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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Saturday, May 2, 1936, at 12:00 o'clock

noon.

PRESENT: Mr. Eccles, Chairman
Mr. Broderick
Mr. Szymczak

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

Consideration was given to each of the matters hereinafter re-

ferred to and the action stated with respect thereto was taken by the

Board:

Bank

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

of Dallas, reading as follows:

"It appears from the analysis of the report of examina-
tion of the Continental-American Bank & Trust Company, Shreve-
port, Louisiana, made as of January 4, 1956, that you desire
to be advised whether the provisions of section 5201 of the
Revised Statutes of the United States are applicable to a
case in which shares of its own stock are held by a State
member bank as collateral in its 'non-ledger assets'.

"As you know, under the provisions of section 9 of the
Federal Reserve Act, State member banks are subject to those

provisions of law relating to national banks which prohibit
such banks from lending on or purchasing their own stock.
Section 5201 of the Revised Statutes provides, in this con-

nection, that:
'No association shall make any loan or discount

on the security of the shares of its own capital stock,
nor be the purchaser or holder of any such shares, un-

less such security or purchase shall be necessary to

prevent loss upon a debt previously contracted in good

faith; and stock so purchased or acquired shall, with-

in six months from the time of its purchase, be sold

or disposed of at public or private sale; * * *.t

"In the case of the Continental-American Bank & Trust

Company, it is understood that the bank is holding 360 shares
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"of its own stock as collateral to certain loans which it ac-
quired in connection with the consolidation therewith of another
bank; that these loans have since been charged off by the Con-
tinental-American Bank & Trust Company; and that the stock
is not now being carried on the books of the bank as a part
of its assets.

"The Board has heretofore taken the position that while
the holding by a State member bank of shares of its own stock
taken as additional collateral to a loan previously made by
it is not a violation of the Federal Reserve Act, the hold-
ing of such stock as collateral is undesirable and, therefore,
any such stock should be disposed of at the first favorable
Opportunity. The Board has also held that a State member bank
which holds shares of its own stock pledged as collateral to
loans which it has granted but which have been charged off
should likewise dispose of such stock as soon as it is prac-
ticable to do so. On the basis of the facts presented, it is
not apparent whether a technical violation of the provisions
of section 5201 is involved, but it seems clear that the Con-
tinental-American Bank ez Trust Company should use its best
efforts to dispose of the stock referred to as soon as prac-
ticable, particularly in view of the fact that such stock has
been held as collateral by the bank since 1931. You are re-
quested, therefore, to take this matter up with the bank on
this basis, and it will be appreciated if you will keep the
Board informed of the progress made by it in disposing of the
stock."

Approved unanimously.

Letter to Mr. Crowley, Chairman of the Federal Deposit Insurance

Corporation, reading as follows:

"Reference is made to your letters of April 25 and 27,
addressed to Governor McKee, with regard to the proposed re-
port which you are going to request all insured banks to sub-
mit as of May 16, 1936 in order to provide information which
will serve as a basis of an estimate of insured deposits.

"The Board is in accord with your desire to obtain the
information outlined in the proposed form of report for the
purpose intended and will gladly cooperate with you. To this
end it is suggested that you furnish the Board with fifty
copies of the proposed letter, instructions and form for trans-
mission to the Federal Reserve agents for their information
and in order that they may be in a position to answer any in-
quiries made of them by State bank members.
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"The only suggestion that the Board has to offer with
respect to the form of report is that the words 'and Federal
Reserve deferred credit account', included in the parentheses
following Item 8, either be omitted or be changed to read
'and amounts "due to Federal Reserve bank -- transit account".
As the phrase now stands, it may be misinterpreted to mean
deferred credits given to the member bank by the Federal Re-
serve bank for cash items sent to the Federal Reserve bank
for collection and credit."

Approved unanimously.

Letter to Mr. Sinclair, President of the Federal Reserve Bank of

Philadelphia, reading as follows:

"This refers to your letter of April 17, 1936, asking
the Board's approval for the expenditure of approximately
4ll671 in excess of the budget for the new building hereto-
fore approved by the Board.

"It is noted that the excess expenditure contemplated
is in connection with a claim based upon addition -1 costs
incurred by the contractors as a result of the N.R.A. pro-
gram under the President's Reemployment Agreement and that
though there may be some question of your legal liability
under the claim you have concluded that it should be allowed
in the amount of q16,466.30, which is 02,623.34 less than
the total claim of $19,069.64 presented by the contractors.
It is also noted that the items presented in support of
the claim have been carefully examined by your Building Com-
mittee and the officers of your bank, and that the commit-
tee has authorized payment of the sum of $16,466.30, or
a,871.06 in excess of the unexpended balance of $14,595.24
available on the basis of the approved budget, $1,823,884.06.

"In the circumstances, the Board approves the additional
expenditure as outlined in your letter."

Approved unanimously.

Telegram to Mr. McKinney, President of the Federal Reserve Bank

of Dallas, reading as follows:

"Referring your April 24 letter, Board interposes no

objection to the proposed installation in the Federal Re-
serve bank building at D'11  as of new air conditioning equip-
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"ment at cost of not to exceed ,t100,000."

Approved unanimously.

Memorandum dated April 30, 1936, from Mr. Vest, Assistant General

Counsel, recommending that there be published in the next issue of the

Federal Reserve Bulletin, a letter recently addressed to certain banks

by the Chairman of the Securities and Exchange Commission relating to the

applicability to banks of the Public Utility Holding Company Act of 1935,

the Rule 3A3-1 of the Commission referred to in the letter, and a brief

introductory statement on the subject in the form attached to the memo-

randum. The memorandum stated that the publication of the above docu-

ments was suggested in order that member banks might be informed on the

subject, and also in view of the request recently received from the Chair-

man of the Securities and Exchange Commission to the effect that the

Commission would appreciate anything the Board could do to promote a

more general understanding of the situation.

Approved unanimously.

Thereupon the meeting adjourned.

Qt1

Chairman.

o

Secretary.
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