?fB oY

g& A meeting of the Federal Reserve Board was held in Washington on
Monday, October 16, 1933, at 11 2. m.

PRESENT: Mr. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. James

l Mr. Thomas

1 Mr. Szymczek

Mr. Morrill, Secretary

Mr. Cerpenter, Assistant Secretary

Mr. Bethea, Assistant Secretary

Mr. Martin, Assistant to the Governor

Mr. Paulger, Chief of the Division of Examinations
Mr. Leonard, Federal Reserve Examiner

Mr. Wingfield, Assistant Counsel

Mr. Boatwright, Assistant Counsel

ALSO PRESENT: Mr. Benjemin H. Brewster, Jr.,
President, Union Trust Com-
pany of Maryland
Messrs. W. Graham Boyce and Charles
W. Hoff, Vice Presidents, Union
Trust Company
Megsrs. Walter H. Buck and H., Webster
4 Smith, Counsel for the Union
‘ Trust Company
Messrs. Millard F. Tydings and
Phillips Lee Goldsborough, tion favor-
United States Senators from ing consum-

)
)
)
)
)
)
)
)
)
)
%
Maryland g mation of
)
)
)
)
)
)
)
)
)
)

R —

Members of
the delega~

Mr. John J. Ghingher, Bank Commis- the pro-
sioner of the State of Maryland posed plan
Mr. John D. Hospelhorn, Deputy Bank of reorgani-
Commissioner of the State of zation of
Maryland the Union
Mr. William Preston Lane, Jr., Trust Com-
Attorney General of the State of ) pany of
Maryland Maryland
Messrs. S. P. Nelson, William H.
Meese, R. S. B. Hartz, B. Howell
Griswold, H. M. George, Moses S.
Hecht, George P. Bagby, W. Bladen)
Lowndes, Lloyd B. Wilson, Michael)
A, Muller, Charles M. Cohn, E. M.)
Sturtevant and A. J. Hazlett. )




D ()

10/16/33 g
) Members of
) the commit-
) tee repre-
Mr. Carl S. Bloede, Chairman, and ) senting the
Messrs. C. W. Roberts, J. T. ) depositors
Fritz, L. W. Barroll, J. Cookman ) dissenting
Boyd, Jr., and Robert E. Kanode. ) from the pro-
) posed plan of
) reorganization
) of the Union
) Trust Company

Governor Black welcomed the two delegations, and suggested that
Ur, BlOede, as Chairman of the committee representing the depositors dis-
Senting from the proposed plan of reorganization of the Union Trust Com-
Pany of Maryland, Baltimore, Maryland, present such information as the
°°mmittee nmight desire to have considered with regard to the proposed re-
°rgan12ation and the application of the Union Trust Company for membership
10 the Federal Reserve System.
Mr. Bloede introduced Mr. Kanode, of counsel for the comaittee,
e SPokesman for the committee, who made a statement setting forth the
°bJ°°ti°n8 ralsed by the dissenting depositors to the proposed reorgani-
*atlon Plan. During his statement, Mr. Kanode said that his committee
M M0t object to the reorganization of the trust company, and, on the
“Ontrazy, felt that it should be reorganized and that it should be ad-
mitted to hembership in the Federal Reserve System, but that the commit- '
°® felt tpay the plan of reorganization adopted should be one which

Wo
"L be equitanle £rom the standpoint of the depositors. He reviewed

the
hist°ry of certain litigation involving the constitutionality of the
Uary) ang

statute under which the bank is being reorganized and stated that
th

e
"8tter 15 now pending in the Court of Appeals of Maryland.

Upon inquiry of Governor Black as to the particulars in which the
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Comittee of dissenting depositors desired revision of the plan, Nr.
Xalode stated that (1) there should be an effort on the part of the
Officers, directors and shareholders to furnish funds for the purpose

= Testoring the trust company's capital, and (2) that the stock of the
trust Company, instead of being turned over to the City Certificates Cor-
Poration, should be trusteed for the benefit of the depositors and held
b the trustees until the depositors are paid in full. He stated that if
these two changes were made in the proposed plan, there would be no objec-
ton ¢4 the plan so far as his committee is concerned, although the come
Mittee feels that, with proper cooperation between the trust company and
the 8gencies of the Federal Government, a greater proportion of deposits
than the 20% now proposed could be made available, and that the reorgani-
Zation Plan should be revised so as to eliminate all preferences of de-
PO8itors whicn might make doubtful the legality of the plan.,

Mr. Kanode also stated that in his opinion there is no liability
°R the part of the trust company, under the plan of reorganization, in con-
nection with the certificates of beneficial interest proposed to be issued
% the City Certificates Corporation, but that the certificates would be
the obligations of the City Certificates Corporation.

Governor Blaclk then called on Mr. Brewster as spokesman for the
delegation in favor of the plan of reorganization, and Mr. Brewster stated
that Mr{ Smith of counsel for the trust company would make a statement to
the Boarg,

Ur. Smith outlined certain points which were given consideration in

“*Rnection with the formulation of the plan now proposed, referring parti-

cularly to the reasons for the phases of the plan to which objection was
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Made in the statement of Mr. Kanode. He also referred to certain improve-
Ments which have taken place in the trust company's condition since the
Propogeq plan was first presented to the shareholders and during the period
that the company has been open on a restricted basis. He then discussed
brieﬂy the question to what extent, if any, the Union Trust Company would
be lisble on the certificates of beneficial interest proposed to be issued
by the City Certificates Corporation, and stated that, in his opinion, any
liability on the part of the trust company which might result from the

138\13.1103 of such certificates would not be sufficient to impair the capital

Aety

of the bank within the meaning of section 9 of the Federal Reserve
* &nd that in his opinion the certificates do not constitute a liability
°R the part of the Union Trust Compeny. There followed a brief discussion
"ith Tegard to the latter point.

Mr. Brewster then reviewed his connection with the Union Trust Com-
PRy ang his efforts to work out a suitable plan of reorgenization, and
Stateq that he had interviewed the larger depositors and 153 of the de-
posit°r3 who have $5,000 or less on deposit in the Union Trust Company and
that they had a1l assured him of their support. He also stated that he is
fir“ﬂy Convinced that without becoming a member of the Federsl Reserve Sys-
e there will be no other course open to the trust company than to go into
1‘eceiverf‘l'li-lb- Upon inquiry as to why this was the case, Mr. Brewster stated
thag he believed the cormmunity would not continue to deposit with the bank
ullleSS 1t were a member of the Federsl Reserve System and that the trust com-
Py €ould not occupy its proper place in the community without being ad-

mitted to Dembership. He &also stated that he had prepared a written state-

RASER
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* ment for presentation to the Board which he would request Mr. Buck of
Counsel for the trust company to read to the Board. Mr. Buck, after
®Xpressing his opinion that the proposed plan is 2 desirable one, read
the statement prepared by Mr. Brewster, a copy of which has been placed *
| In the Boardts files.

Mr. John J. Ghingher, Bank Commissioner of the State of Maryland,
stateq that he had approved the proposed plan of reorganization; that he
feels it is practicable; and that if the bank is permitted to open and to
Decome & member of the Federal Reserve System, he feels it will succeed,
but that there is serious doubt as to its success if it does not become

& member,

» Governor Black then requested each of the delegations to present
to the Board, not later than Wednesday, October 18, 1933, a brief con-
tainini‘;. in addition to any further information the delegation may wish
to Submit, an opinion on the question whether the certificates of bene-
ficiﬂl interest proposed to be issued by the City Certificates Corpora~
Hon Would constitute a liability on the part of the Union Trust Company.
i stated that this is an importent question in considering whether the
trugy Company, if reopened in accordance with the proposed reorganization
blap, Would have an unimpaired capitel, and that it is a question which
the Federa) Deposit Insurance Corporation would be required to consider

% connecton with the trust company's application for insurance of its
. “eposits,

Statements were then made by Senators Tydings and Goldsborough,

i
% which they stressed the desirability of an early decision by the Board

in
the Matter and the importance to the community of the reopening of the

r e FRASER




| 304
10/16/33 i

e

bank ang the aid which would be given to business in Baltimore and the
State of Maryland by the release of deposits proposed by the plan.

Mr. William Preston Lane, Jr., Attorney Generel for the State of
Yarylend, stated that he had approved the plan and feels that the courts
W1l declare the emergency banking act of Maryland under which the plan
W88 formulated constitutional and the details of the plan legal. He also
Stated that in his opinion the only alternative to the reopening of the
bank under the plan submitted is receivership, which would result in
Serious consequences for the city of Baltimore.

Mr. Smith then called upon Messrs. George P. Bagby, President of

b the Western Maryland Railway Compeny; Mr. H. M. George, Treasurer of the

Davis Coal and Coke Company; Mr. R. S. B. Hartz of the Baltimore and Ohio
} Railroag Company; Mr. A. J. Hazlett, President of the Eastern Rolling
Mills; Mr., Moses S. Hecht, President, Hecht Bros.; Mr. E. M. Sturtevant,
c°un391 for the Consolidated Gas, Electric Light & Power Company; Mr. S. P,
NelSOH. Treasurer of Johns Hopkins University; and Mr. Michael A. Muller,
President of O'Neill & Company, all of whom represent large depositors in
the Union Trust Company, and each of them expressed approval of the plan
and 88reement that it is highly desirable that the bank be reorganized and
itg deposits released as soon as possible as a stimulus to business in
Baltinore snd the State of Maryland. Mr. W. H. Meese, President of the
BaltimOre Association of Commerce, read a prepared statement regarding the
‘ Proposeq reorganization, a copy of which has been placed in the Board's

fileg,

Thereupon the members of the two delegations, and Messrs. Paulger,

aL FRASER
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Le°nard, Wingfield and Boatwright of the Board's staff, left the room.
| The nimites of the meetings of the Federal Reserve Board held
On September 19, 22, 26, and 28, 1933, were approved.
The Board then considered and acted upon the following matters:
Letfer dated October 13, 1933, from Mr. Sproul, Secretary of the
Pederay Reserve Bank of New York, and telegrams dated October 12, 1933,
| from My, McClure, Chairman of the Federal Reserve Bank of Kansas City,
| 4d October 13, 1933, from Mr. Hoxton, Chairman of the Federal Reserve
Bank of Richmond, and Mr. Clark, Assistant Federal Reserve Agent at the

FBlets] Heserve BAck bi Ablautas all adyielug fuat. st mexbings of tiis

b°ards of directors on the dates stated, no changes were made in the banks!
é ®Xlsting schedules of rates of discount and purchase.
| Without objection noted with approval.

Telegraphic reply on October 13, 1933, approved by five members
of the Board, to a telegram of the same date from Mr. Stevens, Chairman
°f the Federal Reserve Bank of Chicago, stating that the executive com-
Mittee of the bank, at its meeting on that date, voted to adopt, subject
%o the approvel of the Federal Reserve Board, rates of 4% per anmm on
Uvanceg to member banks under section 10(b) of the Federal Reserve Act,
% emengeq by the Act of March 9, 1933, 4% per annum on advances to non-
feuber banks and trust companies under section 404 of the Act of March 9,
1933, o amended, and 4% per anmum on advances to individusls, partner-
b Bhips Or corporations secured by direct obligations of the United States f
Wdey Section 13 of the Federal Reserve Act, as amended, effective October

16’ 1933, The reply stated that the Board approves the rates referred to.

Approved.

&L FRASER
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Me_morandum dated October 11, 1933, from Mr. Wyatt, General Counsel,
Tecomuending that Mr. Alfred K. Cherry be appointed to the position of
Assistant Counsel in the office of General Counsel, with salary at the
Tate of $5,500 per annum, effective as of the date upon which he enters
upon the performance of his duties; the recommendation heving been ap-
Proved by five members of the Board on October 13, 1933.

Approved.

Reply on October 13, 1933, approved by seven members of the Board,
to a letter dated October 5 from Mr. Case, Federal Reserve Agent at New
York, stating that the board of directors of the Federal Reserve Bank of
New Tork, at its meeting on that date, voted to recommend to the Board
the designation of Messrs. Charles A. Robinson and George W. Siver, em-
Moyees in the bauk examinations department, as assistant examiners in
the Federal reserve agent's department of the bank. The reply stated
that tpq Board approves the designation of Messrs. Robinson and Siver
8 8ssistant examiners without change in compensation. The reply stated
%% that 1t 1s noted from the agent's letter that the nsme of Herbert
; BullOGk. whose designation as an assistant examiner in the agent's
depa‘rtment was approved by the Board on September 21, should have been
Bhoym a8 Robert W. Bullock, and that the Board's records have been changed {
a"“Hirciingly.

Approved.

Telegraphic reply on October 13, 1933, approved by five members :-‘
o the Boa.rd, to a letter dated October 4 from Mr. Austin, Federal Reserve

Agent at Philadelphia, requesting approval of the appointment of Messrs.

e org/
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L. C. Powers and H. V. Eichmenn, now employed in the bank liguidation
division and the credit department of the bank, respectively, as assist-
&t examiners in the Federal reserve agent's department, with salaries
8% the rates of $2,400 and $1,980 per anmum, respectively. The reply
Stated that the Board approves the appointments as requested with salaries
&% the rates stated.

Approved.

Letter dated October 14, 1933, to Mr. Helm, Deputy Governor of the
Pederal Reserve Bank of Kansas City, approved by five members of the Board,
®tating that, in accordance with the recommendation containmed in his letter
i October 4, the Board approves changes in the personnel classification
Plan of the Oilahoma City branch to provide for decreases in the salary
Tangeg of the positions of "clerk" and "clerk in charge" in the accounting
ang Don-cash collection departments of the bank, respectively.

Approved.

Letter dated October 14, 1933, to Mr. Stevens, Federal Reserve
fent at Chicago, approved by five members of the Board, referring to the
306.1-(1:8 telegram to the agent under date of September 18 approving the
temp"ra‘l'y appointment of six examiners in the Federal reserve agent's de- !
PRtment of the bamk with a salary range of from $3,600 to $5,000 per !
&nmm» Wwith the understanding that complete information as to each examiner
voulg be forwarded promptly. The letter stated that it appears from As-
*stant Federal Reserve Agent Young's letters of September 18, 19, 23, ‘
g 25

» and October 2 and 3, and his telegrams dated October 4, 1933, that

th
® Federay reserve agent has employed temporarily as examiners in the

RASER

..!



S37S

10/16/33 A

S

Federal reserve agent's department and transferred to the Federal Devosit
Insul‘an.ce Corporation, effective as of the dates indicated, the following

1ndividuals, with salaries at the rates stated:

Salary per Date of Date Transferred
N%a Annum Employment to F.D.I.C.
3 VH,' C. Crays $4,500 September 19 September 27
? * J. Penningroth 4,500 " 25 oo
i C. Sorensen 4,000 " 23 " 30
¥ old G. Hudson 4,000 ST Loy
H:r°1d M. Cox 3,600 " 22 Wi iy
*bert W, Sadler 3,200 October 2 ?

The letter stated also that a review of the information submitted with
T®Spect to these men indicates that all but Messrs. Sorensen and Cox are
indebted to banking institutions; that in the case of Mr. Cox no statement
!! 1s mage as to his indebtedness and the agent's advice in this connection
M1 be appreciated; that in the case of Mr. Sorensen the statement is
838 that he ig not in debt; and that, in the circumstances, the Board
a1’131‘oves the temporary appointment of Mr. Lymanic. Sorensen as an examiner
in the Federal reserve agent's depertment of the bank with salary at the
U0, BF $4.000 et s, 6ffentlye Sephanber 2%, 1935, ant defers Tocthes
Setion with respect to the five remaining individuals pending receipt of
fore Specific information concerning them in the light of the requirements
"% forth 1n the Board's circular letter X-7425, dated April 29, 1933, {
including information as to whether they have any outside business con-
necti‘ms- The letter stated further that it appears from the information
"Pultteq 1y Mr. Young's letters that Mr. Crays owes $5,000 for the purchase f
e ba stock, and that Mr. Sadler owes $1,750 of which $950 represents

i
ndebtedness to the Aurora National Bank, Aurora, Illinois; that it appears

y L FRASER
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also from the statements of indebtedness submitted with the agent'!s letter
of September 26 that Mr. Penningroth is heavily indebted, to the extent

of $29,350 of which $750 represents indebtedness to the City Nationel Bank

and Trust Company, Battle Creek, Michizan, $3,600 to the Union & Peoples
Company of Jackson, Michigen, and $25,000 to the Guardien Holding Company
of Detroit, Michigan; and that Mr. Hudson owes $930 to the First State
Bank, Decatur, Michigan, a nonmember. The letter added that the Board
feels strongly that, in considering applicants for appointment to positions
R the bank's exemining staff, men should not be selected who are involved

fin&ncially, are heavily in debt, or are indebted to banking institutions,

L particularly to member banks; requested that the agent furnish the Board

.

Mth further information with regard to the transfer of Mr. Sadler and
Certain assistant examiners to the Federal Deposit Insurance Corporation;
&d stateq that, according to the Board!s records, E. H. Anderson is listed
%8 an examiner rather than as an assistant examiner as stated by Mr. Young,
his 8ppointment having been approved as of October 3, 1932; that in the
Case of Harry Dearborn, the Board appears to have no information concern-
lng nig appointment or employment; and that it will be appreciated if

the agent will furnish the necessary information covering the questions
Talsed regarding these two men.

Approved.

Letter dated October 14, 1933, to the Federal reserve agents at
%

a1 Federay reserve banks, approved by five members of the Board, stating

t
hat. Supplementing the Board's circular letter X-7425, dated April 29,

19
88' Tegarding indebtedness of officers and employees, the Board desires

y gL FRASER
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%o point out the desirability of applying the principles set forth in such
letter to the selection of individuals for appointment to positions on the
®Xamining staffs of the Federal reserve banks; that, in view of the growing
U8Cessity for examiners of the Federal reserve banks to conduct, or partici-
Pate in, examinations of nommember banks in connection with applications

for Membership in the Federal Reserve System or in the Federal Deposit Insu-
Tance Pund, or for other reasons, it is clearly undesirable for employees,

12 the Federal reserve agent's departments of the respective reserve banks,

Sngageq in audits and examinations to be indebted, directly or indirectly,

Yo any bank or banking institution in their respective Federal reserve dis-

trictﬂz and that attention is called to the fact that the Board's circular

letter X-7595, dated September 20, 1933, regarding appointment of examiners
at Federay reserve banks, required that detailed reports be made concerning
PeT80ns recommended for appointment including:

"Information as to applicant's indebtedness, if any, whether
indebted to member banks, their subsidiaries or affiliates, when
indebtedness was contracted, its original amount, progress made in
liquidation, and whether, if tendered appointment by the Federal
Téserve bank as an examiner, the applicant will resign any official
Connection he may have with other business concerns and discontinue
a1y other existing relationship which may have an undesirable effect
Upon his service as an employee of the Federal reserve bank."

T,

® letter stated also that the Board feels strongly that, in considering
appli%.nts for appointment to positions on the examining staffs of the Fed-
e

o Teserve banks, men should not be selected who are involved financially,

arg
heavny in debt, or are indebted to banking institutions, particularly

» Tember banlks,

Approved.

Letter dated October 13, 1933, to the board of directors of the
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"Citizeng Bank“,‘ Hartford, Kentucky, approved by six members of the
Board, stating that, subject to the conditions prescribed in the letter,
the Boarg approves the bank's application for membership in the Federal
Reserve System and for the nmumber of shares of stock of the Federal Re-
Serve Bank of St. Louis to which the bank will be entitlgd upon the basis

°f its capital and surplus as of the date upon which its membership be-

Comes effective.
Approved.
Telegram dated October 13, 1933, to Mr. Stevens, Federal Reserve
Agent at Chicago, approved by five members of the Board, referring to the
®Prlication of the "First State Bank", Milford, Michigan, for permission
% witharay immediately from membership in the Federal Reserve System, and
"%ating that the Board weives the usual requirement of six months motice
°f intention to withdraw and that, accordingly, upon surrender of the Fed-
°Fal reserve bank stock issued to the First State Bank, the Federal Reserve
Bank ¢ Chicago is authorized to cancel such stock and make a refund there-
On,
Approved.
Reply on October 12, 1933, approved by five members of the Board,
" & letter dated October 2 from Mr. Hoxton, Federal Reserve Agent at
Richm“nd. with reference to the capital structure of a bank in North
c&r(’lina which is considering applying for membership in the System,
the bankc 35 question having a capital of $30,000, (which, on the basis
°f the Population of the town in which it is situated, is sufficient)

Plus of $100,000, and undivided profits and reserves of $48,500, as

[
Ompared with deposits of $1,417,700. Mr. Hoxton's letter stated that
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the directors of the bank would willingly agree to maintain a capital
80d surplug in accordance with the régular condition of membership mum-
bered fifteen, but that they object to increasing the capital by transfer
from surplus because of the added expense in the form of taxes, as, under
the laws of the State of quth Carolina, investments in bonds of the United
States Goverment and the State of North Carolina are deductible for the

Pirposes of taxation from a bank's surplus, but mot from its capital, and
that advice is requested as to whether, under these conditions, the Board

"ould require an increase in the capltal stock of the bank as & condition
£ Membership, The reply stated that it is desirable that the capital of
& bank represent a reasonable proportion of the total caplital accounts;
but that, in the circumstances described by the agent, assuming that the
b&nkts condition otherwise warrants approval of the application, the Board
ould not require an increase in the capital stock of the bank as a con-
Ution of membership, but would require the transfer of at least $15,000
from wnaivigea profits to surplus account in order that the combined capi-
tal ang surplus of the bank would mount to st least 10% of the deposit
liabilities, as required under the Board's general condition of membership
Tbered £irteen.
Approved.

Letter dated October 14, 1933, to Mr. Austin, Federal Reserve
feent at Philadelphia, approved by five members of the Board, replying
to Acting Aesistant Federsl Reserve Agent Fenner's letter of September 7
*Vising that the Integrity Trust Compsny of Philsdelphia, a member State
PRk, pag acquired 625 shares of the stock of the Philadelphia National
Satle ang 214 4/14 sheres of the stock of the Fire Association of Phila~

delphia,
through the liquidation of a loan of one of its customers.

RASER
el org/




P 6P

(®IeI»7
10/16/33 ~15=-

The reply stated that Mr. Fenner has called attention to the fact that
the Integrity Trust Company is subject to a condition of membership
hich prohibits it from acquiring an interest in any other bank or trust
Company, through the purchase of stock in such other bank or trust com-
Pany, ang that, under the provisions of the Banking Act of 1933, a State
J Tenber bank may not purchase stock in another corporation, except in cer-
tain limited classes of cases, the circumstances of which are not here
®Pplicable; that, in view of the reason given for the acquisition of the
Stock, the Board will not take any action in the matter at this time, but
*hat the agent is requested to advise the Integrity Trust Company that it
Shoulq dispose of the stock as soon as possible, and that it will be ap-

Preclated 1f the agent will advise the Board when such stock has been dis
) Posed of,

Approved.

Reply on October 13, 1933, approved by five members of the Board,
to o letter dated September 29 from Mr. Hoxton, Federal Reserve Agent at
Richmnd. relative to a proposed agreement whereby the Kanawha Valley Bank,
&t Charleston, West Virginia, a member bank, would assume the deposit lia-
Mlitieq and acquire certain assets of the Capital City Bank, of Charleston,
WA Drtnta, o nommsshar bank, and recommending that the Board give the
K&na,,ha Valley Bank permission to purchase the assets and assume the de-
Posig lisdilities of the bank as provided in the proposed sgreement. The
Teply stated that the Board cannot undertake to approve any such agreement
"Hthout £u1 information as to the transaction, including an appraisal of

t
he 88sets to be taken over, but that, in the circumstances, the Board will

111125
TPose ng objection at this time to the proposed transaction. The reply

p L FRASER
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stated also that whether the transaction actually results in a change

in the character of the assets or in the scope of the functions of the
member bank within the meaning of the conditions of membership is a mat-
ter of fact to be determined; that, if the agent's examiners do not ap-
Praise the agsets to be taken over prior to their acquisition by the
Kenewha Valley Bank, it is desired that they participate in the next
Xamination of the bank; that the report of such examination should in-
lude o clagsification of any assets remaining in the bank which had been
8cquired from the Capital City Bank and should also include a report of
8y losses which have been charged off on account of the assets so acquired;
% that, following the next examination of the Kanawha Valley Bank, the

88ent 1s requested to malke a further report to the Board containing full

Infornation as to the condition of the bank and the nature of the changes,
it any, by reason of the transaction in the general character of its assets
°F in the scope of the functions exercised by it, and to submit a recommend-
85100 as to the sction to be taken by the Board in the circumstances.
Approved.

Letter dated October 13, 1933, to "The First National Bank of
ucc“’b City", McComb, Mississippi, approved by six members of the Board,
atatine that, in addition to the authority heretofore granted to the bank
to 8%, when not in contravention of State or local law, as trustee, execu-
tor, 80d administrator, the Board has approved the bank's application for
DermisB‘-lon to act as guardian of estates, the exercise of such right being :
“ject 1, the provisions of the Federal Reserve Act and the regulations |

o
f the Federal Reserve Board.

Approved,

y g FRASER
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h Letter dated October 13, 1933, to the "Union National Bank in

Kansag City", Kansas City, Missouri, stating that the Board approves
the vanktg application for permission to act, when not in contravention
of State or local law, as trustee, executor, administrator, registrar
of stocks and bonds, guardian of estates, assignee, receiver, committee
of estates of lunatics, or in any other fiduciary capacity in which
State banks, trust companies or other corporations which come into com-
Petition with national banks are permitted to act under the laws of the
State of Missouri, the exercise of all such rights being subject to the
Provisions of the Federal Reserve Act and the regulations of the Federal
Reserve Board. The letter stated elso that the Board motes from the
} ®Xamination reports of the Fidelity National Bank and Trust Company,
Xangay City, Missouri, that many trusts and trust department accounts
have been adversely commented upon; that it feels that, if the Union
Nat1°na1 Bank in Kansas City is tendered any of the trusts or trust de-
Partment accounts now held by the Fidelity National Bark and Trust Com-
Pany, 1t should carefully scrutinize their condition and should not ac-
Sept any such trusts or accounts, which, through their assumption, may
o detrimental to the interests of the Union National Bank; and that the
Board nag requested the Comptroller of the Currency to have a national
bam: examiner visit the Union National Bank for the purpose of assisting
1y determining the trusts or accounts now held by the Fidelity National
Betle ang Trust Company which may be detrimental to the interests of the ;
Uaton National Bank 1f assumed by it. |

Approved.

&L FRASER
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Reply on October 13, 1933, approved by five members of the
Board, to a letter dated September 23 from Governor Norris of the Fed-
eral Reserve Bank of Philadelphia inclosing a copy of a letter addressed
%o him by the president of the Western Saving Fund Society of Philadelphia
with Tregard to the question whether the deposits of the Society mey be
Classed as savings deposits under the Board's regulations. The reply
referred to the rules and regulations of the Society applicable to de~
Posits, as set forth in a letter dated September 22, 1933, from the presi-
dent of the Society, and stated that, except for failure to comply with
the requirement that the prescribed notice of intended withdrewal be
&lven ip writing, deposits made in accordance with such rules and regula-
tHons wowg appear to comply with the definition of "savings accounts" in
the Board!s Regulation D and of "savings deposits" in the Board's Regula-
*162 Q. The reply stated slso that it is noted that the president of the
Seelety states that withirawals upon shorter notice than two weeks sre
Permitteq only in cases of real emergency, and that, in this connection,
1 Day be pointed out tixat it would be necessary for the Society, if it
®hou1g become a member of the Federal Reserve System, to comply with the
F*oVision of section 19 of the Federal Reserve Act that no member bank
shay) waive any requirement of notice before payment of any savings de-
Posit 8xcept as to all savings deposits having the same requirement, and

Mth tne provisions of section VI of the Board's Regulation Q on this
SWbject,

Approved.
Reply on October 13, 1933, approved by five members of the
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Board, to a letter dated September 30 from Mr. R. S. Hecht, Chairmen of
The Hibernia National Bank in New Orleans, Louisiana, referring to the
Matter of the absorption of exchange or collection charges by member banks
in Connection with items received by them on deposit, and suggesting that
the Board issue a definite ruling as to the law with respect to this mat-
Yer. The reply stated that the Board has given careful consideration to
the matter but does not feel that it is possible to issue a general ruling
by reference to which it could be determined definitely under the circum-
Stances of a1l cases whether the absorption of exchange or collection
°h°1'€88 by member banks is lawful or unlawful; that questions as to whether
Such an absorption of cherges does or does not constitute a payment of
interest within the meaning of section 19 of the Federal Reserve Act, for-
1d84ng menber banks to pay interest on deposits payeble on demand either
Urectly or indirectly by any device whatsoever, must be determined es and
"hen they arise in particular cases and in the light of the special facts
°f each guch case; that, as pointed out to Mr. Hecht in the Board's letter
o September 26, 1933, the absorption of exchange or collection charges

in an anount equivalent to a certain percentage of the eamount of the bal-
®ce of the depositor, in the Board's opinion, is clearly in violation of
*he law on the subject; and that no member bank wherever located may law-
fully absorb exchange or collection cherges on such a basis. The reply
Stateq also that the Board feels that the banks and the clearing house

B““‘°'2=1a'cmns should themselves consider whether, in the light of the

SPiryt and purpose of the prohibition of the statute upon the payment

ot interest, the practice which they wish to follow with respect to the
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@bsorption of exchange or collection charges is lawful; that, if in any
Case it appears questionable whether the practice proposed conforms to
the requirements of the law on the subject, the question may be submit-
bed, if desired, to the Federal reserve bank of the district for consid-
®ration; and that, of course, the Federal reserve bank, in cases where
1t 8ppears necessary, may present the matter to the Board with a request
for a ruling. The reply stated further that the Board is not informed
8 to the practice of the Atlanta banks with regard to the absorption of
ex‘:hanﬁe or collection charges in connection with accounts of depositors
Other than correspondent banks; but that, in view of Mr. Hecht's state-
et on the gubject, the Board will take the matter up with the Federal
Re“r"e Agent at Atlanta with a view to effecting a correction of the
Practice of member banks in this respect if it appears to be unlawful.
Approved, together with a letter dated October
13, 1933, to Mr. Newton, Federal Reserve Agent at Atlanta,
algo approved by five members of the Board, inclesing a
Copy of Mr. Hecht's letter, and a copy of the Board's re-
Ply thereto; calling attention to Mr. Hecht's statement as
to the practice of Atlanta banks with respect to the absorp-
tion of exchange charges for railroads, express companies,
etc.; and requesting that the agent ascertain whether the
DPractice of member banks in Atlanta in this respect is in
Conformity with the law on this subject, and, if unlawful,
that he commnicate with such member banks with a view to
ing such changes made as mey be necessary to bring their
Practices into harmony with the statute, and that he advise
the Board of the results of his commmication with the Atlanta
Wember banks in this connection.
Telegraphic reply on October 14, 1933, approved by five members
of
‘the Board, to a telegram dated October 9 from Mr. McClure, Federal
Re
Serve Agent at Kansas City, with regard to the legality of a service

"€ plan in force among certain banks in the Tenth Federal Reserve

D
hlt"‘ict. The reply stated that the Board understands that, under the
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Plan, the potential earning power of a depositor's balance is calculated
8Ccording to a certain percentage of the amount of the balance and that
the amount of service charges imposed on the depositor is subject to a
deduction of an amount equivalent to the said percentage of the depositor's
bala.nce; and that, on the basis of the information submitted in the agent's
telegrem, the Board is of the opinion that the deduction from the amount
°f service charges imposed on the depositor of an amount equivalent to a
Certain percentage of his balance, which is payable on demand, is en in-
Uirect payment of interest within the meaning of section 19 of the Federal
Reserve Act, and, accordingly, that no member bank may lawfully meke a
ded'ﬂction from service charges on such a basis with reference to deposits
Payeble on demand.
Approved.

Telegraphic reply on October 14, 1933, approved by five members
°f the Board, to & telegrem dated October 7 from Deputy Governor Paddock
°f the Federal Reserve Bank of Boston referring to a letter addressed to
*Be baric under date of October 6 by Acting Secretary of the Treasury
Acheg(,n. relative to the continmuation of the acceptance by Federal re-
%8IVe banks from nommember banks of gold coin and gold certificates, and
1nquir1ng whether the Board's telegram of March 9, 1933, with regard to
the gbsorption by Federal reserve banks of abrasion and shipping charges,
s sty in effect. The reply stated that section 6 of the Executive
Order of April 5, 1933, provided that the Secretary of the Treasury would

" all Proper cases pay the reasonsble costs of transportation of gold

ooln, 014 bullion, or gold certificates delivered to & member bank or
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Federal reserve bank in accordance with sections 2, 3 or 5 of the Execu-
tive Order, ipcluding the cost of insurance, protection, and such other
ncidental costs as may be necessary, upon production of satisfactory
®Vidence of guch costs; that this authorization, however, is not con-
“ained in the Executive Order of August 28, section 11 of which revokes
*he Executive Order of April 5; and that the Board has also been advised
b the Treasury that it will not reimburse the Federal reserve banks for
®bragion on.gold coin beyond the ususl limit of tolerance. The reply
Stateq also that, in the circumstances, the Board feels that the Federal
Teserve banks should no longer assume any sabrasion loss on gold coin de-
Positeq with them or tendered in exchange for other forms of currency or
sy shiPPing charges on gold coin or gold bullion, and that the.Boa.rd sees
% Objection to the reserve banks assuming shipping charges on gold certi-
Teateg received from member banks.
Approved, and the Secretary was

requested to send a copy of the telegram

to all other Federal reserve banks for

their information.

Report of Standing Committee dated October 13, 1933, recommend-

1 i
"€ approval of the following change in stock at a Federal reserve bank:

Diat‘*~——-1°at1°n for ORIGINAL Stock: Shares

Cyst No. 6
Zens National Bank of Morgan City,
Morgan City, Louisiana. 66 66
Approved.

Thereupon the meeting adjourned.

Gotam W07

Secret .
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