
1556

A meeting of the Executive Committee of the Federal Reserve

Board was held in Washington on Monday, July 1, 1935, at 3:00 p. m.

PRESENT: Mr. Eccles, Governor
Mr. Thomas, Vice Governor
Mr. Hamlin
Mr. James

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary

The Committee acted upon the following matters:

Letter to the chairmen of all Federal reserve banks, prepared

in accordance with the action taken at the meeting on June 26, 1935,

and reading as follows:

"Recently the board of directors of one of the Federal re-

serve banks approved a plan for the curtailment of salary expendi-

tures for the purpose of reducing the staff of the bank to

operating requirements. In submitting the plan to the board of

directors of the bank the executive committee stated that:

"Experience has demonstrated that giving an employee

advance notice of the termination of his employment with

salary for a stated period, during which period the employee

remains at work, is not satisfactory either to the employee

or to the bank. In the discussion of this situation, it de-

veloped that in some industries where it is necessary to

release an employee who has served over a considerable period

of time, the employee leaves his work at or about the time of

notification but Is given what in industry is called a "dis-

missal wage", payable monthly for a stated term, this wage

continuing for the period agreed upon even though the employee

may find other employment before the expiration of the period.

"'This procedure, it was believed, would bolster the

morale of those employees who are not affected by the plan.

It would also make it possible to reinstate capable employees

should an increase in the volume of work occur during the

period the "dismissal wage" is being paid, making it necessary

for us again to augment our forces. It is understood, of

course, that in such case the "dismissal wage" would cease

upon an employee's being restored to the regular pay roll.'
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"The plan as adopted by the Federal reserve bFirk incorporated

a schedule of salary allowances which provided that the ba
nk could

continue to pay an employee's salary at the current rate f
or a

period up to a maximum of six months from the date of the 
termina-

tion of his employment by the bank. The maximum of six months was

aoplicable only to employees who had had more than five y
ears of

service, and, for employees with service of five years o
r less,

salary payments for periods of less than six months from d
ate of

termination of employment were provided, depending upon th
e length

of service.
"The plan was submitted to the Federal Reserve Board

 with the

request that the Board approve the schedule of sal
ary payments

after termination of employment, contemplated in the
 plan. The

request was considered by the Board in the light of th
e consid-

erations advanced by the executive committee of the ba
nk quoted

above, and in the light of the action taken at the recent
 Governors'

Conference which voted it to be the sense of the confe
rence that

the boards of directors of the Federal reserve banks s
hould be

perAtted, in their discretion, to pay up to six month
s salary to

officers or employees upon their involuntary separat
ion from the

service. The Board is in general agreement with the consid
era-

tions which prompted the adoption of the plan by the
 Federal re-

serve bank referred to and has authorized all Federa
l reserve

banks, upon appropriate affirmative action by the bo
ards of di-

rectors of the respective banks, to pay salary at 
current rates

for a period up to a maximum of six months to employ
ees whose

services are terminated by the bank, it being unde
rstood that the

maximum of six months salary may be allowed only to 
employees who

have served five years or more, and that the allo
wance for em-

ployees who have served less than five years may b
e for a lesser

period bearing some reasonable relationship to the 
length of

service, but that no allowance may be made to emp
loyees dismissed

for cause.
"The Federal Reserve Board feels that any a

ction taken by the

board of directors of a Federal reserve bank un
der the authority

above referred to should be on the basis of a car
eful survey of

the situation at the bank and with a view to 
the maintenance of

a high degree of efficiency and economy in the 
operation of the

bank, as well as a high degree of morale and lo
yalty among the

emnloyees.
"It will be appreciated if you will present t

his letter at

the next meeting of your board of directors a
nd advise the board

of any action taken with regard thereto."

Approved.
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Letter dated June 29, 1935, approved by four members of the

Board, to "The First National Bank of Lake Charles", Lake Charles,

Louisiana, reading as follows:

"This refers to the resolution adopted on April 9, 1935, by

the board of directors of your bank signifying the bank's desire

to surrender its right to exercise trust powers which have been

granted to it by the Federal Reserve Board.

"The Federal Reserve Board understands that your bank has

been discharged or otherwise properly relieved in accordance with

the law of all of its duties as fiduciary. The Board, therefore,

has issued a formal certificate to your bank certifying that it

is no longer authorized to exercise any of the fiduciary powers

covered the provisions of section 11(k) of the Federal Reserve

Act, as amended. This certificate is inclosed herewith.

"In this connection, your attention is called to the fact

that, under the provisions of section 11(k) of the Federal Rese
rve

Act, as amended, when such a certificate has been issued by the

Federal Reserve Board to a national bank, such bank (1) sha
ll no

longer be subject to the provisions of section 11(k) of the Fed
-

eral Reserve Act or the regulations of the Federal Reserve 
Board

made pursuant thereto, (2) shall be entitled to have returned
 to

it any securities which it may have deposited with the State 
or

similar authorities for the protection of private or cJurt tr
usts,

and (5) shall not exercise any of the Powers cpvered by section

I'M of the Federal Reserve Act, except with the permissio
n of

the Federal Reserve Board."

Approved.

Letter dated June 29, 1935, approved by four members of the

Board, to 7.r. O'Connor, Comptroller of the Currency, reading 
as fol-

lows:

"In accordance with your recommendatiol, the Feaeral Re-

serve Board approves a reduction in the common capital stock of

'The First-Mechanics Natimal Bank of Trenton', Trenton, New

Jersey, from $2,000,000 to $400,000, pursuant to a plan which

provides that the bank's capital shall be increased by

000 000 of additional Class 'A' preferred stock to be sold

to the Reconstruction Finance Corporation, and that the rel
eased

capital shall be used to eliminate a corresponding amount o
f
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"unsatisfactory assets, all as set forth in your letter of June

24, 1935."

Approved.

Letter to the Secretary of War, reading as follows:

"This refers to your letter, dated June 13, 1935, in which

you present the following inquiry:
"'Do accumulated funds renresenting surplus rations sav-

ings, Mess Fund of Civilian Conservation Corps organizations

on deposit in trust savings department of a bank come within

the category of "savings deposit" as defined in Section V of

the Federal Reserve Board, Regulation
"You state that the funds in question are accumulated as a

result of economical management by the unit commanders of the

Civilian Conservation Corps for the purpose of acquiring a cash

reserve to meet possible contingencies. You also state that cer-

tain national banks have declined to accept deposits of such funds

as savings deposits ,n the ground that they did not constitute

deposits of funds accumulated for bona fide thrift purposes as

required by section V (a) of the Federal Reserve Board's Regula-

tion Q.
"On the basis of the facts stated in your letter, it is the

opinion of the Federal Reserve Board that the funds described

are not funds accumulated for bona fide thrift purposes. The

Board believes that although there may possibly be cases in which

the funds of corporations or other organizations would be funds

accumulated for bona fide thrift purposes, the more usual type

of funds which fall in this category are those accumulated in

relatively small amounts by persons of limited financial means in

order to provide for old age or contingencies which may not be

foreseen, such as sickness or accident, or to provide for antici-

pated exnenditures such as the purchase of homes and the payment

of Christmas and vacation expenses, taxes, and insurance premiums.

"In this connection, it should be observed that section 324

of the proposed Banking Act of 1935 (H.R. 7617) enlarges the

power of the Federal Reserve Board to define the term 'savings

deposits' and to prescribe rules and regulations necessary to

effectuate the purposes of the statute regarding payment of in-

terest on deposits. In the event that the proposed banking act

is enacted, it is probable that the Federal Reserve Board will

issue a new edition of Regulation Q and, at such time, the Board

will give careful consideration to the question whether it will

be possible, in the light of the amended law, to change the

definition of savings deposits so as to include funds of the type

described in your letter.
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"Your attention is invited to the fact that member banks of

the Federal Reserve System may pay interest on the funds in ques-

tion if such funds are deposited as a time deposit having a ma-

turity not less than 30 days from the date of deposit or payable

upon 30 days written nitice."

Approved.

Letter to Mr. Clerk, Deputy Governor of the Federal Reserve

Bank of San Francisco, reading as follows:

"Receipt is acknowledged of your letter of June 4, 1935, in

which, pursuant to an inquiry from The Bank of California National

Association, San Francisco, California, you request a ruling as to

whether it is proper and desirable for Federal Reserve banks to

accept deposits of uninvested trust funds from their member banks.
"During the past year the Board has received similar inquiries

from three other Federal Reserve banks. This question was first

considered by the Board in connection with an inquiry made by the

Federal Reserve Bank of Richmond. That bank advised the Board

that its counsel doubted whether the bank had the nower to receive

such a deposit which could not be counted as a part of the member

bank's reserve and could not be applied on the liabilities of such

bank. The bank further advised the Board that it felt that, in

view of the legal and practical questions involved, it would be

undesirable to accept such deposits.
"In these circumstances, the Board expressed the opinion

that since it was doubtful whether the receipt of uninvested

trust funds from member banks by Federal Reserve banks falls with-

in the purposes of the Federal Reserve banks, and since such

deposits could not be counted as a part of the depositing member

bank's reserve balance, and in view of the legal re-Sponsibilities

which might be assumed by the Federal Reserve bank in accepting

such deposits, it would not be advisable for Federal Reserve

banks to receive uninvested trust funds from member banks.

"Subsequently, the Governor of the Federal Reserve bank of

Minneapolis, after having advised a member bank that he doubted

whether the Federal Reserve banks are authorized to accept such

deposits, discussed this question informally with the Board's

counsel and was advised concerning the views expressed by the

Board in connection with the inquiry frim the Federal Reserve

Bank of Richmond.
"Recently the Board was advised that the Federal Reserve

Bank of Dallas desired to accent such a deposit from one of its

member banks and that it had been advised by its counsel that it

could lawfully accept and handle such an account and could properly
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"and safely perform this service. In a c)nference with a repre-
sentative of the member bank in question, members of the Board's
staff were advised that, while the bank preferred to deposit such
funds with the Federal Reserve bank, the circumstances were such
that it could solve its problem by depositing the funds in other
banks.

"In these circumstances, the Board advised the Federal Re-
serve Bank of Dallas concerning the views which it had previously
expressed and stated that it felt that it should take no further
action without obtaining the views of the other Federal Reserve
banks. It was suggested that if, after further consideration of
the practical and legal aspects of the matter, the Federal Reserve
Bank of Dallas still believed that it should accept the proposed
account, the Board would communicate with the other Federal Reserve
banks and, after obtaining their views, give further consideration
to the matter; or that perhaps the bank would desire to have the
matter discussed as a system matter at the next conference of Gov-
ernors or Federal Reserve agents. The Board has since been in-
formed that, in view of the advice received from the Board and
the Possibility that the acceptance of such an account might in-
volve the bank in unanticipated legal complications, the Federal
Reserve Bank of Dallas has decided to withdraw its tentative con-
sent to handle the deposit and that it will not be necessary for
the Board to give further consideration to the matter.

"It is noted that you had previously intended to have this
question considered by- the Governors' Conference. In the light
of the facts stated above, the Board believes that this should be
done before any further action is taken and it is suggested that
Governor Calkins, as Chairman of the Governors' Conference, place
this matter on the program for the next meeting. In the meantime,
it is believed that careful consideration should be given to the
practical aspects of the problem and that you should secure your
counsel's opinion as to whether the Federal Reserve banks have
the power to accept such deposits and whether the banks might
incur legal liabilities in connection with such deposits which
would make it undesirable to accept them. Copies of this letter
are being sent to the Governors of the other Federal Reserve banks
so that they and their counsel may study this problem prior to its
consideration by the Governors' Conference."

Approved.

Letter to the Chairmen of the Industrial Advisory Committees

for all except the Sixth and Twelfth Federal Reserve Districts, and to

Messrs. W. A. Parker and Ralph Burnside, members of the Industrial
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Advisory Committees for the Sixth and Twelfth Federal Reserve Districts,

reading as follows:

"Them are attached a copy of the minutes of the meeting of

the Chairmen of the Industrial Advisory Committees held in Wash-

ington on June 24, 1935, and a copy of a summary statement of the

meeting of members of the Federal Reserve Board and its staff

with representatives of the Industrial Advisory Committees on

June 25, 1935. It will be appreciated if you will hand to the

other members of your Committee the extra copies of the minutes

and statement which are inclosed.
"The only matter considered by the Chairmen of the Industrial

Advisory Committees which required action by the Federal Reserve

Board was the recommendation that a study be made of the problem

of furnishing to worthy industrtes such permanent capital as in

the judgment of the Board may be required, and on June 27, 1935,

a letter was addressed to the Chairmen of the Industrial Advisory

Committees advising of a resolution adopted by the Board in this

connection.
"The Federal Reserve Board is very grateful for the continued

Interest of the members of the Industrial Advisory Committees in

the advancement of the industrial loan program and renews its as-

surance that it will be glad to be of assistance to the Committees

in the discharge of their responsibilities.11

Approved.

There were then presented the following applications for

changes in stock of Federal reserve banks:

Aoolicetions  for ADDITIONAL Stock: Shares 

District No. 2. 
The First National Bank of Belleville,

Belleville, New Jersey 219

The Irvington National Bank,

Irvington, New Jersey 60

The Sussex and Merchants National Bank of

Newton, Newton, New Jersey 120

The First National Bank of West Orange,

West Orange, New Jersey 60

The First National Bank of Ithaca,

Ithaca, New York 240

The Nassau County National Bank of Rockville

Centre, Rockville Centre, New York 133 832
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A_licationsforA,:ContinueALd Shares 
District No. 5.
The Farmers National Bank of Appomattox,

Aocomattox, Virginia 1
The Fauquier National Bank of Warrenton,

Warrenton, Virginia 90 91

District No. 7. 
Nevada National Bank,

Nevada, Iowa 1 1

District No. 9. 
The Yellowstone Bank,

Laurel, Montana
Bank of Alpena,

Alpena, South Dakota
The American National Bank in Little Falls,

Little Falls, Minnesota
The First National Bank of Whitefish,

Whitefish, Montana
The First National Bank of Bismarck,

Bismarck, North Dakota
The First National Bank ,f Nelson,

Nelson, Wisconsin

1

5

15

5

60

12 94

District No. 10. 
The Live Stock National Bank of South Omaha,

South Omaha, Nebraska 60 60
Total 1,073

Applications for SURRENDER of Stock.

District No. 5..
The Shenandoah Valley National Bank of

Winchester, Winchester, Virginia 180 180

District No. 6. 
The Leeds-American National Bank,

Leeds, Alabama 24 24

District No. 10. 
The Citizens National Bank of King City,

King City, Missouri 56 56
Total 240

Approved.
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Approved:

1/

Thereupon the meeting adjourned.
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Secretary.

ZPA/1
Governor.
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