
A meeting of the Executive Connittee of the Federal Reserve

Bcard was held in "Washington on Saturday, September 30, 1933, at 11:30

PRESENT: Mr. James, Presiding
Mr. Miller

Szymczak
Mr. O'Connor

Mr. Bethea, Assistant Secretary
Mr. Noell, Assistant Secretary
Mr. Martin, Assistant to the Governor
Mr. *Wyatt, General Counsel
Mr. Paulger, Chief of the Division of

Examinations
Mr. Vest, Assistant Counsel

The application of The National Bank of America, Paterson, Nev

'Jersey, for permission to reduce its capital stock from %;500,000 to

200s‘,n00 in connection with a plan for the reorganization of such bark,

aPProval of which was recommended by the Comptroller of the Currency in

his memorandum dated July 13, 1933, was brought up for consideration.

L:r e paulger reported that the Division of Examinations had been unable

t° concur in the reconmendation of the Comptroller and that the matter

11841 been delayed for sometime in order that it might be discussed in-

formally with the Comptroller's office. He said that, while this had

been done on several occasions, Deputy Comptroller Gough felt that the

13°ard should take such action on the recommendation previously submitted

(18 in its opinion might be warranted. Mr. Paulger said that he had re-

celltlY talked with Mr. L. K. Roberts: Chief National Bank Examiner at

14317 Y°rk: and with Mr. Case, Federal Reserve AF,ent at Mew York, both of

144111 felt that action should be taken on the application at once. In

th
connection, attention was called to the fact that Mr. Case does not
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favor the capital reduction applied

of Paterson admittedly over-banked,

ganization would be problematical.

that the reorganization plan, while

-2-

for and feels that, with the City

the future of the bank after reor-

r. Paulger stated that it appeared

it would considerably improve the

condition of the bank, was not altogether desirable; that the City of

Paterson is apparently over-banked, and that the institution, if re-

°Pened, would not have good prospects of success; that

had been unsatisfactory and directors and officers had

in order to obtain loans for themselves and members of

during the time immediately following the stock market

the management

used the bank

their families

crash; that the

Comptroller of the Currency intended to require that the management of

the reorganized bank be satisfactory to the Chief National Bank Examiner

at 1Tew York, and that, even though the reorganization plan left some-

thing to be desired, the bank, if reopened, mould come in under the

tetTcrary insurance fund of the Federal Deposit Insurance Corporation

beginning January 1, 1934,

Bethea stated that

tion of policy in that

be desirable to reopen

ill order that it might participate

and to that extent its survival was assured.

consideration of the application involved a ques-

a decision must be made as to whether it would

a bank on a basis which is not entirely sound,

in the protection to be afforded by

th6 Pederal Deposit Insurance Corporation, or whether it would be prefer-

4b1e to refuse to approve the reduction in capital stock with the result

that the bank might have to go into liquidation, he added that it ap-

ipeared from the examiner's comments that the reorganization plan did
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not offer greater benefits to the depositors and other creditors, so

far as ultimate recovery was concerned, than might be realized through

a process of liquidation involving the levying of a stockholders' as-

sessment. Er. Liner indicated that he was of opinion that the Federal

Reserve Board should be required only to consider applications for re-

duction in capital stock in the light of whether the condition of the

bani . would be improved, rather than adversely affected, in determining

the action to be taken, and that he felt the responsibility for deter-

mining whether the reorganization should be approved devolved primarily

uPon the Comptroller of the Currency, and that his decision regarding

that phase of the matter should be accepted by the Board. he inquired

hlr• il'yatt as to the responsibility imposed upon the Federal Reserve

Board under the law in connection with reductions in capital stock.

-4 4 Wyatt replied that, in his opinion, it was necessary that the Board

488usle a dual responsibility with the Comptroller of the Currency and

Ili"1 the situation in all of its aspects before reaching its conclusion.

4. "Oilier suggested that it would be desirable for the Board to have

ell ()Pinion of its counsel, and also an opinion of counsel for the Conp-

tl'oller of the Currency, indicating precisely the scope of the authority

61434 responsibility of the Board and the Comptroller of the Currency with

l'esPect to these matters in order that an effort might be made to avoid

" far as possible the overlapping of functions. Er. O'Connor concurred

•
thls suggestion and stated that, in view of the efforts of his office

t0 work out sound reorganizations and the amount of time and effort
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expended in contacting shareholders, depositors, and others on the

Part of officers and representatives of the banks involved, it was

Llanifestly unfortunate that it appeared necessary for the Federal Re-

serve Board to cover the same ground. Ile pointed out that, in instances

Where the Board's examining staff did not concur in the recommendation

Of his office, all preliminary work extending over a period of months

in some cases was fruitless.

After discussion, it was the consensus of the
Executive Conmittee that consideration of the fore-
going application should be deferred until the next
meeting of the Board.

The Executive Committee considered a memorandum dated September

21' 1933, prepared by Er. Paulger, with respect to the recommendation

submitted by Er. Case, Federal Reserve Agent at New York, in his letter

dated September 8, 1933, recommending the appointment of Er. Orrin R.

jUdd as an examiner in the Federal reserve agent's department with

841arY at the rate of ,fl2,000 per annum, to supervise the examination

of trust departments of State member banks. Er. Paulger stated that

141's Judd will be 63 years of age on :ovember 4, 1933; that he has been

a°ing trust work for the past 20 years; that in 1925 he became vice-

1)reident in charge of the personal trust; division of the Irving Trust

C°111PanY of New York and continued in that capacity until June 6, 1933,

he loft the employ of the trust company. Er. James inquired as

t° 741Y Lii'. Judd left the Irving Trust Company and Er. Paulger stated

that he had made a discreet investigation into the matter and it ap-

Peared that a difference of opinion over the administration of a large
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estate had something to do with la.. Judd's retirement. la.. Paulger

stated also that it seemed that Lir. Judd was more a student than a

business executive; that he receives a pension from the Irving Trust

Company of $200 a month; and that Li'. Case recommends that Mr. Judd be

aPPointed only for a period of two years, in order that he might de-

7eloP an effective organization of younger men to carry on the work in

the future. He stated further that he thought it mould not be desirable

to appoint a man as old as /jr. Judd or to appoint anyone only for a

Period of two years; that he felt it mould be preferable to appoint a

Y°unger man with the proper training and experience mho could grow into

increased usefulness; and that it was his recommendation that the em-

PloYment of iii'. Judd as an examiner to handle trust examinations be

not approved.

After discussion, Lir. Miller made a motion,
which was unanimously adopted by the Executive Com-
mittee, to the effect that Mr. Paulger be authorized
to continue discussions with Mr. Case in regard to
the employment of a thoroughly trained man for trust

work with the view to having la-. Case withdraw his
recommendation with respect to la.. Judd and submit

another recommendation in this connection.

There was presented, at Mr. Miller's request, a letter dated

September 26, 1933, from Mr. Stevens, Federal Reserve Agent at Chicago,

tl'ansmitting copies of statements of indebtedness, as of July 1, 1933,

Of lessrs. J. Penningroth and 11. G. Eudson, newly appointed examiners

ill the Federal reserve agent's departnent of the bank, submitted in ac-

e°rdance with the Board's letter of April 29, 1933 (X-7425), together

With a draft of a reply thereto, which had been prepared and placed in
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circulation, stating that it is noted from the statement submitted by

Penningroth that he is indebted to the City National Bank & Trust

e°711PanY, Battle Creek, Michigan, in the mount of $750, and that it

will be appreciated if the agent mill advise the Board whether Mr. Pen-

ningroth plans to liquidate this indebtedness within a reasonable time,

End also as to any outside business connections which he or Mr. hudson

MaY have. Mr. taller pointed out that Mr. Penningroth also is indebted

to the Union L; Peoples Company, Jackson, Michigan, in the amount of

43s 600 and to the Guardian holding Company, Detroit, Michigan, in the

Emount of $25,000. He said that he felt the Board should consider

*ether it is desirable, as a matter of policy, to approve the appoint-

of an individual having an outstanding indebtedness of 29,350 to

a
 
Position on the examining staff of the reserve bank. Mr. Eethea stated

that the 750 loan was the only one mentioned in the proposed reply be-

ell-116e it represented indebtedness to a member bank, which is the kind

referred to in circular letter X-7425. Moreover, he said, the two large

1°4kns were collateral loans and in the case of the 25,000 loan, the fol-

1
°wilag explanation appeared on the statement of indebtedness: "Employees

Contract for the purchase of Group stock. Although not specifically set

forth it has generally been considered the holding company mould look

°111Y to the security and not to the employee."

After discussion, the Executive Committee re-
ferred Mr. Stevens' letter of September 26, 1933,
and the draft of reply thereto, to the Committee
on District No. 7, for consideration, with the
understanding that it mould submit a recommendation
to the Board regarding the matter.
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There vas presented also a letter dated September 27, 1933,

fr°'11 1 r. Stevens stating that examiners which the Federal Reserve Bank

01 Chicago has allotted to the Federal Deposit Insurance Corporation

arO being paid higher salaries than would normally be paid for similar

work by the reserve banlr, that in some cases the increases involved

run as high as )1,000 and that, when such examiners are released from

this special assignment, it may be difficult for the bank to obtain

their services again at the usual salaries. flr. Faulger said he thought

4 higher salary scale should prevail for the duration of the special as-

sinment inasmuch as the examiners involved will be required to work

day and night, Sundays and holidays.

The

tars:

After discussion, the Executive Committee re-
ferred Idr. Stevens' letter of September 27, 1933,
to the Committee on District No. 7, for considera-
tion, with the understanding that it mould report
its findings to the Board.

Committee then considered and acted upon the following mat-

Letter dated September 27, 1933, from Er. Boxton, Chairman of

the Federal Keserve Bsnk of Richmond, stating that Er. E. C. Graham,

It Class L director of the bank, whose tern expires on December 31, 1934,

114e tendered his resignation inasmuch as he is now President of the

4111ilton National Bank of Washington, D. C., and is therefore no longer

eligible to serve as a Class B director; that a special election to

the vacancy caused by Lr. Graham's resignation will be conducted

h°rtlY contemporaneous with the regular annual election of directors;

9'134 that a copy of Graham's letter of resignation is inclosed for
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the Board's files.
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Noted.

Letter dated September 28, 1933, from Li'. Sproul, Secretary of

the Federal Reserve Bank of Slew York, advising that, at a meting of

the board of directors on that date, no change was made in the bank's

existing schedule of rates of discount and purchase.

ithout objection, noted with approval.

Reply on September 29, 1933, approved by five members of the

Board, to a letter dated September 25 from Case, Federal Reserve

Agent at New York, stating that the executive committee of the Federal

Reserve Bank of New York, at its meeting on that date, voted to recom-

rilerld to the Board that Messrs. Oscar P. Carpenter, Philip L. Dickinson,

4hn Keirsey, Yri11jan h. Lee and Arthur V. latchell, employees in the

13auk Lmminations Department, be designated assistant examiners. The

rePlY stated that the Board approves the designation of the employees

referred to as assistant examiners in the Federal reserve agent's do-

of the bank without change in compensation.

Approved.

Letter dated September 29, 1933, to Li'. Wood, Federal Reserve

'Agent at St. Louis, approved by five members of the Board, referring to

the transaction whereby the North St. Louis Trust Company and the water

Tower Lank, both member institutions located in the City of St. Louis,

—ss •
°url, were merged under the charter of the North St. Louis Trust

4411134nY, effective as of March 18, 1933, and stating that the Board

h48 reviomed the condition of the trust company as reflected in the
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report of examination as of June 20, 1933; that it has also noted the

information submitted with the agent's letter of August 1, 1933, from

Ithich it appears that the transaction has resulted in no material

chenGe in the general character of the assets of, or broadening in the

scope of the functions exercised by, the member institution within the

Illeafling of the general condition under which it was admitted to mem-

bership in the Federal Reserve System; and that, on the basis of this

information end the agent's recommendation, the Loard will, therefore,

take no action affecting the membership of the North St. Louis Trust

Company in the Federal Reserve System by reason of the transaction.

The letter stated also that it is noted that the agent has called the

bazIk's attention to the unsatisfactory condition as disclosed by the

"azination, and that the Board will appreciate being kept advised of

provoments in the bank's condition.

Approved.

Letter dated September 28, 1933, to la*. Newton, Federal Reserve

4Cent at Atlanta, approved by five members of the Board, referring to

the application of The Commercial National Bank of Chattanooga, Tonnes-

8", for permission to act in all fiduciary capacities authorized under

section 11(k) of the Federal Reserve Act, and stating that the Board

has been informed by the Comptroller of the Currency that a suit has

beell started against the farmer &floors of the First National Bank of

Chattenooca, charging fraud in connection with the sale of participation

cert
ificates in real estate mortgages, which involves two officers of

the applicant bank; and that, accordingly, the Comptroller of the Currency
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has recorramended that the granting of trust powers to the applicant bank

be delayed for a time until the public reaction to the facts brought

out in the suit and its effect upon The Connercial National Bank of

C
hattanooga shall become evident. The letter stated also that, in view

Of the information submitted by the Comptroller, and his recommendation

it the premises, the Board is unwilling to grant trust powers to The

C°Ilmercial National Bank of Chattanooga at this time; that it is felt

that, instead of declining the application, it mould be preferable to

withhold final action in the matter until after the results of the

Pending litigation against the officers and its effect on the applicant

he been determined; that the agent is requested to advise the bank

accerdint;ly; and that the Board mill be glad to consider another appli-

cation for trust powers when the unsatisfactory conditions surrounding

the 
management and the bank's relationship with the preceding institu-

ti°ts have been fully eliminated.

Approved.

Letter dated September 28, 1933, to The First Lake County Na-

tional Bank at Libertyville, Illinois, approved by four members of the

Board, referring to the application filed by the bank through the Fed-

el*al Reserve Bank of Chicago, for permission to exercise full fiduciary

P"ern under section 11(k) of the Federal Reserve Act, and stating that

the Board has considered the application and authorizes the bank to act,

v'hen net in contravention of State or local law, as trustee, executor,

4clinin1strator, registrar of stocks and bonds, guardian of estates, as-

receiver, committee of estates of lunatics, or in any other
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fiduciEry capacity in which State banks, trust companies, or other cor-

porations which cone into competition with national banks are permitted

to act under the laws of the State of Illinois, only in the specific

trUEAS in which the old First Lake County National Bank of Libertyville

had been appointed and MRS acting on the date when The First Lake

County Iletional Bank at Libertyville was authorized by the Comptroller

of the Currency to commence business, the exercise of all such rights

being subject to the provisions of the Federal Reserve Act and the regu-

lations of the Federal Reserve Board. The letter stated also that ac-

tion has been deferred upon the bank's application for full fiduciary

Pe'llers until the institution has been in operation for at least one year,

alld a report of examination made subsequent to that period has been re-

ceived.

Appro-ved.

Telegram dated September 29, 1933, to Yr. Newton, Federal Re-

ser7e Agent at San Francisco, approved by five members of the Board,

Iseferring to the hoard's wire of August 12, 1933, in connection with

the
proposed branch of the Spokane and Eastern Trust Company, Spokane,

Viashington, at Cheney, Tiashington, and requesting that the agent for-

0. complete copy of the latest report of examination of such bank

elld advise as to the total number of branches such bank will have after

the contemplated branch at Cheney is established and where each branch

ie located. The telegram also requested that the agent forward, if

able, copies of any agreements covering the proposed take-over of

th0 Security National Enrk of Cheney by the Spokane and Eastern Trust
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Cam,
eany and advise as to the opinion of counsel for the Federal reserve

bank as requested in the Board's telegram of August 12; and stated that

it is understood that the Supervisor of Banking of Washington has ap-

Proved the establishment and operation of the proposed branch at Cheney,

but that it will be aporeciaed if the agent will confirm this. The tele-

Cram stated further that, in order to consungiate the merger, it appears

tO be necessary for the Northwest Bancorporation, the holding company af-

ciliate of the institutions involved in the merger, to obtain a voting

Permit from the Board; that, in this connection, it is requested that

the agent submit to the Board his recommendation as to whether the permit

11°uld be granted; and that the Board is advising the Federal Reserve

It:Cellt at lanneapolis that the Northwest Bancorporation should file a copy

f the application for such permit with the Federal Reserve Agent at San

Fr4teisco.

Approved, together with a telegram dated September
29, 1933, to Mr. Peyton, Federal Reserve Agent at
Linneapolis, also approved by five members of the Board,
referring to his letter of September 23 inquiring as to
whether the Northwest Bancorporation must file a copy
of its application for a voting permit with the Federal
reserve agent of each district in which a subsidiary
member bank is located, and stating that since the ap-
plication in question is for a temporary permit solely
for the purpose (1) of voting the stock of the North-
western National BATIT:, Lanneapolis, /linnesota, in con-
nection with the consolidation of that bank and the
Minnesota Loan and Trust Company, and (2) of voting the
stock of the Security National Bank, Cheney, Washington,
and of the Spokane and Eastern Trust Company, Spokane,
aashington, in connection with the merger of such in-
stitutions, the Board will not in this case require the
applicant to file a copy of the application for a tempo-
rary permit in each district in which a subsidiary member
bank is located; that the filing by the applicant with
the Federal Reserve Agent at San Francisco of a copy of
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the application which has been filed with the Federal
Reserve Agent at Linneapolis and the Federal Reserve
Board will be sufficient for the purposes of the in-
stant application; and that, however, before the Board
acts on the question whether a permit entitling the
applicant to vote the stock in all of its subsidiary
member banks should be granted, the requirements of
Regulation P in this respect must be fully complied
with.

Reply on SeptemLer 28, 1933, approved by five members of the

Board, to letters dated August 5 and September 19 from Lr. Thaddeus M.

j°fles, Treasurer of the Prince Georges Bank and Trust Company, Hyatts-

ville 
Laryland, with regard to the eligibility of the Prince Georges

Lank and Trust Company for membership in the Federal Reserve System.

The reply stated that it is understood that such bank has a branch

located in ht. Rainier, haryland, beyond the limits of Hyattsville,

Which was established subsequent to February 25, 1927; that, under the

1Drovisions of section 9 of the Federal Reserve Act, as amanded by the

Bellizirig, Act of 1933, branches of a State member bank established sub-

3equent to February 25, 1927, beyond the limits of the city, town, or

village in which the parent bank is located, may be retained by such

bank only if it complies with the same requirements applicable to the

establishment of branches by a national bank beyond the limits of the

eitY' tolua or villae in which the national bank is located; and that,

44der the provisions of the National Bank Act, as amended by the Banking

4°t of 1933, a national bank is authorized to establish a branch within

the State in which it is located and beyond the limits of the city., town

Or vil lase in which the parent bank is situated if its establishment

4141(1 operation are, at the time, "authorized to State banks by the Statute
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Law of the State in question by language specifically granting such

authority affirmatively and not merely by implication or recognition,

and subject to the restrictions as to location imposed by the law of

the State on State banks", provided, of course, that the bank complies

Iflith all other requirements of the law. The reply stated also that,

although the statutes of :,aryland recognize the right of State banks

to establish branches beyond the limits of the place in mhieh the parent

bank is situated, the Board does not understand that the authority is

0•70/1 "by language specifically granting such authority affirmatively

and not merely by implication or recognition", to establish branches

beyond the limits of the city, town or village in mhieh the parent bank

iS 
located; and that, accordingly, the Prince Georges Bank and Trust

C°111Parly may not lawfully be admitted to membership in the Federal Re-

Serve 
System mhile retaining the branch established at Lit. aainiersub-

8equent to February 25, 1927.

Approved.

Telegraphic reply on September 28, 1933, approved by five mem-

ber 
of the Board, to a letter dated September 23 and a telegram dated

September 27 from Bell, Cashier of the Federal Reserve Bank of

'Atlanta, inclosing a copy of a letter dated .(3eptember 20 from Mrs.

1°n Banister, Assistant Troasuror of the United States, stating that

111.11g October 2, 1933, the bank is requested to advise the Treasurer
by

".u'e the amount of unfit Federal reserve bank notes, new series,
ehEt.r

C'ed in the Treasurer's general account and shipped to the National
13azik ,

'edemption Agency for redemption; and stating that to comply with
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this request it will be necessary that the bank make a complete change

Of Practice in handling unfit new series Federal reserve bank notes and

unfit new series national bank notes by making an additional assortment

to separate the two issues; that this will mean a considerable increase

in labor and time, and will no doubt necessitate eventually, if not im-

mediately, an increase in the number of persons employed in the Cur-

rency Assorting Divisions of all Federal reserve banks and branches;

and that the Board's advice in the matter is requested. The reply

stated that separate figures of Federal reserve bank notes redeemed

are necessary for inclusion in the

cletermininc the amounts of various

it is suggested that the bank make

surer's request; and that, if such

ditional money counters, the Board

that fact to its attention.

Treasurer's daily statement and in

kinds of money in circulation; that

arrangements to comply with the Trea-

compliance necessitates employing ad-

mill be glad to have the bank bring

Approved.

Reply on September 28, 1933, approved by five members of the

13°11rd, to a letter dated September 7 from ijr. Worthington, Deputy

Governor

fr°1i1 the

of the Federal Reserve Bank of Kansas City, quoting a telegram

Comptroller of the Currency, authorizing and requesting the

bank to honor all checks or drafts drawn upon it by the receiver of a

Ilational bank in Kansas,
Of the

former conservator of the bank, and to make appropriate entries

transferring such funds to the credit of the receiver; and requesting a

as to whether trust funds deposited by a conservator should

covering funds in general and special accounts
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remain on the books of the Federal reserve bank and be subject to

check by the receiver Alen a receiver for the bank has been appointed,

and as to the procedure to be followed with respect to funds included

in the conservator's general account mhich may be transferred to a re-

as well as funds subsequently coning into the hands of a re-

ceiver. The reply stated that the Board has been advised informally

by the Comptroller's office that the wording of such telegrams regard-

t1e transfer of funds from conservators to receivers has been

changed, and that receivers are instructed by the Comptroller to trans-

fer all balances in both the special and general accounts to designated

dePositary banks as soon as it is practicable to designate such depos-

itaries; that, in order, however, that the receiver may promptly make

available to depositors funds held in the special segregated account,

the Comptroller would like to have the Federal reserve banks cooperate

with him by honoring checks drawn by a receiver pending the designation

Of 
a depositary bank to which his funds may be transferred; and that

he Board sees no objection to the Federal Reserve Bank of Kansas City

e(1°Peratin,2 with the ComptrolIor in this respect.

Approved.

aeply on September 28, 1933, approved by five members of the

13°ard, to a letter dated September 22 from Paul P. Brawn, Secretary

°11 the North Carolina Bankers' Association, Raleigh, North Carolina,

With regard to the rates of interest which may be paid by banks on time

alid savings deposits under the provisions of the proposed Code of Fair

C°1110etition for the Banks of the United States. The reply stated that
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the provisions of the Board's Regulation C4 with respect to the payment

ef interest on time and savings deposits are applicable only to banks

Inhich are members of the Federal Reserve System; that the question as

toA,14,&at banks are affected by the provisions of the proposed Code of

Fair Competition with regard to the rate of interest which may be paid

tirne and savings deposits, if approved by the National Recovery Ad-

Dlinistration, is one which is not within the province of the Board; and

that the lioard, accordingly, does not feel that it is in a position to

"Press an opinion with respect to such a question.

Approved.

hologram dated September 29, 1933, to the Federal reserve agents

all Federal reserve banks, approved by five members of the Board,

etatinc that a number of inquiries have recently been submitted to the

1()ard involving the interpretation of provisions of the Banking Act of

1933 relative to holding company affiliates of State member banks;

that 
in view of the fact that the Board has not had sufficient oppor-

tullitY to consider carefully all such questions and rule thereon, the

'1/11.rd feels that State member banks which are subsidiaries of holding

ce PanY affiliates should be afforded additional time within which to

btain 
from their holding company affiliates agreements, on F. L. E.

?°1171 P-5, pursuant to the provisions of section III of the Board's

Regulation P; and that, in the circumstances, the Board has extended

44til IT
ovember 1, 1933, the time within which each State member be*

'44-1ich is a subsidiary of a holding company affiliate must obtain from

its holdinC company affiliate and file an agreement on i. R. B. Form P-5.

Approved.
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Telegraphic reply on September 28, 1933, approved by five menr

bers of the Board, to a letter dated September 25 from Lr. Curtiss,

Federal Reserve Agent at Boston, referring to the necessity of State

member banks obtaining and filing agreements by holding company affili-

ates on F. R. B. Form P-5, stating that substantially all of the stock

of the Old Colony Trust Company, Boston, iassachusetts, a member bank,

iS held by three trustees for the benefit of stockholders of the First

liational Bank of Boston, and requesting advice as to whether an agree-

°n .lorm P-5 should be executed by the trustees as well as by the

First Lational Bank of Boston. The reply stated that if the trustee-

'3114 is a "corporation, business trust, association, or other similar

°I"Canization" within the meaning of the Federal Reserve Act, as amended,

it would seem that it is a holding company affiliate of the member bank

alld should execute a separate agreement on Form P-5; that, in view of

the fact that the Board does not have information which would enable

t to pass on this question at this time, it would seem desirable, in

ea" of doubt, for the trusteeship to execute and file a separate agree-

Illealt on Form P-5, pending determination of this question; and that the

13°ard understands that the First ilational Bank will file a similar agree-

ment within the time prescribed.

Approved.

Telegraphic reply on September 28, 1933, approved by five MOM-

b0 3
of the Board, to a telegram dated September 26 from Lr. Wood, Fed-

ellQ- Reserve Agent at St. Louis, stating that the majority of the stock

Of 
the Peoples Bank, Little Rock, Arkansas, a member bank, is owned by
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the Peoples Trust Company, mhich was placed in liquidation by the State

Bank Commissioner prior to June 16, 1933, and requesting advice as to

Whether it is necessary for the Peoples Trust Company to obtain a per-

mit to vote the stock of the Peoples Bank. The reply stated that if

the Peoples Trust Company is in the hands of a State official for the

Purpose of liquidation, presumably the ownership and control of the stock

°f themember bsnk is not in the Peoples Trust Company, but is vested

in the State official, subject to order of the court or other duly con-

r3tituted public authority, and that, accordingly, if such institution

is in the hands of a State official who exercises control of the stock

kiuestion, subject to order of the court or other duly constituted

Public authority, it would not appear to be necessary for the Peoples

4ust Company to obtain a voting permit or for the member bank to obtain

411 agreement by the Peoples Trust Company on Form P-5 during such period.

Approved.

Telegraphic reply on September 28, 1933, approved by five mem-
bers 

of the Board, to a telegram dated September 23 from nr. Newton,

Federal Reserve Agent at San Francisco, referring to the Board's tele-

grlikra of

September 22 and submitting certain additional information in

corzection with the question as to whether the liormon Church or the

Savings Bank and Trust Company is a holding company affiliate of

the Utah Trust and Savings Bank, Salt Lake City, Utah, a member bank.
The 

reply stated that, presumably, the Zion's Savings Bank and Trust Com-

1414Y is an affiliate of the Utah Trust and Savings Bank, since it mould

4PPear that it is controlled by shareholders of the member bank who
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control a majority of the shares of the member bank, and that the agent

does not state whether the three directors of the Utah Trust and Savings

Bank, referred to in his telegram, who are also directors of the Zion's

Savings Bank and Trust Company, represent a majority of the directors

ef the latter institution, but that if so, the Zion's Savings Bank and

41.12t Company would also come within the definition of an affiliate con-

tined in section 2(b)(3) of the Banking Act of 1933. The reply stated

8180 that, from the information furnished, it would not appear that the

Zion's Savings Bank and Trust Company is affiliated with the member bank

any manner set forth in section 2(c) of the Banking Act of 1933 or

that it is a holding company affiliate of such bank and required to exe-

cute an agreement on F. h. Form P-5, but that the Zion's Savings Bank

&nd Trust Company would be a holdini,-, company affiliate of the member

ballk and would be required to execute such an agreement if it should

e°11trol in any manner the election of a majority of the directors of

the member bank; that, if the agent desires the Board to rule on this

question, it is requested that the Board be furnished with all informa-

mhlch would be necessary to enable the Board to determine the mat-
ter.

and that, in connection with the question whether the Mormon Church

is a holding conpany affiliate of the member bank, it is requested that

the 130ard be furnished with an opinion of counsel for the Federal re-

6 bank on this question, with a detailed discussion of the question

11711*ther the Lormon Church is a "corporation, business trust, association,
Or ot her similar organization" within the meaning of the Federal Reserve
Aet,

11S amended. The reply stated further that, in view of the doubt
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as to whether the Lormon Church is a holding company affiliate of the

State member bank, and in case of doubt as to whether the Zion's Savings

4111:. and irust Company is a holding company affiliate, it would seem

desirable for such institutions, respectively, to execute and file the

requisite agreement on F. R. B. Form within the time prescribed by

the Board, pending determination of such questions.

Approved.

Telegraphic reply on September 28, 1933, approved by four mem-

bers of the board, to a telegram dated September 21 from Er. Sargent,

4ssist0-nt Federal Reserve Agent at San Francisco, inquiring as to

whether an unlicensed State member bank operating under restrictions

11111 t Publish a report of its holding company affiliate. The reply

tated that, in order that the Board may have sufficient information to

rule on the question, immediate advice is requested as to the exact

ctatus of the bank, whether the bank is in the hands of a conservator

or other State official, whether formal action has been taken to place

the b/Ink in liquidation or receivership, the exact date any such action

1111s telcen, and the nature and extent of the business being transacted by

th° ba.nk. The reply also requested that the Board be furnished with

8PeCific reference to any statute under authority of which bank is being

°Pelsated, and any other information which may be relevant; and stated

thELt, pending determination of the question, the Board extends the time

the transmission by the bank of a report of its holding company af-

tilie.te for a period of ten days from September 26. The reply stated

I'llrther that it should be noted that a State member bank is not required
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Wider the Federal Reserve Act, as amended, to publish reports of its

affiliates, including holding company affiliates, unless publication of

the merber bank's own condition report is required by State law, and

that, if the State lam does not require the member bank in question to

Publish its omm condition report, it would not appear to be necessary

for it to publish a report of its holding company affiliate or for the

agent to furnish the information requested to the Board.

Approved.

Reply on September 28, 1933, approved by five members of the

Board, to letters dated August 23 and September 19 from La.. Peyton,

Federal Reserve Agent at hinneapolis; the reply reading as follows:

"Receipt is acknowledged of your letter of September 19, 1933,
and of your letter of August 23, 1933, relative to the participa-
tion by subsidiary member banks of the same holding company affili-
ate mithin the same Federal reserve district in the nomination and
election of directors of a Federal reserve bank.

"Section 4 of the Federal Reserve Act contains the following
proviso:

* * * * Provided, That whenever any two or more member banks
within the same Federal reserve district are affiliated mith
the same holding company affiliate, participation by such mem-
ber banks in such nomination or election shall be confined to
one of such banks, which may be designated for the purpose by
such holding company affiliate.'

"In view of this provision of the law, you request to be advised
'whether a holding company affiliate having one or more subsidiary
member banks in each of the three groups into which member banks
of each Federal reserve district are divided for electoral purposes,
maY designate one such bank in each group which may participate in
the nomination and election of the director of Class A and of the
director of Class B chosen by the group of which it is a member, or
Whether it may designate only one such bank in the Federal reserve
district which may participate in the nomination and election of
the director of Class A and the director of Class B chosen by the
Croup of which it is a member. In other mords, the question is
Presented whether, in a case in which one or more member banks in
each group are subsidiaries of a holding company affiliate, such
member banks may lawfully have three of their number participate
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in the nomination and election of Class A and Class L directors,
one bank in each group participating in the nomination and elec-
tion of the Class Aand the Class B director chosen by such group;
or whether in such case only one such bank may participate in the
nomination and election of directors, such bank, of course, par-
ticipating only in the nomination and election of the Class A di-
rector and the Glass E director chosen by the group of which it is
a member.

"Since only one director of Class A and one director of Class B
may be elected by the meMber banks of any one group and the terms
of office of no two Class A directors and no two Class E directors
expire in the same year, it is the Board's opinion that the nomina-
tion and election of each Class A director and of each Class B di-
rector are separate and distinct from the nomination and electionof each other Class A or Class B director. Accordingly, it is the
Board's view that an organization which is a holding company affili-
ate of one or more subsidiary member banks in each group may desig-
nate one of such banks in each group to participate in the nomina-
tion and election of each Class A director and each Class E director
Chosen by the group of which such bank is a member and that such
member bank so designated may validly participate in such nomination
and election."

Approved.

Reply on September 29, 1933, approved by five members of the

hoard, to a letter dated September 8 from Mr. McClure, Federal Reserve

ant at Kansas City; the reply reading as follows:

:Reference is made to your letter of September 8, 1933, in
which you state that subsequent to June 16, 1933, a number of mem-
ber banks continued to issue time certificates of deposit and other
time deposit contracts on the same terms and conditions as there-
tofore, without making any stipulation in such contracts that the
rate of interest stated therein would be subject to adjustment to
conform to such regulations as night be issued by the Federal Re-
serve Board. You state that these agreements for the payment of
Interest were entered into in good faith, and you present the ques-
tion whether member banks which issued such time certificates of
deposit or other time deposit contracts subsequent to June 16, 1933,
Providing for payment of interest at a rate in excess of the maximum
Prescribed in the Board's Regulation Q for a period extending beyond
October 31, 1933, may pay interest accruing after that date at therate prescribed in such certificates or contracts.

"Member baliks which issued certificates of deposit or other time
dePosit contracts subsequent to June 16, 1933, did so presumably
with knowledge of the provisions of the Banking Act of 1933 requiring
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"the Federal Reserve Board to limit by regulation the rate of in-

terest which may be paid by member barks on time deposits. Such

certificates and contracts therefore must be considered to have

been made in contemplation of this requirement of the law and with

notice that the rate of interest provided therein mould be subject

to change to conform to the rate to be prescribed by the Board.

Accordingly, it is the opinion of the Board that member banks may
not pay interest accruing after October 31, 1933, at a rate in

excess of that prescribed in Regulation q, in accordance with cer-
tificates or contracts which were entered into after June 16, 1933

although such certificates or contracts provide for the paynent of

interest at a rate in excess of that prescribed in the regulation."

Approved.

At this point 1:r. O'Connor left the meeting.

Dr. Martin stated that he desired to report, for the information

the Committee, that the National Recovery AdninistrsAtion, through

11r. Cary H. Weiniger, Jr., assistant to Yr. A. D. Whiteside, Deputy Ad-

Ininistrator, had infernally submitted a revised draft of the bankers'

Code approved by the connittee of the American Bankers Association dur-

iTrrU the convention in Chicago, September 4-7, 1933, with the view of

"eerteiring whether the Board's staff had any comments or suggestions

to- make in connection with any of the specific provisions contained

therein. He said that Mr. Wyatt also had been requested by Mr. Acheson,

Under Secretary of the Treasury, to review the proposed code and let him

441") his views with respect thereto. La.. Wyatt stated that he felt that

"Ille of the provisions of the code were ambiguous and certain changes

17°111d doubtless be advisable, but that he thought Governor Black should

be eo-
D.Qulted and, while prompt action was desired by the National Recovery

44111iListration, it Was his view, with which 14r. Acheson had indicated

ttl'eement, that sufficient time should be taken for careful consideration
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ef the matter. La... Llartin said that 1..r. Smead also had considered the

draft of the code submitted by Mr. ;ieisiger and had in mind some sug-

gestions mhich he thought would improve the draft in its present form.

It was the consensus of the members of the

Committee that, since it was understood the proposed

code was being prepared for consideration by the

President and would ultimately be released over his
signature, the Federal Reserve Board should cooperate
to the fullest extent in assisting informally by per-
mitting its staff to make suggestions after oppor-
tunity for adequate consideration of the draft of
the code submitted, and that Mr. Myatt should take
a copy of the code with him when he leaves tonight
for the purpose of conferring on other matters with
Governor Black at Highlands, North Carolina, so that
the proposed code might also be discussed with him.

Mr. James called attention to the fact that, in accordance with

the regular order of rotation, Yr. Hamlin, Mr. Miller, and himself, re-

Pectively, had served, in the order stated, as a member of the Executive

Coramittee, and as chairman thereof in the absence of the Governor, dur-

i11€3 the first three quarters of the current year and that, since the

third quarter ended today, it would be necessary to designate some other

4"221ber of the Board to serve as a member of the 4xecutive Committee,

44(1 as chairman thereof in the absence of the Governor, for the quarter

December 31, 1933. He, therefore, suggested that the Lxecutive

-ee designate Mr. Szymczak to serve in those capacities during the

IleXt quarter. Mr. Bethoa pointed out that the by-laws provide that

aPPointive member of the Committee shall be nominated and elected

4t a regular meeting of the Board" and that, in the circumstances, per-

haP8 the Executive Committee would wish to defer the appointment of a

311'311113°r to serve during the last quarter of the year until the next meeting
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of the Board. However, Er. Miller stated that such action could be

taken at this time by obtaining the approval of the Secretary of the

Treasury 
and the Comptroller of the Currency which in this instance

would

Board

meet the requirement of the by-laws that "Five members of the

shall constitute a quorum for the transaction of business".

The Executive Committee thereupon designated
Szymczak as a member of the Executive Committee

and as chairman thereof in the absence of the
Governor, for the quarter ending December 31, 1933,
with the understanding that such action would not
become effective until concurred in by the Secretary
of the Treasury and the Comptroller of the Currency
as members ex officio of the Federal Reserve Board.

Reports of Standing Committee dated September 29 and 30, 1933,

recomtlending approval of the following changes in stock at Federal re-

aerve banks:

lications for ORIGINAL Stock: Shares 

CtioThe 
liatiOEiti5

-Tiimk of Sanford, SfInford, N. C. 36 36

co.bnIfeieCtit
°8.
National Bank, Bedford, Ind. 66 66

lioations for ADDITIONAL Stock:

4.11'st 4tional Bank, Fries, Va-
(Increase in capital)

.tstri t

vThmercial National Bank, Kansas City,
(Increase in capital, preferred)

&Plioations for SURRENDER of Stock: 

°Illea Rational Bank, Louisa, KY'
(Decrease in surplus) 9

Qt'r
ret National Bank, Tampa, Fla.

Decrease in surplus, partly offset by
an increase in capital) 60

Kans.

Total 102

6 6

270 
Total

270
276

9
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lications for SURRENDER of Stock: (Continued)
District No* 6  çcontixiiiã3.
IleaniitonNtral Berle, Johnson City,

(Decrease in surplus)

Thereupon the meeting adjourned*
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