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A meeting of the Boerd of Governors of the Federal Reserve Sys-

tem was held in Washington on Vlednesday, November 27, 1935, at 10:15

8. n,

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

Mr. Morriil, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Wyatt, General Counsel

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Paulger, Chief of the Division of
Examinations

Mr. Wingfield, Assistant General Counsel

In accordance with the action taken at the meeting yesterday,
there Was presented a draft of a letter to the Chairman of the Federal
Open Market Committee with regard to granting authority to the executive
committee to make shifts in maturities of securities held in the System

0
Pen market, account.

Certain amendments were suggested to
the letter and it was agreed that the
letter should be revised and submitted for
further consideration.

Reference was made to a memorandum dated November 20, 1935, from

lp,
Smead, which had been circulated previously among the members of the

Bog :
Td, with respect to the revision of Form 105, Condition Report of

Stata
Le Hember Banks, for the December 31, 1955, call. Among the changes

Prg
Posed o be made in the form was the inclusion of an item providing

for )
the Teporting of "loans to others than brokers or dealers in securi-
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"ties for the purpose of purchasing or carrying securities", in con-
Bection with which Mr. Smead stated that the inclusion of this item
had been suggested by Mr. Parry, Chief of the Division of Security
L°&n5, for the purpose of obtaining information which it was felt would
be of agsistance to the division in formilating a draft of the regu-
lation Covering the extension and maintenance of credit by banks for
the purpose of purchasing or carrying securities, and that it was pro-
Posed {9 include in the letter to the Federal reserve agents transmitting
the form a statement that it was contemplated that the figures reported
by the banks would represent the banks' best estimate of the amount of
loang made for the purpose of purchasing and carrying securities.
Severa) members of the Board expressed the opinion that the inclusion
°f the iten would not be desirable and would not be productive of re-
Uable results.

At Chairman Eccles' suggestion Mr. Parry, Chief of the Divi-
Slon of Security Loans, was called into the meeting and he made a brief
Statement, of the reasons for the suggestion that the item be included
in the caly report form, during which he referred particularly to the
M2onlttes connscted with the formlation of proposed Regulation U
relating to credit extended by banks. Certain aspects of the matter
Were discussed and Mr. Parry stated that, in view of the opinions ex-
Presseq during the discussion, he would withdraw the suggestion that

T
1tem be included in the call report.

The other suggested changes in the
call report form were approved with the
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understanding that the proposed Schedule

I, "cash, balances with other banks, ex-
changes for clearing house, etc.", as in-
cluded in the form would be in conformity
with Regulation "D", approved by the Board
at the meeting yesterday, which provides
that "palances due from other banks" do not
include balances due from foreign branches
of American banks or from American branches
of foreign banks.

At this point Mr. Parry left the meeting.

Chairman Eccles then suggested that consideration be given to
the draft of Regulation "H", Membership of State Banks and Trust Com-
Panies, which had been prepared by the staff and revised following
l Teceipt of the comments and suggestions of the Federal reserve banks
80d others, and which had been discussed in the revised form at an
inr01‘31&1 conference of members of the Board and the staff. Mr. Wyatt
%Wtlined the controversial points in the regulation which were considered
8% the conference above referred to as outlined in a memorandum dated
Novenber R, 1935, from Mr. Wingfield, and called attention to certaim
WMendments which had been suggested, particularly in connection with
the Proposed conditions of membership.

There was a detailed discussion of condition of membership
Tmbered § which related to the investment of funds held by banks as
fiduciar‘ies, and the opinion was expressed by Chairman Eccles that the
°0ndit10n as drawn would prevent a bank from making a loan as fiduciary
On g Single mortgage for the account of two or more trusts being ad-

i
Mstereq by the bank, and that, in his opinion, there was no objection

to +1s
this Practice so long as the bank owned no portion of the mortgage,
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8nd that new member banks should not be placed at such a competitive
disadvantage in relation to other member banks which would not be sub-
Ject to such a condition of membership, and to nommember banks. Mr.
Wyatt pointed out that the policy laid down in the condition was sub-
at&ntially the same as that emunciated in the statement of trust prin-
Ciples adopted by the American Bankers Association, and the rule laid
down 3n the Board's Regulation "F" with regard to trust powers of ne-
tionay banks. Consideration was then given to various suggested amend-
ents to the condition which would meet the point rsised by Mr. Eccles.
Counsel was requested to prepare a re-
vision of the condition which would incorpo-
rate these suggested amendments.
Other amendments to the regulation were
agreed to and Mr. Szymczak moved that the
text of condition mumbered 5 to bé prepared by
Mr. Wyatt be circulated among the members of
the Board for consideration, with the under-
stending that, as soon as the text of the con-
dition was approved, the regulation would be
adopted and issued in the form as otherwise
agreed upon at this meeting, to become effec-
tive as of Jamuary 1, 1936.
Carried unanimously.
At this point Mr. Cherry, Assistant Counsel, joined the meeting.
There was then presented the draft of the regulation with re-
gap
d to loans to executive officers of member banks which hed been pre-
p&re
4 by the stars and revised following receipt of comments and sug-
8est
1008 from the Federal reserve banks and others and which had been

S¢
Ussed in the revised form at an informal conference of members of

the
Boarg and the staff. Mr. Wyatt reviewed the controversial points

n
he Tegulation which had been considered at the conference referred
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to above, as set forth in a memorandum dated November 5, 1335, from
Mr, Cherry, and outlined the consideration that had been given to the
definition in the regulation of the term "executive officer".

The definition was discussed and two
amendments thereto were agreed upon. An
amendment to subsection 1(c) was also ap-
proved, following which, upon motion by Mr.
Miller, and in accordance with the action
taken at the meeting yesterday, the regula-
tion was approved and adopted unanimously in
the following form as Regulation "O", to be-
come effective Jamuary 1, 1936:

"REGULATION O
"Effective Jamuary 1, 1936,
"LOANS TO EXECUTIVE OFFICERS OF MEMBER BANKS
"STATUTORY PROVISIONS

"This regulation is based upon and issued pursuant to the
provisions of subsection (g) of section 22 of the Federal Re-
Serve Act which, together with related provisions of law, are
published in the Appendix hereto.

"SECTION 1. DEFINITIONS

"For the purpose of this regulation -

"(a) The term 'member bank' means any national bank, State
bank, savings bank, trust company, Morris Plan bank, mutual
Savings bank, or other banking institution which is a member
of the Federal Reserve System.

"(b) The term 'executive officer' means the Chairman
of the Board of Directors, the President, every Vice President,
the Cashier, Secretary, Treasurer, and Trust Officer of a mem-
ber bank, and, in addition, every other officer of a member
bank who participates in the management of the bank or any
branch thereof, regardless of whether he has an official title
Oor whether his title contains a designation of assistant, and
regardless of whether he is serving without salary or other
Compensation; but such term does not include a director or mem-
ber of a committee who is not also an executive officer within
the foregoing definition.

gr FRASER
isfed.org/
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"(c) The terms 'loan', 'loaning', 'extenslon of credit’,
and 'extend credit'! mean the making of a loan or the extending
of credit in any manner whatsoever, and include -

(1) Any advance by means of an overdraft, cash
item, or otherwise;

(2) The acquisition by discount, purchase, exchange,
or otherwise of any note, draft, bill of ex-
change or other evidence of indebtedness upon
which an executive officer may be liable as maker,
drawer, indorser, guarantor, or surety;

(3) The increase of an existing indebtedness, ex-
cept on account of accrued interest or on ac-
count of taxes, insurance, or other expenses
incidental to the existing indebtedness and
advanced by the bank for its own protection;

(4) Any advance of unearned salary or other unearned
compensation for periods in excess of 30 days;
and

(5) Any other transaction as a result of which an
executive officer becomes obligated to a bank,

? directly or indirectly by any means whatsoever,
by reason of an indorsement on an obligation
or otherwise, to pay money or its equivalent.

"Such terms, however, do not include (i) advances against
accrued salary or other accrued compensation, or for the pur-
pose of providing for the payment of authorized travel or other
expenses incurred or to be incurred on behalf of the bank,

(i1) the acquisition by a bank of any check deposited in or de-
livered to the bank in the usual course of business unless

it results in the granting of an overdraft to or the carrying
of a cash item for an executive officer, or (iii) the acquisi-
tion of any note, draft, bill of exchange, or other evidence

of indebtedness, through a merger or consolidation of banks

or a similar transaction by which a bank acquires assets and
assumes liabilities of another bank or other organization, or
through foreclosure on collateral or similar proceeding for the
Protection of the bank.

n"(d) The terms 'borrow' and 'become indebted' mean any
transaction by which an executive officer, directly or indirectly
by any means whatsoever, receives a loan or extension of credit
as defined above.

\ "SECTION 2. GENERAL PROVISIONS

"(a) Executive officers and partnerships prohibited from
borrowing. - Except as provided in section 3 of this regulation,
&n executive officer of a member bank shall not borrow from or

g Qr FRASER
; isfed.org/
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"otherwise become indebted to the member bank of which he is
an executive officer and a pertnership in which one or more
executive officers of a member bank are partners having either
individually or together a majority interest in the partner-
Ship shall not borrow from or otherwise become indebted to
Such member bank.

"(b) Member banks prohibited from loaning to executive
officers and partnerships. - Except as provided in section 3
of this regulation, no member bank shall make any loan or ex-
tend credit in any manner to any of its own executive officers
a&nd no member bank shall meke any loan or extend credit in
any manner to a partnership in which one or more executive
officers of such member bank are partners having either individ-
ually or together a majority interest in the partnership.

"SECTION 3. EXCEPTIONS

"(a) The provisions of section 2 of this regulation shall

not apply —
(1) To any loan or extension of credit by a member
* - bank, provided that, as a result of such loan
or extension of credit, an executive officer of

the member bank does not become indebted to it
in an amount in excess of $2,500, and provided
further that a majority of the entire board of
directors of the member bank has in each case
given prior approval to such loan or extension
of credit;

(2) To the indorsing or guaranteeing for the protec-
tion of a member bank of any loan or other asset
which shall have been previously acquired by
the member bank in good faith, regardless of
the amount thereof; or

(3) To any loen, indebtedness, or extension of credit,
regardless of the amount thereof, for the purpose
of protecting a member bank against loss or giving
financial assistance to it.

3 "(b) The approval of any loan or extension of credit under
the provisions of peragraph (1) of subsection (a) of this sec-
tion shall be evidenced by a resolution of the board of directors

————

"lIt is not contemplated that a renewal or extension of a
\ Lloan previously mede and approved under the provisions of this
Paragraph must be approved by the board of directors if such
Tenewal or extension does not include en incresse in the in-
debtedness of the executive officer involved.

» or FRASER
guisfed.org/
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"spread upon the mimite book of the bank; and any indorsement,
guarantee, loan, indebtedness, or extension of credit under
the provisions of paragraph (2) or (3) of subsection (a) of
this section shall be reported to the board of directors of
‘ the bank and a record thereof incorporated in the mimute book
l of the bank.

"SECTION 4. RENEWALS OR EXTENSIONS OF LOANS
MADE PRIOR TO JUNE 16, 1933

"(a) Loans may be renewed under certsin conditions. -
Loans made to an executive officer prior to June 16, 1933, by
the member bank of which he is an executive officer, may be re-
newed or extended with the prior approval of the board of direc-
tors of the member bank for periods expiring not later than
June 16, 1938. Any such renewal or extension shall be made
only where the board of directors of the member bank shall have
satisfied itself that such renewal or extension is in the best
interest of the member bank and that the executive officer in-
debted has made a reasonsble effort to reduce his obligation.
The findings of the board of directors with respect thereto
.\ shall be evidenced by a resolution spread upon the minute book
of the bank. No such loan shall be renewed or extended, by
Conversion into a demand loan or otherwise, for periods expiring
Subsequent to June 16, 1938,

"(b) Limitations not applicable to excepted losns. - The
limitations prescribed in the foregoing subsection shall not
?Pply to any loan, indebtedness, extension of credit or to the
indorsing or guaranteeing of any loan or other asset referred
to in section 3 of this regulation.

"SECTION 5. REPORTS BY EXECUTIVE OFFICERS
OF MEMBER BANKS OF THEIR INDEBT-
~ EDNESS TO OTHER BANKS

"Any executive officer of any member bank who on the effec-
tive date of this regulation is or thereafter becomes indebted
to any bank, banking association, or trust company (including a
Member bank) other than the member bank of which he is an execu-
?ive officer shall, within 30 calendar days after the effective
date of this regulation or within 10 calendar days after he be-
Comes so indebted, as the case may be, meke a written report
?herebf to the board of directors of the member banik of which he

\ 18 an executive officer.® Each such report shall state the name
of the bank to which he is indebted, the date such indebtedness
\'T‘;‘-._M s,

“No report need be made in the case of renewals or exten-
Sions of an indebtedness which has been previously reported, pro-
Vided the indebtedness is not increased.

4 g FRASER
isfed.org/
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"was incurred and the date of maturity thereof, the amount
of such indebtedness, the form of the indebtedness, the
Security therefor, if any, and the purpose for which the
Proceeds have been or are to be used. A record of the re-
Ceipt of each such report shall be made in the minute book
of the member bank receiving it and all such reports shall
be retained by such member bank and made available, upon
request, for inspection by duly authorized examiners.

"SECTION 6. PENALTIES

"(a) Executive officer subject to removal from office.-
Any executive officer of a member bank who violates any provision
of subsection (g) of section 22 of the Federal Reserve Act will
be Subject to removal from office in the manner prescribed in
Section 30 of the Banking Act of 1933.

"(b) Member benks subject to forfeiture of membership.-
Any member bank which violates any provision of subsection (g)
of section 22 of the Federzl Reserve Act will, in the case of
& national bank, be subject to the forfeiture of 211 rights,
Privileges, and frenchises granted to it under the National
Bank Act, in the manner prescribed in section 2 of the Federal
Beserve Act and, in the case of any State member bank, be sub-
Ject to the forfeiture of all of its rights and privileges of
lembership in the Federal Reserve System, in the manner pre-
SCribed in section 9 of the Federal Reserve Act."

It was agreed that Regulation "O"
should be sent to the Federal reserve banks
as soon as possible with the request that,
in order to enable the placing of copies in
the hands of member banks promptly, the Fed-
eral reserve banks print the regulation as
soon as possible and send copies thereof to
their member banks. It was also agreed that,
as there was no urgency in the distribution
of Regulations "H" and "P", these regula-
tions should be printed by the Board in
Washington and sent to the Federzl reserve
benks for distribution.

In connection with the issuénce of the regulations approved at
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the‘meetings yesterday and today, Chairman Eccles stated that he felt
thet they should be released as soon as possible to be effective as of
Jamary 1, 1936. 1In this connection, Mr. Wyatt suggested that it would

be desirable in releasing the regulations to issue some explanatory

Statement.

It was egreed that such statements could
be issued with the approvel of the Chairmen
without bringing the matter to the attention of
the Board.

It wes agreed that o meeting of the Board should be held on
F¥iday, November €9, 1935, at 10:00 a. m., for the purpose of discussing
the &Ppointment of Cless C directors and directors at branches of the
Pedere) reserve banks for the coming yesr.

]

At this point Mr. Cherry left the room end Mr. Baumann, Assistent

Counsel, joined the meeting.

Hoferente whs then nide 5o the dynft of Regulation "P", Holding
°mpany Affiliates - Voting Permits, and the draft of letter to all Fed-
era] Teserve agents containing instructions relating to the preparation of
exhibits &Ccompanying applicetions for voting permits, which had been pre-

Pareq
by the staff end revised following receipt of the comments and sug-

Besty
N8 of the Federal reserve benks, and which had been discussed in

the Tevig

ed form at an informel conference of members of the Board &nd
k e stagy

» 88 set forth in a memorendum deted November 18, 1935, from Mr.
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Baumann, Certain amendments to the regulation suggested by Mr. Hamlin

Were discussed and it was pointed out that the proposed standard conditions
UPon which voting permits would be issued, and upon which the Board had not
Yet reached a conclusion, were not a part of the regulation but would be
in°°rporated in separate agreements to be executed by the individual hold-
1%g company arriliates.
At the conclusion of the discussion,
Regulation "P" was approved and adopted

unanimously in the following form, to be-
come effective as of Jamuary 1, 1936:

"REGULATION P

"Revised Effective Jamary 1, 1936.
(Superseding Regulation P, Series of 1933)

"HOLDING COMPANY AFFILIATES -— VOTING PERMITS

"STATUTORY PROVISIONS.

"This regulation is based upon and issued pursuant to vari-
Ous provisions of section 5144 of the Revised Statutes of the
United States and of the Federal Reserve Act, the most important
of which, together with related provisions of law, are published
in the Appendix hereto.

"SECTION 1. DEFINITIONS

"For the purposes of this regulation —

"(a) Holding company affiliate.--The term 'holding company
affiliate' shall have the meaning given to it by section 2(¢) of
the Banking Act of 1933.1/ (See Appendix, page &)

"(b) Affiliate.—The term 'affiliate' shall have the mean-
ing given to it by section 2(b) of the Banking Act of 1933 (See
Appendix’ page -)E/

———

"1/ An organization is not a holding company affiliate of a
bank (nationsl or State) unless the bank is a member of the Federal
& Reserve System,

"2/ TFor the purposes of certain provisions of sections 9 and
§5A of the Federal Reserve Act and section 5211 of the Revised

tatutes of the United States, the term 'affiliate! also includes
80y 'holding company affiliate!’.
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"(c) Subsidiary.--The term 'subsidiary' means any corpora-
tion, business trust, association, or other similar organization
engaged in any kind of business whatsoever (including any member
Or nonmember bank)-——

(1) oOf which any corporation, business trust, associa-
tion, or other similar organization owns or controls, directly
or indirectly, a majority of the shares of capital stock; or

(2) Of which any corporation, business trust, associa-
tion, or other similar organization owns or controls, directly
or indirectly, more thzn 50 per centum of the number of shares
Voted for the election of the directors, trustees, or other
Persons exercising similar functions at the preceding election;
or

(3) Of which any corporation, business trust, association,
Or other similar organization controls in any manner the elec-
tion of = majority of the directers, trustees, or other persons
exercising similar functions; or
: (4) Of which all or substantially all the capital stock
1s held by trustees for the benefit of the shareholders or
members of any corporation, business trust, association, or
other similar organization.

. ™d) Affilisted.—Any corporation, business trust, associa-
tion, or other similar organization (including any member or non-
Member bank) shell be deemed to be 'affiliated' with another such
Organizations:

. (1) If either organization owns or controls, directly or
indirectly, a majority of the shares or of the voting shares

of the other or more than 50 per centum of the number of shares
of the other voted for the election of directors, trustees, or
other persons exercising similar functions at the preceding elec-
tion; or

(2) If either controls in any manner the election of a
Majority of the other's directors, trustees, or other persons
exercising similar functions; or

(3) If control of either is held, directly or indirectly,
through stock ownership or in any other manner, by shareholders
of the other who also own or control a majority of the shares
of the latter or more than 50 per centum of the number of shares
Of the latter voted for the election of directors, trustees, or
other persons exercising similar functions at the preceding
election; or

(4) If control of either is held, directly or indirectly,
through stock ovmershin or in any other manner, by trustees
for the benefit of the shereholders of the other; or

(5) If a majority of the directors, trustees, or other
Persons exercising similar functions of either have similar
Connections with the other.

"(e) Member bank.--The term 'member bank' means any national
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"bank, State bank, savings bank, trust company, Morris Plan bank,
Mutual savings bank, or other banking institution which is a mem-
ber of the Federal Reserve System.

"(f) Nonmember bank.--The term 'nonmember bank' means any
banking institution which is not a member of the Federal Reserve
Systen,

"(g) General voting permit.--The term 'general voting permit!
means eny voting permit entitling a holding company affiliate to
Vote the stock which it owns or controls of a subsidiary member
bank at a11 meetings of the shareholders of such bank and for all
Purposes, 3 ;

"(h) Limited votins permit.—-The term 'limited voting permit!
Meens any voting permit authorizing a holding company affiliate to
Yote the stock which it owns or controls of a subsidiary member
ank only at a designated meeting or meetings of the shareholders
of such bank or at a meeting or meetinzs held within a designated
. : Period of time and for only such purposes as are stated in the
Permit,

"(i) Board.-—The term 'Board' means the Board of Governors
°f the Federal Reserve System.

j "SECTION 2. ORGANIZATIONS NOT ENGAGED AS A BUSINESS
IN HOLDING STOCK OF, OR MANAGING OR CONTROLLING, BANKS.

"The term 'holding company affiliate' does not include (ex-
°edt for the purposes of Sec. 25A of the Federal Reserve Act) any
OTeanization which is determined by the Board not to be engaged,
‘rectly or indirectly, as a business in holding the stock of, or
AMaging or controlling, banks, banking associations, savings benks,
T trust companies. The Board will consider this matter in acting
pon abplications for voting permits and if, on the basis of the
dvailaple information, it determines that an applicant is not so
°0gaged within the meaning of the law, it will advise such appli-
Sant accordingly.
4t o any organization which does not have a voting permit ap-
tion vending before the Board desires that the Board deter-
: that it .is not engaged, directly or indirectly, as a business
=% h01ding the stock of, or managing or controlling, banks, bank-
ang aSSOCJ’.ations, savings banks, or trust companies, it shall file
- T®QUest for such determination. :
o "Any such request shall be accompanied by full ?nforwatlon
inncerning all matters having a bearing on the question, includ-
Org the burpose for which the organization filing th? ?eguest was
d ganized; the nsture and purpose of its present activities, the
' $5Cription and value of its various classes of assets, its rela-
-Onshipg with affiliated organizations (including name and address
Sach such organization, the character of its business or other
Vities, and the nature of the relationship), and the bank

m

Dlicy
Mine
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"stocks which-it directly or indirectly owns or controls (includ-
ing the number and value of the shares owned or controlled of
€ach bank, the total number of outstanding shares of each bank,
and the manner in and purpose for which such stock, or control
thereof, was acquired and is held).3/

"Any such request and the supporting information shall be
in Writing and shall be filed in duplicate with the Federal Re-
Serve agent at the Federal Reserve bank of the district in which
the principal office of such organization is located. The Fed-
Sral Reserve agent shall forward to the Board the original there-
°f together with his recommendations and the opinion of counsel
for the Federal Reserve bank of such district.

"SECTION 3. STATE MEMBER BANKS MUST OBTAIN AND FILE
AGREEMENTS BY HOLDING COMPANY AFFILIATES.

"Each State member bank which is or hereafter becomes a
SUbsidiary of a holding company affiliate shall obtain from such
?Olding company affiliate an agreement (Form P-5) that such hold-
TN& company affiliate will be subject to the same conditions and
imitations as are applicable to holding company affiliates of
National banks under the provisions of section 5144 of the Re-
Viseq Stetutes. Such agreement shall be obtained within 90 days
&fter such member bank shall have become a subsidiary of the
Bolding company affiliate.

"Upon the failure of a State member bank which is now or
sTeafter becomes a subsidiary of a holding company affiliate to
in the requisite agreement within the time prescribed, the

8% makes it the duty of the Board to require such bank to sur-
Shder its stock of the Federal Reserve bank and to forfeit all
Tights and privileges of membership in the Federal Reserve System.
5 e original and one copy of such agreement muet be filed
Srompt]y with the Federal Reserve agent at the Federal Reserve
.- Of the district in which the holding company affiliate's
gglncipal office is located, and the original of such agreement
211 be sent by such Federal Reserve agent to the Board.
the "Any State banking institution applying for me?bership.in
%  Federal Reserve System will be reguired to obtain and file
asslmilar agreement (Form P-8) by any corporation,.bu31ness trust,
hoigclation, or other similar organization whi?h W}ll become a
Tat ing company affiliate of such banking institution upon the
ter's admission to membership in the Federal Reserve System.

2 i

be "%/ If the organization filing the request has previously
oTénted a general voting permit, it need only file such in-

in Oizfo? 48 18 necessary to supplement and bring up to date the
ation contained in its application for such permit.
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"SECTION 4. NECESSITY FOR OBTAINING VOTING PERMITS

"No holding company affiliate of a national benk or of a
State member bank which has executed the agreement required by
Section 3 of this regulation may lawfully vote any share of
§tock of such bank for any purpose, other than to place such bank
in voluntary liquidation or to take any other action pertaining
to the voluntary liguidation of such bank, unless such holding
Company affiliate shall have first obtained a voting permit, pur-
Suant to the provisions of section 5144 of the Revised Statutes
and of this regulation, and unless such voting permit shall be
in force at the time such shares are voted. :

"No State banking institution will be admitted to membership
In the Federal Reserve System until each corporation, business
trust, association, or other similar organization which will be-
Come a holding company affiliate of such banking institution upon
the latter's admission to membership in the Federal Reserve System
has filed an application for a voting permit. At its discretion,

€ Board will either (a2) require that each such applicant for a
. Voting permit comply with all conditions to the granting of a
) 8eneral voting permit prior to the admission of the bank to mem-
N b?rship, or (b) admit the bank to membership subject to the condi-
tion that each such applicant obtain a general voting permit
Within a reasonable time.

"SECTION 5. GRANTING OF VOTING PERMITS

"Any holding company affiliate of a member bank, and any
Such organization of which a nonmember bank applying for member-
SAip in the Federal Reserve System is a subsidiary, may make ap-
Plication to the Board for a voting permit entitling it to vote
she shares owned or controlled by it at any or all meetings of
areholders of each of its subsidiary member banks or entitling
® trustee or trustees holding the shares for its benefit or the
®nefit of its shareholders or members so to vote such shares.
B "In acting upon an application for a voting permit, the
Oard 1s required to consider the financial condition of the ap-
Z%icant, the general character of its management, and the probable
fgct of the granting of such permit upon the affairs of each
? 1ts subsidiary member banks. The Board is vested with discre-
‘onary authority to grant or withhold any voting permit applied

for as the public interest may require, provided, however, that

s Voting permit shall be granted except upon certain conditions
'\ gzes?ribed by law. Accordingly, eech applicant for a voting
&o;?;t will be required to execute certain agreements which are
ined in Form P-1 (the application form) and the Board, in
§§a§ting voting permits, will prescribe such additional conditions
in ;t may, in the circumstances, deem reasonable and proper and
he public interest.
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"SECTION 6., PROCEDURE RELATING TO
APPLICATIONS FOR VOTING PERMITS.

"An applicant for a voting permit need file only one appli-
Cation, notwithstanding the fact that it may desire permission
to vote shares of more than onc bank. The application shall be
Submitted on Form P-1 and the applicant shall furnish the ex-
h}bits referred to therein as a part of its application. Ex-
hibitg C, L, N, P, and Q shall be furnished on Forms P-2, P-3,
P-4, P-5, and P-6, respectively. All forms (except signatures
of persons executing same) should be filled out by typewriter.
Instructions concerning the preparation of the other exhibits
Should be obtained from the Federal Reserve agent.

"The application and the exhibits referred to in the appli-
Cation blank shall be executed and filed in duplicate with the
ederal Reserve agent at the Federal Reserve bank of the district
0 which the applicant's principal office is located and a copy
hereof shall be filed with the Federal Reserve agent at the
ederal Reserve bank of each other district in which a subsidiary
Member bank or subsidiary nonmember bank applying for membership
18 located.

"The Federal Reserve agent at the Federal Reserve bank of
t@e district in which the applicant's principal office is located
"L11 forward the original application to the Board, with his rec-
ommendation and that of the executive committee of the Federal

Serve bank of his district. The Federal Reserve agent at the
mederal Reserve bank of any other district in which a subsidiary
sgmber bank or a subsidiary nonmember bank applying for member-

ip is located will forward to the Board his recommendation and

2% of the executive committee of the Federal Reserve bank of
Such district,

"If a holding company affiliate, which has filed an applica-
for a voting permit, desires to vote shares of a subsidiary
T bank at any meeting of the bank's shareholders before the
fgiid grants it a general voting permit, such holding company af-
ate may request the Board to grant a limited permit entitling
Writo Vote the shares at such meeting. The request shall be in
. %ng and shall be signed by a duly authorized officer of the
aﬁgllcant. It shall state the approximete date of the meeting
act Shall contain full information concerning the metters to be
®d upon at such meeting. It shall be filed in duplicate with

i

5—4’

tion

t :
pze Federal Reserve agent with whom the application for a voting
\ ™M1t has been filed and the Federal Reserve agent shall forward

t .
e original of such request to the Board with his recommendation.

"SECTION 7. RESERVE REQUIREMENTS

"Beginning June 16, 1938, every holding company affiliate
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"mist, during the life of any voting permit granted to it, com-
Ply with the provisions of section 5144 of the Revised Statutes
relating to reserves of readily marketable assets other than

; bank stock (See Appendix, page ). The assets required to be
' maintained as reserves may be used by the holding company af-
filiate for replacement of capitel in banks affilisted with it
and for the elimination of losses incurred in such banks; but
any deficiency in such assets resulting from such use must be
made up within & period of two years after the date such assets
are so depleted, unless the Board, in its discretion, extends
Such period for cause.

"SECTION 8. REVOCATION OF PERMIT

"If it appears to the Board that any holding company affil-
iate has violated any of the provisions of the Banking Act of
1933 or of any agreement made pursuant to section 5144 of the
Revised Statutes, the Board may, in its discretion, revoke any
Voting permit theretofore granted to such holding company affil-
late after giving 60 days' notice by registered mail of its in-
! tention to the holding company affiliate and affording it an
L) opportunity to be heard.

"SECTION 9. PARTICIPATION BY SUBSIDIARY
MEMBER BANKS IN NOMINATION OR ELECTION OF
DIRECTORS OF FEDERAL RESERVE BANKS,

"Whenever two or more member banks within the same Federal
Reserve district are subsidiaries of the same holding company
&ffiliate, only one such bank may participate in any nominstion
OT election of directors of the Federal Reserve bank for such
diStrict, and the holding company affiliate of such subsidiary
Member banks may designate the particular subsidiary member barnk
Which 15 to participate in such nomination or election. A hold-
%ng Company affiliate may designate one of its subsidiary member

anks in each of the three groups into which member banks of

:ach Federal Reserve district are divided for electoral purposes

O participate in the nomination and election of each director
Sen by the group of which such bank is a member.

"SECTION 10. FORMS.

"All forms referred to in this regulation and all such

}\ forms as they may be emended from time to time shall be a part

of thig regulation.”

The proposed letter to all Fed-
eral reserve agents was approved unani-
mously in the following form:
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"As you know, the detailed instructions relating to the
preparation of exhibits D, G and H in connection with appli-
cations for voting permits, heretofore contained in section
VII of Regulation P, have been omitted from that regulation
e as revised effective January 1, 1936. In lieu thereof, the
regulation now provides that information concerning the prepa-
ration of such exhibits and others for which printed forms
have not been prepared may be obtained from the Federal Re-
Serve agents.
"For your guidance, instructions concerning the prepara-
tion of certain of the exhibits are set forth in this letter.
These instructions indicate the information which the Board
desires to have furnished to it generally but it is realized
that in some cases it will be impracticable and unnecessary
to follow such instructions implicitly. It is contemplated
that you will furnish applicants for voting permits with such
detailed instructions as may be necessary in view of the cir-

‘ Cumstances of the particular cases in order that the exhibits
Mmay contain the desired information.

% "With reference to exhibits not hereinafter commented upon,

1t is believed that the descriptions contained in Form P-1
8re self-sufficient and that no instructions are necessary.
The instructions with reference to the other exhibits are as
follows:

. "Exhibit D. The required statement of financiel condi-
tlon of the applicant shall be prepared as of the date of the
8pplication or a date not in excess of 60 days prior thereto.
It shall show separately each control account or each princi-
Pal group or class of assets, liabilities, and net worth and
shall pe supported by schedules and detailed information with
Tespect to the following:

l. Investments of applicant in each class of capital
stock of each subsidiary bank and each other or-
ganization with which applicant or any of its sub-
sidiaries is affiliated, showing the number of
shares of stock of each such subsidiary or affil-
iated organization esuthorized, the par value there-
of, the nunber of shares outstanding, the number of
such shares owned by applicant, the cost of same to
applicant, the amount at which carried in the assets
of the applicant, the number of such shares pledged
by the applicant, if any, and the name of the

\ 5 Pledgee and the purpose of the pledge.

Other investments -

(a) Bonds - name of obligor, interest rate,
maturity, par value, carrying value,
and amounts pledged by the applicant,
if any, and the name of the pledgee and
the purpose of the pledge;
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"(b) Stocks - name of issuing corporation,
number of shares held, total number of
shares outstanding (if known), class,
par value, carrying value, and number
of shares pledged by the applicant, if
any, and the name of the pledgee and the
purpose of the pledge.

5. Notes and accounts receivable from each subsidiary
and each other organizetion with which applicent or
any of its subsidiaries is affiliated, showing the
amount, date, maturity date, nature and purpose of
each and the description of any collateral thereto.

4. DNotes end accounts receiveble from directors, of-
ficers, and employees of the applicant and its sub-
sidiaries and other organizetions with which eppli-
cant or any of its subsidiaries is affiliated, show-
ing the emount, date, maturity date, nature and pur-
pose of each and the description of any collateral

thereto,
S. Notes and accounts receiveble from others.
}h 6. Other assets.
7. Notes and accounts payable and other obligations

(including bonds, debentures, loans, extensions of
credit, advances in any form, repurchase agrcements,
and securities borrowed) to each subsidiary bank end
each other orgenization with which applicant or any
of its subsidiaries is affiliated, showing the amount,
date, maturity date, interest rate, nature and pur-
pose of each and the description of any collateral
thereto.
8. Other notes and accounts payable and all other obli-
gations.
9 Each class of capital stock of epplicent, showing the
number of shares authorized and outstanding, the par
velue thereof, and any pertinent facts relating to
preferences, redemptions, cumuletive dividends, vot-
ing rights, etc., and any options or stock purchase
warrents outstanding.
10. Contingent liabilities of epplicant, showing the
emount and nature of each.
- "There shall be attached to this exhibit & copy of the latest
tﬁnuﬁl report of the applicant which was prepared for or sent to
h © shareholders thereof. There shall also be attached operating
I“ :xatements (including therein detailed statement of income and
&Cpenses) and analyses of applicant's surplus and undivided profits
ofCOunt Covering at least the last two fiscel years end the portion
. the current fiscal year up to the date of the statement of
*hancial condition of the applicant contained in this exhibit,
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"including full information concerning dividends and fees for
management and service charges received from, and contributions
made to, subgsidiaries and other affiliated orgenizations and an
explenation concerning the menner in which any paid-in, initiel,
or capital surplus was created and any changes therein.

"If applicant is exercising fiduciary powers, there shall
e€lso be attached to this exhibit a financial statement of condi-
tion of the epplicant's trust depertment, together with & supple-
mentery statement setting forth the amount of capital stock,
bonds, debentures, or other obligations of or guaranteed by the
épplicant or any subsidiery or other orgenization with which
the applicant or any of its subsidiaries is affiliated, which
are held in any of the trusts or other fiduciary eccounts in
the trust department of the applicant. This supplementary
statement shall set forth the name of each such trust, the amount
of the corpus thereof, the neme of the co-fiduciery, if any,
the amount invested in such capital stock or obligations, the
dates when such investments were mede, end pertinent informe-
tion as to the amounts of such capital stock or obligations
)l which were purchased, acquired in the original inventory, or

e —

otherwise acquired for each such trust, with an explanation es
to the authority or instructions for the purchases.

"Exhibit E. In theevent thet the applicant is an organi-
zation (other than a member bank) subject to examination by a
State supervisory authority, a complete copy of the latest re-
port of exemination made by such euthority shall be included in
this exhibit. This shall be supplemnented by a stestement showing
what action has beén taken with respect to any doubtful assets,
estimated losses, and deprecietion in securities shown by such
Teport,

"Exhibit_F. This exhibit shall contain a deteiled state-
Ment regerding the management and personnel of the applicant,
lpcluding the nemes, addresses and principal business connec-
tiong (including all connections with any subsidiary of the ap-
Plicant or eny other organization with which applicant or any
of its subsidiaries is affiliated) of all directors and officers,
&nd a list of the principal shareholders of the applicant showing
the muber of shares owned by each.
| "Exhibit G. This exhibit shall contein the following in-
?Ormation concerning the relationships between the applicant and
1ts subsidiaries and other organizations with which the appli-
cant or any of its subsidiaries is affilisted end the relation-
h :?ips between such subsidieries and other affiliated organiza-
l\ ons;:

' } Lyt description of the function of each subsidiary
end each other affiliated organization.
R+ The date on which each such relationship was es-
tablished.




2359

11/27/25 =9]-

"3. The purpose for which each such relationship was
established.

4. The number of shares of each class of stock of
each subsidiary and each other affiliated or-
genization: (a) suthorized, (b) outstanding,

(c) owned by the applicant, (d) owned by eny
subsidiary of the applicant, (e) held by a trus-

tee or trustees for the benefit of the shareholders or
members of the applicant, (f) controlled in any

other manner by the applicant and/or any subsidiary
thereof (stating the manner in which controclled).

S+ Full details concerning the manner in which the ap-
plicant controls the election of a majority of the
directors of any subsidiery other than through owner-
ship or control of stock of the subsidiary.

6. Full details concerning the mammer in which each or-
ganization (other than o subsidiary) is affiliated
with the applicant or & subsidiary thereof.

7« The rumber of shares of each cless of stock of each

A subsidiary and each other affiliated organization

acquired by the applicant or a subsidiery thereof:
() for cash or its equivalent, (b) in exchange
for stock of the applicant or & subsidiary thereof.

8. A list of the names and addresses of all directors

- and officers of each subsidiary and each other af-
filieted organization.

9« Full details concerning any shares of stock of any
subsidiary or other affilieted orgenization held by
directors thereof subject to agreements to convey
such shares to the applicant or & subsidiary there-
of,

10. 4 list of all subsidieries and other affilieted or-
ganizations divorced or dissolved since June 16,
1933, stating the manner in and date on which each
such relationship was terminated or dissolution ef-
fected.
Shallnlf control of any subsidiary is held through trustees there
at be attached to this exhibit a copy of the agreement creating
th Tust and & copy of each other instrument directly affecting
€ trust, together with the following informations
* The names of the trustees.
* The names of the beneficieries for whom the trust
18 maintained.
m 5‘" TPG purpose of the trust.
COnditThlS exhibit shall also contain & statement of financiel
banks ion of each of the applicant's subsidiaries other than
B ae and of each other organization with which the applicant
Shaliybof its subsidiaries is affiliated. Each such statement
€ Prepared as of the date of the applicant's statement

ny =~
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"of financisl condition contained in Exhibit D or, if this

be impracticable, then at the nearest date thereto which is
Practicable and shall show seperately each control account or
each principal group or cless of assets, ligbilities, and net
worth, There shall also be attached operating statements (in-
cluding therein detailed statement of income and expenses)

and anslyses of surplus and undivided profits accounts of each
Such organization covering at least the last two fiscal years
and the portion of the current fiscal year up to the date of
the statement of financial condition of such organization,
together with an explanation concerning the manner in which
any paid-in, initiel, or capitel surplus was created and any
changes therein.

"Exhibit H. Each of the required statements of financisal
condition of subsidiery banks shell be prepared as of the date
of the applicant's statement of financial condition contained
in Fxhibit D. Each such statement shall show separately each
fontrol account or each principal group or class of assets,
| liabilities, and net worth and shall be supported by schedules
‘ &nd detailed information with respect to the following:

l. Funds of each subsidiary bank invested in capital
stock, bonds, debentures, or other obligations of
applicant or of any subsidiery of applicant or of
any other organization with which epplicant or any
of its subsidieries is affiliated.

2. Loens, advances, or extensions of credit mede against
the capital stock, bonds, debentures, or other obli-
gations of applicant or of any subsidiary of appli-
cant or of any other organization with which appli-
cant or any of its subsidiaries is affiliated, show-
ing the market value of any other colleteral which
may be held in connection with such loans.

Se Loans, advances, or extensions of credit 'due to!'
and 'due from'.the applicant and each subsidiary of
épplicant end each other organization with which ap-
Plicant or any of its subsidieries is affiliated,
showing the amount, date, maturity date, nature and
purpose of each end the description of any collateral
thereto,

4. Other accounts 'cdue to'! and 'due from' the epplicant
and each subsidiary of applicant and each other or-
ganization with which applicant or any of its sub-

M sidieries isg affiliated, showing the amount, date,

raturity date, nature and purpose of each and the de-
" seription of any collateral thereto.
Loy If a subsidiery bank of the applicent is exercising fidu-
mengy Povers, there shall be attached to this exhibit a state-
of financial condition of the trust cepertment of such
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"bank, together with a supplementary statement setting forth
the amount of capital stock, bonds, debentures, or other ob-
ligations of or guarenteed by the epplicant, or any subsidiary,
or other organization with which the applicant or any of

its subsidieries is affiliated, which are held in any of the

5 trusts or other fiduciery accounts in the trust department

, of such bank. This supplementery stetement shall set forth
the name of each such trust, the emount of the corpus there-
of, the name of the co-fiduciary, if any, the emount invested
in such capital stock or obligations, the dates when such in-
Vestments were made, and pertinent information as to the amounts
of such capitel stock or obligations which were purchased, ac-
Quired in the original inventory, or otherwise acquired for
?aCh such trust, with an explanation as to the authority or
instructions for such purchases.

"Exhibit K. This exhibit shall contain a detailed state-
ment of any plan of reorgenization, consolidation, merger,
liquidation or adjustment of capital structure involving any
of applicant's subsidiery banks or other subsidieries or
%\ other organizations with which applicant or any of its sub-

Sidieries is affiliated, which is proposed or pending or

which has been effected since the latest examination of any
Such organization. In each case involving the reorganization
Or adjustment of the capital structure of any subsidiery or
affiliated bank full information shall be submitted relative
to the amounts of doubtful assets, estimated losses, and de-
Preciation in securities which have been eliminated since the
la?est examination of such bank and the manner in which the
eliminations were made or which ere to be eliminated upon pro-
Posed or pending plans."

Messrs. Wyatt, Smead, Paulger, Wingfield end Baumenn then left
th :
© Meeting, and the Board acted upon the following matters:

Letter to Mr. Sargent, Assistant Federal Reserve Agent at the

Fege
fal Reserve Bank of San Francisco, reading as follows:

"Thig refers to your letter of October 15, 1935, and
hclosures, releting to the holding company affiliete
S of The Pacific Lumber Compeny of Augusta, Maine, Inc.

its 3
Staty

N Scot_“Pursuant to the request of The First Nationsl Bank of

) 14, Scotia, California, the Board has determined that

h © Pacific Lumber Company of Augusta Maine, Inc., is not
Ugaged, directly or indirectly, as a business in holding the
T, or mansging or controlling, banks, banking associa-

StOck (o)
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"tions, savings banks, or trust companies, within the mean-
ing of section 2(c) of the Banking Act of 1933, as amended
by section 201 of the Banking Act of 1935. Accordingly, that
Company is not a holding company affiliate for any purposes
other than those of section 23A of the Federel Reserve Act.

"Inclosed herewith is a letter of advice addressed to

Mr. E. P. McKenzie, Cashier of The First National Bank of
Scotia, Scotia, California, which you are requested to trans-
mit to such bank. There are also inclosed two copies of
Such letter, one of which is for your files and the other
for transmittal to The Pacific Lumber Company of Augusta
Meine, Inc. If you have not already done so, it may be de-
Sirable for you to call to the specific attention of the
Company and the bank the fact that the Board's action does
ot affect the holding company affiliate stetus of The Pacif-
ic Lumber Company of Auguste Maine, Inc., for the purposes
Of section 23A of the Federal Reserve Act.

- "&s you will note, the Board expressly reserves the
\ Tight to make 2 further determination of this matter on the
% basis of the then existing facts. In this connection, it is
\

Fequested that you advise the Board if, at any time, you be-
lieve that this matter should again be considered by it."

Approved unanimously, together with a
letter to Mr. E. P. licKenzie, Cashier, The
First National Benk of Scotia, Scoties, Cali-
fornia, reading as follows:

"This refers to your letter of October 11, 1935 to the
Assistant Federal Reserve Agent at the Federal Reserve Bank
of San Francisco, in which you request that the Board de-
termine that The Pacific Lumber Company of Augusta Maine, Inc.,
1s not engaged, directly or indirectly, as a business in hold-
- ing the stock of, or maneging or controlling, banks, banking
8Ssociations, savings banks, or trust companies, within the
Eeﬂning of section 2(c) of the Banking Act of 1933, as amended
ly Section 301 of the Banking Act of 1935. A copy of your
etter wag forwarded to the Board for its consideration.
oe "The Board understands that The Pacific Lumber Company
th Augusta laine, Inc., was organized and is operated for
€ purpose of mamufacturing lumber; that such company owns

475 of the 600 outstanding shares of stock of The First Na-
lonal Bapnk of Scotia; that such company organized The First
Onal Bank of Scotia for the purpose of mainteining bank-
rea lfacilities for the convenience of such company and its
Sughoyees; that such company's investment in the stocg of
itg bank constitutes a reletively insignificant portion of
&ssets; that such company does not own the stock of, or

b\ Nati
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"manege or control, any other bank; and that such company was
not organized end is not operated for the purpose of managing
or controlling banks.

"In view of the above fects, the Board has determined
that The Pacific Lumber Company of Auguste Maine, Inc., is
not engaged, directly or indirectly, as a business in holding
the stock of, or managing or controlling, banks, banking esso-
cietions, savings banks, or trust companies, within the meen-
ing of section 2(c) of the Banking Act of 1933, as amended
by section 301 of the Banking Act of 1955, and, accordingly,
18 not & holding company affilieste for any purposes other
than those of section 23A of the Federal Reserve Act.

"If, however, such company acquires control over any
Opher bank or if the facts should, at any time, otherwise
d%ffer from those set out sbove to en extent which would in-
dicate that such company might be engaged as a business in
hO%ding the stock of, or managing or controlling, banks,
this matter should again be submitted to the Board for its
determination. The Board reserves the right to meke fur-
ther determination of this matter at any time on the basis
of the then existing facts."

Telegram to the Federal reserve agents at &ll Federal reserve
ba :
nks reading as follows:

2 "It is suggested that semi-weekly, weekly, and semi-
\Onthly reports by member banks of deposits for reserve
g:r?Oses.be compared with November 1 Call Reports as promptly
e gractlcable. Any ocutstanding differences should be called
ankoard's attention and reconcilistion effected with member
Pendé. @n exact agreement cannot, of course, be expected
Re ing issuance of revised Reguletion D and revision or Call
Shggrt.form because 'Outside checks and other cash items' as
o R in Qall Report doubtless include certain amounts not
Presenting cash items in process of collection."

Approved unanimously.

Thereupon the meeting adjourned.

\\~‘///C/ y . A Secrefafy.






