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A meeting of the Executive Committee of the Federal Reserve

Bog
Td wag helq in Washington on Wednesday, June 6, 1934, at 2130
Pe m,

PRESENT: Mre. Black, Governor
Mr. Hemlin
Mr. James
Mre Szymczak

Mre. lorrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Martin, Assistent to the Govermor
The Committee considered and acted upon the following matters:
Telegr&ms dated June 5, 1934, from Mr. McAdems, Secretary of
® Fegq
T4l Reserve Benk of Kanses City, and June 6, 1934, from Mr.
iss
* Chairman of the Federal Reserve Bank of Boston, Mr. Austin,
Chs of the Federal Reserve Bank of Philadelphia, and Mr. ¥ood,
lrm&n
Of the Federal Reserve Bank of St. Louis, all advising that,

&% n
eeti
" g8 of the boards of directors on the dates stated, no changes
renmd
® in the barks' existing schedules of rates of discount and
pnrchase .

Without objection, noted with approval.
meoranduM dated June 1, 1934, from Mr. Wyatt, General Counsel,
'8g the 8ppointment of liss Mary M. McDonnell as a steno-

in
the logal division, with selary at the rate of §1,560 per
s effective Sa.o
% of her du

xnmination.

B
/04 on S
o

f the date upon which she enters upon the per-
ties after having passed a satisfactory physical

The Trecommendation was approved by six merbers of the

5, 1934,

Approved.
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Memorendum deted lay 29, 1934, from the Committee on Salaries
s Expenditures, submitting a letter dated May 21 from Mr. Sailer,
%eButy Governor o the Federal Reserve Bank of New York, which re-
Th¥en &Pprovel of changes in the persomnel classification plan of
i bank o Provide for the new positions of "junior clerk" in the

Becur
ities division of the securities department, and "coin paying

teller"
in the coin and bullion division of the cash department; a

reduot.
0n in the salary reange of the position of "tremslator" in the
8 information division of the foreign department; and the trans-

for of
i the position of "parcel checker" from the administration-service
Visio 314
e utility section, to the administration-protection division.

® menq
Te0dun steted that the committee had reviewed the proposed
¢

es
fd recommends that they be epproved. The recommendation wes
SPProve
d
by five members of the Board on June 5, 1934.
Approved.

L
; otter dated June 5, 1934, approved by five members of the
Oa,rd’ t

o
B&nk Ve, Austin, Federal Reserve Agent at the Federal Reserve

of
Phil&delphiaa reading as follows:

n
inOlosReceiPt is acknowledged of your letter of May 25, 1934,
8tiong oy s cPOrt of indebtedness and outside business affili-
Agent Ubmitteq by lMr. Ernest C. Hill, Assistant Federal Reserve

e OF May 1, 1934.

5 o Fe§era1 Reserve Board is pleased to note that lr.
two n °°nt1HUing the reduction of his indebtedness to the
11qu1datemb°r banks listed in the report and that he will

ny, o, the loans entirely as soon as conditions permit.
Prev1°u81ls also noted from your letter that the indebtedness
Yoy g 5.7 Teported by Mre Ce F. Eeton, Examiner, to the Mitten
1¢, 1934. gement Benk and Trust Company was paid in full on May

n
In thig comnection, the Board's letter of April 29, 1933,
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“K‘7425, stated that there should be a prompt report to the
Boarq of any indebtedness of the kind referred to in the letter
inourreq by the agent or any member of his staff after July 1,
1983, ang such report should contaein information similaer to that
called for in the Boerd's letter with respect to indebtedness
Oulstanding on that date. Accordingly, it is suggested that

you arrange to report to the Board promptly any indebtedness,
x°1uding current bills for ordinary personal or household ex-
Penses, incurred by members of your staff, and that you submit
o July 1 ang January 1 of each year a report with regard to the
Proeress being made in the liquidation of the indebtedness pre-
Tiously reported."

Approved.
Letter to ur, Peyton, Federal Reserve Agent at the Federal
Reg
°TVe Bank of Minneapolis, reading as follows:

"Receipt ig acknowledged of your letter of May 24, 1934,
Iy ToPly to the Board's letter of May 22 regarding the condition
gf the Daly Bank end Trust Company of Anaconda, Montena, as re-
locteq in the report of examination as of April 7, 1934. :
tioq .1t 18 noted that the benk plens to heve its recapitaliza-
190n Plans completed and $500,000 paid into the bank by July 10,
an§4. The total of estimated losses, depreciation in securities,
ass

th s classified as doubtful is considerably in excess of
® total of the bank's capital accounts as of April 7, and in
Submi 43,

the analysis of the report of examination you state

hat, 11 3 e by el e ol 1 until it
Wh; 1ssueq the preferred stocke. While legislation is pending

Hmnéh Would postpone for one year the inauguration of the per-

jusznt insurance fund, it is not believed that the bank w?uld be
tualifi°d in counting upon such extension until the bill is ac-

bank'y Phacted and it is suggested that you endeavor to have the

Ordep 4 CC8Pitalization program expedited as much as possible in
°F that there mey be no question about the certification if

Te
Tired before July 1, 1934."

Approved.

Letter to lire 0'Comnor, Comptroller of the Currency, reading

ag followm

n
fileg There 15 transmitted herewith, for your information and
8t, ;- % °O%Py of a letter from Fedoral Reserve Agent Viood, at
ion to the Board, in- regard to the proposed consoli?at
of The Citizens National Bank of Evensville and the Citizens

A

(45
e

=
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"Trust & Savings Bank, both of Evansville, Indiana, and the
Boarqtg grant of trust powers to the national bank effective if
“0d when the merger is effected. :

"In view of the information contained in Mr. Wood's letter,
it ig respectfully requested, in the event your office should
decide o approve the pending merger without requiring the issu-
M08 and gale of the preferred stock originelly contemplated,
that the Board be efforded an opportunity to reconsider its
grant of tpygt powers in the light of the report of examination
of the netionel bank which it is understood has recently been
Sompleted, before such merger receives your formal approval."

Approved.

Letter o Yre McClure, Federal Reserve Agent at the Federal
Rese
Ve Bank op Kansas City, reading as follows:

Sans "The Federal Reserve Board has agein considered the appli-
C:tl°n of 'The Commercial National Bank of Kansas City', Kensas
“' u Vs Kangas, for permission to exercise full fiduciary powers
nder"the Provisions of Section 11(k) of the Federal Reserve Act.
% view of the information contained in the report of ex-
:min? ion ag of February 12, 1934, which includes a report of
“Smination of the Kansas Trust Company, and the adverse recom-
ompt, ion of yourself and your executive committes, in which the
&ppf Toller of the Currency concurs, the Board is unwilling to
re Ve the bank's application for fiduciary powers. You are
K Juesteq, therefore, to advise The Commercial National Bank of
aﬁ City that the Board has denied its application. :
from ¢ © Board will be glad to consider another application
Such ® Subject bank whenever its condition and managem?nt are
Submy &t you ang your executive committee would be willing to
Vit with o favorable recommendation."

Approved.

; Letter dated June 5,
oard, to M

10~w8 :

1934, approved by five members of the

0'Comor, Comptroller of the Currency, reading as fol-

u
» lep ofln 8¢cordance with the recommendation of Acting Comptrol-
a Tedyet, . Urrency Awalt, the Federal Reserve Board approves
T Pep %on i common capital stock of 'The First National Benk
erry, New York, from $100,000 to $50,000, pursuant
Plan which provides that the bank's capital shall

t ry's P
°an &Inended
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"be increased by $120,000 of preferred stock to be sold to the
SConstruction Finance Corporation and others, and that the re-
s8sed capital, together with the surplus and undivided profits,
shall pe ygeq to eliminate & corresponding amount of the least
desirable assets in the bank, all as set forth in Acting Comp-

troller Avmlt's supplemental memorandum of May 21, 1934.

g considering the plan under which the proposed reduction
in capita) is to be effected, it has been noted that after the
Proposeq eliminations are consummated, there will remain in the

8pProximately $39,000 of depreciation in securities, which,

i °onsidered a loss, would impeir the bank's capital to that

Sxtent. 1y is assumed, however, that you have this condition

in ming &nd whenever it is feasible to do so you will require

Sueh further corrections as may be practicable."

Approved.

Letter gateq June 5, 1934, approved by five members of the
Board, to My, g

Connor, Comptroller of the Currency, reading as fol-
lowy.

tio "In 8ccordance with Acting Comptroller Awalt's recommenda-
co % the Federal Reserve Board approves a reduction in the
Vil o2 ®8Pital stock of 'The First National Bauk of Garretts-
to 5 .2 Farrettsville, Ohio, from $80,000 to §$50,000, pursuant
ore. PL8D Which provides that the bank's capital shall be in-
strssed by $25,000 of preferred stock to be sold to the Recon-
rele°ti°n Finance Corporation and/or others, end that the
amo &:ed capital shall be used to eliminate a correspon§1n%
AM&?E! °f the least desirable assets, all as set forth in Lr.

S memorandum of May 25, 1934."

Approved.

Lettep dated June 5, 1934, approved by five members of the

t
i 0' Connor, Comptroller of the Currency, reading as fol=-

n
tion In 8Ccordance with Acting Comptroller Awalt's recommenda-
°°mm; ® Yederal Reserve Board approves a reduction in the
% cepital stock of 'The First National Bank of Kenova',

Kep,
Pluzva’ West Virginia, from $40,000 to $30,000, pursuant t a

by géghich Provides that the bank's capital shall be increased
Finaney 0 of preferred stock to be sold to the Reconstruction
o Corp°rat10n. and that the released capital shall be
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"used o eliminate a corresponding amount of the leastzgesi;§2%e
A8sets, all as set forth in Mr. Awalt's letter of Ma{ : .ce -
"In this conmection, it is understood that the s
the losses estimated by your examiner will be eliminated by

Y88 of & portion of the bank's surplus and undivided profits ac-
Countg, "

Approved.

Letter dated June 5, 1934, approved by five members of the
Board’ %o Jr. O'Connor, Comptroller of the Currency, reading as fol-
low-s3

"In accordance vith Acting Comptroller hwralt s reco:genda-
“lon, the Federal Reserve Board approves a reduction in 3 o
Common cepital stock of 'The First lational Bank of Shen:n oah',
Shenay » Virginia, from $50,000 to $25,000, pursuent to a ;
glaEIWhich Provides that the bank's cagztil :ﬁaléesgniziﬁzzizn

] %25 ck to be so o the C

- °;Oggr;§r£€z£z?£zg/§:oothers, and that the rel?ased caplt&i

Siell bg Used in eliminating unsatisfactory assets in the amggn

§§3$8,720.30, all as set forth in Mr. Awalt's letter of May 19,
4,

"It he d that Mre Awalt's letter does not stgte
o disP°8§tggznﬁ§§§ebe made of the remeining released capltalé
o 1s 885umed, however, that none of such funds will be retgrzz
= sh&reholders, but that the entire amount will be usg 0
°liminate wsatisfactory assets or to establish reserves t er;
:ﬁr %nd that all eliminated assets will remain the property o

e ank

“Th; Boarg tated in the case of other
feels, as has been sta
PPOpOSGd capital adju;tmsnts, that where, as in this insta;cg;
::Pia funqg Wwill be availeble, the eliminations should ine u
2:

th 5t the estimated losses and depreciation in securities in
® lowey grades."

Approved.
Letter to Mr .

a O'Connor, Comptroller of the Currency, reading
8
fﬁllows ?

of "In a¢cordance with the recommendation of Acting Comptroller
& the WITency Awalt, the Federal Reserve Board epproves a re-
Bﬂ:ﬁion in the common c apital stock of 'The Citizens Natiomal
su&ntoi Athena', Athens, Temnessee, from 75,000 to $50,000, pur-

© & plan whioh provides that the bank's capital shall be
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“increaaed by $50,000 of preferred stock to be sold to the Re-
®onstruction Finance Corporation, and that the released capital
shall be uged to eliminate unsatisfactory assets in the amount
] ®Pproximately $16,732 and to augment the surplus account in
N8 emount of approximetely §$8,268, all s set forth in Acting

Comptroller Amlt's letter of lay 26, 1934."
Approved.

Lettey dated June 5, 1934, approved by five members of the
Board, to Y.

O'Connor, Comptroller of the Currency, reading as fol=-
Lowg

Awal "In accordence with Acting Comptroller of the Currency
wa it

8 reco i the Federal Reserve Board approves a re-
Suotion in fﬁzegg;;;gn;apital stock of 'The First National Bank
e ClearWater', Clearwater, Florida, from $200,000 to $100,000,
o BScordance with a plan which provides that the bank's capital
:gal be increased by $100,000 of preferred stock to be sold to
cae Re°°n8truction Finance Corporation, end tha? the released
s Pital shel) pe used to eliminate a corresponding emount of un=-
M:;;§§a°t°ry assets, all as set forth in Mre. Awalt's letter of

3

1934
Approved.
. Lettep dated June 5, 1934, approved by five members of the
loard’ b0 lir, C'Connor, Comptroller of the Currency, reeding as fol-
Owg,

Sas A;in 8ccordence with the recommendation of Acting Comp?rol—

the o 1%, the Federal Reserve Boerd approves & reduction in

of p ommon capita) stock of the 'Palmer-American NaEional Bank

Purgug - 2€"s Danville, Illinois, from 300,000 to $100,000,

be iy t to q Plan vhich provides that the bank's capital shall

Retones. 284 by $200,000. of preferred stock to e sold o the

te, :tru°t on Finance Corporation, and that the released capi-

&nd’& “8ether with a portion of the surplus and undivided profits

on ppr°ximately ¥80,000 to be made aveilable by collections

unsatisfactory assets or by local contributions, shall be

Matey ®liminate unsatisfactory assets in the amount of approxi-
v $4 1,811, @11 as set forth in Acting Comptroller Avmlt's

"l of May 24, 1934."

Approved.
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Lotter to dr. C'Comnor, Comptroller of the Currency, reading

0 follows

e

"In accordence with Acting Comptroller of the Currency
Aam1t1 g recommendetion, the Federal Reserve Board approves e
veduction in the common capital stock of 'The First-Merchants
2tiona) Ben of La Fayette', La Fayette, Indiena, from 532§,ooo
s ¥25,000, pursuant to a plan which provides that the bank's
°&pital shall be increased by $500,000 of Class 'A' preferred
gtock to be s0ld to the Reconstruction Finance Corporation and
v225,000 Class 'B' stock to be sold to local interests, end
that the released capital, together with a portion of the sur-
Plug and undivided profits and approximetely $50,000 to be made
o ilable by a voluntery cash contribution, shall be us?d to
o te unsatisfactory assets in the amount of approxlqately
fg;zaooo, ell as set forth in Mr. Avalt's memorandum of Mey 28,

"In considering the plan under which the proposed reduc?lon
s epital is to be effected, it has been noted that securities
epreciation unprovided for, if considered as a loss, would re-
A & materiel impairment of capitels. There will also re-
?aln in the bank e heavy aggregate of slow and doubtful essets.
8 assumeq, however, that you have these conditions ?n mind
o that Vhenever it is feasible to do so you will require such

°F corrections s may be practiceble.”
Approved.

Letter 4o yp, C'Comnor, Comptroller of the Currency, reading

ag follows :

tio "In 8ccordance with Acting Comptroller Amalt:s recommenda-
OOmEJ © Federal Reserve Board approves & reduction in th?
Hapygy, C2Pital stook of 'The First National Bank of Harvey',
Prozzy' Towa, from $26,000 to $10,000, pursuent to e plﬁn which
of des that the bank's capital shall be increased by $40,000
0 Preferred stock to be sold to the Reconstruction Finance
el;igrati°n» and that the released capital shall be used to
$10 Ogate msatisfectory assets in the amount of epproximately
mat;1 Oﬁand to establish a reserve for contingencies of approxi-
Uig, ¥ ¥8,000, all as set forth in Mr. Awalt's memorandum of
v 2&: 1934

1 congiderj 1 der which the reduction in com-
o ring the plan un
o S8pita] stock is to be effected, it was noted that the
8x Sement of the bank vms subject to severe criticism by your

en_hlyner 8t the time of the last examination, and thatitagpar-
ge in such management is contemplated. s |

* 10 chan
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"assuneq, however, that you have this condition in mind end that
Dever it becomes feasible to do so, you will effect such cor-

Tections gg may be practicable."
Approved.
Letter dated June 5, 1934, spproved by five members of the
Board"bo lre 0'Comnor, Comptroller of the Currency, reading as fol-
lowy,

"In 8ccordance with Acting Comptroller of the Currency
AMalt's recommendation, the Federal Reserve Board approves & re-
duction in the common cepitel stock of the 'First National Benk

&rron', Barron, Wisconsin, from $25,000 to $15,000, pursuant
%o a plan vhich provides that the bank's capitel shall be in-
Creaseq by $25,000 of class 'A' preferred stock to be sold to
he Reconstryuction Finance Corporetion and $10,000 class 'B’
Preferreq stock to be sold to local interests, end that the re-
Sageq capital shall be used to eliminate e corresponding eamount
b unsatiSfactory assets which are to remain the property of the
lggz’“all 88 set forth in Mr. Awalt's memorendum of lMay 25,

Approved.

Letter to Mr. Walsh, Federal Reserve Agent at the Federal Re-

Be%
* Of Dallgg, reading as follows:

ter "In &ccordance with your recommendation, the Board will.in-
8 opos Do objection to the proposed reduction in common capital

ok of the 'Guaranty Bond State Bank', lite. Pleasant, Texas,
¥ $60'000 to $40,000, pursuant to a plan which provides that
bentgink's cepitel shall be increased by $25,000 of capita} de-
ang thes © be s0ld to the Reconstruction Finance Corporation,

% the releaged capital shall be used to create a surplus

@nd to charge off losses showm in the report of examina-

of Ma;a of February 17, 1934, all as set forth in your letter
23, 1934_.11

Approved.

By Slegran dated June 5, 1934, approved by five members of the
arq,
° lr, Peyton, Federal Reserve Agent at the Federal Reserve

of ) s
Jinneapolis, stating that the Board has given consideration




[N
O
3
4

8/6/34

=]10=

% the 8pplication of the "First Bank Stock Corporation”, Minneapolis,

M&nn°8°ta. for a voting permit under the authority of section 5144

0 .
T the Revigeq Statutes of the United States, as amended, entitling
8
uq‘°rganization to vote the stock which it owns or controls in "The
i
i Nati°nﬁl Bank of Bismarck", Bismerck, North Dakote, and has

&

Horizeq tne issuance of a limited permit to the applicent for the
fo

11°Wing Purposess

At any time prior to August 1, 1934, to act upon & proposal
gf Proposals to create, issue and sell to the Reconstruction

@ Corporation preferred stock of such bank having a par
:;1“3 of one hundred thousend dollers ($100,000) end to reduce
(sgobank‘s common stock from two hundred thousend dollars

0,000) to one hundred fifty thousand dollars ($150,000) end
ang e such amendments to the bank's erticles of association
Pug © take such other action es is necessary to effect such
B Poses; guch pProposal or proposals to be in accordance with a
su;: °F plans which shall have been approved by the appropriete

od TVisory euthorities and which shall be satisfactory to the “

» erel Reserve Agent at the Federal Reserve Bank of Minneapolis.
h,

e ‘Gel
°8ram also authorized the agent to have prepared by counsel

°1‘th
e
‘ Feders) reserve bank, and to issue to the First Bank Stock

CPorat,
lon, g limited voting permit in accordance with the telegrem.

Approved, together with a letter, also
dated June 5, 1934, and epproved by five
members of the Board, to Mr. O'Connor, Comp-
troller of the Currency, reading as follows:

f
of eIn &ccordance with the recommendetion of Acting Comptroller
ducty urrency Awalt, the Federal Reserve Board approves & re-
the common cepital stock of 'The First National Bank

's Bismarck, North Dekota, from $200,000 to $150,000,

ney & plen which provides that the bank's capital shall
Reconsteased by $100,000 of preferred stock to be so}d to the
$80.000ru° don Finance Corporation, that a contribution of

that 4 "1 be made to the bank's undivided profits mccount, and

factopn © released capital shall be used to eliminate unsatis-

forgy { 88sets or to establish reserves therefor, all as set
A°tin€ Comptroller Awalt's memorandum of lMay 18, 1934.

n
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X "In this comnection, the Board feels that where, as in this
nSt?nce, anple funds are available, it would be preferable if
Provision were made for the elimination of at least all estimated
O8ses and deprecistion in securities in the lower grades, rather
of;n to carry such unsatisfactory assets in the bank, even though
loc::t by reserves, umless such reserves are specifically al-
lish ed to and deducted from the respective accounts in all pub-
yOured statements of condition. It is assumed, however, that
&b] office will require such charge-offs as may be found desir-
© and practicable when the adjustments are consummated."

Telegram to Mr. Newton, Federal Reserve Agent at the Federal
RQSQr
"® Benk of 8en Francisco, stating that the Board has given con-

Sidergy
lon to the application of the "Americen National Corporation",
P°rtland,

: Oregon, for a voting permit under the authority of section
144

of z
the R9V1sed Statutes of the United States, as amended, en-
h titling

. SUch orgenization to vote the stock which it owmns or comtrols
1n ]

The :
" Natlonal Bank of Commerce of Astoria", Astoria, Cregon, and
he g
Ticen lational Bank of Portland", Portland, Oregon, and has

Qthop
iz
°d the issuance of a limited permit to the applicant for the

by
ollowing Purpose:

fn
or gt A any meeting of the shareholders of each of such beanks,
1934, :ny adjowrmment thereof, at any time prior to August 1,
n qfo &ct upon e proposel or proposals to effect the liquida-

Th th&t bank."
9 tele
T
1& g am requested that the agen‘t advise Illro F{o Co Bristol: Port-

3 Ore
gon, &ttorney for The Anglo Californie National Bank of San
Co,

Pragg,

the that ne Board is not required to, and does not, determine

mﬂrits
of differences existing between his client and the appli-

Sang,
» bu that befo
permitn the

0

re authorizing the issuance of this limited voting

Board gave careful consideration to his letter dated

933, addressed to the Board, and his letter dated May 16,
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1984, 8ddressed to the Federal Reserve Bank of Ssn Francisco, and was
nvtponvinced by such letters that the public interest required the
denia of the applicant's request for a limited permite The telegram
CRETY &uthorizeq the agent to have prepared by counsel for the Federal
"oserve bank, ang to issue to the American Nationel Corporation, a
1hﬁt°d Voting pemmit in accordance with the telegram.

Approved.

Telogram dated June 5, 1934, approved by five members of the
Boarg, t0 Mr. Bawiy s

Viig
Congj
* Teading ag follows:

Mack of Miller, liack & Fairchild, Milvmukee,

"
that ign basis information furnished by you Boerd is of opinion
With ye &nd when trust agreement, copy of which was forwarded
NatioiaurBletter of June 1, becomes effective, First Wisconsin
Scongy gnk of Milwaukee will not be affiliested with First

of 1933 ompany within meening of Section 20 of Banking Act
direotorprOVided that majority of directors of Company are not
Contyrey ; of Bank, and that trustees are in fact independent of
Boarg i Oth by Bank end by Wisconsin Bankshares Corporation.

£ any S Dot pagsing upon validity of trust or effect on trust

Bankiy, ovion of State or Federal law other than Section 20,
Act of 1933,"

Approved.

Me
MOor andym dated June 1, 1934, from Mr. Smead, Chief of the

Sioy
kg °f Bang Operations,
V 18

of the

referring to the Boeard's approvel on

of ¢
he changes recommended in the form to be used at the time
Next,

y
ecomnending

fr

Olmnlember b
1

Ragnh e, =

°all for reports of condition of State member banks, end
that the form be further amended so that balances due

ks will be reported separately from balances due from
ks,

sen The memorendum stated that the proposed change has
tentativuy % ‘

greed upon with the office of the Comptroller of
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At
! Currency, subject to the Board's approwal, and that the change is
*egesteq Partly in order to provide data for use in comparing re-
Tdreq Téserves of member banks under the present law with proposed

raqy s
Quireq Teserves under the so-celled "velocity plen" which has been

Tmendeq o Congress by the Board.

Approved.
Telegram dated June 5, 1934, approved by five members of the

arg
* %o the governors of all Federal reserve banks except Minne-

o) 3
i3, Yeading as follows:

of of"GOVernor Geery has suggested that Board call a conerence
Chey Cors of all Federal reserve banks who have immediate
J’.ng ge and supervision of all failed bank operations and account~
BerVSO; Purpose of arriving at uniformity in the policy of re-
°1°sed § in absorption of expenses of collection of.paper of
i banks, in charging interest on such paper, and in accourmrt-
sugg:ni Teporting in connection therewith. lir. Peyton has also
andli ®d that certain complications in connection with the
Cong U8 of Other Real Estate could best be ironed out in such a
°Tence. Plepge advise by wire whether you favor calling such
Plaezgence’ and furnish list of topics you would suggest be
Calleq gn Program provided conference is held. If confe?ence is
Proble °8rd feels that it should comsider other accounting
Ship a:s, Particularly those relating to fiscal agency custodien-
Count, £ dep°Sit&ry expenses and reimbursements therefor on ac-
letterog U Treasury and other Governmental agencies (Board's
Srence 7941 of December 29, 1933 and replies thereto) If con-
Senjop ~8 held it would seem that it should be attended by a
&boyg s°§€icer who is femiliar with bank's policy with regard to
&ccountP Jects and able to discuss in detail these and other
ban)g 76 problems and policies relating thereto, which reserve
o Board might gesire to place on program."

Approved, together with a similar tele-
Eram to Governor Geery of the Federal Reserve
Senk of Minneepolis.

t
B°&rd i dated June 5, 1934, approved by five members of the

08 -
or) Rearman @ Sterling, attorneys and counselors at law, New
* Ney ;
York, Teading ag follows:
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o "On account of the pressure of other matters arising in
Bonnection vith the Banking Act of 1933, the Federsl Reserve
Joord was unable to give prompt consideration to your letter of
bantary 15, 1934, relating to the payment of interest on deposits
sin ge branch of The National City Benk of New York located at
e uan, Puerto Rico; and we regret to find that no reply has
yeE been made to the letters
it You inclose a copy of an opinion of the Attorney General
e ®rto Rico addressed to the Secretery of the District Court
tionag Juan, Puerto Rico, advising that the prohibition of Sec-
n A 1 of the Banking Act of 1933 on the payment of interest
ran°£°sits Payeble on demand does not apply to the Puerto Rico
Rese§ °f The National City Bank. As indicated in the Federal
°0urtve Board's Regulation Q, deposits of moneys paid into
not . bY_PPivate parties pending the outcome of litipgation are
countGPOSIts of public funds made by or on behalf of any State,
Withig’t8°h°°1 distriet or other subdivision or municipality
ang iy ihe meaning of Section 19 of the Federal Reserve Act;
Otk - S the view of the Federal Reserve Board that the restric-
the i ontaineq in Section 19 of the Federal Reserve Act upon
are apyTent of deposits and interest thereon by member banks
City Bﬁnicable to deposits payable at an office of The National
Serve Of New York located in Puerto Rico. The Federal Re-
pPGSSedoird’ accordingly, is unable to agree with the view ex-
tion X g the Attorney General of Puerto Rico in this comnec-
interest § of the opinion that the bank may not lawfully pay
Paiq 4y oat 1ts Puerto Rico branch on demend deposits of moneys
Batigy, = CoWts by private parties pending the outcome of 1iti-
" 1
National 5 observed from your letter that you assume that The
Publy o 5 ty Bank may lawvfully pay interest on deposits of
therege 248 made on behalf of Puerto Rico or of municipalities
& State :22 that for this purpose Puerto Rico has the status of
the meaning of Section 19 of the Federal Reserve

Act

LA

thig po?etFederal Reserve Board has not expressed an opinion on
ter {1 no PUt @s an aid in the Board's consideration of the mat-

torney: f°“rd Will be glad to have you submit your views as at-
do So " °r The National City Bank of New York if you care to

Approved.

Tele
* B°Nﬁ, Eram dateq June 5, 1934, epproved by four members of the
L]

to p
* He B. Wells, Bamk Supervisor, Indienapolis, Indiena,

n
(o] Y
U night letter June first. Board's regulation fixing
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"limit of three percent per annum compounded gemlannuallyrzzon
intercgt that may be paid by member banks of Peqeral re;el
SYstem on time and savings deposits was made after cazg u T
SUIvey of rates of interest peid by banks throughout .e‘zo.n v
&d Board does not contemplate reducing su?h maximum llm; dlrnl
18 near future. There is nothing in section 19 of t?e tﬁ e
°serve Act as amended by the Banking Act of 1933 or }n e o
considerations vhich led to the adoption of.tbe Board.s r?guro_
ions thereunder fixing the three percent limit thet Youlurites
Vent any bank o group of banks from fixing lower m,ofx:Lmumd il
i Meny banks have taken such action as a matter of sggnfe

ing Policy. There is likewise nothing to prevent any Sta

Ag authority within the scope of its powers from taking
Such action®

Approved.
Letter dated June 5, 1934, approved by five members of the
BOard, to kr, Wiood, Federal Reserve Agzent at the Federal Reserve
Ba,nk

B, Louig, reading as follows:

"Thig refers to your letter of May 25, 1934, wit@ inclosures,
"ith Tegard to the prictice of the Union Planters National Bank
P Trugg Company of lMlemphis, Tennessee, in respect to belances

L, e Srust department carried in the commercial department of

the ba_nk e

tr "It is understood from the information submitted that the
ust g

°Partment of the bank deposits in the commercial depart-

ot oma]) emounts which it is umsble to invest; that as a mat-

tor op O0kkeeping end in order to show the cost and.proflt.in
Oper&ting the several departments of the bank there is credited
® trusg department 2 per cent of the average balances c;r;

g 42 © commercial department by the trust department; t.a
agsers °f the amount thus credited to the trust department is,
girectly Or indirectly, paid or credited to eny tru§t estate or
eneficiary thereof; and that the trust department in turn pays
iy Eo ® bank all earnings of the departmente : il
o On the basis of these facts, it appeers that Lh? izzczs. g

withhzhtrust department of 2 per cent of its average ba

n © Commercia) department is merely a bookkeeping transac-
] and

» Since rt of the amount is paid or credited to any
e W Other thanéﬁhgabank, it is the view of the Board that no
anmsnt interest within the meaning of Section 19 of the Fed~
e ® Act is involved. However, in a case of this fln?
Sect, °are should be taken to comply with the prov%slgn;hz
ofp lon VIII(&) of the Board's Regulation F in order ? e
tota) f the trust department, in an endeavor to increase

e8ery,

8 o
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"the 8pparent earnings of the department, may not keep balances
of trust funds uninvested end on deposit in the commercial de-
Part

ment for a longer time than is reasonably necessary."
Approved.
Letter to ir. Williams, Federal Reserve Agent at the Federal
ReserVG Bank of Cleveland, reading as follows:

"Receipt is acknowledged of your letter of May 16, 1934,
vogsther With its inclosures, in regard to the action proposed
Yo be taken by The Toledo Trust Company, Toledo, Ohio, in arder
i Somply with the requirement of section 9 of the Federal Re-
2orVe Act that after June 16, 1934, no certificate representing
His stock of any State member bemk shall represent the stock of
any other Corporation, subject to certain exceptions not here
Pertinent, nor shall the owmership, sale, or transfer of any
cortificate representing the stock of any such benk be condi-

oned in any menner whatsoever upon the ownership, sale, or
) transgor of a certificate representing the stock of any other
’; corporation, except a member bank. 3

"From the information submitted to the Board, it is under-
Stood that all of the stock of the Toledo Corporation (Pereln-
Avar °alled the Corporation) is trusteed for the bemefit of the
ghar°h°1ders of The Toledo Trust Company (hereinafter called the
iank) 8d thet the beneficial interests of the Bank shareholders
o Bhe stock of the Corporation are evidenced by appropriate
1o somen; on their Bank stock certificates. In order to com-
ily With the requirement of law aforesaid, the Bank proposes_
i S8ue ang exchange for its certificates of stock now outstand-
g certificates in the same form as the old certificates
hooPt that the indorsement evidencing the rights of the holders
li:reof in the stock of the Corporation will be elimin?t?d.L In
of u Such indorsement, the trustees will issue certlflcauesh
cerz?r.iCiPatiOn in the assets of the trust and thereafter suc
or “floates and the shares of Bank stock may be owned, sold,
5nsferred entirely independently of each other. ]

Stocy is further understood that the trustees holding th?
d80lgps. @ Corporation have passed an appropriate resolution
to v;rlng that it is desirable and the Corporation does elect
the 24 up ang dissolve, as provided in section 862?-?9(0).of

& general Corporation Act of Ohio, but that the filinz with

5 ecretary of State of certain formal papers required by.
| to Statute has been deferred because the Bank does not desire
untyy © Such action and publicize the proposed dlssolutlon1
fop ST 1t is assured of the Board's epproval of the plan

i C i however,
th 9 11qu1dation of the Corporation. It is stated,
%% the Fequisite documents will be filed as soon as the Board's
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t;EPPOVa} of the plen is given, and it has been noted that, in
5 OPinion of counsel for your bank, upon the filing of such
Suments the Corporation will be legally dissolved and there-
- °r will exist only for the purpose of liquidation and may
ianﬁact‘no business except such as may be incidental to the
guédatlon of its business and affairs. The liquidation of
direczrporation will be under the supervision of its board of
congy zrs, subject to control by the court, and such board will
1 ZO of three stockholders of the Bank who ownm, respectively,
diréet » 8nd 240 shares of stock of the Bank. No one of such
Tpors is an officer or director of the Benk.
If the above described plan is consummated substantially
ereagidance with its terms, it is the view of the Board that
of the Cer the stock of the Bank will not represent the stock
o cond_z?POrat%on, nor will its owmership, sale, or transfer
for of ih1°ned in any manner upon the owmership, sale, or trans-
tion ig ® stock of the Corporation. lNoreover, if the Corpora-
Procedurplaced in formal liquidation in accordance with the
of ® set forth in the General Corporation Act of the State
A vaffilggts?ction 8623-79, et seq., it will not thereafter be an
’j of secty @' of the Bank within the purview of those provisions
Dishin °n 9 of the Federal Reserve Act which require the fur-
fili&tssand Publication of reports, and the examination, of af-
Stateq thoi State member benks. Parenthetically, it may be
not; enga = th? Board has been advised that the Corporation is
PUblic guge Prifeipally in the issue, flotation, wnderwriting,
SCope op or distribution of securities and is not within the
np, S8Ction 20 of the Banking Act of 1933.
Pogeg toe Boa?d has considered the documents which the Benk pro-
the Banc use in connection with the separation of the stock of
tion to t;:d the stock of the Corporation, and finds no objec-
Bitiri Same, except as hereinafter indicated. In a letter
el.for your bank under date of lMay 26, 1934, it was
Joing 0o € it was believed en amendment should be made to the
hOlder8 ??unication of the trustees and the Bank to the stock-
Page 4 of t@e Bank by revising the first full paragraph on
Pargs o S81d joint communication, and that the certificate of

in gg¢

i
Useq 1n?::%°n should provide that 'the term "shareholders" as
participatid trust agreement means holders of certificates of
Ungg °n and all rights of and charges against shareholders

T s
:ﬁ: holderstr“St agreement shall inure to and be imposed upon
f

of certificates of participation'. The Board favors

Su
| Tentg b;tince of the changes proposed to be made in such instru-
; OF % firotnsel for your bank, but believes that the revision
l&nEuage ig .full Paragraph on page 4 should contain additional
g ntdlcating clearly that the shares of stock of the Bank
;tion 8 a11erests of the shareholders in the stock of the Corpor-
1 the trustno longer be 'irrevocably inseparable', as provided

8greement, and suggests that such paragraph be
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Tevised to read as followst
'Under the plan herein outlined, the trust agreement
of September 9, 1929, and all its terms, provisions, options
and conditions will continue in full force except that new
and separate certificales of participation will evidence the
Tights in stock of Toledo Corporation, in lieu of the in-
Qorsements on the certificates for bank stock now outstand-
0g; such certificates of participation and shares of stock
of the Bank may be owned, sold, or transferred independently
of each other; the interest in stock of Toledo Corporation
Will be in accordance with the terms of the certificates of
Participation, specimen form of which is inclosed herewith;
8nd the option of the Bank to buy from the Trustees the
::Ock of Toledo Corporation will be terminated by appropri-
°® agreement between the Bank and the Trustees.'
Whi el The Board also feels that it is desirable that the sentence
Darti ?°“n§el suggests should be inserted in the certificate of
clpaflon should read as follows:
Shall‘fhe term "shareholders" as used in said trust agreement
A right mean holders of certificates of participation and ell
ﬂ) &gs § of and charges ageinst shareholders under said trust
! heegment, as modified by a certain joint communication by
oe saFUStees and The Toledo Trust Company to the shareholders
Posedld Bank dated » 1934, shall inure to and be im-
ny, 2POn the holders of certificates of participation.!
ing Actt 238 been observed that since the enactment of *the Bank-
% . C° 1933.the Bank in certain instances has extended credit
in amoun°rp?r&tlon and to the subsidiaries of the Corporation
the Federslln excess of the limits prescribed by section 23A of
seeureda Reserve Act, and that certain of these loans were
Remuch g5 in violation of the provisions of that section. In-
® Bougy Such loans were unlawful when made, it is the view of
sary ¢4 o that the Bank should take such action as may be neces-
the g . educe all such loans or obtain adequate security for
nm ° 28 soon as practicable.
ang publg’aioard has also noted that the Bank failed to furnish
Suang 4, oy reports of the subsidiaries of the Corporation pur-
AP M abg,. Board's early calls for reports of member benks and
in relians’ but understands that the Bank acted in good faith
of the ©® upon an opinion by its counsel that the subsidiaries
P&sig °f°§§°ration were not affiliates of the Bank. On the
18 ngy “ at understanding and of your recommendation that this
| the Pegqp.. o in which the penalties provided in section 9 of
take an al BGSGrve Act should be collected, the Board will not
tieg fo¥ &ction vith a view to subjecting the Bank to any penal-
sty o, § failure to comply with the provisions of law in

n,,
The Boar

report d has not had an opportunity to review in detail
wily Write of examination of the Benk &s of March 23, 1934, but
You in regard to that report at a subsequent date
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"if 1y appears to be necessary or desirable to comment thereon."
Approved.
Letter to Senator Fletcher, Chairman of the Committee on Bank-

o o Currency of the United States Senate, reading as follows:
"This refers to the letter from the Acting Clerk of your
Sommittes, dateq May 22, 1954, inclosing a copy of Se 3651, en-
ttleq 'A Bill To amend the Federal Reserve Act end sections
?197 8nd 5136 of the Revised Statutes, as emended by the Bank=-
& Aot of 1933, and for other purposes', and requesting a
TePort thereon,
"The first section of the bill would amend the last two
Taphs of section 19 of the Federal Reserve Act, which re-
® o the payment of interest on deposits, and the Board be=-
Leves thet the enactment of such amendment would be in the 1
[Merest of the member banks of the Federal Reserve System. The
A ;Frlexibility of the provisions of section 19 regerding the pay-
' L 16 of interest on deposits has caused hardships in certain
) o Stances g member banks and to their depositors and has created
oo lumber of difficulties in connection with the administration
Such Provisions. For the reasons set forth hereinafter, it

Parag

b Pelieyeq the amendment proposed in Se 3651 will eliminate
t1;e°bq°°ti°n&ble features of such provisions and at the seme

" serve to further the purposes of the present law.
of 0 order that the provisions of the last two paragraphs
nwn:actlon 19 may bve sufficiently adaptable to meet'the r?quire-
) o O actual canditions, it is believed that it is desirable
"9t 4n the Board specific authority to define, for the
dep 0888 of sych paragraphs, the terms 'time deposits', ?avings
&ddzz}ts" 'deposits payable on demand', and 'trust funds'. In
auth o0, 1t ig believed that the Board should.be expressly
neeeorized to prescribe such rules and regulations as may be
prev:8§ry T effectuate the purposes of the paragraphs and to .
Purp o¢ evasiong thereof. Se 3651 contains amendments for suc
08980
forgy s rates of interest customarily paid on deposits by
Whiop @nking institulions are often in excess of the rates
Serve gay lawfully pe paid by member benks of the Federal Re-
thep ystem on the same kinds of deposits, end, as a resglt
h ranches of member benks operated in places oqulde of
% iite States may lose substantial amounts of depo§1ts un-
&t g :y 8re permitted to meet competition by paying interest

Vankeyy ? equal to that currently paid by competing foreign

Opinji 5 N8titutions. In view of such circumstances, it ?s the
1s shgﬁlgf the Board that the last two paragraphs of section
b

® amended so as to except deposits payable only at an
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U°?fi°6 of a member bank located outside of the States of the
Mited States and of the District of Columbia from the prohibi-
10N upon the payment of interest on deposits payable on demand
&nd from the provisions relating to the payment of interest on

Ebe and savings deposits. S. 3651 would accomplish this pur-
e.

"T

he bill would also except from the prohibition upon the
g;yzent of interest on deposits payable on demend eny deposit
5, Tust funds with respect to which the payment of interest is
Quired by State law. The laws of & number of States require
b ° Payment of interest on uninvested funds held in trust by
Rntts, and, since trust funds awmiting investment as a practical
io gr must usually be available on demand and may not ordinar-
tion ® carried as time deposits, it is believed that the prohibi-
shoulgpgn the payment of interest on deposits payable on demand
Spect ¢ e mgde inapplicable to deposits of trust funds with re-
220 which the payment of interest is required by State law.
P&ymenzhe Present law provides that the prohibition upon the
{ Congty of interest on deposits payable on demand shall not be
] 2 accued to prohibit the payment of interest by a member bank
f) T, ordence with the terms of any certificate of deposit or
date ogontract entered into in good faith and in force on the
in Substenactment of the Banking Act of 1933. S. 3651 provides
app ance that such prohibition shall not be construed to
bong 14 any payment made in accordance with the terms of a
Comeg z contract in force on the date on which the bank be-
frop th: Ject to such provisions. Such an amendment would except
Payabe Prohibition upon the payment of interest on deposits
8“bseque°§ demend eny payment made by & benk entering the System
Such pg Bt %o the enactment of the Banking Act of 1933, provided
enteredy?:nt 1s made in accordance with the terms of a contract
®Comeg 5 %0 in good feith and in force on the date the bank
"Ti member of the System.
8gaingt t;s the view of the Board that the absolute prohibition
) relaxcde Payment of eany time deposit before maturity should
Datypit S0 as to permit the payment of such deposits before
ships, YAln eXceptional circumstences and in order to avoid hard-
ch py ecordingly, it approves of the anendment in S. 3651
turigy 3 0vrdes that no time deposit may be paid before its me-
Tuleg exﬁept upon such conditions end in accordance with such
serv°|Board?8u1atlons as maey be prescribed by the Federal Re-
1 .
‘ Siong i' 2251 also contains language which would make the provi-
* Svery 3 © last two paragrephs of section 19 applicable to
39ction 1 BWhose deposits are insured under the provisions of
B of the Federal Reserve Act. It is the view of the
system, at bankg which are not members of the Federal Reserve
Slong 4 ut_the deposits of which are insured under the provi-
Said section 12B, should be on the same basis as to the
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ﬁayment of deposits and of interest thereon as member banks of
ar: Federal Reserve System. Under the existing law banks which
11mimembers of the Federal Reserve System are subject to certain
posit&tions and restrictions with respect to the payment of de-
b s and of interest thereon which are not applicable to other
sureq § institutions, notwithstanding that their deposits are in-
tlon under the provisions of said section 12B, and such institu-
S are thereby afforded e competitive advantage over member
Pgif:. Thelproposed amendment would place all banks whose de-
.~ > 8re insured under section 12B on a basis of equality in
-8 respect.
two It should be noted that the proposed revision of the last
X vigiragraphs of section 19 does not provide any penalty for
Sectioation of the provisions of those two paragraphs. Under
Serve g 30 of the Banking Act of 1933, however, the Federal Re-
of tpg %ard is authorized, upon certification by the Comptroller
be, 1 urrency or the Federal Reserve Agent, as the case may
Statse mfemOVG any director or officer of a national bank or
rel&tinim:er bank who shall have continued to violate any law
4 Practi oo © such bank or shall have continued unsafe or unsound
f} een-wces in conducting the business of such bank, after having
safe O:rned to discontinue such violations of law or such un-
it shoulgnSOUDd practices, and it is the view of the Board thet
State no have 1like power to remove directors or officers of
ViSions n?ember'banks vhose deposits are insured under the pro-
catiop 9 Secﬁlon 12B of the Federal Reserve Act, upon certifi-
1t 3, suy the Federsal Deposit Insurance Corporation. Accordingly,
of g, 36€gested that there be added to the paragraph on page 3
51 at line 25 the following sentence:
to z&diTGCtor or officer of any bank who shall have continued
of thg ate the provisions of this or the preceding paragraph
hayy ;ules or regulations issued pursuant thereto after
Offigg ’°en warned to desist therefrom may be removed from
o Ban;n 8ccordance with the provisions of section 30 of
direcyo. 18 Aot of 1983: Provided, That, in the case of a
ficat; Or officer of a nonmember bank, the warning snd cer-
eral p, °n provided for therein shall be given by the Fed-
"SectEOSit Insurence Corporation.!
of sect o °n 2 of the bill would amend the first two sentences
ofn 5197 of the Revised Statutes so as to authorize a
Charge o ra member bank located outside of the United States to

‘ °f the So 8%e of interest equal to the 'rate allowed by the laws
' syl posuntry, territory, dependency, province, dominion, in-
18 Joonteqr S10B» Or other politicel subdivision where the brench
fo * For reasons similer to those set forth in the

fa &menggzagraph of this letter the Board believes that such
Ot is desirable.
8 of the bill would emend the seventh paragraph

Section
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a:f.tsubsection (1) of section 12B of the Federal Reserve Act so
bil'o exclude, in any determination of the insured deposit lia-
i *tles of any closed bank or of the total deposit lisbilities
De Ny bank which is & holder of Class A stock of the Federal
suﬁﬁsit Insurence Corporation, the emounts of all deposits of
bubgt enk which are payeble only at an office thereof located
c°1u;§? of the States of the United States and the District of
18+ It is believed thet such an amendment would be in
Positny With the present purpose of the section to exclude de-
COunts Payable only at an office thereof located in a foreign
bas T¥+ In addition, it is not believed to be desirable that
ute : located in the United States should be required to contrib-
side zhthe §atisfaction of losses incurred by banks located out-
aa8 UPlted States.
wnal Section 4 of the bill would emend section 23A of the Fed-
Strig isorve Act, which prescribes certein limitations end re-
arpiyy gns a8 to extensions of credit by member banks to their
on, Obiies’ and as to investments by member banks in, and loans
L tion 23A8&tions of thair affiliates. The last paragraph of sec-
) claggeg oxempts from the provisions of that section certein
fs holdiof effiliates, including eny affiliete 'engaged solely
i &ffil?g the bank premises of the member bank with which it
worg 1, i&te?': The proposed emendment would strike out the
not g i_e}y in the phrase quoted, so that the exemption would
Premi s imited to an affiliate engaged 'solely' in holding the
nee OF en affiliated member bank.
5 the view of the Board that such en amendment should
oPted, because it would relax the provisions of Sec-
ich are designed to restrict certein unsound banking
°8 formerly existing to an extent which is clearly unde-
Wag th e F°r.exmnple, prior to the enactment of Section 23A it
tio Practice of member barks to create affiliated corpora-
Premg < deal‘in or hold real estete other than the bank's owm
his is believed to be an unsound and dangerous prac-
perpetu&tzhe Proposed amendment would probably result in the
" on of that practice.
amendmentevenmore serious consequence is the fact that the
8P1)5q1, Uil make it possible for e bank desiring to have en
%0 evage tWhlch is not subject to the limitetions of Section 23A
ban) he law by causing the transfer to the affiliste of the
Thereafter, under the proposed emendment, the
&te vy 40k could continue to operate and deal with such affili-
Pougi}ye pe TOBArd to tho provisions of Seotion 23h. It is im-
&ffili&te © Prophesy how far the benks would go in utilizing en
ang 4y °hgaged in holdine the bank premises for other purposes,

“20a

S

ot be
fon : ad

Practjq
sirable

e
destroy :ﬁactment of this amendment, therefore, might virtually
Oarg doe ® effectiveness of section 23A. Accordingly, the
§ Mot favor its enactment.
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"Section 4 of the bill would also emend the last paragraph
ction 234 so as to make the provisions of that sectl?n in=-
&Pplicable to any subsidiary of an affiliate in whose cepital
Stock & national banking association may invest pur§u§nt to sec-
tlon 26 of the Federal Reserve Act, and to any subsidiary of en
effiliate orgenized under section 25(a) of that Act, in eny case
;2 Vhich more then 90f of the stock of the subsidiary is ovmed
by the affiliste. In effect, the proposed emendment would ek
xempt, altogether from the provisions of section 23A a §u?51d1-
SV Of en affilinte of the kind referred to, if the affiliate
shoulg ovn more then 90% of the stock of such subsidiary, re-

88rdless of the character of the business engaged in by the sub-
Sidiary.

of se

"It ig the Board's view that there is no proper basis for
oXoepting Organizazions merely by reason of the fact that they
2r® subsidieries of a corporation in the capital stock of which

tlona] banks are authorized to invest pursuant to section 25
°f the Federal Reserve Act or of a corporation organized under
“9¢tion 25(a) thereof. It is to be observed that the proposed
txeeption in favor of such organizations would not be based upon

° Character of business in which they are engaged but merely
pon the fact that they are subsidiaries of corporations of the
~0d mentioneq, It is believed to be neither logical nor proper
w% Sxcept 4 subsidiery of an effiliate of the kind referred to
Otﬁz ©® Provisions of section 23A would remsin applicable tﬁh
samer affiliates of the member bank which may be enﬁaged in the
8ion king of business as the subsidiary excepted. 7The provi-

.5 Would remaip applicable to such affilistes even though

elr"entire capital stock is directly owned by the member bank.

For the reasons indicated, the Federal Reserve Board does

2 ff§v°r the enactment of the amendments conteined in section
. 3651. >
]

Section 5 o the bill would emend paragraph 'Seventh' of
,zection

5136 of the Revised Statutes so as to authorize national

Jeet 28 *8sociations to underwrite investment securiti?s, sub-

Yo the limitetions now applicable under that section to ‘
elieu 2h8se of inyegtment securities by na?ional banks. {t ;s
“nder:ed i AU an emendment which would permit national banks to
°Ped1€rite investment securities would provide a new §ourc? of
latg for financing capital issues and would aid i? the stimu-~

il Pusiness, and, accordingly, the Board is in favor of
theamendment which would permit national banks to contract for
g“&rgurchase of investment securities, subject to proper safe-

228 o the exercige of such power. However, it is the
ti°11a1 bthe Board that such authority should not ?e glven.tz ?%__
tion 0 ks unlegsg they are forbidden to engage in the d1§ ribu
aecuriti Vestment securities and are prohibited from selling
i deale::.ﬁo 8cquired except on the open merket through brokers
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Approved, together with a draft of a similer
letter to Senator Fletcher, prepared for the signa-
ture of the Secretery of the Treasury in accordance
With a request received under date of lay 28, 1934,
from Mr. Williem H. McReynolds, Administrative As-
8istant to the Secretary.

Letter to Senator Fletcher, Chairmen of the Committee on
lnlung and Currency of the United States Senate, reading as follows:

C1 "Thig refers to the letter of lMay 18, 1934, from the Acting
35§rk of your Committee, in which a report is requested on S.
ti § entitleq 'a bill relating to dividends and surplus of na-
blonal ing essociations's The bill would require a national
2nk before being euthorized to commence business to have a paid-
L surplyg equal to 20 per cent of its cepital stock with certein
broc? tons end would also require such & bank before the declara-
S dividend to carry one-tenth part of its net profits of
e o Preceding halr year to its surplus fund until the seme shall
qu&lnits capital stock.
| angd he proposed amendment would affect national banks only
of tgzuld have no direct effect on Stete banks which are members
degi Federal Reserve System. Accordingly, the question of the
r&bllity of the enactment of the bill S. 3636 would appear
of te oD Primarily within the jurisdiction of the Comptroller
he F Currency end a matter upon which it is unnecessary for
Boardegeral Reserve Board to express an opinion. Horever, the
88 N0 objection to the enactment of the bill."

T

Approvede.

o Letter to lir, Ralph C. Gifford, President of the KEentucky
tle 1

ek COmpany, Louisville, Kentucky, reading as follows:
]
reQ“eszh%s refers to your letter of May 16, 1934, in which you
tain o Yo be advised whether the issuance by your bank of cer-
Vigig 8l egtate debenture securities' is affected by the pro-
us, °F the Banking Act of 1933.
es 1 is understood that the Kentucky Title Trust Company
thaOQns 8écured by first mortgages on improved real es?ate
to Ong the obligations secured by such mortgages are assigned

Of g trust WO corporate trustees, in accardance with the terms

ban) whi 8greement, to secure the payment of bonds of your

Copy ¢l &re 5o0ld to the publice. From an examination of the

ga the trust agreement end of the sample copy of the mort-
&8 bongg i

Ssued by your bank pursuent to such agreement, it
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J "also eppears that these bonds are issued serially in denomina-
tions of %100.00, $500.00 or $1000.00 each, that the bongs bear
interest payable semiannuelly, that the bonds are negotlgble, ?hat
Such bonds ere direct obligations of your bank and thu? in addi-
ion to obligations secured by mortgages certain securities of
cPecified classes may be deposited with the trustee to secure
© Payment of such bonds. You have also advised thuE such out~-
Standing bonds at one time amounted to epproximately $13,000,000
®d &t this time amount to approximately $8,000,000.
. "The Board understands that the Kentucky Title Trust Compeny
8 8ffiliated with the First Netionsl Bank, Louisville, Kentucky,
Within the meaning of Section 2(b) of the Banking Act of 1933.
In View of this fact, your attention is called to Section 20 o?
the Benking Act of 1933, which prohibits a member bank from being
affiliated with corporations 'engaged principelly in the issue,
lotetion, undervriting, public sale, or distribution at whole-
€ or retail or through syndicate participation of stocks,
onds, debentures, notes, or other securities', after June 16,
1954, o the basis of the facts presented therefore, it appears
that 314 Will be necessary for the Kentucky Title Trust Company

£ ake 8ppropriate steps to comply with the provision§ of Sec-
'k iiO? 20 of the Banking Act of 1933. For your information there
8 nclm e

) 114 d herewith a copy of the Federal Reserve Act on pages
£ 4po0 116 of which you will find the provisions of Section 20

deee2® Barking Aot of 1933 and on page 114 you will find the

*nltion of an affiliate referred to in Section 20s .

is ol course, the question whether a particulgr organlza?ion

in ngaged 'Principally' in the business of issulpg or dealing

e Socuritieg vithin the meaning of this section 1s.essential¥y

ciguestion of fact which must be decided on the basis 9f al} the

a SWnstances involved in each perticular cese, but, since 1E.

ik rom the last report of examination of the Kentucky.iltle

%gugg Company that its outstanding bonds amounted to app?oxlmately

@3,169’ 88 compored with deposits amounting to approximately

00;3-1’512' t would seem that your company should p?operly be

e rld?red 88 principally engaged in issuing securities. How-

Agen£ 4 you so desire, you may submit to the Federal $e§erve

faot &% the Federal Reserve Bank of St. Louis any add}tlonall

the ; °R this point that you deem appropriete and he will advise

2&1‘(1 thereo.f .

Of o pF 8ttention is also celled to the fact that Section 21(a)
for oo, 0king Act op 1933 makes it unlawful after June 16, 1934,
e S Corporation * * * engaged in the business of issu-
-underWriting. selling, or distributing, at wholesale or
* OF through syndicate participation, * * * gtocks, bonds,
Same 44 ©8, notes, or other securities * * f to engage a? ?h?
depogyt ® %o eny extent whatever in the business of recelving
80 8RS e, This section provides a penalty of fine or 1?-
ament fop violation of its provisions and the interpretation
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LOf the Provisions of such section is a matter entirely within
the Jurisdiction of the Department of Justice. Accordingly, the
&'d does not attempt to rule upon questions arising under this
*tatute or other statutes the violabion of which s subject to
rimina) Prosecution; but the provisions of Section 21(a) are
%8lled to your attention for consideration as to vhether, after
i;ﬁe 16, 1934, the business transacted by your compeny would be
s Wolation of that sectione The provisions of Section 21(a)
the he Banking Act of 1933 may be found on pages 169 end 170 of
ifﬂlosed copy of the Federal Reserve Act. :
T It is understood that the directors of the Kentucky Title
Fust Company are also serving as directors of the First Netional
i:nk of Louisville, Kentucky. In this comnection, your attention
193§al.ed to the provisions of Section 32 of the Banking Act of
betWBW1th regard to imterlocking directorates or other relat?ons
the ben & member bank and an orgenization engaged primarily in
or Usiness of purchasing, selling, or negotiating_securlti?s,
youry°ur Consideration in working out the problems involved in
referiase by reason of the provisions of Sections 20 and 21(9)
Aot ®d %o above. The provisions of Section 32 of the Banking
of the p 33 are set out on peges 127 and 128 of the inclosed copy
format ederal Reserve Act. There is also inclosed for your in-
Wi th 0D in this comection & copy of the Board's Regulation R
Tegerd to relationships covered by Section 32."

Approved.
Let‘ber tO I\Jr.

Case, Federal Reserve Agent at the Federal Re-
serve B&nk

°f New York, reading as follows:

1
Federafhés refers to a letter to Mr. W. H. Dillistin, Assistent
dateq e °Serve Agont at the Federal Reserve Bank of New York,
t&ry of 1934, from Hre W. A. Rush, Vice President and Secre-

5 he B?nk of the Mavhattan Compeny, New York City, a copy

dateq ya. o8 inclosed in a letter to the Board from lire Dillistin,
Whethe, o 0’ 1934. Mr. Rush's letter deals with the question
Of the e lew York Title & lortgage Corporation is an affiliate
affiliat:nk of the Manhatten Compeny within the definition of an
u B section 2 of the Banking Act of 1933.

2 th ﬁy Teason of the provisions of subsection b(Z) of section
the BanEW.Y°Tk Title & lortgage Corporation is an affiliate of
Song if it 45 controlled by shareholders among whom are per-

sh&rea ofng s °°ntrolling either a majority of the outstending

Bhares Votthe Benk or more than 50 per centum of the mumber of

Pregg i ®d for the election of directors of the Bank at the

ng election, It is understood that as of December 15,

stributeztock of the New York Title & Mortgage Corporation was
Yo the stockholders of the Bank of the Menhatten

C

L
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“C°mP&ny so that for a time et any rate the Corporation was an
affiliate of the Bemk within the above montioned provisions of
Subsection b(2).

"Mro Rush indicates that because of the large number of
Stockholders of the Bank there is great practical difficulty in
Sscertaining whether, among the stockholders of the Corporation,

°re are persons who ovm or control either a majority of the
Shares of the Bank or more than 50 per cent of the number of
Shares of the Bank voted for the election of its directors at
® last election, which, it is understood, was held in December,
The difficulty arises from the computation necessitated
: statute, and it must be obvious that the consequences,
Which by the statute are predicated upon the affiliation, may
Eﬁt be ignoreq because of the difficulty in ascerteining that

® affiliation exists.
tha ¥r. Rush also states in the last sentence of his letter

t in view of the fact that the lNew York Title & lortgage Com-
Eiﬁy' & Wholly owned subsidiary of the New York Title & lortgage
st°p°ratlon, is now in rehabilitation end that the shares of its
11 oK constityte substantially all of the assets of the Corpora-
b Bank’,the Question whether the Corporation is an affiliate of the

Wity yould esppear to be acedemic'. The Board is uuable t? agree

tion this conclusion of Mr. Rush. The nature of the.rehablllta-
act of the New York Title & lortgage Company is an important
of tﬁr -0 determining whether or not that Compeny is an affiliate
cant z » but the rehabilitation of the Company is.n?t signifi-
the By eVermining whether the Corporation is an affiliate of
OPiniop ?he facts disclosed by Mr. Rush indicete that in his
°rpo:n it is not importent that reports of condition of the
disoloatlon be submitted and published since such reports‘would
but; 8¢ little except the ovmership of the stock of the bompgny,
of aegtgxeeptiOH of this nature is justified under the prov?31ons
5(c) 4 °R 9 of the Federal Reserve Act, as smended by §ec?1on
ang Pubthe ?anking Act of 1933, which require the furnishing
banks, - o&%lon of reports of all affiliates other than member

by the

n
&ffiliz:e Tosponsibility for determining the existe?ce of its
the g, > T®Sts squarely upon the member bank and in order that
Dentg . Y B0t be misled by the absence of a reply to the state-
the 3 9o in ur, Rush's letter the Board requests you to advise
i the ¢ °f the substance of this letter and to point out that
Y8y in vgfporaﬁon is in fact an affiliate of the Bank the only
prescrib ~°h the Bank may avoid becoming subject to the penalty
With ®d by the seventeenth paragraph of section 9 is to comply
the rg : Provisions of that section by obtaining and furnishing
segorts ¢alled for. You are also requested to keep the Board
Pli&nc o? the Steps which the Bank takes to insure a full com-
® With the law,"

Approved.
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Letter to Mr. McClure, Federal Reserve Agent at the Federal

ese
TVe Bank of Kensas City, readinpg as follows:

"Receipt is acknowledged of your letter of May 23, in which
gz:isay that in a recent credit investigation of the Fidelity
m 08 State Bank, Topeka, Kansas, it was developed that this
mber bank was affiliated with the Farmers State Bank, Bucklin,
r:gzas: and the Plains Stete Bank, Pleins, Karsas, but that no
atesr‘cs had been submitted by the member bank for these affili-
Bl In cagses of this kind where a member bank fails to submit
affi{;bIISh en affiliate's report because the existence of an
s §tion has not been recognized or determined, and where
Pu ® 18 no evidence of an attempt to evade the law, no practical

da€p°s° &ppears to be served by publication of reports as of
HB&Zi enterior to the ocurrent call date, except as a disciplinary
re,

Sh Since you haye notified the member bank that it vill be

t;sary for it to submit end publish reports of its affiliates
Reser:etlme of the next call for condition reports by the Federal
Was not Board, and since it is your opinion that the member bank
Proves aware of the existence of the affiliation, the Board ap-
be Yot your recommendation that the reports of these affiliates

n. equired for past call dates.
in the t appears from informetion which you supplied to the Board
b folgas?’ that, besides the banks mentioned, there are also
trOlled OWilng which comprised all together a chain of banks con-
by Je He Collingwood and family:

a::: Bank of Pretty Prairie Pretty Prairie
Copelrs Sﬁate Bank Sabetha
atan:nd State Bank Copeland

& Vailstate Bank Satanta

n ey State Bank Topeke

the Pres Will be appreciated if you will inform the Board as to
they 45 B¢ status of this chain, eand vhother any banks other
Plajng. . &'Mers State Bank, Bucklin, snd the Plains State Bank,
Fideli% S cb may belong to the chain, are affiliates of the

of 1933Yu 8Vings State Bank under the terms of the Banking Act

Approved.
Let
ter to ur, Newton, Federal Reserve Agent at the Federal

Reg
erve B
°f San Franciseo, reading as follows:

"\t,?
Menh g ith reference to affiliates' reports submitted by State
arch g &ggs in your district in response to the Board's call of
b ]

> We desire to call your attention to the following:
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"American Trust Company, San Francisco. On the copies of
Form 220 submitted by this member bank for its affiliates, the
T8verse of the form is filled out only by the affiliates con-
trolleq by the member benk and its direct holding company af-

iate, the American Company. It will be appreciated if in
® future the detailed informstion required on the reverse of
® form as well as the general description of the affiliation
Vel on the face of the form is furnished for all affiliates.
this respect it is noted that the reports of the Atlas Cor-
Poration, the Pacific Eastern Corporation, and the American
omMpany do not show the number of shares of the American Company
0d the Pacific Eestern Corporation involved in the Atlas Cor-
Poration: g indirect control of the American Trust Companye
) "First Security Bank of Idaho, Boise, Idaho. This member
b Submits reports on Forms 220 and 220-a of its two member
U:pk affiliates, the First Security Bank of Utah, N. A., Ogden,
3o &nd the First Netional Bank, Salt Lake City, Utah. There
menh o, COUFSe N0 objection to submission and publication by a

°F bank of reports of its affiliated member banks, but it
. SUgpested that you meke sure, if you have not already done
?f 20 that {he member bank is not under the impression that it is

Toquireq o submit and publish such reports. The member bank

;iSO Submi tg
Quidat

the ¢ ion,

gi

end publishes reports of certain affiliates in
which as stated in the instructions accompanying
orms is unnecessary.
the p 2¥in Fells Bank & Trust Company, Twin Falls, Idaho. On
affilgce of Form 220 as excouted for the Homs Loen Company, an
‘8te of this member bank, it is indicated that the bank and
the stmﬁ Loan Compeny are affiliated by virtue of the fact that
Cage tﬁck Ownership of the two is identical. This being the
be 1y ? Snswer under item 5 on the reverse of the form should
98" in the came of at least one of the sub-items (a), (b)
* In the published report certain items are omitted. As
he instructions on the reverse of Form 220-a all the
Should be included in the printed report and the word
to p Should be used in the cases where there are no amounts
e"TBPOrted.
rePOrt-EEEEEE_EPd llerchants Bank, Provo, Utah. In the p?blished
ben, tﬁf the General Assets Compeny, an affiliate of this member
Stateq ® 1tem 'Stock of other banks owned' is omitted. As
itemg shn ¥he instructions on the reverse of Form 220-a all
'Nong+ sould be included in the published report and the word
» Ported. ould be useq in cases where no amounts are to be re-

"
n?mbery§eh-§3IinS & Trust Company, Salt Leke City, Utehe. This

iteng
'None t

lon op :nk reports its holding company affiliate, the Corpora-
day Sqqp President of the Church of Jesus Christ of Latter-

T 8, ang four affiliates, namely, Zion's Savings Bank &
0ys Utah Savings & Trust Safety Deposit Company, Utah

Compg
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?SaVings & Trust Abstract Company, and Utah Saving§ & Trust‘Bulld-
28 C°mPany. It appears however from the information supp11e§

N comnection with the application of this member bank's holding
‘ompany affiliate for a voting permit thet the holding company

affiliate also owms the following subsidiaries: :
Utah State National Benk Temple Square Hotel
Beneficial Life Insurance Company Zion's Securities Corpora-
ayton Sugar Compan tion g
Utah Hote% Company 4 Deseret News Publishing Co.

"Since these subsidiaries are owmed by the Corporation which
is the controlling shareholder of the member beank, it would ap-
Pear thay they were affiliates of the member bank under the terms
of Section 2 (b) (2) of the Banking Act of 1933, and should be so
Teporteq.

"Cof fman-Dobson Bank & ITrust Company, Chehalis, Washington.
In.the heading of the report submitted on Forms 220 and 220-8 by
E 18 member bank for its affiliate, the Coffman-Dobson Inyeétment
SOmpany, the latter is described as a holding company affiliate.
aince it appears from the information furnished elsewhere on Form

20 that the affiliate ovms no stock of the bank, and exercises
o0 Control gyer it, it should be described as an affiliate and
%8 a holding company affiliate.
b ¥ is not considered necessary at this time that reports
. Publlished. in oorrected fomm, but it is -degired that the

£°int3 Which have been mentioned be brought to the attention ?f
S Bember banks concernsd for their guidance in the preparation
1 publy
fur

cation of reports submitted in response to fu?ure calls.,
Forn 2 © appear not to have received proof of publication on

m 20-a of the affiliates' reports for the following State
Cmbey banks

Commercial Bank of Spenish Fork, Utah

gtate Bank of ®ilbur Wilbur, Washington :

Pokang ¢ Eastern Trust Company Spokane, Hashington'
Approved.

Letter deted June 5, 1934, epproved by five members of the
ard, 4o My,

B

mkm\_
B

Oston, reading as follows:

Curtiss, Federal Reserve Agent at the Federal Reserve

n
of M The Federal Reserve Board has received lir. McRag's letter
Denigy 18, 1934, concerning the epplication of Mr. F. ﬁinche§ter
to i undep Section 32 of the Banking Act of 1933 for a permit
Ve at the same time as a vice president smd director of
Bank

Evsrett and Trust Company, Everett, Massachusetts, and

°® President of The First of Boston Corporation of




v

n
Massachusetts, Boston, liassachusetts.

"It appears from Mr. Denio's letter of Mey 18, 1934, and
from the extract from the minutes of a special stockholders'
neeting that The First of Boston Corporation of lMassachusetts

48 been placed in formal liquidation, and thet it vall mot
transﬁCt any new business.

N In view of the above facts, the Board agrees with lir.
CRae!g Suggestion that no permit under Section 32 is required
°OVe?ing ir. Denio's service to the above named institutions,
"d it w11 be appreciated if you will advise him accordingly."

Approved.

Letter dated June 5, 1934, approved by five members of the
O&I‘d, to M,

Bayge

B
Curtiss, Federal Resorve Agent at the Federal Reserve

0] V.
f Boston, reading as follows:

of "The Federal Reserve Board has received lir. McRae's letter
!‘ MarM&y 28, 1934, concerning the application of Mr. Edwin R.

L 4 ndtshall under Section 32 of +the Benking Act of 1933 for a per=-
Bouleo Serve at the same time as an of ficer and director of the
g avurd Tru§t Company of Brookline, Brookline, liassachusetts,
of Mas 81 officer and director of the First of Boston Corporation

Ssachusetts, Boston, Massachusettse.
The py, ', 2PPears from lr. lorshall's lstter of May 25, 1934, that
fo rst of Boston Corporation of Massachusetts has been placed

1n538tmal liquidation, end that it will not tremsact eny new bus=-

n
R&e's In view of the above facts, the Board agrees with Mr. le-
Cover Suggestion that no pemit under Section 32 is required

anqg iéng lr, Marshall's service to the above nemed institutions,

will be appreciated if you will advise him accordingly."
Approved.

E°Mﬁ1 tLetter dated June 5, 1934, approved by five members of the

Bayy, ° ¥ry Ruel P. Pope, Vice President of the Beverly National

BBY
rly, Massachusetts, reading as follows:

"
25, 19226 Federal Reserve Board has received your letter of May
Wdey g 2 SOBcerning the application of lMre. Charles E. Ober
Serve oy 2OR B2 of the Banking Act of 1933 for a permit %o

N&tional © same time as president and director of the Beverly
1 » Beverly, Massachusetts, and as vice president and
tone & Webster and Blodget, Incorporated, New York,

dlreetor of §
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"New York, in charge of its Bostan branch.

"The Board has considered the statements in your letter
‘oncerning the course of dealings between the bank and the se-
‘urities company, and the value of lir. Ober as an officer and
Urector of the bank. Careful attention has also been given

© your discussion of the general condition of the bank, the
Lotg aspootation of the applicaxb Wit the baik, afd the Héces~
Sty of the bank obtaining advice in respect to its securities
a%count, of a kind which the applicent is qualified to render.

"However, the action upon Mr. Ober's application wms taken
Pursvant to o general policy which the Board adopted in order

® carry out the purposes which it believes the Congress had in
in enacting Section 32, and it is believed that permits
d not be granted covering relationships of the type in-
Yolved in hig application, even though the particular applicent
48 1ot allowed his interest in a securities company to influ-
énce hig Judgment and actions as an officer or director of a
Membey bank,
o "?he Board believes that your letter states no facts which
thuld Justify it in making an exception in Mre Ober's case, and
°refore has decided that his application should be denied."

Bhoul

Approved.

Letter dated June 5, 1934, approved by five members of the

ek Yr. Winslow Sears, Boston, Massachusetis, resding as fol-

curti"Ybur letter of May 17, 1934, addressed to Mr. Frederic H.
Bankiss Soncerning your application under Section 32 of the
direo:g Aot of 1933 for a permit to serve at the same time as a
of 8¢ Or of United States Trust Company and as a gencral partner
ferregr: Company, both of Boston, Massachusetts, has been re-
ng © the Federal Reserve Board. ;
lottep areful attention has been given to the statements in your
the Uhi:nd in the letter of lr. A. C. Ratshesky, chalrman.of
88 g g °d States Trust Company, regarding your desirability
tryg rector, ang your continued interest in the welfare of the
PUrchagompany‘ It has also been noted that the trust company
Partneres.nO Securities through Sears & Company or through any
os%, nshlB Or corporation in which you have a financial inter-
& Co “he Loarg pog also considered your statement that Sears
Secyry 8 not now engared in the flotation of new issues of
that n that it does not accept deposits from its customers,
it nor you borrow from the trust company, and that

any &
ties,
®ither

tionede Willing to agree to resign before any of the above men-
i 8nsections occure

T
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"However, the action upon your application vio.s teken pursu-
% to a general policy which the Board adopted in order to carry
out th

@ purposes which it believes the Congress h?d in mind 1nt
Snagting Section 32, and it is believed that permits sh?uld no

granted covering relationships of the type involved in your
&plication, even though the particular applicent has ?qt allowed
18 interest in a securities company to influence his judgment
%d actions as an officer or director of & member bank. 5

"The Board believes that your letter states no facts which

Would Justify it in making an exception in your case, an% there-
fore hag decided that your application should be denied.

Approved.

Letter dated June 5, 1934, approved by five members of the

B
°rd, to lr. Case, Foderal Reserve Agent at the Federal Reserve Benk

of §
oW York, reading as follows:

"Receipt is acknowledged of your letter of lay 11, 1934 in
"ich you inclosed proposed form of letter to be used by you
o Obtaining the information which the Board's letter of April
o 1934 (X-7866) stated would be necessary in order to enable
3 o determine whether organizations engaged in the mortgage
Usiness, which are involved in pending applicatlons.und?r
°ction 32 of the Banking Act of 1933, are actually organizations
gf the kind referred to in thet section, so that the Doard may
te 1 & position to determine whether the statute is applicable
© the relationships described in the respective applications.
£ "The form of letter which you inclose includes & Potation
iy body of the Board's letter of April 16, 1934 (X~7866)

loan b

iﬁd 85ks that the information therein described be furnished
YOU in duplicete. :

Prop the Board feels that the procedure which you propose is
er

énd has no objection to your writing letters in the form

ou inclose,

the B n ?ddition to the information specifically described in

be o oFd's letter of April 16, 1934 (%=7866), the Boa?d would
Blad 1o pgye any further information or comments which you

be furnished, and, in each case, the opinion of

Or your bank upon the question presented."

h
i "y

¥ shoulg
°°uhsel £

Approved.

Letter dated June 5, 1934, approved by five members of the
8 > %o N, Stewart S, Hathaway, President of the Institutional
eeurities o

°TPoration, New York, New York, reading as follows:
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"Under date of December 20, 1933, you addressed a letter to

Governor Black of the Federal Reserve Board asking whether_the

%ard would regard your corporation as a dealer in securi?les
"thin the meaning of Section 32 of the Banking Act of 1933.
or a conference with members of the Board's staff, you have
then an additional letter dated May 7, 1934 giving further
formats on regarding the nature of the business conducted by
Your corporation.

"From your letters it appears that your corporation was
reated for the purpose of purchasing mortgages from mutual sav-
ings banks 3n the State of New York in cases where it might be
desirable, from the standpoint of the bank, to liquidate a per-
Sentage of its mortgage assets. All of the stock of your cor-
Poration is owmed by such savings banks. Your corporation pur-
Chages mortgages from the savings banks, payment therefor being
Dep. Partly in cash and partly by the issuance of Participating

Sbentures, an individual debenture certificate being issued in
SoMeotion with each mortgage purchased. The amount paid for
o mortgage is fixed by your corporation after an inspection
T 8Ppraisal of the property covered. Mlortgage papers consist-

of original mortgage, bond, title memoranda, assignment to
g::? Sorporation, and all other documents pertinent to the trans-
103 &re examined before the purchase is made.
st ?bur Sorporation is borrowing extensively from the Recon-
“Uetion Finanee Corporation, on the security of the mortgeges
Ous Purchesed, in order to supply itself with additionel funds
n "9 such purchases. ; :
Prines cordingly, it appears that your corporation 1s_eng§ged
secu;lpally in dealing in individual mortgages and obligations
not ‘ed ereby. The Board believes that such obllg?tlons ere
Upon zecurities' within the meaning of Section 32. Therefore,

Bosrg he bagig of the facts submitted, it is the opinion of ?he
to of that Section 32 of the Banking Act of 1933 is not applicable
ficer SOrS or directors of member banks who are serving es of=-

S or directors of your corporation.”

wri

Approved.
B Stter dated Jyne 5, 1934, approved by five members of the
&rd’ £
el Case, Federal Reserve Agent at the Federal Reserve Bank

ki Yew Ybrk

> Tading ag follows:

] The
ilic ati on

Federal Reserve Board has under comsideration the ap-
of Frederick J. Lismen under Section 32 of the Banking
Or a permit to serve at the same time as a director
&l Trust Company, New York, New York, end as of-
rector of the Lismen Corporation, New York, New York.

ct
of of 1933 £

e Col s
fiCSr ang g;u'
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"In its answer to Question 2 on F.ReBe Form 992, the appli-
°&nt states the genernl mature of the business of the Lismen
cgrporation to be the 'purchase and sale of securities for ec=-
in#nt of Lisman Corporation end for customers'. That company,

& rider attached to F. R« B. Form 99¢, mekes the following
Statemont:
' The Lismen Corporetion was formed in March 1931. It has
D0t participated in eny syndicate with the exception of
o™ming one smell privete group in which only a very few
People participated. The Corporation might, in the future,
°hgege in the underwriting, flotetion, end distribution of
Security issues when an opportunity arises which might ap=-
Peal to the Board of Directors.'
nﬁarlvThe Statement of that company on the same form shows that
s°curftone:ha1f of its assets are composed of 'other bonds end
'Purc; ies'. This fact would seem to indicete that the phrase
fan 85e and sale of securities for account of Lisman Corpora-
dﬁalerm?y refer to transactions by that compeny as a retail
bY the in securities; end in thet event the reletionship covered
& > &Pplication would be within the scope of Section 32
f‘ Atiory Furthermore, Calvin Bullock's 'Security Dealers of North
4 vice (1934 edition) describes that corporation as
TngoLoT8 in Railroad, Public Utility, Foreign end
Tt 3n ustriel Issues'.
that Understood from the remerks in the preface of that book
by ¢ g foregoing statement is based on information submitted
1igh ealer in reply to a questionnaire issued by the pub=-
°T'8 of the book.
1nf°rm§€z°Ver, the Board does not believe that it has sufficient
Cordingy on to ?nable it to meke a decision in the mattier. Ac-
to thegBy' 1t will ve appreciated if you will obtein end forward
Lig oard further informstion regarding the activities of the
particu Orporation over the period of the last three years with
with ¢ ear reference to the activities of that firm in comection
Batype angUPChase or sale of securities for its own account, the
type of it Purpose of such transactions, the proportion of that
to il 8 business to the total business of the firm both es
Securitiesoﬁ Purchases and sales, end profits, the nature of the
ealt in end such other informetion as you may deem

Pertiy,
ST AN the rramisas; together vith your remarks."
4 Approved.
Lety
o °r dated June 5, 1934, approved by five members of the
* % N, g, s,

Rippel, Newnrk, New Jersey, reading as follows:

n
R
in °°nn:2:§pt is acknowledged of your letter dated May 10, 1934,

°n with your epplication under Section 32 of the
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BBanking Act of 1933 to serve at the same time as Chel rmen of the
%ard and director of the lMerchants & Newark Trust Company, and
Zscchairman of the Board of Directors end director of Je« Se Rippel
Ompeny both of Newark, llew Jersey, from which letter it is

Joted that you will submit to the Federal Reserve Bank of New

ork &dditional informetion in support of your application.

ESlal The Board wishes it understood that its action wes based
andery upon the fact that your reletionships with The lMerchents
come‘ewark Irust Company and the firm of J. S. Rippel & Company
that within the prohibitions of Section 32« The Board believes
the B°n8.of the principal purposes underlying the enactment of.
from anking Act of 1933 was the divorcement of commerciel banking
it investment banking and that Section 32 was enacted to fur-
shi the purposes of that act by terminating certain relation=-

- 55 between member banks and dealers in securities. Accord-
thEty. the Boerd feels that it should not grant permits under
Ehia k§ect10n authorizing relationships which are actually of
ind referred to thereir.

5 Th? firm of J. S. Rippel & Company appears to be a deeler
Acgozsgscment securities of the kind referred to in that section.
exceptingly, the Board felt that it could not properly make an
e On in your case snd grant a permit authorizing the con-
2 of the relationship referred to in your epplicetion.

plicatit 15 the Board's practice to afford to persons making ap-
5 pre 0n§ under the provicions of Section 32 every opportumity
as beSGni any facts or srguments bearing on the subject amd es
to giv:n Pointed out to you previously, the Board is prepared
Tenty g Careful considerstion to such additional faets or argu-
any r1n§1y°“ may desire to present. Consequently, before meking
f“rther ; decision on yow applicetion, the Board will avmit the
to the : Aformation which you have advised that you will submit

A

Yory » ederal Reserve Agent at the Federal Reserve Bank of New

Approved.

Le %
fo1y tter to k. Williem Ae Pohl, Cincinnati, Chio, reading as
Ows

n
APril ghe Federal Reserve Board has considered your letter of
the By, 1. 1934, regarding your application under Section 32 of
8 g iy Ng Act of 1933 for a permit to serve at the same time
8ctor of the Second National Bank and as en officer and

dix‘ect
nor OF Grau & Company, both of Cineimnati, Ohioe

Sion t
® engapeq

imPreSI- 4PPears from your letter that you may be under the
Wer hat a permit would be grented if Grau & Company
Primarily in the purchase end sale of securities
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n
88 & principal, and that a permit would be denied if the compeny
Were engaged primarily in a brokerage business. The Board has
Truled, however, that the provisions of Section 32 are inapplica-
sai to a broker, who merely executes orders for the purchase and
tha: of securities on behalf of others in the open market, but
86 the provisions of the section are epplicable to a dealer in
Curities who purchases and sells securities as a principal, and
rezt Permits should not be granmted authorizing officers end di-
°£5 of member banks to serve such deaslers in securities.
Do in your letter, you state that approximately ninety-five
Purch:c of the business of Grau & Compeny is comprised of the
in suc;e and sale of municipal bonds. The Board understends thet
i Purchases and sales, Grau & Company acts as a principal.
evia bsuch circumstences, it appears that the relationship cov-
Was govs CUr @pplication is within the class which Section 32
®signed to terminate.
tion'y t should be understood that the deniel of your applica=-
ank., BTHO reflection upon your desirability as a director of the
Section gg Board believes that the Congress, by the enactment of
Weon mags has determined that imterlocking relationships be-
With er ?anks end dealers in securities are incompatible
your o 31PUb1}c interest. Since the relationship covered by
the Bozgdicatlon is cne of the kind prohibited by that sectioe,
has concluded that your applicetion must be denied.

Approved.
Le
ther dated June 5, 1934, approved by five members of the

Chapman, Chicago, Illinois, reading as follows:
n
22, lggzceipt is acknowledged of your letiers of May 17 and liay
applicati 8ddressed to the Federal Reserve Board regarding your
Permiy 4. = Wnder Section 32 of the Banking Act of 1933 for a
tiong) Ban;erve at the same time as a director of the First la-
Tesident Of°§ Lake Forest, Lake Forest, Illinois, and es Vice
"The T artlett, Knight & Compeny, Chicago, Illinois.
®ffect ), tederal Reserve Board has noted your stetement to the
of the p 4% Yyou were instrumental in obtaining the appointment
811 op + uclary Council, Inc., New York, New York, to pass upon
fact that investments made by the bank, and has considered the
" you are apparently a valuable director of the bank.

o
Suaxt w:ver’ the action upon your application wes teken pur-
e?rry out ﬁeneral Policy which the Board adopted in order to
Tin ® Purposes which it believes the Congress had in

shOuldnnenactlng Section 32, and it is believed that permits
Yolveq i © granted covering reletionships of the type in-

88 noy al{Dur application, even though the particular applicant
Owed his inmterest in a securities company to
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"inflyence his judgment and actions as an of ficer or director of

. meni'ber ba-nko

) '?he Board believes that your letter states no facts which

ould Justify it in meking an exception in your case, and there-
© has decideq that your epplication should be denied."

Approved .
Letter dated June 5, 1934, approved by five members of the
Stevens, Federal Reserve Agent at the Federal Reserve

°f Chicago, reading as follows:
appl "The Federal Reserve Board has given consideration to the
t Loation of Mr. F. K. Lytle under Section 32 of the Banking
of tﬁf 1935 for a permit to serve at the same time as a director
of the sﬁcurity National Bank and as vice-president and director
E Lytle Investment Company, both of Sioux City, Iowe.
eral % answer to Question No. 1 of FeReB. Form 99c, the gen=
desg Bature of the business of the Lytle Investment Compeny is
?ribed as follows:
Tnye s B8 OF real estate rentals of the holdings of the Lytle
curzztment Cos They are not in the business of selling se-
ies. They have no salesmen for their company nor do
em;{ do any advertising. They do sell a few securities to
ny Yee8 end friends.'
Togarde &Ppears that the Lytle Investment Compeny should not be
8ellin 88 engaged primerily in the business of purchasing,
&y &ng’tor negotiating securities within the meaning of Section
thig applgatta permit covering the reletionships described in
“Acco:211°n is not necessary. :
Shoy14 ngly, unless there are other facts which you believe
that, © called to the attention of the Board, it is suggested
YOU 80 advige the applicant.”

Approved.

ott
B°&rd °r dated June s, 1934, approved by five members of the
* o

hﬁma

r,
Re H, Tingman, Kansas City, Missouri, reading as fol=-

n
Y,
Servye A;“; letter of liay 11, 1934, addressed to the Federal Re-

U 32t at Kangag City, concerning your application under
Of the Banking Act of 1933 for a permit to serve at
88 a director of the Inter=-State National Bank,

1

8
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"K&nsas Ci

Snider ¢q

ederal
1

ty, Missouri, and as an officer of Prescott, Wright,
mpany, Kangas City, Missouri, has been referred to the
Reserve Board.
Careful attention has been given to the statement in your
Concerning the difficulties of the Inter-State National
N obtaining suiteble directors, and to the stetement of
b£z§s°nal reasons for desiring to continue as a director of
Suan "gOWever, the action upon your application wes taken pur-
cary © & general policy which the Board adopted in order to
ndndy-OUt the purposes which it believes the Congress hed in
shoulzn enacting Section 32, and it is believed that permits

"y YOurnOt be grented covering relationships of the type involved
ot g1y 8pplicetion, even though the particular aspplicent has

is s.-2%0d his interest in a securities compeny to influence
bankf“dgment end actions as an officer or director of a merber

letter

Bank i
your
he

n
woulg ?he ?oard believes that your letter states no facts which
thererg§8tlfy it in making an exception in your case, and
e

has decided that your epplication should be denied."
Approved.

L

: etters dateq June 5, 1934, approved by five members of the
Oard’ to

th the following applicants for permits under section 32 of

® By

nk]_n
8 Aot of 1953; eaoh letter stating that it appears that

the
relaty :
°nship covered by the applieation is within the class which

" 32 was designoq to terminat d that dingly, the
an‘d & erminate, an at, accordingly,

ia llnable tO find
PUBlic ;

int
i °rest as declared by the Congress to grent the application,

that it would not be incompatible with the

" Yo event the applicent desires to submit further facts
o gun
entg

Blve . in Support of the epplicetion the Board is prepared to

em
Carefy) consideration:

-Ch

a a:ie: A+ Stone, for permission to serve at the seme time
%8 g¢ ore Or of the Manufecturers National Bank of Troy and
Yory, Partner of C. A. Stone end Company, both of Troy, lew

Ml‘. .
8lvin Fentregg A

for permission to serve at the same time
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8 & director of the Bernett National Bank of Jacksonville,
8cksonvilie, Florida, as a director of the Pe?sonnl Loag & :
2vings Bank, Chicago, Illinois, and as an.of?lcer and director

°f Beker, Fentress & Compeny, Chicago, Illinois.

Y, g, A, ission to serve at the seme time as a

directop ogrz;:’ngéegzzzi Hational Bank in Shreveport, Shreve-

port, Louisians, as a director of the State National Bank,

~xarkana, Arkensas, end es a partner of Frost, Whited & Cow,
ShrevePOPt. Louisiana.

Approved.

Letter ¢, Mr. T. B. Reynolds, Secretary-Treasurer of The
]ﬁmmett System Loan Company of Cincinnati, Ohioc, reading as follows:
"This refers to your letter of March 16, 1934, in which
you Tequest t5 pe advised whether a director of your company
y ®PPly for g permit to serve at the same time as a director
1 °f & nationeq bank. T
. fou state that The Wimsett System Loan Company of Cincin-
?atl s an industrial financing corporation which mekes small
cgins Pon co-maker security and frequently upon stock or bond
Ac “etera), As you kmow, Section 8A of the Clayton Antitrust
Ofgimakes it unlawful aftor January 1, 1934, for a director,
timec * OF employee of a national benk to serve at the same
(oty a8 & director, officer, or employee of any corporation
3 than o mutual savings bank) which shall make loans se-

::?ed by stock o bond collateral other than to its owm subsidi-
d Rei 1s clear, therefore, that this section prohibits a
irector Of 2

8 national benk from serving at the same time as a

°i::§t°r oL your Ccompany, if such company shall make loans se-
NFy.8t°°k or bond collateral. ' '

8 of 1hile the Federal Reserve Board is authorized by Sec?l?n
5y Yton Antitrust Act to issue permits, un@er certain

COvering relationships otherwise prohibited by any
iBsunn Provigiong of that Act, this authority is limited to the
thay tce of permits covering relationships between not more '
&t is b 'Lanks, benking associations, or trust compgnies. .
p°rat122der8t°°d that The Wimsett System Loan CoTpany ;iaiiggf
lawg of tOrganlzed and existing under the general corp

tog, .o State of Ohio for the purpose of 'loaning money on
\ a{ ith or without security; on real estate mortgages,
i Seourity or otherwise; or to buy and sell bonds and
Stk that 14 does not and is not authorized to accep?
t is not under the supervision of the Superin-
and thet it is the holder of a license from
T Securities to engage in the so-called small

S 3 that s
tﬁﬁdznt ] B&nk:;
0 o :
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"Loan business as provided in Ohio Generel Code, Section 6346-1
g 6346-13, inclusives In these circumstences, it is the opin-

200 Of the Faderal Reserve Board that The Wimsett System Loan
ngpany is not a 'benk, banking association or trust company'

t thin e meaning of Section 8 of the Clayton Act; and that,
g?arefOPe, the Board would have no authority under the law to
ant

& Permit covering the service of a director of such com-
ne & director of a national benk.
In this connection your attention is invited to the fact

that Section ga of the Clayton Antitrust Act is applicable only
° Corporationg which 'shell meke' loans secured by stock or

= colleteral; and, accordingly, the law does not prohibit

® Service of g director of a national bank as a director of a
sorporetion which shall make no new loens of the kind referred
r L BYStion BA of &he Claybon At albhowgh it mey have made
9%k loans in the past and may have such loans outstanding.'

pally a

Approved.
Lettors dated June 5, 1934, approved by five members of the

arq, Rt
to PPlicents for permits under the Clayton Act, advising of
QPPPOVQ
1 of their applications as follows:

.

r ;

timeJustln D. Bowersock, for permission to serve a? the same

Kang 28 80 of ficer of The Lawrence National Bank, Lawrence,

Cit,as’ 80d as a director of the Union Netional Bank in Kensas
Vs Kmgag City, Missouri.

g, :

direIEVing 11, for permission to serve at the same time as a

Car  CUOr ang officer of The Lavrence National Bank, Lawrence,

City, . - 88 a director of the Union Netionel Bank in Kemses
Vs Kanges City, Missouri.

Y, 1,

directoJ' Neade, for permission to serve at the seame time as a

Kangg T and officer of The Lawrence National Bank, Lawrgnce, '

Ton S0 tnd gg g director of The First Hational Bank of Tonganoxie,
E&noy_ie’ Xansag,

Vv, w

as a“éider S« Metealf, for permission to serve at the same time

Topeyg chtOr and officer of the Federal Home Loan Bank ofv

‘ tional,n °Peka, Kansas, and as a director of The Lawrence la-

;p ank, L&Wreuce, Kansas.

SR

1 dgis' e Thompson, for permission to serve at the same time

. as r:cgor of The Merchants National Benk of Topeka, Topeka,
k] n &s

8
T°Peka 7 & director of the Federal Home Loan Bank of
* “Opekn, Kanggg.

Approved.
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. ications for
There Were then presented the following applica

changes in stook of Federal reserve banks:

Shares

%Mﬁmnm Stock:

M striet To. 4.

%&1 Bank in Pittsburgh, 300 300
Piaﬁ“burgh, Permsylvania

Distrioy No, g,

%nal Bank in Fort liyers, 75 75
Fort Myerg, Florida

District Yo, 7.

%Barﬂc at Darlington,

36 36
lington, Wisconsin
D

L8ty ot Yo
0 . 1 .
W

nal Banl in Corcoran,
v Corgop

36
» California
a'ng°uVer Va‘hional Bank, Vancouver, ) 108
} h&ghi n 519
Meaty SURRENDER of Sbocks
gistrict 02? gor bURREI»DLR Ofl Stoc
mional Bank of Lakewood, 180
Fannaléewbo » New Jersey
Pe tSb‘u‘g Nutional Bank, Fennettsburg, 27
The ;nnsylvania
¥ilg,.  ationyy Bank of Mildred, 39 246
dred, Pennsylveni&
istrict No. 4‘
ggggai;citizena Nationgy Bank of 384 384
8fie1q, Springfield. Ohio
1 Strict NO. 8.
11" Vetigngy Bank of Clintom,

42
8¢ &tlonal Bank op Steele,
The F;G Lo, “Asgoyry

18
fst Nat. et
W 10nal Bgny, f Windsor, 99
| 'l'h:t?“ Yo, 19,
r
C&lv;t ation&]_ Bank of Calwvin, 21
the Vil g, Tlahopg 29 60
i iona) Bank, Walters, Oklahoma
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1 A
Disti?&tl°n§,§9r SURRENDER of Stock: (Continued) Shares
The et Nou 17

8 X T
A 1r§t Netional Bank of Hamlin,

in, Texas 3g %5
Dist;ict No‘ 12
rs -
%&nk in Grass Valley, Grass
The Plazy’ California -
al orville National Bank, Placerville,
s :
&ile?jo Commercial National Bank,
J9: Californip 79 141
Total 968

Approved.

Thereupon the meeting adjourned.

€

g Sezretary'. 4

Appm‘md:

UM

Governor.






