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June 11, 1952.

CONFIDENTIAL

- X
Dr. Adolph C. 'Miller,
2230 S Street, N. W.,
Washington, D. C.

* Dear Dr. Millers

In accordance with your informal request to me, there are
attached extracts from the minutes of the Board for the period just
prior to the bank holiday which relate particularly to the discus-
sions leading up to the declaration of the bank holiday. It is un-
derstood that you have received a request from former President
Hoover for your recollections of what happened in this period and
you desire these extracts for the purpose of refreshing your memory
of what occurred so that the statement of your recollections which
you give to President Hoover will be factually accurate.

As you know, the minutes of the Board are held in strict
confidence. The attached extracts cover a period when you were a
member of the Board and they are furnished to you as a former mem-
ber of the Board. Because of the confidential character of the
minutes, it will be appreciated if you will take such steps as may
be necessary to assure that they will be restricted to the purpose
for which you have requested them and that neither the extracts nor
copies thereof will leave your possession.

Sincerely,

3. Re. Carpenter,
Secretary.

Enclosures
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Dr. Adolph €. Millar,

2230 S Streot, N, ¥,
Washingtom, D. C.

Dear Dy, Miller:

In acoordance with your informal reguest to me, there are
attached extracts from the mimutes of the Board for the period just
prior to the bank holiday which relate particularly to the discus-
sions leading up to the declarstion of the bank holiday. It is un-
derstood that you have received a request from former President
Hoover for your recollections of what happened im this period and
you desire these amtracts for the purposs of refreshing your memory
of what ocourred se that the statement of your recollections which
You give to President Hoover will be factually accurate.

As you know, the mimutes of the Board are held in strict
confidence. The attached extracts cover a period when you were a
nember of the Board and they are furnished to you as a former mems-
ber of the Board., Because of the confidential character of the
minutea, it will be appreciated if you will take such steps ae may
be necessary to assure that they will be restricted to the purpose
for whioch you have requested them and that neither the sxtracts nor
copies thereof will leave your possession,

1

Sincerely,
5. L C.m.r »
Secretary.
MINUTES ON «;
JUN T 1952 Bak.

FOR FILES
B. A. Huey

E COPY
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JUNLG DA77

FEDERAL RESERVE BANK
OF DALLAS

R.R. GILBERT f;
PRESIDENT

April 15, 1947

Board of Governors of the
Federal Reserve System
Washington 25, D. C.

Gent lemen:

This acknowledges the Board's letter of April
9, 1947 ( (8—968); transmitting a copy of the Proclamation
issued by the President of the United States on April 8,
19L7.

It is observed that as a result of this Procla-
mation it will no longer be necessary for State banks be-
coming menmbers of the Federal Reserve System to be advised
of the terms of the General License of December 31, 1945,
or to be furnished with a copy thereof in the manner sug-
gested in the Board's letter of January 29. 19L46. We shall

be governed accordingly.
7 trw
R. R

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Digitized for FRASER
http://fraser.stlouisfed.org/

T4

St
A RAY M.GIDNEY, PRESIDENT
B

Reproduced from the Unclassified / Declassified Holdi'ngs of the Nationél Archives

DECLASSIFIED

] 1’_

T‘ Authority L’O . ( 0 60 '

FEDERAL RESERVE BANK

OoF CLEVELAND

;4

e

A

April 11, 1947

Mr. S. R. Carpenter, Secretary
Board of Governors of the
Federal Reserve System
Washington 25, D. C.

Dear Mr. Carpenter:

We are plgased to have the Board's letter of
April 9,.3:968j with copy of Proclamation issued
by the President of the United States on April &,
1947, effective as of March 15, 1947, excluding
member banks from the scope of the Presidentisl

Proclamations of March 6 and March 9, 1933, and the
Executive Order of March 10, 1933.

We note that in view of this Proclamation, it
will no longer be necessary for State banks becoming
members of the Federal Reserve System to be advised
of the terms of the General License of December 31,
1945. We also note that the President's Proclama—
tion includes the proviso "that no banking institu~
tion shall pay out any gold coin, gold bulliom, or
gold certificates, except as authorized by the
Secretary of the Treasury, or allow the withdrawal
of any currency for hoarding."

Sincerely your

Ray M. Gidney
Presgident

NEC'D IN FILES SECTION
JUN 109477

ederal Reserve Bank of St. Louis
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ADDRESS DFFICIAL CORRESPONDENCE
TO THE BOQARD

April 9, 1947.

z'ﬂ'a'ey

Dear Sir:

For your information, there is enclosed a copy of a

<. Proclamstion issued by the President of the United States on
T April 8, 1947, effective as of March 15, 1947, excluding member
) banks from the scope of the Presidential Proclamations of March
6 and March 9, 1933:/and the Exccutive Order of March 10, 1$33. .

This Proclamation has the effect of terminating the
present authority of the Secretary of the Treasury to issue reg-
ulations requiring the licensing of member banks, It will be
recalled that the necessity for licenses in the case of individ-
ual member banks was eliminated by a General License issued by
the Secretary of the Treasury on December 3L, 1945. The present
Proclamation terminates the authority of the Secretary to impose
any restrictions upon the operations of member banks other than
those relating to payments in gold and withdrawals of currency
for hoarding.

In view of this Proclamation, it will no longer be
necessary for State banks becoming members of the Federal Re-
serve System to be advised of the terms of the General License
of December 31, 1945, or to be furnished with a copy thereof in -
the manner suggested by the Board's letter of _January 29, l9h6 ey
(F.R.L.S. #3533).

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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S-968-a
IMMEDIATE RELEASE APRIL 8, 1947.

AMENDING THE PROCLAMATIONS OF MARCH 6 AND MARCH 9, 1933,
AND THE EXECUTIVE ORDER OF MARCH 10, 1933, TO EXCLUDE

FROM THEIR SCOPE MEMEER BANKS OF THE FEDERAL RESERVE SYSTEM

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA
A PROCLAMATION

WHEREAS on March 10, 1933, the President of the United States, in pur-
suance of the program to permit resumption of banking operations following the
Bank Holiday Proclamations No. 2039 of March 6 and No. 2040 of March 9, 1933,
respectively, issued Executive Order No. 6073 which, among other things, au-
thorized the Secretary of the Treasury to permit any member bank of the Federal
Reserve System and any other banking institution organized under the laws of
the United States to perform any or all of their usual banking functions except
as otherwise prohibited; and

WHEREAS on December 30, 1933, the President of the United States issued
Proclamation No, 2070 which c¢xcluded from the scope of the said proclamations
of March 6 and March 9, 1933, and the Executive order of March 10, 1933, all
banking institutions which were not members of the Federal Reserve System; and

WHEREAS by December 30, 1933, the Secrctary of the Treasury had acted
upon all requests for licensing of member banks of the Federal Reserve System;and

WHEREAS on December 31, 1945, the Secretary of the Treasury issued a Gen-
eral License to transact normel hanking business to all banks thereafter author-
ized to begin business by the Comptroller of the Currency and to all State banks
thereafter admitted to membership in the Federal Reserve System, and thereby
dispensed with the requirement of zn individual license for cach new member benk
of the Federal Reserve System; and

WHEREAS it is no longer necessary, or in the intercst of government in-
ternal menagement, for the Secretary of the Treasury to license the transaction
of normal banking business:

NOW, THEREFORE, I, HARRY S. TRUMAN, President of the United States of
America, acting under and by virtue of the authority vested in me by section
5(b) of the Trading with the Enemy Act of October 6, 1917, 40 Stat. 415, as
amended, 2nd section /4 of the act of March 9, 1933, 48 Stat. 2, and by virtue of
all other authority vested in me, do hereby, in the interest of the internsl
management of the Government, proclaim, order, direct, and declare that the said
proclamations of March 6 and March 9, 1933, and Executive order of March 10,
1933, as amended, are further amended to exclude from their sccpe banking insti-
tutions which are members of the Federal Reserve System: Provided, however,
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that no banking institution shail pay out any gold coin, gold bullion, or gold
4 certificates, except as authorized by the Secretary of the Treasury, or allow
the withdrawal of any currency for hoarding.

This proclamation shall become effective as of March 15, 1947.

IN WITNESSS WHEREOF, I have hereunto set my hand and caused the seal
of the United States of America to be affixed.

DONE at the City of Washington this seventh day of April in this year
of our Lord nineteen hundred and
forty-seven, and of the Indevendence

(SEAL) of the United States of America the
one hundred and seventy-first.

o HARRY S. TRUMAN

By the President:

DEAN ACHESON,

Acting Secretary of State

- e em e e S ewe  mm e s G se e M e
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Dear 3ir:.

For your informstion, there is enclosed a copy of a
Proclamation issued by the President of the United States om
April 3, 1947, effective as of Murch 15, 1947, excluding member

- banks from the scope of the Presidential Proclamations of March 6
and March 9, 1933, and the Executive Order of March 10, 1933.

This Proclamation has the effect of terminating the
present suthority of the Secretsry of the Treasury to issue regu-
lations requiring the licensing of member bdanks. It will be re-
called that the necessity for licenses in the case of individual
member benks was eliminated by a Genersl License issued by the
Secretary of the Treasury on December 31, 1945. The present
Proclammtion terminates the authority of the Secretary to impose
any restrictions upon the operations of member banks other than
those relating to payments in gold and withdrawals of currency
for hoarding.

In view of this Proclamation, it will nc longer be neces-
sary for State banks becoming members of the Federal Reserve System
to be advised of the terms of the General License of December 31,
1945, or to be furaished with a copy thereof in the manner suggested
by the Board's letter of January 29, 1946 (F.F.L.S. #3533).

Very truly yours,

[signad) S. r Carpante
8. R. Carpenter,
Secretary.
- Faclosure
TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

HHH:1lim
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' JARD OF GOVERNORS -
OF THE REC D I FILES SECT;}ON
FEDERAL RESERVE SYSTEM 1 6 1947
, 7
Office Correspondence -, ,_ ate__pril s ]
To Beard of Governors Subject. Proclamation of the President
terminating procedure for licensing
From Mr. Hackley mexber banke.

The President of the United States today issued a Proclama-
tion which has the effect of terminating the present authority of the
Seeretary of the Treasury to require licenses of member banks, effective

as of March 15, 1947.

The authority of the Secretary of the Treasury to license
member banks was based upon Proclamations of March 6 and March 9, 1933, an
Executive Order of March 10, .1933, and provisions of section 4 of the
Emergency Banking Act of March 9, 1933. Nonmember State benks were ex-
cluded from the scope of those Proclamations and that Executive Order by
a further Preclamation of December 30, 1933. By a "general license" dated

“December 31, 1945, the Seeretary of the Treasury made it unnecessary for
"7 member be.nks to obtain individual licenses. The Proclemation issued by
the President today excludes member banks from the scope of the Proclame-
tions and Executive Order issued in March 1933, except that all banking
institutions are still made subject to the prohibition against paying
out gold or allewing the withdrawal of currency for hoarding.

The new Proclamation is in substantial accordance with a recom-
mendation made by the Federal Advisory Council in 1945, with which the
Board expressed its conecurrence in a letter to the Secretary of the Treas-

ury dated October 31, 1945.

FOR CIRCULATION The Proclamation does not terminate the emergency declared by
the 1933 Proclamations; and the Secretary of the Treasury continues to

ﬂ:sttour technical authority to issue regulations restricting the transaction
of a banking business by member banks. Such regulations, however, may

Wr. RansomQdi,.. ssued only with the approval of the President. Accordingly, teday's
Mr. Szymczak vtion effectively terminates the authority of the Seeretary of the

Mr, Draper.... ary to impose any restrictions upon the operations of member benks
Mr. Evans....... r than those relsting to payments of gold and withdrawals of currency

Mr. Vardaman . hoarding purposes.
Mr. Clayton “I-/ MM x/ /éé'yo)é%
Mr. Thurston . 7. -
Mr. Momll__--___.__.__

Mr. Carpenter yZ......
Mr—Hemaioad ...

Mr. Sherman _.. .-.ﬁ

Mr. Ol oW A oo
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IMMEDIATE RELEASE APRIT 8, 1GET.

. AMENDING THE PROCLAMATIONS OF MARCH 6 AND MARCH 9, 1933,
AND THE EXECUTIVE ORDER OF MARCH 10, 1933, TO EXCLUDE
FROM THETR SCOPE MEMBER BANKS OF THE FEDERAL RESERVE SYSTEM

BY THE PRESIDENT‘OF THE UNITED STATES OF AMERICA
A PROCLAMATION

WHEREAS on March 10, 1933, the President of the United
States, in pursuance of the program to permit resumption of banking
operafions following the Bank Holiday Proclamations No. 2039 of
March 6 and No. 2040 of March 9, 1933, respectively, issued Executive
Order No. 6073 which, among other things, authorized the Secretary
of the Treasury to permit any member bank of the Federal Reserve
- 3ystem and any other banking institution organized under the laws of
e the United States to perform any or all of their usual banking func-
tiona except as otherwise prohibited; and .

WHEREAS on December 30, 1933, the President of the Uniteéd
States issued Proclamation No. 2070 which excluded from the scope
of the said proclamations of March 6 and March 9, 1933, and the
Executive order of March 10, 1933, all banking institutions which
were not members of the Federal Reserve System; and

WHEREAS by December 30, 1933, the Secretary of the Treasury
had acted upon all requests for licensing of member banks of the
Federal Reserve System; and

WHEREAS on December 31, 1945, the Secretary of the Treasury
issued a General License to transact normal banking business to all
banks thereafter authorized to begin business by the Comptroller of
the Currency and to all State banks thereafter admitted to membership
in the PFederal Reserve System, and thereby dispensed with the require-
ment of an individual license for each new member bank of the Federal
Reserve System; and

WHEREAS it is no longer necessary, or in the interest of
government internal management, for the Secretary of the Treasury to .
.license the transaction of normal banking business: ¥

NOW, THEREFORE, I, HARRY S, TRUMAN, President of the
United States of America, acting under e&nd by virtue of the authority
vested in me by section 5(b) of the Trading with the Enemy Act of
October 6, 1917, 40 Stat. 415, as amended, and section 4 of the act
of March 9, 1933, 48 Stat. 2, and by virtue of all other authority
vested in me, do hereby, in the interest of the internal management
of the Government, proclaim, order, direct, and declare that the said
proclemstions of March 6 and March 9, 1933, and Executive order of
March 10, 1933, as amended, are further amended to exclude from their
scope banking institutions which are members of the Federal Reserve
System: Provided, however, that no banking institution shall pay out
any gold coin, gold bullion, or gold certificates, except as author-
ized by the Secretary of the Treasury, or allow the withdrawal of any
currency for hoarding.

This proclametion shall become effective as of March 15,
19L7.

~

/Qc,egts; | 7{? ’\ 7‘/f/‘7/7 ~ (OVER)
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IN WITNESS WHEREOF, I have hereunto set my hand and
cauged the geal of the United States of America to be affixed.

DONE at the City of Washington this seventh day of
April in the year of our Lord
nineteen hundred and forty-

(SEAL) geven, and of the Independence
of the United States of America
the one hundred and seventy-
first.

1

HARRY S. TRUMAN

' By the President:
DEAN ACHESON,

‘Acting Secretary of State.
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¥r. Robert D./L'Heureux, -

Legal Consultant, BB - 3 1847
Committee on Banking and Curreacy,

United States Senate,

Washington, D. C.

¥y dear Xr. L'Heureux:

This is in reeponse to your letter of February 4, 19471 to
Chairman Eccles requesting am opinton es to the advisability of re-

“ taining, smending or terminating certain laws which you specify in
your letter. The statutes in uestion ere those contained in see-
tion 5{b) of the Trading with the Enemy Act, as amended, in section 4
of the Act of March 9, 1933, and in the Aet of April 13, 1943.

Section 5(b)} of the Trading with the Ememy Act, as amended,
in the opinion of the Boerd, should be retained in the law. Although
this section is operative only during time of war or other period of
national smergency, it has heen on the statute books since 1917 and
it cannot now properly be considered special war or emergency legisla-
tion. It is the basis for the foreign funds control exercised by the
Treasury Department and for the authority of the Alien Property Cus-
todian; and it vests the President with other broad authority for use
in time of emergency. It is presently also the basis for regulations
of the Board of Governors relating to consumer eredit, since authority
to prescribe those regulations is derived from Executive Order No. 8843
which was issued pursuant to this statute. The Board expects at a later
date to ask the Banking and Curremcy Committees of Congress to consider
whether legislation, independent of section 5(b), should be enacted to
continue authority for consumer credit regulation on a permsnent bdasis;
and the possible permanency of such authority, therefore, does not de-
pend on section 5(b}. Nevertheless, it is the Board's view that, be-
ceause of the other broad powers given by the section and the important
operations carried on umder it, it is important that the section be per-
mitted to continue in effect.

Section 4 of the Act of March 9, 1933, the so-called Emergency
Banking Act, provides in effect that during such emergency period as the
President may prescribe no member bank of the Federal Reserve System
shall transact any banking business except to the extent permitted dy
regulatlonz of the Secretary of the Treasury with the approval of the

FILE COPY'.-
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wr. Hobert D. L'Heureux -l

President., Although ths emergency period yproclaimed by the Fresident
on Mareh 6, apd dareh §, 193%, et the time of the Pank Holiday, has
never been terminated by speeifio aotion of the Precident, the Jeere-
tery Of the Treamiry sbout & ‘ear ego issued s zeneral liocense su-
thorizing the transsotionmn of s normal banking business b+ sll pew
sember bhanke. Member Danks exieting prior t0 thet time hed bLeen
given inaividusl licenses to carry on benking bhusiness. As & pree-
ticsl matter, therefore, section 4 of the Aot of March 9, 193}, has
fully served its purjocse.

The Aet of April 13, 1343, provided that, until six monthe
after the cessstion of hostilitiee as determined by proclametion of
tie President or concurrent resplution of Congress, so-called war loam
deposit ascounts erising from subeeriptions to Unitad ftntss Covernment
securities should not be subject to reserve re uiremente on the hooks
of member benks or sudbject to asses:ments for Federsl lepocit Insurance
Corporetien insursance on tis books of imsured benks. The Prezident is-
sued a Proclsmation on December 31, 1948, declering the cemzetion of
hostilities, end as e result thess urovisions of the law will suto-
natieally terminate oz Juns 30, 1947, The exemption of war loan de-
posits from reserve reyuiresents was atrietly a wartine zeseurs designed
to fescilitete the Uovernment's huge finaneing program luring the war enmd
the need for the exemption no longer exists. Accordingly, in the board's
opinion, no leglsletion on this sudbject is now needed.

There is one sdditional statute whiech we would like to memtion
in this oconnection. The existing authority for ths purelmse of Covern-
ment sescurities by the Yederul Leserve ienks directly from the United
States, subject to the limitasion that the amount of ascurities so pure
chaesed snd held by ths Federsl Keserve Zanis shall not exceed i3,000,000,000,
is oontained in s proviso which was sdded to section 14(b) of the Federsl
Reserve Aot by Title IV of the Seocond #¥er Powera Aet. It will expire on
dsrch 31, 1947, or sueh eerlier daste as zay de deeignated by the Congress
or the President. Until 1925 there was no limitation upon the aushorisy
of the Federal heserve Fanks to make suech iirect purchases of Uovernment
escurities. While it hes been used only occseicnally, the authority has

FOR APPROVAL proven to be a useful snd convenient meécheniem to fscilitate Tressury
st of Mﬁnﬁms and to effeact temporsyry adjustments in the money market. Ao~

1. eerdingly, the Poerd on Pebruary 12, 1947, recommended t¢ the Chasirmen
%r. RansomQls......af the Hamking and Currency Committeas of the Zenate and Fouse the spast-
. &Wmmzﬁismgggj of legislation makirg permanent this authority for direet purchaees

tir, Drager L A LS
A fvans .. - - BEL BVIAGHLL FEMCRRRIw

LLLY YJQA/h- Yery truly yours,
‘"rnﬂ

. Var qunh
o, Clayto

© GRBII O TOONON AfwArneme Hore vt

2 '5&2..2@«;’_“’?&“, A7
oo & ‘ & Cogrer ) S, B (C’éiﬂf*’#“
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dr. howert I, .'Heursux - Him Yo ,,/“’3' g

Prezident. Althougzh the smergercy perlod proclaimed bty the Fresident
on Warch 6, end ¥arch ¢, 1932, et the time of the Hanx Holiday, hes

nuver been terminated by speeific retion of the Presildent, the Seere-
tary of the Treasury sbout e sear a;o issued & genersl license au-
thorizing the transaction of a pormel banking business by sll new Q\gf

NURE A ;,:;;s:fi:;:(z%l
i
&

mesber hanis. XNember benks existing prior to that time had been
ziven individual licenses tc carry on bdanking tusiness, As & yrlo-
tical matter, therefoure, aaction 4 of the Aet of iarch ¥, 14933

0 3 4 ststute.

" y s

not 7 whe -rtpuuttd»ci'thia
e, =

The Act of April 13, 1943, provided that, mtil six wonths
after the cessstion nf hostilities as determined by proclamation of
the President or conocurrent resolution ef Congresss, so-called :war loan
deposit sccounts srising Trom subseriptions to Uaited States Govermment
securities shoulc not hLe subjeet to reserve requirsments on tre books
of - member hanks or aubject to azsessments for Federal feposit Imsursnce
Corporation ipsursnee on ths books of insured dbanks, The President is-
sued # Proclemation on Degember 1, 1846, <sclering the cessation of
hoatilities, acd as & result these provisions of the law will euto-
mstically tsrmimate on June 30, 1946, The exemption of war loan de-
positz fyom reserve rejyuirexents was stristly a wartime meamure designed
to facilitate tiie Covernmsnt's buge linanoing progrem during the war and
the need for the exemption no lomger exists. Accordingly, in the Boale's
opirion, no legislation on this subjeet is now needed,

There is one additional st=tute which we would like to mention
in this conneection. The e¢xisting authority for the purchase of Govern-
ment securities by the Federzl keserve ianks &ireetly from the United
ftates, subject to the limitation theat the amount of seocurities so pur-

FOR APPROVAL . 49 ged and held by the Feleral Keeerve ianks shall not exceed #5,000,000,000,

—4io eontained in a provisc whieh was ndded to sectionm 14(b) of the Federsl

Flrst of Mr. .25
Iusalon, fov o cesorve Aot by Title IV of the 3econd War Powsrs Aet. It will expire on
Mr. Ransompge-c-—dimmeh 31, 1947, or sueh earlier data az may be designated dy the Congress
Mr. Szymczakady-.-or-3he President. Until 1938 there was no limitation upon the authority

Mr. Draper....

of _the Federsl heserve janks to make such direot rurchases of ‘overnment
securities. ¥hils 1t has Lesen ured oaly occesicnally, the authority bas

-

Mr. Evans o220

Mr Vardaman

Mr. Clayton __
Mr. Thurston _

proven to be e useful and convenient mechsniam to fseilitste Treasury
”“"”Eﬁi}ntiona and to effect tanpOrnr; adju-tmonxa in the money zsrket. Ae-

If you approue vieaseppupt of leglelation !nking permanent thi- suthorit:- for direet purchases

imiial o0 <
fire, S

bigitized for FRASER
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TO:

General C aID N FTYZS SRCTLUN

Board of ( vernoran 5 194?

Federal heperve ystem

ke

! RS A M W R 5 AT

In line with your recent conversation
with Mr. 0'Connell and my phone call to your
office this morning dwring your absence at
a meeting, I transmit herewith a copy of
our proposed report to the Senate Banking
and Currency Committee on certain emergency
and wartime statutes of Treasury interest
within the jurisdiction of that Committee.
The Committee requested this report under
S. Res. 35.

The Committee is pressing us for
tiis report and we hope to get Budget clearance
on it today. If I can be of any further
help on this matter, please call me.

ST T. Spwpaan

Stephen J. Spingarn
Assistant General Counsel

Treasury Department

S*ﬁi fD“MJLkagaAfL1 vLZOQ:Q_ et -
ofrout P 4.

MR. SPINGARN
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ABe'D IN FILES SECTION
\:SIQ\R 5 19Az

¥y dear ir, Chalivasn

Furthar reference is mde to the letter of Febyaary L, 1047, from
e Kobert Dy LVieurenz, isgsl Congultant «f your Ussadites, requesting
the ‘apartematts views on certaln emergesey ar wartise lsglalation,

e latter refore spocifica:ly to Siywe acis: (1) ihe ot of
rareh 5, 1733 (L3 3tat, 1, secu, 2 and L), (2) the Aet of lesembor 13,
11 (55 state 839, eme. Sa) and {3) the set of Mareh 27, 1942 (56 itat,
130, ohe 199, title IV, ses, Lil).

Jection 2 of tiw ich of Kareh 9, 1913, and the A0S of Deceubes 18,
19k1, oenstitutod andbumts to ssetion 5(b) of tie Drading with the
“eneny AsS of Joteber G, 1717 (LO ftete hll). The Tuding with the
eneny Act, insloding ssetiem 5(b) theweof, is persmnent logislati

G:ring the past 30 years, has proves to be highly oY ve
eouba Wwe mjor wrtine emsrgencies &d & ajor pedes-tine emrgeney
aaperisnced by the United 3tctas,

In the Fire$ ‘wrld Wr, the pewers ocutained in sectiom S(b) and
other sectisme of the Iy  with the eneny Aet were used to probidlt
trede and cosmmiostions betwemn this seuntry and the
treal the wes of foreign assets In the United Ztates,
following the end of astmal fighting in the Pirst Serid %ur the
vistons of tim Act were the hasis for 4w vesting of enesy sesetls in
the nlted Staten,

*hgn Oersany without wareing sceupied Demmark oo April 8, 13k0,
and Yorway m April 10, 190, the existenws of $:is seotion emabled
the Mnited Statas 0 the day of the inwvesion to fiesie e assets in
tide eountry of these (wo {nvuced eountries end Wwir natimals, Thess
suahmwuw‘t for thady rightfal owers and
prevented fyem £ r indo the hands of the a; res:ors whery Umy oould
nave beem used scaliwt toe allled nutions. Taereafter «a the Hetherlasds,
‘ France, and oty eountyics were lnvaded thelr asseles sme pao=
cossively bloskeds 1In June and July, 19k, wnder the suthority of seow
e 5(2), Ve Treczay's centrols mre ex te Sermany, Ilaly, s
the rest of omniinental iwrope, inelnding the neatrals, and to Japan
and China, Thus, at the vory time tnad tey were naking finel prepores
tlione for & wirld conflict, the ixis mations w:ze gompletely depriwed
of toe vee of foreign sxshange in this emmtry, and wods “nd com
mnisations wits such comteios were effectively eumtralled, This hed
& profeund offemt em the ability of Gervmry and Japan 4o surtaln we
extonded war alfore,

Federal Reserve Bank of St. Louis
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In sd1ivien, Vhs pevers eriginally greated in ssetion 8(»),
ne reaffired and sxiarged by e int of Mareh 9, 1923, were
udred by Lhs Covarmmant 12 Zsaling itk the hesking ant fianncial
erisie of 1933, Under 188 sulboritsy ordurs were iwwusi {4y olese
She vsaks, to prehidit hoardiang, an? ta 3all in Adl geld, aelA
agine snd galld eurtilfisstas,

1% san Do seen Aiat nver s censideradls erisd of Ve ibts
logislation has been ‘smanstrated S0 M highly effestive La neeling
snd dealing with seriowns Tinaneis) predlems aesesianted vith both
fnternal and external arises. Turimg this time seoblon &(b) has waler-
5one mendnsats end refinments soeasioned Wy the varying tyses of
preblams b whieh {8 has dosn aprlied, wish e result Shat i nev

“eonatitubes » Mighly flexihle reserve nsasure avallsdle “or Lmmediste

Pigitized for FRASER

applisntisa fa the finanelial fleld iz the svant sf swargessy escdilisns,
The Nepariaent belleves Vhat 1V 19 essontial Shat the Trating with ke
sagny Aet, inaolwmiing esentica B(%) t\bereof, “e permmmentily retained %o
safeyonrd and vretest the ixterveis of the Uaited Hiates, partisularly
ia view of the wmesrdaiagy of fuvurs worid politiaal an? eessomis re-
1“1““”-

Athoush the Trading with the enemy 2ot {5 vermanmt legisintlea,
the pevers grastad S» the President ¥y seebion 5(d) my ts exercised
only “during e lae ¢f war oy turing amy otvher neried of natlcanl
mergmnay eclared by the Presidsat?, YThe esapletiea of the Treasury
Separenenl's nreagran fer Ahe 1ifting «f Ahe frevsing eenirels in &
nARne? stasistent with the pelinies of the Severmnend will require
the sezttznsd use of the sestion B(Y) pevers for swee time in B future,

It will de resalled Ahat vith the United States' entry inde Lhe
war sar fressing ssatrcl progras Besams, in adiitien %0 A yroisetive
devien, ena nf our ot inpartant vesreas of susienie varfare deo-
signed W asrry oas, in esnjwmetion with the vesliag uvrogram of the
Altesa Freverty Lustedian, (ks Uovernaent's pelicy of sesiring sat sad
liguidating Cerman preoeriy Noliings vherever thay might Yo foumd,
AV She Relght »f e war the Tramsury “epartment through 119 Fraesing
csetrols (1) regulated the wes sat Yspestilen of seme 5§ ¥illtem of
procerty held ia the tnited Ftates by the gevermments and nationals of
Wrty-olxn euemy, oneup-domisated, saad neulral comiries; (2) regaiated
he iapertativm of sequrilies, ourresdy, ard objests and stber valuadles
to ;revent ths liguidatisn Rere of tha 4xis loct frou ianvadesd territeries;
(3) sorvtinissd intermatiogal transastisas floviag Marvogh aited States
yanking chasssls to preveat Vreassetions bemefiting the Axzis and t»
premots \hess alfing \he Allled camew) snd (4) partietpated in s ire-
claimad List (the Averisan hinak 118%) program theredy preventing Vrans-
sablens wvith eneny agente ~14 sther iminioal intsrsste throoghoud the world.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Zpoe W defsst of Jermerny end Japen, the ery Depertoent es
mm practioaily all of the contgule which in any sy toterfsred with
the rewuau af cormal tuginess and trade relationanise with foreign
countries. op exhaple, all controls owsr earront transkotioas with all
Torei s mu:m-icu mpg tampcien, Spain, oetagml, ext Tangier hawe been
reovenls,  Ifmport eontrols are being Lintted to speciiic itens unown 0 be
looted by the eamtey, 2ueh Ao mcurillos.

mmmmmmwmmur&msmnﬂw;whmw
is belng wested by the ffioe of Alion /roparty. Hlockad property belounging
o parcons An thooe parts sf the world Weough wioeh 1ittls closking of
mwumwwmemwmxywm,
sxpept (or reoperty xnanm to celong tc certAln waman oy Japanwse uUsilviduals
or orgenisstions., Thus, for emnple, e satire var Last, exbepd Japan,
hos bes: sntomstioally uwcblooiosd.

Agresmmta have bosn megotiated with )4 foroign govermpete including

Frence, the Sethorlancs, Mlzius, & Sultscrland, parseant to wilch tuey

gitized for FRASER

m o O

have assuwd the res meibllisy Jur cenxiuoting inveskd atims &3 % the

real venorship of asests in the Unitexd! States 1o the nrmesz of thelr rwatdents.
‘mee thepe countriss have cartifiod that no enmy interssi Lo involved, the
asants sre suatEmticaily rsleasnd, Pursasiat % wieh *dofrosting® spresnents
the foreign comtriss undertesrs to Lnfarms Ww (nited States of blocked
operty whioh they discover $0 be hecsficially owned by tic eoemy, As
anecyy property 1s discoversd, it is eabjest o vostdng by W Uifice of Alisn
Proqurty, Juctics Uspartasat, whose authority is alsc cantsinei in ssetion 5(b)
of the Trsdiaog with Hw ey rot. This yps of valreesing Sryengoewnt wis
adopted in vigw of the fact thwt Gormsn interests in the moot Laportant Kol
valudble v propertiss o this oxmtry were, () aoCordsncs with SAcl war
plaas, closked through slaborete deviess genarally desined to xolke sch
roperty sppear to Lelong to pationals of pertoin allisd & ceatrel countrics.

It gt be reslised, bowswer, et o sobolantisl period of tLw will
ve regquired for the iovestimtion and certification of tlocked asosts,
espwcially by tioes forsigm soverrnonts wio have anly reoently concloded
defresting sprewnscts with whe United (tatos, Hosowsr, ws ave not et
beai: ahle to conoliunde defrosting srrengements with wodei, Spain, and
Fortagel altiwugl oegotiations with those crmmtries ape in rogress. The
delay {n comtuluding agrescsmts with Wess countries ks bee: ocoMxionod in
part by the fact that the dalrostdn; arreageaents aro but one part of this
mﬂnwwwmnuung GeroRn And JAapiiese sssots throaghe
oat the world, partdewlarly in the ‘aropesa neutrals, therehy suppleasating
this Cowrment's security prograe and inarelsiny the amounto swmilable for
rephrationa, [afrosiing arrengnossts are oaly concluded with ho neutesl
sovervnente afber thwy have undortakan to ioitbiste sstisfectory somecres
(1) far the disgovery &nd liquiciation of (eresn asssis wathin teir borders,
(a)rwﬁpwzwﬁmww%rafmwwmm&mmwf@
use o ropmretions, mad (3) for the restitution of gold looted by the

kp://fraser.stlouisfed.org/
¢deral Reserve Bank of St. Louis
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Oervens axl subowguently asguired Ly thets The epartasnt does et
fosl that 1t oma pelsiss ths ascots of em gowerosonts (rog conteol
mmmwwwm;mmu moperty 'oldings which
mmmumtartmm‘miywmmm

ﬁ§

mu mmum, yOUr tbention t# Sireobsd %0 tihe AtAMCHO resolation
exocerniny Foreign Fuds Conteol adopted aon lowenber 16, 1645, Ly Re
Pankers' Assosiatics for Foreign Tredes

e tarrdoaticn of tUie state of wr and of the wergncies reclatoaed
Uy the "reeldamt with respect % seotien 5(b; A4 this tiss would owen the

L kemdiate unfreesing of all veswicing blocied asssts therely readering
it moge diffionls W concliade sstisfaotary sgesmnts with Ws resmining

nectrale soneerming Uermio asaste Sod looted gold, Cueh sotion woild alse
Wuwtﬂﬂmhmﬂy%mwmﬂw
into W good faith wieh £ oountrisas with the result tas mch
oty 1 this ooty b oved By Oeromne towld never e dise
covered and vestmd, corewwer, it woold ko LY Lmpoasibis o retain owstrel
ovar the assrte of e four so=-oRiled “sstellite” sney countrics, Hulgsriag
ianghry, ashois, and Jly, for ultinsts dicposition aftwr Ve jeace
mmmmuuumnwm. in additien, it would poghtie
this Dovermsat's offcris in Asoordancs wish its internatioond covad beente
to prevent the inited (MBtes fram besaiog the dwoing pround for all kiazds
nf valusbles loched iy the Oercons Snd JapADeSE,

it is @y considered ocpludor, Wweslore, ot acdy et S wieriying
statutes shouwld e redsined ex partmnent lepialuatiog, tut Alm that the
povars gentasd iherewin should revals oparetive il the wrogren set forsh
abora hag twen comipleted,

mtim&dﬁn&tdmﬁ%l@ﬁ},mﬁumm
iegialation, provides that “dupilig sush sergency pariod as S ‘resident
af %w Lnited JUndes oAy prewsribe, oo apher bank of te sdarel hesarve
WMIMtwmgﬁaimmptmmmm
mblest 4o suoh regulaticeun, lizitations &nd restrietions ap wuky bo
mimwmummdwm,mwﬂnmafun
‘regidents” i connaotion with tids sWwte, [ call your swlsution to
ﬁ-mmusmwmw*mmmnmwmmw
on Yetruary 19, 1947, sonoerring cerdkin emargenny posers, whon hw stated
mmmmzwammwuwmmmmmmn,
Ul “aoNidng reqalires thedr recovil from cur body of permsoect law et
this tiw, and it i prefersble WAt oporetics sooducted under then by
virtus of tha 1939 scd 141 swrpeoies shauid lapss retisr tha st
the swatutes sho:ld be repealedy®
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he ¥:ird sot memiloned SR your letwe, mmath?.lm,
uwmwuzm,mm,uwmm.wﬂ).mm
tmmmeMWﬁummmmWﬁuwm
froe 22 Trezsury An SA sowand not exvesding §5,000,000, 50 ot any cos
tioe, mmwuﬂmmmmmv, This pewky Le nos of e
inodramete in \he possesaion of the Federal beserss ambhoritlss for
mintaining coaber dRnk reseres Salarecs arownd iocooe tax dxbes acd
1s of aszistanow iz W EAludenkAGw of seseth »oey MATEst conlitions,
Genoe, tha Dapirteent Belioves Wwil the sasserily snenld be meie permarect,

;nnmmﬁuuunmawwnhmwmmm

& Heusags frwm the fresidesd ol Ow Dnlled Jdates, dated
31 mrmmu&,mmoumnn¢uwwn
hm!mmwﬁn‘:nww Leapartas:t wlll recsmsod
mummmwmh»

mmmulhumywmwmmumnm
the Jarisdistian of your Comditee should be mertionsd, ne is the iet
of spril 1), 3L (87 Stute 05, obe G2), whish peovides that wnid] &
ranths aftar the cessetien #f Rortliitiss in €ie presend wer as detere
wined Wy proslamstion of the Yrusident o cuntcrveat resviutien of Ve
Jengress, \he so-cRlled wkr loan soosonts ssAll be vesludsd fras the tae
wate? far e detervinntion of Federel Dapomit inssyenss Curporetien irssraiee
Maﬂa}mbcmmfmmwmmw
the Yedwral Femerve Aet, The Mwaident by prociasmtion hus tarxdnated the
period of woptlities of Yorld wuad‘m 31, 1, mo Shat this
m&mvwmmubmm,suuﬁ ﬁ.my,mwmm
by Lty berms is Limltad fn cpevatdien o m“mt war.” The statle
should Do allwsed to Y& Lia oovree »o tuch the bRnks sy siie e neseesery
weesteents in the reantise,

Tow @ther sdatave L o ot of Desewar 73, L3EL (SU Zate 971,
oy, TiE) widenh authwdisesr dlobaraing offivery uGldl 5 wantba alter the
prepent vy W gaxh nod zopotlots eheois and Sty ks tresents paywhle
In Uplted Hotep and furelgn cunvrency asd te edust wrohange (raossgtine
fawlvisg Unitad Staten and ferwign rarrensy for Uw ssscenodatien of
dlitviey e olvilism perowauisd of tiae Wnided Ststes, The Ireasayy
Dapartwent belisves Shat ¥ale leglalation sheuld be aude peruenat strse
sabrtantisl nuerers of silitary 2nd glviiiss poresmwl of the Tolted Atstes
wiil be stadloned «broad s & part of VU vetipation Duroess fer an indefo
irdte pariod of Simse
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Yery tPmly yours,

segretary of tUm Treaguly

nie Zwriss b Tobey ,
tomerle ek 2 e tn a2 e
gnited 5tates J0mAte
ramningtan, e Ce
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JARD OF GOVERNORS
oF THE

FEDERAL RESERVE SYSTEM

Office Correspondence Date February 20, 1047,

From

To Board of Governors Subject:_Letter regarding certain
REC'D IN FILES SECTION
Mr. Vest emergtncy AW_

| //;'_,f.fl;.}_. e e ]
Yy ¥ "

}
The attached letter| from the Legal Consultant of the Senate
Banking and Currency Committee asks for the Board's opinion on certain
temporary or emergency war legislation.

-One of the provisions in question is section 4 of the Emergency
Banking Act of Merch 1933, which provides in effect that during the
period of emergency proclaimed by the President no member bank shall
transact banking business except as permitted by the Secretary of the
_Treasury. Under this statute the Secretary until about a year ago
- granted individual licenses to do business to each new member bank,
but on December 31, 1945, issued a general license authorizing the
transaction of business by all banks thereafter becoming members. There
appears to be no valid reason for the continuance of this statute and we
recently suggested this viewpoint to the Treasury. Mr. 0'Connell, General
Counsel, was rather inclined to the contrary view but promised to send us
a copy of a tentative draft of a proposed letter which the Treasury would
write on the subject. This has not been received.

In the meantime the President has sent a message to Congress
listing certain emergency statutes which should be repealed and certain
statutes which should be retained and included section 4 of the March
1933 Act among those to be retained. Although it would appear to be
desirable to repeal this statute because it is practically obsolete,
the point does not appear to be sufficiently important to justify the
Board in teking a firm position at variance with that of the President.
Accordingly the attached draft of letter to the Legal Consultant of the
Senate Committee states that whether the statute is repealed at this
time is not very important.

The proposed letter also states the opinion of the Board that
section 5(b) of the Trading with the Enemy Act should be retained be-
cause of operations under it by the Foreign Funds Control of the Treas-
ury and by the Alien Property Custodien. The letter states that this
statute is presently the basis for our consumer credit regulations, but
it does not make the possible permanency of these regulations a reason
for the continuence of section 5(b), since permanent authority if ob-
tained would be contained in a special statute.

Attachment

«BY Lim

igitize RASER
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Cubienre®® L ES W, TOBEY, N. H., CHAIRMAN

IMER E. ST, 8D, R, Maas 3. ) e
v W, BRI, OHIO A WiLLys mORERTSON, VA. . REC'D IN FILE
JOSEPH R. MCCARTHY, WIS,  JOHN SPARKMAN, ALA, wcndcb sbbzs

ROBERT C. HILL, CLERK

COMMITTEE ON BANKING AND CURRENCY

February 4, 1947

Mr. Marriner S. Eccles, Chairman
Federal Reserve Board
lashington 25, D. C.

My dear Mr. Eccles:

The Senate Committee on Banking and Currency is
making a study of all existing temporary and permanent
emergency and war time legislation (including legislation
which terminates on or after a proclamation of the
cessation of hostilities) which falls within the juris-
diction of the said committee.

The committee would appreciate an early opinion on
the merits of the following laws at this time, including
a discussion of the advisability of retaining, amending,
or ending the special war or emergency powers concerned.
Kindly discuss the same in the light of other legislation
A if any, now pending before Congress. Alio please add to
Qkud[ your recommendation a discussion of any other war or
f 4£u: emergency power affecting your agency and within the scope
of this committee'!s work, if that power is not included
below.

"During time of war or during any other period of
national emergency declared by the President," he may
regulzte transactions in foreign exchange and the export, -
hoarding, melting, etc., of gold or silver coin, bullion,
or currency, by any person subject to the jurisdiction of
the United States; and during such emergency period as the
President of the United States by proclamation my prescribe,
member banks of the Federal Reserve System are not to
transact any banking business, except in accordance with
regulations of the Secretary of the Treasury approved by the
President, amended by the First War Powers Act, which
extends the provision for regulation, etc., by the President
to payments to banking institutions, and to transfers, with-
drawals, or exports of or dealings in, evidences of indebted-
ness or ownership of property in which any foreign state, etc.,
has any interest; and vests flexible powers in the President
to deal with the problems that surround alien property or its
ownership or control. P

M
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Mr. Marriner S. Eccles

March 9, 1933 (48 Stat. 1, sec. 2, ch. 2, sec.4),
amended December 18, 1941 (55 Stat. 839, sec. 301).

f Provision that subscriptions to certain United States
securities beg excluded from bank deposits for certain
purposes until 6 months after cessation of hostilities

(adding proviso to Federal Reserve A ct 12B (h), par. 1,
. “second sentence and last sentence of sec. 19).

CApril 13, 1943 (57 Stat. 65, ch. 62).
. Xindly send your reply in triplicate.
By direction of the Chairman.
Very sincerely yours,

Robert D. L'Heureux
Legal Consultant

RDL:pb

i
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FEDERAL RESERVE BANK

OF CLEVELAND

CLEVELAND 1,OHIO

MAR]_ 2 1946 e P

| AR
Marzg 8, 1946

Mr. Bray Hammond, Assistant Secretary
Board of Governors of the

Federal Reserve System

Washington, D. C.

Dear Mr. Hammond:

Acknowledgment is made of [your letier of March 5 with
ggglgﬁuxe_iﬁzagl;ggﬁ Sf9Q}:gl»addressed to Mr. R. M. Gidney.
We will be governed by the opinion of the Board that it is
not necessary to advise the Secretary of the Treasury by
wire or letter as to the effective date of admission of a

State bank to membership in the Federal Reserve System.

Very truly yours,

W. D. Fulton
Vice President

Federal Reserve Bank of St. Louis
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Mr. D, W. Woolley, Vice President and Cashier,
Federal Reserve Bank of Kansas City,
Kensas City 15, Missouri.

Dear Mr, Woolley:

We undersisnd from your letter of February 18,
1946, that it w.s your practice, when suthorized by the
Secretury of the Treasury to issue & liceuse to a bank
approved for membership, to advise the Secretary by wire
when the license was issued and the benk admitted to
menmbersiip. You assume that the Se¢retary of the Treasury
etill wishes wire advice when a bank is admitted to member-
ship and licensed under the Jeneral license issued by the
Seeretar: of the Treasury on December 31, 1945, applyin.
to %all State banks hereafter admitted to membershi, in the
Federzl Reserve System®,

It is understood that the wire advice to the
Seoretu;y of the Treasury, to which you refer, wus never
rejuired by the Sscretery but was furnished by most, if
not all, or the Federal Reserve Banks to indicste the
action taken under the specitic authorizeation in each in-
stance. In the Boaru's opinion, the issusnce of the gen~
eral license removes ths necessity for ad¥ising the
Secretary of the Treasury by wire or letter as to the ef-
fective date of admission of a State bank to membership.,

{ 'A M/L//...---
"%M%TES ON

D K- 19A6 I

MAR Procd.

Yery truly yours,

Bray Hammond,
Assistant Secretary.

o é@%@ COPY
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FEDERAL RESERVE SYSTEM#

WASHINGTON 25, D. C.

Ks-901

TO THE BOARD

March 5, 19.6.

Dear Sir:

2/18/4 6 -
The Board of Governors recentlyr?ecefged the follow-
ing letter from one of the Reserve Banks:

"When a State bdnk is admitted to membership
in the Federal Reserve System we expect to send it
- & copy of the general license issued by the Secre-
tary of the Treasury, furnished with the Board's
Jletter S-888, dated danuary 3, 1946, as suggested

in Bgazd's letter S—89L, dated Jangagy 29, l9h6

S

Treasury upon admittance of a State bank to member-
ship in the System, advising that a license was
being issued in accordance with the telegraphic
authorization of the Secretary of the Treasury, and
informing them of the effective date of the bank's
admission to membership. It is assumed that the.
Secretary of the Treasury still desires us to wire
him when a State bank is admitted to membership in
the System,™

A copy of the Board's reply is enclosed for your in-
formation.

Very truly yours,

\’ig’,{,bj 2d /{L Lol gr /)é,.,vmr«m/

ray Hammond,
1‘/ /2 ./ : Assistant Secretary.
Enclosure

< _ e

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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BOARD OF GOVERNORS Oi THr FEDRRAL RESERVE SYSTEM

March 5, 1946.

Mr. ’
Federal Reserve Eank of

s *

Dear Mr.

We understand from your letter of February 18, 1946,
that it was your practice, when authorized by the Secretary of
the Treasury to issue a license to a bank approved for member-
ship, to advise the Secretary by wire when the licensc was
issued and the bank admitted to membership. You asssume that the
Secretary of the Treasury still wishss wire advice when a bank
is admitted to membership and licensed under the general licencze
issued by the Secretary of the Treazsury on December 31, 1945,
applying to "all Statce banks hereafter admitted to membership in
the Federzl Reserve Systam',

It is understood that the wire advice to the Secratery
of the Treazsury, to which you refer, was never regquired by the
Secretery but was furnished by most, if not all, of the Federal
Reserve Brnks to indicate the sction taken under the specific
authorization in each instance. In the Board's opinion, the
issuance of the general license removes the necessity for
advising the Secretary of the Treasury by wire or letter as to
the effective dats »f aodmission of & State bank to membership.

Very truly yours,
(Signed) FBray Hammond

Bray Hammond,
Assistant Secretary.

Federal Reserve Bank of St. Louis
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MAR 5 1948

Dear 8ir:

The Boa:rd of Governors recent.y recelived the follow-
ins letter from one of the Reserve Bankas:

*¥hen & State bhauk 18 admitted to member-
ahi» in the Federal Reserve System we expect
to send it a copy of the enerul liceuse issued
by the Secretery of the Treasury, furnished with
the Board's letter 8-88¢, Guted Januury 3, 1946,
a8 suzgestcd in Board's letter S5-894, dated
Janusry 29, 1946, which was enclosed with your
letter of Jauuary 30, 19456. ¥We have formerly
wired the SBecretary of the Treasury wpon ade
mfittance of a State bank to membership in the
System, advising th:t & license vwas being issued
in accordence with the telegraphic authorization
of the Secretary of the Treasury, and informing
them of the effective dute of the bank's admission
to membership., It is assumed that the Secretary of
the Tressury still desires us to wire him when a
8tute bank 1s admitted to membership in the Bystem,."

A copy of the Board's reply is enclosed for your infor-
mation,

Very truly yours,

Bray Haamond, Q:JZM‘;%;%/szZf~

Asalstant Secretary. e 1

— 7
YER TS . >
| E@W Y E A_f‘h—;—‘—““ 5

T0 THE D!

qeg/;SS:fs F - /
[V
Digitized for FRASER ¥«¢ Jk

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




Pigitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

ROBERT V. FLEMING

PRESIDENT AND CHAIRMAN OF THE BOARD - @ VICE CHAIRMAN {F THE BOARD
aghington, . d.

Reproduced from the Unclassified / Declassified Holdings of the National Archives

DEC/LASSIF IED _
= Authority l‘: D (050'

s REC'D IN FILZS SECTION
REC'D I FILZS SECTION

| PR AEB
AL //(’ "7(‘3‘
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POSTAL ZONE I3

February 25, 1946

IN REPLYING PLEASE QUOTE INITIALS

Mr. Chester Morrill, Special Adviser,
Board of Governors of the

Federal Reserve System,

Washington 25, D. C.

Dear Chester:

Thank you so much for your courtesy
in sending to me Chairman Eccles' letter of October 31,
addressed to the Honorable Fred M.Vinson, Secretary
of the Treasury, relative to the elimination of the
licensing of national and member banks. I am particu-
larly desirous of having this for my files.

Sincerely yours,

s hfreee e

President
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February 20, 1946.
Mr. Hobert V. Fleming, Presideat,
Rigas Mational Bank,
¥ashington, D. C.
Dear Bobi
Following our talk over the telephone 1 had a
copy made of our letter of October 31, 1945 to Secretary
Vinson regardifiy the licensing reguirement applicable to
national and state member banks, and 1 am sending it to
you herewith.
1f we can be of any further serwice you know
that we will be glad to respond.
Sincerely yours,
Chester Morrill,
Special adviser.
2y
Enclosure.
3
ANGS

Federal Reserve Bank of St. Louis
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February 20, 1946
¥r. Thomms Seymour Harris' Prospeotus

Chandler iorse Lo,

I have referred Seymour Harrist! prospsotus to Sue Burr,
Roland Robinaon and Diok !uspgrave, the three persors who 1t seemed
to me were most likely to have materisl and possibly time for this
sort of thing. Their independent reactions were in unanimous agree-
ment. They found the projeot oconfusing, they were doubtful ss to its
value, they felt that we had little to contribute that had not already
been jublished in readily available form and they felt that rneither
they or any member of the staff had the time to put on such an enter-
prise.

In the light of these reactions I have drafted the attashed
-letter for your sirnature.

{ R
-
J
CHefe

Attaohment

————————————

" gl 575
TP SDLR

;
i
bR EILAS

s P
L S AT poae :

!
¢ }
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February 18, 1946

My. Leo H. Paulger, Director,
Division of Examinations,
Board of Governors of the
Federal Reserve System,
Washington, D. C.

Dear Mr., Paulger:

When a State bank is admitted to membership
in the Federal Reserve System we expect to send it
a copy of the general license issued by the Secretary °
of the Treasury, furnished with the Board's letter
S-888, dated Japuary 3, 1946,/ as suggested in Board's
TTetter S-894, dated January 29, 1946 which was en~
¢losed with your letter of January 30, 1946.) We have f

formerly wired the Secretary of the Treasury upon
admittance of a State bank to membership in the System,
advising that a license was being issued in accordance
with the telegraphic authorization of the Secretary of
the Treasury, and informing them of the effective date
of the bank's admission to membership. It is assumed
that the Secretary of the Treasury still desires us

to wire him when a State bank is admitted to membership
in the System.

Very truly yours,

Vice President and Caslfier.

. FOR FILES
TIRNPOIE Mary ®. Sanderg

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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February 1, 1946

Mr. Bray Hammond, Assistant Secretary
Board of Governors of the

Federal Reserve System

Washington 25, D. C.

Dear HMr. Hammond:

Receipt is acknowledged of the Boardts
letter of January 29, S-894. We have had in
mind the desirability of calling to the attention
of banks becoming members, their status relative
to Treasury’license,and are pleased to note that

the Board approves of this.

Sincerely yours,

Ray M. Gidney,
President

Pigitized for FRASER
ttp://fraser.stlouisfed.org/
#ederal Reserve Bank of St. Louis
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Janasry 30, 1946.

Mr, B. W. Woolley, Vice Presidenty
end Capaier,
Fodarul Ressrve Beok of Kansas C(ity,
Ransss Uity 1¢, Misscuri.
Desr Wr. Baclley:
Acknowledgement of your letter of Jazuury
14, 1946, hes beeu delsyed peuding issasnce of the
Bourdts letter of Jenusry 49, 1946, S-Wi, which was
under constdersticn whes your letisr wes received,

That letter appesrs to snswer your 1ngulry,

Vaory truly yours,

(Signed) Leo F. TPaulger

weu He fPeglger, Director,
Divimton of XKeeminations,

LE COPRY 03
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JAN 2 9 1946

| Mr, C, E. Barhart, First Vice President,
Federal Reser ve Bank of San Francisoco,
San Francisoo 20, Californias.

Dear lr. Earhart;

This refers to your letter of January 10, 1946, with
respest to the issusnce of a general license by the Treasury
Department authorising the transaction of normal banking business
by national banks hereafter authorized to begin business by the
Comptroller of the Currenoy and by State banks hereafter admitted
to membership in the Federal Reserve System.

The Board agrees with your suggestion that each State bank
hereafter admitted to membership should be notified that it is
operating under this general license and, accordingly, a letter is - 3?7—
being addressed tc all Federal Reserve Banks recommending that this {A32A¢é
procedure be followed.

We have been informally advised by the Comptroller of the
Currency that no determination has as yet been made as to notifying
newly organized national banks of the general liocense but we under-
stend that whatever steps are desirable in this ocomnmeoction will be
taken by that office at the time of the authorisation of such banks
to begin business so that it will not be necessary for the Federal
Reserve Banks to call the matter to their attention.

Very truly yours,

mﬁwﬂw

HT o0 Sy oo e sty o THE gAY

JAN 29 1946 ey emmond, /p.,' ~;<>

Assistant Secretary.

FOR IILES
Lm ise _5‘. T) D180
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Mr, C. E. Barhart, Pirst Vice Prefident,
Federal Reserve Bank of San Frang
Sen Franeisco 20, Califorgie.

kY

Dear Mr. Earhart: ;
This refers to your Yetter of Jamuary 10, 1948, with
respest to the issusnee of & gyneral lisense by the Tressury
‘ Department authorising the trafyaction of normal banking business
by national banks hereafter authprised to begin business by the
Comptroller of the Currensy amd State banks hereafter admitted
to mambership in the PFederal Jeserye System.

your, suggestion that eaeh State bank
id be notifisd that it is operat-
rdingly, a letter is deing
ecommending that this pro-

The Beard agrees wikh
hereafter admitted to membersgt
ing under this general lieem

elieved desirsble to leave
h newly organised dbanks.
troller's office that no

Very trily yours,

\
&H*j" / ; S. R. Carpepter,

Secretar \

Digitized for FRASER
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Federal Reserve Bank of St. Louis
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¥r. R. R. Gilbert, President,
Federal Reserve Bank of Dalla .,
Dallas 13, Texzas.

Dear Mr. Gilbert:

This refers to your leiter of January 8, 1948, suggesting
that a copy of the general license issued by the Treasury Depsrt-
ment suthorising State banks hereafter admitted to membership in
the Federal Reserve System to transact normal banking business,
be furnished each sush bank upon being admitted to membership.

The Board agrees with this suggestion and, soccordingly, a
letter is todny boix_xicddr sea to all Federal Reserve Banks recom-

47' A e
mending that thia procpdnro be rollowod or the bank be advised of

the terms of the gensral lioense.

Ve v truly yours,

(Bigned) Bray Hamim. n

| “25&;.)?u;ﬁﬁcxa

Bray Hammond, , o ek o F
Assistant Secretary. —_—
b PR R
Q : jc \ ‘.‘ V ' B
1-16-46 |
A STER AT oo,
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WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORREBPONDENCE
TO THE BOARD

January 29, 1946..

A,oai”dgd

xR 594

Dear Sir:

. As you were advised in the Board's letter of Janu-
. ary 3, 1946 "’§“888E: the Treasury Department has issued a

gener icense which grants all member banks authority to

transact normal banking business,

Following receipt of the Board's letter, two Fed-
eral Reserve Banks suggested that it might be well to bring
to the attention of each State bank which in the future be-
.comes a member of the Federal Reserve System that it is
operating under this general license. The Board is agreeable
to this proposal and, accordingly, it is suggested that State
banks becoming members of the Federal Reserve System be ad~
vised of the terms of this general license or be furnished
with a copy thereof. '

Very truly yours,

/‘;’7 i

ray Hammond,

) ;o Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS -
) FOR FILES

Louise P, Thomason
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JAN 2 9 1946

Dear- 8ir,;

As you were advised in the Board's letter of
Januery 3, 1948 (3-888), the Tressury Department has issued
a general license whioh grents all member banks authority
to transact normal benking dusiness.

Following receipt of the Board's letter, two Fed~
oral Resarve Banks suggeeted that it might be well o bring
to the attention of each State bank whish in the future be-
eomes & member of the Federal Reserve System that it is
operating under this genersl license. The Board is agreeabdle
to this proposal and, acoordingly, it is suggested that State
banks bdecoming members of the Federal Reserve System be ad-
vised of the terms of this general licenss or be furnished
with a oopy thereof.

Very truly yours,

{8igned) Bray Hammond

Breay Hammond,
Assistant Seoretery.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

FOR APPROYAL
oF 21 et

o o4

On BEHALF o7 THE WO R

INUTES ON 5 -, i
bl JAN 29 1946% s o

B WM‘I‘!}
s \A,_\

Federal Reserve Bank of St. Louis
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Dear Sir: jﬁ

Ag you were adviged in ths BOI?é‘I letter of January 3,

7 1946 (5-888), the Treasury\ Department ;c issued a general license
which, among other things, ts all State banks hereafter ad-

mitted to membership in the odcrﬁffno-crvo System authority to

transact normal banking bdbusin unfﬁ
- It 4is suggested thnt 4 te hanks becoming members of the
Federal Reserve System be ad!ﬂn of the terms of this general
license or be furnished a odpy reof, since sueh benks may not

: bo aware of its provlaionj{
y

/]

/ e
j/«m3§g¥
£

Very truly yours,

84 R. Cerpenter,
5“’.“”1&

TO THE msxnxgts OF ALL PEDERAL RESERVE BANKS

|
@ §WLH-Je

1~16~46

%U

{
1!
i
!

“ { E FOR ¥iLis
- Louigs . Thomason
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4 ‘:}) RAY M_GIDNEY, PRESIDENT

January 18, 1946

Mr.”S. R. Carpenter, Secretary
Board of Governors

of the Federal Reserve System
Washington 25, D. C.

. Dear Mr. Carpenter:

Receipt is acknowledged of the Board's letter

......

Treasury has issued a general license authorizing
the transasction of normal banking business by
national banks hereafter authorized to begin
business by the Comptroller of the Currency and
by State banks hereafter admitted to membership
in the Federal Reserve System. We are interested
in having the generasl license and the letter

from Mr. Bell, Acting Secretary of the Treasury,
both dated Deeember 31, 1945.

We think this is wvery helpful, but we would
like to see efforts continued to remove the
necessity for any Treasury license.

Very truly yours,

Ray M. Gidney,
President.

Digitized for FRASER
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Ve

Mr. Leo H. Paulger, Director,
Division of Examinations,
Board of Governors of the

Federal Reserve System,
Washington, D. C.

Dear Mr, Paulger:

The Board's letter S-888, dated January 3, 1946,
relates to the general license which was issued December 31,
1945, to all banks thereafter authorized to begin business
by the Comptrollier of the Currency and all State banks
thereafter a dnitted to membership in the Federal Reserve
System. It is not just clear what information should be
given to a State bank when it becomes a member of the Federal
Reserve System, and we shall be interested to learn the pro-
cedure that should be folliowed.

Very truly yours,

I e

Vice President and Cdshier.
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FEDERAL RESERVE BANK OF SAN FRANCISCO

SAN FRANCISCO 20, CALIFORNIA S 530'D IW FIIES SECTI‘\;!
. JANZ LW,
January 10, 1946 €;;:?£>“

v

Boafa of Governors of the
Federal Reserve Systenm,
Washington 25, D. C.

- Dear Sirs: ,,ﬁ/w,\
- / ,j:‘ 7 b
The Board's letter S-888,[referring to the issuance

of a general license by the Treasury authorizing the transaction
of normal banking business by national banks hereafter authorigzed
to begin business by the Comptroller of the Currency and by
State banks hereafter admitted to membership in the Federal
Reserve System, has been received.

We should be interested in knowing whether the
Comptroller of the Currency contemplates informirg newly orgenized
national banks that they are operating under the above license.
If not, it appears to us that we should notify each such bank
that it is operating under this license, so that it will be
familiar with its terms. ‘

Yours very truly,

pldLy

First Vice President.

DigitizedTOT FRASER
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FEDERAL RESERVE BANK T ' ?
OF DALLAS
R.R. GILBERT Jamuary 9, 1948
PRESIDENT
Board of Governors of the
Federal Reserve System
Washington 25, D. C.
- Attention: Mr. S. R. Carpenter, Secretary

Gentlemen;

This moknowledges the Board's letter of Jamuary 3, 1946,
S-888, transmitting a copy of a s letter from lr. D. W. Bell
Aoting Seoretary of the Treasury, dated December 31, 1945, and
copy of the general license issued by the Secretary of the
Treasury authorizing the transaction of normal banking business
by national banks hereafter authorized to begin business by the
Comptroller of the Currency and by State banks hereafter ad-
mitted to membership in the Federal Reserve System,

It occurs to us that it would be advisable to transmit
copies of the general license to banks which, in the future, be-
come subject to its terms, It is felt that these new licensees
would be interested in the precise text of this instrument, We
shall appreciate the benefit of the Board's views regarding this

suggestion,
Yours very truly,
A A
Pres
s
Air Mail

ey

POR VILES
Louiss K. ThomMason

Y

http://fraser.stlouisfed.org/
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¥Mr. Paulger:

'What do you think should be done about

this suggestion from Mr. Gilbert? —
' ¥3§;cv'n 18 FILES & B
1/14/46 ;

o e —o— T AR~
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Mr., Vest:

I agree with Mr. Gilbert
that banks admitted to membership
should be furnished a copy of the
license., Otherwise some banks, and
particularly a newly organized bank,
may not be aware of the terms of the
license or that it is revocable. I .
would suggest, further, that all the
Reserve Banks be instructed to fur-
nish a copy of the license to suach

banks.
L.H.P.

1-15-46

POR FILES
Louizz F. Thomison

Federal Reserve Bank of St. Louis
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. BOARD OF GOVERNORS L 10
A, OF THE i JET—
PSS FEDERAL RESERVE SYSTEM |
: $ 7 ; WASHINGTON 25, D. C. X S-888 i
x . | % ~ . )
%% N § ADvDRIll DP#IEIAL CORRESPONODENCE
: %‘2’ R f TO THE BOARD
> »e Rﬁt”f
January 3, 1946.
. Dear Sir:

] Under date of October 31, ;ggﬁj the Board trans- .
mitted to the Secretary of the Treasury a copy of a letter BN
from Mr. Robert V, Fleming of the Federal Advisory Council,
recommending the termination of the present procedure for

) the licensing of member banks; and the Board endorsed the
5" recommendation,

After consideration of this matter, the Treasury
has issued a general license authorizing the transaction of
normal banking business by national banks hereafter author-
ized to begin business by the Comptroller of the Currency
and by State banks hereafter admitted to membership in the
Federal Reserve System., For your information, there are
enclosed a copy of the general license and of a letter from
Mr. D, W, Bell, Acting Secretary of the Treasury, both dated
December ?}i_}?ﬁé&JWhiCh were received by the Board today.

et Ao

If there should be any further developments in
connection with this matter, we shall advise you.

S. EXCarpénter,
Secretary.

Encldsures 2

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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S-£88-a
THE, SECRETARY OF THE TREASURY

WASHINGTON

December 31, 1945

My déar Mr. Eccles:

Heference is made to your letter of October 31, 1945,
transmitting a copy of a letter received from Mr. Robert V.
Fleming of the Federal Advisory Council recommending the
termination of the present procedure for the licensing of
national banks and State member banks of the Federal Heserve
System, pursuant to the Presidential Proclamations of
March 6, and March 9, 1933, and the Executive Order of
March 10, 1933.

This is to advise you that a General License, 2 copy of
which is enclosed, has been issued under Executive Order
No. 6073 of March 10, 1933, licensing all banks hereafter
authorized to begin business by the Comptroller of the
Currency or admitted to membership in the Federal Reserve
System, to transact normal banking business except as other-
wise prohibited,

I trust that this license which eliminates the reguire-
ment that each new member bank of the Federal System obtain
a license from the Secretary of the Treasury accomplishes
the result you desired.

Sincerely yours,
(Signed) D. W, Bell
Acting Secretary of the Treasury
Mr. M. S. Eccles
Chairman, Board of Governors of the

Federal Reserve System
Washington, D, C,

Federal Reserve Bank of St. Louis
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December 31, 1945

GENERAL LICENSE ISSUED UNDER EXECUTIVE ORDER NO. 6073,
AS AMENDED, SECTION 5(b) OF THE ACT OF OCTOBER 6, 1917,
AS_AMENDED, AND SECTION j OF THE ACT OF MARCH 9, 1933,

A:ggneral license to transact normal banking business is hereby
granted te all banks herecafter authorized to begin business by the
Comptroller of the Currency, effective upon the date of such authori-

_zation, and to all state banks hereafter admitted to membership in
the Federal Reserve System, effective upon the date of such admis%ion,
except: |

(1) to the extent prohibiéed in the Executive Ordéfgﬁ

' of the President of the United States issued on |

March 10, 1933, as amended by the Proclamation
of December 30, 1933, and by the Executive Order
of January 15, 1934 (see éxtract printed on the
reverse of this license);

(2) to the extent limited or prohibited by any execu-
tive order of the President or by regulations of
the Secretary of the Treasury.

This license may be revoked in whole or in part by the Secretary

of the Treasury at any time.

(Signed) Fred M. Vinson
Secretary of the Treasury
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Dear Sir,

Under date of Ootober 31, 1945, the Board transmitted
to the Sesretary of the Treasury a oopy of a letter from Mr.
Robert V. Fleming of the Federal Advisory Counoil, resommending
the termination of the present procedure for the licensing of
member banks; snd the Board endorsed the recommendation.

After eonsideration of this matter, the Treasury has
issued a general lieense authorising the transsotion of normal
banking business by national banks hereafter authorised to be-
gin business by the Comptroller of the Curremcy and by State
banks hereafter admitted to memdbership in the Federal Reserve
S8ystem. For yowr information, there are enoclosed a copy of
the general lioense and of a letter from Mr. D. W. Bell, Acting
Seoretary of the Tressury, both dated December 31, 19485, whieh
were received by the Board today.

If there should be any further developments in
comeotion with this matter, we shall, cfsammmes, advise you.

mmg Very truly yours,
INUTES ON

{signed) o, i Ua e
JAN 3 1948
8. R. Carpenter,

Geeb . Sesretary.
Enolosures 2
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, EXTRACT FROM_EXECUTIVE ORDER NO. 6073, AS AMENDED

e e e Y

Until further order, nc individual, partnership, assoclation,
or corporation, ihcluding any banking institution, shall export or
otherwise remove’or permit to be withdrawn from the United States
or any place subject 'to the jurisdiétion thereof any gold coin,

. gold bullion; or gold eertificates, eXcept‘in‘accordaﬁéé with
raegulations prescribed by or under license issued uy tﬁé Secré%ary
of the Treasury.

No permission to any banking institution to pérférm:anylbanking
functions shall authorize such institution to péy out any4goid coin,

gold bullion or gold certificates except as suthorized by the Secretary

of the Treasury, nor to allow withdrawal of any currency for hoarding.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduiced from the Unclassified / Decldssified Holdings of the National Archives

BUY

miveD
STATRS

Digitized for FRASER

amp L.
o

“DECLASSIFIED

&y ! ‘ Authority E O (050'

7. Y

(EEC'D 1N FILES SECTION
THE SECRETARY OF THE TREASURY HE -7 1346 Prd
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T

My dear Mr. Eccles:

Reference is made to your letter of October }J»_)_?LE_,} C s
transmitting a copy of a letter received from Mr. Robert V. "
Fleming of the Federal Advisory Council recommending the
termination of the present procedure for the licensing of
national banks and State member banks of the Federal Reserve
System, pursuant to the Presidential Proclamations of
March 6, and March 9, 1933, and the Executive Order of
March 10, 1933.

This is to advise you that a General License, a copy of
which is enclosed, has been issued under Executive Order
No. 6073 of March 10, 1933, licensing all banks hereafter
authorized to begin business by the Comptroller of the
Currency or admitted to membership in the Federal Reserve
System, to transact normal banking business except as other-
wise prohibited.,

I trust that this license which eliminates the require-
ment that each new member bank of the Federal System obtain
a license from the Secretary of the Treasury accomplishes
the result you desired.

Sincerely yours,

ActingSecretary of the Treas

Mr. M. S. Eccles

Chairman, Board of Governors of the |
Federal Reserve System

Washington, De Co

L)

FOR FILES'
fouise F. Thomason

A SmkEg N2 Ye
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DEC 37 1945

GENERAL LICENSE ISSUED UNDER EXECUTIVE ORDER WO, 6073,
AS AMENDED, SECTION S(b) OF THEE ACT OF OCTOBER 6, 1917,
AS AMENDED, AND SECTION 4 OF TIE ACT OF WARCH 9, 1933.

A general license to transact normal banking business is hereby
graated to all banks hereafter authorized tc begin business by the
Comptroller of the Currency, effective upon the date of such authori-
zation, and to all state banks hereafter admitted to membership in
the Federal Reserve System, effective upon the date of such admission,
'éxcept:

(1) to the extent prohibited in the Executive Order

of the President of the United States issued on
March 10, 1933, as amended by the Proclamation
of December 30, 1933, and by the Executive Order
of January 15, 193L (see extract printed on the
reverse of this license);
(2) to the extent limited or prohibited by any execu-
tive order of the President or by regulations of
the Secretary of the Treasury.
This license may be revoked in whole or in part by the Secretary

of the Treasury at any time,

Secretary(o reasury
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EXTRACT FROM EXXCUTIVE ORDER NO. 6073, AS AMENDED

Until further order, no individual, partnership, association,
or corporation, including any banking institution, shall export cor
otherwise -remove or permit to be withdrawn from the United States
or any place subject to the jurisdiction thereof any gold ccin,
wgold bullion, or gold certificates, except in accordance with
rezulaticns prescribed by or under license issued by the Secretary
of the Treasury.

No permission to any banking institution to perform any banking
functions shall authorize such institution to pay out any gold coin,
zold bullicn or gold certificates except as authorized by the Secretary

of the Treasury, nor to allow withdrawal of any currency for hcarding.
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Washington BEFEIR AT S
wﬁ’*rve.wsﬁ”f‘"ﬁ‘fin@v“m&"»-%ma,
FOR RELEASE MORNING NEWSPAPERS, Press Service
Monday, December 31, 1945, No, V-184 ; —
| T 1320/

4

Secretary Vinson today announced that steps have been taken
to permlt all banks hereafter authorized to begin business by
the Comptroller of the Currency, or admitted to membership 1in
the Federal Reserve System, to transact normal banking business
without obtaining a special license from the Treasury.

Since the bank holidasy of March €, 193Z, all member banks of
the Federal Reserve'System have been required to be licensed by
the Secretary of the Treasuryv. Inasmuch as the regquirements for
organization as a national bank or for membership in the Federal
Reserve System adequately safeguard the publlc interest at the
present time, 1ndependent congideration of each proposed member
bank by the Treasury is no longer necessary.

Accordingly, today's action constitutes an authorization of
the Secretary of the Treasury to rnew members of the Federal
Reserve System to transact normal banking business.without

further lilcense from the Treasury Demartment,

«000=
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(Draft of ugr ted Proclamation to termir
prose.ure . .r licensing member banks)

“BO'D IN FILRS SECTION

BY THE PRESIDENT OF THR UNITED STAYES CF AMERICA| _/ 7o,

A PROCLAMATION St E

“ i
i f 0 Lid T

Whereas, by Proslamations issued by the President of the United
States on March 6, 1933 and March 9, 1983, a period of emsrgenoy was
proclaimed and a matiomal bank heliday was declared; snd by Executive
Order of the President issued on Mareh 10, 1883, pursuaant to the Act of
Ootober 6, 1917 (40 Stat., 411), as amended, end sestion 4 of the
Emergency Benking Aet of March §, 1933, the Secretary of the Treasury
was avthorised by regulation te permit any member bank of the Federsl
Reserve System to perform any or all of its usual banking funetiens
and such banks were reguired to obtain lisenses from tho Besretary of
the Tressury im order to perform all wsual snd normal benking funstiens;
and

- Wheress, it is now desireble that the prooedure for tho
© lioemsing of bamking imstitutions te transast a bdanking business as
members of the Federal Reserve System bo discontinued;

Bow, therefere, 1, Harry 8. Truman, President ef the United
States, deo hereby proslaim, erder, direet end declere that the Proclama-
tions of Mareh 6§, 1933, March 9, 1933 and Deesmber 30, 1933, and the
Exesutive Order of Mareh 10, 1933, and ell orders and regulations issued
pursaant therete, are smended, offestive the first day of Jenuwary 1946,
to exelude from thoir seope and application tho neeccssity on the part of
eny banking institution of obtaining, or holding, & lisense from tho
Sesretary of the Treasury for the transastion of a bdanking business
as & member of the Federal Reserve System as herstefore required by the
Exeeutive Order of Mareh 10, 1933: Provided, hewever, That nothing in
this proclamation shell be interpreted ss permitiing emy such benking
institution to pay out gold coin, geld bullion or gold ocertifloates
exsept as suthorised by the Besretary of the Treasury, er to allow the
withdrawal of any esurreney for hoarding, or as relieving any sush dbank~
ing institution from ocomplisnee with sny provisions of law, executive
orders of the Presidemt, or any rules, regulations and lioenses issusd
thereunder, whieh relate to transactions or dealing with respect to
gold, gold ooin, gold dullion or wld certificates, er whieh rolate to
any transsetions in foreign exchange.

IN WITHESS WHEREO?, I have hereunto set my hend and caused the
seal of the United States to bo affixed.

Done in the City ef Washingto this day of Decemder

in tho year of our Lord one thousand nine hunired and forty-five, and
of the Indepsndense of the United Jtates the one hundred and seventieth.

By the President;

~ 13-5-4b
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YEEMINATION OF PROCEDURE FOR LICENSING Of
MIMBER BANKS BY SECRETARY OF TREASURY /_z,/_y¢ -/

The authority of the Searetary of the Treaswry to lisemse
mexher banks was eriginally derived frem the Proclamations of the
Presidmt of Mareh 6 and Mereh 9, 18533, isawed under ssetien 5(b) of
the Trading witsh the Enemy Aet. Those Proslamations, afSer deslaring
& matiooa]l emergemey and elesing all banks, authorised the Beeretery
of the Treaswry % perait danking institusions to perform any er all
of the wsual bankimg funetions.

Om Mareh 9, 1933, the autherity of the 3esretary of the
Treasury was eonfirmed %y lew in the Bamrgeney Bankiag Aet. Seetion
4 of that Aet provided that "during sueh emergeney period as the
President of the United States by preclamtien may pressribe, ne
mesbor bank of the Federal Reserve System shall transaet any danking
bus inees exsept 0 sush extest and sudject te sueh regulasions,
limitetions and restrietions as may »e preserided by the Seeretary
of the Treasury, with the appreval of the Presideas.”

On Marsh 10, 1933, the Presideat issusd an Exesutive Order
based partly wpen the Tradimg with the Enemy Ast and pertly wpoa
sestion ¢ of the Emergensy Banking Aet of Mereh 9, 19335, Under that
Order, the Sesretary of the Treasury was again suthorised to permit
mesber banks "te perform amy er all of ‘heir uswal danking fumetions,
exsept as otherwiee prehibited”; Wé the Order further provided that
say member bdank desiring te respma for business “shall spply” fer a
lisemsze therefor to the Seeretary of the Ireaswy, sush lisenses to
be issued threugh the Pederal Reserve Banks as agemts of the Sesretary
of the Tresswry. This Exesutive Order gave to the State banking
suthorities power te pressribe regulations permitting State nommemder
banks te perfora their usual banking fumetions.

On Desemder 30, 1933, the President lssued & further Presla-
mtion whish amended the Preelammtions of March ¢ and Marsh 9, 1933,
and the BExesutive OUrder of Mareh 10, 1033, te sxslude from their sesepe
all bankiang inssitutions whieh are not ssmbers o¢f the Federal Reserve
System, s0 that the bamking authority im each S%ade should thereafter
have ssle respensidility for sush danks. This Preclamatisn ineludsd
a previse, howsver, statiag that no bank should pay ewd anmy geld exsept
a3 suthorised by the Seeretary of ths Tresswry, ner allew the withdrewal
of smy owrremsy for hearding, nor engage in foreign exshange transae-~
tions exsept sush as may de for legitimeate smd normal business require-
ments snd fer the fuifillment of sontraste entered inte prier to
Mareh 6, 1933,

Ascordingly, member banks are the only banking imstitutions

which are mow required to odtain lieemses frem the Sesrotary of the
Treasury in erder to transaet & bYanking business.
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The procedure for requiring member banks to obtain sush
lioenses ocould be terminated by a new Proclamation of tho President
smending tho Proclamstions of March 6 and Mareh 9, 1933, and the
Executive Order of ilareh 10, 1933, to exclude from their socpe snd
applisation tho necessity on the psrt of any banking institution of
obtaining, or holding, a lieense from the Sesretary of the Treasury
in order to transact s banking business as a member of the chonl
Reserve System. Sush sotion would not terminate the “emergeney"”
declared by the Proolamations of Marsh € and Mareh 9, 1933, but
would limit the soope of that emergency by providing that hereafter
the emergeney deslared by those Proclamations shall heve no applioa-
tion to the obtaining of licenses by member banks from the Seoretary
of tha Treasury.

The termination of the lieensing procedure in the manner sug-~
gutod would have no effeet upon the authority of the Sesretary of
the Treasury to regulate, by lisenses or otherwise, the extent to whioh
menber banks (as well as other banks) may deal in gold or engage in
foreign exchange transectiens., While those matters were speeifically
monticned in the Exesutive Order of Mareh 10, 1933, they have sinee
been fully eovered by subsequent Exeeutive Orders of the President.

On Janvary 16, 1934, the President issued an Executive Order
smending the Proclamations of Mareh 10 snd Desember 30, 1933, to
eliminate from both Proclamstione those provisions which prohibited
benks from engaging in foreign exchange transaotions; and on tho same
day, the President iseued another Exeeutive Urder completely covering
this matter and authorising the Sesretary of the Treasury to grant
licenses and otherwise regulate transeotions in foreign exchange,
transfers of credit, and export of eoin and surreney. The latter
Exeoutive Order was amended on April 10, 1940, and again on June 14,
1941, in order to effestunte the "freesing" of funds of belligerent
countries and to establish eomplete eontrol of foreign funds in this
sountry.

As for the regulation of dealings in gold, the Gold Reserve
Act of Janwary 30, 1934, specifically authorized the Seeretery of the
Tressury to issue regulations c¢overing the asquisition, holding, trans-
portation, impertation, exportation, and esarmarking of geld; and under
that authority the Sesretary of the Treasury has issued detailed regula-
tions, including provisions for the lieensing of such transactions.

If, however, it is deemed desirable to meake it clear that a
Proelamation of the President terminating the licensing prosedure shall
not affeet the Treasury's authority to regulate and issue licenses with
respest to dealings in gold and foreign exchange transsaotions, a pro-
vision to that effeet might be included in any sush Proolamation as was
done in the Proolamstion of Desember 30, 1933,

HHiH; Je
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Decembder 5, 1945.

s/o Rigee lt‘biml M,
Washington, D. C.

Dear Bbbl'm /4 -

N } Mmthmlﬁr telephone euuvarnum, 1 am send~

0§ you /he & plain semoranden sond s draft of & pogalae
matd relstion te te the prosecure for lisnsing

“Ssber banks. Plesse feel free to deal with these as having

been drafted simply for your assistunce and to do as you think
best vd.th then.

It 13 a plessure to have you call upon us ia this er
any other mstter at any time that you wiash.

Sinocerely yours,

(w/

Ohester Morrill,
Special Adviser.

Enclosures.
M/ vg
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Lionorable Fred ¥. Vinson,
Secretary of the Treesury,
Washington 2%, D. C.

Dear ¥r, Secretarys

There 18 transmitted herewith a copy of a letter dated
October 22, 1945, sd ressed to the board by Mr. Hobert V. Fleming,
s member of the Federal Advisory Council, recommendin;: on bvehelf
- of the Council the termination of the present procedure for the
licensing -f national banks and State member banka of the Federal
Reserve System pursuant to Presidential Proclamations of March &
and March 9, 1933, and Exccutive Order of March 10, 1933,

The Board of Covernors feela that the licensing reguire-
ment no longer aserves any useful purpose and concurs in the recom
mendation mede by the Federzl Advisory Council.

One method by which the recommendation could be effTectuated
would be the issusance of a proclamation by the President expressly ex-
cluding member banks from the scope of the Proclumstions of Merch 6
and March 9, 1923, and the Executive Order of March 10, 1933, and
also expressly Proclaiming, solely for the purposes of the provisions
of section 4 of the Fmergency Banking Act of March 9, 1933, a termi-
nation of the "ermergeney perioi™ therein mentioned. Such proclamation
could include, if desired, a proviso similur to that in the proclame-
tion of December 30, 1933 with respsct to nonmember banks, restrict-
ing the vayment of gzold, the withdrawal of currency for hoarding, =und
enguging in foreign exchange transactions.

The board hopes thet you will comcur in this recomrencation
and that appropriste steps may be taken for the early termirnetion of

the licensing procedure. Fik AR
Very truly yours, PTSIEE rElb4ﬂdhﬂbL/

M, S ECCles,~ ' IV B
Chairman. - . VR TR %

L @@P

HHH/mg
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October 49, T——d,

Mr: D. J. Neednam,

¢/o The American Bamkers Associstion,
719 Pifteenth Strect, K. W.,
Washington 5, D, C.

Dear Soms

1 wee away from the office during the nast week
and have just returned this moraing. Im the unantinm /4k?/
George Vest looked over your letter sd the only sugges< )
tions that he and I have to make are in the secomd amd
third paragraphe. In those two paragraphs where the
words "ap sanulment' are used we would suggest that you
substitute "the termination.”

Where the phrase "emly insofar as” occurs in
the second paragraph and the phrize "omly im regard to"
occurs in the third parsgraph we would suggest the sub-
stitution of "insofur as they relste to.”

Reithier of these suggestioms is particularly
importent, us you will observe, but we thought they
aight be ar improveaent.

With best regurds, I em

Simcerely yours,

Special Adviser.
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MR. MORRILL:

o T have no further suggestions
about this letter. 1In one or two places
I think the phraseology could be improved
but I do not know that it is in order for

us to mention these. ' ,
/d /2 J /¢é_

The letter from Mr. Flemjing/has
come in but will not be sent over to the
Treasury before October 29 at the earliest
as it is being circulated to the Board mem-
bers.

Regarding Sam Needham's letter,
we could of course reply by letter or simply
by telephoning him. Sam Carpenter and I
thought it best to hold it until you got
back as Sem Needham indicated that he would
pot be back much before you would anyhow. .

G.B.V. 5ﬁ /

Attachment
10/24/45
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EDWARD E. BROWN, PRESIDENT
CHARLES E. !PENCER. JR., VICE-PRESIDENT
WALTER LICHTENSTEIN, SECRETARY

EXECUTIVE COMMITTEE
EDWARD E. BROWN
CHARLES E. SPENCER, JR.
JOHN C. TRAPHAGEN
WILLIAM FULTON KURTZ
ROBERT V. FLEMING
RALPH C. GIFFORD
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FEDERAL ADVISORY COUNCIL

(FEDERAL RESERVE SYSTEM)
OFFICE OF THE SECRETARY

c/o THE FIRST NATIONAL BANK OF CHICAGO
P. O. Box A
CHICAGO 90, ILLINOIS

Honorable Chester Morrill,

Special Advisor

to

The Board of Governors’
of the Federal Reserve System,

Washington, D. C.

| My dear Chester:

s

EEC'D 1N FILES SECZION
#ae NOV L 194577

4;2’4, 1945 1
cx.l LES E. SPENCER, JR., DISTRICT No.

JOMN C. TRAPHAGEN, DisTRICT NO. 2
WILLIAM FULTON KURTZ, DISTRICT NO. 3
JOHN H. McCOY, DisTRICT NoO. 4
ROBERT V. FLEMING, DIsTRICT NO, B
KEEHN W. BERRY, DisTRICT NO. 6
EDWARD E. BROWN, DisTRICT NO. 7
RALPH C. GIFFORD, DisTRICT NO. 8

JULIAN B. BAIRD, DisTRICT NO. 8

A. E. BRADSHAW, DisTrIiCT NO. 10
ED H. WINTON, DisTRICT NO. 11
GEORGE M. WALLACE, DisTrRICT NO. 12

Referring to the action of the Federal Advisory
Councll in requesting the Board of Governors to use its
good offices to have reseinded the license provions which
formed a part of the machinery for the closing and reopening
of the banks as covered by the proclamations of the President
Merch 6 and Msrch 9, 1933, based upon the Trading wilth the
Enemy Act,and the Executive Order of March 10, 1933, based
upon both the Trading with the Enemy Act and section 4 of

the Emergency Banking Act of March 9, 1933,

herewith at the request of Mr. Edward E. Brown, Chairman, First
National Bank of Chicago, and President of the Federal Advisory
Council, a resolution adopted by the Federal Advisory Counell.

Thanking you for your fine cooperation, I remain

e

4o [
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Yours v

Member, Federal Advisory Council

- A
Washington, D. C. )
October 23, 1945.

I am transmitting
sincerely,
FOR FILES

T.oulse F. Thomas
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EDWARD E. BROWN, PRESIDENT 194895
CHARLES E. SPENCER, JR., VICE-PRESIDENT R Ty T T T T TN
CHARLES E. SPENCER, JR., DISTRICT NoO

WALTER LICHTENSTEIN, SECRETARY JOHN C. TRAPHAGEN, DISTRICT NO. 2

FEDERAL ADVISORY COUNCIL WILLIAM FULTON KURTZ, DisTRICT NO, 3

JOHN H. McCOY, DISTRICT NoO. 4

EXECUTIVE COMMITTEE

. (FEDERAL RESERVE 8YSTEM) ROBERT V. FLEMING, DISTRICT NO. S
DWARD E. BROWN KEEHN W. BERRY, DisTRICT No. 6
CHARLES E. SPENCER, JR. OFFICE OF THE SECRETARY EDWARD E. BROWN, DisTRICT NO, 7
JOHN C. TRAPHAGEN RALPH C. GIFFORD, DisTRICT NoO. 8
WILLIAM FULTON KURTZ c/o THE FIRST NATIONAL BANK OF CHICAGO JULIAN B. BAIRD, DisTRIicT No. 9

A. E. BRADSHAW, DIsTRICT NO, 10
ROBERT V. FLEMING P. O. Box A

ED H. WINTON. DisTRICT NoO. 11
RALPH C. GIFFORD CHICAGO 90, ILLINOIS GEORGE M, WALLACE, DIsTRICT NO. 12
Washington, D. C.

October 22, 1945

The Board of Governors
of the Federal Reserve System,
Washington, D. C.

Gentlemen:

At the meetings of the Federal Advisory Council held on September 16-17,
1945, there was under discussion the question of the licensing of national banks and
state member banks of the Federal Reserve System, which licensing formed a part of the
machinery for the closing and reopening of the banks as covered by the proclamations
of the President of March 6 and 9, 1933, under the Trading with the Enemy Act, and
from the Executive Order of Mearch 10, 1933, based upon both the Trading with the Enemy
Act and section 4 of the Emergency Banking Act of March 9, 1933.

Since these proclamations were issued, on December 30, 1933 the President
amended the proclamations above stated to exclude from thelr scope such banking insti-
tutions as were not members of the Federal Reserve System. All other banking institu-
tions have, during the long period of years, remained under the license provision.

The Federal Advisory Council has unanimously adopted the following
resolutions

RESOLVED, that the Board of Governors of the Federal Reserve
System be requested to use their good offices in having the
license provision rescinded, preferably by proclamation of

the President in the form that released the nonmember state

banks from the license provision, or by such other appropriate
measures that will satisfactorlly eliminate the license provision.

The Federal Advisory Council bases this request on the fact that this license provision
was part of the machinery for closing and reopening banks during the emergency created
at the time of the "bank holiday"™ in 1933. It will soon be thirteen years since the
licensing provision was placed into force. The national banks and state member banks

of the Federal Reserve System are all, according to the reports of the wvarlous supervis-
ing agencies, now in excellent condition.

We do not see that there is any useful purpose in continuing this emergency
provision and as a member of the Federal Advisory Council, representing the Fifth Federa
Reserve District, I have been requested by Mr. Edward E. Brown, Chairman of the First
National Bank of Chicago and President of the Federal Advisory Council, to present this
resolution to you, with the request that you give this request your favorable consider-
ation and endorsement.

Yours very sincerely,

~ -
Meniber Federal Advisory Counc
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THE AJJERICAN BANKERS ASSOCIATION )
719 FIFTEENTH STREET, N. W. Yo
WASHINGTON 5, D. C. ! w50 TF FTLES SE(‘TIC‘
DELOS J. NEEDHAM ;/-«;&’ '\'\! 5 1945
GENERAL COUNSEL
October 20, 1945 {f’

Mr. Chester Morrill, Secretary
Board of Governors of the
Federal Reserve System
Washington, D. C.

Dear Chester:
Am enclosing copy of the letter which I
/ read to you on the telephone yesterdey. 1 made one
or two slight changes after I read it to you.
If you and George Vest will read this
letter and make any suggestions you have I will

appreciate it.

I don't expect to be in the office until
late next week as I am going out of town.

Yours sincerely,

DJN:TB
Enc.
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October 19, 1945

donereable Fred ¥. Yinseon
Secretary of the rmmy
4 mm‘m’ D. CQ

D».rir. Yinsohns

During the year 1933 President Roo
Proclamations dated March 6 amd 9,
nthority of the Treding Irith the

was dased on both the
of the Emergsmecy Banking
of these Proclasations effy . ?

vested in ths Presideat §p/machinery for liceasiag of

Oy, Advisory Coumeil of the
2 faverable action recommending to
o Yederal Reserve Systea tiat the Board

num.g)mnmmormm
i St

i Assosiation at & mesting in New York om September 28,
~ this prokiem and apprepriate sctism weo takem suthor-
Chatrmen of the Commities on Federal Legislatien and the

wtthtuﬁuhmwth!ruuryincftummhnm-
meat)of the Preclsmstions and Executive Order heretofore issued ia

b 1933 enly in regard to the liceusing ef banks, msmbers of the Feder-
al Reserve Bysiem.

In view of the favorsble basmking conditions nom existing
throughout the aation, the Association is of the opinion that this
requirensnt night well be rescinded. The bankimg structure of tbe
oountry is known to be im a very sound position and the regquirement
for a licemse is just an additiomal step which does not seea to be
nscessary at this time., It is eur understanding that the iesuance
of licenses to member danks is & routine procedure.
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AUTHORITY OF SECRETARY OF TREASURY 70 LICENSE MEMBXR BAMKS

the period from Mareh 6 %o Mareh 9, inclusive, to be s "bank holiday”,

and authorised the Secretary of the Treasury, "during such holiday®,

with the approval of the President to permit any or all banking imsti-

tutions to perform the usual banking funotions. %The Proclamation wes

based on the suthority of the President under seetion 8(d) of the ) &
Tred with the Enemy Aot of October 6, 1917, to "regulate, or pro-

ibit * * ® by neans of licenses or otherwiss, any transactions im

foreigan exechange and the export, hoarding, melting, or earmarkings ef

gold or silver coim or bulljon or ocurreney®. .

By Proolmtio:{ of Marech 6, 1983, the Preasident declared / _
b /F/fs

On Marech 9, 1933, the President foesued s fursher Proelamation
ocontinuing in effeot the provisions of the Proclamation of Mereh §
®until further proclamation by the President®,

On the same date, the Emergensy Banking Ast of Mareh 9, 1938,
confirmed all actions tzken by the President under the Trading with the
Inemy Aot and further provided, in sectiocn 4, that:

®® ¢ % auring such emergency period as the
President of the United States by proslsmation
nay preseridbe, no member bank of the Pederal
Reserve Bystem shall transset any banking businass
except to such extent and subjest to such regula~
‘tions, limitations apd restristions as may dbe
presoridbed by the Besretary of the Treasury, with
the approvel of the President.”

On Nayreh 10, 1988, the President issued an Executive Order,
baged both wpon the Trading with the Enemy Act and the Bmergency Banking
Ast. This Exeoutive Order authorized the State banking asuthorities by
regulation to permit nommember State banks to perform usual benking
functions exeept as otherwise prohibited amd suthorized the Seeretary of
the Treasury "usder such regulationa as he may preseridbe® to permit
member banks and nationsl benks $0 perform eny or all of their usuel
bankirg funotions, The Order further provided that member banka of the
Yedersl Reserve Bystem “"desiring to reopel for the performance of ell
usual and normal banking funections® should apply for a license. It wae
stipulated that sueh licenses would be issued by she Federal Reserve
Banks, @8 agents of the Becretary of the Treasury, upon the approval
and instructions of the Secretary.

Pursuant to this Exeeutive O»der, the President oa Mareh 18
announsed s plan for She gradusl recpening of member banks om Mareh 18,
1¢ g 1B, through the L1ssuanes of lieenses by the Besretary of the
Treasury,

S ,i;/ 2, 2 } \)
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By a Proclemation dated December %0, 1933, the President
anended tiie iroclamationz of March 6 and sereh 9, 1323, end the
ixecutive Order of March 10, 1928, to exoclude from their seope banke-
ing institutions which era not members of the Fesderal Resrrve System,
However, the Seciretary of the Treasury continued to issue licenses,
not only for the regpening of member banke which had heen closed
aurin,; the bank holiday, hut also for tis organiszation of any new
neacber bank or the edmission of any State hank to membdership in the
Federal Leserve System,

The Secretary's authority to reyuire licenses for the
opening of new msmber banks appears to be hased upon his authority
*"to prrmit™ member hanke to perform their ususl banking functions,
That autuorit, is derived from the Preaident's Iroclamations of
sarch 6 and Larch 9, 1933, which ware tesed solely on the Trading
with tae Fnemy Act, and from the Lxecutive Order of Mareh 10, 1928,
which was based :n "oth the Trading with the :nemy /Aot and section 4
of the Fmergeney banking Act.

The Proclamation of Xarch 9, 1973, continued in effect the
authority conferred upon the Tecretary by the Froclamation of March 6
*to permit" member banke to perform hankin« functions, "until further
proclamation by the President”™. The authorit. conferred by these
Proclamations could be terminated simply by & ne: Froclamation amend-
inz those rroclamations by excluding member henks from their scope,

FHowever, such & new Proclametion merely exending the
Proelametions of darch 6 and March 9, 1933, and tihe Executive Order
of derch 10, 1923, wouléd not affect the authority of the Secretary of
the Treasury to issue reguletions permitting member banks to perform
bankinz functions, This is becruse section 4 vf the Imergency “anking
fct expressly confers thet power upon the Cecretary of the Treasury,
provided any reculations issued by him are approved by the President,

The Gecretery of the Trecasury, with the approval of the
President, could of course reseind sll regulations issued by him
inder the ‘mergency canking Act which rejuire member tanks to obtain
licemees in order to do business,

However, the authority of $uo Secretary of the Treasury uander
section 4 of the Imergenoy bBanking Act continues only "during sueh
emergenoy period as the President of the United Ctates by proclamation
ney prescribe”, and, accordingly, uis authority would ceass if the
President should issue @& [Froclamation expressly t~rminating the
"ewergensy period® referred t. in this section of the law. Tris could
be dcne in such @ way ss to terminete ts: emergency period solely for
the purposc of this sectiom, and not generelly,
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If the necessity for membder banks obtaining licenses
from the Secretary of the Treasury in order to ¢o business is to
be elininated, it could be d:-ne by a sroclamation of the Presideas -
terminating the effect of his Proclamations of March 8 and March 9,
193>, and his Rxecutive Order of Mareh 10, 1933, and elso terminating
the "emergency period™ mentioned in eection 4 of the Fmergency Banking
Acs, However, it is not necessary to make such & sweeping termination
of these proclamations and all of their provisione in order to ascomplish
this purpose. The purpose ocould de accomplished by a proclamation of
the President expressly exeluding member banks from the soope of the
Proelamations of March 6 and March 9, 1933, and the Executive Order of
Mareh 10, 1938, and slso expressly proclaiming, solely for the purposes
of the provisions of section 4 of the Imergency Tenking Act, a termine~
tion of the "emergency period”™ therein memtioned. Ffuch a .roclemation
could retain the restrictiona on the paying cut of gold, on the with-
drawal of curreney for hoerding, ané on foreign exchange transactions,
to the extent desired, as was dune by the Procleamation of Lecember 30,
1333, excluding nonmember banks from the various ‘roclamations of
March 1933 .

;/18/45
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The Files

John R, Farrell

Last night Nr. Demald Thempson, Chief of the Divisiom of
Research and Statisties of the Federal Depesit Insurance Cerporstien,
oslled Nr. Cenkling and esked him if we had any information as te
whe ther any banks in Kentuoky remained epen during the natienal
banking heliday in defiance of the Presidential Order. ™

1 oceuld find nething in the files to indicate that there
was any such ecourrence., I talked with Mr, Kennedy, who was in
aetive cherge of the bank suspension recerds during 1933, and with
¥r, 8lean of the Examinations Divisien, who im 1933 was in the
Resrganisation Division of the Camptroller's office, and nef ther
of them had ever heard ef such an ecowrrence. MNr. Slean did msntion
s story whieh, ho sald, had been widely eireulated and which may
have given rise to the subjest inquiry. He dees not knew whether
the story is faet or fietion, but it goes to the effoot that a
national dbank in tha momtain distriet of Virginia did not even
know that a national banking haliday had boen preelaimed, and upem
being advised by the Comptroller's office that it might reopen fer
businese replied that it had never been elosed.

Mr. Thempsen's information epparently was not very
speeifis and his inguiry may have erisen frem sn instance connected
with something other than the national banking heliday. For example--

1. There was the ease of o bdank in Miselselippi, the

Bank ef Tupele, whish wes bdelng sudbjoeted to a run in the
latter part of 1930. 7This bank refused to olese and at the
same time anmneunioed thet it oceuld net parmit the withdrawmml
of dopuitl oxospt at the dank's diseretion and upen its

om judgment, Nr. Bammend, in ¢ memerandum of November 29,
1938 (see file 413,) &= Mﬁn‘ on this ease states “the
eotion of the bank was illegal but it seems to huve succeeded
in evoiding ¢ suspension and the comagquent less beoth to the
community and the bank eteokhelders”.

2. There were many different practices under the
holidays preclaimed by the varieus States. For instance, in
Miohigan during the State meraterium banks were permitted te
recpen and take new depesits payable en demand previded such
deposi ts were held as trust depusits solely fer repayment of
depositors. It was discretiovary, however, with the indivi-
dud. banks mﬁur they would r“m under these pn‘d-i

Federal Reserve Bank of St. Louis
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T advised VMr. Thompson that we had no information as
t0 any banks in Kentucky remaining epon during the national dbank-
ing holiday, and alse memtiened te him the other possibilities
cited above, He stated that his question resulted from sn inquiry
the Cerperation had regceived, and that while he had never heard of
such sn instanoce the nature of the inquiry was such that he
wondered 1f the inquirer had knowledge of & specific omse. In
the olrcumstances, he thought it best to check with us.
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Cardey

There A¥eset forth delow those court decisions upholdiag
she constitusionality of sectiom 85(B) of the Treding with the Enemy
Aot (Yederal Reaerve Aot pp. 165-166) and the "bank holiday" proole-
mations, orders and regulations issued thereunder, Some ef the de-
cisions noted merely involve litigation in which such Acts, proclams-
siong, etc., were pertinant, containing no express judicial utterance
on the question of comstitutionality or validity. Also, soms of $he
decisions involve such Act, proclamations, orders, eto,, as they re-
late to gold control, ete, However, it is believed thas all she
decssions nosod herein are of imterest as indiceting she gemeral ao-

~ 7 oeptance by the courts of such regulatory measures,

Souaiiiianelivy of Shwak holider® Iroolguationd, ariere.. ida.

I= Haalay v. Cormdn, 10 F. Supp. ¥96 (D.0,, N.Y., 1938),
affirmed 89 ¥. (24) 1008 {C,C.A,, 22, 1987), the receiver of a ma=
tionsl bank sued $0 recover an assessment on the bank's shares
levied by the Comptroller of the Currescy, and the oase came up
on the receiveris motion to dismiss three separate defenses con-
tained in defendant's answer. The first defense alleged "ghat
the orders and statutes by virtue of which the" bank "was closed
* % % on Maroh 4, 1955, and the subsequent acts and proceedings
taken theresunder, were unconstitutienal® as depriving defendans
of property without due process of law, Considering the provi-
sions of the Kational Bank Act under which this suit was insti~
Sued, the court said that nothing contained ia such first defense
ean mitigate plaiusiff's right, the "defense is clearly insuffi-
oient 45 law,"

As %0 tho sseond defsuse it was claimed that if the bamk
begane insolvent, “guch ineolvency was duo %0 the illegal and un~
warranted acts of $ho Comptroller of the Currency s e
exd not by resson of any scte * * * on the rart of the® bank, its
officers, sto. Baid the cours: FNo allegations are set fortsh .
which can supper$ the general cemclusion $hat insolveney was® g8 '

In overruling such seccnd defenss the court, inter allh,

- “

B HLE @@ll ii oth, "
() M. C"nmmn ;
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n¥ ¥ ¥ Tne acts referred to are those whieh were
taken by the comptroller pursuant to ths federal emer-
gency leglislation and orders issued thereunder esrly in
1938, ([Citing section 5(b), Trading with the Enemy Act;
"Bank holiday" proclamations of March 8 and 9, 1933%; and
Executive Orders 6073 snd 8080, relating to (1) regula-
tions of the Becretary of the Treasury under which banke
might reopen, and {2) the appointment of conservators for
benks not reopened.) * * * If it be assumed, arguendo,
that insolveney of the bank caused by alleged illegal
acts of the comptroller would constitute a defense to
a cause of action as herein set forth, it is answer
enough thet the acte of the comptroller referred to in
the second defenze were not illegal. They were such
only if, as defendant contends, the foregoing legisla-
tion was not constitutional. Upon this point I am in
oomplete aceord with ths holding in City of Fast Cleveland
v. Fldelity & Teposit Co. of Maryland (D.C.) 5 F. Supp. 2182,

thet there be 1no cdoubt es to the validity of thet legis-
lation. * ®w_ (Upderscoring supplied

The third defense rested merely upon the fact thet insol-
vency wae ue toc metters beyond control of the bank, its officers,
etc, This, the court likewise overruled as being insuffiecient.

Smith et el. v. ¥itherow, 102 F, (24) 628, (C.C.A., 3r4,
1929), was also a suit by the receiver of s natiopal bank to recover
an assessment levied by the Comptroller of the Currency on the shares
of such bank. It appears that as 2 result of a run on the bank, the
directors passed a resolution on Februsry 20, 19383, restricting with-
drawals of old depoaits and segregating new deposits., Thereafter,
the hank never "reopened for the payment of deposits in ordinary
course.” No lioense to resume tusiness under the Executive Order
of ¥arech 10, 1933 was granted the bank by the Reeretary of the
Treasury; and on March £5, 1935, a conservator was appointed pur-
saant to the Bank Conservation Act of Yarch 9, 193%, end on Jenuary
23, 1934, the receiver was appointed. The asaesszment in guestion
was levied ¥areh 27, 1924,

In defense it was averred that at the time the conservator
wvas appointed the tank was solvent and such appointment and the re-
fusal of the Secretary of the Treasury to permit reopening were
disastrous o its business and assets "and in large measure were
responsible for the conditions™ leading to the receivership, all
of whrich operated to deprive the defendsnte "of their property with-
out due vrocess of law and consequently released them from their
liability." A further and simllar defense was made to impinge upon
*the action of the President in closing the benk end its subsequent
operation by * * * a conservator * * * since thet operation resulted
in further loss."™
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In affirming the Jjudgment below in favor of the receiver,
the court said that the evidence clesarly disclosed a state of insol-
vency from and after the date of the eforementioned ro-oluvion by
the bank'as directors. Contiming, the court said:

** * & 14 18 Dot necessary for us to cousider
whether invalid govermmental action with respect to the
Bank in which ite crediteors had no part would discharge
the oblization of the stookholders to these oreditors,
singe the govermmental action which was taken was us-
questionably valid in view of the insolvency eof the
Bank, But regardless of the technical insolvency of
the Bank we are of opinion that the action taken by
the President anpd the Comptroller of the Curremncy with
respect %0 it did not vielate the constitutional rights
of the defendants,

"As we have seen, the Bank was a govermaental im-
ssrumentality performing a vital publiec funotion sub-
Jest to govermmental oondrol. JXts closing by Presi-
dential proclamations was a reasomable step %0 de
taken in the financial emergenocy wiiich then confronted
the country and was authorized by Seotion 5(b) of she
Trading with the Enemy Aot as tucndod by Seetion £ of
the Aot of March 9, 1958, * * ® and by Sections 1 and
4 of the latter aet {affirming prior sotion under
4he Troding with thc Ineay Aot, and prohibiting member
banke from doing business exoept as tho Seoretary of
the ?ro-lurz may permit, with the approval of the Pres-
tdens] * 2his leciclation was constituiicnal.
Cisy of Xast "Cleveland v, Fidelity & Depoeit Ce., D.C.,
S5 ¥, Supp. 212; Banley v, Corwin, D,C,, 16 ¥. Bupp.
596; affirmed 2 Cir., 89 ¥, 24 1008, (Underscering

supplied)

In addftion, the oourt held thet the appoiniment of & ocop~
sexvator was *lilkewise a reascnable step %0 pretect the assets of the
bank for both oredisers and stockholders® and that the legislasion
providing therefor was not unconstitusional.

In Oisy of Naad Cleysland v. X1
land, 5 ?. Bupp. 212 (D,0,, Ohto, 1933}, the City sought recovery on
the depositary bond of a State bank because of the bank's refusal to
repay deposits. Buch rofusal was stated to be "based wholly upon
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Federal and State emergency legislation and orders issued thereunder
namely, section 5(b) of the Trading with the Faemy Aot; section 4 of
the Aet of March 9, 1953 (operation of member banks under restristions
of the Secretary ot the Treasury, etc,); Presidential "bank holiday"®
proclamations; Exscutive Orders releting to (1) the reopsning of banks
on authorization of proper authorisy, amd {2) the conservatorship of
banks not authorized to recpen; and Ohio General Code sections 710~
107a apd 710-88a authortizing the superintendent of dbanks to order
suspension of paymeat and appoint bank conservators. It appears
that the superintsndent of banks had ordered the bank to asuspend pay-
ment end had appointed a conservetor therefor. The surety on the

, bark'!s bond oontended that the inability of the bapk to make repay-

-  ment operated to suspend, in similar manmer, the surety's lisbilisy.
This oomsention the court sustained, sayipg that ¥1f the defense
here will release the bank from present liability, it has the same
effect on the surety."

Aftar referring to the statutes, orders, etc,, set forth
above, the court saids *] think there cen be no doubt as to the
validisy of shis legislation®, citing Jtate ex. Trel., Zimzmerman v.
aibbs, 172 8,8, 180, in which the court “considered and lu:tninod
the validisy of (Btato) emergenoy banking legislasion * * * as-
tacked as unconstitutional.® Im Peferring to the nsture of the de-
fense set up by the surety, the sourt said:

** * % 1% 1s in no sense personal to the bapk, al-
though directed against the banl and not ageinat she
surety., The bank is forbiddem %o pay its depositors
and oreditors., I% cannot say that it will eor will nos
avail ftaelf of this defense, in other words, that is
will or will not, as it chooses, obey the law, for the
law being constitubional and valid, it must obdey.”

Only one decision was found which questions the validisy of
fhe "bank helidsy*® proclsmined by the Presideant on March &, 1953, How-
sver, an examination of the decision minfmives its effect fn this
sonneetion. Thus, in Apsbosy s .al. v. Dank.of Migging, 184 So, 626
(Mgss,, 1958), the bank sought cencellation of defendant's olaim to
realty and confirmasion of title or for fereclosure of Security against
realty. It appears that defendant gave the bank a note for $700 se-
cured by deed of Srust of oertain realty. Upon defauwl$ in payment,
such realty was duly advertised for sale on Mareh 6, 1988, snd on
said date purchased by the bank feor $75. The bank alleged that 1%
was the legal and equitable owner of $he land and entisled to a de-
cree for the aforementioned relief, such sesond foreelosure being
asked "{n the eveut the sale of March 6, 1983 should de held invelid.®
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In affirming the judgment for the bank, the ocourt overruled

defendant's contention that the foreolosure of Narch 8, 1985, was
void since made while the first Presidential "bank holiday" proclama~
tion was in effect, saying!
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*The Proclamation of the President was issued under
what he oonceived to be an suthority vested in him by vir-
tue -of the provisions of Sec. 5(b) of the Act of Congress
of October 6, 1917, 40 Stat, 411, This was done under Sec,
8(b) of the Act known as the 'Trading Wisth The Eneuy Aot',
linited in its application $0 the period of the World War,
s.”io‘ 95 UoSQCvo. Titdle 12, PPe 852, 858, The first
proclemation, No, 2059, issued on March 6, 1955, was fol-
lowed by his second proclamation, No., 2040, issued on
March 9, 1955, after the Congress had passed an act on
that date, being Chap, 1, §2, 48 Stat, 1, Sec, 953, Title
12, U.8.C.A,, D, 561, granting such authority, end ap-
proving what had been done by the President in t$he
premises,

"An historioal note is found on page 361, Title 12,
U.S.C.A,, a8 followst 'As originally enacted by Act of
Oct. 16, 1917, o, 106, § 8(b), 40 Stat. 415, this seo~
tion formed a part of the Trading With The Enemy Act,
which was limited in i%s applicasion to the World War
and therefore was cuisted from the Code, bu$ printed
as sn appendix to Tisle 50 U,B,C.A, DBy Act of Mar, 9,
1985, o, 1, § 2, 48 Stat, 1, the seotion was made ap~
plicsble to any war “or amy other period of national
energency declared by the President,” thus making 1%
general and permanent legislasion.?

"Thus it will be seen that although the banking
institutions of the United Btates, out of a commendable
spirit of co-eperation in a time of economic orisis,
generally obeyed the Presidential Proclamation of March
6, 1958, there was no authority in law for the issuance
of suoh a proclamation until March 9, 1933. Xe are.of

Maxch 6, 19%5," (Underscoring supplied)
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In sddition, however, and in overruling the defease based
upon the insdequacy of the price previously pajid by the bank at $he
March 6, 1933 sale, tho cours said that from ell the facts "1t will

be seen that she * * * bank has in e manner paid all that thcoiyﬂ L
price,

was worth.," Contimuing, the oourt said thas mere insdequacy
fraud or unfair advansage deing absens, will not be surficient to war-
rard the sedting aside of tha sale,

Jarkinant .

As indicated above, the fellowing decisions are those in
which $he *bdank holiday" proclamatsions, orders, etc., wers pertinent
tut in whioh she court did not expressly pass upon their constitu-
Slomelity or validisy., However, suoch deoisions may be considered as
invelving implied judiocial epprovel of such regulatery matters.

Is Deugharty v. Jonal Bank & Trusk. Comneny, 158 So. 366
(La., 1955), the deneficiary of a trust administered by the bank
sought $e recover income derived from said STust. Yunds of the
srust had deen commingled with other fumnds of the bank, mow in the
hands of & liquidating agent, and the plaintiff was unable $¢ $rass
or 3dentify the fumds elatnod This fact, Sogether with tho "bank
holiday® proclamations ef the Governor aml she President and the
regulations of the United Stades Treasury Departnent restrieting
payment of funds were se$ up in defense, Buch commingling had oo~
curred prior te the "bank holidey" and the court held thag, umder
the situation and laws of the 8%ato, this changed tho reletionship
t0 debbor and ereditor. It was aleo pointed eut that the plaiasire
had been tendered U per cent of her claim but thas such was refused.
AS this point the court bdrisfly set out She "bank holidey”® eveats
and indicated that tho dank wea & membder of the Yederal Reserve
System dut was not liomeed 40 reopea by the Beoretary of the Treas-
ury fer mormal dbanking funesioas, 7The eours then quoted Unised
Ssates Tressury Department Regulatien 27 which permitted membder
beanks not so lioensed $0 pay, umder certain conditions, 5 per eend
of deposistors' olaims, BSaid the cours:

"Having besn placed in the category of a depositor
or oreditor of ths benk, the officers of the institutioa
were prohidited under the specific provisions oz Regulee
$ion 27 from paying her [plaintiff] iz fall. ¢

*Is 1s our opinion shat she dank officials properly
f'f“:'d %0 honor plaintiffies dmand for peyment in full
.l
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In Abannon Conmiv, sho- v. Shanpan.Counky Damk, 88 8.W, (2d)
1070 {Mo., 1938), a suit en the depoeitary bond of tha bank, it ap-
peared that maid bond was exeouted on May 5, 1951, for a period of %wo
yoars, to seoure oounty funds. However, it d4id not appear that the
bank actually mede default in payment of county funds until April 9,
1954, Plaintiff contended that ip March 1955, while said bond wse
in full force and effect, the bank amnnounced pudbliocly that it would
not pay checks, eto. To this the defendani countered with the state-
memt that the court would take judicial notice of the Presidential
"bank holiday" preclamations and the Exesutive Order returming non-
mendber benks to the contrel of the Btate danking authority, also
the sinilar scte of the Governor of Miesouri, The court affirmed
shis view and said that "it s apparent that [the aforementioned
amnouncement of the bank] * * * was made" pursuant %o sush "bank
holiday®, 1In addition, the ocourt safd:

*In faoct, such mmocgcixt‘of the bank could have

8o bearing ou the situation in vyiew of the binding
oharacter of the proclamations of $he President and
Governor,"

The courd peinted cut that such moratorium ended on Mareh 11, 1935,
and that plaintiff hed until May 6, 1953, on whioh to draw on the
bank, Defsults afyer that date would not resuld in liadility te the
surety on the aforementioned dend,

In Hardas v. Xashingion Loan & Truss Ca., 91 F. (24) 314
(cs. of App., D.C., 1937), the reseiver of a national bank sued the
Trust Compamy t0 recover a sum slleged t0 have been paid in viola-
tiom of the "laws and regulations governing the bank holiday in Marsh
1938%, It appears that on March %, 1955, cne A obtained & cashier's
check for a sum on deposit with the national bank and on ths same dsy
deposited sald cheok with the defendant. Due to Inauguration Day and
the next day which wase Bunday, and the Presidential "bank holfday®
proclamations sterting Monday, Mareh 6, 1955, the natienal bank wae
never actually reopened for business since the Secretary of the Treas-
ury did not fesue it a license. Along with other sound Distries of
Columbia banks, the defendent wae authorized to reopen on March 14,
1955, However, pursuant to a gemeral sgreament smong banks result-
ing from a meeting of the Washington Clearing House Association on
Mareh 15, 1958, the defendsnt on the same day presented the caehier's
oheok to the national bank whioch paid ssme., The olaim of plaintiff
in this euit that peyment of the cheok during the "bank holiday® per-
iod was illegal, wae sustained by the court¥ and recovery allowed,
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In reaphing its decision the sourt $raced the events prior
to Mareh 6, 1955, concluding thas *It had plainly become imperative
for the President and the Congress $o inveke measures for the protee-
tion of * * * banks and their depositers.” From this point the court
$Taced the "bank heolidey® proclamations, etc., and the ensciment of
the Pmergency Banking Act of March 9, 1955. In conclusion the ocourt
seid that whether or not the national bank was insplvent at the time
of payment is izmaterial "for in any event the payment was an infraec-
tion of ths rule presoribed by the Presidential Prooclamation.*

" In Doanney v. %uxm 28 ¥. Supp. 1018 (D.C., N.Y,,
1988), arfirmed 106 ¥, (24) 69 (C.C.A., 24, 1989), affirmed 80 8, Ct,
796 {1940), the receiver of a nstional bank sought to resover the dif-
ference detween the anmount which defendant city would receive as a 50
per cent dividend on deposits (paid to all general creditors) and the
amount actually paid to the defendant as indicated delow, On Mareh
4, 1938, she defendant had on depesit with the bank ocertain of its
funds, On such date the Governor of New York, amd on Mareh 6, 1935,
the President, proclained a "dank holiday¥, The bank was mot per-
nitted to resune normal business by the Secretary of the Treasury,
and on Maroh 20, 1938, the Comptroller of the Currency appoimted a
conssrvetor followed by the plaintiff, receiver, on Jamuary 28, 1954,
The benk had pledged assets to secure the deposits in question; and
after so closing bus defore the appeiniment of the receiver, the
bank honored checks (in amounts exceeding 50 per oent of the deposiss)
drawn by the oity against such deposits to meet pay-rolls. The court
held that under the facts,the New York and FYederal laws, the bank was
without authorisy %o pledge assets for the deposits in question and
Shat suoh action was "fllegsl and ultra vires,® The court also found
tha$ the bank was insolveas on Mareh 6, 1935; such being the ease,
the payments ty the bank were prohibited dy both the National Bask
Aot and Regulation 9 of the Seoretary of the Treasury issusd pursuant
%0 Exesutive Order of Maroch 10, 1988, In this econneetion, and §n
granting recovery as prayed, the court said:

*The Presidentts Proslamation ef Mareh 6, 1955, Ne,
2039, * * ® provided that the Besretery of the Treasury,
with the approval of the President, under an adopied
regulation, had pewer '$o permit amy or all of such dank~
ing instisutions to perform amy or all of the usual bank-
ing functions.'! An Executive Order of the Presideny of
Mareh 10, 1988, No. 6073, [1ssued pursuant %o section
8(b), Treding with the Enemy Aot, as amended, snd seo-
$iom 4 of the Aot of March §, 1988, pemitting member
banks $0 transact business under regulations of the
Becretary of the Treasury, with the approval of she
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President, sto,] * * ® ocontinued the stetus of banks as
in the Proclamatsion aforssaid, with certain modifications
here ixmateris)l, Under she authority of the Proclamation
and Executive Order aforesaid, the Bearetary of the Treas-
ury adepted Regulasien No, 9, which, smong other things,
provided that 'Any National or State banking institution
nay exercise i%s usual banking funotions to such extemd
as its sltuasion shell permit and as shall be absolutely
necessary to meet ihe neels of its community for food,
medioine, other necessivies of life, * * ® for the pay-
mens of ususl salariee and wages; for neceessry ourrent
expenses and for the purposs of uintliung -ilmut,
and for other similar essemtial purposes, ° * ° provided
(5) no aational banking aesociatiocn shall engage in any
transaction wader thie Seotion which is in violation of
any Yederal law * ® ® Pach banking snstitution amd its
directors and officers will be held strictly accountable
for the falthful performance, with the spiris and pur-
pose, as well as the letter of this regulation,' If the
bank was insolvent when these pey roll cheoks were paid,
peyment was in violation of the statuts, (Title 12, seo,
91, U,8,C,, * ® * Rev. Stat. § 524%) and paymem of such
oheoks was prohibited; otherwiee they were permitted pay-
mends.” '

Ia Aufiarhaids v. Mine Safetx Apnliance Ca., 9 7. Supp. 918
{D.C., Pa,, 1984), the receiver of a national bank sought to recover
preferentisl payments alleged to have resulted from paymens by the bank
of pay roll ¢hecks drewn by defendant during the "bank holiday" pro-
clatmed by the President as of Marech 6, 1955, The admitsed facts dis-
closed that it was pursuamt to regulation of the Secretary of the Treas-
ury (permisting exerciee of bankimg functions during "beak holiday®
where neceesary) that the bank honored the cheeks fn guestion, The
bank never reopened after she "bank holidsy® and on Maroh 25, 1958, a
conservator was appeinted, followed by plaintiff, receiver, on Desmmber
5, 1988, The plaintiff subeequently declered a 50 per cent dividend o
depositors and in thies suit seeks to recover 50 per cent of the amount
of the aforementioned checks., The defendant contended that the date
of fAsolvensy was fixed as of Mareh 8, 1935, date of the "bank holi-
day" proclamation. However, the court, in demying plaintiff's moticn
for judgment, said shat “fhe Presidential Proclamation * * ® was not
a drclaration of insolvenoy of sll benks * ® ©® end {t cannot so be
held 2uminat1u of the insolvency of this bank, * * ® st would
sess * * * jnat {n a permisted paymeat of thie chareoter, the appoint-
nent of the oonservator * * * would be more clearly indicative of * * *
tnsolvensy, * * *[bud] that is a fact which must bs proved,*
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DRekne v. Mine Safety Anpliance Co., 94 F. (2d) 966 (C.C.A.,
¥rd, 1958) is apparently a subsequent decision ia the original case
of Aufderhaide v. Mine Safeiv Apnlisncs Co., 9 F. Supp. 918 (D.C.,
Pa,, 1954), noted above, in which plaintiff, receiver, was denied
motion for jwigmemt. In allowing recovery of the alleged preferen~
tial payments, the court sald:

"The President’'s Proclemation closed all banks, sol-
vent as well as insolvent. For such danks ae were solventd
and capable of carrying on norual banking operations, were
1t not for the bank holiday, Treasury Regulation No. 10
permitted some activity; namely, payment for necessities
and for pay roll purposes. The sxceptiom was made for
the purpose of easing the res¥riotions om danke which
ocould carry on exsept for the bank holiday., Thars was
no intention through the promulgasion of Treasury Regula-
tion No., 10 %0 allow a bank which was insolvens or im con-
templation of insolvengy to meke payments in coatraveation
of the provisions of the Kational Bank Act, 12 U,5,C.A.
¢ 91. The $riel court has found upoa the evidence that
the bank was in contemplation of insolvency on March 6,
1955, The bank wes therefore prohibited from making she
payments to the appsllant, not by reason of the Presi-
dent's Proclemation, but bessuse of ite financisl astetus
&% the time."

In Ia. rs Conal Bank & Truat {o., 152 Bo. 578 (La., 1984), one
W gought to have his deposit in the bamk spplied by setsoff against hia

indebsedness to the bank on his note, The bank, a member of the Fed-
eral Reserve Systen, closed pursuant to the “bank holiday™ proclame-
tions and wae not licensed to recpem by the Seeretary of the Treasury.
It 41s pointed out that om Maroh 18, 1933, the Secretary, by regulation
pursuant to “sthe President's proclamations deeclaring and conmtinuing
the national bank holiday", authorized member banks not sc reopened te
make 5 per oens peyments to depositors snd ereditors. Pursuant there-
%0, W received U per cent of his deposit; but upon the due dase of hia
agte, March 27, 1983, the bank refused to allow the setoff requested,
contending that gsuch was prohibited by the President's "bank holiday"
proclamations and the aforementioned Treasury regulation. Under the
State law the courd held that normslly the desired setoff would have
ocourred; and in holdiing that ¥ was entitled to the relief desired,
his deposit being in excess of the amount of his note, the courd

said thad
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*Is is clear, therefore, that 'she paying out of
deposits' prohibited by federsl action Ls leveled sclely
at the paying out of aoctual money, and not at such fie-
siticus payments as arise from settlement of accounts
betweerz banker and depositer by the universal law of com-
pensation, or ees-off, which takes plase by mere operation
of law, and not by the withdrawal of se¢tual funds from the.
banks,"

" W also contended thats to consider the aforementioned Treasury
regulation as prohibnns the duir.d utorf "would deprive him of his

y ® * ® 1a violstion of she * * ® Federal Comssitution." Onm
shis score the court said that suoh contention was without merit sinoe
"we are 1ot of tho opinion that the regulation of the Seeretary of the
Treasury has, or was intended to have, sweh effect, fer reasons al~
ready aseigned,®

Zallay v. Qranxe Naiional Bank, 26 ¥. Supp. 949 (D.C., N.J.,
1989), izvolved a suid againss the receiver of the nasional bank %o
racover the cost of oertain adverdtising, The bank was slosed pursuand
to Presidential "bank heliday" proclametions, s couservaior was ap-
pointed om March 285, 19835, fellowed by the receiver on Desemder 1,
1983, On ocertain days detween Mareh 15 and March 28, 1955, these ad-
vertisements were published and, in substance, "they were all directed
towsxd the oocnasrvetion or the aesets of the bank and the welfare ot
all parties in interess * * ® and discloso an sarness endeavor ®* * *
to prevent a ocondition of chaos and as well to reinforeo any weakness
which might be disclosed in the bank's financial structure,®

The reseiver urged that upen the bank's closing under sho
aformentfoned proclamations *"the officers of the bank were siripped
of all power t0 obligato the deamk or cause its asseis $0 be liable
on their contractual commitments,® Ia granting recovery she gours,
iater alia, said;

"The apecific issus with which ws are here com-
cerned dears upea the interpretatioan to be given the
Serms 'banking Sransactions! and 'danking dusiness,!

It would seem that these terms should be given Sheir
usual and generally accepted meaning and should mot de
1iberally construed exeept insofar as applicable to the
specific purposes of the proclamation im prevemting she
ovils therein sought $e de avoided, Obviously, shese
proclamations 414 mot intend thas officers and sgents
of banks should desers sheir reepective institutions,
shus adandoning them in the midst of the finanocial
storm, Nothing in the preclamasion relieved the of-
ficere of danks from deing all in sheir power $0 pro-
tect their {nstisutions from neellese loss."
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Decisiona ralating to .:ald transagkions. Raveenhs. o80.

These decisions 2ll involve, inter =lia, section 5(b) of the
Trading with the Enemy Act and orders, etc., issued thereunder, as such
metters relats to restrictions on the possession or holding of gold eoins,
stc,, payments in gold, and dealings with nationals of foreign countries,

In Ueberpes Yimanz-Korporation. stg. v. Bacen, 885 ¥, (24) 278
(C.C.A,, 2nd, 1936), cert, den, 56 8, Ct, 948 (1938), the Korporation.
sued to compel the defendant, its beilee of United Statss gold coin,
for the return of ssid gold. An injunction pendente lite to enjoin
defendant from turning said gold over to the United States, or its
agent, was denied, and plaintiff appealed. After the peassage of the
Emergency Banking Act of March 9, 1935, plaintiff desired to transfer
the gold held for it by defendant to plaintiffts domicile in Switzer-
land; but the Treasury Department denied defendant an export license
under the autherity of Executive Order of April 20, 1935, issued pur-
suant to section B5(b) of the Trading with the Enemy Act, as amended.
Thereafter, applicetion for a license under the Gold Reserve Act of
1934 and Treasury Regulstions thereunder, to have the gold transferred
t0 the Fedieral Ressrve Bank of New York in custody for the Banque Na-
tionale Sulsse, was also denied; and defendant was ordered to transfer
said gold to the Federal Ressrve Bank for the account of the United
States, Subsequent reguests of plaintiff of a similar nature were
alse refusdéd, reculting in this suit,

Inter alia, plaintiff contended that "Neither the Act of
Narech 9, 1985, nor any regulation validly mede thersunder affected
the complainentts right to hold or oxport the gold™ and that "If the
Gold Reserve Act of 1934 be appncablo * %, the relevant provisiens
are unconstitutional, because (al * * improper delegation of legis-
lative power; and (bf thoy take * somplainant's property without
due process of law *

In affirming the judgment below adverse to plaintiff, the
court, inter alia, quoted from seotion 5(b) of the Trading with the
Enemy Act, as amended Dy the Act of March 9, 1935, and also from seo-
tion 11(n) of the Federal Reserve Act (seotion % of the Act of March
9, 1955), and conoluded with the statement that "The adbove act was
held comstitutionsl by the SBupreme Court in" Narmen v. B. & 0. R. Ca.,
294 U.8, 240, and Jorks v. LS., 294 U.8. B17, (actually imvolving the
Joint Resolution of June 5, 1935 and section 11(n) of the Federal Re
serve Act). The court also held that even if section 1i(n) of the
Foderal Reserve Act "were limited to acquiring geld from am owner within
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the United States,” clearly section 5(b) of the Trading with the Fnemy
Act, as smended, and the aforementioned Rxecutive Order of April 20,
1935 issued taor-undcr, were not so limited "and thus justifled @ho
doninl of an export license to & foreizn owner »ho would be obliged
to ocome here in order to obtain delivery * * ® or to met turough an
agent ‘within!® the United States, In any event, the court said that
the Gold Heserve Act of 1334 precluded plaintiff in the preauises,
Such Act,-@#aid the court, was not unconstitutionsl as an unlawful
delegation of muthority to the Seoretary of the Treasury; and, undor
the smthority of Noriz v. United States, 2%4 U.8, 517, pa;mnnt
plaintiff "froxr the gold coin at 'tae dollar face amount' would
be lawful compensation * * *. Aocordingly, we think that there wae
“no ground for bripging a auit in squity. Nor do we see that there
can be recovery at law *

Joxman v. Balidmore & Qhia Ba Ca., 294 U.8, 240 (1933),
actually holds thet the Joint Resclution of June &, 193%, declaring

gold clauses in oblications to be agsinad publie poliey, and provid~
ing for discharge of such ebligatione on payment, dollar for dollar,
of legal tender coin or currency at the time of payment, ie valid

and constidutional as applied %o pre-existing nonfederal obligstions.

In arriving at such holding, however, the court eaid that
guch Resolution "was one of a series of wessures relating to the ocur-
rency., These measures disclosed mot only the purposa of the Congrese
but also the situation which existed at the time the * * * Resolution
was adopted * * *,% In tuie connection, the court pointed out thed
under sectios 5(b) of the Trading with the Fnemy Aot of October 6,
1917, the President declared a "bank holidey® beginning Mareh 6,

1955, and that st the same time the Seoretary of the Treasury, with
the Preaidend's approval, issued 1nstruetions to the United States
Treasurer "$o make payments in gold * * * only under license issued

by the Seeretary,® BSBubsequently, Congress passed the Emergency DBank-
ing Act of Mareh 9, 1955, affimming prior ¥xeoutive soticn and broad-
ening, Ly amendment, powers under the Treding with the Enemy Aet and
by section 1l{m)} of the Federal Reserve Act, gave the Secretary of
the Treasury power to require delivery of gold coins, etc, I is thea
pointed out thut the President, by order, muthorized the reopening of
banks and by this and other erders further regulated transaotions,
etc, in gold., The Aot of May 12, 1935, authorized the President %o
fix sthe weiznt of the gold dellar, "Then," said the court, ®followed
the Joint Resolution of June 5, 1985," and subsequent Executive Orders,
some issued under the authority of the Trading with she Rnemy Act, as
smended, relating to gold transections, eto. ¥On January %0, 1954

the Consralu paesed the 'Gold Reserve Act of 1984 * * * which * ¢ ¥
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ratified and confirmed all the actions, regulations and orders taken
or made by the President and the Socrotary of the Treasury under the
Act of March 9, 1935, or under * %% the Act of May 12, 1958 [ete.]
*, On January 31, 1934, the President issued his proclamation®
fixing the weight of the gold dollar. At $hie point, the court saids

"We have not attempted to summarize all the provi-
sione of these measures, We are not ooncerned with their
wisdom. The guestion hefore the Court is one of power,
not of policy. And thet gquestion touches the validity
of these measures at but a single point; that is, in re~
lation to the Joint Resolution denying effect to 'gold
clauses! in existing contracte. The resolution must,
howevsr, be considered in {te legislative setting and
in the light of other measures in pari materia,"

In Parry v. United States, 294 U.8, 350 {1985), the plaintiff,
owner of a United States bond (face smount $10,000) providing for pay-
mout of principal and interest "in United States gold coin of the pres-
eut standard value® sued to recover for an alleged loss resulting from
defendant's refusal to redeem said bond "texcept by paymens of 10,000
dollars in legal tender currency'.," 8uoh refusal was "based on the
Joint Resolution of * * * Jume 5, 19858" providing, in part, thas
every obligation, including thou of the United States, heretofore or
hereafter incurred, shall be discharged "'upon payment, dollar for dol~
lar, in any coin or currency whish at the time of payment is legal
sender for publioc and private debts.'" The court sustained plaintiff's
contention thas, as applied to these facts, such Resolution was uncone
stitusional, saying:

"We conolude that the Joint Resolution * * *, n
80 far as it attempted to override the obligation cressed
by the bond {n suit, went deyond the congressional power,%

However, in holding that defendsnt had not suffered any desme
age for which he was entitled to recover, tha court made the following
observation

w* ¢ * pefore the chauge in the weight of the gold
dollar in 1934, gold coin had been withdrawn from circulae
tion. The Congress had authorized the prohibition of the
exportation of gold coin and the placing of ressrictions
upon $ransactions in foreizm exchange., Aots of Marech 9,
1933, 48 Stat, 1 [Emergency Banking Relief Act, § 2,
amending Trading with the Enemy Act, § 6(b), 12 U.B,C.A,
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§ 9%a); Jammary 30, 1934, 48 Stas. 8537 [Gold Reserve
Aot of 1954, § 12, 51 U.8,C,A, § 824]). Buch dealings
could bs had only for limited purposes snd under li«
cense, Executive Orders of April 20, 1988 (No. 6111),
Avgusts 28, 1955 (No, 6260), and Jamvary 15, 1954 (No.
$580), 12 U.8,C.A. § 95 note; Regulations of the S8eore~
sary of the Treasury, Jeanuary 30 and 51, 1934, That
action she Congress was autitled to Sake by virtue of
its authority to deal with gold coin as a medium of ex-
ochange. And the restraint thus imposed upon holders eof
gold coin was {ncident to the limitations which inhered
in their ownership of that coin and gave them no right
of aotion,”

Continuing, the eourt said;

w* * % Yo cennot say, in view of the conditions
Shat existed, that the Congrese heving this power exer-
ocised it arditrerily or capriclously. And the belder
of an obligation, or bond, of ths United States, pey-
able in gold coin of ths former standard, so far as
the restreaint upen the right to export gold coin or to
engage ia transactions ia foreign exchange is conoerned,
wae in no detSer ease than the holder of gold coin ft-
.df.

*In consfdering what damages, if any, the plain~
$4£f has sustained by the slleged bdresc¢h of his bond,
1% ie henee inadmissidle to sesums that he was en-
$itled %0 obtain gold coin for recoures to foreign
markess or for dealings in forsizn exchange or for
other purposes contrary to the sontrol over gold coim
whioch the Congress ledthe pomrto exers, and hed exerted,
in i1%e monetary regulation. Pleintiffte damages sould
ot Do assossed without regerd to the internal economy
of the country at the time the alleged breaeh cfcurred.*®

The court conclmded by saying that "gshe payment $0 the plain-

$17f of the amount which he demands [$1.69 "4in the present currency for
overy dollar provided by the bond"] would appear to comstitute, not a
regoupment of loss in any proper sense, dbut an unjustified earichment,.®

In Arxgonauk Mining Go. v. MeRike, 76 ¥, (24) 584 (0.0.A., 981,

1935), she company sought t0 enjoin defemdant, United States Attorney,
from prosecuting plainsiff for violating an Executive Order under ses.
8(d) of the Trading with the Enemy Act, ae amended, and an order of
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the United States Treasury Department under section 1l{n) of the Federal
Reserve Act, both relating to the possession, etc., of gold. It appears
that the plaintiff owned certain gold and that pursuant to the Executive
Order mentioned above, a return thereof was made to the Seoretary of
the Treasury who refused to grant plaintiff a license to hold or dispose
of said gold., It elso appears that, pursuant to the aforenentioned order
of the Treasury Department, plaintiff tendered said gold to the Secre-
tary of the Treasury who rcrulod to pay %the then prevailing marke$
price of $54.08 per 2unoc * % but ®** * offered the arbitrary price
of $20.67 per ounce » 8lleged to be a denial of "just compensa-
tion.* Plaintire -pocirionlly slleged that the foregoing statutes

and orders “are unconstitutional and void®, and sought relief under

the rule "that a coriminel prosecution under an unconstitutional statute
will be enjoined when that is essentinl to the safeguarding of property
rights,.*

The court held that plaintiff!s allegations did not bring it
within the aforementioned rule. 8aid the court;

wi* & % ,side from the statement of general and um-
supported conclusions, the case presented by the bill was
the ordinary one of a oriminal prosecution which would af-
ford appropriate opportunity for the essertion of appel-
lant?s rights, 8o far as the bill disclosed, nothing
more than a single prosecution was in contemplation, a
point which the district attorney emphasized by his die-
claimer, on the hearing below, of amy intention to instie
tute any further prosecution sgainst sppellant until his
rights, cons$itutional or otherwise, had been adjudicated
in the pending eriminal preceeding.'™

In Jarher v. Inited States, 114 F, (24) & (C,C.A,, 9%h, 1940),
cert. dem. 61 8, Ct. 175 (1940), the defendant was indieted and convicted
of willfully, eto. acquiring United States gold coins without procuring
a license in accordance with the Executive Order issued under section B5(Db)
of the Trading with the Enemy Act, as amended, Such Order forbede the
acquisition of United States gold coins except under license; provided,
that colleotore of rare and umusual coins may acquire, without a license,
€0ld coins having recognized special yalue to collectors of rere and un-
usual ocoins, Such Order also adopted the penal provision of the afore-
mentioned Aet, Defendant contended that under the United States Treas-
ury Departuent regulation issued pursuant to section 4 of the Gold Ree
serve Aot of 1984, he had a right to acquire such coins without a 1%~
cense and that spuch Act and regulation repealed the Trading with the
Enemy Act and the Executive Order menticned above. The aforementioned
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freasury regulation provided that gold cefns of resognized special
value t0 collectors of rare and umusual o0oins may be asguired withous

a license therefor. JIn overruling thie position and affirming the
conviotion, the courtd, inter alia, said that the Trading with the Inemy
Aot oovers punisinment for doing certain prohibited acks while she Jold
Ressrve Act turns i%s et¥sention to the prastioal matter of getting the
€914 into the possession of she United States; the two Acts as applied
%0 this ocase are not conflioting and thus no such contentiocn as to re—
pesl can be sustalned,

- In Ruffing v. United States, 114 T, (24) 696 (0,C,A., 9%h,
1940), the defendant was indfoted for alleged violations of section
S{b) of the Trading with the Enemy Aot, as amesded, and section § of
the Gold Reserve Act of 1954, It appears that defendant "not being
a perscn permitted to acquire gold dullion by any regulation fesued
by the Secretary of $he Treasury and spproved by the President * * *,
344 * * * wiifully * * * acquire certain gold bullion * * *.* De
feadand contended that "the Tradimg With The Enemy Act, as amended,
joes not make it an offenze %o aoguire gold bullion® and that the
Gold Reserve Ast dees not presoride a oriminal penslty. The courd
indicated that the ledter position must be aonceded, but that by
Exeoutive Order issued under sectiom 5{b) of the Trading with the
Inemy Aot, as amended, does cover gold bullion. In holding she in~
diotaent to be sufficlent to charge an offenes dencunced by the
Trading with the Enemy Act and she Executive Order iesued thersunder,
the ocowrd esaid that segticn 15 eof the Gold Roserve Aot of 1954 Yex-
pressly ratified sll orders issued by the President under the act of
March 9, 1985, (which amended section 5(b) of the Trading with the
Pﬂ Aet], inoluding, necssserily [the Executive Order in quemion]

Heace we find mo diffigulsy fn holding that order is valid
and effective; and as has been sesx it prohibits she acquisition of
gold bullioa fm.} 0.

In hallex v. Undted Giakes, 114 7. (24) 698 (C.C.A,, 9th,
1940), the defemdant was convicted of conspiring %o acquire or so

sransport gold in vislation of the Gold Reserve Aaot of 1954. The in-
dicinent was intended to charge an offense under the Federal criminal
statute ocovering conspiracies to coamit offenses against the United
Stetes, otc, Also, the fnifctment characterized the acquisition and
sransportation of gold as being in vioclation of the Gold Reserve

Act of 1984 and the Treasury Department reguletions thereunder, How-
ever, the court held that since the indictment evidenced the pleader's
Aelusion that “every umlioensed acquisition or sranspordasion of gold
violates” such Aot end regulations, such indioctment was insufficient,
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The court pointed out that conceding this, the United States contends
thes the indictment charged a conspirecy to violete section 5(b} of the
Trading with the Enemy Act, as amended, and Executive Order issued there-
under, However, in rojoctins this contnntion and reversing the convic-
Sion, the court held that such Aot and Executive Order "relats, not to
gold, as such, but %0 gold coin, gold bullion and gold certificates,
neither of which is mentioned in the indiotment.*

Atewary v. Inatige's Court af Lindaax, 45 7. (24) 424
(cexifr., 1935), ruised ths question as to whether the delivery of a
cheok {subsequensly cashed) to the justice of the peace constituted
a sufficient seourity fsr the fssunnce of a writ of attachment. Under
" the California law it was provided that in such ocases the justices
could acoeps, in lieu of suretias, "an equal sum of monsy in United
States gold eoin,®

In helding that the foregoing sesurisy was adequate in the
circwmstances, the court said that "an ebjeoction bdased upon failure
to depesait gold coia® was not available, since by Exesutive Orders
issued under seotion 5{b) of the Trading with the Enemy Aet and see-
tion 11l(n) of the Federal Reserve Lot "the use of gold coin for such
purposes wes prohibited and made impossidle.®

Sagurity-Yirss Masional Bank, eio. v. Cuseda, 59 P, (24) 542
(calsif,, 1958), invelved a suit by the bank for possession of realty.
It was contended in defense that the sale at which bank sought to eo-
quire the preperty was a Rullfisy due to 1llegality of the notioe
Sthersof, B8Buch notice stated that the ssle would be at pudlio auetion,
oto, "!for sash (payable fu United BtasesGold Coin at time of Sale)'".
This defense was based on the faot that at the time of eale, Pedruary
16, 1954, the Executive Order (pursuant to seetion 5(b) of the Tred-
ing with the Enemy Ach, as amended) and orders of the Treasury Depars-
ment forbade transastions in gold, ete,

The court held that suoh motice was not invalidsted as claimed,
since under the Jo}nt Resolution of June 8, 1935, it was provtdod that
"every obligation shall be discharged upon peymens {in] * * *
legal tender.' This legislation, in effect, struck from such notioce
the provisien relating to peyment in gold.

In In xe Baxherx's Ratate, 20 N.Y.8, (2d) 619 (1940), haire
of the deceased, Ramberg, through the Comsul General of Norway, oleim
that their distridbutive shares from the estate should be paid over %o
such Comnsul oh $heir behalf, Such heirs, however, resided {n FKorwey;
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but the Consul sought to justify such distribution under the terms of
a treaty with Norway, In forbidding such diastridbution the court
pointed out that the claim might be disposed of on the ground thas
munder present conditions [German ocoupation of Norway] he [tha Consul]
does not possess power to tranmmit to the distributeas [under such
treaty], since he is not recognized by the authority which has con-
trol_of the territory in which they {heirs] reside,* However, the
court said that an additional consideration compels the same result.
Thus, the court pointed out that in 1940 section 5(b) of the Trading
with the Enemy Act, as amended, was further amended so az to authore
ize the President to regulate or prohibit dealings, etc., in property
in which any foreizn state or a nationel or political subdivision
thereof has any interest, by any person within the United States.

The court also pointed out that this 1940 emendatory legislation

also confirmed the Executive Order of April 10, 1940, and regulations
thersunder, which prohibited, without a liocense, tranafers of the type
herein desired, The court held that such Executive Order "prohibits
in unmistakable terms the payment of the distributive shares * *
either to the Norwegian Nationals themselves or to the Consul
on their behalf,®

In Hexrafeld v. Nakiopal Ciky Rank of New York, 24 N.Y.8, (2d)
69 (1940), the plaintiff, a New York importer of Belgian ruge soughd

%0 replevy shipping documents relating to a certain rug shipment. The
contract between the parties called for payment in Belgian francs;

and the vendors' benk in Belgium wrote defendant that such shipping
doouments should be made available to plaintiff upon collection by

the defsndant of a sight draft for the sale price of the rugs shipped,
oredit to be given accordingly. Upon notification of receips of the
shipping documents by defendant, plaintiff applied for and received

a license from the United States Treasury Department in accordance
with Executive Order of Jamary 15, 1954, issued under seotion 5(b)

of the Treding with the Enemy Act, as amended, permitting plaintiff

to make payment in the necessary amount of Bel;i:zn franos to defende
ant on behalf of the Belgiam vendor, Subsequently, this license was
amended so as to require the Belgian francs to be held in an acoount
in defendant bank "in which a national of Bolg}uu has a property inter-
est within the meaning of the Executive Order ° * * of April 10, 1940,
as amended,"

LR I

Defendant's refusal to turn over the shipping documents on
plaintiff?s tender of the Belgian franos was based primarily upon the
fact that the amendment to the lfcense forbade a tender of payment
within the intent of the sales contract,
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In granting plaintiff's motior for judgmens, the coury held
that the conSreoting parties "must be demued $0 have dealt with esch
other in contemplasion of the existsnos of these restrictions under
the laws of the United States, to the :xtont that eush restriotions
and agy subsequent axendments thereof might affeet the use or

$ransmiesion of the procesds of the eale when consunmated in thia
country by the delivery of the merchsndiise as sgeinst payment in the
form agreed upon betwsen the parties {n their ocontract,”

Respestifully,

Jerome W, Shay

JWS imnm
SENERAL CUUHSEL D b iy
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August 8, 19L1.

Nr. Ryatt Constitutionality of
Nr. ihly "dank holiday" proclamaticns, ets.

X

The oconstitutionality of the Presidential "bank
holiday" proclamations and orders, the regulations issued
thereunder and tha law upon which all such matters were based,
has been sustained in several decisions of the Federal sourts.

Thus, in a suit by the receiver of a national benk
to recover an asseasment upon the dank's shares, the substaunoce
of one defense was the unconstitutionality of the Presidential
"bank holiday” proolamations and the Executive Orders relating
to (1) regulations of the Seeretery of the Treasury under whieh
banks might reopen, and (2) the appointment of conservators for
banks not reopened. In overruling such defenae, the court held
that "there ean be no doudbt as to the validity"™ of the matters
alleged to be uneonstitutional. Banley v. Corwin, 15 P. 8upp.
396 (Da Cuy Fo Y., 1936), affirmed by the Tiroult Court of
Appeals in 89 F. (2d4) 1008 (1937).

In a suit similar to the one just noted, the share-
holders of the defunet national bank sought to establish a
deprivation of preperty without due proeess of law resulting
largely from the Presidential "bank holidey" proelamations and
the Executive Order relating to regulations of the Secretary of
the Tressury under whioch banks might be recpened. However, the
court ruled against the shareholders sinee such Presidential
aotion "was a reasonable step ¢ ¢+ = guthorised dy" statute which
"was constitutional.” Smith et al. v. Witherow, 102 P.(24) 638,
(CQCvo. 5“0 1939)’

In another deoision, the ocourt held that the inability

of a 3tate bank to make repayment of deposits ocaused, in part,

by the Presidential "bank holiday” proclamations and the Exeoutive
Ordere relating to (1) the reopening of banks on authorisation of
the proper authority, snd (2) the conservatorship of banks not
authorised to reopen, operated to disocharge the surety om the dank's
depositary bond. Said the courts “"there can be no doubt as to the
validity of this legislation™; it was "constitutional and valid."”

01;1 of East Cleveland v. Fidelity & Deposit Co. of Maryland,
e BUPPe » eliey OMO. 193’)0
JWS/nlg

SHLAAL CULRLEL'S OFFIGE, Respeotfully,
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May 13, 1940
Files
¥r. Smead

Under the present requirements of the Treaswy,
Federal Reserve banks have to obtain authority from the
Secretary of the Treasury for the issuance of a liocense
to State banks upon admittance to membership in the Federal
Reserve System. Since formal admission to membership has
to be delayed at times until telegraphie or other advice
is resceived from the Treaswry Department authorizing the
Pedoral Reserve bank to issue the liecense, and sinoe the
granting of such autharity appears to be largely a matter
of form, I asked Under Secretary Bell whether there was
any objection on the part of the Treasury to giving the
Federal Reserve banks blanket authority to issue lioenses
to existing State banks upon their admission to membership
in the Federal Reserve System. I understand that this
matter was referred to Treasury coumsel.

Shortly before his leaving the office for & few
days, Mr. Bell asked Mr, Heffelfinger to tell me that the
Department preferred not to meke any changes at this time
in existing procedure. MNr. Heffelfinger stated that Mr.
Bell thought this question might be reopsned for consider-
ation at a later date.
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FEDERAL RESERVE BANK OF SaN FrRANCIBGO 7],

May 11, 1940 vr'

Mr. Leo Paulger,

Care of the Board of Governors
of the Federal Reserve System,

Washington, D. C.

Dear Leo: CiTT g?;fﬁ*
o Kt EE

I am sorry i¥ was necessary for you to
draw to our attention jthat we had inadvertently
recommended to the Secretary of the Treasury the
issuance of a license to the Placer County Bank,
Auburn, prior to the approval of membership by
the Board of Governors.

I can assure you it will not occur again.

Yours very tfuly,

e

&

L
Tty

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED

' T ) Authority t D (0 l
2'D IN FILES SECTION _
~ MAY3-1840 . |
N SO @ WJ
. Cardpy V/‘ %
MAY 2 1949 1
b
N TR YTy | %’}& ““‘Jw
{haw A uéf ‘.

Dear Iras

This 18 an informal pote, and I hope that you will
reply in kind. You will recall that last fsll we had some
oorrespondsace regarding t$he procedure in eonneetion with
the i1ssuance of Jicenses t0 State e joining the Syastem
end that in my letter of Qetober 20 A stated that it was felt
"that the recommendation of s Reserve Bank to the Secretary
of ths Treasury regarding the issysnoes of a license should
follow, rather then precede, approval of am applicesion for
nembership.” This is the precedurs followed by ell ¢f the
other Federal Reeerve Baaks, I notios, however, that you
forwardsd your recommemdation to the Seoretery of the Treas-
ury regerding the issuance of a license to the Placer County
Benk, Aubura, California, at about the same tinme that you
forwarded the membershiy appliocetion of the bapk o the
Board. Acoording to our files, the issuasnos of the lieense
was suthorized by the Treasury on April 17, JFrom this distancs
1t sesms that samedody along the line overlosked our previcue
esorrespondence, pertioulerly my letter of Qatober 20. Ie that the
oane?

Binoerely,

Leo H. Paulger

Mr, Ira Clerk,
XTedoral Reserve bank of San Franclasee,
8an Pranoisao, California,

RFL: owb

"FiLE coPY
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April 11, 1940.

Secretary of the Jreasury,
Washington, D. C

Dear Sir:

We have recommended to the Board of Governors
of the Federal Reserve System that the Placer County Bank,
Auburn, California, be admitted to Federal Reserve member-
. ship. We unqueaelifiedly recommend that it be granted a
license and that such license be delivered by us to the
Placer County Bank upon admission to membership without
the formality of filing an application. We await your reply.

Very truly yours,

{signed)

Ira Clerk

[ Read over the phone by Clarence Smith, »ssistant National
Bank Examiner.)

-

W‘pm ! e, Qoihr Ca..ﬁ{\. e b
) s

X <
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Under present practice new State member danke are roguired :
to be licenmed by the Sseretary of the Treasury. ¥hile mot entirely .
elear, the authority of the Seeretary of the Treasury in requiring G

that licenses bhe issued to State member basks is probably derived X ‘Aa
from the Exceudive Order of Mareh 10, 1933F 1In MQMMH”IW R
raised this gquestion imformally with Mr. Sherdopdy, an attorney in ktagagn A
the geberal counsel’s office of the Treasury. At that time he imti-~ 7[7—5[3?‘
mated that the staff of the Treasury had sonsidered eliminatisng the R
requirement of licensing membder denks dDut stated, that in view of '
the present imtermatiopal situatiom, it would be unfortusate to raise

any quostion as t0 the right of the Sesretary of the Treasury to re~

quire liisenses for State danks upon admission to membership in the

System.

The prasties of liosnsing new State pemder banks originsted
as follows:

In May 13932 a FPederasl Reserve bank inquired of the Seerstary
of the Treasury whether a State bamk, whiek has beea authorized by
Ssate authorities to perform any and all of its usual damkimg funetions,
sxoept as otherwise hibited, aml whish is later admitted to member-
ship im the Yederal Zeserve System, is required to scoure a lleense
from the Seerstary of the Treasury authorizisg it to comtioue performance
of sush funstions. The Treasury reoplied as follows:

*State bank upon admission to membership ian Federal
Reserve Systen must secure license from the Seeretary of
Treasury to perform all ususl and pormal demking funetions
sxaept as otherwise probibited. Unierstand Federal Reserve
Poard only admitting to membership suck bazks sble to
opsrate without restriction. License will de issued upon
your reocuzendation.”

A oopy of this reply was furnisked to the Board whieh in turn
transaitted it to all Pederal Rescrve danks {Tranms. 18.4, Mey 24, 1533).
The Board's correspondenss im sonnegtiom with this polint appears to bave
been lost.

The proeedure for licensing new State membsr beanks by the
Seeretary of the Treaswry is as folliows: After a State bank mukes ap~
plication fear memberskip im the System the Federal Reserve dank either
writes or wires 1o ths Sesrstary of the Treasury recommeniing that e
lioenss be issuesd t0 the bank in question whem it bas been admitted to
nendership. This telegramx or letter is referred tc am Assistant Chief
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‘National Bank Exsminer in the office of the Comptroller cf the Currency
where a letter is prepared for the signature of the Acting Secretary of
the Treasury addressed to the Federal Reserve bank directing such bdank

to issue a license to the bank in question "if and when all conditions

of mexbership have besn completed and the bank has been admitted to the
Foderal Reserve System.”

®The ¥xecutive Order of March 10, 1953 reeds in part as follows:

"By virtue of the authority vested in me by section
5{b} of the Act of October 6, 1917 (40 Stat. L., 41ll1) as
amended by the Act of March 9, 1933, and by section 4 of
the 8aid Act of March 9, 1933, and by virtue of all other
authority veated in me, I hereby issue the following Execu-
tive order.

"fhe Seoretary of the Treasury is authorized and em-
powered under such regulations as he may prescribe to permit
any member bank of the Federal Reserve System and any other
banking institution organized under the laws of the United
States to perform any or all of their usual banking functions,
except as otherwise prohibited.

* * * *

®All banks which are members of the Yederal Reserve
System, desiring to reopen for the performance of all usual
and normal banking functions, except as otherwise prohibiied,
shall apply for & license therefor to the Sscretary of the
Treasury. Such application shall be filed imnediately through
the Yederal reserve banks. The Federal reserve bank shall
then transmit such applications to the Secretary of the
Treasury. Licenses will be issued by the FYederal reserve
bank upon approval of the Secretary of the Treasury. The
¥ederal reserve banks are hereby designsted a3z agents of the
Secretary of the Treasury for the receiving of apnlication
and the issuauce of licenses in his behalf and upon his in-
structions.”

Section 4 of the Act of Masrch 9, 1933 provides in part as fol-
lows:

*"In order to provide for the safer ani nore effective
operation of the National Banking System and the Pederal Re-
serve System, to preserve for the people the full benefits of
the currency provided for by the Congress through the Netional
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Banking System and the Federal Reserve Sysiem, and to re-
lisve interstate cozmmerce of the Durdems and obsiructious
resultiag from the receipt op ax unsound or unsafe basis
of deposits sudject to withdrswsl by check, during sueh
smeTgeney period as the Pr“mm of the United States
by proclamation may prescribe, no member dbank of the
Yeodersl Eeserve System shall transact any dbanking busi-
nass exsept to such extsat and sudjesct to sueh reguls-
tions, limitetions and restrictions as mey be preseribed
by the Beoretary of the Treasury, with the approval of
the Presidens.”

The doubt as to the suthority of the Seecretary of the Treasury
to requirs such licenses is based upon the faot that be bas not issued
axy regulstions on the subjest "with the approwval of the President?.
This, however, ocould bs done 17 it was anticipeted that his emthority
would be drewn in question in connection with a prospective cass.
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Jemmary 17, 1940

The Filss Comversation with Mr, Charles
W. Cellims re lisensing of
Mr., Wystt, Geasral Cowmsel Ftate meaber daxks, e
Oy
!//7?5”0

Nr, Charles %, Cellins, Nashkingten legal repressstative of She o
Bamit of Amsyion ¥e T. & 3. 4., of San Prassisee, Califernia, ealled me :

(1 a4 mot peimt ewt to Mr. Collims that a nesmsnber Lmneured
bank dess net need to have a liessse, hosamss he night hawe senstrued
i1t s a suggestien that the bank sheuld reerganise a» a Demsuber bamk,

Farthermecs, I uapuun; MM 'mb-m"
%ﬂ{ u et fu(fmi ! H Mﬁ‘
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to cbtain lisenses amd 1 felt that he eught ts be able te reash his o
omludmnntluunhn-mimiﬂ abeut nemmember lansured
benis. )
Nr. Colline them wamted te kmow the exaet meshanisal steps by

1
¥

whieh a licemse is issned and whether the Deard’'s regulsti or
ticms of mesbership reguire mewly admitted Jtate benks te obtaia lioemses.

1 di2 wot have the detaile at my fliagertips, but ceaferred with
Mr, ¥imgfield and ocalled Mr, Cellims back and advised him as follews;

Theare is nothing in the Hoard's regulatiems eor conditiens of mem~
bership requiring State mexber baaks te shtaia lieenses; but the Besrd has
i1seued gemernl imstruetions to the Federsl iKsserve deanks under whieh they
do net issus Fedaral ksserve bank steek te mowly admitted State denks um-
€1l sueh bemks have ocbtained licenses. 1 teld him that, sfter the Eoceard
has appreved a bank fer membership, the Federal Heserve bsak telegraphs
the Seeretary of the Tresasury recommnding that a license be isswed te
the bank, and ths Sesretary somis the Federsl Heserve Lank s telegraphie

reply suthoarizing it te issue a lisenss to the bamk, as agext for the
Seervtary of the Tressury. The Federal Heserve baak will met iseme the
Federsl Reserve bank stock umtil the issvanes of the lisemss has beem
swtherised,

I teld Mr. Collims that the Pederal Leserve banks have no
blanket authority te igsue such llieemses as agents for the Seeretary of
the Treasury but iesue them caly wpea speeific autherissation by the Seere-
Aary im essk individual ease.

Mr. Cellims them semmsated, "That sows it wp completely”.
Mre Collins bad requested a eepy «f Regulstiem E in its latest

revised fermn smd, after arrenging for him to semd to this efflee Sor a
sopy, the comversatism was termimsted.

alter Wyakt,
Gemsral Counsel.

W robe
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C'D IN FILES SECTION
LICENSING POWER OF SECRFTARY OF THE TREASURY |- ;
OVIR A NFW STATE MFMBFR BANK SEP181942 ...
. 470,
Presidential Proelamation of Mareh 6, 193 ."7—7\@ The power gl

of the Secretary of the Preaswry to license member banks originated
with the President's Bank Holiday Proclamation of March 6, 1933,

which was issued under section 5(b) of the Aet of October 6, 1917, and
which, after proclaiming a four-day bank holiday, provided in part as

follows:
OO YAt~ 107 ) 0

"During such holiday, excepting as hereinafter provided, O
no such banking institution or branch shall pay out, export, '
earmark, or permit the withdrawel or transfer in any mammer
or by any device whatsoever, of amy gold or silver coin or
- bullion or curreney or take any other action which might

facilitate the hoarding thereof; nor shall amy such banking
institution or braneh pay out deposits, mske loans or dis-
counts, deal in foreign exchange, transfer credits from the
United States to any place abroad, or transact any other
banking business whatsoever.

"During sueh holiday, the Secretary of the Treasury,
with the approval of the President and under such regula-
tions as he may prescribe, is authorized and empowered (a)
to permit any or all of such banking institutions to per-.
form any or all of the usual banking functions,..."

Emergency Banking Act of March 9, 1933, — The Act of

March 9, 1933 approved and confirmed this Proclamation and amended
the statutory provision under which it was issued. Section 4 of the
Act of March 9, 1933, provided in part:

"In order to provide for the safer and more ef-
fective operation of the National Banking System and
the Federal Remerve System, to preserve for the people
the full benefits of the currency provided for by the
Congress through the National Banking System and the
Federal Reserve System, and to relieve interstate com—
merce of the burdens and obstiruetions resulting from
the receipt on an unsound or unsafe basis of deposits
subjeet to withdrawal by check, duwring such emergency
period as the President of the United States by proclama-—
tion may prescribe, no member bamk of the Federal Reserve
System shall transact any banking business except to such
extent and subjest to such regulations, limitations and
restrictions as may be preseribed by the Secretary of the
Preasury, with the approval of the Presidenmtes.."

Fitacofoy ple 8
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Presidential Proclamation of March 9, 1953. - On March 9,
1933, after passage of the Emergency Banking Act, the President issued
a Proclamation continuing the Proclamation of March 6 in effect until
further notice. The relevant provision of the Proclamation was as

follows:

... 8ll the terms and provisions of said Proclamation
of March 6, 1933, and the regulations and orders issued there-
under are hereby continued in full force and effect until
further proclamation by the President.”

Executive Order of March 10, 1933. - On March 10, 1933, the

President issued an executive order which specifically stated that it
was based on section 5(b) of the Act of October 6, 1917 as amended by

_ 7 the Act of March 9, 1933, and on section 4 of the Act of March 9, 1933,
in addition to all other authority vested in the President. The other
relevant provisions of the Executive Order were as follows:

"Phe Secretary of the Treasury is authorized and em-~
powered under such regulations as he may prescribe to per-
mit any member bank of the Federal Reserve System and any
other banking institution orgenized under the laws of the
United States, to perform any or all of their usual bank~
ing functions, except as otherwise prohibited.

"The appropriate authority having immediate super-
vision of banking institutions in each State or any place
subjeet to the jurisdiction of the United States is author-
ized and empowered under such regulations as such authority
may prescribe to permit any banking institution in such
State or place, other than banking institutions covered by
the foregolng paragraph, to perform any or all of their
usual banking functions, except as otherwise prohibited.

A1l banks which are members of the Federal Reserve
System, desiring to reopen for the performance of all usual
and normal banking functions, except as otherwise prohibited,
shall apply for a license therefor to the Secretary of the
Treasury. Such application shall be filed immediately
through the Federal Reserve Banks. The Federal Reserve Bank
shall then transmit such applications to the Secretary of the
Treasury. Licenses will be issued by the Federal Reserve
Bank upon approval of the Secretary of the Treasury. The
Federal Reserve Banks are hereby designated as agents of the
Secretary of the Treasury for the receiving of application
and the issuance of licenses in his behalf and upon his in-
structions.®
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Status of State bank entering the Federal Reserve System. —
From a review of the material quoted above it will be seen that the
reopening of any State member bank is speecifically covered and, under
the Executive Order of March 10, 1933, such reopening requires a
license from the Secretary of the Treasury. The situation with re-~
spect to a State bank that wishes to enter the Federal Reserve System,
however, is not as c¢lear. Is it required to obtain a license from
the Secretary of the Treasury? '

Member banks "desiring to reopen”. - The provision of the
Executive Order of March 10, 1933, that specifically refers to licenses
is equally specific in referring only to member banks "desiring to
reopen', Since a State bank that wishes to enter the System does not
"desire to reopen®™, it can well be argued that it requires no license.
In further support of such a conelusion it could be argued that such
a result would accord with the general purposes behind the bank holi-
day and the related proclamations and executive orders.

Other provisions related to question., — It must be noted,
however, that the paragraph regarding banks "desiring to reopen® is
not the only one that must be consulted here.

It will be seen that the Proclamation of March 6, 1933,
which was continued in effect by the Proclamation of March 9, 1933, and
which is still in effect, contains a flat prohibition against any bank
carrying on any barnking operations, and this prohibition is subjeet to
the condition that:

"...the Secretary of the Treasury, with the approval of
the President and under such regulations as he may prescribe,
is authorized and empowered {a) to permit any or all of such
banking institubtions to perform any or all of the usual bank-—
ing functions..."

It is to be observed, further, that section 4 of the Emergency
Banking Act of Marech 9, 1933, contains a similar general prohibition, so
far as member banks are concernsd, which is subjeet to relaxation "by
the secretary of the Treaswry, with the approval of the President®.

In view of these prohibitions, it would seem that the member
bank would have to get them relaxed, from some source, before it could
transact business. It may be noted, too, that both section 4 of the
Fmergency Banking Act and the provision under which the bank holiday
proclamations were issued contain eriminal penalties.

The Fxecutive Order of March 10, 1933, may be pointed to as
the authority under which the Secretary of the Treasury, by means of

http://fraser.stlouisfed.org/
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individual licenses, gramts the necessary relaxation of the prohibi-
tions that are contained in the proclamations and in section 4 of the
Imergency Banking Act. In addition to the provision mentioned above
regarding member banks "desiring to reopen", the Executive Order of
March 10 contains a provision that:

"The Secretary of the Treasury is authorized and
empowered under such regulations as he may prescribe to
permit any member bank of the Federal Reserve System and
any other banking institution organized under the laws
of the United States, to perform any or all of their usual
banking functions * * *

Arguments against licensing power of Secretary of Treasury. -
In the light of these provisions (and assuming their continued ef-
fectiveness), it would seem that only three arguments could be of-
fered against the power of the Secretary of the Treasury to license
a new State member bank. One argument might be that if the Seeretary
of the Treasury acts under section 4 of the HWmergency Banking Act his
action is invalid beecause he does not grant the license:

... to such extent and subject to sueh regulations,
limitations and restrictions as may be prescribed by the
Secretary of the Treasury, with the approval of the
PresidentV.

Another argument (and one similar to the first) might be that if the
license is issued directly under the authority given by the Proclama-~
tion of March 6, 1933 (as continued by the Proclamation of March 9,
1933) it is invalid because it is not issued by the Secretary of the
Treasury "with the approval of the President and under such regula-
tions as he may prescribe". The third argument (also similar to the
first) might be that if the Seeretary of the Treasury acts under the
Executive Order of March 10, 1933 the action is invalid because he
does not act "under such regulations as he may preseribel.

Answers to arguments. — In so far as the first and second
arguments depend on lack of approval by the President, they would seem
to be effectively answered by the Executive Order of March 10, 1933,
which certainly seems to grant such approval. It would seem to make
no difference that such approval is granted in general terms rather
than in individual cases.

It is not clear whether the reference in the Proclamation
of March 6, 1933 to "such regulations as he may prescribe" refers to
regulations by the President or by the Secretary of the Treaswy. If
it requires regulations by the President it would seem to be satisfied
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by the Executive Order of March 10, 1933. If it requires regulations
by the Secretary of the Treasury the situation is not quite so clear,
but it probably would be satisfied by a statement which was issued by
the Secretary of the Treasury in response to an inguiry and was set
forth in the Board's telegram of May 24, 1933 (Trans. 1804) to all
Federal Reserve agents. The correspondence relating to this telegram
has been lost, but the quoted advice from the Secretary of the Treaswury
reads in part as follows:

"State bank upon admission to membership in Federal
Reserve System must secure license from the Secretary of
Treasury to perform all usual and normel banking functions
except as otherwise prohibited..."

This statement by the Seeretary of the Treasury also would
- “seem to satisfy any need for regulations under the Executive Order of
Marech 10, 1933.

Of more fundamental importance, however, is the question
whether these various provisions for regulations reguire the issuance
of regulations or merely authorize such issuance. It may be noted that
all the provisions refer to regulations that 'may" be issued. Moreover
it would hardly seem a reasomable construction which would require the
isswance of regulations even though they would serve no useful purpose.
In the circumstances, therefore, it would seem to be the better view
to consider the regulations to be merely permissive rather than mandatory.

Conclusion that Secretary of the Treasury has license power
over new State member bank. — In view of the foregoing it seems proper
to conclude that the Secretary of the Treasury has the power to license
a State bank that is being admitted to the Federal Reserve System.

In addition, it seems important to consider what would be
the result if he did not have such power, If we assume that the bank
holiday proclamations are still in effect, sueh inability of the
Secretary of the Treasury to license a new State member bank would not

N mean that the bank could enter the System without a license. It would
mean that the bank could not ember the System at all,

It will be recalled that upnder the Proclemation of March 6,
1933 (as continued by the Proclametion of March 9, 1933) and seetion 4
of the Emergency Banking Act of March 9, 1933, there is a general prohibi-
tion against any member bank transacting business, and this prohibition
would apply to the bank unless it was relieved by a license from the
-Secretary of the Treasury. This aspect of the question would seem to be
important not only as a practical matter, but also in helping to under-
stand and interpret the relevant proclamstions and executive orders.

Fs/s6
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L

Possible Action by Secretary of the Treasury b

Revocation of license. - The Secretary of the Treasury
could revoke the license which every member bamk is required to ,
have under the Presidentiel proclamations and executive orders /Ajf /»z,,zf;f,///g /ﬂ,
which were issued in connection with the 1933 Bank Holiday and o ,
which are atill in effeect.

Each such license specifieally provides that: "This
license may be revoked in whole or in part by the Secretary of the
Treasury at any time."” The grounds for such revocation are not

- 8pecifically stated, and they apparently would be the general
. grounds of preserving the soundress of the nation's banking and
financial systems, protecting depositors, etc., on which the rele-
vant statutes, proclamations:end exscutive orders are based. It is
not clear whether the licemse could be revoked without giving the
bank a hearing, although it probably would depend upon the circum-
stances.

Refusal to deposit United States funds in bank. - The
Secretary of the Treasury could withdraw all deposits of United
States funds from the bank and refuse to deposit more. This would
mean that all purchases of Govermment securities by the bank would
then have to be made for cash {or by check or draft) rather than by
the method now often used of giving book oredit.

Possible Action by Comptroller of the Curreney

: Appointment of a conservator. - Under section 203 of the
BEmergency Banking Act of March 9, 1933, the Comptroller of the Cur—
rency can appoint a conservator for a national bank "whenever he
shall deam it nescessary in order to eonserve the assets" of the
bank, (This provision is permanent legislation contained in Title
II of the Act, the title that is desigmated the "Bank Conservation

Act.")

Appointment of meceiver., ~ The Comptroller of the Currenecy
can appoint a receiver for a national bank if he is wsatisfied of the
insolveney" of the bank, or if certain speeific facts exist, such as
failure of the bank to pay any outstanding judgment or to dispose of
shares of its own stock, The Comptroller is directed to appoint a
receiver for any national bank whose deposit insurance is terminated;

- “’

fyfﬁ;a, ﬁw»mmwa, Cﬁ’lf.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



N

Reproduced from the Unclassified / Declassified Hold ings of the National Archives

DECLASSIFIED

oF . Authority;l/t 0 (050,

.

as indicated below. Whenever the Comptroller of the Currency appoints
a receiver to liquidate a national bank he must appoint the Federal
Deposit Insurance Corporation as sueh receiver unless adequate provi-
sion has been made for payment of the bank'!s depositorse

Forfeiture of franchise for failure to comply with National
Bank Act. — Under section 93 of Title 12 of the U.S.C.A., the franchise
of a national bank may be forfeited, in a suit brought by the Comptroller
of the Curreney, for failure to eomply with the National Bank Act.

Such a suit is a legal proceeding rather than merely an ad-
ministrative matter and is brought directly by the Comptroller. Under
section 41(16) of Title 28 of the U.S.C.A., the proper place to bring
the suit apparently would be the district where the national bank is
located.

Assessing shareholders to cover capital impairment. = Under
section 5205 of the Revised Statutes the Comptroller of the Currency
can require a national bank to assess its stockholders an amount neces-
sary to make good any impairment of the bank's capital, and if stock~
holders do not pay the assessment thelr shares may be sold at auetion.
(Although the regular double liability on national bank stock has been
repealed, it is understood that the Comptroller's office takes the posi-
tion that the provisions for assessments to cover capital impairment re-—
main in effect.)

Publication of examination report. - Under section 21 of the
Tederal Reserve Act the Comptroller of the Currency can publish the re-
port of his examination of the national bank or of an affiliate if his
suggestions or recommendations are not complied with within 120 days.
Ninety days' notice of publication must be given.

Reguiring bank to charge off items. — Without going so far
as to proceed against the bank for insolvency or even for a capital im-
pairment, the Comptroller of the Currency may direct the bank to charge
off items which he believes to represent losses. There is no specific
statutory provision for such charge-offs except the general prohibition
against a national bank paying dividends in excess of available undivided
profits, and the Comptroller's authority on the subject and his means of
enforeing such authority are not entirely clear. However, in Thomas V.
Taylor (1912) 224 U.S. 73, 82, the United States Supreme Court said that
failure of the bank to make charge-offs when so ordered "is a violation
of the law", and the court held that persons who bought bank stock in
reliance on a statement of the bank that failed to reflect such ordered
charge-offs could recover damages from the directors. Furthermore, if
the Comptroller ordered the bank to charge off certain items as losses
and the bank later published a statement that was contrary to such order,
the officers and directors might be subject tTo criminal penalties for

publishing false statements.
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Possible Action by Board of Govermors of the Federal Resgerve System

Forfeiture of franchise for failure to comply with Federal
Reserve Act. - Under section 2 of the Federal Reserve Act, the franchise
of the natiomal bank could be forfeited in a suit, brought by the Comptroller
at the direction of the Board of Govermors of the Federal Reserve System,
for failure to cémply with the Federal Reserve Act.

It should be noted that the provision provides for a regular
legal proceeding, rather than an administrative hearing, and that the suit
must be in the distriet in whieh the national bank is located.

Removal of officers or directors. — TUpon certification by the
Comptroller of the Currency that an officer or director of the bank has
continued to violate the law or to engage in unsafe or unsound practices
after warning, the Board of Governors may, under section 30 of the Banking
- Act of 1933, remove the officer or director from office. Notice and op-
) portunity for hearing are required, and publicity is specifically forbidden.

Penalties for failure to divorce securities affiliates — If the
bank refuses to terminate an affiliation with a securities company, the
Board of Governors may, under section 20 of the Banking Act of 1933, assess
a pepalty of $1,000 a day, recoverable by the Reserve bank of the distriet,
for each day of violetion. The Reserve bank may collect the penalty by
suit or otherwise, and presumsbly could charge the bankt's acecount. If
violation continues for six months after warning by the Board, the bank's
franchise may be forfeited in the manner previously described.

Revocation of holding company's voting permit. = If the hold-
ing company affiliate of a national bank violates the Banking Act of 1933
or the agreement which it entered in order to obtain a voting permit, the
Board of Governors may revoke the voting permit, under section 5144 of the
Revised Statutes, after giving the holding company notice and an opportunity
to be heard.

After such a revocation, no national bank controlled by the
holding company may receive Government deposits or pay any dividends on
stock controlled by the holding company. The franchise of all national
banks so-controlled may,-in the discretion of the Board of Governors, be
forfeited in the manner previously desoribed.

Suspension from Federal Reserve credit facilities, - Under
section 4 of the Federal Reserve Act the Board of Governors could suspend
the pational bank from the use of the credit facilities of the Federal
Reserve System if it finds that "undue use is being made of bark credit
for the speculative carrying of or trading in securities, real estate, or
commodities, or for any other purpose inconsistent with the maintenance of
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sound credit conditions." Reasonable notice and an opportunity for a
hearing are required, (Similar provisions are in sections 1l(m) and
13 of the Pederal Reserve Act.)

Possidble Action by Federal Deposit Insuranee Corporation

Termination of Deposit Insurance. — The Federal Deposit In-
surance Corporation, after giving the Comptroller of the Currency an
opportunity to obtain correction and also allowing a hearing to the bank,
could terminate the deposit insurance of the bark for "comtimed unsafe
or unsound practices" or for violation of law. When the national bank's
insurance is thus terminated, the Comptroller of the Curreney must ap-
point a receiver for the bank, and the receiver must be the Federal De-~
posit Insurance Corporation unless adequate provision has been made for
payment of the bank's depositors.

Possible Action by Reconstruction Finance Corporation

Use of contractual powers. — If the Reconstruction Finance
Corporation owns stock in the bank or has loans to the bank, the Recon—
struction Finance Corporation's contract gives it certain powers which
it might exercise over the bank.

Possible Action by Seourities and Exchange Commission

Action to prevent violation of Regulation Us. = If the bank
violated the Boardts Regulation U, Loans by Banks for the Purpose of
Purchasing or Carrying Stocks Registered on a National Securities Ex~
change, the Securities and Exchange Commission eould investigate the
metter and also could bring suit to enjoin the violation.

Suspension or termination of registration of holding company's
gecurities on exchange. — If a holding company of the bank has securities
registered on a mational securities exchange and files false or misleading
reports with the Securities and Exchange Commission, the Commission may
investigate the matter and may suspend or terminate the registration of
the holding company!s securities on the exchanges. Such investigation
might extend to an investigation of certain matters involving the sub-
sidiary national bank. (If the securitiss of the national bank were
registered on a national securities exchange the Commission's power to
hold investigations and to suspend or terminate the registration of
securities would apply directly to the bank. Fowever, only one bank, the
Corn Exchange Bank Trust Company of New York, has securities registered
on a national securities exchange. The few other bank stocks that are
traded on exchanges are traded under certain exemptions which have been
granted by the Securities and Exchange Commission.) "

* % * * *

Possible Counter-Measures by the Bank

Suit to enjoin action by agencies. — In addition to simply
contesting whatever actions might be brought against it by the super-

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Digitized for FRASER
http://fraser.stlouisfed.org/

DECLASSIFIED

= Authority E D (060'_

-

vising agenclies, the national bank might take the initiative and bring
suits agalnst one or more of the agencies to enjoin such agencies from
carrying out threatened sctions against the bank which are unlawful,
arbitrary or oppressive.

Under sections 41(16) and 110 of Title 28 of the U.S.C.A.,
as interpreted by the United States Supreme Court in First National Bank
v. Williams, (1919) 252 U.S. 504, the proper place for the bank to bring
such a suit to enjoin the Comptroller of the Currency would be the district
where the bamnk is located.

Suits by the bank attempting to enjoin any of the other agencies
probably would have to be brought in the District of Columbia. Certsin
provisions in section 12B(j) of the Federal Reserve Act might raise some
question as to whether the bank could not sue the Federal Deposit Insurance
Corporation in the distriet where the bamk is located, but it is believed
that these provisions would be held to apply only to sults against the
Corporation in its capacity as receiver of a State bark rather than to
suits of the type here involved.

Leaving the National Bank System. — As a means of escaping
action by one or more of the Federal agencies, the bank might convert
into a State bank, and the bank might proceed to do this at the same
time that it was bringing sult against one or more of the Federal
agencies.

Since there is no specific statutory provision for the con-
version of a national bank into a State bank, the usual procedure is
to transfer all the assets and liabilities of the national bank to a
State bank (either one already in existence or one established especially
for the purposs). This would require a meeting of the stockholders of
the national bank.

The effect of the conversion, 8o far as concerns the bank's
relations to the Federal supervisory agencies, would depend on whether
the bark converted into a State member bank, an insured nommember State
bank, or & noninsured State bank. As indicated velow, the Federal De-
posit Insurance Corporation probably could prevent the conversion to a
noninsured State bank. However, the Federal authorities bave very
limited power to prevent the national bank from converting to a State
member bank or insured nommember State bank, and such control as they
do bave is the rather indirect power to prevent the State bank from
being a member of the Federal Reserve System or from having its deposits
insured, rather than the direct power to prevent the bank from leaving
the National Bank Systeme. The effect of each such conversion and the
authority of the Federal agencies in the matter are indicated briefly

below.

Converting to State member bank, -— If the State bank to
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which the assets and liabilities were transferred wished to operate as

a State member bank of the Federal Reserve System, it would be subjectto
thepower of the Secretary of the Treasury to withhold or revoke the
license which all member banks are reguired to have. In addition, the
Board of Governors could refuse to permit the State bank to enter the
Federal Reserve System, or, if the State bank was already a member of the
System, it probably would be subject to a condition of membership which
would require the approval of the Board of Governors before the State
bank could assume the assets and liabilities of the national bank.

- So long as the State bank was a member of the Federal Reserve
System its deposits would be automatieally insured, but the Federal
Depoeit Insurance Corporation, after giving the Board of Governors an
opportunity to correet the matter and also allowing a hearing to the
bank, could terminate the bank's deposit imsurance for "continued unsafe
or unsound prectices® or for violation of law, and such termination would
require the Board of Governors to terminate the bank's membership in the
Federal Reserve System.

Converting to insured nommember State bank. — By transferring
its assets and liabilities to a State bank that was insured, but was not
a mamber of the Federal Reserve System, the national bank could escape
the licensing power of the Secretary of the Treasury, could escape the
powers of the Comptroller (forgetting for the moment his position as a
director of the Federal Deposit Insurance Corporation), and eould escape
the powers of the Board of Governors of the Federal Reserve System.

However, the bank could not become an insured nommember State
bank without obtaining the approval of the Federal Deposit Insurance
Corporation; and if it was slready such an insured bank the Federal
Deposit Insurance Corporation, after giving the State banking authori-
ties an opportunity to correct the matter and slso allowing a hearing to
the bank, could terminate the deposit insurance of the bank for "con-
tinued unsafe or unsound practices®™ or for violation of law.

Converting to noninsured State bank. — If the national bank
transferred its assets and liabilities to a State bank that was non-
insured, the bank could escape the licensing power of the Secretary of
the Treasury, and the powers of the Comptroller, the Board of Governors,
and the Federal Deposit Insurance Corporation --- but the Federal
Deposit Insurance Corporation probably could prevent such a transfer.
The power of the Federal Deposit Insurance Corporation to prevent such
a transfer is not entirely clear, but the situvation may be briefly
indicated.

Section 12B(v)(4) of the Federal Reserve Act requires every
jnsured bank to obtain the approval of the Federal Deposit Insurance
Corporation before transferring assets and deposit liabilities to any
noninsured bank. No particular penalty is provided for violation of
this provision other than the general penalty of termimating the
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offending bank's insurance, which, obviously, would not fit the needs

of the case., However, a reading of the entire statute shows an inten-
tion to have insured banks remain subject to insurance assessments and

to certain other responsibilities for two years after their insurance

is terminated. Furthermore, the Federal Deposit Insurance Corporation

is given general power to sue and be sued and is given specific authority
Yo bring suit to recover the insurance assessments that are due by any
insuwred bank.

Accordingly, on reading all these provisions together it
would seem that 1f the national bank attempted to transfer its assets
to a noninsured bank without the approval of the Federal Deposit In-
surance Corporation and thus to escape the two-year period provided by
the statute, the Federal Deposit Insurance Corporation might be able

- t0 collect the assessments from the nationml bank on the theory that no
effective transfer had been made, or it might be able to collect the
assessments from the noninsured bank on the theory that in the circum-
stances if the noninsured bank accepted the assets it took them subject
to the burden of paying the assessments. There would also seem to be
some possibility that the Federal Deposit Insurance Corporation might
be able to maintain a suit to enjoin the national bapk from maeking such
a forbidden transfer of assets and liabilities to a noninsured bank.
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