the National Reserve Association:

Subject fully discussed on the basis of a pro-
position made by Professor Wildman of the Northwestern
University, Decision reached to pass matter until Com-

mission should have an opprortunity to examine Professor

Wildman's proposition,



Bonds:

Mr. Padgett (after reading section 75 of the Revised
Plan) inquired Qhether it was contemplated to put an
excise tax on the bonds provided for in that section --
they are to be perpetual. Mr. Aldrich informed him that
it applies to ‘he bondg whergever they are and the Reserve
Association is to pay that all the time independently of
the ownership of the bonds. '

‘{qProximate Capital:
Mr. Weeks suggested whether er—nmet the capital
should not be stated qﬁ $400,000,000 instead of $300, 000,000
_and was informed by the Chairman that the Revised Plen
was only a framg:york or memorandum and that when the 1aw
was drafted & change in the amount, in his opinion, should

be made; that there is a minimum limitation but no maximum,

Capital of Subscribing Banks:

The Chairman stated that on account of criticism he
had heard that possibly the provision for a minimum capital
of $25,000 might be too high., Mr. Vreeland stuted that

he had heard no objection to it,

Trust Companies:

The Chairman was of the opinion that in view of sug-
gestions from the Trust Section of the American Bankers
Association, the minimum of $25,000 should be apnlied also

to trust companies, Mr. Burton stated that he desired to
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consiher the question of the limitation of the capital
of trust companies more fully, but he thought that there
should be a minimum,

Mr. Padgett stated that there was no limitation in the
laws of Tennessee as to the capital trust companies should

have.,

Payment of Balance of 20 per cent Subscription.

Mr. Vreeland inquired as to the time of the payment
of the balance of the 20 per cent subscription provided for
in section 1. The Chairman stated that his understanding
was that no demand would be made for the balance of the
subscription, unless there were large losses as against
credit or impairment of the capital of the Reserve As-
gociation, Mr. Vreeland thought that the subscribing
banks were being made liable for more than twice the amount
of their stock by this provision, The Chairman stated that
as he understood it banks could not call for the additional
10 per cent subscription for the purpose of increasing
capital.

The discussion of the investment by banks of their
capital in real estate was participated in by Messrs, Aldrich
Burton, Weeks, and Padgett, theconclusion being reached
that large investments of this kind on the part of banks

should not be made,

Transfer of Shares of the National Reserve Association Stock.

Mr, Burton in commenting on section 3, relative to the
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transferring of the shares of the capital stock of the
Na:tional Reserve Association, stated that no law would

be constitutional which provided that they could not be
transferred under particular conditions. Mr,., Padgett

called attention to the faect that the provisions of the
Revised Plan merely prescribes the mode of transfer, Nr.
Bonynge agreed with Mr, Burton as to the unconstitutionality

of attempting to provide that no transfer could be made,

Paid up Capital Stock. ]

Mr. Padgett made the following suggestion for the
amendment of section 4, which was agreed to: That the
words "paid up' should be inserted before the word "capital"
wherever it appears with reference to the payment of divi-
dends, For instance, where it is stated that they shall
receive 4 per cent dividends the text should read "4 per
cent dividends on paid-up capital stock;" and at the point
where the words "after stockholders receive 5 per cent,"
gshould be inserted the words "paid-up capital stock." The
purpose of this amendment 1is that there may be no guesticn
of construction as to whether dividends are to be received

on the subscribed stock or the paid-up stock.

Dividends of Stockholders shall be cumulative: (gection 4)
Mr. Burton inquired as to the meaning of this pro-
vision and Mr, Padgett was of the opinion that the matter
should be expressed more definitely, The Chairman stated
that his understanding was that the purpose of the pro-

vision is to guarantee to subscribing banks 4 per cent on



their investment out of the earnings of any given year;

after the 20 per cent,
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SUGGESTIONS.

By Mr. Burton: That, in his opinion, it is not best
to place the surplus of the National Reserve Association
beyond 20 per cent,

By Mr. Aldrich: That some provision should be made
for the restoration of the surplus when impaired,

Mr. Mr, Burgess: That it would be well in the final
draft of fhe bill to provide a definite limitation to the
earnings of the National Reserve Association.

By Mr. Bonynge: That some provision ought possibly to
be made compelling state banks to furnish a 1list of the
owners of their stock, in order that members of the Reserve
Association may he protected.

By Mr. Aldrich: That a provision should be made pro-
hibiting tmm loaning on National Reserve Association stock.

By Mr. Aldrich: A provision should be incorporated
in the final draft of the bill that no bank shall be ad-
mitted to membership in the National Reserve Association
that owns stock in any other bank, nor shall it hold

stock in any other bank after it become¢a member of the

Reserve Association,

By Mr., Aldrich: Provision should be made whereby
state banks shall have not less than $25,000 capitel
actually paid-in,

By Mr. Aldrich: Provision for temporary organization
of the National Reserve Association should be made by a

Commission, consisting, possibly, of the Secretary of the
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Treasury, the Secretary of Commerce and Labor, and the
Comptroller of the Currency.

This Commission to decide until a permanent organi-

. zation is effected, the question of the limitationf of the

territory of the district and local associations,
The Commission thereupon adjourned at 5 o'clock p. m.,

until 10:30 o'clock, A. M., Tuesday, December 5, 1911.
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Washington, D, C.,
Tuesday, December 5, 1911,

The Commission met at 10;30 o'clock, a, m,

Present: Messrs. ALDMICH (CHAIRMAN), VRERLAND (VIGE-
CHAIRMAN), BURROWS, MONTY, BURTON, WEEKS, BONYNGE, PADGETT,
BURGESS, and PRINCE,

If was decided that there should be no change made
in the provisions of the Revised Plan that the combined
capital and surplus of the members of each local associa-
tion shall eggregate not less than $5,000, 000.

Mr. Aldrich suggested tﬁat & preliminary apportionment
of the associations provided for in section 5 should be
made by directors of the Reserve Association after a
permenent organization was effected.

Mr. Burton was of the opinion, in which all present
concurred, that the provision of section 7, exempting
the National Reserve Association from state and local
taxation should not be changed.

Mr. Aldrich suggested that provision be made that no
real estate should be held by the Reserve Association,
except for banking purposes. Mr. Aldrich also suggested
that the amount of real estate held by the association
should be limited. Mr. Padgett suggested that the
language be qualified by inserting the words "for banking
purposes,"

Mr. Weeks stated that the Nationﬁl Banking Law made

emple provision as to real estate holdings by Naticnal
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banks, and suggested that a provision along similar lines
be drawn to apply to the National Reserve Association,

This was unanimously agreed to.
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24, Mr. Padgett suggested that it should be provided
that the directors should submit to the President a fair
number of names from which to select the governor of the
Reserve Association,

After some discussion of this proposition, it was
agreed to add after the word "list" in line five the words
"not less than three in number." As thus amended, the

paragraph was agreed to.

8. In connection with the election of three-fiftns
of the Board of Directors of the local associutions,
Senator Burton raised the question whether the vote should
be cumulative or "en bloc.," There was some discussion
on this point, but the language in the paragraph was not

changed.



APTER RROCRSAS S
The Commission reassembled at 2:30 p. m,
Present: Messrs, ALDRICH (CHAIHMAH), VREFLAND (VICE-
CHAIRMAN), BURROWS, MONEY, BURTON, WEY¥KS, BONYNGE, and
PADGETT,

9, 10, and 11,

It was agreed to provide that the number of directors
of branches should be fixed by the by-laws of each branch,
but that there should not be less than twelve. One-half
of this board shall be elected by the boards of the local
associationa,and the other half part by the stock and

part by representative vote,

21 and 22,

Agreed to without change,

23,
Was amended as follows, and as amended, was agreelto.
There shall be an auditin- committee to be elected by
the Board of Directors from among its number (excluding
the members of the Fxecutive Committee) of which the
Secretary of the Treasury shall be chairman. This Committee
will make a public report at least once a year, It shall
have authority, not only to audit the books of the National

Reserve Association, but of the branches.

K .
Mr. ﬁ%:;gi:d:ﬁggested that the Secretary of Agriculture

14,
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be added to the ex officio members of the board. No action

was taken on this suggestion,

24,

Mr. Bonynge suggested that it be provided that the
term of the Governor shall be ten years and that he be
reeligible for appointment for another term.

He also thought that it should be provided that the
Deputy Governors should be reeligible for appointment for

another term, These suggestions were agreed to.

25,

Mr. Bonynge suggested that the manager of the branch
should be a resident of the district in whi~h the branch is
located. This was agreed to, and this paragraph was
amended by inserting in the second line after the
word "appointed" the words "from the district."

26.

Mr, Padgett suggested that after the word "duties"
in the first line the following words be inserted "the
length of service to be subject to removal." This

amendment was g reed to.

28,

Referring to the third paragraph of section 28,
Senator Aldrich suggested that the Secretary of the
Treasury, the Secretary of Commerce and Labor, and the

Comptroller of the Currency be authorized to provide the
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preliminary organization of the National Reserve Asscciation,
and to divide the country into fifteen districts.

Mr. Padgett suggested that it should be provided that
the country shall be divided according to geographical
and commercial conditions and also with regard to existing

banking facilities. These suggestions were agreed to.

29, 30, 31, 32, 33, and 34,

Agreed to without change,

The Commission thereupon -a# ad journed

until 10:30 o'clock, &. m., Wednesg, December 6, 1911,

/
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Washington, D. C,,
Wednesday, December 6, 1911,

The Commission met at 10:30 a. m.

Present: Messrs. ALDRICH (CHATAN), BURROWS, MONEY,
BURTON, BONVNGE, PADGETT, BURGESS, and FRINCE.

Purchase of Coin or Bullion:

Section 35 was taken up and agreed to down to
the first period.

With respect to the second part, it was the opinion
of Mr. Bonynge and Mr, Burgess that the word "gold" should
be struck out, in order that either gold or silver might
be purchased, their view being that the mention of gold
included silver by implication.

The Chairman said that his understanding was the pro-
vision as it stands would not prevent the buying of silver
bullion, but merely provides the manner in éhich it may be
purchased, that is, in the open market. He also stated
that it applied only to domestic exchanges.

Mr. Burton thought that if the section were amended
it should be by some such expression as the following:

"or silver when required in the settlement of exchanges in
foreign countries,"

Mr. Prince was in favor of lestting the paragraph stand

unamended.

Mr., Padgett preferred to have it stand as it was un-

-



less the words "of gold and silver coin" were inserted.

Mr. Money was of the opinion that the paragraph
should be left as it appears in the Revised Plan, unless
the right to buy silver were mentioned gpecifically.

Mr. Bonynge favored the suggested amendment of lr.
Burton,

It was Tinelly agreed to allow section 35 remain un-

amended,

Rate of Exchange between the East and the West:
A general discussion was had on this subject and
the Chairman was of the opinion that after the final re-
pert of the Commission had been made it mizht be desirable

to consider the subject more fully and specificaily.:

During the session of the Commission Hon. Lawrence
0. Murray, Comptroller of the Currency, apreared to compiete
arrangements for inviting State Bank Supervisors and
National Benk Examiners before the Cermission for the
purpose of consultation on the questiqn of tank examina-
tions,

The Chairman, with the aprroval of the Commission,
requested Mr. Murray to communicate with Mr. J. L. Mo~
hundro, Chairman of the Association of Supervisors of

State Banks, inviting them to appear on Thursday, Decem-
ber 14, 1911, and to make the necessary arrangements for the
attendance of the National Bank Examiners,

It was alsoc decided to invite two or three of the

leading barkers of the country to be present at the same
Digitized for FRASER
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time the State Supervisors and the National Bank Examiners

appeared, the selecticn to be made by the Chairman,

The Commission thereupon took a recess until 2 o'clock

P. m,

- e e o e o

20
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AFPTER RECESES.

The Commission reassembled at 2:30 p. m.

Present: Messrs, ALDRICH ( CHAIRMAN), VREELAND (VICE-
CHAIRMAN), BURROWS, MONEY, BURTON, WFFKS, BONYNGE, PADGETT,
BURGESS, and PRINCE,

36.

It was agreed to insert after the word "necessary"
in the fifth line the words "in the discretion of the
Secretary of the Treasury." Mr. Vreeland and Senator
Burton raised the question as to the meaning of the words
"cash balance," Does it include trust funds?

It was agreed that it was desirable to look into this
language and also find out from the Secretary of the
Treasury how many t ust funds there are in the Treasury and
whether they are kept separate from the general funds of

the Treasury.

37 , 38,39, 40.

Agreed to withou® change.

41,

There was considerable discussion as to whether the
language of this paragraph carried out the intention of
Senator Aldrich, namely, to make the rates of discount of
the National Reserve Association superior to the usury laws
of the several states. Mr. Vreeland suggested that the

paragraph be amended as follows: "The National Reserve As-

e



gsociation shall have authority to fix the rates of dis-
count from time to time, which, when so fixed, shall be
published, and shall be uniform throughout the United
States."

The paragraph as thus amended, was agreed to.

42,

This paragraph was amended by striking out in line
three the words "to a limited amount;" by inserting a ","
after the word "bank" in line four; and by substituting
the word "acceptors" for the words "houses" in the same
line, and as amended was agreed to,

43, pa—

This paragraph was amended by inserting aAEi! after
the word "bonds" in line two, and by substituting the word
"algo" for the word "as" in the same line. As thus

amended, the paragraph was agreed to,

44,

Was agreed to,

45,

This paragraph was amended by substituting for the
word "subscribers" in line two the words "subscribing
banks", and by striking out in l1ine four the words "in
fhgland, France, or Germany," and by striking out the
word "other" in the same line. As thus amended, the para-
graph was agreed to.

46, 47, 48, and 49.

Agreed to without change.
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Whereupon the Commission adjourned to 10:30 o'clock,

a. m., Thursday, December 7, 1911,
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};?7 Friday, December 8, 1911,

) P

.‘Y‘ K% o Q‘he Commission met at 10:30 a, m,

( W JQ Present: Messrs, ALDRICH (CHATRMAN), VRFHLAYD (VICE-
CHATRMAN), BURROWS, MONTY, BURTON, WEFKS, BONYNGE, PAD=-
GETT, BURGESS, and PRINCE,

75, 74, and 75,
A discussion took place regarding the paragraphs
relating to United States bonds, but no changes were made

in them.

14, 15, 16, 17, and 18,

The Chairman asked Mr, Weeks for his proposition
regarding the directors of the National Reserve Asgocia-
tion. Mr. Weeks stated his proposition verbally and later

£¢of§xa4
in writing as follows: . Directors: The Secretary of the
Treasury, The Secretary of Commerce and Labor, th% Secretary
of Agriculture, the Comptroller of the Currency, Manager
and hea&a%uﬂt—ﬁanagnn,.E\'/‘nﬁﬁ '

Fifteen directors as elected in paragraph 15.

Fifteen directors as elected in paragraph 15 from
the business interests of the country. The last fifteen
ahall not be at the same time directors in other banking

institutions.

Consideration of these proposed changes was postponed
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until the session of the Commission on lionday.

During the session of the Corunission Hon. Lawrence
0. Murray, Comptroller of the Currency, Judge Oldham and
Mr. Quinn of the Treasury Departmentn, appeared to periect
arrangements for the drafting of the bill to submi*jg{
Congress. These gentlemen agreed to cooperate w‘,h the
Comnission in drafting the bill. At the suggestion of Mr.
Murray it was agreed to invite Hon. Herbert Knox Smith,
Commissioner of Corporations to act with then,

Messre. Bonynge :nd Padgett were appointed as a com-
mittee to render such assistance as may be necessary.

The Secretary was authorized to procwe rooms and all
needed clerical and other assistance to work under the
direction of the gntlemen in the charge of the preparation
of the bill.

At twelve o'clock meridian, the Commission adjourned

until Monday, December 11, 1911, at 10:30 a, n,

Digitized for FRASER
http://fraser.stlouisfed.org/ —
Federal Reserve Bank of St. Louis



Digitized,for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

26

Washington, D. C.,
Monday, Decemuer Li, 1911,

The Commission met at 10:30 a. m.

Present: Messrs, ALDRICH (OH -'Xi‘.-i}.{AH), VREELAND (VICE-
CHAIRMAN), BURROWS, MONKY, BURTON, WEFKS, BONYNGE, PAD-
GETT, =2nd BURGESS.

The Chairman stated his view with regard to the
features which would be included in the final report of
the Commission, He stated thay it should be applicable 1o
conditions in the United States and be something in which
the Amcrican people would be interested, In a separate
report or elsewhere as an appendix, the e might be a
treatment of foreign experiences.

There was general discussion of the feautures to be
included in the report and thie matter was left mpam in the
hands of the Chailrman,

Mr. Padgett suggested that a joint resolution be in-
troduced in Congress providing that the Commission should
file its final report by Junuary 22nd. No action was taken
on this suggestion,

Mr. Burgess raised the gueation of ad journment for
the Holidauys. Sentiment seemed to be that those who wanted
tc be away should have the privilege, while those who were
remaining in thecity should agsist in the preparation of

the report.

PEe
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At this point, Dr. Andrew ﬂfo had come from the con-
ference of the committee in charge of the drafting of
the bill, stated that the Committee desired to know
with whom thecertificate of organization should be filed.
It was agreed by the Commission that such certificate

should he filed with the Beé€revary of State.

(= I



Digitized for FRASER
http:/fraser:stlouisfed-org/
Federal Reserve Bank of St. Louis

Mr. Aldrich raised Zhe question as to whether it is

necessary to state in this act that the Government funds

e i

fiﬁ*fﬂémﬁagé§f;”Akédbiufion-depositgd 31all be held to be

y - —

money in the Treasury of the United States, This sug-

gestion was referred to the Cowptroller of the Currency
and his Comnittee, who are drafting thelanguage of the

statute,

It was agreed to strike out the words "cash balance"
in line 2 and to insert in lieu thereof the words "gencral
funds", and also strikeout the following words "except
that when necessary the Government may designate Na-
tional banks for that purpose in cities where there is no
branchh of the National Reserve Association."

2. The question was raised whether banks in the
colonial possessions of the UnitedStates could become
subscribing banks of the Reserve Asscciation., It was
agreed not to touch upon this gquestion in the statute
in terms, but the first sentence of section 2 was amended
to read as followa: "All national banks, and all banks and
trust companies chartered by a State, waich comply with the
requiremcni® for membership hereinafter set forth (Secs,
60-564), may subseribe to the capital stock of the National
Reserve Association,

In the ninth line of this section, it was alsc agreed

to insert the word "paid-in" after the word "minimum", and
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to insert the following clause after the words "$25,000,"
"and a trust company having a minimua capital of $100,000,",

(1) It was agreed to provide in the first section
that hefore completing the organiztion ¢f the National
Rescrve Association at least $100,000,000 of capit:l aust
be paid in,
R84

The question was raised as to the e¢xpenses of the
Coiurission which shall provide the preliminary organize-
tion of the National Reserve Association, and it was agreed
that the npmmmminm expenses of the Commission shall be ad-
vanced by the Government and be re-paid by the National
Reserve Association,

In this connection, it was also agreed that this Com-
misgion in admitting subscriblng banks, must see that
no banks or trust companies are aduitted, who do not com=
ply with the provisions of the act as to minimum paid-in
capital,

Whereupon the Commisgsion tock a recess until 2:30 P. M,
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AFTER RECESS.

The Comm;ssion mnet at 2:30 p, m,

Present: Messrs, ALDRICH (CHAIRMAN), VREELAND (VICE-
CHAIRMAN), BURROWS, MONEY? BURTON, WEEKS, BONYNGE, PADGETT,and
BURGESS.

49,

After a lengthy discussicn ag to just what pro-
vigsions should be inciuded in the statute as to the in-
corporation of foreign banks, as for instance, whether
the maximum capital, say $1,000,000, shculd be fixed,
whether these banks should meke reports to the Comptroller
¢l the Currency and be governed generally by such provi-
sions of the National Banking Act as are found aprlicable,
etc,, etc.,, it waec agreed to refer this matter to a sub-
comnittee, consisting of Mr, Weeks and Mr. Bonynge, toc pre=
pare a draft of incorporation and report the same 1o the

Commission,

53,

This section was taken up and after a full discussion

was agreea vo without amendment,

At the suggestion of Mr, Vreeland, the Commission pro-
ceeded to take up those provisisions of the plan that had

previously been considered and passed over,
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(1) It was agreed to orovide in the first section that
the lenpth of the charter should be fifty years, but that
Congress shoula reserve the right to alter, revise, and
amend the charter at the end c¢f each ten year period,

Mr, Vreeland calk d attention to the last sentence of
this section, which reads as follows: "Fifty per cent of
the subscriptions to the capital stoek of the Nacvional
Reserve Association shall be called in cash; the balance
of the subscripiion will remain & liability of the sub-
scribers, subject to eall," He said that he thought it
desirable that the statute shouvld state the circumstances
under which the additional Tifty per cent subscription could
be called, No formal language was agreed upon, but it was
agreed to instruct Mr. Murray and his colleagues to soc
draft the statute that this additional subscription could
only be called when necessary to meet the obligations of

the National Reserve Association,

28,

Mr. Vreeland suggested that there ought to be some
general language of instruction to guide the Commission
which is to provide tuhe preliminary organizaticn for the
National Reserve Association, After fulL, discussion of
this suggestion, it was agreed that it should be provided
in cne statute that the fi teen hranches of the National

Reserve Association should be located as follows: 1 in the

S - —
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New England States; three in the Eastern States; three in
the Southern States; four in the Middle Western States; and
four in the Western and Pacific Coast States,

Thereupon the Commission adjourned until 10:30 a, m.,

Tuesday, December 12, 1911,
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Washington, D. C.,
Tuesday, December 12, 1911,

The Commission met at 11 a. m,

Present: Messrs, ALTRICH (CHAIRMAN), VREFLAND (VICE-
CHAIRMAN), BURROWS, MONEY, BURTON, WEEKS, PADGETT, BONYNGE, and

BURGESS.

Several phases of the plan were discussed at both the
morning and afternoon seegsions, butl no action was taken,

The Commission adjourned at 5 o'clock p, m,, until Wed-

nesday, December 13, 1911, at 10:30 a. m,

- e e e -
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Washington, D, C.,
Wednesday, December 13, 1911,

The Coumiseion met at 10:30 a, m,

Present: Messrs, ALDRICH (CHAIRMAN), VREXLAND (VICE-
CHATRMAN), BURROWS, MONEY, BURTON, WERKS, BONYNGE, PADGE!T,
and BURGESS,

70.
Decided to incorporate a paragruph to place an ob=
ligation or duty on the Reserve Association to maintain its
notes on « parity or & standard as prescribed under section

-==-=-= of the Act of January 14, 19 .,

50,

Senator Nelson was called by the Commission to be
heard on the "~ owing questions: Whether the National Reserve
Association should allow banks to loan a part of the%%xgégasits
on real estate or confine their loans to savings deposits, and
if on general deposits, what proportion of the same; also, what
restrictions should be placed upon such loans and upon what
percentage of the real value, Senator Nelson stated to the Com-
pission that he had investigated this matter thoroughly and his
opinion was that they should be permlitted to negotiate mortgages
on one-tihird of the cash value of farm lands; also that it was

mueh easier to laan on farm vaper than commercial paper) -intes

L o -
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to loan one-ti. ~1 of their time and interest bearing deposits
on real estate, which should be improved and occupied propzsrty,

Whereupon the Commission took a recegs until 2:350 p. m,

The Commission reassenbled at 2:30 p. m,

Present: Messrs, ALDRICH (CHAIRMAN), VREELAND (XCE-
CHATIRMAY), BURROWS, MONEY, WEEKS, BONYNGE, PADGETT, BURGESS,
and PRINCE,

At the sugpestion of the Chairman, it was agreed that
each manber of the Commission be assigned a special section of
the plan as set forth in Senator Aldrich's speech at New Or-
leans on November 21, 1911, and prepare his own ldeas, which

will be enhydied in the final report,

40,
Power of rediscount granted by Sections 32, 39, and
40 shall be exercised through the branch in the district in
which the bank making application for rediscoun®t 1is located,
Whereupon, at 4:30 o'clock p. m,, the Commission ad-
journed until 10:30 a, m,, Thirsday, December 14, 1911,

e oem o we o e
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Wash ington, D. C,,
Thursday, December 14,1911,

The Comnmission met at 10:30 a. m,

Present: Messrs, ALDRICH (CHAIRIMAN), VREELAND (VICE-
CHATRMAN ), BURROWS, MONEY, BURTON, WEEKS, BONYNGE, PADGETT,
BURGESS, and PRINCE,

At the request of the Chairman, Hon. Lawrence 0. Murray,
Comptroller of the Currency, caused to be present a few of
the national bank examiners and state supervisors for the pur-
pose of explaining certain features of the plan and asking
their cooperation in assisting in drafting that part-of the
bill which relates to examinations to be conducted by the
Reserve Association,

The follovi ng gentlemen spoke on the subject and their
remarks are attached hereto: Mr, L, J. Mohundro, Seattle,
Washington; Mr., E. F. Rorebveck, of New York; Mr, Giles L.
Wilson, of Spartanburg, South Carolina; Mr. George Van Tuyl, Jr.,
of Albany, N, Y,; Mr. Arthur B, Chapin, of Boston, Massachusetts;
Mr. F. E. Baxter, of Lima, Ohio; and Mr, B. L. Gill, of Austin,

Texas,

At 1:)5 p, m, the Commission took a recess until 2:30 p. m.
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AFTER RECESS,

The Commission reassempled at 2:30 p., m,

Present: Messrs, ALDRICH (CHAIRMAN), VREELAND (VICE-
CHATIRMAN), BURROWS, MONEY, WEKKS, BONYNGE, and PADGETT,

ur, %/ Perrin 4‘?/7.4(«»«474-&-/)
addressed the Commission on the subject of parmitting the
Reserve Association to make such examinations as it deems
necessary, and his remarks are attached hereto.

At the conclusion of Mr, Perrin's remarks, the Commission
adjourned until 10:30 a. m, Friday, December 15, 1911,

I
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Washington, D, C,,
Friday, December 15, 1911,

The Commission met at 10:30 a, m,
Present: Messrs., ALDRIC:H (CHAIRMAN), VEFFLAND (VICH-
CHAIRMAN), BUKROWS, MONEY, BT:70¥, WFFKS, BONYNGE, PADGEIT,

and BURGESS.

14,

Agreed to strike out the nnydeuﬂ%umhar of directors# in
line 2 and insert the number "46" and also insert at the end of
the seoond paragraph as ex officio members "The Secretary of

Agriculture" thus making 15 directors as provided in section
15, 15 directors (non bunkers) one from each district'represent-
ing commercial and agriculture interests, 9 stock directors,
and 7 ex officio members, or a total of 46,

It was agreed that all directors of the Reserve ‘ssociation,
while serving as such, shall noi be officers or dircctors in any
or other financial 1n3titutioniauch as insurance companies, etc,

It was also agreed to state in the report that the Commis-
8ion was considering the question of bunks making loans to
directors or to institutions of any description in which di-
rectors of the bank are interested, which will be treated in an
appendix.

28,

The branches shall have bv-laws which shall provide far the

appointment of executive and other commi‘tees which shall he
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gubje ct to the approval of the National Reserve Association,
Whereupon the Commigsion took a recess until 2:30 P. m,

LR

AFTER RECESS,

The Commission reassembled at 2:30 p. m.

Present: Messrs., ALDRICH (CHAIRMAN), VREELAND (VICE-
CHAIRMAN), BURROWS, BURTON, WEEKS, BONYIGE, PADGETT, BURGESS,
and PRINCE,

The Comptrelier of the Currency and the National Bank Ex-
aminers and State Supervisors submitted “heir recommendat ions
in regard to examinations conducted by the Reserve Assocliation,
which is attached hereto,

Suggested that standardizution of blanke be adopted by the
Reserve Association for the national and state examinations
of banks,

Whereuvon the Commission adjourned until Monday, December

18, 1911, at 10:30 a, m,




Digitized for FRASER
http://fraser.stlouisfed

BANK EXAMINATIONS, STATE AND
NATIONAL.

WasHINGTON, D. C., December 15, 1911.
To the NartoNal, MONETARY COMMISSION,
Washington, D. C.

GENTLEMEN: We have been asked to consider the ques-
tion of bank examinations, both national and State, in so
far as they may relate to the National Reserve Association,
and after a careful consideration of the question, we beg
to submit our views.

In considering the question in a broad way we have had
in mind two points which seem to us very essential.

First. To avoid the added expense to the banks of
building up the machinery for an entirely separate and
additional system of examination.

Second. To utilize, in so far as possible and practicable,
the existing machinery for bank examinations as estab-
lished to-day for both national and State banks.

It was necessary to carefully consider three important
points, as follows:

First. It is possible that the examinations as they exist
to-day, both State and national, might not meet the re-
quirements of the directors of the National Reserve
Association.

Second. There are a few States where there is no
State supervision of any kind of State banks.

Third. There are a few States where there is State
supervision of State banks, but the executive officer
is not privileged by law to disclose information regarding
banks under his supervision.

0351—11
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psidered each of the above pténts and,
he plan we present obviate§ each diffi-

member banks accept {opies of the reports of the national-

reports of State bank\examiners/for State banks and
trust companies, where \the f hing of such informa-
tion is not contrary to 14w; pro¢ided, however, that the
standard of such examina§ions,/both national and State,
meet the requirements of thfdirectors of the National
Reserve Association.

That in all cases where #fe
either national or State, is fiot up to the said require-
ments, the directors of the Ngtional Reserve Association
shall make or cause to be madelindependent examinations.

That the Directors of tlje National Reserve Association

standard of examination,

:

any time, any member §

| its own representatives.
T‘hat the national ang

xgminers be allowed such

to the directors off the National Resdrve Association, to
the branches they of and to the locgl associations the
information whi serves to the Na-
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We have considered each of the above points and,
in our opinion, the plan we present obviates each diffi-
culty and utilizes, without additional expense to the
banks, the present machinery of bank examinations,
both State and national.

We therefore make the following recommendations:

That the National Reserve Association shall for all
member banks accept copies of the reports of the national-
bank examiners for national banks and copies of the
reports of State bank examiners for State banks and
trust companies, where the furnishing of such informa-
tion is not contrary to law; provided, however, that the
standard of such examinations, both national and State,
meet the requirements of the directors of the National
Reserve Association.

That in all cases where the standard of examination,
either national or State, is not up to the said require-
ments, the directors of the National Reserve Association
shall make or cause to be made independent examinations.

That the Directors of the National Reserve Association
have the right to examine or cause to be examined, at
any time, any member bank, by its own representatives.

That the national and State examiners be allowed such
additional compensation, to be paid by the National Re-
serve Association, for making extra reports to it, as the
directors thereof may consider just and equitable.

The plan which we recommend will in a large measure
avoid the additional expense to the banks of building up
another organization for their examination; it will give
to the directors of the National Reserve Association, to
the branches thereof, and to the local associations the
information which is needed, and it reserves to the Na-
tional Reserve Association the right to make independent
examinations whenever the directors thereof desire to do
so. The plan is simple, practicable, and workable from
the start.
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BANK BXAMINATIONS, STAJE AND
; NATIONAL. '

WASRINGTON, D. C., Pecember 15, 1911.
To the NATIONAL MONETARY COMMJBSION,
! Y ashington, D. C.

GENTLEMEN: We hav@been ask¢d to consider the ques-
tion of bank examination§, both gational and State, in so
far as they may relate to th§ Natibnal Reserve Association,
and after a careful considergtioh of the question, we beg
to submit our views. /

In considering the question 8§ a broad way we have had
in mind two points which sefnfito us very essential.

First. To avoid the addéd égpense to the banks of
building up the machinery for @ entirely separate and
additional system of exapdination.

Second. To utilize, inf#o far as pdgsible and practicable,
the existing machinery for bank ex§minations as estab-
lished to-day for both/hational and Sthte banks.

It was necessary # carefully considgr three important
points, as follows:

First. It is possible that the examinatiyns as they exist
to-day, both Stage and national, might tipt meet the re-
quirements of fghe directors of the Na%onal Reserve
Association, [

Second. Th are a few States where there is no
State su ion of any kind of State banks

Third. are a few States where thef is State
supervisiof of State banks, but the executiye officer
is not prigileged by law to disclose information régarding

der his supervision.
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In addition to this it will have a tendency to standard-
ize on a higher plane all bank examinations.
Very respectfully submitted.
J. L. MoHUNDRO,
State Bank Examiner for the State of W ashingion.
ARTHUR B. CHAPIN,
Bank Commissioner for the
Commonwealth of Massachuseits.
F. E. BAXTER,
Superintendent of Banks for the State of Ohio.
0. L. G,
State Commassioner of Insurance and
Banking for the State of Texas.
Geo. C. VaN Tuvw, Jr.,
Superintendent of Banks for the State of New Y ork.
E. F. ROREBECK,
National Bank Examiner for the City of New Y ork.
GiLEs L. WILsON,
National Bank Examiner for South Carolina and Georgia
and formerly State Bank Examiner for South Carolina.
LAWRENCE O. MURRAY,
Comptroller of the Currency.

(o)
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Washington, D. C.,
¥onday, December 18, 1911.

The Commission met at 10,30 A, M.

Present: Yessrs. Aldrich (Chairman), Vreeland (Vice-Chair-
man), Burrows, Money, Weeks, Bonynge and Padgett.

0. The following paragraph was agreed to be inserted
at the end of paragraph 55 of the plan: "Provided that no
circulating notes shall be issued by the lational Reserve
Association whenever and so long as the reserve herein required
shall fall helow 33 1/3 per cent of such notes outstanding."

70. The following paragraph was agreed to be inserted
to the end of paragraph 70: "That it shall be the auty of
the Naticnal Reserve Association to maintain at all times a
parity of value of their circulating notes with the standard
established by the first section of the act approved lMarch 14,
1900,

Mr. Bonynge thereupon presented to the Chairman the rough
draft of the bill being prepared at the Treasury Department,
which was immediately made the subject of discussion.

Title. Agreed to insert in the title of the vpill alter
the words "United States" in line 2, "and for other purposes.”

Sec., 2, line 1, arter the word "Banks", agreed to strike
out the word "or" and insert the words "and all."

Sec. 3. Agreed to insert in line 1, after the word

"Treasury", the words "the Secretary of Agriculture," and in

Federal Reserve Bank of St. Louis
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line 6, after the words "shall be" insert the words "payable out
of the Treasury," and to strike out the words "paid out of any
money in the Treasury not otherwise appropriated,"

In the second paragraph, line 4, after the word "Associa-
tion," strike out the words "in such places as the said comaittee
way designate."

cec. 4. Third paragraph, line 1, egrucd to atrike out
the words "from time i{c¢ time," and inseri same phrase in line
2 after the word "uay ."

Wiereupon, at 1.00 o'clock P. M., the (ommisgion took a

recess until 2.30 P, M,
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AFPTEFNOON SESSION.

Monday, December 18, 1911.

The Commission reassambled at 2:30 o'clock p.m,

Present: Messrs. Aldrich (Chairman), Vreeland (Vice-
Cnairman), Burrows, Burton, Weeks, Bonynge, Padgett, and
Prince.

iir. Bonynge suggested that when new banks come into
the Association, they should pay for their stock at its
book value at the time of their admission to membership.

The sucgestion was agreed to.

Section 2. The following sugges'ion of Mr. Padgett
was agreed to: That in paragraph 3, under subdivision "b",
after the words "population of", where they first occur,
provision be made whereby cities having a population of
less than 10,000 and not more than 50,000 should be recquired
to have a paid=-in and unimpaired capital of not less than
$50,000.

Upon the suggestion of the Chairman, it was agreed
that no subject headings for different provisions of the
bi1ll be made, that not being the general form followed
in the make=-up of bills.

Section 3. The amendments made at the morning session
of this date are to remain unchanged.

Section 4. Mr. Vreeland thought that at the end of‘
the first paragraph some provision should be made for in=-
dicating clearly ihat, where States are mentionec, it is not
intended to 1limit the size of the districts by State lines.
The Chairman suggested the insertion of the words "having

-
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reference to business centers," or "having reference to the
accommodation of the banks in the territory." Mr. Padgett
suggested that "natural divisions and comrercial relations,
and trade centers" be wused. The Chairﬁan further sugpgest-
ed the words "having relation to the mtural commercial di=-
visions in trade centers;" and lMr. Padgett further suggested
the words, "In forming saic districts, State lines need

not be followed." After considerable discussion, it was
decided to allow the matéer to go over and to have the para-
graph queried, to be taken up later.

Section 5 passed cver.

Section 6. Subject matter of last paragraph to be taken
up later. Remainder of this section agreed to.

Section 7 was agreed to, with the exception that it
was thought that managers for the branches should also be
provided for in the last paragraph.

Section 8. Agreed to. Mr, Padgett suggested that some
provision shoild be made that, in the event the number of
districts is increased above 15, there should be for each
district two additional directors, to be elected as set
forth in paragraphs 1 and 2 of this section.

Section 9. Tt was the unanimous opinion that paragraph
24 of the Revised Plan for Sugrested lMonetary Legidetion
should be inserted at the beginning of the section.

Section 10. To he changed and modified. Pacced over.

—Seetiongr—li—and—lo—Strike out-
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On suggestion of Mr, Padgett, it was sgreed to amend this
section as follows: After the words "execute and file", in-
sert the words "with the fecretary of State a certificate
setting forth the fact of the payment of one hundred mil=-
lions of dollars; and they shall further file with the
Comptroller of the Currency a certificate showing the banks
which have subscribed." MNr. Padgett also suggested that
there should be a further provision that, as the banks sub-
scribe after the organization is complete, the Comptrolier
of the Currency is to be notified of the fact.

Sections 11 and 12. Strike out.

Section 13. The following suggestion of iir. Ponynge
wag agreed tc: That after the words "and under no circum-
stances shall they be", there be inserted the words "hy-
pothecated or". The following suggesticn of lr. Padgett
was agreed to: In line 1 of this section, after the word
"capital”, insert the word "stock". At the suggestion of
the Chairman, it was agreed to strike out the words "ac-
knowledged before a judge of a court of record or z notary
public and shall be". The following suggestion of Nr. Pad~-
gett was agreed to: In the second paragreph of the section,
in next to the last line, before the word "stock", insert
the words "paid=-in". In the third paragraph of this section,
it was agreed to strike ou* the words "acknowledged before
a judge of a court of record or & notary public and shall
be".

Section 1. Agreed to.
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Section 15. Agreed to.

Section 16. The following suggestion of the Chairman
was agreed to!: In line 1, strike out the words "an auditing
cormittee", and insert the words "a board of examination";
in 1line 5, strike out the word "committee”, and insert the
word "board"; in line °, strike out the words "audit the
books", and insert the words "carefully examine the condi-
tion and the business", and in line 7, strike out the word
"report", and insert the word "statement".

Section 17. Mr. Padgett suggested that it be amended
by providing that the powers and duties shall be prescribed
by th- by-laws of the various branches, subject to the ap-
proval of the National Resexrve Associations Upon the
suggestion of the Chaimman,it was agreed to strike out the
words "and length of service".

Section 18. Tt was agreed to strike out the words
"and terms of office". Also, to transfer this section to
place it near otheﬁprovisions as to local association of-
ficials.

Section 19. Agreed to.

It was also agreed that some provision must be made
for incorporating,in a limited way, the lTational Reserve
Association, in which event the words "articles of associa=-
tion", wherever they appear, shall be stricken out,

It was also agreed that after the preliminary work on

the draft of the bill was complete, the provisions should




-5=-

be so rearranged that the various provisions might appear
in their proper and logical order.
The Commission adjourned to meet at 10:30 a.m., Tues-

day, December 19, 1911.
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Washington, D, C,,
Tuesday, December 19, 1911.

The Commission met at 10.30 A, .

Present: Aldrich (Chairman), Vreeland (Vice-Chairmen),
Burrows, 'foney, Weeks, Bonynge and Padgett.

15 lir. Bonynge suggested that there be inserted in the
first paragraph and words "body corporate."

T The Chairman suggested that in Seection ', the second
paragraph, and line 16, the words "commercial and agricultural"
be transposed.

8. Mr, Padgett suggested that in paragraph second of Sec,
8, line 5, to strike out the words "of banks nor" and insert
the word"or".

9. Agreed to strike out in the last line of Section 9,
the words "articles of association or the".

2. Agreed (o insert in Section 2, line 12, after the
word "subscriptions" the words "or any part thereor.,"

The question of the impairment of the capital of the
Reserve Association was brought up by the officials of the
Treasury Department and it was decided that the contingent
fund and the privilege of the call of 50 per cent amply covered
this point,

The question was also raised as to the right of the Assoc-
iation to own real estate and to erect banking houses, and it

was declded that it did have this privilege, with no limit.
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Another question was submitted by the Treasury officials -
whetner the Association will pay for examinations of banks,
and it was suggested that the plan submitted by the State and
National examiners (a copy of which was sent to the Department),
covered this point.

I:. was decided to incorporate the following section of
the report of the state and NMational examiners in the bill:
"That the National %“eserve Association shall for all subscrib-
ing benks accept copies of the reports of the national bank
examiners for national hanks and copies of the reports of
“tate bank examiners for State banks and trust compunies, where
the furnishing of such information is not contrary to law;
provided, however, that the standard of such examinations,
both national and State, must meet the requirments of the
directors of the National Reserve Association."

Sec. 20, Agreed Lo change so as to read as follows:

"The earnings of the llational Reserve Association shall
be disposed of in the following manner:

"After tne payment of all expenses and taxes the share-
holders shall be entitled to receive annually four per centun
on the paid-in capital, which minimwa dividend shall be
cumulative, Further net earnings shall oe paid into a con-
tingent fund which shall be maintained at an amount equal to

one per centumon che paid-in capital, but not to exceed in any

event two million doli.ars, and wanich ghall be used to meet any
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possible losses, and such fund shall upon the final dissolu=-
tion of the lNational ‘eserve Association go to the United States,
and shall not under any circumstances be included in the book
value of the stock, or go to the shareholders. After the
contingent fund has been established one-half of all additional
net earnings shall be paid into the surplus fund of the National
Reserve Association until sd d fund shall amount to twenty
per centum of the pald-in capital, one-fourth shall ve paid
to the United States as a franchise tax, and one-fourih shall
be paid to the shareholders, but when the shareholders'
dividends shall amount to five per cen:m per annum on the
paid-in capital they shall receive no additional dividends.
After the shareholders receive five per centum on the paid-in
capital, one-half of the net earnings shall be added %o the
surplus fund??%ne-half shall be paid to the United States as
a franchise tax, After the shareholders receive five percentum
per ammum on pald-in capital and the surplus fund of the
National Reserve Association amounts to twenty per centum of
that capital, aii excess earnings shall be paid to the nited
States as a franchise tax,"

Agreed to change the location of Section 21, and have same
Tollow section 1, with the following change in the first paras-
graph of same: "Upon duly making and filing a certificate

by the Dboard of directors of the National Reserve Association

Federal Reserve Bank of St. Louis - -
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to the effect that one hundred million dollars of the capital
stock of the Association have been fully pald in, the said
Association shall become as and from date of the filing of
the said certificate a body corporate and as such and by that
name shall have power ---"

Sec. 24, Agreed to strike out in line 1 the words "a
local association may by a vote of two-thirds of its memberg"
and insert the words "The lNational Reserve Associaticn may.”

Sec. 27, Insert "The National Reserve Associatlioa shall
be the principal fiscal agent of the United States."

Te follow Section 31, "Fower of rediscount and dis-
count, granted by Sections 29, 30 and 31, to the National
Reserve Association shall be exercised through the branch
in the district in which the bank making application for
redigscount is located."

Sectiong 29, 30 and 31. Agreed to insert in each of
these sections after the words "National Keserve Association"
in line 1, the words "through its branches."

Sec. 43. Strike out the last szntence and insert the
following: "The National Reserve Association shall pagﬁzie
national and state examiners "or services rendered to it such
compensation as the directors thereof may consider just and
equitable,"

WVhereupon, at 1.30 P, M,, the Commission took & recess

until 2,30 P, M,
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AFTFR RECESS.

The Commission met at 2,30 P, W,

Present: Aldrich (Chairman), Vreeland (Vice-Chairman),
Burrows, loney, Weeks, Bonynge, Padgett and Prince.

Sec, 53. Insert in 1lins 2, after the word "period" the
word "of", and in line 6, after the word"millions" the words
"of dollars,"

Section 5. In line 3, after the word "committee" strike
out the words "or the National Reserve Association," and in
line6, after the word "provided," strike out the words "that
not more than one such association shall be formed in any
city, and". Strike cat all of Section 5 after the second
paragraph and insert the following: "The banks uniting to
form such local associations shall, by the president or vice-
presldent, acting under authority from the board of directors,
make in duplicate and file with the Comptroller of the Currency
and with the lational Reserve Association a certificate setting
forth the names of the banks composing the association, the
principal place of business of the agsgociation, and the name
of the association, which name shal)l be subject to the apnroval
of the lNational Reserve Asznciation. Upon the filing of such
eertificate the local association therein named shall become
a body corporate, and by the name so designated and approved

may sue and be sued and exercise the powers of a body corporate

for the purposes authorized by this act, and not otherwige,"
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Sec, 54. Insert the following: That banking corpora-
tions for carrying on the business of banking and in aid of the
commerce of the United Stutes or its citizens with foreign
countries and to act &s financial agents of the Tnited States
may be formed hy any number of persons, not less in anv cease
than five, who shall enter into articles of association which
shall specify in general terms the object for which the banking
corporation is formed and may contain any other provisions not
inconsistent with the provisions of this act which the
banking corporation may see fit to adopt for the regulation
and conduct of its business and affairs, which said regulations
shall be signed, in duplicate, by the persons uniting to form
the banking corporation and one copy thereof srall be forwarded
to the Comptroller of the Currenecy and the other to the Secretary
of State, to be filed and preserved in their offices.

Sec. 55. That the persons uniting to form such banking
corporation shall under their hands make an organiztion certificate
which shall specify, Tirst, the name assumed by such banking corpor
ation which name shall be subject to approval by the rfomptroller;
second, the foreign country or countries or the dependencies
or colonies of foreign countries or of the inited States where
its operations of discount end deposit are to be carried on;
third, the place in the United States where its home office
shall be located; fourth, the amount of its ecanital stoeck and

the number of shares into which the same shall be divided;
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fifth, the names and places of residence of the shareholders and
the number of shares held by each of them; and, sixth, a de-
claration that said certificate is made to enable such persons
to avail themselves of the advantages of this act.

Sec. 56. That no banking corporation shall be organized
under this aet with a less capital than two million dollars.

Sec. 57. That every banking corporation formed pursuant
to the provisions of this act shall from the date of the
execution of ite orzaniztion certificate bhe « body corporate,
but shall not be authorized %to receive deposits in the Uni-
ted States nor compete with banks in the United States or-
genized either under national or State laws for domestie
business not necessarily related to the business being done
in foreign countries or in the dependencies of the United
States. Such banking corporations shall not have any power
to issue or circulate notes under any of the provisions of
the laws relating to national banks doing business within the
United Stetes. Such banking corvorations shall have full
power to make acceptances of drafts, bills of exchange or
other commercial paper and maturing subsequent to the date
of accuptance. ZEvery such banking corporation shall have
power to purchase or sell securities of the United States or

of any State in the Union or of foreign governments or
subdivisions or municipalities of foreign countries., Each
banking corporation organized hereunder shall have power to
establish and maintain for the transaction of its business

a branch or branches in foreign countries, their dependencies
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or the dependencies of the United Stetes at such places and
under such regulations as the board of directors may deter-
mine to be expedient.

A majority of the members of the board of directors
of such banking corporation shall be citizens of the iUnited
States. Each director shall own in his own right at least
one hundred shares of the capital stock of the banking cor-
poration of which he is a director.

Sec. 58. The annual meeting of every such banking cor=-
poration sha 'l be held at its home orfice in the United
States, and every such banking corporation shall keep at its
home office hooks containing the names of all stockholders
of such banking corporation and uembers of its board of di
rectors, together with copies of the reports furnished by it
to the fomptroller of the Currency exhibiting in detail and
under appropriate heads the resources and liabilities of the
banking corporation. ZEvery such banking corporation shall
make reports to the Comptroller of the Currency at the same
time as national banks make their revorts under existing stat-
utes and shall be subject to exanination, when deemed neces-
sary by the Comptroller of the Currency, through bank examin-
ers appointed b- the Comptroller,

Sec. 59, Any vank doing business in the United States
and beins the owner of stock in the National Reserve Associa-
tion may subscribe to the stock of any banking ceorporation
organized under the provisions of this act, but the aggregate
of such stock held by any one bank shall not exceed ten per

cent of the capital stock of the subscribing bank,
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Sec. 60. That the provisions of all laws relating to

national bunking associations organized ‘hereunder so far
as applicable and not inconsistent with the provisions of

this act shall govern and ~ontrol banking corporations

organized hereunder,

Repeal Aldrich-Vreeland bill, etc., eto.

Whereupon, at 4,30 the Commission adjourned, to meet

Wednesday, December 20, 1911, at 10.30 A, M
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ot

Washington, D. C.,
Wednesday, December 20, 1911.

The Commission met at 10,30 A, I,

DPresent: Aldrich (Chairman), Vreeland (Vice-Chairman),
Burrows, ‘oney, Burton, Weeks, Bongyge, Padgett.

Ur. Arthur Zeynolds, of the Des loines lational Bank,
of Des loines, Iowa, and Mr, Pierre Jay, of the Bank of lMan-
hattan Company, New York City, addressed the Commission on
the subject of permitting National banks to establish savings
departments under the Plan, and their remarks are attached
hereto,

The Commission took & recess at 1.00 until 2.30 P, M.

AFTER RECESS,

The Commission met at 2.30 P. M.

Present: Aldrich (Chairman), Vreeland (Vice-Chairman),
Burrows, Money, Burton, Weeks, Bonynge and Padgett.

The Commission immediately took up a draft of the bill
prepared by the Treasury Department officials, and made it
the subject of discussion during the entire afternoon session,
agreeing to the following changes:

Sec. 2, par. Yourth, line 2, strike out the word "and"
after the word "law" and insert "or."

Par, Fifth, line 2, after the word "manner" strike out

|
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the word "hereinbefore" and insert the word "hereinafter."

Sec. 3. Line 11, after the word "capital" insert the
word "stock."

Line 12, after the word "subscriptions" insert the words
"or any part thereof."

Last line, last paragraph, strike out the word "before."

Sec. 5. Last paragraph, last line, after the word
"Association" insert the words "whenever, in their opinion,
the business of the countiry so requires."

Sec. 6. Second paragraph, line 13, after the word "the"
strike out the words "associated banks" and insert the words
"local association," and in the last line of same puaragraph,

after the word "act" insert the words "and not otherwise."

Third paragraph, line 2, after the word "be" strike out
the word "created" and insert the word "authorized."

Sec, 7. Second paragraph, line 1, after the word "when"
strike out the words "appointed or".

Sec. 8. Second paragraph, line 1, after the word "board"
ingsert the words "of directors," and in line 6 make the word
"Bank" "banks."

Same paragraph, lines 15 and 16, change the arrangement
of the words "industrial, commercial, agricultural," so they

will read "Agricultural, commercial, industrial," and in line

17, after the word "officers" strike out the word "or" and

insert the word "nor."

http://fraser.stlouisfed.org/
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Third paragraph, line 1, strike out after the word "when"
and words "appointed or",

Sec, 9, Second paragraph, lines & and 4, change the
arrangement of the words "industrial, commercial, agricul-
turai" so they will read "agricultural, commercial, indus-
trial."

Fifth paragraph, line 3, after the words "nor of any of"
strike out the word "the" and insert the word "its."

Sec., l0.Last line, strike out the words "articles of
association or the",.

Sec. 15. Line 7, before the word "branches" strike ott
the word "the" and insert the word "its."

pee, 16, Line 5, after the words "time by the" strike
out the words "same authority" and insert the words "governor
with the approval of the executive committee of the National
Heserve Association."

Sec. 18. Line 6, after the word "shareholders" strike
out the words "and creditors" and in line 8, strike out the
words "veriried by the oath of the governor or deputy governor,"

Sec.: 19. Jecond paragraph, line 10, after the word
"Association" strike oul the word "go" and insert the words
"be pald", and in line 12, after the words "stock or" strike
out the word "go" and insert the words "be vaid. Also in

line 20, after the word "capital" strike out the word "but"
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2nd insert the word "provided" and in line 21, after the word
"year" stirike out the word "but" and insert a semi-colon, and
ir line 26, after the word "shall" strike out the word "go"
and insert the words "be paid."

Section 23, Lest line, after the word "act" insert the
word "provided" and then insert the entire gection 22,

Sec., 27, Line 5, before the word "notes" sﬁrike out
the word "only,"

Sec. 30, Line 2, strike out the words "by sections 27,
28, and 29", and insert in line 3, after the word "Association"
the words by sec*tions twenty-seven, twenty-eight and twenty-
nine of this act."

lfzke a new section between 31 and 52, and insert the
following: "National banks shall be authorized to accept
commercial paper drawn upon them, having not more than four
months to run, proverly secured, and arising out of commercial
transactions. The amount of such acceptances outstanding
shall not exceed one-half the capital and surplus of the
accepting bank, and shall be subject to the restrictions of
section fifty two hundred of the Revised Statutes,"

Sec. 33, Line 2, after the word "bondg" insert a semi-
colon, and in line 3 strike out the words "having not more

than one year to run" and insert the same words in line 5

after the word "government,"

Sec. 35, Line 4, after the word "board" insert the

Federal Reserve Bank of St. Louis
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words "of directors", and inline 6 after the word "must"
strike out the words "have arisen" and insert the word "arise."

Sec, 36. Line 4, after the word "purchasing" strike
out the word "and" and insert a coma, and in line 8, after
the word "exchange" strike out ihe words "which have arisen"
end insert the word "arising."

Sec. 37. Line 10, after the words "by the" strike out
the word "directors" and insert the word "manager," and in
line 11, after'the word "originates" strike out the words
"or n executive committee thereof."

Sec, 38, Paragraph Fourth, line 2, before the word
"association" strike out the word "the" and insert the word
"said."

Sec. 39. Strike out the entire paragraph entitled
"Ihird.®

Sec., 42, Line 1, after the words "of the" insert the
words "Nationul Reserve",

Sec, 43. Line 5, after the word"Currency" insert the
words "by said association."

Make a new paragraph between Sections 44 and 45, as
follows: "All reports of national bank examiners in regard
to the condition of banks shall hereafter be made in duplicate,
and one copy shall be filed with the National Reserve Assoc-
iation for the confidential use of its executive officers and

branch nanagers."
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Sec. 45. Line 8, after the word "requirements" strike
out the word "eof" and insert the words "prescribed by".

Sec. 46. Tine 3, after the word "May" strike out the
words "if they choose."

Sec. 47. Line 1, after the word "association" strike
out the word "must" and insert the word "shall," and in line
10 strike the word "fast" and in line 11 strike the first
word "as,"

Sec, 48. Line 3 strike out the words "United States "
the second time they are used and insert xkmm after the word
"ponds" the words "cf the nited States."

Sec. 49, Line 4, after the words "lawful money" insert
the words "gold bullion or foreign gold coin."

Hec. bH. Line 6, after the word "million" ingert the
word "dollars.,"

Whereupon, at 5,30, P, M,, the Commission adjourned to

meet Thursday morning, December 21, 1911, at 10.30 A, M,
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Washington, D.C.,

Thursday, Decerber 21, 1911.

Tne Commission met at 10:30 a.m.

Present, Mesrs. Aldrich (Chairman), Vreeland (Vice-
Chairman), Burrows, lloney, Burton, Weeks, Bonynge, and Pad-
gett.

Section 3. Line 14, after the words "two hundred",
strike out the words "and fifty"; 1line 17, after the words
"two hundred",strike out the words "and fifty"; line 18,
after the words "not more than", strike out the word "four"
and insert the word "three"; in line 19, after the words "not
less than" strike out the word "four" and insert the word
"three"; line 21, strike out the word "four" and insert the
word "three"; in the same line after the word "inhabitants",
irsert the words "and nct more than four hundred thousand
inhabitants"; line 22, after the words "not less than",
stirike out the word "five" and insert the word “fourt: in
the last line, after the word "dellars", insert the words
"and if located in a city having a pooulation of more than
four hundred thousand inhabitants shall have a paid=in and
unimpaired capital of not less than five hundred thousand
dollars."

Section 39. Arreed to insert the following paragraph
at the close of this section: "National banks may loan not
more than thirty per centum of their time deposits, as here-
in defined, wupon improved and unencumbered real estate, such

loans not to exceed fifty per centum of the actual value of

.
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