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A meeting of the Board of Governors of the Federal Reserve Sys- !
R .
S Was held in Washington on Monday, December 23, 1935, at 11:30 a. m.

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

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

The Board acted upon the following matters:

Bond, in the amount of $50,000, executed under date of December
18, 1o :
s 1965’ by Mr. Oliver S. Powell as Assistant Federal Reserve Agent at

e Federa) Reserve Bank of Minneapolis.
Approved unanimously.
Letter to Mr. Austin, Federal Reserve Agent at the Federal Re-
Serve Bank of Philadelphia, reading as follows: :

"In accordance with your recommendation, the Board in-
8€8 no objection to the absorption of the Haddonfield
Company, Haddonfield, New Jersey, by the 'Camden Safe
t and Trust Company', Camden, New Jersey, under the {
e ub?ittgd in your letter of October 7, 1955, and approves

for ppl}C&?lon of the Camden Safe Deposit and Trust Compeny
on cgerml§51on to operate a branch in Haddonfield, New Jersey,

ndition that:

+ The absorption of the Haddonfield Trust Company
and establishment of a branch at Haddonfield,
New Jersey, by the Camden Safe Deposit and Trust
Company, is approved by the appropriate State
8uthorities.
The Federal Deposit Insurance Corporation approves
the assumption of the deposits of the Haddonfield
Trusg Company by the Camden Safe Deposit and Trust
5 Company.
* The Canden Safe Deposit and Trust Company shall
not, include in the carrying velue of the assets
8Cquired from the Haddonfield Trust Company any
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"estimated losses, including any of the estimasted
losses and depreciation aggregating $428,893 as
shown in the report of examination of the Haddon-
field Trust Company as of April 3, 1935, made by
an examiner for the Federal Reserve Bank of Phila-
delphia, which have not previously been eliminated.
"Please advise the trust company accordingly.”

Approved unanimouslye.

In connection with this matter consider-
ation was given to a memorandum dated December
18, 1935 from Mr. Wingfield, Assistant General
Counsel, in which the opinion was expressed
that the Board would be justified in follow-
ing the construction placed upon the law by
the Comptroller of the Currency and in per-
mitting a State member bank to establish a
branch while its capital is impaired if, in
the Board's judgment, all of the other facts
involved justify the approval of the estab-
lishment of the branch.

Letter to Mr. Wood, Federal Reserve Agent at the Federal Re-
Sery
® Bank of st. Louis, reading as follows:

G "Beference is made to your letter of December 2, 1935,
cransnitting the request of the 'Elliott State Bank', Jack-
prnv}l}e, Illinois, for permission, in accordance with the
28V131ons of membership condition numbered 8, to increase by
»000 the carrying value of its banking house under a plan
o ;g pProvides for the retirement of the outstanding mortgage
Si 0,000 on the property, an increase of $20,000 in the
% *¥ing value of the banking house, and a charge of $10,000
undivided profitss
1935 "The report of condition of the bank as of November 1,
Stocﬁ shows capital accounts, including $200,000 in common
ing h’ aggregating approximately §$352,000 and equity in bank-
of ¢ Ouse carried at §$125,700, and the report of examination
he bank as of January 14, 1935, reflects a satisfactory

;ﬁgﬁlglon and a capable management. In view of the circumstances,
DrOpg ore, including your recommendation and the fact that the
Pea :ed increase in the investment in banking house does not ap-
spirito be unduly large or improper or otherwise violate the
ton Or purpose of membership condition mumbered 8, the Board
Poses no objection to the proposed investment in banking
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"house in the amount indicated and it is requested thst you
advise the bank accordingly.

"The report of examination of the bank as of Jamuary 14,
1935, indicates that banking house and furniture and fixtures
are regularly depreciated at anmial rates of 10 per cent and
? Per cent, respectively, and it is assumed that it is the
intention of the bank to continue to make adequate provision
for depreciation in such assets in the future."

Approved unanimously.

Letter to lUr. McAdams, Assistent Federal Reserve Agent at the Fed-

&
Tal Reserve Bank of Kansas City, reading as follows:

"Reference is made to your letter of December 12, 1935,
t?ansmitting the request of the 'Citizens State Bank', Osage
1ty, Kansas, for permission in accordance with the provisions
Of membership condition mumbered 8 to imvest $6,025 in the
k Purchase of & bank building, and advising that the bank ex-
‘ ?ects to spend approximately $1,000 in redecorating and remodel-
| B€ such building which expenditure will be provided for from
Current, earnings.
"It has been noted that the bank now owns and occupies
% building which is carried on its books at $5,250 and that
Such asset will be charged down to §2,500 at the time of the
Purchase of the additional building, and that the bank has
p8reed to eliminate the balance of the carrying value of the
¢ 1lding which it now owns a&s soon as it can be sold or in any
Vent not later than Jamuary 1, 1938.
& "?n view of all of the circumstances, including your recom-
aend&tlon and the fact that the proposed investment does not
, spgegr to be unduly large or improper or otherwise violate the
tilrlt OT purpose of condition mumbered 8 prescribed in connec-
°n with the bank's application for membership, the Board
in ®Tposes no objection to the proposed investment in the bank-
; iﬂgl;u&rters and it is requested that you advise the bank accord-
BOard?It 1s suggested that you acquaint the bank with the
nakj 8 Views which are known to your officg with ?espect to
OWHQSg"&dequate provision for depreciation in banking quarters

Approved unanimously.

% Letter to Kenefick, Cooke, Mitchell, Bass & Letchworth, Attorneys

w
¢ Buffalo: New York, reading as follows:
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"This refers further to your letter of September 10, 1935,
addressed to the Comptroller of the Currency, which was re-
ferred to the Board of Governors of the Federal Reserve System
for reply, and to the Board's letter in reply thereto, under
date of October 15, 1935, regarding the payment of interest by
Dational banks in New York on deposits of trust funds payable
on demand,

"In your letter of September 10, 1935, you point out that,
While the provisions of the Banking Law of New York require

he payment of interest on trust funds held by trust companies
and by banks exercising fiduciary powers under- special authority
from the Superintendent of Banks, these provisions would not
;Ppiar to be applicable to national banks in the State of New
ork,

"In this connection there is inclosed herewith a copy of
t?e Boardrg Regulation Q, as recently revised to become effec-
tive January 1, 1936; and your attention is invited particularly
to Paragraph (2) of section II(b) of the inclosed regulation.
You wily note that it is expressly provided that the prohibition
Upon the payment of interest by member banks on demand deposits
does not, apply to the payment of interest accruing before August
~4, 1957, on any deposit of trust funds if the payment of in-

°rest with respect to such deposit of trust funds is required
v State law 'when such deposits are made in State banks'.™

Approved unanimously.
Letter to ur. Robert C. Zecher, President, The Lancaster County
ati
°nal Bank, Lancaster, Pennsylvania, reading as follows:

i "This refers to your letter of December 2, 1935, regard-
Fzg the ruling published at page 609 of the September, 1934
tiferal Reserve Bulletin with respect to the renewal of cer-
lcates of deposit prior to maturity. Thet ruling reads, in
» 88 follows:
'It appeared that the practice described involves

Merely the making of a new contract of deposit which

is to take effect on the date of maturity of the origi-
Certificate and that no part of the funds evidenced
¥ the original certificate is withdrawn until the ma-
Urity of the reneval certificate. In the circumstances
© Federal Reserve Board stated that there is no provi-
8lon of law which would preciuds adoption of this pro—
Gedure, and the Board has no objection thereto.!'
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"It is understood that you wish to know whether in such a
Situation your bank may pay the interest on the original cer-
tificate of deposit at the time of the renewal prior to the
Waturity of the original certificate.

"Of course, the payment of interest before it has actually
8ccrued amounts to the peyment of a somewhat higher rate than
1f the interest were paid after its accrual; and in paying in-
terest on a certificate of deposit prior to the maturity of the
certificate your bank should not pay a rate of interest in ex-
Cess of that permitted under the Board's Regulation @ which re-
lates to the payment of deposits and interest thereon. There is
also the possibility that interest might become payable and, by
8greement of the parties, be added to a deposit in such & manner
88 0 become a portion thereof and become subject to the same
Provisions with respect to withdrawal as the other portions of

he deposit. However, if the permissible rate of interest is
Not exceeded and the interest has not become payable and been
&dded to the deposit in such a manner as to become a portion
thereof, there is no prohibition in either the law or the regu-
lation against the payment of interest on a certificate of de-
Posit before the maturity of the certificate.

"If you have any further inguiries in this connection, it
Uggested that you communicate with the Federal Reserve Bank

It Philadelphia which will be glad to advise you regarding such
matterg.

iSs

Approved unanimously.
Letter 4o Mr. Stevens, Federal Reserve Agent at the Federal Reserve
of ChicagO,'reading as follows:

1w "Reference is made to Hr. Young's letter dated December
Ba;k%SSS, regarding an interpretation of section 345 of the
of Clng Act of 1935, with specific referencg to the %uestlon

*Pltal impairment and the eligibility of a bank for ad-
oL to membership in the System.

¥ is understood that the bank which has made inguiry

Ssi

;sgﬁrding its eligibility for admission to membership has de-
lz: °f approximately $1,700,000 with a capital structure as
iSs
‘ \ Capital debentures £$150,000.
Common capital 56,000.
' Surplus 56,000.
Undivided profits 25,000.

TOTAL $287,000. .
S Understood, also, that losses amount to approximately
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"$106,000, leaving a capital structure of $181,000, which is
$25,000 less than the total of the bank's capital debentures
&nd capital stock.

"As you know, section 345 of the Banking Act of 1935 pro-
vides in part that —-

'If any such bank or trust company shall have outstand-
ing any capital notes or debentures of the type which
the Reconstruction Finance Corporation is authorized to
purchase pursuant to the provisions of section 304 of
the Emergency Banking and Bank Conservation Act, ap-
proved March 9, 1933, es emended, the capital of such
bank may be deemed to be unimpaired if the sound value
of its assets is not less than its total liabilities,
including capital stock, but excluding such capital notes
or debentures and any obligations of the bank expressly
Subordinated thereto.!

"Accordingly, if, in the case of the bank referred to, the
Ca&pital debentures are of the type which the Reconstruction Fi-
[: hance Corporation is authorized to purchase, the Board may, in
3 1ts discretion, consider the capitel of the bank to be unimpeired.

hether, in any case, the Board should exercise its discretion
&nd consider the capitel to be unimpaired and the bank, there-
fore, eligible for admission to membership depends upon the cir-
‘Umstances. Ordinerily it would appesr preferable that & bank
D such & condition readjust its capital structure in order to
ellmlyate any question of capital impairment. However, if such
80 adjustment is not practicable and the circumstances warrant,
the Board mey exercise its discretion as it did in the case of
S First State Bank of Valparaiso, Valparaiso, Indiena, and con-
Sider the bank as being eligible for edmission to membership.™

Approved unanimously.

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

Er&l
Reserve Bank of HNew York, reading as follows:

1 "This refers to your letter of December 10 with which you
Nclosed o request from counsel for the Fidelity Union Trust
pz;’ Newark, New Jersey, for waiver of the requirement of re-
Newt§ of one of its affiliates, Jones & Woodland Company, Newark,
/ \ licatersey. It appears that the trust company feels that pub-
g i?n of the fact that Jones & Woodland Company, which is en-

| a%?d.ln the mamifacture of jewelry, is controlled by or is an
5 flllate of the Fidelity Union Trust Company, will have a ruinous

€ct on the satisfactory business which has been developed by
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"the company. It is also stated by the trust company's counsel
that it is impossible to destroy the impression among buyers

in the trade that bank control means liquidation, and that orders
Will not be given to a concern which they feel is on the verge

of discontinuing its activities.

"It appears that the stock of the affiliate owned by the
Yrust company is carried on the bank's books at §1, but that the
loan to the affiliate amounts to $191,202.34. The report, there-
ﬁore, does not come within the terms of waiver announced by the

oard.

"After carefully considering the statements made by the
trust, company's counsel and your recommendation that requirement
of & report be waived, the Board feels that it would not be
Justified in granting the request of the trust company. The terms
°f waiver are uniform and to extend them in individual cases does
B0t appear to the Board to be warranted.

"However, the terms of waiver announced prior to the Board's
all of MNovember 1 will be modified so that reports will not be
’ Tequired in cases where the bsnk has no interest in the affiliate
838 stockholder or creditor in an amount in excess of one percent
%) °f the bank's unimpaired capital and surplus or $5,000, which-
®ver is less; the interest to be valued at the amount at which
it is carried as an asset on the bank's books. If, before the
end of the present year, there is a reduction in the figure at
%hich the loan in gquestion is carried on the member bank's books

© an amount within the limitation mentioned, the Board will not
Insigt op the submission and publication of the report of the af-
‘Lliate as of the November 1 call. If, however, such reduction
18 1ot made the report as of November 1 should be submitted and
Published in accordance with present instructions.

"In accordance with the recommendation contained in your letter
Of December 9 the Board approves the request of the Fidelity

Mon Trust Co. for an extension of time to December 28 within
Which to submit reports of certain of its affiliates.”

Approved unanimously.

Letter to ir. Linwood E. Ashton, Cashier, The Portlend National Bank,

Port
lang, Maine, reading as follows:

1g "Receipt is acknowledged of your letter of December 12,
(1 °f35, in which you state that you understand that section 201
the Banking Act of 1955 requires that you submit to the Board

SOr determination the question 'whether or not trustees holding
hareg of capital cstock of a national bank for the benefit of
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"'shareholders are engaged directly or indirectly as & business
in holding such stock! and that you are therefore inclosing a
Photostat copy of an agreement, dated Jamuary 27, 1928, between
Shareholders of your bank and certain men named therein as vot-
ing trustees.
"Section 2(c) of the Banking Act of 1955, as amended, de-
fines the term 'holding company affiliate'! as follows:
'(c) The term "holding company affiliate" shall in-
clude any corporation, business trust, association, or
other similar organization -
'(1) Which owns or controls, directly or indirectly,
either a majority of the shares of capital stock of &
member bank or more than 50 per centum of the mumber of
shares voted for the election of directors of any one bank
at the preceding election, or controls in any manner the
election of a majority of the directors of any one bank;
or
'(2) For the benefit of whose shareholders or mem-
bers all or substantially all the capital stock of a mem-
‘ ber bank is held by trustees.
iy 'Notwithstanding the foregoing, the term "holding
Company affiliete" shall not include (except for the pur-
Poses of section 23A of the Federal Reserve Act, &s amended)
any corporation all of the stock of which is owned by the
United States, or any orgenization which is determined by
the Board of Governors of the Federal Reserve System not
to be engaged, directly or indirectly, as a business in
holding the stock of, or managing or controlling, banks,
banking associations, savings banks, or trust companies.' !
£ "Section 301 of the Banking Act of 1935 merely amended sec-
I °n 2(c) of the Banking Act of 1953 by adding thereto the last
P&ragraph quoted above. There is no occasion for & determination

' wgtthe Board pursuant to the provisions of that paragraph except
h Tespect to an organizaetion which would otherwise be & hold-
l Compeny affiliate of & member bank.
a "The agreement which you have submitted appears to be merely
a;iting trust agreement under which certain shareholder§ °€ your
‘ va Conveyed their stock to voting trustees for a period of ten
8CS in order to promote stability in the policies and manage-

ment, of the bank. Under the terms of the agreement, the trustees

O not constitute an organization having the essential characteris-
‘ simiy fa 'corporation, business trust, association, or ot?e?
) \ 8r organization' which might be a holding company affiliate
ur bank. Neither do the trustees hold all or substantially
°f the stock of your bank for the benefit of the shareholders
fembers of an organization which might be & holding company

of
yo
all
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"affiliate of your bank.

"Accordingly, there is no occasion for a determination by
the Board pursuant to the provisions of section 2(c) of the Bank-
ing Act of 1933, as amended by section 301 of the Banking Act
of 1985. For your information, there is inclosed herewith & copy
of the Board's Regulation P, 'Holding Company Affiliates - Vot-
ing Permits', revised effective Jamary 1, 1936.7

Approved unanimously.
Telegram to the Federal reserve agents at all Federal reserve banks

Tenas
®8ding ag follows:

"Some Federsl reserve agents have indicated a desire to send
Copies of Regulations H and P to all member banks and copies of
Regulation H to normember banks. Board contemplated that copies
of Regulation H would be sent to State member banks and to non-
Member banks interested in membership and that Regulation P would
e sent to banks to which regulation might be applicable. It is
Tealized that member banks maey wish to hsve a complete set of
BO&rd's regulations but there is question whether this is sufficient
Teason for general distribution of Regulations H and P. If copies
°f these regulations are to be furnished to all member banks it
Will be necessary to have additional copies printed but before

Olng so Board desires expression from you as to why you favor or

do 1ot favor sending them to all member banks and Regulation H to
Tomenber banksg., "

Approved unanimouslye.
Letter to the Federal reserve agents at all Federal reserve banks
transmitting forms and instructions for use in connection with the next
: for condition reports of State member banks. There was inclosed
Bith the letter the following statement of waiver provisions which super-
fiiid %hose contained in the imstructions for preparing reports of af-

at, y 3
: ®8 ang holding company affiliates of member banks as revised in

"WAIVER OF REQUIREMENT FOR REPORTS OF AFFILIATES
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"Pursuant to section 21 of the Federal Reserve Act, as
amended, the Board of Governors of the Federal Reserve System
vaives the requirement for the submission of reports of affil-
lates (other than of holding company effiliates, as defined in
section 2(c) of the Banking Act of 1933, as amended,) of State
bank members of the Federal Reserve System, except:

(a) When indebtedness, if any,of the affiliate to the mem-
ber bank has been carried for more than 6 months in
the 12 months preceding the report date as an asset
on the bank's books at a value in excess of 1 per-
cent of the bank's capital and surplus or $5,000,
whichever is the smaller, regardless of whether the
affiliate is so indebted on the report date.
(b) When, on the report date, the affiliate is indebted to
the member bank, or the member bank owns obligations
of, or stock or other evidences of ownership in, the
effiliate, and the aggregate amount of such indebted-
ness, obligations, stock, or other evidences of owner-
ship is carried as an asset on the bank's books at
& value in excess of 1 percent of the member bank's
capital and surplus, or $5,000, whichever amount is
the smeller.
~ "The Board of Governors of the Federal Reserve System also
Walves the requirement for the submission of reports of affiliates
10 &1l cases where the affiliate relationship is based sclely on
OWnership or control of any voting shares of the affiliate by &
geﬁbe? bank as executor, administrator, trustee, receiver, agent,
sﬁ?°81tary, or in any other fiduciary capacity, except where such
hoires are held for the benefit of ell or & majority of the stock-
ders of such member banks.
. "The sbove provisions with respect to the waiving of the re-
gﬁirements for submission of reports of affiliates are subject to
hge whenever deemed advisable by the Board of Governors of the
deral Reserve System in order to require the submission of' re-
ﬁzr§5 which are necessary to disclose fully relations between
af? er banks and their affiliates and the effect thereof upon the
&lrs of member banks."

Approved unanimously.

Letter to Mr. Gough, Deputy Comptroller of the Currency, reading
ag follOws ;

o "Referring to & telephone conversation between Mr. Horbett
the Board's Division of Bank Operations and Mr. Bentley of
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Bank

"your Organization Division, it is understood that it is the cus-
tom of the Comptroller's office to furnish organizers of national
banks with blank forms for use in applying for Federal Reserve
Eank stock, Form 30 in the case of primary orgenizations and Form
80a in the case of State banks converting into nationsl banks.
Since these forms have been revised, incident to the revision of
the Board's Regulation I, we are sending to your Organization
Division, under separate cover, 500 copies of each of thetwo forms.

"Under the new procedure adopted by the Board, applications
for issuance and cancelation of Federal Reserve bank stock will be
handled at the Federsl Reserve banks without being forwarded to
the Board for approval. Therefore, only two copies, instead of
three as at present, of the application forms need be furnished to
Organizing national banks, a copy to be retained by the orgaeniz-
ing bank and the original to be forwarded to the Federal Reserve

8nk of the district in which the organizing bank is located.

"As you know, revised Regulation I, which relates to the
issuance and cancelation of Federal Reserve bank stock, does not
becone effective until Jamuary 1, 1936, and accordingly the re-
Vised forms should not be used before that time. If, however, any
Organizing national banks that are furnished with the present forms
this year do not submit their applications until next year, the

éderal Reserve banks need not, so far as the Board is concerned,
TeQuest that new applications be submitted on the revised forms.™"

Approved unanimously.

Letter to Mr. Wlalsh, Federsl Reserve Agent at the Federal Reserve

°f Dallas, resding as follows:

"This refers to your letter of November 18, 1935, with in-
°l°SUres, regarding the imposition by member banks in Austin,
gﬁis: of charges for the collection of checks on out-of-town
SQ
"It is noted that in your letter of November 12, 1935, to
Mr, Walter Bremond, Jr., President of the Austin Clearing House
SSociation, you specifically requested advice as to whether or
20t the banks in Austin, Texas, observe the limit of ten cents
igz hundred dollars fixed by section 135 of the Fedef&l ﬁeserve
5 * In his letter in reply, dated November 18, 1835, lir, Bremond
4tes that the clearing house banks in Austin 'charge 4¢ per

Check for handling out-of-town items for customers, and for those
© do not keep accounts it has been customery to meke & cherge

per hundred.'!

"Where several checks are presented at one time, the imposi-

of a flat charge of four cents per check totaling more than

of 25¢

tion
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"ten cents per hundred dollars or fraction thereof, based on

the total amount of the checks presented, would appear to consti-
tute a violation of the law. A charge of twenty-five cents per
hundred dollars for collecting checks for non-customers would also
8ppear to be in violation of the statute.

"In the circumstances, it will be appreciated if you will
&gain communicate with the President of the Austin Clearing House
Associ&tion, or with the clearing house banks themselves, as you
Day deem best, and request that such steps be taken as may be
lecessary in order to bring the practices of member banks in
fustin into conformity with the provisions of the law on this
Subject. Please advise the Board of the result of your efforts
Lo obtain a correction of the practices of the Austin member
banks in this regard."

Approved unanimously.

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

Teads
@ding ag follows:

"Pursuant to executive order issued by President offices of
Board wi1l pe closed at 1:00 p. m. on Tuesday, December 24, and
esday, December 31. Vaults at Bureau of Engraving and Print-
ing wily also be closed early and if you desire currency shipments
On those dates please forward requests to reach Board not later
n 10:30 a, m,"

Approved unanimouslys.

Thereupon the meeting adjourned.
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