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Hr. Told: I think the Chairasan of this sceling should
petompany them (o meke lhe explansiliosn.

Hr. Seayr That s et I sman, thal e Chalrmen
ehould accompaay ibe regular ecamitice thatl has boen addres~
sing ile Doowd.

fam M. Told: it is nol necessary L0 have o new ocom-
atties, exsopt that the wmirmen His soniorence should
be ihe spokesman.

The Chelrmen: Tou hnve hweand Lhe sotlion, geailesen.
Is there say dlscussion?

{There was no Jistuesion. The motion was put
upon & yer and nay vote sad carried.)

The Chalrzeni The comaditoe L2 Lhereupon nolified to
eall upon the Heserve Doerd snd calmit the mattor to them.

{There ths committee, counuisting of MWr.
troag {(Cheiremen of the Conference), #r. Opear Wells, .
Cewyer amd Sr. Heiougsl, leflt ilw :‘""3‘3.&4 rooa Lo ¢all apon

the Pedoerel Hozopye Doard.)

e Holord:s I move that Govornor isllken toke (3

iy spd thet wo contimee ihe seeting.

{$he motdon wos cerried.’
{Thereupon i o »uiu.sw pent into infovasl diseuge
gion, which discussion ile stonoprspher wss dlirscted med o

repord. )

{(After Lhe lapee of =n hour ihe % mitiee returned to
the heaping rovw end e Clrong resused he Li.a,ir-;
he Chalrasn: Gonilewen, +¢ hove submittied tO Lhe

doral Reserve Hoard all of the metiers that ve agreed




should be submiited, and thoy will take undor sdviscuent
the recosendation 1 regard o sosborshldp iIn Lhe banking
susceintions-

e subsitled furtber witlheutl <dlecussion ihe sesorandus
in regard to Ciroulor Ho. 10 snd regulationsiios. 2 to 6,
inclusive.

Te submitted mommb vorbally ihe subject of the hoanéling |
ef shecks of foloral rescrve banks, the sdjustment of bal-
enees, ond the definition of the word “"pap”®. Fithout re-
vicwling Lhe diccussion, b result wves un lovitsiion to
thls sonference Lo zoet with ihe Foderal Recerve loard in
theldr bosrd room el 8:30 o'cioek lonight, shen we are to
dovols exsoily one hour Lo tho discussion of the motter of
haniling cheocis of federal reverve banks and allied sube
Jjeets~~e and nothlag else.

I explained thet tiore vere & 000 sany unlinizhe
itess of buslrcss on our program,; end if Llwoy m to
they could put = 1isdy on our mesting tonight, but Lo giwve
us ensugh time to sllow b o falr cxpression of opinton by
eny governcr who carmesd io spesk on the subject) i,hﬁ& e

would thep like to come bedk 10 aur room and tale up our

: rejRley progren. That sceomed Lo omet Lheir vicws, and iL was

agreed that ihst wee the ithdng to do.
I =111 now sek He. Aiken to mic & verbal report of
whet Das tranepired In our sbuencey
r. slenm: in ihe sboence of ihe commiites we took up
e eomalderailion of Clreular Fo. 77 covering warrants, and
At vas sa gosted Lhat we inquire of ihe Foderal Reserve

S;\ : | T &j,_.‘ Pt If.':‘ P 279 .., o J iists e o o i oSl o
b e Sooxd whethew fn ihe setond peregraph of gearepraph 2 sinld:
ps://fraser.stlouisfed.org




funde shmld not be included. Sivddng funde srs nol
ermmerated in the Indebledmmss In finding net Jdebt in the
maniclipslity. T4 wap supgested that we malke inguiry in ro-
gard to tiat.

cection 3, in regard 0 ihe limitation of 256 per eoent,
vas loft open for discusslion.

Those were Lhe only sugpesticus in regerd o Circular

Propesed ¢lrculay lic. Yo, e 0 r-;z: fulstions relative
10 otate bunks and truast sompanies cubseribing for stock of
federsl reservo Lankes, wae tolen up.

The three peregraphs on pape 1 were spproved.

Om page 8, "Applicstieons Tor Aduission”™, paragreph 4,
feetion &, it wae voled Lo make the fellowiug swendmont, &0
thet ke paregraph should reeds

"Under sulborizatlion of an affirzstiive votle of chare-
wldcrs repregsenting s majorily of ils sieres, o make ap-
plication to t.m Federal Reserve Doard, through the chalrmen
of the foderal reserve bank in ihe disirlel, L0 subscrlibe
for sx suount of sitoek iIn such fedeyal rocorve bank egusl
at per to & por gent of its espitel and surpius.”

fection B was smended Lo road sp follows:

*ro make & statement of itz condition on & fors prepered
by the Federal Reserve Doard, accompanied by s coertificats
of the mmjority, Wt in »0 cese less then five of its

| directors thal in thelr opinion ihe sssets wore agtuslly
worth ot lesst the vidues as which they = peer in such stale-
ment.

Ye bad golten o the boitom of ihat page ia tho con-

itized for FRASER sideration of Liat mattier when jyour coummittee returncd.
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. Curtis: 4t the ond of the cgecond paragreph on
» $ should be inseried the following:

*oueh state lenks or {rust companies sdalited 10 mes-
berahip shall not be permlited 10 excrelse funcllons,other
than were bolng excrelsed ol the tise of iie sdalssion,
withoul obisining the prier approvel of il Federal HZeserve
Board."”

. foays I move that the leaguege o0 dictaled by
Seerctary Curtls be enbodied as sn smendment at the end of
the socond poragrsph on page 3 of logulation Do. TP.

dp. Francher: I second thni wotfion.

The Chairumen: Is there any dcbaldy

{There wag no debato. The motion was put on &

you end Say volo and carricd.)

The Chairmsn: The next cuestion iz "Exaxinations®,
paragraph 5, psge 2.
. HeCord: I move thel we pass "Essmimations”,
paregraph 5, without say furiber comEnt.
The Chalirman: It ic soved ond cocomied thet paragraph
&, having to do wiih exauminetions, e accepted in iis present
. form withoul sseniment. Is thee eny furiher dobate?
{There was no debate. The =otlon was put on &
yea and nay vole and earried.)
dar. ilkens i now mowe ithat ihis conference adjourn.
{iftcr diccussion the motiom wa withdrewn.)
3pr. Volds I move that ve sd) sit. six o'clock.
. ZeDougnlil: I mow ihat beiore aeucm iz taicon on
that =otion we gel an exprossion es Lo how far we have .;oma-

end how for we m L0 g0,
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iw Chelrmmn: a8 3 LOTELan e Dave eove

in Cliroulse WY

gny other open asrkel iransseilon ® have In this acmde-

geosnl -

}?U 1 é.:ﬁnf«l.mf:‘

Yeoeraisd L3 sve I vent S0 sBZ Ih mueting to

H

sidor vhetler Or oot we should sagk the Doaréd to eliminate

L velver of domand potise snd prolest D LLeO noko

sﬁ&‘ &i" iu‘Mui £ v - L - B Lie o : satior ‘vz 3 03‘5:

sdvisory ccansel Thore has slready boen & geest dles

g£lon on Lhe

of discount rated

infor=ally

dine iegethey.

af roporis Letwesn il fedaps) sefrve banks on varions
meiters of Interecst, vhich we sortainly oughl

hds meeting es one of tiw resulis of our

remlar menns of keoping ile othor eloven benks

&2 WS
i-w-\’s%

Ll e

touch wits: ihe progodure meinteined in sny one bank. e

siarted that by the .fuwm_h.a.,,, e of girealers snd this is

1 g 5 ¢ nrﬁ‘-m‘é ‘15£ B

Ol

The last i the suble { pomding rogulations to t)

0

Federsl Reserve Eoard, the subject which we sre now desling




wlil. The o ig also & rovommendation that a ruling be
mde by ihe Pederal Roserve foerd s8 (o what csonsiitutes e
i doposit. There 1s sl® the subjoet of purchasing
accounting recowis, reconmonded by ihe organizetion comit-
toe. Thex thore iz Lhe question of whother ve should ecol-

lect notes for olher fudopel reserve banksi thw Juestion of

the form of the mowee; ihe rolation of the subetrossury and

the relation of ilw clenring hous: in connoetion with cole

ilcetion chorges, and ithe cuestion of the payment of bank
cxaminers selested by the federal rezcrve asgents for bank
czaxdnetion.

The Chaliraant i vould 1ike to make e goncral recom-
mondation, if soscome cares 0 pul & motiom to that cifest,
that pages ilwee cnd four be reducsd o ¢ brief tabulsted
fora by toples, mumbered snd letioved, instead of the form
in widch it now appears in Cireulss Yo, 78, snd that the
Governors generelly recoumend to Lhe Federel Huserve Seard
thet the regulations oif the Doard be reduced 1o thot form
of headings snd divicions of toplos covered by ihe regula-
tions, in such & way && that it is wechenieslly simple to
arrive ot on undersionding of the reguletions.

e Francher: i1 uske a motion o thvi offect.

. Told: L scoondd that sotion.

The Chalrmans The motion lme Leow mede and seconded,

i hmve stated it. iz there sny dlacussion?
{There was no discucsion. e molion was put
. Joa snd nay vote, and earried.)

ine Chalrmen: Covernor tells, of St. louls, ssks that

the Sesrcisry read s commumicstion which he hed recoived
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from the presidont ond ihe counecl of an isportant trust
company in his distriet, bearing upon the subjo ol of state
venk mouboralilp. The letior will be read, and, with the
spprovel of the Covernerg will be ordered made a part of
the record of the sceting.

{The letter reforred {0 i se follows:)

"honorable Rella Tells, GOvermor,
deral Reserve Denk of Selnt Louls,
faint Louis.

£ir:

Following our verbel iniereimage, ool your roguest that
i Jdve you & uooorandum in writing of my views =8 1o Clate
benks end trust companies entering the Fedorsl Reserve AB-
goclation, I have

In section 9 of the Act thore is express provicion
that State benks and trust companics say Decome nonber
banks. Cenator Aldrich's bill, as originelly presonted,
did not peramit State banks and ?.z*aﬁﬁ compmnies Lo onter.
The argument wes mede so strong to hilm, snd 0 the Uonetary

sulssion, that he changed hiz bill so a8 to pormdt State
banke and trust compenies (o come im. That, of course,
mocant State banike and truct compa 48 Lhey Worg@ews Ope
ganized uwnder the lawes of the several Stlailes, nccoesarily
with éiffereat eharter povers, and ihe Tedoral heserve iAct

viden oven that Stets benke that may bDe iasorporstsed

by spocial la: mey come in.

seotion O provides x x x x x = "Tw Orgenization Com=

mittce or ihe Federel Heserve Soerd, under such rules snd

regulations os it mey proseribe, subject to ihe provisions
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sheuld be all

thic secidom, may perndt epplying benks®, ete., L0 beecome

R RBCTE . Under this, ihore smy be two viows

1o itat ihw rules snd regulations can meke any and

ell restrictions, aboolulely st ithe dlseretisn and plessure

of the Doard,
scetion”

follovin

vere

visione of being

merely the lscidentsl ihings thet were neecegery 0 an ordope

1y ssom earrying out of the ihings suthorized.

L6 second pareagrsph of Scotion 9 provides thet the

eral feserve fosrd shall "isteblish by-lawe for tie
seting
gocornment of ite conduct in mabdom uvpon epplications made

genepw

glale Lanles” mad ete., and them says, "such by-low

the federel

shall require applylng Lenks, not orgsnired under

law, to comply with the
(1.}

(2.)

Heserve, amd
Capital requiwments, ond

(3.) 70 submit Lo iLhe sxavinaticon and re: ula-

tions prescribed by the Fedopal Recerve Soard” s=== 1he rest

of that paragreph mcroly defining vhat wae meant by capitsl

sonstmuction of iLlw matter is
]

mntioning these lihroe ithings to o covered by ithe by Y=lBWSE,

romuircaent, 2y that, im

Cangress inlonded thet tlpse Liwee _onersl restrictions

thet applied (o epplying stete banks andé trust

companics, ond thetl ihe direet vzpression of them oxeluded
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those montioned In 1he adét, then the slate bonks end Lrust
eompanice canmot cofely comw inlo hds Iystem--- Docause whon
they sre once in, there it no way o get out, and ihey might |
be mubjoct o rules, regulstilons sud resirictions of an
cxlrome naltire, of which Lhey had 0o Inowledge when Lhoy
cung in, s whildh rales, regulations and resivietions could |
b changed at thoe will of the Fedepsl Seserve lcard.

The saticwwl bank 1o protocied agadnsi thic essy change,
becouse by Sational feank Aet 1 all) provided for by Act
of Congrece and cannolt W chagged oxcept by wcondment through
ol hor not oF Congress.

If tiw Yedoryel Recorve oard will construe the Federal

Semepve Aot om Lix (leory Ltiat Congrese imionded that state

senks ond teust companilos, as they exist or may wreaftor

exist, under ihelr charicr posers, ag oxprossed in the varye-
ing lome of tix ceversl iinles, ¢sn come into Lhe Pedepal

renerve Lystom, subjeot only to the provielons of this seg~-

tion (9}, thenm ihe state Lanks and trust coupunies will

know where ihey stend, snd there will be, 1 think, no mfﬂ-
culiy In lnwing 2 sordisl cooperation oa tieir pert in at-
taining the fpll fraiticn of ihe Federal lscerve set.

Fo damage ihet I can 290 could wwoe from this conoiruc~ |
tion, boesuse Liwre are sxpress rosirictions in thst seetion
a8 0 roecorves and e ital, 1limitellon on loans, prohibition
ageinst pureh sing iis own stock, or witbhdrawing or ifapsire-
ing espitel, or paying uncerued dividends, and then thore
is ziven ihe full axd couplete rigit o oxsninetion, the
same as exists for s mailonsl benk. Therefore, ihe Besorve

Soard, threugh its proper sgoncies, would be im position to

giized r FRASER | goe thet the siate bank oud trust compsny was, st the time
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Sbate Lenk or Lrust cowpany which desires admis~
sion Lo ihe Vederel Heserve Sypstem will be reguire
£79° vader suthorizetion of iig ldrestors, o mabhe ap-
plication e the Fedepsl Recorve Iospd, tiwough the
Chniraan of Lhe rederel Hecerve Sank in the Lisirict,
o subscrile for s enount of stock in such Fedlersl
Jenerve Dank eguel a2t par Lo & of Its enpital end
SRrplud.
20 sake & siatsmont of ita concitlon, on s form
epared Ly ho Federal Hesgrve leoand, sccoupunied
ifieate of not logs ithan of its dires-
tors {iet ia thelr oplnion ihe sspets src asotually
il al leastl e velues st uhich iLhey eppesr in sSuch
stalcnent,
(e} T¢ Dwuish ¢ coptilfiod copy of ite chmrior and
sny smendzents tioreto, togoliwr wiilh & sunmery theres
of , showing the powers wihleh it is no¥W exercising emd

the powers which it is nol mow excreleing.

B ARIBATIOR e

Be The Pedorel Hestrve Joard, ia conjusnetion wlth the
Fedoral Resevve Denk of ihe disirict, either ihrough the loeal

2tete Zeanking Depsriaonl, or ollherwise, »ill czuse sn oxauin~

ation Lo e made of the applylng bank, aftsr which the Federsl

Resorve loard, with s stefewent of 1he opluion of the GCovernor
and ithe Fedoral Zessrve Agent, upon ihe following points:
“hether its capitel wnd surplus sre unimpeired.
vaethor 14 managesent 1s cetisfaotory.
pncornlag the chareelor f ite dsposits.

e {d) Concerming iiw cheiseticr of 1ts loans and invest-
gitized 1or
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ith branchos converting to mational, the provisien re gaiving
cgregation of capliel for esch branch malss that g0t une
iikely.”
Chalrment I will now road into ihe record & loiter
o p.Jdames 0. Yeloug-l.

(The lsiter referred 1o 1 a6 follows:)

ST COMBANY, CHICAGO.

Vice Pregident's Office Decomber Tenth,
“1nﬁt(6n
Fearhoen.

r. Jemes B. HeDougsel,

Hew “illard lotel,
Gashdn ton, Ls Ce

Dear iy, Hooougsls

e Drysnt hes brought s sstter io ay sttention woday
which I think cught to be discussed st
that is the recerve thst such benks es ihe Fullman fraﬁt and
“evings Dank will Lo required 10 carry if they come into the
Federal Resorve Syslem.

The Pullesn Trust end Ssvings Dank, as you 80w, ng no
déeponils made Lyother basks sod does not act in the sapasily
of & roserve agent for asaybedy. There are s large munbor
of ibe suuller Stale Deakes in Chicago in ihe same situation,
a8 you dnow Deller thm I

he Pullows Benk bus Geposits of sbout 14,000 sV, of

wWaleh (2,400,000 are savings deposits and 1,800,000 subjeet

10 chedi. if ihey were o entor the Fedorsl Réserve 5 ystem

‘bhoy world therefore be reguired to sarry an ldle rescrve of
pbout (410,000 in plece of the 1dle reserve of (878,000
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