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A meeting of the Board of Governors of the Federal Reserve Sys-—
e w, i
88 held in Washington on Friday, December 4, 1936, at 10:30 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Broderick
Mr. Szymeczak
Mr. McKee
Mr. Davis

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Thurston, Special Assistant to the
Chairman

Mr. Wyatt, General Counsel

Mr. Paulger, Chief of the Division of
Examinations

Mr. Smead, Chief of the Division of Bank
Operations

Mr. Parry, Chief of the Division of Security
Loans

Mr. Wingfield, Assistant General Counsel

Mr. Baumann, Assistent Counsel

Mr. Parry stated that on December 1, 1936, Mr. Charles R. Gay,
resident of the New York Stock Exchange, had called him on the telephone
S bag inquired whether Mr. Parry would be in New York in the near future
", ir not, whether it would be agreeable if representatives of the Ex-
“mnge Came to Washington for a discussion of the proposed emendment to
egulation T, Extension and Maintenance of Credit by Brokers, Dealers and

Memb
*Ts of National Securities Exchanges, which was sent to the Federal re-

8¢
€ banks on November 18, 1938, for their comments and the comments of
b4 b
ities exchanges. Mr. Gay stated, Mr. Parry said, that the comments

of 4
e New York Stock Exchange on the proposed amendment had been formu-

lag
e
4 anq were being submitted to the Federal Reserve Bank of New York,
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ang ¢
hat he (Mr. Parry) had replied that he would review the comments
lunegy
ately upon receipt and communicate further with Mr. Gay with re-
garg t
0 the possibility of arranging a conference for their discussion.
+ Pap
Ty added that the comments of the Exchange had been received from
e Fe
deral Reserve Bank of New York this morning and that, in view of
all fha. i
€ circumstances, he felt that he should get in touch with Vice
I‘esid
®nt Rounds of the Federal Reserve Bank of New York, and suggest
that
h
® arrange a meeting at the bank with representatives of the New
ork
Stock Exchange at which Mr. Parry would be invited to be present.
Chairman Fecles raised the guestion as to what the position of
the
B
%ard would be in the event the New York Stock Exchange should re-
quest
a0 opportunity to discuss the proposed amendment with the Board
i
% was the consensus of the members present that if such a request
ere 9
Made it should be granted with the understanding that such members
Of th
® Board ag are available in Washington would attend the meeting.
At the conclusion of the discussion it was
understood that Mr. Parry would attend the sug-
gested meeting with the representatives of the
New York Stock Exchange at the Federal Reserve
Bank of New York and, that in the event the New
York Stock Exchange or any other securities ex-
change should request an opportunity to discuss
the proposed amendment with members of the Board,
such an opportunity would be granted.
At this point Mr. Cagle, Assistant Chief of the Division of
Mationg, joined the meeting.
i There was presented a letter dated December 1, 1936, from Presi-
ent
Fleming of the Federal Reserve Bank of Cleveland, stating that dur-

g
DeeEmber the bank would retire four of its old employees who had
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*en in the service of the bank nearly twenty years; that it had occurred
to-um bank that it would like to present them with a token of its regard
&miesteem; and that it was suggested that the Board give consideration
to uniforn policy whereby the Federal reserve banks would be authorized
® expeng up to $100 for ezch employee retired from service for something
"hich he coulg retain as a remembrance of his association with the bank
" 1tg Personnel.

Mr. Smead reviewed briefly the attitude of the Board in the past
:.U1respect to expenditures of the kind suggested by the Federal reserve
s &nd expressed the opinion that it was difficult to justify such ex-
PQMitures by the Federal reserve banks as such, particularly in view of

® fact that gifts of the character referred to are personal in nature

M oulq loge their significance if given by the bank as a matter of uni-

f
Orm poliCy.

Various suggestions were made as to a
policy that might be adopted in this counnec-
tion end it was agreed that the matter should
be placed on the program for consideration at
the next Presidents' Conference.

Mr. Broderick reported briefly on his recent visit to the Balti-
Te
8nd Charlotte Eranches of the Federal Reserve Bank of Richmond end

€ J
4Cksonville Branch and Savannah Agency of the Federal Reserve Bank of

Atl&nta.
%

He stated that during his trip various bankers had suggested
t
Subsection 1(f) of Regulation Q, Payment of Interest on Deposits,

hy

¢

) B woug prohibit the absorption by member banks directly or indirect-
Vo

2 &xchange and collection charges, should be put into effect immedi-

atg
Vs> and he stated that, if the matter should come up during his absence

4 . FRASER
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Uuring the next two weeks, he wished to be recorded as being in favor of
mﬂﬁng the Subsection effective at the earliest possible date.

Mr. Broderick then raised the question as to what the policy of
the Boarg Would be with respect to the compensation of chairmen and Fed-

e
al Teserve agents at the Federal reserve banks beginning January 1,

X
i %0 pointed out in this connection that the chairmen and Federal re-

8

i 8gents at most of the Federal reserve banks are serving on an hono-
by

arhmlb&Bis While Messrs. W. B. Geery and J. J. Thomas, Federal Reserve
gentg at the Federal Reserve Banks of Minneapolis and Kansas City, were

q
PPolnteq for the current year each with salary at the rate of $20,000

Pe
i g, He suggested that it would be desirable to advise Messrs.

Ge
Ty ang Thomas as to what action the Boerd expects to take as to their

Q()nt
inuance as chairmen.

There was a discussion of the policy to be
adopted by the Board in this connection and, upon
Wotion by Mr. Broderick, which was unanimously ap-
Proved, the Chairman was authorized to advise Messrs.
Geery and Thomas that the Board was giving consid-
Sration to the policy to be followed in connection
With the appointment and compensation of chairmen
and Federal reserve agents at the Federal reserve
banks beginning January 1, 1937, and that, while it
had not reached a final decision in the matter, it
%as considering the placing of all such appointments
On an honorarium basis.

For the information of the other members of the Board, Mr. McKee
Sut;
lined the objections offered by the persons whom he had contacted to
s Provisions of the standard form of agreement required to be

{ Hteq by a holding company affiliate as a condition precedent to the
8

m&mee °f a general voting permit, together with his recommendations
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i Tespect to the action to be taken by the Board in the premises.
There was a discussion of the matter in the light of the cir-
“stancos surrounding the approval by the Board in December, 1935, of
:he Standard fory of agreement and the changes in the situation which
V000Ul stans ey U Tt pointed out that, under the regula-
oionof the Internal Revenue Bureau, holding company affiliates can
: Wn 5 Credit for income tax purposes for readily marketable assets
:quirs‘i Pursuant to the provisions of section 5144 of the Revised Statutes
W i the event they hold general voting permits at the end of the
& 2ble vear; that it is in the public interest for holding company
me:iliatea to acquire such assets; and that if the standard form of agree-
£ tould pe amended in such a manner as would facilitate the execution
mt:ne 4greement by the remaining holding company affiliates to which
; § Peruits have not yet been issued, without affecting adversely the
e o the Board effectively to supervise such affiliates, such an amend-

o Woulq
be a desirable step.

th Mr, McKeeo stated that, while his recommendations with respect to
8
an,
N *Mdment of the agreement would not meet all of the objections of
® by
lding Company affiliates, he felt the suggested changes would

Y Wate Certain features of the agreement which are undesirable from
BIB°&rdv

Bgard

g ko Supervise the affiliates, would result in the execution of the

8 viewpoint and, without affecting materially the power of the

*Sent by at least £ the holdl £filiates that do not
B A east some of the holding company a ates that do no
0

d general voting permits.
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At the conclusion of the discussion,
Ur, McKee moved that the present standard
form of agreement be amended by changing
provision numbered 2 to apply to all sub-
sldiary banking institutions instead of
State banking institutions as at present;
that provisions numbered 4 and 5 be elim-
inated from the agreement; and that the
Federal reserve banks be authorized to ad-
Vise all holding company affiliates in
their respective districts which have ex-
ecuted the standard form of agreement in
its present form that provisions 4 and 5
In such agreements will be canceled when
the holding company affiliste has fur-
nished satisfactory evidence that it has
Complied with the requirements of provi-
sion numbered 2 as amended.

Carried unanimously.

The amended agreement read as follows:
Norg "In Congideration of the granting by the Board of Gover-
Sect'Of the Federal Reserve System, under authority of
10n 5144 of the Revised Statutes of the United States
BOQrgursuant to an application heretofore filed with the
81 of Governors of the Federal Reserve System by the under-
to ved, of a general voting permit entitling the undersigned
ote the stock which it owns or controls of the member
shap O banks specified in such permit at all meetings of
o Sholders of such bank or banks, the undersigned hereby
Pesents, undertakes and agrees as follows:
* That, as soon as practicable and, in any
event, within two years from the date such
voting permit is granted, the undersigned
Will charge off or otherwise eliminate from
its assets,

(a) the part of the carrying value on its books
of its investments in stocks of subsidiary
and/or affiliated organizations which is in
excess of the adjusted value of such stocks,
after effect shall have been given to the de-

<169
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"duction of all estimated losses of such sub-
sidiary and/or affiliated organizations, all
depreciation in stocks and defaulted securities,
and all depreciation in all other securities
not of the four highest grades, as classified
by a recognized investment service organiza-
tion regularly engaged in the business of
rating or grading securities, as shown by the
latest available reports of examination of
such organizations by the appropriate super-
visory authorities and/or as shown by the
latest appraisal of their assets by other
examiners, auditors or appraisers satisfactory
to the designated representative of the Board
of Governors of the Federal Reserve System in
the district in which the undersigned is lo-
cated,

(b) (1) al1 depreciation in its other stocks and
in its defaulted securities, (ii) all depre-
clation in its securities not of the four
highest grades as classified by a recognized
investment service organization regularly en-
gaged in the business of rating or grading
securities, (iii) all losses in all its other
assets, - all as shown by the latest available
reports of examination by the appropriate super-
visory authorities and/or as shown by the latest
appraisal of assets by other examiners, auditors
or appraisers satisfactory to the designated
representative of the Board of Governors of the
Federal Reserve System in the district in which
the undersigned is located,

(c) all its other known losses;

That the undersigned will take such action within its
Power as may be necessary to cause each of its sub-
sidiary banking institutions to charge off or other-

Se eliminate from its assets as soon as practicable,
and, in any event, within two years from the date such
Voting permit is granted, (a) all estimated losses in
i loans and discounts, (b) all depreciation in stocks
i and defaulted securities, (c¢) all depreciation in secur-
@ ities not of the four highest grades, as classified by
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"a recognized investment service organization regu-
larly engaged in the business of rating or grading
securities, (d) all other losses, all such charge-
offs or eliminations to be based upon the latest
available reports of examination by the appropriste
supervisory authorities and/or as shown by the latest
appraisal of assets by other examiners, auditors or
appraisers satisfactory to the designated representa-
tive of the Board of Governors of the Federal Reserve
System in the district in which such institution is
located;

That the undersigned will take such action within its
Power as may be necessary to cause each of its sub-
sidiary banking institutions to maintain a sound
financial condition and to cause the net capital and
Surplus funds of each such subsidiary banking insti-
tution to be adequate in relation to the character

and condition of its assets and to the deposit lia-
bilities and other corporate responsibilities of such
Subsidiary banking institution;

That the undersigned will teke all necessary action
within its power to prevent any of its subsidisry banks
and any other banks with which the undersigned or any
of its subsidiaries is affiliated from hereafter mak-
ing, any loans or extensions of credit to, or pur-
Chases of securities under repurchase agreements from,
the undersigned or any of its subsidiaries or any other
Organizations with which the undersigned or any of its
Subsidiaries is affiliated, or any investments in, or
advances against, securities of the undersigned or any
of its subsidiaries or any other organizations with
which the undersigned or any of its subsidiaries is
affiliated, except within the same limitations and sub-
Ject to the same conditions and provisions as are ap-
Plicable under section 23A of the Federal Reserve Act
to such transactions involving member banks and their
affiliates;

That the management of the undersigned will be, and

the undersigned will take such action within its power
48 may be necessary to cause the management of each of
1ts subsidiaries to be, conducted under sound policies
g0verning its financial and other operations, including
Statements issued relating thereto; that the under-
Slgned will maintein a sound financial condition; that
1ts net capital and surplus funds shall be adequate in
Telation to the character and condition of its assets
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"end to its liabilities and other corporate responsi-
bilities; and that, except with the permission of the
Board of Governors of the Federal Reserve System, it
shall not cause or permit any change to be made in

the general character of its business or investments.

e "The foregoing representations, undertakings and agreements
€ subject to the following understandings:
tan "(4) In determining the amount of depreciation in securi-
arfiIOWned by the undersigned or by any of its subsidiary or
i iated organizations, appreciation in securities owned by
stu§P°§ organization may be off-set against depreciation in
e ities owned by the same organization, provided that such
Se£u§91§tion shall first be off-set against depreciation in
iy ities of the four highest grades owned by such organiza-
Zatié as classified by a recognized investment service organi-
Secur? ?egularly engaged in the business of rating or grading
ities.
amounl(B) Whenever, under the terms of this agreement, any
. S are reqguired to be charged off or otherwise eliminated,
thes agreement shall be deemed to have been complied with to
Se0u§¥f?nt of any valuation reserve that may be set up for the
portslcles or other assets involved; proYided that, in all re-
such rand oublished statements of condition, the amount of
Whicl, §Serves be deducted from the respective assets against
2 hey are allocated.
filiat(C) Whenever the stock of any of its subsidiary or af-
signeded organizations is carried on the books of‘the ?nder~
Cordag at less than its adjusted value, as determined in ac-
sl Ce with the foregoing clause numbered 1, nothing in this
amounient shgll orevent the undersigned from increasing the
not ey at Whlch such stock is carried on its books to an amount
HCeedlng such adjusted value.
SentatSD) In case any dispute arises with any designated repre-
o aslze of th? Bosrd of Governors of th? Federal Reserve Sys-
diSDut O compliance with the terms of this agreement agd ;uch
ﬁat? involves disagreement with respect to any appraisal or
mendat%on by any examiner, auditor or appraiser, or any recom-
ders%on or suggestion of such designated representat%ve, the
g lgneg shall have the right to appeal to the Board for re-
and final determination."

In connection with the above action it
was understood that advice of the Board's
action would be telegraphed to the Federal
reserve banks as promptly as possible, and
that the Federal reserve banks would be re-
quested, in the event they receive requests
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.for the issuance of general voting permits
between now and December 31, to forward the
requests to the Board immediately to be fol-
lowed by the bank's recommendation as to the
action to be taken as promptly as possible.

Chairman Eccles stated that members of the Board had been fur-

Uisheq -
ed “€Cently with copies of a memorandum prepared at his suggestion

: Provige the member with a brief review of the situation with respect
I‘epx‘eSen‘c.at.ion of the Federal Reserve System on the directorate of
it Bank for International Settlements and that he would appreciate it
! the Members of the Board would inform themselves as to the situation,
Wiulthe understanding that the matter would be taken up for considera-
o following the return of Messrs. Broderick and Davis to Washington

before the end of the year.
There was then presented a draft of a letter to Vice President
Gidney °f the Federal Reserve Bank of New York reading as follows:

"Reference is made to your letter of November 13, 1936,

&d previoug correspondence, regarding the proposal of 'The
car?OP State Bank', New York, New York, to increase its
capltal from $200,000 to $600,000, to convert into a trust
°mMpany to be known as the Pan American Trust Company, to
8Cquire the business of the New York Agency of the Banco
&ional de Mexico, to locate the head office of the trust
®OMpany in the quarters now occupied by such Agency, and to
vetain the present location of The Harbor State Bank as a
Tanch of the trust company.

"The Board has reviewed the information submitted and,
accordance with your recommendation, interposes no objec-

Yon to the proposed transactions, provided that appropriate

aPproval thereto is given by the proper State supervisory
UWhorities and that your counsel is satisfied that the trans-
8tions are legally effective. The Board also approves the
SXercige by the proposed trust company of the fiduciary powers
%Wthorized by its charter and the laws of the State of New York,
Sich approval to become effective if and when The Harbor State
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;Bank is converted into a trust company, and subject to the
ollowing conditionss

' 1. Such bank shall not invest funds held by it as
fiduciary in obligations of or property acquired
from the bank or its directors, officers, em-

i) Ployees, members of their families, or their in-
terests, or in obligations of or property ac-

quired from affiliates of the bank.

2. Such bank shall not invest funds held by the
bank as fiduciary in participations in pools of
mortgage bonds or other securities, and the secur-
ities and investments of each trust shall be kept
Separate from those of all other trusts and sep-
arate also from the properties of the bank itself;
provided, however, that the Board of Governors of
the Federal Reserve System will not object to the
collective investment of trust funds where the
Cash balances to the credit of certain trust es-
tates are too small to be invested separately to
advantage, if the bank owms no participation in
the securities in which such collective invest-
ments are made and has no interest in them except
as trustee or other fiduciary, and if such collec-
tive investment is not prohibited by State law or
the instrument creating the trust.

If funds held by such bank as fiduciary are de-
posited in its commercial or savings department

or otherwise used in the conduct of its business,
it shall deposit with its trust department secur-
ity in the same manner and to the same extent as
is required of national banks exercising fiduciary
povers.

"You are requested to advise The Harbor State Bank of the
£1 18 action, and to obtain and forward to the Board a certi-
ofed Copy of an appropriate resolution of the board of directors
ad Phe trust company accepting these conditions. As you were
au‘t’IlSed in the Board's letter of November 24, 1936, you are
horized on behalf of the Board, and without reference of the
. €r to the Board, to waive compliance by the trust company
't:th the requirements of the condition numbered 3 under the same
e ™S and conditions as are contained in the Board's letter of
Wy 17, 1935, to Mr. Case.
whi "Please forward to the Board also a copy of any agreement
MCh is entered into by the member bank covering its acquisi-
10n of the business of the New York Agency of the Banco Nacional

BOard
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Zie Mexico and of any amendment which may be mede to the
arter of the bank in connection with this transaction
3?2 the other transactions referred to above, together

ith a copy of the approval given by the State authorities
© any of such transactions."

The letter had been circulated among the members of the Board
OF thiase s
heir information prior to consideration at a meeting of the Board.
tw :
48 pointed out that the Harbor State Bank is controlled by the Banco
Vaeig
Mal de Mexico and there was a discussion of the question whether
the f
8ct that it is now controlled by foreign ownership of a majority
of i
s stock would necessitate the Board's taking a position different
frOm
that set forth in the above letter.
At the conclusion of the discussion Nr.
Broderick moved that the letter be approved
with the understanding that it would not be
sent until aporoved by lir. Ransom.
Carried unanimously
Subsequently the Bosrd's secretary re-
ported that he had talked to Mr. Ransom about
the matter and that Mr. Ransom concurred in
the aporoval of the letter. ;
It was then stated that the President had issued an order di-
Pegt.
N2 that all Federal agencies be closed at 1:00 p.m. on December
4 b
) Chrlstmas Eve, and remain closed until Monday, December 28, 1936,
ang i, '
the Question was raised as to what action should be taken by the
08.1‘ .
4 with respect to its own employees.
Mr. Szymczak moved that the Board's
offices be closed on December 26 and that

all employees who can be spared be excused
from duty at 1:00 p.m. on December 24.

Carried unanimously.
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Chairmen Eccles referred again to the memorandum discussed at
Gt Beeting on November 25, 1936, which had been prepared by lr. Vest,
"88istant General Counsel, under date of November 18, 1956, with respect
to o Proposal that sn amendment be mede to the Social Security Act for
e Purpoge of bringing all banks within the operation of that act.
chairmEn Eccles said that the proposed amendment to the law undoubtedly
Woulg apply to Federal reserve banks and that in view of the possible
efrect.upon the Retirement System of the Federal Reserve Banks he would
“ggest, that information be compiled as to the contributions that would
® Tequireg by the Act to be paid by the Federal reserve banks on the
basis °f their current payrolls as well as the total amount of payments
Vhicp Would be required of employees of the banks. Chairmen Eccles
*deq that when such informetion is available the Board should give
ermpt Consideration to the gquestion whether it will recommend that
# alendment, to the law be so framed as to continue the exemption of
® Federal regerve banks from the application of the.statute.
Mr. Smead was requested to compile,

for submission to the Board as promptly

as possible, the informetion suggested

by Chairman Eccles.
. At this point Messrs. Thurston, Wyatt, Paulger, Smead, Parry,
:ngfield, Baumenn and Cagle left the meeting and consideration was
ten €iven to each of the matters hereinafter referred to and the action

Stay
®d with respect thereto was taken by the Board:

The minutes of the meeting of the Board of Governors of the
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Federay Reserve System held on December 3, 1936, were approved unani-
mously.

Telegrams to Mr. Senford, Assistant Secretary of the Federal
®S€IVe Bank of New York, and Mr. Martin, Chairman of the Federal Re-
Serve Bank of Atlanta, stating that the Board approves the establish-
Dent, Without change by the New York bank on December 3, 1936, and by
the Atlantg bank today, of the rates of discount and purchase in their
existing Schedules.

Approved unanimously.

Memorandum dated November 30, 1936, from Mr. Goldenweiser, Di-
fector of the Division of Research and Statistics, recommending the
emPQr&ry appointment of Mr. Malcolm H. Bryan as a senior economist in
i Division, witn salary at the rate of $5,600 per annum, for the per-
4 Prop the date upon which he enters upon the performance of his
Wies through September, 1937. The memorandum also recommended that,
*lnce 1t was intended to consider Mr. Bryan for a permenent appointment
at, the €Xpiration of his temporary appointment, if his work proves satis-
factory and he so desires, Mr. Bryan be permitted to enter the retire-
Tent, SYstem at this time upon passing the required physical examination.

Approved unanimously.
Letter to "The Red Wing National Bank and Trust Company", Red

lng s
% Mlnnesota, reading as follows:

"This refers to the resolution adopted on August 8,
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tizsi’ by the board of directors of your bank signifying

iy ank's desire to surrender its right to exercise the

h st powers which have heretofore been granted to it by

: ® Federal Reserve Board, now known as the Board of Gov-
Tors of the Federal Reserve System.
e "The Board understands that your bank has been dis-

e %ed or otherwise properly relieved in accordance with

aw of all of its duties as fiduciary. The Board,

0e§€?f°?e, has issued a2 formal certificate to your bank

of t;fylyg that it is no longer authorized to exercise any
s e fiduciary powers covered by the provisions of sec-
Qerti%l(k) of the Federal Reserve Act, as amended. This

icate is inclosed herewith.

Pact "In this connection, your attention is called to the

o that, under the provisions of section 11(k) of the

eral Reserve Act, as amended, when such a certificate

88 been issued by the Board of Governors of the Federal
lgierVe System to a national bank, such bank (1) shall no

b ger be subject to the provisions of section 11(k) of
Goi Federal Reserve Act or the regulations of the Board of
G ernors of the Federal Reserve System made pursuant there-
ti, (2).shall be entitled to have returned to it any securi-
. °S which it may have deposited with the State or similar ;
Uthorities for the protection of private or court trusts,
&nd (3) shall not exercise any of the powers covered by sec-
ion 11(k) of the Federal Reserve Act except with the per-

Mission of the Board of Governors of the Federal Reserve
System. 1"

Approved unanimously, together with
a letter to Mr. J. F. T. O'Connor, Comp-
troller of the Currency, reading as fol-
lows:

1926 “?his refers to Mr. Gough's letter of November 16,
» inclosing a special report received by your office
Orom‘National Bank Examiner D. D. McLaren under date of (
Ctober 31, 1936, in which it is indicated that The Red

ing National Bank and Trust Company, Red Wing, Minnesota,

48 been discharged or otherwise properly relieved, in ac-

Cordance with law of all of its duties as fiduciary.

b "It is noted that, while the words 'and Trust Company'

ave not, been eliminated from the title of the bank in

QUestion in accordance with the requirement contained in

Section 16(b) of the Board's Regulation F, Mr. Gough recom-

Mends in his letter that this requirement be waived by the
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;Boar§ in the present case in view of the fact that the
ank is in process of liquidation.
M "In the circumstances and for the reasons stated in
nﬁ%_GOUgh's letter, the Board will not require the elimi-
1on of the words 'and Trust Company' from the title of
5 2 Beé Wing National Bank and Trust Company as a pre-
®Quisite to the issuance of a certificate to that bank
‘ermlnating its right to exercise trust powers.
"Accordingly, the Board has today issued to The Red
iy National Bank and Trust Company a certificate to the
i ect that that bank is no longer authorized to exercise
‘Ust powers; and a copy of this certificate, together

™ith a copy of the Board's letter to the bank, is inclosed
€rewith n \

Wing

In connection with the above mat-
ter, the following letter to Mr. Swanson,
Vice President of the Federal Reserve
Bank of Minneapolis, was also approved - L
unanimouslys '

i "This refers further to your letter of August 18, 1936,
to“ the Board's letter of September 11, 1938, with respect
the desire of The Red Wing National Bank and Trust Com-
E?ny, Red Wing, Minnesota, to surrender its right to exer-
18e trust powers.
o th“It is understood from advice received from the office
e Comptroller of the Currency that The Red Wing National
eiﬁk and Trust Company has been discharged or otherwise prop-
i Y relieved, in accordance with the law, of all of its du-
Woig as fiduciary. However, it is understood also that the
titls 'and Trust Company' have not been eliminated from the
e of that bank. As you know, the Board has adopted the
Eztlcy of not issuing a certificate to a national bank termi- ‘
ing its right to exercise trust powers until these words
inve been eliminated from its title; and this requirement is
Cluded in section 16(b) of the Board's Regulation F. f
of "It has been recommended by the office of the Comptroller
i the Currency that this requirement be waived by the Board
1 The present case in view of the fact that the bank in ques-
sto? is in the process of liquidation and is, therefore, re-
Tlicted to the exercise of only such powers as are essential
tg the winding up of its affairs. The office of the Comp-
F0ller has advised that any reorganization of the bank which
?lght result in a resumption of operations would be subject to
® approval of that office and that no such approval would be
% Ven to a national bank, the title of which contains the words
&d Trugt Company' when, in fact, it has no permit to exercise !
Tust powers. The comptroller's office has pointed out also

RASER

aborg/




12/4/35

2180

=) [l ¢S

"that any change in the title of a national bank, pursuant
to the provisions of section 30 of title 12 of the United
States Code would necessitate action by the stockholders
and that such action would not only result in delay in com-
Pleting the ultimate liquidation of the bank but would also
€ likely to produce some inconvenience and misunderstanding.
"In the circumstances, the Board has waived the require-
Ment of section 16(b) of its Regulation F that the words 'and
Trust Company' be eliminated from the title of The Red Wing
National Bank and Trust Company. Accordingly, the Board has
today issued to The Red Wing National Bank and Trust Company
& certificate to the effect that that bank is no longer
8uthorized to exercise trust powers; and a copy of this cer- \
lficate, together with a copy of the Board's letter to the b
K, is inclosed herewith." '

Letter to Mr. Fletcher, Vice President of the Federal Reserve
of Cleveland, reading as follows: !

"Reference is made to your letter of November 16, 1936,
;ansmitting with the favorable recommendation of your Execu-
1ve Committee the request of the 'Dormont Savings & Trust
OmMpany! , Dormont, Pittsburgh, Pennsylvenia, for permission
Under the provisions of membership condition numbered 8, to
‘vest in banking premises through the acquisition of the
858ets of the Fast Liberty Realty Company, which now holds
Yitle to the building occupied by the bank. It appears that
J€ approval of the Board is also required under the pro-
Visions of section 24A of the Federal Reserve Act, inasmuch
38 the plan contemplates that the investment of the bank in
bany Premises will be in excess of $125,000, the amount of i
the bank's capital stock. |

"It has been noted that the stock of the East Liberty ‘
Realty Company, all of which is owned by the bank, is car-
Tled by the bank at $50,000, that the bank proposes to pay
the mortgage of $125,000 outstanding against the bank build-
ng and to set the building up on its books at an amount not

© exceed $165,000, and to liquidate the East Liberty Realty
Ompany, _

"In view of all the circumstances and the favorable
TeCommendation of your Executive Committee, the Board grants
Permission to the Dormont Savings & Trust Company to acquire
the bangk building and to set it up on its books at an amount ’
10t to exceed $165,000, in accordance with the plan submitted, ,
Provided the transaction is approved by the appropriate State

trang
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"authorities. In this connection, it is understocd that
Jou have discussed the matter with the State authorities
and that, they feel the plan warrants approval inasmuch as
1t is not actually a new undertaking but a restatement of
&1 existing situation.

"Under the provisions of membership condition num-
bereq 17, the bank is reguired to cause the East Liberty
Realty Company to make adequate provision for depreciation

banking rremises in annual amounts not less than two per
¢ent of the carrying value thereof, and the Board's approval
°f the transaction is given with the understanding that, as
indicateq by the bank, it will continue, after the acquisi-
1on of the property, to make provision for such deprecie- i
1ion o \

"In view of the large investment in banking premises
&nd other real estate and the gradual but substantial in-
Crease in deposits, it is understood that you intend to urge
the bank to obtain additional capital. Please keep the Board
3dvised of the progress made in this connection."

Approved unanimously.
Letter to Mr. A. R. Olson, Vice Presicdent, The First National
°f Beresford, Beresford, South Dakota, reading as follows:

"This refers to your letter of November 17, 1936, ad-
dresseq to the Federal Deposit Insurance Corporation re-
g?rding the question whether your bank may pay a time cer-

ificate of deposit before maturity. In view of the fact

&% your letter appears to involve a question arising un-
der Regulation Q of the Board of Governors of the Federal
€serve gystem, such letter has been referred by the Federal
rePESit Insurance Corporation to the Board of Governors for p
eply,
’ "It appears from your letter that your bank recently
188ued to the guardian of & minor a time certificate of de- s
POsit in the amount of 46,350 payable two years after date.

U also state that a new guardian has since been appointed

Or the minor and that the new guardian threatens suit
8gainst, your bank unless the certificate for §6,350 is can-
Celed, the amount of $1,350 is paid to him in cash, and a
nez certificate for $5,000 is issued payable one year after

ate,

"The thirteenth paragraph of section 19 of the Federal ;
ReserVe Act, provides that no member bank shall pay any time

oo
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aigp9sit before its maturity except upon such conditions

2 in accordance with such rules and regulations as may

5 Prescribed by the Board of Governors of the Federal Re-
;izve System. Pursuant to this provision of the law, sec-
whe? 4§d).of Regulation Q provides that, in an emergency
POSiz it is necessary to prevent great hardship to the de-
po='tor’ a member bank mey pay before meturity a time de-
ge;t or the portion thereof necessary to meet such emer-
Scr.{_provided the depositor shall sign an application de-
andltlng fully the circumstances constituting the emergency
the bh&t the application shall be approved by an officer of
N¥ ban? who shall certify that to the best of his knowledge

elief the statements in the application are true. '

"It does not cleerly appear from your letter whether \
re thlp would be caused to the minor in this case by fail- ‘
e © pay the certificate of deposit before maturity.
notevi?’ in the circumstances, the Board of Governors will
pri o JGCF to the payment of such certificate of deposit
Catci’r to its meturity, provided the bank obtains an appli-
s on from the depositor and otherwise complies with the
Provisions of section 4(d) of Regulation Q.

thi "If you should have any further inquiries regarding

e S matter or any similar metter, it is suggested that you
whlflmunlcate with the Federal Reserve Bank of linneapolis,

1ch will be gled to consider your inguiries."

hargg

Approved unanimously.

Thereupon the meeting adjourned. -

Secretery. (






