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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Friday, August 19, 1938, at 10:30

a. in

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary-
Mr. Thurston, Special Assistant to

the Chairman
Mr. Smead, Chief of the Division of

Bank Operations
Mr. Dreibelbis, Assistant General Counsel
Mr. Thomas, Assistant Director of the

Division of Research and Statistics
Mr. Piser, Senior Economist in the Divi—

sion of Research and Statistics

There were presented telegrams to Mr. Young, President of

the Federal Reserve Bank of Boston, Messrs. Kimball, Hays and Young,

Secretaries of the Federal Reserve Banks of New York, Cleveland and

Chicago, respectively, Mr. Stewart, Secretary of the Federal Reserve

la4n1  of St. Louis, Mr. Thomas, Chairman of the Federal Reserve Bank

Of
'"sae City, and Mr. Sargent, Secretary of the Federal Reserve Bank

of sa
Francisco, stating that the Board approves the establishment

without change by the Federal Reserve Bank of San Francisco on August

16, by the Federal Reserve Banks of New York, Cleveland, Chicago,

Ka yl
8a8 City and San Francisco on August 19, 1938, and by the Federal

Re8el've Banks of Boston and St. Louis today, of the rates of discount

44(i Purchase in their existing schedules.

Approved unanimously.
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Prior to the meeting there had been sent to the members of

the Board copies of a memorandum dated August 18, 1938, from Mr.

Bmead relating to some of the problems being considered by the

Standing Committee on Collections of the Conference of Presidents
in connection with certain proposed modifications in present prac-

tices of the Federal reserve banks in handling cash items with a

View to giving member banks greater service with respect to such

items- The questions presented by the memorandum were discussed

in vi" of the fact that Mr. Smead expected to be present at a

meeting of the Committee at Richmond next Tuesday, buL no action

was takeh by the Board.

At this point Messrs. Thurston, Smead, Dreibelbis, Thomas

Piser left the meeting.

Thereupon the action stated with respect to each of the mat-

ters hereinafter referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

ral Reserve System held on August 17, 1968, were approved unani-

Fede

na0usly.

Letter dated August 18, 1958, to the board of directors of
_
' Oxford Savings Bank", Oxford, Michigan, stating that, subject
to eo

ndltions of membership numbered 1 to 3 contained in the Board's
Re

ation H and the following special condition, the Board approves
the b_

"1414t3 application for membership in the Federal Reserve System
4/Id f,
'r the appropriate amount of stock in the Federal Reserve Bank
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of Chicago:

"4. Such bank shall make adequate provision for deprecia-
tion in its banking house and furniture and fixtures."

-0-

Approved unanimously, together with a
letter to Mr. Schaller, President of the
Federal Reserve Bank of Chicago, reading as
follows:

"The Board of Governors of the Federal Reserve S.I stem
approves the application of 'The Oxford Savings Bank',
Oxford, Michigan, for membership in the Federal Reserve Sys-
tem, subject to the conditions prescribed in the inclosed
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 Commissioner of
the Banking Department for the State of Michigan for his in-
formation.

"It has been noted that the bank has been granted trust
Powers but that such powers are not being exercised. There-
fore, the application has been approved on the same basis as
if the bank did not have trust powers, and should it desire
in the future to exercise its trust powers, application for
permission to do so should be made to the Board in accord-
ance with the provisions of condition of membership numbered
1.

"There are listed in the confidential section of the re-
port of examination for membership several savings accounts
which do not appear to conform to the definition of savings
deposits as contained in the Board's regulations, and it is
assumed, of course, that in the event the bank completes its
membership, such accounts will be brought into conformity
with the regulations.

"It has been noted further, that your counsel has pointed
out that a copy of the bank's original articles of incorpora-
tion was not submitted with its application but has stated
that such a copy would not seem to be essential, in view of
the Certificate which was executed on July 1, 1889, placing
the bank under the provisions of section 60 of Act No. 205 of
the Laws of 1887, and the Certificate of the State Banking
Commissioner, dated July 18, 1889, authorizing the bank to
continue the business of banking. In this connection, how-
ever, it has been noted also that, in December, 1920, the
bank amended article 'Third' of its original articles of in-
corporation so as to increase its capital to $50,000, whereas
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"the provisions of the Certificate of July 1, 1889 relat-
ing to capital are contained in article 'Fourth' thereof.
In the circumstances, while it is assumed that the orig-
inal articles were properly amended, it would seem desir-
able to have a copy of the original articles among the
Board's records. Accordingly, it will be appreciated if
You will obtain and forward such a copy, if it is avail-
able."

Letter to the board of directors of the "First-Citizens Bank

and Trust Company", Greencastle, Indiana, stating that, subject to

conditions of membership numbered 1 to 4 and 6 contained in the Board's

Regulation H, and the following additional conditions, the Board ap-

Proves the bank's application for membership in the Federal Reserve

8Ystem and for the appropriate amount of stock in the Federal Reserve

Bank of Chicago:

H5.

I18.

tal

Such bank, except as permitted in the case of na-

tional banks exercising fiduciary powers, shall
not invest collectively funds held by the bank as

fiduciary and shall keep the securities and invest-

ments of each trust separate from those of all

other trusts and separate also from the properties
of the bank itself.

Such bank shall make adequate provision for depre-

ciation in its banking house and furniture and fix-

tures.

Prior to admission to membership, such bank, if it
has not already done so, shall charge off or other-
wise eliminate estimated losses of $24,688.08, as
shown in the report of examination of such bank as
of July 18, 1938, made by an examiner for the Fed-

eral Reserve Bank of Chicago."

The letter also contained the
following special comments:

"It has been noted that the bank has outstanding capi-

stock and debentures aggregating $174,600, which is in
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"excess of the figure at which the capital accounts are
enown on the books of the bank. In this connection, the
Board feels that the bank should, as soon as practicable,
take such action within its power as may be necessary to
cause its sound assets to equal at least the amount of
its liabilities to depositors and other creditors and the
par value of its outstanding capital stock and debentures.
Such adjustments may be effected through conservation of
earnings of the bank, through reduction of its outstand-
lng common capital stock, if and when such reduction may
be accomplished under the applicable provisions of State
law) or through such other means as may be within the
Power of the bank."

Approved unanimously, together with
a letter to Mr. Schaller, President of the
Federal Reserve sank of Chicago, reading
as follows:

"The Board of Governors of the Federal Reserve System
approves the application of the 'First-Citizens Bank and
Trust Company', Greencastle, Indiana, for membership in
the Federal Reserve System, subject to the conditions pre-
scribed in the inclosed 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 Director, Department of Financial Institu-
tions for the State of Indiana for his information.

"It is understood that the laws of the State of Indiana
Prohibit the bank from pledging its assets as security for
trust funds deposited in its banking department and that
trust funds so deposited are preferred claims in event of
liquidation of the bank. ikhile standard condition of mem-
bership numbered 6 has been prescribed in order that its
Provisions may be invoked at any time in the future if
necessary , you are authorized to waive comoliance with the
condition until further notice in accordance with the gen-
eral authorization previously granted by the Board with
which you are familiar.

"You are, of course, aware that, since the sound
value of the bank's assets is less than its total liabil-
ities, including outstanding common stock and capital
debentures sold to the Reconstruction Finance Corpora-
tion, the bank would not be eligible for membership in
the Federal Reserve System unless the Board, under the
discretionary power vested in it by section 345 of the
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"Banking Act of 1965, deemed the bank's caDital to be un-
impaired. The Board deems the bank's capital to be unim-
Paired within the meaning of that section, but in this
connection, attention is called to the fact that stock
Of the Federal Reserve bank should be issued to the ao-
Plicant on the basis of a capital of $174,600, the total
of the par value of its common stock and capital deben-
tures."

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

Insurance Corporation, reading as follows:

"The Coopersville State Bank, Coopersville, Michigan,
was admitted to membership June 11, 1936, subject to the
following condition, among others:

'6. Prior to the expiration in December 1937 of
the depositors' agreement entered into in
connection with the reorganization of the
bank in 1932, the aggregate of the bank's
capital stock and surplus shall be increased
to not less than $500000.'

The condition was prescribed after discussion with members
of your staff in order to support the position which the
Corporation had taken in attempting to obtain an increase
In the bank's capital account. In view of the interest of
Your Corporation in the matter this is to inform you that
the time for compliance with the condition has been ex-
tended until December 31, 1968.

"Since the increase as required under the condition
was not effected within the time specified, the matter was
taicen up with the bank,v,hich thereupon made application
to the Reconstruction Finance Corporation to purchase
$10,000 preferred stock. The Reconstruction Finance Cor-
Poration, however, declined to make the purchase and, we
have been informed, that when reconsideration was requested
the Reconstruction Finance Corporation advised that they
were not prepared to approve an application for the pur-
chase of stock in the bank simply to furnish a satisfactory
ratio of capital to deposits. The bank then requested that
the time within which it might comply with the condition be
extended until the end of the year and the managing officer
of the bank has stated that he is confident that profits
Will be sufficient to take care of the increase by that
time and, if not, that steps can be taken before the end
of the year to sell stock locally.

"The Board has granted the extension with the express
understanding, however, that no further extensions will be
granted and that the bank shall promptly take such steps as
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Hare necessary to insure that the increase agreed upon
will be effected by the end of the year. The Reserve
bank has been requested to obtain from the Coopersville
State Bank a confirmation of the understanding of the
terms under which the extension has been granted and
to advise the Board monthly as to the situation and the
steps taken to effect compliance with the condition."

Approved unanimously.

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

Insurance Corporation, reading as follows:

illg

"In view of the absence of Chairman Eccles I am send-
You herewith, in response to your letter of August 6,

memorandum of suggestions in connection with the form
and instructions which the Federal Deposit Insurance Cor-
poration proposes to use in calling upon all insured banks
for a summary of deposits as of September 21, 1958. All of
the suggestions are of a technical nature and do not in any
way affect the substance of the proposed form of report."

Approved unanimously.

Letter to the Presidents of all Federal reserve banks, read-

as follows:

"A conference of the heads of the bank examination
departments of the Federal reserve banks in Washington is
Planned for this fall, probably about the second week in
October but the exact dates will be announced later. It
is suggested that each reserve bank be represented at the
conference by the vice-president in charge of the bank ex-
amlnation department and the chief examiner or a senior
examiner. Other representatives, of course, may also be
sent if a reserve bank so desires. It is not planned, how-
ever, to hold a conference of trust examiners at this time
or to devote much of the time of the conference to ques-
tions relating to the examination of trust departments.
. "The major questions for consideration and discus-
sion, it is anticipated, will relate to the agreement
regarding the revised examination procedure as announced
by the Secretary of the Treasury, measures necessary to
make the agreement effective, and experience with the
revised form of report of examination which is to be put
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"into use September 1. It is requested that specific ques-
tions regarding such matters and any other suggested topics
for discussion at the conference be forwarded by September
17 to Mr. Paulger."

Approved unanimously.

Mr. Morrill reported that Sir Herbert Marler, Canadian Minister,

"d Mr. J. A. C. Osborn, Deputy Governor of the Bank of Canada, were

guests of members of the Board at luncheon in the Board's dining room

Yesterday, and suggested that the Board authorize the payment of the

cost of the two lunches.

APProv

Approved unanimously.

Thereupon the meeting adjourned.

Vic Chairman.
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