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PHILADELPHTA,

o Rx

August 6, 191

SEEA R YT

I beg to acknowledge receipt ﬁf’&ougﬂfayggwgf

the 5th instgnt/!stating that the Bq@f& had approved
the plan for the adjustment of ea;ﬁings and eXpenses,
in connection with the transfey/cf the banks of northern
New Jersey from District No.,/3 to District No. 2, pre-
sented in our letter of J <1, and accompanying docu-
ments, and authorizing M4s to put the same into effect.

We have togéy communicated this information to
the Federal Resergﬁ'Bank of New York, and are arranging

/
to adjust o a ébunts in accordance with the plan which
has been ap ved.
Respectfulply,

Y
/, 4

Governor.

FEDERAL RESERVE BOARD,
Washington, D, C.
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FEDERAL RESERVE BANK
OF NEW YORK

Receipt is acknowledged of your lﬁ?ﬁ%ﬁ,ziﬁé3§3§ﬁwéﬁﬁ//
addressed to Governor Strong, notifying him of the approval of
the Federal Reserve Board of the plan for the adjustment of earn-
ings and expenses in connection with the transfer of the banks in
northern New Jersey from District No. 3 to District No. 2 present-
ed in our letter of July 20th, and authorizing this bank to put
the plan into effect.

We have already been in commnication with Governor

Rhoads on the subject and the details effecting the adjustment

will be worked out when Governor Rhoads is here next Tuesday.

{ Y
LP AL AAN

Respectfully,

Chairman,. /

Federal Reserve Board,
Washington, D, C.

PJ/PE
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Augugt 5, 1915,

S IR

By airection of the rederal Reserve Board, I
have the homor to advise you that the plan for the ad-
justment of earmings and expenses in comnegtion with
the transfer of the banks in morthern New Jersey from

District No 3 to District Ho. 2, presented in your let-

ter of J\g;;zw_;%s)jb.f and accompanying documents have been

approved by the Federal Rescrve Board; and that you
have been authorized to put it into effect.

Respectfully,

Secretary.

lir. Benjamin Strong, Jre,
Governor, ederal Reserve Bank,
Hew York City.
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August 65, 1916¢

By direction of the Pederal Reserve Board, I
have the honor to advise you that the plan for the adjuste
ment of earnings and expenses in connection with the trans-
fer of the banks in northern Few Jersey from District No.

S %o District No. 2, presented in your letter of July 2lst,

and eccompanylng documents have been approved by the Federal

Reserve Board ; and that you have been authorigzed to put
it into effect.

Respectfully,

Secretary.

¥Mr. C. J. Rhoads,
Governor, Federal Reserve Bank of Philadelphise
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FEDERAL RESERVE BOARD RECEIVED

WASHINGTON AUG 4 1915
GOVERNOR'S OFFICE

Auvgust 4, 1915.

My dear CGovernor: 2
J

 n;gjt§ﬁ/;uut received
he pro
Federal Reserve
ia, incident
of northern New Jersey from the Philadelphi

ork district, together with the complete file on

subject.

1
You will observse that
opinion filed by Mr. Elliott,

masthod of adjustment znd states that,

arrying out the

[*
=

Hon. Charlses 8. Hamlin,
g v e.r nor .
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FEDERAL RESERVE BOARD

WASHINGTON

July 29, 1915.

Dear lir, Delano: D 7['&‘/[ ,.'

I have read the 33335_3fﬂ§333f39?,3?9?4?} and also that of
our Counsel, lir. Elliott, in the matter of adjustment of accounts
between the Federal reserve banks of New York and FPhiladelphia,

. incident to the transfer of member banks in Northern New Jersey
from Philadelphia to New York.

o method of procedure has been prescribed by the Act in
ad justing the respective accounts of banks thus transferred, and
it would seem to me that as the Board is given the necessary
power to readjust the districts, it must, by necessary implica-
tion, have the power to readjust the accounts in a fair, equitable
manner.,

In my opinion the proposed settlement reaches a just, equita-
ble result, and is approved by both parties thereto, and, conse-
quently, should be authorized by the Board, unless it is clearly
in violation of law.

While I have great respect for Judge Elliott's opinion, I am
inclined to think in this case it would be wise to ask an opinion
from Mr. Cotton on the matter before reaching a final conclusion.

Very sincerely yours,
e 2 Za . e
Governor.

Hon. F. A. Delano,
Federal Reserve Board.
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FEDERAL RESERVE BOARD

WASHINGTON July 28

M.C.ELLIOTT
COUNSEL

My dear Governor:-

I have examined, = o¢ ad, the accom-
panying papers which relate 1 Ju"*mCﬂ* of ~c-
counts between the Federal Reservs 1k: of Wew York
and Philadelphia 1ncidant to , vcmber
banks in northern New Jer
District No. 2.

Vhile I fully ¢ cia he force of the
arguments presented in ar a 4 relate to th
the case, I am unable to agree with the
sached that the Board can legally author-
32l Reserve Bank of New York to assume
pay any part of the expenses of the Federal Re-
servs Bank of Philadelphia, or thlf the Board can
egally authorize the Federal Rese Bank of Phila-

elphia to pay any part of its gross eirnlnr to th

Federal Reserve Bank of Yew York.

to be whether the o&nko

payments without exceedi n;

I can find no 11txori+y to sustnin ,‘io rigk on the
part of the banks.

It is contended that if these banks with-
draw from the Federal Reserve RBank of Philadelphia
they are not entitled to receive any dividends out
of the future sarnings of that bank. There is some
force in this suggestion but as explained to the
Board when the rchmmendation was made that accrued
dividend certificates be issued to the ba kb trans-
ferred, it is the opinion of ti

this
course is justified for the follo

Thile it is true that as a method of procedurs
adopted by the Board petitions of banks desiring to be
transferred to other districts have been heard, this
right is not given the banks by the Federal Reserve Act
since the provision to uhiS effect was eliminated from
the House bill and the matter of review was left to the
Federal Reserve Board to be taken up on its own motion.
The method of procedure in question was adopted as ex-
pedisnt in order that the Board might have the benefit
of the arguments of the bankers but, as explained, these

igitized for FRASER
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ks . . o .FAD........2

/s //
/// petitions wers not heard in compliance with any pro-

visions of the Act.

Consequently, the banks transferred did not
withdraw voluntarily from the Federal Reserve Bank of
Philadelphia and ars not transferred to the Federal
Reserve Bank of New York by their voluntary act since
the Federal Reserve Act does not vest in member banks
the right to select the Federal Reserve Bank to which
they desirs to become a stockholder. Their withdrawal

2
on the other hand is due to the act of the Federal Re-
serve Board - an administrative body of the Government
in changling the geographical limits of the Federal re-
serve districts. This being true, and the Federal
Reserve Act being silent on the subject of what amount

e
e
(2}

ditions shall recsive, it
r D

member banks whose stock is canceled under thess con-
d is reasonably within the
province of the Federal Reserve Board to determine this
question and singe their dividends are cumulative under
the terms of the Act, and their transfer is the result
of change in the district lines, it appears to be con-
sistent with the provisions of the Act for the Federa
Reserve Bank of Philadelphia to issue accrued divide
certificates to be paid when the earnings of that vnnk
justify-the payment.

Thc df*e“minﬁ*ion of this question, however,
mer;l" tles he rights as betwsen Federal r rve

e
banks and thei toak 10lders, nzmely, the member banks,
This question is entirely 1ndepcndont of the right ot
ong Fedsral reserve bank to enter into contractural re-
lations with anothsr Fedaral reserve bank.

2 |

In the accompanying brief the suggestion is
made that the Board is without authority to require the

Federal Reserve Bank of Philadslphia to assume the pay-
ment at some future +time of dividends not: yet earned,
and it is urged that member banks withdrawing from the
Federal “CSOTVG Bank of Philadelphia are entitled to
receive only the book value of their respective holdings.

It 1s accordingly arzued that the Board having
exceeded 1ts authority in requiring the issuance of ac-
crued dividend certificates, it can go further and author-
1ze the Federal Reserve Bank of Wew "ork to assume and
pay accrued dividends to the banks transferred out of its
future earnings, and also to pay a proportionate part of
the organization and current expenses of the Federal Re-
serve Bank of Philadelphia. As above stated, I cannot

agree with this conclusion. Whether the °o“rd has authority
t0 require the Federal Reserve Bank of Philadelphia to

itized for FRASER
b://fraser.stlouisfed.org




sSe

sc0 s 000
14~
to the
: e
4

nLon

*
1T

add

eulation

-~

’

not by r

rd can

Boa

law.

A

-
e

ers

edsra
POW

-

™

(0]
& s
¥ g
(3
o
4 =
2
D W
L
o
b)) o
el
O
L O
n
= O
S
oo
A G
w o
42 0
a &
B )
42 ©
o
4+ 4+
A a4
t) O
o
O O
| e
B3
O
S s
+ O
s 0
o«
o
oo
o 4
ol m
+
€ <
o ©
o E
o 5
“ O
& 0
2 ©
o b

QO
of
s of

nsel.

~

(&
i

1-
nse
"y

b3

Ban
Co

~
o

(&

1
th
8

P

k

A

C

arv

SASPY

o

5
Vel L
Re

QVe

V)

-
4

1]
ra

“ -

™
;r;)hll

1AL WD
-~
D

A

w a1

¥

B
valo

—

]

eder:

™

the
A. Dslano,

Covernor.

Ifraser.stlouisfed.org

o
|
)
<
o
LL
L2
©
(V)
N




CHARLES J. RHOADS, RicHarD L. AU s'uh.
- GOVERNOR. CHAIRMAN.

. Epwix S. STUART, GEORGE M.LAMONTE,
DEPUTY- GOVERNOR. DEPUTY CHAIRMAN.

FRANK M.HARDT,
CASHIER.

IFEDERAL RESERVE BANK oF PHILADELPHIA

408 CHESTNUT STREET

PHILADELPHIA,J ul; y 21,1615

FEDERAL RESERVE BOARD,

Washington, D. C.

In accordance with your suggestion, we enclose herewith
a brief setting forth our views regarding the adjustment of earn-
ings and expenses, etc. in connection with the transfer of the

banks of northern New Jersey from District No., 3 to District No.

We also enclose a letter from the Federal Reserve Bank

~‘\of Kew York on the same subject, supplementing our brief.

As you will notice from the date of our brief, this
matter was prepared about ten days ago, but there has been delay
in forwarding it to you on account of the absence of Governor
Strong, to whom it was submitted for his consideration.

Hoping that the reasons set forth in the brief will
appeal to the Board, I remain,

Very truly

Governor.

p:/ffraser.stlouisfed.org



In the Matter of the Transfer of Banks of Northern
New Jersey from District No. 3 to District No, 2, Pursuant
to Order of the Federal ReserveBoard, effective July 1,1915.

To the Federal Reserve Board,
Washington, D, C.
Sirsie=~
In effecting the transfer of the banks of Northern New
Jersey from District No, 3 to District No, 2, the Federal Reserve
Board has approved repayment to the member banks transferred of
the full amount paid by them on account of their subscriptions to
the capital stock of the Federal Reserve Bank of Philadelphia, or
in fact thepayment of the amount of such subscriptions, on the ‘
order of such member banks, directly to the Federal Reserve Bank
of New York on account of their subscriptions to the capital stock
of the latter, {
The Federal Reserve Board is now requested to approve a |
plan of adjustment of earnings and expenses in connection with
such transfer, to which the Federsl Reserve EFanks of New York and

Philadelphia have agreed, as follows:
"EXPENSES _OF ORGANIZATION

The Federal Reserve Bank of lNew York agrees to assume
such pert of the expense of organizsetion of the Federal Re=-
serve Bank of Philadelphia as the capitel of the banks to
be transferred bore to the total capital of the barks in
District lie, & &t the time the essessment was levied by the
Federsl Reserve Board in November, 1914, Expense of organ-
izgtion is not to include cost of furniture and fixtures or
cost of printing and shipping Federzl Reserve Notes,

CURRENI EXPINSE

The Federal Reserve Bank of New York sgrees to assume
such proportion of the current expenses of the Federsl Re-
gerve Bark of Philadelphia as the capital paid in by and
deposits to the credit of the banks to be transferred bears
to the total capital paid in by and depocites to the credit
of all of the member banks in District No. 3 at the close
of business June 30th, 1915,




GROSS EARNINGS

The Federzl Eeserve Bank of Philadelphies zgrees to al-
low as a set-cff to the expenses above assumed, such propor-
tion of the gross earninge of the Federal Reserve Pank of
Philadelphia as the capital paid in by and deposits to the
credit of the banks to be transferred bears to the total cap-
itsl paid in by and deposits to the credit of all of the mem-
_Egiyb%nks in District No, 3 at the close of business June 30,

91.6.

ey
=

It is regpectfully submitted that such basis of adjust-
ment ls the only equitable end proper one in view of the circum-
stances relating to the transfer in question, end particularly in

view of the repayment to the member banks of the full amount of

their subscriptionsto capital stock of the Philadelphia Reserve
Bank instead of limiting such repayment to the book value of their
holdings.

The Federal Reserve Act contains no specific provisions
respecting adjustment of earnings and expenses upon the transfer
of member banks from one district to another, It does, however, (
contain provisions relative to adjustment upon the surremder of
holdinge of & member bank which voluntarily liquidates, It pro-
vides (Section 5) that in such case

S - X the shares surrendered shall be cancelled and the
member benk shaell receive in payment therefor, under regu-
lations to be prescribed by the Federal Reserve Board, &
sum equal to ite cash-paid subscriptions on the shares sur-
rendered and one-half of one per centum & month from the
period of the last dividend, not to exceed the book value

thereof, less any liability of such member bank to the Fed-
dral reserve bank."

It also provides (Section 5) that

" xXx x A bank applying for stock in a Federal reserve
bank et eny time after the organizetion thereof must sub-
scribe for an amount of the capital stock of the Federal
reserve bank equal to six per centum of the paid-up cepital
stock and surplus of said applicant bank, paying therefor
its par velue plus one-half of one per centum a month fram
the period of the last dividend. "

It is submitted that in the case of & transfer of member
banks from one digtrict to another one of two courses should be

followed:

or FRASER -
ouisfed.org
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I The member banke transferred ghould be required to
surrender their stock in the Reserve Bank from which they are
transferred, and receive payment therefor as in the case of volun-
tary liquidation, and to spply and pay for stock in the Federal Re-
gerve Benk to which they are transferred as in the cese of any banks
applying for stock subsequent to organizetion therecf, complying
with the provisions of the Act relsting tec both transsactions, as
quoted; or

i 9 If 1t 16 deemedvproper that the banks transferred
be repeid the full amount of their original subscriptions, without
regard to profits or losses, the Reserve Bank from which they are
transferred sghould be required to pay any share of_profits to which
such member banks would have been entitled to the Reserve Bank to
which they are transferred, or the latter Reserve Bank should be
required to pey the former the propoition of any losses represent-
ing the difference between the hook value and the par value of the
stock surrendered,

If there is a departure from the requirements of the Act,
in the payment to withdrawing member banks of_an amount exceeding
the book value of their shares surrendered, i. e, if the first
course is not followed, the second course would seem to be the
only proper alternative, No other cocurse, it is submitted, coula
be more free from objection, equitable or legal,

Certainly in the present case there would be less
ground for the stockholders of the Few York Bank to object to the
payment to Philadelphia than ground for the remaining stockholders
of the Philadelphia Bank to objeét to being made to bear the loss
properly chargeeble to those withdrawing, Philadelphia has re-
moved from it the capital and deposites contributed by the New
Jersey members, the future use of which would aid in making up

its losses, New York on the other hend will have the benefit of

-3



such additional assets. The stockholders of the New York Bank
have the further advantage of the payment of par for the new stock
issued to the New Jersey members at a time when their own expenses
are still in excess of earnings. There is therefore a considera-
tion for the payment sgreed to between New York and Philadelphia,
Conditions in the second and third Federal Reserve Dis-
tricts, in both of which totel expenses exceeded gross earnings to
July lst, may be such as to eliminate certein objections which
might be raised in cases of transfer where profits have been
earned in one and losses sustained in the other of the Districts
affected by the change. In no case, however, could it be con-
sidered fair that th? remsining members of a Reserve Bank which
has sustained 1osses}ahou1d bear the proportion of such losses
chargeable to members withdrawn from it, Whether or not-it should
be required to transfer a‘portion of ite surpiua profites, if any,

= A~

in excess of accrued dividends, is perhaps not so important to its &
remeining mémﬁéfgmggw;;;;ﬁgszﬂgmhltimate disposition of such pro-

fits under the Federal Reserve Act, It would seem that in every

case the course freest from valid objection must be that most

nearly conformable to the provisions of the Act above quoted re-
specting adjustment on voluntary liquidation and epplication for

stock in Federal Reserve banks subsequent to organizetion. If

it is deemed desireble not to make such adjustment directly with

the member banks, but pay them par on surrender of their stock and

require them to pay par for subscriptions to new stock, the most

equiteble adjustment then must be that the Reserve Bank to which

P,

they are transferred should receive an amount representing any
share of profite to which they would have been entitled to date of
transfer, or assume eny proportion of losses with which they would
have been chargeeble, In other words, the transfer of the orig-

inel capital stock subscriptions at par from one Reserve Bank to

wle

tized for FRASER
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another, in effect places the banks transferred in the same posi-

tion with respect to stock subscriptions as though they had become

menmbers of the latter Reserve Bank at the ocutset. The fairest
method of completing the adjustment must therefore be that which
as nearly as possible places the entire transaction on the same
basis,

We believe that the approval of the plan of adjustment
by the Federal Reserve Board need not esteblish a precedent which
| will be difficult to follow,

! In our consideration of the matter we can hardly of
course disregard the specigl circumstances relating to this transé
fer, but to certein extent at least, théy must exist in all the
early cases of readjustment of districts, The transfer of the
Banks of Northern New Jersey from District No. 3 to District No,

2 was directed obviously becausé the Federel Reserve Board con-
gidered that Northern New Jersey should not have been included in
District No, 3 by the Organization Committee in the first instance.
The chenge was not made because of changed conditions within the
territory occurring subsequent to the original determination of the
districtes, The banke of Northern New Jersey were not included in
District No., 3 in response to any request from the representatives
of the other member banke within that district. They have been
transferred upon their own petition and at a time when the aggre-

\ gate earnings of the Federal Reserve Bank of District No, 3 were

less than the aggregate of organization and current expenses.

B

Beimg permitted to withdraw on their own request at such a time,
such banks would seem to be entitled certainly equitably and as
we believe alsc legally, to receive only the book value of their
stock/and be obliged themselves to suffer the loss represented by

the difference between such book value and the amount they would

be required to pay as subscription to the stock of the Federal

Reserve Bank of New York. This course was not followed for

tized for FRASER -5
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regsons approved by the Federal Reserve Board, It is referred to
again merely to emphasize what would have been the position of the
Federal Reserve Bank of Philadelphis upon the most strict compliance
with the spirit if not the terms of the Federal Reserve Act, It
ig difficult to see any ground for placing the Federal Reserve Bank
of Philadelphia in any other position, i. e. in any position in
which there is imposed upon its remaining member banks any propor-
tion of losses chargeasble to the barnks transferred.

Such considerations as these in connection with the trane-
fer now in question might have been thought to prejudice our view
respecting the proposed plan as & possible precedent,

As we heve endeavored to indicate, however, we believe
that apart from any conditions peculiar to Districts Numbers 2 and
3, when upon the transfer of member banks from one district tec an-
other it is found necessary to depart from what must be considered
the most strict compliance with the provisions of the Federal Re-
serve Act, such & plan of adjustment as that now submitted for the
approvel of the Federal Reserve Board must be reéardéd es the fair
and proper plan, and the freest from legal objection,

It should be added that the attitude of the Federal Re-
serve Bank of New York in the matter of this transfer, the courtesy
and consideration shown by its officers in arranging the various
detanile and their resdiness in agreeing to this plan of adjustment
have been particularly apprecisted by the officers of the Federal
Reserve Bank of Philadelphia.

Respectfully submitted on behelf of the Federal Reserve

Bank of Philadelphia.

s / A
42 E 25 Governor.

Counsel.

July 12th, 1916.

hitized for FRASER =6
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FEDERAL RESERVE BANK
OF NEW YORK

July 20, 1915,

Referring to the matter of the readjustment of Federal reserve
districts liog, 2 and 3 and the consequent transfer of the stock ownership
of the banks of lorthern New Jersey fromn the Federal Reserve Bank of fhil-
adelphia to the Federal Heserve Bank of New York, we have to say that we
have read the brief submitted to your Board on this subject by the officers
of the Federal Reserve Bank of Bhiladelphia and heartily concur in the ar-
guments therein presented in behalf of the plan agreed upon between the two
banks,

/e have no additional argunents to present excent to emphasize

Iy
still further the essential fairness of the plan which seems to make the
liabilities follow the assets, Assuning as we do that the rederal reserve

e
banks will ultimately be successful in earning their dividends and also sur-

=

plusses for the benefit of the govermment, it seems to us clearly more just
that the liability to pay such dividends should follow the assets, i, e.,
the capital and deposits of the transferred banks from the use of wiich the
dividends wili be earned by this bank, rather than to saddle the payment of
suchh gividends upon the other stockholders of the Philadelvhia bank which
have been deprived of the capital and surplus from the use of whicih such
dividends would have been earned,

0f course, the same argument holds true with respect to payment
by this bank of an aporopriate share of the expenses of the Philadelphia
bank, which could fairly be chargeable to the presence as members of the

New Jersey banks transferred and which would have been recouped had such

j//fraser.stlouisfed.org



(ESERVE BANK.OF NEW.( el Federal Reserve .i)L.L July 20, 1915,

J/ banis stayed In as stockholders of the Philadelphia bank,

[ i
{ %ﬁé"ﬁf@? ,);éj_ :

sovernor,

To
Federal Reserve Board,
Washington, D. C.

T /TOR
JAOw /S uuil
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CiiarLESs J. RHOADS, et . RICHARD L.AUSTIN,

CHAIRMAN.

GEORGE M.LAEI()N’[‘I-;_

GOVERNOR.
EpwIN S. STUART.
DEPUTY- GOVERNOR.

/‘f Vi
FRANK M.HARDT. , A
CASHIER. i /’:) 7;. 5 W'm‘

)
| S,

FEDPERAL RESERVE BANK OF PomanELp

408 CHESTNUT STREET

DEPUTY CHAIRMAN.

F, A, DELANO, Esq.,
Vice-Governor, Federal Reserve Board,

Washington, D. C.

, I beg to acknowledge receipt of your telegram of yester-
day} advising that the question as to which bank should assume the
TTability for the accumulated dividends in connection with the
transfer of the banks of northern llew Jersey had been left for
further consideration, but I should have preferred omitting any
allusion to the question in the circular.

I am very glad that this decision has been reached, as
I am convinced that in view of the fact that the Philadelphia
bank has not earned-its expenses for the period covered, it would
be improper for us to assume any such liability. Suppose, for
example, that the Federal Reserve Bank of Philadelphia were to be
entirely abandoned and all of its members transferred to New York:
under such circumstances, it would be absurd for a bank going out
of existence to issue its due bill for accumulated dividends, and
yet, I believe, the transfer of part of its members is really an
analogous situation. On the other hand, in the case of the
transfer of 121 banks from Dallas to Kansas City, where Dallas
has probably not only earned its expenses but something towards
dividends, I still think that Kansas City should assume liability
for the accumulated dividends in view of the fact that Dallas will
probably in the accounting pay something to Kansas City, the re-
verse of the situation between New York and Philadelphia.

Apprecilating the consideration which the Board and its

Counsel have given to this matter, and regretting that I was un-
able to be in Washington, I remain,

Very truly you /

Governor,

gitized for FRASER
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JERAL RESERVE BOARD Hii.
. June 1
; - Ponjamin Strong, Jr., Covarnor,
| Fodsral Reserve Bank,

p22 5707
s New York City. ﬁ;%; . y

At conforsnoce this mornins it was agreod to leave
‘ the ausstion open of sdjustzent of ageounta between the two

Federal Reservs Danks and the issuance of scorued dividend
ecertifientes, and to authorize modification of Joint letter
to msxbor banka by exbodying a provision to the eoffeet that
the Board will later consider and determins which of the
Pederml Reserve Nenks should assume lindility for ncerued

dividends and will then authorize such Pederal Roserve DNank
to jssue the accrusd dividend sertificates.

Viga Governor.
|

|

Digitized for FRASER
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June 17th, 1915

r. G, ¥, Ladonte,
Deputy Federal Reserve Agent,
Federal Reserve Bank,
Philadelphia, Pa.
iy dear ¥r. Lallontese
Your letter of the fourteenth instant
was duly received.
As you have already been advised, the
Board has determined to have the banks arrange
for the surrender and cancellation of stock in

the Federal Reserve Bank of Philadelphia and to

subacribe to the stock of the Federal Reserve

Bank of New York. The adjustment of accounts

as between the two Foderal Reserve Banks will
be treated as an independent question.
7ith best wishes,

VYery singerely yours,

gitized for FRASER
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ABC'D IN FILES SROTIO
‘ APR 2 51850

3
/

A o A A A B vy

June 17th, 1915. .

I‘!z;. Pierre Jay, Chairman,
Faderal Reserve Bank,
New York City.
Uy dear ¥p. Jays=
Your 1?#???,°?,the fourteenth instant
was duly received.
A8 you have already been adviged, the
Board has determined tc have the banks arrange
for the surrender and cancellation of stock in
the Federal Reserve Bank of Philadelphia and %o
subseribe to the stogk of the Federal Reserve
Bank of New York. The adjustment of accounte
28 between the two Pederal Reserve Banks will
be treated as an independent quostion.

With bost wighes,

Yary singe rely yours,

igitized for FRASER
tp://fraser.stlouisfed.org




Your letter of June 1l6th enclosing copies of
forms and instructions recommended by Counsel of the Fed-
eral Reserve Board and approved by the Board, relative to
th

details i transfe " merbe banks & . result of re-

cent redistricting of Dis sNos, 2 and J,

ceived, /e are proceeding with the preparation

and will mail them to the member banks not later than
first of the week,

Respectfully,

Reserve Board,
easury Suilding,
h ton, D, C.

ed for FRASER
raser.stlouisfed.org
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June 17, 1915,

Plerre Jay,
Federal Reserve .igent,
Hew Yori.

R:

A8 requested in_your letter of Juns 16/1 have $o-

day mailed you, under separate cover, 150 copies of Fom

B=2149,

Respectfully,




CriaviEs J 5 DS, 3 — 2C u,\ﬁ.b %—’,Q
OVERNOR. £ o 3 ,uq
EDWIN S. STUART, r | I'f' P AL R < CR\' E BM M. !.AMn e,
DEPUTY - GOVERNOR X % p DeruTy KHAIRMAN,
FrRANK M.HARDT. r f \\ i
CASHIER ” / 2 2 /
—

FEDERAL RESERVE BANK OF Pmm])},l, nm >

408 Gm:s'r\'vlr STREET

> o
le..\m:u'um.
June 1 i N 5 .

Federal Reserve Board,
Washington, D. C.

Sirs: ' ' l
Your letter of June 16,/enclosing /
forms and instructions recomnended by your
counsel relative to the transfer of member
banks to District No. 2, is duly received.

Yours truly,

Goe Deputy Federal Reservé Agent.

Digitized for FRASER
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CHARLES .J. RHOADS, - RicHARD L.AuUsTIN,
GOVERNOR. o CHAIRMAN,
Epwin S. STUART, > GEORGE M.LAMONTE,

DEPUTY- GOVERNOR. - DEPUTY CHATRMAN.

FRANK M.HARDT, w1, =%
CASHIER. FibL T

FepERAL RESERVE BANK oF Pmmmmm § ',w-e\

408 CHESTNUT STREET ; () /,,.‘

"

PmLAl)LLPm,A. June- 17, 1915

f

FEDERAL RESERVE BOARD,

Washington, D. C, ederal Recores Dol

I beg to acknowledge receipt of telegram\with reference
to the transfer of the banks of northern New Jersey, and also let-
ter, enclosing copies of forms and instructions recommended by
Counsel of the Federal Reserve Board in thls connection, both
dated June 16, 1915,

Most unfortunately, I am under the necessity of being
in Cape May Friday morning to address the Annual Convention of
the Pennsylvenia Bankers Association, and do not feel it would Dbe
good policy to break the engagement and thus, possibly, offend a
great many member banks in this district. It also happens that
our Counsel is out of town for a few days and cannot come to Wash-
ington, but I have communicated with Mr, Curtis, Counsel of the
Federal Reserve Bank of New York, and understand that he will be
in Washington Friday morning to go over the questions involved.

In accordance with the telegram and letter, we are pro-
ceeding to have the letters and forms of resolutions recommended
by Counsel of the Federal Reserve Board, prepared to be sent out
to the banks of northern New Jersey.

I would respectfully submit, however, that it does not
seem proper to me that this bank should issue its due bill for
the accumulated dividends to which the banks of Northern New Jer-
sey are entitled under the law on their capital stock payments,
if they are to be transferred to another district. The only
way such dividends can ever be earned and paid is upon the employ-
ment of the resources which will be in our hands after the trans-
fer has been accomplished, and I do not see how it will be fair
to the banks remaining in this district to charge them with that
11abil ity The Federal Reserve Bank of New York will have the
use of those resources, and it would seem to me that they are the
ones who should assume this liability. I hope that Mr, Curtis
will concur in this view and present it to Counsel of the Federal

\\ Reserve Board.

\\ I can arrange to come to Washington early Saturday morn-
\, ing, if desired, and hold myself in readiness to do so on tele-
\&raphic request to that effect.

/N
~

N /.
Trusting that the Board will :;%gfs;an¢,m ‘reasons for
[\

d \\

not coming to Washington tomorrow, I rema y(/, /
k//

Very truly you ,/// \
Covernor.




FEDERAL RESERVE BANK
OF NEW YORK

We are pro-

us very much if you will arrange to
have about opie Tregsury Department Comptroller of
the Currency Form B-2149 for calculation of reserve

banks in cities other than reserve and centrzl reserve

sent to us. These will be forwarded with the other

to the member banks to be transferred.

Respectfully,

Leey,

Federal Reserve Boa

lashingt

igitized for FRASER
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FEDERAL RESERVE BANK
OF NEW YORK

RECEIVED

JUN | 71915
GDVERNOR 'S OFF[CE.

By 17 1955

e

June 16, 1915,

e
= '{'.":‘ {;“a,-\ >

72> %5

\
\

Receipt is acknowledged of your telegram of to-day {o

Governor Strong, relative_to the decision of the Board in regard
to the procedure to be followed in the transfer of the banks in
Northern New Jersey from District No, 3 to District No, 2,

We have been in commnication with the Philadelphia
bank and understand that the work of preparing the forms is now
under way, and we have telegraphed Governor Strong the substance
o? your message in order that he may be fully advised thereof,

Respect fully yours,

sl
Chairn /; 5

i

Honorable Chas, S, Hamlin,
Governor, Federal Reserve Board,
Washington, D, C,

PJ/LCE
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Pedernl Beoarve Hoavdh 7,00
harles J, Rhocds, Soverner,
Federa]l Roserve Bank,
Piiladelphis, Pu,

At conferenes this moraing it was ngreed to lenve
the question cpen of odjustment of secounte botween the two
Pedoral Reserve Banks and the lssuance of sccrued dividend
certificntos and to authorise wodificstion of joint letter
to mewbsr banks by ewbodylag = provisien fo the effect thet
the Board will later coneider and determine which of the
Federal Rsserve Nanks shonld assume 1iabllity for agormed
divideonds and will then anthorize such Padernl Reserve Pank
to isews the acorusd dividend gertificotes.

M
Yiee flovornor.

Digitized for FRASER
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@ TELEGRAM
FEDERAL RESERVE Bomzz.;/?l« "é

WASHINGTON

Form 40

June leth, 915,

Charles J. Rhoads,
Care Federal Ressrve Bank, Chicago, Tllinois

¥emorandum of agreoment between the Federal Reserve Banks
of ¥ew York and Philadelphia contains srovisions which present legal
difficnltioa, YWave wired you to Phlladelphia te armnge {or passage

of resolution by menbsr banks which have been mpproved as submiti-d.
Also for sending out joint letter with gertain amendments. Ths
Board desires you & your gounsel to vizit Tachington on your roturn
from Chicago to tuke up the guestion of adjustment of accounts
botween the Pederal resarve banks,

OFFICIAL BUSINESS
GOVERNMENT RATES
CHARGE FEDERAL RESERVE BOARD
gitized for FRASER
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PEE——

File No /{,0'_5! %TE EGRAM

Officaof Ceneral Lounsel
l‘u(luF:E\pDIEt‘R-)ﬁalrd\ R HEETRVE REC’:D Hrre
s ON IN FILES

SECTION

1€5thﬂl}lﬁ_’é§> “ 1950
23 e

tharlos J. Bhonds, Cewernor,
pedersl Resorve Dank, Philadelshia, Pa.

In furthor roforones to plan sudbsitted for teamsler of

‘ wanks in northern Wor Jersay, form of resolutione o be passed by
seabor bonks embodded in applientiens for surrender of stook in Fodorl
Negerve Demk of Philsdeiphis and for application to ctock in Pedoml
fegerve Mook of NWev York hows this day beon sporoved. Proposcd jolnt
1ettor has Daon asprowed with clisisaticn of srovisions that ¥Wodeml
naserve Dank of Bev York will acssmes 1iability for saerund dividends
dus atockholders Pederal Raserve Dunk of Milladeiphia ohich are trang-
forred. Use of Pora B ome Ioriy nins for e=leulntion of reserve hao
been aoproved. Ooversor Stromg or ¥r, Murtls nad Govsrnor Nhoade and
wiz sounsel #ill be vequestod o wislt YnzMnzton on thelr return from
(hiengo to take up adjustment of gertain proviziens containad in agreos
pont betwsen the tee danks whleh present legel difficulties, Thess onn
be treated independently and nreangoments should be mada to prooced ot
anes to have meabsr bonke pres resolution: anl {ilc nageceary apdlione
tions %o porfect the teamefer, Mjustment of agcounts batwoon the

oEEICIAL BUsINEss Faderal reserve banks €0 he d-tersined iatsr.
VERNMENT RATES

o CHARGE FEDERAL RESERVE BOARD
gitized for FRASER
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POSTAL TELFSRAPH — COMMERCI™L CABLES

" CLARENCE H. MACKAY, PRESIDENT.

R£CEIVED AT @ DELIVERY NE) -
POSTAL TELEGRAPH BUILDING T E l E G H A M 9,')
1345 PENNSYLVANIA AVENUE :
WASHINGTON, D. C.

TELEPHONE: MAIN 6600

18W—19058 DESIGN PATENT NO, 40529

83ny a /22 t71 (/Jf/ P

"hlo r0,ILL, June

Governor Federal RGSG.“VC‘; Roardes

a

. 1 a r
Telegram received Mr Gurtls vill® b 1n-Ta

ing resret my boys commencement prevents

you for telesraphing,

gitized for FRASER
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Dear Sim

1 transmit herewith copies of forms and instruc tions

prepared by Counsel of the Federal Reserve Board and ap-

proved by the Bourd relative to the details of transfer of
manbarshanks as result of the recent redistricting decisions
made public by the Board.

Flease take action inaccordance with the enclosed mat-

tar.

Respectfully,

Er, Plorre Jay,
Federal Reserve igent,
Hew York.

gitized for FRASER
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tronsmit herewith copies of forns

-~

=ty Comnsel of the Federal Reserve

Board relative to the details of transfer of

QLS VA

venkerus result of the recemt redistricting decisions

<

publie by the Beard,

Plana s 0l b & A ; o a9 -
rloase talke action in accordance with the enclosed mate

Respectful 1y,

gitized for FRASER
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_June 16th, 1915,
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¥

J
My dear Governor:e=

A

As requested by the Board, T have examined tho ag=
companying papers which relate to the plan agreed upon by the
vederal Resorve Dank of New York and the Federnl Resarve Bank
of Philadelphia for ths transfer of certain banks in northern
Hew Jorsey [rom District Wo. 3 to Distriet Wo. 2., These papers

gonglat of =

(1) Prroposed resolutions to bs adopted by member
banks in northarn New Jersey.

Proposed joint lettor 4o be sent to the banks
to bo transforred,

(3) Treasury Form B-149 referred to in jolnt letter.

(4) Meworandum of sgreement botwoen the Federal No-
gerve Pank of New York and the Tederal Reserve
Bank of Philadelphia.

For convenience these will be considered in the order
indieated:

(1) The proposed resclutions are embodied in f{orme
of applieation for surrender of stock in the Fademl Reserve
Bank of Philadelphia ;nd for gubseription to stock in tho Fed~
eral Reserve Bamk of Wew Vork. These forme appear to be en=
tirely in nccord with the provisions of the At and ast forth
fully and comoisely all material faesta, I, therelors, ro gomnond
that the Board approve their use in this ease and that subatan-
tinlly similar forme be adopted for use in other districts afe~
fected by the order of the Board which becomos sffective Ifrom

me 1’ 191':"'
|~
\ (2) The proposed joint letter to be sent to tho mom=
igitized for FRASER X
tp://fraser.stiodisfed.org ber banks to be transferred also appsars to be entirely con-
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sletent with the provisions of the Aot with the exception

of the next to the last paragraph on page three., This pari=

graph reads as follows?

#lpon gonpletion of transfor of your bank to diew
triet Wo. 2, the Federal Reserve Dank of Yew York will
agsume all 1iadility for dividends thal have agerued
$o July 1, 1915, on your stock in the Paleral Reserve
Bank of Philadslshia to whigh you may bo ontitled un-
der the Federal Heserve Act".

This paragraph is manifestly ingorporated in the
jetter in question pursuant to the agresment between the two
Foderal reserve banks, For reasons vhiech will bs mweore fully
disoussed in considering this agroement, this assumption of
14ability on the part of the Foderal Reserve Bank of New York
doss not nppear to be authorized by law and aa at present ad-
vised would, in my opinion, constitute 2n ultrs vires asct on
the part of the offigers and ilregtors of that bank.

I, therefore, recoumond that this paragraph should

be eliminnted and that the Federal Reserve Bank of Philndel-

‘phia should issue to the membor banks tranaferred an agoruad

dividend certifieste payadle to such member banks when other
agorued dividends are pald to its stoekholders, A suggested
form of eertifigate has been subdmitted to the Board for ite
consideration and copies have been sent to the Governors of
the Fedsral Reserve Banksof New York ani Philadelphia,

(3). Treasury Form B-149 preseribing method of oal=
oulating veserve has, I understand, been heretofors approved
by the ﬁapurtm@nt and it is, of course, ontirely proper that
this information should be furnished the Fedoral reserve

banks,




cgrloo.ointtttil

(4) The meworandum of sgreement batwsen the Feder-
al Reserve Dank of Wew York =nd the Federml Resorve Bank of
Philadelphiaz gontaine eertaln provisions whieh do not appear

to be authorized by the Pedoral Reserve Act, ns understood by

thin offige, snd unless the Board ¢an ba fully satlafied of

the legnilty of those provisions 1ts apsroval should, of course,
be withheld, Briefly gummarized, these provisiona are to the
following sffect:

(1) An agrseoment on the part of the Federal Resorve
Bank of Wew York to agaume nnd pay a proportionate part of tho
organisntion ani gurrent expensas of the Federal Reserve Bank
of Philadelphin,

(b) An agreement on the part of the Federal Reserve
Bank of Neow York to mssume n)l 1liabllity for dividonds that
have agorued to July 1, 1915, on stock held by membor banks of
the Federnl Reserve Bank of Philadelphia,

(e¢) An agreemont on the part of the Federal Reserve
Bank of Philadelphia o pay to the Federal Reserve Bank of New
York » proportionate sart of its gross earnings from date of
organization to July 1, 1915,

Theso agreements are evidently ﬁradlcatad upon the
assuzption that the effoet of the resolution the Bonrd adopted
¥ag 4th, which resdjusts the limita of Districts 2 and 3, is
to anmul and gangel the memborship in the Federal Reserve Bank
of Philadelphia of those banks which are affected by the order
of the Board and to mike thelr membaerahip in the Federal Re~
serve Bank of Vew York, to whigh they nre transferred, effective

igitized for FRASER
tp://fraserstlouisfed.org from the date of its organisation,
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This assumption, howsver, is not only inconsistent with the

terms of the order which becomes effective on July 1y 1918,
but it would hardly be within the power of the Board to
legally enter an order making a bank's mombership effective
from a date several months prior to its subseription to the
stock of a Federnl reserve bank and ganceling n bank's men-
bership as of some prior date.

The banks in northern New Jersey will not become
eligible to membership in the Federnl Reaervg Bank of New
York until July 1, 1915, and any attompt on the part of the
directors of the Pederal Reserve Bank of New York to assume
the payment of interest on the eash-paid subseriptions of such
member banke while stockholders of the Federal Reserve Bank of

Philadelphia would, as above stated, appear clearly to be an

u‘zra vires act for which the directors might be held liable.

The same objeetion pertains to the payment of any
part of the organization and ecurrent expenses of the Federal
Reserve Bank of Philadelphia and to the payment by the Federal
Reserve Bank of Philadelphia of any part of its gross earanings
to the Federal Reserve Bank of New York.

It should be borne in mind that the transfer of mem-
bership of the banks in question iz not a metter of agreement
as hetwsen the two Federal reserve banks but results from the
fact that the altemtion 4in the district lines renders these
banks ineligible to hold stock in the Federal Reserve Bank of
Philadelphia and makes them eligzible, after July 1, 1915, to
hold stock in the Federal Reserve Bank of New York.

The letter of the Secretary to these banks that they

oy R should "work out a Rlan" for the transfer of banks in the af-
gitized for :
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feeted territory should not be comstrued ae authorizing

any agreoement incoasistent with the provisions of the Aot.

It wag ¢learly intended to relate to the detalls of pro-

gedurs to be adopted in surrendering and ¢angelliing atoak,
the refund of eash payments snd the tranasfer of reserve and

deposit balangss. In so far as the plan submitted doala

with these questions the Board is, as above stated, fully

justified in signifying ite approval but I am unable to agree
that the Board ¢an legally authorize the Federal Reserve Dank
of Wew York to pay the relatively smell sum of $8,124.04 (the
amount eatimnted by Mr., Jaoy to be the cost of transfer under
the plan agreed upon) and to ageume the payment of approximate-
1y $24,000 ageruecd dividends on stock of the Foderal Reaerve
Bank of Philadelphia, Tf the Deard desires to give this dhage
of the matter further gonsideration, I would respectfully

rogommend -

Firgt. That the forms of applieation for surrender

of stock in the Faederal Reserve Bank of Philadelphia, and for
subseription to stogk 1in the Federal Reserve Dank of New York
be anproved,

Segond. That tho joint letter be approved with the
amenduzent suggested,

Third, That the adjustment of any elaim that the
Vederal Reserve Bank of Philadelphia may have against the Fed-
eral Resmerve Bank of Wew York on aceount of these transfers
be trented as an independent question and that Counsel for the
respective Fedoral reserve banks be regquested to sudbmit for

the Poard's ccnsideration opiniona dealing with the right of




ool &
Uillessasess oo sel

b ] B

& 2y hoato B 2 ol B
the dircetors and officers ol whe hanks in queation to
concummats the tentative agreement submitted.

Owing to the faet that both Govermor Strong and

3 Mt anon ntdand w0 mead "
govarnor Rhoads have been in Chieago tiending a meoting

. b . ad ranliez to my
of the Governors, I have not yob received raplie o my

letters ralsing these questlons. It is

that I suggest that the tranefers of membership be conswn=

waked and the question of adjustment of aggounts as belween

the Federal reserve banks be trented independently.
Respactiully,

e
! unse
Homn., Charlss 8, Hamlin, Counsel .
Governor.

gitized for FRASER
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MEMORANDUM OF AGREEMENT
BETWEEN PEDERAL RESERVE BANK OF PHILADELPHTIA AND FEDERAL RESERVE BANK
OF NEW YORK FOR ADJUSTING THE TRANSFER OF 131 BANKS IN NORTHERN NEW
JERSEY FROM DISTRICT NO. & to DISTRICT NO. 2, AS OF JULY 1lst, 1915.

EXPENSE OF ORGANIZATION

The Federal Reserve Bank of New York agrees to assume such part
of the expense of organization of the Federal Reserve Bank of Philedelphia
as the ogpital of the benks to be transferred bore to the total oapital of
the banks in Distriot No. 3 at the time the assessment was levied by the
Federal Reserve Board in November, 1914. Expense of organization is not
to inolude coet of furniture and fixtures or cost of printing end ahipping
Federal Reserve Notes.

CURRENT EXPENSE

The Federsl Reserve Bank of New York sgrees to assume such pro-

portion of the current expenses of the Federal Reserve Bank of Philadel-

phie as the capital paid in by and deposits to the oredit of the banks to

be transferred bears to the total capital paid in by and deposits to the
credit of 211l of the member benks in Distriet No. 3 at the close of busi-
ness June 30th, 1915.
GROSS EARNINGS

The Federal Reserve Bank of Philadelphia agrees to allow &s a
set-off to the expenses gbove assumed, such proportion of the gross earn-
ings of the Federsl Reserve Bank of Philadelphis es the ogpitael peid in
by and deposits to the oredit of the banks to be transferred bears to
the total ocspital paid in by end deposits to the oredit of a2ll of the mem=~
ber banks in Distriet No. 3 at the olose of business June 30, 191b.

It is agreed that the plan of adjustment shall be presented to the
banks to be transferred in a2 joint letter signed by the Governor of the

gitized for FRASER F
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Memorandum of Agreement -2~

Federal Reserve Bank of Philedelphia end the Governor of the Federal
Reserve Bark of New York. A oopy of this letter is attached, together

with resolutions referred to therein, all of which asre to be & part of
this Agreement.

pitized for FRASER
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Union llational Bank,
Union, H.Jd.

Dear Hirs:

By resolution adopted liay 4, 1915, the Federsl Reserve Board

By
grented the petition of certain benks in Northern New Jersey for the
_reafljusting of Districts llos. 2 @nd 3. In such readjustment the

county in which your bamk is situated is to be included in Distriet

No. 2 on end sfter July 1, 1915.

For the purpose of carrying out the resolution of the Federal

Reserve Board, you are requested to heve your Board of Directors adopt,
on or before July 1lst, the enclosed resolutions covering the gurrender
of your stook in the Federsl Reserve Bank of Philedelphia end application
for stoek in the Pederal Reserve Bank of New York. llhen this has been
done a certified QOp& should be forwarded to the Federsl Reserve Bank
of llew York. Two copies of the resolutions are enclosed so that you
mey have & duplicate for your files.

For convenience, we have arranged the necessary operations

in order, as follows:

1. Adopt the resolutions above referred to and send a certi#

igitized for FRASER
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to the Federal Reserve Bank of llew York.

The

Seldd to,iederal Reserve Bank of New York with the certified

sopy of the resolutions, 211 receints issued a2nd sent to you for pay-

ments made by you on secount of your subseription to the capital stock
of the Federsl Reserve Benk of Philsdelphisz.

3. HExecute snd send to the Federal Reserve Bank of New York
the enclosed order, suthoriming the Pederszl Reserve Bank of Philadelphia
to remit to the Federsl Reserve Bank of New York om your behalf, the
net smount heretofore paid hy you on sccount of your svubseription to
the ospital stock of the Federel Reserve Benk of Phileadelphia. This
payment will be espplied by the Federal XHeserve Bank of New York on ac-
.count of your subseription to the sepitel stock of seid Bank.

Upon receipt of this peyment, the Federal Reserve Bank of
New York will execute end forward to you its temporary receipt for the
amount so pseid.

4. At the close of business June 30, 1915, for the purpose of

transferring your reserve balance from the Federsal Reserve Bank of

b://fraser.stlouisfed.org




Fhiladelphie to the Federal Reserve Bark of New York, please send to
the Iedersl Reserve Bank of New York for your credit, your draft on
the Federsl Reserve Bsnk of Philedelphis for the balxnée eg shown on
your books.

Please fill out Tressury Department Form B-2149, caleulation
of reserve =g of the close of June 30, 1915, znd send 1% to the Federal

Reserve Bank of New York.

The Federal Reserve Bank of Philadelphis will send statement

. o
of your account $threugh the close of business June 30th end will reeon-

e¢lle it in the usual menner.
Upon completion of transfer of your Bank to Distriot No. 2,
£
the Federal Reserve Bank of New York will sssume 211 liebility for div-

jidents thet hsve sserued to July 1, 1915, om your stock in the Federal

Federsl Reserve Act.
¥indly note that gll of the sbove pepers are to be sent to
the Federsl Reserve Bank of New York.

lgitized for FRASER \E
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(rovernor.

™ 4 DO % 0a T rO\ R
PEDERAL RESERVE BANK OF NEW YORK

Governor.
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Federal Heserve Bank of Philedelphia,
‘hilsdelphia, Pa.

Dear Sirs:

In sccordance with resolution of the Federal Reserve Board

dated liay 4, 1915, transferring this bank from District No. 3 to Dis~-

trist lNo. 2 end with the resolutions of the Boasrd of Direcetors of this

benk dated 1915, this bank hes applied for cancellation of

its shares of the stoclk of the Federal Reserve Bank of Philadel-

phia and has spplied for shares of the stoock of the Federsal

Reserve Bank of New York.

To faecilitate these trangaetions you are hereby authorized
and requested to pey to the Federal Reserve Bank of New York on account
of our subseription to the capital stoek of that bank § represent-
ing the net amount paid by us 6n scoount of our subseription to

shares of your capital stock.

Yours very truly,

Prepident or Cashier.

igitized for FRASER
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At a meeting of the Board of Directors of the

of

of ... 191 , the following resolution was offered and duly adopted:

“WHEREAS, this Bank has subscribsd to shares of
the capital stock of the Federal Reserve Bank of Philadelphia, pursuant to a resolution adopted by its Board of Di-
rectors  on Ahe ...t day of veeee. 1914, in 2ccordance with the provisions of
the Act of Congress approved Dacember 23rd, 1913, and known as the Federal Reserve Act, and has paid on account
thereof in instalments the sum of § said sum being 50 per cent of the par value of said
shares;

AND WHERFEAS, according to the certificate filed April 2nd, 1914, by the Reserve Bank Organization Com-
mittee with the Comptroller of the Currency, designating the several Federal Reserve cities and defining the geogra-
phical limits of the districts to be respsctively served by the Federal reserve banks located in sald cities, this Asso~
ciation was at that time located in District No. 3, which district is served by the Federal Reserve Bank of Philadelphia;

AND WHEREAS, the Federal Reserve Board under the authority granted to it by Section 2 of the said Federal
Reserve Act has by resolution adopted May 4th, 1915, ordered that Federal Reserve District No. 2 shall be modified
and extended so as to include on and after July 1st, 1915, the Counties of Monmouth, Middlesex, Hunterdon, Somer-
set, Union, Essex, Passaic, Hudson, Bergen, Morris, Sussex and Warren in tha State of New Jersey, which said Coun-
ties have heretofore been included in Federal Reserve District No. 3;

AND WHEREAS, this Association is located in the County of in the State of New
Jersey, said County being one of the 12 counties transferred by said resolution and order from District No.3 to
District No. 2;

NOW THEREFORE BE IT RESOLVED, that the President or Vice-President and Cashier of this Association
be and they are hersby authorized, empowered and directed to make application to the said Federal Reserve Bank
of Philadelphia for the cancellation of said shares
of stock heretofore allotted to this Bank and for the refund of all payments made thereon;

AND BE IT FURTHER RESOLVED, that the President or Vice-President and Cashier of this Association be
and- they are hereby authorized, empowered and directed to make epplication for and to subscribe to....eeen.... e
shares of the par value of $100. each, of the capital stock of
the Federal Reserve Bank of New York, to pay for such stock in accordance with the provisions of the said Federal
Reserve Act, and to take any other action neccessary or desirable to the accomplishment of the said readjustment.”

3 ﬁﬂrﬁbg ﬂm‘ﬁfg that the foregoing is a true and correct copy of a resolution passed

by the Board of Directors of this Association on the date specified.
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Pursuant to the foregoing resolution the...
Of R AR r makes application for the cancellation
of... °h'x"<*" of stock of the Federal Reserve

Bank of Phlladelphza heretofore alloted to it, and for the refund of such cash payments as tlus
Bank may be entitled to under the provisions of Section 5 of the Fedsral Rserve Act.

, Pursvant to foregoing resolution, the ek
0.k hereby subscribes to ‘'makes nnphcahon to the
Federal Reserve erd for e shares of the capital
stock of the Federal Reserve "Bank of New York of ‘the pm value. of €100. each, amounting to

8 e Alid agrees to pay for same in accordance with the provisions
of the I"ederal Reserve Act

( SEAL) President

Cashier.

We, the undersigned, herehy certify that this Bank has an unimpaired capital of $

andesurpiiat of 58, "aos o ea st as cshown by its books at the close of
business on the day of 191

(To be signed by three or more directors)

gectors)\

~ LOCATION OF APPLYING BANK

(Prease fill in.)
City or Town
County

4

of
CERTIFICATE{\FEDEEAL RESERVE AGENT

The foregoing application for the surrender of stock in the Federal Reserve Bank of
Philadelphia has been examined and the statement of the number of shares allotted to the ap-
plying bank has been verified. I reccomend that
shares of stock be accepted for cancellation and that the cash subscriptions already paid for
this surrendered stock be returned.

(,f/!)} = Federal Reserve Agent
\/. A \}p)}( FEDERAL RESERVE BANK OF PHILADELPHIA
W
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N
The foregoing spplication. for secsessrssnncsssssnsesnasBhares
of slook in the Mederal Reserve Bank of llew York has been examined
and checited. The smount of stock applied for is equal to 6% of the
capital and surplus of the epplying bank se shown by certified state-
ment of i)irectol‘s. g | l‘COOtﬁmeﬂﬂ th“:to sessenensscasssnssassesnETES
of stock be allotted to it by the Federsl Reserve Bosrd.

coct-.l.lOQ.OQ........O....l....!’i.ll
Federal Reserve Agent

FEDERAL RESERVE BANK OF N"W YORK

CERTIFPICATE OF APPROVAL
The foregoing application for the MXrrender of scocencssssnves
ssessssssssaceShares of stoek in the Federal Reserve Benk of Philaedel-~
phia, snd for the allot#ment OfconvnvntonsnsscncosonsssssesssBNETOR
of stook in the Tederal Ieserve Bank of lew York has been approved by
the Federal Reserve Bosrd.

'Q.“.I.......'......I..............

seoretary, Federal Heserve Bosrd.

RECORD OF ENTRY

The foregoing spplication has been duly entered on the records
of the Federal leserve hoard.

0Q'.l.l......l'..&..G“...'l.‘l....

Eookkeeper

"O....'l‘...l........‘..l.I.!l191 -
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My dear Governor:

I have examined the agroement submitted by the Federal
reserve banks of Philadelphia and New York relating to the trans-
for of msmber banks located in Northern New Jersey Iromtthe Phil-
adelphia to the New York district, together with the appended forus
and resolutions, and find that there is but one substantial differ-
once betwsen that agresment and the one suggested by Mr. Elliott.

The forms and resolutions in so far as they affect member
banks themselves =re practically the same. Exhibit "D* of the
New York plan embodies the resolution of the board of direétors
of the member bank and the applications for the cancellation of
atock in the Federal Reserve Bak of Philadelphia, and for the al-
lotrent of stock in the Federal Reserve Bakk of New York. This
Exkibit "D" gseems to be inm very good form and contains everything
that is covered by Exhibits "A® and "B" of ¥r. Elliott's plan,
with two exceptions: (a) that Exhibit "D® of the New York plan
relates only to the question of capital stock, whercas Mr. Elli-
ott's forms provide also for an application for refund of the re-
serve deposits; and (b) Mr. Elliott's form of resolution provides
that the board of dirsctors give the president or cashier author-
ity to authorize the Philadelphia bank to make the transfer of
funds direct to the Xew York bank, whersaseunder the New York
plan this suthority is given to the Philadelrhia bank by the pres-
jdent and cashier of the member bank without any resolution on
the part of the Board of directors of such bank. This differonce,
however, would hardly seem important.

Inasmuch as the details of the agreement were left to the
various Foderal ressrve banks by the Board, I would suggest that
Exhibit "D® bg approved by the Board. Exhibit "D* in conjunction
with the plan to transfer reserve balances by draft, covers all
the points provided for in Mr. Elliott's forms marked ®Exhibit "A®
and "Exhibit B". »

Exhibit "C"® of the New York plan is the writtem authority
of the member bank to the Philadelphia bank to transfer its cash-
paid subseriptions to the New York bank. This point is covered
in Mr. Elliott's Exhibit "A®", and there seems to be no necessity
for requiring Exhibits ®C* and "D® of the New York plan to be com-
bined me Mr. Elliott has done.

aser.stlouisfed.org
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Exhibit *"B" of the New York plan is the letter of instruc-
tions %o de forwarded to member banks in the transferred district.
This letter is not at all inconsistent with the plan proposed by
¥r. Elliott, except (a) reserve balancee are to be transferred by
draft on the Federal Reserve Bank of Philadelphia instead of by
authority of the board of directors of the mexzber bank, to such
Federal reserve Bank of Philadelphia to make the transfer; and
(v) that it contemplates that the New York bank will assume all
liebility for dividends that have accrued uwp to July 1, 1915, on
the stock held by such member banks in the Pederal Reserve Bank of
Philadelphia.

This raises the vital and important distinction between
the two proposed plans. :

Under the New York Agreement the Federal Reserve Bank of
New York agrees to assume a portion of the organization and cur-
rent expenses of the Philadelphia bank up to the close of business
June 30, 1915, and the Philadelphia bank agrees to allow as a set-
off a similar proportion of its gross earninmgs up to the close of
business on June 30, 1915. The New York plan also contemplates
that the Federal Reserve Bank of New York will assume the liabile~
ity for the payment of accrued difidends due to the member banks
transferred.

The agreement proposed by Mr. Elliott is based on the con=-
clusion that the transfer of northern New Jersey takes effect on
July 1; that up until that date the membsr banks located in that
region are members of the Federal Reserve Bank of Philadelphia;
and that as such the Philadelphia bank should pay any expenses inw
volved on account of such banke and that it is entitlsad to the ?
earninge resulting from the use of the deposits of such banks;
dnd, furthermore, that it should maintain the liability to pay ac-
crued dividends on the stock of such banks for the period between
Novembor 16, 1914 and July,1, 1915.

&

Unless the order of the Board made the transfer effective
as of the date of November 16, 1914, - an act which would be of
doubtful legality, = Mr. Elliott is of the opinion that there is
no legal authority for the Federal Reserve Bank of New York to
pay even a proportionate amount of the expenses involved in the
organization and operation of the Philadelphia dank. So, also, it
is doubtful whether the New York bank would have the legal right
to assume the liability of the Philadelphia bank to pay accrued
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dividends. Similarly, the Philadelphia bdank hae no legal right
to pay a proportion of its gross earnings to the New York bank.

It ie argued, of course, that the Philadelphia bank in
paying organization expenses reasonably conplated that northern
New Jersey would bs located in the Philadelphia distriet indefi-
nitely, and tha ®rganization expenses would be a very small item
as compared with the ultimate $ood or profit to de obtaived out
of the use of the funde of the member danke of northern New Jer-
sey if they were loft indéfinitely in the Philadelrhia district.
The fact, however, that the expenees of the Philadelphia dank have
exceeded ite earnings is responsibdle for the loes that must fall
somewhere, and to argue that merely because a part of the Phila-
delphia district has been transferred to the New York district
New York chould assume that loss, is inconsistent with the legal
rights involved.

The present members of the New York district might well
say that the proportionate deficit of $8,000 in the Philadelphia
bank is a misforture wiich they should not be compelled to pay
juet because of the one fact that they are prosperous.

It is felt that the New York plan promises an equitable
adjustrent of the eituation, but it herdly seems fair to the
member banks of the New York distriet. It is purely a gratu-
fitous contridution on their part to the Philadelphia dank, made
on the ground that the Philadelphia bank has a deficit and the
Now York bank & surplus. It ie true that the amount involved
ig relatively small, &nd that possibly the New York member banks
might not complain, but it is equally true that inasmuch as the
amount involved is small, the Philadelphia banks will not com-
plain, and, particularly as they have no lepal right on which
to base their objection,On the:otharshand it seems.to me that the New
York member banke might well show that the Federal Reserve Bank
of New York has mo lesal authority whalasver for the payment,out
of its funde,of @ight thousand-oddl dollars to the Philadelphia
bank bocanse it has failed to pay expenses in the past.

The plan of adjustment of transfers should be uniform in
the yarious districts in so far as it is possidle, and certainly
g0 unless there is some valid ground for making a distinction in
the various distircte. If this New York plan is adopted mersly
to govern the transfer of morthern New Jersey, Dallas might well
argue that they, too, should be paid for their proportion of the
organization expenses or for the earnings of the Dallas bank sx<eed

expsnass, e Kansas City bank will very prodably file a ¢laim

that they should be treated according to the New York agreement,
in which case they would necessarily be paid a certain balance by
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the Dallas bank, in addition to recei:ing all the benefite to be
derived from the new members.

I can not gee any argument which will be sufficient
ground for the Board to make a valid distinction bdetween the
Oklahoms and New Jersey transfers. In the one case, Philadel-
phia haz leoet money; in theother, Dallas has made money. There
ig¢ no more logical reason for demanding that New York pay Phil=-
adelphia, to make gocd its losses, than that the Board should
demand that Dallas pay over to KansasCity the proportisaite
earnings it has made dus to the membership of the banks in
southorn Oklahoma which are to be transferred July lst.

It seems inevitable that one bank or another of other
districts will complain if they are treated differently f{rom
New York, and I do not believe that the Board has 2 convincing
answer to give to justify the dietinction.

I feel sure that Mr. Elllctt will suggest that the New
York plan be adopted as far as the procedures and the formssubdb~
mitted are concerned, btut I do mot believe that he will feel
at liberty to agree %o the rest of the plan, which is, at best,
of doubtful legality, merely for the purpose of saving the
Phil-ddlphia bank about $8,000.

Respectiully,

SV\\WA MCWW
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My dear Judge Elliott:

Your letter of June 12th Yo Governor Strong has been handed

e TR

to me in his absence and I was preparing & memorandum on the subject

when lr, Warburg happened in about half past two, and I spoke to him
of the matter,

I gave him a copy of the memorandum as far as it had gone up
to the time he was in the office, and a copy of our file of papers on
the subject, all of which he stated he v.'ouid look over on the train,

In the absence of both Governor Strong and ilr, Curtis, I am merely elab-
orating slightly the memorandum I gave him when he was here,

I should like very much, if it seems advisable to the Board to
mke any changes in the plan agreed upon between Fhiladelphia and New
York, to have the matter lie over, if possible, until the return of Gov-
ernor Rhoads and Governor Strong from Chicago, where they are attending
the Governors' Conference, and trust that this canm be arranged.

Yours very truly,
Somree P
L Yrrc
Chairmen,

Honorable M, C, Elliott,
Counsel, Federal Reserve Board,
Washington, D, C,

PJ/LCE

kp://fraser.stlouisfed.org



glitized for FRASER
kp://fraser.stlouisfed.org

FEDERAL RESERVE BANK
OF NEW YORK

—————————

June 14, 1915,

Dear lr, Warburg:

Referring to Judre Elliott's letter to Governor Strong, dated

—————————"

June 12th, relative to the plan for the transfer of the banks in North-
ern New Jersey from District No, 3 to District No, 2, and confiming our
conversation on the subject when you were in our office this afternocon,
we have been working on this matter in accordance with the suggestion
contained in Mr, Willis' letter to Governor Rhoads of lMay 7th, which reads

as follows:

"I was instructed to say to you that the
Board would be pleased if you would now proceed
to work out, in conjunction with the Federal Re-.
serve Bank of New York, a plan covering the de- .
tails of the transfer of the banks in the terri-
tory which has been shifted from the Fhiladelphia
District to the New York District, and when such
plan has been arranged to your mutual satisfac-
tion, transmit it for the comnsideration and ap-
proval of the Board itself,”

The main difference between the two plans is this:

(2) The plan agreed upon by the New York and
Philadelphia banks contemplated an adjustment of
expenses and eamings between the twe banks and
the assumption of the accrued dividend by the New
York bank,

(b) Judge Elliott's plan contemplates no ad-
justment of expenses or eamings and leaves the
payment of the dividend, when earned, up to July
1st on the Fhiladelphia bank,

The cost of the transfer to us is estimated at $8,124,04, as

follows:




DERAL RESERVE BANK OF NEW Yu
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Hon, Paul i, WariW@g

6/14/15,

Ratio of expense, both current emd organization, less that
part of organization expemse appropriated for the cost of prepar-
ing Federal reserve notes chargeable against 131 banks in Northern
New Jersey transferred to the New York District, to the close of
business April 30, 1915.

Capitale. voveidvaes

DepositSessanaceacss

Orgenization Expense
(Basis-Capital)
Cuarrent Expense
(Basis-Capital &
Deposits)

Earnings
(Basis-Capital &
Deposits)

Total
#12,501,500,00

21,558,334, 51

HNorth Jersey
Banks

$1,925,300,00

3,198,837,00

Balance
$10,576,200,00

18,359,497,51

$34,059,854,51

Paid to 4/30/15

$5,124,137,00

N, Y Portion

$22,238,96
65,349,28
$87,588,24
34,114,57

53,473,67

$3,424,93
9,831,48
13,256,41
5,132,37

8,124,04

$28,955,697, 51

Balance

554517,80
74,331,83

28,982,20

45,349,63

A rough estimate shows that the accumulated dividend which the New

York bank would assumne would amount to about @24,000.

The basis of this settlement, which was agreed upon and is satisfac-

tory to both banks, was that as Philadelphiz had done the pioneer work for the

banks to be transferred we should reimburse them for the proportion of current

gxpenses and of orgenization expenses, except cost of furniture and cest of

printing Federal reserve notes, while Fhiladelphia would allow us the propor-

tionate part of their earnings from operation,

With regard to the dividend, it was felt that inasmich as we would

thus be placed in the same position as though the banks had been in this dis-

trict from the outset, we should assume the dividend upon the stock to be tak-

en over by us aJuly 1lst,

Of course, if a further transfer were made later,

and dividends were being paid by the banks in guestion, the adjustment would
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“ FEDERAL RESERVE BANK OF NEW Y. et I Hon, Paul I, }fiarbm. 6/14:/15.

naturally be made as of the time of the last dividend,

Judge Elliott suggests having the Fhiladelphia bank transfer the
reserve balances to the New York bank, We preferred the transferring of re-
serve balances by draft, since the member banks will deposit with us the net
amount due them leaving the correct balance in Fhiladelphia to pay any checks
that may be outstanding, These drafts will be paid through the gold settle~
ment fund and obviate the transfer of gold for these particular transactions.,

We were very well satisfied with the combined resolutions, applica-
tions for cancellation and issue of stock, approvals of Federal reserve agents
and Federal Reserve Board, prepared as one document by the counsels of the

Federal Reserve Banks of Philadelphia and New York, These, together with

the letter to the member banks, and the order for transfer of funds to pay

for new stock, seemed t o present the matter simply and concretely,

Yours very truly,

Honorable Paul M, Warburg,
Federal Reserve Board,
Washington, D, C,

PJ/LCE
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have been working on this matter in accordance with the suggestion

contained in Mr., Willis' letter of liay 7th, which reads as follows:
4lL pe .

"7 was instructed to say to you that the Boa?d woFLd b? pleased
if you would now proceed to work out, in congu§ot1?n Wwith tneAFederal
Reserve Bank of New York, a plan covering the details of the Lfa?sfer
of the banks in the territory which has been shifted fr?m the Phila-
delphia District to the New York District, a?d ?hcn sufn plan @;s be?n
arranged to your mutual satisfaction, transmit it for the consideration
and approval of the Board itself.”

Governor Strong and Ir, Curtis are away - do not like to change the

substance of the agreement since the details were carefully considered by them
Glad to tell you the reasons for our conclusions and to show

the results from the plan proposed.

hiladelphia has done all the pioneer work so far as the banks to be
transferred is concerned, The benefits to be derived remain to be realized,,
It seemed equitable to us for New York to assume part of the expenses except
cost of furniture and cost of printing Federal reserve notes, and 2lso a part of
the acerued dividend, and for thiladelphia to allow as a set-cff, the earning

derived from operation,

Ve would not suggest this as a bermenent plan of transfer, After the

would think the transfers should be

banks have begun to earn their dividends, we

mace upon & different basis,




4 calculation of the amowmt to be assumed by New York as of the close

business April 30th, has been made. A copy of this calculation is attached,

It is proposed to adjust current expenses and earnings to July lst,
There will be no change in expense of orcenization which hes been considered as
of the date of assessment by the Federal Reserve Board.

to Dbe assumed

4 rough estimate shows that the asccurmlated dividend plalmed/j.iill amount
to a little over .;24,000,

Ve were much pleased with the coxbined resolutions, applications for
cancellation and issue of stock, approvals of Federal Reserve Agents and Federal
Reserve Bo:rd, prepared as one document by the counsels of the Federal Reserve
Banksof rhiladelphia and New York. These toé;e:hei' with the letter to the member
banks and order for transfer of funds to pay for new stock, seems to Present the
matier simply andé concretely,

Vle prefer the transferring of reserve balsnces by
ber banks will deposit with us the net amount due them, leaving the correcct balance
in Fhiladelphia to pay any checks that may be outstanding, These drafts will be

Y 4T o . +4s o “ o, - o - . -, prs
paid through the gold settlement fund ang obviate the transfer of gold for these

particular transactions,

b:/[fraser.stlouisfed.org



RATIO OF EXPENSE, BOTH CURRENT AND ORGANIZATION, LESS THAT PART OF ORGANIZA-
TI0N EXPEISE APPROPRIATED FOR THE COST OF PREPARING FEDERAL RESERVE NOTES CHARGEABLE

THE CLOSE OF BUSINESS APRIL 30, 1915.

lorth Jersey

Total Banks Balance
Sapltal wesess uuns iins s esatee 3256015500 .00 $1,925,300,00 $10,576,200,00
DepOSitS ee 0000000 Pe s Bese s 2195589;’34'051 3L198,837o00 18g559,‘297051
34,059,834 .51 5,124,137 .00 28,935,697 .51
Paid to 4/30/15 New York Portion  Balance
Organization Zxpense $22,238.96 B,424.93 18,814 .03
(Basis-Capital) :
Current Lxpense 65,349 .28 9,831.48 55,517 .80
(Basis-Capital
& Deposits)
87,588.2 13,256'441 74,331.83
Larnings 34,114 .57 5,132.37 28,982,.20
(Basis-Capital
&Deposits) 53,475 .67 8,124.04 45,349 .65
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|j REC'D ROFILES SECTION

THE FEDERAL RESERVE BANK '} APRZ 51950 ‘
OF PHILADELPHIA \

el

408 CHESTNUT STREET ' mile No. (2.0 2

.o of Qeneral Counsel June Fourteenth
& B N T RO

Re: Transfer of northeran Ner Jersey banks from
District No. 3 to District No. 2.
M. C. Elliott, Esq., Counsel,
¢/o Federal Reserve Board,
Washington, D. C.
My dear Mr. Elliott:
I have before me your letter of the
_12th, \addressed to Governmor Rhoads, upon the above subject
matter, with the enclosures referred to.

Inasmuch as Governors Rhoads and Strong have gone
over this matter with a great deal of detail end attention,
and are at this time in Chicago attending a2 conference of
the governors of the Federal reserve banks, I therefore
suggest that you defer any further consideration of this
matter at the Board meeting on Tuesday, but await the re-

turn of Governors Rhoads and Strong to their respective

citiese

Yours very truly,

YoMt Mt
s

Deputy Federal Reserve Agent.
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JuaBE#D INILES SECTION

APR 2 51950

¥r. Benjamin Btrong, Jr.,
Governor Federal Reserve Bank,
New York City.

My dear Mr. Sirong:

Your letter with snclosures, relsting to the trans-
{ar of the banke of northern New Jersey from Dietrict No. 3
to District No. 2, was referred to me yesterday for atten-
tion.

Fithout having besn advieed that you had this matter
in hand, for adjusteent, I had preparsd, for submiseion to the
Board, forms of application and other papers in relation to
these transfers. I have been requested dy the Board to con-
gsider the papers submitted by you and to make a report to it
on Tuesday.

Upon an examination of your papers I [ind that ln so

,far as the surrender of stock in the Podoral Reserve Bank of

/ Philadelphia and the application for stock in the Pederal Re=-
sorve Bank of New York srs concernsd, the two plans are sub-
atantially in accord. It appears, however, that according to
the tentative agreosent resched between the Federal Reserve
Bank of New York and the Pederal Reserve Bank of Philadelphis,
$he How York bank is to assume = certain proportion of the ex-
penges of the Philadelphias bank snd is to receive a propor-
tionate part of its groes earnings in consideration therefer.
The Federal Reserve Benk of New York is also to assume the
pay=ent of the cumulative dividend on the cash payment on
subscriptions of the member banks transierred.

¥ithout going intc an extensive discussion of the
differsnce betwesn the two plans, it seems that, in effect,
we have procesded om the theory that the transfer is to ba
made ns of July the first; that each bank ic to assums ite
own expanses to that date, and is to be entitled to recaive
all earnings up to that date, while under your plan the
tranafer is made effoctive as of the date of the organisa-
tion of the two dbanks, and you are endeavoring to place
oach bank in the position that it would have been had the
limite of the two distriocte been originally as they ars
since tho readjustment by the Pederal Reserve Board.
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It seems to me that this will establish a prece-
dent which it will be very difficult to follow in eny fu-
ture readjustments, and that certain legal questions are
involved which will present some difficulty. For example,
there is soms question of the right of the New York bank
to aseume any of the expenses of the Philadelphia bank and
to assume the payment of interest on cash-paid subdbscriptions
te that bank. On the other hand, there is some qusstion of
the right of the Philadelphia bank to pay any part of its
earnings to the ¥ew York bank.

I am enclosing for your consideration, a rough
preliminary draft of papers prepared by this office in con-
nection with the transfer of member bdanks. While they deal
with the transfor of the banks in the Fifth District, they
are intended as a form for use in all distriects.

In order that I may present the matter properly to
the Board on Tuesday, will you please look over these pa-
pers and write me, if possible, on Monday, your objections
to the plan as outlined. If you have the information, I
would like to have a statement showing approximately the
lose or gain to either bank as a result of making the trams-
fer in the mamner suggested, as we, of course, want to
bring about this adjustment on a basis which will be equit-
able to all parties concorned.

I am writing Governor Rhoads, of Philadelphia, to
the same eoffect.

Very sincerely yours,
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APR 2 61950

Mr. Chatlee J. Rhoade,
Governor, Fadsral Reserve Bank,
Philzdelphia, Pennsylvania.

Hy dear ¥r. Rhoade:

The Bozrd has referred to we for atteantion a letter
from ¥r. Strong with enclosurse embodying 2 plan agresd upon
by you and ¥r. Strong for the transfer of ths banks of ner-
thern New Jersey from District ¥o. 3 to District No. 2.

Without having been advised that you had this matter
in hand for adjustment, I had prepared, for submission to the
Roard, forms of application and other paperaz in rslation to
these transfsre. I have been requestéd by the Board to con-
gsider the papers sudbmitted by Mr. Strong and to maks a report
to it on Tueaday.

Upon an examination of thess papers I [ind that in
so far as the surrander of stock in the Federal Reserve Bank
of Philadelphia and thse application for stock in the Federal
Rassrve Bank of New York are coacerned, the two plans are sub-
stantially in accord. It appears, howaver, that according to
the tentative agreerent reached between tho Federal Reserve
Bank of New York mnd the Federal Reserve Bank of Philadelphia,
the New York bank is to ascume a certain proportion of the ex-
penaes of the Philadelprhia bank and is to receive s propor-
tionata part of its gross earniags in consideration therefor.
The Federal Reserve Bank of New York is al=so to assume ths
payment of the cumulative dividend on the cash payzent on
subseriptions of the member banks transferred.

Vithout going into an extenaive discussion of the
differsnce between the two plans, it sesms that, in effsct,
we have proceaded on the theory that the transfer is to de
made as of July the firat; that emch bank is to assume ite
own expenses to that date, and is to be entitled to receive
all earnings up to that date, while under your plan the
trangfor is made effective as of the date of the organiza-
tion of the two banks, and you are endeavoring to place each
bank in the position that it would have been had the limits
of the two districts besn originally as they are since the

CTION




gitized for FRASER
p://fraser.stlouisfed.org

-2-

readjustrent by the Federal Reserve Board.

It sesma to me that this will sstablish a prece-
dent which it will be very difficult to follow in any fu-
ture readjustments, and that certain legal juestions are
involved which will present some difficulty. For example,
thers is some quostion of the right of the New York bank
to asaume any of the expenses of the Philadelphia dank and
to asswse tha payment of interest on cash-paid subscriptions
to that bank. On the othar hand, there is some question of
the right of the Philadelphia bank to pay any part of its
earnings to the New York bank.

I am enclosing for your consideration, a rough
prodiminary draft of papers prepared by this office in con=
nection with the transfor of membar banks. While they deal
with the transfer of the banks im the Fifth Dietriet, they
are intended as a form for use in all districts.

In order that I may present the matter properly to
the Board on Tuesday, will you please look over these pa-
pers and write me, if possible, on Monday, your objsctions
to the plan as outlined. If you have the information, I

would like to have a statement showing approximatsly the

loss or gain to eithsr bank as a result of making the trans-
for in the manner suggested, as we, of courss, want to
bring about this adivet~ent on a das:> which will be equit-
able to all partlss concerned.

I am writing Governor Strong to the sams sifect.

Very sincersly yours,



"
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o

A
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FEDERAL RESERVE BANK \
: 3
OF NEW YORK bL—/ —

-

June 10, 1915.

Wle have agreed with the Ffederal Reserve Bank of Philadel-

phia upon the temms and methods of tronsferring the member banks lo-
cated in certain counties in llorthern llew Jersey from District Ilo.
to District No. 2 as provided in your resolution of

yapers which are attached set forth in detail the teims agreed

el U

and the methods to be employed in making the ansfer.

3riefly - the Federal Reserve Bank of New York has agreed to

-

assume & portion of the organization zand current exvenses of the Federal
Reserve Bank of Philadelphia, and the Federal Reserve Bank of thiladel-

(& L

phia has agreed to allow, as & se a portion of its gross earnings;

both to the close of business Jw 1915. (For details see

-
21

hibit 4.)

have agreed to

specially addressed to each of the member banks

DEIUTS QIxL

governors of both banks. (See Ixhibit B.)

ie propose sending with this letter an oxder, to

member banks, directing the Federal Reserve Danik of .
1 -

to the Federal Reserve Bank of Ilew York, the proceeds

o

surrendered. These payments to be ajplied the

r

Jew York on account of subscriptio: i stock

- e

xhibit C.)
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Federal Res 'll*vqe05;z':?. 6/10/15.

AL RESERVE BANK OF NEW Y(.. i b

4. 3 45

/e have drafted a set of resolutions to be adopted by the
Boards of Directors of the member banks. These resolutions have

been approved by the counsels of both banks. (See Ixhibit D.)

/e also propose sending a copy of the Comptroller of the

o

Currency's Form 3-2149, Calculation of Lewful lioney Reserve of lia-
tional Banks Located Ilsewhere Than in Reserve Cities and Central
Reserve Cities. (See IExhibit E.)

4

natter under con-

Je shall be grateful if you will take this

gideration and advise us of your approvalat asearly a date as may be

Hespectfully,

|, - hoa b

Governor. ‘

Pedernl Reserve Board,

uvashington, D. C.

PG (e

‘;,}/.;_,).
e e 5 )
JICS e o)
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EXHIBIT A

MEMORANDULM OF AGREEMENT
BEIWEEN FEDERAL RESHERVE BAWK OF PHILADELPHIA AND FEDERAL .w.‘a"“V.u BANK
OF NEW YORK FOR ADJUSTING THE TRANSFER O? 131 BANKS IN NORTHERN NEW
JERSEY FROM DISTRICT WO, 3 to DISTRICT NHO, 2, 45 OF JULY 1st, 1915,

EXPENSE OF ORGANIZATION

The Federal Reserve Bank of New York agrees to zssume such part

of the expense of orgmnization of the Federal Reserve Bank of Fhiladelphia

as the capital of the banks to be transferred bore to the total capital of
the banks in District No, 3 at the time the assesément was levied by the
Federal Reserve Board in November, 1914, Expense 0f organization is not
to include cost of furniture and fixtures or cost of printing and shipping
Federal Reserve Notes,

CURRENT IEXPENSE

The Fedoral Reserve Bank of New York agrees to assume such pro-
portion of the current expenses of the Federal Reserve Bank of Philadel=
phia as the cepital paid in by and deposits to the credit of the banks to
be transferred bears to the total capital paid in by and deposits to the
credit of all of the member banks in District No, 3 at the close of busi-
ness June 30th, 1915,

GROSS BARNINGS

The Pederal Reserve Bank of Philadelphias agrees to allow és a
set-0ff to the expenses above assumed, such proportion of the gross eare
ings of the Federal Reserve Bank of Philadelphia as the capital paid in
by and deposits to the credit of the banks to be transferred bears to
the total capital paid in by and deposits to the credit of all of the mem-
ber banks in District No, 3 at the close of business June 30, 1915,

It is agreed that the plan of adjustment shall be presented to the

banks to be transferred in a joint letter sigmed by the Governor of the

jitized for FRASER
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lMemorandum of Agreement —2-

Pederal Reserve Bank of Philadelphia and the Governor of the Federal
Reserve Bank of New York, A copy of this letter is attached, together
with resolutions referred to therein, 2ll of which are tc be a part of

this Agreement,

hitized for FRASER
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Union National Bank,

H. I BET el

=

Union, N, Je
Dear Sirs:

By resolution adopted liay 4, 1915, the Federal Reserve Board
granted the petition of certain banks in Northern New Jersey for the re-
adjusting of Districts Nos, 2 and 3, In such readjustment the county in
which your bank is situated is to be included in District No, 2 on and
after July 1, 1915,

For the purpose of carrying out the resolution of the
Federal Reserve Board, you are requested to have your Board of Directors
adopt, on or before July lst, the enclosed resolqtiqps covering the surren-
der of your stock in the Federal Reserve Bank of FPhiladelphia and applica-
tioﬁ for stock in the Federal Reserve Bank of New York, ﬁhen this has been
done a certified copy should be forwarded to the Federal Reserve Bank of
New York, Two copies of the resolutions are enclosed so that you may
have & duplicate for your files,

For convenlence, we have arranged the necessary operations
in order, as follows:

l, Adopt the resolutions above referred to and send & certi=

pitized-for FRASER
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fied copy to the Federal Reserve Bank of New York,

2, Send to the Fe@eral Reserve Bank of New York with the certiw
fied copy of the resolutions, all receipts issued and sent to you for pay=
ments made by you on account of your subscription to the capital stock
of the Federsl Reserve Bank of FPhiladelphia,

' 3, Iixeocute and send to the Federal Reserve Bank of New York
the enclose&prder, authorizing the Federal Reserve Bank of Philadelphia
to remit to the Federal Reserve Bank of New York on your behalf, the
net amount heretofore paid by you on account of your subscription to
the capital stock of the Federal Bank of Fhiladelphia, This payment
will be applied by the Federal Reserve Bank of New York on account of
your subscription to the capital stock of said Bank,

Upon receipt of this payment, the Federal Reserve Bank
of New York will execute and forward to you its temporary receipt for
the amount so paid,

4, At the close of business June 30, 1915, for the purpose
of transferring your reserve balance from the Federal Reserve Bank of

Philadelphia to the Federal Reserve Bank of New York, please send to

the Federal Reserve Bank of New York for your credit, yowr draft on

tized for FRASER
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the Federal Reserve Bank of Philadelphia for the balance as shown on
your bocks,

5, Please f£ill out Treasury Department form B=2149, calculation
of Reserve as of the close of June 30, 1915, and send it £o the Federal
Reserve Bank of New York,

The Federal Reserve Bank of Philadelphia will send statement
of your account to the close of business June 30th and will recon-
cile it in the usual manner,

Upo;\gfmpletion of trensfer of your Bank to District No, 2,

the Federal Reserve B;Qx of New York will assume all 1liability for div=-

\
\
\
\

jdends that have sccrued to\July 1, 1915, on your stock in the Federal

\

Reserve Bank of Philadelphia, %0 which you may be entitled under the

\\
Federal Reserve 4ct, b

Kindly note that all of the above papers are %o be sent {0

the Federal Reserve Bank of New York,
FEDERAL RESERVE BANK OF PHILADELPHIA

By

Governor,
FEDERAL RESERVE BANK OF NEW YORK

By,

Governor.

gitized for FRASER
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FEDERAL RESERVE

Office Correspomence BANK OF NEW YORK . Date_Jm 10, 1915.

T Subject: Re Transfer of Horthern
lo Governor Strong, Mr. Jay and Mr. Curtis, Subject

From_gp, Jerferson. New Jersey Banks. ALY,

I spent yestexday in conference with Governor Rhoads, lir.
Hardt, Mr. Gamon and Mr. Rudder, of the Federal Reserve Bank of Phila-
delphia, and hand you herewith papers as listed, representing agree-
ment reached with them in connection with the taking over of the one

+/ hundred and thirty one Northern New Jersey Banks.

S
&
‘ [/ (a) Memorandum of agreement between Philadelphia and
f New York.

i3
8%
O
N

%

o :
N Yi:- \ | (b) Proposed joint letter to be sent to the banks to be
N 23 transferred.
> /

<& ] (e) Proposed resolutions to be adopted by the Northern
NN New Jersey Banks.

(;\( ‘ ( \ (d) Treasury Form B 149 referred to in jofint letter.

They have the resolutions set up in their mmltigraph and
will hold the type until the Federal Reserve Board has approved the
papers and they will then print as many as will be necessary.

In formslike Exhibit (¢c) we will use pﬂnter’s ink instead of
typewriter ribbon. I also reached an agreement with them regarding

the practical details which need not be considered at this time.

R //fraser.stlouisfed.org




CASHIER.

IARLES .J. DS, ;
et ]3',:)!\?1-3{1\'012. ‘ ) // p— ‘ /Rik R r:lf\:& "?\*‘)\'L‘D‘\%M AN.
Ebpwin S.STUART, r-d--""'; gy A (3 bk GEORGE-M. LAMONTE,
-
- /’ ¢
]

DEPUTY- GOVERNOR. ‘ DepuTY “n ATRMAN.
i
i

FRANK M.HARDT, /;) - /
P &~
£ y_ p

FepErRALRESERVE BANK oF PHinapgss®

408 CHESTNUT STREET
FIOE

JUN 111915 PlllLAI)ELPlllA. June 9, 1915

Maderal Reserys Bogx

Dear Mr., Warburg:

I believe we have now settled all the details relative
to the transfer of the banks of northern New Jersey to the New
York District. Today, Mr, Jefferson, of the Federal Reserve
Bank of New York, has been here, and has gone over our sugges-
tions as to the method of accounting, etec., and will take them
chk to New York for final approval there. Probably some one
from the New York Bank will take the papers to Washington for
review by the Federal Reserve Board on Friday. The matter does
not present any difficulties; we merely wish to be sure that we
have technically covered the transfer of stock payments from
one district to another.

Very truly yourg ;)
g oo o

Governor.

PAUL ¥, WARBURG, Esq.,
Federal Heserve Roard,
Washington, D, C.

:/lfraser.stlouisfed.org
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Your letter of June I was duly received.
In reply I héve to say that the formal decrees
in the redistricting cases, and asmong them that

in the New Jersey case, were completed and trans~

mitted to the several banks yesterday. Doubt-

less you have received the decree in the New Jer-
sey case through Mr. Austin before thise

Respectfully,

Secretarys.

Charles J+ Rhoads, EsQe,
Governor, Federal Reserve Bank,
Philadelphia, Pas
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CrarLES J. RHOADS, Ri¢HARD L. AUSTIN,
GOVERNOR. CHAIRMAN.
EpwIiN S.STUART. - GEORGE M.LAMONTE,

DEPUTY- GOVERNOR. DEPUTY CHAIRMAN.

Frank M.HARDT.
CASHIER.

FEDpERAL RESERVE BANK oF PHILADELPIIA

408 CHESTNUT STREET

PHILADELPHIA, June 1, 1915.

FEDERAL RESERVE BOARD,

Washington, D. C,.

In drafting a letter to be sent to the banks
of northern New Jersey which are to be transferred from
District No. 3 to District No. 2 as of July 1, 1915, we
desire to refer to the resolution of the TFederal Reserve
Board on this subject. Up to this writing we have only
received a memorandum issued to the press, which informs
that the Board adopted a resolution on May 4, 1915, This
was supplemented by a telegram, received by us, informing
that the transfer would be effective as of July 1, 1915.
If agreeable, we should be glad to receive a formal res-
clution or letter on the point, which will be our author-
ity for communicating with the northern New Jersey banks
on this subject.
Very truly

{ \
Governor.

igitized for FRASER
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In smswor to vour guestion whether it
is necessary for the one hundred and thirty-one
{131) Mew Jeraey henks to adopt and flle resolu-
fions relative to their surrender of stock in t‘né
Federal eserve Zank of Philadelphia and take oub
stock in the Tederal Reserve Benk of Mew York, you
.aro advised that the matter ....a in the hands of the

FUBRSI—— i

informed as

counsel of the Board and you will bve

goon as further in

A AN iy gt B

Respectfully,
Secretary.

Mre Charles J. Rhoads,
Governor, Tederal Teserve Bani ,

Philedelphiz, Penusylvanise

gitized for FERASER
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CHARLES J. RHOADS. il RicHARD 1 As

GOVERNOR &~ £ CHATRMAN.
Lo e5ISTUART, — ; GEORGE M.LAMONTE,

DEPUTY- GOVERNOR. sl > DePUTY CHAIRMAN. =~
FRANK M.HARDT. 4 / Yot

CASHIER

FEDERAL RL SERVE BDANK oF PmLAlmLPﬂm

/

408 CHESTNUT § STIY.T

P, \m‘ Ll'nm,

»
{

May

Federesl Reserve Board,
washington, D. C.

Sirs:

Ve are» in receipt of your letter of
;-,I_etg_rm]:@h_,v‘/enclosing a copy of the opinion
of your counsel, relative to the rediscount
status of banka included in territory
which hes been ordered transferreé¢ from
one Federal reserve district to another,
for which we thank you.

Yours truly,
/?

”

Federal Reserve Agent .

igitized for FRASER
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FEDERAL RESERVE BAN

crve BOARD FILEL

FEDZRAL RTSE

OF NEW YORK é /

| J2- 20/ —

acknowledged of your letter of liay

J

transmitting copy of an opinion prepared by Counsel
to rediscount status of banks in territory ordered

o

ansferred from one district

)

hairman,

Federal Reserve Board,

\vashington, D C.

PJ/RAH

gitized for FRASER
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May 14, 1915,

Sir:

By direction of the Federal Reserve

Boaxd I transmit for your information a copy

of an opiniom prepared by Counsel of the «
Board relative to the rediscount status of
banks included in territory which has been
ordered transferred from one FPederal recerve
distriet to another,

Respectfully,

Secretarys

Hr. Pierre J8y,
Chairmom, Board of Directors,
Foderal Reserve Bamk of Heow York.

Enclosure,




RS

Fc\);ﬂ’r\r"f_—éﬁnﬁi GORRD i
\ 12 2=

o
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Nay 14, 1915,

Sir:
_ a ¥
By direction of the Federal Reserve ,{%

/ b
Board I transmit for your information a copy — {/(a/

of an opinion prepared by Counsel of the
Board relative to the rediscount status of
banks included in torritory which has beem
ordered transferred from one Federal reserve
district to another.

Respectfully,

Secretarye.

Hre Richard L. Austin,
Chairman, Board of Directors,
Fedaral Reserve Bank of Philadel phiae

gitized for FRASER m@ﬁ/(/
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FEDERAL RESERVE E*ANK
OF NEW YORK =/

Vey 11, 1915,

S 1T a8

Receipt is acknowledged of your letter .Béﬁ‘?;-‘{.,,aej enclosing
copy of your letter to Governor Rhoades, dated lay 7 relative to the
preparation of plan covering the transfer of the banks in northern
New Jersey to the lNew York district.

Ve shall take this matter up with Governor Rhoadg at the first

opportunity, as suggested by you.

Regpectfully,

Tederal Reserve Board,
Vashington, D. C.

PJ/1P

igitized for FRASER
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CHARLES J. RHOADS, pllcsagflcre=n=s RicHARD L. AUSTIN,
GOVERNOR. CHAIRMAN.

Epwin S. STUART, ~ ) GEORGE M.LAMONTE,
DEPUTY Y GOVERNOR. ¢ DEPUTY CHAIRMAN.

FRANK M.HARDT:
(:,:tSl!:IER.

\

WV FEDERALRESERVE BANK oF PRILADELPIIA.

\\ 408 CHESTNUT STREET ///’ o B /’

"1 LW PHILADELPHIA, ¥ay 10, 1915

5
& & 8

MAY 1 11915 Le
DR. H. PARKER WILLIS,
Secretary,

Federal Reserve Board,

Today Mr. Austin has handed me your letter of the 8th
instant, addressed to him, together with a copy of your letter
of the 7th instant, addressed to me, which latter has apparently
gone astray in the mails, as it has never reached me.

In accordance with your suggestion, we will proceed to
work out a plan, in conjunction with the Federal Reserve Bank of
New York, of settlement, covering the transfer of the banks in
northern New Jersey as of July 1st, and will submit our plan to
the Board for its consideration.

Very truly yours,

/

g/ /
Com— =l

Governor.

igitized for FRASER
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CHARLES .J. RHOADS, e
GOVERNOR. ' < —Reiin n_h"‘}:( 'ls\l'lnl;\N
Epwin S. STUART, Enm){ }:‘} I‘Aﬂnf\n

DEPUTY- GOVERNOR. l)nnr\s( HAIRMAN

FRANK M.HARDT.
CASHIER. ' .l

| SN Sl

IFEDERAL RESERVE BANK or Pu uA])JaLPHJA

408 CHESTNUT STREET

PHILADELPHIA, ¥sy 10, 1915.

Federal Reserve Board,
Washington, D. C.

Sirs:

I am duly in receipt of yowr letter of the 8th inst., |
enclosing z copy of letter addreased to Mr. Charles J.
Rhoads, Governmor of this Bank, in reference to the pre-
paration of the plun for effecting the transfer of
banks from one district to another.

We have been giving some thought to this matter,

As soon as the plan is worked out, we will tzke pleasure

in submitting it to you.

it Ay S O e
_,//Z:;\\__,,//// Z?i 2 — g S

Federal Reserve Agent.

igitized for FRASER
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| FEDERAL RESERVE BOA

For your information I enclose copy of
a letter of iay 7 ./se?n’c to Governor Rhoads
of the Federal Resérve Bam of Philadelphisme

1t was the thouzht of the Board that &ll
other Pederal reserve banks which are affected
by transfers from one district to anotber,
might, if they chose, follow the plan adopted
by the New York and Fhiladelphia reserve banks,
and approved by the Federal Reserve Board.

Very respectfully,

Secretary.

Mr. Richard L. Austin,
Chairmen, Board of Directors,
Federal Reserve Bank of FPhiladelphia.

Enclosures

gitized for FRASER W
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Por your information I emclose copy of
a letter of May 7 sent to Governor Rhoads of
the Federal Reserve Bank of Philadelphis,

it was the thought of the Board that all
other Pederal reserve banks which are affected
by transfers from one district Yo another,
might, if they chose, follow the plan adopted
by the Hew York and Fhiladelphia reserve banks,
and approved by the Federal Reserve Board.

Tery respectfully,

Secretary.

ir, Pierre Jay,
Chairmen, Board of Directors,
Federal Reserve Bamk of New Yorl

Enflosure.
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Dear GCovernor Hhoads

Thank you for your yesterday's letters;

PRt

I am sbout to leave for PEw York and

}
hall refer ir letter to our Secretery, who

will answer
Tet me say, though, thal
be best for ¥ District and Few
up the matter of the readjustment of the
Jersey territory and then subnit to us a plen
the two Districts would suspgest for the
of the necessary

Very truly you

Governor, Federal -eserve Bank,

Philadelphia, Pennsylvaniae
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FEDERAL RESERVE BOARD

WASHINGTON

May\7\” 1915.
X R W

N Y
1

2

e -2 5
g

oy

MEMORANDUM FOR MR. WILLIS:

Kindly note the appended letter which
is to go to Governor Rhoads. Please note
what he says concerning official confirma-

tion, which I think ought not to be omitted.

P. M. W,




Hsy 7, 1915,

S 1r:-

Your ]:gﬁtfr, addressed %o lr. Varbwrg under date
OE the sixth 1nsts:nt; was read at the Board meeting this
morning.

I was instructed to say to you that the Board would
be pleaaed' if you would now proceed %o work out, in con-
junction with the Federal Reserve Bank of New York, & plan
covering the details of the tramsfer of the bamks in the
territary which has been shifted from the Philadelphia
District to the New York District, and vhem such plam has
been arranged to your mutual satisfaction, transmit 1%
for the consideration and approval.of the Board itself.

I have the honor to be,

Very respectfully,

lrs Charles J. Rhoads,
Governor, Federal Reserve Bank,
Philadelphia, Pa,

gitized for FRASER
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GIBLF T AVIN

"ELLIOTT
COUNSEL

My dear lr. Warburg:-

As requested, I have read and considered the
attached letter from Mr. C. J. Rhoads, Governor of the «7
Federal Reserve Bank of Philadelphia, dated May 5, 1915 . /7(
NMr. Rhoads submitts the following inquiry: L[t
"Tn case any banks in northern Yew Jersey ap- 51"

ply to us for rediscounts between now and July lst,

T would inquir® wnether, in your judgment, we should

accommodate them, and I would also inquire whether

it would be sat lsfactory to let us carry any redis-

counts which we may have for northern New Jersey

banks which mature after July 1lst, until the notes

run off".

Thile T havs not seen the order of the Board
to be entered in connection with the change in the dis-
trict lines of District No. 2, it is my undersianding
that the transfer of membership from Philadelphia to New
York of those banks located in the district to be assign-
ed to New York is to be made not later than July first.
This being true, the banks in northern New Jersey will
continue to be members of the Federal Reserve Bank of
Philadelphia until that time and will be entitled to any
privileges extended to oOther members,.

As to the resdiscounts carried at the time that
such banks cease to be members of the Federal Reserve
Bank of Philadelphia, while the Act makes no specific
provision in regard to this situation, I can see no legal
objection to the Federal Reserve Bank of Philadelphia
continuing to hold such rediscounts until they mature.
Where a member bank rediscounts with a Federal Reserve
Bank eligible paper held by it the Federal Reserve Bank
becomes the owner of such paper and the member bank is
contingently liable as endorser. This being true, there
would seem to be no justification for assuming that a
change in the status of a member bank in its relation to
the Federal Reserve Bank should in any way affect the
legality of such rediscounts. For example, if a member
bank should go into liquidation, the Federal Ressrve Bank
would have the right to hold and collect any rediscounts
held by it and would have a claim against the estate of

gitized for FRASER
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such liquidating bank for any loss suffered under
the contract of the endorser.

/ I am of the opinion, thersfore, that the
Federal Reserve Bank of Philadelphia will be fully
justified under the law in extending the privilege
of rediscount to the banks referred to as long as

they remain members of that bank, and t
discounts held at the time when they cease to be
members may be retained until colle

Very sincerely,

o L S SR
Hon. Paul M. Warburg,

Federal Reserve Board.

Counsel.

jitized for FRASER
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CHARLES .J. RHOADS, RicHArD L. AvusTIN,
GOVERNOR. CHAIRMAN.
EpwIN S.STUART,

GEORGE M.LAMONTE,
DEPUTY- GOVERNOR.

DEPUTY CHAIRMAN.
FRANK M.HARDT,.
CASHIER.

FEDPERAL RESERVE BANK 0OF PHILADELPIIIA

408 CHESTNUT STREET

PHILADELPHIA, 5/6/1915

Dear Mr, Warburg:

I wish to thank you for your letter of yesterday, re-
garding the decision reached by the Board, in reference to the
banks of northern New Jersey, and feel that the Board has de-
menstrated to the country at large that they are actuated by the
best interests of the whole community in discharging their duties,
which is something that all of us who are familiar with the sit-
uation knew, but which, perhaps, is not generally apprecizted
throughout the country. On this account I feel all the more
comfortable to leave the future of our territory in your hands,
knowing that you will do the right thing.

May I trouble you to let me know at your convenience
whether the Board proposes to lay down uniform principles on
which adjustments are to be made in the case of transfers of
territory in dealing with the questions of proportionate expense,
earnings, etc., or is it the Board's wish that we take the mat-
ter up direct with the Federal Reserve Bank of New York and set-
tle the matter ourselves. The subject does not present any seri-
ous difficulties, although it may be desirable to have a ruling
from the Board as to just what basis is to be used in arriving
at the figures.

S50 far we have not received any formal notice of your
decision, except a telegram from Secretary Willis and an unsigned
copy of the statement given to the press, but I take it that in
due course a formal order will be sent us, authorizing us to re-
lease the banks in northern New Jersey and to pay over to the
Federal Reserve Bank of New York the proportion of capital which
said banks have paid in to us.

Very truly your

PP o
{// LT

Z.

Governor.

PAUL M. WARBURG, Esq.,
Federal Reserve Board,
Washington, D, C,

CJR-D
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PHILADELPHIA, mf e./ 1915.

My dear lir. Warburg:

Because we are not made happy
by the transfer from this district of certzin banks
in north New Jersey to New York, it does not mean
that we do not approve of the action of the Board.
We are all on record here as favoring the includ-
ing of north New Jersey in the New York district,
and believe your action will better dispose the
banks toward the system. It sometimes causes one
pain even to accept the right thing.

Just now we are disturbed over the possibil-
ity of losing our much esteemed Deputy Federal
Reserve Agent, Mr. LaMonte. I suggested to him that
28 long as he has interests in Tremton, that he for
the time being claim his residence there, so that he
will not have to go out of office on July 1lst. I
have made arrangements with him to look after the
duties of this office during part of July when I
hope to be awgy, and if it can be arranged to keep
him in office until, ssy the first of August, it would
be pleasing to all of us and entirely agreeable to
Mr. LalMonte. If there is asny prospect of having
additional territory added to this district, it
might be well to have the new director represent
that territorye

Federal Reserve Agent.

To
Paul M. Warburg, Esq.,
c/o Federal Reserve Board,
Washington, D. C.
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