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A meeting of the Federal Reserve Board was held in Washington

on Wednesday, May 2, 1934, at 2:30 p. in.

PRESENT: Yr. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. Tames
NT. Thomas
Mr. Szymczak

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Bethea, Assistant Secretary
Mr. Martin, Assistant to the Governor
Mr. Wyatt, General Counsel
Mr. DuBois, Assistant Counsel

The minutes of the meetings of the Federal Reserve Board held

on April 23 and 26, 1934, were approved.

The Board then considered and acted upon the following matters:

Telegrams dated May 2, 1934, from Mr. Curtiss, Chairman of the

Federal Reserve Bank of Boston, Mr. Austin, Chairman of the Federal Re-

serve Bank of Philadelphia, and 2.:r. Wood, Chairman of the Federal Re-

serve Bank of St. Louis, all advising that, at meetings of the boards

of directors today, no changes were made in the banks' existing sched-

ules of rates of discount and purchase.

Without objection, noted with approval.

Memorandum dated April 28, 1934, from Mr. Morrill submitting a

memorandum dated April 20, 1934, from Er. Paulger, Chief of the Divi-

sion of Examinations, with regard to the assignment, with the approval

Of Governer Black, of Mr. Herman C. King, Assistant Federal Reserve Ex-

aminer, for temporary service with the Export-Import Bank; and stating

that during the period of the assignment Mr. King's salary will be paid

by the Export-Import Bank, and that, accordingly, Governor Black
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recommends that the Board approve for Mr. King a leave of absence with-

out pay for a period not to exceed three months from April 20, 1934,

with the understanding that if his services are required by the Export-

Import Bank beyond that period the matter will again be taken up with

the Board. The recommendation was approved by five members of the Board

on May 1, 1934.

Approved.

Memorandum dated April 28, 1934, from Mr. Paulger, Chief of the

Division of Examinations, recommending that the temporary appointment of

Mr. James F. Furbershaw as a stenographer in the division be extended

for an additional sixty days on the same terms as his previous employ-

ment. The recommendation was approved by five members of the Board on

May 1, 1934.

Approved.

Memorandum dated May 2, 1934, from the Committee on Salaries

and Expenditures, submitting a letter dated March 27, 1934, from Mr.

Sailer, Deputy Governor of the Federal Reserve Bank of New York, which

requested approval of changes in the personnel classification plan of

the bank to provide for changes in the salary ranges of two positions,

the creation of one new position, and the discontinuance of three posi-

tions, in various departments of the bank, and recommended an increase

from 0,500-34,000 to 0,00045,000 in the salary range for the posi-

tion of Supervisor, General Ledger Section, Bookkeeping Division of the

Accounting Department. The memorandum stated that the committee con-

ferred with Mr. Sailer regarding the necessity for the latter change;
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and that Mr. Sailer, in his letter of April 30, withdrew his original

recommendation and substituted therefor a recommendation that the Board

approve a salary increase of .,200 per annum for Er. Herbert W. Freeland,

Jr., the Supervisor in question, which would make his salary -;4,200 per

annum or :,,200 above the maximum of the grade. The memorandum stated

also that the committee had reviewed the changes proposed and recommends

that they be approved, and that the Board approve an annual salary at

the rate of 1,200 for Mr. Herbert W. Freeland, Jr., as recommended in

Mr. Sailer's letter of April 30.

Approved.

Letter dated May 1, 1934, approved by six members of the Board,

to the board of directors of "The Commercial Savings Bank Company",

Galion, Ohio, stating that, subject to the conditions prescribed in the

letter, the Board approves the bank's application for membership in the

Federal Reserve System and for the appropriate amount of stock in the

Federal Reserve Bank of Cleveland.

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to flr. Williams, Federal Reserve Agent at the Federal Reserve

Bank of Cleveland, reading as follows:

"Reference is made to the analysis of the report of examina-
tion of The Cleveland Trust Company, as of June 16, 1933, which
was forwarded with Mr. Fletcher's letter of March 24.

"Losses estimAted in the report of examination amounted to
:10,494,920.02, in addition to which assets of . 7,009,910.83 were
classified as doubtful and loans amounting to 2,425,426.39 were
classified as of undetermined value. According to the information
submitted, during the period June 16, 1933 to March 14, 1934, the
bank charged off losses of approximately 0,000,000. Net charge
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"offs during that period on account of depreciation in securities
amounted to approximately :380,000, although at the time of exam-
ination depreciation in stocks and defaulted bonds amounted to ap-
proximately ii,3,035,000, and depreciation in other securities not
in the four highest grades amounted to approximately :;:2,915,000.

"The bank reports that since the date of examination there
has been a substantial improvement in collateral loans and un-
doubtedly there has been some improvement in the bank's security
holdings. Nevertheless, it would appear that the bank has not made
adequate provision for losses in its assets. As indicated in the
Board's letter of April 6, 1934, X-7848, the Board has consistently
maintained the position that losses as classified by the examiner
should be charged off or otherwise eliminated from the bank. It is
understood that an examination of the bank is now being made but
unless the examination is to be completed at an early date and cor-
rections made at that time, it is believed that the bank should not
defer the elimination of losses from its assets, but should do so
at this time in order that its reports and published statements re-
flect its true condition, and you are requested to endeavor to ob-
tain such action on the part of the bank. In the interests of co-
operation, it may be advisable to take this matter up first with
the State banking authorities.

"Please keep the Board advised as to the further action taken
by the bank in connection with the elimination of losses."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Mr. Wood, Federal Reserve Agent at the Federal Reserve Bank

Of St. Louis, reading as follows:

"In reviewing the report of examination of the Franklin County
Bank, Washington, Missouri, as of December 26, 1933, and the in-
formation submitted in connection therewith, it has been noted that
you have brought to the attention of the board of directors of the
bank the important matters shown in the report of examination which
require corrective action. It has been noted also that the bank
contemplates the sale of 40,000 capital notes to the Reconstruc-
tion Finance Corporation and that on consummation of this plan of
recapitalization you will require the elimination of the estimated
losses shown in the last report of examination. Please advise when
this has been accomplished and furnish the Board with a copy of
any amendment to the bank's charter which may be adopted for the
purpose of effecting the proposed change in the capital stock.

"From the information submitted there is no evidence of any
plan to eliminate depreciation in lower grade securities which on
the date of the examination amounted to „:12,425. While it may not
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"be feasible to obtain further correction at this time, the Board
feels that the bank's published statements should reflect its true
condition and that the estimated losses and depreciation in secur-
ities, other than those of the four highest grades, should be
charged off or otherwise eliminated. It will be appreciated, there-
fore, if you will bring this matter to the attention or the bank
with the view of securing such action as soon as practicable.

"In the interests of cooperation, it may be advisable to take
this matter up first with the Commissioner of Finance of the State
or Lissouri."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to idr. Noel Rush, President of the Lincoln Bank and Trust Com-

pany, Louisville, Kentucky, reading as follows:

"On September 19, 1929, representatives of the Lincoln Bank
and J2rust Company, Louisville, Kentucky, appeared before the Fed-
eral Reserve Board and discussed the question of real estate bonds
sold by the bank with its guarantee. At that time an informal un-
derstanding was reached that without waiving or modifying the terms
and conditions prescribed in the Board's letter of Yuly 22, 1925,
to I/:r. Dunkerson, Vice -iresident of the Lincoln Bank and Trust Com-
pany, the Board would take no steps at the time to enforce strict
compliance with the terms and conditions set forth therein. This
understanding had special reference to the condition regairing that
the total liability of the Lincoln Bank and Trust Company as ob-
ligor on bonds issued by it and as guarantor of notes or bonds
secured by real estate mortgages and sold by it, plus its aggregate
liability to depositors, should not, at any time, exceed an amount
equal to ten times its unimpaired capital and surplus.

"For some time the Board has been prescribing as a standard
condition of membership a condition to the effect that the appli-
cant bank

 shall maintain an amount of paid-up and unimpaired capi-
tal and unimpaired surplus which, in the judment of the Federal
Reserve Board, will be adequate in relation to its total deposit
liabilities, having due regard to the general principle that a
bank's capital and surplus ordinarily should not be less than
one-tenth of the average amount of its aggregate deposit liabil-
ities and, in same circumstances, should be more than one-tenth
of such amount.'

"In accordance with this policy, you are informed that the
Lincoln Bank and Trust Company will be expected to observe strictly
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"the terms and conditions set forth in the Board's letter of July
22, 1925. It is understood that the Lincoln Bank and Trust Company
has made application to the Reconstruction Finance Corporation for
the purchase of preferred stock, and it is hoped that the bank will
take this opportunity of providing a capital structure which will
be altogether adequate in relation to the liabilities of the bank,
both on account of deposits and on account of real estate bonds and
mortgages sold."

Approved, together with a letter, also
dated April 30, 1934, and approved by five
members of the Board, to Lr. Wood, Federal
Reserve Agent at the Federal Reserve Bank of
St. Louis, reading as follows:

"Reference is made to the report of examination of the Lincoln
Bank and Trust Company, Louisville, Kentucky, as of February 17, 1934,
and to your two letters of April 10, 1934, in connection therewith.
The Board has today written to the president of the Lincoln Bank and
Trust Company referring to the informal understanding reached Septem-
ber 19, 1929, regarding the nonenforcement at the time of strict
compliance with the conditions prescribed in the Board's letter of
July 22, 1925, and advised him that the bank would now be expected
to comply strictly with the terms and conditions set forth in the
letter of July 22, 1925. A copy of the Board's letter to the presi-
dent of the bank is inclosed.

"At the meeting with representatives of the Lincoln Bank and
Trust Company on September 19, 1929, the representatives of the bank
were given to understand that the Board would give the bank reason-
able notice and an opportunity to confer with the Board before in-
sisting upon strict compliance with the conditions prescribed in
its letter of July 22, 1925. In the letter forwarded to the bank
today, therefore, no date has been specified within which the bank
shall adjust its capital ratio, but it is believed that this should
be accomplished in the near future when the bank issues preferred
stock, and if a satisfactory adjustment is not made within a reason-
able time, you are requested to advise the Board as to the situation.

"The report of examination as of February 17, 1934, showed
depreciation of 412,626.55 in securities, no part of which was
classified as loss inasmuch as there was no depreciation in the
bank's holdings of stocks and defaulted bonds. In discussing with
representatives of the bank the eliminations to be made, it is
assumed that you will bear in mind the policy as expressed in the
Board's letter to you dated April 4, 1934, and endeavor to obtain
the elimination of depreciation in securities other than those in
the four highest grades.

"It has been noted from the report of examination that the
bank is operating an insurance department. The Board's records
do not show that such a department was being operated at the time
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"that the bank was admitted to membership in 1919 and it will be
appreciated if you will advise the Board whether the department
has been established since the date of admission to membership,
and, if so, to forward your recommendation in the matter.

"Please keep the Board advised as to the corrections made of
the matters criticized in the report of examination."

Letter dated May 1, 1934, approved by five members of the Board,

to Mr. Wood, Federal Reserve Agent at the Federal Reserve Bank of St.

Louis, reading as follows:

"Reference is made to the report of joint examination of the
Pine Lawn Bank, Pine Lawn, Missouri, as of Xanuary 13, 1934, and
the analysis thereof.

"It is noted that the State examiners required the charge-off
of estimated losses amounting to2,398.60, consisting of estimated
losses of c260 in loans and depreciation amounting to ̀ ,2,138.60 in
defaulted bonds, and that during the examination the bank charged
off only the estimated losses in loans. It will be appreciated if
you will advise the Board what action has been taken by the bank to
eliminate depreciation in securities. In this connection, reference
is made to the Board's letter to you of April 4, 1934, regarding
the minimum amount of depreciation in securities which should be
eliminated, if possible, by State member banks.

"While no adverse comment was made in the analysis of the re-
port under the caption 'Character of Management and Control', it
is noted, paragraph 12 of the analysis, that the examiners suggest-
ed that the bank employ a competent man as cashier to assist the
president in the management of the bank. It will be appreciated,
therefore, if you will advise the Board as to your views regarding
the necessity of strengthening the management and the action taken
by the bank in this respect."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Mr. Walsh, Federal Reserve Agent at the Federal Reserve Bank

Of Dallas, reading as follows:

"Reference is made to the analysis of examination as of March
17, 1934, of The First State Bank, Dodsonville, Texas.

"From the information submitted, there is no evidence that the
estimated losses have been eliminated from the bank's assets. The
Board feels that a bank's published statements should reflect the
true condition of the bank and that estimated losses as classified
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"by the examiner should be promptly charged off or otherwise elim-
inated, and it will be appreciated if you will advise the Board
what action has been taken by the bank in this respect.

"If the losses as classified in the report of examination as
of Larch 17, 1934 have not already been charged off or otherwise
eliminated, it is requested that you endeavor to obtain such action
by the bank. In the interests of cooperation, it may be advisable
to take this matter up first with the appropriate State authorities."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Er. Stevens, Federal Reserve Agent at the Federal Reserve Bank

of Chicago, reading as follows:

"Reference is made to your letter of February 14, 1934, re-
garding the certification of the Citizens State Bank of Sheboygan,
Jisconsin, to the Federal Deposit Insurance Corporation. It is
noted that you recommend certification of this bank on the basis
of the report of joint examination as of October 30, 1933.

"In his letter of Larch 1, 1934, regarding the branches of
the Citizens State Bank of Sheboygan at Cedar Grove and Sheboygan
Falls, Wisconsin, Mr. Young stated that the bank would be examined
again within ninety days from that date. In the circumstances, it
is believed that the later report should serve as the basis for
certification.

"It is noted that the examination as of October 30, 1933, did
not include an examination of the bank's trust department. Inas-
much as the required certification must be 'upon the basis of a
thorough examination', it is requested that you instruct your ex-
aminer to make an examination of the trust department at the time
of the next examination of the bank."

Approved.

Letter dated May 1, 1934, approved by three members of the Board,

to "The First National Bank in assillon", Lassillon, Ohio, reading as

follows:

"The 'Aderal Reserve Board approves your application for per-
mission to act, when not in contravention of State or local law,

as registrar of stocks and bonds, the exercise of such right to be
subject to the provisions of the Federal Reserve Act and the regu-
lations of the Federal Reserve Board.
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"This letter will be your authority to exercise the fiduciary
power as set forth above. A formal certificate covering such auth-
orization will be forwarded to you in due course."

Approved, together with a letter, also
dated Nay 1, 1934, and approved by three
members of the Board, to lab. :finials, Feder-
al Reserve Agent at the Federal deserve Bank
of Cleveland, reading as follows:

"There is transmitted herewith for your information and files
a copy of the Board's letter of Nay 1, 1934, to The First National
Bank in Lassillon, Massillon, Ohio, authorizing that bank to act
as registrar of stocks and bonds.

"In considering the application of the above bank it has been
noted from the report of examination of April 11, 1934, that during
its corporate existence of a little less than one year it has become
over-extended, its borrowings from the reserve bank amounting, on
April 11, 1934, to :,;395,000 or nearly twice its capital. In addi-
tion, its statement of that date shows 'bonds borrowed' of ,;:170,000,
and an investment in banking house, furniture and fixtures in ex-
cess of the combined capital and surplus. The bank is subject to
criticism on account of its granting of large lines and excess
loans, particularly the concentration in loans dependent on the
rubber industry in an amount too large for an institution of this
size. It has been noted also, from the confidential section of the
national examiner's report of examination, that the president of
the bank is criticized as having had no practical bank executive
experience, and according to the examiner, appears to be reckless
and to have some 'wild' ideas about bank operations.

"Ordinarily the Board would not look with favor upon granting
any trust power to an institution whose application involved the
unfavorable factors enumerated above. In the instant case, however,
the bank has applied to act only as registrar of stocks and bonds
and the Board has given consideration to the nature of the duties
involved in the exercise of such power, which do not include the
handling of trust accounts or the investment of trust funds, to the
business as registrar which is immediately available to the bank
and its value to it, and to the various facts and circumstances
surrounding the organization of the applicant bank.

"In the circumstances, the Board reached the conclusion that
it could grant the single trust power applied for without depart-
ing from its usual policy of requiring institutions applying for
fiduciary powers to measure up to the customary high standards with
which you are familiar. Such favorable action, therefore, should
not be construed as indicating that the Board would be willing to
approve the bank's application for full trust powers which it is
understood has already been submitted to you by the bank and the
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"Board suggests that you give consideration to the desirability
of taking up with the management of the institution, either direct-
ly or through the Chief National Bank Examiner for your district,
the various matters of criticism contained in the recent report
of examination with a view to obtaining such corrections and
changes in operations and policies as may appear necessary before
consideration is given to the bank's application for additional
trust powers."

Letter dated April 30, 1934, approved by five members of the

Board, to Lr. W. E. Tooley, Cashier of the First National Bank in Minot,

North Dakota, reading as follows:

"Reference is made to the resolution adopted by the Board of
Directors of your bank signifying the bank's desire to surrender
its right to exercise the trust powers which have been granted to
it by the Federal Reserve Board.

"The Board understands that the First National Bank in Minot,
Minot, North Dakota, has been discharged or otherwise properly
relieved in accordance with the law of all of its duties as fi-
duciary. The Board, therefore, has issued a formal certificate
to the First National Bank in Minot certifying that it is no longer
authorized to exercise any of the fiduciary powers granted by the
provisions of Section 11(k) of the Federal Reserve Act. This cer-
tificate is inclosed herewith.

"In this connection, your attention is called to the fact
that, under the provisions of Section 11(k) of the Federal Reserve
Act, as amended, when such a certificate has been issued by the
Federal Reserve Board to a national bank, such bank (1) shall no
longer be subject to the provisions of Section 11(k) of the Federal
Reserve Act or the regulations of the Federal Reserve Board made
pursuant thereto, (2) shall be entitled to have returned to it any
securities which it may have deposited with the State or similar
authorities for the protection of private or court trusts, and
(3) shall not exercise any of the powers granted by Section 11(k)
of the Federal Reserve Act except with the permission of the Fed-
eral Reserve Board."

Approved.

Letter dated May 1, 1934, approved by five members of the Board,

to Mr. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
Townsend National Bank', Townsend, Eassachusetts, from 0.00,000
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"to :'.!50,000, pursuant to a plan which provides that the bank's
capital shall be increased by 50,000 of common stock to be paid
for with the proceeds of the secured .:50,000 guaranty bond now
held by the bank against the depreciation in its bond account,
and that the released capital, toether with the bank's surplus
and undivided profits, shall be used to reduce the book value of
lower ,.rade securities to present market values, all as set forth
in your memorandum of April 17, 1934.

"In considering the plan under which the reduction in common
capital is to be effected it was noted that after the proposed
adjustments are completed securities depreciation remaining un-
provided for, if considered as a loss, would impair the bank's
capital to the extent of approximately -:,,17,600. It is assumed,
however, that you have this condition in mind and will require
further corrections as soon as it is feasible to do so."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Er. O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
First National Bank of Bainbridge', Bainbridge, New York, from
75,000 to . r37,500, pursuant to a plan which provides that the
bank's capital shall be increased by ,)75,000 of preferred stock
to be sold to the Reconstruction Finance Corporation and others,
and that the released capital shall be used to eliminate a cor-
responding amount of substandard assets, all as set forth in your
memorandum or April 21, 1934. In this connection, it is under-
stood that your Office will require the elimination, in addition
to all estimated losses, of all depreciation in securities in the
lower grades, by application of the bank's undivided profits and/
or surplus.

"In considering the plan under which the reduction in common
capital is to be effected it was noted that your examiner severely
criticised the monagement and the very unsatisfactory condition
or the bank. It is assumed, however, that you have these condi-
tions in mind and that whenever it is feasible to do so, you will
reauire such further corrections as may be practicable."

Approved.

Letter dated L:ay 1, 1934, approved by five members of the

Board, to :jr. O'Connor, Comptroller of the Currency, reading as fol-

lows:
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"Reference is made to your letter of April 14, 1934, recom-
mending approval of a reduction in capital of 'The State Road
National Bank of Highland Park', 'Upper Darby, Pennsylvania, from
0.00,000 to 40,000, pursudnt to a plan which provides that the
bank's capital shall be increased by c100,000 of preferred stock
to be sold to the Reconstruction Finance Corporation, and ;80,000
of common stock to be sold to local interests at a premium of
„20,000, and that the released capital shall be used to eliminate
unsatisfactory assets. In accordance with your recommendation,
the Federal Reserve Board approves the reduction in capital under
the plan submitted subject to the following conditions:

1. That, prior to the time when such reduction in capital
is effected, the bank's capital shall be increased by
the sale for cash of 100,000 par value preferred stock
at par to the Reconstruction Finance Corporation and
clA0,000 par value common stock at a premium of 20,000
to local parties.

2. That such common stock shall be sold only to persons or
concerns who have knowledge as to the present condition
of the bank and the use to which the funds released under
the proposed plan are to be applied.

3. That none of the funds released by the capital reduction
shall be returned to the shareholders, but that such re-
leased capital, together with such portion of the bank's
surplus and/or undivided profits as may be necessary,
shall be used to eliminate all estimated losses and all
depreciation in securities in the lower grades, as class-
ified in the report of examination of February 14, 1934.

"The Board's approval is given, of course, subject to such
further requirements as may be prescribed by your office."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to 1,r. O'Connor, Camptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
Charlotte National Bank', Charlotte, North Carolina, from
to 250,000, pursuant to a plan which provides that the bank's
capital shall be increased by ,?250,000 of preferred stock to be
sold to the Reconstruction Finance Corporation, and that the re-
leased capital, together with a portion of the bank's surplus and/
or undivided profits, shall be used to eliminate unsatisfactory
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"assets in the amount of approximately ,;435,781, all as set forth
in your letter of April 23, 1934."

Approved.

Letter dated. April 30, 1934, approved by five members of the

Board, to jr.I O'Connor, Comptroller of the Currency, reading as follows:

"In accordance with your recommendation, the Federal Reserve
Board approves a reduction in the common capital stock of 'The
Clay County National BRnk of Spencer', Spencer, Iowa, from :,;60,000
to ..)25,000, pursuant to a plan which provides that the bank's
capital shall be increased by c50,000 of Class 'A' preferred stock
to be sold to the Reconstruction Finance Corporation, and .10,000
of Class 'B' preferred stock to be sold to local interests, and
that the released capital, together with a sufficient amount of
the bank's surplus, undivided profits and reserves, shall be used
to eliminate approximately ,46,355 of unsatisfactory assets, and
provided also that the directors of the bank shall purchase for
cash 44,000 of losses and doubtful items in loans, all as set
forth in your memorandum of April 17, 1934."

Approved.

Letter dated April 30, 1934, approved by four members of the

Board, to 112!. Wood, Federal Reserve Agent at the Federal Reserve Bank

of St. Louis, reading as follows:

"Reference is made to Mr. Stewart's letter of April 20, 1934
In regard to the proposed reduction in common capital stock of the
'Southwest Bank of St. Louis', St. Louis, Missouri, from Ci200,000
to 40,000, in accordance with a plan which provides for the sale
of 2.85,000 of Capital Notes to the Reconstruction Finance Corpora-
tion and for the use of the released capital in charging down assets
to their present value.

"The last report of examination of the subject bank, as of
June 12, 1033, shows that the institution at that time had esti-
mated losses and depreciation in securities aggregating 4508,742.
On the basis of this report of examination, it appears that the
proposed plan of rehabilitation would be inadequate to provide for

losses and depreciation and the bank's capital would remain serious-

ly impaired. It is assumed that another examination will be made

of the subject bank in the near future and, therefore, action will

be deferred on the application for reduction in capital until a

current report of examination is available, at which time it is

requested that you forward an analysis of such report to the Board,
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"together with your recommendation in the premises and advice as
to whether the proposed reduction in capital has been approved by
the appropriate State authorities."

Approved.

Memorandum dated April 27, 1934, from Mr. Morrill stating that

advice has now been received of the selection by the boards of directors

of the respective Federal reserve banks of the following members of the

Federal Open Market Committee for the year 1934:

"District Name and Title 

No. 1.

No. 2.
No. 3.

No. 4.
No. 5.

R. A. Young, Governor
*Deputy Governor
G. L. Harrison, Governor
G. W. Norris, Governor
*Acting Governor
E. R. Fancher, Governor
G. X. Seay, Governor
*Deputy Governor

No.
No.
No.

6.
7.
8.

W. S. Johns, Acting Governor
G. T. Schaller, Governor
W. Lice. Martin, Governor

No. 9. W. B. Geery, Governor
No. 10. G. H. Hamilton, Governor
No. 11. B. A. McKinney, Governor
No. 12. X. U. Calkins, Governor

*Senior Deputy Governor

* Alternate."

Noted.

Memorandum dated April 30, 1934, from Mr. Smead, Chief of the

Division of Bank Operations, stating that it will be noted from the

daily statement of the United States Treasury as of April 27, 1934, a

copy of which was attached to the memorandum, that a new item "Exchange

stabilization fund ;A,800,000,000" is shown on the liability side of

the gold section of the statement; that one hundred million of the fund
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has been deposited with the Federal Reserve Bank of New York to the credit

Of the Secretary of the Treasury and will be carried separately on the

books of the Jederal reserve bank; and that it is the intention of the

Division of Bank Operations to combine the .100,000,000 deposit with

Other deposits of the United States Treasury in the weekly condition

statement of Federal reserve banks. The memorandum stated also that

there is nothing in the Treasury daily statement to indicate that a

part of the stabilization fund has been deposited with the Federal Re-

serve Bank of New York and that, accordingly, it is proposed to treat

the matter as confidential and to make no reference thereto in the state-

ment.

Noted.

Letter dated May 1, 1934, approved by six members of the Board,

to Robert Emerson LAnnich, Esq., Editor, Federal Bank Service, Prentice-

Hall, Inc., New York City, New York, reading as follows:

"This is in reply to your letter of April 23, 1934, addressed
to the Governor of the Federal Reserve Board, in which you request
the Board's ruling as to whether an affiliation exists by reason
of the following facts which, in order to avoid misstatement, are
quoted from your letter.

"The shareholders of a member bank control a business
corporation chartered under state laws. At the immediate
preceding election of directors of the member bank, such
shareholders cast less than fifty per centum of the total
number of votes cast, computed on the basis of the bank shares
which they actually owned. However, one of the shareholders
of the member bank who also owned shares in the corporation,
cast a number of votes by proxy for bank shareholders who had
no interest whatsoever in the corporation. The shares thus
voted by proxy, added to the number of votes cast by the bank
shareholders who control the business corporation, make a
total amount of more than fifty per centum of the votes cast
for such directors.'
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"After stating these facts you ask whether this proxy vote
should be considered as being 'controlled by the shareholders of
the member bank who also control the business corporation so as
to make the corporation an affiliate of the member bank under
the provisions of section 2(b) (2) of the Banking Act of 1935t.

"In determining whether the business corporation is an af-
filiate of the member bank it is necessary to determine whether
the persons who hold control of the business corporation also own
or control more than 50 per centum of the number of shares voted
for the election of directors of the bank at the preceding elec-
tion but the significant issue in resolving the question is
whether such ownership or control exists at the time of the
determination, not whether it did exist at the time of the last
election. Whether the person who voted the shares of stock re-
ferred to at the last election of directors under a proxy then
in effect now controls those shares is a question of fact and a
question upon which the Board can give no ruling unless all of
the pertinent facts of the specific case are presented to it.
It is perhaps sufficient for your purposes, however, to state
that while the Board recognizes that the voting of these shares
under a proxy at the last election may be a factor to be con-
sidered, it is not determinative of the existence of present
control and that even if control had existed at the time the
shares were voted the termination of the proxy either by its
terms or by revocation might well have been a factor sufficient-
ly important to have ended the preexisting 'control' and the af-
filiation which resulted therefrom."

Approved.

Letter dated April 30, 1934, approved by rive members of the

Board, to Mr. O'Connor, Comptroller of the Currency, reading as follows:

"This refers to Mr. Lyons' letter of March 21, 1934, inclos-
ing a copy of a letter received by you from National Bank Examiner
R. Gordon Finney, dated March 10, 1934, requesting rulings with
respect to the proper classification of certain savings accounts
for reserve purposes and for the purpose of determining whether
interest may lawfully be paid thereon. Mr. Lyons requests that
your office be advised with respect to the questions presented
in the examiner's letter in order that a suitable reply may be
made thereto.

"The examiner states in his letter that certain banks in
the northern section of the State of Pennsylvania have established

a rule that no notice is to be required for the withdrawal of any

part or all of the funds placed in their savings departments and

that interest shall be paid thereon at the rate of 3 per cent. The

examiner desires to be advised whether such accounts should be
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"treated as demand deposits against which full reserves should be
carried and whether the banks may lawfully pay interest on such
deposits.

"It is the opinion of the Board that the practice of a member
bank of paying its savings deposits in whole or in part without
requiring notice of intended withdrawal does not necessarily af-
fect the classification of such deposits, and that any such de-
posit may properly be classified as a savings deposit for the
purpose of computing reserves or of determining whether interest
may lawfully be paid thereon, as the case may be, so long as such
deposit conforms to the requirements of a savings deposit as de-
fined in section II of the Board's Regulation B or in section V of
the Board's Regulation Q, respectively. However, it does not ap-
pear from the letter of the examiner whether the member banks in
question have reserved individually the right to require notice
of an intended withdrawal not less than 30 days before a with-
drawal is made, as required by the Board's regulations, and, if
in any case the contract between the depositor and the member bank
does not reserve to such bank the legal right to require requisite
notice of withdrawal, or, if such member bank may not change its
practice without the consent of the other banks concerned so as
to require requisite notice of withdrawal, the deposit must be
treated as a demand deposit for the purpose of computing reserves
and as a deposit payable on demand for the purpose of determining
whether interest may lawfully be paid thereon. On the other hand,
if the depositors are required, or may at any time be required,
to give the requisite notice of intended withdrawal and the de-
posits otherwise meet the applicable requirements of the Board's
regulations in regard to savings deposits, they may be treated as
savings deposits for the purpose of computing reserves or of de-
termining whether interest may be paid thereon, notwithstanding
that it is the practice of the member banks to waive notice with
respect to withdrawals of such deposits.

"The examiner also desires information with respect to the
proper classification of thrift deposits where the bank's regu-
lations reserve to the bank the right to require notice of not
less than thirty days, but make an express exception permitting
the withdrawal of a specified amount of the deposit of each de-
positor without notice and without any limitation or restriction
as to the number of withdrawals which may be made within any given
period. As indicated in section V, subsection (e) of the Board's
Regulation Q, interest at a rate not exceeding that prescribed
In subsection (c) of that section may be paid upon deposits with
respect to which notice of intended withdrawal has not actually
been required or given, provided that such deposits conform to
the requirements of savings deposits as defined in subsection (a)
of that section. As you know, one of the essential attributes of
a savings deposit is that the depositor must be required, or may
at any time be required, by the bank to give notice in writing of
an intended withdrawal not less than 30 days before a withdrawal
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"is made. However, it does not appear that the deposits in ques-
tion conform to the said requirement with respect to notice of
withdrawal. Since the provisions of the bank's regulations reserv-
ing to the bank the right to require notice are made inapplicable
to any withdrawal up to a certain amount and permit a depositor
to withdraw all or a part of such specified amount of his deposit.
without notice and without restriction as to the number or fre-
quency of such withdrawals, it appears that the attempted reserva-
tion by the bank of the right to require notice is ineffective to
prevent a depositor from exhausting his account by repeated with-
drawals, and, in the circumstances, it is the opinion of the Board
that such a deposit is in fact a deposit payable on demand and
that no interest may lawfully be paid thereon. For similar reasons,
it is believed that such a deposit should be classified as a demand
deposit for the purpose of computing reserves thereon.

"The examiner further requests to be advised as to the ef-
fect of a member bank's allowing the withdrawal either of a certain
portion or of a specified percentage of a thrift deposit each 30
days without requiring notice of such withdrawal. Although payment
by a member bank of a portion or percentage of a savings deposit
without requiring notice of withdrawal does not affect the classi-
fication of the deposit, provided that the bank at any time prior
to withdrawal may require the depositor to give written notice of
such intended withdrawal not less than 30 days prior thereto, a
like result does not follow in the case where the bank does not
have the legal right under its contract with the depositor to re-
quire such notice. Accordingly, if a bank permits the withdrawal
without notice of a specified portion or percentage of a savings
deposit and does not have the legal right to require written notice
of not less than 30 days with respect to such withdrawal, it is
the view of the Board that the specified portion or percentage
which may be so withdrawn without notice may not be classified
as a savings deposit for the purpose of computing reserves or of
determining whether interest may be paid thereon. However, the
balance in the account over and above the specified portion or
percentage which may be withdrawn without notice may be classified
as a savings deposit for such purposes if the depositor is re-
quired or may be required to give the requisite notice prior to
withdrawal of such balance and if the deposit otherwise meets the
requirements of the Board's regulations applicable to savings de-
posits.

"Finally, the examiner desires to be advised as to the proper
classification of thrift deposits in a case where the bank permits
each depositor to withdraw his deposit in full without notice, but
reserves the right to require at least 30 days notice prior to the
withdrawal of any such deposit. Under the provisions of section
VI of the Federal Reserve Board's Reulation Q, a member bank may
pay any portion or percentage of the savings deposits of any de-
positor without requiring notice of withdrawal, if, upon request
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"and without requiring such notice, it shall pay the same portion
or percentage of the savings deposits of every other depositor which
are subject to the same requirement. Under this section of the
regulation it is permissible for a member bank to pay any savings
deposit in whole or in part, provided such deposit is a savings
deposit within the meaning of the Board's Regulation Q and the
bank complies with the applicable conditions of Section VI of that
regulation.

"In addition, if the bank reserves the legal right to require
the requisite notice with respect to the withdrawal of such a de-
posit, an account of the kind under discussion which is a savings
account within the meaning of the Board's Regulation D would remain
a savings account notwithstanding the fact that the bank might per-
mit the withdrawal without notice of funds from such account in part
or in full; and reserves against such an account may properly be
computed on that basis. If, however, notice of withdrawal is actual-
ly required and given, the amount which may be withdrawn pursuant
to such notice must be classified as a demand deposit for reserve
purposes beginning thirty days prior to the date when such deposit,
under the terms of the notice, shall be payable. Of course, under
subsection (e) of section V of the Board's Regulation q, interest
at a rate not exceeding that prescribed in subsection (c) of that
section may be paid upon deposits which are savings deposits within
the meaning of that regulation and with respect to which notice of
intended withdrawal may have been given to the bank, until the ex-
piration of the period of such notice.

"Apparently, the examiner is doubtful whether a member bank
may pay the entire amount of any savings deposit without requiring
notice of withdrawal. Under the provisions of section VI of Regu-
lation q, a member bnnk may pay any portion or percentage of the
savings deposit of any depositor without requiring such notice if,
upon request and without requiring such notice, it shall pay the
same portion or percentage of the savings deposits of each other
depositor which are subject to the same requirement. Under this
section of the regulation, it is permissible for a member bank to
pay the entire amount of any savings deposit provided the bank com-
plies with the condition mentioned and also with the other appli-
cable conditions of section VI of that regulation."

Approved.

Letter dated April 30, 1934, approved by five members or the

Board, to 1:r. Newton, Federal Reserve Agent at the Federal Reserve Bank

°r Atlanta, reading as follows:

"The Federal Reserve Board approves the application of the
Georgia Railroad Bank & Trust Co., Auusta, Ga., inclosed with Mr.
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"Clark's letter of April 13, for the cancelation of 150 shares
of stock of the Federal Reserve Bank of Atlanta incident to a re-
duction of _250,000 in the capital stock of the subject bank.

"As you knew, the Board on February 21, 1934, approved an
application of the subject bank for 300 additional shares of Fed-
eral Reserve bank stock incident to an increase in its capital
through the sale of „500,000 capital debentures to the Reconstruc-
tion Finance Corporation, and it now appears that the reduction
of „250,000 in capital stock, upon which the instant application
is based, was part of the plan of recapitalization which contem-
plated, among other things, the sale of the c500,000 debentures
to the Reconstruction Finance Corporation. It is suggested that,
when you are aware that an application for adjustment in Federal
Reserve bank stockholdings is made incident to the consummation
of only a part of a plan which contemplates both an increase and
a decrease in the capital structure of a member bank, it would be
proper to withhold the application for change in Federal Reserve
bank stockholdings until such time as the entire recapitalization
plan has been completed, unless there is an unusual delay in com-
pleting the plan of recapitalization."

Approved.

Telegram dated key 1, 1934, approved by four members of the

Board, to LI!. Johns, Acting Governor of the Federal Reserve Bank of

Atlanta, reading as follows:

"Your letter I.pri1 28 re furnishing by Havana Agency of cash
in amount of approximately ,35,000.00 on check drawn on Treasurer
of United States for payroll for U.S.S.Richmond. Board authorizes
Atlanta bank through agency to furnish currency and to waive com-
mis3ion of one-tenth of one per cent, with understanding that this
case will not constitute precedent."

Approved.

Telegram to I.,:r. Stevens, Jhairman of the ederal Reserve

AGents, Conference, reading as follows:

"Your telegram April 30 re program for Agents' Conference.
Board suggests that following topics be considered for addition
to program:

"1. Discussion of evidences in the respective districts
and in the country as a whole of improvement in business condi-
tions and business sentiment either generally or in particular
industries.
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"2. Whether there is concrete evidence of any recent increase
in release of bank credit to meet needs of agriculture, commerce
and industry.

"3. Discussion of course of action Beard should take, in
event Section 7(d) of so-called Stock Exchange Bill as reported
to Senate on April 20, 1934 (S.3420) becomes law, to effectuate
purposes sought to be achieved by amendment.

"It is also suggested that in formulating prof:ram you arrange
time when Er. Paulger can meet with Conference for discussion of
all topics which are of interest to Board's Division of Examinations."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Mr. A. G. Morrison, -2resident of the Thrift Investment Cer-

tificate Corporation, Minneapolis, Minnesota, reading as follows:

"Your letter of April 19, 1934, to the Comptroller of the
Currency re:arding the examination of State member banks, has been
referred to the Federal Reserve Board for reply.

"State banks which are members of the Federal Reserve System
are under the jurisdiction of, and subject to examination by the
respective State banking departaents. They are also subject to
examinations made by direction of the Federal Reserve Board or the
Federal reserve bank of the district in which the State member bank
is located. No definite date is set for such examinations, but
from time to time examiners from the various Federal reserve banks
make or participate with the State bank examiners in examinations
of the State member banks. As a member of the Federal Reserve
System, the Industrial Trust Company of Wilmington, Delaware, to
which you refer in your letter, is subject to such examinations.
Reports of examinations of member banks submitted to the Board are
for its confidential information, and the Board, therefore, is not
in a position to disclose any information regarding the examination
of any member bank."

Approved.

Letter dated May 1, 1934, approved by five members of the Board,

to mr. w. 
H. Howell, President of the Merchants National Bank in Platts-

1314'6, New York, reading as follows:

"This refers to your letter of December 27, 1933, regarding
Your service as a member of the firm of Howell, MacArthur & Wiggin,
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"Incorporated, and as President of the Merchants National Bank in
Plattsburg. You state that your connection with the firm mentioned
is entirely inactive and that such firm is not at present engaged
primarily in the business of purchasing, selling, or negotiating
securities, but that the firm furnishes advice and financial coun-
sel through its statistical department and buys and sells securi-
ties merely for the purpose of executing the orders of its customers.

"It would seam that you have reference to the applicability
to your case of the provisions of Section 32 of the Banking Act of
1933, which prohibits an officer or director of a member bank from
serving after January 1, 1934, as officer, director, or manager of
any corporation, partnership, or unincorporated association engaged
primarily in the business of purchasing, selling, or negotiating
securities, unless a permit covering such service is issued by the
Federal Reserve Board. It appears that it is the purpose of that
section to restrict relationships between member banks and organi-
zations which are directly interested in issues of securities
through underwriting, distributing, or dealing in such issues, be-
cause of the possible undesirable effect of such relationships
upon the member bank's credit or investment policies or its poli-
cies in dealing with its customers. A broker, however, who merely
executes orders for the purchase and sale of securities on behalf
of others in the open market and who is not engaged in underwriting,
distributing, or dealing in securities would not be within the
class referred to. Moreover, the words 'purchasing' and 'selling'
are words which connote the passing of ownership to or from the
person making the purchase or sale. Accordingly, Section 32 is
not deemed to be applicable to a broker who merely executes, in
the open market, orders received from others for the purchase and
sale of securities belonging to others and who is not engaged in
underwriting, distributing, or dealing in securities; and that
section, therefore, will not prohibit your service as president
Of a national bank and as a member of a brokerage firm, the activi-
ties of which are limited in the manner above described.

"However, the Federal Reserve Board has ruled that the carry-
lug of margin accounts of the usual type involves the making of
loans secured by stock or bond collateral within the meaning of
Section 8A of the Clayton Antitrust Act. Therefore, if the broker-
age firm to which you refer carries such margin accounts, the pro-
visions of that section would be applicable to your service as
a member of such firm and as an officer of a national bank. If
such is the case, it is to be noted that although the Board is
authorized to issue permits under certain circumstances covering
relationships otherwise prohibited by any provision of the Clayton
Act, the provision of Section 8 of that act which authorizes the
Board to issue permits refers only to banking institutions of cer-
tain classes, with the result that, unless the brokerage firm of
Which you are a member is such an institution, the Board would
have no authority to issue such a permit. In such a case, it would
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"serve no useful purpose for the Board to issue a permit under the
provisions of Section 32 of the Banking Act of 1933, since such a
permit would not render lawful a relationship prohibited by the
Clayton Act.

"Should you have any further questions with respect to this
matter, it is suggested that you communicate with the Federal Re-
serve Agent at the IJederal Reserve Bank of your district who will
be glad to advise you in regard to any such questions which you
may submit."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to kr. Irwin D. Wright, Chief National Bank Examiner of the Tenth

Federal Reserve District, Kansas City, Missouri, reading as follows:

"This refers to your letter of July 5, 1933, addressed to
the Camptroller of the Currency with reference to the effect of
Sections 32 and 33 of the Banking Act of 1933, which was referred
to the Federal Reserve Board for reply. In its letter of July 24,
1933, the Federal Reserve Board advised you that the necessity of
giving immediate consideration to other questions arising unier
the Bsnking Act of 1933 would delay consideration of questions
arising under Sections 32 and 33 of that Act; but that the ques-
tions presented in your letter were then under consideration and
that you would be advised further when such questions had been
determined. I regret that the pressure of other matters of urgent
importance arising in connection with recent banking legislation
has prevented an earlier ruling by the Board upon these questions.

"It is understood that you wish to be advised whether Section
32 of the Banking Act of 1933 is applicable to affiliated State
banks which, in addition to other functions, are engaged in the
negotiation and sale of real estate mortgages to insurance com-
panies and to other investors; and also whether Section 33 of the
Banking Act of 1933 should be construed as including in its pro-
visions affiliated State banks.

"With reference to your first question, it is to be noted
that Section 32 of the Banking Act of 1933 prohibits certain rela-
tionships between member banks and organizations engaged in the
business of purchasing and selling 'securities'. The answer to
Your question, therefore, depends upon whether the real estate
mortgages dealt in by the affiliated State banks to which you re-
fer are 'securities' within the meaning of that section.

"One of the principal purposes of the Banking Act of 1933
was to effect a separation of commercial and investment banking,
and it appears that Section 32 of that Act was designed to aid in
the accanplishment of this purpose. Although there may be mortgage
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"notes of a kind which should be classified as 'securities' for
the purposes of Section 32, the 1J'ederal :ceserve Board is of the
opinion that mortgage notes arising out of the ordinary type of
direct loan on real estate are not 'securities' within the intend-
ment of Section 32 and that neither such notes nor the mortgages
securing the same should be classified as 'securities' in deter-
mining whether an organization engaged in dealing in such obliga-
tions comes within the scope of Section 32.

"You do not state in your letter whether the affiliated State
banks to which you refer also negotiate and sell certificates of
participation based on mortgages. With respect to such certifi-
cates of participation, the Federal Reserve Board has reached the
conclusion that it is not possible to lay down any general rule
as to whether they are included, or are not included, within the
term 'securities' as used in iection 32, since such certificates
of participation vary so widely in character. Accordingly, the
Board would not be in a position to determine such a question in
a particular case without full information with respect to the
character of the certificates of participation employed in such
case.

"Your attention is called to the fact that Section 32 refers
to organizations which are engaged 'primarily' in the business of
purchasing, selling, or negotiating securities, and it may be that
even if the institutions to which you refer are engaged in that
type of business, they are not engaged 'primarily' in such busi-
ness. This question is essentially a question of fact which must
be decided on the basis of all the facts and circumstances of
each particular case; and no fixed rule based on percentages of
business transacted or income received can be laid down for de-
ciding whether or not an organization is engaged 'primarily' in
the business referred to.

"With respect to your second question, Section 8A of the
Clayton Antitrust Act as amended by Section 33 of the Banking Act
of 1933 is applicable to all corporations (except mutual savings
banks), including banking institutions, which make loans secured
by stock or bond collateral other than to their own subsidiaries.
That section, therefore, prohibits the service of a director, offi-
cer or employee of a national bank as a director, officer, or em-
ployee of an affiliated State bank which in fact makes loans se-
cured by stock or bond collateral within the meaning of this sec-
tion, unless a permit covering such service is first obtained from
the Federal Reserve Board."

Approved.

Letter dated May 1, 1934, approved by five members of the Board,

to Mx. W. H. Bixby, St. Louis, Missouri, reading as follows:

"The Federal Reserve Board has given consideration to your

application under Section 32 of the Banking Act of 1933 for a permit
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"to serve at the same time as a director of the First National
Bank in St. Louis, and as partner of G. H. Walker & Co., both
of St. Louis, Missouri.

"The Federal Reserve Board has reached the conclusion that
it was the intent of the Congress in enacting Section 32 to ter-
minate all relationships of certain types between member banks
and dealers in securities, apparently because it felt that such
relationships might tend to influence the banks' credit and in-
vestment policies and their advice to their correspondent banks
and other customers respecting investments in a manner which the
Congress deemed to be incompatible with the public interest. The
Board accordingly feels that it may not properly grant permits
authorizing relationships which are actually of the kind referred
to in that section, and that its authority to issue permits should
be exercised only in exceptional cases; for example, those which
are included within the literal terms of the statute but which
are actually of a kind different from those at which its provi-
sions were directed.

"It appears that the relationship covered by your applica-
tion is within the class which that section was designed to ter-
minate. Accordingly, the Board is unable to find that it would
not be incompatible with the public interest as declared by the
Congress to grant your application.

"In the event that you desire to submit further facts or
arguments in support of your application, the Board is prepared
to give them careful consideration. However, any such additional
facts or arguments should be submitted as promptly as possible, in
writing, through the Federal Reserve Agent.

"Your attention is called to the fact that Section 8A of the
Clayton Act makes it unlawful for ail' director, officer, or em-
ployee of any bank, banking association, or trust company organized
or operating under the laws of the United States to serve at the
same time as a director, officer, employee, or partner of any
organization (other than a mutual savings bank) msking loans secured
by stock or bond collateral other than to its own subsidiaries.
Although the Federal Reserve Board is authorized by Section 8 of
the Clayton Act to issue peraits under certain circumstances cover-
ing relationships to which the provisions of the Clayton Act are
applicable, its authority is limited to the issuance of permits
covering the service of not more than three banking institutions
of certain classes, and it may therefore not issue permits in-
volving relationships between national banks and organizations

which are not banking institutions of the classes referred to.
Therefore, if G. H. Walker & Co. makes loans secured by stock or
bond collateral, whether in connection with the carrying of margin
accounts or otherwise, and if it is not a banking institution of
one of the kinds referred to in Section 8, the Board would be
witiaout authority to issue a permit under the provisions of the
Clayton Act. In such a case, it would serve no useful purpose for
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"it to issue a permit under the provisions of Section 32 of the
Banking Act of 1933, since such a permit would not render lawful
a relationship prohibited by the Clayton Act."

Approved.

Letter dated !ay 1, 1934, approved by five members of the

Board, to Mr. George S. Hovey, President of the Inter-State National

Bank, Kansas City, Missouri, reading as follows:

"The Federal Reserve Board has given consideration to your
application under Section 32 of the Banking Act of 1933 for a per-
mit to serve at the same time as president and director of the
Inter-State National Bank, Kansas City, Missouri, and as a direc-
tor of Brown Crummer Investment Company, Wichita, Kansas.

"The Federal Reserve Board has reached the conclusion that
it was the intent of the Congress in enacting Section 32 to ter-
minate all relationships of certain types between member banks and
dealers in securities, apparently because it felt that such rela-
tionships might tend to influence the banks' credit and investment
policies and their advice to their correspondent banks and other
customers respecting investments in a manner which the Congress
deemed to be incompatible with the public interest. The Board
accordingly feels that it may not properly grant permits author-
izing relationships which are actually of the kind referred to in
that section, and that its authority to issue permits should be
exercised only in exceptional cases; for example, those which are
included within the literal terms of the statute but which are
actually of a kind different from those at which its provisions
were directed.

"It appears that the relationship covered by your applica-
tion is within the class which that section was designed to termi-
nate. Accordingly, the Board is unable to find that it would not
be incompatible with the public interest as declared by the Congress
to grant your application.

"In the event that you desire to submit further facts or
arguments in support of your application, the Board is prepared to
give them careful consideration. However, any such additional facts
or arguments should be submitted as promptly as possible, in writing,
through the Federal Reserve Agent."

Approved.

Letter dated April 30, 1934, approved by five members of the

Board, to Mr. S. B. Lafromboise, Enumclaw, Washington, reading as follows:

"The Federal Reserve Board has given consideration to your
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"application under Section 32 of the Banking Act of 1933 for a
permit to serve at the same time as an officer of The First Na-
tional Bank of Enumclaw, and as a director and officer of the
Naches Investment Company, both of -Enumclaw, V;ashington.

"The Federal Reserve Board has reached the conclusion that
it was the intent of the Congress in enacting Section 32 to ter-
minate all relationships of certain types between member banks
and dealers in securities, apparently because it felt that such
relationships might tend to influence the banks, credit and
investment policies and their advice to their correspondent banks
and other custamers respecting investments in a manner which the
Congress deemed to be incompatible with the public interest. The
Board accordingly feels that it may not properly grant permits
authorizing relationships which are actually of the kind referred
to in that section, and that its authority to issue permits should
be exercised only in exceptional cases; for example, those which
are included within the literal terms of the statute but which
are actually of a kind different from those at which its provi-
sions were directed.

"It appears that the relationship covered by your applica-
tion is within the class which that section was designed to ter-
minate. Accordingly, the Board is unable to find that it would
not be incompatible with the public interest as declared by the
Congress to grant your application.

"In the event that you desire to submit further facts or
arguments in support of your application, the Board is prepared
to give them careful consideration. However, any such additional
facts or arguments should be submitted as promptly as possible,
in writing, through the Federal Reserve Agent."

Approved.

Governor Black stated that, following the action taken at the

Laaeting of the Board on April 27, 1934, with regard to the acquisition

or a building to house the activities of the Federal Reserve Board, he
had had prepared an amendment to the industrial credit bill which would

give authority to the Board to acquire a building in the District of

Columbia and assess the cost thereof against the Federal reserve banks;

that he had discussed the proposed amendment with Senator Glass, who

was very much in favor of it; that he had appeared before the Senate

Bankin and Currency Committee on Saturday morning, April 28, and
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discussed the entire industrial credit bill, including the proposed
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amendment; and that the oommittee had approved the bill, following

which Senator Glass had stated that he would introduce the bill im-

mediately, which he did on that date (S-3487). The Governor also said

that he appeared before the Committee on Banking and Gurrency,of the

House of Representatives this morning and gave a detailed explanation

Of the bill and the proposed anendment, and that while he felt the

bill would be passed promptly by the Senate, he had gained no definite

iMpressions during the discussion by the House Committee as to what its

attitude toward the bill would be.

After a discussion, it was understood that the
individual members of the Board would call the members
of the House Banking and Currency Committee with whom
they are acquainted and endeavor to obtain their sup-
port of the bill, and li. Szymczak stated that he would
also call the Speaker and minority leader of the House
for the same purpose.

Governor Black stated that he would see the
Secretary of the Treasury again regarding the bill and,
if possible, have the Secretary go with him to the White
House to obtain the President's support of the bill as
reported by Senator Glass.

There was then presented the following draft of a letter to

Austin Chairman of the Federal Reserve Bank of Philadelphia, ;4hich

had been circulated among the appointive members of the Board and ap-

Proved by all with the exception of Ir. Thomas who had requested that the

letter be discussed at a meeting of the Board:

. "Receipt is acknowledged of your letter of April 6, 1934,
With further regard to the service of LI.. C. V. Wenner, Chief Clerk
in the Accounting Division of the Currency Department of your bank,
as President of the School Board of Bensalem Township, from which
it is noted that your directors feel that the association is not
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"objectionable and would not be embarrassing to your bank and that
Er. Wenner should be encouraged to continue such work. However,
it appears from your outline that the election procedure includes
a primary and a general election conducted on the basis of politi-
cal party affiliations of the candidates and you state that 'These
are partisan elections, only registered members of a party being
allowed to vote for the candidates of that party. The individual
getting the highest number of votes in the primary election for
any particular office is the party nominee to be voted for at the
general election. Mr. Wenner was so nominated and elected.'

"The Board's resolution of December 23, 1915, referred
Specifically only to directors and officers but it is felt that
the principle applies also to employees holding responsible posi-
tions in Federal reserve banks. On the basis of the facts stated
in your letter, it would appear that Ia.'. Wenner is in this cate-
gory and that the election procedure is not free from party poli-
tics. Accordingly, it is the view of the Board that he should not
again enter into a campaign for, or seek election to, the position
under discussion.

"It will be appreciated if you will submit this statement
of the Board's position to the board of directors of the Federal
Reserve Bank of Philadelphia."

After discussion, the letter was approved,
NT. Thomas voting "no".

In explanation of his vote, Mr. Thomas
stated that he felt the position taken in the
letter with regard to election to school boards
should not be extended beyond officers and direc-
tors of Federal reserve banks and branches.

At this point, Mr. Paulger, Chief of the Division of Examinations,

joined the meeting.

Consideration was given to a second memorandum, prepared under

date of Larch 5, 1934, by the Division of Examinations in accordance

With the action taken at the meeting on January 30, 1934, and with sug-

gestions subsequently made by Mr. Miller, setting forth the information

available in the Board's files and in examination reports with regard

to the individual records, as bank officers and directars, of the direc-

t°1's of Federal reserve banks and branches, for the consideration of the
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Board in in connection with the determination what action, if any, it

should take in connection with the Clayton Act applications already

approved by the Board authorizing directors of Federal reserve banks

and branches to serve one or more commercial banks where the records

disclose that there are factors which raise a question as to whether

the individuals should continue to hold permits under the Clayton Act,

and for the determination of the policy to be followed by the Board in

Passing upon pending applications involving directors of Federal reserve

banks and branches where unfavorable factors are present. Mr. Morrill

Pointed out that the question was also presented as to what the policy

Of the Board will be with regard to Clayton Act applications now pend-

ing which do not involve officers or directors of Federal reserve banks

and branches but where the records of the applicants raise similar

qUestions as to the desirability of their serving as officers or direc-

tors of more than one bank. He also stated that there are being sub-

zitted to the Board, as rapidly as they can be reviewed by the staff,

the aPplications which do not involve any serious question, but that a

number of cases are being held pending the consideration of the EMU-

orandum from the Division of Examinations above referred to.

After a discussion, upon motion by La'. Hamlin, the committee
for each Federal reserve district was requested to consider the
information contained in the memorandum from the Division of
Examinations, and any other information which the members of
the colanittee may have, with regard to the directors of the
Federal reserve bank and branches, if any, in the district, and
submit a report to the Board recommending the action to be taken
with regard to pending Clayton Act applications involving such
directors; it being understood that if the information with re-
gard to any director of a Federal reserve bank or branch whose
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Clayton Act application has already been approved, or is pend-
ing, appears to require an investigation into the desirability
of his continuing to serve the bank or branch, the matter will
be reported to the Board.

At the suggestion of the Governor, a committee was also
appointed, consisting of Lessrs. James, Hamlin and Thomas, to
look into the situation with regard to the Clayton 'Let applica-
tions now pending which do not involve directors of Federal
reserve banks or branches, and submit a report to the Board.

Mr. James reported that the Committee on Salaries and Expendi-

tures had recently reviewed a statement showing the comparative cost of

conducting the medical departments of the various Federal reserve banks,

which disclosed that the cost of the department at the Federal Reserve

1414k of New york is out of line with the cost to other Federal reserve

banks; that the Committee had discussed this matter with Mr. Sailer,

1)ePutY Governor of the bank, when he was in Washington recently; that

he had assured the Committee that the bank had already started to make

reductions in the cost of conducting the department; and that the bank

would submit a report to the Board thereon, including fit;ures comparing

the cost of operating the department of the New York bank and the medical

de
partments of large coimiercinl banks in the City of New York.

Mr. Wyatt called attention to a draft of a letter prepared in

the Legal Division to Mr. W. C. Bristol, Portland, Oregon, Attorney for

the 4.14glo California National Bank of San Francisco, California, replying
to his letter dated October 3, 1933, requesting that the Board, for the

l'e4sone stated in the letter, withhold action on any application filed

by the American National Corporation of -Portland, Oregon, for a voting

Dermit under the provisions of Section 5144 of the Revised statutes.

The Proposed letter stated that the authority contained in Section 5144
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quite evidently is not intended .to designate the Board as a forum for

the settlement of private controversies or to permit the Board to with-

hold the issuance of a voting permit as a means of enforcing private

rights, but that in order that there may be no doubt about the pro-

priety or issuing a voting permit in this case the Board has forwarded

4 copy of the attorney's letter to the Federal Reserve Agent at San

Francisco, and that, if the Lnglo California National Bank knows of any

reason why it would not be in the public interest, as distinguished from

the bank's private interest, for the Board to grant a voting permit to

the American Uational Corporation, an application for which is now under

consideration, the national bank is requested to file with the Federal

Ileserve Agent at San Francisco any other evidence which in its opinion

indicates that the granting of a voting permit to that corporation would

not be in the public interest. The draft of letter had been circulated

among the members of the Board prior to this meeting, and jr.L Hamlin

had appended a note thereto suggesting that, instead of the proposed

letter, a wire be sent to the atcorney requesting that he forward to the

Board a statement of his objections to the granting of the voting per-

"nit and that, if he wishes, the Board will grant him a hearing. L:r.

suggestion had been approved by four other members of the

Board and the file returned to the Legal Division for the preparation

°r a telegram in accordance therewith. Li'. Wyatt stated that he doubted

lthether the Board should take any serious notice of the attorney's let-

t", but that the proposed letter had been prepared in order to afford

the national bank an opportunity to submit additional information, and
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that he felt that the Board should discourage the idea of a hearing.

'r. Lorrill pointed out that it would be desirable to have the matter

expedited by handling it by telegram, and Lr. Hamlin stated that he

felt that if the national bank should ask for a hearing and state

grounds therefor, it should be granted.

It was understood that a telegrcm would be sent to the
Federal Reserve Agent at San 1.rancisco asking that he request
Y.r. Bristol to file in duplicate with the federal aeserve
Agent at San Francisco within ten days after receipt of
notice, any evidence which in his opinion indicates that the
granting of a voting per:At to the American :ational Corporation
would not be in the public interest as distinguished from the
interest of the national ban::, it being understood that the
Agent will forward to the Board one set of any documents so sub-
mitted and advise whether, in the light of the attorney's let-
ter of October 3, 1933, and of any additional information so
filed, either the Agent or the executive committee of the bank
desires to make any amendment to or qualification of their
recommendation that a voting permit be granted to the American
National Corporation for the limited purpose of effecting the
liquidation of the National Bank of Commerce of Astoria, Ore-
gon, and the American National Dank of Portland, Oregon.

Letters dated April 30, 1934, approved by five members of the

130ard, to applicants for permits under the Clayton Act, advising of

aPproval of their applications as follows:

11. Henry J. Bowerfind, for permission to serve at the same
time as a director of the Fort Wayne National Bank, Fort Wayne,
Indiana, and as a director of the Old-First National Bank in
Pluffton, Bluffton, Indiana.

Mr. Edward L. Wilson, for permission to serve at the same time
as a director of the Fort Wayne National Bank, Fort Wayne,
Indiana, and as a director of the Old-First National Bank in
Bluffton, Bluffton, Indiana.

Approved.

There were then presented the following applications for orig-

4111.1 stock of Federal reserve banks:
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ap_lications  for ORIGINAL Stock: 
District No. 4
First National Bank in Sykesville,

Sykesville, Pennsylvania

District Yo. 11
The South Texas National Bank of San Antonio,

San Antonio, Texas
State National Bank in Ccnche,

Comanche, Texas

Approved:

Approved.

Shares 

36 36

240

33 
Total

Thereupon the meeting adjourned.

Governor.

273
309

Se rotary.
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