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A meeting of the Ixecutive Committee of the Federal Reserve

Boay
’Q 4 wag held in Washington on Saturday, February 10, 1934, at 11:00 a.m.

—

PRESENT: Mr. Hamlin, Chairman Executive Committee
Mr. Miller
Mr, Thomas
Mr. Szymczak

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Bethea, Assistant Secretary
The Committee considered and acted upon the following matters:
Telegram, sent on February 9, 1934, with the approvel of four
Temp
TS of the Board, to Mr. Newton, Chairman of the Federal Reserve
B&nk of

Atlanta, replyinz to a telegram of the same date from lMr. Clark,

Sec R
*etary of the Atlanta bank, stating that the board of directors of the
bang

* 8% its meeting on that date, voted to establish a rediscount rate
of 39 ¥
b % on redi scounts of eligible paper for member banks and advances to

Temh g
banks under the provisions of sections 13 and 13(a) of the Feder-

™ Reserye Act, as amended, effective the first business day following
: 8% on Which approved by the Federal Reserve Board, and a rate of 3%
Jn “Yehumiant Sssurt t1as’ inter sepurshade amreemsnts; also, bhab; Eub-
aéet %o the approval of the Federal Reserve Board, the directors had
outhorized the executive committee to fix a rate of not less than 5%
D: ettt for individuals, partnerships and corporations under the
Ac:?isi°n? Of section 13 of the Federal Reserve Act, as amended by the
°f Tuly 21, 1932, and a rate of not less than 4% on advances %o

» Partnerships and corporations secured by direct obligations

States under the provisions of section 13 of the Federal

-

™ * 88 amended by Section 403 of the Act of March 9, 1933.
e

e
Ply stateq that the Board approved for the Federal Reserve Bank




2/10/34 .

- -

of
OQ Atlanta the rediscount rate of &%, effective February 10, 1934, and f

the ratq of % ‘44
7 on Government securities under repurchase agreements.

The Teply stated also that the Board will act on the rates fixed by the
*Xecutive comittee of the Federal Reserve Bank of Atlanta, under author-
ty or the board of directors, on advances to individuals, partnerships f
» °°rp0rations under section 13 of the Federal Reserve Act upon receipt
°f advigg Of action by the executive cormittee.
Approved.

Telegraphic reply, sent on February 9, 1934, with the approval
:f Tive Members of the Board, to a telegram dated February 8 from Mr.
tpr°“1: Secretary of the Federal Reserve Bank of New York, stating that
G boarg op directors of the bank, at its meeting on that date, voted

toe
8t <
abligh, subject to review and detemmination of the Federal Reserve

Boarg
’ & rate of 3 1/2% for all advances to individuals, partnerships and
Sorpg
ra
tions on the promissory notes of such individuals, partnerships or

Sorpqg
Ty
tions Secured by direct obligations of the United States under

e
Provygs p
isiong Oof section 13 of the Federal Reserve Act, effective immed-

1&tel
y. |
3 The reply stated that the Board approves for the New York bank

® rate
Of 3 1/29% fixed by the directors, effective February 8, 1934.
Approved.

In Connection with the above there was presented a letter dated

Fey
8 1934, from Mr. Sproul, Secretary of the Federal Reserve Bank

b of Ney York

2% o

n

ve advances to individuals, partnerships or corporations, no change
Sma

i de

» Stating that, other than the establishment of the rate of

the 18 the schedule of rates of discount and purchase in effect at
ban)

Without objection, noted with approval.
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Telegram dated February 9, 1934, from Mr. Strater, Secretary i
of
the Federal Reserve Bank of Cleveland, advising that, at a meeting
of
the board of directors on that date, no change was made in the bank's
Xigts
Sting schedule of rates of discount and purchase.
Without objection, noted with approval.
Memorandum dated February 5, 1934, from lr. Paulger, Chief of
the pyos s
Dlv181on of Examinations, recommendingz that he be authorized to
Regg .
g0tiate with Mr. Burton P. Allen for his employment by the Board as a
Fegqe
Tal reserve examiner, with salary at a rate not to exceed $5,000 per
fy
um, effective as of the date upon which he enters upon the performance
of hi :
18 duties, The recormendation was approved by five members of the
08
™ on February 9, 1934.
Approved.
In connection with the above there was presented a second
msnl()r
andum, dateq February 9, 1934, from Mr. Paulger stating that he
hag
nQ: 3
€0tiated with Mr. Allen for his employment as a ¥ederal reserve
SXamj
n
T and that i, Allen had agreed to accept the position, with
Sala
™ at the rate of $5,000 per annum, effective as of the date upon
W icy
h
€ enters upon the performance of his duties.
lir. Allen was appointed an examiner for
all purposes of the Federal Reserve ict, as
amended, and of all other acts of Congress
Pertaining to examinations made by, for, or
Under the direction of the Federal Reserve
Board, and was designated a Federal reserve
€Xaminer, with salary at the rate of {5,000
Per annum; all effective as of the date upon

Which he enters upon the performence of his
duties,

namorandum dated February 6, 1934, from Llir. Paulger, Chief of
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the pios e
Division or Examinations, recommending that he be authorized to
De 4
Sotiate with Mr. Gerald Ll. Conkling for his employment by the Board
as 3
& assistant Federal reserve examiner, with salary at a rate not to
8Xceeq
&d ¥4,500 per ennum, effective as of the date upon which he enters
Upon
the Performance of his duties. The recammendation was approved by
Tive
Tembers of the Board on February 8, 1934.
Approved.
In connection with the above there was presented a second
andum, dated February 8, 1934, from kir. Paulger stating that he
haq .
Regotiateq with Mr. Conkling for his employment as an assistant
Feqe
by
al reserve examiner and that Mr. Conkling had agreed to accept
the
08itj G
Position, with salary at the rate of ;4,500 per annum, effective
the date upon which he enters upon the performance of his duties.
Mr. Conkling was appointed an examiner
for all purposes of the Federal Reserve Act, as
umgnded, and of all other acts of Congress per-
tglning to examinations made by, for, or under
the direction of the IFederal Reserve Board, and was
designated an assistant Federal reserve examiner, with
salary at the rate of 4,500 per annum; all effective
88 of the date upon which he enters upon the per-
formance of his duties.
. Memorandum dated February 6, 1934, from Mr. Paulger, Chief of
he 14 |
8 Dlvision of Fxemi . : ;
. : aminations, recormending that he be authorized to
820ty
at : x
© With Mr. Mortimer B. Daniels for his employment by the Board
ag
a g5g4
3 Sistant Federal reserve examiner, with salary at a rate not to

¥9,600 per annum, effective as of the date upon which he enters

Upon
the
Performance of his duties. The recommendation was approved

vty
e
Smbers of the Board on February 9, 1934.

Approved.
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In connection with the above there was presented a second
Teng
Tandum, dated February 9, 1934, from Mr. Paulger stating that he
haq .
Legotiated with Mr. Daniels for his employment as an assistant
Feqe
Tal reserve examiner and that Mr. Daniels had agreed to accept
the O :
Position, with salary at the rate of 3,600 per annum, effective
as o
T the date upon which he enters upon the performance of his duties.
Mr. Daniels was appointed an examiner for
all purposes of the Federal Reserve Act, as
amended, and of all other acts of Congress per-
taining to examinations made by, for, or under
the direction of the Federal Reserve Board, and
Wwas designated an assistant Federal reserve
examiner, with salary at the rate of $3,600 per
annum; all effective as of the date upon which
he enters upon the performance of his duties.
Vemorandun dated February 6, 1934, from lMr. Paulger, Chief of
the |
Divigj
Vision or Examinations, recommending the appointment of Miss
“layy
D. Newcome as a stenographer-clerk in the division, with salary
at th
e 5
Tate of ¥1,440 per annum, effective as of the date upon which
ent '
ST'S upon the performance of her duties. The recammendation was
appl‘ov
e
4 by five members of the Board on February 8, 1934.
Approved.
Iu3m°randum dated February 6, 1934, from Kr. Goldenweiser,
re‘.‘.tor
°f the Division of Research and Statistics, recormending the
Spoy,
ar x
e y appointment for a period of three months, of lMrs. L. Louise
rdner
» aldl clerk in the division, with salary at the rate of 1,440
ep a
e » effective as of the date upon which she enters upon the
Tfo
Mance op her duties.

Mg The recommendation was approved by four

ers Of
the Boara on February 9, 1934.

Approved.
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'IQ Letter dated Tebruary 9, 1934, approved by five members of the

Bo&rd’ to nr, Stevens, Federal Reserve Agent at the Federal Reserve

Bank op Chicago, reading as follows:

: "Receipt is acknowledged of your letter of January 18, 1934,
inclosing reports of indebtedness of members of the staff of the
Federal reserve agent's department of the Federal Reserve Bank of
Chicago as of January 1, 1934. It is assumed that the informa-
tion contained in the reports covering officers and employees in
the auditing department of the bank is also being brought to the
@ttention of your board of directors.

"It is noted that no reduction has been made by Mr. B. K.
P&tterson in the indebtedness previously reported by him, and
that Mr. ¢. L. Pitman reports, in addition to other indebtedness
Previously reported in which a reduction of only {250 has been made,
dditional indebtedness in the emount of £290 incurred since
July 1, 1933, in connection with the purchase of an automobile,
and 3500 owed to his mother since 1927. It is requested that you

®ep the Board advised of the progress made by Messrs. Patterson
2d Pitman in the reduction of their indebtedness.
é‘ "It is also noted that Mr. Edward B. Ranck, an employee in
your statistical department, became a co-maker on December 28,
8, of a note given to the Personal Loan & Savings Bank, which
Ccame g member of the Federal Reserve System on November 17,
1933, While it appears from Mr. Ranck's report that he did not
Teceive the proceeds of this loan but that it was made for the
°efit of a friend living outside of Chicago, the Board does not
Look vith favor upon a transaction of this character through which
® credit of an employee of a Federal reserve bank is used to
Obtain ap advance from a member bank.

"In this connection the Board's letter of April 29, 1933,
§~7425: Stated that there should be a prempt report to the Federal
leserVe Board of any indebtedness of the kind referred to in the
Jetter, incurred by the agent or any member of his staff after
Bgiy 1, 1933, ana that such report should contain information
nesllar to that called for in the letter with respect to indebted-
vou . Jubstanding on that date. Accordingly, it is requested that
e - ar?ange to report to the Board currently any indebtedness,

xeludlng current bills for ordinary personal or household expenses,
Reurreq by members of your staff, and that you submit on July 1
bej January 1 of each year a statement with respect to the progress

08 made in the liquidation of the indebtedness previously re-
ported.n

S

Approved.

Letter dated February 8, 1934, approved by five members of the




R/10/34 i

Board, to My, Curtiss, Federal Reserve Agent at the Federal Reserve

Bank op Boston, reading as follows:

"Reference is made to the analysis of the report of examina-
tion of the Gloucester Safe Deposit and Trust Company, Gloucester,
Massachusetts, as of the close of business October 28, 1933.
~ "The examiner reported that on July 20, 1933, the bank trans-
d its interest department, amounting to $689,280, from the
Comereia] department to the savings department in order to place
©5e deposits on a time basis and allow them to draw interest,
8d that the transfer was made without notification to the depos-
tors, but that as depositors come into the bank savings depart-
Tent books are issued to them. It is understood that the deposits
i transferreq represented demand deposits on which interest was
being paiq with the understanding that only a limited number of
?hecks against the account could be drawn each month. From the
‘nformation submitted, it would appear that the funds so transferred

:;e demang deposits until the depositor has accepted the provisions
at:

ferre

(1) The pass book or other form of receipt evidencing such
deposit must be presented to the bank whenever a with-
‘ drawal is made, and
(2) The depositor is required, or may at any time be required
by the bank to give notice in writing of an intended
Withdrawal not less then 30 days before a withdrawal is
made,

"Until the depositors have accepted such provisions the de-
Posits g transferred can not be considered as savings deposits
Wder the Provisions of Regulation D regarding the maintenance of

Teseryeg Or of Regulation § regardinz the payment of interest on

dePOSits.

B "It woula appear, therefore that the bank has been, and at

v1esent Day be paying interest on demend deposits, which is in
°lation of gne Banking Act of 1933, and that it has been improper-

ti Computing reserves on these deposits. It will be appreciated,
ane OTe, if you will advise the Board further as to the circum-

“tances ip this case and what steps have been taken to correct the

Chuset SXaminer also reported a direct violation of the Massa-

mingy ts Statutes in that funds of the savings department were

the Fed With funds of the commercial department on.dep051t.w1th

What edera) Reserve Bank. It will be appreciated 1? you will advise

1 the Steps have been taken to eliminate this violation and whether

k) e Situation exists in the case of other State member banks.

of 1t"It has been noted that the bank contemplates a readjustment

Vers-s fapital structure through sale of preferred stock and cog—
R Of directorg! guaranty and subordinated deposits to capital

in g1 224 the Board would like to be advised as to the developments

Approved.
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Letter dated February 9, 1934, approved by five members of the

Boarq, 44 the "Bankers Commercial Trust Company", Little Rock, Arkansas,

Peading as follows:

"Effective if and when the Bankers Commercial Trust.Company,

Little Rock, Arkansas, is converted into a national banking associa-
lon and is authorized by the Comptroller of the Currency to commence
business as the Commercial National Bank of Little Rock, the Feder-
al Reserve Board approves the application filed by your bank on
behalsr of such national bank for permission to act, when not in
SOntravention of State or local law, as trustee, executor, adminis-
rator, registrar of stocks and bonds, guardian of estates, assignee,
Teceiver, committee of estates of lunatics, or in any other fiduciary
€abacity in which State banks, trust companies or other corporations
Which come into competition with national banks are permitted to act
under the laws of the State of Arkansas, the exercise of all such
Tights to pe subject to the provisions of the I'ederal Reserve Act

fnd the regulations of the Federal Reserve Board.

"After the conversion of the Bankers Commercial Trust Company

Into the Commercial Netional Bank of Little Rock becomes effective
and the Comptroller of the Currency authorizes the national bank to
Comuence business, the board of directors of the latter bank should
adopt g resolution ratifying the action taken on its behalf by your
bank iy making application for permission to exercise trust powers,
ad it i5 pequested that a certified copy of the resolution so
8dopted be forwarded to the Federal Reserve Board for its records
as.s°on as possible. TWhen a copy of such resolution has been re-
ceived by the Board, a formal certificate covering the right of the
Comnereial National Bank of Little Rock to exercise trust powers
"11 be forwarded to it."

Approved.

Letter dated February 9, 1934, approved by four members of the

Boarg
» to Np, O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
approves a reduction in the common capital stock of 'The
g Ville National Bank', Plantsville, Connecticut, from $50,000
s @25'000. pursuant to & plan which provides that the bank's
przit&l Shall be increased by the sale at par of g253000 par value
Warderred stock, the proceeds of which shall be applied first to-
oo the retirement of bills payable, and which a}so provides that
be 048 released by the reduction in common capital stock shall
alluaed to eliminate substandard assets and securities depreciation,
88 set forth in your memorandum of February 2, 1934."

Boarg
Plants

Approved.
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Letter dated February 8, 1934, approved by five members of the
Bo :
ard, to Mr, Of'Connor, Comptroller of the Currency, reading as follows:

"The Federal Reserve Board approves a reduction in the common
‘@pital stock of the 'First National Bank of Hattiesburg', Hatties-
bur@’ Mississippi, from $350,000 to $100,000, pursuant to a plan
Which provides that the bank's capital shall be increased by the
Sale at par or $500,000 par value preferred stock to the Recon-
Struction Finance Corporation, and that the funds released by the
Teduetion in common capital stock shall be used to eliminate g
cOI'I‘GSpondin,«z amount of substandard assets, all as set forth in
Jour letter of February 1, 1934."

Approved.

Letter dated February 9, 1934, approved by five members of the

Bog
™, to br. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
?Oard approves a reduction in the common capital stock of the
Comnercig] Merchants National Bank and Trust Company of Peoria',
Peoria, Illinois, from $2,000,000 to 81,500,000, pursuant to a
Plan whicn provides that the bank's capital shall be increased by
he sale at par of $500,000 par value preferred stock to the Re-
®onstruction Finance Corporation, and that the funds released by
® reduction in common capital, together with a portion of the
80k's surplus, undivided profits and reserves, shall be used to
eliminate, if the bank has not already done so, substandard assets,
Securitieg depreciation, and depreciation in banking house and
Titure and fixtures, in the amount of approximately $1,220,653,
a8 set forth in your memorandum of January 31, 1934."

Approved.

Letter qated February 8, 1934, approved by five members of the

an
rd : 3
» %o Mr, O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recormendation, the Federal Reserve

Board approves a reduction in the common capital stock of the 'First

Yational Bank of Pana', Pana, Illinois, from 475,000 o 425,000,
Wsuant to o plan which provides that the bank's capital shall be
NCrengeg by the sale at par of $50,000 par value preferred stock
th he Reconstruction Finance Corporation, and provides also that

© Tunds released by the reduction in cormon capital stock shall

&e used to eliminate a corresponding amount of unsatisfactory assets

o that g voluntary contribution of approximately $6,400 shall be
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"raised locally, all as outlined in your memorandum to the Board ¢
dateg January 25, 1934."

Approved.

Letter dated February 8, 1934, approved by five members of the

&mrd’ Yo Lr, 0'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recammendation, the Federal Reserve

Boarg approves a reduction in the common capital stock of 'The

Firﬁt National Bank of Converse', Converse, Indiana, fram {40,000

L $10,000, pursuant to a plan which provides that the bank's

apital shall be increased by $25,000 Class 'A' preferred stock

© e s0ld to the Reconstruction Finance Corporation amd $15,000

lass 'pr preferred stock to be sold locally, that the released

Capital funds shall be used to eliminate substandard assets and

Securitieg depreciation, and that the bank's surplus shall be brought

" to lawful requirements by local contribution, all as set forth
your memorandum of January 30, 1934."

i; Approved.

Letter dated rebruary 8, 1934, approved by five members of the

Bog :
T to 1, O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
M approves a reduction in the common capital s?ock of '"The
fﬂrghants National Bank of Aurora', Aurora, Illinois, from 300,000
° ¥150,000, pursuant to a plan which provides that the bank's
apita) Shall be increased by the sale at par of 3250,000 par value
preferred stock to the Reconstruction Finance Corporation fram the
§r°ieeds of which the preferred stock now outstanding in the amount
! #100,000 and held locally will be retired, and which also pro-
ey °8 that the funds released by the reduction in common capital
tiOCk shall be used to eliminate unsatisfactory assets and securi-
ases depreciation and to establish a surplus fund of {70,000, all
S8t forth in your memorandum of January 29, 1934."

Boarg

Approved.

Letter qateq February 9, 1934, approved by five members of the

» To My, O'Connor, Comptroller of the Currency, reading as follows:

] Bog "In @ccordance with your recommendation, the Federal Reserve
Firgi 8pDProves a reduction in the cammon capital stock of 'The

to an-@tional Bank of Montrose', Montrose, Colorado, from 100,000
$50'000, pursuant to a plan which provides that the bank's
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"capital shall be increased by the sale at par of $50,000 par
Value preferred stock to the Reconstruction Finance Corporation,
8nd that the funds released by the reduction in common capital
Shall be used to eliminate substandard assets, all as set forth
in your memorandum of January 30, 1934."

Approved.
Letter dated February 8, 1934, approved by five members of the
ir. 0'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation the Federal Reserve
Boarg approves a reduction in the common capital stock of 'The
Eirst National Bank in San Leandro', San Leandro, California, fram
¥100,000 to $50,000 pursuant to a plan which provides that the
bank' g capital shall be increased by the sale at par of £50,000
Par value preferred stock to the Reconstruction Finance Corpora-
tlon and that the funds released by the reduction in common ecapi-

&l stock shall be used to eliminate substandard assets in the
aMount of approximately 350,000, all as set forth in your letter
°f January 26, 1934."

Approved.
Telezram dated February 8, 1934, approved by five members of
Wi Board, to jr, Williams, Federal Reserve Agent at the Federal Re-
*eIve Ban of Cleveland, stating that the Board has considered the
application of the "Central United Company"”, Cleveland, Ohio, for a
Voting Pérmit under authority of section 5144 of the Revised Statutes
o the United States, as amended, entitling such organization to vote
® Stock which it owns or controls in the "Central National Bank of
chardon"'

» Chardon, Ohio, and has authorized the issuance of a limited

Sm
1t %o the applicant, subject to the following conditions:

"First. Prior to the issuance of the limited voting permit
v authorized ipplicant shall agree that

"(1) within such time as shall be fixed by the Federal
Reserve Agent at the Federal leserve Bank of Cleveland, the
Undersigned will cause Central National Bank of Chardon to
Charge orf or otherwise eliminate, if it has not already
One so, (a) estimated losses in loans and discounts, (b) de-

hereb
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"preciation in stocks and defaulted securities, (c¢) deprecia- y
tion in securities not of the four highest grades as classified
by an investment service organization regularly engaged in the
business of rating or grading securities and (d) all other
losses, such charge offs or eliminations to be based on a cur-
rent examination or ecredit investigation and to be of such
hature and extent and in accordance with such plan or plans,
whether or not calling for an increase in the capital funds of
Such bank as shall be satisfactory to the Comptroller of the
Currency and to the Federal Reserve Agent at the Federal Reserve
Bank of Cleveland. '

"(2) All assets of such subsidiary bank which may be charged
Off or otherwise eliminated pursuant to the foregoing clause
humbered (1) of this agreement shall remain the property of such
bank and shall not be distributed to the shareholders of the
undersigned or of such bank or otherwise released in any manner
whatsoever.

"(3) The undersigned will cause such subsidiary bank to make
Such corrections as shall be requested by the Federal Reserve
Agent at the Federal Reserve Bank of Cleveland in order to re-
Move the cause of any ceriticism relating to any feature of its
‘ Practices, policies, management or financial condition which
{} has been made by the appropriate supervisory authorities.

ﬁ N "Se§ond. Simultaneously with the issuance of the limited vot-
NE% Permit hereby authorized there shall be issued to Uentral United
ional Bank of Cleveland, Cleveland, Ohio, the limited voting
Permit authorized in the Board's telegram to you of this date."

a
4 for the following purposes:
& "l. To elect directors of such bank at any meeting of its
Areholders, or at any adjournment thereof, at any time prior to
hatui’ 1934, and to act thereat upon such matters of a routine
Dank € as are ordinarily acted upon at the amual meeting of such
o "2. At any time prior to May 1, 1934, to act upon a proposal
* grOPOSals to authorize and effect an increase in the capital funds
VideSCh bank and to do all things necessary for such purpose pro-

s that such proposal or proposals shall be in accordance with a
Visg Or plans which shall be satisfactory to the appropriate super-
Resery authorities and to the Federal Reserve Agent at the Federal

TVe Bank of Cleveland."

® tele

i 8ram also authorized the agent to have prepared by counsel for
e

\\ Fe deral Tre 3 J

| ol Serve bank, and to issue to the Central United Company,
hnite

| 4 voting permit in accordance with the telegram when the condi-

tig
®Seribed therein have been complied with.

Approved.




In connection with the above there was presented a second tele- ﬁ
8mmxdated February 8, 1934, approved by five members of the Board, to

r, Williams, Federal Reserve Agent at the Federal Reserve Bank of

C
leveland, stating that the Board has considered the application of the

"

c 3

*0¥ral Uniteq National Bank of Cleveland", Cleveland, Ohio, for a
Vo :

tinﬁ Permit under authority of section 5144 of the Revised Statutes

of
the Uniteq States, as amended, entitling such orgenization to vote

th
® stock which it owns or controls in the "Central National Bank of

C
hardon": Chardon, Ohio, and has authorized the issuance of a limited

De :
it to the applicant, subject to the following conditions:

"First. Prior to the issuance of the limited voting permit
5 hereby authorized Applicant shall agree that
"(1) Within such time as shall be fixed by the Federal Re-
Serve Agent at the Federal Reserve Bank of Cleveland, the under-
signed will cause Central National Bank of Chardon to charge off
Or otherwise eliminate, if it has not already done so, (a) esti-
Tated losses in loans and discounts, (b) depreciation in stocks
8d defaulted securities, (c) depreciation in securities not
°f the four highest grades as classified by an investment ser-
Vice organization regularly engaged in the business of rating
OT grading securities and (d) all other losses, such charge offs
O eliminations to be based on a current examination or credit
investigation and to be of such nature and extent and in accord-
ance with such plan or plans, whether or not calling for an in-
°rease in the capital funds of such bank, as shall be satisfac-
tory to the Comptroller of the Currency and to the Federal Re-
Serve Agent at the Federal Reserve Bank of Cleveland.
"(2) a1 assets of such subsidiary bank which may be charged
Off or Otherwise eliminated pursuant to the foregoing clause
mbered (1) of this agreement shall remain the property of such
. and shall not be distributed to the shareholders of the
Wdersipned or of such bank or otherwise released in any manner
Whatsoever,
sy "(3) The undersigned will cause such subsidiary bank to make
r‘ Apch Corrections as shall be requested by the Federal Reserve
SNt at the Federal Reserve Bank of Cleveland in order to remove
| € cause ofp any criticism relating to any feature of its prac-
! 328, policies, management or financial condition which has been

>~

Made by ghe, appropriate supervisory authorities.
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"(4) Within such time as shall be fixed by the Federal Re-
Serve Agent at the Federal Reserve Bank of Cleveland and in any
event prior to May 1, 1934, the undersigned will rehabilitate
its own capital structure by means of voluntary contributions,
issuance of common stock and/or preferred stock, or otherwise,
in such amount and in accordance with such plan or plans as
shall be satisfactory to the appropriate supervisory authorities
and the Federal Reserve Agent at the Federal Reserve Bank of
Cleveland and will charge off or otherwise eliminate (a) esti-
mated losses in losns and discounts, (b) depreciation in stocks
and defaulted securities, (c¢) depreciation in securities not of
the four highest grades as classified by an investment service
Organization regularly engaged in the business of rating or
grading securities and (d) all other losses, such charge offs
Or eliminations to be based on a current examination or credit
investigation and to be of such nature and extent and in accord-
ance with such plan or plans for the rehabilitation of the under-
signed as shall be satisfactory to the Comptroller of the Cur-
Tency and to the Federal Reserve Agent at the Federal Reserve

of Cleveland.

"(5) All assets of the undersigned which may be charged off
Or otherwise eliminated pursuant to the foregoins clause num-
bered (4) of this agreement shall remain the property of the
Undersigned and shall not be distributed to its shareholders or
Otherwise released in any manner whatsoever.

"(6) The undersigned will make such corrections as shall be
Tequested by the Federal Reserve Agent at the Iederal Reserve

k of Cleveland in order to remove the cause of any criticism
Telating to any feature of its practices, policies, management
Or financial condition which has been made by the appropriate
Supervisory authorities.

"Second. Simultaneously with the issuance of the limited vot-

éng Permit hereby authorized there shall be issued to Central United
t;ﬁpgny’ CleVeland, Chio, the limited voting permit authorized in

fard's telegrem to you of this date."

d g
°T the following purposes:

d4ers, or at any adjournment thereof, at any time prior to

natype 1934, and to act thereat upon such matters of a routine

b € as are ordinarily acted upon at the annual meeting of such

ank,

or prga' At any time prior to May 1, 1934, to ac? upon a proposal

Pungg POsals to authorize and effect an increase in the capital

Proyj °F such bank and to do all things necessary for such purpose
ded that, such proposal or proposals shall be in accordance with

Visoan Or plans which shall be satisfactory to the appropriate super-

Resery AUthorities and to the Federal Réserve Agent at the Federal
Ve Bank of Cleveland."
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i telegrem also authorized the agent to have prepared by counsel
for the Federal reserve bank, and to issue to the Central United Na-
tlong) Bank of Cleveland, a limited voting permit in accordance with

ha telegran when the conditions prescribed therein have been complied
! With,

Approved.
Telegram to mr. Newton, Federal Reserve Agent at the Federal Re-
8g
Ve Bank of Sap Francisco, reading as follows:

"Please consider Board's telegram to you dated January 8,
beginning QUCTE ANCIGAR A. Transamerica Corporation UNQUOTE, as
amended by Board's telegram dated January 29, further amended by
hoding in clause ¢ (1) after words QUOTE the undersigned, if it

38 not already done so, will cause each of such subsidiary banks

QUOTE the words QUOTE except Bank of America National Trust and

Savings Association UNQUOTE Please advise the applicant that the
°8rd has authorized the issuance of this limited voting permit
UPon the condition that Bank of America National Trust and Savings
Association Wwill immediately, if it has not already done so, charge
SR B oblhaw se 5 tutinabe ‘4t Raast onebaif of all lossas. in

ans ang discounts, depreciation in stocks and defaulted secgri-
tles and all other losses as set up in the report of examination
e by 8. C. Beise as of September 18, 1933, completed January 12,
1934’ and the balance of such losses and depreciation not later
hid lay 13, 1934, it being the Board's understanding that assu?—
cces have been given on behalf of that bank by lessrs. Giannini
o4 Clary to Chief National Bank Examiner Folger that such charge
ity eliminations will be so made. Please consider similar
gmendment made in Board's telegram to you dated January 8 beginning
3E2TE,ANCIGAR A. Transamerica Bank Holding Compgny UNQUOTE and ad-
to ? Iransamerica pank Holding Company that limited voting permit

% 18 also issued on the understanding and condition referred
o aboye M

—

Approved.

* Walsh, Federal Reserve Agent at the Federal Reserve Bank

» Teading as follows:

"This ig 5 reply to your letter of January 23rd in which
Tequest tye Board to rule whether Commercial National Bank in
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"Shreveport, Shreveport, Louisiane, (herein called the *Applicant')
is a holding company affiliate of Continental-imerican Bank and
Trust Company, also of Shreveport, within the definition of the
Yerm 'holding company affiliate' in the Banking Act of 1933.

"From the data submitted to the Board in connection with the
4pplicant's application for a vobing permit under Section 5144 of
the Revigeq Statutes, as amended, it appears that Continental-
American Bank and Trust Company has outstanding 7,000 shares of
‘ommon capital stock of the par value of 5100 per share. It also
abpears that under a certain agreement dated December 3, 1932,
between The Commercial National Bank of Shreveport and the Appli-
eant, all of the assets of the former bank were transferred to

he latter in consideration of the latter's assumption of certain
li&bilities and that the assets so transferred included certain
Shares of the stock of Continental-American Bank and Trust Company.

is agreement expressly vested title to the assets transferred in

he Applicant ang gave the Applicent general power to deal with
hem. 1t a1so provided that if any of the assets transferred
Should be liquidated in an amount sufficient to indemnify the
Applicant for the liability which it assumed, the residue of such
A 88sets shoula thereupon be returned to, or held for the account

' of, a cormittee representing the stockholders of The Commercial
National Bank of Shreveport.

"In view of the foregoing provisions the right of the Appli-
‘ant to vote shares of stock transferred to it by The Commercial
Yationay Bank of Shreveport and the control which Applicant is en-
titleq to exercise with respect to such shares depends upon the
Tanner in which such shares were held by The Commercial National
of Shreveport prior to the execution of the agreement referred
i and, if such shares were held by The Commercial National Bank of
ShreVeport as collateral security for loans made by it, the right
°f the Applicant to vote such shares at this time can be deter-
Mineq only with reference to the various pledge agreements or

?e?standings between The Commercial National Bank of Shreveport
® 1%s respective pledgors. s
is o OB Page 3 of Exhibit G of the voting permit application it
i« Stated that the Applicant 'ovmns' 918% shares of the stock of
°ntin9ntal—American Bank and Trust Company. No explanation is
Ven of this ownership or of the mamer of its origin, but there
hoPeaTS 0 be no doubt that with respect to such shares Applicant
S control of the kind contemplated in the definition of a hold-
SOmpany affiliate in Section 2(e) of the Banking Act of 1933.
ea he same page of the application it is also shovm that Appli-
2% holgs among the assets transferred to it under the aforesaid

-

“(\ agre?ment of December 3, 1932, 356813 other shares of stock of

\ ‘Nental-imerican Bank and Trust Company and that as of the date
| he @pplication, December 5, 1933, 3013-1/3 of such shares were
‘ helq ’ ! el ' d exigible!

{ as collateral security for obligations 'due and exig .

“ 2 letter dated January 23, 1934, addressed to you, Applicant
Plaing that 90 of these shares have since been taken over by
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% "Applicant in satisfaction of one of such obligations. The exact
tems under which the 3681y shares of stock were held by The
Cormercigl National Bank of Shreveport are unknown to the Board,

Ut, in view of the general provisions of law regarding pledge

Agreements, it seems reasonable to assume that at least with
‘ Tespect to' the shares of stock securing overdue loans the Appli-
‘ant, as transferee, is either in a position in which it or its
Dominee can now vote such stock or in a position in which it can
Tightfully have the stock registered in its name or in that of its
Dominee so that it can then dictate the manner in which it shall
b6 voted. If 1t 1s in eithes position it would seem to have, with
Tespect to such stock, control of the kind referred to in the
Statutory definition of a holding compeny affiliate. Accordingly,

t appears to the Board that upon the basis of information con-

taineq in the voting permit application, Applicant controls a

maj°rity of the 7000 outstanding shares of stock of Continental-

American Bank and Trust Company and is a holding company affiliate

°f that bank.

"The Board recognizes that the status of the Applicant as a
h°1din8 company affiliate is to be determined in the light of all
Tat¥erial circumstances existing at a given time. It also recognizes
M ¥hat it bas not beem informed of all of the circumstances here

inVolved, that certain statements made in the documents submitted
v are not fully explained, that some of the questions can be
determineg only with reference to local law and that the informa-
ion heretofore submitted may not accurately present the situation
a8 it €Xists at the present time. Therefore, if the Applicant
isagrees with the conclusion reached by the Board, please request
%o furnisn to you such other facts and such explanations of

Statements already submitted as it deems relevant, and forward the

Same tq the Board together with any comments which you or your

¢Ounse] may wish to make. Please alsc forward to the Board in-

f°rmation a3 to the circumstances under which the Applicant became
the oumer of the 918} shares of stock of Continental-imerican Bank
8nd Trygy Company referred to above.

i "Because of the apparent probability that Applicant is a hold-

3 COmpany affiliate of Continental-imerican Bank and Trust Company

‘ Y Teason of control of a majority of the shares of capital stock

notthat bank arising from the facts discussed above,.tho Board has

ah glven consideration to the possibility that Applicant may be

of 31 IRg company affiliate within the definition in Section 2(c)

or he Banking Act of 1933 because of control in some other manner

banﬁ © election of a majority of the directors of the subsidiary

‘& Approved.

Letteor dated February 9, 1934, approved by five members of the

Bo
", to the

ederal reserve agents at all Federal reserve banks, reading
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"This refers to and supplements the Board's letter of September
13, 1933 (Xx-7587), with regard to the establishment of out-of-town
bTGHChes by State member banks. In addition to your recommendation
and comments and a copy of the complete report of the most recent
®Xamination of the bank requested in that letter you are requested,
When yoy submit to the Federal Reserve Board for transmission to the
CQmPtroller of the Currency an application for the approval of the
establishment and operation of an out-of-town branch by a State mem-
Ber bank, to furnish the Board with (1) information regarding the
Lumber of branches which the member bank will have including the
Proposeq branch which is the subject of the application and where
°&ch such branch is located, together with the date of its establish-
Dent, (2) advice as to present banking facilities in the place in
Which the branch will be located, (3) advice of your judgment as
%o the opportunity for the successful operation of a branch at that
Place by the member bank, (4) advice as to the scope of the functions
8d the character of the business which will be performed by the
fanch, (5) detailed information regarding the policy proposed to
Pe £01loweq with reference to supervision of the branch by the head
’ Office, (6) advice as to whether the appropriate State authorities
Ve approved the establishment of the branch and (7) a copy of an
®Pinion of the counsel for the Federal reserve bank as to whether
© branch would be established in conformity with requirements of
the Federal Reserve Act in view of the provisions of the State law,
"Toluding thovetn a copy of the State law authorizing the establish-
?ent Of branches or a reference thereto. It is understood of cou?se,
ihat In each case the Board will be furnished with any other detailed
nfOrmation with reference to the circumstances involved in the
Particular case which will be of assistance to the Board in advising
N ¢ Comptroller of the Currency of its views as to whether or not
® establishment and operation of the branch should be approved."

Pre

Approved.

Secretary's note: Pursuant to the action taken
a8t the meeting on February 8, 1934, the following
letter was addressed by the Governor to kir. E. G.
Bennett, Director of the Federal Deposit Insurance
Corporation, under date of February 9, 1934:

n

tion This refers to the draft of the proposed bill to amend Sec-
B b 128 or the Federal Reserve Act relating to the insurance of

% orifdep°sits which was left with me by the members of your Board
a li?ctors on February 7, 1934, and which was discussed by us at
| lne,
Unge "The Proposed bill would extend the insurance of deposits
T the Temporary Federal Deposit Insurance Fund until Ju;y L
o € permanent plan would not become effective until that

1955’ and ty,
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"date. The bill also would authorize the issuance of obligations

of the Corporation with the approval of the Secretary of the Treasury
8uaranteed both as to interest and prinecipal by the United States,
and such obligations so guaranteed would be eligible for discount

OT purchase by the Federsl reserve banks. In addition, the bill con-
tains certain other provisions of a detailed character.

"The Federal Keserve Board has given careful consideration to
the bi1) and feels that it is important that certain additional
Provisions relating to this subject should be included therein.

"It will be recalled that the Federal Reserve Board in November,
1933, after consideration, expressed the view that it would consider

the proceeds of capital notes and debentures purchased by the Recon-
Struction Finance Corporation as capital funds of State banks and as
Part of the unimpaired capital required of such banks for admission
to membership in the Federal Reserve System. This action was taken
alter consideration of the suggestion that the successful operation
Of the Federal Deposit Insurance Corporation would be seriously ham-
Pered by a contrary ruling. In view of the doubt on the question,
hoyever, the Board stated that it would request Congress to clarify
S situation by appropriate action; and it was understood that
‘ YOUr Corporation concurred in the suggestion that the law be S0
amended. It is believed that the bill which you have presented for
Consideration should include a provision to clarify this question.
"Subsection (e) of Section 12B of the Federal Reserve Act re-
QUires the Federal Reserve Board, in the case of a State member bank,
or the Comptroller of the Currency, in the case of a national bank,
© Certify upon the basis of a thorough examination of a bank apply-
18 for Class A stock in the Federal Deposit Insurance Corporation
"hether op not its assets are adequate to enable it to meet all of
lts liabilities to depositors and other creditors as shown by the
°%ks of the bank. In some instances, no doubt, banks will not be
elieible to obtain Class A stock in the Federal Deposit Insurance
OTDoration if the holders of capital notes and debentures issued
€ bank are creditors within the meaning of this provision.
these circumstances, it is believed that you will agree that this
S & question of importance affecting the accamplishment of the pur-
Poses of the provisions of Section 12B of the Federal Reserve Act
?::lthat it is highly desirable to exclude the holders of such cap-
K lotes and debentures from the term 'creditors' within the
anl§8 Of the provision referred to above. :
theiyp In many cases also banks have entered into agreemepts with
Pight depositors under which the depositors agregd to waive t?i
A after %o demand payment of a part of their dep031§ claim§ unti
% B Other claims against the bank should be sa?lsfied in an en-
Gert°§ Y0 provide for the elimination of losses in the bank. In
| eert§ 1 of these cases the bank issued to such depositors.deferred
amOuiilcates under which the bank agreed to pay the depositors the

of 4 Of their deferred deposits before any distribution 9f assets
fe bank o its stockholders, and in the event of the dissolution




l 517

2
/10/34 Pt

"of the bank the holders of the deferred certificates are entitled
Yo share in the assets of the bank after claims of other depositors
8nd other creditors have been provided for. If the owvmers of such
Subordinateq deposits are considered as other creditors within the
Teaning of subsection (e) above mentioned, many such banks may not
be eligible to obtain Class A stock in the Federal Deposit Insur-
&nce Corporation. Accordingly, it is important that the owners of
Sueh subordinated deposits should not be considered as other credi-
tors within the meaning of that subsection and that the law should
© amended so to provide.
"It is also noted that the bill which has been prepared makes
®ligible for discount or purchase at a Federal reserve bank deben-
ures of your Corporation which are guaranteed by the United States.
order that such debentures may be eligible not only for purchese
but alse as collateral security for advances to member banks by Fed-
°ral reserve banks under the provisions of Section 13 of the Federal
Reserve Act, it is suggested that an appropriate change be made in
he provisions of the bill to accomplish this purpose.
"The Federal Reserve Board is of the view that the amendments
@bove proposed should be adopted if the purposes of Section 12B of
; he Federal Reserve Act are to be properly effectuated and in order
& t national and State member banks of the Federal Reserve System
1OV entit)eq to the benefits of insurance under the Temporary I'und
Pecome Class A stockholders of your Corporation. Accordingly,
zhere have been incorporated in the draft of the bill which you
teft Vith me amendments designed to accomplish the purposes men-
“loned ang g revision of the proposed bill with the amendments so
‘eorporated is inclosed herewith.
bl "You are advised that the Federal Reserve Board would favor
®nactment of this bill with the amendments in question.
S "The provisions of subsection (y) of Section 12B of the Fed-
al Reserve Act relating to the Temporary Federal Deposit Insur-
;ize Fund by their terms apply only to deposits of members of the
d which have been made available since March 10, 1933, for with-
P&real in the usual course of the banking business. There is ap-
2 “tly no similar provision to be found in the law relating to
Whieﬁerm&nent plan for insurance of deposits; and, if deposits
othe have been subordinated to claims of other depositors agd
T creditors are to be excluded from the phrase *liabilities
Kok 03itors and other creditors' in subsection (e) 9r Section 12B
Visab?v? suggested, your Corporation may wish to consider the ad-
w°uldlllty of ineluding in the proposed bill a provision which
®xclude from insured deposit liabilities under the permanent
holdeiGPOSits which have not been made available by Clgss A stock-
2 8 Of the Corporation since March 10, 1933, for withdrawal in
Usua] Course of the banking business.”

dray,

0 dep

The revision of the proposed bill mentioned
in the above letter reads as follows:
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"To ameng Section 12B of the Federal Reserve Act so as to
extend for one year the temporary plan for deposit
insurance, permit a further period of preparation for
initiating the permanent plan, and for other purposes.
’Be it enacted by the Senate and House of Representatives of
Ihe United States of America in Congress assembled, That Section
Of the Federal Reserve Act is amended -- i
"(1) by striking out 'July 1, 1934' wherever it appears in
;ggsections (e), (1), and (y), and inserting in lieu thereof 'July 1,
ot

"(2) by striking out 'June 15, 1934' where it appears in the
last Sentence of the third paragraph of subsection (y), and insert-

1€ in lieu thereof 'December 15, 1934';

. "(3) by striking out 'June 30, 1934' where it appears in the
Tirsg Sentence of the fifth paragraph of subsection (y), and in-
Serting in 1jey thereof 'June 30, 1935';

"(4) by adding after the first clause of the second sentence in
Taph rive of subsection (y) the following: 'and the provisions
SUuch subsection (1) relating to the appointment of the Corporation
\ 88 Receiver shall be applicable to the members of the Temporary Fed-
*’ °Tal Deposit Insurance rFund.';
"and by striking out the initial words 'and the' in the second

¢lause Of the second sentence of paragraph five of subsection (y)
and inserting in lieu thereof the word 'The'; ‘
' "(5) by adding to paragraph six of subsection (y) the following:
cﬁh Orporation shall prescribe by regulations the manner of exer-
lgge °f the right of termination of membership in the Fund on July 1,

4, ang may require members of the Fund to give thirty days' notice
o 1o July 1, 1934, of election as a condition to withdrawal.

S Which withdraw from the Fund on July 1, 1934, shall be entitled
tzea refund of their proportionate share of any estimated balance in

d on the same basis as if the Fund had terminated under exist-

DParag
of

1Ilg law, :

"(6) by adding at the end of subsection (o) the following new
pal‘agl‘i’tph:

"'Such of the obligations authorized to be issued under this
subSQcti S

of ¢ On as the Corporation, with the approval of the Sgcretary
guarae TreaSUry, may determine, shall be fully and uchndltEonally
ang snteed both as to interest and principal by the United States
eventUCh guaranty shall be expressed on the face thereof. In the
due that the Corporation shall be unable to pay upon demagd, when
ﬁs Othé si Prineipal of or interest on notes, debentures, bonds, or

States ah Obligations issued by it, and guaranteed by the United

Pay tnder thisg baragraph, the Secretary of the Treasury shall

outg ore anount thereof, which is hereby authorized to be appropriated

therey, 30y moneys in the Treasury not otherwise appropriated, and

Treas Pon to the extent of the amounts so paid the Secretary of the
ury g

hall syceeed to all the rights of the holders of such
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"nOtes, debentures, bonds, or other obligations. The Secretary of
the Treasury, in his discretion, is authorized to purchase any
Oblications of the Corporation to be issued under this subsection b
vhich are guaranteed by the United States under this paragraph,
and for such purpose the Secretary of the Treasury is authorized
%o use as a public~-debt transaction the proceeds from the sale of yr
8ny securities hereafter issued under the second Liberty bond act, :
as a@mended, and the purposes for which securities may be issued under "
the secong Liberty bond act, as amended, are extended to include
8y purchases of the Corporation's obligations under this paragraph.

€ Secretary of the Treasury, may, at any time, sell any of the
obligations of the Corporation acquired by him under this peragraph.

1 redemptions, purchases, and sales by the Secretary of the Treasury
°f the obligations of the Corporation shall be treated as public-debt
transactions of the United States. The Secretary of the Treasury,
at.the request of the Federal Deposit Insurance Corporation, is il
duthorized to market for the Corporation such of its notes, deben-
tures, bonds, and other such obligations as are guaranteed by the i

ited States under this paragraph, using therefor all the facili- I

€S of the Treasury Department now authorized by law for the ;
Marketing of obligations of the United States. The proceeds of the ¢
_ Obligations of the Corporation so marketed shall be deposited in
‘P © Same manner as proceeds derived from the sale of obligations
°f the United States, and the amount thereof shall be credited to
he Corporation on the books of the Treasury.'

"(7) by inserting after the first sentence of subsection (p)
Yhe following new sentence: i
"'Any such obligations which are guaranteed by the United States

Wder the second paragraph of subsection (o) shall be exempt from
iil S?Ch taxation (except surtaxes, estate, inheritance, and gift

Xesg), !
8 "(8) by inserting between the third and fourth sentences of
Ubsection (e) the following:
N "'For the purpose of such certification, the phrase "liability

®positors and other creditors" shall not include liabilities

§ﬁ°n Capital notes or debentures legally issued and outstanding,
| h&Su§°n Other oblizations of the bank, payable only after provision

€en made for the full satisfaction of all claims of depositors
Other creditors except claims upon such capital notes, such

debentures and such other oblizations.' .
sery "Sec. 2. The first paragraph of Section 9 of the Federal Re- g
adqi. °t as amended, (U.S.C. Title 12, Sec. 321), is amended by
as ;ng after the second sentence thereof a new sentence to read -
Ollows:
‘% e '"'For the purposes of membership of any such bank, the terms
& apitayn and "capital stock" shall include the amount of outstand-

l bng ®@pital notes and debentures legzally issued by the applying
| and purchased by the Reconstruction Finanee Corporation.'
Seet Sec, 3, (a) The first sentence of the eighth paragraph of
lon 13 of the Federal Reserve Act, as amended, is further
Ddeq by inserting before the comma after the words 'Section 13(a)

BASER
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"'of this Act' a comma and the following: 'or by the deposit or
Pledge or obligations of the Federal Deposit Insurance Corporation ‘
Which are guaranteed both as to principal and interest by the
United States'.

"(b) Paragraph (b) of Section 14 of the Federal Reserve
Act, as amended, is further amended by inserting before the comma
after the words 'bonds and notes of the United States' a comma and
the following: tobligations of the Federal Deposit Insurance Cor-
POration which are guaranteed both as to prinecipal and interest
bY the United States'."

In connection with the above matter there was presented a second
le :
tter: dated February 10, 1934, to lLir. Bennett, reading as follows:

"This refers to the Federal Reserve Board's letter of TFebruary
9, 1934, with regard to the bill proposed by your Corporation to
fmend Section 12B of the Federal Reserve Act, in which you were ad-
V}sed that the Board would favor the enactment of the bill as re-
Vised so as to incorporate certain amendments suggested by the Board.
: "It is understood from your conversation with CGovernor Black
pi Ol this subject following receipt by you of the letter referred to
) t your Corporation is agreeable to all of the amendments sug-
8ested by the Federal Reserve Board and will include them in the
bi1y %o be recommended to Congress, except the amendment contained
1o Paragraph (8) of Section 1 of the bill, as inclosed with the
%4rd's letter, which would insert between the third and fourth
Sentences of subsection (e) of Section 12B of the Federal Reserve
Aet the following:
g "'For the purpose of such certification, the phrase "liabil-
1ty to depositors and other creditors™ shall not include liabil-
ities upon capital notes or debentures legally issued and out-
Standing, or upon other obligations of the bank, payable only
after provision has been made for the full satisfaction of all
¢laims of depositors and other creditors except claims upon such
Capital notes, such debentures and such other obligations.'
t4 "It is further understood that your Corporation has no objec-
no:n to the enactment of such an amendment but feels that it would
tin be desirable %o propose it for enactment by Congress at t?is
: Inse' It is also understood, however, that the Federal Deposit
emurance Corporation, if the insurance of deposits under the :
Tu Porary pegeral Deposit Insurance Fund shall be extended until &
v, 1935, in accordance with the proposed bill, will recommend
2 of i;in With the Federal Reserve Board in reccmmending the enact@ent
ﬁ?& of © amendment in question upon the convening of the next session
Ongress’ with a view to obtaining such an amendment to the law

Or

i a
;{ sfficient time before the permanent plan of insurance becomes

°Ctive 80 that the certification of member banks to your Cor-
e N may be made on the basis proposed in the amendment; and,
Over, that if it should become evident that the insurance of

Poraty
‘ Moy o
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"deposits under the temporary plan will not be extended beyond

July 1, 1934, that your Corporation will join with the Federal
Reserve Board in recommending to Congress the enactment of an
@mendment of this kind as soon as possible.

"On the basis of the above understanding of the position of

Jour Corporation on this question, the Federal Reserve Board offers
10 objection to the omission from the proposed bill, as inclosed
With its letter of February 9, 1934, of the amendment contained in
Paragraph (8) of the first section thereof. It will be appreciated

T you will address a letter to the Board confirming the Board's
Wderstanding in this matter."

Approved.

Letter dated February 9, 1934, approved by five members of the

Bo
T, to the Secretary of the Treasury, reading as follows:

= "In accordance with the request of the Secretary of the
“Teasury under date of February 24, 1933, that a special inquiry
De instituted by the examiners of the Federal Reserve Board with

® View to determining whether the proper procedure is followed
8% sach of the Federal reserve banks and their branches in con-
U8ction with the issue, exchange and redemption of Government
SeCurities, there is transmitted herewith a copy of a special
;xamination by Assistant Federal Reserve Examiner Charles T.
alone, dated December 30, 1933, covering the Fiscal Agency De-
Partment of tne yederal Reserve Bank of Cleveland.

"This is the last of this series of special examinations,

reports of this kind relating to the other eleven Federal reserve
anks having been transmitted to your office heretofore."

Approved.

Letter dated February 9, 1934, approved by five members of the

BOQ
™, £o w : 3
» To My, Newton, Federal Reserve Agent at the Federal Reserve Bank

o a3,
Anta, Teading as follows:

examinTh?re are inclosed ome copy each of the reports of spegial
Ban Nations of the Fiscal Agency operations of tpe Federal.hese?ve
the r°£ Atlanta and its New Orleans Branch, @ade in connection with
Novem§6ular examination of your bank as at ﬁge closg of ?u31ness.
Cong >°r 18, 1933. The Board desires that the deta}led 1nf?rmatlon
of d§lned in these reports be brouzht to the attent}on ofﬁtne board
tionlreetors of your bank and that the Board be advised of any ac-
Vhich may be taken in connection therewith.

Orle "Particular attention is directed to that portion of the New
A0S Brancy report (pages 24 and 26) relating to dealings in
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"GOVernment securities by the managing director of the branch,
4cting on behalf of a client. The question has arisen whether
Such transactions, if handled at all by ir. Walker, should not ¢
be entirely divorced from the branch operations and conducted "
thr°u8h outside channels in the same manner as if they were not
handleq by the managing director.
"The Board would like to have your comments on the question

Of excessive War loan designations of Govermment depositaries which
is Commented upon (page 27) by the examiner; also in regard to the
Practice of placing in the collateral account allotments of Govern-
Dent Securities when they are paid for by War loan credit, regard-

€38 of whether such allotments were made on subscriptions for
‘Ustomers of a bank or for its ovn account. It is understood that

is matter is now receiving consideration by the bank's counsel
gﬁdzthe officers in charge of the Fiscal Agency Department (pages

=22). s

"The Board will also appreciate advice as to whether the

TeCommendations of its examiner (pages 35-37 in the Head office
Teport ang pages 31-32 of the branch report), in regard to audit-

€ and operating procedure have been adopted. These matters were

iscussed with the Ceneral Auditor as regards both the Head office
and the New Orleans Branch, and with the managing director of the
New Orleans Branch as regards that Branch.”

Approved.

Letter dateq February 9, 1934, approved by five members of the /

Soay,
d /
: » to Governor Calkins of the Federal Reserve bank of San Francisco,

Qac
Salmay Of the Governors' Conference, reading as follows:

n

the ¥ It appears from a review of the reports of examinations of
e

the deral reserve banks and from other information av§ilable to
Specfoard that the banks do not have a uniform poliey with re-

clos to the absorption of expecnses of collection of paper of
aecu;d banks and that in same instances the expenses absorbed have
Tese Wated to very large amounts. The practices of the ?ede?al
est'ive banks vary also with respect to the basis upon which inter-
hag bs charged in the case of closed banks. For these reasons it
the neen Suggested that the subject might well be considered by'

. JoVernors at their next conference, with a view to determining
theszossibility of working out a more nearly uniform poliey in
ation ters and it will be appreciated if you will give consider-

0 this suggestion."

Approved.

Lettepg dated February 8, 1934, approved by five members of the

» to 2o
8PPlicants rop permits under the Clayton Act, advising of ap-
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Proval of their applications as follows:

Mr. T. Gooke Wilson, for permission to serve at the same time as

8 director of The American National Bank of Beaumont, Beaumont,

Texas, and as a director of the Houston branch, Federal Reserve
k of Dallas, Houston, Texas.

Mr. R, . Farrar, for permission to serve at the same time as a .
director and officer of The Union National Bank of Houston,

HOuSton, Texas, and as a director of the Houston branch, Federal

Reserve pank or Dallas, Houston, Texas.

Approved.

There were then presented the following applications for original

8tq
¢k, or for the surrender of stock, of Federal reserve banks:

A ;
B %1°&t10ns for ORIGINAL Stock: Shares

Strict No. 3.

Shem National Bank,
lehen, Pennsylvania 5 S

D
Gisté'iet No. 7.
Y National Bank of Grundy Center, i

dy Center, Iowa 36 36
g::tll'ict No. 10 -
r ~ : :
o rﬁd National Bank of Grand Island,
d Island, Nebraska 68 422
Total
D11 cat s
Diati§221§ns for SURRENDER of Stock:
First i\ 00 2.
The Naf?tl°nal Bank, Secaucus, New Jersey 90
of ohal Exchange Bank amd Trust Co.
. W York, Brooklyn, New York 1,200 1,290
Ci:irict No, 5, '
1116 Tats
Cher i atlonal Bank’ :
D ryvllle, North Carolina 90 90 :
Fi::iict No, 7
Natj -
gt S::lonal Bank, East Peoria, Illinois 36
Trg Iat?"nﬂl Bank, Council Bluffs, Iowa 222
Mrgt oy oal Bank, Hillsdale, Michigan 84
Eirst N t%°nal Bank, lianistee, Michigan 72

3tlonal Bank, shullsburg, Wisconsin L 80.. 474
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& :
T lic&tlons for SURRENDER of Stock: (Continued) Shares

312“““ No. 10. _
Firzt National Bank, Eaton, Colorado 39 ¥
National Bank, Aurora, Hebraska 60 99 ¢
Total 1,953
Approved.
Thereupon the meeting adjourned.

‘}‘ oy ; ) ;fw;‘

AZen JY YO

T " Seeretary.

A'ppl":"fed:

Chairman, Executive Committee.






