
A meeting of the Executive Committee of the Federal Reserve Board

1788 held in Washington on Monday, August 21, 1933, at 12:45 p.m.

PRESENT: La% Tames
Mr. Thomas
Mr. Szymezak

Mr. Morrill, Secretary

Mr. Carpenter, Assistant Secretary.

The Connaittee considered and acted upon the following matters:

Letters dated August 10 and 17, 1933, from Mr. Roelse, Assistant

Secretary of the Federal Reserve Bank of New York, and telegrams dated

411gust 10, 1933, from. Lr. Lassiter, Class C director of the 2ederal Re-

ink of Richmond, Mr. Newton, Chairman of the Federal Reserve Bank

Of Atlanta, and Mr. McClure, Chairman of the Federal Reserve Bank of Kansas

CitY, August 16, 1933, fromiLas. Austin, uhairman of the Ifederal Reserve Bank

°I' Philadelphia, and August 17, 1933, from Mr. Newton, Chairman of the Fed-

e1 
Reserve Bank of San Francisco, all advising that, at meetings of the

boards of directors on the dates stated, no changes were made in the banks'

ei8tinC schedules of rates of discount and purchase.

Without objection, noted with approval.

Memorandum dated August 10, 1933, from Mr. Paulger, Chief of the

bivi 4
8"")n of Examinations, recommending the appointment of Mr. E. L. Brien,

3. It • his designation as an assistant Thderal reserve examiner, with

a.41"Y at the rate of 4;3,900 per annum; the recommendation having been

e4D131'°Ired by four members of the Board on August 16, 1933.

'LT. Brien was appointed an examiner for all

Purposes of the Federal Reserve Act, as amended, and

of all other acts of Congress pertaining to examina-

tions made by, for, or under the direction of the

Federal Reserve Board; and was designated as an

assistant Federal reserve examiner, with salary at
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the rate of .„0,900 per annum, all effective as

of the date upon which he enters upon the per-

formance of his duties.

Memorandum dated August 14, 1933, from Mr. Paulger, Chief of the

Division of Examinations, recommending the appointment of Mr. Joseph H.

Porter and his designation as an assistant Federal reserve examiner, with

"aary at the rate of 4;3,600 per annum; the recommendation having been

aPPzoved by six members of the Board on August 19, 1933.

Mr. Porter was appointed an examiner for
all purposes of the Federal Reserve Act, as

amended, and of all other acts of Congress per-
taining to examinations made by, for, or under

the direction of the Federal Reserve Board; and
was designated as an assistant Federal reserve

examiner, with salary at the rate of 43,600 per
annum, all effective as of the date upon which
he enters upon the performance of his duties.

Memorandum dated August 10, 1933, from Er. Goldenweiser, Director

°r the Division of Research and Statistics, recommending the appointment of

141'8- Lucile Erway as a stenographer in the division for a probational

111-(3d of three months beginning August 15 with salary at the rate of

/3 Per annum; the recommendation having been approved by four members

" the Board on August 12, 1933.

Approved.

Memorandum dated August 11, 1933, from Mr. Morrill recommending

the r.
-.PPointment of Mr. L. P. Bethea, as Assistant Secretary of the Federal

Reae
".-ve Board, with salary at the rate of ;$5,750 per annum, effective

4111.1t 221 1933; the recommendation having been approved by five members

°r the 
-oard on August 16.

Approved.
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Memorandum dated August 18, 1933, from Mr. Morrill stating that,

at the request of flr. Martin, Assistant to the Governor, and with the

aPproval of Governor Black, it is recommended that Miss Gladys I. Welch,be

aPPointed Secretary to Mr. Martin, with salary at the rate of ..;2,300 per

annum, effective as of the date upon which she enters upon her duties; it

being understood that Lass Welch is expected to serve only for the period

(lis Mr. Martin's service as Assistant to the uovernor.

Approved.

Letter dated August 16, 1933, to Mr. Gilbart, Deputy Governor of

the Federal Reserve Bank of New York, approved by six members of the Board,

Stating that, in accordance with the recommendation contained in his

letter of August 7, the Board approves changes in the bank's personnel

classification plan to Provide for increases in the salary ranges of five

Positions in the service division of the building operating department of

the bank; the changes being necessary to comply with a provision of the

161'eaident's reemploymont agreement.

Approved.

Letter dated August 16, 1933, to Mr. Walden, Controller of the

Reserve Bank of Richmond, approved by six members of the Board,

etating that, in accordance with the recommendation contained in his letter

°e411Cuat 2, the Board approves changes in the bsnk's personnel classifica-
tion 

Plan to provide for the establishment of nine new positions in the

01.1nti-ng and planning, Reconstruction Pinanco Corporation custodian and

encled banks departments of the head office of the bank and one new

13°.ait*lon in the collection department of the Charlotte branch, the discon-
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tinuance of two positions in the accounting and planning department of the

head office, and an increase in the salary range of the position of

custodian' in the securities department of the Baltimore branch.

Approved.

Telegraphic reply on August 12, 1933, approved by three members of

the Board, to a telegram dated August 11 from Er. Newton, Chairman of the

Pederal Reserve Bank of Atlanta, stating that, at a meeting of the board

°I' directors on that date, the salaries of officers and employees of the

bank and its branches and agencies were restored, effective August 1, 1933,

to the schedule prevailing on December 31, 1932, and requesting advice as

to whether this action meets with the approval of the Board. The reply

StEtted that the Board approves the salary adjustments involved in the

aetion of the board of directors in eliminating the deductions from the

be'sic rates of compensation of officers and employees of the bank which had

11(3811 in effect prior to August 1; that the reduction in lir. Newton's basic

8111-47 which was made effective on January 1, 1933, is discontinued as of

414Mst 1, 1933; and that no change is being made in the salary of Assistant

el'eral Reserve Agent Clark, which was fixed at the rate of 7,500 per

:"Itlwithout reference to salary reduction.

Approved.

Reply on August 16, 1933, approved by six members of the Board, to

(t letter dated August 10 from la'. Austin, Chairman of the Federal Reserve

-- or Philadelphia, in regard to the adoption by the bank of the amended

el41 °Yrnont agreement proposed by the administrative committee of the

44tarir.
Bankers' Association. The reply referred to the chairman's state-
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ment that in complying with the code, it would be necessary to discharge

ten pages and to employ ten additional clerks and one fireman, and stated

that the Board would like to have for its records a statement showing the

reasons for discharging, the ten pages.

Approved.

Telegraphic reply on August 11, 1933, approved by four members of

the Board, to a letter dated August 5 from Lir. Walsh, Federal Reserve

Agent at Dallas, with regard to questions arising in connection with the

ePPlication of the President's reemployment agreement, recently signed by

the bank, to the compensation and hours of service of part time employees

tX the bank's dining roam, the field representatives assigned to the

collection of paper held from suspended banks, and field men in the member

1144k relations department. The reply stated that the Board believes that

tile views expressed by the agent as to the compensation and hours of

"ice of the respective classes of employees referred to are in accord

With the President's reemployment agreement, as amended by the administra-

tive committee of the American Bankers' Association.

Approved,

Bond in the amount of ,50,000, executed on August 8, 1933, by Er.

411 G. Fenner as Acting Assistant Federal Reserve Agent at Philadelphia;

tile
b°nd having been approved by five members of the Board on August 16,

ig33.

Approved.

Letter dated August 16, 1933, to the board of directors of The

04 co luity Savings Bank, Et. Vernon, Ohio, approved by six members of the
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Board, stating that, subject to the conditions prescribed in the letter,

the Board approves the bank's application for membership in the Federal

Reserve System and for the number of shares of stock of the Federal Reserve

Bank of Cleveland to which the bank will be entitled upon the basis of its

Capital and surplus as of the date upon which its membership becomes

effective.

Approved.

Reply on August 16, 1933, approved by six members of the Board, to

a letter dated July 31 from lir. Curtiss, Federal Reserve Agent at Boston,

st ting that the Hartford-Connecticut Trust Company, Hartford, Connecticut,

48 again requested that its application for membership in the Federal Re-

8"v0 System, now pending before the Board, be held in abeyance until

e-I'llartgements can be completed regarding the banks owned by the trust

°1111°/anY's affiliate. The reply stated that, in accordance with the bank's

l'equest and the agent's recommendation, the Board will take no action on

the
ttPPlication, but that, in view of the time which has elapsed since the

14 t
- examination, it is suggested that the agent request the bank to file a

11" aPPlication upon completion of the contemplated arrangements, and that,

1113en the agent's favorable recommendation, the Board will be glad to con-

OX' such a new application supported by a current report of examination,

171-1111 should include a report of the trust department. The reply also

tlIteci that, in determining what disposition is to be made of the banks

eerlt
by the Hartford-Connecticut Company, most of which are national

it is assumed that the trust company has taken into consideration

the 
Pr°visions of the Banking Act of 1933 that pertain to holding company
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affiliates, but that it might be well for the agent to call attention to

these provisions with particular reference to the requirements regarding

the necessity for a holding company affiliate of a national bank to obtain

a voting permit before voting stock it holds in the national bank.

Approved.

Letter dated August 10, 1936, to Lir. Case, Federal Reserve Agent

at New York, approved by four members of the Board, referring to the

sPPlications of the Watkins State Bank, Watkins Glen, New York and the

8ank of Elmira Heights, New York, for membership in the Federal Reserve

SYatm. The letter stated that it has been noted that a majority of the

shares of the capital stock of each of the banks is owned by the First

National of Elmira Corporation, Elmira, New York, and that if the banks

e're admitted to membership in the Federal Reserve System, it will be

4sce88ary for the First National of Elmira Corporation to agree to accept

the
- same conditions and limitations as are applicable under section 5144

°r the Revised Statutes of the United States, as amended, in the case of

4°1ding company affiliates of national banks, and to obtain from the Board

v"ing permit as required by the provisions of section 9 of the Federal

aeSerlre Act and 5144 of the Revised Statutes, as amended by the Banking

4" Of 1933. The letter also stated that in acting upon an application for

a voting permit, the Board is required under the law, among other

to consider the financial condition of the applicant holding

Qc) P411Y affiliate, the general character of its management and the probable

"real of the granting of such permit upon the affairs of the member bank;

that
the Board does not, at this time, have sufficient information with
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read to to the 2irst National of Elmira Corporation to determine whether

or not it should be granted a voting permit; and that it does not feel

that it should act upon the applications for membership of the Watkins State

Bank and the Bank of Elmira Heights until it is also in a position to deter-

mine whether it can properly grant a voting permit to the holding company

affiliate of these banks, the First National of Elmira Corporation. The

letter inclosed mimeographed copies of the regulations and appropriate

f(3rms with regard to the issuance of voting permits to holding company

affiliates; requested that the agent advise the applicant banks that the

Board will defer action upon their applications for membership and that

copies of the regulations and forms relative to voting permits of holding

ec°IaPanY affiliates will be furnished to the banks as soon as practicable

14 order that the First National of Elmira Corporation may take appropriate

action preparatory to its application for a voting permit; and stated that

the Board will consider the applications for membership when an application

a voting permit has been received from the 2irst National of Elmira

e°rPoration and the Board has given favorable consideration to such an

41431ioation, and that it is essential that the voting permit be applied for

44 eclon as possible after receipt of the Board's regulations in order to

QI/Iliate the necessity of any further examinations of the banks applying for

t411411°erahip, since it is important that the information regarding such con-

clltion of the banks be current. The letter also inclosed copies of memoranda

III'a134red by the Board's Division of Examinations outlining the unfavorable

teEttill'es of the condition of the banks referred to, and suggested that the

leent Point out to the institutions the undesirable features of their con-
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dition, as reflected in the reports of examination, with the request that

in the interim they make every effort to effect correction of or a material

improvement in the matters of criticism, advising the Board at the time of

the submission of the holding company's application for a voting permit

What progress has been made in this direction.

Approved.

Telegraphic reply on August 11, 1953, approved by four members of

the Board, to a telegram dated August 2 from. Er. Newton, Federal Reserve

Agent at Atlanta, stating that the Central Farmers Trust Company, West Palm

Beach, 
21orida, is now ready to comply with the conditions of membership

1)rescribed in the Board's telegram of April 3, 1935, and recommending that

the Board grant a further extension of the time within which the institution

11514 comply with the conditions of membership. The reply stated that the

Board grants an extension until August 31, 1933, of the time within which

the trust company may accept the conditions of membership prescribed for

it and its admission to membership in the System may be accomplished.

Approved.

Reply on August 14, 1935, approved by four members of the Board,

to
" letter dated June 20 fromlir. Stevens, Federal ,.teserve Agent at Chicago,

to
ll7rdin an application of the Farmers State Bank, Chadwick, Illinois,

—
iimmbership in the Federal Reserve System. The reply noted that the benk

had Obtained agreements from the depositors whereby 2(r.5 of their deposits

17ere
1gned to the bank and used to eliminate criticized assets; that the

delivered to each depositor making such assignment a deferred certifi-

QEkte
deposit to be retired out of the earnings of the bank; and that the
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certificates have priority over the claims of stockholders upon liquidation

or the bank. The reply stated that, in the circumstances referred to, the

B°ard would not be justified in approving the application of the bank for

raembership at this time, and that the Board feels that the application

8heuld be deferred until the bank is released from the liability for payment

Of deferred deposits or the impairment in its capital is otherwise elim-

inated and provision is made for the payment of such deferred deposits, the

general character of its assets has been improved materially, and, since

the restrictions on the withdrawal of 7* of the deposits have been removed

cnlY recently, the public's reaction toward the institution and the

1/083ibi1ity for successful operation can be determined more definitely.

The reply also requested that the agent communicate with the bank and

ellEgest the withdrawal of its application from further consideration at

thie time, and stated that, if at a later time the agent feels that the

8°ara would be justified in considering the matter again, there should be

neW aPPlication and a new examination as a basis for his recommendation.

Approved.

Telegraphic reply on August 19, 1933, approved by four members of

tile Board, to a letter dated August 11 from Lir. McClure, Federal Reserve

*Pteent at Kansas City, recommending approval of a request of the Sylvan State

Sylvan Grove, Kansas, for an extension of time to October 1, 1933, in

111Q11 to comply with the conditions of memberShip imposed by the 3oard in

t 
itg 1

-Letter of Tuly 17 advising of approval of the bank's application for

rilellibel‘shiP in the Federal Reserve System. The reply stated that the Board

€a'allta the extension requested.
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Approved.

Letter dated August 10, 1933, to Mr. Case, ifederal Reserve Agent at

New York, approved by four members of the Board, replying to Assistant Fed-

eral Reserve Agent Williams' letter of July 28 transmitting a request from

/11'• 2. Abbot Goodhue, President of the Bank of The Manhattan Company, New

York, New York, for a further extension of ninety days from August 30, 1933,

Of the time in which the Bank of The Manhattan Company may dispose of its

h°1ding5 of stock in the Corning Trust Company and the North Side State

8a4k of Corning, New York, and the County Trust Company of White Plains,

New York. The reply stated that this request was transmitted to the Board

Without a recommendation from the agent's office as to the action the Board

eh°111(1 take in the matter; that, in this connection, the Board also received

4.e81stant 2edera1 Reserve Agent Dillistin's letter of July 19 transmitting

4 e°131r of a letter dated July 17 from Jr.l J. Stewart Baker, Chairman of the

8e41  of The idanhattan Company; that, from the information submitted in the

letters of Mr. Baker and Mr. Goodhue, the Board is not in a position to

determine whether the Bank of The Manhattan Company has made satisfactory

III'°ress in attempting to dispose of its holdings in the stock of the

a°/Igirlg banks; and that, if it is the judgment of the agent's office, after

1111141ing itself fully as to the facts, that the institution is making a

cilligent effort to dispose of its holdings in these banks and that the

Iletiations are of a character which justify the belief that the Bank of

'114e Ilealhattan Company could reasonably expect to effect the disposition of
the

etock without undue delay, the Board is disposed, upon the agent's

1,0Q0
t1lMendation, to grant a reasonable further extension of time within
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which the 3fInk of The Eanhattan Company may accomplish such disposition.

The reply also referred to the statements contained in Jr. Baker's letter

or July 1? that no progress has been made in disposing of the stock of the

County Trust Company of White Plains, that the bank can find no one who has

the money or desire to purchase this stock, and that the bank feels that it

is handicapped by the fact that it cannot let it be generally known that

disposition of the stock of the County Trust Company is being considered

because to do so might be misinterpreted and bring disaster not only to

that bank but to other institutions, and to 1.Ir. Baker's request for advice

as to what should be done in the circumstances, and stated that the Board

cannot undertake to advise the Bank of The Iianhattan Company as to the

Pl'ocedure which it should follow in complying with the conditions of men-

but that the bank should endeavor in every way Possible to dispose

°r its stock in the County Trust Company, keeping the agent's office advised

48. to the progress made, and that, after the agent has reviewed the

laitIlation carefully, the Board desires his recommendation also regarding

the advisability of an extension of time for the disposition of the stock

the County Trust Company.

Approved.

Letter dated August 11, 1933, to Mr. Case, Federal Reserve Agent

"New York, approved by four members of the Board, referring to the

eireis of report of examination as of April 15, 1933, of the Continental

/3artz .
'itust Company, New York, New York, inclosed with Assistant Federal

Rs s„
--'1.re Agent Dillistin's letter of Tuly 20, and requesting that the agent

4(1418e the bank that the Board will expect it to dispose of the shares of
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its own stock held in its assets at the earliest opportunity, and that he

advise the Board of the action taken by the bank in connection with the

elimination of the estimated losses shown in the report of examination.

Approved.

Letter dated August 11, 1933, to Mr. Williams, Federal Reserve

*Agent at Cleveland, approved by four members of the Board, referring to

the analysis of the report of a joint examination as of June 7, 1933, of

the Security Trust Company, Lexington, Kentucky, and requesting additional

illformation with regard to the company's investment in corporate stocks

alld its possible liability for losses on loans made through its trust de-

Partment with insufficient collateral.

Approved.

Letter dated August 16, 1933, to Mr. Williams, Federal Reserve

4 snt at Cleveland, approved by six members of the Board, replying to

4a81stant Federal Reserve Agent Fletcher's letter of August 5 relative to

the examination of the Peoples-Pittsburgh Trust Company, Pittsburgh,

leialleYlvania, which was made jointly by the State banking authorities and

l*ePresentative of the agent's examining staff as of April 29, 1933. The

l'elaY observed that the report of the examination has been completed, but

that the executive committee of the Federal reserve bank desires to defer

the eqhmission to the Board of the analysis thereof until after a confer-

64" which is to be held between the member institution, the State banking

14.t1/011:ties and representatives of the Federal reserve bank for the purpose

or
'conciling certain adjustments in the figures contained in such report

Or 6

)41-mination, which conference, it appears, cannot be held until the
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latter part of August or the first of September of the current year, and

stated that, in the circumstances, the Board is willing to await the

receipt of the analysis of the report of examination until the conference

referred to has been completed. The reply also stated that, in view of

the large surplus impairment as originally shown by the State bank examiner

in his report of examination before reclassification of the depreciation by

the State banking authorities, it will be appreciated if, following the

e°11ference, the agent will advise the Board fully as to the condition of

the bank, the results of the conference and any corrections made.

Approved.

Letter dated August 11, 1933, to Mr. Williams, Federal Reserve

Ageat at Cleveland, approved by four members of the Board, replying to

448istant Federal Reserve Agent Fletcher's letter of August 7 regarding the

"atzaption by the Beaver County Trust Company, New Brighton, Pennsylvania,

4 State member bank, of the responsibility of liquidating the trust depart-

Of the Federal Title and Trust Company, Beaver Falls, Pennsylvania,

a 401amember bank which had been closed by the State Banking Department.

The reply stated that, from the information submitted, it appears that the

"T County Trust Company is conducting the liquidation under court

1.'cl r and has assumed no liability other than for the faithful administra-

t104 of the trusts; that under these conditions the transaction is not one

Whim,
requires the approval of the Board; and that the Board, therefore,

17111 take no action in the matter.

Approved.
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Letter dated August 16, 1933, to 1,1r. Stevens, Federal Reserve Agent

at Chicago, approved by six members of the Board, replying to Assistant

Federal Reserve Agent Young's letter of August 5 with regard to the Wheaton

Trust & Savings Bank, Wheaton, Illinois, which has not yet restored its

caPital to .100,000 following the unauthorized reduction to .,50,000 on

3'111Y 27, 1932. The reply noted that, after giving careful consideration to

the matter, the officers and executive committee of the Federal deserve

8811k of Chicago are preparing to recommend to the board of directors of the

Chicago bank that the Wheaton Trust Savings Bank be given an additional

81X months in which to increase its capital to the minimum amount of

.14)°,000 and that the Board's views as to the proposed recommendation are

l'equested, and stated that for more than a year the Wheaton Trust Savings

844k has not complied with the capital requirements of the Federal Reserve

4et; that such a situation cannot continue indefinitely; that the Board

ellhilot undertake to pass upon such questions without a definite recom.enda-

*404 or the Federal reserve agent and the directors of the reserve bank;

114a that the Board would not be disposed to consider favorably any recomr-

Illexida•tion which would not require the bank to restore its capital to the

l'ecIllIred amount by the end of the current year at the latest.

Approved.

Reply on August 14, 1935, approved by four members of the Board,

to 8 letter dated July 10 from 1,1r. Walsh, Federal Reserve Agent at Dallas,

l*el4Ilve to the absorption on January 21, 1933, of the First State !sank,

C°1)Peras Cove, Texas, a member bank, by the .Arst State Bank of Killeen,

-3' also a member institution. The reply stated that the Board has
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reviewed the information submitted, from which it aopears that the trans-

action has resulted in no material change in the general character of the

assets of, or broadening in the scope of the functions exercised by, the

First State Bank of Killeen, within the meaning of the general condition

under which it was admitted to membership in the il'ederal Reserve System,

end that the Board, therefore, will take no action affecting the member-

shiP of the bank by reason of the transaction.

Approved.

Letter dated August 17, 1933, to Mr. Walsh, Federal Reserve Agent

e't Dellas, approved by six members of the Board, referring to the trans-

"tion whereby the 2irst State Bank, Eatador, Texas, a member bank, accuired

a38ets from, and assumed the liabilities, except those to stockholders, of

the First State Bank, Roaring Springs, Texas, also a member institution,

etrective as of April 26, 1933. The letter stated that the Board has re-

led the condition of the First State Bank of Eatador as reflected in the

IleslYsis of the report of examination as of July 5, 193 and has also

note
ci the information submitted with the agent's letter of July 15, 1933,

*13111 Which it appears that the transaction has resulted in no material

ellE ge in the general character of the assets of, or broadening in the scone

or the functions exercised by, the Matador member institution within the

taee'llillg of the general condition under which it was admitted to membership

La lp the- -eLkeral Reserve System, and that, in these circumstances and in view

orthe
- agent's recommendation, the Board will take no action affecting the

IslAbel'3114) of the First State Bank of Matador in the Federal Reserve System

4' reason of the transaction.
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Approved.

Letter dated August 11, 1933, to Mr. Austin, Federal Reserve Agent

" Philadelphia, approved by four members of the Board, and reading as

follows:

"The Board has requested me, in addition to my letter of

August 5 in regard to the Board's position that the Berks

County Trust Company of Reading, Pennsylvania, has not been a

member of the Federal Reserve System at any time, to write you
a letter regarding certain aspects of the relations of the Fed-

eral Reserve Bank of Philadelphia with the Berks County Trust

Company since July 1, 1932, to which reference was made in

remarks of the representatives of the trust company during their

meeting with the Federal Reserve Board on Thursday, August 3.

"It appeared from the statements of the representatives of

the Berks County Trust Company that paper had been discounted

for the new trust company in amounts aggregating in excess of
the unpaid balance of the indebtedness of the old trust company
at the time when its liabilities were taken over by the new

trust company; in other words, that advancements of new money
had been made to the new trust company since July 1, 1932. It

is beyond the legal authority of any Federal reserve bank to

discount paper for a nonmember banking institution, even though
such institution may have pending an application for stock in

the federal reserve bank and for membership in the Federal Re-

serve System based thereon, until such application shall have

been approved by the Federal Reserve Board and the bank admitted

to membership, except that under the Act of March 24, 1933, loans
may be made to nonmember State banks and trust companies upon

ooMpliance with all the provisions of that Act. The fact that
the State Banking Department may have been misinformed as to the

legal status of the bank and declined to grant the approval

contemplated by the Act of March 24, 1933, is not a justifica-

tion for advances by the Federal reserve bank as if the applicant
Were a member bank. The Banking Department of the State of

?ennsylvania should have been informed by the Federal Reserve
Agent as to the true status of the matter.

"VThile, as stated above, advancements of new money can not
be made to a State bank or trust company by way of discounts as
if it were a member bank, when it does not have the legal status,

this fact, as stated in my letter of August 5, does not prevent
a Federal reserve bank from renewing outstanding discounts,
400epting substitutions thereof, and otherwise dealing with the
i”tuation in such manner as best to protect the interests of

p0th the debtor bank and the Federal reserve bank as a means of

71°1‘king out the liquidation of such indebtedness to the best ad-
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"vantage.
"'Likewise, as indicated in my letter of August 5, the Fed-

eral reserve bank may accord to a State bank or trust company
such privileges as are properly incident to the establishment
and maintenance of a nonmember clearing account under the auth-

ority of section 13 of the Federal Reserve Act upon compliance
With the requirements of that section and such conditions as the
Federal reserve bank may dean it advisable to impose in addition

thereto.
"It also appeared from statements of the representatives of

the Berks County Trust Company that at the request of the Federal
Reserve Bank of Philadelphia they indorsed back to the Federal
reserve bank the certificate for the shares of stock of the Fed-
eral reserve bank which the old trust company had held prior to
the commencement of business of the new trust company, but that
the Federal Reserve Bank of Philadelphia has paid dividends at the

regular rate upon such stock to the new trust company without
interruption down to the Present time, notwithstanding the fact
that there had been filed with the Federal Reserve Agent at

Philadelphia on behalf of the new trust company an application
for stock and for membership in the Federal Reserve System upon
Which the Federal Reserve Board has not taken favorable action.
The representatives of the Berks County Trust Company apparently
felt that the payment of such dividends on the stock issued to
the former trust company definitely indicated that the new trust

company is a member of the Federal Reserve System. This, as you

know, is not the case, although in view of the consolidation of
the Colonial-Northeastern Trust Company and the Berks County
Trust Company, the consolidated institution may be entitled to
the proceeds of such stock upon its cancellation. Under the

Provisions of the Board's Regulation I, if in the case of the

liquidation or insolvency of a member bank the Federal Reserve
Agent is unable to obtain an application for the cancellation
Of Federal reserve bank stock held by such bank within six months
after the date the bank is placed in liquidation or in the hands

a receiver, he is required to report the facts to the Board
With a recommendation as to the action to be taken with regard
to the cancellation of the stock. In the present case it was
Yottr duty to take such action within six months after the member-
Ship of the Berks County Trust Company was terminated by its
consolidation with the Colonial-Northeastern Trust Company and
the creation of the present Berks County Trust Company.

"It also appeared from the statements of the representatives
the present trust company that they had not been advised of

..the Board's action as set forth in its letter of May 4, 1933, and
87 seamed surprised to learn that such a letter had been written.
Board does not understand why, in addition to failing to keep

trust company accurately advised as to its true status pending
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"action upon its application for membership, you failed to ad-
vise it if such was the fact as to the action taken by the Board
Upon its application as set forth in the Board's letter of Eay
4, 1933, to you, although it appears from the record that con-

ferences and correspondence were being carried on more or less

frequently with the bank and that, as evidenced by Mr. Hill's

memorandum of a conference which he had following his visit to

Washington in April, he understood the attitude of the Division of

Examinations of the Federal Reserve Board and the fact that the

bank did not have the status of a member. In this connection,
it may be noted that at an earlier date, your letter of October
26, 1932, contained the following statement:

'Mr. Idoore, the President of the trust company,
informed us last week that although some adverse

comment resulted from the inclusion of the trust
company in the August supplement to the July 1932

transit list under 'eliminate from the list', no un-

due effect is now observable, and deposits are

slightly higher than the amount which may be termed

'normal'. We do not think that results unfavorable

to the trust company would accrue by reason of a
further delay in the consideration of its application.'

"The Federal Reserve Board has also noted that, upon your

recommendation, a license to reopen as a member bank was issued
by the Secretary of the Treasury to the Berks County Trust

Company. It was not proper for the Federal Reserve Agent to
m.ake such a recomendation as to the Berks County Trust Company
and thereby place the Secretary of the Treasury in the position
Of issuing a license to a State bank which was not a member of
the Federal Reserve System, as that function was delegated by
Executive Order to the appropriate State banking authority.

"In view of all the circumtances, the Board requests that
YOU inform the Berks County Trust Company in writing at once

definitely and in unequivocal terms that it is not and never has
been a member of the Federal Reserve System; that it is not
entitled to any of the privileges of membership, as such; and
that it can be accorded only such privileges as may lawfully be
eranted to a nonmember State bank or trust company, as indicated
imi this letter and my letter of August 5. In addition, the
zoard requests that if you have not already done so you cancel
at once any outstanding stock of the Federal Reserve Bank of
Philadelphia growing out of the membership of the old Berks

CcluntY Trust Company.
"The Board wishes to be advised of your compliance with

these requests.
"Az stated to you over the telephone by Mr. Paulger on

44ekIst 3, when he informed you regarding the conference of
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"representatives of the present trust company with the Federal
Reserve Board and with his Division, the Berks County Trust

Company, if it desires membership in the Federal Reserve

System, should file a new application conforming in all

respects with the requirements of the Board relative to appli-
cations for membership. This must be done before you institute
the examination which it is understood you have arranged for

beginning August 28, 1933. In this connection, the Chief of
the Board's Division of Examinations will arrange to be repre-
sented during such examination.

"As soon as possible after the results of the examination
have been determined, you should ascertain in the usual manner
the views of your board of directors as to the application for
admission of this bank to the System and submit the matter to
the Federal Reserve Board with your recommendation for consider-
ation in this matter.

"In this connection, it should be clearly understood, both
by the Federal Reserve Bank of Philadelphia and the Berks County
Trust Company as well as the State Banking Department, that the
filing of such application and the making of such examination
In no way implies a status of membership in the Federal Reserve

System and that it is not to be construed as any commitment on
the part of either the Federal Reserve Agent or the Federal

Reserve Board as to the action which will be taken finally upon
the application for membership."

Approved.

Letter dated August 11, 1933, to Hr. Case, Federal Reserve Agent at

IT" York, approved by four members of the Board, inclosing copies of a

letter addressed to the Governor of the Board by the Superintendent of Banks

or the State of New York on May 26, 1933, the Board's reply of Tune 23,

1933) and a letter addressed to the Board by the Deputy Superintendent of

14̀like of the State of llew York on July 20, 1933, together with the attach-

11:*Ilte thereto, in regard to requirements and procedure in connection with

t1)1311cations of banks in the State of New York for admission to membership

14 the Federal Reserve System. The Board's letter stated that the Deputy

S\IDezintendent of Banks had deleted the names of individuals and

14etitutions contained in the inclosures with his letter and thereby ren-

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



348

8/21/33 —21—

cleMd it impracticable to consider the facts of each ease on their merits,

and that, in the circumstances, it will be appreciated if the agent will

report on each separate case in detail, ascertaining and stating the name

the institution involved and setting forth the history and present status

°t the matter, together with any views and comments which in the agent's

Inclement will be helpful to the Board in considering the criticisms made by

the State Banking Department.

Approved.

Letter dated August 14, 1933, to the Marion National Bank of Marion,

14dians, approved by five members of the Board, stating that the Board has

c°11sidered the bnnk's application for permission to exercise fiduciary

P°17ers under the provisions of section 11(k) of the Federal Reserve Act,

44a authorizes the bank to act, when not in contravention of State or local

18471, as trustee, executor, administrator, registrar of stocks and bonds,

€nardian of estates, assignee, receiver, committee of estates of lunatics,

" ta any other fiduciary capacity in which State banks, trust companies
,

°I* Other corporations which come into competition with national banks are

13erMitted to act under the laws of the State of Indiana, only in the

8Xecl-fie trusts in which The Marion National Bank had been appointed and 
was

"tine on the date the Marion Natiorn1 Bank of Marion was authorized to

ocolte
nes business by the Comptroller of the Currency, the exercise of all

44(41 rights to be subject to the provisions of the Federal Reserve Act

6144 the regulations of the Federal Reserve Board. The letter also stated

that action has been deferred on the bank's application for full 
fiduciary

13°Wera Until the institution has been in operation at least one year and
 a

cr examination mode subsequent to the expiration of that pe
riod has
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Approved.

Letter dated August 16, 1933, to the board of directors of the

First National Bank in Gadsden, Alabama, approved by six members of the

stating that the Board has considered the bank's application for per-

4i8s1on to exercise fiduciary powers under the provisions of section 11(k)

the Federal Reserve Act, and authorizes the bank to act, when not in

c°4travention of State or local law, as trustee, executor, administrator,

1%eeistrar of stocks and bonds, guardian of estates, assignee, receiver,

eczaraittee of estates of lunatics, or in any other fiduciary capacity in

hIch State banks, trust companies or other corporations which COMB, into

e°111Petiti0n with national bnnks are permitted to act under the laws of the

St"8 of Alabama, only in the specific trusts in which the First National

ikrik Of Gadsden had been appointed and was acting on the date the First

Batik in Gadsden was authorized to commence business by the Comptroller

or the Currency, the exercise of all such rights to be subject to the pro-

of the Federal Reserve Act and the regulations of the Federal Re-

e Board. The letter also stated that action has been deferred upon the

bealiva
application for full fiduciary powers until the institution has been

41 0,,
'veration at least one year and a report of examinntion made subsequent

e expiration of that period has been received.

Approved.

Reply on Aujust 17, 1933, approved by four members of the Board,
to

letter dated July 24 from. Er. McClure, Federal Reserve Agent at

444" City, forwarding the application of the National Bank of Tulsa,

(311.411411a41 for permission to act in all fiduciary capacities authorized under

cvtlOil 11(k) of the Federal Reserve Act. The reply stated that the Board
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has consideT'ed the bank's application for full trust powers, and that, in

view of the fact that no examination has been made of the institution since

its organization, and that further information is desired as to the condition

c)f the applicant bank and of the trust department of the Exchange National

Bank and Exchange Trust Company, the Board has deferred action upon the applica-

tion until after an examination of the institution has been made. The reply

'9.130 stated that this matter has been discussed with the office of the

Cozptroller of the Currency, which has advised that an examination of the

Illiti°11a1 bank will be made in the near future, at which time the trust de-

--Lents of the Exchange National Bank and the Exchange Trust Company will

1118° be examined, and that, upon receipt of the reports of examination of these

itstitut ions, it will be appreciated if the agent will transmit to the Board

eLlialYses thereof, together with his recommendation in the premises.

Approved.

Letter dated August 12, 1933, to Lir. O'Connor, Comptroller of the

Cill'rerloY, approved by three members of the Board, stating that on August

2' 1933, the Board granted permission to the 1,:ercantile National Bank at

41.113.
) Texas, to exercise trust powers only in the specific trusts in which

the 1,
'leroantile Bank and Trust Company had been appointed and was acting on

the d
ate of its conversion into such national bank and which were approved

111' tile Federal Reserve Agent at the Federal Reserve Bank of Dallas for the

1)11r1)(338 of being taken over by the Mercantile I:ational Bank, and that the

permission was nade effective only if and when the national bank

1145.llthorized by the office of the Comptroller of the Currency to commence

h4314°es without having acquired any stocks of any other corporation, eit
her

" ellea"Ced off assets or otherwise, which a national bank is not authorized
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Under the law to purchase. The letter also stated that the president

of the I:ercantile National Bank has advised that when the State bank was

converted into the national bank, certain stocks which a national bank is

not authorized under the law to purchase were taken into the national bank;

that the president of the bank states that such stocks could not properly

be eliminated under the plan of conversion of the State institution in view

43f the conditions prescribed by the Comptroller's office as a basis for its

131proval of the application to convert; that the Board has been requested

to reconsider its action on the application made on behalf of the national

balQk for trust powers and to eliminate the condition above referred to; and

that, before the Board takes any action on this request, it will be appreciated

ir the Comptroller will advise the Board of his views in the matter.

Approved.

Letter dated August 12, 1933, to Mr. Claude Smallwood, Cashier of

The .
First National Bank of Pleasanton, California, approved by four me

mbers

or the Board, referring to the resolution adopted by the board of d
irectors

Of the bank signifying the desire of the bank to surrender its right t
o

e4"ci3e trust powers, and stating that, according to the records of 
the

the only trust power granted to the bank, under the provisions o
f

8eetion 11(k) of the Federal Reserve Act, was that of registrar of 
stocks

bonds; that the Board understnnds that the national bank has 
never

e4eraised the ri:ht to act as registrar of stocks and bonds and 
that it has

riot
€tesumed any duties in this capacity; and that the Board, theref

ore, has

a formal certificate to the national bank, certifying 
that it is no

lohr,
-ter authorized to act as registrar of stocks and b

onds or to exercise any
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of the other fiduciary powers granted by the provisions of section 11(k)

Of the Federal Reserve :Let, which certificate was inclosed with the letter.

The letter stated further that, under the provisions of section 11(k) of the

Federal Reserve Act, as amended, when such a certificate has been issued by

the Board to a national bank, such bank (1) shall no longer be subject to

the provisions of section 11(k) of the Federal Reserve Act or the regulations

or the Federal Reserve Board made pursuant thereto, (2) shall be entitled to

have returned to it any securities which it may have deposited with the State

cr similar authorities for the protection of private or court trusts, and

(3) shall not exercise any of the trust powers granted by section 11(k) of

the Federal 2eserve Act except with the permission of the Board.

Approved.

Letter dated August 11, 1933, to Mr. O'Connor, Comptroller of the

alll'I'encY, approved by four members of the Board, replying to his memorandum

°rJUly 17 recommending approval of a reduction in the capital stock of the

National Bank of :abion, Pennsylvania, from 50,000 to .25,000 in

4"ordance with a plan of reorganization which provides for the surrender

the present capital stock of ,50,000 and the resale of .,25,000 par value

such surrendered stock for :30,000, the premium of -;.15,000 to be credited

t0 811rplus; the sale of 25,000 of 30;L cumulative preferred stock at par;

lajacl Et waiver by creditors of 40,L of their net unsecured claims; the released

ell)ital of .50,000, together with the bank's present surplus and undivided

131'°rit3 amounting to ;35,697.38, and funds in the amount of approximately

494 n
1°22.84 made available by the waivers of 'IQL of the net claims of

141ecured creditors, to be used to eliminate criticized assets in the amount

°I'1313roximately ,280,620.22, the eliminated assets in the form of nn.cceptable
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loans, other real estate, lower grade bonds, and miscellaneous items, to

be trusteed for the benefit of waiving creditors. The reply stated that

the Board approves the proposed reduction under the plan submitted, sub-

ject to the conditions set forth in the reply; that, in reviewing the plan

of reorganization, it is noted that, in the event of the retirement of the

Preferred stock, the capital of the bank would be reduced below the minimum

required by law; and that it is assumed that the Comptroller's office will

reqUire that adequate provision be made for the issuance of additional

c(141on stock, if and when such preferred stock is retired, so that the

rllinimun required capital will be maintained. The reply also noted that the

'plan of reorganization does not provide for the elimination of the bank's

liability for borrowed money, the total of which will exceed the entire

eaPital structure of the bAnk after adjustments are effected, but that suf-

Ilicient funds should be available upon reopening to eliminate this liability,

6itcl stated that it is assumed that the Comptroller's office will require

that this liability be eliminated, either at the time of reopening or

l'nlediately thereafter.

Approved.

Letter dated August 16, 1933, to Er. O'Connor, Comptroller of the

ClIrr611eY, approved by six members of the Board, replying to his memorandum

or 3-111Y 19 recommending approval of a reduction in the common capital stock

or the First National Bank and Trust Company, Flint, lachigan, from 400,000

to 

'J 
17eN

u0,000, in accordance with a plan of reorganization which provides for

the 81-rrender of the present capital stock of 400,000 and the resale of

300 n-
'u,-)0 par value of such surrendered stock at par, the sale of 0300,000 of

IlmUlative preferred stock to the Reconstruction Finance Corpora
tion, andC
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Waiver by creditors of 50,; of their net unsecured claims; the released

capital of 1100,000, together with the bank's present surplus and undivided

Profits amounting to ::A17,504.38, funds in the amount of approximately

02,574,204.37 made available by the waivers of 5013 of the net claims of

unsecured creditors and .500,000 obtained fran the General 1,Tartgage Loan

Company, to be used to eliminate criticized assets and depreciation in the

amount of approximately ,;3,991,708.75, such eliminated assets to be sold to

the General T:ortgage Loan Company for a consideration of ):500,000 cash and

a note of approximately c,2,650,000, such note, together with all interest of

the bank in the eliminated assets, to be assigned to trustees for the bene
fit

or the waiving creditors. The reply stated that the Board approves the pro-

Posed reduction under the plan submitted, subject to the conditions set

forth in the reply; that, in connection_ with the proposed waiver of 50,,

or their claims by the unsecured creditors of the bank and the use of '100,000

or the funds released by such waiver to provide a surplus in the reorganized

13444k2 it is understood that the common stockholders of the bank 
will assign

113- dividends on their stock to trustees for the benefit of waiv
ing creditors

114til the .J00,000 contributed by them has been fully reimbursed; a
nd that,

ill these circumstances, and since it is contemplated that at 
least a sub-

etantial portion of the earnings of the bnnk will be used for the 
payment

t iaterest and the retirement of preferred stock, it is 
apparent that for

ec3nsiderable time the common stock of the bank will yield 
no dividends

to the holders thereof and that for such period it will have little i
f any

11'4111e, which may be a handicap to the bank in retaining the c
onfidence of

the People in the community. The reply also stated that, in a case such as

tia
Where it is contemplated that the depositors will be called 

upon to
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waive a substantial part of their unsecured deposits, amounting in this

instance to 50%, and the stockholders are not being assessed but are merely

being required to surrender their stock, notwithstanding that the examiner

estimates the liability for assessment as being !.;287,344 good out of :400,000,

the Board feels that special consideration should be given to the advise-

of requiring that the assessment be made so as to reduce correspond-

the amount which the depositors may be called upon to waive; and that,

174ile it appears that the possibility of an assessment was called to the

Comptroller's attention in this particular case by the Chief National Bank

Zeilainer and the Assistant Federal Reserve Agent at Chicago, the suggestion

ierlade uecause of the fact that the file does not contain any express

l'ere rence to the reasons why an assessment was not made. The reply also

/1"ed that the proposed surplus of the reorganized bank will be less than

2(3L/ of its proposed capital, and stated that it is assumed that the Comptroll
er

he 
Civen consideration to the question of the desirability of making pro-

ion to increase such surplus to an amount equivalent to 20,; of the capi-

tal of the bank.

Approved.

Telegraphic reply on August 9, 1933, approved by four members of

the
Board, to a telegram dated August 8 from Lir. Stevens, Federal Reserve

1°311t at Chicago, with regard to the application of the conservator 
of the

'1-l'Ert State Bank, Holland, Michigan, for the cancelation of Federal reserve

stock. The reply stated that in order to avoid any question as 
to

the l'ight of the Federal reserve bank to cancel such stock, it is suggested

that
the board of directors of the First State Bank file a notice of in-

-teat.
lon to withdraw from membership under the provisions of section

 9 of
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or the Federal Reserve Act and section VIII of the Board's :_egulation H

aad request the Board to permit the withdrawal immediately, waiving the

usUal six months' notice. The reply also stated that the conservator

must Join in, such notice of intention to withdraw and request for waiver,

arld that upon receipt of telegraphic advice that the agent has received

slIch notice and request for waiver in accordance with the provisions of

section VIII of Regulation Hand that counsel for the Federal reserve bank

18 satisfied as to the legal aspects of such notice and request for waiver,

toCether with the agent's recommendation, the Board will take action there-

°11 aa soon as possible.

Approved.

Letter dated August 16, 1933, to the Federal reserve agents at

all Federal reserve banks, approved by six members of the Board, trans-

alittine for their information and guidance, in the event similar cases

ItlIss in their respective districts, the information contained in the

taleCrem to the Federal Reserve agent at Chicago, referred to above,

17ith regard to the cancelation of Federal reserve bank stock held by a

Irlellabor bank in the hands of a conservator, and stating that the procedure

°Iltlined should be followed also in connection with applications for can-

eel4tion of Federal reserve bank stock made by other State officials

tj
In a capacity similar to that of conservators, as, for example,

ellatodian appointed to take charge of the affairs of a State member

b0,4k
Pending the development of a plan of reorganization.

Approved.

Letter dated August 16, 1933, to the Federal reserve agents at

144A--eral reserve banks, approved by five members of the Board, inclos-
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ing for their information a copy of the letter sent by the Board to the

Acting Comptroller of the Currency under date of i,ay 3, 1933, requesting

that in any case in which the Comptroller's office desires that the Fed-

reserve bank stock outstanding in the name of a national bank in

conservatorship be canceled, the Board be furnished a statement of the

facts in the case substantially in accordance with a form inclosed with

the Board's letter to the Acting Comptroller, a copy of which form was

attached to the Board's letter to the agents. The letter stated that it

is now the Comptroller's practice to furnish the Board a statenent in the

desired form in each case in which the conservator of a national bank has

been authorized by the Comptroller to apply for cancelat ion of Federal

reserve bank stock outstanding in the name of the bnnk; that the Comptroll
er's

Office also advises the Federal reserve agent in the appropriate Federal

reserve district of each instance in which the conservator of a bank ha
s

beell 80 authorized, and furnishes the Federal reserve agent a copy 
of the

letter of authorization sent to the conservator; and that, 
accordingly,

when the agents have been advised by the Comptroller of the Currency 
that

the conservator of a given national bank has been authorized to app
ly for

ealIcelation of Federal reserve bank stock, it is suggested that the agents

rtIllaish the conservator an appropriate number of copies of Federal :Reserve

11"cl Form 87 (ipplication by receiver of insolvent member bank for surrende
r

r stock), with the word "Receiver" changed to "Conservator". The letter

a S0
stated that the application need not be accompanied by a copy

 of the

411thor1zation above referred to, nor of the commission given by 
the

C°b1Ptroller to the conservator, and that, if in any case a conservato
r of

4 0na1 bank who has not been duly authorized to do JO, applie
s for

11"e1ation of Federal reserve bank stock, it should be suggested that
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ha request such authority from the Comptroller.

Approved.

Reply on August 11, 1933, approved by four members of the Board,

to a letter dated Lay 8 from hr. Young, Secretary of the Federal Reserve

laank of Chicago, advising that the bank has decided to continue insurance

Under its group policy on the lives of officers and employees who leave

it3 employ because of disability. The reply stated that, after considera-

tion of this matter and correspondence with Mr. E. R. Menzel, Chairman of

the Insurance Committee of the Governors' Conference, on the subject, the

13°ard offers no objection to the continuance of insurance under the group

13°11o7Y on the lives of officers and employees of the bank who leave its

6:aP1oY because of disability, with the understanding, however, that it

17111 be possible under the contract with the insurance company to discon-

t1111.10 the

er4131.0yees

carrying of this insurance on the lives of such officers and

if and when a pension or retirement plan for officers and em-

110Yeas of Federal reserve banks is put into effect, and that the arrange-

will then be reconsidered and readjusted, if this appears desirable,

14 such manner as may be advisable in the circirmstances at that time. The

1-13131Y also stated that, in this connection, it may be recalled that in the

l'eP°rt of the Insurance Committee to the Governors' Conference, 1:ovember

1111 1932, the question of policy involved in the continuance of insurance

clv'ering employees who are retired from disability or old age was dis-

sed and it was pointed out that there was a lack of uniformity among

the ,
-°ederal reserve banks in this connection, and that the Committee con-

°I.cled that it was disposed to recommend as a general policy against the

Nit 
inuance of insurance following retirement for old age or disability,
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although it recognized that there might be individual cases where circum-

stances might warrant the continuance of the insurance for a reasonable

length of time and pointed out that every employee has the right to con-

vert the policy without medical examination for a period of thirty da
ys

following the end of employment. The reply also referred to Yr. Young's

statement that representatives of the insurance company have advis
ed

that it would be necessary to continue to carry insurance on all em-

PloYees retired because of disability, and to a letter dated ,Tune 6, 19
33,

rranrir. Kenzel on this subject stating that representatives of
 the in-

8u1ance company have suggested a possible liability on the part o
f the

l'ederal reserve bank for claims which might arise through the d
eath of

ellployees who have resigned or have been discharged as a result of 
disa-

bility; and stated that the Board does not understand the ne
cessity for

the
continuance of insurance on the lives of all such employe

es or the

bctsis of a possible liability on the part of the Federal reserve b
ank in

thi3 matter, and that it will be appreciated if Mr. Young will have
 counsel

ror the Federal Reserve Bank of Chicago consider these points a
nd furnish,

the information of the Board, a copy of his opinion with respect

thereto.

Approved.

Letters dated August 9, 1933, to the governors of all 
Federal

l'eserve banks, approved by four members of' the Board, tran
smitting, for

the consideration of the various Federal reserve banks, a copy o
f a

letter dated August 3 from Mr. Edward H. Foley, Jr., Assist
ant General

e°1148e1 of Federal Emergency Administration of Public 'aorks 
with which

he
3-nclosed a copy of an agreement proposed to be entered i

nto between
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the Federal Emergency Administrator of Public 'jorks and the Federal re-

serve banks under which the latter would act as depositaries, custodians

111c1 fiscal agents for the Administrator in connection with his activities

ill Making loans pursuant to the provisions of the National Industrial Pe-

°°verY Act. The letters stated that Mr. Foley advises that the questions

Of procedure involved in the relations of the Federal Emergency Administrator

(If Public Works with the United States Treasury are now being discussed

With that department and that if and when the Federal reserve banks indicate

their approval of the proposed agreement, either with or without changes,

it is contanplated that the Secretary of the Treasury will be asked to

iselle a formal request to the Federal reserve banks to act in the capacity

°°vered by the proposed agreement. The letters also stated that if the

c)vernors desire to raise any question or to suggest any changes in the

1311°Pesed agreement, it will be appreciated if they will advise by let
ter

ol"' telegram; that all such questions and suggestions will be assemble
d

(111d taken up with Yr. Foley for consideration; and that, otherwise
, it

Will be appreciated if the governors will advise as to the willingnes
s of

the ?ederal reserve banks to enter into the agreement as proposed.

Approved.

Reply on August 10, 1933, approved by four members of the Boar
d,

to a letter dated Tune 30 from Er. Peyton, Federal Reserve Agent at

--"'ellPolis; the reply reading as follows:

"Reference is made to your letter of Tune 30, 1933, 
with

l*egard to the eligibility of certain renewed paper as 
security for

Federal reserve notes.

"As the Board understands your inquiry, you wish 
to be ad-

vised whether notes acquired by the Federal reserve bank 
under the

following circumstances are eligible for the purpose 
mentioned:

"(1) Certain notes were rediscounted for and with 
the in-

dorseuent of a member bank which was subsequently placed 
in the hands
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"of a conservator. These notes were renewed at maturity, and it

is assumed that the renewal notes were indorsed by the conservator

in the name of the member bank;

"(2) Advances were made by the Federal reserve bank to a

member bank upon its promissory notes, secured by paper eligible

for discount, under the eighth paragraph of Section 13 of the Federal

Reserve _Let. Subsequently, the member bank was placed in the hands

of a conservator, and, upon maturity of the principal obligations,

new notes made by the conservator were taken by the Federal reserve

bank in lieu of the original notes of the member bank.

"After careful consideration of the questions you raise, the

Federal Reserve Board is of the opinion that renewal notes of the

kinds described in (1) and (2) above should not be used as collateral

security for Federal reserve notes under the provisions of Section

16 of the Federal Reserve Act.

"The Board has noted the statement in the third paragraph

Of your letter that 'these loans are renewed for thirty day periods'.

In view of the status of a bank in the hands of a conservator, the

question naturally arises whether the Federal Reserve Bank should

accept renewals of obligations of such a member bunk or should

carry the obligations as past due items. In the circumstances,

it is suggested that you consult with your counsel with reference

to this matter, if you have not already done so."

Approved.

Telegraphic reply on August 10, 1933, approved by four members

the Board, to a telegram dated August 8 fran Mr. Nat Rogan, Lanager

°I' the Home Owners' Loan Corporation, San Diego, California, inquiring

to whether the Board has authorized member banks to accept Hame

°I'illers' Loan Corporation bonds as collateral on the basis of 80,)of

f4ce value, or on what basis if otherwise. The reply stated that the

'()1'cl has issued no ruling- with specific reference to Home Owners'
 Loan

Toration bonds; that under the provisions of section 10(b) of 
the

l'ederal 1/eserve act, as amended, any Federal reserve bank may
 make ad-

1411lees to any member bank in exceptional and exigent circunstances, and

13°4 compliance with the other conditions prescribed in tha
t section,

111)°4 ecurity offered by the member bank which is satisfactory to the

Pedz
'11o1 reserve bank; and that such security may include Home 

Owners'
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Loan Corporation., bonds if owned by the member bank.

Approved.

Telegraphic reply on August 12, 1933, approved by three members

Of the Board, to a telegram dated August 10 from Stevens, Chairman

ar the Federal Reserve Agents' Conference, referring to the Board's tele-

erma of August 4 with regard to a conference of Federal reserve auditors,

Elad stating that he has now heardfram all Federal reserve agents of wham

°Amen approve of the conference and only one questions its necessity

at this time; that he, therefore, will proceed to call a conference of

hderal reserve auditors to be held in Chicago; that the National Con-

of Bank Auditors is to be held September 5 to 7, 1933; and that

his 
eqggestion will be that the conference of Federal reserve auditors

Illeet at the Chicago bank on Friday, September 8, 1933. The reply stated

that the proposed arrangements for the conference referred to are satis-

t4"°rY, and that Mr. Paulger, Chief of the Division of Examinations, and

11"eiblY Mr. Smead, Chief of the Division of Bank Operations, will arrange

t° attend.

Approved.

Reply on August 17, 1933, approved by six members of the Board,

to Et letter dated August 10 from Mr. C. W. House, Manager of the magazine

.4-41.t Companies", New York, New York, requesting a copy of a study and

l'eDort nade by the Federal Reserve Board on the subject of branch biking.

The rePlY stated that the Board has made no such report; that it is pos-

ible that Mr. House has in mind a study which was made for the Federal

"ve banks and the Federal Reserve Board by an internal committee; and

that 
this report is voluminous, has not been published, and is not avail-

able 
for distribution.
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Reply on August 16, 1933, approved by six members of the Board,

to a letter dated August 7 from Yr. Downs, Assistant Federal Reserve

Acent at hew York, inclosing copies of two letters from the Bank of the

Lanhattan Company, New York, New 'York, dated July 28 and August 4, 1933,

respectively, requesting an extension of ninety days additional time

Within which the bank may file reports of any organizations which may be

affiliates of the bank within the meaning of section 2 of the Banking Act

Of 1933, where such organizations are not known by the bank to be affili-

ates, or where the bank cannot legally require the information necessary

to ascertain whether they are affiliates, or where the bank cannot legally

l'equire the organization to furnish the inflammation needed for the report.

The reply stated that, in view of the fact that the Board and the Comptroller

Ot the Currency have extended until ,..3eptember 16, 1933, the time within

Which all member banks may file with the Comptroller and with the Fed-

reserve bank, respectively, the reports of their affiliates called

rol' on july 7, 1933, pursuant to the Banking Act of 1933, the Board will

tEllce no action at this time on specific requests for further extensions

°r the time within which individual banks may file the reports of their

1/tl'i1iates; that if the Bank of the l'anhattan Company is unnble to deter-

whether certain organizations are its affiliates within the meaning

section 2 of the Banking Act of 1933, it is suggested that the bank

a written statement of all the material facts and request a rul-

On the question and, if the Federal reserve bank is unable to answer

the question, it is suggested that it submit the matter to the Board for

4 1'41111Z; and that if all the necessary facts are submitted promptly with

l'equest for a ruling, every effort will be made to rule on the ousstion
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ta time, for the Bnnk of the Manhattan Company to obtain and furnish re-

Ports of

that the

the time

its affiliates by September 16, 1933. The reply stated further

Board does not feel that it can continue indefinitely to extend

within which member banks may furnish reports of their affiliates

disclosing their condition as of Tune 30, 1933, and that it is suested

that the Lank of the Manhattan Company exert its best efforts to obtain

the necessary information at the earliest possible date.

Approved.

lieply on August 10, 1933, approved by four members of the Board,

to a letter dated Tuly 19 from. 1:.±. Curtiss, Federal Reserve Agent at

11/c)ston, inclosing a letter dated Tuly 18 from. Mr. Thomas H.West, Tr.,

-,.esident of the Rhode Island Hospital Trust Company, Providence, -Rhode

ISlaad
a member bank of the Federal Reserve System, and balance sheets

e'r certain affiliates

reply

Dolts

referred to Mr.

of condition of

2 statement that

of the trust company as of Tune 30, 1933. The

estts request for permission not to publish re-

seven affiliates of the trust company, and to the

three of these affiliates "appear to be in process

Or di3solution and four are described as owning property which was acquired

-4-qUidation of commercial loans and as having been formed to localize

Clal risks involved in the ownership or operation of such property";

Stated that, in view of the fact that the Federal Reserve Act does not

l'ecilltre State member banks to publish the

licird has interpreted the requirement of

Act,
0.3

amended by the Banking Act of 193

ir own reports of condition, the

section 9 of the Federal Reserve

3, that the reports of each

4tril.
late "shall be published by the bank under the same conditions as

e°1zer,
it own condition reports" as requiring the publication of reports
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of 'State member banks only when such publication is required by State

law; that the question whether the Rhode Island Hospital Trust Compnny

must publish the reports of the affiliates in nuestion depends upon

whether the laws of Rhode Island require the publication of reports of

State banks under similar circumstances; and that it is suggested that

the agent obtain the views of counsel for the Federal reserve bank on

the question. The reply also stated that, regardless of whether or not

it is necessary for such reports to be published, it is necessary for the

tl'ust company to obtain and furnish to the Federal reserve bank and the

Board reports of each of its affiliates in the form prescribed by the

Board showing the condition of such affiliates as of Tune 30, 1933; that

the Board has ruled that this requirement is not applicable to affiliates

Which were formally placed in liquidation prior to Tune 30, 1933; that

the plere fact that an affiliate has discontinued active business or

8tarted to wind up its affafrs without being formally placed in liquida-

ti°4 or the fact that it has been formally placed in liquidation sub-

to Tune 30, 1933, is not sufficient to excuse the member bank

raul obtaining and furnishing the report called for as of that 
date;

flci that it does not appear that the WashingLon Corpora
tion, the 1,:adison

C°111Pany, or the Atrust Corporation were formally placed in liquid
ation

Ipl'ior to Tune 30, 1933. The reply stated further that the mere fact

that 
an afriliate owns property acquired by a member bank in 

liquida-

tic)
11 of commercial loans or that it was formed to localize 

certain

rty,
flCial risks does not prevent it from being an affiliate 

within the

Illee'4111C of the Banking Act of 1933 or excuse the member bank 
from the

Isecli'lirement that it obtain reports of such affiliate and 
furnish them
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to the Federal reserve bank and the Board; and that if the 1.:ount Hope

C°mPally, the East Providence :,,uarries, Inc., the Tefferson Realty Com-

pany, and the Edco Company are "affiliates" or "holding company

affiliates" of the trust company within the meaning of those terms

as defined in sections 2(h) and 2(c) of the Banking Act of 1933, the

trust company should obtain and furnish reports of their condition as

of Tune 30, 1933, in the form prescribed by the Board. The reply added

that the reports inclosed in the letter from the Rhode Island Hospital

Trust Company are not in the form prescribed by the Board, do not contain

all of the information called for by the Board, and therefore do not comply

with the requirements of the law.

4nroved.

2eply on August 9, 1933, approved by four members of the Board,

to a letter dated Tuly 25 from the Citizens and southern Holding Company,

24vaanah, Georgia, making application to the Board for a permit under

e'llthority of section 5144 of the Revised Statutes, as amended, to vote

the stock owned by it in the Albany Exchange National Bank, Albany,

(Ile°r ia, and The LaGrange National Bank, LaGrange, Georgia. The reply

stated that section 5144 provides that the Board, in acting upon any such

4Plication, shall consider the financial condition of the applicant, the

€e4eral character of its management, and the probable effect of the grant-

such permit upon the affairs of each subsidiary member bank, and

that
ta view of this requirement, the Board is unable to grant a voting

13erillit unless it is furnished with detailed information with respect to

the aDPlicant, its subsidiaries, and any affiliates of the applicant or

lte subsidiaries. The reply also inclosed mimeographed copies of Regula-
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tion. P, regarding holding company affiliates, and forms for use in con-

Alsatian with applications for voting permits, and stated that these

regulations and forms were approved by the Board on August 4, 1933, and

are now being printed; that the Board prefers that no application be filed

on the mimeographed forms except in an emergency; that, mlless an emergency

exists, it is requested that the Citizens and Southern Bolding Company

withhold its application until printed forms of the regulation and appli-

cation are available; and that such forms will be furnished to the company

as soon as they are ready for distribution.

Approved.

Reports of Standing Committee dated August 9, 10, 11, 14, 16, 17,

44(1 181 1933, recommending approval of the following changes in stock at

l'aderal reserve banks:

44)Dl1cations for ORIGINAL Stock: Shares

49:RaLAIL.L.
4.3-rat National Bank of Belfast, Maine. 144

..12.14.11SIJT° 3.ffealIllTr -Bixak„ Peckville„ Pa. 75

17:e NationEhtink of Grand Rapids, Michigan.
National Bank at Indianapolis, Indiana.

,i.t iCjNo. 10.
leTT:1;°13a1 Bank of McAlester, MbAlester„ Oklahoma.

zens National Bank in Okmulgee„ Oklahoma.

4tictaa1 Bank of Commerce, Altus, Oklahoma.

A 14--4oations for ADDITIONAL Stock:

St National Bank, Carbondale, Pa* (Increase in

capital, preferred, partly offset by decrease

surplus)

600
1,920

90
66
33 

Total

144

75

2,520

189
2.928

60 60
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150 150

3

4
Total 215

180 180

105 105

300 300

240 240

300 300

30

240

15

240

78

150
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222.ications for ADDITIONAL Stock:  (Cont'd) Shares 
District 110. 7.
First National Bank,

surplus)

District No. 10.
441Maha National Bank, Omaha, Nebr. (Increase in

capital, preferred, partly offset b: decrease
in surplus)

12.1arict No. 12. 
First American National Bank, Port Townsend, dash.

(Increase in surplus)
Lorthern California National Bank, aedding, Calif.

(Increase in surplus)

Hoer, Ill. (Increase in

4Z112at1ons for SURIEHDER of Stock:_
District No. 2.
Citizens National Lank, New Brunswick, N. T.

(Insolvent)

District No• 3. 
1,1-0Unt Holly National Bank, Mount Holly, N. T.

(Insolvent)

District No. 4.
central United National Bank, Cleveland, Ohio.

(Decrease in surplus)

bistrjCt1O5
st National Bank and Trust Company, sheville, N. C.

(V.L.Sue. by First National Bank and Trust
Company in Asheville)

"Nst company of Georgia, Atlnnta, Georgia.
(Decrease in surplus)

ttcj
St National Bank, Farnhamville, Iowa. (Insolvent)
at National Bank, Birmingham, Mich. (Being

pi liquidated through conservator)
8t National Bank, Geneseo, Illinois. (Decrease in

z„ surplus)
3t National Bank, Marion, Indiana. (Being

pi liquidated through conservator)
1b8t Lake County National Bank, Libertyville, Ill.

(Being liquidated through conservator)
uY National Bank & Trust Co., Niles, Mich.

(Being liquidated through conserva.,,or) 753
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AUlications for SURRENDER of Stock: (Contyd) Shares

aptrict No. 10.
Pirst National Bank, Augusta, Kansas. (Insolvent) 63

4cchaage National Bank, Tulsa, Okla. (V.L.Suc. by
National Bank of Tulsa) 1,980 2,043

District No. 11.
PIrst National Bank in Lott, Lott, Texas.

(Insolvent) 18

Farmers National Bank, Dublin, Texas. (V.L.Abs.
by Dublin National Bank) 38

Pirst State Bank, Royse City, Texas. (V.L.Suc. by
Citizens State Bank) 45 101

1111trict No. 12.
Pirst National Trust and Savings Bank, Chico,

Calif. (Insolvent) 120 120
Total 4,142

ADDroved:

a5r.

Approved.

Thereupon the meeting adjourned.

Chairman, Executiv
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