g o

L

~7(O

A meeting of the Executive Committee of the Federal Reserve
Board wmg held in Washington on Thursdey, October 5, 1933, at 11130 aem.
PRESENT: lre Szymczek, Presiding
Ir. Hamlin
¥r. Miller
Mr. Morrill, Secretery
Mr. Carpenter, Assistant Secretary
Mr. Bethea, Assistent Secretary
The Committee considered and acted upon the following matters:
Telegrams dated October 4, 1933, from lre Curtiss, Cheirmen of
the Federal Reserve Bank of Boston, Mr. Austin, Cheirmen of the Federel
Reserve Bank of Philadelphie, end Mr. Wood, Chairman of the Federal Re-
**Tve Bank of St. Louis, all advising that, at meetings of the boards
* directors on that date, no changes were made in the banks' existing
*Chedu g of rates of discount and purchese.
Without objection, noted with approval.
Reply on September 30, 1933, epproved by five members of the
Soard, g o letter dated September 27 from Ir. W11iany;, Chal roan of
® Feders) Reserve Bank of Clevelend, stating that the executive com-
Mttee of the bank, at its meeting on September 22, appointed liar. Ae. Ge
FQ“‘”: formerly Assistent Auditor, as Assistent Cashier of the benk to
D&Ve direct charge of the Reconstruction Finance Corporation Custodies
:Partment, and that, subject to the epprovel of the Federal Reserve
oarg, ¥r. Foster's salary was fixed at the rate of §6,000 per annum,
fectiVG October 1, 1933. The reply stated that the Board approves the

89.1&1- .
Y fixed for Mr. Fostere.

Approved.
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Letter dated October 4, 1933, to lir. Stevens, Federal Reserve
Agent at Chicago, approved by four members of the Board, replying to
Y8sistent Federal Reserve Agent Young's letters of September 28 and 30
adviSing of the temporery appointment of Messrs. Arthur S. Knudson end
A E, Kimlin as examiners in the Federal reserve agent's department of
the Federal Reserve Bank of Chicago, with salaries at the rates of
#4,000 and $3,600 per annum, respectively, effective as of the dates
Stated in the individual letters. The reply steted thet it is essumed
that the temporary appointment of Messrs. Knudson and Kimlin as exeminers
1n the Federal reserve agent's department was covered by the authority
"equesteq in the agent's telegram of September 21, epprovel of which was
Slven ju the Board's wire of that date, and that, with that understend-
lz, the Board approves the temporery appointment of Messrs. Knudson and
inlin 88 examiners in the Federal reserve agent's department of the
e With salaries at the rates stated.

Approved.

Telegraphic reply on October 3, 1933, approved by four members
°f the Board, to a letter dated September 29 from lir. Wood, Federal Re-
Serye 4gent at St. Louis, requesting approval of the appointment of Iir.

S Grindon es an examiner in the Federal reserve agent's department

° the Federal Reserve Bank of St. Louis, with salary at the rate of

$
3,600 Per amum. The reply stated that the Board spproves the appoint-

ment Feferred to with salary at the rate stated, on the condition thet

* Gringon will promptly liquidate his indebtedness in the amount of

1’200 to the Mississippi Valley Trust Co., St. Louis, Missouri, a
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Tember institution.
Approved.

Reply on September 30, 1933, approved by five members of the
Boarg, to a letter dated September 22 from lir. Peyton, Federal Reserve
Agent at Minneapolis, stating that he has employed, as of the dates
Stated in +the letter, Messrs. L. Hs Bakken and H. R« Horn as assistent
examiners, and Mr. I. Je Iverson as utility clerk, with salaries at the
Tates of 2,400, $3,000 and $900 per ennum respectively. The reply
Stateq that the Board approves the eppointment of Messrs. Bakken and
forn 8s assistant examiners in the Federal reserve agent's department
°f the bank, with salaries at the rates stated, both effective as of
September 1g, 1933, but that, as the agent was advised in the Board's
letters of July 8 end September 18, 1933, the Federal Reserve Act pro-
des that appointments of examiners are subject to the approval of the
Board’ and proposed appointments to these positions should be submitted
to the Board for consideration before becoming effective. The reply
Btated also, in commection vith the appointment of lir. Iverson as utility
clerk in the agent's department, that this position comes within the pro-
Hetong of the personnel classification plan of the bank and, therefore,
%8 not, require the specific epprovel of the Board.

Approved.

Telegraphic reply on October 4, 1933, approved by four members
n the Board, to a letter dated September 30 from Mr. McClure, Federal
®Serve Agent at Kansas City, requesting, for the reasons stated in the

etter’ that the Board eapprove an increase from $2,700 to $3,000 per
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; 8Mum in the salary of Mr. L. Fo Mills, an examiner in the Federal re=-
88rve apgent's department of the Federal Reserve Bank of Kansas City, ef-
3 fective October 1, 1933. The reply steted that the Board epproves the
lncrease in Mir. Mills' selary as requested.
Approved.
Reply to & letter dated September 23, 1933, from lir. Peyton,
Federay Reserve Agent at Minneapolis, transmitting stetements submitted
by officers and employees of the Federal Reserve Benk of Minnespolis
i regerd to outside business affilietions. The reply noted from the
Statement submitted by Mr. G. Brudvik, field representative, that he

M ten shares of stock in the Renville County Bank of Mohall, North

= -=_"’3_-—.-——_m-__«_»~‘a-\—-—4m R

Dekota, ang is an inactive vice president and director of that institu-
“on, end stated that it appears that this effiliation is within the

% %°0pe of the Board's letter of April 29, 1933; that it is felt that lirs
Br“dvik should terminate his official connection with the institution
Prcmptly and dispose of the stock of the benk held by him as soon as it
is POssible to do so without resulting in undue hardship on his behalf;
"4 that it will be appreciated if the agent will advise the Board of
the &ction taken by Mr. Brudvik in this commection. The reply noted
®lso that certain other employees of the bank receive remuneration for
aerV1°68 rendered outside the bank, and stated that it is assumed that
the &gent hes satisfied himself that such services do not interfere in
’h “hy'wRy with the efficiency of the employees concerned, and do not in=
Tolve any finencial or other relations that might be emberrassing to

the
® Federal reserve bank, but that it will be eppreciated if the agent
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; will confirm this assumption.
Approved. : }

Reply to a letter dated September 27, 1933, from Mr. Newton,
Federal Reserve Agent at Sen Francisco, written in response to the
! Board's 1etter of August 29 with regard to outside business affiliations
o officers end employees of the Federal Reserve Bank of San Francisco.
The Teply noted that, with the exception of the Federal reserve agent,
Tone of +the officers or employees in the agent's department of the bank

is Connected in eny way with outside businoss interests, and stated that

Sarefy) consideration has been given by the Board to the informetion con-

B
5) &ined in the agent's letter with regard to his service as a director of
4

! t
( R Union 0il Company of California; that the Board feels, however, that

| the affiliation is clearly within the scope of its letter of April 29;
i " thet the agent should give careful consideration to the advisability
i termina‘bing the connection as soon as possible, advising the Board of
the decision reached by him in the matter. The reply stated also that,
- Stated in its letter of August 29, 1933, the Board's letter of April
¢ Tequested that the Board be advised with regard to outside business
connections of all officers and employees occupying responsible positions
1 the Various departments of the bank; that the agent's letter makes no

g
nii°n with regard to the business affiliations of officers and employees

n
departments of the bank other than the Federal reserve agent's depart-
CS Tt :

3 and that it is assumed that this information will be submitted as

8
oon g5 available.

Approved.

or FRASER
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Letters dated September 30, 1933, to the boards of directors
of "he Southington Benk and Trust Company", Southington, Connecticut,
84 the "Commercial State Bank", Afton, Iowa, approved by five members
of the Board, stating that, subject to the conditions prescribed in
the individual letters, the Board spproves the banks' epplications for
mem-bership in the Federal Reserve System and for the number of shares
°f stock of the Federal Reserve Banks of Boston and Chicago, respective-
Ly, to which each of the benks will be entitled upon the basis of its
&Pital ang surplus as of the date upon which its membership becomes ef=-
fective,

2‘ Approved.

Letter dated October 2, 1933, to the board of directors of the
“Citizens Bank", Mershall, North Carolina, approved by four members of
s Boﬁrd: stating that, subject to the conditions prescribed in the
letter, the Board approves the bank's application for membership in the

Sdera) Reserve System and for the number of shares of stock of the Fed-
a Reserve Bank of Richmond to which the bank will be entitled upon
i basis of its cepital and surplus as of the date upon which its mem-
berahip becomes effective.

Approved.

Letter deted October 4, 1933, to the board of directors of "The
“Stery Security Bank", Sendusky, Ohio, approved by four members of the
é& Soarg, stating that, subject to the conditions prescribed in the letter,
i Boarg approves the bank's application for membership in the Federal

95
Srve System and for the number of shares of stock of the Federal
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Reserye Bank of Cleveland to which the bank will be entitled upon the
bagig of its capital and surplus as of the date upon which its member-
Ship becomes effective.

Approved.

Letter to the board of directors of "The Bank of Forest", Forest,
Mississippi, stating that, subject to the conditions prescribed in the
letter, the Board approves the bank's application for membership in the
Federa) Reserve System and for the number of shares of stock of the Fed-
°Fal Reserve Bank of Atlanta to which the bank will be entitled upon the
basis of its capital and surplus as of the date upon which its membership
becomes oreentive.

Approved.

Letter dated September 30, 1933, to Mr. Stevens, Federal Reserve
Agent at Chicago, approved by four members of the Board, stating that
the Boarg has reviewed the informetion submitted with the application
°f the West McHenry State Bank, West lcHenry, Illinois, for membership
= the Federal Reserve System; that, in the circumstances set forth in
the 19tter, the Board feels that it would not be justified in approving
the 8Pplication of the bank at present, and, in accordance with the

e°°mmendation contained in Assistant Federal Reserve Agent Young's let-
Yor op September 6, 1933, requests that the agent communicate with the
bua &nd suggest the withdrawal of its application from further considera-
Hon 8t this time; and that, in such event, although the application it-
oke &nd the accompanying papers will remain a part of the Board's files,

g
adverse action thereon will be taken. The letter also stated that if,
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%% & later date, the agent feels that the Board would be justified in
onsidering the matter again, the Board will be glad to do so upon his
TeComnendation accompanied by a new application and a current report of
SXamination,
Approved.

Telogram dated September 30, 1933, to lir. Wood, Federal Reserve
Agent ot St. Louis, approved by four members of the Board, referring to
the &pplication made on behalf of the Manui‘actux"ers Bank and Trust Com-
Pany, s, Louis, lMissouri, for membership in the Federal Reserve System,
g st&‘hing that it has been found that a question of policy'of general
applicﬁltion to numerous banks which may hereafter apply for membership
in the Federal Reserve System is involved in this case; that careful con-
81de!‘!i’cion is being given to the position the Board should take on such
questiOn of poliey; that any action on the application on behalf of the
laa’nuf%'l?l.u‘ers Bank and Trust Company has, accordingly, been deferred by
i Board; and that the agent will be advised as soon as the question of
S8nere) Policy is determined and action is teken on the application.

Approved.

Reply on October 2, 1933, approved by four members of the Board,
° 8 letter dated September 18 from Mr. Hoxton, Federal Reserve Agent at
Richm(md’ transmitting the request of the Planters Bank and Trust Company
* Parmville, Virginia, which becans & member of the Federal Reserve
Wsten on April 21, 1933, for an extension of time of six months from
Stober 21, 1933, within which to comply with the Board's condition of

T \
Tber Ship numbered seventeen which provides that "Such bank shall vithin
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"six months from the date of its admission to membership increase its
Wimpajired capital stock to at least {75,000." The reply noted that
*the condition could be met by declaring a stook dividend of §265,000 but
that the president of the bank prefers to increase the capital through
Sale of stock rather then through declaration of a stock dividend, and
Stateq that, in view of the existing satisfactory ratio of the bank's
%apital ang surplus to deposit liability, the agent's comments regard-
ing the inadvisability of attempting té sell additional stock at this
“ime, and his recommendation in the matter, the Board extends until
Apriy 21, 1934, the time within which the Planters Bank and Trust Com-
bazy may comply with the Board's prescribed condition numbered seventeen,
“ith the understanding, however, that until such time as the provisions
°f such condition have been fulfilled, the present surplus of $80,000
Shal) be decreased for no other purpose than for the payment of a stock
dividend in an amount sufficient to inecrease the capital stock of the
%2k £ §75,000.
Approved.

Letter dated October 2, 1933, to lir. Stevens, Federal Reserwve
Seent at Chicago, approved by four members of the Board, replying to
Mststant Federal Reserve Agent Young's letter of September 13 trans-
ndtting & letter from The Home Stete Bank, South Milwaukee, Wisconsin,
ateq September 9, 1933, requesting reconsideration of condition numbered
?ineteen under which it was admitted to membership, which provides that:
t
Ater admission to membership, such bank shall not engaege in the business

of
selling insurance either directly or indirectly through its officers
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Yor Otherwise, sven though it may be authorized to do so under the laws
Wder which it is organized". The reply stated that this condition was
prescribed on the basis of the statement contained in the report of ex-
Mnation made by the examiner for the Federsl reserve bank as of lay
%, 1933, o the effect that, while the bank did not conduct an insursnce
Agency, such an agency was conducted by Cashier Logan, the proceeds of
"hich Were reflected in the earnings of the bank; that it now appears,
h°Wever, thet the earnings of the agency, as such, are not reflected in
ol Sarnings of the bank, but that regular payments of $75 per month

A% been made to the bank for rental and for clerical services rendered;
that, Whether the insurance agency is being run as an individual enter-
Prise for the benefit of the cashier as an individual, as is claimed,
" the Payments to the bank are actually bone fide payments for rent and
°1eri°a1 Services rendered, or whether the insurance agency is being run
°F the benefit of the bank, is a matter of fact to be determined; and

8% one of the factors to be taken into consideration is whether, in the
*vent of Tesignation, the present cashier would retain the business, or
Whether he would be expected to turn the agency over to another repre-
aentative of the bank. The reply stated also that the agent is requested
i ke such further investigation of the matter as will enable him to
Sl the Board a firm recommendation as to whether or not the arranzement
n S fect at The Home State Bank comes within the prohibitions prescribed
for that Do

Approved.

Telegraphic reply on October 3, 1933, approved by four members
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°f the Board, to a telegrem deted September 29 from lir. McClure, Fed-
eral Reserve Agent at Kansas City, recommending approval of a request
| o the Sylvean State Bank, Sylven Grovg, Kansas, for a further extension
°f time from October 1 to November 15, 1933, in which to comply with
the Conditions of membership imposed by the Board in its letter of July
17 8dvising of approval of the bank's application for membership in the
§ Federal Reserve System, the basis for the request being the same as for
1 b Original request for an extension of time, that the laws of Kansas
; % 00t permit a State bank %o participate in the Federal Deposit Insur-
% ance Corporation. The reply stated that the Board grants the extension
&% Tequesteq,
f
Approved.
Reply on September 30, 1933, approved by five members of the
Board: to a letter dated September 25 from Mr. Peyton, Federal Reserve
Agent at Minneapolis, inclosing a copy of a letter dated September 22,
: logs, from lire Wo He Rahn, President of the Farmers State Bank, Winner,
! south Dakota, requesting reconsideration of the provision in condition
Tibereq eighteen requiring a reduction of $5,000 in the carrying value
! ° the banking house prior to admission of the bank to membership in the
i system_ The reply stated that such requirement was prescribed in ac-
°0rdance with the definite recommendation of the reserve bank committees;
\ Wk, widls the. bank will have an investment of $21,800 in banking
“} houae, furniture and fixtures, and other real estate, after giving ef-

fe
°% to the prescribed adjustments in comnection with the outstanding

mop L
tgages and the recent reduction of $1,000 in other real estate, as
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ompared with capital of §25,000 and surplus of $5,000, it is noted
that the examiner does not classify any part of the carrying values of
Such assets as doubtful or loss, and that the original recommendation
for the reduction of 35,000 in the carrying value of the banking house
Was based upon the excessive investment in fixed assets, rather than
UPon the value of the property. The reply stated also that, in view of
the otherwise satisfactory condition of the bank, the recent substantial
°°ntributions by the president, and the agent's recommendation, the
Board hag amended conditions numbered sixteen and eighteen to eliminate
the Tequirement of an immediate charge-off of $5,000 on the banking
houss, Substituting therefor the requirement that the charge-off shall
0t be less then $1,000 a year until the carrying value has been re-
Quceq g5, 000.

Approved.

Reply on October 2, 1933, approved by four members of the Board,
to o letter dated September 2 from Mr. Case, Federal Reserve Agent at
New York, relative to the procedure in connection with applications for
nlambership in the Federal Reserve System. The reply stated that the
Board agrees with the agent that it is desirable to avoid as far as pos-
*1ble holding epplications in abeyance for considerable periods of time
Pending discussions regarding possible revisions of plans of reorganize-
ton OF possible corrections of unsatisfactory conditions by other means;
"l that it i5 noted that the agent believes that there would be less
Foom, for misunderstanding and possible controversy if, as far as possible,

Q .
1 &Pplications for membership vhich are received by him be either (1)
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pr°mPt1y forwarded to the Board, whether his recommendation is favorable
°F wnfavorable, or, (2) definitely and promptly vithdrawn by the apply-
ing bany if it desires to do so because discussions with the officers
of the Federal reserve bank have indicated to the officers and directors
°f the 8pplying benk that the application will probably not be grented.
The reply stated also thet, of the two alternatives which the agent sug~
8ests, it seems more desirable that the applying bank withdraw its ap-
Plication if the agent's investigation indicates that the condition of
the bank ig such that the Federal reserve bank committee would not feel
Justifieq in recommending that the application be granted, and that, of
;s °Ourse, if in any case the epplying bank requests that its application
‘ be Submitted to the Board, the Board will be glad to consider the appli-
*8%ion ypon receipt of full information as to all of the facts in the
“ase &nd the recommendetion of the Federal reserve agent, together with
| that °f the committee of his bank, as to the action which should be taken.
j Approved.
} ; Reply on September 30, 1933, approved by five members of the

; %ard, +to & letter dated July 21 from Mr. Wood, Federal Reserve Agent
" s, Louis, making inquiry regarding the mamner in which real estate
gl o Where such loans would not conform to section 24 of the Federal
Ve Act were the loaning benk a national banking association, should
i : h&ndled in the case of banks applying for membership in the System,
b 4 also whether the Board feels that holdings of "other real estate"
Houlg be eliminated before an applicant bank is admitted to membership.

r
®Ply stated that the question raised in the agent's letter with

gt FRASER
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Tespect to "other real estate" was discussed at the recent conference of
Federal reserve agents and the results of the discussion as to the gen-
eral Policy in connection with applications for membership were incor-
Porated in the Board's letter of September 11, 1933 (X-7581). The reply
Stateq also that, while it would be desirable to have real estate loans
in State banks admitted to membership in the System conform to section
" '0F the Pederal Reserve Act, which is applicable to national banks
40d whi ch provides that loans made by a national bank on real estate se-
*Urity shall not gxceed 50% of the actual value of the real estate of-
fereq o5 security, the Board does not feel that loans made by State banks
Tich o not so conform should be classed as unacceptable merely because
°f that fact if such loans are otherwise good and collectible and are
"% held in violation of the laws of the State in which the bank is lo-
Cateq,
Approved.

Reply to a letter dated August 8, 1933, from Mr. W. O. Osburn,
Cashier of the State Exchange Bank, Culver, Indiana, with further regard
w membership of that institution in the Federal Reserve System and the
"otention op the branch now operated by it at Argos, Indiana. The reply
foteq that the brench in question was established and operated prior to
ebruary 25, 1927, but that it was not operated under a charter from
the State until 1931, when the legislature of Indiana expressly author-
1204 tng establishment of branch banks within the State; that mno security
o kept gt the branch at Argos; that no loans are made by it; and that

e
®xtent of its business is to receive deposits and make change. The

aL FRASER
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letter stated that the Board understands that under Indiane Acts of
1921, which were in force on February 25, 1927, State banks in Indiana
"re prohibited from having branches except in cases where charters
for Such brenches had been granted before 1921, and that, accordingly,
the branch operated at Argos by the State Exchange Bank prior to Febru-
&Y 26, 1927, was not operated "in conformity with State law" unless
% Was chartered before 1921, end it is understood from Mre Osburn's
letter that such branch was not chartered until 1931. The reply further
Stated that the Board is of the opinion that the office at Argos must
b :
® considered a "branch" within the meaning of section 9 of the Federal
R
°88rve Aot and that, in the circumstances, the State Exchange Bank
W
ould be eligible for membership in the Federal Reserve System while
g s
tainlng the branch office now operated by it at Argos only if it
sh,
oulq comply with the terms and conditions applicable to the establish-
g,
Rt op out of town branches by national banks, which terms end condi=-
t
N8 were get forth in the Board's letter of July 31, 1933, which was
ad
Iresseq to Honorable George R. Durgen, and which the Board understends
hy
S been referred to Mr. Gsburn.
Approved, together with a letter to Honorable
George R. Durgen, Lafayette, Indiana, replying to
his letters of August 15 and September 15, 1933, end
stating that after careful consideration of the
question of the eligibility of the State Exchenge
Bank for membership, it is the view of the Board
that the bank mey tecome a member of the Federal
Reserve System while retaining its branch office at
Arpos only if it complies with the requirements
applicable to the esteblishment of branches by
national banks.

Reply on September 30, 1933, approved by five members of the

&L FRASER
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Poard, to 8 letter dated September 19 from Mr. Hoxton, Federal Reserve
Agent o Richmond, edvising that The Flat Top National Bank, Eluefield,
Vst Virginie, has been continuously deficient in its required reserves
for 8ix months. The reply stated that it is noled that, in the agent's
°Pinién, the bank's continuous reserve deficiencies have been due to
its inability to meintain its reserves rather than to any wilful dis-
Tegard of the requirements of the lew, and that representatives of the
Federa1 reserve bank are endeevoring to assist in the rehebilitation of
the institution; that, in view Qf these circumstences, end in accordance
With the agent's recommendation, the Board will teke no action in the
Tetter of the bank's continuous reserve deficiencies at this time, other
then forwerd copies of the egent's letter to the Comptroller of the
Cu‘“'enc.‘,' for the informetion of his office, but that, it will be appreci=-
tted ip the agent wili advise the Board, within a reasoneble time, es
ko Whether the bank has restored and is meintaining its required reserves.
. Approved.
Letter dated October 3, 1933, to lMre 0! Connor, Comptroller of
s Currency, epproved by three members of the Board, replying to his
meﬂOr&ndum of September 29 recommending approval of e reduction in
®8pita) of The First National Bank of Ritzville, Ritzville, thhington,.
Fon 100, 000 to $50,000, in eccordance with a plen of reorgenization
1ok provides for the sale of the eliminated assets for §74,151.74 to
the Inveshment end Securities Company; the released capitel in the
UL o2 850,000, together with undivided profits of §7,936.12, end

£
Han 4y the amount of £74,131.74 mede aveileble by the sale of unaccept-

RASER
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eble assets to the Investment and Securities Company, to be used té
®liminate unacceptable assets and deprecietion of §132,067.86. The
TePly steted that the Board approves the proposed reduction under the
Plan submitted, subject to the conditions set forth in the reply.
Approved.
Letter dated October 4, 1933, to Mr. O'Connor, Comptroller of
% the Currency, approved by three members of the Board, replying to his
| Temorandum of September 9 recommending approval-of e reduction in the
°8pitel of The Commerciel National Bank, Kensas City, Kenses, from
$750, 000 to $300,000 in accordence with a plen of rehabilitetion which
ég Provides for a reduction in the par velue of the present common capital
from $100 to $40 a share; and the sale of $350,000 cless A preferred
Stock to the Reconstruction Finance Corporation and $100,000 cless B
Preferreq stock locally, at a par value of $100 e share; the released
eapital in the amount of $450,000, together with funds in the amount of
%100,000 from the bank's surplus account and approximately $39,300 from
Mdivigeq profits, to be applied toward the elimination of unaccepteble
*8aety aggregating approximately $589,300. The reply steted that the

Oarg approves the proposed reduction under the plan submitted, subject

% the conditions set forth in the reply. The reply stated also that,
&lth°u8h the introduction of the new capital funds will make possible
§ the ®limination of & material amount of criticized essets, and is there-

r - »
Te g desirable step, the Board feels that the plan submitted is in-

&dequ&te, and thet, if the institution is to prosper, further substentieal

e i . k3
1lmin&tions and corrections will be necessary; that there will remain

gL FRASER
ted org/




o T e e

292

10/5/33 =18=

in the assets of the bank after the proposed adjustments are effected
& large amount of past due paper and other slow and doubtful assets, in-
Cluding an excessive proportion of loans predicated on real estate, 2
he&Vy investment in banking premises and other objectionable features;
%d that it is essumed that the Comptroller's office is fully aware of
the bank's condition end that its need for further strengthening is re-
°eiving consideration.
Approved.

Letter to Mr. O'Connor, Comptroller of the Currency, replying
5 hig memorendum of September 6, 1933, recommending approval of a re~
ductiOH in capital Qf the Citizgns-?armers National Bank, Chickashe,
0klah°m&s from $200,000 to $150,000, under e plan which provides also
for o contribution of %50,000 from the present shareholders; the released
%8pite] in the amount of $50,006, together with the contribution of
$50’000 received from the shareholders and approximately $8,100 of the
Present surplus and undivided profits, to be used to eliminate substendard
“Ssety 8ggregating approximately $108,100, such eliminated essets to re-
Tain the Property of the bank. The reply stated that the Board approves

? Proposed reduction under the plan submitted, subject to the conditions
"% forty in the reply.
Approved.

Letter dated September 30, 1933, to the "American Netional Bank
5 Indi&h&polis", Indianapolis, Indiena, approved by three members of
T Boarg, steting that the Board epproves the application filed in the

baggs
i behalf for permission to act, when not in contravention of Stete
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Or local law, as trustee, executor, administrator, registrar of stocks
81d bonds, guardian of estates, assignee, receiver, committee of estates
°f lunatics, or in eny other fiduciary cepacity in which State benks,
trugst compenies or other corporations which come into competition with
B8tional banks are permitted to act under the laws of the State of
Indiana, the exercise of all such rights being subject to the provisions
of the Federal Reserve Act and the regulations of the Federal Reserve

Boarq, The reply steted also that it appears that the trust department

of the Fletcher Americen Hetional Bank of Indianapolis is carrying sev-
°Tel trusts which are unprofiteble end that the applicant bank contem-
4 Plates acquiring some of the more desirable business of that department,
ﬂ d thet the Boerd feels that if the bank is tendered any of the trusts
ow helq by the Fletcher imericen National Bank of Indienapolis, it
Shou1q carefully»scrutinize the condition of these trusts, which, through
thegy assumption, may prove unprofitable or be detrimentel to the inter-
®8ts or the applicant institution. The reply steted further that it is
% “0ted that the trust committee of the Fletcher Americen National Benk of
Indianapolis consisted of three members, two of whom were trust officers,
"4 that such committee was not required to report to the board of di-
Tectorg er to any committee appointed by it; and that the Board feels
% that 1t would be desirable to appoint a trust committee from the board
i directors, the majority of whose members are not connected in eny of-
z Heiay cepacity with the trust department end that such committee should

b
n ® Tequired to meke a periodic report to the board of directors or to a

Copms
Mittee appointed by it
Approved.
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Letter dated September 30, 1933, to "The First National Bank of
Bakern, Baker, Oregon, approved by five members of the Board, steting
that the Board epproves the bank's application for permission to act,
When not in contrevention of State or local law, as trustee, executor,
administrator, registrar of stocks and bonds, guardian of estates, as-
Signes, receiver, committee of estates of lunatics, or in any other

fid“°i&ry capacity in which State banks, trust compenies or other cor-

Porationg which come into competition with national banks are permitted

! %o act under the laws of the Stete of Oregon, the exercise of all such
| Tights being subject to the provisions of the Federal Reserve Act and
the regulations of the Federal Reserve Board.
Approved.

Reply on October 3, 1933, approved by four members of the Board,
; to o letter dated September 21 from Mre Thomas C. Lynch, President of
the "C&rthage National Exchange Bank", Carthage, New York, requesting
| Sdvice as ‘to whether it would be possible for the Board to grant permis-
Slon to the Carthage National Exchenge Bank to act as trustee and exe~
®wor pursuant to the provisions of a will naming the national bank in
Such Cepacities, under the penmission grgnted to the national bank by
the Board in its letter of March 1, 1932, authorizing it to act as trustee
*og eXecutor and in certain other fiduciary cepacities "only in the
j\ "POCifio trusts in which the Carthage National Bank and the National Ex-
eh&nge Bank and Trust Compeany of Carthage had been appointed and were

8
eting on December 30, 1931." The reply stated that, in the circumstances
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8¢t forth in the reply, the Board does not feel thet it would be justi-

fied in granting further authority to the Carthage National Exchenge

Benk o act in a fiduciary capacity until a correction has been effected
in the unsetisfectory features of the condition of the bank which con-
Stituted the basis of the Board's deferment of the bank's application
for fu11 trust powers.

Approved.
f Reply on QOctober 2, 1933, approved by four members of the Board,
%o letters dated September 2, 6, and 18 from Mr. Peyton, Federal Re-

Serve Agent at Minneapolis, relative to the examination of the Federal

{3 Reserve Bank of lfinneapolis made by the Board's examiners as of larch

; 26, 1933. The reply noted the agent's comments and suggestion thet the
Podera) reserve bank and its branch be permitted to hold securities in
sarekeeping for the account of nommember banks which have applications

. Soe membership in the System on file with the agent's office or which

| 8%e in the process of merger with and under the charter of a member in-
atit“tion, until such time as the application for membership has been
“cted on adversely by the Board or plans for merging with a member in-
sti‘t"fci.on have been abandoned, and stated that, as a practical matter,

s the Board will interpose no objection to the retention of the securities
% present held for such nommember banks provided the securities so

j\ S W1 e bl dhaedlately 16 the banid's appisestion for namhsrs

Ship s
idp 18 not approved or if the plans for merger with and under the

¢
h&rter of a member institution are abandoned, but that the Board's ac=-

il should in no wise be construed as sanctioning the acceptance of
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Other securities for safekeeping by the Federal reserve bank from non-

Member institutions which have applications for membership on file

? With the agent's office, or which contemplate merger with o member benk.
The reply also noted that securities held in safekeeping for other non-
Member banks have been, or are in the process of being withdrawn, that

| W8 it Mationiel Parik & Truat Compaty of Helens, Montava, hus wiithe

Urawn g securities from the vaults of the Helena branch, and that the

Union Bank & Trust Company of Helena has made alterations in its vaults

%o Provide the necessary facilities, and that its securities will be

withdr&Wn from the Helena branch by the end of September; and stated

;5 that it will ve appreciated if the agent will advise the Board when the
i withdr&Wal of these securities and the securities of the nonmember banks
; *oferreq 4o has been accomplished.
Approved.
Telegram to the Federal reserve agents at all Federal reserve
banks stating that as Thursday, October 12, 1933, is a holiday in seven

R
Sdera] reserve bank cities, the Board's weekly press statements on the

CoOnAs L .
Mdition of Federal reserve banks and weekly reporting member benks in

Ce
Mtral reserve cities, as of October 11, will be issued Friday, October
13

Approved.

Telegram dated October 2, 1933, to lire Newton, Federal Reserve

Agent

8t Atlanta, epproved by four members of the Board, steting that

th
® Boarg approves the application of Harry G. Thompson, Special Agent

o
* %he State Banking Department of Louisiana, and John F. Finks,
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LiQUidator, for the cancelation of 4,995 shares of stock of the Fed-
°ral Reserve Bank of Atlanta outstanding in the neme of the Canel Benk
4 Trust Company, New Orleens, Louisiana.
Approved.
Reply on September 30, 1933, prepared in accordance with the
8¢tion teken by the Board atrits meeting on September 28 and approved

b four members of the Board, to a letter dated September 15 from lr.

whlshn Federal Reserve Agent at Dallas, inclosing a statement of the

1 Advis°ry Committee of the Federal Reserve Employees Savings and Investe-
ment 4ssociation, composed of Mr. Walsh, Governor lMcKinney end lir.
ég Stroug, Counsel for the Federal reserve bank, with respect to the pol-
lodes ang operations of such association. The reply stated that the
Board has given careful consideration to the comments contained in the
&gentvs letter and its inclosures, but does not see its way clear to
"®98de from the position teken in its letter to the agent of August 25,
i 1933’ that the association should confine its loan activities strictly
| *© the memhors of the bank's staff. The reply stated also that the mat-
| i Wes discussed informally with Mr. J« He Frost when he was in Wash-
ingt°n the early part of last week to attend the meeting of the Federal
Advi8°ry Council and it was pointed out to him that it might be well
= Cownsel for the Federal reserve bank to consider whether or not
) der the laws of Texas such an association may engage in the business
it Teceiving deposits and of making loans generally without authority

Hom the State supervisory authorities and without supervision and ex-

Qminati°n by them; that, since this question would involve the construction
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of State statutes, the Board would be glad to have the benefit of an
Opinjon of counsel for the Federal reserve bank in this commection; end
that the Board will offer no objection to the continued operation of
the association if its loans are hereafter made only to officers and
*Mployees of the Federal reserve bank and its branches, with the under=-
standing, of course, that its operations are legal in every respect.

Approved.

Letter to the Federal reserve agents at all Federal reserve banks
8tating that the Board has recently reviewed its procedure relating to
the granting of permission to member banks in.outlying districts of
Sentra) reserve and reserve cities to carry reduced reserves, as author-
12eq by section 19 of the Federal Reserve Act, and has decided not to
"equire (as provided in its letter X-3977 of Februery 26, 1924) that it
Shaly be a condition precedent to the filing of an application by a men-
Ber banlk for reduction in its reserve requirements that the applicant
Sha1 have been a member of the Federal Reserve System and in operation
%8 such for a period of at least one year prior to the date of such ap-

b ication; that, as a matter of general policy, the Board is disposed
5 Erant Permission to any member bank located in an outlying district

. eentral reserve or reserve city, as defined in Regulation D, to
Qarry Teduced reserves, pr0vided the character of its business is typical
* banys located in and serving primarily outlying communities in such
Qities; and that, in submitting the application of a member bank for per=-
ndssi°n to carry reduced reserves, however, a full statement should be

ur :
Wsheq of the facts upon which the board or executive committee of

RASER
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The Federa) reserve bank bases its recommendation, with particular
Teference +o the location of the bank and to the character of business
*onducteq by it and by other banks located in the same general neighbor-
hood. e letter stated also that, in the review of the situation as
°f the eng of each year, in accordance with the Board's letter X-4739
o December 4, 1926, it is requested that, in addition to such other

di
a%a ang comments as the agent may deem it desirable to submit, there

b :
® furnigheq the following information for each bank in lieu of that

s 3 g
Peeifieq in the letter referred to:

i : l. Net demand deposits*
2. Time deposits*
S 3. Bank deposits (items 2 and 3 of Schedule J, item 4
in Schedule K and item 2 in Schedule L, of call
report )*
4. Total deposits*
5. Vault cash*
6. Amount of debits to individual deposit accounts for
’ the four-week period ending on the last Wednesday
‘ in December for each bank that reports debit
i figures to the Federal reserve bank.
f 7. Thether there has been any change, since the previous
2 annuael review, in the general character of the
|

i

bank's business.
8+ Distance of the bank from what is generally regarded
as the downtown business and finencial district of
[ the citye.
* As of the last call date in the year.

% letter stated further that it is also requested that in the annuel
’eview Consideration be given to the question whether there has been
Tk g Change in the district in which any bank having permission to
&' °&rry Teduced reserves is located that it might no longer be regarded

ag
ol °Ut1ying district, and that appropriate comment thereon be in-

. Clug,
‘ ®d in the agent's letter to the Board.

Approved.
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Telegraphic reply on October 2, 1933, approved by four members

of the Board, to a telegram dated September 27 from lire. Case, Federal
Reserve Agent at New York, referring to the Board's letter of September
21, 1933 (X-7598=a), with regerd to the liability of banks on deferred
Certificates issued to depositors, and requesting permission to furnish
®%Ples of such letter in replying to inquiries involving similaer circum=
Stances, The reply stated that the Board has no objection to the agent
f°11°Wing this procedure, provided that in each such case the neme of
the State, the State officer and the bank involved in the Board's letter
be ®liminated from any copy which is made of such letter.

£§ Approved.

| Telegram dated COctober 2, 1933, to lir. O'Hara, lManager of the

Buteay, branch of the Federal Reserve Bank of New York, approved by

four members of the Board, requesting that he advise Mre We W. Schnecken=-

burger, Executive Vice President of the Marine Midland Group, Ince,

j Buffaloa New York, as follows: "Referring your letter September 28 re-

. questing extension of period within which each member bank which is sub-
Sidiary of Marine Midland Corporation may file reports of its affiliates
%% of June 30, 1933, Comptroller of Currency and Board extend time
"hin which each such national bank and each such State member benk,

i respec“Cively, may trensmit such reports until October 10, 1933".

Approved.

o

Reply on October 2, 1933, approved by four members of the Board,
t
° & letter gated July 11 from Mr. Paddock, Deputy Governor of the

Sdera) Reserve Bank of Boston, stating that a member bank proposes to
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sell to one of its customers, a liassachusetts cooperative bank, certain
Govermment bonds under a contract whereby the member bank would agree
%o repurchase the bonds at the price paid for them by its customer, and
that, under the terms of the agreement, the customer would receive, in
8ddition to & sum equal to the original purchase price, interest on such
TOneys at the rate of 1 1/2% per annum for the period during which the
CUstomer retained title to the bonds; and requesting advice as to whether
{ 41y such arrangement would come within the prohibition of section 19 of
| U8 Metiara] Raserve Aot, s mupnded by sestian 11(b) of ith Fanking At
| °f 1933, which forbids the payment of interest, directly or indirectly,
ﬁ R deposits payable on demand. The reply stated that the statement of
2 Tacts contained in lMre Paddock's letter is not sufficiently complete to
®hable the Board to advise definitely whether such a transaction would

Some within the prohibition of section 19 of the Federal Reserve Act, as

&mendeds that if the member bank should obligate itself to repurchase

tho bonds on demand, or within thirty days after notice from its customer,
or Within thirty days from the date of consummation of the original pur-
Chase’ it would appear that the transaction might amount to an indirect
Payment of interest on a deposit payable on demand or might be regarded

M n device to evade the prohibition against the payment of interest on

; dep°8its payable on demand and therefore unlawful; but that if such a

s

k transactioﬁ represented a bona fide borrowing by a member bank, it would
A) o ®pear to come within the prohibitions contained in section 19 of the
S8ral Reperve Act; and that the burden would be upon the member benk

® shoy 4 the satisfaction of the Board, to the examiners duly authorized
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to SXamine the bank, or to other duly constituted authorities, that the
8rangement was a bona fide transaction and not an attempt or device to
®vade the prohibitions of the Acte
Approved.
Reply on September 30, 1933, approved by five members of the
B°&rds to a letter dated September 22 from lMre. Gilbert He. Perkins, Vice
PTGSident of the Chemicgl Bank and Trust Company, New York, New York,
inquiring as to whether, under certain circumstences stated in Mr. Perkins'
lletter, a loan may be made upon the security of time certificates of de=-
Posit, in view of the provisions of section IV of the Board's Regulation
;& L The reply stated that it is assumed that the interest charged by the
bank on the loan in question will be at the same rate as that charged
°R other loans of the same general class at the time the loan is made;
that, With this understanding and on the basis of the peculiar facts of
*he cage gescrived by lir. Perkins, it is the view of the Board that a
loan made under the circumsteances described would not constitute a viola-
tlon of the provisions of the Board's regulation; but that the Board's
position in this case should not be considered a precedent with respect
° any other case in which the facts may not be in all respects substanti-

a)l
1y the same as those stated in lMr. Perkins' letter.

Approved.

Letter to lMre. Logan, Deputy Governor and General Counsel of the

| Sdergy Reserve Bank of New York, replying to a letter dated September 6,
1933’ from lMr. Herbert H. Kimball, Assistant Counsel for the bank, relat-
tg to the right of the Irving Trust Company of New York City to pay

.
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interest on demand deposits consisting of funds held by it as custodi-
an, Teceiver, and/br trustee in bankruptecy proceedings under appoint-
men"C-Of the United States District Court for the Southern District of
New York, and deposited with itself under a rule of the court; inclos-
lng o copy of an opinion of Mr. Alfred A. Cook, counsel for the Irving
Trust Company in which the view is expressed that interest may be paid
% such deposits which were mede prior to June 16, 1933, until the
Toneys shall have been duly expended or disbursed; and stating that it
1s Wnderstood that lr. Logen agrees with this conclusion. The reply
Stateq also that, under the rule of court quoted in the reply, it ap-
Poars t5 pe contemplated that the Irving Trust Company shall retain on
depésit moneys deposited with itself pursuant to such rule and pay in-
terest thereon until the moneys have been duly expended or distributed

Y the tryst company as custodian, receiver, or trustee in the admin-
istration or settlement of the estate in whose eccount the funds are
deposited; and that, after careful consideretion of the matter and, in
Tiew of the peculiar circumstances of the case, the Board's Counsel ad-
"ises that he sees no reason to differ from the conclusion expressed by
s Cook in his opinion, with which lUr. Logan concurs, that interest may
® Paig on deposits made by the Irving Trust Company with itself prior
% June 1, 1933, pursuant to the rule of the court, until such deposits

Ve been duly expended or distributed in the administration or settle-
ent o the estate in whose account the funds are deposited.

Approved.

Reply on September 30, 1933, approved by five members of the
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Boarg, o letters addressed under dates of September 7 and 26 to the
Comptrol1er of the Currency and the Board, respectively, by lr. C. E.
Terwilliger, President of The Wallkill National Bank, Wallkill, New
Ybrk, stating that on June 1, 1933, the bank gave its depositors notice
that interest at the rate of 3 1/2% would be paid on savings accounts
for the period commencing July 1, 1933, and ending December 31, 1933,
ang inquiring whether, in view of the provisions of the Board's Regula-
tion 9> the bank may pey interest on such accounts accruing after Octo-
ber 81, 1933, at the rate stated in the notice given to its depositors.
The Teply referred to the provision of the Board's Regulation Q as to
i Tate of interest which may be paid on savings deposits with respect
% which ¢ contract was entered into in good faith prior to June 16,
081 aind wtakad theh b would anbesr: Soi fhe Facte gabelbied that: thb
bazlc is legally entitled to terminate or modify its contract with de-
POMLt. ottt opbion and withont 1iability, sud thet 1t ds the view
° the Board that the bank may not lawfully pay interest on savings de-
Positg 8ccruing after October 31, 1933, at a rate in excess of the

DX gy Prescribed in Regulation Q, viz., 3% per annum compounded semi-

GLn'n"l&ll},' .
Approved.
Reply to a letter dated October 2, 1933, from Mre Charles E.
Terwil1iger, President of The Wallkill National Bank, Wallkill, New
Yor

5 Stating that his attornmey has advised that the bank has entered
0 o Contract with its depositors under which the bank is obligated

t
. Pay interest at the rate of 3 l/?% on speciel interest department
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&Ccounts for the period from July 1, 1933, to December 31, 1933. The
Teply steted thet Mr. Terwilliger presents no additional fects with re-
gard to the metter, however, and that the Board is unable to add eny-
thing to the stetement in its letter of September 30 on this subject,
that "on the basis of the informetion et hand * * * it is the view of
the Board that your bank may not lewfully pay interest on savings de-
Positg accruing after October 31, 1933, at a rate in excess of the
axmum prescribed in Reguletion Q, viz., 3 per cent per annum compounded
Semi-annually"”.
Approved.

Reports of Stending Committee dated October 2, 3, and 4, 1933,

e
g

I‘e"‘”“menclz'Lng approval of the following chenges in stock at Federal re=-

Serve benks

%Eliisgtions for ORIGINAL Stock: Sheres

lstrict I‘IOQ 1. :
pyo/OtON National Benk, Groveton, Ne H. 42

T8t National Bank of Reading, Reading, Mass. 72 114
gist" ict No. 4. '

T8t National Bank et Canonsburg, Pa. 150

% Viert Netionsl Bank, Ven Wert, Ohio 66 216
?i“rict No. 5.

T8t National Bank of Chestertown, Md. 42 42

Bhaiis
pastrict Yo 11.

Thersg National Bank of Belton, Texas 36 36
Total 408

PR
e

$2lontions for ADDITIONAL Stocks
OStrict HNoe 1.
MSrvilTe National Bank, Somerville, Mass.
Incresse in capitel, preferred, partly
offset by decreamse in surplus) 225
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&blications for ADDITIONAL Stock: (Comtinued) SHEER

District No. 1. (Continued).
elthem National Bank, Wel them, Mass.
Increase in cepitel, preferred, partly

offset by decrease in surplus) 30
Nerchents National Benk, Manchester, N.H.
Increase in capital) 30

Central National Benk, Rutlend, V.
Increese in capital, preferred, pertly

.. Offset by decreese in surplus) 2l
“indsor County Nationel Bank of Windsor, Vt. e
Increase in cepitel and surplus) 36

E}strict Noe 4.

®opleg City Bank, McKeesport, Pa. 6
Nerease in surplus) 6

\District NO. 10. :
C°1°r&do Naetional Bank, Denver, Colo.
Inerease in capital, preferre%, partly o 300
off'set by decrease in surplus
e % Total 648

o
-

éEBEESEEigns for SURRENDER of Stocks:
Strict Ko. 3.
Yozrog County National Benk of East Stroudsburg, Pa.

(Decrease in surplus) > 7

District No. 4.
T8t Netionel Bank, Mt. Vernon, Chio

eCresse in surplus) 6
St National Benk, Flmore, Chio
By Insolvent) 58
T8t National Benk, Bruin, Pa.
Ing olvent) 21 65

District Noe 6.
TSt National Bank, Oberlin, La.

Tpy . TBSOLvent ) ' 15
! **County Netional Bank, Oliver Springs, Tenn.
i (Insolvent) 2l 2

Digs...
| Stricy 1o, 7.
J Rapids Sevings Benk, Grend Rapids, lich.
g 5 (Insolvent) 1,200
| "% Nationel Bank, Coal City, Ill.
SCrease in surplus, partly offset

Ony Y increase in cepital) 30
g0 State Benk, Oswego, Ill.
(Tnso1vent) 21 1,251
o FRASER
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)
#B&:a‘cion‘s for SURRENDER of Stock: (Continued) Shares

2istrict No. 8.
1tizens Nationel Bank, Monticello, Ky.

% (Insolvent) 50
1St Netional Bank, Ripley, Temn.
Insolvent) 21 51

District 1o, 11.

rst National Bank, Gainesville, Texas.
Voluntary liquidation, succeeded by
Gainesville National Bank) 180 180

Total 1,622

Approved.

Thereupon the meeting adjourned.

Y &}JQ

Secreteary.

Approveq:

P10, Bope cah
Cheirman, 7( \/ivo cﬁfm&et

sy — TR
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