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

tem was held in Washington on Thursday, December 19, 1955, at 11:30 a. m.

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

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

The Board acted upon the following matters:

Letter to the Reconstruction Finance Corporation, prepared in

accordance with the action taken at the meeting of the Board on December
11, 1935, and reading as follows:

"Reference is made to your letter of December 9, 1935,
submitting to the Board of Governors of the Federal Reserve
System the amendments proposed to be made to the charter ofThe Birmingham Trust and Savings Company, Birmingham, Alabama,
a.State member bank, in connection with your purchase of addi-tional preferred stock in the bank and the reduction in the
Par value of Class TAT preferred stock to an amount less thanthe 

retirement price of such stock.
"You have called particular attention to Sections 4 and 5of Article THIRD of the proposed amendments which restrict thepayment of dividends on preferred stock TBT and common stockand.to Section 13 of the same Article, which gives specialITtalig rights to the holders of preferred stock AT and 'B'When the fair value of the assets of the bank is less than

specified amounts. You have also called particular attention
o Section 18 of Article THIRD which provides that the de-termination of the fair value of the assets of the bank as re-ferred to in Sections 4, 5 and 13 shall be made by a person orrrsons designated by the Board of Governors of the Federal

report 
System and shall be based upon the latest available
of examination made under the direction of or approvedY the Board. Section 18 of article THIRD of the proposeder_ickments reads as follows:1.1,E.)termination of fair value of assets. The determina-

j°n of the fair value of the assets of the Corpora-
, on for the purposes of this article THIRD shall, un--Less and except as otherwise expressly provided, be made
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"by such person or persons as may be designated to make
the same by the Board of Governors of the Federal Re-
serve System or by such body or agency created under
the laws of the United States as may succeed to its au-
thority to make examinations of banking institutions and
at that time be vested with such authority with respect
to the Corporation and be based upon the last available
report of examination of the Corporation made under the
direction of or approved by such Board of Governors or
such other body or agency. Each such determination shall
be in writing and filed with the Corporation and be effective
until another such determination is so filed. In the
event the Board of Governors of the Federal Reserve Sys-
tem or such successor body or agency shall cease to have
authority to examine the Corporation or shall decline to
have such determination made, then such determination
shall from time to time be made by a person or persons
and in a manner satisfactory to the holders of a majority
Of the shares of Preferred Stock 'A' outstanding, (or
after all of such Preferred Stock 'A' shall have been re-
tired, to the holders of a majority of the shares of
Preferred Stock 1B' outstanding) as expressed in an in-
strument in writing signed by the holder or holders of
such majority from time to time filed with the Corpora-
tion.

."It was stated that, before the proposed amendments areIsIt.ibmitted to the bank for adoption, you would like to be ad-
.?sed that the Board has no objection to the provisions of Sec-
tion 18 of Article THIRD and that it will be willing to desig-ivlate a person or persons to make the determinations of the fairseilue of the assets of the bank as therein provided. You

thate 
that, if the Board is willing in this case to undertake

ite.re 
8Ponsibilities imposed by Section 18 of Article THIRD,

ls intended that a similar provision will be inserted in

7()rter amendments adopted by other State member banks whichP Pose to reduce the par value of their preferred stock.
8_ This will confirm the previous oral advice that the
auT will be willing to designate a person or persons to make.0 termination of the fair value of the assets of The Bir-
11114ghar:a Trust and Savings Company, as provided in Section 18
r°11fa,Article THIRD as submitted. It is understood that this

erve as a

. 
precedent in other similar cases in which you

interested 
the :It is assumed that a reuest for the determination of
18 it'air value of the assets of the bank as provided in Section

not bee until such time as there is reason to be-
fairvalue

t 

 of the assets is sufficient to permit
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"of the payment of dividends under Sections 4 or 5 of Ar-
ticle THIRD, or until a question arises as to the voting
rights of the various classes of stock under Section 16."

Approved unanimously, together with
a letter to the Assistant Federal Reserve
Agent at the Federal Reserve Bank of At-
lanta inclosing a copy of the letter for
his information.

Letter to Mr. H. Ralph Ewart, Wilmington, Delaware, signed by r.

ClEYton, Assistant to the Chairman, and reading as follows:

"Your letter of November 25, 1.955, and inclosure, ad-
dressed to Mr. Marriner S. Eccles, Chairman of the Board of
Governors of the Federal Reserve System, has been referred to
me for reply. You complain of the manner in which the Equi-
table Trust Company, Wilmington, Delaware, a member of the
Federal Reserve System, has administered a trust of which you
are one of the beneficiaries and you request such cooperation
as the Board of Governors of the Federal Reserve System may be
able to give you in straightening out this matter.

"While the Board, under the provisions of the Federal Re-serve Act, performs duties of a supervisory character withrespect to the Equitable Trust Company and other banks and
trust companies which are members of the Federal Reserve System,
lt,is not within the scope of the Boardls lawful functions to
1;Inclartake to determine the rights of the parties in a situation

Jell as you describe, or to require a member bank to take any ac-
,'(:" in respect thereto. Accordingly, I regret that the Board

unable to advise you as to your rights in the premises. _IfYou feel that your rights have been infringed upon, it would ap-
g!ar that your proper course would be to consult some attorney

Your own selection for such advice as you may require withezigard to the matter. However, since the Equitable Trust Com-
1.11,24Y is chartered under the laws of the State of Delaware, I

htvillg your letter and inclosure brought to the attention ofth°1Jank Commissioner for that State for his information and forSuch disposition as he may deem advisable."

Approved unanimously, together with a
letter to Mr. Austin, Federal Reserve Agent
at the Federal Reserve Bank of Philadelphia,
reading as follows:

"There is inclosed herewith a copy of a letter, with inclo-sure w'Li l'ch Mr. H. Ralph Ewart, Wilmington, Delaware, addressed
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"to Mr. Eccles under date of November 25, 1935, together with
a copy of Mr. Clayton's self-explanatory reply. Your attention
is called to the fact that Mr. Clayton advised Mr. Ewart that
his letter will be brought to the attention of the Bank Com-
missioner for the State of Delaware and you are, accordingly,
requested to bring that letter to the attention of the Bank Com-
missioner for such disposition as he may deem advisable.

"Your attention is also called to the fact that the acts
about which Mr. :wart complained indicate the possibility that
there may be involved violations of the provisions of section
5409 of the Revised Statutes of the United States. It will beappreciated, therefore, if you will forward to the Board such
facts as you may have or as you may be able readily to obtain
regarding this matter, together with such views as you may care
tjerreae express with respect thereto, in order that the Board may de-

whether or not the matter should be made the subject of
a report to the Attorney General of the United States."

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

Reserve Bank of San Francisco, reading as follows:

"This refers to the voting permit applications of 'Consoli-dated Securities Company' and 'Anglo National Corporation',both of San Francisco, California, and your letter of October22, 1935, conveying your recommendation and that of the Executive,

Z°011itettee of your bank that general voting permits be granted
applicants.

"From the data furnished with this letter and other in-
formation available to the Board it appears that Consolidated
Securities Company has been voted into liquidation, that it isPlanned also to place Anglo National Corporation in liquidation;Inld that the subsidiary banks are to be liquidated or sold to

Anglo California National Bank of San Francisco or others,7which 
latter action should terminate the holding company affil-iate status of each applicant. It has been noted that pending

e completion of this program apparently no action is con-
ZaPlated to strengthen the capital structure of either appli-

n!'• In the circumstances the Board does not feel that consid-eration should be given to the issuance of general voting per-
at this time. Accordingly, the Board hereby authorizes youlssue limited voting permits to such applicants, for the107Pcses and subject to the conditions stated below, entitling each

the:%ilatg iclaaprtst:o vote stock which it owns or controls of

The First National Bank of Fairfield', Fairfield, California

eral
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'The First National Bank of Longview', Longview, Washington
'Bank of Suisun, National Association', Suisun City,

California
'The First National Bank of Weed', Weed, California
'The Winters National Bank', Winters, California
'The First National Bank in Yreka', Yreka, California
"The permits shall authorize the applicants to vote the stockof the above banks for the following purposes:

To elect directors of such banks at the annual meetings
of shareholders, or at any adjournments thereof, at any
time prior to April 1, 1936, and to act thereat upon
such matters of a routine nature as are ordinarily acted
Upon at the annual meetings of such banks.
"The permits shall be issued only after you have received ad-vice from the applicants, or other information satisfactory toYou, showing

(a) that each of the holding company affiliates' sub-
sidiary national banks has complied, in so far as in
Your judgment is practicable, with the recommendations
or auggestions of the Comptroller of the Currency basedUpon the reports of examination of such bank made to
him pursuant to authority conferred by law;
(b) that each of the holding company affiliates' subsid-
iary State banking institutions has complied, in so far
as in your judgment is practicable, with the recommenda-
tions or suggestions of the appropriate State supervisory:authorities based upon the reports of examination of suchbank made to them pursuant to authority conferred by law;and
(c) that each of the holding company affiliates has sub-
tantially performed any agreement or agreements hereto-.c?re executed by it as a condition to the issuance of a

je-liTtte 
vorts 
oting 

so.
"The 

by the Board, or has used its best

."The Board has authorized the issuance of the limited voting117palts on the basis of the facts contained in its files and inreports of examination and files made available by the Comptroller
if "e Currency and the Federal Deposit Insurance Corporation.
the Board 

are aware of any material facts or circumstances, of which
oaasrctlote not been advised heretofore, which raise any ques-

propriety of the issuance of limited voting per-mentstohthe applicants, or if you feel that additional require-of 1,2:ould be made as a condition precedent to the issuanceilish'Tloted voting permits in this case, you are requested to fur-
the Board a full statement thereof and to withhold suched voting

he permits until you receive further instructions
Board relative thereto. If you know of no reason why
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"limited voting permits, for the purposes and subject to the
conditions above stated, should not be issued, please have the
permits authorized herein prepared by counsel for your bank in
accordance with the form heretofore used.

"Upon the issuance of such permits please forward to the
Board two copies of each such permit and a copy of any letters,
teleg rams or memoranda submitted by the applicants or their sub-
sidiary banks, or received from any other source, in response to
any request, which you deem necessary in connection with the fore-
going conditions, and advise the Board as to the facts which
satisfied such conditions.

"Although the reports of examinations of The Anglo Cali-
fornia Nation/11 Bank of San Francisco and various organizations
in this group as of June 15, 1935, and the memorandum to your Ex-
ecutive Committee, prepared by Mr. Sonne under date of October
18, 1935, do not clearly indicate whether or not the applicants
are currently paying dividends, the Board has authorized the
limited voting permits as above indicated with the understanding
that the applicants have complied and will comply with the pro-
visions of Paragraph 7 of the applications for voting permits
with respect to the payment of dividends.

"It appears from Mr. Sonne's memorandum of October 18,
1905, that Anglo Safe Deposit Company, Phillips Milling Company
and Phillips Milling Company, Inc. are affiliated with both ofthe 

applicants. Accordingly, each applicant should deliver to
You in proper form Exhibits L and N (Forms P-3 and P-4) covering

reh corporations, or evidence in writing satisfactory to counsel
,or Your bank that, such exhibits are not required by the Board's
aegulation P and the directions on the printed forms referred to.

"If the applicants desire to vote the stock which they own
or control of any subsidiary member bank for any purposes other

Van those set forth above, it will be necessary that the Board
furnished at the earliest practicable date with the necessary

,,,t8dle of the plan or matters to be voted upon, together with
:'_;-4.1r recommendations concerning any additional requirements
which should be prescribed as a condition to the issuance of;0? limited voting permits for any such purpose. A request
a„ such special permits may be considered as a matter separatend 

distinct from the issuance of the limited voting permitsrein 
authorized."

ercil a
eserve Bank of Atlanta, reading as follows:

Approved unanimously.

Letter to Mr. Clark, Assistant Federal Reserve Agent at the Fed-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



2788

12/19/35
-7-

"This refers to your letter of September 30, 1935, and its
inclosures, relating to, the holding company affiliate status
of Georgia Railroad and Banking Company, Augusta, Georgia.

"Pursuant to the request of that company, the Board has de-
termined that Georgia Railroad and Banking Company is not en-
gaged, directly or indirectly, as a business in holding the stock
of, or managing or controlling, banks, banking associations,
savings banks, or trust companies, within the meaning of section
2(c) of the Banking Act of 1933, as amended by section 301 of the
Banking Act of 1935. Accordingly, that company is not a holding
company affiliate for any purposes other than those of section
,.3A of the Federal Reserve Act.

"Inclosed herewith is a letter of advice to Georgia Railroad
and Banking Company which you are requested to transmit to that
bank. A copy of the letter is also inclosed for your files. As
You will note, the Board expressly reserves the right to make a
furtner determination of this matter at any time on the basis of
the then existing facts. In this connection it is requested that
you advise the Board if, at any time, you believe that this matter
should again be considered by it."

Approved unanimously, together with a
letter to the Georgia Railroad and Banking
Company, Augusta, Georgia, reading as fol-
lows:

"This refers to your company's request that the Board de-
that it is not engaged, directly or indirectly, as a

1:!uslness in holding the stock of, or managing or controlling,
banking associations, savings banks, or trust companies,

within the meaning of section 2(c) of the Banking Act of 1933,
as amended by section 301 of the Banking Act of 1935.

"The Board understands that your company is principally
rIgaged in owning and maintaining a railroad which is operated
',3r others as lessees; that your company owns 7,407 of the
L'500 outstanding shares of stock of Georgia Railroad Bank and
-crust Company, Augusta, Georgia; that your company does not own
°r control any other bank stock; that bank stock constitutes
relatively small portion of your company's assets; and that

Your company is not operated for the purpose of managing or con-
trolling banks.
th "In view of the above facts, the Board has determined
a Your company is not engaged, directly or indirectly, as

1)”
,°11siness in holding the stock of, or managing or controlling,
vi .!c?, banking associations, savings banks, or trust companies,

-"Ian the meaning of section 2(c) of the Banking Act of 1933,
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"as amended by section 501 of the Banking Act of 1935, and,
accordingly, your company is not a holding company affiliate for
any purposes other than those of section 23A of the Federal Re-
serve Act.
, "If, however, your company acquires control over any

other bank or if the facts should, at any time, otherwise dif-
fer from those set out above to an extent which would indicate
that your company might be engaged as a business in holding 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 make further determination of this
matter at any time on the basis of the then existing facts."

Letter to Mr. Wood, Federal Reserve Agent at the Federal Reserve

of St. Louis, reading as follows:

"This refers to your letter of December 14, 1965, and its
inclosures, relating to the holding company affiliate status
of The Order of Railroad Telegraphers, St. Louis, Missouri.

"Pursuant to the request of that organization, the Board
has determined that The Order of Railroad Telegraphers is not
enEaged, directly or indirectly, as a business in holding the
stock of, or managing or controlling, banks, banking associations,
savings banks, or trust companies, within the meaning of sec-tion 

i
2(

L
-\

of the Banking Act of 1956, as amended by section 501
of the Banking Act of 1965. Accordingly, that organization is
not a holding company affiliate for any purposes other than those
of section 23A of the Federal Reserve Act.

"Inclosed herewith is a letter of advice to The Order of
tailroad Telegraphers which you are requested to transmit to
that organization. A copy of the letter is also inclosed for
-r_ ?u-11 files. As you will note, the Board expressly reserves thefght to make a further determination of this matter at any
1 -me on the basis of the then existing facts. In this connec-tion it is requested that you advise the Board if, at any time,
You believe that this matter should again be considered by it."

Bank

Approved unanimously, together with a
letter to The Order of Railroad Telegraphers,
St. Louis, Missouri, reading as follows:

"This refers to your organization's request that the Boardcletermibuc,. ne that it is not engaged, directly or indirectly, as a
ba ne3s in holding the stock of, or managing or controlling,
wi4.1!, banking associations, savings banks, or trust companies,
,.2)111n the meaning of section 2(c) of the Banking Act of 1953,"*" amended by section 501 of the Banking Act of 1935.
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"The Board understands that your organization is an unin-
corporated labor union, organized and operated for the purpose
of uniting certain classes of railroad employees for the pro-
tection of their interests, to elevate their social, moral
and intellectual condition, to promote the general welfare of
Its membership, to establish a protective fund, and to promote
a mutual benefit department for the aid of beneficiaries of
deceased members; that your organization owns 4,346 of the 5,000
outstanding shares of stock of The Telegraphers National Bank
of St. Louis, St. Louis, Missouri, a bank organized primarily
for the convenience and benefit of the members of your organiza-
tion; that your organization does not own or control any other
bank stock; and that your organization was not organized and is
not operated for the purpose of managing or controlling banks.

"In view of the above facts, the Board has determined that
Your organization is not engaged, directly or indirectly, as a
business in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust companies,
Within the meaning of section 2(c) of the Banking Act of 1933,
as amended by section 301 of the Banking Act of 1935, and, ac-
cordingly, your organization is not a holding company affiliatefor any purposes other than those of section 25A of the Federal
Reserve Act.

"If, however, the facts should, at any time, differ from
those set out above to an extent which would indicate that your
°rganization might be engaged as a business in holding the stock,o.f, or managing or controlling, banks, this matter should againbe submitted to the Board for its determination. The Board re-
serves the right to make further determination of this matter
at any time on the basis of the then existing facts."

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

4del'al Reserve Bank of San Francisco, reading as follows:

"Retel December 17 relating to issuance of limited votingPermits for 1936 annual meetings of subsidiary banks in cases
n which issuance of general permits has not been authorized.It is not necessary for such applicants to file requests for

Permits entitling them to vote to elect directors and to act
uPlon routine matters and it is not necessary for you to take any
lx

..?ti°n in this connection at this time. Board now has under con-
.c,lieration the authorization of such permits and hopes to ad-

YOU this week by letter concerning issuance of the permits.
4 1145,- such applicant desires permit to vote for other purposes
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low s

"it should file request for such permit and you should for-
ward same to Board together with your recommendations."

Approved unanimously.

Letter to Mr. Benj. Graham, New York, New York, reading as fol-

"Your letter of December 5 to the Securities and Exchange
Commission has been referred to the Board.

"Your letter suggests in effect that a bond which is not
itself registered on a national securities exchange but which
is convertible into a security which is so registered should
not be subject to the provisions of Regulation T which pre-
vent brokers from extending credit on unregistered securities
for the purpose of purchasing or carrying securities.
. "Your attention is called in this connection to the pro-
visions of Section 7(c)(2) of the Securities Exchange Act of
1064 of which a copy is enclosed. Certain provisions of this
section in effect forbid any member of a national securities
exchange or any broker or dealer who transacts a business in
securities through the medium of any such member to extend or
maintain credit to or for any customer on any security (other

an exempted security) which is not registered on a na-
lonal securities exchange—provided the purpose of the credit
1.the purpose of purchasing or carrying securities. In these
cl-ccumstances, you will understand that the provision which
You seek to modify is one which has in effect been laid down
bY Congress.

"In view of the express statutory provisions, the Board is
not given the option of exempting such securities from the
operation of Regulation T."

Approved unanimously.

Letter to Mr. Harold C. Brown, Harold C. Brown & Company, Inc.,

E/11-ifa1o, New York, reading as follows:

"Reference is made to your letter of December 3 in which
lYcu ask for an extension of time within which to collect pay-ment for certain bonds sold by you on November 20.
of "The Board understands, through the Federal Reserve Ban',-
sajew York, that this matter has now been adjusted to your
sarly.s.faction, and that action by the Board is not now neces-
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"If there should arise in the future a case in which you
Wish to apply for an extension of time under Regulation T,
such request should be made to the Business Conduct Committee
Of any national securities exchange through whose members any
01 your transactions are effected. A copy of the Board's
Ruling No. 40 which refers to extensions of time is enclosed
for your information."

Approved unanimously.

Letter to the Federal reserve agents at all Federal reserve banks,

reading as follows:

"Following the revision of the Board's Regulation DI Re-
serves of Member Banks, effective January 1, 1936, and the
revision of the deposit schedules in the forms to be used by
member banks on the next call for condition reports, the re-
serve computation form (B-15) which was revised by the Board's
t?legram Trans 2301 of August 27, 1955, has been further re-
(y,lsed and a copy of the revised form is inclosed. A copy of
ochedules I, J, and K of the form to be used on the next call
or condition reports of member banks is also inclosed. It

Will be noted that as in the past the items in the reserve com-
Putation form refer to corresponding items in the call reportform.

"It is understood that the semi-weekly, weekly and semi-
monthly reports of deposits for reserve purposes, now being
rendered to the Federal Reserve banks by member banks, show
°n1Y two items for each date in the reserve computation period,

rmelY, net demand deposits and time deposits, and that the
°rmula is furnished to member banks merely to illustrate the
method of computing required reserves. It would be of consider-able value to have figures not only of the amount of net demand
deposits subject to reserve but also of the principal items
,iltering into the computations thereof, namely, gross demand
`,,'!Posits, balances due from banks, and cash items in process
n  Co1letjon. Accordingly, it will be appreciated if you will

lerld the forms which you furnish to member banks for use inrendering 
their reports of deposits for reserve purposes, be-

with 1936, so as to show for each day the amount of (1)
a'rc'ss demand deposits, (2) balances subject to immediate with-`Mal due from other banks, (5) cash items in process of col-

(4) time deposits, conforming to items 1, 2-a, 2-b,

the 4, respectively, of the new reserve computation form. Since
r_ additional figures requested are used in computing reserve
egulrement 82 no additional burden should be placed upon the
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"member banks in compiling the reports on the new basis.
The form should, of course, provide for showing the aggregate
Of the daily figures for each of the 4 columns, but averages
should be computed only of net demand deposits and time de-
Posits as at present. If on any given day a bank's gross
demand deposits are less than the allowable deductions, net
demand deposits on that date should be taken as zero.

"Inasmuch as the forms for the next call report will not
be distributed to member banks until around the end of the
year, the new reserve computation formula, which refers to
items in the revised call report, should not be distributed
until that time."

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Chairman.
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