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A meeting of the Federal Reserve Board was held in Washington
® Friday, June 23, 1933, at 11:00 a. m.
PRESENT: Mr. Black, Governor "
Mr, Hamlin
Mr. Miller
Mr. James
Mr. Szymczak
Mr. O*Connor
Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. McClelland, Assistant to the Governor
Mr. Wyatt, General Counsel
The Board considered and acted upon the following matters:
Letter dated June 22, 1933, from the Secretary of the Federal Re-
8g
*Ve Bank of New York, and telegrams dated June 21, 1933, from the Chair-
"1 of the Pederal Reserve Banks of Philadelphia and St. Louis, June 22,
lg3
3, from the Chairman of the Federal Reserve Bank of Kansas City, and
by
0 23, 1933, from the Chaimman of the Federal Reserve Bank of Chicago,
)
8dvising that, at meetings of their boards of directors on the dates
8
tated» no changes were made in the banks' existing schedules of rates
of
Uiscount ang purchase,
Without objection, noted with approval.
Telegraphic reply on June 22, 1933, approved by three members
of
the Board, to a telegram of that date fram Deputy Governor Rounds
of
the Federal Reserve Bank of New York, requesting authority to purchase
@ the Pishkill National Bemk, Beacon, New York, §$30,000 of tax notes
of
*he City of Beacon. The reply stated that the Board authorizes the
Dup :
Chage with the understanding that the notes meet all requirements of
Regyy
tion E except that the amount offered exceeds 25 per cent of the
to
tay Outstanding warrants of the mmicipality.

Approved.
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Telegrams dated June 21, 1933, to Mr. McClure, Federal Reserve
f&ent at Kansas Ccity, approved by four members of the Board, stating that,
"bject to the conditions prescribed in the individual telegrams, the
Boarg approves the applications of the State Bank of Wheatland and the
Stock Growers Bank of Wheatlsnd, both of Wheatland, Wyaming, for member-
Vip in the Federal Reserve System and for the mmber of shares of stock
o the Federal Reserve Bank of Kensas City to which each of the applicants
MU be entitled upon the basis of its capital and surplus as of the date
0on whi g its membership becomes effective.

Approved.

Telegrams to the respective Federal reserve agents stating that,
"Wiect o the conditions prescribed in the individual telegrams, the
&am approves the applications of the following State banking institutions
tor Dembership in the Federal Reserve System and for the number of shares
*f Pedera) reserve bank stock to which each of the applicants will be
*atitleq upon the basis of its capital and surplus as of the date upon

"ich its membership becomes effective:

Name of Bank Federal Reserve Bank
The Merchants and Famers Bank,

Incorporated, Smithfield, Virginia. Richmond
Truckers Exchange Bank, Crystal Springs,

Mississippi. Atlanta
Weiser State Bank, Weiser, Idaho. San Francisco
Caldwell State Bank, Caldwell, Idaho. San Francisco
Rupert State Bank, Rupert, Idaho. San Francisco

State Bank, Buhl, Idaho. San Francisco

State Bank, Nampa, Idaho. San Francisco
Approved.

Telegram dated June 22, 1933, to Mr. Newton, Federal Reserve

ge
U at san Francisco, approved by three members of the Board, replying
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% his telegram of June 19, 1933, requesting advice as to whether the
Bk op Aberdeen, Idaho, is eligible under the provisions of the Banking .
dot of 1933 for membership in the Federal Reserve System, with its present
*pita) of $20,000. The reply stated that, under the provisions of section
Yot tr Federal Reserve Act, as amended by section 17(b) of the Banking
Aot of 1933, the applicant bank may not be admitted to membership unless,
Mor to admission, it increases its capital to at least $25,000.
Approved.
Letter dated June 21, 1933, to the Federal reserve agents at all

Todera) reserve banks, approved by five members of the Board, stating that
s has been noted in connection with the admission recently of certain
State banks snd trust companies to membership that there have been dis-
Q"Dancj_es between the conditions of membership accepted by such institutions
- those preseribed by the Federal Reserve Board; that, in order to eliminate
the POssibility of emy doubt or misunderstanding in this connectiom, the
ngnta are requested in the case of each State bank or trust company here-
e admitted to membership to have counsel for the Federal reserve bank
g the resolution of the institution's board of directors accepting the
eOmutions of membership and to have such correction effected therein as may

ne“SS&ry to bring such conditions into conformity with those prescribed
w the Board; and that a statement from counsel that he has made such an i
e%ﬂt ion and found the resolution to be in proper form, and the conditions
3 qCeepteq to be in the form prescribed by the Board, should accampeny the
FTtirieq copy of the resolution when it is forwarded to the Board. The

Ftor also stated that it has been noted in a mumber of cases that the
I‘QE’QJ“‘“”-C’II has referred to the fact that the conditions of membership

Qe
%epteq by the particular bank or trust company were contained in a commmi-

gd for FRASER
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®tion addressed to it by the Federal reserve agent, and that, while
% is assumed that the conditions of membership thus referred to in any by
mt‘u'e cases would be the same as those prescribed by the Board, it will
» 8ppreciated if the agents will forward to the Board in each such case
% copy of any such commmnication, in order that its records covering the
Wstitution involved may be complete.
Approved.

Letter dated June 22, 1933, to the Camptroller of the Currency,
QperGd by three members of the Board, replying to Deputy Comptroller
Lonse letter of June 10 recommending approval of the application of the
rst National Bank, Salamanca, New York, for permission to reduce its
*mon capital stock from $175,000 to $125,000 in accordance with the terms
i Proposed plan of reorganization under which the present stockholders
" Surrender all their holdings, and $125,000 of such surrendered stock
% #10 par value per share will be resold at $15 per share; the premium of
%2’500 received from the sale of such stock to be used as surplus, and
the Teleased capital of $175,000, together with the present surplus of
350'000, undivided profits of $37,065, and funds aggregating $263,304 ob-
fatugq through a waiver of 20 per cent of unsecured deposits, to be used to
elj'm'nm?e losses, depreciation, unacceptable assets and lower grade bonds
aggl'°€4*5\tine_z. 3525,369, the charged off assets to be trusteed for the benefit
= "aiving depositors. The reply stated that the Board approves the pro-
%4 1eduetion under the plan submitted, subject to the conditions set forth
i the Teply, and on the understanding that the bank will be placed under
- Danagement, together with a new board of directors, which will be satis-
r%t"l'y %o the Comptroller of the Currency and the Federal Reserve Bank of

e York,

g for FRASER Approved.
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letter dated June 22, 1933, to the Comptroller of the Currency,
proveq by four members of the Board, replying to his memorandum of June o
8 Tecommending approval of the application of the First National Bank,
lake Linden, Michigan, for permission to reduce its capital stock from
#100,000 to $50,000 under a plan which provides for the surrender of the
fitire capital stock of the institution by its present stockholders, the
Tesale of #50,000 of such surrendered stock at a premium of §$10,000 which
" be set aside as surplus, and the use of all present capital funds
Wounting to $145,574, together with funds in the amount of §217,611 ob-
taineg through the waiver of 40 per cent of unsecured deposits, for the
alj‘mln’ﬁltion of criticized assets, losses, and depreciation aggregating
%63.175, The reply stated that the Board approves the application under
T Plan submitted, subject to the conditions set forth in the reply; that,
& View of the recamendation of the reorganization division of the
eqnptl‘oller's office that competent new management should be obtained for
Vi Rational bank, it is assumed that consideration is being given by that
Ttice to requiring that the management of the bank be strengthened; and
tha the plan of reorganization does not provide for the statutory assess-
weu on the present capital stock and, as it appears that the depositors
e 8bsorbing a large portion of the losses of the bank, and as the last
remrt of examination reveals that the directors are men of considerable .
'Qrth' it is assumed the Comptrollert*s office has given due consideration
% the Possible collection of an assessment and the advisability of waiving
Sugh liabilg A

Approvedo
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Telegraphic reply on June 22, 1933, approved by three members
o the Board, to a telegram of that date from Assistant Federal Reserve il
feont Fletcher at Cleveland, requesting authority for the cancellation
* 21,000 shares of stock of the Federal Reserve Bank of Cleveland issued
' the Union Trust Company, Cleveland, Ohio; counsel for the Federal reserve
e having advised that the application received by the bank is in proper
tom and that the agent appointed by the superintendent of banks making the
®lication is duly authorized to do so. The reply stated that the Board
Peroves the application referred to end that the Federal Reserve Bank of
clmland is authorized to cancel the stock issued to the trust company
" to make appropriate refund thereon.

Approved,

Letter dated June 20, 1933, to the Federal reserve agents at all
Faderal reserve banks, approved by four members of the Board, transmitting,
O theyy informtion, copies of the Board's letters of May 3, May 18 and
Tine 2, 1933, to the Comptroller of the Currency, advising of the Board's
Whion in connection with the applications of the Citizens National Bank
** Pocamoke City, Maryland, and the Patapsco National Bank of Ellicott
Hy, Varyland, for permission to reduce their capital stock. The letter
4 00 e s copy of the letter received by the Board from the Comptroller
! the Currency under date of May 25, 1933, asking that the Board reconsider
e decision on the application of the Patapsco National Bank, and & copy
e, Wingfield*s memorandum of May 31, 1933, setting forth the considera-
.‘lons Which influenced the Boardfs decision in that case.

Approved.

g for FRASER
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Telegrams dated June 20, 1933, to Mr. Stevens, Federal Reserve
feent o Chicago, and Deputy Governor McKay of the. Federal Reserve Bank
x chicago, and June 21, 1933, to the Federal reserve agents and govermors
* all Federal reserve banks, all approved by four members of the Board,
"ty Tegard to the provisions of section 19 of the Federal Reserve Act, as
Mendeq by section 11(b) of the Banking Act of 1933, The telegrams to
Wiars, stevens and McKay contained information in response to their
reapec'bive inquiries, which information was also included in the telegram
“’all the Federal reserve agents and governors which advised that, while

8 ‘
e op their questions could not be answered immediately, the following

(|
4 ve stated:

(a) Except as indicated below, the law forbids member banks to
pay interest on demand deposits after June 16, 1933; but
interest accrued on or before that date may be paid.

(b) The law does not prohibit the payment of interest in
accordance with the terms of any certificate of deposit or
other contract previously entered into in good feith and in
force on June 16, 1933.

(e) No such certificate of deposit or other contract may be
renewed or extended without eliminating the provision for the
payment of interest on demand deposits; and all such contracts
must be modified as soon as possible consistently with the
bank's contractual obligations so as to eliminate the payment
of interest on demand deposits. If the contract is subject
to modification or cancellation at the option of the bank, it
must be modified as soon as possible.

(d) The prohibition against the payment of interest on demand
deposits, however, is not applicable to deposits payable only
at an office of a member bank located in a foreign country nor
to eny deposit made by a mutual savings bank nor %o any deposit
of public funds made by or on behalf of any State, county,
school district, or other subdivision or municipality, with
respect to which payment of interest is required under State

law,

(e) This exemption is not applicable to deposits of receivers of
insolvent State or national banks, since they are not public
funds, :

(£) Deposits of public funds of the United States Government are

not exempted and the Treasury has amended its circular number 92
so as not to require the payment of interest on balances in war
loan deposit accounts and is considering similar amendments to
other circulars.
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() The Federal Reserve Board is not authorized to grant member
banks permission to pay interest on demand deposits.
() Member banks may continue to pay interest on time deposits

in accordance with their usual practice or existing bona fide
contracts until the Federal Reserve Board issues regulations on
the subject. Preparation of such regulations requires investiga-
tion, study and careful consideration of practical and economic
effects; but such regulations will be promulgated as soon as
practicable, The views of all the Federal reserve banks on this
subject have been requested and will be given consideration
before regulations are promulgated.

(1) The meaning of the provision with regard to waiving the
requirement of notice before the payment of savings deposits
requires further study and will have to be covered by a later
ruling or by a provision of the Board's regulations.

(J) The prohibition against the payment of interest is
applicable only to deposits which are "payable on demand™ and,
therefore, subject to such regulations as the Board may pre-
seribe, interest may be paid until maturity on deposits which
are originally bona fide time deposits, although such deposits
have became payable within thirty days and for that reason
alone are classified under existing regulations as "demand
deposits" for the purpose of camputing reserves,

(k) Since the provisions regarding the payment of interest on
deposits are incorporated in section 19 of the Federal Reserve
Act, definitions contained in section II of the Boardfs
Regulation D should be considered in determining what are time
deposits pending the issuance of further regulations on this
subject.

Approved.

Telegraphic reply on June 20, 1933, approved by four members of the
&hrq. to a telegram dated June 17 from Mr. Stevens, Federal Reserve Agent
i thcago, in which he referred to the Board's telegram of June 16 request-
ihg that a1l Federal reserve agents furnish the Board with their recommenda-
tiqns as to regulations to be prescribed by the Board in connection with
Tateg of interest to be paid by member banks on time deposits under section
ll(b) of the Banking Act of 1933, and requested advice as to whether the
Emuﬂ wWould consider it desirable for the bank to send out a questionnaire
;. ®ach memher bank as to its rates of interest. The reply stated that con-
aideratLOB is being given to the inclusion of a questiomnaire of this kind

the forthecoming call for reports of condition of all member banks, and

for FRASER
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that’ in order to avoid possible duplication, it is believed Federal reserve
bk should not send out questionnaires until it can be determined whether
e Board will do so.

Approved.

Telegraphic reply to a telegram dated June 22, 1933, from Mr.

Peyt°n. Federal Reserve Agent at Minneapolis, submitting, in response to the
Boarq:s telegram of June 16, 1933, his recommendations as to the rates of
interest on time deposits to be fixed by the Board pursuant to the pro-
"stong of section 11(b) of the Banking Act of 1933, and inquiring whether
eonsideI‘ation has been given to a sliding rate which would be based on and
Tarieq with the discount rate in the district with a definite maximum limit.
e Teply stated that the Board appreciates the consideration which he has
flven 44 its request and will be glad to receive as soon as practicable his
evs as to the other aspects of the question not covered in his telegram.
e Teply also stated that the Board is awaiting the subtmission of the
I‘Dorta by all Federal reserve banks before entering upon detailed considera-
Hon op questions such as that raised by Mr. Peyton, and that it is assumed
te wil include his recommendation on this point in his final report.
Approved.

Telegrams dated June 22, 1933, to Governor Young of the Federal
rhaerVG Bank of Boston, and to the Federal reserve agents at all Federal
“aerm banks, approved by four members of the Board, referring to an
1nmuly contained in a telegram dated June 20 from Govermor Young as to
whether under section 5(¢) of the Banking Act of 1933 the examination of
&fruiates of State member banks is mandatory. The telegrams stated that

%
b Board has ruled that under section 9 of the Federal Reserve Act, as
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Tendeq by section 5 (e) of the Banking Act of 1933, examiners selected
°r&ppr0ved by the Federal Reserve Board must make such examinations of
the 8ffairs of all affiliates of State member banks as shall be necessary
todiscloae fully the relations between such banks and their affiliates
i the effect of such relations upon the affairs of such banks, and that
suohexaminations must be made in connection with examinations of State
Tabe, banks,

Approved.
Telegram dated June 22, 1933, to the Federal reserve agents
" ay Federal reserve banks, approved by four members of the Board,
tmuﬂhing receipt of a telegram dated June 21 from Mr. Austin, Federal Re-
servaAgent at Philadelphia, inquiring whether the rate of interest which
Ty Boarg 44 authorized to fix on time deposits pursuant to seetion 11(b)
°tth3 Banking Act of 1933 is the exact rate which member banks must pay
or‘hether it is a limit which they cannot exceed. The telegram stated
Ha S8ction 19 of the Federal Reserve Act, as amended by section 11(b)
" the Banking Act of 1933, which authorizes the Board "to limit by
I‘gu'h‘:“‘ioll the rate of interest which may be paid by member banks on
“me dep°31t8", authorizes the Board to fix a maximum rate which may not
eexeeeded by member banks, but does not contemplate that member banks
"y be Tequired to pay such maximum rate, and that they could pay lower
" ay their option.
Approved,

thy Telegraphic reply on June 21, 1933, approved by four members of

™, to0 a telegram dated June 20 from Governor Young of the Federal

Rey
Q s
Tve Bank of Boston, requesting advice as to whether the bank is com-
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Pelleq to accept a clearing account from a nonmember bank which agrees
Yo tarry an adequate balance to offset items in transit. The reply stated “
that & Federal reserve bank is not under any circumstances required by law
% 8ceept a clearing account from a nonmember bank, but may accept or refuse
Such account in its discretion; and that, if such account is accepted, the
Tomenhe clearing bank is required by law to maintain a balance sufficient
b Offset items in transit and the Federal reserve bank may prescribe such
Qﬁditi(’llal requirements as, in its judgment, are advisable.

Approved.

Letter dated June 21, 1933, to the Secretary of the Treasury,
&ppm“d by four members of the Board, stating that, as a result of recent
gk Movements, all of the Federal reserve banks have on hand very large
%nnts of gold coin and gold certificates; that at several of the banks,
ho“.ver, the proportion of total gold holdings now maintained in the form
" 8014 sett1ement fund balances is relatively low; end that they are de-
Shmus of increasing these balances in order to facilitate payments to other
Pederal reserve banks and transfers to the Federal reserve agents and the
mited States Treasury. The letter also stated that, in order to accomplish
thiat the banks are considering shipments of gold coin and certificates

? the Treasury, and that the Board will appreciate advice as to the posi-
tlmx °f the Treasury with regard to the following questions which have been
tseq in this connection:
L Will the Treasury permit the Federal reserve banks to ship

United States gold coin to the Treasury, or to the mints or
assay offices, at the Treasury's expemnse? :

Will the Treasury reimburse Federal reserve banks for
abrasion on gold coin deposited with the Federal reserve
banks gince March 7?2

Will it be necessary for the Federal reserve banks,
@specially those not equipped with electric weighing machines,
to determine the amount of abrasion on gold coin before
rrpceoRipment to the Treasury, a mint, or assay office?

isfed.org/
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4, Will the Treasury authorize such Federal reserve banks

as find it desirable to do so, to segregate a portiom of

their stock of gold coin, or gold certificates, or both, '

to be held in joint custody by the banks and agents for

account of the United States Treasurer?

Se Will the Federal reserve banks be permitted to camcel

and ship to the Treasury new and fit gold certificates in

denominations of $500 and over?
The letter also stated that inquiry bas been made of the Board as to the
Ylicy which the Treasury will follow in connection with the disposal
o d Standard silver dollars held by Federal reserve banks in excess of their
requiremmts, and that adviece is requested as to whether the Federal reserve
%nks 111 be permitted to ship excess holdings of stendard silver dollars
fo the Treasury, a mint, or assay office, at the Treasury's expense.

Approved.

Letter dated June 20, 1933, to Mr., Leo J. Drum of the Capital
“ain and Feed Company, Montgomery, Alabema, approved by four members of
Vi B°‘u‘d, replying to his letter of May 19 addressed to the President
°f the United States and referred to the Federal Reserve Board for reply,
requesting reimbursement to the grain company for legal fees paid by it
4 Connection with the case of the Capital Grain and Feed Company vs. the
™dera) Regerve Bank of Atlanta which arose in 1925 out of the attempted
*Uectyon by the Federal reserve bank of a check drawn by the Capital
Qrain and Feed Company on the Merchents Bank of Montgomery, Alabama, and
"o Tesulted in a judgment in favor of the feed company which was paid
n ™11 by the Federal reserve bank. The reply reviewed briefly the
hi%ry of the case and stated that,while the Federal Reserve Board
qeah'eﬂ that the relations between the Federal reserve banks and those
"ty Vhom they deal shall in all respects be fair and equitable, it does

Rot
Teel, for the reasons set forth in the letter, that it cam properly
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intel'Vene in this matter with a view to having the Federal reserve bank
™Y the costs of litigation incurred by the Capital Grain and Feed Company. .
Approved.
letter dated June 21, 1933, to Mr. W. H. Labrot, President of the

lants, Creosoting Company, New York City, New York, approved by five
embers of the Board, replying to his letter of May 6, addressed to the
Seeret&ry of Commerce and referred to the Federal Reserve Board for reply,
% whion he suggested that, as a means of financing exports from this
%untl.y to foreign buyers, the Federal reserve banks extend their rediscount
Iu'j"'ileges’. to banks of issue in foreign countries, particularly the South
e Central American countries, or to importers in those countries on their
b Notes indorsed by the borrowers' local banks and by the respective banks
' 1ssue of such countries., The reply stated that the Federal Reserve Board
8 Dot advised that foreign banks of issue have expressed a desire to redis-
*oung at Federal reserve banks local paper issued for the purpose of paying
b lmports from this country; that it seems improbable that such foreign
h&nks of issue would desire the extension of such privileges, as the practical
oot would be to place upon them the obligationm to furnish the dollar
%hange required at maturity to retire the obligations; that, although Mr.
thmt's suggestion appears to imply a willingness on the part of the foreign
*htrey banks, which are govermment-owned or controlled, to increase imports
fato those countries, it is understood that the efforts of the governments

Qestion have been in the direction of reducing rather than increasing
irul)01"‘*’; and that member banks of the Federal Reserve System are authorized,
gy certain conditions, to accept drafts or bills of exchange having not

g
s than three months' sight to run drawn by banks in foreign countries

g for FRASER
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for the Purpose of furnishing dollar exchange required by the usages of
trade in such countries, which acceptances are eligible for rediscount
by Federal reserve banks. The reply also inclosed a copy of the Board's
Regul‘fﬂiion C containing provisions regarding acceptar;ces drawn for the
Purpose of creating dollar exchange and stated that it is understood that
doll&l‘ credits created in this manner are normally available to importers
"o ®njoy adequate local bank facilities, but that, in a number of ILatin
A'meri“ml countries, governmental exchange restrictions are in effect and
MIRAY Paairtorions Dawe tanded ta peduos subatantialiy tha smotcb of
Goligr exchange available to the banks in such countries.
Approved.

Letter to Mr. Joseph A. Broderick, Superintendent of Bamking,
U.hqm,' New York, replying to his letter of May 26 to Governor Black,
“ﬁoeipt of which had been acknowledged previously, and stating that the
%mbers Of the Board have noted the reference in the letter, in connection
"t Tequirements for admission to membership in the Federal Reserve System,
i, "the Present rigid and stringent policy of the Federal Reserve Board"
o the statement that the requirements set up are "unreasonable and
Qppresshe", and the reference to the standard of conditions as having
°0 ngey up to keep out new members"., The reply also stated that, in
viﬂ‘ of these and other expressions, the Board naturally desires to give
he Subject matter of the letter very careful consideration; that, in order
- 4 1t yn doing so, it will be appreciated if Mr, Broderick will review
oo ®Mditions which the Board has imposed in each instance in connection
"ith the admission of State banks in New York to membership in the Federal
Re%rve System during the past twelve months and point out to the Board in

Qach
®ase the particular requirements which, in Mr. Broderick's opinion,
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"re unreasonable and oppressive, together with his reasons for his con-
*lusion; and that such anm analysis will enable the Board to study the
x‘ecm-"-l‘enern:s in the light of the facts of the particular situations upon
"aien they were based and it is believed will result in a more effective
diaeuﬂsion of the points involved. The letter stated further that if Mr,
Brc’del‘ick does not have immediately at hand the statement of the conditions
imp%ed by the Board in each of the cases of banks whose applications have
been approved for membership during the past year, it is suggested that he
®t in touch with Mr. Case, Federal Reserve Agent at New York, who, no
doubt, will be glad to assist him in any way possible in accumulating the
Yesireq information; and that he may be assured that the Board has every
deah'e to consider these matters from a constructive point of view and

tha bis cooperation will be welcome.

In connection with a suggestion that it might be advisable to

T Quest Mr. Broderick to came to Washington to discuss with the Board

the Datter referred to in his letter, Governor Black reported that he had
Useusgeq the situation with Mr. Broderick when the latter was in Washing-
% re%ﬂtly; that he later considered it with one of Mr. Broderick's
alss1‘3'(?%1111;3, and that Covernor Harrison and Deputy Governor Rounds of the
EIBdel"‘l Reserve Bank of New York had given considerable time to the matter,
» Stated that Mr. Rounds has spent a great deal of time, particularly,

A ®Mnection with the application of the Westchester Trust Company,
Wkers, New York, he and Mr. Dillistin, Assistant Federal Reserve Agent
i New York, having come to Washington to consider the matter with members

of
he Boardrs staff.
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After discussion, during which Mr, Morrill
stated that the Deputy Commissioner of Banks of
the State of New York had made an appointment to
call on him this afternoon, the proposed reply
was approved.,
Governor Black stated that, if agreeable to
the other members of the Board, he would also
address a personal letter to Mr. Broderick. The
other members present indicated that they felt
such action would be desirable,
Memorandum dated June 20, 1933, from Mr. Smead, Chief of the
Dy
Vision of Bank Operations, approved by four members of the Board, stating
that ..
e, Since the passage of the Emergency Bank Act of March 9, 1933, a number
of
Rational banks have issued preferred stock as authorized by that act
a
la Tew State bank members have also issued such stock under authority
of
State law; and that, accordingly, it is proposed to have the member
s S8how, in their next condition reports, the amount of first preferred
a
U secong preferred stock, which any of the banks may have issued,
o
par&tely fram the common stock, so far as such information relates to the
o> of shares, par value, and retirement price of such preferred stock,
byg
to show only one amount as the net book value of all the capital stock
of
the bank, The memorandum submitted a copy of proposed instructions to
Ty
Doy banks governing the method of reporting the capital accounts, and
o)
l8d attention to the fact that, instead of showing the capital stock as
the :
*irst item on the liability side of the call report, it is proposed to ;
8,
W the item "capital account" immediately following the item "other

ia
bilities." and to change the total of liabilities to read "Total,

elugyy ferred and
capital account”; that the net book value of the preferre

Soy
Stock, rather than its par or retirement value, is to be shown in

the
®Mount golumm, and that the book velue of the capital stock is to be
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Wdeq to surplus, undivided profits, and reserves for contingencies to
Btain the total value of the capital account, or net worth. The memorandum
%0 stateq that inasmuch as the Bamking Act of 1933 authorizes the Federal
Reserve Board to regulate the rate of interest which may be paid by member
ha'nh on time deposits, it is proposed to ask State bemk members to accompany

oir next call report with a report of the rates of interest paid by them

. ®ach class of such deposits, and to revise Schedule "L" of the call report

tory 105 in which member banks at present classify their time deposits, so
Hhag the information submitted on that schedule will conform to the proposed
Npm on the rates of interest paid by the bank on time deposits; that, in
&dditi"n to the above changes, it is proposed to add a separate schedule on
muiatea as explained in detail in another memorandum on the subject of
Pepma of affiliates of member banks; and that it is understood that the
Poposeq changes in the Board's call report form will be made also by the
"ol 1 e of the Currency in the form used by national banks in submitting
thair Quarterly condition reports.
Approved.

Memorandum dated June 22, 1933, from Mr. Smead, Chief of the
Diuai"n of Bank Operations, approved by four members of the Board, stating
e Section 5(c) of the Banking Act of 1933 amends section 9 of the Federal
Rﬁaerve Act by adding at the end thereof new paragraphs which, among other
things’ Tequire each State bank member to obtain from each of its affiliates,
“She than member banks, and to furnish to the Federal reserve bank of its
““ri“ and to the Federal Reserve Board, not less than three reports during
i Year; that such reports are to be in such form as the Federal Reserve

Bqard may preseribe and are to disclose fully, as of the dates fixed by the
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Boarq for reports of condition of member banks, the relations between

Such affiliates and such banks in order to enable the Board to inform it-
881f as to the effect of such relations upon the affairs of such banks;

4 that geetion 27 of the Banking Act of 1933 requires the Comptroller

T the Currency to obtain similar reports of affiliates of national banks.
Te memorandum also stated that, assuming that the Board will ask State
bank members to submit reports covering each of their affiliates as of the
late of the next call for conditiom reports, three forms have been drafted,
™ich were submitted with the memorendum, one for use in obtaining reports
Tron holding company affiliates, one in obtaining reports from other af-
riliatGS, other than member banks, and one for the use of member banks in
TDorting loans and advances to, and investments in securities of, their
Qrri‘li!ite&; that, while these forms are believed to be adequate for the
Dl‘esent, it is quite possible that the information that will be reported
therein will make it desirable to revise and perhaps elaborate the forms
P Use in obtaining subsequent reports, and that it is desirable that the
forng used by the Board in obtaining the reports of affiliates of State
bank lembers be identical, in all essential particulars, with those used

% the Comptroller in obtaining reports of affiliates of national banks.
e Nemorandum stated further that the amendment to section 9 of the Federal
Rﬁaeme Act requires that reports of affiliates of a State bank member
ahall be published by the bank under the same conditions as govern its own
QOndition reports; that there is nothing in the Federal Reserve Act, how-
‘Yer’ which requires State bank members to publish condition reports sub-
Witeq t0 the Federal Reserve Board and the Board has nmever required that

ol Teports be published; that, in view of these circumstances, it would

g for FRASER

gilisfed.org/



206
8/23 /35 )

Seen that‘ a reasonable interpretation of that section of the act would be
" require that State bank members publish the reports of their affiliates
Wder the same conditions as govern the condition réports submit ted by
Such banks to State authorities, and that, accordingly, a proposed letter
% 1113tructi.on.:s, also submitted with the memorandum, had been drafted which
Tovides for such procedure.

Approved.

The Assistant Seeretary then presented a letter dated June 21, 1933,
from Austin, Chairman of the Federal Reserve Bank of Philadelphia,
“ating that, at its meeting on that date, the board of directors of the
h&nk, Subject to the approval of the Federal Reserve Board, established a
Tate of 4 1/2% on advences to member banks under section 10(b) of the Federal
Reaer“ Act, as amended, and a rate of 4 1/2% on advances to nonmember banks
" trusg companies under section 404 of the Act of March 9, 1933, as amended.
A the discussion which followed, reference was made to a statement issued
¥ the Reconstruction Finance Corporation on June 10, 1933, that a reduction
™ the retes charged by the Corporatiom on certain loans made by it had been
Quth"l‘ized, and the question was raised as to the possibility of the action
W the board of directors of the Federal Reserve Bank of Philadelphia having
been taken on the assumption that such reduction had been actually put into
*00t on 1oans made to benks. Mr. Morrill stated that information had been
Obtained yesterday from the Reconstruction Finance Corporation that, while
1 Working on an arrangement under which a reduction may be made, the
Nduethn has not actually become effective.

Accordingly, Mr, Morrill was requested to call Mr.
Austin on the telephone end ascertain whether the action
of the directors of the Philadelphia bank was in any way

predicated upon the assumption that a reduction in the
rates charged by the Reconstruction Finance Corporation

had been made.
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The Secretary then presented a memorandum dated June 15, 1933,
from the Board's Fiscal Agent recommending that; on the basis of the estimated
®Xpenditures of the Federal Reserve Board for the period of six months be-
8laning July 1, 1933, of approximately $430,271, the Board levy an assess-
Tent on the Federal reserve banks of ninety-two thousandths of one per cent
('00092) of the total paid-in capital and surplus of the Federal reserve
Sankg as of the close of business on June 30, 1933, Mr. Morrill referred
% the letter addressed to the Federal reserve agent at Richmond on June

1
8 1933, inquiring whether it would be satisfactory to that bank for the

Tederay Reserve Board to open and maintain on the bocks of the bank an
8¢Count in which the Board's funds, including the proceeds of the semi-
gy assessments on the Federal reserve banks, may be deposited, and he
Stated that M. Walden, Controller of the Federal Reserve Bank of Richmond,
tag come to Washington in accordance with the Board's suggestion and a plan
taq been worked out for the opening of an account at the bank in the name
°f the Federal Reserve Board and for the deposit of the proceeds of the pro-
P98ed assessment in that account. Mr. Morrill also stated that the details
°f the plen, which has been approved by Mr. Smead, Chief of the Division

o Banlke Operations, are being completed and will be submitted to the Board
' approval.

Accordingly, the following resolution was
adopted:

"WHEREAS, under Section 10 of the act approved December 23, 1913,
i and known as the Federal Reserve Act, the Federal Reserve Board is em-
DPowered to levy semi-annually upon the Federal reserve banks, in pro-
Portion to their capital stock and surplus, an assessment sufficient
%o pay its estimated expenses, including the salaries of its members,
assistants, attorneys, experts and employees, for the bhalf year suc-
ceeding the levying of such assessment, together with any deficit
carried forward from the preceding half year;
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"WHEREAS, Section 10 of the Federal Reserve Act, as amended by
the Banking Act of 1933, contains the following provision:

'The Board shall determine and prescribe the manner
in which its obligations shall be incurred and its disburse-
ments and expenses allowed and paid, and may leave on de-
posit in the Federal reserve banks the proceeds of assess-
ments levied upon them to defray its estimated expenses and
the salaries of its members and employees, * * * and funds
derived from such assessments shall not be construed to be
Government funds or appropriated moneys.?

"WHEREAS, it appears from estimates submitted to and considered
by the Federal Reserve Board that it is necessary that a fund equal to
ninety-two thousandths of one per cent (.00092) of the total paid-in
capital stock and surplus of the Federal reserve banks be created for
the purpose hereinbefore described, exclusive of the cost of engraving
and printing of Federal reserve notes; :

"NOW, THEREFORE, BE IT RESOLVED BY THE FEDERAL RESERVE BOARD, That:

"(1) There is hereby levied upon the several Federal reserve
banks an assessment in an amount equal to ninety-two thousandths of one
Per cent (,00092) of the total paid-in capital and surplus of each such
bank at the close of business on June 30, 1933;

"(2) Such assessment shall be paid by each Federal reserve bank
in two equal installments on July 1, 1933, and September 1, 1933,
Tespectively;

"(3) Every Federal reserve bank except the Federal Reserve Bank
of Richmond shall pay such assessment by transferring the amount thereof
on the dates stated above through the Gold Settlement Fund to the
Federal Reserve Bank of Richmond for credit to the account of the Federal
Reserve Board on the books of that bank, and the Federal Reserve Bank of
Richmond shall pay its assessment by crediting the amount thereof on
its books to the Federal Reserve Board on the dates stated above,”

Governor Black reported that, at the invitation of the Under
S%ret"l'y of the Treasury, representatives of all the Federal reserve banks
. n Washington yesterday and discussed the general question of procedure
rqll“ed at the present time in handling subsecriptions to Govermment
aecuritiea; that he attended the afternoon session of the conference; and
that' While no decisions were reached, it was understood that the repre-

3¢
nta‘tives of the various Federal reserve banks would submit in writing
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theip recamendations as to changes in the procedure.

Governor Black also stated that yesterday he discussed the Michigan
Yanking situstion with Mr, Talley of the Recomstruction Finance Corporation,
¥ho has now gone to Chicago to consider that situation with the officials
o the Federal Reserve Bank of Chicago, following which he plams to visit
Detr"it, Battle Creek, and possibly other points in Michigan where acute
hanking Problems are presented.

Governor Black also advised that Mr. Williams, Federal Reserve
feent at the Federal Reserve Bank of Cleveland, while in Washington on
"ednesdﬁy and Thurasday of this week, discussed with him the banking situa-
Hon in the Fourth Federal Reserve District. He stated that Mr, Williams
Toels the situation in Cleveland is improving, and that the most distressed
Potng in the distriet is Akron, Ohio. Governor Black added that he pro-
Poseq to discuss the Akron situation with the directors of the Reconstruc-
Han Finance Gorporation.

The Governor also informed the members of the Board that Mr. I.
Ievi_n, Counsel for the Detroit branch of the Federal Reserve Bank of Chicago,
taq Visited Under Secretary of the Treasury Acheson yesterday and discussed
"0 hig gpe banking situation in Detroit; Mr. Ievin having advised Mr.
“oheacy that it is felt that it would be desirable for the Secretary of
" Tl’easury to take up with the Reconstruction Finance Corporation the
questbn as to what can be done to relieve that situatiom, and that it would

8elpryy if the Secretary were to make a trip to Detroit and discuss the

Pobley With the bankers there.

Governor Black further reported that Governor Harrison of the Federal

Re
Se
Ve Bank of New York, returning from Londom, will arrive in New York
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today where he will discuss with the Secretary of the Treasury the
8neral question of stabilization, and that he will be in Washington
bomorroy morning.

Governor Black then stated that he had given consideration to the
Share-the-work plans in effect at certain of the Federal reserve banks
4 hag discussed the matter informally with some of the members of the
B°&1‘ﬂ, following which he had submitted the matter to Mr. James as Chairman
f the Committee on Salaries and Expenditures.

Mr, James stated that he felt that, in view of recent increases
ln Prices and the efforts which are being made toward higher wages, and
al%a in view of the increased activities at the Federal reserve banks
x.as""]-'cing from recent legislation, it would be advisable for the Federal
Reserve Board to indicate to the Federal reserve barks that its attitude
ould pe favorable toward the discontinuance of the share-the-work plans
g the wage reductions which have been in effect at the banks, and pre-
%nted’ for the Board's consideration, a resolution prepared with this
*ought in ming.

A gemeral discussion ensued, at the con~

eclusion of which the resolution presented by
Mr., James was amended and adopted in the follow-

ing form:

"WHEREAS, certain Federal reserve banks have heretofore
lade general or flat-rate reductions in the salaries of their
officers and employees, some in connection with share-the-work

Plans and others independently of such plans;

L' , nation-wide efforts are now being made to en-
Courage industrial and business interests to raise salaries and
Wages in order to increase the purchasing power of the people
and thereby to promote business recovery, a movement in this
direction is already under way, and it would be well for the
Federal reserve banks to participate in this movement;
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"WHEREAS, all of the Federal reserve banks are operating
at a profit, most of them having already realized sufficient net
earnings to pay their dividends for the first six months of 1933,
and the aggregate net earnings of the twelve banks are far in
excess of their aggregate dividend requirements;

"WHEREAS, the Banking Act of 1933 amends Section 7 of the
Pederal Reserve Act so as to relieve the Federal reserve banks of
the necessity of paying any franchise tax to the Govermnment, thus
eliminating any financial interest of the Govermment in their
earnings;

"WHEREAS, the increased duties devolving upon the Federal

reserve banks under legislation enacted during 1933, together with

_ the improvement in business conditions, are resulting in a sub-
Stantial inerease in the volume of their work, thereby eliminating
the necessity of reducing the mumber of employees at the various
Federal reserve banks, including those where additional employees
were taken on in carrying out the share-the-work plans in effect
at those banks;

"WHEREAS, it appears that the cost of living is advancing;
"NOW, THEREFORE, BE IT RESOLVED, That there appears to be
N0 ocecasion for continuing in effect the emergency reductions in
salaries of the officers and employees of the Federal reserve banks;
"BE IT FURTHER RESOLVED, That it is the sense of the Federal
Reserve Board that the Board of Directors of each Federal reserve
bank should give prampt consideration to terminating the emergency
reductions in the salaries of their officers and employees, effective
July 1, 1933, or as soon thereafter as it is practicable to do soj
"BE IT FURTHER RESOLVED, That the Board's Secretary be hereby
instructed to transmit a copy of this resolution to the Chairman of
the Board of Directors of each Federal reserve bank and request him
%o bring it to the attention of the Board of Directors at its next
Neeting,"
Governor Black stated that Mr. Case, Federal Reserve Agent at the
B
daral Reserve Bank of New York, had called him on the telephone, advising
t
ta his physician had advised him to take a rest and that he would like
to
leave at the end of this month on a rest trip to Europe which would
Te
Wire six weeks time, or two weeks longer than the usual vacation period.
G°'°1'nor Black also stated that Mr, Case had advised that the trip would
Dade with the understanding that it was entirely personal and that he
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Woulq not be representing the Federal Reserve Bank of New York or the
Fedel‘&l Reserve Board in any way. During the ensuing discussion reference
88 made to the extended leave of absence granted Mr., Case during his
Waess 1n 1931 and early in 1952, Mr. Hamlin, as Chaiman of the Committee
- District No. 2, stated that he felt that before the termination of Mr.
Caaers Dresent designation as Chairman and Federal Reserve Agent at the
Bhd"l‘&l Reserve Bank of New York, the committee should look into the
Westion or Mr. Case's physical condition, and, with that in mind, Mr.
Hamlin moved that the Board interpose no objection to Mr, Case being absent
"™ the benk quring a period of two weeks in addition to the regular
Teeation period.
Carried.
Reports of Standing Committee dated June 20, 21, and 22, 1933, ;

I‘eo‘c‘l‘“end:mg approval of the following changes in stock at Federal reserve

Yk,

Miilcations for ORIGINAL Stock: Shares
Tponiet o, 1.
lonal Bank of Commerce of Portland, Maine. 300
Ol National Bamk, Brandon, Vermont. 36 336
gﬁtrict No. 8.
St National Bank, Conway, Arkansas. 34 34
Total 370
Diali"ations for SURRENDER of Stock: :
ariet No, 1, '
®ker National Bank, Turners Falls, Mass,
Decrease in capital) 30 30 !
)
; &i:;:“t No. 5.
TS & Mechanics National Bank, Westminster, Md.
(Reduction in surplus) 60 60 4
D Y
c}:gict No, 6.
®hs National Bank in Marietta, Ga. (VeL.Abs. by _
First National Bank of Marietta, Ga.) 66 68 i
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i Lplications for SURRENDER of Stock: (Cont'd) Shares

\gistrict Now 76
irst National Bank, Toledo, Illinois. (V.LeSuc.
by First National Bank in Toledo, Illinois) 36 36

Mstrict No. 11.
® First National Bank in Valley Mills, Texas.
(V.L.Suc, by First National Bank in Valley
Mills, Texas) 21 21

Mstriet No. 12. |
ard First National Bank, Seattle, Wash.
(V.L.Abs, by First National Bank of Seattle,

Washington) 75
Ki'ngsmlrg Bank, Kingsburg, Calif. (Insolvent) 102 177
Total 390
Approved.

Thereupon the meeting adjourned.

P s
é%?(ﬂ/bt M(;q,bp &

Secretary,

Approved: é[ﬁ /§/ L/\

Gaovernor. :
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