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A meeting of the Executive Committee of the Federal Reserve Board
Was held in Washington on Monday, August 21, 1933, at 12:45 p.m.
PRESENT: Mr. James
Mr. Thomas
Mr. Szymezak

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary.

The Committee 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
August 10, 1933, from Mr. Lassiter, Class C director of the Federal Re-
8€Ive Bank of Richmond, Mr. Newton, Chairman of the Federal Reserve Bank
o Atlanta, and ifr. McClure, Chairman of the Federal Reserve Bank of Kansas
Sty, August 16, 1933, from Mr. Austin, Chairman of the Federal Reserve Bank
°f Philedelphia, and August 17, 1933, from lr. Newton, Chairman of the Fed-
Sral Reserve Bank of San Francisco, all advising that, at meetings of the
%ards of directors on the dates stated, no changes were made in the banks'
sxisting schedules of rates of discount and purchase.

Without objection, noted with approval.

Memorandum dated August 10, 1933, from Mr. Paulger, Chief of the
ivisi°n of Examinations, recommending the appointment of lMr. E. L. Brien,
Jb" and hig designation as an assistant Federal reserve examiner, with

82,
at the rate of 3,900 per annum; the recommendation having been

%prg
Ved by four members of the Board on August 16, 1933.

Mr. 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 $3,900 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 lir. Paulger, Chief of the
Division of Exsminations, recommending the appointment of Lir. Joseph H.
Porter ang his designation as an assistant Federal reserve examiner, with
Salary at the rate of $3,600 per amnnum; the recommendation having been
8PpProved 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 $3,600 per
annum, all effective as of the date upon which
he enters upon the performance of his duties.

Memorandum dated August 10, 1933, from Mr. Goldenweiser, Director
\

T the Division of Research and Statistics, recommending the appointment of
e, Lucile Erway as a stenographer in the division for a probational
De

™0d of three months beginning August 15 with salary at the rate of
1

1560 Der annum; the recommendation having been approved by four members
of

the Board on August 12, 1933.
Approved.
Memorandum dated August 11, 1933, from lir. Morrill recommending
the
8Ppointment of Mr. L. P. Bethea, as Assistant Secretary of the Federal
Sse .
TVe Board, with salary at the rate of 6,750 per annum, effective
&u
s 2, 1933; the recommendation having been approved by five members

of
*he Boarg on August 16.

Approved.
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Memorandum dated August 18, 1933, from lir. Morrill stating that,
at the request of Mr. 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
num, effective as of the date upon which she enters upon her duties; it
being understood that Miss Welch is expected to serve only for the period
Of Mr. Martin's service as Assistant to the Governor.

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
Qlassification plan to provide for increases in the salary ranges of five
p°31tions in the service division of the building operating department of
the bank; the changes being necessary to comply with a provision of the
President's reemployment agreement.

Approved.

Letter dated August 16, 1933, to Mr. Walden, Controller of the
F'edel'&l Reserve Bank of Richmond, approved by six members of the Board,
St&ting that, in accordance with the recommendation contained in his letter
T fugugt 2, the Board approves changes in the bamk's personnel classifica-
loy Plan to provide for the establishment of nine new positions in the
ageounting and planning, Reconstruction Finance Corporation custodian and

8
Pendeq banks departments of the head office of the bank and one new

Os
100 i 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
heag office, and an inecrease in the salary range of the position of
"eustodian™ 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 lir. Newton, Chairman of the
F""191‘al Reserve Bank of Atlanta, stating that, at a meeting of the board
ot 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
Stated that the Board approves the salary adjustments involved in the
8etion of the board of directors in eliminating the deductions from the
baaie rates of compensation of officers and employees of the bank which had
been in effect prior to August 1; that the reduction in Mr. Newton's basic
aalary which was made effective on January 1, 1933, is discontinued as of
AquSt 1, 1933; and that no change is being made in the salary of Assistant
Pedore) Reserve Agent Clark, which was fixed at the rate of $7,500 per
humm-without reference to salary reduction.

Approved.

Reply on August 16, 1933, approved by six members of the Board, to
5 letter dated August 10 from Mr. Austin, Chairman of the Federal Reserve
Benk of Philadelphia, in regard to the adoption by the bank of the amended

S
loymﬂnt agreement proposed by the administrative cormittee of the

dng
lcan Bankers' Association. The reply referred to the chairman's state-
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Went 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
Teasons 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 Mr. Walsh, Federal Reserve
Agent at Dallas, with regard to questions arising in connection with the
8PPlication of the President's reemployment agreement, recently signed by
the bank, to the compensation and hours of service of part time employees
In the bank's dining room, the field representatives assigned to the
0°11°0tion of paper held from suspended banks, and field men in the member
Dank relations department. The reply stated that the Board believes that
the Views expressed by the agent as to the compensation and hours of
Service of the respective classes of employees referred to are in accord
ith the President's reemployment agreement, as amended by the administra-
tve Comittee of the American Bankers' Association.

Approved.

Bond in the amount of 50,000, executed on August 8, 1933, by Mr.
Zell G Fenner as Acting Assistant Federal Reserve Agent at Philadelphia;
e Yond having been approved by five members of the Board on August 16,
1933'

Approved.

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

ox COunty Sa: ;
vings Bank, Mt. Vernon, Ohio, approved by six members of the
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B°&rd, 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
8ffective,
Approved.

Reply on August 16, 1933, approved by six members of the Board, to
8 letter dated July 31 from Mr. Curtiss, Federal Reserve Agent at Boston,
Stating that the Hartford-Conmecticut Trust Compeny, Hartford, Connscticut,
has 8gain requested that its application for membership in the Federal Re-
Serve System, now pending before the Board, be held in abeyance until
UTangements can be completed regarding the banks owned by the trust
eompanY's affiliate. The reply stated that, in accordance with the bank's
Tequest and the agent's recommendation, the Board will take no action on
the 8pplication, but that, in view of the time which has elapsed since the
last eXamination, it is suggested that the agent request the bank to file a
" @pplication upon completion of the contemplated arrangements, and that,
“oon the agent's favorable recommendation, the Board will be glad to con-
Hdex Such a new application supported by a current report of examination,
Whioh should include a report of the trust department. The reply also
Ttateq that, in determining what disposition is to be made of the banks
eontrolled by the Hartford-Connecticut Company, most of which are national

hﬁhk
%) 1t is assumed that the trust company has taken into consideration

the
Provisions 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

% voting permit before voting stock it holds in the national bank.
Approved.

Letter dated August 10, 1933, to Mr. Case, Federal Reserve Agent
at New York, approved by four members of the Board, referring to the
8Pplications of the Watkins State Bank, Watkins Glen, New York, and the
Bank o Elmira Heights, New York, for membership in the Federal Reserve
System. The letter stated that it has been noted that a majority of the
Shareg of the capital stock of each of the banks is owned by the First
¥ational of Elmira Corporation, Elmira, New York, and that if the banks
%T® admitted to membership in the Federal Reserve System, it will be
nﬁcegsary for the First National of Elmira Corporation to agree to accept
the Same conditions and limitations as are applicable under section 5144
°T the Revised Statutes of the United States, as amended, in the case of
holding company affiliates of national banks, and to obtain from the Board
$ v°tin8 permit as required by the provisions of section 9 of the Federal
Reserve Act and 5144 of the Revised Statutes, as amended by the Banking
fat Of 1933, The letter also stated that in acting upon an application for
Tk g vVoting permit, the Board is required under the law, among other
things, to consider the financial condition of the applicant holding
qupany affiliate, the general character of its management and the probable

effe
St of the granting of such permit upon the affairs of the member bank;

thay
the Board does mot, at this time, have sufficient information with
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Tegard to the I'irst 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 ang the Bank of Elmira Heights until it is also in a position to deter-
Wine 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

Torms with regard to the issuance of voting permits to holding company
arfiliates; requested that the agent advise the applicant banks that the
Boarq will defer action upon their applications for membership and that
opies of the regulations and forms relative to voting permits of holding
°Ompany affiliates will be furnished to the banks as soon as practicable

in Order that the First National of Elmira Corporation may take appropriate
Qetion preparatory to its application for a voting permit; and stated that
the Board will consider the applications for membership when an application
for o Voting permit has been received from the First National of Elmira
ccrp°ration and the Board has given favorable consideration to such an
applie&‘cion, and that it is essential that the voting permit be applied for
5 Soon gg possible after receipt of the Board's regulations in order to
obvi&te the necessity of any further examinations of the banks applying for
Illem"”“ﬂhip, since it is important that the information regarding such con-
ditiOn of the banks be current. ‘'he letter also inclosed copies of memoranda
Drep&red by the Board's Division of Exeminations outlining the unfavorable

fe q
tures of the condition of the banks referred to, and suggested that the

Qgen
¥ Doint 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
lmprovement in. the matters of criticism, advising the Board at the time of
the submission of the holding compeny's application for a voting permit
What progress has been made in this direction.

Approved.

Telegraphic reply on August 11, 1933, approved by four members of
the Board, to a telegram dated August 2 from Mr. Newton, Federal Reserve
Agent o3 Atlanta, stating that the Central Farmers Trust Company, West Palm.
Beach, Florida, is now ready to comply with the conditions of membership
Prescribed in the Board's telegram of April 3, 1933, and recommending that
*he Boarg grant a further extension of the time within which the institution
ey 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 8nd its admission to membership in the System may be accomplished.

Approved.

Reply on August 14, 1933, approved by four members of the Board,
oa letter dated June 28 from Lir. Stevens, Federal Heserve Agent at Chicago,
r°r"“rding an application of the Farmers State Bank, Chadwick, Illinois,

o mﬂmbership in the Federal Reserve System. The reply noted that the bank
" Obtaineq agreements from the depositors whereby 25% of their deposits
b 888igned to the bank and used to eliminate criticized assets; that the

bgnk
delivered to each depositor making such assigmment a deferred certifi-
Qate

°f 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
Of the bank. The reply stated that, in the circumstances referred to, the
Boarq would not be justified in approving the application of the bank for
mambership at this time, and that the Board feels that the application
Should pe deferred until the bank is released from the liability for payment
°f deferred deposits or the impairment in its capital is otherwise elim-
Inateq and provision is made for the payment of such deferred deposits, the
8nera] character of its assets has been improved materially, and, since
the restrictions on the withdrawal of 75% of the deposits have been removed
only Trecently, the public's reaction toward the institution and the
Poaaibility for successful operation can be determined more definitely.
The Teply also requested that the agent communicate with the bank and
Suggest the withdrawal of its application from further consideration at
thig time, and stated that, if at a later time the agent feels that the
Board 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
il Board, to a letter dated August 11 from Mr. McClure, Federal Reserve
Agent at Kansas City, recommending approval of a request of the Sylvan State
Bank' Sylvan Grove, Kansas, for an extension of time to October 1, 1933, in
'hieh to comply with the conditions of membership imposed by the Board in
" letter or July 17 advising of approval of the bank's application for

Ty,
erﬂhip in the Federal Reserve System. The reply stated that the Board

Sray
*8 the extension requested.
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Approved.
Letter dated August 10, 1933, to Mr. Case, Federal Reserve Agent at

New York, approved by four members of the Board, replying to Assistant Fed-
8ral Reserve Agent Williams' letter of July 28 transmitting a request from
Ur. ¥, Abbot Goodhue, President of the Bank of The Manhattan Company, New
Ybrk, New York, for a further extension of ninety days from August 30, 1933,
Of the time in which the Bank of The Lianhattan Company may dispose of its
R01dings of stock in the Corning Trust Company and the North Side State
Bank of Corning, New York, and the County Trust Company of White Plains,
Ney York., The reply stated that this request was transmitted to the Board
with°ut a recormendation from the agent's office as to the action the Board
Shoulg take in the matter; that, in this connection, the Board also received
Aseistant Federal Reserve Agent Dillistin's letter of July 19 transmitting
3 00py of a letter dated July 17 from Mir. J. Stewart Baker, Chairmen of the
Bk of e janhattan Compeny; that, from the information submitted in the
lettorg of lir. Baker and Mr. Goodhue, the Board is not in a position to
determine whether the Bank of ‘The Manhattan Company has made satisfactory
Progress 1n attempting to dispose of its holdings in the stock of the
Qorning banks; and that, if it is the judgment of the agent's office, after
inrorming itself fully as to the facts, that the institution is making a
diligent effort to dispose of its holdings in these banks and that the
negot1“10113 are of a character which justify the belief that the Bank of

» Manhattan Company could reasonably expect to effect the disposition of

8
S%ock without undue delay, the Board is disposed, upon the agent's

Teq
Wendation, to grant a reascnable further extension of time within
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Which the Bank of The Manhattan Company may accomplish such disposition.
The reply also referred to the statements contained in Mr. Baker's letter
of July 17 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
diaPOsition of the stock of the County Trust Company is being considered
b°°ause to do so might be misinterpreted and bring disaster not only to
that bank but to other institutions, and to lMr. Baker's request for advice
% %0 what should be done in the circumstances, and stated that the Board
Sannot undertake to advise the Bank of The lManhattan Company as to the
pr°°°dure which it should follow in complying with the conditions of mem-
berahip. but that the bank should endeavor in every way possible to dispose
°f 1ts stock in the County Trust Company, keeping the agent's office advised
% to the progress made, and that, after the agent has reviewed the
Bituﬁtion carefully, the Board desires his recommendation also regarding
the eLd‘?:!.sab:Lli.‘l:y of an extension of time for the disposition of the stock
Withe Gounty Piust Comperys
Approved.

Letter dated August 11, 1933, to Mr. Case, Federal Reserve Agent
* New York, approved by four members of the Board, referring to the
Qhalyais of report of examination as of April 15, 1933, of the Continental
Saae g, Trust Compeny, New York, New York, inclosed with Assistant Federal

Res
8
TVe Agent Dillistin's letter of July 20, and requesting that the agent

dvy
¢ the bank that the Board will expect it to dispose of the shares of
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1ts own stock held in its assets at the earliest opportunity, and that he
8dvise the Board of the action taken by the bank in connection with the
®limination of the estimated losses shown in the report of examination.
Approved.

Letter dated August 11, 1933, to Mr. Williams, Federal Reserve
Agent gt 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
1nfol‘mation with regard to the company's investment in corporate stocks
8nd j4g 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
Agent at Cleveland, approved by six members of the Board, replying to
Aaaistant Federal Reserve Agent Fletcher's letter of August 5 relative to
the ®xXamination of the Peoples-Pittsburgh Trust Company, Pittsburgh,
PennaYlvania., which was made jointly by the State banking authorities and
3 TeDresentative of the agent's examining staff as of April 29, 1933. The
reply Observed that the report of the examination has been completed, but
that the executive committee of the Federal reserve bank desires to defer
Wi Submission to the Board of the analysis thereof until after a confer-
*ag Which is to be held between the member institution, the State banking
Quth°’~‘1ties and representatives of the Federal reserve bank for the purpose

of
IB°°n°iling certain adjustments in the figures contained in such report
op

®
*aination, 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
8tateq that, in the ciréumstances, the Board is willing to await the
Teceipt of the analysis of the report of examination until the conference
Teferred 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 hig report of examination before reclassification of the depreciation by
the State banking authorities, it will be appreciated if, following the
Conference, the agent will advise the Board fully as to the comdition of
the bank, the results of the conference and any corrections made.
Approved.

Letter dated August 11, 1933, to Mr. Williams, Federal Reserve
Agent at Cleveland, approved by four members of the Board, replying to
A‘B”-B"i!int Federal Reserve Agent Fletcher's letter of August 7 regarding the
888ump 4 on by the Beaver County Trust Company, New Brighton, Pennsylvania,
% State member bank, of the responsibility of liquidating the trust depart-
nent of the Federal Title and Trust Company, Beaver TFalls, Pennsylvania,
' Bonmemher bank which had been closed by the State Banking Department.
4 Teply stated that, from the information submitted, it appears that the
Seaver County Trust Company is conducting the liquidation under court
Pdar and has assumed no liability other than for the faithful administra-
Hon Of the trusts; that under these conditions the transaction is not one
"hlon Tequires the approval of the Board; and that the Board, therefore,

‘1]_1
%ake no action in the matter.

Approved.
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Letter dated August 16, 1933, to Mr. 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
July 27, 1932. The reply noted that, after giving careful consideration to
the matter, the officers and executive committee of the Federal Reserve
Bank of Chicago are preparing to recommend to the board of directors of the
Chicago bemk that the Wheaton Trust & Savings Bank be given an additional
8ix months in which to increase its capital to the minimum amount of
3100.000 and that the Board's views as to the proposed recommendation are
1‘eq‘lefiﬂiad, and stated that for more than a year the Wheaton Trust & Savings
Bank has not complied with the capital requirements of the Federal Reserve
AQt? that such a situation cannot continue indefinitely; that the Board
Sannot, undertake to pass upon such questions without a definite recommenda-
Hon of the Federal reserve agent and the directors of the reserve bank;
e that the Board would not be disposed to consider favorably any recom-
In'end&"itl.on which would not require the bank to restore its capital to the
rﬁquired amount by the end of the current year at the latest.

Approved.

Reply on August 14, 1933, approved by four members of the Board,

° 8 letter dated July 10 from Mr. Walsh, Federal Reserve Agent at Dallas,
1‘el“tiVe to the absorption on January 21, 1933, of the First State Bank,

Cop
Perag Cove, Texas, a member bank, by the First State Bank of Killeen,
Tex
as

* also a member institution. The reply stated that the Board has
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Teviewed the information submitted, from which it appears that the trans-
8ction has resulted in no material change in the general character of the
83sets 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 i'ederal Reserve System,
804 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
at Dallas, approved by six members of the Board, referring to the trans-
¢tion whereby the First State Bank, llatador, Texas, a member bank, acquired
esets from, and assumed the liabilities, except those to stockholders, of
the First state Bank, Roaring Springs, Texas, also a member institution,
ective ag of April 26, 1933. The letter stated that the Board has re-
Teweq the condition of the First State Bank of Matador as reflected in the
Malysig of the report of examination as of July 5, 1933, and has also
"0%ed the inromation sutmitted with the agent's letter of July 15, 1933,
Tron Which it appears that the transaction has resulted in no material
“hange in the general character of the assets of, or broadening in the scope
W the Tunctions exercised by, the llatador member institution within the
mﬁ&ning of the general condition under which it was admitted to membership
W the Federal Reserve System, and that, in these circumstances and in view
% the 8gent's recommendation, the Board will take no action affecting the

The
. rship of the First State Bank of Matador in the Federal Reserve System
b g

Te
8%0n of the tramsaction.
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Approved.
Letter dated August 11, 1933, to Mr. Austin, Federal Reserve Agent

at 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
h 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
1s beyond the legal authority of any Federal reserve bank to
discount paper for a nommember banking institution, even though
Such institution may have pending an application for stock in
the l'ederal 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 bamnk admitted
to membership, except that under the Act of March 24, 1933, loans
may be made to nonmember State banks and trust companies upon
Compliance 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-
tlon for advances by the Federal reserve bank as if the applicant
Were a member bank. The Banking Department of the State of
Pennsylvania should have been informed by the Federal Reserve
Agent as to the true status of the matter.
b "fhile, as stated above, advancements of new money can not
ie made to a State bank or trust company by way of discounts as
tf it were a member bank, when it does not have the legal status,
\ hig fact, as stated in my letter of August 5, does not prevent
: Federal reserve bank from renewing outstanding discounts,
aicepting substitutions thereof, and otherwise dealing with the
tuation in such mesnner as best to protect the interests of
w°th the debtor bank and the Federal reserve bank as a means of
Orking 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 nommember 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 deem it advisable to impose in addition
thereto.

"Tt 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 campany an application
\ for stock and for membership in the Federal Reserve System upon
i Which the Federal Reserve Board has not taken favorable action.
The representatives of the Berks County Trust Company apparently
Telt 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. TUnder the
Provisions of the Board's Regulation I, if in the case of the
liquidation or insolvency of a member bank the Federal Reserve
4gent 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
of a Treceiver, he is required to report the facts to the Board
With a recommendation as to the action to be taken with regard
%0 the cancellation of the stock. In the present case it was
your duty to take such action within six months after the member-
Ship of the Berks County Trust Company was terminated by its
®onsolidation with the Colonial-Northeastern Trust Compeny and

he creation of the present Berks County Trust Company.
X of "It also appeared from the statements of the representatives
tk 4 the present trust company that they had not been advised of
the Boardts action as set forth in its letter of May 4, 1933, and
8y seemed surprised to learn that such a letter had been written.
the 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 Boardfs letter of Liay
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 Lir. 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. lMoore, 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

Y 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
Tecommendation, a license to reopen as a member bank was issued
by the Secretary of the Treasury to the Berks County Trust
c°mPany. It was not proper for the Federal Reserve Agent to
lake such a recommendation 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 circumstances, 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

€en a memher of the Federal Reserve System; that it is not
Sntitled to any of the privileges of membership, as such; and
that it can be accorded only such privileges as may lawfully be
8ranted to a nommember State bank or trust company, as indicated
this letter and my letter of August 5. In addition, the
%ard requests that if you have not already done so you cancel
8%t once any outstanding stock of the Federal Reserve Bank of
Ph1ladelphia growing out of the membership of the old Berks
N County Prust Company.
th "The Board wishes to be advised of your compliance with
®8e requests.

"As stated to you over the telephone by Llir. Paulger on

August 3, when he informed you regarding the conference of

P
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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 conmection, 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.

"Tn this conmnection, 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 lMr. Case, Federal Reserve Agent at
New YOTk, approved by four members of the Board, inclosing copies of a
letter addressed to the Governor of the Board by the Superintendent of Banks
°C the State of New York on May 26, 1933, the Board's reply of June 23,
1935’ and a letter addressed to the Board by the Deputy Superintendent of
B&nka of the State of New York on July 20, 1933, together with the attach-
fentg thereto, in regard to requirements and procedure in comnection with
Qpplic&tions of banks in the State of New York for admission to membership

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

Supe
P ™ntendent of Banks had deleted the names of individuals and

1tutions contained in the inclosures with his letter and thereby ren-
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dered it impracticable to consider the facts of each case on their merits,
and that, in the circumstances, it will be appreciated if the agent will
Teport on each separate case in detail, ascertaining and stating the name
of the institution involved and setting forth the history and present status
of the matter, together with any views and comments which in the agent's
J“ﬂgment will be helpful to the Board in considering the eriticisms made by
the State Banking Department.

Approved.

Letter dated August 14, 1933, to the Marion National Bank of larionm,
Indiana, approved by five members of the Board, stating that the Board has
Onsidered the bank's application for permission to exercise fiduciary
Powers under the provisions of section 11(k) of the Federal Reserve Act,

%4 authorizes the bank to act, when not in contravention of State or local
law, 8s trustee, executor, administrator, registrar of stocks and bonds,
guardian of estates, assignee, receiver, committee of estates of lunatics,
= an any other fiduciary capacity in which State banks, trust companies,
ity Other corporations which come into competition with national banks are
Poruiteq 4o act under the laws of the State of Indiana, only in the
"Peeific tpysts in which The Marion National Bank had been appointed and was
aeting on the date the Marion National Bank of Marion was authorized to
°0mmence business by the Comptroller of the Currency, the exercise of all
Mok Tights to be subject to the provisions of the Federal Reserve Act

o the regulations of the Federal Reserve Board. The letter also stated
hay action has been deferred on the bank's application for full fiduciary

O
®S until the institution has been in operation at least one year and a

®epo
™% of examination made subsequent to the expiration of that period has
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been received.

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

First National Benk in Gadsden, Alabama, approved by six members of the
BOard, stating that the Board has considered the bank's application for per-
Wssion o exercise fiduciary powers under the provisions of section 11(k)
°f the Federal Reserve Act, and authorizes the bank to act, when not in
ntravention of State or local law, as trustee, executor, administrator,
registrar of stocks and bonds, guardian of estates, assignee, receiver,
Smittes of estates of lunaties, or in any other fiduciary capacity in
"hich State banks, trust companies or other corporations which come into
*™Mpetition with national banks are permitted to act under the laws of the
State of Alabama, only in the specific trusts in which the First National
Seng Of Gadsden had been appointed and was acting on the date the First
Nhti°nal Bank in Gadsden was authorized to commence business by the Comptroller
°f the Currency, the exercise of all such rights to be subject to the pro-
VIsi°n3 of the Federal Reserve Act and the regulations of the Federal Re-
Eerve Board, The letter also stated that action has been deferred upon the
hankts application for full fiduciary powers until the institution has been

Peration at least one year and a report of examination made subsequent
to the expiration of that period has been received.

Approved.
Reply on Augzust 17, 1933, approved by four members of the Board,

t

)
a
letter dated July 24 from Mr. McClure, Federal Reserve Agent at
: Teag City, forwarding the application of the National Bank of Tulsa,
ma, for permission to act in all fiduciary capacities authorized under

8gq
i
5 ll(k) of the Federal Reserve Act., The reply stated that the Board

RASER
el org/
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has considered 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
1ts organization, and that further information is desired as to the condition
Of 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-
tlon until after an examination of the institution has been made. The reply
also stated that this matter has been discussed with the office of the
CqmPtl‘oller of the Currency, which has advised that an examination of the
"ational bank will be made in the near future, at which time the trust de-
Rrtments of the Exchange National Bank and the Exchange Trust Company will
8lso pe examined, and that, upon receipt of the reports of examination of these
illst1'cutions, it will be appreciated if the agent will transmit to the Board
Walyses thereof, together with his recommendation in the premises.
Approved.

Letter dated August 12, 1933, to Mr. 0'Connor, Comptroller of the
mhn%n°y, approved by three members of the Board, stating that on August
% 1933: the Board granted permission to the Mercantile National Bamk at
Dﬁllaa’ Texas, to exercise trust powers only in the specific trusts in which
the Yercantile pank and Trust Company had been appointed and was acting on
: ® date of its conversion into such national bank and which were approved
v the Federal Reserve Agent at the Federal Reserve Bank of Dallas for the

Durp
0 /
S8 of being taken over by the Mercantile National Bank, and that the

Bo&l‘dv
Wiy

8 permission was made effective only if and when the national bank
8 q
Uthorizeg by the office of the Comptroller of the Currency to commence

in,
f8s without having acquired any stocks of any other corporation, either

a3 ch
8rged 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 Mercantile National Bank has advised that when the State bank was
tonverted into the national bank, certain stocks which a national bank is
Dot 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
°f the conditions prescribed by the Comptrollerts office as a basis for its
&proval of the application to convert; that the Board has been requested
to Teconsider its action on the application made on behalf of the national
bank for trust powers and to eliminate the condition above referred to; and
th&t, before the Board takes any action on this request, it will be appreciated
1z 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 members
°T the Board, referring to the resolution adopted by the board of directors
°f the bank signifying the desire of the bank to surrender its right to
“Xercise trust powers, and stating that, according to the records of the
Board. the only trust power granted to the bank, under the provisions of
*®etion 11(k) of the Federal Reserve Act, was that of registrar of stocks
g bOnds; that the Board understands that the national bank has never
exer°138d the richt to act as registrar of stocks and bonds and that it has
et 88sumed any duties in this capacity; and that the Board, therefore, has |

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

1
“Mger authorized to act as registrar of stocks and bonds 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 Act, which certificate was inclosed with the letter.
The letter stated further that, under the provisions of section 1l(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
Of the rederal Reserve Board made pursuant thereto, (2) shall be entitled to
have returned to it any securities which it may have deposited with the State
°r similar authorities for the protection of private or court trusts, and
(3) shall not exercise any of the trust powers granted by sectiom 11l(k) of
the Federal Reserve Act except with the permission of the Board.

Approved.

Letter dated August 11, 1933, to Mr. O'Connor, Comptroller of the
Currency’ approved by four members of the Board, replying to his memorandum
3 July 17 recommending approval of a reduction in the capital stock of the
First National Benk of Albion, Pennsylvania, from $50,000 to $25,000 in
¢Cordance with & plan of reorganization which provides for the surrender
°f the present capital stock of $50,000 and the resale of $25,000 par value
°f such surrendered stock for 30,000, the premium of $5,000 to be credited
% Surplus; the sale of £25,000 of 3% cumulative preferred stock at par;

" g waiver by creditors of 40% of their net unsecured claims; the released
capital of $50,000, together with the bank's present surplus and undivided

Proritg amounting to $35,697.38, and funds in the amount of approximately .
$lg4'922.84 made available by the waivers of 40% of the net claims of

Ung
SCureq creditors, to be used to eliminate criticized assets in the amount

of
&pPrOXimately $280,620.22, the eliminated assets in the form of unacceptable
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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-
Jeet to the conditions set forth in the reply; that, in reviewing the plan
°f 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
Tequired by law; and that it is assumed that the Comptroller's office will
Tequire that adequate provision be made for the issuance of additional
Common stock, if and when such preferred stock is retired, so that the
Tinimmy 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
Sapita) structure of the bank after ad justments are effected, but that suf-
ficient funds should be available upon reopening to eliminate this liability,
ng stated that it is assumed that the Comptroller's office will require
that this liability be eliminated, either at the time of reopening or
ilmnediately thereafter.

Approved.

Letter dated August 16, 1933, to Mr. O'Connor, Comptroller of the
QUrrency’ approved by six members of the Board, replying to his memorandum
42 Tuly 19 recoamending approval of a reduction in the common capital stock
°f the First National Bank and Trust Compeny, Flint, Michigan, from £400,000
¥ $300.000, in accordance with a plan of reorganization which provides for i
e Surrender of the present capital stock of $400,000 and the resale of

&
w30
0’000 par value of such surrendered stock at par, the sale of $300,000 of

5%
Cmuletive preferred stock to the Reconstruction Finance Corporatiom, and i
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8 waiver by creditors of 50% of their net unsecured claims; the released
capital of $400,000, together with the bank's present surplus and undivided
Profits amownting to $517,504.38, funds in the amount of approximately
$2a574,204-.37 made available by the waivers of 50% of the net claims of
Wnsecured creditors and $500,000 obtained from the General Mortgage Loan
cqmpany, to be used to eliminate criticizgd assets and depreciation in the
aMmount of approximately $3,991,708.75, such eliminated assets to be sold to
the General Mortgage Loan Compeny for a consideration of $500,000 cash and

8 note of approximately $2,650,000, such note, together with all interest of
the bank in the eliminated assets, to be assigned to trustees for the benefit
°f the waiving creditors. The reply stated that the Board approves the pro-
POsed reduction under the plan submitted, subject to the conditions set

fortn in the reply; that, in connection with the proposed waiver of 50%

°f their claims by the unsecured creditors of the bank and the use of $100,000
°f the funds released by such waiver to provide a surplus in the reorganized
bank: it is understood that the common stockholders of the bank will assign
all dividends on their stock to trustees for the benefit of waiving creditors
Wwtiy the 100,000 contributed by them has been fully reimbursed; and that,
n these circumstances, and since it is contemplated that at least a sub-
stant1al portion of the earnings of the bank will be used for the payment

= interest and the retirement of preferred stock, it is apparent that for

% consigerable time the common stock of the bank will yield no dividends

s the holders thereof and that for such period it will have little if any i
"lue, whieh may be a handicap to the bank in retaining the confidence of

th
® Deople in the community. The reply also stated that, in a case such as

this 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 advisa-
bility of requiring that the assessment be made so as to reduce correspond-
1n€1¥ the amount which the depositors may be called upon to waive; and that,
While it appears that the possibility of an assessment was called to the
cqm-IJtroller's attention in this particular case by the Chief National Bank
Examiner and the Assistant Federal Reserve Agent at Chicago, the suggestion
13 mage because of the fact that the file does not contain any express
refeI‘ence to the reasons why an assesament was not made. The reply also
B0ted that the proposed surplus of the reorganized bank will be less than
0% of its proposed capital, and stated that it is assumed that the Comptroller
has given consideration to the question of the desirability of making pro-
v131°n to increase such surplus to an amownt equivalent to 20% of the capi-
*al of the bank.

Approved.

Telegraphic reply on August 9, 1933, approved by four members of
the BO&rd, to a telegram dated August 8 from Mr. Stevens, Federal Reserve
Seeny at Chicago, with regard to the application of the conservator of the
Firat State Bank, Holland, Michigan, for the cancelation of Federal reserve
h&nk Stock, The reply stated that in order to avoid any question as to
‘i Tight of the Federal reserve bank to cancel such stock, it is suggested

th
8% the board of directors of the First State Bank file a notice of in-

8
Wlon 4o withdraw from membership under the provisions of section g of




=7

33
8/21/33 -29-
Of the Federal Reserve Act and section VIII of the Board's Regulation H
and 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 end request for waiver;
and that upon receipt of telegraphic advice that the agent has received
Such notice and request for waiver in accordance with the provisions of
Section VIII of Regulation H and that counsel for the Federal reserve bank
is Satisfied as to the legal aspects of such notice and request for waiver,
Yogether with the agent's recommendation, the Board will take action there-
%0 as 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-
mitting for their information and guidance, in the event similar cases
Wise in their respective districts, the information contained in the
telegl‘am to the Federal Reserve Agent at Chicago, referred to above,
ity Tegard to the cancelation of Federal reserve bank stock held by a
mﬂmber bank in the hands of a conservator, and stating that the procedure
Qutlined should be followed also in connection with applications for can-
eel&tiOIL of Federal reserve bank stock made by other State officials
ﬁeting in a capacity similar to that of conservators, as, for example,
: cust°dian appointed to take charge of the affairs of a State member
e bending the development of a plean of reorganization.

Approved.

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

e Fedel‘al 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 lay 3, 1933, requesting

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

eral 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 Boardts 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

18 now the Comptroller's practice to furnish the Board a statement in the
desired form in each case in which the conservator of a national bank has

been authorized by the Comptroller to apply for cancelation of Federal

Teserve bank stock outstanding in the neame of the bank; that the Comptroller's
Office also advises the Federal reserve agent in the appropriate Federal
TeServe distriet of each instance in which the conservator of a bank has

been 80 authorized, and furnishes the Tederal reserve agent a copy of the
letter of authorization sent to the conservator; and that, accordingly,

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

the conservator of a given national bank has been authorized to apply for
eancel&tion of Federal reserve bank stock, it is suggested that the agents
rurnish the conservator an appropriate number of copies of Federal Reserve
Board Form 87 (Application by receiver of insolvent member bank for surrender
- Stock), with the word "Receiver" changed to "Conservator"”. The letter
flso stated that the application need not be accompanied by a copy of the
&uth°rization above referred to, nor of the commission given by the
comptroller to the conservator, and that, if in any case a conservator of

q
nat1°nal bank who has not been duly authorized to do so, applies for

Cay
celation of Federal reserve bank stock, it should be suggested that !

RASER
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he request such authority from the Gomptrollers
Approved.

Reply on Augﬁst 11, 1933, approved by four members of the Board,
t0 a letter dated May 8 from Mr. Young, Secretary of the Federal Reserve
Bank of Chicago, advising that the bank has decided to continue insurance
Under its group policy on the lives of officers and employees who leave
its employ because of disability. The reply stated that, after considera-
tlon of this matter and correspondence with Mr. E. R. Kenzel, Chairman of
the Insurance Committee of the Governors' Conference, on the subject, the
BO&rd offers no objection to the continuance of insurance under the group
Policy on the lives of officers and employees of the bank who leave its
®Wploy because of disability, with the understanding, however, that it
11 be possible under the contract with the insurance company to discon-
“inue the carrying of this insurance on the lives of such officers and
“loyees if and when a pension or retirement plan for officers and em-
Dloyees of Federal reserve banks is put into effect, and that the arrange-
fent Wwill then be reconsidered and read justed, if this appears desirable,
1 suey manner as may be advisable in the circumstances at that time. The
Teply also stated that, in this connection, it may be recalled that in the
rep°rt of the Insurance Committee to the Governors' Conference, November
14' 1932, the question of policy involved in the continuance of insurence
eovering employees who are retired from disability or old age was dis-
“sseq and it was pointed out that there was a lack of uniformity among
e Pedera] reserve banks in this connection, and that the Committee con-

ey,
deq that it was disposed to recommend as a general policy against the

Cony
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 days
f°110Wing the end of employment. The reply also referred to Mr. Young's
Statement that representatives of the insurance company have advised
that it would be necessary to continue to carry insurance on all em-
Ployees retired because of disability, and to a letter dated June 6, 1933,
rr°m‘Mr. Kenzel on this subject stating that representatives of the in-
Surance company have suggested a possible liability on the part of the
FedeI‘al reserve bank for claims which might arise through the death of
®ployees who have resigned or have been discharged as a result of disa-
bilitY; and stated that the Board does not understand the necessity for
the continuance of insurance on the lives of all such employees or the
ba31s of a pessible liability on the part of the Federal reserve bank in
this matter, and that it will be appreciated if Mr. Young will have counsel
Tor the Federal Reserve Bank of Chicago consider these points and furnish,
Tor 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
Teserve banks, approved by four members of’ the Board, transmitting, for
the consideration of the various Federal reserve banks, a copy of a
;etter dated August 3 from lMr. Edward H. Foley, JT., Assistant General

C
®Wnse) of pederal Emergency Administration of Publie Works with which

hy
3 in°1osed a copy of an agreement proposed to be entered into between
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the Federal Fmergency Administrator of Public Works and the Federal re-
88rve banks under which the latter would act as depositaries, custodians
and fiseal agents for the Administrator in connection with his activities
in making loans pursuant to the provisions of the National Industrial Re-
Covery Act., The letters stated that Mr., Foley advises that the questions
of procedure involved in the relations of the Federal Emergency Administrator
Of Publie Works with the United States Treasury are now being discussed
With that department and that if and when the Federal reserve banksindicate
their approval of the proposed agreement, either with or without changes,
1% is contemplated that the Secretary of the Treasury will be asked to
lasue a formal request to the Federal reserve banks to act in the capacity
%overeq by the proposed agreement. The letters also stated that if the
governors desire to raise any question or to suggest any changes in the
Proposeq agreement, it will be appreciated if they will advise by letter
i telegram; that all such questions and suggestions will be assembled
e taken up with Mr. Foley for consideration; and that, otherwise, it
v be appreciated if the governors will advise as to the willingness of
the Federal reserve banks to enter into the agreement as proposed.
Approved.

Reply on August 10, 1933, approved by four members of the Board,
¥ a letter dated June 30 from Mr, Peyton, Federal Reserve Agent at
MinneaPolis; the reply reading as follows:

npeference is made to your letter of June 30, 1933, with
Tegard to the eligibility of certain renewed paper as security for
Federal reserve notes.

wAs the Board understands your inquiry, you wish to be ad-
Vised whether notes acquired by the Federal reserve bank under the
Tollowing circumstances are eligible for the purpose mentioned:

n(1) Certain notes were rediscounted for and with the in-
dorsement 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 Act. 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.

nAfter 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 Acte.

"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
qQuestion naturally arises whether the Federal Reserve Bank should
accept renewals of obligations of such a member bank 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
o the Board, to a telegram dated August 8 from Mr. Nat Rogan, lianager
o the Home Ovmers' Loan Corporation, San Diego, California, inquiring
8 to whether the Board has authorized member banks to accept Home
Merst Loan Corporation bonds as collateral on the basis of 80% of
Tace vValue, or on what basis if otherwise. The reply stated that the
Board has issued no ruling with specific reference to Home Owners' Loan
Corp°r&t10n bonds; that under the provisions of section 10(b) of the
Tederay Reserve Act, as amended, any Federal reserve bank may make ad-
Tuceg g any member bank in exceptional and exigent circumstances, and
Won campliance with the other conditions presecribed in that section,

o
won Security offered by the member bank which is satisfactory to the

Fe
derul reserve bank; and that such gsecurity 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
°f the Board, to a telegram dated August 10 from lMr., Stevens, Chairman
of the Federal Reserve Agents' Conference, referring to the Board's tele-
gram of August 4 with regard to a conference of Federal reserve auditors,
and stating that he has now heardfrom all Federal reserve agents of whom
eleven approve of the conference and only one questions its necessity
At this time; that he, therefore, will proceed to call a conference of
Feder&l reserve auditors to be held in Chicago; that the National Con-
Terence of pank Auditors is to be held September 5 to 7, 1933; and that
his Suggestion will be that the conference of Federal reserve auditors
et at the Chicago bank on Friday, September 8, 1933, The reply stated
that the proposed arrangements for the conference referred to are satis-
fa°t°ry, and that Mr. Paulger, Chief of the Division of Examinations, and
PO8sibly 1ir. Smead, Chief of the Division of Bank Operations, will arrange
% attenq,

Approved.

Reply on August 17, 1933, approved by six members of the Board,
Wiy letter dated August 10 from Mr, C. W. House, Manager of the magazine
"TTust Companies"”, New York, New York, requesting a copy of a study and
rep°rt made by the Federal Reserve Board on the subject of branch banking.
The Tedly stated that the Board has made no such report; that it is pos-
Hble that Nr, House has in mind a study which was made for the Federal
PeservG banks and the Federal Reserve Board by an internal committee; and
hat this report is voluminous, has not been published, and is not avail-

Tor qistribution.
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Reply on August 16, 1933, approved by six members of the Board,
%o a letter dated August 7 from Mr. Downs, Assistant Federal Reserve
Agent at New York, inclosing copies of two letters from the Bank of the
Vanhattan 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 camnot legally
TeQuire the organization to furnish the information needed for the report.
The reply stated that, in view of the fact that the Board and the Comptroller
°f the Gurrency have extended until September 16, 1933, the time within
"hich all member banks may file with the Comptroller and with the Fed-
oral reserve bank, respectively, the reports of their affiliates called
for on July 7, 1933, pursuent to the Banking Act of 1933, the Board will
belke o action at this time on specific requests for further extensions
°F the time within which individual banks may file the reports of their
Mfiliates; that if the Bank of the Manhattan Company is unable to deter-
Tne vhether certain organizations are its affiliates within the meaning
i Section 2 of the Banking Act of 1933, it is suggested that the bank
rurnish 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
Sy quﬁstion, it is suggested that it submit the matter to the Board for

8 p
ulih@: and that if all the necessary facts are submitted promptly with

q
raquest for a ruling, every effort will be made to rule on the question
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in time for the Bank of the lanhattan Company to obtain and furnish re-
Ports of its affiliates by September 16, 1933, The reply stated further
that the Board does not feel that it can continue indefinitely to extend
he time within which member banks may furnish reports of their affiliates
disclosing their condition as of June 30, 1933, and that it is suggested
that the Bank of the Manhattan Company exert its best efforts to obtain
the necessary information at the earliest possible date.
Approved.
Reply on August 10, 1933, approved by four members of the Board,
% & letter dated Tuly 19 from Mr. Curtiss, Federal Reserve Agent at
Bost°n. inclosing a letter dated July 18 from Mr. Thomas H. West, Jr.,
PTeBident of the Rhode Island Hospital Trust Company, Providence, Rhode
Island, a member bank of the Federal Reserve System, and balance sheets
o Certain afriliates of the trust company as of June 30, 1933, The
Teply referred to Mr., West's request for permission not to publish re-
Porgg Of condition of seven affiliates of the trust company, and to the
S statement that three of these affiliates "appear to be in process
3% dissOlution and four are described as owning property which was acquired
liQUidation of commercial loans and as having been formed to localize
fin&nci&l rigks involved in the owmnership or operation of such property";
e Stateq that, in view of the fact that the Federal Reserve Act does not
*duire State member banks to publish their own reports of condition, the
E°ﬂrd has interpreted the requirement of section 9 of the Federal Reserve
A&t’ 88 amended by the Banking Act of 1933, that the reports of each

afp
Uiate "shall be published by the bank under the same conditions as

8oyg
T its 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 Company
must publish the reports of the affiliates in question depends upon
Whether the laws of Bhode Island require the publication of reports of
State banks under similer 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
trusg 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
Boarq showing the condition of such affiliates as of June 30, 1933; that
the Board has ruled that this requirement is not applicable to affiliates
Which were formally placed in liquidation prior to June 30, 1933; that
the mere fact that an affiliate has discontinued active business or
Etarted to wind up its affairs without being formally placed in liquida-
tlon or the fact that it has been formally placed in liquidation sub-
SQuent to Jume 30, 1933, is not sufficient to excuse the member bank
fran Obtaining and furnishing the report called for as of that date;

04 that it does not appear that the Washington Corporation, the Kadison
Company’ or the Ritrust Corporation were formally placed in liquidation
Prior to June 30, 1933. The reply stated further that the mere fact
that an affiliate owns property acquired by a member bank in ligquida-
Hon of commercial loans or that it was formed to localize certain
“lnangyq) risks does not prevent it from being an affiliate within the

ng
qing of the Banking Act of 1933 or excuse the member benk from the

e
Wirement that it obtain reports of such affiliate and furnish them
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%o the Federal reserve bank and the Board; and that if the Mount Hope
CQmP&ny, the East Providence Quarries, Inc., the Jefferson Realty Com-
Pany, and the Edco Company are "affiliates" or "holding company
affiliates" of the trust company within the meaning of those terms
83 defined in sections 2(b) and 2(c¢) of the Banking Act of 1933, the
trust company should obtain and furnish reports of their condition as
of June 30, 1933, in the form prescribed by the Board. The reply added
thaﬁ the reports inclosed in the letter from the Rhode Island Hospital
Trust Company are not in the form presecribed 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.
Approved.

Reply on August 9, 1933, approved by four members of the Board,
to g letter dated July 25 from the Citizens and Southern Holding Company,
S&vann&h, Georgia, making application to the Board for a permit under
&uthOrity of section 5144 of the Revised Statutes, as amended, to vote
the stoeK ovmed by it in the Albany Exchange National Bank, Albany,
Ge°rgi&, and The IaCrange National Bank, IaGrange, Georgia. The reply
Stateq that section 5144 provides that the Board, in acting upon any such
®Plication, shall consider the financial condition of the applicant, the
Senera) character of its management, and the probable effect of the grant-
og Of such permit upon the affairs of each subsidiary member bank, end
that' in view of this requirement, the Board is unable to grant a voting
permit unless it is furnished with detailed information with respect to

h ;
a 8pplicant, its subsidiaries, and any affiliates of the applicant or

t 3 —
> Subsidiaries. The reply also inclosed mimeographed copies of Regula-
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¥lon P, regarding holding company affiliates, and forms for use in con-
Dection with applications for voting permits, and stated that these
Tegulations 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, unless an emergency
8xists, it is requested that the Citizens and Southern Holding Company
Withhold its application until printed forms of the regulation and appli-
Cation are available; and that such forms will be furnished to the campany
88 soon as they are ready for distribution.
Approved.

Reports of Standing Committee dated August 9, 10, 11, 4. 16, 17,

and 18, 1933, recommending approval of the following changes in stock at

Fedel‘&l Treserve banks:

SEblications for ORIGINAL Stock: Shares
Toaxict Wo. L.

8t National Bank of Belfast, linine. 144 144
Eﬁiﬂﬂﬂiﬂllﬁbziiz

St National Bank, Peckville, Pa. 75 75
giStrict No. 7.
Am: National Bank of Grand Rapids, Michigan. 600

Tlcan National Bank at Indianapolis, Indiana. 1,920 2,520
E;:trict No. 10.
citi°nﬂl Bank of McAlester, licAlester, Oklahoma. 90
Natizens National Bank in Okmulgee, Oklahoma. 66

lonal Bank of Commerce, Altus, Oklahoma. 33 189

Total 2,928

4
B Heations for ADDITIONAL Stock:
Frarict No, 3.

8% National Bank, Carbondale, Pa. (Increase in
capital, preferred, partly offset by decrease

In surplus) 60 60
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L) Applications for ADDITIONAL Stock: (Cont'd) Shares

District No. 7.
First National Bank, Homer, I1l. (Increase in
surplus) 1 1

District mo. 10.
ha National Bank, Omaha, Nebr. (Increase in i
capital, preferred, partly offset by decrease
in surplus) 150 150

First imerican National Bank, Port Townsend, Washe

(Increase in surplus) 3
Northern california National Bank, Redding, Calif.
(Increase in surplus) ¥ 4
Total 215

%Pal‘igtions for SURRENDER of Stock:
1strict lo. 2.
1%izens National Bank, New Brunswick, N. J.
(Insolvent) 180 180

I Distrigy No. 3
‘wnt Holly National Bank, Mount Holly, N. Je
(Insolvent) 105 105

gistrict No. 4.
®dtral United National Bank, Cleveland, Ohio.
(Decrease in surplus) 300 300

Ustrict wo. 5.
8t National Bank and Trust Company, Asheville, N. C.
(V.L.Sue. by First National Bank and Trust
Company in Asheville) 240 240

Distpg
ct No. 6.
ot Noe S

8% Company of Georgia, Atlanta, Georgia.
(Decrease in surplus) 300 300

] FirSt National Bank, Farnhamville, Iowa, (Insolvent) 30
St National Bank, Birmingham, Mich. (Being

liquidated through conservator) 240

National Bank, Geneseo, Illinois. (Decrease in

k FirstSurPlUS) 15

National Bank, Marion, Indiana. (Being

Fip liquidated through conservator) 240

| St Lake County National Bank, Libertyville, I1l.

! Cit (Being liquidated through conservator) 78

¥ National Bank & Trust Co., Niles, Mich.
(Being liquidated through conservator) 150 753

gr FRASER
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1‘ Applications for SURRENDER of Stock: (Conttd) Shares
District No. 10.
Pirst National Bank, Augusta, Kansas. (Insolvent) 63
Exchange National Bank, Tulsa, Okla. (V.L.Suc. by
National Bank of Tulsa) 1,980 2,043

District No. 11.
First National Bank in Lott, Lott, Texas.

(Insolvent) 18
Parmers National Bank, Dublin, Texas. (V.L.Abs.
by Dublin National Bank) 38
First State Bank, Royse City, Texas. (V.L.Suc. by
Citizens State Bank) 45 101

District No. 12.
irst National Trust and Savings Bank, Chico,
Calif., (Insolvent) 120 120
Total 4,142

Approved.

Thereupon the meeting adjourned.
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Secfetary.

AQDrOVed:
Iy Chairman, Executivé Committee.
1
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