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A meeting of the Board of Governors of the Federal Reserve

Systen was held in Washington on Tuesday, November 26, 1935, at
11300 a, m,

PRESENT: WNr. Eccles, Chairman
Mr. Thomas, Vice Chairman
Mr. Hamlin
Mr. Miller
Mr, James
Mr. Szymczak

Mr, Morrill, Secretary

Mr. Bethea, Assistant Secretery

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr, Wyatt, General Counsel

Mr. Goldenweiser, Director of the Division
of Research and Statistics

Mr. Smead, Chief of the Division of Bank
Operations

Chairman Eccles stated that the suggestion had been made that
the action of the Board, as set forth in its letter of November 23, 1935,
Yo the Chairman of the Federal Open Market Committee, with regard to the
otion adopted by the Committee at its meeting in Washington on October
22~24’ 1935, concerning shifts in maturities of securities held in the
sten 8ccount, might be too restrictive should conditions arise prior
%8 next, mesting of the Fedsral Open Market Committee which would make
. de’irable for the executive committee of the Federal Open Market Com-
Hlttee o make shifts of maturities held in the account to meet condi-
Hong 4 the Goverrment bond market and that, while he still felt that
: USRI AN facem ahort Lers b0 lone. b Gesirtties STE: Yo uns
**lrable at this time, he believed there would be no objection, and that

Wd meet any situation which might arise, if the executive committee

f the
Federal Open Market Committee were authorized to replace securities
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haxing shorter maturities with securities having maturities of not to
®Xceed five years, in an aggregate amount of not more than $300,000,000.
The matter was discussed and it was agreed
that there should be prepared for consideration
a letter to the Chairman of the Federal Open
Market Committee along the lines of Mr. Fecles!?
suggestion,
At this point Mr. Cherry, Assistant Counsel, joined the meeting.
The Board then proceeded to take up for consideration drafts of
TeVised regulations which had been prepared following the enactment of the
Banking Act of 1935, it having been pointed out that the Act made a number
o Changes in existing law and the members of the Board being in agreement
that 1t was desirable to revise and reissue most of the present regulations
12 order to accomplish the purposes of the law as amended.

Chairmen Eccles suggested that attention first be given to the
ragt of Regulation "I", Increase or Decrease of Capital Stock of Federal
%e8erve Banks and Cancelation of 01d and Issue of New Stock Certificates.
Tt vag pointed out that a draft of this regulation and attached forms and
5 drafy, of a letter of instructions to the Federal reserve agents relating
%o the Checking and handling of applications for the issuance and cancela-
Hon of Federal reserve bank stock had been sent to all Federal reserve
banks for their comments and criticism; that upon receipt of replies from
the banks Certain changes in the drafts were agreed upon by members of
e Boarqrg staff; that the drafts of regulation and letter of instruc-

58 08 ravised had besn SlMLbGeA. 6. ATL Reubeva: 4f the Hosrd. abd Goas

aid
®red at ap informal conference of some of the members of the Board

aated org/
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With the staff; and that no importamnt questions had been raised at the

Conference,

Upon motion by Mr. Hamlin, the regulation
was approved and adopted unanimously in the
following form, to become effective as of
January 1, 19363

WREGULATION I

Revised effective Jamary 1, 1936
(Superseding Regulation I, Series of 1930)

INCREASE OR DECREASE OF CAPITAL STOCK OF FEDERAL RESERVE BANKS
AND CANCELATION OF OLD AND ISSUE OF NEW STOCK CERTIFICATES

"STATUTURY PROVISIONS

"This regulation is based upon and issued pursuant to various
Provigions of the Federal Reserve Act, the most important of which
&re published in the Appendix hereto.

"SECTION 1, NATIONAL BANKS IN PROCESS OF ORGANIZATION

"Each national barnk,l while in process of organization® (in-

—————

qunder the provisions of section 19 of the Federal Reserve
Act, national banks located in Alaska or in a dependency or insu-
Possession or any part of the United States outside the con-
tinental United States are not required to become members of the
Federal Reserve System but may, with the consent of the Board,
Come members of the System. Any such bank desiring to be ad-
Bitted to the System under the provisions of section 19 should

Commnicate with the Federal Reserve bank with which it desires
do business.

A new national bank with no capital or board of directors
is organized by the Federal Deposit Insurance Corporation

Which

Pursuant to the provisions of paragraph (9) of subsection (1) of
SeCtion 12B of the Federal Reserve Act, as amended, should not ap-
giy for stock of the Federal Reserve bank of its district until

1s in process of organization as a national bark with capital
Pursuant to the provisions of paragraph (11) of subsection (1) of

Ction 12B of the Federal Reserve Act, as amended.

Se
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"eluding each nonmember State bank converting into a national bank,5
while in process of such conversion) shall file with the Federal
Reserve Agent at the Federal Reserve bank of its district an appli-
cation on Form 30, or, if a nonmember State bank converting into a
national bank, on Form 30a, for an amount of capital stock of the
Federal Reserve bank of its district equal to six per cent of the
paid-upfcapital and surplus of such national bank. If such appli-
catlon be found to be in proper form it shall be approved by the
Federal Reserve Agent effective if and when the Comptroller of the
Currency issues to such bank his certificate of authority to com-
Bence business. If its application be approved, the applying bank
shall thereupon® pay the Federal Reserve bark of its district one-

| e

n

5Whenevar any State member bank is converted into a national
bank under section 5154 of the Revised Statutes, as amended by
Section 8 of the Federal Reserve Act, it may continue to hold as
& national bank its sheres of Federal Reserve bank stock previous-
X 1y held as a State bank, and need not file any application for ad-
N ditional shares of Federal Reserve bank stock or for cancelation
Of Federal Reserve bank stock unless the aggregate amount of its
Capital and surplus is increased or decreased, in which event it
Should file an application for additional stock or for cancelation
Of part of its holdings of such stock, as the case may be, as pro-
Vided in section 3 of this regulation. The certificate of stock
issued in the old name of the member bank, however, should be sur-
Tendered and canceled, and & new certificate should be issued in

®u thereof in the new name of the member bank, as provided in

8ect1:n 11 of this regulation.

4Subacriptions to the capital stock of the Federal Reserve
bank mist be made in an amount at least equal to six per cent of
the amount of the capital and surplus of the applying bank which
18 to be paid in at the time the Comptroller of the Currency au-
thorizes it to commence business. In order to avoid the necessity
gﬁ making applications for additional stock in the Federal Reserve
ok, as additional installments of the capital and surplus of the
:ﬁplying bank are paid in, application may be made for stock in
. © Federal Reserve bank in an amount equal to six per cent of the
Uthorized capital of the applying bank, plus six per cent of the
amount, of surplus, if any, which the subscribers to the capital of

b\ the “gplying bank have agreed to pay in.
f

sPayment may be made, if desired, at any time prior to ap-
Proval of the application.
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"half of the amount of its subscription and, upon receipt of ad-
Vice from the Federal Reserve bank as to the required amount, one-
half of one per cemt of its paid-up subscription for each month
from the period of the last dividend; and upon receipt of the pay-
ment for Federal Reserve bank stock the Federal Reserve bank shall
issue a receipt therefor, place the amount in a suspense account,
amd notify the Comptroller of the Currency that it has been re-
Ceived. When the Comptroller of the Currency issues to such apply-
ing bank his certificate of authority to commence business the
Federal Reserve bank shall issue a stock certificate to the apply-
ing bank as of the date upon which the Comptroller of the Currency
issues his certificate of authority to commence tusiness. The re-
maining half of the subscription of the applying bank shall be sub-
Ject to call when deemed necessary by the Board of Governors of

the Federal Reserve System.

"SECTION 2, STATE BANKS BECOMING MEMBERS

"Any State bank, Morris Plan bank, or mutual savings bank, as
I\ defined in the Board's Regulation H, desiring to become a member

Of the Federal Reserve System shall make application as provided in
Regulation H, and when such application has been approved by the
Board of Govermors of the Federal Reserve System and all applicable
Tequirements have been complied with the Federal Reserve bank shall
EBSHG an appropriate certificate of stock as provided in Regulation

L]

"SECTION 3, INCREASE OR DECREASE OF CAPITAL OR SURPLUS
BY MEMBER BANKS

"Whenever any member bank shall increase or decrease the ag-
8regate amount of its paid-up capital® and surplus,? it shall file

e ————

n
81n view of the provisions of section 9 of the Federal Reserve
Act, as amended June 16, 1954, the amount of outstanding capital
Notes and debentures legally issued by the applying bank and pur-
2hased by the Reconstruction Finance Corporation should be included,
tﬁd the amount sold to others should not be included, in determining
© amount of Federal Reserve bank stock which a member bank is re-
Quired to hold,

n
| a "In the case of a member bank which sets up a reserve for divi-
4F\ nds payable in common stock, whether in conmection with the retire-
J Rent, of preferred stock, capital notes or debentures or otherwise,
SUch regserve shall be regarded as surplus for the purpose of deter-
f Ig the amount of Federal Reserve bank stock which the bank is re-
f guired to hold, provided such reserve is established pursuant to a
c2°°1ution of the board of directors of the bank involved, will be-
f°:° & part of the permanent capital of the bank and will not be used
8ny other purpose than the payment of dividends in common stock.

RASER
adl org/
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"with the Federal Reserve Agent at the Federal Reserve bank of its
district an application on Form 56 for such additional amount or for
the cancelation of such amount, as the case may be, of the capital
stock of the Federal Reserve bank of its district as may be neces-
Sary to make its total subscription to stock of the Federal Reserve
bank equal to six per cent of its combined capital and surplus.
After an application for additional Federal Reserve bank stock has
been approved by the Federal Reserve Agent, the applying member bank
Shall pay to the Federal Reserve bank of its district one-half of
its additional subscription, plus one-half of one per cent a month
from the period of the last dividend on such Federal Reserve bank
8tock, whereupon the appropriate certificate of stock shall be is-
Sued by the Federal Reserve bank. The remaining half of such addi-
tional subscription shall be subject to call when deemed necessary
by the Board of Governors of the Federal Reserve System, After an
application for the cancelation of Federal Reserve bank stock has
been approved by the Federal Reserve Agent, the Federal Reserve barnk
Shall accept and cancel the stock which the applying bank is required
to surrender, and shall pay to the member benk a sum equal to all
L\ cash paid subscriptions made on the stock canceled with one-half of
One per cent a month from the period of the last dividend, mot to
exceed the book value thereof.

"SECTION 4., INCREASE OR DECREASE OF DEPOSITS BY MUTUAL
SAVINGS BANKS

"Fhenever, as shown by the last report of condition as of a
date preceding Jamuary 1 or July 1 of each year, the total deposit
bilities of a mutual savings bank which is a member of the Fed-
Sral Reserve System shall have increased or decreased since the
St adjustment of its holdings of Federal Reserve bank stock, the
shall file with the Federal Reserve Agent at the Federal re-
gerve bank of its district an application on Form 56a for such ad-
tional amount or for the cancelation of such amount, as the case
g‘ily be, of the capital stock of the Federal Reserve bank of its
Ofstrict as may be necessary to make its total subscription to stock
& the Federal Reserve bank equal to six-tenths of one per cent of
| di:itotal deposit liabilities as shown by such last report of con-
. it On., After an application for additional Federal Reserve bank
meOCk has been approved by the Federal Reserve Agent, the applying
ou:;l_ber bank shall pay to the Federal Reserve bank of its district
- halfhalr of the amount of its additional subseription, plus one-
F\ of one per cent a month from the period of the last dividend

:2r:§§h Federal Reserve bank stock, whereupon the appropriate

icate of stock shall be issued by the Federal Reserve bank.

™he remaining one-half of such sdditional subscription shall be
t to call when deemed necessary by the Board of Governors

| Subjec
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"of the Federal Reserve System. After an application for the can-
Celation of Federal Reserve bank stock has been approved by the
Federal Reserve Agent, the Federal Reserve bank shall accept and
Cancel the stock which the applying bank is required to surrender
and shall pay to the member bank a sum equal to all cash paid sub-
Scriptions made on the stock canceled with one-half of one per
Cent a month from the period of the last dividend, not to exceed
the book value thereof. In the case of any mutual savings bank
which is not permitted by the laws under which it was organized

to purchase stock in the Federal Reserve bank and has a deposit
With the Federal Reserve bank in 1lieu of such subseription, such
g§p°§it shall be adjusted in the same mammer as subscriptions for

ock,

"SECTION 5. CONSOLIDATION OF MEMBER BANKS

"Whenever two or more member banks consolidate and such consol- 8
idation results in the consolidated bank acquiring by operation of law

—

n

8Section S of the Federal Reserve Act provides that 'Shares of
the capital stock of Federal reserve banks owned by member banks shall
Dot be transferred or hypothecated.! This provision prevents a trans-
fer of Federal Reserve bank stock by purchase, but does not prevent
& transfer by operation of law. When there is a merger of member

involving the liquidation of one of such banks and the purchase
Of the assets of the liquidating benk by the bank contimiing in exis-
tence, or where one member bank purchases all or a substantial portion
°f the assets of another member bank, the latter being put into liquid-
ation, it 1g necessary for the liquidating bank to surrender its Fed-
°Tal Reserve bank stock and for the purchasing bank, if its capital
;nd Surplus is increased or decreased, to adjust its holdings of
tggeral Reserve bank stock as provided in section 3 of this regula-

n,

"If member banks consolidate, under a statute which does not
Tequire the liquidation of any of the consolidating banks, and the
38sets and obligations of the consolidating banks are transferred to
che consolidated bank by operation of law, the consolidated bank be-
1°m88 the owner of the Federal Reserve bank stock of the consolidat~
U¢ banks as soon as the consolidation takes effect and such stock

Beed not, pe surrendered. A consolidation under the act of Congress
i“titled 'An act to provide for the consolidation of national bank-
Eg a8sociations,' approved Nov. 7, 1918, as amended, meets all of

€8¢ conditions.
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"the Federal Reserve bank stock owned by the other consolidating
bank or banks, and which also results in the consolidated bank
having an aggregate capital and surplus in excess of, or less than,
the aggregate capital and surplus of the consolidating member banks,
Such consolidated bank shall file with the Federal Reserve Agent at
the Federal Reserve bank of its district an application on Form 56
for such additional amount, or for the cancelation of such amount,
88 the case may be, of the capital stock of the Federal Reserve bank
of its district as may be necessary to make its total subscription
to the stock of the Federal Reserve bank equal to six per cemnt of
its combined capital and surplus, as provided in section 3 of this
Tegulation. In the case of any such consolidation the consolidated
bank shall surrender to the Federal Reserve bank the certificates
of Federal Reserve bank stock held by the consolidated bank and &
hew certificate will be issued as provided in section 11.

"SECTION 6. INSOLVENCY OF MEMBER BANK

"Whenever a member bank shall be declared insolvent and & re-
ceiverd appointed by the proper authorities, such receiver shall,
¥ithin three months from the date of his appointment, file with the
Federal Reserve Agent at the Federal Reserve bank of the district
R application on Form 87 for the cancelation of the stock held by
Such insolvent member bank and for the refund of all balances due
Yo it. If the receiver shall fail to make such application within
the time specified, the Federal Reserve Agent shall report the facts
to the board of directors of the Federal Reserve bank with a recom-
Merdation as to the action to be taken, whereupon the board of di-
Tectors of the Federal Reserve bank will either issue an order to
sancel such stock, or, if the circumstances warrant it, grant the
Teceiver additional tire in which to file an application. Upon ap-
Proval of such an application by the Federal Reserve Agent, or up-
on the issuance of such an order, the Federal Reserve bank shall

- fancel such stock and shall adjust accounts between the member bank

Sd the Federal Reserve bank by applying to any indebtedness of the
Solvent member bank to such Federal Reserve bank all cash paid

:zbscriptions made on the stock canceled with one-half of one per

thnt & month from the period of the last dividend, not to exceed

vl book value thereof, and the balance, if any, shall be paid to
€ duly authorized receiver of such insolvent member bank,

———
"

9
The term 'receiver' includes any person, commission or other

:ﬁ:nc.v charged by law with the duty of winding up the affairs of
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"SECTION 7. VOLUNTARY LIQUIDATION OF MEMBER BANK

"Whenever a member bank goes into voluntary liquidation, the
liquidating agent or some other person or persons duly authorized
by the stockholders or board of directors to act on behalf of such
bank shall, within three months from the date of the vote to place
Such bank in voluntary liquidation, file with the Federal Reserve
Agent at the Federal Reserve bank of the district an application
on Form 86 for the cancelation of the stock held by it and for the
refund of all balances due to such liquidating member bank. If
Such application be not filed within the time specified, the Fed-
éral Reserve Agent shall report the facts to the board of direc-
tors of the Federal Reserve bank with a recommendation as to the
action to be taken, whereupon the board of directors of the Feder-
al Reserve bank will either issue an order to cancel such stock,
or, if the circumstances warrant it, grant additional time in which
to file an application. Upon approval of such an application by
the Federal Reserve Agent, or upon the issuance of such an order,
the Federal Reserve bank shall cancel such stock and shall adjust
8Ccounts between the liquidating member bank and the Federal Re-
N\ Serve bank by applying to any indebtedness of the liquidating
‘ hember bank to such Federal Reserve bank all cash paid subscrip-
tions made on the stock canceled with one-half of one per cent a
Tonth from the period of the last dividend, not to exceed the book
Value thereof, and the balance, if any, shall be paid to the duly
@uthorized agent of such liquidating member bank,

"Section 8. OTHER CLOSED NATIONAL BANKS

"Whenever a national bank which has not gone into liquidation
48 provided in section 5220 of the Revised Statutes of the United
tates, as amended, and for which a receiver has not been appointed,
Shall discontinue its banking operations for a period of sixty days,
the Federal Reserve Agent shall report the facts to the Comptroller
| of the Currency with a statement of his reasons as to whether a re-
é vedver should be appointed for the national bank. If such receiver
1 8ppointed, the Federal Reserve bank stock held by the national
:ank shall be canceled in the manner described in section 6 of this
oggulation. Whenever a national bank has been placed in the hands
e & Conservator, the Federal Reserve bank stock held by such bank
t Y be canceled upon submission of an application by the conserva-
°F in the same mamer as provided in section 6 of this regulation;

R fj:ovided a certificate is furnished by the Comptroller of the Cur-
i plncy to the effect that the conservator has been authorized to ap-
baikfor the cancelation of Federal Reserve bank stock, and that the
Sex 1s to be liquidated and is not to be permitted to resume busi-
8 or to reorganize.
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"SECTION 9., OTHER CLOSED STATE MEMBER BANKS

"Whenever a State member bank, as defined in the Board's Regu-
lation H, shall cease to exercise bankirg functions without being
Placed in liquidation in accordance with the laws of the State in
which it is located and without a receiverl® having been appointed
for it and such bank has not within sixty days of the cessation of
banking functions applied for withdrawal from membership in the
Federal Reserve System as provided in the Board's Regulation H, the
Federal Reserve Agent at the Federal Reserve bank of the district
in which such State member bank is located shall furnish the Board
of Governors of the Federal Reserve System with full information
with reference to the facts involved in the case and with a defi-
nite recommendation as to whether the Board should require the
State member bank to surrender its stock in the Federal Reserve bank
and to forfeit all rights and privileges of membership in the Feder-
al Reserve System. Upon receipt of this advice, if termination of
the membership of the State member bank appears desirable, the Board
Will give the member bank notice of the date upon which a hearing
A\ Will be held to determine whether its membership should be forfeited.

If, after such hearing, the membership of a State member bank be
fOrfeited, the Board will direct the Federal Reserve bank of the
Federal Reserve district in which the member bank is located to can~
Cel the Federal Reserve bank stock it holds and make appropriate re-

thereon,

"SECTION 10. VOLUNTARY WITHDRAWALS FROM MEMBERSHIP

"Any State member bank desiring to withdraw from membership
in the Federal Reserve System shall follow the procedure set forth
in Regulation H, and when all applicable requirements of that regu-
tion have been complied with the Federal Reserve bank shall cancel

:he stock held by the member bank and make appropriate refund there-
n,

"SECTION 11. CANCELATIOR UF OLD AND ISSUE OF NEW STOCK
CERTIFICATES

"Whenever a member bank changes its name it shall surrender
Yo the Federal Reserve bank the certificate of Federal Reserve bank
Stock which was issued to it under its old name. If the Federal Re-
Serve bank has or is furnished with proper proof of the change of
Rame, it shall cancel the certificate so surrendered and shall issue
\““—_.

n
lQThe term 'receiver' includes any person, commission or other
:5:;cy charged by law with the duty of winding up the affairs of the

"

p* AL FRASER
wied.org/
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1Y "in lieu thereof to and in the name of the member bank surrendering

i it a new certificate for the number of shares represented by the
certificate so surrendered. If a member bank has filed an applica-
tion for an increase or a decrease in its holdings of Federal Reserve
bank stock pursuant to the provisions of section & of this regulation,
or has acquired the Federal Reserve bank stock from another bank by
virtue of a consolidation of the kind described in section 5 of this
regulation, it shall surrender the stock certificate previously is-
sued to it and the certificate representing any stock so acguired,
and the Federal Reserve bank shall issue a new certificate for the
mumber of shares represented by the surrendered certificate or cer-
tificates decreased by the number of shares canceled or increased by
the number of additional shares to be issued.

"SECTION 12. BOARD FORMS

1411 forms referred to in this regulation and all such forms as
they may be amended from time to time shall be a part of this regu-
lation.”

The proposed letter to the Federsl reserve agents at
all Federal reserve banks conteining instructions relating
to the checking and handling of applications for the issu-
\ ance and cancelation of Federel reserve bank stock was ap-
proved unanimously in the following form:

"Tn connection with the revised procedure of handling applica-
tions for the issuence and cancelation of Federal Reserve bank stock
as contemplated by Regulation I, Revised, Effective Januery 1, 1926,
such applications should no longer be sent to the Board for approvel,
and Federsl Reserve bank stock may be issued and canceled by Federal
| Reserve banks as soon as the appropriste applications are found to
; be in proper form and are approved by the Federal Reserve Agent, ex-

cept in the cese of applications of State banks for admission to mem-—
bership or notices of intention to withdraw from membership. For

guidance in this connection, the following instructions are set forth
Covering the principal points to be kept in mind in the checking and

[ handling of applications and related matters.

] "l. Care should be exercised to see that all such applications
are properly executed by persons duly authorized, that the figures
of capital and surplus appear to be correct according to available
data, that the number of shares of Federal Reserve bank stock which
the applying bank is required to hold, subscribe for or surrender
has been correctly computed, and that the application conforms in
all respects to the provisions of the law and the Board's regula-

\ tions ang rulings. The capital and surplus of national banks as

\

Shown in applications should be checked against the notices received
! from the Comptroller's office and against condition reports. The

Capital structure in the case of State member banks, and total de-

Posit 1iabilities in the case of mutual savings banks, should be

Checked against reports of condition and other available data.

i "2. If there be any doubt whether an application is properly

Xecuted, or as to the number of shares of Federal Reserve bank stock
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"which the applying bank is required to hold, subscribe for or sur-
N Tender, the matter should be taken up with counsel for the Federal
Reserve bank and, if necessary, the question should be referred to
the Board.

"3, In connection with the organization of national banks, the
Comptroller of the Currency should be advised direct by telegraph by
the Federal Reserve Agent as soon as an application for the issuance
of Federal Reserve bank stock has been found to be in proper form and
the required payment has been received on the bank's subscription to
Federal Reserve bank stock. This advice should be given by using the
New code word 'NARRATEMENT', the meaning of which will be as follows:

'Application for Federal Reserve bank stock to be issued to the
organizing national bank hereafter named has been found to be
in proper form and approved by the Federal Reserve Agent, the
required payment has been received on the applicant's subscrip-
tion for the number of shares of Federal Reserve bank stock
hereafter shown, and such stock will be issued to the organiz-
ing national bank as of the date on which it is authorized by
your office to commence business: (name and location of organ-
izing national bank, and number of shares of Federal Reserve
bank stock applied for).'

"Upon the issuance of Federal Reserve bank stock to a newly or-
8anized national bank, the Board should be advised thereof by tele-

\ graph by the Federal Reserve Agent, using the new code word 'NARRATE-
MILL!', the meaning of vwhich will be as follows:
'Federal Reserve bank stock has been issued as of the date
hereafter shown to the following newly organized national
bank: (give date of the stock certificate and name and lo-
cation of organizing national bank).'
"4. Upon cancelatlon of a member bank's entire holdings of Fed-
€ral Reserve bank stock and cessation of its membership, the Board
Should be advised by telegraph by the Federal Reserve Agent, using, as
at present, code word 'NAVIFORH', the meaning of which will hereafter
€ as follows:
"Refund of capital stock payments was made on the date here-
after shown on account of cessation of membership of the fol-
lowing named bank: (date of cancelation of Federal Reserve
bank stock and neme and location of the bank).®
% "5. Whenever a State member bank has been placed in the hands of
£ Conservator or other State official acting in a capacity similar to
unat of conservator, it may wish to file a notice of intention to vol-
tarily withdraw from membership in the Federal Reserve System in the
angner provided in section 9 of the Federal Reserve Act, as amended,
= ithe Board's Regulation H, and request the Board to permit withdraw-
3 Mmediately, waiving the six months' notice. In any such case the
\ Ohservator must join in such notice of intention to withdraw and re-
|

ggz§t for waiver. Upon receipt of advice that you have received such
{ h 1¢e and request for waiver and that your counsel is satisfied as to
YOE legal aspects of such notice and request for waiver, together with
aa T recommendation in the matter, the Board will take action as soon
Possible,
Rok "8. As soon as practicable after February 1 and August 1,
Pectively, of each year, each member bank's required holdings
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"of Federal Reserve bank stock should be computed by the Federal
Reserve Agent on the basis of its latest condition report. If the
Computation shows that its holdings of Federal Reserve bank stock
are either greater or less than the amount required by law, the
bank should be requested to file an application for an adjustment
in its holdings of Federal Reserve bank stock., More frequent ad-
Justments may be required in the event of substantial changes in

& member bank's capital and surplus. Adjustments at the request

of a member bank may, of course, be mede at any time that it changes
the amount of its aggregate capital amd surplus.

"7, It will no longer be necessary to furnish the Comptroller
of the Currency semi-annual certificates of increases and decreases
of Federal Reserve bank stock on Forms 58 and 59. In lieu thereof,
Please furnish a report to the Board as of the end of June and
December of each year showing the following informations

1. Number of shares of Federal Reserve bank stock out-
standing at beginning of the semi-annual period

2. Number of shares issued during the period to
(a) New member banks
'. (b) Existing member banks
(e) Total issued

3. Number of shares of Federal Reserve bank stock
canceled during the period on account of
(a) Cessations of membership
(b) Surrender of stock by continuing member
banks
(e) Total canceled

4. Number of shares of Federal Reserve bank stock
outstanding at end of semi-annual period
| S. Number of member banks at end of semi-annual period
‘ National banks State banks
(a) Active
(b) Inactive (banking
’ operations discon-

tinued)
"In comnection with items 2(a) and 3(a) above, please attach a
}18t showing the name and location of each bank, number of shares
8Sued or canceled, and date issued or canceled. The figures re-
Ported against items 2(b) and 5(b) should represent the number of
Shares of stock issued and canceled, respectively, pursuant to ap-
: Plications on Forms 56 and 56a; they should not include stock cer-
h icates issued in exchange for stock certificates canceled. In
| :upp°rt of item 5b, please show the name and location of each bank,
he date on which banking operations were discontimued, the date
Placed ip liquidation or in the hands of a receiver, if this has
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"been done, and the status of the application for cancelation of
Federal Reserve bank stock if filed."

At this point Mr, Cherry left the room, and Mr. Vest, Assistant
General Counsel, Mr. DuBois, Assistant Counsel, and Mr. Owens, Assistant
c°“nsel, Jjoined the meeting.

Reference was made to the draft of Regulation "Q", Payment of
Interest on Deposits, which had been prepared by the staff and revised
f°llowing the receipt of comments and suggestions of the Federal reserve
banks &nd others, and which had been discussed in the revised form at
°1 informl conference of some of the members of the Board and the staff.
. Wyatt outlined the controversial points in the regulation which had
been given special consideration at the conference above referred to,

%8 set forth in a memorandum dated November 7, 1935, from Mr. Owens,
d calieq attention particularly to certain amendments which had been
SUggesteq,

¥r. Wyatt also submitted a proposed modification of section 3
°f the Proposed regulation which would make possible changes from time
» time in the maximum rates of interest on time and savings deposits,
thr°u8h the issuance of supplements, without amending the regulation.
nn this Comection he submitted a draft of a supplement to Regulation
Q Prescribing meximum rates of interest payable by member banks on
Hne ang 8avirgs deposits. During a discussion of the maximum rates

of in
terest o be prescribed by the Board, Chairman Eccles suggested

that,
*he Board woula be justified in fixing & maximm rate of 2 1/2%
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o0 time deposits having maturities of six months or more, a maximum
Tate of 2% on time deposits having maturities of ninety days and up to
Six months, and a maximum rate of 1% on time deposits having maturities
W to ninety days.
In connection with the definition of "interest®, Mr. Clayton
Talsed the question whether the regulation prohibited the furnishing by
Tember banks to their customers of small coin banks or the printing of
c
Becks for customers. Mr. Owems stated that he felt that the regule-
t
lon Could be interpreted so &s not to prohibit actions of this character
by Pember barks and that these matters had not been covered specifically
1n the Tegulation for the reason that it was felt that they could be
ha
Mled more satisfactorily by rulings by the Board.
At the conclusion of the discussion, upon

motion by Mr. Szymczak, Regulation "Q" was ap-

proved and adopted unanimously in the following

form, to become effective on January 1, 1936:

"REGULATION Q
Revised effective Jamary 1, 1936.
(Superseding Regulation Q, Series of 1935)

"PAYMENT OF INTEREST ON DEPOSITS

"AUTHURITY FOR AND SCOPE OF REGULATION
secti'This regulation is issued under authority of provisions of
°n 19 of the Federal Reserve Act which, together with related
Provisions of law, are published in the Appendix hereto.
£ "This regulation relates to the payment of deposits and in-
i :t thereon by member banks of the Federal Reserve System and
b © the computation and maintenance of the reserves which mem-
e banks are required to maintain against deposits. The rules
Cerning reserves of member banks are contained in Regulation D.
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"The provisions of this regulation do not apply to aﬁy deposit
which is payable only at an office of a member bank located outside
of the States of the United States and the District of Columbia,

"SECTION 1. DEFINITIONS

"(a) Demand deposits. - The term 'any deposit which is payable
On demand!, hereinafter referred to as a 'demand deposit', includes
évery deposit which is not a 'time deposit' or 'savings deposit',
&8 defined below.

"(b) Time deposits. - The term 'time deposits' means 'time
Certificates of deposit' and 'time deposits, open account', as de-

ined below.

"(c) Time certificates of deposit. — The term 'time certificate
of deposit! means a deposit evidenced by a negotiable or non-nego-
tiable instrument which provides on its face that the amount of
Such deposit is payable to bearer or to any specified person or to

is order —-
"(1) On a certain date, specified in the instrument,
not less than 30 days after the date of the deposit, or
F "(2) At the expiration of a certain specified time
not less than 30 days after the date of the instrument, or

"(3) Upon notice in writirg which is actually required
to be given not less than 30 days before the date of repay-
ment,* and

"(4) In all cases only upon presentetion and surrender
of the instrument.

, "(d) Time deposits, open account. - The term 'time deposit,

? gpen account' means a deposit, other than a 'time certificate of

‘ 1ep°Sit' or a 'savings deposit', with respect to which there is

wgofcrce & written contract with the depositor that neither the

othle nor any part of such deposit may be withdrawn, by check or

th érwise, prior to the date of maturity, which shall be not less
3 30 days after the date of the deposit,® or prior to the expir-

ation of the period of notice which must be given by the depositor
e —————

n
* lA deposit with respect to which the bank merely reserves the
S8t to require motice of not less than 30 days before any with-
nean;., 1%, m8de 1s not a 'time certificate of deposit' within the

28 of the above definition.

h Deposits, such as Christmas club accounts and vacation club
litgg:ts’ which are made under written contracts providing that no
ey awal shall be made until a certain number of periodic deposits
'y been made during a period of not less than 3 months constitute
o dePosits, open account' even though some of the deposits are

© Within 30 days from the end of such period.
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"in writing not less than 30 days in advance of withdrawal.®
"(e) Savings deposits. - The term 'savings deposit' means a
deposit, evidenced by a pass book, consistirg of funds (i) deposited
to the credit of one or more individuals, or of a corporation, asso-
clation or other organization operated primarily for religious,
Philanthropic, charitable, educational, fraternal or other similer
Purposes and not operated for profit,? or (i1i) in which the entire
beneficial interest is held by one or more individuals or by such
& corporation, association or other organization, and in respect to
which deposit ——
"(1) The depositor is required, or may at any time
be required, by the bank to give notice in writing of an
intended withdrawal not less than 30 days before such
withdrawal is made;
"(2) Withdrawals are permitted in only two ways,
elther (i) upon presentation of the pass book, through
Payment to the person presenting the pass book, or (ii)
without presentation of the pass book, through payment
to the depositor himself but not to any gther person
whether or not acting for the depositor.
"The presentation by any officer, agent or employee of the bank
°f a pass book or a duplicate thereof retained by the bank or by any
of its officers, agents or employees is not a presentation of the

—

T
6A deposit with respect to which the bank merely reserves the
iight to require notice of not less than 30 days before any withdrawal
S made is not a 'time deposit, open account', within the meaning of
the aEove definition.

4Deposits in joint accounts of two or more individuals may be
Classified as savings deposits if they meet the other requirements of
he above definition, but deposits of a partnership operated for prof-
M Bay not be so classified. Deposits to the credit of an individual
oL fundg in which any beneficial interest i1s held by a corporation,
sartnership, association or other organization operated for profit
g Hot operated primarily for religious, philanthropic, charitable,
> Ucational, fraternal or other similar purposes may not be classi-

ed :8 savings deposits.

thr 5Presentation of a pass book may be made over the counter or
Ough the mails; and payment may be made over the counter, through

bove ag to the person to whom such payment may be made.

L the Mmails or otherwise, subject to the limitations of paragraph (2)
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"pass book within the meaning of this regulation except where the
pPass book is held by the bank as a part of an estate of which the

nk is a trustee or other fiduciary, or where the pass book is
held by the bank as security for a loan. If a pass book is retained
by the bank, it may not be delivered to any person other than the
depositor for the purpose of enabling such person to present the
Pass book in order to make a withdrawal, although the bank may deliver
the pass book to a duly authorized agent of the depositor for trans-
mittal to the depositor.

"Every withdrawal made upon presentation of a pass book shall
be entered in the pass book at the time of the withdrawal, and every
Other withdrawal shall be entered in the pass book a8 soon as prac-
ticable after the withdrawal is made.

"(f) Interest. — The term 'interest' means a payment, credit,
Service or other thing of value which is made or furnished by a bank
88 consideration for the use of the funds constituting a deposit and
%hich involves the payment or absorption by the bank of out-of-pocket
SXpenses (i.e., expenses arising out of specific transactions for
SPecific customers and definitely attributable to such transactions
88 distinguished from overhead and general operating expenses), re-
8ardless of whether such payment, credit, service or other thing of
Value varies with or bears a substantially direct relation to the
&mount, of the depositor's balance,
¢h "The term 'interest' includes the payment or absorption of ex-
buange and collection charges which involve out-of-pocket expenses,
lht does not include the payment or absorption of taxes upon deposits
abether levied against the bank or the depositor nor the payment or
ar8°rPtion of premiums on bonds securing deposits where such bonds

© required by or under authority of law.
"Notwithstanding the foregoing, the payment or absorption of
2 ted items of out-of-pocket expense in trivial amounts and not
to & regularly recurrent nature, where the charging of such items
nDtCUBtomers would cause undue friction or misunderstanding, will
&ctsbe deemed to be a payment of interest, provided that the bank
e in good faith and does not utilize the absorption of such items
B basis for soliciting accounts or obtaining an advantage over
av:§§t1t°rs and provided further that the bank maintains and makes
Showiable to the examiners authorized to examine the bank a record
of g ng the amounts of such items paid or absorbed by it, the dates

3 Uch payment or ebsorption, and the names of the customers for

M such items were paid or absorbed.

isola

"SECTION 2. DEMAND DEPOSITS

no men(a) Interest prohibited. - Except as hereinafter provided,
i Wber bank of the Federal Reserve System shall, directly or in-

d
ectly, by any device whatsoever, pay any interest on any demand
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"deposit.
"(b) Exceptions. - The prohibition stated in subsection (a)
above does not apply to -

"(1l) Payment of interest accruing before August 24, 1937,
on any deposit made by a savings bank as defined in section
12B of the Federal Reserve Act, as amended,® or by a mutual
savings bank;

"(2) Payment of interest accruing before August 24, 1937,
on any deposit of public funds’ made by or on behalf of any
State, county, school district, or other subdivision or munic-
ipality, or on any deposit of trust funds, if the payment of
interest with respect to such deposit of public funds or of
trust funds is required by State law when such deposits are
made in State banks;

"(3) Payment of interest in accordance with the terms of
any certificate of deposit or other contract which was lawfully
entered into in good faith before June 16, 1933 (or, if the bank
became a member of the Federal Reserve System thereafter, before

the date upon which it became a member), which was in force on
}\

such date, and which may not legally be terminated or modified
by such bank at its option or without liability; but no such

* certificate of deposit or other contract may be renewed or ex-

f tended unless it be modified to eliminate any provision for the
payment of interest on demand deposits, and every member bank
shall take such action as may be necessary, as soon as possible

' consistently with its contractual obligations, to eliminate from
any such certificate of deposit or other contract any provision
for the payment of interest on demand deposits.

"SECTION 3. MAXIMUM RATE OF INTEREST ON TIME AND SAVINGS DEPOSITS

"(a) Maximum rate prescribed from time to time. - Except in
accordance with the provisions of this regulation, no member bank
8hall pay interest on any time deposit or savings deposit in any
Manner, directly or indirectly, or by any method, practice, or de-
Vice whatsoever. No member bank shall pay interest on any time de-
Posit or savings deposit at a rate in excess of such applicable maxi-
Mum rate ag the Board of Governors of the Federal Reserve System
Shall prescribe from time to time; and any rate or rates which may

e ————

"65ection 128(c) (7) of the Federal Reserve Act which defines
the tern 'savings bank' is quoted in the Appendix hereto (page ).

)

s\ "7Deposits of moneys paid into State courts by private parties
Pending the outcome of litigation are not deposits of 'public funds',
Within the meaning of the above provision.
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"be so prescribed by the Board will be set forth in supplements to
this regulation, which will be issued in advance of the date upon
which such rate or rates become effective.

"(b) Modification of contracts to conform to regulation. -
No certificate of deposit or other contract shall be renewed or ex-
tended unless it be modified to conform to the provisions of this
Tegulation, and every member bank shall take such action as may be
hecessary, as soon as possible consistently with its contractual
Obligations, to bring all of its outstanding certificates of deposit

;: other contracts into conformity with the provisions of this regu-
tion,

"(c) Member banks limited to maximum rate for State banks. -
The rate of interest paid by a member bank upon a time deposit or
Savings deposit shall not in any case exceed (i) the applicable maxi-
Mum rate prescribed pursuant to the provisions of subsection (&) of
this section, or (ii) the applicable maximum rate authorized by law
to be paid upon such deposits by State banks or trust companies or-
ganized under the laws of the State in which such member bank is lo-
Cated, whichever may be less.
\ ~ ™d) Savings deposits received during first five days of month. -
\ A member bank may pay interest on a savings deposit received during
the first five days of any calendar month at the applicable meximum
Tate prescribed pursuant to the provisions of subsection (a) of this
Section calculated from the first day of such calendar month until
Such deposit is withdrawn or ceases to constitute a savings deposit
Under the provisions of this regulation, whichever shall first occur.
"(e) Continua of time sit status. - A deposit which was
8 time deposit at the date of deposit continues to be such until
Maturity although it has become payable within 30 days, and interest
& rate not exceeding that prescribed pursuant to the provisions
°f subsection (a) of this section may be paid until maturity upon
Such deposit, A time deposit or a savings deposit with respect to
hich notice of withdrawal has been given continues to be such until
he expiration of the period of such notice, and interest may be paid
UPon such deposit until the expiration of the period of such notice
8t & rate not exceeding that prescribed pursuant to the provisions
zf Subsection (a) of this section. Interest at a rate not exceeding
t prescribed pursuant to the provisions of subsection (a) of this
8;ction may be paid upon savings deposits with respect to which notice
0% intended withdrawal has not actually been required or given. No
Dterest shall be paid by a member bank on any amount which, by the
tgrms of any certificate or other contract or agreement or otherwise,
sue bank may be required to pay within 30 days from the date on which
¢h amount is deposited in such bank.®
\‘r‘;
R BDeposits, such as Christmas club accounts and vacation club ac-
druntS, which are made under written contracts providing that no with-
awal shall be made until a certain number of periodic deposits have
N made during a period of not less than 5 months constitute 'time
€°81t8, open account' even though some of the deposits are made
4 e hin 30 days from the end of such period.

e 010/

ar—

de
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"(f) No interest after maturity or expiration of notice. -
After the date of maturity of any time deposit, such deposit is a

demand deposit, and no interest may be paid on such deposit for any
Period subsequent to such date. After the expiration of the period
of notice given with respect to the repayment of any time deposit

Or savings deposit, such deposit is a demand deposit and no interest
hay be paid on such deposit for any period subsequent to the expira-
tion of such notice, except that, if the owner of such deposit ad-
Vise the bank in writing that the deposit will not be withdrawn pur-
Suant to such notice or that the deposit will thereafter again be
Subject to the contract or requirements applicable to such deposit,
the deposit will agaln constitute a time deposit or savings deposit,
88 the case may be, after the date upon which such advice is re-
Ceived by the bank.

"SECTION 4., PAYMENT OF TIME DEPOSITS BEFORE MATURITY

"(a) T1 epo ayable on a specified date. - No member
bank ghall pay any time deposit, which is payable on a specified
"\ date, before such specified date, except as provided in subsection
(d) of this section.

"(b) Time deposits payable after a specified period. - No mem-
Der bank shall pay eny time deposit, which is payable at the expir-
ation of a certain specified period, before such specified period

S expired, except as provided in subsection (d) of this section.

"(c) Time deposits payable after a specified notice. - No mem-
ber bank shall pay any time deposit, with respect to which notice is
Tequired to be given a certain specified period before any withdrawal
is Pﬁde, until such required notice has been given and the specified
Period thereafter has expired, except as provided in subsection (d)
°f this gection.

"(d) Payment in emergencies. - In an emergency where it is
necesﬁ&ry to prevent great hardship to the depositor, a member bank
My pay before maturity a time deposit or the portion thereof neces-
S&ry to meet such emergency, provided that before making such pay-
:igt the depositor shall sign an application describing fully the
th Cumstances constituting the emergency which is deemed to Justify
bee Payment of the deposit before maturity, which application shall
th 8pproved by an officer of the bank who shall certify that, to
ca: best of his knowledge and belief, the statements in the appli-

lon are true. Such application shall be retained in the bank's

\ files and made available to the examiners authorized to examine the
s Where a time deposit is paid before maturity the depositor

thall forfeit accrued and unpaid interest for a period of not less

B three months on the amount withdrawn if an amount equal to the

lount Withdrawn has been on deposit three months or longer, and
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"shall farfeit all accrued and unpaid interest on the amount with-
drawn if an amount equal to the amount withdrawn has been on deposit
‘less than three months. When a portion of a time certificate of
deposit is paid before maturity, the certificate shall be canceled
and a new certificate shall be issued for the unpaid portion of the
deposit with the same terms, rate, date and maturity as the original
deposit,

"(e) Loans upon gecurity of time deposits, - A member bank may
Wake a loan to the depositor upon the security of his time deposit
Provided that the rate of interest on such loan shall be not less
than 2 per cent per annum in excess of the rate of interest on the
time deposit.

"SECTION 5, NOTICE OF WITHDRAWAL OF SAVINGS DEPOSITS

"(a) Requirements regarding notice. - A member bank shall ob-
8erve the requirements set forth below in requiring notice of intended
Withdrawal of any savings deposit, or in waiving such notice, or in
Tepaying any savirgs deposit, or part thereof, without requiring
Such notice, whether such notice of intended withdrawal is required
to be given in each case by the terms of the bank's contract with the
depositor or may, under such contract, be required by the bank at
81y time at its option.

"(1) If a member bank waive such notice of intended
Withdrawal as to any amount or percentage of the savings
deposits of any depositor, it shall waive such notice as
to the same amount or percentage of the savings deposits of

every other depositor which are subject to the same require-
ment,

s

"(2) If a member bank pay any amount or percentage of
the savings deposits of any depositor, without requiring
Such notice, it shall, upon request and without requiring
Such notice, pay the same amount or percentage of the sav-
ings deposits of every other depositor which are subject to

he same requirement,

"(8) If a member bank require such notice before the
: Payment of any amount or percentage of the savings deposits
} of any depositor, it shall require such notice before the
&

i

Payment of the same amount or percentage of the savings de-
POsits of any other depositor which are subject to the same
Tequirement,
b‘ CeedinA member bank is not prevented from paying during the next suc-
tos ¢ interest perlod, without requiring notice of withdrawal, in-
‘ est on a savirgs deposit which has accrued during the preceding

i :ztereat period, provided that it shall, upon request and without
Wiring guch notice, pay in the same manner interest which has
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"accrued during the preceding interest period on the savings
deposits of every other depositor.

"(b) Requirements regarding change of practice. -~ No
bember bank shall change its practice with respect to the
Tequiring or waiving of notice of intended withdrawal of
Savings deposits except after duly recorded action of its
board of directors or of its executive committes properly
authorized, and no practice in this respect shall be
adopted which does not conform to the requirements of
Paragraphs (1), (2), or (3) of subsection (a) of this
Section,

"(c) Change of practice for purpose of discrimination. —
No change in the practice of a member bank with respect to
the requiring or waiving of notice of intended withdrawal
of savings deposits shall be made for the purpose of dis-
Criminating in favor of or against any particular depositor
Or depositors.

"(d) Reguirements applicable although no interest
EQ%Q- - A member bank shall observe the requirements of
this section with respect to suvings deposits even though
B0 interest be paid on such deposits.

; "(e) Losns upon security of savings deposits. - If it
18 not the practice of a member bank to require notice of
intendeq withdrawal of savings denosits, no restrictions
&re imposed by this regulation upon loans by such bank to
its depositors upon the security of such deposits. If it
S the practice of & member bank to require notice of in-
tended withdrawal of savings deposits or any amount or
Percentage thereof, such bank mey make loans to its
depositors upon the security of such deposits and, in each
Such case, the rate of interest on such loan shall be not
©88 than 2 per cent per annum in excess of the rate of
terest on the savings deposit."

Upon motion by Mr. Szymczak, the following
Supplement to Regulation "Q" was approved and
adopted unanimously, to become effective as of
January 1, 1936:

"SUPPLEMENT TO REGULATION Q

"ISSUED BY THE BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM

"Effective Januery 1, 1936.

2522
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"Meximum retes of interest payable on time and savings
deposits by member banks of the Federal Reserve System

"Pursuant to the provisions of section 19 of the Federzl
Reserve Act end section 3 of its Regulation Q, the Boerd of
ernors of the Federal Reserve System hereby prescribes the
fOllowing maximum ratesl of interest payable by member banks of
e Federal Reserve System on time and savings deposits:
"(1) Maximum rate of 2-1/2 per cent. — No member bank
Shall pay interest accruing after January 31, 1935, at a rate
in excess of 2-1/2 per cent per annum, compounded quarterly,2
;e%ardless of the basis upon which such interest may be com=~
uted, -
"(A) On any savings deposit,
"(B) On any time deposit having a maturity date six
months or more after the date of deposit or payable
upon written notice of six months or more,
"(C) On any Postal Ssvings deposit which constitutes
& time deposit,
®Xcept that a member bank may pay interest on any such deposits
accordance with the terms of any certificate of deposit or
Other contract which was lawfully entered into in good faith
efore December 18, 1934 (or, if the bank beceme a member of the
Federal Reserve System thereafter, before the date upon which
it became a menber), which was in force on such date and which
T8y not legally be termineted or modified by such bank at its
°Ptlon or without liability.
"(2) Maximum rete of 2 per cent. - No member bank shall
Pay interest accruing after Jamary 1, 1936, at a rate in
eXxcess of 2 per cent per annum, compounded quarterly, regard-
88 of the basis upon which such interest may be computed,-
"(A) On any time deposit (except Postal Savings deposits
¥hich constitute time deposits) having a maturity date
less than six months and not less than 90 days after the
date of deposit or paysble upon written notice of less
e six months and not less than 90 days,
accept that a member bank may pay interest on such deposits in
conzl‘dance with the terms of any certificate of deposit or other
baz Tact which was lawfully entered into in good faith before Decem-
Sy 1, 1935 (or, if the bank became a member of the Federal Reserve
Stem thereafter, before the date upon which it became a member) ,
bt :

nl

g:e Maximim rates of interest payable by member banks of the Federal
no:ErVe System on time and savings deposits as prescribed herein are
8pplicable to any deposit which is paysble only at an office of
ember bank located outside of the States of the United States and

np | District of Columbia.
This 1imitat
in
8ggre
aggr
Pouy

ion is not to be interpreted as preventing the compound-
€ of interest at other then quarterly intervals, provided that the
gate amount of such interest so compounded does not exceed the
®gate amount of interest at the rate above prescribed when com-
tded quarterly.
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"which was in force on such date and which may not legally be ter-
minated or modified by such bank at its option or without liability,
"(3) Maximum rate of 1 per cent. - No member bank shall pay

interest accruing after January 1, 1936, at a rate in excess of 1
Per cent per annum, compounded quarterly, regardless of the basis
Upon which such interest may be computed, -

"(A) On any time deposit (except Postal Savings deposits
which constitute time deposits) having a maturity date less
than 90 days after the date of deposit or payable upon
written notice of less than 90 days,
eXcept that a member bank may pay interest on such deposits in ac-
¢ordance with the terms of any certificate of deposit or other con-
act which was lawfully entered into in good faith before Decem—
1, 1935 (or, if the bank became a member of the Federal Reserve
Stem thereafter, before the date upon which it became a member),
Which was in force on such date and which may not legally be ter-
Winated op modified by such bank at its option or without liability.m"

Chairman Eccles stated that he had discussed with Mr. Wyatt and
e, Smead the draft of Regulation AW, Advances to and Discounts for
Henbey Banks by Federal Reserve Banks, that he had certain suggestions
b Take with regard to the form of the regulation, and that, as there
"8 o immediate necessity for the issuance of the amended regulation,
S felt that action thereon might be deferred until he had an opportun-
ty % Present the changes which he desired to suggest to the Board for
discuSSi o1,

Consideration was then given to the draft of Regulation "D",
*erves op Member Banks, which had been prepared by the staff and re-
T f°11°‘1tg receipt of comments and suggestions from the Federal
"6 banks ang others and which had been discussed in the revised

fox.m
& an informal conference of members of the Board and the staff as

Bet £
¢}
™™ 1n a memorandum dated November 19, 1935, from Yr. DuBois.
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During the ensuing discussion reference was made particularly to
"8 quastion whether the Board should reverse 1ts old ruling thst a mem-
ber bank neeq not include, in its gross demand deposits, deposits payable
o its foreign branches, for the purpose of computing required reserves.
i, Hamlin said that he would favor adherence by the Board to the old
rhling, and some of the other members indicated their concurrence. It
Wag Stated, in this connection, that a decision on this matter would not
"*ulre & charge in the text of Regulation "D".
Upon motion by Mr., James, Regulation "D"

was approved and adopted unanimously in the fol-

lowing form, to become effective as of Jamary 1,
i\ 19363
"REGULATION D

"Revised effective Jamuary 1, 1936
(Superseding Regulation D, Series of 1930)

"RESERVES OF MEMBER BANKS

"AUTHORITY FUR REGULATION
B "This regulation is issued under authority of provisions of
protion 19 of the Federal Reserve Act which, together with related
Visions of law, are published in the Appendix hereto.

"SECTION 1., DEFINITIONS
all d"(a) Demand deposits. - The term 'demand deposits' includes
ﬁpoaits except 'time deposits! as defined below.
certifib) Time deposits. - The term 'time deposits' means 'time
g nga g Cates of deposit', 'time deposits, open account' and 'sav-
\ o Po8its!, as defined below.
St °§c) Time certificates of deposit. - The term 'time certifi-
Negot i deposit! means a deposit evidenced by a negotiable or non-
2 @ble instrument which provides on its face that the amount of
g32231t is payable to bearer or to any specified person or to

i 130
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"(1) On a certain date, specified in the instrument,
not less than thirty days after the date of the deposit,
or

"(2) At the expiration of a certain specified time
not less than thirty days after the date of the instrument,
or

"(8) Upon notice in writing which is actually required
to be giVef not less than thirty days before the date of
Tepayment,™ and

"(4) In all cases only upon presentation and surrender
of the instrument.

"(d) Time deposits, open account. ~ The term 'time deposit,
open account' means a deposit, other than a 'time certificate of
deposit! or a 'savings deposit', with respect to which there is in
force a written contract with the depositor that neither the whole
UOT any part of such deposit may be withdrawn, by check or other-
Wise, prior to the date of maturity, which shall be not less than
hirty days after the date of the deposit,2 or prior to the expir-
k 8tlon of the period of notice which must be given by the depositor

Writing not less than thirty days in advance of withdrawal.®

"(e) Savings deposits. -~ The term 'savings deposit' means a

deposit, evidenced by a pass book, consisting of funds (i) depos-

ted to the credit of ome or more individuals, or of a corporation,
48sociation or other organization operated primarily for religious,
philﬂnthropic, charitable, educational, fraternal or other similar

b S
n

th 1 deposit with respect to which the bank merely reserves

% € right to require notice of not less than thirty days before

1§y Withdrawal is made is not a 'time certificate of deposit! with-
thﬁ meaning of the above definition.

aise Deposits, such as Christmas club accounts and vacation club
“itOUnts, which are made under written contracts providing that no
itahdrawal shall be made until a certain number of periodic depos-~
Sbyi have been made during a period of not less than three months
de Stitute 'time deposits, open account' even though some of the
p°3§t8 are made within thirty days from the end of such period.

3
th A deposit with respect to which the bank merely reserves
| Wi: Tight to require notice of not less than thirty days before any
\ hdrawa] is made is not a 'time deposit, open account', within
)

t
he Meaning of the above definition.




'l 2327

) /26735 =38
"purposes end not operated for profit,% or (ii) in which the entire
beneficial interest is held by one or more individuals or by such
8 corporation, association or other organization, and in respect
to which deposit -
"(1) The depositor is required, or may at any time
be required, by the bank to give notice in writing of an
intended withdrawal not less than thirty days before such
withdrawal is made;
"(2) Withdrawals are permitted in only two ways, either
(1) upon presentation of the pass book, through payment to
the person presenting the pass book, or (ii) without presen-
tation of the pass book, through payment to the depositor
himself but not to any other person whether or not acting
for the depositor.®

"The presentation by any officer, agent or employee of the
bank of g pass book or a duplicate thereof retained by the bank or
by any of its officers, agents or employees is not a presentation
of the pass book within the meaning of this regulation except where
the pass book is held by the bank as a part of an estate of which
the bank is a trustee or other fiduciary, or where the pass book is
helq by the bank as security for a loan. If a pass book is retained
by the bank, it may not be delivered to any person other than the
depositor for the purpose of enabling such person to present the
Pass book in order to meke a withdrawal, although the bank may de-
liver the pass book to a duly authorized agent of the depositor for
transmittal to the depositor.

"Every withdrawal made upon presentation of a pass book shall
be entered in the pass book at the time of the withdrewel, snd every
Other withdrawal shall be entered in the pass book as soon as prac-
Uicable after the withdrawal is made.

e ———

n

4Deposits in joint accounts of two or more individuals may be
Classified as savings deposits if they meet the other requirements
°f the above definition, but deposits of & partnership operated for
Profit may not be so classified. Deposits to the credit of an in-
4ividual of funds in which any beneficial interest is held by a cor-
p°1‘&tion, partnership, association or other organization operated
for profit or not operated primarily for religious, philanthropic,
°haritab1e, educational, fraternal or other similar purposes may
10t be clagsified as savings deposits.

n

5Presentation of a pass book may be made over the counter or
through the mails; and payment may be made over the counter, through
he maijg or otherwise, subject to the limitations of paragraph (2)
4bove ag to the person to whom such payment may be made.

,_ _ﬁgwﬁ,
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"(f) Gross demand deposits. - The term 'gross demand deposits!'
Means the sum of all demand deposits, including demand deposits made
! by other banks, the United States, States, counties, school districts
and other governmental subdivisions and municipalities, and all out-
8tanding certified and officers! checks (including checks issued by
the bark in payment of dividends), letters of credit and travelers'
Checks sold for cash, and drafts drawn upon or other authorizations
to charge the member bank's reserve account &t the Federal Reserve

"(g) Cash items in process of collection. - The term 'cash items
in process of collection' means -

"(1) Checks in process of collection, drawn on a bank, pri-
Vate bank, or any other banking institution, which are payable
immediately upon presentation in the United States, including
Checks with a Federal Reserve bank in process of collection
and checks on hand which will be presented for payment or for-
%arded for collection on the following business day;
"(2) Government checks and warrants drawn on the Treasur—
er of the United States which are in process of collection;
"(3) Such other items in process of collection, pay-
able immediately upon presentation in the United States, as
are customarily cleared or collected by banks as cash items.
! "Items handled as non-cash collections may not be treated as
Cash items in process of collection' within the meaning of this
Tegulation,

"(h) Net demand deposits. - The term 'nmet demand deposits' means
§r°53 demand deposits as defined in subsection (f) of this section
Qgss the deductions allowed under the provisions of subsection (b)

Section 2 of this regulation,

"SECTION 2. COMPUTATION OF RESERVES

o "(a) Amounts of reserves to be maintained. - Every member bank
the Federal Reserve System is required by law to maintain on de-
POSIt with the Federal Reserve bank of its district an actual net
ance equal to three percent of its time deposits plus -
"Seven percent of its net demand deposits if not in a
Teserve or central reserve city.
"Ten percent of its net demand deposits if in a re-
Sérve city, except that if located in an outlying district
‘ °f & reserve city or in territory added to such city by the
|

Sxtension of the city's corporate limits such bank may,
EPOH the affirmative vote of five members of the Board of
Overnors of the Federal Reserve System, be permitted to

; Mintain seven percent reserves against its net demand de-
‘ Positg,
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"Thirteen percent of its net demand deposits if located
in a central reserve city, except that if located in an out-
lying district of a central reserve city or in territory
added to such city by the extension of the city's corporate
limits, such bank may, upon the affirmative vote of five mem-
bers of the Board of Governors of the Federal Reserve System,
be permitted to maintain seven percent or ten percent reserves
against its net demand deposits.

"Notwithstanding any other provision of this regulation, the
actual net balance which each member bank is required to maintain
on deposit with the Federal Reserve bank of its district in ac-
Cordance with the foregoing shall be changed by such percentage,
Within the limitations prescribed by law,® as the Board of Governors
Of the Federal Reserve System shall prescribe from time to time pur-
Suant to the sixth paragraph of section 19 of the Federal Reserve
Act, as amended by the Banking Act of 1935, in order to prevent
injurious credit expansion or contraction.

"(b) Deductions allowed in computing reserves. - In determin-

ing the reserve balances required under the terms of this regula-
lon, member banks may deduct from the amount of their gross demand
deposits the amounts of balances subject to immediate withdrawal
gue from other banks and cash items in process of collection as de-
'inEd in subsection (g) of section 1 of this regulation. Balances
due from other banks' do not include balences due from Federal
feserve banks, balances (payable in dollars or otherwise) due from
foreign banks or branches thereof wherever located, or balances due
trom foreign branches of domestic banks. The word 'banks' in the
®rm 'due from other banks' refers to incorporated banks and does
Dot include private banks or bankers.?

"(c) Availability of cash items as reserve. - Cash items for-

¥arded to a Federal Reserve bank for collection and credit camot
Counted as part of the minimum reserve balance to be carried by
& member bank with its Federal Reserve bank until the expiration of

———————
"

8
X The amount of the reserves required to be maintained by any
UCh menber bank as a result of any such change may not be less than

, amsuazount of the reserves specified above nor more than twice such
1 n 5

n
bal 7A member bank exercising fiduciary powers may not include in
% 8nces 'due from other banks' amounts of trust funds deposited
th other banks and due to it as trustee or other fiduciary. If
1§uit funds are deposited by the trust department of a member bank
ts commercial or savings department and are then redeposited in

an°§her bank subject to immediate withdrawal they may be included
N he member bank in balances 'due from other banks', subject to
€ Provisions of subsection (b) above.
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"such time as may be specified in the appropriate time schedule
referred to in Regulation J. If a member bank draw against checks
before such time, the draft will be charged against its reserve
balance if such balance be sufficient in amount to pay it; tut any
resulting impairment of reserve balances will be subject to the
Penalties provided by law and by this regulation.
"(d) Rreserves against trust funds, - A member bank exercising
trust powers need not maintain reserves against trust funds which
1t keeps properly segregated as trust funds and apart from its
general assets or which it deposits in another institution to the
Credit of itself as trustee or other fiduciery. If, however, such
funds are mingled with the general assets of the bank, as permitted
to national banks under authority of section 11(k) of the Federal
Reserve Act, a deposit 1iability thereby arises against which re-
Serves must be maintained.
"(e) Continuance of ‘'time deposit! status. — A deposit which
at the time of deposit was a 'deposit evidenced by a time certifi-
Cate of deposit', 'time deposit, open account', or 'savings deposit!’
Continues to be a 'time deposit' until maturity or the expiration
P! of the period of notice of withdrawal, although it has become pay-
able within thirty days. After the date of maturity of any time

dePOSit, such deposit is a demand deposit. After the expiration

of the period of notice given with respect to the repayment of any
Savings deposit or other time deposit, such deposit is a demand
dePOSit, except that, if the owner of such deposit advise the bank
in writing that the deposit will not be withdrawn pursuant to such
Motice or that the deposit will thereafter again be subject to the
Contract or requirements applicable to such deposit, the deposit
Will again constitute a savings deposit or other time deposit, as
the case may be, after the date upon which such advice is received
by the bank,

"SECTION 3, DEFICIENCIES IN RESERVES

"(a) Computation of Deficiencies.
"(1) Deficiencies in reserve balances of member banks

in cities where Federal Reserve banks or branches thereof
are located and in such other reserve cities as the Board of
Governors of the Federal Reserve System may designate from
time to time shall be computed on the basis of average daily
net deposit balances coverirng semiweekly periods. Deficien-
Cles in reserve balances of member banks in all other reserve
Cities shall be computed on the basis of average daily net
deposit balances covering weekly periods. Deficiencies in
Teserve balances of other member banks shall be computed on
the basis of average daily net deposit balances covering

e




<031

{ ’ W/z8/35 -32-

"semimonthly periods.8

"(2) In computing such deficiencies the required reserve
balance of each member bank at the close of business each day
shall be based upon its net deposit balances at the opening of
business on the same day; and the semiweekly, weekly, and semi-
monthly periods referred to in paragraph (1) hereof shall end

at the close of business on days to be fixed by the Federal

Reserve banks with the approval of the Board of Governors of

the Federal Reserve System.

"(b) Penalties.
"(1) Penalties for such deficiencies will be assessed
monthly on the basis of average daily deficiencies during each

of the reserve computation periods ending in the preceding

calendar month.

"(2) Such penalties will be assessed at a rate of two per
cent per annum above the Federal Reserve bank rate applicable

to discounts of ninety day commercial paper for member banks,

in effect on the first day of the calendar month in which the

deficiencies occurred.

) "(c) Notice to directors of banks deficient in reserves. -

» Whenever it shall appear that a member bank is not paying due regard
to the maintenance of its reserves, the Federal Reserve bank shall
address a letter to each director of such bank calling attention to
the situation and advising him of the requirements of the law and of
this regulation regarding the maintenance of reserves and the person-
al liability of the directors permitting violations of the laws.

"(d) Continued deficiencies. - If, after the notice provided
for in subsection (c) of this section 3 has been given, it shall ap-
Pear that the member bank is continuing its failure to pay due regard
o the maintenance of its reserves, the Federal Reserve bank shall
Teport such fact to the Board of Govermors of the Federal Reserve
System with a recommendation as to whether or not the Board should -
"(1) In the case of a national bank, direct the Comptroller
of the Currency to bring suit to forfeit the charter of such

hational bank pursuant to section 2 of the Federal Reserve Act;
or

"(2) In the case of a State member bank, institute proceed-
ings to require such bank to surrender its stock in the Federal
Reserve bank and to forfeit all rights and privileges of member-
Ship pursuant to section 9 of the Federal Reserve Act; or

\‘

n
\ e 8Deficiencie:s in reserve balances of member banks in outlying
Ectlons of central reserve and reserve cities which have been au-
ungriZEd by the Board of Governors of the Federal Reserve System,
t1 €r the provisions of subsection (a) of section & of this regula-
Wiin’ to maintain seven per cent reserves against demand deposits,
1 also be computed on the basis of average daily net deposit

i ances covering semimonthly periods.
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n(3) In either case, take such other action as
the Federal Reserve bank may recommend or the Board
of Governors of the Federal Reserve System may con-
sider advisable.

“SECTION 4. LOANS AND DIVIDENDS WHILE RESERVES ARE DEFICIENT

"It is unlawful for any member bank the reserves of
Which are deficient to make any new loans or pay any divi-
dends unless and until the total reserves required by law
are fully restored, and the payment of penalties for
deficiencies in reserves does not exempt member banks from
this prohibition of law. As provided in section 3 of this
Tegulation, penalties for deficiencies in reserves ere
Computed on the basis of the average reserve balances for
Semiweekly, weekly, or semimonthly periods; but this pro-
hibition of law applies whenever the reserves are deficient
r for one day or more, regardless of whether or not the average
» Teserve balances for the semiweekly, weekly, or semimonthly
Period are deficient.m

Mr. Morrill raised the question as to
the procedure to be followed in sending the
revised regulations to the Federsl reserve
banks. It was agreed that copies of the reg-
ulations should be placed in the hands of
the member banks as promptly as possible, and
that for this purpose mimeographed copies of
the regulations should be sent to the Federal
reserve banks as soon as possible with the

—request that they have a sufficient number of
copies printed and distributed to member banks,
Pending the receipt of the official printed
copies.

At this point Messrs. Wyatt, Goldenweiser, Smead, Vest, DuBois

ang
Owens left, the meeting and the Board acted upon the following

k Witepg,

f Letter to mp. Peyton, Chairman of the Federal Reserve Bank of
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Mhn“mPOIis, stating that the Board approves the establishment without
Change by the bank on November 23, 1935, of the rates of discount and
Purchase in its existing schedule.
Approved unanimously.
Telegram to Mr. Case, Federazl Reserve Agent at the Federal
Reserve Bank of New York, reading as follows:

"This refers correspondence regarding Regulation No.
1of Banking Advisory Board of State of New Jersey pre-
Scribing maximum rate of 2 per cent per annum which may
Pe paid by banks, trust companies, or savings banks in
that State on time or savings deposits efter January 1,
1936. In view of provisions of section 24 of Federal Re-
Serve Act and of regulation of Banking Advisory Board,
it is opinion of Board of Governors that rate of interest
8ccruing after January 1, 1936 and during the period the
regulation is legelly in effect, which a national bank or
other member bank located in New Jersey may lawfully pey
on time or savings deposits, may not exceed the rate of
< per cent per annum prescribed in the regulation. It
is believed desirable that notice to this effect be given
by you without delay to all member banks in your district
located in the State of New Jersey calling attention to

€ applicable provisions of section 24 of the Federal
Serve Act and to subsection (c)(3) of Section III
&nd subsection (c)(3) of Section V of Regulation G, as
well as to the provisions of regulation of Banking Ad-
Visory Board. The Boerd of Governors will not object
Yo payment of interest by a national bank at a rate
Ereater than 2 per cent per annum in accordance with
the terms of, and until the termination of, any con-
tract existing on the date on which such bank receives
Dotice from you of the limitations effective after January
1, 1936, provided such rate is otherwise in conformity with
€ provisions of Regulation Q and the contract is
Sruinated as soon as possible under the terms thereof.
Please furnish Board two copies of any notification which

{2“ may send to member banks in New Jersey in this connec-
on,n
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Approved unanimously, together with a
similer telegram to Mr. Austin, Federal Re-
serve Agent at the Federal Reserve Bank of
Philadelphia, and a letter to M. 0'Connor,
Comptroller of the Currency, inclosing a copy
of the regulation of the Banking Advisory
Board of the State of New Jersey and & copy
of the telegram to Mr. Case.
Memorandum dated November 19, 1935, from M. Smead, Chief of
*he Division of Bank Operations, stating that Regulation "0, Regula-
tion fop the Guidance of Federal Reserve agents in the matter of
i
SSuance ang retirement of Federal Reserve notes, had not been reissued
Sluce 14 was adopted in 1915; that many of the provisions of the regule-
t
Lon Were now obsolete; that the regulation covered the Boeard's
111structions to the Federal Reserve agents with respect to the issuance
fad Tetirement of Federal Reserve notes and did not contain any pro-
v
Lsiong applicable to operations of member banks or to the relations of
th
® Federal Reserve banks to member banks and the public; and that,
th
°refore, it was felt that Regulation "O, series 1915, should be re-
Vo
keq and g letter, containing such instructions as are necessary, sent
to
all Federal Reserve agents with respect to the issuance and retirement
of y
Federal Reserve notes. The memorandum submitted a draft of letter
to
the Federal Reserve agents in accordance with Mr. Smead's suggestion
fuq
- Stateq that if the proposed procedure were aedopted, the letter "Ov

g
8ht pe used to designate the new regulation on loans to executive

of
ficers by member banks.
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The letter was approved unanimously
as follows and it was agreed that the new
regulation on loans to executive officers
should be designated Legulation "O":

"Regulation "O", series of 1915, as amended, entitled 'Regu-
lations for the guidance of Federal Reserve Agents in the matter
of issuance and redemption of Federal Reserve notes', is hereby
Tevoked as of the close of December 2, 1935, and revised instruc-
tions on this subject, effective at that time follow.

"Early in May of each year the Board will furnish to each
Federal Reserve agent a statement showing the stock by denomina-
tions of Federal Reserve notes of his Federal Reserve bank at the
Bureau of Engraving and Printing, the amount by denominations of
Such notes in process of printing, and an estimate of the amount
of Federal Reserve notes that should be printed during each of
the next two fiscal years. Upon receipt of the Federal Reserve
! &gents' recommendations with respect to such estimates, the Board
tk Will place a printing order with the Comptroller of the Currency

for such amount of each denomination of Federal Reserve notes as

is regarded necessary to meet estimated requirements for the fol-
lowing fiscal year, and will also advise the Bureau of Engraving

and Printing of the probable requirements for such notes for the

Succeeding fiscal year.

"Requests for the shipment of Federal Reserve notes from Wash-
Ington shall be submitted to the Board on Form 45 or by telegram
Confirmed by written request on such form. Requests for the ship-
Ment of Federal Reserve notes shall be signed by the Federal Reserve
8gent or by an Assistant Federal Reserve agent.

"Federal Reserve notes may be issued to the Federal Reserve

by the Federal Reserve agent on written application signed by
8n officer of the Federal Reserve bank, authorized by the Board of
videctors or the Executive Committee to sign such application, pro-

ed collateral eligible, under the provisions of the Federal Re-
Serve Act, as security for Federal Reserve notes is pledged with
ate Federal Reserve agent by the Federal Reserve bank in an amount

least equal to the amount of Federal Reserve notes issued to the
58 "The Federal Reserve agent, acting for the Board of Governors
. the Federal Reserve System, may at any time call upon the Fed-
h' ral Reserve bank for additional collateral to protect the Federal
f

Reserve notes issued to such bank. The Federal Reserve Agent may
ﬁermit the Federal Reserve bank to make substitutions in collateral
eld by him as gsecurity for Federal Reserve notes provided the

4Mount, of the collateral so substituted is at least equal to the
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"amount of the collateral withdrawn. If at any time the amount
of collateral held by the Federal Reserve agent as security for
Federal Reserve notes is in excess of the amount of such notes
outstanding, the Federal feserve agent may permit the Federal
Reserve bank to withdraw such excess collateral or any portion
of such excess.

"Federal Reserve notes unfit for further circulation re-
Celved by a Federal Reserve bank shall be canceled and cut longi-
tudinally by the Federal Reserve bank and the uppers and lowers
forwarded on separate days to the Treasurer of the United States.
The amount of unfit notes of each other Federal Reserve bank for-
¥arded to the Treasurer of the United States should be telegraphed
to the Board, code CHRISTIAN, for credit in the Interdistrict
Settlement Fund.

"Each Federal Reserve agent shall authorize the Treasurer
of the United States by power of attorney to turn over to the
Comptroller of the Currency for destruction all unfit Federal Re-
Serve notes of the Federal Reserve bank to which such Federal Re-
Serve agent is accredited which are received by the Treasurer of

_the United States for the account of such Federal Reserve agent.

"Fit notes of other Federal Reserve banks shall be forwarded

Promptly to the bank through which they were issued, and on the

8te of shipment the amount of such notes of each Federal Reserve
ok shall be telegraphed to the Board, code CHEMICALLY, for credit

in the Interdistrict Settlement Fund.

"The Federal Reserve Act requires that a gold certificate
Teserve be maintained against Federal Reserve notes equal to not

®8S than 40 percent of the amount of such notes in actual circula-
ion, If at any time the gold certificate reserve required by law
to be neig by a Federal Reserve bank against Federal Reserve notes
0 actual circulation falls below forty percent, the Federal Re-
SSrve agent shall at once notify the Board of Governors of the Fed-
sTal Reserve System, and therecupon, until otherwise directed by
© Board of Governors of the Federal Reserve System, a graduated
8X upon such deficiency as provided in Section 11(c) of the Fed-
;zal Reserve Act shall be established and shall be computed as
ows:
& "When such reserve falls below forty percent, but is not less
han thirty-two and one-half percent, the tax upon the deficiency
be at the rate of one~tenth of one percent per annum;
o "When such reserve falls below thirty-two and one-half per-
dent, but is not less than thirty percent, the tax upon the entire
efiOiency below forty percent shall be at the rate of one and
~tenths percent per amnum;
"When such reserve falls below thirty percent, but is not

lesg than twenty-seven and one-half percent, the tax upon the entire




237

ll/26/55 ~38-

"deficiency below forty percent shall be at the rate of three and
One-tenth percent per annum; and so on, increasing the tax at the
rate of one and one-half percent per annum with each further defi-
Ciency in reserves amounting to two and one-half percent, or any

fraction thereof.
"As at close of business each day the Federal Reserve Agent

shall submit a statement to the Board on form F.R.A. 5, covering
all issues and retirements of Federal Reserve notes."

Telegram to the Federal reserve agentsat all Federal reserve

bans, reading as follows:

"In order to supplement data derived from reports made on

Form F, R. 240 by member firms of New York Stock Exchange who
have their principal offices in your district you are requested
Yo obtain from such firms under code number and as soon as pos-
Sible reports giving as of February 28, 1935 and October 31, 1955
following items:

"(1) Total number of margin accounts;

"(2) Total number of 'restricted accounts' as

defined in section 2(j) of Regulation T;

"(3) Total net debit balances of 'restricted accounts'.

Reports should be forwarded to Board semi-weekly as received."

Approved unanimously as a necessary or
appropriate step to enable the Board to per-
form the functions conferred upon it by the
Securities Exchange Act.
Memorandum dated November 21, 1935, from Mr. Vest, Assistant
Gep
Sral COunsel, recommending that there be published in the next issue
of t
fis Federal Reserve Bulletin a statement, in the form attached to the
memo
Tandum, wity respect to the Board's recent interpretation of the
Phyg
8¢ "contiguous or adjacent thereto" as contained in the Clayton Act
ag
am
ided by the Banking Act of 1935.

Approved unanimously,

There were then presented the following applications for changes

nst
ock of Federal reserve banks:
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D slieations for ADDITIONAL Stocks: Shares

Astrict No, 4.
he Peoples Savings Bank,

py,ven Wert, Ohio 15
St National Bank and Trust Company of
Th LGX1§gton, Lexington, Kentucky 8
® Citizens National Bank of Bryan,
The =780, Chio 4
© Preble County National Bank of Eaton,
TheE;ton’ Ohio 12
irst National Bank of Lockland,
e oCklend, Ohio 2
National Bank and Trust Company of
C°nnellsville, Connellsville, Pennsylvania 3

gia Tict No, 7
. UPPer Averue Bank,

2538
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Thecgicago, Illinois 30
Ommunity National Bank & Trust Company
°f Knoxville, Knoxville, Iowa 6
Total

Approved unanimously.

Thereupon the meeting adjourned.

80

N FRASER
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Secretary.





