
A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Tuesday, November 7, 1939, at 11:30

a. ra,

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

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

The action stated with respect to each of the matters herein-

after referred to was taken by the Board:

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

Pederal Reserve System held on November 3, 1939, were approved unani-

olasly,

Memorandum dated October 24, 1939, from Mr. Goldenweiser,

Director of the Division of Research and Statistics, recummending

that, for the reason stated in the memorandum, Mrs. Beatrice S.

131cl'Il1n) a comptometer operator in the Division of Bank Operations,

be transferred to the Division of Research and Statistics, with no

change in her present salary at the rate of pl,62O per annum, and

that her title be changed to clerk, effective immediately. The men-

Stated that Kr. Smead, Chief of the Division of Bank Opera-

ti011e, concurred in the recommendation.

The recommendations were approved

unanimously.
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Memorandum dated October 26, 1939, from Mr. Morrill recommend-

ing, for the reasons stated in the memorandum, that (1) Reginald C.

Power, guard, be transferred to the position of junior operator, office

devices, effective immediately, with no change in his present salary

at the rate of $1,500 per annum, but with the understanding that he

will be recommended for an increase to ,;1,620 per annum as soon as he

has demonstrated his ability to discharge the duties of the position

satisfactorily; (2) Lee W. Langharn, elevator operator, be promoted to

the position of guard, with salary at the rate of U,380 per annum,

effective immediately, with the understanding that if his work in the

new Position during the next six months is entirely satisfactory a

fUrther recommendation will be submitted asking that his salary be in-

creased to a,500 per annum; and (3) Norbert C. Treacy be appointed

48 an elevator operator in the Secretary's Office, with salary at the

l'ate of '1,200 per annum, effective as of the date upon which he en-

Upon the performance of his duties after having passed satisfac-

t°rilY the usual physical examination.

The recommendations were approved
unanimously.

Memorandum dated November 6, 1939, from Mr. Smead, Chief of

the ,J1vision of Bank Operations, submitting a letter dated November

2 fr°rn Mr. McLarin, First Vice President of the Federal Reserve Bank

" Atlanta, which requested approval by the Board of a change in the

Personnel classification plan of the Birmingham Branch of the bank
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to provide for an increase from ',,1,800 to ;2,100 per annum in the max-

1=i1 salary for the position of "General Clerk" in the Fiscal Agency,

Oustodianship and Depositary (R.F.C. Custody) Department. The memo-

randum stated that the proposed change had been reviewed and recom-

Mended that it be approved.

Approved unanimously.

Letter to the board of directors of "The Citizens Banking

C01mPany", Sandusky, Ohio, stating that, subject to conditions of mem-

bership numbered 1 to 3 contained in the Board's Regulation II, and

tIte fallowing special condition, the Board approves the bank's appli-

cation for membership in the Federal Reserve System and for the ap-

PoPriate amount of stock in the Federal Reserve Bank of Cleveland:

"4. Such bank shall make adequate provision for de-
preciation in its furniture and fixtures."

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

"The Board of Governors of the Federal Reserve Sys-
tem app roves the application of 'The Citizens Banking
Company', Sandusky, Ohio, for membership in the Federal
Reserve System, subject to the conditions prescribed in
the enclosed letter which you are requested to forward to
the Board of Directors of the institution. Two copies of
Such letter are also enclosed, one of which is for your
files and the other of which you are requested to forward
to the Superintendent of Banks for the State of Ohio for
his information.

"The Admission Committee recommends a condition of
membership to require the elimination of total losses clas-
sified in the report of examination for membership. In
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"this connection, however, ;;24,000 of the estimated losses
represent accrued and unpaid interest on capital debentures.
This, of course, should be reported against item 33(a) in
call reports of condition and a requirement that the in-
terest be paid or charged to undivided profits and credited
to miscellaneous liabilities does not seem appropriate.
The examiner reports that the other estimated losses were
charged off during the examination, and accordingly a con-
dition regarding elimination of losses has not been pre-
scribed.

"In connection with the bank's capital debentures
held locally, it will be recalled, of course, that deben-
tures not held by the Reconstruction Finance Corporation
are not to be taken into consideration in figuring the
number of shares of Federal Reserve Bank stock to be is-
sued to a member bank."

Letter to the board of directors of "The State Savings Bank

Com-11814y", Maumee, Ohio, stating that, subject to conditions of member-

shiP numbered 1 to 3 contained in the Board's Regulation H, and the

following special condition, the Board approves the bHnk's application

for membership in the Federal Reserve System and for the appropriate

%lount of stock in the Federal Reserve Bank of Cleveland:

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

Approved unanimously, together with
a letter to Mr. Fleming, President of the
Federal Reserve Bank of Cleveland, read-
ing as follows:

"The Board of Governors of the Federal Reserve Sys-
approves the application of 'The State Savings Bank

Company', Maumee, Ohio, for membership in the Federal Re-
serve System, subject to the conditions prescribed in
the enclosed letter which you are requested to forward
to the board of directors of the institution. Tv,q3, copies
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"of such letter are also enclosed, one of which is for
your files and the other of which you are requested to
forward to the Superintendent of Banks for the State of
Ohio for his information.

"it is assumed that the matter of reducing an exces-
sive balance with a nonmember bank will be followed to a
conclusion."

Letter dated November 6, 1939, to the board of directors of

"The Vandalia State Bank", Vandalia, Ohio, stating that, subject to

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

Regulation H and the following special condition, the Board approves

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

6L4d for the appropriate amount of stock in the Federal Reserve Bank

Of Cleveland:

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

Approved unanimously for transmis-
sion through the Federal Reserve Bank of
Cleveland.

Letter to/tr. Swanson, Vice President of the Federal Reserve

/31111k of Minneapolis, reading as follows:

"Reference is made to your letter of October 26,
1939, submitting various documents with respect to the
Purchase of assets and assumption of deposit liabilities
Of the Montana State Bank, Philipsburg, Montana, by the
Metals Bank & Trust Company, Butte, Montana, which was
effected on October 14, 1939.

"From the information submitted it appears that the
transaction did not involve any change in the general
Character of assets or broadening in the functions exer-
cised by the member bank within the meaning of condition
numbered 7, under which the bank was admitted to member-
ship.
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"Incidentally it has been noted that the first ad-
vice of this transaction was submitted on Form B-12 as of
October 18, 1939, which was subsequent to the date on which
the transaction was effected. Inasmuch as the acquisition
Of other institutions through merger, consolidation or
purchase may result in a change in the character of assets
or scope of corporate powers exercised by the member bank
within the meaning of the general condition of membership
it is suggested that information regarding such transac-
tions be submitted to the Board for review as promptly
as possible together with your recommendation."

Approved unanimously.

On October 9, 1939, Mr. Gidney, Vice President of the Federal

/Zeserve Bank of New York, submitted the application received from The

National City Bank of New York, New York, New York, for permission to

establish a second branch of the bank in Shanghai, China, and recam-

ended that it be approved. Advice was subsequently received from

the Secretary of State and the office of the Comptroller of the Cur-

l'eucY, in response to the Board's inquiry of October 16, 1939, that

they knew of no objection to the Board granting the application.

Accordingly, the following order was

adopted by the Board:

"WHEREAS The National City Berk of New York has
made application to the Board of Governors of the Federal
ileserve System, pursuant to the provisions of section 25
Of the Federal Reserve Act, for permission to establish
an additional branch to be located in the French Conces-
sion, Shanghai, China; and

"WHEREAS it appears that the said bank may properly
be authorized to establish an additional branch to be
located in the French Concession, Shanghai, China;

"NOW, THEREFORE  IT IS ORDERED that The National
City Bank of New York be and it hereby is authorized to

establish an additional branch to be located in the French

Concession, Shanghai, China, upon the condition that unless
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"the branch hereby authorized is actually established and
Opened for business on or before November 1, 1940, all
rights hereby granted as to such branch shall be deemed
to have been abandoned and the authority hereby granted
as to it shall automatically terminate; but, if the branch
shall be established and opened for business on or before
said date, the said bank may operate and maintain the
same subject to the provisions of section 25 of the Fed-
eral Reserve Act."

In connection with the above mat-
ter, the following letter to Mr. Gidney,
Vice President of the Federal Reserve
Bank of New York, was also approved unani-
mously:

"Reference is made to your letter of October 9, 1939,
transmitting the application of The National City Bank of
New York for permission to establish an additional branch
at Shanghai, China.

"Pursuant to the provisions of section 25 of the Fed-
eral Reserve Act, the Board of Governors of the Federal Re-
serve System has authorized The National City Bank of New
York to establish an additional branch to be located in
the French Concession, Shanghai, China, upon the condition
that the branch be actually established and opened for
business on or before November 1, 1940.

"There is enclosed herewith a certified copy of the
order adopted by the Board authorizing the establishment
Of the additional branch which you will please deliver to
the bank. There is also enclosed a copy of the order for
Your files. It will be appreciated if you will advise
the Board of the date the branch is actually established
and opened for business and also of the exact location of
the branch."

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

°r New 'York, reading as follows:

"This refers to your letter of October 27, 1939, trans-
!flitting the application of 'The Mount Vernon Trust Company',
tieunt Vernon, New York, for permission of the Board of Gov-

ernors, pursuant to the requirements of condition of mem-

bership numbered 9, to reduce its common capital from
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%1,500,000 to P00,000 as a part of a plan for rearrang-
ing its capital structure. You advise that the plan also
contemplates that 4,500,000 capital debentures presently
held by the Reconstruction Finance Corporation will be
exchanged by the Corporation for preferred stock with a
par value of $750,000 and retirable at 0.,500,000, and
that upon the consummation of the plan the arrearages of
interest will be paid.

"In accordance with your recommendation, the Board
of Governors of the Federal Reserve System approves the
application of The Mount Vernon Trust Company, Mount Vernon,
New York, for permission to reduce its common capital from
4,500,000 to $300,000, provided that no part of the funds
released by the reduction Shall be returned to stockholders
but shall be used to increase the bank's surplus, undivided
profits and reserve accounts and to provide for the elimi-
nation of unsatisfactory assets; and for permission to
exchange with the Reconstruction Finance Corporation the
4,500,000 of capital debentures presently held by the
Corporation for preferred stock with a par value of 050,000
and retirable at 1,500,000. The approval is given in
order that the capital adjustment plan as outlined in the
bank's letter of October 18, 1939 to the Board and your
letter of October 27, 1939 to the Board may be consummated.
It is assumed that the proposed adjustments in the capital
of the bank have, or will receive, the approval of the New
York State Banking Department.

"It is understood that the plan meets with the approval
of the Reconstruction Finance Corporation, which has been
insistent on the payment of accrued interest on its hold-
ings of debentures issued by the bank and that the situa-
tion has been discussed informally with representatives of
the Federal Deposit Insurance Corporation who indicated
that they saw no reason to interpose any objection to the
plan.

"It will be appreciated if you will advise the Board
when the adjustments of capital have been consummated, to-
gether with full information regarding the elimination of

unsatisfactory assets through chargeoffs and the establish-
ment of valuation reserves."

Approved unanimously.

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

°I' Chicago, reading as follows:
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"Receipt is acknowledged of your letter of October
27, addressed to Mr. Paulger, outlining the reasons for
permitting the Exchange State Bank, Lanark, Illinois, to
be admitted to membership without complying with the re-

quirements of a condition of membership prescribed by the
Board and giving assurance that a similar situation will
not arise in the future.

"You state that in view of certain circumstances,
YOU felt forced to take a broad view of the matter and
that you were not in a position to demand that the salary

agreenent with Mr. Verbest for the year 1939 be terminated

immediately. You report, however, that the cashier of
the bank has advised that he is confident that an adjust-
ment in the salary matter will be made for the year 1940.

"The Board trusts that an entirely satisfactory ad-

justment of the matter will be made at the annual meeting
of the bank in January, if not before, and is relying upon
the Federal Reserve Bank to see that this is accomplished."

Approved unanimously.

Letter to Mr. Worthington, First Vice President of the Federal

Reserve Bank of Kansas City, reading as follows:

"Reference is made to your letter of October 20 re-
garding the examination program for the current year. It
is noted that you expect to complete examinations of all

State member banks during the calendar year with the ex-

ception of the Oklahoma State Bank, of Ada, Oklahoma, which
You propose to examine early in the spring of 1940, if

Permitted to defer the examination until that date. It
is understood that the reason for the request is in order
to accommodate the Oklahoma State Banking Department.

"In view of the condition of the bank as reflected
in the report of examination made as of November 29, 1938,
by your examiner, the Board will interpose no objection to
Your plan of deferring the examination until early spring.
It is hoped, however, that the schedules will be so co-

ordinated next year that no exception to the general policy
Of making an examination of each State member bank at least
once during the calendar year will be necessary."

Approved unanimously.
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Letter to Mr. Pounds, Vice President of the Federal Reserve

Bank of New York, reading as follows:

"Reference is made to your letter of October 24,
1939, which forwarded photostatic copies of relevant in-
struments and discussed certain questions connected with
the execution of an agreement by the Swiss Bank Corpora-
tion, Basle, Switzerland, pursuant to section 8(a) of the
Securities Exchange Act of 1934.

"As indicated in your letter, the agreement on Form
F. R. T-2 appears to be in proper form except for the fact
that it has been executed by Dr. Max Staehelin, Chairman
of the Board of Directors, rather than by Maurice Golay,
General Manager of the Bank, as specified in the certified
resolution adopted by the Board of Directors on October
3, 1939. The second instrument purports to constitute the
execution by Mr. Golay of the agreement on Form P.R. T-2.
You state that White & Case, Esq., 14 Wall Street, New
York City, counsel to the Swiss Bank Corporation, have
advised that, in their opinion, by virtue of these in-
struments a valid agreement on Form P.R. T-2 has been ex-
ecuted by duly authorized officers of Swiss Bank Corpora-
tion and is bindinc on the corporation.

"It is noted that you also were informed by Messrs.
White 8c. Case that Mr. Golay is expected to be in New York
SOON, at which time he will call upon you and sign the
agreement on Form F.R. T-2, so that his signature will
appear thereon as well as that of Dr. Staehelin; and that
when he executes the duplicate originals you will forward
au original counterpart to the Board.

"In the circumstances it seams that Swiss Bank Cor-
poration should, as indicated by your issuance to the cor-
poration of a certificate on Form F.R. T-3, properly be
considered as having filed en effective agreement under
section 8(a) of the Securities Exchange Act of 1934; and
the name of the corporation is accordingly being added
to the list of nonmember banks that have in force such
agreements with the Board."

Approved unanimously.

Memorandum dated October 31, 1939, from Mr. Goldenweiser, Di-

l'eet°1' of the Division of Research and Statistics, reading as follows:
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"There are requests from time to time from various
individuals for data on the amount of gold under earmark
in this country. Since the Bulletin publishes the figures
regularly and changes from week to week are given out by
the Department of Commerce, I see no reason why the Board
Should not, in response to inquiries, give out weekly totals,
Which can be derived from official sources in any case. We
Propose to do so, unless the Board objects."

The proposed procedure outlined in
the memorandum was approved unanimously.

Memorandum dated October 24, 1939, froinMr. Wingfield, kssistant

Gelleral Counsel, recommending that, for the reasons stated in the memo-

the Board's Regulation F, Trust Powers of National Banks, be

emended as set forth in the memorandum.

In accordance with Mr. Wingfield's
recommendation the following resolution
was adopted by unanimous vote:

RESOLVED, That effective November
20, 1939, Regulation F, Trust Powers of
National Banks, be amended in the follow-
ing respects:

1. At the end of the caption of section 11 insert
the figure "12" as a designation for a footnote and in-
eert the following footnote at the bottom of the page on
Which such caption appears:

""The requirements of this section shall
not be deemed to prohibit the making of any in-
vestments or the carrying out of any transac-
tions which are expressly required by the
instrument creating the trust or are specifi-
cally authorized by court order."
2. After the word "interests" in subsections (a)

and (b) of section 11, insert the figure "13" as a desig-
nation for a footnote and the following footnote at the
bottom of the page on which such word appears:

"13Under recognized principles of sound

practice regarding the handling of trust assets,
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"a trustee or other fiduciary should not have
any interest, direct or indirect, in the assets
of a trust except as a fiduciary; and the re-
quirements of this section contemplate that the
national bank will not invest trust funds in the
stock or obligations of, or property acquired
from, any organization in which officers, direc-
tors, or employees of the bank have such an in-
terest as might affect the exercise of the best
judgment of the management of the bank in in-
vesting trust funds and that the national bank
will not sell or transfer trust assets to any
organization in which the officers, directors,
or employees of the bank have such an interest
as might affect the exercise of the best judg-
ment of the management of the bank in selling
or transferring trust assets."
3. Strike out the figure "12" designating a footnote

at the end of subsection (a) of section 11, together with
footnote 12, and change the footnote numbering throughout
the remainder of the regulation so as to conform to the
above amendment.

4. In subsection (a) of section 17 and in the foot-
note 16 thereof, strike out the words "Revenue Act of 1936"
and insert in lieu thereof "Internal Revenue Code".

Memorandum dated October 10, 1939, from Mr. Wingfield, Assistant

G'enerel Counsel, recommending that, for the reasons stated in the memo-

rand
, the Board's Regulation H, Membership of State Banking Institu-

Ii°118 in the Federal Reserve System, be amended as set forth in an

"tachment to the memorandum and that it be reprinted in the amended

form.

In accordance with Mr. Wingfield's

recommendation the following resolution

was adopted by unanimous vote:

RESOLVED, That effective November

20, 1939, Regulation H, Membership of

State Banking Institutions in the Fed-

eral Reserve System, be amended to read

as follows:
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"REGULATION H

As Amended, Effective November 20, 1939

TAEKBERSHIP OF STATE BANKING INSTITUTIONS IN THE
FEDERAL RESERVE SYSTEM

"AUTHORITY FOR REGULATION

"This regulation is based upon and issued pursuant to
Provisions of section 9 of the Federal Reserve Act and re-
lated provisions of law.

"SECTION 1. DEFINITIONS

"For the purposes of this regulation--
"(a) The term 'State bank' means any bank or trust

company incorporated under a special or general law of a
State or under a general law for the District of Columbia,
any mutual savings bank (unless otherwise indicated), and
any Morris Plan bank or other incorporated banking institu-
tion engaged in similar business.'

"(b) The tern 'mutual savings bank' means a bank with-
out capital stock transacting a savings bank business, the
net earnings of which inure wholly to the benefit of its
depositors after payment of obligations for any advances
by its organizers, and in addition thereto includes any
Other banking institution the capital of which consists
Of weekly or other time deposits which are segregated from
ail other deposits and are regarded as capital stock for
the purposes of taxation and the declaration of dividends.

"(c) The term 'Board' means the Board of Governors of
the Federal Reserve System.

9-Under the provisions of section 19 of the Federal
Reserve Act, national banks, or banks organized under local
laws, located in Alaska or in a dependency or insular pos-
session or any part of the United States outside the conti-
nental United States are not required to became members of
the Federal Reserve System but may, with the consent of the
Board, become members of the System. However, this Regula-
tion H is applicable only to the admission of banks eligible
for admission to membership under section 9 of the Federal
Reserve Act and does not cover the admission of banks eli-
gible under section 19 of the Act. Any bank desiring to be
admitted to the System under the provisions of section 19
should communicate with the Federal Reserve hank with which
IA desires to do business.
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"(d) The term 'board of directors' means the governing

board of any institution performing the usual functions of
a board of directors.

"(e) The term 'Federal Reserve bank stock' includes the

deposit which may be made with a Federal Reserve bank in

lieu of a subscription for stock by a mutual savings bank

Which is not permitted to purchase stock in a Federal Re-
serve bank, unless otherwise indicated.

"(f) The terms 'capital' and 'capital stock' mean com-
mon stock, preferred stock, and legally issued capital notes
and debentures purchased by the Reconstruction Finance Cor-

poration which may be considered capital and capital stock

for purposes of membership in the Federal Reserve System
under the provisions of section 9 of the Federal Reserve
Act.

"SECTION 2. ELIGIBILITY REQUIREKENTS

"tinder the terms of section 9 of the Federal Reserve
Act, as amended, to be eligible for admission to membership
in the Federal Reserve System--

"(1) A State bank, other than a mutual savings
bank, must possess a paid-up, unimpaired2 capital
sufficient to entitle it to become a national bank-
ing association in the place where it is situated

"2Section 345 of the Banking Act of 1935 provides in
Part that: 'If any part of the capital of a national bank,
State member bank, or bank applying for membership in the
Federal Reserve System consists of preferred stock, the de-
termination of whether or not the capital of such bank is
impaired and the amount of such impairment shall be based
Upon the par value of its stock even though the amount which
the holders of such preferred stock shall be entitled to
receive in the event of retirement or liquidation shall be
in excess of the par value of such preferred stock. If any
Such bank or trust company shall have outstanding any capital
notes or debentures of the type which the Reconstruction
Finance Corporation is authorized to purchase pursuant to
the provisions of section 304 of the Emergency Banking and
Bank Conservation Act, approved March 9, 1933, as amended,
the capital of such bank may be deemed to be unimpaired if

the sound value of its assets is not less than its total
liabilities, including capital stock, but excluding such

capital notes or debentures and any obligations of the bank

expressly subordinated thereto.'
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"under the provisions of the National Bank Act, ex-
cept in the following circumstances, in which case
such a bank may be admitted to membership with a les-
ser capital as indicated:

"(A) Any such institution organized Prior
to June 16, 1933 (the date of the approval of

the Banking Act of 1933) situated in a Place
the population of which does not exceed 3,000
inhabitants and at the time of admission having
a capital of not less than Z,25,000;

"(B) Any such institution (whether or
not organized prior to June 16, 1933) situ-
ated in a place the population of which does
not exceed 3,000 inhabitants and which at the
time of admission is entitled to the benefits
of insurance under section 12B of the Federal
Reserve Act and has a capital of not less than
.'425,000.
"(2) A mutual savings bank must possess surplus

and undivided profits not less than the amount of cap-
ital required for the organization of a national bank
in the place where it is situated.

"(3) The minimum capital required for the organi-
zation of a national bank, referred to hereinbefore in

connection with the capital required for admission to
membership in the Federal Reserve System, is as follows:

If located in a city or town with a population- Minimum
Capital

Not exceeding 6,000 inhabitants .  
Exceeding 6,000 but not exceeding 50,000
inhabitants  

Exceeding 50,000 inhabitants (except as stated
below)  

In an outlying district of a city with a
Population exceeding 50,000 inhabitants; pro-
vided State law permits organization of
State banks in such location with a capital
Of 4100,000 or less  

50,000

100,000

200,000

100,000

"SECTION 3. INSURANCE OF DEPOSITS

"Any State bank becoming a member of the Federal Reserve

SYstem after the date of the enactment of the Banking Act of
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"1935 (August 23, 1935) and Which is not at the time an
insured bank under the Provisions of section 12B of the
Federal Reserve Act, will became an insured bank under
the provisions of that section on the date upon which it
becomes a member of the Federal Reserve System.3 In the
case of an insured bank which is admitted to membership
In the Federal Reserve System, the bank will continue to
be an insured bank.

"SECTION 4. APPLICATION /OR MEABERShaP

"(a) State bank, other than a mutual savings bank. -
A State bank, other than a mutual savings bank, applying
for membership, shall make application on Form 83A to the
Board for an amount of capital stock in the Federal Reserve
bank of its district equal to six per cent of the paid-up
capital stock and surplus of the applying institution.

"(b) Mutual savings bank. - A mutual savings bank ap-
plying for membership shall make application on Form 83B
to the Board for an amount of capital stock in the Federal
Reserve bank of its district equal to six-tenths of one
Per cent of its total deposit liabilities as shown by the
most recent report of examination of such institution pre-
ceding its admission to membership, or, if such institution
be not permitted by the laws under which it was organized
to purchase stock in a Federal Reserve bank, on Form 830,
for permission to deposit with the Federal Reserve bank an
amount equal to the amount which it would have been re-
quired to pay in on account of a subscription to capital
stock.

rf
-in the case of a State bank which at the time of its

admission to membership in the Federal Reserve System is
not an insured bank, the Board is required under the provi-
sions of subsections (e) and (g) of section 12B of the Fed-
eral Reserve Act to issue a certificate to the Federal Deposit
Insurance Corporation to the effect that the bank is a mem-
ber of the Federal Reserve System and that consideration has
been given to the financial history and condition of the

b/Ink, the adequacy of its capital structure, its future
earnings prospects, the general character of its management,
the convenience and needs of the community to be served by
the bank, and whether or not its corporate powers are con-
sistent with the purposes of section 12B of the Federal Re-
serve Act.
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"(c) Mutual savings bank not authorized to Purchase 

_stock of Federal Reserve bank at time of  admission. - If

a mutual savings bank be admitted to membership on the

basis of a deposit of the required amount with the Federal

Reserve bank in lieu of payment upon capital stock because
the laws under which such bank was organized do not at that

time authorize it to purchase stock in the Federal Reserve

bank, it shall subscribe on Form 83D for the appropriate

amount of stock in the Federal Reserve bank whenever such

laws are amended so as to authorize it to purchase stock

in a Federal Reserve bank.4

"(d) Execution and filing_ of application. - Each ap-

plication made under the provisions of this section and
the exhibits referred to in the application blank shall
be executed and filed, in duplicate, with the Federal Re-

serve bank of the district in which the applying bank is

located.

In
be

•••••••••••

"SECTION 5. APPROVAL OF APPLICATION

"(a) Matters given special consideration b Board. -

passing upon an application, the following matters will

given special consideration:

"(1) The financial history and condition of the

applying bank and the general character of its man-

agement;
"(2) The adequacy of its capital structure and

its future earnings prospects;

"(3) The convenience and needs of the community

to be served by the bank; and

"(4) Whether its corporate powers are consistent

With the purposes of the Federal Reserve Act.

"4Tnhe Federal Reserve Act provides that, if the laws

under which any such savings bank was organized be not

amended at the first session of the legislature following

the admission of the savings bank to membership so as to

authorize mutual savings banks to purchase Federal Reserve

bank stock, or if such laws be so mended and the bank

fail within six months thereafter to purchase such stock,

all of its rights and privileges as a member bank Shall
be forfeited and its membership in the Federal Reserve

System shall be terminated in the manner prescribed in

section 9 of the Federal Reserve Act.
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"(b) Procedure for admission to membership after ap-
proval of application. - If an applying bank conforms to
all the requirements of the Federal Reserve Act and this
regulation and is otherwise Qualified for membership, its
application will be approved subject to such conditions
as may be prescribed pursuant to the provisions of the
Federal Reserve Act. When the conditions prescribed have
been accepted by the applying bank, it should pay to the
Federal Reserve bank of its district one-half of the amount
of its subscription and, upon receipt of advice from the
Federal Reserve bank as to the required amount, one-half
of one per cent of its paid-up subscription for each month
from the period of the last dividend.5 The remaining
half of the bank's subscription shall be subject to call
when deeued necessary by the Board. The bank's member-
ship in the Federal Reserve System shall become effective
on the date as of which a certificate of stock of the
Federal Reserve bark is issued to it pursuant to its ap-
plication for membership or, in the case of a mutual sav-
ings bank which is not authorized to subscribe for stock,
on the date as of which a certificate representing the
acceptance of a deposit with the Federal Reserve bank
in place of a payment on account of a subscription to stock
Is issued to it pursuant to its application for member-
Ship.

"SECTION 6. CONDITIONS OF MEMBtRShaP

"(a) Conditions applicable to all institutions apply-
1112,Spr membershlp_. - Pursuant to the authority contained
In the first paragraph of section 9 of the Federal Reserve
Act, which authorizes the Board to permit applying State
banks to become members of the Federal Reserve System 'sub-
ject to the provisions of this Act and to such conditions
as it may prescribe pursuant thereto,' the Board except
as hereinafter stated, will prescribe the following condi-
tions of membership for each State bank hereafter applying
for admission to the Federal Reserve System, and, in addition,

"5In the case of a mutual savings bank which is not
Permitted by the laws under which it was organized to pur-
chase stock in a Federal Reserve bank, it shall deposit with
the Federal Reserve bank an amount equal to the amount which
IA would have been required to pay in on account of a sub-

scription to capital stock.
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"such other conditions as may be considered necessary or

advisable in the particular case--
"1. Such bank at all times shall conduct its

business and exercise its powers with due regard to
the safety of its depositors, and, except with the

permission of the Board of Governors of the Federal

Reserve System, such bank shall not cause or permit
any change to be made in the general character of
its business or in the scope of the corporate powers

exercised by it at the time of admission to member-

ship.5
"2. The net capital end surplus funds of such

bank shall be adequate in relation to the character
and condition of its assets and to its deposit lia-
bilities and other corporate responsibilities,7 and

"6If, after a  mission of any bank to membership, it
Should desire to make any change in the general character
of its business or in the scope of its corporate powers
exercised at the time of admission, it will be necessary
for it to obtain the permission of the Board before mak-
ing any such change.

"The acquisition by a bank of the assets of another
institution through merger, consolidation, or purchase may
result in a change in the character of its assets or the
scope of its functions within the meaning of condition num-
bered 1, and if at any time a member State bank subject to
such condition anticipates making any such acquisition a
detailed report setting forth all of the facts in connec-
tion with the transaction should be made promptly to the
Federal Reserve bank of the district in which such bank
io located.

"7If at any time, in the light of all the circum-
stances, the aggregate amount of the bank's net capital
and surplus funds appears to be inadequate, the bank, with-
in such period as shall be deemed by the Board to be rea-
sonable for this purpose, shall increase the amount thereof
to an amount which in the judgment of the Board shall be
adequate in relation to the bank's aggregate deposit lia-
bilities and other corporate responsibilities.
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"its capital8 shall not be reduced except with the
permission of the Board of Governors of the Federal
Reserve System.9

"3. Such bank shall not engage as a business
in issuing or selling either directly or indirectly
(through affiliated corporations or otherwise) notes,
bonds, mortgages, certificates, or other evidences of
indebtedness representing real estate loans or par-
ticipations therein, either with or without a guarantee,
indorsement, or other obligation of such bank or an
affiliated corporation.10
"(b) Conditions applicable to institutions exercisinz

tr1,—.1,s1_292._vers. - The Board will also prescribe for each trust
company or State bank exercising trust powers at the time
of its admission to membership the following conditions of
membership which are appropriate for institutions exercis-
ing trust powers:

"4. Such bank shall not invest funds held by
it as fiduciary in stock or obligations of, or prop-
erty acquired from, the bank or its directors, offi-
cers, or employees, or their interests, or in stock
or obligations of, or property acquired from, affiliates

p_tt
-This applies to capital stock of all classes and to

capital notes and debentures legally issued and purchased by
the Reconstruction Finance Corporation which, under the Fed-
eral Reserve Act, are considered as capital for purposes of
membership.

"A reduction in capital, however, shall not be deemed to
be contrary to this provision if, at the same time, the cap-
ital is correspondingly increased or a specific reserve in
an amount not less than the amount of the capital reduction
is set aside to provide for an increase in capital and can
be used for no other purpose; provided, of course, the trans-
action does not violate any provision of applicable laws.

This condition will not be prescribed in connection
with the admission of mutual savings banks to membership in
the Federal Reserve System.

"115This condition does not apply to the sale of mort-
gages covered by insurance under the provisions of the Na-
tional Housing Act.
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"of the bank.11
"5. Such bank, except as permitted in the case

of national banks exercising fiduciary powers, shall
not invest collectively funds held by the bank as fidu-
ciary and shall keep the securities and investments of

each trust separate from those of all other trusts12
and separate also from the properties of the bank it-
self.13

"6. If funds held by such bank as fiduciary are
deposited in its commercial or savings department or
otherwise used in the conduct of its business, it
shall deposit with its trust department security in
the same manner and to the sane extent as is required

11Under recognized principles of sound practice re-
garding the handling of trust assets, a trustee or other
fiduciary should not have any interest, direct or indirect,
in the assets of a trust except as a fiduciary; and the con-
dition contemplates that a trust institution will not in-
vest trust funds in the stock or obligations of, or prop-
erty acquired from, any organization in which officers,
directors, or employees of the trust institution have such
an interest as might affect the exercise of the best judg-
ment of the management of the trust institution in invest-
ing trust funds.

"The requirements of this condition shall not be deemed
to prohibit the making of any investments or the carrying
out of any transactions which are expressly required by the
instrument creating the trust or are specifically author-
ized by court order.

"12This does not prevent a benk from investing the
punds of several trusts in a single real estate loan of
the kind which could be made by a national bank under the
Provisions of section 24 of the Federal Reserve Act, es
amended, if the bank owns no participation in the loan and
hes no interest therein except as trustee or other fidu-
ciary.

"13
Requirements relating to collective investment of

trust funds by national banks are contained in the Board's

Regulation F.
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"of national banks exercising fiduciary powers)-4

"SECTION 7. POWERS AND RESTRICTIONS

"Every State bank while a member of the Federal Re-
serve System--

"(a) Shall retain its full charter and statutory
rights subject to the provisions of the Federal Reserve
Act and other Acts of Congress applicable to member State
banks, to the regulations of the Board made pursuant to
law, and to the conditions prescribed by the Board and
agreed to by such bank prior to its admission;

"(b) Shall enjoy all the privileges and observe all
the requirements of the Federal Reserve Act and other Acts
of Congress applicable to member State banks and of the
regulations of the Board made pursuant to law which are ap-
plicable to member State banks; and

"(c) Shall comply at all times with any and all condi-
tions of membership prescribed by the Board in connection
With the admission of such bank to membership in the Federal
Reserve System.

"SECTION 8. ESTABLISHMENT OR MAINTENANCE OF BRANCHES

"(a) In general. - Every State bank which is or here-
after becomes a member of the Federal Reserve System is sub-
ject to the provisions of section 9 of the Federal Reserve
/:i-ct relating to the establishment and maintenance of branches
in the United States or in a dependency or insular possession
thereof or in a foreign country. Under the provisions of
section 9, member State banks establishing and operating

A••••••••.1.....

"14
Such requirements applicable to national banks are

contained in section 11(k) of the Federal Reserve Act and
the Board's Regulation F issued pursuant to section 11(k)

"In cases where trust funds are fully protected by a
statutory preference in all of the assets of the bank over
its general creditors, the Board may waive compliance with
this condition. However, if compliance be waived in any
e?se, the Board expressly reserves the right to require Com-
Pliance with the condition if, at any time, it feels that
such trust funds are not adequately protected.
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"branches in the United States beyond the corporate limits
of the city, town, or village in which the parent bank is
situated must conform to the sane terms, conditions, limi-
tations, and restrictions as are applicable to the establish-
ment of branches by national banks under the provisions of
section 5155 of the Revised Statutes of the United States
relating to the establishment of branches in the United
States, except that the approval of any such branches must
be obtained from the Board rather than from the Comptroller
of the Currency. Under the provisions of section 9, member
State banks establishing and operating branches in a de-
pendency or insular possession of the United States or in
a foreign country must conform to the terms, conditions,

limitations, and restrictions contained in section 25 of
the Federal Reserve Act relating to the establishment by
national banks of branches in such places. The principal
applicable provisions of law have been interpreted as fol-
lows:

"(b) Branches in the United States. —
"1. Branches established within the corporate

limits of the city, town, or village in which the
parent bank is situated do not require the approval
of the Board.

"2. Before a member State bank establishes
a branch beyond the corporate limits of the city,
town, or village in which it is situated, it must

obtain the approval of the Board.
"3. Before any nonmember State bank having

a branch or branches established after February
25, 1927, beyond the corporate limits of the city,

or village in which the bank is situated
is admitted to membership in the Federal Reserve

System, it must obtain the approval of the Board

for the retention of such branches; and any pro-

visions contained in this section of this regula-

tion which by their terms relate to the establish-

ment or retention of branches by member State
banks are equally applicable to the retention by

a nonmember State bank applying for membership

and having any branches previously established.

"4. A. member State bank located in a State

which by statute law permits the maintenance of

branches within county or greater limits may,

With the approval of the Board, establish and
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"operate, without regard to the capital require-
ments of section 5155 of the Revised Statutes,
a seasonal agency in any resort community within
the limits of the county in which the main office
of such bank is located for the purpose of re-
ceivinp, and paying out deposits, issuing and
cashing checks and drafts, and doing business

incident thereto, if no bank is located and do-
ing business in the place where the proposed
agency is to be located; and any permit issued
for the establishment of such an agency shall
be revoked upon the opening of a State or na-
tional bank in the community where the agency is

located.
"5. Except as stated in the Immediately pre-

ceding paragraph, a member State bank which es-
tablishes a branch beyond the corporate limits
of the city, town, or village in which it is sit-
uated must have a paid-in and unimpaired capital
stock of not less than 4,,500,000, except that, in
a State with a population of less than 1,000,000,
and which has no city located therein with a

populetion exceeding 100,000, the capital stock
shall be not less than :;:250,000, and except that,
In a State with a population of less than 500,000,
and which has no city located therein with a pop-
ulation exceeding 50,000, the capital stock shall
be not less than 0_00,000. In any such case, the
aggregate capital stock of the member State bank
and its branches shall at no time be less than
the aggregate minimum capital stock required by
law for the establishment of an equal number of
national banking associations situated in the
various places where such member State bank and
its branches are situated.

"6. A member State bank may not establish
a branch beyond the corporate limits of the city,
town, or village in which it is situated unless
such establishment and operation are at the time

authorized to State banks by the statute law of
the State in question by language specifically
granting such authority affirmatively and not
merely by implication or recognition, and sub-
ject to the restrictions as to location imposed
by the law of the State on State banks.
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"7. Any member State bark which, on February
25, 1927, had established and was actually operat-

ing a branch or branches in conformity with the
State law is permitted to retain and operate the
same while remaining a member of the Federal Re-
serve System, regardless of the location of such
branch or branches.

"8. In order to remain a member of the Fed-
eral Reserve System, every member State bank must
relinquish any branch or branches established
after February 25, 1927, beyond the corporate

limits of the city, town, or village in which the
parent bank is situated, unless such branch or
branches are in conformity with or are brought
into conformity with the same terms, conditions,
limitations, and restrictions as would be applic-
able in the case of the establishment of such
branches.

"9. The removal of a branch from one town
to another town constitutes the establishment
of a branch in such other town within the mean-
ing of the provisions of the Federal Reserve
Act.

"(c) Application for  ..q.p.psoval of branches in United 
- Any member State bank desiring to establish a

branch beyond the corporate limits of the city, town, or
village in which it is located and any nonmember State bank
applying for membership and desiring to retain any branch
established after February 25, 1927, beyond the corporate
limits of the city, town, or village in which the bank is
situated should submit a request for the approval by the
Board of any such branch to the Federal Reserve bank of
the district in which the bank is located. Any such re-
quest should be accompanied by advice as to the scope of
the functions and the character of the business which are
O] will be performed by the branch and detailed information
regarding the policy followed or proposed to be followed
With reference to supervision of the branch by the head
office; and the bank may be required in any case to fur-
nish additional information which will be helpful to the
Board in determining whether to approve such request.

"(d) Foreign branches. - Before a member State bank
establishes a branch in a foreign country, or dependency
°r insular possession of the United States, it must have

capital and surplus of 0_,000,000 or more and obtain
the approval of the Board.
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"(e) Application for approval of foreign branches. -
Any member State bank desiring to establish such a branch
and any nonmember State bank applying for membership and
desiring to retain any such branch established after Feb-
ruary 25, 1927, should submit a request for the approval by
the Board of any such branch to the Federal Reserve bank of
the district in which the bank is located. Any such request
Should be accompanied by advice as to the scope of the
functions and the character of the business which are or
Will be performed by the branch and detailed information
regarding the policy followed or proposed to be followed
With reference to supervision of the branch by the head
Office; and the bank may be required in any case to fur-
nish additional information which will be helpful to the
Board in determining whether to approve such request.

"SECPION 9. PUPLICATION OF REPORTS OF MIMBEh
BANKS AND THEIR AFFILIATES15

"(a) Reports of member banks. - Each report of con-
dition made by a member State bank, which is required to
be made to the Federal Reserve bank of its district as of
call dates fixed by the Board of Governors of the Federal
Reserve System, shall be published by such member bank
Within twenty days from the date the call therefor is is-
sued.

"The report shall be printed in the newspaper published
in the place where the bank is located or, if there be no
newspaper published in the place where the bank is located,

15Under the provisions of section 9 of the Federal Re-
serve Act, reports of condition of member State banks which,
under that section, must be made to the respective Federal
Reserve banks on call dates fixed by the Board of Governors
Of the Federal Reserve System 'shall be published by the re-
Porting banks in such manner and in accordance with such reg-
ulations as the said Board may prescribe'.

"Section 9 also provides that the reports of affiliates
(If a member State bank which are required by that section to
be furnished to the respective Federal Reserve banks 'shall
be Published by the bank under the same conditions as gov-
ern its own condition reports'. The term 'affiliates', as
Used in this provision of section 9, under the express terms
of that section, includes 'holding company affiliates as
well as other affiliates', but a member State bank is not
equired to furnish to a Federal Reserve bank the report of

R n tffiliated member bank.
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"then in a newspaper published in the same or in an adjoin-
ing county and in general circulation in the place where
the bank is located. The term 'newspaper', for the purpose
Of this regulation, means a publication with a general cir-
culation published not less frequently than once a week,
one of the primary functions of which is the dissemination
Of news of general interest.

"The copy of the report for the use of the printer
for publication should be prepared on Form 105e. The pub-
lished information shall agree in every respect with that
shown on the face of the condition report rendered to the
Federal Reserve bank, except that any item for which no
amount is reported may be omitted in the published state-
ment. All signatures shall be the same in the published
statement as in the original report submitted to the Fed-
eral Reserve bank, but the signatures may be typewritten
or otherwise copied on the report for publication.

"A copy of the printed report shall be submitted to
the Federal Reserve bank attached to the certificate on
Form 105e.

"(b) Reports of affiliates.16 - Each report of an af-
filiate of a member State bank, including a holding cam-
1?any affiliate, shall be published at the same time and
in the same newspaper as the affiliated bank's own condi-
tion report submitted to the Federal Reserve bank, unless
a/41. extension of time for submission of the report of the
alfiliate has been granted under authority of the Board
of Loovernors of the Federal Reserve System. Vthen such
extension of time has been granted, the report of the

"16
Section 21 of the Federal Reserve Act, among other

things, provides as follows: 'Whenever member banks are
required to obtain reports from affiliates, or whenever
affiliates of member banks are required to submit to ex-
e,mination, the Board of Governors of the Federal Reserve
bYeteln or the Comptroller of the Currency, es the case
maY be/ may waive such requirements with respect to any
each report or examination of any affiliate if in the judg-
ment of the said Board or Comptroller, respectively, suchreport or examination is not necessary to disclose fully
the relations between such affiliate and such bank and the
effect thereof upon the affairs of such bank.' Therefore,
Of 

c°urse, in any case where the Board of Governors waives
bee filing of a report of an affiliate of a member State

, no publication of a report of such affiliate is re-
quired.
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"affiliate must be submitted and published before the ex-
piration of such extended period in the same newspaper as
the condition report of the bank was published.

"The copy of the report for the use of the printer for

Publication should be prepared on Form 220a. The published
information shall agree in every respect with that shown
on the face of the report of the affiliate furnished to the
Federal Reserve bank by the affiliated member bent, except
that any item appearing under the caption 'Financial rela-
tions with bank' against which the word 'none' appears on
the report furnished to the Federal Reserve bank may be
amitted in the published statement of the affiliate, pro-
vided that if the word 'none' is shown against all of the
items appearing under such caption in the report furnished
to the Federal Reserve bank the caption 'Financial rela-
tions with bank' shall appear in the published statement
followed by the word 'none.' All signatures shall be the
same in the published statement as in the original report
submitted to the Federal Reserve bank, but the signatures
may be typewritten or otherwise copied on the report for
publication.

"A copy of the printed report shall be submitted to
the Federal Reserve bank attached to the certificate on
Form 220a.

"SECTION 10. VOLUNTARY VvITEDRAWAL FROM
FEDERAL RESERVE SYSTEM

"(a) General. - Any State bank desiring to withdraw
from membership in a Federal Reserve bank may do so after
six months' written notice has been filed with the Board;17
aId the Board, in its discretion, may waive such six months'
notice in any individual case and may permit such bank to
Withdraw from membership in a Federal Reserve bank, subject
to such conditions as the Board may prescribe, prior to the

"17
Under specific provisions of section 9 of the Fed-

eral Reserve Act, however, no Federal Reserve bank shall,
except upon express authority of the Board, cancel within
the same calendar year more than twenty-five per cent of
its capital stock for the purpose of effecting voluntary
Withdrawals during that year. All applications for vol-
Untary withdrawals are required by the law to be dealt
With in the order in which they are filed with the Board.
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"expiration of six months from the date of the written
notice of its intention to withdraw.

"(b) Notice of intention of withdrawal. - Any State
bank desiring to withdraw from membership in a Federal Re-
serve bank should signify its intention to do so in a let-
ter addressed to the Board and mailed to the Federal Reserve
bank of which such bank is a member. Such letter should
state clearly the reason for the bank's desire to withdraw.
Any such bank desiring to withdraw from membership prior to
the expiration of six months from the date of written notice
of its intention to withdraw Should so state in the letter
signifying its intention to withdraw and should state the
reason for its desire to withdraw prior to the expiration
Of six months.

"Every notice of intention of a bank to withdraw from
membership in the Federal Reserve System and every appli-
cation for the waiver of such notice should be accompanied
by a certified copy of a resolution duly adopted by the
board of directors of such bank authorizing the withdrawal
of such bank from membership in the Federal Reserve System
and authorizing a certain officer or certain officers of
such bank to file such notice or application, to surrender
for cancellation the Federal Reserve bank stock held by
such bank, to receive and receipt for any moneys or other
Property due to such bank from the Federal Reserve bank and
to do such other things as may be necessary to effect the
Withdrawal of such bank from membership in the Federal Re-
serve System.

"Notice of intention to withdraw or application for
waiver of six months' notice of intention to withdraw by
enY bank which is in the hands of a conservator or other
State official acting in a capacity similar to that of a

conservator should be accompanied by advice from the con-
servator or other such State official that he joins ir such
notice or application.

"(c) Time and method of effecting actual withdrawal. -

UPon the expiration of six months after notice of intention
to withdraw or upon the waiving of such six months' notice
by the Board, such bank may surrender its stock and its
certificate of membership to the Federal Reserve bank and

request that same be canceled and that all amounts due to
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"it from the Federal Reserve bank be refunded.18 Unless
this is done within two months after the expiration of such
six months' notice or after the waiver of such notice by
the Board, or unless the bank requests and the Board grants
an extension of time, such bank will be presumed to have
abandoned its intention of withdrawing from membership and
will not be permitted to withdraw without again giving six

months' written notice or obtaining the waiver of such no-
tice.

"(d) Withdrawal of notice. - Any bank which has given
notice of its intention to withdraw from membership in a

Federal Reserve bank may withdraw such notice at any time

before its stock has been canceled and upon doing so may
remain a member of the Federal Reserve System. The notice

rescinding the former notice should be accompanied by a

certified copy of an appropriate resolution duly adopted
by the board of directors of the bank.

"SECTION 11. BOARD INES

"All forms referred to in this regulation and all such
forms as they may be amended from time to time shall be a
Part of this regulation.

"18
A bank's withdrawal from membership in the Federal

Reserve System is effective on the date on which the Fed-
eral Reserve bank stock held by it is duly canceled. Until
such stock has been canceled, such bank remains a member
of the Federal Reserve System, is entitled to all the privi-
leges of membership, and is required to comply with all pro-

visions of law and all regulations of the Board pertaining
to member banks and with (1)1 conditions of membership ap-

Plicable to it. Upon the cancellation of such stock, all
rights and privileges of such bank as a member bark shall

terminate.
"Upon the cancellation of such stock, and after due

Provision has been made for any indebtedness due or to be-
came due to the Federal Reserve bank, Each bank shall be

entitled to a refund of its cash paid subscription with

interest at the rate of one-half of one per cent per month
from the date of last dividend, the amount refunded in no
event to exceed the book value of the stock at that time,
and shall likewise be entitled to the repayment of deposits
end of any other balance due from the Federal Reserve
bank."
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%roved:

-31-

Thereupon the meeting adjourned.

Chairman.
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