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A meeting of the Board of Governors of the Federal Reserve

8' rtem was held in Washington on Thursday, August 13, 1936, at 11:00

E. 1.

PRESENT: Mr. Ransom, Vice Chairman
Mr. Broderick
Mr. Szymczak
Mr. McKee

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary

Consideration was given to each of the matters hereinafter re-

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

tOard:

The minutes of the meeting of the Board of Governors of the Fed-

eral 
Reserve System held on August 12, 1936, were approved unanimously:

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

(If'Fachmond, stating that the Board approves the establishment without

ellE111 by the bank today of the rates of discount and purchase in its

e311"ting schedule.

Approved unanimously.

Letter to the board of directors of "The Mount Clemens Savings

talak”
) Mount Clemens, Michigan, stating that, subject to the conditions

Of
membership numbered 1 to 3 contained in the Board's Regulation H,

441 the following special conditions, the Board approves the bank's ap-

1311-cati0n for membership in the Federal Reserve System and for the ap-

Priate amount of stock in the Federal Reserve Bank of Chicago:

"4. Such bank shall make adequate provision for depre-

ciation in its banking house and furniture and fix-

tures.
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Prior to admission to membership, such bank, if it
has not already done so, shall eliminate, through
transfer to the trust created for the benefit of
waived deposits or otherwise, undesirable assets
aggregating 1.68,795.14, as shown in the report of
examination of such bank as of June 22, 1936, made
by an examiner for the Federal Reserve Bank of
Chicago.

Prior to admission to membership, such bank, if it
has not already done so, shall remove all restrictions
on the withdrawal of its deposits which were pre-
scribed in connection with the reopening of the bank
under the plan of reorganization.

Such bank shall establish and thereafter maintain
during the life of the depositors' agreement a
'trustees profit account' which shall be separate
and apart from the undivided profits account of
the bank and which shn31 clearly reflect at all
times the net amount of earnings due to the trustees
for the waiving depositors, and such 'trustees profit
account' shall not be included with the undivided
profits account of the bank in any of its reports
of condition or published statements.

Such bank, before purchasing the equity in the bank-
ing premises now held by the trustees for its waiving
depositors, shall submit the matter to the Federal
Reserve Bank of Chicago for consideration."

Approved unanimously, together with
a letter to Mr. Young, Vice President of
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 Mount Clemens Savings Bank',
Mount Clemens, Michigan, for membership in the Federal Re-
serve System, subject to the conditions prescribed in the in-
closed letter which you are requested to forward to the
board of directors of the institution. Two copies of such
letter are also inclosed, one of which is for your files and
the other of which you are requested to forward to the Com-
mlssioner of the Banking Department for the State of Michigan
for his information.
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is understood that the assets aggregating t168,795.14
Classified as undesirable in the report of examination as of
June 22, 1936, are to be eliminated through transfer to the
trust created for the benefit of waived deposits and that
Your office will determine the acceptability of the assets
to be acquired by the bank in exchange therefor.

"Inasmuch as the balance a member bank may lawfully carry
With a nonmember bank is limited by section 19 of the Fed-
eral Reserve Act to 10 per cent of the depositing bank's
capital and surplus, special condition of membership numbered
S recommended by the Reserve Bank Committee has not been
prescribed. It is suggested, however, that you call the
Specific attention of the bank to the section above re-
ferred to.

"It has been noted from the report of examination that
the present form of certificate of deposit used by the bank
may not conform to the provisions of Regulation Q and that
the bank contemplates a change in such form. In this connec-
tion it is assumed that you will acquaint the bank with the
Provisions of Regulation Q, and request it to effect such
Changes in its form of time certificates of deposit as may
be necessary to bring them into conformity with the Board's
regulation."

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

ond, reading as follows:

"This refers to the circular dated May 27, 1936, which
You transmitted to the member banks in your district advising
of the admission to membership, on the date of the circular
of the County Trust Company of Maryland, Cambridge, Maryland,
and which also contained the statement that 'in due course

license will be issued by the Secretary of the Treasury as
of the date of admission'.
. "The Board's records show that, after the date upon

which the membership of the County Trust Company of Mary-
land became effective, the Acting Secretary of the Treasury
authorized the Federal Reserve bank to issue a license to
such bank to transact business as a member of the Federal

_Reserve System, and it is understood that such license was
J-ssued as of the date of the bank's admission to membership.
In the circumstances, it is suggested that in any future case
Involving similar facts it would be desirable to avoid in
anY statement released to the public any expression which
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"indicates that the State bank was transacting business as
a member bank prior to the date when the Secretary of the
Treasury authorized the issuance of the license. In order
to avoid any possible question being raised, it is also
suggested that the Federal Reserve bank advise the Secre-
tary of the Treasury of the approval by the Board of an ap-
plication of a State bank for admission to membership and
submit its recommendation regarding the issuance of a license
Sufficiently far in advance of the effective date of member-
ship to permit the Secretary of the Treasury to authorize
the issuance of the license simultaneously with the entrance
Of the bank into the System."

Approved unanimously.

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

118.1 k of Dallas, reading as follows:

"Receipt is acknowledged of your letter of July 29,
19F)6, in regard to the proposed transaction whereby the
'First State Bank', Spearman, Texas, will assume the de-
Posit liabilities of the First State Bank of Gruver,

Texas, and acquire an equivalent amount of cash from that
institution.

"It is understood from your letter that the transac-
tion will not result in any change in the general character
of the assets of the member bank within the meaning of the

?ondition of membership to which it is subject nor affect
its corporate status as a member of the Federal Reserve
8Yetem. In the circumstances, the Board interposes no

objection to the transaction, provided that your counsel
is satisfied as to its legal efficacy. However, it will

be appreciated if you will advise the Board when the

transaction has been consummated and furnish it with a

copy of any agreement entered into by the banks in this
connection.

"It is noted that you have advised the local agency
of the Federal Deposit Insurance Corporation of the pro-

Posed transaction, and it is assumed that the written con-
sent of that Corporation, as required by Section 12B of the

Federal Reserve Act, will be obtained before the transac-

tion is effected."

Approved unanimously.
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Letter to Mr. Leo T. Crowley, Chairman of the Federal Deposit

Neurance Corporation, reading as follows:

"Receipt is acknowledged of your letter of August 7,
1936, requesting written consent of the Board of Governors

Pursuant to the provisions of subsection (k) (P) of section
12B of the Federal Reserve Act, for examiners for your Cor-

poration to examine the Farmers State Bank of Winner, South
Dakota, a member of the Federal Reserve System, which, in
contemplation of withdrawal from the Federal Reserve System,
has filed an application with the Federal Deposit Insurance
Corporation to be accepted as a nonmember insured bank.
It has been noted that, according to your understanding,
the bank proposes to terminate its membership in the Fed-
eral Reserve System simultaneously with its acceptance by
the Federal Deposit Insurance Corporation as a nonmember in-

sured bank.
"In accordance with the provisions of subsection (k)

(2) of section 1PB of the Federal Reserve Act, the Board

of Governors hereby grants written consent for examiners

for the Federal Deposit Insurance Corporation to examine
the 'Farmers State Bank', Winner, South Dakota, in connec-
tion with its application for continuation of insurance as
a nonmember bank."

Approved unanimously.

Letter to Mr. Sailer, Vice President of the Federal Reserve Bank

c't New York, reading as follows:

"Reference is made to your letter of August 7, 1936,

inclosing a copy of a letter from the National Industrial

ctiaference Board dated July 15, 1936, requesting certain

information on a questionnaire entitled 'Personal Prac-

tices Covering Salaried Employees'.

"The Board will interpose no objection to your furnish-

ing the National Industrial Conference Board the informa-

tion contained in your inclosed proposed reply."

Approved unanimously.
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Thereupon he meetirg adjourned.

\Vice Chairman.
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