
A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Tuesday, January 2, 1940, at 2:40

p.m.

PM:SENT: Mr. Eccles, Chairman

Mr. Ransom, Vice Chairman

Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chainnan

Mr. Thurston, Special Assistant to the

Chairman
Mr. Paulger, Chief of the Division of

Examinations

Mr. Dreibelbis, Assistant General Counsel

Mr. Cagle, Assistant Chief of the Division

of Examinations

Mr. Chase, Assistant Counsel

Mr. Thompson, General Assistant in the

Secretary's Office

Reference was made to the proposed amendment to the Board's

Regulation L, Interlocking Bank Directorates Under The Clayton Act,

which would permit interlocking directorates between banks which do

not exercise trust powers and trust companies which do not receive de-

posits, and in this connection there was presented a tentative draft

of an entry that might be made in the policy record required to be

kept by the Board under Section 10 of the Federal Reserve Act which

had been prepared by members of the staff at the request of the Board

and copies of which had been submitted to the members of the Board on

December 29, 1939.

Following a brief discussion of the

proposed amendment and draft of entry for

the policy record, upon motion by Mr.

McKee, the Board by unanimous vote, adopted
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the following resolution, and approved the
draft of entry for the Policy record as set
forth hereinafter:

RESOLVED, That, effective immediately, Regulation L, In-

terlocking Bank Directorates Under The Clayton Act, be amended
in the following respect:

Section 3(c) of 'Regulation L is amended to read as
follows:

"(c) Any director, officer, or employee of
a member bank of the Federal Reserve System
which does not exercise trust powers may be at
the same time a director, officer, or employee

of not more than one trust company which does
not receive or hold deposits*, and any director,
officer, or employee of a trust company which
is a member of the Federal Reserve System and
which does not receive or hold deposits* may
be at the same time a director, officer, or
employee of not more than one bank, banking
association, or savings bank which does not
exercise trust powers.

*For the purpose of this paragraph, the term
'deposits' shall not include funds received
and held in a fiduciary capacity."

The draft of entry for the policy rec-

ord as approved by the Board read as fol-
lows:

By unanimous vote, section 3 of Regula-

tion L, Interlocking Bank Directorates under
the Clayton Act, was amended effective im-
mediately so as to permit any director, of-
ficer or employee of a member bank of the
Federal Reserve System which does not exer-
cise trust powers to serve a trust company
which does not receive deposits, or any
director, officer or employee of a trust
company which is a member of the Federal
Reserve System and whicn does not receive
deposits to serve a bank, banking associa-

tion or savings bank which does not exer-
cise trust powers.
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In section 8 of the Clayton Act Congress made a number
of exceptions to the prohibition against interlocking bank
directorates and authorized the Board to make additional
exceptions, by regulation. The Board has exercised this
authority only to fill out the pattern established by Con-

gress in the statute. Mutual savings banks are specifi-
cally exempted from the prohibition of the statute and in
the opinion of the Board there are less Potentialities of
competition between banks which do not exercise trust powers
and trust companies which do not receive deposits than be-

tween member banks with savings deposits and mutual savings
banks. Moreover, the statute does not prohibit interlock-
ing relationships between member banks and life insurance
companies, finance companies, building and loan associa-
tions, and several other types of institutions which com-
pete with member banks for numerous kinds of loans to a
much greater extent than do trust companies which receive
no deposits. The Board felt that the two classes of in-
stitutions described in the amendment are clearly of dis-
tinct types, operating in different fields.

At this point Mr. Chase left the meeting.

Chairman Eccles stated that he had received a letter dated

December 28, 1939, from the Comptroller of the Currency in reply to the

Chairman's letter of December 22 in regard to the Bank of America Na-

tional Trust& Savings Association, he said that the Comptroller's

reply enclosed copies of the Comptroller's letters of October 2 and

December 12, 1939, to the Bank of America National Trust & Savings As-

sociation and of Mr. A. P. Giannini's reply to the letter of December

12 and that the Comptroller's letter stated that if the Board wished

to discuss the matters referred to in the letters he would be glad to

arrange u conference between some member of the Board and Messrs. Upham,

Deputy Comptroller, Folger, Chief National Bank Examiner, and the law-

yers for the Comptroller's office. Mr. Clayton stated that the Chairman
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had also received a letter dated December 22, 1939, from the Secretary

of the Bank of America National Trust & Savings Association inclosing

a copy of a 118 page letter addressed to the Comptroller of the Cur-

rency by the board of directors of the Bank of America National Trust

& Savings Association under date of December 12, 1939, which had been

acknowledged with the advice that, as had been done with other communi-

cations on the same subject received from the bank, the letter was

being brought to the attention of the other members of the Board for

their information.

Reference was then made to the letter dated December 29, 1939,

received from the Bank of America National Trust & Savings Association,

Signed by Charles W. Collins as Counsel for the bank, requesting that

the Board of Governors upon its own responsibility under the law order

an examination of the bank and determine for itself its condition and

to Mr. Collins' further letter of January 2, 1940, stating that he had

requested Mr. L. M. Giannini to bring this matter before the board of

directors of the bank at the next regular meeting for the purpose of

obtaining the passage of a resolution which would ratify and confirm

the action taken by Mr. Collins in his letter of December 29, 1939.

It was the consensus of the members of the Board that in the absence

Of confirmation by the bank's board of directors of the request con-

tained in Mr. Collins' letter no reply should be made at this time.

There then ensued a lengthy discussion as to the action to be

taken by the Board in the matter at this time during which various
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reasons why the Board should be fully advised regarding the condition

of the Bank of America were again reviewed.

At the conclusion of the discussion
It was agreed unanimously that the Chairman
should call Comptroller Delano on the tele-
phone and advise him that members of the
Board's staff will endeavor to analyze the
available information with respect to the
Bank of America National Trust & Savings
Association, including the correspondence
received from his office and the reports
of examinations of the bank, in order that
the Board may be fully informed and that
it would be helpful if arrangements could
be made for conferences between the mem-
bers of the Board's staff and his own staff
working on the matter in the same manner
as is done in connection with other mat-
ters of mutual interest, and for giving
to the members of the hoard's staff ac-
cess to such documents and correspondence
in the possession of his office as may be
pertinent.

It was agreed that copies of the
letters received from Mr. Collins under
date of December 29, 1939, and January
2, 1940, should be sent immediately to
the Comptroller of the Currency for his
information.

It was also understood that follow-
ing such conferences with representatives
of the Comptroller's office a memorandum
settinE forth the history of the institu-
tion from the date it was licensed by the
Secretary of the Treasury following the
banking holiday to the present time, in-
cluding fall information regarding the con-
dition of the bank during that period,
would be prepared by the Division of Exam-
inations and Counsel's Office for the in-
formation of the Board.
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Durint the above discussion Mr. Wingfield, Assistant General

Counsel, entered the room and at the conclusion of the discussion with-

drew, together with Messrs. Thurston, Paulger, Dreibelbis, Coale and

Thompson, following which the action stated with respect to each of

the matters hereinafter referred to was taken by the Board:

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

Federal Reserve System held on December 28, 1939, were approved unani-

mously.

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

Federal Reserve System held on December 29, 1939, were approved and

the actions recorded therein were ratified unanimously.

Memorandum dated December 28, 1939, from Mr. Goldenweiser,

Director of the Division of Research and Statistics, recommending

that, for the reason stated in the memorandum, Miss G. Elizabeth Ford,

a clerk in the Division, be granted leave of absence without pay for

a period not exceeding, sixty days, from February 1 through March 31,

1940, and that during such period the Board continue its contributions

to the Retirement System of the Federal Reserve Banks on behalf of

Miss Ford provided that she continues her own contributions.

Approved unanimously.

Letter to "The Farmers National Bank of Cloy", Clay, Kentucky,

reading as follows:

"This refers to the resolution adopted on August 2,

1939, by the board of directors of your bank, signifying
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"the bank's desire to surrender its right to exercise

fiduciary powers heretofore granted to it.
"The Board, understanding that your bank has been

discharged or otherwise properly relieved in accordance

with the law of all of its duties as fiduciary, has is-
sued a formal certificate to your bank certifying that
it is no -longer authorized to exercise any of the fidu-

ciary powers covered by the provisions of section 11(k)

of the Federal Reserve Act, as amended. This certificate
is enclosed herewith.

"in this connection, your attention is called to the

fact that, under the provisions of section 11(k) of the
Federal Reserve Act, as amended, when such a certificate

has been issued by the Board of Governors of the Federal

Reserve System to a national bank, such bank (1) shall no

longer be subject to the Provisions of section 11(k) of
the Federal Reserve Act or the regulations of the Board
of Governors of the Federal Reserve System made pursuant

thereto, (2) shall be entitled to have returned to it any

securities which it may have deposited with the State or

similar authorities for the protection of private or court
trusts, and (3) shall not exercise any of the powers con-

ferred by section 11(k) of the Federal Reserve Act except
with the permission of the Board of Governors of the Fed-

eral Reserve System."

Approved unanimously.

Telegram to Mr. Nardin, Federal Reserve Agent at the Federal

Reserve Bank of St. Louis, stating that, subject to the conditions

set forth in the telegram, the Board of Governors of the Federal Re-

serve System authorizes the issuance of a general voting permit, under

the provisions of Section 5144 of the Revised Statutes of the United

6tates, to "The First National Bank of Louisville", Louisville, Kentucky,

entitling such organization to vote the stock which it owns or con-

trols of the "First-Owensboro Bank & Trust Company", Owensboro, Kentucky,

Et all meetings of shareholders of such bank, and that the period

vdthin lAhich a permit may be issued pursuant to the authorization con-

tained in the telegram is limited to thirty days from the date of the
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telegram unless an extension of time is granted by the Board. The

conditions contained in the telegram upon which the permit was author-

ized were as follows:

"1. Prior to issuance of general voting permit author-

ized herein, applicant shall execute and deliver

to you in duplicate an agreement in form accompany-

ing Board's letter X-9385, except that (a) paragraph

numbered 7 shall be modified in manner stated in

Board's letter X-9540, (b) paragraphs numbered 1,

2, 4, and 5 shall be omitted and remaining numbered

paragraphs appropriately renumbered, and (c) all

lettered paragraphs and introductory sentence im-
mediately preceding them shall be omitted.

"2. Simultaneously with issuance of general voting per-

mit authorized herein, there shall be issued to
TRUSTTTS UNDER TRUST AGREEMENT ViITH REFERENCE TO

STOCK OF THE FIRST NATIONAL BANK OF LOUISVILLE, KY.

AND OTHER CORPORATIONS, DATED JULY 1, 1925 general

voting permit authorized in Board's telegram of

this date."

Approved unanimously.

Telegram to Mr. Nardin, Federal Reserve Agent at the Federal

Reserve Bank of St. Louis, stating that, subject to the conditions set

forth in the telegram, the Board of Governors of the Federal Reserve

SYS-tem authorizes the issuance of a general voting permit, under the

Provisions of Section 5144 of the Revised Statutes of the United

States, to "TRUS'PEES UNDER TRUST AGREEMENT IkITH REFERENCE TO STOCK

OF THE FIRST NATIONAL BANK OF LOUISVILLE, KY. AND OTHER CORPORATIONS,

DATED JULY 1, 1925", Louisville, Kentucky, entitling such organization

to vote the stock which it owns or controls of the "First-Owensboro

Dank & Trust Company", Owensboro, Kentucky, at all meetings of
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shareholders of such bank, and that the period within which a permit

may be issued pursuant to the authorization contained in the telegram

is limited to thirty days from the date of the telegram unless an ex-

tension of time is granted by the Board. The conditions contained in

the telegram upon which the permit was authorized were as follows:

"1. Prior to issuance of general voting permit author-
ized herein, applicant shall execute end deliver to
you in duplicate an agreement in form accompanying
Board's letter 1C-9385, except that (a) paragraphs
numbered 1, 2, 4, and 5 shall be omitted and remain-
ing numbered paragraphs appropriately renumbered,
and (b) all lettered paragraphs and introductory
sentence immediately preceding them shall be omitted.

n2. Simultaneously with issuance of general voting permit
authorized herein, there shall be issued to The First
National Bank of Louisville general voting permit
authorized in Board's telegram of this date."

Approved unanimously.

Letter to the Federal Reserve Agents at all Federal Reserve banks,

reading as follows:

"This refers to the Board's letter of April 15, 1938,

(R-225), relating to the desirability of reducing to

3..0,C00 the amount of the individual surety bonds required
of each Federal Reserve Agent, Assistant Federal Reserve
Agent, Alternate Assistant Federal Reserve Agent, and Fed-
eral Reserve Agents' Representative. With one exception,
the Iederal Reserve banks advised the Board that they

favored such a reduction, but no action was taken pending
the revision of the uniform bankers' blanket bond for

Federal Reserve banks by the Insurance Committee of the

Presidents Conference and a committee representing the
Surety Association of America.

"The revision of the uniform bankers' blanket bond

has been completed end, after further consideration of
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"the question, the Board has reached the conclusion that
it is justified in reducing to '7:10,000 the amount of the
individual surety bond required of each Federal Reserve
Agent, Assistant Federal Reserve Agent, Alternate Assis-
tant Federal Reserve Agent and Federal Reserve Agents'
Representative, with the understanding that the bankers'
blanket bond carried by the particular Federal Reserve
bank is the revised uniform bankers' blanket bond for
Federal Reserve banks referred to above or affords the
United States substantially equivalent protection."

APproved:

Approved unanimously.

Thereupon the meeting adjourned.

,

,

/ y(-j_14 

Secretary.

Chairman.
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