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A meeting of the Board of Governors of the Federal Reserve

VSten wag held in Washington on Monday, December 18, 1939, at
ll: 00 a.m., #

PRESENT': Mr. Lccles, Cheirmen
Mr. Szymeczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

The action stated with respect to each of the matters here-
naf
ter referred to was teken by the Board:

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

Ie -
doray Reserve System held on December 16, 1939, were approved un- ’
? ]
animously.

Telegram to Owen D. Young, Chairman, General Electric Com~
D&ny

) Néw'York, New York, reading as fTollows:

wi "Confirming Chairman Eccles' telephone conversation

may, YOu»this afternoon, Board has designated you as Chair-
New-§nd Federal Reserve Agent at Federal Reserve Bank of

such, ork for year 1940 and has fixed your compensation as

el On same basis as approved for 1939. It will be appre-
‘&ted if you will advise by collect wire of your acceptance."

Approved Unanimously.
Telegram to Beardsley Ruml, Treasurer, R. H. Macy & Co., Inc.,

Ve
Yo
Tk, New York, reading as follows:

of ¥ "Board of Governors has appointed you deputy chairman
ederal Reserve Bank of New York for year 1940 and will
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"be DPleased to have your acceptance by collect telegram."
Approved unanimously. ’
Letter to Mr. Logan, Vice President and General Counsel of Loy
theFedeT&l Reserve Bank of New York, reading as follows:

"Receipt is acknowledged of your letter of December 2
1, 1939, enclosing the bill of Covington, Burling, Rublee,
Achesop & Shorb for 8,500 for legal services rendered
from Decemper 1, 1938 to October 6, 1939, in final dis-
POsition of the case of British-American Tobacco Company,
* V. Federal Reserve Bank of New York. There is also
Included in the bill an edditional emount of $730.08 for
i8bursements incurred in connection with the case.
"The fee bill is accompanied by a summary of the na=-
0f the work in connection with the appellate proceed-
188 in the Circuit Court of Appeals and brief in opposition
© certiorari in the Supreme Court of the United States.
i "It is understood that the board of directors and Gen-
aral Counsel of the Federal Reserve Bank of New York have
GgprOVGd the bill end request its approval by the Board of
Vernors of the Federal Reserve System.
% "You are advised that the Board approves the payment
ofq?ested of a fee of {8,500 and reimbursement of expenses
$730.08.
fof "The fee herein approved, together with the fees here-
OTre approved for payment to the same firm in the same
% ter, bring the total of fees payable and approved in this
88 to the sum of $65,175."

ture

Approved unanimously.

Letter to mr. Clerk, First Vice President of the I'ederal Re-

§
*ve Bank :
Of San i'rancisco, reading as follows:

Ty "On page 16-(a) of the report of examination of the
ligcy Loan and Trust Company, Salt Lake City, Utah, are
iy ved & number of 1liability accounts which were included

Tuy Other Liabilities® of the bank's condition report for

hav: 30, 1939, but which the exeminer concluded should

€en reported as 'demand deposite'. As indicated on
=(b) of the report of examination, the examiner class-
the accounts as demand deposits in his statement of

pQge 1




15391

12/18/39

- o

~

"assets and liabilities on page 1 of the examination report.
'"On reference to the condition report of the subject

bank Submitted as of October 2, 1939, the first call date +
following the examination, it is noted that the bank appar-
®ntly reported all of the items in question as demand de-
Posits except an item designated as 'Accrued brokerage' on
Page 16-(a) of the examination report which in the October

» 1939, condition report is designated as 'Accrued insurance
brokerage (not due)! and is included in- 'Other liabilities'. 2
a‘; is suggested that the bank be advised to include the

Count in demand deposits in future reports, in accordance
:ith the examiner's classification, unless information now

Vallable indicates that that is not the proper classifica-

On, in which case your advice and recommendations will be
qPpreciated,
"In this connection, it is noted that the bank includes
ther liabilities' of its condition reports an item des-

8hated gg '"Uncompleted building loans', amounting on October
a1;101939 to $123,193.23. The examiner also included this item
bilﬁg_'Other liabilities' in his statement of assets and lia-
dat;gles on page 1 of the report of examination. In a letter 5
been May.A, 1939 addressed to Mr. Sonne, & copy of which has .
rolloig?nlshed the Board, the bank described this account as
"This is the largest heading in the liability schedule
5 Se it has to do with building loans, which are now in
DosemOSt active season of the year. Loans for building pur-
the 8 are ususlly completed before any work is commenced and
thiSPI‘OGBeds paid only as the building progresses. Showing i
advanas a liability provides a more thorough control of the '
ereatCGMGnts on building loans, although in this case it

5 €8 & fund which would ordinarily not be found in a bank -
BafeeTent' Another method, which we would not consider as
a°tualn operating this account, would be to only enter the
thereb Dayyents on construction loans into the loan account,
Joriy Y eliminating this uncompleted loan account. The ma-
1 ¥ of these loans are Federal Housing Title II construc-
Such Mortgages which we have made on a brokerage basis at

eoa Small unprofitable margin that we would not be inclined
epﬁ;;zue such business if this were technically regarded as

1ndic"The above quoted description of the account in question
Crgt

in '0

ates that the bank has not actually credited the borrow- 1
8ccounts with the full amounts of the building loans, and z
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"Presumably the borrowers are not required to pay interest on
€ unadvanced portion of such loans. If so, it would seem
that the unadvanced portion should, in so far as condition
Teports are concerned, be deducted from the face amounts of
the notes and only the amounts actually advanced included in
%ans. 1In go far as its own books are concerned, it is, of
fourse, entirely proper for the bank to record the trans-
8tions in the menner it is now doing. It is suggested,
herefOTe, that the bank be advised to show such loans net
in Condition reports, unless in your opinion there eppears to
© Some objection thereto, in which case your advice and rec-
Mmendation will be apprecieted."

Approved unanimously.

Letter to "The Midland National Bank", Midland, Texas, read-

1
8 ag Tollows:

1 "This refers to the resolution adopted on October 27,
929, by the board of directors of your bank, signifying the
's desire to surrender its right to exercise fiduciary

8 heretofore granted to it.

b "I'he Board, understanding that your bank has never
tu&lly accepted or undertaken the exercise of any trust,
1t issueq o formal certificate to your bank certifying that

S Do longer authorized to exercise eny of the fiduciary

DPower

p:gers covered by the provisions of section 11(k) of the
h ®ral Reserve Act, as amended. This certificate is enclosed
STewith,

Yhat "In this connection, your attention is called ?o the fact
Regey under the provisions of section 11(k) of the Federal
suedrve Aet, as amended, when such a certificate has been is-
0 g by the Board of Governors of the Federal Reserve Sygtem
to Dational bank, such bank (1) shall no longer be subject
or i © Provisions of section 11(k) of the Federal Reserve Act
€8¢ € regulaetions of the Board of Governors of the Fe@eral
%o Ve System made pursuant thereto, (2) shall be entitled
Positve Teturned to it any securities which it may have de-
tiop ®d vith the State or similer authorities for the protec-
any ogr Private or court trusts, and (3) shall not exercise
Reserv the powers conferred by section 11(k) of the Federal
.BrnOr o Act, except with the permission of the Board of Gov-
S Of the Federal Reserve System."

Approved unanimously.
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Memorandum dated November 25, 1939, from Governor McKee

r
*8ding g follows:

"At its meeting April 22, 1938, the Board requested n
that 1 review the conditions of membership then being pre-
Seribed by the Board and submit to the Board a recommenda-
ion as to revisions which I felt should be made therein.
"This action followed a decision to modify the poliey
With Tespect to the requirement for eliminations of de-
preciation in securities (so as to make the policy consist-
enﬁ With the proposals which the Board had under consider-
8tion with respect to a revision of examination policy) and
S in accordance with my suggestion that such a general re-
W be mede.
"In the recent revision of Regulation H, standard con-
0 o membership numbered 4 was emended to conform with
Omparable requirements contained in Regulation F re-
B¢ to trust powers of national banks, and I now rec-~
nd that no further action be taken with respect to a
Sion of the standard conditions of membership and that :
N ° Matter be removed from the monthly statement of unfin- Y
Sheq business.
"It will be recalled that in the fall of 1935 the stand-
Onditions of membership were greatly simplified and re-
Trom 15 to 3 in number, with 3 additional conditions
- ®88e of banks exercising trust powers.
Co "Representatives of the Division of Examinations and of
USel's Office have considered a further revision, but it
iisi heir consensus that it would be preferable to have pro-
in tons of a number of conditions of membership incorporated
the he law, but that until such legislation could be enacted,
Present standard conditions should be retained. :
Some "The only two conditions which might be considered by
Drohias unduly restrictive are condition numbered 3, which
Loo 1blts a bank from engaging in the sale of real estate
of ts (mOTtgages covered by insurance under the prOViS{OnS
thig € National Housing Act are specifically exempted i?om
bany Prohibition), and condition numbered 6, which requires
to SB Which deposit trust funds in the banking department
®Cure such deposits in the same mamner and to the same
at th a8 is required of national banks. I am not prepgred
18 time to recommend modification of either condition."

vi

ditio
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Approved unanimously. :
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Thereupon the meeting adjourned.

Oz W pwet

ecretary.






