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F E D E R A L R E S E R V E S Y S T E M 

Office Correspondence Date January 17 , 1940 

To The F i l e s Subject : Conversat ion w i t h Mr* Char les 
W* C o l l i n s r e l i c e n s i n g of 

From Mr- Wya t t f General Counsel S ta te member banks» 

Mr® Char les W* C o l l i n s , Washington l e g a l r e p r e s e n t a t i v e o f t h e 
Bank o f America N* T# & S* A * , o f San F r a n c i s c o , C a l i f o r n i a , c a l l e d me 
on t h e te lephone t h i s morning and we had a conve rsa t i on , t h e substance 
of wh ich i s set f o r t h belows 

Mr* C o l l i n s s t a r t e d by saying t h a t he wanted some " f r e e l e g a l 
adv i ce " • He sa id t h a t h i s o p i n i o n had been requested on t h e ques t i on 
whether i t i s necessary f o r a new Sta te bank app l y i ng f o r membership i n 
t he Federa l Reserve System t o o b t a i n a l i c e n s e f rom t he Secre tary of t h e 
Treasury* 

I t o l d him t h a t t h e answer t o the ques t i on i s " y e s " . He expressed 
some s u r p r i s e and wanted t o know where t he l e g a l requi rement i s * I sug-
gested t h a t he read s e c t i o n 5 (b ) o f t h e Trad ing Wi th t h e Enemy Act and 
s e c t i o n 4 of t h e Emergency Banking Ac t of March 9 , 1933* 

He sa i d t h a t he had them be fo re him and had a l ready read them* 
I t h e n went on t o e x p l a i n t h a t , under t h e proc lamat ions issued by t h e 
Pres ident a t t h e t ime of the bank h o l i d a y and wh ich have not y e t been 
revoked or repea led , member banks are f o r b i d d e n t o t r a n s a c t any business 
except t o t h e ex ten t p e r m i t t e d by l i censes i ssued by t he Secre tary o f 
the Treasury* 

Mr* C o l l i n s expressed su rp r i se a t t h i s and i n q u i r e d whether t he 
Board cou ld approve a Sta te bank f o r membership w i t h o u t a l i c e n s e hav ing 
been issued* 

I r e p l i e d t h a t t h e Board cou ld approve a bank f o r membership 
p r i o r t o t he issuance of a l i c e n s e ; bu t t h a t , i n p r a c t i c e , a bank i s no t 
p e r m i t t e d t o complete i t s membership u n t i l i t has obta ined a l i c e n s e f rom 
t he Secre ta ry of t h e Treasury* 

Mr* C o l l i n s t h e n commented t h a t , i f t h e bank has t o get a l i c e n s e 
f rom t he Sec re ta ry of t h e T reasury , i t might as w e l l work t he ma t te r out 
w i t h t h e Secre ta ry i n t h e f i r s t p lace and t h a t t he bank " c o u l d n ' t a f f o r d 
t o pu t i t s e l f out on a l imb and r u n t he r i s k of l o s i n g i t s depos i t i n s u r -
ance"* 

( I d i d not p o i n t out t o Mr* C o l l i n s t h a t a nonmember i nsu red 
bank does no t need t o have a l i c e n s e , because he might have const rued 
i t as a suggest ion t h a t t h e bank should reorgan ize as a nonmember bank* 
Fur thermore, I had e x p l i c i t l y s ta ted t h a t "member banks" are r e q u i r e d 
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t o o b t a i n l i c e n s e s and I f e l t t h a t he ought t o be ab le t o reach h i s own 
conc lus ions or a t l e a s t make h i s own i n q u i r i e s about nonmember i n s u r e d 
b a n k s . ) 

Mr . C o l l i n s t h e n wanted t o know t h e exac t mechan ica l s teps by 
wh i ch a l i c e n s e i s i ssued and whether t h e Board 1s r e g u l a t i o n s or c o n d i -
t i o n s o f membership r e q u i r e newly a d m i t t e d S t a t e banks t o o b t a i n l i c e n s e s . 

I d i d no t have t h e d e t a i l s a t my f i n g e r t i p s , b u t c o n f e r r e d w i t h 
M r . W i n g f i e l d and c a l l e d Mr . C o l l i n s back and adv ised h im as f o l l o w s ; 

There i s n o t h i n g i n t h e Boa rd ' s r e g u l a t i o n s o r c o n d i t i o n s o f mem-
b e r s h i p r e q u i r i n g S t a t e member banks t o o b t a i n l i c e n s e s ; b u t t h e Board has 
i s sued gene ra l i n s t r u c t i o n s t o t h e Federa l Reserve banks under wh i ch t h e y 
do no t i ssue Fede ra l Reserve bank s tock t o newly a d m i t t e d S ta te banks un-
t i l such banks have ob ta ined l i c e n s e s . I t o l d h im t h a t , a f t e r t h e Board 
has approved a bank f o r membership, t h e Fede ra l Reserve bank t e l e g r a p h s 
t h e S e c r e t a r y o f t h e T reasury recommending t h a t a l i c e n s e be i ssued t o 
t h e bank , and t h e S e c r e t a r y sends t h e Federa l Reserve bank a t e l e g r a p h i c 
r e p l y a u t h o r i z i n g i t t o i ssue a l i c e n s e t o t h e bank , as agent f o r t h e 
S e c r e t a r y of t h e T r e a s u r y . The Fede ra l Reserve bank vri . l l no t i ssue t he 
Fede ra l Reserve bank s tock u n t i l t h e issuance o f t h e l i c e n s e has been 
a u t h o r i z e d . 

I t o l d Mr . C o l l i n s t h a t t h e Fede ra l Reserve banks have no 
b l a n k e t a u t h o r i t y t o i s sue such l i c e n s e s as agents f o r t h e Sec re ta r y o f 
t h e T reasury b u t i s sue them o n l y upon s p e c i f i c a u t h o r i z a t i o n by t h e Secre-
t a r y i n each i n d i v i d u a l case. 

M r . C o l l i n s t h e n commented, "That sews i t up c o m p l e t e l y " . 

Mr . C o l l i n s had reques ted a copy of R e g u l a t i o n H i n i t s l a t e s t 
r e v i s e d f o r m and, a f t e r a r r a n g i n g f o r h im t o send t o t h i s o f f i c e f o r a 
copy, t h e c o n v e r s a t i o n was t e r m i n a t e d . 

^ f a l t e r Wy&fct, 
Genera l Counse l . 
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