MEETING OF THE COMMITTEE ON BANKING LEGISLATION

January 12, 1937
10315 AJN,.

Present: OSecretary dorgenthau
Je Fo Te O'Connor
Leo T, Crovley
Harriner Fccles
Daniel ¥W. Bell
Jesse Jones
Cyril B, Upham

Crowley: In the Banking Act of 1935 there were certaln pro-
visions made regsrding liguidations, and the thought
thnet we have in our mind - we do not want to interfere
with anything that ¥r, O'Connor wants, but we do not
want anything to interfere with us, And we recommended
last year that the enebling clause be put in there to
the effect that nothing in this Act would affect
Gection 12 of the Federal Reserve iAct of 1935, regerd-
ing the powers given to the Federzl Deposit Insurance
Corporation, And this deals with liquidation of
closed banks and stockholders and things like that,

i which in our Judgment is perfectly all right providing
it 12 restricted to banks closed prior to January 1,
1934, because the banks that have closed since Januery
1, 1934, were insured banks, ind the thing that we
want 1s that enabling clsuse in there that protects
the Federal Deposit Insurance.

Now, there is a disagreement between Mr, C'Connor

and ourselves as to whether it should go in. But

our argument 1s that if it is not necessary it does

ne harm, :nd 1f it is necessary it is a good provision,
G'Connor: #aich one of the bills is that?
Crowleys It deals with the zllocation of expenses,

0'Connors Which one? Here's the first - Capital Requirements,
Now, 18 that.cee.

Crowleyt e see nc objection that that be included in the
legislation,

O'Connort Let's take it up here. It has nothing to do with
capltal requirements for conversion?

Crowleys No, we don't care about that.
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Just so we can get them straight on this memorsndunm,
Kow, the next one is Liability Upon Sheres of Common
Stock of National Banking Associations Resulting from
the Conversion of a ftate Bank into the Nationa
8ystem, Nothing to do with that,

Ho.

Then Rumber Three - Dividends
Nothing to do with that.

Tuat's the second.
onn Common Btock,

I had something to say on Number Three,
¥ell, let's clear up thies first,

¥het we care about 1S...440

It's Huaber Pive on Page 3.

Nunmber Five,

¥Well, I have another one,.

Next page., You are on Page 2, Dividends on Common

Stock,
Regulatory Powers, next page, 3.
Page 2, Number Three,

Bo, Page 3, Number Five, 18 the one that Mr. Crowley
is referring to.

He was going to read that finally, I'm sorry, I
thought we'd get clear on these and....

What Mr, O'Connor wants to do 1s to go over every
one and you (Crowley) check the ones that youseee

Now, on Page 3 is this Kumber Four - Fees for
Examinaticn of Credlit Unions.

%o don't care for that,

Number Five 12 Regulatory Powers,
WHere YoUeseeeo

How, 1s that
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¥e'd like to have in the Regulatory Powers that

any regulatory power to be given is - it doesn't
affect the legislation of 1935, In other words,
what we want, gentlemen - we don't want any powers
now that sre going to give any right or regulation
that cencels powers given to us in 1935, If this
is legislation that deals with things prior to
Federal Deposit Insurance, that 1is perfectly satis-
factory, but not since.

Oh. That applies to Five, Leo?
That's right, on Page 3.
Now, on Page 4, Apportionment of Salaries.

Now, wait & minute, That's National Bank rules and
things like that., Then we get over into SBalaries,

The only thing that we say - we don't care what you
allocate in the way of sslaries to your own offices

or to the recelverships that you had prior to 1934,
but we want no salaries allocated to our receiverships
since January 1, 1934, because that is an expense that
we Carry.

You want no - no additional aalaries? You are supposed
to carry it?

Yes, we do carry 1t,
Then you don't want additional.
That's right,

In other words, you don't want the two offices allo-
cating saleries against cne receivership,.

How he allocates his expense throughout his offices
iz none of cur business.

Now, that - the simplest thing to us 1s that if you
wili Just simply put in that clause in there that
notiiing in this Act will affect Eection 12 of the
Federal Reserve ict of 1935 as far as Federal Deposit
Insurance is concerned, that will take care of our end
of the thing.
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0'Connors Well, of course, I think Mr, Crowley's statement is
probably too broad., What he says - that we carry
the expense of the receiverships - that, of course,
iz not a fact., The expense of receivership is borne
by the receivership trust and Congress has imposed
upen the Comptroller's office certsin duties and
regsponsibilities with reference to the receivership
trust, becsuse the change is that the Comptroller
shall appoint the Federal Deposit Insurence Corpora-
tion, a&nd then with elaborate detail the statute goes
on, Therefore, it is the trust that pays the expense,

Row, whatever expense is incurred by the Comptroller's
office heg got to be pald by the trust, and the same
with the Federal Deposit)y whatever expense is incurred
there, it's got to be paid from the trust,

Kow, from Mr., Crowley's statement, the Comptroller
shall have no power for alloensting or charging any
expense against a trust for which he iz responsible.

Helodrs Let ma ask you & question just for my information,
see? This question of issuing - letting the
Comptroller have powers to issue rules and regulse
tions, sece? - is that something new?

O'Connors That is new to this extent, Mr., Secretary: thet we
found & number of cases where we don't want to have
2 specific statute, but we feel we ough! to have - to
be able to adopt 2z rule or & regulation, For instance,
let me give you n conerete illustration., At the present
time, 2 National Bank can keep the key of the owner
or renter of a deposit box in the bank, so that the
bank or the employees may have access to that, Ve
feel that in no case ghould a Nationael Bank have any
control or even be able to receive the key of that
depositor., If he keeps it in there - we have had &
lot of claims filed, we have hzd & lot of trouble,

HeMeJrs Well, let me ask you this, If you are given this
authority to issue these rules and regulations, they
in effect become & law, don't they?

0'Connor: Yes, sir,

Hellodrs Well, why - if Congress is going to give that author-
ity, why shouldn't that authority be given to the
Secretary of the Treasury?
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Onh, I'd rether heve L1t there.
What?

I'd rather,

Thet would be setisfectory to ze, per-
fectly. :

I mesn wiy shouldn't - I mean s fer e#s I know there
i3 no other of the 17 sgencles w»e¢ have thst cen izsue
rules snd regulations, 7Teke Customs, for instence,

The Comnissioner of Customs een't issue ¢ rule snd
regulation without subuzitting it to me for =y spproval,
That would be setisfaetory to us, ¥r, Secretary,

Isn't thst right, Bell? I mean the Commissioner of
Customsee.

Yes
Wnet?
Thet's right.

They go out as Treasury decislions, don't they, huh? -
Tressury rulings?

#ell yes, that's right. But they hsve regulations,
too, which sre issued, but you ususlly approve them.

But the suthority rests -
- with the Secretery of the Treessury.

dell, wouldn't thet possibly eese this situstion off
e little bit2

Sure.

You mesn the two (pointing to O'Conrnor and himsell)?
Yes

Ko, that don't do it,

What?
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Crowley:? For this resson. 7The Federsl Reserve ict of 1935
geve to the Federsl Deposit Insurence certain rights,
Now, we &re not interested in wnet regulatlons or
powers the Comptroller nas for his own office, but
we don't went &ny aisunderstending thet anyone's got
¢ right to regulate that'z going to affect the
Federul Ueposit Insurance worporstion, other then -
unless you chunge the law.

Kow, us far &s receliverships are concerned, that's
been & controversizl thing for & long time. Ve
haven't been e¢ntirely in sccord, However, we
haven't had eny difficulty in getting slong. DBut
eventuslly thot's got to be faced to determine the
definite vowers. But in the meentime, until you get
in the plece thet you &re going to fece 2 lot of
these things, sll ~e ask 18 thst you don't rermit
anything thet is going to meke this zny more con-
flicting then it iz now. When Congress gives the
right to do certain things, I don't think we ought
to regulete - to in some way misconstrue what Congress
intended,

Jones: In sdministration?
Crowley: In sdministration.

low, this thing can be simplilfied so simply. If
there 13 nothing in this bill thet coenflliets - ¢nd
we asren't asking for snything et all - if there is
nothing in there thet does conflict, then we went it.

Leecles: Let me give the lasngusge that I think ought to go in.
Now, we sre interested to the scme extent, because
the Federal Heserve Bosrd hes the responsibility of
issuing reguletions, and of coursge asll Nations=l Banks
are meabers of the Federazl Reserve 8ystem, &8 well
a8 certein state member benks, snd in going over tais
matter witn our Board and steff this is what we have
to sey about it:

"8pecific metters which may be mede subject to the
proposed reguletory power should be sxpressly set
forth in the lesw, snd the regulsztory suthority should
epply to no others."
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I think we can shorten it e little more., XNr.
Crowley's point on whetever particuler section here -
all of them, for thst metter - if that is covered by
derriner's point, thet - end is sgreecble to the
Tressury over here - well, thzt will clesr up then
all the objections thst the Federsl Deposit Insur-
snce Corporation haes.

Well, the only point, as I sey - you have agreed

to that - 4f esny agency which 1s in the Treasury
gets the suthiority from Congress to issue rules end
regulstions - I meesn I went it to go over my sigha-
ture. I mean I don't want an agency in the Treasury
iz3uing rules end regulations thet I don't heve the
control over. I either want the agency in the
Treasury or out of it,

You mean to have it spproved by znd with the consent
of the Secretary.

Ho, Jjust reed the way all the other euthority....

That means that somedbody elsa, an Lasistent fecretary,
dould do it,

Bo, Jjust have it read thet rules cnd regulations - I
don't know what the legsl lengusge 1s, but I mesn -
I mesn there alght be perfectly well some other
Jecretary of the Treasury or some other Comptiroller,
and the Comptroller issue regulations which would be
absolutely - I'd be opposed to 1it, but I'd hazve
nothing, I couldn't stop it.

So I simply say that ss long os the Comptrollert's
office 48 in the Tressury end we ere going to get
euthority to issue rules and reguletions, I want thst
suthority to rest with the Secretary of the Treassury;
that's all. And 8o fsr &s I znow, I don't ~ we
haven't - there hasn't been any conflict so far,

I'm sure the Comptroller won't object to that.

Oh no. In other words, Mr, Secretary, on Hegulstory
Fowers - now, if thet is introduced, then the point
there is that whetever regulstory powsers sre given
should in usuesl lzngusze be issued under the Secre-
tary of the Treesury. Is that it?

Yes,
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Bow we've got thet out of the way.

Then you are going to consider Fecles'! suggestion
as to hils langusge.

Thet's right.

8o that whetever the Trecssury regulsastions sre should
not be in conflict with any other reguletion of any
other finsncisl agency of the Covernment. Isnft
thet bollimg it down, ELccles?

Yes. ¥ithim the jurisdiction or im confifct with
other esteblishments of the Governasnt,

Well now, Mr, Crowley wants to study tb&t‘ ¥r.

Ot onnor wents to study thet, and why don't we

say that -~ that Hdr. Jones' suggestion of you three
seople studying it, snd let us study it with
J*Connor snd then if we are sll in sgreement we'll
Just report back it is clesred,

“ell now, ir. Becretery, to carry out your thought
on this Reguletory Powers, Just o - we don't =znt
to be inconsistent with the present law. ¥ould you
esk Congress to smend ull itne other statutes?
Because there is 2 grest asmount of that. For
instance, I'll give you & very Llumportant one where
Congreas lmposes ¢ duty upon the Compilroller of the
Currency to issue regulations with reference to the
securitles purchesed - that cen be purchesed by the
Banz for investment purposes. Now, there is @
grest meny of those statutes whlch heve been there
for sixty years or more, snd to be consistent, I
Just wanted to point out the....

Well, it's never been relsed with me before, but

I have never lelt since I've been here tnat the
relationship between the office of the Comptreller
of the Currency and the rest of the Iressury is
setisfectory, becsuse it is different from enything
else in the %roasury.

ind the way I feel is like it is in this Federsl
slecohol Control when the question ceme up as to
how to nandle Federal Alcohwl Control. 1 meen my
position with the President i3 thut "Plesse either
put 1t in the “ressury or definitely take 1% out.®
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This man Alexander is there, He's there now.
Congress pessed & lew creating & Commission.

The President never filled the Commission, so
therefore it 1s still there. He nszs to submit all
his sslaries snd 21l his appolntments Just the way
the others do., He holds the hesrings on his rules
and regulations and they send them up to me &nd
I've cot to sign them, but I can't participate in
the hearinge. I can't jarticipste in the hearings.
Isn't thst right, Dan?

I don't xnow, now,

#eil, it 1s, I cen't., I cen send & men there. In
one ¢nse I did send & man - this iz Just in the
fazily -~ end they wouldntt even let him sit up at
the table. He had to go out of the room asnd find &
chair to find & plece to sit. 8o I went to the
Pregsident. "Now pleszse, if you want me responsible
for Federal Alcohol Control - either give it to us,
mexe it & part of the Duresu of Internsl Hevenue,

or kick it out and aszke it en 1ndependent Commission,
beczuse I can't be responsible."” Zind I feel thet Af
it is going to reise ~ I am satisiied to lesve 1t es
it 1s, but if we &re going.eees

That's what I wanted to call your asttentiom to, ¥r.
Secretary.

If we ere going to chenge it, I'd like to mske 1t
either Ilndependent or an integral part of the Treasury.

That's the Comptrolierts office.

That's the Comptroller's office. I elther went to be
really responsible or not, I mean you, for instance -
you cen't sproint an Exsuiner...

Not without your spprovel.

ssssunless I sign it.

Or sn Assistent hxa:iner, I cen't appoint an hssistent
Lxaminer,

But, on the other hend, you cen do & lot of things over
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which I have no control,

Thet's right, Like the one I mentioned and &
grest sany others.

Yow, up to now there's been no conflicts.
Rever.

But the dey might come when there would be, znd the
responsibility on both you end I is too heavy to
have this uncertisin suthority.

That's right,

ind 1f we sre going to go into 1t &t #ll, I%: rather
clean it up one wey or the other.

That's why I wented to cell your asttention to the
fect that...

I nmean I've had this out with the President and -
on Federsl Alcohol Contrel. *é have had it out,

&énd my position there hus been sbsclutely eitner

put it in Internal Revenue or kick it out.

Your position on this is to clerify your relation
zlso on this point, but on the whole ilssue....

If we sre going to go into it, I'd like to clear

up our whole relstionship - our whole relationship,
because some day there might be & very laportant

thing cowme up and the Presldent might perfectly well
send for me and ssy, "Why didn't you do so and so?"

And I'd heve to snswer thet I didn't have the asuthority,
end he'll say, "Why didn't you bring thet to ay atten-
tion three yeers &ago?"

It seems to ze this guestion....

I mean I didn't - this isn't - I want to zay to
OfConnor I didn't know this wes coming up, but youlve
asked me if you do the one regulstion -

Yes

-~ how sbout #ll the others. If you want the snswer to
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the question, if we do thls we ought to do 1t =11,

That's why I wanted you to know thsat there were @
grest meny others.

Dan?

It seems to me this prohibition here against issuing
regulations in conflict, as fer 23 the Treasury is
concerned should work both ways. No one elsge should
izsue reguletions in conflict with those of the
Treesury. It 1s &3 strong one way #8 it is the other.

Hell, except herc you &re asking for.e..
No, I think that's a very good point,

Except you #re asking for a chenge in broad regulatory
powers.

#ell, there should be coordination,
#ell, so far a8 I know, we don't have DOWEr 10..see

Ho, I think he's right, thst both the Federsl HReserve

end the Federal Deposit Insursnce can't issue regulstions
which are in conflict with the Comptrollerts office,

That 1s & good point,

The reguiations we can lssue sre specific. licw, whst
you are getting to here is getting awey from specific
regulatory powers into the fleld thsat 1t becomes
general, Now, I would sey thst if we were ssking,

or the Federzl Deposit Insursnce Corporstion or any
other sgency were ssking, for general powers with
reference to issulng regulations, then it should zlso
have thet specific lsngusge. I don't object to heving
that languege now, even though there £8 no resl
necessity for 1it.

%ell, the only right of regulsation we have, Harriner,
is the right of reguletion where it is definitely
specified in the law, That's the reguluation that

we nave; you heve too,

That's right.

How, I have no objection in the world that - we
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certainly wouldn't have any right to issue 2
regulation that would conflict with something
thet you people heve already issued reguletions
on. But we ought to try to be uniform; thet's
ay point,

day I sey at this point - I should have saild this
thing st first, end that is - end I did interrupt
for one minute - &end thet is thlis: I think when
we get tihrough with this thet we went to decide
d0 we want any banking legilslstion thls yecr,
Now, thaet - that, I think - I juat want to raise
that whole juestion before w#we leave here today,
end - do we went sny banking legisletlion?

I think that 1s very important,
What?
I think that is very iamportant.

I zanted to say that at the begiuning, dbut I dldn't,
But I waent to say now thet I don't - I'd like to
reserve the rizht when we get through this morning
to relse that point. Do we went eny benking legls-
lation? '

Now, with &«ll the interruptions, will you plesse go on?
That's very pertinent.

What?

That!s very uvertinent,

I want to have the right to roise thet question st
the conclusion of this meeting.

¥#ell now, the only other cne, ¥r, Becretary, that

I have is the banking code - or is the buillding &nd
loen code. How, the Governor has -~ he's got some
other suggestions.

Well, Just one. There iz this regulatory aatter
end the other. No need of takimg tize up there
becwuse I tinink cur fellows cen get together with
reference to Provision Three, Lividends on Common
Stock. |
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Oh yes.

That's rather technicel, It gets down to & guestion
of definition of surplus funds snd undivided proifits,
There is alzo the guestion of the bed debt definition.

Jes,.

How, of course, we #re interested in it, =s I sey,
because these benks ere sll members snd we have @
Joint ~ we use your exeminstions snd we have & Joint
relsztionship in connection with it. Jjnd I would suge
gest In copnection with Three, then -

Three, yes.

- Dividends osnd Common Stock, that we might get
together and see if we can't rgree on some nodifice-
tion there. The only thing we had - this regulitory
one wes the only one thet we had eny stirong objections
to. On the other one we have suggestions that we
think sre desirsble.

Bow, M¥r. Secretary, on the vividends, there is the
only point that ay office 1s concerned ebout, snd

it concerne & great meny of the Netionsl Banks., The
stetute grovides thst the Netional Beanks may declere
& semi-annuel cividend, & greest many ol the benxs -
Hational Basnks - have been declaring quarterly divi-
dends., Frankly, we can't see sny reeson why a2 bank
shoulidn't declere s dividend whenever they wasnt to
declere it. But they keep writinz us &nd we cen't
say, "0o zhead aznd declere it," beczuse of the law,

Now, I have letters in there now from e cpuple of
Hetional Benks asking =me whet is going to happen.
Well, I can't say, "Go ahe2d and declare them snyway,"
when the law seys they may declare tiem gsemi-snnually.
xgu,tthat is the only one point zy office is concerned
about,

That's been - how long did you tell me that's been
in vogue?

About fifty years,
hbout fifty yeers. Now, they've been doling 1t...
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¥sny of then, yes, beccuse they are afraid of the
Comptroller.

But many bvenks declare quarterly dividends, ond
many - I'a guilty in that ayself, end you celled
my sttention to thet. ¥We pey them in December
for the whole yeur,

You're the worst trensgressor I got,
The point welve got nes nothing to d¢o with that,

fhen everybody else is through, I've got one
suggestion ond that's allesevsse ind that's the
point you reise, that the President has some very
iaportant legisiation that he wants to get through
and I think thet the banking legislation ocught to
walt until that's finished.

You meen before 1t 1g introduced?

Yes, before it is introduced., I think we ought to
work together in the nesntlime, get &n =zgreement, il
we can, on these things.

Well, mey I ssy right slong thst liune whati we did.
4fter 21l there was this emergency legislation. I
think it's the first time, certainly since I've been
in Washington, the three sgencles walked up onr the
H1ll together in complete accord. Ve sew all the
Lemoorstic lesders. Conlerence leated two hours,

We got everything which we were entitled to snd left
them with = smile on thelr feace.

Yes, everybody Lappy.

Now, it wes unijue in my experience. It's never nsp-
sened, I mesn, before that we were =ble to go up
there, the three sgencles,

Two hours getting & unenimous agreement. Thet wuS....
Not & discord.

nd we welked off end left & complete good tsste in

their mouths - "Fell, #t least here's three ezencies" -
end 1t's (uestionsble whether the President will heve to



14t his little finger, whether they'll cell up
enybody =t the White House to bother. How, I
think that before we went the President snew
exectly what we were going up for and 1t had his
epproval,

Now, I think before we do this thing we ought to
be in complete zgreement if possible, then submit
& boiled-down memorsndum to him -~ maybe hetll see
us - and meybe say, "Now, ¥r, President, this is
whet we've cgreed on. Here's what we can't sgree
on." Whst ere issues, see?

Jones: ind not do that, Henry, until these things - not
Just these emergency things, but these other bigger...

HeioJr: No, I want to be fair to these gentlemen., I think
&8 SO0On @s we neve an agreement, then I'd submit it
to him, Then it's up to him to ssy.

I mean I don't went Lo sey - using Crowley &8s an
exumple, beceuse he wesn't in on this - let's say

R thet Crowley needs something. I mesn I think {tt's
up to the President to decide. "Now, Crowley, you
wait until after the first of February untll we
get these other things snd then we'll get to that.®
Or he may sey,."No, go shesd. It's sll right. Intro-
duce your bill,"

Jonest Well, I understend st our lest meeting that everybody
sgreed that we could get slong without legislation,
but some wss desirsble. That's my point. If the....

HoHodr: Well, I know whet youlve got in your mind, and from
my own Treesury interest I'd rsther wait, But I am
chairmen of & meeting znd as such I should be lmpsr-
tisl and I simply say thet if we cen agree on what
we went, then I think we should let the President
say, "Boys, I'd like you to wgit,” or "o shesd."

Jones: He must say.

Helfodrs He must say, yes; that's all, ¥e sre not differing
except thet I don't feel that, a3 zn lmpertial chairmean,
if we come to sn egreement - &3 soon &8 we come to an
sgreecent, I should submit it to the President. That's
whet I'm supposed to do,
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Jones: I think that's entirely right, I reiterzte whet
I think from this stendpoint: the things thet he
i3 primarily interested in end thet he thinks zre
importent should be well along.

HeModr: bz Eecrctary of the Treasury, I sgree with you, but
8 cheirmsn &8 soon &8 we've come to an vgreement I
feel I've got to give it to him end let aim declde.

Jones: Well, I have egreed to that plght slong.
Crowley: Well, isn't the firast thing, ¥r. Secretery, that we've
got to sgree on - snd tnet ig what - Mr. O‘Connor

hes nis leglsletion end ¥arriner hes his - ¢3 to
wnether we ere going to have any leglsletion et 2ll,
or not, whether it is importent that we heve i{t,
How then, iI it 1s importent thet we have it, then
these bills that heve been enalyzed for both those
orgenizations - end here we set Federasl Deposit in
the third position, right in the center. Now, if
Federal Reserve is goling to ask for things thet ere
going to strengthen its position, &nd the Comptroller
K is going bto c8k for certein things thet sre going to
strengtiien nis position with reference to Federsl
Deposit - becsuse we are in this pozition: under the
lew we sre scting under now, the Federzl Reserve end
the Comptroller admit banks to their system and we
automsticslly insure them; but #ll we do is go sround
with & peck on our buck snd psy out the losses,

Now, if we are &ll going to be content to sit here -
end I sz perfectly willing, 17 there 1s some perticulsr
tecnnicel leglslation thet does not in any woy effect
Federal Deposit Insurence - I am perfectly willing to
go slong. DBut this last pege here in our sind def-
initely affects Federsl Deposit Insursnce znd we

just cen't sit beck endeeess

O'Connor: ¥hat paze? '
Crowley: This Shsreholders! Agont, on page &,

HelModrs Will you discuss that while I lesve you for & minute?
(Seoretary lesves room)

Crowiey: I don't know what you've got, Hr. Cheirmen. Do you
neve to have your legislation?
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fell, we don't Just have to have 1t, but we want it,
e feel theat this first one is very necesssry and
desirable ~ Seperaticn of offices of Chasirmen &nd
Federal Reserve Agent. Ve put these Chelirmen on &n
nonorery basis, but they are tied to the office of
Agent by certain statutory provisions. UHow, as long
#8 & man 1s Chairamen end Agent, then he feels thet
ne's got statutory obligations that he shouldn?t
have &8 an igent,

Now, 1or instance, in New York, Mr. Young, who 1s
Vice Cheirmen up there - wetd like - welve talked

to some - Just belween us - cbout naving him teke
the Cheirmenship. Well, he won't take the Chairmen-
ship s longz #s the Agency is tied to it, beczuse of
the statutory requirement of the igent, you see.

ind welve got seversl others like that and welve
agreed that....

Say thet sgein. He won't teke the Chelrmansuip es
lons #s the Agency is -

The Federal Heserve Agent,

- the Chairman énd iAgent is one.

Now the Assistant Lgent holds the colletersl, It is
& clerical job. I mean the agent is & clericel Job
and the Assistaent always does 1t,

Thatts WOrUS.

That's right, but the statutory re uirements....

You're just talking ebout words. He'!s tslking sbout
wsords.

Well, it's in the law.

It's in the law, but it doesn't chenge snything.

Now, whet we'd do is the Assistent igent would be
Asgent end the bimirman would beonly Cheiraman znd

not Agent.

No big objection to that,
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I talked to Zenstor Glass sbout it last yeer belore
we hed ~ we had no legislation,
43 that all you're asking for, that one?

Ho. If we are going to put that other in, welve
Zotl enother one.

We'ld better wait until the fecretary gets beck.

I think ¥r. Crowley expected to discuss this last
one on psge 5.

Well, on the Shareholders! Ageni, it iz Just »

case of where 1f we will all esgree to put that one
clause in there, that willl teke care of sny difficulty
we have, ¥e don'!t want to interfere with his operation
srior to Jenuery 1, 1934; I azean we're not interested
in that,

While we asre walting on the gentlemen, cen I see you
a minute (to Bell)? (Bell and Jones go sside and
talk)

Did you resd ocur legislation, Jefty?

I's sorry to say I dildnt't.

pid you, Leo?

Yes, sir, I....

I'm sorry.

The one where you are going to reduce the capltal
regulrements of Htate banks and slso the provision
for those in competition with the Stete benkS....
You mean branch banging?

Yes, brancn btenking and capitel - brsnch banking,
mostly. Thet's going & long ways back. Velre going
beck to meet the ftutes in plsce of the States going
tOssos

How?you going to meet - bring the States up to meet
you ,



Crowley:

HedoJdr:
Crowley:

Q'Connor:

Belladrs

UtConmnor:
HelloJdr:
O'Connor:
Uphams
O'Connors
HelloJdr:

OtConnor:

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

- 20 -

%e sren't going to improve our position by going
buck snd meeting them., Now, the Complroller has
his minimum requirements, and while he doesn't get
#ll the benks in the worid, he gets - sny bvenk with
reasonsble size capital, ne's going to get 1it,

(fecretery returns)
Got 1t &ll rixec?
ALl fixed,

liow, Mr. Secretery, the guestion which you ralsed -
that probably ougnt to be declided firast, becsuse
then we can dispose of & lot more, Fow, I'll

stete the position, es I see it, from our office.

I en very much interested in the building end loan
code for the Uistrict, and thet doesn't concern sny
of the other sgencies., ind I Just want to say that
I - &t leest, I %uink the Treasury'!s responsibility
is to submit ¢ bill snyway to Congress, becsuse we
recomnended it with your sporovel a year ago, and

then in July this big smesh-up ceme of & bullding

eand loan, Now, our responsibility 1s done when we
dump it over there. Uliow, that is sbout the bullding
end losn. &

How, SGCOnﬁlyoo;o ‘e

How, you mean - give the ones that you think zre
really important.

That's the wost important.

Whnat item is that on your 1list?

Thet's the last one.

No, no, it's on puge 4.

Humber Seven onfay list.

I mean thet you consider reelly important,

I went to get & bill to put the responsibility in
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Congress and the Treasury steps out of it. IHow,
the other sgencies heve no interest at all in that
bill except the Tressury, becsuse Congress hes put
the supervision of bullding end losn essocictions
under the Comptroller.

Jefty, Just & minute. This is Credit Unlons here.

Yes, that's whet I'm coming to. Put this is 7 on
pege L.

Go shead, #ll right, I'm sorry,.

Now, & very small bili, but zn irritating iittle
situstion ig Credit Unions in the District. Thet
soesn't concern eny other zgency except the Tressury
end the lew provides thet the Comptroller must exsuine
the credit unions in the District ani meke & chsrge

of five dollars.

liow the credit unlons have grown now so lueir sssets
are upwards of ¢ million dollers or wmore, e«nd the
office cannot exemine st five dollars, snd the only
thaing we have esked is to be peld the sctusl cost

of exsmination or tske it sway. But we heve no funds
here snd I am using Nationel Banks'! funds to do some-
thing I sm not sure that we should do. Eut whet can
you do? The duty is there.

Now, Carter - Senator Class lgst yesr wes very much
in fevor of thet. And the Public Counsel for the
District, or whatever he i3 cslled, came up Lo argue
with nis end Glesss ssid to hiam - he sald, "Well, who
do you think should pey 1t?" He said, "Youlve got
the unions. 4ll he is5 #3king i3 to be peld the cost
of exsmination.® *How," he sald, "I don't want to
listen to & men thst comes up here znd mskes an
erguaent like thst.®

Now, that On€ssese

That also artpcts the District?
Yes, sir. :.

How big & problem is that?

Well, it's quite & problem. Theytve got now sbout
now wmeny?
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I don't know, but I sssume moat every Jdepariment
hes thelr eredlt union. The Trecsury hes one,
Ané you've got to exsauine them,

felve got to.

liobody gusrantees theam?

HQ’ T .

It's en emplioyees! organlzetion.

Well, wetve got certeln responsibilities snd certein
supervision.

It's in Fara Cradit.
Thatts right.
Why don't they oxsmine them?

#ell, they do, I think, dut ¥r. O'Connor 1is in chsrge
of &1l banking operstions here,

Lre you directed or committed or suthorized?
I sm directed to do 1it.

I hed, I wouldn't even bother with it.
out of the plcture.

Yo cholice ebout it. No, Af
Itd just step
1 see.

Now, thet's thst, Now, the only other one, ¥r,
Becretery, that I'd be interested in hsving (s Just
the azmendment on the payment of dividends, lesving
the statute exsctly ss 1t is with the exception of
giving tne rigaht to the benks to pey dividends as
the directors..see

Well, they are doing that now,

Lot of them won't do it.

I meen lot of them sre doing it,

Oh yes.
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HoMoJdr: Well, that isn't something thaet youesse
O1Connor: Thet's right,.

HoModre Fhat?

Ot'Connor:? That's right,

HeMoJr:e But they are - 1t's being done.
Q1Connor: That'!s right, By e great masny of then.
Ho¥oJrs 8o I wouldn't sey....

0'Counnor: Mo, can't say thet i2 necessary.
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HoelJdrs A1l right.

Qf'Connor: Then thet's ay - 1 I can then get those two bllls,
building end loan and Credit Unions.....

HelloJrs Now, those sre the....

e

OtConnor:t Tnat's right.

HeloJdr: Those are the two things you feel you have - you &re
cherged with responsibility end can't meet it,

0'Connor: That's right. That's the only thing, &nd if the
other agencies - 1f that's all right with thenm,
then I'as out of the plcture.

Eccles: xcept those two.

HeloJdre I think that's @more than fsir.

O'Connors That's whet I'1l do,

HoMoJr: I think that's more than feir,

Jones: (To Eecles) Are you generous?

Eccles: It isn't a2 question of being generocus.

HeMoJdrs What?

Liecles: It isn't 2 question of being generous.
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HM.Jrs Do you mind my interrupting? Becsuse I know yours
is so much bigger. Do you mind Just & second?
Eccles: Go anesad,

HeloJdrs Is there &nythi thet you feel that youlve got to
"have (to Crowley)?

Crowleys Ne, we'll go along.
Hello Jrs Youtll go 2long.ees
Crowleys #4th nothing, providing thet is the generel pollicy.

Hedodrs You are willing to ssk for pothing if OfConnor - and
still see O'Connor zsk for those two things?

Crowley: Thet's right, sure.
Holodr2 Yhat?

Crowley:  Sure, sure.

O H M Jr: 8o your position will be that.....
Crowley: Thet's not anything that we object to.
HooJdrs There is nothing that you have thet 1s #8....
Crowley: That's right, that's right, we'll go slong with
those two end not ask for enything.
liededrs hen, now, the whole thing rests with ¥arriner.
Thet's the way I wanted 1it.
Eecless Well, there is some of this....
Helto Jrs {(Leughing) I thought you'd look &t me.
Joness tHe dldn't hear that,
Ho¥.Jr: I sedd thatts the wey T wanted 1it,
Uphams filth & menaged currency.
Crowleys Been leying for you, Harriner.
oo Beeles: Thet'!s =ll right. That won't be the first time,
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He's still & diplomst,

The sverage fellow, when you tell him the story, you
taink he is listening to you, but he is welting to
get through so he cen tell one.

Now, Herriner, the floor is yours.

This Number One here - Separation of offices of
Cheirmen snd Federal Heserve Lgent - thst is very
necessary. JIhst - we have put #ll these Chairmen....
You haven't got any memorsndum for us, have you?

He hed it revised e¢nd I don't have copies of the
revision, 80.....

We haven't drefted the legislation. ¥We have Jjust
steted what it is. :

But I mezn this 1s the last cne?
This is the lsst one, The Board'!s been over this one.

I assume there's no objection to this first cne.
That doesn't conflict with enybody else, does 1it?

But is there something that is....

Is it necessary?

It 1s.

Why?

Before we hed & highly-psid Chelirmen; we hed &
Governor, They changed the deamn set-up lasi year,
dildn't complete the Job, #nd in the rush of things
this i3 Just one thing that was dropped out,

#ell, you've been operating on it, though.

e naven't got & Chalrmen in several pleces.

Well, 1f you hed & psid Cheirzsn he could be the igent.

Yes, but we don't want & peld Cheirmen. We've been
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fighting to - we've got them on an honorery basis,
end the minute we get 12 paid Chairmen.... Now, ;ou
see, the lsw - the President now in the law is the
Chief Lxecutive Officer - made these Governors
Presidents and Chief Executive Officer, znd we have
transferred most of the functions of the Chairman's
office to the benks, so &5 to get away from the
cleavege -~ terrible cleavage - Chalrmen here and
Governors here. %We had & constant cleavege.

Jones: I don't see any objection to thet if youtre going teo
nave benking legislation.

Crowleys Well, I think tnis, Jesse, that thaet isn't arnything
particulerly, but you've got to go on down through
there, because this won't in itself ccuse & row, but
how big a row will you get &s you get down the list,

Eccless Number Seven is Jividends of Federal Reserve Banks.
Now, as 1t is today, the Boerd has nothing to say
about dividends. These various Federsl HReserve
banks declere & dividend; 1t's six percent cumuletive.
) They've slways peild & flat six. GOome of them individ-
ually haven't made it. Now, if one pays it znd the
other doesn't, it reises hell.

Now, whzt we want to propose 1s that 1t be a four
percent cumulative, see, snd the Boasrd then be given
the power w#ith reference to the other two, so that
if they make it and feel they should peay 1it, 0.K,.,
but at lesst you've got a fixed four percent instesad
of the six percent.

Crowley: Should that be controversisl perticulerly?

Eccles: Well, it would be controversial as fer es the member
banks sre concerned. Iihe member banks would went six
percent mandstory. UNow, what we want to do with 1t is
put it on & flet four percent besis, &nd then the Board
wunts the discretionary power ss to whether or not the
other two should be paid. That zives us & 1ittle bit
of leeway, so if we go through bad times as fer es
income 1s concernedecsces

Jones: There seems to be no objection "to’ thst one if you
have banking legislation.
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But i3 Eccles making the sepsration? There's two -
the things that we heve no objection to &nd then the
things that ne feels he's got to have.

He's got to have the firat one.
What?

The {irst one.

Well....o

Yes, I think so.

Supposing you don't get it. You'll funetion just the
ssme.

I suppose we could have gone elong the lest twenty
years without....

I wouldn't - if you don't mind ay ssying so, I
wouldn't put that in "must® legislstion.

Well, why - whet objection could there be to ssking
for legisletion this yesr? ®hat resson do we have
to expect it will be ezsler next year to do it?

Well, Marriner, isn't this the thing that we¢ heve
gll got te face on legisletion eventuelly: That tne
Bapnking Act of 1933 and the Banking Act of 1935 did
certein things. HNow you've got Government reorgani-
zation coming along here, which undoubtedly will
sooner or leter affect the benking set-up. Now, if
we were goling to sit down snd work out legisletion
that we all would like to zee, make it more efficient
for the operation of the bank supervision énd bank
chartering, wiy, there ere & lot of things thet we'd
love to neve, £o if there's something that you need
particularly to meet your emergency, why don't you
teke thet end then try and lesve it slone until we
all deteraine what thls whole CGovernment reorzeniza-
tion amounts to?

It doesn't meen enything as fer ss benking is con-
cerned. I can tell you that right now,

I'll answer your yuestion, Why 1an't this year as
good &3 next yesr? I think this year s as good as
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next year, but I think that some time somebody's
got to declde a lot of fundemental benking legls-
letion and I con't think thet we sre prepsred for
that.,. And the position thet I tuke as Cecretary

of the Treasury is this: that I think until we are
prepered to really make the fundementzl things a
lot of us are thioking :(bout, that we should esk
for the minizmum for fear tunet Congress will intro-
duce some kind of leglsletlon end pess it which we
asy not feel is in the best interests of the
finsnelel egencies. lNow, that is =y whole positicn.
Now, we've been doing & lot of sparring around here.
e haven't got down to fundecmentals here, 4ind I
think until the President will give us & leed or
direct us to go at this thing thoroughly, my whole
feelinz is we should esk for the minimum. Thet's
the - &nd this yeur or next yesr or the third yeer,
I mean - end I think i =me¢ introduce some Congress
is going to introduce & lot and we &re golng to get
something which might be guite hermful. Thet's the
whole thing.

A Eccles: Don't you think we might, i we introduced.... Of
gourse, you've alweys got the denger of asdditions
&and smendments 1f you've got anything. My thought
is if we are going to hesve eny &t all and 1f we
can coni'ine the legislation to thet whieh does
not interfere with snd cennot be controversisl so
far a8 the other sgencies are concerned..... How, I
recognize 20 far 83 the Congress itselfl 1ls concerned,
eny leglisistion we may ilntroduce, don't ceare whet it
is, somebody on the Hill might object to 4it. But so
long 28 the legisletion thet I msy propose - thet Leo
end Jefty have no objection to it - or the leglslation
thet we may propose, we may have no objlection - tast
it 15 - it would be of & non-controversiel ncture from
&n Administration #tandpoint., If we ere going to have
any at 8ll - and I can't see any objection to including
that type of lLegislstion.

I sgree with you that where it gets into fundementals
of our banking set-up you've got to leave 1t slone or
not have any =t gll.

Q'Connor:e #ell now, Harriner, let me snswer {roa my point,
Eccles: I would prefer to have absolutely nome, Just forget
~ tal

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



Crowley:

fLeclest
Crowley:
Heoless

H,M.Jr1

Eeclest

Ot'Connor:

Uphams
Jones:
0t'Connor:

Ho¥,Jr:

Jones:

JtConnor:

H o .drs

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

- 79 -

the thing =2nd go slong, 1f we are golng to have
to go tarough everything like that, but I did went
e get gsome Of theS€ievesce

¥ow, these things - all that Jefty wantis is thst
Credit Union znd thet wouldn't be a8 hell of & lot

for him to absorb, snd the building and loan - theylve
lived for 30 or 40 years of thet, We'll go slong

with you without #ny -~ the three of us go without

eny legislation.

For how long?

Well, there's no use of going into this benking
legislation until you go in knowing, &3 the Secretary
ssys, where in the devil you're going.

¥ell, this Chalirmen snd Agent thing - we're in @
tough spot on this talng.

Listen, Harriner, you'll be in & grest deal tougher

spot if some of those boys up there suggesi some

of the things thet they've got in mind snd pess it.

#ell, they won't; not much chance.

dr., Becretary, ny legisletion will not go before the
Banking snd Currengy Committee. It goes belore the

District Committee. 4Anc lest year it was passed in

the House - the Credit Union by the iistrict Committee.
Ho, it'e not benking legisliation.

That's your Credit Union snd bullding and loan?
Yea, sir, 4t's & District metter.

Tnat throws another new light om it; I think he
snould have 1t 47 it doesn't go hefore Banking.

Thet 1s scmething.

ind iest year it sctuslly - the Ccaanittee on the
Listrict in the House passed the Credit Union.

Then that mekes it simpler. Lo we want to propose
eny legisiation to go before Banking and Currency?
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For the time being I would say no.

#ell, you mesn not this session,

I mean for 60 dJdays.

Well, thet's &ll right., That suits ame,

I mesn just let the thing go for 60 days.

What wetve got to €Oseens

Well, 60 days 1s the first of Harch.

That's right, the first of March.

I mean you can meet zgein snd put it off 60 more deys.
(Hesrty laughter)

I knew it was sometiaing. 1 knew it was coming along
some place.

low let's Just sum up thit we &re sll asgreesble
thaet these two things, bullding snd loan and Credit
Union, should go up before the District Committee,
and outside of theteis.ee

%e defer sction.

seseWe defer sction end we meet sgain on the first of
March,.

Unless one of us thinks for some resson N1S8.eeee
The tenth of Herch,

Why?

Well, that's close enough - the first,

You say first snd you say the tenth.

i suggest the tenth of March. You can get them suy
ime.
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Well, let's make it the first,

All right, I'1ll do that with you like I &gree with
my wife - we make 1t unanimous; I agree with her,

felve got certain legisletion here that I'd hate to
get through this session without, end I'm willing to
wait 60 deys for it.

fiell, Marriner was willing to postpone it for this
session, and you sald....

No, I want it; no, sir.
You were ready to zive it up for this session.
No, I wasn't,

I expected thet he'd get good-natured snd forget
it entirely.

Well, I'1ll be practical. All the Board and staff
members are - there's certein of this legislation
they are pretty strong for.

It's swell to be able to have & Board &and a steff,
To nide benind.

Well, that's right. %Take - here's one for instance,
the establishment of discount rates. The demn law
says every 14 days. These Heserve banks - it puts
them up against & position here of celling speciel
Board meetings every 14 days, instead of regular
meetings et & weekly day. Every 14 days - once 1it's
#onday, next time it's Tuesday - it makes it incon-
venlent and they &ll kick.

Well now, we are subject to call, &t Mr, Jonest
suggestion, the first of Mareh. Subject to cell.





