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A meeting of the Board of Governors of the Federal Reserve Sys-
tem wag held in Washington on Friday, December 27, 19535, at 11:30 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Thomas, Vice Chairmen |
Mr. Hamlin

. Mr. Miller

Mr. James

Mr. Szymczak

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

The Board acted upon the following matters:

Letters to Mr. Curtiss, Chairman of the Federal Reserve Bank of :

BOS
ton, wr, Sproul, Secretary of the Federal Reserve Bank of New York,

a
s o Mr, Fry, Assistant Federal Reserve Agent at the Federal Reserve Bank

= Richmond, stating that the Board approves the establishment without
Shange by the Boston bank on December 24, by the New York bank on Decem-
B8 W i bna s ovmiond batk 9f Docstiber 26, 1935, of the rates of
discount and purchase in their existing schedules.

Approved unanimously.

Letter to the chairmen of &ll Federal reserve banks, reading as
I‘OlloWs .

"At the October Governors' Conference it was voted that
1t wag desirable that meetings of the boards of directors of
€ twelve Federal reserve banks be held on the same day, and
&skt the Board of Governors of the Federal Reserve System be
unied to arrange with the several Federal reserve banks for
: formity in this regard; the new arrangement to become effec-
z llve after February 1, 19%6. This action was taken in the
8ht of the amendment to the Federal Reserve Act which re-

gtires each Federal reserve bank to establish rates of discount
Bo:rg fourteen days, or oftener if deemed necessary by the ¢
rd,
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"In this comnection it may be noted that the boards of
directors of six of the Federal reserve banks meet only once
& month, three twice a month, two every two weeks and one eech
Thursday. Fliminating shifts in meeting detes because of holi-
days, the meetings of four of the banks ere held on Thursday,
three on Wednesday, three on Friday, one on londay and one on
the 7th of the month.

"It is assumed that the action of the Governors' Confer-
énce has been or will be brought to the attention of the direc-
tors of your bank and the Board will be interested in receiv-
ing advice from you as to their reaction to the suggestion of
& uniform meeting date."

Approved unanimously.
Letter to Governor Harrison of the Federal Reserve Bank of New ;
» Teading as follows:

"The Board of Governors of the Federal Reserve System
a?p?oves the continuation of the assigmment of Mr. Charles E.
‘ringer, whose regular position is Chief of the Coupon Col-
ection Division, Collection Department, in directing the
"ork of the Work Relief Checks Section for a further period :
°f three months from December 20, 1955." :

Approved unanimously.

Letter to Governor Geery of the Federal Reserve Bank of Minneapolis,

I'e& )
Ung g4 followss

"The Board of Governors of the Federal Reserve System ap- :
S the recommendation contained in Mr. Larson's letter of i
SCember 17 that the temporary assignment of Mr. Samuel E.
Partett to the position of Coin Teller, Currency a?d Co?n De-
i ment, at an anmal selary of $2,200, which is $100 in excess
orhhe maximum salery provided for this position, be continued

8n additional period of six months from August 5, 1935.%

Prove

Approved unanimously.

¢ Letter o Governor licKinney of the Federal Reserve Bank of Dellas,
&

ads
g ag follows:

"The Board of Governors of the Federal Reserve System /
€8 the recommendation contained in Mr. Coleman's letter

8Pproy
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"of December 16 that the temporary assignment of Mr. L. O.
Moore, Jr., to the position of Senior Clerk, Collection Divi-
gion, Houston Branch, at an anmal salary of $1,920, which is
%120 in excess of the saelary range provided for the position,
be continued for en edditional period of six months from De-
Cember 20, 1935."

Approved unanimously.

Hemorandum dated December 21, 1935, from Mr. James submitting a
letter dated December 12 from Mr. Sailer, Deputy Governor of the Federal
ReserVe Bank of New York, which requested approval of changes in the per-
Sonne) classification plan of the bank to provide for s change in grade
*d an increase in salary range for the position of Assistant Chief in the
credit Division of the Credit Department, and for the creation of the new
positi°ns of Statistician in the Foreign Exchange Division of the Foreign

epartment, and Law Clerk in the Legal Department. The memorandum steted

that,
the Proposed changes and the reasons therefor, as indicated in lr.

S&il
s letter, had been reviewed and recommended that they be approved.

Approved unanimously.

Letter to Mr. Wood, Chairman of the Federal Reserve Bank of St.
Loy
% reading as follows:

ha "The Board of Governors of the Federal Reserve System
ths Teceived your letter of December 23, 1955, edvising of
ang Teappointment of Messrs. John T. Moore, W. H. Gla§gow,
s A: F. Bailey as Managing Directors of your Louisville,
Yeaghlsi énd Little Rock branches, respectively, for the R
ors 1936, and of liessrs. Wmi R. Cobb and Willis Pope.as direc-
each gf your Louisville and Memphis brenches, respectlYely,
“OP & term of three years beginning January 1, 1936.
acty It is noted from the last paregraph of your letter that
POinzn wag deferred until after February 1, 1936 on the ap-
ter. uent of a director at your Little Rock branch for the

e :

Wii? Peginning Jamery 1, 1936, in the hope that the new Board
dmend the provision of the regulations with respect to

directors so as to permit the reappointment of Mr.
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"Stuart Wilson, who has already served eleven years as a
director of the branch and whose term expires on December
81, 1935, and who your board of directors feels should be
Teappointed."

Approved unanimously.

Letter to the board of directors of the "American State Savings

B
ankn Lansing, Michigan, stating that, subject to the conditions pre-

sery P

®ribeq in the letter, the Board approves the bank's application for mem-
®rship in the Federal Reserve System and for the appropriate amount of
st ¢

°ck in the Federal Reserve Bank of Chicago.

Approved unanimously, together with a
letter to Mr. Stevens, Federal Reserve Agent
at the Federal Reserve Bank of Chicago, read-
ing as follows:

"The Board of Governors of the Federal Reserve System ap-
Proves the application of the 'Americen State Savings Bank',
tanSing, Hichigan, for membership in the Federal Reserve Sys—
we?, Subject to the conditions prescribed in the inclosed letter
O?lch Y?u are requested to forward to the board of directors
s the institution. TIwo copies of such letter are &lso inclosed,
ree of which is for your files and the other of which you are
ofqu?sted to forward to the Commissioner of Banking for the State

Michigan for his information.

£ "The report of examination as of October 21, 1935, indi-
fores that title to the bank building rests with the trustees
b&nkthe waiving creditors, and thet the bank's investment in
mentin house and furniture and fixtures is subject to adjust-
val lnasmuch as & determination hes not been made as to the
anze &t which such assets will be teken over by the reorganized
e The information submitted indicetes that a settlement of
memg Matter will be mede prior to the admission of the bank to
the ership and it is assumed that you will satisfy yourself thet
bankvﬂlues esteblished for such assets are sound and thet the
vely Will acquire title to the assets at not more then the

eﬁ 80 established.
zati, In‘ordgr that the Board's recor@s cgvering the rgorgqn@i
You D of this bank may be complete, it will be appreciated if
i Y11l forward a copy of the 'Woting Trust Certificate' which
the 188ued to each of the stockholders of the bank who executed

80-called voting trust egreement."
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Letter to Mr. Ewing W. Graham, Associate, T. Harris Smith and
Ass°ci&tes, Philadelphia, Pennsylvania, reading as follows:

"This refers to your letters dated July 22nd and Sep-
tember 7th, 1935, and to the Board's letters of acknowledg-
Ment dated August 7th and September 1lth, 1935, regarding the
Question whether section 19 of the Federal Reserve Act and the
Board!g Regulation § meke it unlawful for a member bank of
the Federal Reserve System to give a free premium, such as a
fountain pen, check protector, or similar item, to prospective
Customers as an inducement for them to open demand accounts,
OT to give such premiums to existing customers as an induce-
Bent for them to build up their demand deposit balances to a
Certain minimum.
"As you know, section 19 of the Federal Reserve Act,
48 amended by section 324 of the Banking Act of 1935, provides
ha? no member bank shall, directly or indirectly, by any
| Svice whatsoever, pey any interest on any deposit which is pay-
d\ g le_On demand, with certain exceptions not here material.
®ction 19 also suthorizes the Board to determine what shall
s: g?emed to be a payment of interest for the purposes of such
de: 10n, and to prescribe such rules and regulations as it may
X necessary to effectuate the purposes of the section and
Prevent, evasions thereof. The Boerd has recently revised its
fgg‘ll&tion Q, effective January 1, 1936, in order to make it con-
erm to the provisions of the amended law, and, in section 1(f)
cre§§Ch regulation has defined the term 'interest! as a pgyment,
nigh t, service or other thing of value which is mede or~fur—
BtitEd-by & bank as consideration for the use of the funds con-
by tﬁtlné & deposit and which involves the payment or absorption
laty e ?ank of an out-of-pocket expense. A copy of such regu-
03 1s inclosed herewith.
such In the opinion of the Boerd, the giving o? a p?emium,
the 88 a fountain pen, check protector, or similar item, for
be tﬁurPOSe stated in the first paragraph of this letter would
by the furnishing of a thing of value, involving the pgyment
the ue bank of an out-of'-pocket expense, as consideration for
WOuldse of the funds constituting & deposit, and, therefore,
in v constitute the payment of interest on a demand deposit
1olation of the prohibition contained in section 19 of the

e
,\ deral Reserve Act and the recent revision of Regulation Q.7
l

' Approved unanimously.

e Letter to ur. w. 4. Cottinghem, Cashier, The Alabama Nationel Bank,
gOme

*V Mebana, reading as follows:
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"This refers to your letter dated December 14, 1935, in
Which you request advice as to whether your bank is reguired
by the provisions of Reguletion Q, &s revised effective January
1, 1836, 'to meke an exchange charge to the locel Farm Credit
C°rPor&tion, which is an arm of the United States Govermment.'!
You state that the Montgomery Production Credit Corporetion has
advised you that it has no provision for the paying of exchange
and your bank has for that reason waived such charges.

"In view of the fact that neither the provisions of sec-
tlon 19 of the Federal Reserve Act nor the provisions of the
Tecent revision of Regulation Q relating to the payment by men-
b?r banks of interest on deposits make any exception for produc-
tion credit corporations, it is the opinion of the Board that
8 member bank may not lawfully pay or absorb exchange or collec-

lon charges, which involve out-of-pocket expenses, for such
Corporations having demend deposits with such bank.
z "Of course, the provisions of Reguletion Qy as recently
reVlSe_d, do not require your bank to make an exchange or collec-
tion charge to such corporations but merely require that, if
an exchange or collection charge is made by another bank, such
Cherge shall not be paid or absorbed by your bank but instead
shall pe passed on to your depositor. In other words, the re-
Cent Tevision of Regulation Q does not deal with charges made
J your bank within the limits permitted by law (not exceeding
cﬁn cents per $100 or fraction thereof, based on the total of
v ecks and drafts presented at any one time, provided that
O such charges shall be made against a Federal Reserve bank)
fut: instead, desls with charges imposed by other banks, and
°rbids the payment or ebsorption by your bank of such charges.
aty "For instance, if the Montgomery Production Credit Corpor-
Ol deposited in its demand deposit in your bank a check for
of 1/ drawn on a non-par bank which imposes an exchange cherge
Your %O of 1 per cent for paying checks drawn upon it and, if
ank forwarded such check to the drawee bank for collec-
of 1 the non-par bank would remit to your bank §999 in payment
Cred'e %1000 check, If your bank gave the Montgomery Production
S it COrporation.credit in its account for the full $1000 and
| ot : absorbed the ¢1 exchange charge, such absorption would con-
ongte the payment of interest on & demand deposit in viola-
of of section 19 of the Federsl Reserve Act and the provisions
e%ulation Q, as recently revised.
| any 'If you have any further questions regardingthis matter or
h Slmilgy matter, please communicate with the Federal Reserve
. of Atlanta, which will be glad to answer your inquiries."

Approved unanimouslye.
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Letter to Mr. Frank Warner, Secretary, Iowa Bankers Associetion,

D . ;
®8 Moines, Iowa, reading as follows:

"This refers to your letter dated December 13, 1935, in
which you present the question, submitted to you by a member
bank, as to whether the meximum rate of 1 per cent per anmm
Prescribed in section (3) of the supplement to Reguletion Q,
effective Jamary 1, 1936, 'is the maximum rate that cen be
Paid on savings deposits by those banks whose savings pass
books call for a 60-day withdrawal notice, although the bank
itself pays interest semi-anmially on those savings accounts.'

"It will be noted that section (1)(A) of such supplement
Prescribes a maximum rate of 25 per cent per annum which may
?e pPaid by a member bank 'on any savings deposit.! Accordingly,
1f the savings deposit in question conforms to the definition
of the term 'savings deposit' contained in section 1(e) of
the revision of Reguletion Q, effective Januery 1, 1936, the
Daximum rate of interest payeble by a member bank on such de-
Posit is 25 per cent per anmn.

"The maximum rates prescribed in section (2) and section
(3) of such supplement are applicable only to time deposits as
defined in section 1(b) of such reguletion and are not applicable
tz savings deposits as defined in section 1(e) of such regule-

on.

"It is believed that the above informetion will enable you
to answer the inquiry received from the member bank. If you

&Ve any further questions with regard to this matter or any
Slmilay matter, it will be appreciated if you will communicate
With the Federal Reserve Bank of Chicago, which will be glad

© answer your inguiries." :

Approved unanimously.
Letter to Mr. Stevens, Federal Reserve Agent at the Federal Reserve
of Chicago, reading as follows:

B "This refers to the voting permit epplication of 'Wisconsin
0?nkshares Corporation', Milwaukee, Wisconsin, and your letter

2 December 13, 1935, stating that you and the Executive Committee
pigOmmend that a general permit be granted, when and if the ap-

4 cant shall have signed an agreement in form substantially

S outlined by the Board in its letter of December 3, 1935

(x-9285) ,
"In view of the problems relating to management and financial
tion of the applicant and other units in this group, the Board

Congj
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"does not feel that it will have sufficient time to consider
the case adequately for a general voting permit before the next
anmal meetings of shareholders of the subsidiary member banks,
, and, accordingly, hereby authorizes you to issue a limited per-
mit to Wisconsin Bankshares Corporation, entitling it to vote
the stock which it owns or controls of the following member
banks:
'The First Nationel Bank of Berlin', Berlin, Wisconsin
'The Union National Bank of Fau Claire', Eau Claire, Wis-
consin
'"First-Fond du Lac Naticnal Bank', Fond du Lac, Wisconsin
'The Pioneer National Bank of Ladysmith', Ladysnith,
Wisconsin
'The First National Bank of Madison', Madison, Wisconsin
'Badger State Bank of Milwaukee', Milwaukee, Wisconsin
'First Wisconsin National Bank of Milwaukee', Milwaukee,
Wisconsin
'The First National Bank of Monroe', Monroe, Wisconsin
'First Nationsl Bank in Oshkosh', Oshkosh, Wisconsin
'The First Nationel Bank of Portage', Portage, Wisconsin

ﬁ» 'The First National Bank of Rice Leake', Rice Lake, Wisconsin

for the following purposes:

To elect directors of such banks at the anmal 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 anmial meetings of such banks.

¢ "The permit shall be issued only after you have received a

FaVOrable recommendation from the Federal Reserve Agent at the

ederal Reserve Bank of Minneapolis regarding the issuance of
die Permit with respect to the subsidiary member banks in that

: 8trict, and after you have received advice from the applicant,

T Other information satisfactory to you, showings

‘ (2) that each of the applicant's subsidiary national banks
has complied, in so far as in your judgment is prac-
ticable, with the recommendations or suggestions of
the Comptroller of the Currency based upon the reports
of examination of such bank made to him pursuant to
authority conferred by law;

(b) that each of the applicant's subsidiary State banking
institutions has complied, in so far as in your judg-
ent is practicable, with the recommendations or sug-

')\ gestions of the appropriate State supervisory authori-

1 ties based upon the reports of examination of such bank

! nge to them pursuant to authority conferred by lew;
an

(¢) that the applicant has substentially performed any
@greement or agreements heretofore executed by it as
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"a condition to the issuance of a limited voting per-
mit by the Board, or has used its best efforts to do
50,

"Please have the limited voting permit authorized herein pre-
Pared by counsel for your bank in accordance with the form here-
tofore used. Upon the issuance of such permit please forward
One copy thereof to the Federal Reserve Agent at the Federal Re-
Sérve Bank of Minneapolis and two copies to the Board for its
Fecords, together with a copy of any letter, telegram or memo-
Tandum submitted by the applicant or its subsidisary banks, or re-
Celved from any other source, in response to any request which
JOu deem necessary to make in connection with the &bove conditions,
:ﬁd advise the Board as to the facts which satisfied such condi-

ons.,

"The Board has authorized the issuence of this limited vot-

B¢ permit on the basis of the facts contained in its files and
D Teports of examination and files made available by the Comptrol-
er of the Currency and the Federal Deposit Insurance Corporation.
You are aware of any material facts or circumstances of which
the Board has not been advised heretofore which raise any ques-
Mizn 8s to the propriety of the issuance of the limited voting per-
authorized herein, or if you feel that additional require-
men?S.Should be made as a condition precedent to the issuance of
£ limiteq voting permit to the applicant, you are requested to
Urnish to the Board & full statement thereof and to withhold the
SSuance of the limited voting permit until you receive further
BStructions from the Board reletive thereto.™

Approved unanimously.
Letter to Mr. Stevens, Federal Reserve Agent at the Federal Reserve
0 -
= Chlca80, reading as follows:

"This refers to Mr. Young's letter dated November 7, 1935,

1ng to the status of Chicago Joint Board, Amslgamated Cloth-

O?kers of America, ss a holding company affiliste under the

v Slons of section 2(c) of the Banking Act of 1933, as amended

Seﬁtlon 501 of the Banking Act of 1935.

Rageq The Board has determined that such organizati?p is not en-

Stooi” directly or indirectly, as a business in holding the

sayi 9f: or mensging or controlling, banks, banking associztions,

2(c)ng5 banks, or trust companies, within the meaning of section
°f the Banking Act of 1953, as amended by section 201 of the

& ho ?@ Act of 1935, and, accordingly, such organization is not

aectiqln§ﬁ00mpany affiliate for any purposes other than those of
on 23A of the Federal Reserve Act.

Oclosed herewith is & letter to the organization advising

rel&t
ing i

Proyvj
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e concerning the Board's action in this matter. If, for
80y reason, you believe that this matter should be reconsidered
b¥ the Board, please communicete with the Board at once. Other-
Wlse, you are requested to transmit the inclosed letter to such
giianization. A copy of the letter is also inclosed for your
es.

"As you will note, the Board expressly reserves the right
1o make o further determination of this matter at any time on
the basis of the then existing facts. In this connection, it
1s Tequested that you advise the Board if, at any time, you be-
leve this matter should again be considered by it."

Approved unanimously, together with a
letter to the Chicago Joint Board, Amalgamated
Clothing Workers of America, Chicago, Illinois,
reading as follows:

$ot1 "This refers to the application of your organization for a
Ng permit entitling certain trustees to vote the stock which

iour Organization owns or controls of Amalgamated Trust & Sev-

s Bank, Chicego, Illinois, and to the general voting permit

SSued to your organization on September 27, 1934.

of "T?e Board understands that Amalgamated Clothing Workers
Americe is an unincorporated labor union organized for the

Cong?s? of benefiting -the working classes by improving working

Oy 1tions, hours of lebor, wages, etc. It is understood that
8o Joint Boerd, Amalgamated Clothing Workers of America,

WOrE Subordinsate organization chartered by Amalgamated Clothing

unioerS_Of‘America; thet said joint board was formed by the local

8&ma§s in Chicago and is authorized by the constitution of Amal-

for tﬁd Clothing Workers of America to transact all such business

j°int § local unions as may be provided in the by-lews of the

Sole] oard; that your organization has been and is operated

pOSesy for the same purposes as those stated above as the pur-

tro) bof Amalgemated Clothing Workers of America; and that the con-

Stock J your organization of Amalgsmated Trust & Savings Bank,

the of Woich is held, directly or indirectly, by trustees for

the asneflt.of the members of your organization, is incidentel to

"§°mp}lshment of such purposes.

Youp 0 view of the sbove facts, the Board has determined that

busin:rghnization is not engaged, directly or indirectly, as a

bapyy S8 in holding the stock of, or managing or controlling, banks,
ol &ssociations, savings banks, or trust companies, within

b &is Iing of section 2(c) of the Banking Act of 1933, as amended
®tion 301 of the Banking Act of 1935, and, accordingly, your

Or,

°the:l:atl°n is not a holding company effiliate for any purposes
I those of section 23A of the Federal Reserve Act.
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"Of course, if the purposes for which your organization is
Operated or the nature of its activities should at any time be
Substantially different from the description thereof contained
in this letter, this matter should again be submitted to the
Board for its determination. The Board reserves the right to
meke a further determination of this matter at any time on the
basis of the then existing facts.

"In view of the fact that your organization is no longer a
holding company affiliate for any purposes other than those of
Section 23A of the Federal Reserve Act, the general voting permit

Sretofore issued to your organization is void and of no effect.
£ your organization should later be determined by the Board to

© a holding company affiliate subject to the provisions of law
Telating to voting permits, it would be necessary for your or-
8anization to obtain a new voting permit before it could lawfully
Vote the stock of a member bank."

Letter to ir. Curtiss, Federal Reserve Agent at the Federal Reserve

°f Boston, resding as follows:

"Reference is made to your letter of November 13, 1935,
ding paragraph THIRD of the agreement executed under date
Of June 30, 1954, by the Industrial Trust Company, Providence,
ode Island, in connection with the issuance of a limited per-
to such company to vote the stock which it owns or controls
°§1The Mechanics National Bank of Providence, Providence, Rhode
a'lld -
a "It is understood that The Hechanics Nationel Bank of Provi-
Sﬁiie has outstanding 10,000 shares of common stock and 10,000
©S of preferred stock; thet at the last election of directors
bank 785 gshares of common stock and 9,948 shares of pre-
& tock were voted; that Industrial Trust Company owns or
atrols 6,670 shares of the common stock of such bank; and that
a trial Trust Company did not vote any of its shares at the
&bst ®lection of directors of the bank. On the basis of Ehe
Co;ve facts, the Board is of the opinion thet Industrial Trust
NatPany 18 not now a holding company affiliate of The Mechanics
XQEOnal Bank of Providence, and, accordingly, Fhe agreement;
Sug Uted by Industrial Trust Company in connection with the is-
by 1Ce of a limited voting permit to such compeny are no longer
28 upon it, _ .
Bay, .iP€ Board is pleased to note that The Mechanics Nationel
°f Providence proposes to adopt & program of anmuel build-
BiOnf‘mortization charges which, if carried through to conclu-
builaiWill entirely eliminate the carrying value of the bank
adopt N2 by 1978, and it is assumed that such a program will be
1 ®d despite the fact that the agreement above referred to is
Otger binding upon Industrial Trust Company."”

Tegar

of such

Approved unanimously.
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Telegram to Hr. Fletcher, Acting Federal Reserve Agent at the Fed-
eral Reserve Bank of Cleveland, reading as follows:

"This refers to copy of letter of December 17, 1935, addressed
to you by C. R. Korb, Vice President of 'The Union Trust Company
of Pittsburgh', Pittsburgh, Pennsylvania, requesting that para-
€raph lettered (D) be eliminated from the agreement prescribed
%n the Board's wire to you of December 9, 1935, authorizing the
LSSuance of a general voting permit to The Union Trust Company of
Pittsburgh, copy of which letter was recently left at the offices
of the Board by your Mr. H. B. Flinkers for consideration. The
Paragraph (D) referred to was added to the prescribed agreenment
Pursuant to suggestions of certain applicants for voting permits
D order to make it entirely clear that in the event of disagree-
fents between a holding company affiliate and any designated repre-
Séntative of the Board pertaining to certain matters the hold-
1ng company affiliate should have a right to appeal to the Board.
While 14 was not considered essential, it was incorporated for
the Protection of the holding company affiliates and was not in-
Yended to 1imit their rights or to give the Board any rights which
b would not otherwise have. The Board has no objection to the
%uission of such paragraph from the agreement and, accordingly,
condition stated following the letter 'C' in the Board's
velggram of December 9, 1935, authorizing the issuance of a general
m°t%n$ permit to The Union Trust Company of Pittsburgh is hereby
(odlfled by adding thereto the words 'except that paragraph lettered
) o such agreement may be omitted if the applicant so desires'.
®ase advise The Union Trust Company of Pittsburgh accordingly.n

Approved unanimously.

: Letter to Mr. Ralph A. Bramhall, Tressurer, Union Safe Deposit and
™y

8t
Comp&ny of Delaware, Portland, Maine, reading as follows:

"This refers to your letter dated December 21, 1935, in

you request a pernit to vote the stock which your corpora-

s of The Portland National Bank, Portland, Maine.

You state that your corporation owns 182 shares of pre-
class B stock and 15 shares of common stock of such bank,

Which
on 0
n

\ L that 1t holds 329 shares of common stock represented by vot-

| Voti TUust certificates. You state that, under the terms of the

*ight trust agreement, your corporation does not hgve the

Cept %o vote the 329 shares represented by the voting trust

1ficates,

Sta ?IE is understood that The Portland National Bank has out-

ferredné 8,500 shares of common stock and 24,250 shares of pre-
Stock, and that at the last election of directors of such
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"bank 7,051 shares of common stock and 23,376 shares of preferred
Stock were voted. On the basis of the sbove facts, it appears
that your corporation is not a holding company affiliate of The
Portland Nationel Bank and, accordingly, no voting permit is
Necessary to enable your corporation to vote the stock which it
OWns or controls of such bank.

"There is inclosed herewith a copy of the Board's Regula-
tion P in which the ternm 'holding company affiliate'! is defined.
It will be noted from such definition that no voting permit is
Tequired to vote the stock of a nonmember bank even though the
Corporation or other organization in question owns all of the
Stock of such bank. Accordingly, no voting permit is necessary
to vote the stock which your corporation owns or controls of the

Wiford Falls Trust Company, which is a nommember bank.

"If you have any further question regarding this matter or
a?y Similar matter, it will be appreciated if you will communicate
¥1th the Federal Reserve Bank of Boston, which will be glad to
Shswer your inguiries.™

b Approved unanimously.
Letter to Mr. J. D. Thomas, Vice President, The First National Bank
OfP
iedmont, Piedmont, West Virginia, reading as follows:

3 "This refers to your letter of October 18, 1935, inclosing
» Py of a trust agreement and inquiring whether the trustees
vnder Such agreement must obtain a voting permit in order to
°te the stock which they hold of your bank.
ra.. SeCtion 5144 of the Revised Statutes of the United States
Slating to the voting of stock of mational banks provides in
part.as follows:
'* % % (4) ghares controlled by any holding company af-
filiate of a national bank shall not be voted unless such
holding company affiliate shall have first obtained a
Voting permit as hereinafter provided, which permit is in
force gt the time such shares are voted, but such hold-
ing Company affiliate may, without obtaining such permit,
Yote in favor of placing the association in voluntary
Yquidation or taking any other action pertaining to the
Vo}untary liquidation of such association.'
|h01,'SeCtion 2(c) of the Banking Act of 1953 defines the term
ding Company affiliate! as follows:
ol '(c) The term "holding company affiliate" shall in-
otﬁde any corporation, business trust, association, or
€T similar organization ——
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"1(1) Which owns or controls, directly or indirectly, \
either a majority of the shares of capital stock of a mem- \
ber bank or more than 50 per centum of the mumber of shares d
voted for the election of directors of any one bank at the
Preceding election, or controls in any manner the election
of & majority of the directors of any one bank; or
'(2) For the benefit of whose shareholders or members
all or substantially all the capital stock of a member
bank is held by trustees.
'"Notwithstanding the foregoing, the term "holding
company affiliate" shall not include (except for the pur-
poses of section 23A of the Federal Reserve Act, as 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 hold-
ing the stock of, or managing or controlling, banks, bank-
ing asgociations, savings banks, or trust companies.'
: "It appears that the trust agreement in question was entered .
0 o0ko in connection with the plan under which Davis National Bauk s
88 consolidated with your bank, and the depositors and creditors

0? Such banks weived 25 per cent of their claims; that substan-
Yally all of the stock of your bank was conveyed to three trus-

e'_es.who are to collect the dividends thereon for the benefit of
Walving depositors and creditors until such time as their claims
AT paid in full; that the trustees have the right to vote such
Stock and, subject to certain conditions, may sell the stock;
80d that certain undesirable assets of the two banks were conveyed 3
to the trustees to be liquidated for the benefit of the waiving

®Positors and creditors.
n "It does not appear that, under the terms of the trust agree-
tint’ the trustees constitute an organization having the essen- r
t‘al Characteristics of & 'corporation, business trust, associa- ;
ON, or other similar organization' which might be a holding

¥

SOMpany affiliate under the provisions of section 2(c¢) of the Bank- ¢

for Act of 1933 gquoted above. Accordingly, ?t is not necessary

Sto SUCh_trustees to obtain a voting permit in order t9 vote the 2

is ?k which they hold of your bank. For your information, there

Omlnclosed herewith a copy of the Board's Regulation P, 'Holding 1

193§a?y Affiliates - Voting Permits', revised effective Jamary 1, ¢
! ]
QP Approved unanimously.

Letter to Mr. Cherles E. Henry, Cashier, The First National Bank,
» Texas, reading as follows: ;
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"Receipt is acknowledged of your letter of Deceuber 13,
1935, relating to the voting of 110 shares of the stock of your
bank owned by The Norwood Investment Co. and requesting the
Board'g 'permission to get a Norwood investment proxy to vote
this 110 shares in the approaching stockholders' election of the
bank, under Section 801, Banking Act of 1935'.

"Section 5144 of the Revised Statutes of the United States
Telating to the voting of stock of national banks provides in
Part as follows:

'% 3 3 (4) shares controlled by any holding company affil-

iate of a national bank shall not be voted unless such

holding company affiliate shall have first obtained & vot-
ing permit as hereinafter provided, which permit is in

force at the time such shares are voted, but such holding

Company affiliate may, without obtaining such permit, vote

in favor of placing the association in voluntary liguida-

tion or taking any other action pertaining to the volun-

tary liquidation of such association.'!

An Organization which controls stock of a national bank need not,
-0 order to vote such stock, obtain a voting permit unless it

18 a holding company affiliate of the bank.

1 - . Section 2(c) of the Banking Act of 1953 defines the term
holding company affiliate' as follows:

(¢) The term 'holding company affiliate' shall include
&ny corporation, business trust, association, or other similer
Organization -

(1) Which owns or controls, directly or indirectly,
elther a majority of the shares of capital stock of a member
bank or more than 50 per centum of the number 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 members
all or substantially all the capitel stock of a member bank
18 held by trustees.

Notwithstanding the foregoing, the term 'holding company
affiliate' shall not include (except for the purposes of
Section 23A of the Federal Reserve Act, as amended) any cor-
Poration all of the stock of which is owned by the United
States, or any organization 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

gg’ Or managing or controlling, banks, banking associations,
Xings banks, or trust companies.

2(e) Section 301 of the Banking Act of 1935 merely amended section
of the Banking Act of 1933 by adding thereto the last paragraph

- W
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"quoted above. There is no occasion for any action by the Board
Pursuant to that paragraph except with respect to an organiza-
tion which would otherwise be a holding company affiliate and,
while it is impossible to make a definite ruling in the absence
Of further information, it appears quite improbable that The
Norwood Investment Co. is a holding company affiliate of your
E?H? under the provisions of the preceding paregraphs of section
c .

"For your information there is inclosed herewith a copy of
the Board's Regulation P, 'Holding Company Affiliastes - Voting
Permits', revised effective Jamary 1, 1936. If, after consid-
sTation of the facts of your case in the light of such regula-
tion and the statutory provisions set out in the appendix thereto,
JOu have any further question concerning the matter, it is sug-
gested that you communicate with the Federal Reserve Agent at the
Federal Reserve Bank of Dallas.

"In connection with the voting of the stock of your bank by
Proxy, your attention is directed to the following provisions
°f section 5144 of the Revised Statutes of the United States:

; 'Shareholders may vote by proxies duly authorized
in writing; but no officer, clerk, teller, or bookkeeper
Of such bank shall act as proxy; * * %, 1m

Approved unanimously.
Letter to the Federal reserve agents at all Federal reserve banks,

I‘eﬁd .
g ag followss

“"The Board recently, upon the request of a State member
nﬁm » SXcepted from the prohibitions of condition of membership

(x Sred 12, set out in the Board's letter of March 11, 1935,
Of‘ZESG), mortgages covered by insurance under the provisions

Simile National Housing Act. At the same time the Board granted

cOnd‘&? exceptions to all State member banks subject to sgch :

inviltlon of membership. In this connection, your attention is

ofp bed to footnote 11 of the Board's Regulation H, revised
Sctive January 1, 1936, in which it is provided, in the case

of Eﬁ:te banks admitted to membership after the effective date

(subg Tegulation, that condition of membership numbered 5

Nop €ction (a) of section 6) does not apply to the sale of

tio 84ges covered by insurance under the provisions of the Na-
na} Housing Act.

bay) 5°°°rdingly, you are requested to advise all State member
8hy ® in your district which are subject to condition of member-
P mumbereq 12, or any condition to the same general effect,
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"that such condition does not apply to the sale of mortgeges
Covered by insurance under the provisions of the Netional Hous-
ing Act.m

Approved unanimously.

Letter to the governors of all Federal reserve banks, reeding &s

folloyg,

"The Board in its letter, X-9051, of December 26, 1934,

" &uthorized the Federsl Reserve banks to meke & speciel contri-
bution to the Retirement System for the purpose of increasing
the annuity to which an employee 65 years of ege or over may be
®ntitled under the Rules and Regulations of the Retirement Sys—
tem to $30 a year for each year of service up to 16 years, and
in its letter x-9254, of July 1, 1935, authorized the peyment
Of & dismissal vage to employees involunterily separated from
the service.

"It is believed that & retirement allowance of $480 a
Year thus authorized in the case of an employee with 16 years
of service or more is inadequate under circumstances frequently
preV.ailing and that a dismissal wage of up to 6 months' salary is
Bsufficient in the case of employees with extended service.
cc°I‘ding1y, in cases of involuntary seperation of employees
Tom the service through no fault of their own where & supple-
men?ary retirement allowance or & dismissal wage is thought to
€ Justified, your bank is authorized,
(e) to pay in its discretion & dismissal wage of
%O% of terminal salary for each year of service up to 5
0 the case of any employee imnvoluntarily sepsrated from
€ Service and in the case of an employee with at leest

}9 years of service and under asge 55 to pay in addition

9% of terminal salary for each year of service in excess

°f five. Such payment may be a cash payment in & lump

Sum, or in not to exceed 6 monthly payments, in the case

oL employees under age 65 with less than 10 years of ser-

Vice. In all other cases payment shall be made to the

Retirement System for the purpose of providing, together

With the employee's own contributions, an annuity beginning

&% or after age 55, except that not to exceed an amount

fqual to 2 months! salary may be paid to the employee as a

8sh payment at the discretion of the Federel Reserve Bank

%g the employee is under age 55 and therefore not eligible

th Teceive an immediate anmuity. In applying the abovg,
€ part of eny salary in excess of $12,000 shall be disre-
€d and no supplemental payment shall be made in such

garg
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"amount as to increase the retirement allowance at age 65,
or its equivalent, to more than 50 percent of terminal
salary, or to give an employee under age 55 an anmuity of
greater actuarial value than he might be granted if he were
95 years of age, and
(b) in the case of an employee involunterily separated
after attaining age 55 to make in its discretion in lieu of
the additional contributions authorized in paragraph (a)
&bove a special contribution to the Retirement System suf-
ficient to increase the regular retirement allowance to which
the employee is entitled if 65 years of age or more, or to
Which he would be entitled at age 65 if under such age, to
f retirement allowance on a straight life basis equal to
%4+50 for each month of service up to 15 years, or to the
actuarial equivalent thereof under any option offered by
the Retirement System that the employee may select. Such
Tetirement allowance in the case of an employee under age
65 shall be deferred to age 65 or be converted into an
ediate annuity of equal actuarial velue, and be reduced
by 5% for each year the employee may lack of having attained
&ge 60.
ng "In computing service for the purpose of determining the retire-
eant &llowance that may be granted at the rate of $4.50 a month for
n Ch . year of service up to 15 years, all service to date of retire-
eng May be counted, even though a portion of such service may not
l:tErEditable service as defined in Section 1 of the Rules and Regu-
Oﬁs of the Retirement System.
98, o uthority contained in the Board's letters X-9051 of December
tO,th954’ and X-9254 of July 1, 1935, to make special contributions
Petire Retirement System for the purpose of providing supplementary
“ment allowances for employees retired at or after age 65
P 2 P&y dismissal wages to employees imvoluntarily separated
he service is hereby rescinded."

Approved unanimously, together with a
letter to Governor Norris of the Federal Re-

ierve Bank of Philadelphia, reading as fol-
ows:

with "This refers to your letters of November 9 and December 3

Ovep gespect to the retirement of employees of your bank who are
ny years of age.

to » .0 the case of 8 of the 17 employees that your bank proposes

e : h :
of +re 1t éppears that you wish to provide annuities in excess

ey, gse authorized by the Rules and Regulations of the Retire-
the B: Stem ag Supplemented by the additional contributions which
&rd authorized the Federal Reserve banks to make in its
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"letter X-9051 of December 6, 1934, and its letter X-9251 of
July 1, 1935.

"With respect to your request that the bank be authorized
to meke additional payments direct to these 8 employees, the
Board asked lir. Rounds, Chairmen of the Executive Committee of
the Retirement System to inquire of Mr. Buck, Actuary, whether
this would be a practical procedure. Mr. Buck feels that it
Would be a mistake for the Federal Reserve banks to make contri-
butions direct to retired employees, particulerly under the cir-
Cumstances set forth in your letter, which contemplates changing
?he amounts peid direct to the retired employees upon a charnge
10 their status with respect to dependents, outside income, etc.
The Boarg concurs in this view as expressed by Mr. Buck and is
of the opinion that all peyments made to retired employees should

¢ made through the Retirement System under the conditions pro-
Vided by the Rules and Reguletions of the Retirement System.

"A careful review has been made of the retirement &llowances
Provided by the Rules and Regulations of the Retirement System,
SUpplemented by the additional contributions which the Board has
8uthorized the banks to make for the purpose of increasing these
Tetirement allowances, in the light of the facts brought out in
YOur letters and in the study prepared by the bank with respect
t0 the minfenm amounts necessary to provide a health and decency
bu§€ t for one, two, three and more persons living in Philadel-
phla: & copy of which was inclosed with Mr. Sincleir's letter
f November 19, 1955, to Mr. Smead.

. "The Board is of the opinion that the retirement allowances
Provideq by the Rules and Regulations of the Retirement Systen
i aI}gmented by authorizations heretofore granted by the Board

© insufficient in the case of some of the lower paid employees
Fed has approved a plan whereby the Boards of Director§ of the
Makeral Reserve banks are authorized, in their discretion, to
a € Such additionsl contributions to the Retirement System as
to € necessary to increase the regular retirement allowance
tirwhlch an employee 65 years of age or more is entitled to e re-
cacr 0t allowance on & straight life basis equal to $4.50 for

°h monty of service up to 15 years. This will meke it possible

T the bank to retire an employee who has attained sge 65 with
rez?tirement allowance of {810 a year in any case where the reguler
o, “rement allowance would be less than thet amount. This is

Bewhat, under the maximum amount proposed in your letters of
wg:ember 9 and December 3, but under the circumstances represents

Séems to be fair and reasonsble."

TelEEr&m to Mr. Strater, Deputy Governor of the Federal Keserve

of ¢
Lleveland, reading as follows:
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"Reference is made to your letter of December 20. Amount to
be used as basis for determining 2% payment is total amount of
funds received from Secretary of Treasury as of December 31, 1935.
Amount, cherged surplus (Section 13b) at the end of 1934 should not
be restored from 195 earnings and such earnings should be distri-
buted without any reference to amounts previously charged to sur-
Plus (Section 13b). Reserve for losses on industriel advences
should be deducted from earnings on industrial advances prior to
@eﬁermination of portion of such earnings to be treated ezs earn-
ings on funds received from Secretary of Treasury. If bank de-
Sires at end of any year to provide reserve for losses on indus-
trial advances in excess of earnings on such advances, suggest
that 'Reserves for losses not elsewhere provided for' be increased
Sufficientiy for purpose but that all losses sustained on industriel
8dvances be handled in accordance with provisions of Board's letter,
B'-1120, of December 13, 1935. While no formel ruling has been
Dade it is understood that 2 percent payments to Secretary of
Tr?&Sury are not to be regarded as return of part of payments re-
Celved from Secretary but as anmial charges, if earned, on totzl
Peyments received from Secretary of Treasury."

Approved unanimously.

Telegram to lir. Walden, Deputy Governor of the Federel Reserve Bank

of R
iChmond, reading as follows:

% "In sccordance with provisions of paregraph () of Section
a9f Tevised Regulation D, Board approves recommendation con-
tatged in your December 24 wire that the veekly reserve compu-

sig °n period for reserve city banks in your district located out-

Was§~t§e Federal Reserve bank and branch cities, namely, in
Suchlngton’ D. C., end on Friday instead of Thursday as at present,

change to be effective with the report period ending Friday,

iuary 3, 1936,n

Approved unanimously.
Memorandum dated December 23, 1935, from Mr. Vest, Assistant Genersl

Ils e . 5
L Stating that Mr. Logen, General Counsel of the Federel Reserve Bamk

of
ey -
York, had called him on the telephone and stated that Governor
riSo 3 2 .
Ay 1 desireq to have & copy of a memorsndum written by him when he was
Bista
B i Counsel to the Federal Reserve EBoard regarding the right of the
Arg t
0

r Hek 1 . -1 D) . g S '
€strict the rediscount by Federal reserve banks of acceptences
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4sed upon the export of munitions of war; that Mr. Logan had advised that
the Tecent investigation of certain documents among the records of the
Federal Reserve Bank of New York by representatives of the Senate Munitions
Committee had indicated that it would be desirable to have their records

o0 thig matter as complete as possible; and that the memorandum desired by
oVernor Harrison was not requested by the representatives of the Committee,
but that, Governor Harrison desired to have a copy of it. The memorandum
i Stated that he knew of no reason why & copy of the memorandum should

et be Sent as requested although it bears on its fece the word "Confiden-
tl&l"* The memorendum also submitted a draft of a letter to Mr. Logan in-
e

losing 4 copy of Mr. Harrison's memorandum. Mr. Morrill had noted on lr.
v
Tty fMemorendun that Mr. Harrison's memorandum was included in the list

f 4o
Cuments op which copies had been requested of the Board by the Senate
Committee.

Approved unanimously.

: Letter to Mr. Curtiss, Federal Reserve Agent at the Federal Reserve
Ank

of
BOSton, reading as follows:

QUest"In hi§ letter of March 14, 1955, in response to the re-
2225) antalned in the Board's telegram of March 5, 1935 (Trans.
B Mr-.McRae submitted a 1list of 'Active Clayton Act Permits!
o M¥OUr district, and in that list he included the permit issued

o Louis Curtis, Jr., on December 6, 1923, authorizing him

Ve at the same time as & member of the firm of private bankers

fon gown Brothers & Company, Boston, Massachusetts, and as a direc-
HOWeVerth? M?rchunts National Bank, also of Boston, Massachusetts.
Barge » 1t is not clear that this permit should have been re-

Drivat 88 still effective in view of the fact that the firm of
® bankers to which it referred had merged with another firm
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"s0 as to form a different organization with a different name,
Which would indicate that there had been such & materiel change
in the organization of the firm that the relationship should not
be regarded as the same as that contemplated by the Board in
granting its permission.

"As you know, if the permit was not effective on the date
Of the enactment of the Banking Act of 1955, Mr. Curtis may not
Continue to be a director of the national bank and a partner of
the firm until February 1, 1959 if, as appears to be the case,
Such relationships would be prohibited by the other provisions
Of section 8 of the Clayton Act.

"However, before the Board reaches a decision regarding the
Matter, it will be appreciated if you will give further considera-
Yion to the question in the light of such information as mey be
@vaileble to you, and furnish the Board with your comments. A
COPY of this letter has been sent to the Federal Reserve Agent at
New York for his information,”

Approved unanimously, together with a

‘{ similar letter to Mr. Case, Federal Reserve
Agent at the Federal Reserve Bank of New York.

Thereupon the meeting adjourned.
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Chairman.






