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Under the present requirements of the Treaswry,
Federel Reserve banks have to obtain authority from the
Secretary of the Treasury for the issuance of a license
to State banks upon admittance to membership in the Federal
Reserve System, Since formal admission to membership has
to be delayed at times until telegraphic or other advice
is received from the Treaswry Department authorizing the
Federal Reserve bank to issue the license, and since the
granting of such authority appears to be largely a matter
of form, I asked Under Secretary Bell whether there was
any objection on the part of the Treaswry to giving the
Federal Reserve banks blenket authority to issue licenses
to existing State banks upon their admission to membership
in the Federal Reserve Systeme I understand that this
matter was referred to Trsasury counsel,

Shortly before his leaving the office for a few
days, Mr. Bell asked Mr. Heffelfinger to tell me that the
Department preferred not to make any changes at this time
in existing procedure, Mr. Heffelfinger stated that Mr,
Bell thought this question might be reopened for consider-
ation at a later date.
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Mre M. Jo Flming, Preaident,
Federal Regerve Bank of Cleveland,
Cleveland, Ohio

Dear Mr. Flemings

We have gone over the form of license
enclosed with your letter of July 20,/and while
we agree with you that the farm is not exactly
what we would suggest if a new one were now being
prepared, we doubt whether, in all the circumstances,
it would be worthwhile to raise any question with
the Treasury Department about it at this time,

It is assumed that the whole question of

licenses will come up for conslideration within the
next two or three years.

Very truly yours,

{Sirned: Chester Morrill

Chester Morrill,
Secretary.

g
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is hereby perm}tted to open on 193! its office(s) in the following s
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1 and to perform its usual banking functions except:

(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, 1934 (an extract from which is printed

hereon)
(2) To the extent limited or prohibited by any executive order of the P%esident
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, Issued by direction of
H. MorceNTHAU, JR., Secretary of the Treasury,

Federal Reserve Bank of New York,

By
\ Date:
Vive /2eside w?
BRepmte oy,

Extract rroM Execurive OrpER oF THE PRESIDENT oF THE UNITED STATES,

or MarcH 10, 1933 as AMENDED BY ProcLAMATION OoF DEcEMBER 30, 1933 anD
Execurive OrpEr oF JANUARY 15, 1934.

““By virtue of the authority vested in me by Section 5 (b) of the Act of October 6, 1917
(40 Stat. L. 411) as amended by the Act of March 9, 1933, and by Section 4 of the said Act of
March 9, 1933, and by virtue of all other authority vested in me, I hereby issue the following

executive order.
W * * * * * * *

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

“‘No permission to any banking institution to perform any banking functloﬁs shall authorize

such institution to pay out any gold coin, gold bullion or gold certificates except as authonzed by a

the Secretary of the Treasury, nor to allow withdrawal of any currency for hoarding. o
h
%3

Subdivision (b) of Section 5 of the Act of October 6, 1917, as amended and Section 4 of the
Act of March 9, 1933, prescribe a penalty of a fine of not more than $10,000 and/or an imprison-
ment for not more than ten years, for violation of the terms of the said sections.

’9{' 7—4” Wﬁ&,h/ M At A rw“&ﬁ. €t Bl rithnse. é&q /Mﬁ
|g|t|zedIorPé(gERﬁ MMT:Q k %%Mﬁ%«(ﬁ}% /&,
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Seme as Cleveland form except that wording of first paragraph ;fw‘»7755_;E’/

below signature reads: _ w/
'k/ft&.tfgu‘ / 6 O ;7 ”:’/’ (’/" g

Extract from Executivé Order of the President of the United States,

issued on Mareh 10, 1933/ as amended by protlamation of December 30,
1933 and executive .order of Vanuary 15, 193L:

By virtue of the authority vested in me by Section 5 (b) of the Act
of August 6, 1917 (LO STAT. L. L11) as amended by the Act of March 9,
1933, and by Section li of the said Act of March 9, 1933, and by virtue
of all authority vested in me I hereby authorize the executive order.

"Until further ordey, (balence same as Cleveland form)

.-

*
Philadelphia form:
Practically same as Cleveland, except that the words "Issued by

direction of H. Morganthau, Jr. " are omitted, and the form reads *

( ) Acting Secretary of
B ' the Treasury
FEDERAL RESERVE BANK OF PHFILADEIPHIA
o By

Governor

The words "amended as aforesaid™ are omitted from the first
line below the signature.

The name of the Secretary of the Treasury is omitted at bottom of
the form.
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July 20, 1939
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r )

Mr. Chester Morrill

~Care of Board of Governors of the

Federal Reserve System
Washington, D. C.

Dear Mr. Morrill:

You will find enclosed a copy of the form of
license which this bank has been issuing sincei}icenses
have been required.

Our supply is very low and as the form, frankly,
is a very poor one, I am wondering whether you would
approach the proper source at thefireasury Department
in the interest of procuring a new form of license.

The form enclosed is accordance with the
telegram of Mar 1933 4 over the neme of W. H.
Woodin, Secretary of the Treasury.

I shall apprecilate your early attention to this.

Yours very sincerely,

IEncl.

ron Es

R. E. Thomapsen
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FEDERAL RESERVE BANK OF CLEVELAND

. LICENSE ::
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_g | ishereby permitted to open on_______________________________________ , 1934, its offices in the following places_______________________________
= . . .
< ‘ and to perform its usual banking functions except:
(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, 1934, (an extract from which is printed hereon) :
(2)—To the extent limited or prohibited by any Executive Order of the President or by regulations of the Secretary of the Treasury.
2 This license may be revoked in whole or in part by the Secretary of the Treasury at any time.
2
S Issued by direction of,
% H. MoRGENTHAU, Jr., Secretary of the Treasury.
c
% FEDERAL RESERVE BANK OF CLEVELAND
=z
£
ks
& By
g {Deputy Governor.
T N
2 Extract from Executive Order of the President of the United States, issued on March 10, 1933, amended as aforesaid: /
= i . /
ﬁ “Until further order, no individual, partnership, association, or corporation, including any banking institution, shall export or otherwise remove
g-g or permit to be withdrawn from the United States or any place subject to the jurisdiction thereof any gold coin, gold bullion, or gold certificates,
- except in accordance with regulations prescribed by or under license issued by the Secretary of the Treasury.
O
2 No permission to ‘any banking ‘institution to perform any banking functions shall authorize such institution to pay out any gold coin, gold
< bullion or gold certificates except as authorized by the Secretary of the Treasury, nor to allow withdrawal of any currency for hoarding.”
c
o Subdivision B of Section 5 of the Act of October 6, 1917, as amended, and Section 4 of the Act of March 9, 1933, prescribe a penalty of a fine
g of not more than $10,000 and/or an imprisonment for not more than ten years, for violation of the terms of the said sections.
S ,
3 H. MORGENTHAU, Jr., ,
5 b Secretary of the Treasury.
-l
4
N" e ———
Digitized for FRASER { , .
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February 8, 1939

Mre Robert S. Parker,

Vice President and Genersl Counsel,
Federal Reserve Bank of Atlanta,
Atlanta, Geopgia.

Dear Bobs

¥y attention has been called to a decision rendered in
November 1938 by the Supreme Court of ifississippi in the ocase of
Anthony v. Bank of #iggins, 184 So. 626, holding that the Presi~
dent's ‘roclemetion o% Yarch 6, 1933, declaring a dbank holiday,
was invaelid.

If you can do so without too much tpouble, I shall appre-
ciate it if you will find out and advise me whether or not any ef-
fort is being mede to take this case to the Supreme Court of the
United States by way of appeal or writ of certiorari.

I believe that the decision on this point is wrong and 1
dislike to see it stand unchallenged, Therefore, if the case 1s
to be taken to the Supreme Court of the United States, I am in-
clined to think that the matter should be brought to the attention
of the Attorney General in order that he may consider the advis-~
ability of filing a brief as amicus curiae supporting the vaelidity
of the President's action.

Assurring you that any information which you ocan give me
regarding the status of this case will be greatly appreclated, and
with all best regards, I am

Cordially yours,

Walter Wyatt,
General Counsel.

A sobe

FILE COPY
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' Z-Dessuber 28, 1938. -
Mr. Wyatt, Gemeral Commsel ' Deelslien re imvalidity of Fresi-
doat's Preclamation dsslaring benking
Nr..Shay, law Clerk holiday. d

Purswant te your request of Nevewber 28, 1938, I Merewith
Wring to your attemtism the ense of int v. Bank of Wigrins
184 Se. 628 (Miss. 1938), whioch was disswseed in s u_ra;!o in the
Amsriesa Baanker fer Neovember 28, 1938.

" The defendant,in the afeoremsntiomed ease,was indedted
to the plaintiff bank em & nete secured by & deed of trust em
eertain realty. After default in paynmt by the defendant, seid
realty was duly advertised fer sale by the trustee em Narek §, 1933,
and purohased dy the bank. Inm this suit, instituted mere tham six
yoars after the dus date of the aferementionsd nete, the dank,
eslaining beth legal and equitable ewnership, preyed fer either &
oansellation of the defendant’s elaim and the sonfirmtion of ite
title, or for a secend fereclosurs in the svemt the sale of Mareh §,
1933, should be held imwalid. The defendant imveked the statute of
1imi tatisns and further centended that the fareelesure of Marek 6,
1933, was invalid beesuse (1) the sale was wade after the bamk had
reeseived notiee of the President's Preclamatien olosinmg all banking
institutiens and prohiviting the transsetion of any demkinmg dusiness,
and (2) besauss the priee paid ot the sale was imadequate.

Ia affirming the deeree beleow msmarding the bank pessessiom,
the eowt Mold that the statute of limitations was net u defense te
the plaintiff’s prayer for samsellation of the defendant's claim and
ommfirmation of title im the plaimtiff.

In depesing of the semtexntien that the sale was invalid
desause in vislatien of the President's Preclamstion of Mareh 6, 1933,
the couwrt said:

"The Dreclamtien of the President was issued under
what he comseived te bo an antherity vested ia him by
virtws of the pravisiens of Ses. 5(b) of the Ast of Comgress
of Octader §, 1917, 40 8tat, 411. This was dene under
Sec. §(b) of the Ast knowm ss the "Trading With She Enewmy
Ast®, limited in Its applicntion te the peried of the
Werld War. Seetiom 96, U.8.C.A., Title 12, pp. 362,383,
The firet proclamatien, ¥e. 2039, fsawd om Narch 6, 1933,
wag fellowed Dy his seeond preclamation, No. 2040, iseued
o Mareh 9, 1933, after the Cengress Mad passed an ast om
that date, being Chap. 1, § 2, 48 Btat. 1, Sec. 95,
Title 12, U.S.C.A., p. 381, granting such autherity, smd
approving whet had been done by the President ia the premises.
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"An historical nots is found on page 361, Title 12,
UsSeCeste, a8 follows: ‘As origirally enacted by Act of
October 6, 1917, c. 106, § 5 (b), 40 Stat. 415, this sec~
tion formed a part of the Trading With The Enemy Aot, whioh
was limited in its application to the World War and there-
fore was omitted from the Code, but printed as an appendix
to Title 50 U.S.C.i. By Aet of Mar, 9, 1933, c¢. 1, § 2,

48 Stat. 1, the seotion was made aprlicable to any war

"or any other period of national smergency declared by

the President,” thus making it gemeral and permsnent legis-
lation.!

"Thus it will be seen that although the banking institutions
of the United Stutes, out of a commendable spirit of co-
operation in & tims of economic orisis, generally obeyed the
Presidential Proclamation of March 6, 1933, there was no
authority in lew for the issuance of such a proclamstion un-
til March 9, 1933, Ve are of the opinion that even though
a stle by a irustee on ¥arch 6, 1933, umnder foreclosure pro=-
ceedings theretofore legully advertised should be considered
as transacting bankin; business, the approvel by the Con=-
gress on lLarch 9, 1933, of the resident's action in closing
the banks would not have the retroactivs effect of rendering
illegal that which ~ad been legally dons on March 8, 1933,"

In conclusion, the court dismissed the defendant's contentiom

based on the inadequacy of the price paid at the foreclosure sale by
pointing out that, as a matter of fast, the bank paid all that the land
was worth; and thet mere inadequacy of price alone, unascompenied by
fraud or wnfair advantage, would not suffice to warrant setting aside
the sale.

Hespectfully,

Jerome V.o Shay,
Law Clerk.

t/ie
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Nr. Szymczak

December 16, 1938

‘MEMORANDUM TO THE MEMBERS OF THE BOARD ONLY

FROM RONALD RANSOM
CONFIDENTIAL

Under date of the 9th I circulated a prelim-
inary draft on a matter that the Board had under
discussion., Comments of the Boerd members were
invited. This memorandum has now been redrafted
with some of the suggestions incorporated. In the
absence of additional suggestions, the Chairman
contemplates submitting it at an early date. Sugges-
tions can elther go to the Chairman or to me. A copy

of the last draft 1s attached.
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Rehabilitation of the American banking system,
which has been brought about since the declaration of the
bank holiday by Presidential proclamation on March 6, 1933,
has been & notable achievement in which both the Congress
ana the Executive can justly take pride. The proclamation
has remained in effect but, in view of national recovery and
of the great improvement in the condition of our banks, I
feel that it would be appropriate to remove the restrictions
of the bank holiday.

In considering the termination of the bank holiday,
I would like to}suggest that the Congress, through appropri-
ate committees or through a joint committee specially named
for that purpose, should undertake a review of Federal banking
statutes and a careful study of our banking system and of
the agencies established by the Federal Government to super-
vise and regulate banking, Such a study will disclose what
additional legislation may be desirable in order to strengthen
still further the banking system, so that it will be as strongly
fortified as possible to meet changing economic conditions
and to meet adequately the credit needs of commerce, agricul-
ture and industry, while orotecting the rights of bank deposi-

tors and the public interest.
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December 8, 1958

NEMORANDOR TO TRE MEMBERZ OF THE BOARD ONLY
FRON RONALD RANSOM

- SORYIDENTIAL

You will recall that it was recoemtly sugrested
that I draft s brief statemsnt on & matter then under
discussion, I ettach for consideration a statement

whieh seems to me to meet the thought that was before
us during the eonferemce in questlon, Your comments
are invited,

FOR FILRAS
A. M. Stone
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Mr. Szymczak

On March 8, 122% a condition of national emergency
required the proclamation of a bank holiday. National recovery,
alded by important remedial banking legislation enacted by
Congress, has improved the condition of American banks, There-
fore 1t seems appropriste at this time to consider whether
the requirements imposed by the declaration of a bank holiday
can now be removed,

I think it desirable to suggest that the Congress,
through appropriate committees or through a joint committee
specially named for that purpose, should now undertake
a careful study of the organic structure of the American
banking system and of the agencies that have been established
by the Federal Government to supervise and regulate banking.
The banking system should at all times be able to withstand
the impact of changing economic conditions. A study by the
Congress will disclose what may be done towards strengthening
the banking system and improving its supervision, so that our
banks may meet adequately the credit needs of commerce, indus-
try and agriculture, while protecting the rights of bank depos-

itors and the public interest.

S s g

Federal Reserve Bank of St. Louis
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Nr. Shay
Mr, Wystt, General Counsel

The Americen Banker for this date carries a story
to the effect that the Supreme Court of Mississippi has held
that the President's Proclamation of March 6, 1933 declaring
a banking holiday was without authority of law.

Please watch for this opinion in the advance sheets
and bring it to my attention when it 18 received.

Very truly yours,

Walter Wyatt,
Genersl Counsel.

¥W3che

GUERAL BOUNSEL'S DFFACky
Distated h’ tEaCER N AIRUAET RIUR

AQM BY carcnrununanonssn

Revinsd M.. AERBRERSIIAIGLOND
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September 30, 1237

Schaller - Chicago

I hereby direct the Federal Reserve Bank of Chicago,
Illinois, acting as my designated agent, to issue a
license in the form heretofore prescribed by me to trans-
act normal bapnking functions to the following named
national bank, charter for which weas issued today by the
Comptroller of the Currency:

The First National Bank of Highland Park,
Highland Park, Illinois.

The above bank is a conversion of The Highland Park
State Bank, Highland Park, Illinois.

4 (Signed) Stephen B. Gibbons

Acting Secretary of the Treasury.
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BOARD OF GOVERNDRS ?9€7(>‘0 :L///?
OF THE ‘MMWNX'QGI?EL o ¢
FEDERAL RESERVE 5YSTEM

WASHINGTON

SOV |

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

August 28&, 1936,

Dear Sir:.

Recommendations to the Secretary of the Treasury with respect
to the licensing of newly admitted State bank members of the Federal Re-~
serve System have been submitted by some of the Federal Reserve banks
over the signature of the Federal Reserve Agent or Assistant Federal Re-
serve Agent and by others over the signature of the President or a Vice
President. In view of the fact that the Bank Examinations fuhction has
already been transferred from the Federal Reserve Agent's supervision
to that of the President at some of the Federal Reserve banks and as it
is contemplated that similar action will socon be taken at the other Re-
serve banks; it is suggested that in the interest of uniformity all rec-
ommendations to the Secretary of the Treasury with respect to the licens-
ing of newly admitted State bank members be made hereafter over the
signature of the President or a Vice President of the Federal Reserve
bank. In so far as the licenses themselves are concerned, it is under-
stood that they are heing signed by the President or a Vice President of

the bank acting on behalf of the Secretary of the Treasury.

Very truly yours,

/%7744\“/4”? ) LoReaton N owdg

Chester Morrill,
Secretary.
TO ALL PRESIDENTS.
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(Copies to be sent to all Federal reserve banks)

August 13, 1936.

Mr. Hugh Leach, President,
Federal Reserve Bank of Richmond,
Richmond, Virginia.
Dear Mr. Leach:
" This refers to the circular dated May 27, 1936, which you
transmitted to the member banks in your district advising of the ad-

mission to membership, on the date of the circular of the

Trust Company of , , , and which also

contained the statement that "in due course license will be issued by
the Secretary of the Treasury as of the date of admission".
The Board's records show that, after the date upon which the

membership of the Trust Company of became

effective, the Acting Secretary of the Treasury authorized the Federal
Reserve bank to issue a license to such bank to transact business as

a member of the Federal Reserve System, and it is understood that

such license was issued as of the date of the bank's admission to mem-
bership. In the circumstances, it is suggested that in any future
case involving similar facts it would be desirable to avoid in any
statement released to the public any expression which indicates that
the State bank was transacting business as a member bank prior to the
date when the Secretary of ﬁhe Treasury authorized the issuance of

the license. In order to avoid any possible question being raised,

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives
‘ DECLASSIFIED
R Authority NND 3002¢,

x-9677
-2 Reg. H-7

it is also suggested that the Federal Reserve bank advise the Secre-
tary of the Treasury of the approval by the Board of an application
of a State bank for admission to membership and submit its recommenda-
tion regarding the issuance of a license sufficiently far in advance
of the effective date of membership to permit the Secretary of the
Treasury to authorize the issuance of the license simultanecously with
- the entrance of the bank into the System.
Very truly yours,
(signed) Chester Morrill

Chester Morrill,
Secretary.
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June 15,41936.

Governor Broderick Special questions raised by
members of the official staffs

Mr. Paulger of the Federal Regserve Banks
of Minneapolis, Chicago and
Cleveland.

In accordance with your request of May 19, 1936, the special questions
raised at gonferences with you of the official staffs of the above banks
have, wherever possible, been followed through to a definite conclusion and
the action taken in connection with each is shown below.

1. Whether a member bank would be required to exhaust its ‘;“H /\/24’?

e paper eligible for borrowing under section 13 before 3 3f iﬁ" 206

being granted accommodatiomns under section 10-B.
(Raised by Chicago and Cleveland.)

In view of the importance of the queation and the fact that there ap-
pears to be uncertainty in the minds of officlals of other Federal reserve
banks regarding the matter, it was deemed advisable to submit the question
to counsel for consideratiom and preparation of a letter whish it is sug-
gested be sent to all Pederal reserve banks. Counsel!'s memorandum on the
subject, together with a draft of the proposed letter, whieh it will be
noted requires agtion by the Board, are attached.

2. Why it was necessary to continue to obtain periodic @”s ‘j /‘jﬁf“f
reports on foreign transactions. It was stated that ' 4&
the necessity for furnishing these reports is fre- 2 #./-¢
quently questioned, particularly by importers and

exporters.
(Raised by Mr. Dawes of Chicago.)

Mr. Gardner, of the Board's Division of Rgsearch and statistics, who
has supervisiom over such reports, has considered the questiom and has
prepared a memorandum thereom, which 1s attached for your information.
You will notice that the reports are made pursuant tp an executive Order
and Treasury regulations thereunder and are mot, therefore, required by
the Board although they are sald to be extremely useful to the Board in
following international movements of capital. Mr. Dawes directs partic~
ular attentiom is his question to the necessity for requiring the reports
of importers, exporiters, and industrial concerns, It appears that such
reports are made only four times a year, which should not involve an undue
amount of labor or trouble. X

The contents of Mr. r's memorandum were explained informally
by Mr. Koppang, of this Divisien, to Assistant Agent Young of Chicago
who stated that Mr. Dawes xad apparently overlooked the fact that the
reports were being mede pursuant to an Executive Order and, furthermore,
that in view of their value to the Board mo further consideration need be

given to thelr possible discodtinuance. Mr. Young was requested to explain

fuff% bio’ 3273
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the matter to Mr. Dawes and to invite him to raise any further questions
on the subject that he might have. Mr. Young suggested that the matter
be dropped as he felt confident that the explanation regarding the need
and use of the reports would satisfy Mr. Dawes completely.

3. Why the reserve banks could not have copies of newly ‘ e
issued regulations in their possession when the regu- #.7 ,: ssssf
lations are released to the Press by the Board of Y {'}
Governors, as it was embarrassing to the reserve banks _
when inquiries were received to have to advise the in- 8
quirers that the reserve banks had nothing official in
their possession pertaining to the information sought.

(Raised by Mr. Pett of Chicago.)

oo

The question here raised was submitted to Secretary's office and
Mr. Carpenter has investigated and prepared a memorandum thereon, which
is attached. It is difficult, in the light of the information contained
in Mr. Carpenter!s memorandum, to determine which of the regulations Mr.
Pett had in mind. In an informal discussion Mr. Young stated that he
believed Mr. Pett was probably thinking of Regulation U, which he recalled
was not received by the Reserve banks until after it had been released by
the Board to the Press. However, Mr, Carpenter has advised that Regulation
U was sent to all Federal reserve banks by wire on May 25, 1936, and was
not released to the Press until May 26, 1936. In any event, it is not be~
lieved there will be any further cause for complaint in this connecti on in
view of Mr. Carpenter'!s statement that, "I have discussed Mr. Pett's comment
with Mr. Thurston and he has agreed that in connecfion with future releases
or amendments thereto no release should be made to the Press until copies
are in the hands of the Federal reserve banks".

Mr. Young promised to pass the above information on to Mr. Pett.
T 4. Why the order requiring the licensing by the Secrstary
of the Treasury of banks admitted to the System had not
been rescinded at least in the case of banks which had
been operating on an unrestricted basis for many years.
1 ‘ (Raised by Mr. Young of Chicago.)

It is understood that the original purpose of the Executive Order
requiring the licensing of member banks was to provide a means of effecting
an orderly opening of sound banks which had been closed as a result of the
President's Proclamation causing the banking holiday. Nevertheless, under
the regulations of the Secretary of the Treasury all State banks are re-
quired to obtain a license from the Secretary of the Treasury in connection
with admission to membership and all newly organized national banks are
also required to obtain such a license. In addition to providing for an
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orderly reopening, the object of requiring banks to be licensed was to
give the Secretary of the Treasury control over the banks, with partic-
ular reference to foreign exchange transactions, the payment or exporta-
tion of gold coin, gold bullion, and gold certificates, and it is no

doubt because of the latter activities that the order requiring the li-
censing of member banks has not been rescinded. It is understood that

the Secretary of the Treasury has in no case refused to issue & license,
upon the recommendation of & Federal reserve bank, to State banks joining
the System, and, while it would appear that the requirement is at present
largely one of routine form, the matter of control, nevertheless, over
the activities referred to may not be without significance. I do not feel
that it would be proper for the Board or any of the Federal reserve banks
to take the initiative in attempting to obtain a cancellation of the Exec-
utive Order at this time, and, in an informal discussion, Mr. Young stated
that he was perfectly willing to drop the matter, that he had, as a

matter of fact, raised the gquestion only because he thought it may have
been overlooked by the Secretary of the Treasury, and that there was
little extra work or effort involved in forwarding the recommendations

in connectlon with the few cases of banks Joining the System.

The question was also referred to Counsel's office, and there is
attached a memorandum dated May 28, 1936, which outlines the history and
apparent purpose of the order, prepared by Mr. Cherry.

g, £
5. Reasons for delays at the Board's offices in acting /széAJ
upon applications for membership.

This question, which was raised by the Federal Reserve Bank of
Cleveland, is phrased as a general question. It is understood, however,
that the question was raised in particular reference to the Geo. D. Harter
Bank, Canton, Ohio, and, to a lesser degree, to the Savings Deposit Bank
and Trust Company, Elyria, Ohio. Each of these cases presented unusual
circumstances, particularly the Geo. D. Harter Bank, which presented a
question of policy. The cases will be discussed more fully later.

During the 11 months! period July 1, 1935 to May 31, 1936 the Board
has acted upon 56 applications for membership.

Four of these cases were held for 50 days or more before approval.
In each case unusual circumstances were presented; two were held for de-
termination of matters of policy, one was held in abeyance pending enact-
ment of legislation which would render it eligible; and one was held pending
developments in a merger program.
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The following summary will show the average time between receipt
and final action on the applications for membership received during the

period.
Average No.
Average No. Average No. of Working
Calendar Days of Working Days Days until
No. Elapsed in this Division _Approval
All cases acted on
7-1-35 to 5-31-36 56 2.4 10. 17.3
Special cases referred
to above 4 70.5 31.1 54.8
Other cases acted on
7-1-35 to 5-31-36 52 18.7 8.4 14.5

In cases of urgency or where there is reason for special consideration
and treatment, the Board and the Staff have cooperated in endeavoring to
expedite an application. In this connection it is noted that the applica-
tion of the Elyria Savings and Trust Company, Elyria, Ohio, was received
on Monday, May 4, 1936, and approved Monday, May 11, 1936, one week later.

The circumstances regarding the application of the two banks to which
it is understood that the Federal Reserve Bank of Cleveland has specific
reference were as follows:

Geo. D. Harter Bank, Application received March 3, 1936
Canton, Ohio Application approved May S5, 1936

The long delay before approval of the application of Geo. D. Harter
Bank was due to the determination of a question of policy regarding

the condition of membership requiring the bank to show separately

the bank's investment in banking house and other real estate carried

in investments and loans. The same question was under consideration

at the time in connection with the request of the Union Trust Company
of Maryland, Baltimore, for modification of a similar condition of
membership. For the reasons set forth in the memorandum dated March 17,
1936, the Division recommsnded that such a condition be not prescribed
in the case of the Geo. D. Harter Bank or in other similar cases, feel-
ing that it is more properly a general condition to be handled through
the call report than a question of a condition of membership in a partic-
ular case.

The matter was discussed informally with Messrs. Broderick, McKee,
Ransom and Morrill. The situation regarding the call report was com-
plicated by reason of the differences in opinion which had delayed the
adoption by the Comptroller of the Currency, the F.D.I1.C., and the
Board, of a revised call report which would be substantially uniform
for the three agencies and which would show such indirect ownership
-of banking house and other real estate.
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Following the discussion referred to, the Division of Bank Operations
was requested to suggest a method of showing the desired information
in the Board's form of call report regardless of whether the Comp-
trollert's form was revised accordingly, and the application of the
Geo. D, Harter Bank and the request of the Union Trust Company of
Maryland for modification of the condition were held in abeyance
pending a study of such procedure.

Mr. Fletcher was advised informally by telephone of the status of

the bank's application and the reason for its being held in abeyance.
He was also advised that in case of urgency we would endeavor to have
the application acted upon but that we would prefer to hold it until
the question of policy was determined. It was suggested that if he
thought it advisable he could inform the bank that the delay in act-
ing upon the application was not due to questions as to the financial
condition of the bank but to a question of policy as to the method of
treating certain accounts. Mr. Fletcher advised that the proposed
procedure would be satisfactory.

Following reference of the question to the Division of Bank Operations,
it seemed impracticable to cover the situnation at the time by modifica-
tion in the form of the Board's call report. Accordingly, the applica-
tion was taken out of suspense and resubmitted with the original recom-
mendation of the Division. At the same time the Division recommended
that the condition of membership of the Union Trust Company of Maryland
regarding publication of reports be canceled. The application of the
Geo: D, Harter Bank for membership was thereupon promptly approved and
the condition of membership applicable to the Union Trust Company of
Maryland canceled.

The Sgvings Deposit Bank and Application received March 27, 1936
Trust Company, Elyria, Ohio Application approved April 28, 1936

This bank was a reorganized bank, and, as freguemtly ia.‘true in such
ciecumstances, the application presented some complications. The
Division had to develop some additional information from Cleveland re-
garding the possibility of a merger of the applicant and another bank
which we heard in Wgshington was under consideration but of which Mr.
Fletcher had not been advised.

The file was held longer than usual in Counsel!s office because of
the fact that, in addition to the usual review, Counsel's office
had to determine whether a corporation organized in connection with
the reorganization of the bank was a holding company affiliate.

It is intended that the question of delay in acting on membership

applications will be discussed informally with Mr. Fletcher of Cleveland
at the first favorable opportunity.
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6. The matter of uniform allocation of expenses on
functional expense reports. (Raised by Minneapolia)

You have indicated a desire to discuss this questioh with Mr. Smead
and me. I shall be glad to do so at any time you may suggest.

7. The Board's reason for permitting the renewal of an
interest-bearing ce#tificate of deposit to be dated
as of the maturity of the original certificate if
renewed within tem days after maturity 'of the originel
certificate. (Raised by Minneapolis.)

This question, as you have indicated, has been disposed of through
the action taken by the Board as outlined in a letter of May 18, 1936,
(X-9592).

I shall, of course, be glad to discuss further with you any of the
questions covered in this memorandum at any time.

SUMMARY OF MEMORANDA ATTACHMENTS

Dated May 25, 1936, by Mr. Vest regarding advances under .:Section 10(b). ﬁjrlﬁit’g )

Dated May 26, 1936, by Mr. Gardner regarding necessity for obtalning.&ugu& NEL A 4
reports on foreign transactions.

Dated May 21, 1936, by Mr. Carpenter regarding press releases on Regu—ﬁ&%ﬁd& 2£ 2
lations.

Dated May 26, 1936, by Mr. Cherry regarding the continued licensing of . MMMW “
banks.

Dated June 16, 1936, By Mr. Koppang regarding telephone conversation Ao /‘.Az Jr7.-3
with Mr. Young of Chicago. /
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Division of Examinations Licensing by the Secretary
6f the Treasury of banks admitted to
Mr. Cherry, Assistant Counsel membership in the Federal Reserve
System,

This refers to Mr. Koppang's memorandum, dated May 21,
1956, requesting this office to give consideration to the following
question raised by Mr. Young, Assistant Federal Reserve Agent at
the Federal Reserve Bank of Chicago, and advise as to whether there
are any steps which may be properly taken in comnection therewith
at this time. The question is as follows:

"Why the order requiring the licensing by the
Secretary of the Treasury of banks admitted to the
System had not been rescinded at least in the case
of banks which had been operating on an unresiricted
basis for many years."

Under the provisions of the proclamation of the President
of March 8, 19353, declaring a bank holiday, it is provided, in part,
as follows:

*During suach holiday, excepting as hereinafter
provided, no such banking institution or branch shall
* % % pay out deposits, meke loans or discounts, deal
in foreign exchange, transfer credits from the United
States to any place abroed, or transact any other
banking business whatsoever.

*Daring such holiday, the Secretary of the
Treasury, with the approval of the President and under
such regulations as he may prescribe, is authorized
and empowered (e) to permit any or all of such banking
institutions to perform any or all of the usual banking
functions #* * %, %

The proclamation of the President, dated March 9, 1933,
contiming in force the bank holiday proclamation of March 8, 1933,
provides that:

*All the terms and provisions of seid proclamation
of March 6, 1953 and the regulations and orders issued
thereunder are hersby contimied in full force and effect
until further proclamation by the President."
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Division of Examinations - 2

By virtue of this proclamation, which has not been revoked or
rescinded, the proclamation of March 8, 1953, declaring a bank
holiday and the regulations and orders issued thereunder are still
in full force and effect. In other words, the bank holiday is
still legally in existence.

Under the provisions of the executive order of the Presi-
dent, dated Maroch 10, 1933, it is provided that:

*The Seoretary of the Treasury is authorized
. and empowered under such regulations as he may pre-
scribe to permit any member bank of the Federal Re-
serve System and any other banking institution or-
ganised under the laws of the United States, to per-
form any or all of their usual banking functions,
except as otherwlse prohibited.

* * * » » *

*"All banks which are members of the Federal Re-
serve System, desiring to reopen for the perforsance
of all usual and normal banking functions, except as
otherwise prohibited, shall apply for a license there-
for to the Sesretary 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 Secre-
tary of the Treasury for the receiving of application and
the issuance of licenses in his behalf and upon his instruc-
tions."

Section 4 of the Emergency Bank Act of March 9, 19585, pro-
vides, in Jart, as follows:

*In order to provide for the safer and more ef-
fective operation of the National Banking System and
the Federal Reserve 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 obstructions resulting from
the receipt on an unsound or unsafe basis of deposits
sabjest to withdrawal by check, during such emergency
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Division of Examinations - 3

period as the President of the United States by
proclamation may prescribe, no member bank of the
Federal Reserve System shall transact any banking
business except to such extent and subject to such
regulations, limitations and restrictions as may be
prescribed by the Secretary of the Treasury, with
the approval of the President.”®

A criminal pemalty is provided for violation of this section of law.

Pursuant to the muthority quoted above, the Secretary of
the Treasury prescribed the following form of license:

- "LICENSE
*The of
is hereby permitted to open on 1983
its offices in the following places

and to perform its usual banking functions excepts
*(1) To the extent prohibited in the executive
order of the President of the United States issued on
March 10, 1953 (an extract from which is printed hereon):
%(2) To the extent limited or prohibited dy any
executive order of the Presidenmt or by regulastions of

the Secretary of the Treasury.
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*"This license may be revoked in whole or in part by
the Secretery of the Treasury at any time,
*Issued by direction of
*W. H. Woodin, Secretary of the Treasury
*Federal Reserve Bank of

By

Governor

The extracts referred to in the license relate to the prohibi-
tion upon the export or removal from the United States of amy gold coin,
gold bullion, or gold certificates; the prohibition against the paying out
of gold coin, gold bullion, or gold certificates; the withdrawal of eany cur-
rency for hoarding; and to engaging in any transaction in foreign exchange.

The above form of license has been amended in order to conform
to subsequent proclamations and executive orders of the President relating
primarily to the withdrawal of gold coin, gold bullion, and gold certifi-
cates and to engaging in transactions in foreign exchange.

While it would seem that the origimal purpose of the license was
a means of effecting the orderly opening of sound banks which had been
closed as & result of the proclamation of the President, the Secretary
of the Treasury nevertheless advised the Board thats

"State bank upon admission to membership in
Federal Reserve System must secure license from the
Secretary of the Treasury to perform all usual and
normal banking functions except as otherwise prohMibited.
Understand Federal Reserve Board only admitting to mem-
bership such banks able to operate without restriction.
License will be issued upon your recommendation.®

The above quetation was contained in a telegram to all Federal
Reserve Agents, dated May 24, 19355 (Trans. 1804, Counsel's Office File
460.5-X). It 1is not known when the Board received this advice from the
Secretary of the Treasury as the Board's files and correspondence in con-
nection with this point appear to have been lost.

It is also understood that newly organized netional banks and
State banks converting into national banks are also required to obtain
a license from the Secretary of the Treasury before they may lawfully
do business.
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It seems apparent from the foregoing that the object of
a license was first, to effect the orderly reopening of banks which
were closed during the bank holiday, and second, to give the Secre-
tary of the Treasury control over sach banks with particular reference
to foreign exchange transactions, the peying out or exporting of gold
coin, gold bullion, and gold certificates, and the withdrawal of cur-
rency for hoarding, and it is probably for this reason that the licens-
ing by the Secretary of the Treasury of banks admitted to the System
has not been rescinded even in the case of banks which had been operat-
ing on an unrestricted basis for many years. Control over the matters
Just referred to is maintained under the right of the Secretary of
the Treasury to revoke a license.

Upon inquiry, I have learned that the Secretary of the
Treasury has in no case refused to issue a license to a newly or-
ganised mational bank or a State bank being admitted to membership
in the Federal Reserve Systeam upon recommendation of the Comptroller
of the Currency or the Board.

In the event it should be determined to take steps to re-
scind the order requiring the licemsing by the Searetary of the Treasury
of banks admitted to the System, it would seem appropriate to first
take the matter up with the Secretary of the Treasury, and, if he is
agreeable to the proposition, it is believed that he is the proper
person to advise the President that the proper proclamations and
executive orders should be modified asccordingly. It is not believed
that the Secretary of the Treasury has any interest in the normal
banking activities of the banks of the matiom, but his interest lies
primarily in effecting an enforcement of the provisions of law and
the proclamations and executive orders of the President relating to
the withdrawal of gold coin, gold bullion, and gold certificates,
transactions in foreign exchange, and the withdrawal of curreney for
hoarding. Since the danks are no longer in possession of gold coin,
gold bullion, and gold certificates as the result of the provisions
of the Gold Reserve Act, and since there is little likelilwod of cur-
rency being withdrawn for hoarding, and in view of the foreign ex-
change position of the United States, it may be that the Secretary of
the Treasury would be willing to recommend to the President that
licenses be no longer required for banks being admitted to membership
in the Federal Reserve System. '

Note: If the Board decldes to take
this matter up with the Secretary
of the Treasury, it is suggested
that, before doing so formally, Alfred K. Cherry,
a representative or representa- Assistant Counsel.
tives of the Board discuss the
matter informally with the appropriate person or persons in the

Dog:rtlent in order to avoid a ssible misunderstand-
an as zo the Board's position in the unztgg and in order to de-
termine whether or not there is any objection from the Treasury
standpoint to terminating the licensing of member banks.
B. K. W,
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«m ¥. R. 131
BOARD OF GOVERNORS
‘C OPY FEDERAL ROEFS?REVE SYSTEM

Office Correspondence Date Mg 21, 1636
To Mr. Wingfield Subject:.. .

From ____ _Mr. Koppang _— -_

Mr. Panlger has received a memorandum from Mr. Broderick
in.which he refers to certain questions raised by officers of three
of the Federal reserve banks in connection with recent conferences he
held with the officiel staeffs of such banks, and has requested that,
if possible, the various questions raised be followed through to a
definite conclusion. The following question was raised by Mr. Young
at Chicago:

"Why the order requiring the licensing by the

Secretary of the Treasury of banks admitted to
the System had not been rescinded at least in

the case of banks which had been operating on

an unrestricted basis for many years.®

It will be appreciated if you will give consideration to the
question raised by Mr. Young and advise whether there are any steps
which mey properly be taken in connection therewith at this time.

In handing Mr. Paulger a memorandum to Mr. Wyatt regarding
another question raised, Mr. Broderick stated:

"There is also attached a memorandum addressed
to Mr. Wyatt with reference to one of the ques-

tions raised. I &am not sending it to him direct,
believing it will be better to have all the

questions cleared through you."

L
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8 FEDERAL RESERVE 9
Office Correspon cnce ate_October 11, 1985,
To___Files Subject: Miners Bank and Trust Company,
From_Mr. Koppang _ . —  Lykens, Pennaylvenia.
/ r . ore --16—883
/‘)}/h,-‘ ”“’VM*‘W ///mfr,( e

diie
The "Narratell" wire received today on this bank from Philadelphi( tates® /¢!

"membership is to be effective October 14, 1935". I called Mr. Hill at /| &
Philadelphia and asked for an explanation of the reasons for this method of
hendling and whether the Federsl Reserve Bank stock was actually being issued

as of today. I was advised that the Secretary of the Treasury had not as yet
licensed the bank as a member and for this reason, although the funds in payment
of the stock had been received, the issuance of the stock would not be made
untii the Secretary's license had been obtained which he expected would be not
later than October 14. I was told that the Federal Reserve Bank stock had not
as yet been actually issued and that the funds received in payment thereof were
being carried by the Reserve bank in suspense account. I explained to Mr. Hill
that this procedure was a little unususl in view of the wording of the code

word "Narratell" that bank "has today made required payment on account of sub-
scription to stock of this bank"™. Mr. Hill stated that he now recognized that
the matter had not been handled correctly and that we should disregard the
telegram, and that a subsequent "Narratell" wire would be sent the Board when
the bank had been licensed and when payment for the Federal Reserve Bank stock

had been accepted and the stock iasued.

:\,f/ ;:jx!
"/7&;

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




I Reproduced from the Unclassified / Declassified Holdings of thé National Archives

. DECLASSIFIED
. LE o Authority NND 3002¢,

230 SOUTH LASALLE STREET

N FEDERAL RESERVE BANK OF CHICAG
'\'\w Jf/é«*’

OFFICE OF THE
CHAIRMAN OF THE BOARD AND October 4, 1933 v
FEDERAL RESERVE AGENT

Federal Reserve Board

f Washington, D. C.

b
i

Gentlemen:

g For your information, I am enclosing copy of 2 letter received
| - today from Mr. Nicholas H. Noyes, Secretary and Treasurer of Eli Lilly end
j Company, Indianapolis, who is also a director in this bank.

$‘ I recognize that his suggestion is not feasible, but it does

bear greatly on the question which we have discussed so many times of
coordination of the various activities in order that these important
matters may 1 be expedlﬁed. . T ——

‘| T e st s 2

| I have heretofore expressed to some of you the hope that the

5 R. F. G. in its present activities relative to preferred stock partici-
‘ pation in the various banks, would avail itself of the information which
we have. We are, of course, familiar not only with the banksbut with
the management and with the communities, and if the R. F. C. sends a man
in there, cold, to judge of its participation, as has been the case
sometimes heretofore, I am afraid that mistakes may be made and at least
information and assistance which we could have given them will not be
taken into account, and this may result in sgle serious delays.
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COPY

ELI LILLY AND COMPANY
INDIANAPOLIS, U.S.A.

October 2, 1933
Dioctated Sept.29th

Mr, Eugene M. Stevens, Chairmen
Federal Reserve Bank of Chiocago
Chicago, Illinois

Dear Mr, Stevens:

There is a strong feeling here smong some of our better bankers
that the re-opening of closed banks and similar matters could

be handled mmoh better and more expeditiously if it were ex-
clusively under the direction and authority of the Federal Reserve
Bank of the district in which the individuel banks are located.

The gentlemen with whom I talked seem to think that with the
Comptroller of the Curremcy and the R, F. C. otc. having a finger
in the matter, politiocal pressure at Washington is bound to be
brought in a good many cases, It is also felt that Washington
cannot be anywhere mear as closely in touch with these local
situations and does not know the strength of these local banks
as the Federal Reserve Barnk of the district or the Chairman of
the Federal Reserve Bank of the district would, I am becoming
a little concerned over the substantial mmber of banks which
seem to be closing up now but which were opened last March or
later as "safe® banks,

I sm sending this on to you simply as a pertinent ocomment of some
of our more responsible bankers. If you think this oriticism is
sound perhaps some adjustment of the errangement that has been
prevailing will speed up the opening of such banks as can be put
in oconditien promptly.

With kind regards, I am

Sincerely yours

NEN:EJ (Signed) N. H. Noyes.

Federal Reserve Bank of St. Louis
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1 No. 181 ! ekpenat Resinve ér %a
ffice CO espon /eilce Datew

‘ To ¥r. lorrill - Mr. Martin Subject: -
Fifom Mr, Leonard o d 7/1£
: 7

ero 16—852
3

: . é&ms, Federal Reserve Agent at Cleveland, telephoned
. For CJRGCI

Gov. Black ...-.y. today. ta.85y that they had scheduled meetings beginning today, Tuesday,
Mr. Hamlin-dZ z

Aogust” '229.3 with representatives or the directors of all of the banks

rAmpnan “.J

—

Ha-“egee-x ...... szhich..vare.amergency cases, asking them to come into the reserve bank

\/
j/order that the reserve bank might obtain first hand information as

Mr. O'Connor.

Mr. Morril / Thqé:}fectors of one bank with whom they had conferred had gone

M"W/ " home =md were to report within a week how the $300, 000 of necessary

/ eapital runds could be raised. This was a national bank and the emergency :

Mr. Pau‘ger

::' Zm”d @z‘}nﬂuﬂe other national benks as well as State member banks.

r. Goldenweiser . AN2LerY. ... ...

Me. MP T-...Mr, Williams stated that he did not want to take any firm position

Vlaase note - initial

.abeut recommendations in these cases until every resource had been ex-

| ’7 | f[L hausted.
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;:5{ ?ﬁ?ﬁ}it_ RESERVE BANK OF CHICAGO  (\ '
& /‘ }{_&# 230 SOUTH LA SALLE STREET }(
W

: ﬁ N . . # = i
?ff ’7 0 é#if%}
/ |

p B
! \J J{)ch OF THE
HAIRMAN OF THE BOARD AND

FEDERAL RESERVE AGENT

August 21, 1933

Federal Reserve Board

R SN

Washington, D. C.
Mr. Morrill

Gentlemen:

)

Thank you very much for yours of the eighteenth with
reference to the license form which was prescribed by the Tresasury
Department. Of course, we followed that form in the actual issuance
of the licenses here, but I have always felt, as I think you do, that
the Treasury at that time did not consider this to be a definitive
action and conferring of authority in any particular office. L am
quite sure that if the Treasury had considered the relationships and
the policy and procedure in the Federal Reserve banks, in this
connection, to the extent of determining definitely where the
authority should lie, they would probably have acted differently.

Again thanking you, I am

Very t

Federal Reserve Agent

Y "’ﬁ ";\
EMS HH _ J N Y
- g
/ © P 5o “
L gl
s e
i N F B
W LI q‘ %OARD .
o e RN
(Y ,*'--f“‘ ,*/\\'\mlm ~ z /=2
— ’ h-\,‘\\‘ ""z .
4 _— 2 2N
: w oo D 2 B
] ol /5 -5
R vl 20T e ‘
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August 18, 1933

Mr, Eugene M, Stevens,

Federal Reserve Agent,

Federal Reserve Dank of Chieago,
Chicago, Illinois.

Dear Mr, Stevens:

In conneotion with the question whioh arose dur-
ing the meeting of the Federal Reserve Agents with respect
to the prosedure of the Treasury Department in communiocat-
ing with the Federal reserve banks in regard to the issuing
of licenses to member banks to reopen, I have obtained a'
copy of the confidential ciroular addressed by the Seore-
tary of the Treasury tc the Governors of =zl)l Federz)l Resurve
Banks on March 12, from whiech you will note that the fomm
of licenses to be issued provides for signature by the
Governor of the Federal Reserve Bank, I think this will

explain why the Treasury in most instances appears to have

been communisating with the Governor of each Federal Re-~

serve Bank,
Very truly yours,
(Signed) Chester Morrill
Seeretary,
Inclosure,

CM-w

e
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EDERAL RESERVE BANK OF CH’ICW%:a
230 SOUTH LASALLE STREET - ‘ : > v&»"
if’;jgf, . V/

August 8, 1933 ’

OFFICE OF THE
CHAIRMAN OF THE BOARD AND
FEDERAL RESERVE AGENT

Federal Reserve Board

Washington, D. C.

Gentlemen:

Referring to your letter of July lli asking for our Attorney's

opinbn on the statute of the Stste of Michigan under which the Pinney State

b 77

banks - as I have already advised you, our Counsel, who was handling this
matter, has been out of the city and only returned this week. I am enclos-
ing, herewith, copy of an opinion received from him today, which I trust

will answer your inguiry. If there are further questions with respect

Chairman

ENS HH
RECEIVED
OFFICE OF GEVERAL Q0GUNSEL
| 73 AUG /01933
. 10.157 \u ol
2 - NUMERN ST — .
o ;
S o
;f';:., 3,,//) -
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Maysr, Meyer, Austrian & Platt
Continental Illinois Banik 1ldge, _
Chicago
August 5, 1938

#re Hugzene M. tevens,

Federal Rgserve Agent,

Federal Keserve Bank of Chiesgo,
Chioago, Illinoise

Dear Mre Stevenss
tis aoknowledge recsipt of your letter of July 13, 1833,

enclosin. a gsopy of a lettar deted July 11, 1933, whish you received
from the Federal Heserve Board relating to the reorganisation of

- stats member benks loocated in the state of Kichigan, under Michigean

Digitized for FRASER

Publio Act Nos 8 of 1932 and Pudblio Aot of illohigen No. 32, of 1633
The writer, who is more or less femillar with this subjeot, wes awny
on this vaoation at the time your letter was received and did not
retwrn until the first of this week, which acoounts for the delay

in answering ite

We are of the opiniom, as we have previously indicated

to you, that the plan of reorgasnisation sdopted by the illchigan
banking authorities acomplies with the applicable provisions of Act

No. 8 of the Mublio Aotz of Miochigan for the yesr 1932 and Aot Noe

32 of the ‘ublio Aots of lMiohigan for the year 1938, Mre 0'Brien,
Attorney (ieneral of the Stste of Miochipen and one of his sssistant
attorney genersls, as well as Mre Levin, of counsel for the Detroit
branch, have also ziven us their opinion that thisz reorganisstion vlan
oomplied with the statutory provisionss

Aots similar to the iliochigen Aots in question have baem
h:1d to be sonstitutional by the Kantuoky Court of Appeals in the
the oase of Dorman ve Dell, 245 Ky., 343 52 5. 5o 2nd 802 (1032)
(followed by the seme ocourt in the cese of iilner v, Gibson, 61
SeWe (2nd) 272, deoided June 6, 1933) and by the Suprems Court of
Florida in MoConville ve Fort Plerco Bank and “rust Coe, 136 SO
582 (1931)e The Florida iLtatute was also applied and approved by
the Suprems Court of Floride in the ocase of BSeoker v, Amos, 141
80e 1363 80 As Ls Re 1480 (1932)e On the other hand, a somswhat
similar Nebreska statute was held unoonstitutional by s Federal
District Court Judge in the oase of Lhams ve Nebraska itate dank
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Mr., William "Miting,
Whiting Paper Cowpany,
Holyocko, Massachusetts,

Dear Sirs
Reference is made te your lether of July 17, 1933 im whish
- you incuire as te the rules governing acgsess to sefe deposit boxee
| in elosed national and Stete bdanks,

The Presidentis]l Froclamation of Mareh 6, 1933, deslaring a l\
bank holiday, authorised the Sesretary ef the Treaswry to issue regu
lations permitting any danking imstitution to perfora amy or ell of
ite usual benkimg funetions. Pursusnt te that autherity, the Geszetary
of the Tressury, under date of Marsh 6, 1933, issusd the folle
regulations: /

*A11 denking institutiens may allow theiy
sustomers free access te the safety deposit
boxes snd safes rented te such sustomers®,

On ¥arch 10, 1933, the President issued an Executive Order
which authorized the State supervising suthorities to preseride regu~
lations governing the operations of banks whieh were not members of
the Fodersl Resarve Cystem, subdjest to esrtain limitetions net here

naterial,
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Br. ¥illiam Whiting —2

Asserdingly, if the bank te which you refer is a member
bank of the Federal Reservae System, the regulation gwoted abdove 1s
applicabtle. Otherviee, the Stats lar and the regulations, if any,
iesued on the sudjeet by the Stats awthorities having supervisioen

of benks, are controlling.

Yery iruly yours,

{Signed) Thester Morril

Chestor Nerrilil,
sesretary,

GHC/sad

E COPY
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/) ED ERAL RESERVE BANK OF cilcpqge YN
£ 230 SOUTH LASALLE STREET 0? 6 A ‘1 if Y! _
S ore® Vg @B 7 74—

\hieee s
L OFFICE OF THE .

AL;/MAN OF THE BOARD AND

\JEDERAL RESERVE AGENT July 20, 1933. Q\“““

Federal Reserve Board,

Washington, D. C.

Gentlemen:

Referring again to yours of July eleventh\asklng for

copy of attorney's opinion With réspect to reorganization of

o state mmmmwimﬁﬂs Kot No. 5b

‘ of The Public Acts of MIGHIFER TS5T The year 1933, and Act No. 8
of the Public Acts of Michigan for the year 1932, our attorney
who has been handling this matter has been out of the eity since
the receipt of your letter. I at once referred the matter to our
counsel's office, and Mr. Carl Meyer advises me today that he
would like to hold up the reply until the return of his associate,
Mr. Dunn, within a few days.

Very truly

/
EMS FC Chairman

S ’I' '~: ,[ ' \'

. \m«e 7, .
i< tE$ A
[(“1es @ )

)
S
Soed
ot

Tan

L
7
BN

SETTERER,
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FEDERAL RESERVE

P ence POAD Date_ July 19, 1933,

Subject: e _

€ro 2—8495

In accordance with the request contained in Mr. Ballantine's letter

of March 24, 1933) I handed to Mr. Harlan, Legislative Assistant to the —————

gt -

Under Secretargwgg‘fkﬂx_ye”Ifrggggiyuimgg July 19, 1933, cbpies of telegrams {as

O—

e s e e i
it

per copies attached) which were sent to the various Federal reserve banks
during the banking crisis in March, 1933, and which were initialed by

officials of the Treasury Department.
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WASEINGION
March 6, 1933,

Toung Fanchar MoDougal Haailton
Boston Cloveiand Chiongo Kanmas Cily
Harrison Seay Martin HoKinney
Hew York Richmond 8t. louis Iallas
Norris Ragk Geoxy Oalkins
Philadelphin Atlanta Minnsapelis San Francisoo

Under authority conferved uwpon him by Presidentts proclamation
mmmxw Ssaretary of Treesury has issued following regu~
h.tln; JUOTE %iny national or State hanking institution may exercise
1%s wouel denking fumotions to such extent as it situation shall permit
and as shall be abgolutely necessary %o meet the neesds of its commmity
for food, medicine, othsr necesnition of life, for the relief of distress,
for the reayment of usual salariss and wages, for necessary current ex-
penditures for the purmose of maintaining smployment, and for other
similar essontial purpossas Provided, however, That (1) Ivery preammtion
sliall be takwn o prevent hoarding or the wmecsssary vithdrawal of cure
rengy; (2) Mo State hanking institution shall emgage in any transaction
wndsy this regiation which is in violation of State or Federal law or of
any regulation $smusd thereunder; (3) No natiomal banking association
shall engage in any transaction wder this section which 4s in violation
of any Federal law or of my order or regulation issued by the OComptroller
of ths Currenay; and (4) No gold or gold ocertifiontss stmll be paid out.
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FLOERAL ROSERVE BOARD
WwASHING DN

ey
&y 2.

Iach banldn: institution and its directors and ofTlcers will be held
strictly accountable for faithful compliance with the sopirit ond pure

pose ag woll as the letter of this regulation.® U UCTE,
Morrill.

Initialed by: .3
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FEDERAL RESERYE BOARD

WASHINGION

March 7, 1933,
Toung Yancher McDougal Hamilton
Bostan Cleveland Chicago Kamsas City
Harrison Seay Martin NoKinney
New York Rahmond 8t. louis Dallas
Norris Black Geery Calkins
Philadslphia Atlanta Mimseapolis San Francisoo

Trans. 162, (mder the authority conferred upon him by the President's
proclamation declaring a bank holiday the Seoretary of ths Treasury bas amtho-
rised the Jederal reserve banks $o make such transfers of credits or fumds from
ons Yederal reserve bank to amother Federal reserve bank or banks through the
Gold Settlement Fund, or otherwise, as the Federal Ressrve Board may perais,
and to engage in such transactions as have been authorised and/or required by
the follewing resclution adopted today by the Yederal Reserve Board: QUOTE
WHEREAS, on the Sth day of MNarch, 1933, ths ratio of total reserves of the
Yederal Rsserve Bank of New York %o its deposit and Federal reserve note
1liabilities combdined was approximately 25.5 per oemt;

WEEREAS, on such date the ratio of total reserves %0 deposit and
TJederal reserve note liabilities comdined of each of the other Yoderal reserve
danks was substantially im excess of such yratio of the Federal heserve Bank
of New York; amd

WHEREAS, it is desirable to equalise the ratio of the total reserves
to deposit and Jederal reserve note liadilities otmbined of the Federal
Teserve banks so far as is consistent with existing conditions;

BOW, THEREFORR, BX IT? RESOLVED by the Federal Heserve Board,
that, pursuant to the power conferred upon it by subsection (b)
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Seny
PELRGRAN

-3

of Section 11 of the Federal Reserve Aot and on the affirmative vote of
Pive manbers of the said Board, the Federal Heserve Zanks of Boslen,
Cleveland, Richmond, Chieago, and St. louis are hersby required to rediscount
not later than the close of usiness on lMarch 8, 1933, for the Federal
Regerve Bank of New Tork discounted paper of the Federal Heserve Bank of New
York in the amount set out below apposite the names of the Federal Heserve
Banks of Boston, Cleveland, Riclmond, Chicago and 3t. louis, respectively,
provided, however, that if any of suoch banks shall purchase obligations of
the United States Government and/or bankers acceptances and/or bills of
exchange frem the FVederal Reserve Bank of New Yosk, any such Federal Reserve
Bank shall be relieved of the requirement %o rediscount for the JFederzl
Bsgerve Bank of New York discownted paper of the Fedoral Heserve Bank of New
York to the extent of the amount of United States Govermmemt obligations
andf/or bankers asoeptances and/or bills of exchange so purchased,

Federal Reserve Rank of Bostom $20,000,000.

Tederal Beserve Banic of Cleveland $50,000,000.

Federal Reserve Bank of Richmend $10,000,000.

Federal Heserve Bank of Chicago  $1850,000,000.

Fedaral Regerve Bank of St. lounis $15,000,000.

All of the above rediscounts shall be made at the rate of 3 1/2 per cent
per amwam.
Any Tederal reserve bank 1s authorized to seil: obligations of the

United States Govermment and/or bankers! acceptances and/or
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TRIZORAM
FRUERAL RESERVE BOARD
VASKINGION

bills of exchange to any other Yederal reserve bank and each Federal reserve
bank is anthorized in any such case to purchase ebligatieas of the United
States Govermment sadfer dankers' acceptances andfor bills of exchange from
othey Federal reserve banks,

Any Jederal reserve bank may make such transfors of credit or
fumds threugh the Gold Settlement Fund, or otherviss, as shall be mecessary
te carry out the transactieas required or suthoriszed by this reesolution.
UNQUOTE,

Mormill
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Soxx.
TELEQRAM

FEDEBAL RESERVE BOARD
¥ASHINGION

March 11, 1933,

Young - Boston Seay -~ Richmond Geery - Mluneapcliis
Harrison & New York Black - Atlanta Hamilton -~ XKansas City
Borris - Fhiladelphia ¥ebougal - (Chiecsage McKinney -~ Imllas
Taacher - Clevsiand Martin - St. louis Calking -~ San Francisco

TRANS, 162]1 The Secreiary of the Treasury instructs the Federal ressrve
banks, until further advised, %o lower the standard of fitwoss on all forms
of currency which they sre peinittna to pay out under the regulations of the
&ex:etm of the Treasury lswusd pursuant to the Froclamation of the President
of ths United States. Only such currency as clearly camnot be used for further
ciroulation purposes should be canmceled and forwarded to lashington for
redemption. The Yederal reserve banks and their branches are also directsd
$o exerciss diseretion in complying with desnominational requests for eurrency,
in the light of thsir ressrve stocks in the various denominations, In making
paymants of surrency, particularly in the larger denominations, the Federal
reserve banks are also directed to keep in mind the Fresident's Proclanatiom,
the Executlive Order, and the Regulations of the Sechwtary of the Treasury with
respect to Ming. This telegram is for the information of t{he Federanl
resorve banks and branches and is not % be given publicity.
DIUGLAS

Assistent Seoretary of Treasury.

Inttialed by: WHN
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TELEGRAM

FEDERAL EESERVE BOARD

WASHINOTON
March €, 1933,

Young, Fancher, Nelougal , Hamilton,
Bosten Cleveland thiecago Kangas Cisy
Barrison, Seay, Martin, MoXinney
New York Richmond 3t. louis Iallas
Norris, Black, Oeery, Calkins,
FPhiladslpkia . Atlanta Nisneapolis San Francisco.

_ Under anthority comferred wpon him by Presideat’s proclamation
declaring dank holiday, Secretary of Treasury has authoriged all Fed-
eral reserve banks and all other banking institutions to make change by
the sxchange of eurrenay and/or coin of warious denominatioms for an
exactly equal amowmt of curremcy amd/er coin of other denominations bdut no
2014 or gold cartificates shall be paid ouk er-used in making chamge.
Text of formal regulatioms will be tramsmitted to you later. Flease ad-
vise all banking institutions in your district as soon as possible.
MORRILL.

Initialed by:
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TELEGRAM
FTRURRAL RESERVE BOARD
VASHINGION
March 6, 1933,
Young, Yaneher Molougal Hamilbom
Bosten Cloveland thicage Kansas City
Harrison Soay Hartin MoKinney
Now York Richmond s, louds Dallas
Norris Rack Geery Calking
Philadelphia Atlanta Mimnsapolis fan Prancisee

Under suthority conferred wpon him by Presideatis
proclsmation declaring dank holiday, Secretary of Treasury has
issesd following regulation : Quote. All banking institulions
sy allow their custemers fres access %o the safety dsposit Doxes
snd safes rentod $o such customers. Mdguote,

Meorrill

Initialed Wi
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FEUREBAL RRSERVE BOARD

WASHINGTON
Mareh 6, 1933,

Young Jancher MeDougal Hamilton
Boston Cleveland Chioago Xansas City
HEarrison Seay Martin HoKinney
How York Richmond 8t. louis Dalias
Forris Mack Goory Calking
Philadslphia - Atlanta Minneapolis San Francisce

~ Under mthority conferred upon him by Presideat's Proclamatioa
declaring bank holiday, Secretary of Treasury has issusd the following
rogulation: ¢quote “all banking institebions may uwpon request return intact
and witheut reatriction all cash, checks, and other itewms delivered
for deposit or collection which were received after the last closing
of business hours and bave not been entered on the books of sush
banking institution.* wmguote,

Morrill

Initialed by:

2egeg

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED
Authority ¥ND 30026

FREOXRAL RESERVE BOARD

WASHINGTON
March 6, 1933,

Youmg, Tanchey, MoDougal, Bamiltom,
Boston Cleveland Chicage Xensas City
Harrison, Seay, Maxdia Haxinney,
Yew York Richmond st, louis Iallas
Xorris, Black Gesry, Calking,
Philadelphia Atlanta Minneapolis Ssn Franciseo

-

Under authority coaferred upon him by President's proclamation
declariag bank boliday, Ssaretaxy of Treasury has issued the following
regulation quote All banking imstitutions may contimne, in acoordance
with vseal practios, %o cash checks drawn on the Tressurer of the United
States, provided that no gold or gold certifteates shall de paid out.

Initialed Wre

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 NND Bod2¢
Souy
TELAGRAM
FEDERAL RRSERVE BOARD
WASHINGYOR
March 6, 1933.
Young, Tancher NoeDougal Hamilton
Boston Cleveland Ghioago Kansas City
Harrison, Seay Martin MeXinney
Now York Richmond 8t. louip Dallas
Korria Black Geerxy Calking
Philadeliphia Atlante Mimneapolis San Franeisoo

Under authority comferred uwpon him by Presidentis proclamation
declaring denk holidsay Secretary of Treasury has issusd the following
regulation quote iny banking institution may acospt paymemts in cash or
any othsr form acoeptable to it on acoownt or in settlement of obligatiens
payabls at or to such institution,

MORRILL
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FEDERAL RESERVE BOARD

WASHIRGTON
March 6, 1933.

Young Fancher McDougal Hamilton
Boston Cleveland Chicago Kansag City
Harrison Seay Kartin McKinney
Kew York Richmond St. Louis Dallas
Norris i Black Gesry Calicing
Philadelphia Atlanta Hinneapolis San Franciseo

Under authority conferred nupon him by FPregident's proclamae
tion declaring bank holiday, Secoretary of Treasury has issued follow-
ing regulation: (uote. Any banking institution may handle and sollect
drafts or other documents in connection with the shipment, transportaw
tion or delivery of food or feed produots, may pay out or psrmit the
withdrawal of such amounts of currency as shall be necessary in the
Judgment of such banking institution in comnection with such shipment,
transpertation or delivery of food or feed products, and may perform
such other banking functions as may be essential to the shipment,
transportation or delivery of food or feed preducts, provided, how-
ever, that no banking institutiom shall pay our or permit the withe
drawal of any gold or gold certificates. Ind Quote.

MORRILL

Initialed by: WHW
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FPEDERAL RESERVE BOARD

WASBINOTON
March 6, 1933,

Youmg Black Hamilton Harrison
Boston Atlanta Kansas City New York
MoDougal MaXinnesy Fancher Martin
Chicage Dallas Cleveland 8. lLouis
Oalkine Seay Geexy Norris

San Franciseco. Richmond Minnsapelis Fhiladelphia

Under authority conferred upon him by President's proclammtion de-
claring bank holiday Secretary of Treasury has issued following regulatioms:
?.‘E,nc;to Deposits heretofore received by any banking institution pursuant teo
agresment or legislative authority providing for segregation and fer
repaynent without restrietion may be paid on desmnd. JAny banking inatitu-
tion nidch was lawfully engaged in the tusiness of receiving deposits prier
to March 6, 1932, may create special trust accounts for the receipt of new
deposits which shall be subjeot to withirasal on demend without amy restriction
or limitation and shall be kept separately in cash or on deposit in TYederal
Reserve Banks or invested in obligations sf the United States. Yedsral
reserve banks may open special actoounts on their books for their mewiber banks
and temporarily for nen-mewber danks and may receive ia such spscial acocomits
the proceeds of new deposits received by such bamking ingtitutions., In
making deposits with the Federal reserve bank pursuant to this regulation
the depositiang bank shall in She oase of each deposit indicate to the
Yoderal reserve bank by aymbol or otherwise that the funds so deposited
represent new deposits made under this regnlatisn, Upon receipt of such
deposits such Federal reserve bank shall credit the same in the special
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TRIBGRAN
FEDIRAL RESERVE BOARD
WASHINGIOK
o

acoount of the depositing bank herein provided for and shall hold the same
solaly for repeyment o such bank, ZFedeoral reserve banks shall permdt the
withdrawal of any part or all of such new deposits by the depositing

dagk without restriction provided that the dspositing bank shall in such
oxder sr request for withdramal indiecats to the Yederal reserve bank

by symbol or otherwise that such withdrawal s to be made frem such special
account; provided however that no danking institution shall pay out or
pormit the withdrawal of amy gold or gold sertificates. Wad quote

MORBILL,
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FRDRRAL RESERVE BOARD
VASEINOICN
w 5. 19%.
Young Fansher MoDougal Hamilton
Boston Cleveland Chicago Xansas City
Harrison Seay Nartin MeXinney
Now -York Riclmond St. Louis Dallas
Xorris Klaock Geery Calking
Philadelphia Atlamta Mimneapolis San Francisce

Under authority cemferved upon him by President's proclamation

declaring bank holiday Secretary of Treasury has issusd following

regulation: "Where settlemsat fer checks charged by drawee

ingtitutions to the drewers' acoounts on itz Dooks on or defore

Maxrch 4, 1933 is imcempleste, sstilement may be completed where

such setilement does not imwolve the payment of monsy or currescy.”
Morrill
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Mareh 6, 1933,
Toang Harrison Norris Fancher
Boston New Yoxrk Philadelphia Cleveland
Seay Black NoDougal Martin
Richmond Atlanta thioago St. Louis
Geery ” Hamilton MoKinney Calking
¥inneapolis Ksnsas City Dallas San Prancisco.

Under the authority conferred upen him by the President's
proclamation of March 6, 1933, declaring a dank holiday the Secrefary
of the Treasury has issued the following regulation: “imy banking
institution may deliver to the person eatitled ihereto properiy
identifisd doouments and securities heid by such institation for
safekeeping.*

Norrill

aitialed Ny:
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FEDERAL RESERVE BOARD

WASHINGTON
March 6, 1933,

Young Harrison Norris Fancher
Boston New York Philadelphia Cleveland
Seay Rlack MoDougal Martin
Rlchmond Atlanta hicago 8%. louis
Gaery Hamilton MoXinney Calkins,
Minneapolis Kansas City Dallas San Franaiseo.

Under ths authority conferred upon the Secretary of the Treamury by
the President's prooclamation of March 6, 1933, declaring a bank holiday, you
are advised that any bdank having a dranch in a foreign ocuntry may deposit
oollateral im the United States to secure advanoces $o such branch in a foreign
oountry, provided sueh transaction does mot involve any tramsfer of credit
from the United States to a foreign country and any bank having a branch in an
insular possession of the United States may deposit United States Governmemt
securities or other collateral for a similar purpose whan under the President's
proclamation advances of loocal currency in the insular possession may lawfully
be xads.

W#ooddn
Secretary of Preasury,
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WASHINGTON
March 7, 1333,
Young - Boston Seay - Richmond Geery - Minmeapolis
Barrison - New York Black - Atlanta Hamilton -~ XKansas City
Forris - Philadelphia- Melougal ~ Chiocago MeXioney - Imllas
Fancher - Cleveland Martin - St. lounis Calking - Sam Fraacisco

TRANS, . Under the anthority conferred upon him by the President's
proclamation ¢f March 6, 1933, declaring a bank holiday, the Secretary of the
Treasury has lssued the following regulations: ¢uote Cleariag house associ-
ations and other assooiations organized to provids aa adequately sscured medium
of Semporary exchange, are heredy permitted to issue vertificates against sound
assets of banking imstitutions, such certificates to de deliverable by each
institution to its creditors and depositors on a prorata basis, provided, how-
ever, that no such certificates shall be issusd before Friday, March 10, 1933,
without the consent of the Secretary of the Treasury addressed to the clearing
house or other assoolation proposing to issus such certificates, and further
provided that this pexmiseion may be revoknd in the event that a Qatlﬂu.l plan
%0 moot the existing emergency is proposed by the Searetary of the Treasury if
in his opinion the wuccess of such plan wonld be incomsistent with the operation
of the certificate plan ungote,

Douglas
Asst, Secretary of the Treasury.

Inttialed by: JHD
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FEDERAL RESERVE BOARD

HASHINOGTON
¥arch 7, 1933,

Young Fancher MoDougal Hamilton
Boston Cleveland Chicago Kansas City
Harrison Seay Hartin McXinney
Bew York Richmond 8t. louis Iallas
Rorris ’ Black Geery Calkins
Philadelphis Atlanta Hinmeapolis S8an Francisco

Under authority conferrod uponm him by Precident's proclamation
delaring bank holiday Seoretary of Treasuxy has issued following
regulation: QUCTE Any bdanking institation lawfully engaged in the
business of scting as trustee, executor, aduinistrator, registirar of
stocks and bonds, transfer agent, guardian of estates, assignee, recsiver,
coumittes of estates of lumatics, or in any other fiduciary ecapacity may
contimue to transact such business in tho normal and usnal manner;
provided that in the conduct of said bueiness, except as may be permitéed
by other regulations of the Secretary of the Treasury, such banking
ingtitution ghall not pay ouk or permit the withdrawal of coin or currency
nor withdraw any trust or fiduciary funds on deposit with any other
department of the bank UNQUOTE,

MORRILL
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FEDERAL RESERVE BOARD

VASHINGTON
March 7, 1933.

Young Tancher MeDougal Hamilton
Boston Cleveland Chicagoe Emsas City
Harrison Seay Martin NeXinney
New York Raohmond 8t. louis Dallas
Norris . Alack Goery Calkins
Philadslphia Atlanta Minneapolis San Yrancisce

Under anthority conferred uwpon hism dy Presideant!s proclamation declaring
bask holiday Sscretary of Treasury has issaed following regulatiom:

JUOTE Joderul reservs banks are authorised to condust their normal amd
usual operations as fisecal agents of the United States in transactions
pertaining to the sxchange sf obligations of the United States, such as
making exchange of denominations, exchanging coupon for registersd

bonds, and vice versa, receiving registered bonds for transfer and effect-
ing C.P.D, transactions, UNJIOTE

Morrill.
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RASHINGION
m 8’ 1933.
Young Fancher MeDougal Hamilton
Boston Cleveland Chicago Kmsas City
Harrison Seay Martia MeXimey
Hew York Ricknond 8¢, louis Dallas
Norris - Rlack Goery Calkins
Philadelphia Atlante Mizneapolis San Framolsco
Trans. ¥o.

Under snthority conferred uwpen him by the Presidant's proclsmation of
March 8, 1933, declaring a bank holiday, Secretary of Treasury has issued
following regulation: QUOTE *fhe pewmission granted in Esgulatioa Fumber
7 that deposits heretofore receiwed by any danking institutton pursuvant $o
agresammt or legislative suthority providing for segregation and repayment
without restriction may bde paid on demand, includes any bank in which any
wuch deposits bave deen redeposited by or om behalf of the receiving bank in
accordancs with such agreemsnt or legislative anthority.® UNQUOTE

MOBEILL
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FEDERAL HESERVE BOARD

WASHINGTON
Harch 6, 1933,
Young -~ Doston Seay -~ Richmond Geery = Minneapolis
Harrison ~ New York Black -~ Atlanta Hamilton « Kansas City
Norris = hiladelphia MecDougal - Chicago MoKinney -~ Dnllas
Fancher = Cleveland Martin -~ St, louis Calkins - San Francisco

TRANS NO. L557 _ ¥For your information. Under authority conferred upon him by
President's proclamation declaring bank holiday, Secretary of Treasury has
directed the Treagurer of the United States during the continuance of such
bank holiday, unless otherwise directed, to observe the following instructions:

*(1) Payments in gold in any form will be made only
under license issusd by the Secretary of the Treasury.
This does not »rohibit the deposit of gold and the usual
payment therefor,

(2) Pay, as usual, all checks drawn on the
Treasurer of the United States, but not in gold. When
requested you are authorized to ship paper currency, other
than gold certificates, in payment of checks.

(3) Continue the usual eurrency transactions between
the Treasury and the FPederal Reserve Banks and branches,.”

MeClelland
Initialed dy: JHD
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FEDRRAL RESERVE BOARD

HASHINGTON

Hareh 6, 1933,
Young Seay Geery
Boston Richmond ¥inneapolis
Harrison Black Hamilton
Few York Atlants Kangas City
Rorris McDougal HeKinney
Philadelphia Chicago Dallag
Fancher lMartin Calking
Cleveland St. Louis San ¥rancisco

- Under authority conferred upon him by President's proclamation de-

Digitized for FRASER

http://fraser.stlouisfed.

claring bank holiday Secretary of Treasury has issued following
regulation. Upon instructions of the Treasurer of the United
States Federal ressrve banks are guthorised to transfer funds %o
other Federal reserve banks through the gold settlement fund for the
acocount of the Treasurer of the United States; to make payments to
or receive payments frem the Treasurer of the United States through
the gold settlement fund and to malke such entries in the Treasurerts
general account on the books of the Yederal reserve bank as the
Treasurer of the United States may direct, Tranafers of gold and
gold certificates and gold fund credits may be made between the
FPederal reserve banks and their respective Federal reserve agents,
Morrili.
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March 6, 1933,

WASHINGTON
Young Harrison Norris
Boston New York Philadslphia
Seay Black MeDougal
Richmond Aglants Chicago
Geery Hamilton lickimney
Minneapolis Kansas City Dallas

Tancher
Cleveland

Martin
8t. louis

Calkina
San FPranocisoo

Under suthority coaferred upon him by Presideni’s proclamation declaring bdank

holiday Secretary of Treasury has anthorized Fedaral Reserve Board to advise

you that any Yederal reserve bank or branch or agency thereof may purchase

g0ld or gold certificates and pay therefor any other fomm of coin or currsncy

either directly or through any other Yedsral reserve bank or branch or agensy

thereof.
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March 7, 1933,

¢. ¥, Prioe,
Scott Mdbeash & Falk,
134 South LaSalle Street,
thicago, Illinois.

Ainswering your telephons imquiry pambdrikers and brokers making
lomms om collateral are bhanking institutioms within ssaning of tem
used in the Preclamation of Presideat dated larch sixth ninetesn

" dhirty three
{Initialed) J.K.D,
DOUGLAS
Assistant Secretary of the Treasury,
JEDsIhn
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March 7, 1933,
Young Fancher MeDougal Eamilten
Doston Clsveland hioagy Eansas 01ty
Earrison Sexy Martin MoXimmey
How York R chmond S5t. Louis Dallas
Norris . Black Geery Calking
Philadsiphia Atlmta Nimneapolls San Francisos

TRANS KO, _____ Under suthority conferred upon him by President's
proclamation declaring bazk holiday Secretary of Preasury has isvued
fnlm regalation: QUOTE All Yederal reserve benks are authorized
% receive cash from collecters of imternal revemus, collectors of
customs and other csllectors of pudlic funds for deposit to the
oredit of the Treasurer of the United States. UNQIOTE,

Norrill
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TELRGRAM
FEDRRAL RESERVE BOARD
WASHINGION
March 7, 1933.
Young Fancher MeDougal Hapilton
Boston Cleveland Chiecago Kansas City
Harrison Seay Martin ¥oKinney
Now York Richmond St. Louis Dallas
Norris Bladk Qeery Calking
Philadelphia Atlanta Minneapolis San Francisco

Trans.
Under suthority conferred wpon him by Presidentta proclamation declaring
bank holiday Seoretary of Treasury has issued following regulations Quote
Each Federal reserve bank may (1) maks available to its member banks which,
in the Jjudgment of the Yederal reserve bank, are complying strictly with
the spirit and purpose as well as the letter of the regulations issusd by
the Secretary of the Treasury pursuant $o the President's proclamation
declaring a bank holiday, sush limited smounts of coin and/or currency
(othar than gold or gold certificates) as shall be absolutely necessary

in ordsr te sgadle such mesber banks to exercise the restricted functions
permitted Dy such regulations, (2) extend to each such member bank sush
1imited amcunts of disocounts, advancements and accommodations as shall be
absolutely necessary for the exervise of such restricted functions, and (3)
make transfers of credit om its Dooks for such restricted purposes between
the accounts of such membder danks and/or nonmember clearing banks which,

in the Jjulgement of the Federal reserve bank, are complying strictly with
the spirit and purpose as well as the letter of such regulations; Provid-

od, however, That before granting any such disecunts, advancements or ao-
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PELEBORAM
YRIERAL RESERVE BOARD
YASHIRGTON
To all Governors - 2

commodations or making such limited payments of coin andfor currenmey,

the Federal resorve bank shall first require the member bank, (a)

to inform the Jederal ressrve hank of the amounts of ¢oin and onrrency
which 4t has on hand, (b) %o inform the Federal reserve bank of ths
oircumstances giving rise to the need for additiomal coin andfer cure
rengy, and (¢) to deliver to the Federal reserve bank in exchange for
other forms of coin amd/or currency or for credit om its books all gold
and gold eertificates Wld by such member benk in its own right." UNQUOTE

Horrill,
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FEDERAL RESERVE BOARD
VASHINGION
Karch 7, 1933,
Young Seay Oeexy
Boston Richmond Minneapolis
Barrison 3lack HomilSen
New York Atlanta Kansas City
Jorris - MeDougal MoKinney
Piiladelphia Chiecago Dallas
Faneder Martin Oalking
Cleveland 8t. louis Sen Franoisco

Trans. No. .

Usder suthorily conforred upon him by President's proclamation
declaring dank Moliday Secretary of Treasury has issusd following
regulations mmmmhm. in their discretion, are an~-
thorised %o handle cheoks and collection items arising out of the re-
strictsd danking operaticus pexmitted under the regulations of the Seo-
retary of the Treasury vhen 1% oan reasomably be anticipated that
fonds satisfactory to the Federal HEsserve Bank can de provided for the.
paysent of wwsh checks and collection items; Provided, however, that
n gold or gold certificates shall de paid out by such Fedsral roserve
banks,* UNQUOTR

Morrill
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Young
Boston

Harrison
Hew York

Rorris -
Philadelphia

Trans. ¥o.

FEDRRAL RESERVE BOARD

Fancher
Cleveland
Richmond

Black
Atlanta

WASHIBRGTOR

MeDougal
Chicago

Yartin
St. louis

Goery

Minneapolis

DECLASSIFIED

Authority NND 30026

March 7, 1933,
Hamilton
Xansas City

MeKinnay
Inllas

Callins
San Francisco

Under authority conferred upon him by President's proclamation

declaring bank holiday Secretary of Treasury has issued following regulatiom:
QUOTE Each Federal reserve bank is suthorized to settle through the gold
settlement fund with each other Yederal reserve bank for all transactions

which are permitted under the regulations of the Sscretary of the Treasury,

URQUOTE
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TELEGRAM
FEDERAL RESERVE BOARD
WASHRINGTON
March 7, 1933.
Young Pancher HeDougal Hamilton
Boston Cleveland Chioago Xansas City
Harrison Seay Martin HeKinney
New York Richmond 3t. lounie Dallas
Norris Blaok Geery Calkins
Philadelphia Atlanta Minneapolis San Francisoo

Trans. No, + Under authority conferred upon him by President!s

proclamation declaring bank holiday Sscretary of Treasury has fssued
follawing regulation: QUOTE All Federal Reserve Banks are authorized
to contime their usual and nommal functions pertaining to the handling

of collateral securing the deposit of the public moneys of the United
States, as provided in Treasury Circular 92 as amended and revised.
UNQUOTE,

Morrill.
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VASHINGION
March 8, 1933,
Young ~ Bostom Seay - Rlclmond Geexy - Ninmnespelis
Barrison - New York Kack - Atlanta Hamilton -~ Kamsns Cify
Norris -~ Philadelphis MoDougal -~ Ghicage MeXinoay - Dallas
Yanchey - Clewsland Nartin -~ B¢, loule Galking -~ 3= Francisce

THANS NO. LM Under the anthority conforred wpom him by the
President's preclamtion of March 6, 1933, declaring a bank holiday, the
Secretary of the Treasury ssthorises any Fedaral reserve bank, at its dis-
eretion within ths limitatisns of the Jederal Nessrve Aot aml the regulations
6f the Pederal Isserve Beard thereunier, (1) %o make transfors of credit em
its beeks hotween foreign emrremt accommis, (2) So maks transfers on its
books of bills and securities betwesn foreign accounts, (3) %0 maks trsnsfers
of carmarind gold from one foveign custedy accomnt %o another, (4) to receive
g0ld which 43 relessed fram savmark for foreign acoount, provided that the
pummmmmm«‘xnmuaxm. (5) to maks transfers
on its Dooks from fereiga current accoumts te the accoumtis of mesbsr banks
aad/or nenmesber €learing banks, (8) Ss receive payments in dollars or gold
sr axy sther fomm acospladle o 4% on acoount of, or in setélemmnt of,
sbligations 2nes 1% fyen foreign correspendsnts, and (7) So oredis on Ats
beaks to foreign owrrent asceunts United States ocurrenay or gold deposited
with 18, Unless ocdderwise ordered by the Seoretary of the Treasury, no such
raasantions shall involw the expert or paylug out of sy gold or silver
coin or bullica or curremsy, the tramefer of credis from the United States
te any plase sbrvad, or an inorease in the tetal amownt of gold held by such
Fedoral ressrve bank inder earmark for foreigm aoccount,

. MORRILL,
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FEDERAL RRESERVE BOARD
TASHINGION

Yareh 11, 1933

Black - Atlanta
Rafer your ilareh 7th wire, Therw would appear %o be no objection %o
bank releasing receipts calling for commodities sold and taking in
exchange documents calling for commodities of same kind and substantially
_ sams value or to surrendering warehcuse receipts in substitution draft
dramn on purchaser of commodities with shipping doouments attached,
Morrill

(3) Chester Morrill

ELS/Da{/ et
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Sonx.
DULEGRA!
FEDERAL RESERVE SYITH
(Loased ire Sorvioce)
247 Y86 fecelived at ashington, 11, C.
itlants Ga larech 7 12405 mm
Worrill

ssahington
At ths request of CerBain Atlanta Danke we asicad yosterday whether or
not o bank holding receipts calling for sommodities which have been
sold could surrender such receipts to the pledgor owner talkdng in
axchange doocumants calling for ocormodities of same kind and subatantially
a@l in valua, 3BDanks would apnreciate regulation on this smidbjeot which
vould cover in addition the question of vwhether they would be permitted
to surrenier warehouse recei;ts and receive in substitution draft
drawn on yurchaser of commwodity with shipring documents atta ded.

Blaakz

220p
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Karch m‘ 1933.
The Eonorebls,
_ The Seerstary of State.
Dear My, Secrstary:

Reoeipt 1s asknowledged of your letter of March 16,
1933 with reference to the treatment to be accorded to gold
held, under swrmark or gtherwise, in this country by forelgn
central banks and other foroign banking institations.
xtxsqumwt@utwmbm
discussed with lr. Fahormw.mmth.u
familiar with all the developments in catmestion therewith.
mmmMMWidmtimjtha issuance of cer-
talin orders or regulations relating to éom. snd I am advised
that, befors amy setion is taken thereon, they will be further
discussed with representatives of your Department.
Respestfully,
(signed) EUGENE MEYER

Governor
Initialed wt We qu. Ce Mo, Fs Ro BO. lle He Bey Ee Hey
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cory
Lepartnont of State
-ashington
I.gAreply ref'or to Jarch 16, 1933

iy dear [ir. lloyer:

I m informod thal the oderal leserve loard will prooceed in
the near ifuture Lo the {ormulating of desisions and the meking of
regulations joverning the treatment to Le asocorded to pold tind may
be held, under sarmark or othorwise, in this country by forelyn
central banks, foreign semiwofficial Larks of different varieties, and
ordinary foreign benking institutions.

Gince those decislons may Leoane ratters alfecting the general
relatlous bvetween tils owermpont and foreign rovermme ts, and simce
this -epartment ie likely to be approached by foreign povermmonts in
regard to them, may I res eotfully request, if it is proper, that
thls Deparitnient be informed in advance of the main lines of declislon
to be takem so thit it mey have an opportunity to consider thu.

Sincerely yours,
(spned) Cordell iull

The i.norable
~ugene leyer,
loveruor, Jederal ‘eserve loard,

vashington, ' Ce
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CorY
TELECZ AN

PLLETAL RESERVE  DOATD

Vashington
sareh 18, 1938.
Toung - Doston Seay « Rieclrwond reory = ./imneapolis
Harrison « lew York Black = Atlanta Lemilton =~ hansas City
liorris = Fhiladelphia liobougal = Chicago Moklmmey = Dallas
Pancher = (leveland {lartin -~ $t. Louis Calkins = San Francisco
TRANS 1700 In response i¢ requeste the ‘oard has extended until

March 27 the firal date roferred to in the board's wire of iarch 12,
Tranes 1631, which therefore is MM to read as follows: (UOTE it
is ;equoatod that you prepare and {orward to the loard as soon as pos-
sitle after .aarch 27, 1933, as complote o ligt as can be made from in-
formation you are alkle to obinin of the nancs and fddresses of all
persons who have withdrawn gold from your benk or a pember bank in
your district since iebruary 1, 1933, and who have not redeposited it
in a bonk on or beiore .lareh 27, 1932 CRUOTL It is suppestod that
you (ive such {urther publieity to thls natter as in your opinion may
he appropriate.

Yorrill

Initisled byt Ae A Tl

" . :fq
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COPY
TELEGRAHY
" FEDERAL RESERVE BOARD
Washington
Haxroh up 1933
Young = Boston Seny ~ Richmond m-w

Herrison - New York Blagk « Atlanta s ton « Eansas City

Norris « Philadelphia MeDougal - Chioago -

Pancher = Cleveland Martin « 8t. Louis m—-mmm
TRANS 1651 The request oontained in the Board's telegram of
Mareh 8 Truns 1577 is smended to read as followss QUOTE It is requested
MmWﬂﬁMhﬁoMumumﬂbhdm
liarch 17, 1953, as ommplete a list as oan be made from information you

~ 7 are abls to sbtain ¢f the mames and addresses of all persons who have
withiremm gold from your bask or & member bank im your district sinoce
Februsry 1, 1933, snd who have not redeposited it in a dank on or before
larch 17, 1988 UNQUOTE You may give such publieity to this matter
a8 you oconsider sppropriate

Indtialed Wy Ee i
Co ide
Ae Co Ms
Go Ra Jo
Fe Re He
Co Se He
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cery
TELEGRAR
FEDERAL RESERVE DOARD
Washington
“arch 9, 1933

Young ~ Boston Seay -~ Richmond Geery « liimmeapolis
Larrison - Hew York Black - Atlanta liamilton « Kansas City
Norris -« Philadelphis IicDougal - Chioago HoKinney « Dallas

Fancher = Cleveland imetin - St. louis ° Calkins = San Francisoo
TRAKS 3O, Referring to Trans 1577 and 15683 request contained
therein applies to both gold ooin and gold certificates.

JoClelland,
In.ith.lod 'bry: Ee i}*}"w e
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COPY

TELEGRAM
FEDERAL RESERVE BOARD

Washington
larch 8, 1933
Y « Doston Sexy « Richwmond Cosry - Uinmeapolils
- Now York Blagk = Atlanta Hemilton « Xiansas City

Horris » Fhiladelphis loDgugal ~ Chieage Holirawy - Dallas
Fanocher ~ Cleveland Hartin « St. louis Calking « San Fransisco

TRANS N0, 1888 In response to inguiries from seversl Federal
reserve banks re Trans. 1677, you are advised thet there is no cbjeotion
&}quilumhnh(l) endesvoring to obtain similar information
from nonmamber banks in their respective districtsy (2) obtaining
- infarmation, shere availabls, regarding withiremmls prior to February
. 1 although in sutmittimg data to Board it should be segregated as
between withiremmls before February 1 and thoss after February 13
(3) muggesting that publicity be givem to request in each looality.

Yorrill

Inttialhd bys Eo He
GO MQ
Fa Re He
Ce Re Jo
Ce 8a e
Eo He e
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COPY
TELEGRAXN
FEDERAL RBSERVE BOARD
Tashington

Maroh 35 1933.
Young-~ Beston Seay « Richmond Geory -~ Hinneapolis
Herrison - New York Blaock ~ Atlanta Hemilton - Kansas City

Horris ~ Philadelphia

Fancher~ Cleveland

TRANS. 1577

HeDougal « Chioago NoXkimmey ~ Dallas
Martin « 8t. Louis Calking « San Freancisoo

Xti-mmmtmmmw%m‘
Bourd as soon eas possible after March 13, 1933, as oomplete a list as

osx be made from information you are adle to ebtain, of the rmmes

and addresses of all persons who have withdrswn gold frem your bank

or a member banmk in your district since February 1, 1933, and who have

not redepoeited it in a bk on or before March 13, 1933,

Initisled by:
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Sony

TELEGRAM

A ctm——

FEDERAL RESRERVE BOARD
WASHINOGTOR

March 10 1933

Case
Few York

With reference to telegrams already received by this office
Ziving names of banks meking application please advise your
opinion as to reasonsble safety in granting licenses in accordance

with Secretary of the Treasurys telegrams

¥. H. WOODIX
Secretary of the Treasury

Send same telegram to following -
Black «~- Atlanta

Geery —- Minneapolis

Digitized for FRASER
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380
Accoumnts and Deposits

fixp. loans.

March 8, 1933.

GEFRY
MIXNEAPOLIS

Retel Mareh 7. HRegulation 8 permits the completion of settlement trane-

actions in guestion.

¥.2. WOODIX
Secretary of the Treasury

Digitized for FRASER
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Soxx.
IELEGRAM

TEDERAL, RESKRYE SYSTEM
{(Leased Wire Service)

297zta Received at Washington, D. C.
Hinneapolis mar 7 1003pm
Hon Secty of ths Treasury
Washington
Uinneapolis and St Paul clearing House requssts further information
regarding your regulation dated March 6 1932 in order to complete
settlement of checks chargsd by drawee institution to the
drawers account on it's books and for which drafts were issued
on_or befors March 4, 1933 and which drafts are drawn upon bauks
other than the bank or origimally forwerding such checks for
collection and payment, would it be within the scope of the
above regulation referred to for bhanks in Minmeapolis and St Paul
to clear such bank drafts among themselves where such settlement
does not involve the payment of monsy or currency? Such
arrangement would facilitate the disposition of several hunired
thousand items previously forwarded for payment to othsr banks
and sliminates the necessity of charging back to endorsers
the amounts of such original items as well as endless contiroversies
Wirmeapolis
1030pa
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Souy
|
TREASURY DEPARTMERT
3 Vashington
TELEGRAM
Official Business -~ Govermment Rates
March 8, 1933

Norris
Federsl Reserve Bank
Philadelphia, Pemmsylvania

Retel seventh. Regulations 4o not permit settlement of character
mentionsd in your telegram.

¥. H. WOODIX

Secretary of the Treasury

Initialed byt JPD
i
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Sopy

TELEGRAK

FENERAL RESTRVE SYSTEM
(Leased Wire Service)

Received at Washingston, 3. C.
le fa

Philadelphia 1022a Mar 7
Board
Jashn
Where an American Bank has issusd a letter of credit and the holder had
drawn on it in a foreign country and the foreign bank requests
remittance from the American issuing bank may it remit stop
Ons of our banks yesterday remitted by drawing on its balance with a
Canadian bank.
Norris
1027sm
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Sony
TELRGRAM

FEDIRAL RESEAVE BOARD
JASHINGTON

Harch 11 1933

HALE
SAN FRANCISCO

IRTERPRETATION OF REGULATION 17 AS EXPRESSED

IN YOUR MARCH 10 TELEGRAM IS CORRECT

HORRILL

L3lgcw

Initialed by: JJH
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4

Sox

FEDERAL RRSERVE SYSTEM
(Leased Wire Service)

) Recelved at Washingtom, D. C.

lige
San Francisco Mar 10-11 715en
¥orrill
Vashn
Beforring bosrd wire mmber 1614. As we interpret regulation therein
1t refers to the passing of entries repressnted by checks which a
bank might hold drawn on itself received from ome depositor for
@r;dn in his socount drewn against the account of another depositer
of the same bhank and it would not apply to the clearance of checks
between banks. Please confira or correct our interpretation quickly
Hale ‘

10230m
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TREASURY DEPARTUENYT
Fashington

TELEGRAM

0fficial Business -~ Jovermment Rates

March 8, 1933

Black
Federal Reserve Bank
Atlanta, Georgia.

Tour telegran March eighth with reference to segregated deposits. This
request is apparently now covered by Regulation 15.

¥W. H. WOODIN
Secretary of the Treasury

Initialed by: JPD
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Loy

ZELEGRAM

FRDEAAYL RESERVE SYSTEM
(Leasad Wire Service)

Received at Washington, D. C.

28f wmr Rush
Atlanta 1233p Mar 8
Horrill
#ashington.

On March third banks in Alabana were operating under Governort's proclamation
permitting restricted withdirawals of old deposits and the opening of new
def()litl in cash or the equivalent for unrestricted withdrawal. Our
Birmingham branch received on that day wire transfers from other federal
Resarve Banks to First National of Birmingham for payment in currency %o
desiznated persons firms or corporations. These transfers were largely for
payroll purposes or in nayment for cotton which had been purchased. We agreed
to complete these transfers by placing proceeds in special account to be
openad up by Birmingham bank to meet withdrawals msde by i1t's own depositors
from new accounts created by the deposit of these particular funds. On March
fourth reserve bank began observing Georgla holiday and transaction has never
been completed for that reason and because of President's proclamation.
Customers of First National Bank for whose account transfers were intended are
now insigting that they dbe allowed to open new accounts pursuant to prior

understanding out of transferred funis and Birmingham bank wighes the amounts

Digitized for FRASER
ttp://fraser.stlouisfed.org/
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FIDERAL RESERVE SYSTEM
(Leased Wire Service)

-

Recelved at Jashincton, D. C.
which we hold transferred to their credit in speclal account which will
be available for sole purpose of meeting withdrawals from new accounts
80 egtablished. e think that this disposition could be given to the
matter without violating either the spirit or the letter of President's
proclamation and regulations of the Secretary of the Treasury. FPlease
advise as soon as possibdble.

Black
148
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COoEX

LELEGRAN
0fficial Business - (overnment Rates

March 10, 1933.

Norris
Federal Reserve Bank,
Fhiladelphta, Pa.

‘Retel seventh. Regulation I permits transaction mentioned.

CHESTER MORRILL
Secretery to Board

Initialed by:

ELS
NEH
JJH
CM
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SOPY
TELL R AL

FEDERAL T ESK AV OVLT A0

Philadelphia 6p lar 7
Board

Washn

In order to relieve the acute situation which apparently prevails in
this district in connection with shiprment of food or feed products
belleve it essantial that action be talen at onee pemitting transfers
of proceeds of dralts by wire between Hederal Reserve Districts for

cash paywment to shipper.

Norris
RB

600pm
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IELEGRAM

March 10, 1933.

Geery
Foderal Reserve Bank,

Minneapolis, Minnesota.

Retel sighth Postmasters deposits are not included in transactions
mentioned in regulation ¥.

CHESTER MORRILL
Secretary to Board.

Inltialed by:

FLs
NEH
JJH
M

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives

" DECLASSIFIED

7 Authority NND 3002¢,

COPY TELEGRAL
FEDERAL RESERVE SYSTuI
?77bs
liinmeapolis liar 8 244F
lorrill
Washington

Pigitized for FRASER
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Referriny trans 1564 are we authorized to accept deposits

cash from Postmasters

Geery

408}
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£oR21
LELEGRAN

0fficlal Business = Government Rates

March 10, 1933.
Fleming,

Federal Resarve Bank,
Cleveland, Ohio.

Retel eighth. It eppears that regul~tiors seven and G and I authorize
the transfer of funds and credits requested in your wirse.

Chester Morrill,
Secretary to the Board.

Initialed by:

ELS
MHG
JJH
Cu
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COPY TELEGRAM

FEDERALRESERTVE S&STEM

S3dfa
Cleveland 144p Mar 8

Morrill

"Washington
We have request for wire transfer from Detroit Branch to our
Cincinnati Branch of currency aco@lated in Detroit by chain
store oredit to be to G*?;ainnati member in segregated acocount.
Als0 wire transfer from Philedelphia to us of aurrency for pay-
ment of drafts representing food and feed stuffs, Plesse request
permission of Federal Reserve Board to consummate these trans-
actions. We desire to procure a blanket permission from Pederal
Reserve Board to make transfers of credits or funds from ar to
this bank by other Federal Reserve Banks to facilitate member
bapks in fungtioning within existing restrictions of Secretary

of the Treasury and State limitations,
Fleming

152pm

Federal Reserve Bank of St. Louis
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SORX
ZRLEGRAN
0fficial Business - Government Bates
¥arch 10, 1933.
Seay, .

Yodaral Resexrve Bank,
Ricmond, Virginia.

. Retel eighth, Regulation ten seems $0 permit a bank to discount a
note to provide a customer with payroll fumds if banks situstion permits
1% and if sransaction comes within spirit: and purpose of that regulation.
Rediscounts hy Federal Reserve Bank are governsd by regulation G stop

As to transactlons between banks they are permitted if within regulation

ten,
CHESTER MORRILL
Secretary to Board.
Initialed by:
ELS
) < §
JJH
ol
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Richmond Ilar 8 B3dy

Morrill

Washington

necassities,
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de requesnt interprstation of Board's telegram liarch 6 giving
regulation of Secretary of Treasury relating to Ixercise of
Banking function to provide funds for payroll and other

Can baniss discount a note for customer to provide pustomer

with funds to cover payroll or other authorized expenditure; and,
if so, can Federal teserve Dank rediscount such note to provide
member bank with Tunds? Can onec bank pay to correspondent bani:
funds to enable correspondent bank to jay customer to meet
payrolls or other authorized expenditure?

557



Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED
= J Authority \“\‘DBOOZB

2

e hd

SOFEX

LiZ2LEQGRAN
Official Business - Govermment Eates

March 10, 1933.

Hasdlton
Tederal Reserve Bank,
Xansas City, Missouri.

Retel olghth. Answering question A regulations N and I seem to
cover this and to permit handling such &rafts in the usual manner stop
Answering question B regulation G seems to cover this permitting tramsfers
of oredit stop Answering question C regulations X and I seen to cover fhis.
Answering question D regulation I seems to cover this stop We appreciate
your difficulties and are endeavoring to cooperate as mmch as possidle.

CHESTHR: MORRILL
Secretary to Board.

Indtialed Yby:

s
b1
JJB
CM
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COPY TELEGRAM
FPEDERAL RESERVE SYSTEM
Kansascity Mar 8 1135am

Board
Washn

We are receiving many inquiries from Banks, Livestock, Ifilling and Grain
Assoclations for information as to how settlements can be made for necessary
transactions as follows: 1l1-~Shipments of stocker and feeder cattle in
addition to livestock for slaughter already authorized. 2--Grain and flour
drafts. 3—;Drafts for produce and other foodstuffs. In our opinion it is
necessary for the orderly transaction of business that regulations be issued
or c¢larified with reference to the following points in connection with the
above transactions. A-~Can we receive from member and nonmember banke drafts
covering trensaction listed above and if s0 how are they to be handled.
B==If such drafts are drawn on interior points how can such banks make
remittance in funds available to us. C~-If drawn on banks in other Federal

Reserve Distriets will such banks he able to tramsfer funds to us through

other Federals. D--If member banks draw on their reserve accounts in payment
for such items how are they to replenish reserves unless they can obtain
transfers of balances carried in other reserve centers., These are a few
of the practical obstacles with which we are confronted in our attempt to

comply with remsulations already issued. Please rush reply.

Hamilton.

118p
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FEDERAL RESERVE SYSTEM - LEASED WIRE

KIMBALL Maroh 29, 1933
NEW YORK

Responding your letter Marsh twentieth Treasury advises as
follows STOP Liocensed banks are authoriszed to transact business with
unlicensed banks to extent necessary to permit unliocensed banks to
perform sush restricted funotions as are authorized under emergensy
banking regulations STOP Sush regulations do mot require licensed
bank to investigate to determine if a partisular transaction with unliocensed
bank is fdr a purpose authorised within limitations of such regulations
STOP Possibility if any of lisbility of liocensed bank in any such oase
to depositors and creditors of unlioensed bank depends upon varying
factors as governed by general principles of applicable law rather than
by Treasury Regulations and licensed bank must aot on own responsibility
in this ecomusetion.

MORRILL

E3tkisded vy v‘\’

JI0
GHC
JGH
JHD
Cx
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FEDERAL RESERVE BANK
of
NEW YORK

COPY Maroch 20, 1933.

Federal Reserve Board,
Washington, D. C.

Sirss

The following questions are representative of those which have
been asked of us by various licensed and unlicensed banks and by oustom-
ers of such bankss

1, Do the regulations of the Secretary of the Treasury permit
an unlicensed bank, which is not in the hands of a reoeiver or conserva~
tor or of a similar official of a State Banking Department, to withdraw
funds to the oredit of such unlicensed bank on the books of a licensed
bank?

2¢ Is the answer to the foregoing question affected by the
existence of one or more of the following additional faots, and, if so,
in what way;

(a) That the funds are to be transferred to the
unlicensed banke

(b) That the funds are to be transferred to a
third party.

(¢) That the unlicensed bank is a State member
bank and has been authorized by the appropriate State
authorities to permit withdrawals of 5% or less.

(d) That tie unlicensed bank is a nommember and
has been authoriged by the appropriate State authorities
to permit withdrawals up to a specified limitation,

We believe that a substantial amount of the eonfusion which
exists with respeot to these matters mizht be eliminated by & ruling of
the Seoretary of the Treasury, and we should appreciate your attempting
to obtain such a ruling or rulings.

Very truly yours,

(¢igned) Herbert H. Kimball
Herbert I, Kimball,
Assistant Counsel.
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S£8EX
| PRDERAYL, RESERVE LEASED WIRE SYSTIM
|
o
i BO@TCN March 29, 1933

Retel March twenty-third STOP Treasury sdvises Regulation thirteen
proxuidits payment or withdramal of any trust funds on deposid with another
dspertnent of bank whether or not such deposits are secured STOP Tressury
advises that new regulations ars now under consideration with respect to
trust funds and also seowred dsposits STOP Treasuwry advises that in the
caso of a revocable frust Regulation thirteen permits delivery of sesurities
held by dank thereunder 4f otherwise permitted.

MORRILL

Initialed by

JIC: fht J7C
GRC
CM
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LEZLEGRANK
FEDERAL RESERVE SYSTEM
(Lease & Wire Service)
Received at Washington, D. C.
67bfa

Boston Mar 23 1125em

Board

' Wasin

Request formlinq/an unlicensed National Baak has in its trust
department revocable trusts under which they have been remitting
specified suns of money each month. The funds in the

trust department are deposited in other departments of the bank
and securities have been segregated to secure the deposits due to
the different trusts. Is there any way under regulation 13 whereby
the bank ean pay out or permit withdrawal of coin or currency for
the payment of such monthly remittances when the fiduciary funds
are on deposit with other departments of the bank. In the case of
revocable trusts may grant or withdraw certain of his securities
held in trust department in order to obtain elsewhere funds to meet
his necessities.

Young 1l44am
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FOUNDED BY
WILLIAM WHITING
1865 RFC
ﬁﬁ‘EVED
OFTIOE OF 4Py 16E

HOLYOKE,MASSACHUSETTS

The Federal Heserve Banl,
dasrhinnton, D. C,

¢ar Sirs-

I would like to inqguire what the rules ars
about safe deposit boxes in National and State Banks, and
what happens if a Bank has closed,and one's rigz under

- o 3 ~ 3 !
to have free access teo sa’e deposit boxs:

W AT O e
conneciion.

a5 ,./1
(Sl

tfully,

Ch/t&wQILgQAAA;%ézﬁujtk&??

Federal Reserve Bank of St. Louis
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Mir. Eugene M. Steovens,

Pederal Beserve sgeat,

Federal Resorws Bamk of Chicego,
Chicago, Illimeis,

Dear Mr. Stevens:
The Board, «s yow know, has comsidered recently, in

. the case of the Pimy Shu lank ef Ou' City, lichi;m, a-l

St e N LGN b 0 P LA S T A R Sk

A e g P 7

JS—
in several other imstances, s plen ef roorgmiuuon of 3hto BOn~
bor banks located im the Stats of Michigam carried out umder the
provisioms of Act No. 32 of the Public scts of Miohigam for the year

1933, and Aet Bo. 8 of the Public iscts of Nichigam for the year 1932.

The astion teken hy the Board ia those cases has been with the under-

standing that youwr counsel was satisfied with the logal aspests of
such plan of reorgsnization, and it'-ill be appreciated if you w»ill
forward te the Board for its records a copy of any opiniom your coum~
sel may have rendered in this connsotioa amd with refersace to the

constitutional validity ef the provisiocms of law above referred

to.
Yery truly yours,
{Slgnad) Clesior ol
Chester Morrill,
Secretary.
BNM# /sad

d for FRASER
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FEDERAL RES ER\/E ;BQ%\NK OF CHICAGO

230 sou'rH" FA'SALLE STREET

|
;
!

OFFICE OF THE : : June 28, 1933
CHAIRMAN OF THE BOARD AND s
FEDERAL RESERVE AGENT

Hon. Eugene R, Black
Governor, Federal Reserve Board
Washington, D, C.

Dear Governor:

. Referring to my telephone conversation with you yesterdey morning,
Mr. Talley of the Reconstruction Finance Cornoration has been in Chicago for
two or three days dividing his time between his office here and our offices.

W2 had an opportunity to discuss with him the banking situation in this dis-
trict. Monday night he went to Grand Repids, Michigan, with the Chief Netional
Bonk Bxaminer end Mr. Preston of this bank, to lend his authority to necessary
participation of the R, F. C.in an sgreed »lan to reopen the Grand Rapids
National Banlt under & new charter. From there, we cre advised he raturned

to Washington.

At Hr. Talley's recuest, & conference was celled here of the bankers
from Battle Creek, Michigan, which Mr. Talley attended. In that city there
were three llCPﬂSOd netional benks, one of which has slready cloged and uhe
other two are in a precarious condition. Mr. Talley provosed 2 plan fo
these Battle Creek bankers to endeavor to raise sufficient capitel Lo reorganize
the two bank~ yet open, one on the basis of 60 ner cent release of ﬂanoults,
and the other on the basisg of 70 por cent release of depoaits, and the Bettle
Creeck benkers =re now endecvoring to proceeﬂ along tvhecse lines.

YT 455 o
R e i p € 1,
T e i o,

We have obher situations in Michigan, which is by far the most
difficult in it benking situstion in our district, in which reorganization
of some character of licensed banks is imminently necessary to prevent their
closing. On the other hand, we hove plans under way for the reomming of a
considerable number of closed banks in Michigﬁn, snd in both of these cases,
the closing or the reorganization of licensed benks in Britle Creek is having
a serious reaction on the whole State.

There is notebly a <1tu“t10n in MaJne Coun*V, ichigan, of four or
five suburbsn benks, with denosits of about $25,000,000, which are practically
in the City of Detroit and in which something nust b@ done at once to Urevent
their closing. This was discus ed with lMr. Telley but nothing definite ca
out of this discussion.

e T S A i AP S 2
e s mmtv—,

The people understand that we have whot smounts to a mendate from the
Presiden to keen licensed banks open 100 per cenbt. The Federal Rescerve benk
here is willhg to go to the limit of its statutory powers in nsking loens to
this end and the banks in Batltle Creek have only survived so far by reason
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FEDERAL RESERVE BANK OF CHICAG(C

June 28, 1933
Hon, Fugene R. Black

of large 10-b loznsg granted them by the Federal Reserve Banlk of Chicago. The

Re Fo C. interprets the law under which it operates to limit ite loans to

such as can be justified as sound and without risk, and in both of these
agencies, therefore, it ic necessary thab they teke merginal collateral on

loane agsinst frozen assets, and 211 the astets of the bunk mey be so pledged
without giving sufficient liguidity to the bank to liguidzte its entire depogits
if necesgsary. Such benks as those mentioned have reached the limit of their
borrowing capacity in these agencies and are gtill having withdrawals of
devosits

Totwithstanding assurances given the dewositors of the complete
ability of liceunsed bsnks to »ay out in full, no way seems to have been deviged
to accomnlish this in the extreme coses which are now arising. Owing to the
legal limitations of the Federal Reserve banks and the R. F. €., 2 deternina-
tion of methods and nrocedure to meet these situctions must depend on & higher
authority.

Without such determination, there apneer to be three courses open,
ag follows:

(1) Lfter exhausting its borrowing vowers from the Federal Reserve
Benlz and the R. ¥, C., the benk must undergo a reorgenization which would
result in the releasging of only a portion of its deposite and necesgitate the
raising of new capitel to nrotect them.

(2) 1In 2ddition to the resources of the Federal Rescrve banks end
the R. F. C. as referred to, a resort to the new Home Loan Act, by which we
understand banks could gell outright their urbzn mortgzgzes to this agency,
thereby creating sdditional licuidity and opening the way for obteining
sufficient local capitel and wvreferred stock from the R, F. C. to reorganize
the bank on s sound besig. (We think that this new agency nmight nroceed
agegressively in Michigen as the Farm Loan Agency is nresently doling in Wis-
congsin, which would be very helnful.)

(2) The only other thing left seems to be to allow such banks to
close after they heve been licensed to open 100 ver cent.

It seemz to uz thst the tine has come when we must face this con-

dition egguerely and determine upon the policy to be pursued; orimarily, vhether
licensed banks rchould be allowed to rsorganize on a percentage bzsls or other-

wise cloge, or vhether governmental agencies may be coordinated to keep them
open 100 ner ceat. 1We in the Federzl Reserve banks cennot do this alone, and
apparently it cannot be done in cooperation with the R. F. C. on account of
its limitations. We have z few imminent gitustions in Michigsn which, if not
handled proverly, give nromise of starting another conflagration in that Ctate.
We sre doing everything we cen to avert such trouble, bul we cannot do so
alone and in the aence of any method by which the verious governmental
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June 28, 1953
Hon. Eugene R. Black

agencies in cooperstion can meet the gituation, serious trouble is before us
and we are 2t loss to know what can be done to nrevent it.

Are we to lend our supnort and our serviceg in working out reorgani-
zationg of licensed banks which entsil the waiver of part of the deposgits
thereof? Just how fer does our responsibility in the Federal Reserve Bank
embrace the working out of these situations?

Very tr

EMS HH

Copy to -~ Hon. Walter J. Cumnings
Executive Assistant to the
Secretary of the Treasury
VWashington, D. C.
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FEDERAL RESERVE BANK OF CHICAGO |
230 SOUTH LASALLE STREET ; JUN 28 1933 :1

June 26, 1953

OFFICE OF THE :

v b

CHAIRMAN OF THE BOARD AND ' £
FEDERAL RESERVE AGENT ~

Hon. Eugene R. Black
Governor, Federal Reserve Board

Washington, D. C.

Dear Governor:

I very much appreciate your letter of the twen‘ty—third/
relative to my letter of June 20 to the President of the United
States, copy of which I sent you.

I should like to say in this connection that your very
active cooperation in our recent banking problems in this district
is greatly appreciated. You have certainly given us every support
in what we are trying to do and with great promptness. We are
particularly appreciative of your interest and helpfulness.

Mr. Talley is here and we have had the opportunity to
review some of these situations with him. We hope that his active

participation will expedite the solution of-gertain ones of them
which are imminent. b

Chairman

EMS HH
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Mr. Pugene Stevana, Chalrmen,
Federal Reserve Bamk,
Chioage, Illinois.

Dear Mr., 3tevons:

- I have copy of your letter of June 20th (to
the President of the United States relative to the banking
situation in your district,

The facts contaiped in your letter have been
most gcarefully noted. I will discuss your lettear with Secre-
tary ‘Woodin and will aid in every wey in my power to the snd
that the situation disclosed in your letter may be solved,

I know of the aotivities of the Chicage bank In commection
with the situations described in your letter and I have ene
deavored actively to cooperate with your bank in solving some
of those situations,

1 am pleased to advise that Covernor Telley
left yesterday afternoon to spend a day with your bank in dis-
oussifz these mettors andi my information is thet he will go to
different points in Michigan in an effort to solve the situte
tions at thome points, There is at the present time very close
sooperation betwesn the offices of the SBacretary of the Troas-
ury, the Reconstruction Finance Corporation snd the Federal
Hesorve Boerd in aseeking to atd in the propeyx solution of
these queations,

I write to express my appreciation of what the
Reserve B:nk of Chioegzo has done in commection with thoese mate
tars and trust that with the continued cooperation of your
benk we may be able to do effective work in all of them.

I note that your lettar is written at the row
quest of your iIxecutive Committee end I wish you would expreas
to thean my intense interest in the matters disclosed in the
letter and in the position taken by your bank.

With my rogards, I am

Sincerely yours,

Hw( GOVeIrnor.
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FEDERAL RESERVE BANK OF CHICAGO

230 SOUTH LA SALLE STREET

OFFICE OF THE
CHAIRMAN OF THE BOARD AND
FEDERAL RESERVE AGENT

June 20, 1923

cory

The President of the United States

Washington, D. C.

Sirs

I huve been requested by the Executive Committee of the Beard of
Directors of this benk to invite your attention to the desiresbility of devis-
ing some means by which the reopening of closed banks in the Seventh Federal
Reserve District may be expedited.

In this district, as of June 17, we have a total of 2,981 bsnks
with deposits (based on last call report) of $4,014,000,000.

0f this total, there are 1,157 banks unopened with deposits of
$759,000,000.

Of this latter amount, 3867 are nonuember banks with deposits of
£3234,000,000 (some of which are open on & restricted basis under State laws);
86 are State member banks with deposits of $118,000,000; and 224 are National
benks with denosits of %257,000,000. Reorgenizatlon »lans are in process of
consumnation for later opening of & considersble number of these banks, but
present indications are that many of tne closed banks wili have to be liguidated.

We have representatives frowm this office constantly with the Chief
National Bank Examiner's office in Chicago and working with the State Banking
Commisgioners in the various states in efforts to inltiate and expedite the
reorganization of banks and all such plans of reorganization are sc formulated
and agreed to here in conference with the officers and directors of the banks
involved.

Under present procedure in the caze of Nationul banks, these plans
must be submitted to the Comptroller's office in Tashington for ajproval, and
when approved there, all negotiations in connection with the consummetion of
the plans, including the necessary evidence of the conditions being met, are
conducted by corresponcence between Vashington wund the subject bank. Because
of the great pressure ci the Compiroller's office in Washington, thers have
besen necessarily substantial delays, sometimes running into weeks, in the review
of the plans zfter thelr submission, and,later, further deleys occasioned by
the working out of their consummation by correspondsace from Washinzton with
the banks involved.
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June 20, 1933

In order to expedite this process, we venture the suggestion that
the Comptroller either give additional authority to his present representative
here or otherwise send here an agent from his office with authority - (1) to
expedite the Comptroller's approvsl of the reorganization plans,and (2) to
carry on the consummation cf such plans direct from here instead of from
fiashington.

It is frequently necessary to invoke the assistance of the Recon-
struction Finance Corporaticn in such reorganizeticns, either in its purchase
of preferred stock or in granting louns. This also applies directly to emergency
situations in banks which are open and have become subject to heavy withdrawals.
All of such cases are subject to negotiaticns sometimes delicate in their

_character and of immediate urgency, and it is difficult to conduct such negotiec-

tions on the ground, every phase of which must be referred to tiue authorities in
Wwashingzton.

We therefore suggest the advisability of the Reconstruction Finance
Corporation placing, with headquarters in Chicago, an authoritative represen-
tative to review these various situations in the local atmosphere, snd whose
recommendation for imperative and immediate action would have weight with the
Board of the Corporation.

It is obvious that no criticism of either the Comptroller's office
or the Reconstruction Finance Corporstion is implied in these suggestions, as
we are fully aware of the great pressure on their offices in Washington, and
fully apprecistive of their cooperaticn. The suggestions are made, rather,
with the view of expediting the coordination of the several agencies involved
to the end that such coordination may be more effective.

It is the view of the Executive Comnittee of this bank that the
adoption of these measures would be most helpful at this particular time and
under thuese particular circumstances to expedite the relezse of a substantial
portion of the three-quarters of a billion dollars of deposits still impounded

- —your consideration.

EkS HH

Copies to -~ Hon. Wiliiam H. Woodin, Secretery of the Treasury .
Hon. Eugene R. Black, Governor, Federal Reserve Board*”
Hon. J. F. T. 0'Connor, Comptroller of the Currency
Hon. Jesse H. Jones, Chairman, Reconstruction Finance Corporation
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June 4, 1933, L
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12:15 pm.

MEMORANDUM

Govemor Black:

¥r. Delaney eelled and advised that the City National
Bank and Trust Company, which put on the 90-day notice this
marning, has had very few people in the lobdy, probahly 7 or 8 at
atime. The Central National Bemk and Trust Company, however, has
had around 100 people in the lobby, =nd no p:bgreu seems to bhe
made in reducing the nmumber. Deleney has advenced this institution
$475,000, He states that there is a division of opinion smong the
direectors of the inmstitution sa to whether they shomld put on the
90~day notice or cont inue mmking payments.

Mr. Delaney also says that it 1is I{the mractice of the
Battle Creek banks to keep open on Wednesdey night from 6:20 to
8 o'clock.

F.M.McClelland

FILE COPRPY

Federal Reserve Bank of St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED
Pl Authority NND 3002¢

MEMORANDUM

June 14, 1933.

Governor Black:

The City National Bank and Trust Company, which lost

$200,000 in deposita yesterday, has invoked the 90~day notice
on savings deposits, My, Jones hes been in touch with Mr. Creen,
its ﬁruidmt. and discussed the orgenization of a new bank with
$500,000 first preferred subsoribed by the R, F. C., $500,000

- second preferred, and $250,000 common subscribed locally. He also
has communicated with the president of the Centrel National Benk
and Trust Company, which lost $800,000 yesterday, but hes not ine
voked the savings clause. He stated that this bank apperently
was not aware of the real seriousness of the situation and that
he had suggested that its president get in touch immediately with
¥re. Green with the ides of having both institutions take similar
reorgenization action during the day.

Mr. Deleney, of Chicugo, advises that he has advenced the

City Nationel Bank #115,000 end the Central National Bank and Trust
Company $450,000 against their 10 (b) notes, When they opened thie
morning each had only between $40,000 end $60,000 on hand., He elso
said that he understood the R, F, C, has made a cormitment of 4300,000
to the Central and $200,000 to the City.
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In a conversation with Mr. Delanesy, he stated that the Central

e P

National Bank and Trust Company todsy gained $50,000 in commercial de-
pout:.;w;‘dw lost $536,000 on savings deposits snd certifieates of deposit,
and that, while they think they have beaten the run, it has practically
cleaned out their cash. The Federal reserve bank let them have $450,000
today, rumning their total indebtedness to abmut §1,200,000. Deleney
said that the Reconstruction Finance Corporation has made a commitment
of $450,000 which they will authorize him to pay the first thing inm the
morning if the bank gets the collatersl in the corporation's hands to-
night, which they are doing. He said he was also checking up to see
what the Federal reserve bank could do for them. While he stated that he
thought the present loans were well secured, he indicated that their
additional borrowing capacity is very limited.

He said that the City National Bank and Trust Company lost about

L ST - T ey,
$43,000 on eommercial deposits and, that with the notice on, they lost

only §$1,200 on savings. In response to your inquiry as to what was being
d?b towaxd reorganization, he said that the City National Bank and Trust
CO-pany has a mesting on which he has not attended, but that Mr. Green
told him that he had $500,000 of stock promised. You then ssked him
to have, first, Mr. Green and them the presidont of the Central Kational
Bank and Trust Company call you.

Mr. Green called at 5:50 p. m. and said that he did not think

his bank lost anything today. He said they had two or three payrolls,

Federal Reserve Bank of St. Louis
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but that they would get credit for them tomorrow. He stated that they
had a meeting this afternoon and that his workers are ocut this evening
and tomorrow morning, and that the money for reorganizing will be there
in the morning. He said what he was working on was $250,000 common stock,
25285 preferred from local interests, and §750,000 preferred from the
Reconstruction Finance Corporation.
- He also saild that Mr. Jones called him and that Mr. Stod;!ard,
who will be there tomorrow morning, wants to go over the matier of jJoint
action, refexrring, I assume, to the suzgestion that the new bank also
take over one-half of the deposits of the Old-Merchants National Bank
and Trust Company.
After you bad expressod to him your idea as to the wvalue of such
Joint action, he said that he thought more monsy would be nseded and you
stated that you thought it would be desirable., He expressed ths opinion
that one party (referring to Mr. Kellogg) might be willing to remew his
previous proposition, and asked you how much money you thought would be
required for the joint proposition. You stated that you thought they
should get all they could, and that in your opinion $500,000 or $750,000
more would make a clean bank, Mr. Green said that he shoughtMr. Stoddard
and he could get at Mr. Kellogg in the morning. You suggested that some-
thing should bs done as soon as possible and Mr. Green replied that Mr,
Kellogg appeared to like Mr. Stoddard and that he would prefer to wait
until the latter got in tomorrow morning. He said he thoughthe could
call you before 12 o'clock.
At 8:15 p. m. Mr. Evans of the Central National Bank and Trust
Company called and stated that they lost $536,000 in savings and

certificates of deposit. He said he thoughttheir commsrcial figures

Federal Reserve Bank of St. Louis
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wont off somewhat; also that there had been a tranasfer from certifioates
of deposit over to commercial deposits which, howaver, w included
in the $536,000. He said they had about $175,000 cash and had arrange-~
ments with the R. P. C. for $400,000 and, in addition, were getting a
loan from the PFederel reserve dbank of $100,000, and in response to an
inquiry whether they were doing my?:ns about preferred siock, he said
that they had not yet but that he would talk the matter over with the
Re F. C. representative who will be there tomorrow, He saild that they
were resopening at 6:30 and that after their closing at 8:00 he would
call you at the hotel and give you his ﬂgnl figures for the day.

Federal Reserve Bank of St. Louis
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Ad
To Goverfors, Federal Reserve Banks. June ¥; 1083

Boston, Mass. Chicago, Il1,

New York, N. Y, St. Louis, Mo,
Philadelphia, Pa, Minveapolis, Minn,
Cleveland, Ohio. Kansas City, Mo,
Riohmond, Va, Dallas, Tex.
Atlanta, Ga. San Francisce, Calif,

That part of Dopartneni®s telegrewm of Scroh eleven instrusting
Poderel Resarve Banks urtll further sdviswi %o lowsr the sbeatard of

fitness on all forms of gwrreaty which they are permitted to pay out

IRt

L4 deroly ressinded, The uausl standizd of fituess may herecfier

be oheerved,

g AT T

SCHES0N
Under Searotary Treesury

o st
O bl
JURE V.
R

vl

Gagy Pows /
Foborel Zessrve Roand
Trecower Tob,

Private Wire.
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Relet {gggJQQJ re Peoples State Bark of Bloomer, Wisconsin STOP

1933.

hanhall

AKC=hicb
J
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Under Executive Order March 10 barks not members of Federal Reserve System
are licensed for normal business by approprate authority in each State and

~ “member banks of Federal Reserve System are licensed for normal business by

s I
AR o 51 RS T M

Secretary of the Treasury STOP Secretary of the Treasury has no authority
to iizénse Peopleé Stgzé Bank of Bloomer as of date when bark actually did
open under license issued by Cormissioner of Baks of Wisconsin STBEP

In order to avoid leral questions relating to banking transactions of State
banks becoming a member the Feieral Reserve System a license issued by
Secretary of the Treasury is necessary STOP AMend license to Peoples
State Bank of Bloomer, Wisconsin, to become effective concurrent with
bank's admission to Federal Reserve Syatem which I understand is June 8,

wHEw
WOODIN

FEDFRAL RESELVE SYSTEM - LTASED
WIRE,
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Jone 10, 1933.

Chieago, Illinois.
T Desr Nr. Stevenss
In connartion with the negotiations
wideh have boon uniear way at Battle Cresk, Hadigen,
there 1s inslosed harevith for your confidential
inforsation copy of & self-explasatory Selegras
whioh was Mttd‘;:tm to Homoradle ¥. K.

Kallegg.

Yery truly yours,

. R. Black,

FILE CORY
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1orm 118D T E I. E G R A M
FEDERAL RESERVE BOARD
WASHINGTON ?
SYSVENS - Chicage Juns 10, 1933.
TOUR TELEGAAM. MAILING YOU TODAY COPY OF TELEGRAM ADDEESSED YESTREDAY
%012, KNS009 YR NIGEATURDS OF MAGHRS. YOUDIN. BUACK, AXD JuNES, READING
A3 FOLIOWS:

QUOTR ¥We bave just been inforwed by cur representatives, Messrs. Stoddard and
Preston, that you bave again roesumned leadership in the hanking situation at Battle
Cresk, We are gratified ot your aotion in again sswuming this leadarship which is
#0 vital to the interssts of the commmity which you have largely btullt and whi
moans 80 much to you. :

Wo wrge now that under your leadership, you go forward with the plan heretofore
proposed by you, as covered by your tslephwne conversation with Mr. Jones of last
Yriday which was to the effeet that a new national bdank would de formed with
$4,000,000 new onsh ospitel, which new bank would sesume the &eposits in full of the
0ld4 Merchants National Bank and the City National Bsnk. The Recmstruction Finance
Corperation, under this plan, would subsoribe for $2,000,000 of preferred stock to
bDear dividends for the first five years at Bf and thereafter at 64, and would lend
you for three years, at a low rate of interest, $1,750,000 with wiich %o bDuy that
anount of second preferred stook, the remaining $380,000, representing oommon stodk,
to be subsarided by you ar others there.

In addition to the above, tha Federal Ressrve is prepared to give the new dank its
usual fall credit acocammofations and the Reconstruction Yinance Corporation is pre-
pared, in addigion to such Reserve Dank action, to furnish the new bank such suppors
as it may need in order %o properly serve the people of Battle Oreek and fully
protect the depositan of the new baxk.

We now urge that you assume the full leadership necessary and have ths psople of
Battle Ores mest this energency. 7You are a grest philanthropist, and it 1s doudtful
412 you ever will have ancther opprortunity to be as helpful to your fiiends and neighbors

The President joins in this request andi went you, and the people of Battle Oresk apd
Michigan to know that 1% is his purpess snd the purpose of his Administration snd of
the agencies whioch we represent, to stamd in the mammer stated above, shoulder to
shoulder with every ocmunity ia the United States vhere similar emergencios may develop.

The benking situstion throughout the country is repidly becoming well stabilized, and
saother fallure in Michigan, espeocially ia a City whose citiszens are adle to avers is,
would be extremsaly uafortunate. UNGIOTE.

E. R. BLACK

FILE COPY -

EMM/vms
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TELEGRAM
FEDERAL RESERVE SYSTEM L
(LEASED WIRE SERVICE) . -~
13—F04 RECEIVED AT WASHINGTON, D. C. y 74’ 2‘
118gb - o ‘ V;
Chicago Jun 10 1226p e =7 7
Bleck

Board Washn
Understood from McKay you were sending us copies your wires to

Mr Kellogg, which have not yet been received, Will be very helpful

-

to‘us here if we have such copies, I have just been talking with
Mr Cummings here who also would 1like to be advised of the nature of
the telegrams

Stev=ns

1231p

U # GOVERNMENT PRIFTING OFFIOR: 1900 16784
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To ____Messrs. O'Copnor, Miller, Hamlin & James Subject: L

From Ke. WW- o

i [ g -
e

» Selogrn i o wos Sreaemittol yestardey to lossrable 1. X. Eellegs,
Babtls Cresic, Mchigm, regurding the aivaation wich exists theve.

Mr. Preston advises over the telephone that they will endesvar to
close the negotiations for the organization of the new bank over this
vodc-ed. :
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FEDFD AL RWSEAVE BANX OF MINNEAPOLIS L

June 10th, 1933

Mr. Chester Morrill, Secretary,

Federal Reserve Board,
Washirgton, D, C.

Dear Mr. Morrill,

I quote as follows frow your wire of iay 25th:

"Stute bank vpon adiwission to mewbership in Feve al Reserve Systen must

secure license from ths Secretary of tiue Treasury to perrcrm all usual
and normal banking functions except as otlierwise prohivltea, *¥kx*xkkx
c B "
. N t e COLTLQ LIC: 2
Licznse will 0s issuea upOf Yyour recommer abion,
Under date of June 1l0th Secretary Woodin wired Governor Gsery
as follows:

"Heving been advised by the Federal Reserve Bark of lMinneapolis, Minn,,
thzt the following named bank has bzen adnitted to membership in the
Fzaeral Resere System and they recommend that a license be issued to
the institution I hereby direct the Federal Feserve Bank of Minneapc-
lis, Minr,, acting as my designated agent, to lssue a license in the
form heretofore prescrived by me to transact normal banking business
effectove Saturday, June 10, 1933, to the Peoples State Bank of
Bloomer, Wisconsin,"

The actuel wording of the license mentioned in the above
wires runs in part as follows:

"Peoples State Bark, Blocmer, Wisconsin, is hereby permitted to open
on the loth day of June 1933, its office in the following place
Blcomer, Wisccnsin, and to perform its usual barl:ding functions, ex-
cept: a0 e o A A ok ok ko ok ok 18 .

It is a fact that this bank has been operation as a going
institution since it was dischardge by Presidential proclamation and the
consent of the Cormissioner of Banks of the Stete of Wisconsin, directly
following the termination of President Roosevelt'!s bank holiday,

Is it not an anachronise: and might it not lead to possible
difriculties to 1license this bank to open as of jure 10, 1933, whereas it
has actually been conducting business for a cconsiderable previous period,
Isn't it possible that actual lawsuits might be satrted azgainst the bank
on the basis that the bank operated without peruissicn up to June 10th?

Wouldn't it be possible to et a ruling from the Secretary
of the Treasury which would change the wording on the license to read
that the Pecples State Bank cf Blcomer, Wisconsin, was permitted to ppen

Federal Reserve Bank of St. Louis
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Mr. Chester Morrill, Secretary,:. June 10, 1933
Federal Reserve Board, (2)

on that date when the bank actually did open? I am holding up the delivery
of the license in this particular instance until I hesr from you.

I have written you trusting that you will give an immediate
response, as the matter has come pp after you were closed in Washington with
Saturday's half holiday, but I wish you would wire your response so that

b CEPEENILITOCLEO0IS LT RCCTLEEI0TSE1.150.08
this license will not be unduly withheld.
With best personal regards,

- J. N, Peyton
i Chairman of the Board,

JNP; b
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PATRONS ARE REQUESTED TO FAVOR THE COMPANY BY CRITICISM AND SUGGESTION CONCERNING ITS SERVICE 1211 A

CLASS OF SERVICE DESIRE J CHECK \_

DC™MESTIC CABLE
TELEGRAM FULL RATE |
DAY LETTER DEFERRED ACCT'G INFMN,
NIGHT NIGHT

MESSAGE LETTER
NIGHT WEEK END

LETTER LETTER TIME FILED

Patrons shonld check class of service )
desired; otherwise message wil% E

transmitted as a full-rate -\ y, P 4 f

commanication.

NEWCOMB CARLTON, PRESIDENT J. €. WILLEVER, FIRST VICE-PRESIDENT

Send the following message, subject to the terms on back hereof, which ase hereby agreed to

June 9, 1933,

Hen, W. K. Kellogg,
Battle Creek, Miohigan,

My dear Mr, Kellogg:

We are informed by our representatives, Messrs, Stoddard & Preston, thas
you have decided not to assist ia the danking situation at Battle Creek. This
is very distressing and we urge, in the interests of the cemnunity whioh you
have largely tuilt amd which means so much $o you, that you recemsider and
furnish tha$ leadership whioh s se badly needed in $his orisis,

The Reconstrustien Finance Corporatiom 4s willing to go forward with the
plan heretefore proposed by you as covered by your telephone cenversation with
Mr, Jones of last Friday, whioh was te the effeet thas a now national bank
would be formed with $4,000,000 new cash oapital, which new bank would assume
the deposits in full of the old Merchants ¥ational Bank amd the City National
Bank, The Reoongtrustien Finance Corporaticm would subsoride for $2,000,000
of Preferred 3tock te bear dividends for the first five years at 85X and there-
after at 6% Alse the Reconstrustien Finance Corporation would lend yeu fer three years
&t a low rate:.of.: interest §1,780,000 with whigh to buy that mmount of Seocond
Preferred Steck, the remaining $280,000 %o be subscribed by you or others there.

In additien to the above we are prepared to zive the new bank any
that it may need to properly serwe t o peopls of Battle Creek and te fully
protect its depositors, amd very earnestly urge that you persemally assume
the necessary leadership and get the people of Battle Creek to meet this smsrgensy.
You are a great philanthropist and it is doudtful 4f you will ever have another
epportunity to be as helpful to your neighbors and friends ef a lifetime,

The President joins in this request and wants you and the people of Battlo
Cresk and Michigm to lmow that it is his purpose and the purpose of his Admine
istration inoluding the ageneies which we represent to stamd shoulder to shoulder
with every commmity in the United States where similar emergencies my develop.
The danking situatien throughout the country is rapidly becoming well stabilised
and another failure in Michigan, especially in a e¢ity whose eitisens are abdle
to avert it, would be extremely unfortunate. The President suggests you call
a meeting of thoce of your citizens most able to help and present the matter as
a civic proposition, Ig
Yad, /8, WOODIN,

Secretary of the Treasury.

EUGENE R, BLACK,
.Go'nm*r of the Federsl Reserve Beoard.

JESSE H, JONES, :
Chairman, Reconstruetien Pinanee Cerporatiom,

THE QUICKEST, SUREST AND SAFEST WAY TO SEND MONEY IS BY TELEGRAPH OR CABLE
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ALL MESSAGES TAKEN .. .iIS COMPANY ARE SUBJECT .. _.{E FOLLOWING TERMS:

To guard against mistakes or delays, the sender of a message should order it repeated, that is, telegraphed back to the originating office for comparison. For this,
one-half the unrepeated message rate is charged in addition. Unless otherwise indicated on its face, this is an unrepeated message and paid for as such, in consideration
whereof it is agrzed between the sender of the message and this company as follows:

1. The company shall not be liable for mistakes or delays ih the transmission or delivery, or for non-delivery, of any message received for transmission at the unre-
peated-message rate beyond the sum of five hundred dollars; nor for mistakes or delays in the transmission or delivery, or for non-delivery, of any message received for
transmission at the repeated-message rate beyond the sum of five thousand dollars, unless specially valued; nor in any case for delays arising from unavoidable interrup-
tion in the working of its lines; nor for errors in cipher or obscure messages.

2. In any event the company shall not be liable for damages for mistakes or delays in the transmission or delivery, or for the non-delivery, of any message, whether
caused by the negligence of its servants or otlierwise, beyond the sum of five thousand dollars, at which amount each message is deemed to be valued, unless a greater
value is stated in writing by the sender thereof at the time the message is tendered for transmission, and unless the repeated-message rate is paicd or agreed to be paid,

and an additional charge equal to one-tenth of one percent of the amount by which such valuation shall exceed five thousand dollars.
The company is hereby made the agent, of the sender, without liability, to forward this message over the lines of any other company when necessary to reach

its destination.

Domestic messages and incoming cable messages will be delivered free within one-half mile of the company’s office in towns of 5,000 population or less,
and within one mile of such office in other cities or towns. Beyond these limits the company does not undertake to make delivery, but will, without liability, at the sen-
der’s request, as his agent and at his expense, endeavor to contratct for him for such delivery at a reasonable price.

No responsibility attaches to this company concerning messages until the same are accepted at one of its transmitting offices; and if a message is sent to such
office by one of the company’s messengers, he acts for that purpose as the agent of the sender.

6. Thecompany will not be liable for damages or statutory penalties in any case where the claim is not presented in writing within sixty days after the message

is filed with the company for transmission.

It is agreed that in any action by the company to recover the tolls for any message or messages the prompt and correct transmission and delivery thereof shall be

presumed, subject to rebuttal by competent evidence.

Special terms governing the transmission of messages according to their classes, as enumerated below, shall apply to messages in each of such respective classes

in addition to all the foregoing terms. . X
9. No employee of the company is authorized to vary the foregoing.

THE WESTERN UNION TELEGRAPH COMPANY

INCORPORATED
NEWCOMSB CARLTON, PRESIDENT

CLASSES OF SERVICE

TELEGRAMS
A full-rate expedited service.
NIGHT MESSAGES .

Accepted up to 2:00 A.M. at reduced rates to be sent during the night and deliv-
ered not earlier than the morning of the ensuing business day. .

Night Messages may at the option of the Telegraph Company be mailed at des-
tination to the addressees, and the Company shall be deemed to have discharged
its obligation in such cases with respect to delivery by mailing such night messages
at destination, postage prepaid.

DAY LETTERS

A deferred day service at rates lower than the standard telegram rates as fol-
lows: One and one-half times the standard night letter rate for the transmission
of 50 words or less and one-fifth of the initial rates for each additional 10 words
or less.

SPECIAL TERMS APPLYING TO DAY LETTERS!

In further consideration of the reduced rate for this special Day Letter service,
the following special terms in addition to those enumerated above are hereby
agreed to: ) . .

A. Day Letters may be férwarded by the Telegraph Company as a deferred
service and the transmission and delivery of such Day Letters is, in all respects,
subordinate to the priority of transmission and delivery of regular telegrams.

8. This Day Letter isreceived subject to the express understanding and agree-
ment that the Company does not undertake that a Day Letter shall be ('iellvgred
on the day of its date absolutely, and at all events; but that the Company’s obliga-
tion in this respect is subject to the condition that there shall remain sufficient
time for the transmission and delivery of such Day Letter on the day of its date
during regular office hours, subject to the priority of the transmission of regular
telegrams under the conditions named above,, X

No employee of the Company is authorized to vary the foregoing.

NIGHT LETTERS

Accepted up to 2:00 A.M. for delivery on the morning of the ensuing business
day, at rates still lower than standard night message rates, as follows: The stand-

ard telegram rate for 10 words shall be charged for the transmission of 50 words
or less, and one-fifth of such standard telegram rate for 10 words shall be charged
for each' additional 10. words or less.

 SPECIAL TERMS APPLYING TO NIGHT LETTERS:

In further consideration of the reduced rates for this special Night Letter serv-
ice, tge following special terms in addition to those enumerated above are hereby
agreed to:

Night Letters may at the option of the Telegraph Company be mailed at
destination to the addresseés, and the Company shall be deemed to have dis-
charged its obligation in such cases with respect to delivery by mailing such Night
Letters at destination. postage prepaid.

No employee of the Company is authorized to vary the foregoing.
FULL RATE CABLES '

An expedited service throughout. Code language permitted.
DEFERRED HALF-RATE CABLES

Subject to being deferr\ed in favor of full rate messages for not exceeding 24 hours.

"Must be in plain language of country of origin or of destination, or in French. This

service is in effect with most countries throughout the world.

'CABLE NIGHT LETTERS

An overnight, low-rate, plain-language service. Delivery by mail beyond London
will be made if a full mailing address is given and the words *'Post” and *“London”

~ are written in the address. Minimum 20 or 25 words charged for. .

WEEK-END LETTERS

At stili lower rates. Similar to Cable Night Letters except that they.are apceptgd
up to midnight Saturday for delivery Monday morning, if telegraphic delivery is
selected. Minimum 20 or 25 words charged for.
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June 9, 1933

O . :
'}:}J‘/ ?
L {i

MEMORANDUM FOR MR. AWALT,
Deputy Comptroller,
Preasury Building,
Waghington, D. C.

There is an apparent lack of prograss.in.hank reorganizations in

Michigan and there are several reasons for this contimued restriction of bank credits.

1. The banke not licensed are generally in terrible shape. Commissioner Reichert
is said to have stated that he has no banks not licensed that even approximate
solvency, and generally speeking, the unlicensed national banks are in the same cata-
gory. For the national banks the paramount problem at present is to keep open many
of the banks already licensed.

_ R+ The cash reserves of a vast majority of the banks in Michigan were on deposit
with the Guardiaen National Bank or the First National Bank in Detroit, and as yet
only 40% of the balance in each of these banks has been released. Incidentally, the
one thing that is logically possible and which will quiet political ballyhoo and pudlic
clamor is another distribution in each of the above banks, if necessary through the
medium of & loan from the Reconstruction Finance Corporation. This is possidble, to the
knowledge of the writer, in the case of the Guardian National Bank as they are able
now to retire their first loan from the Reconstruction Finance Corporation.

3. The Governor's holiday in Michigan, which came several weeks before March 4th,
enabled local and state politicians to brew a myriad of verbal panaceas which, to the
lay mind, made sense but which were, in the face of facts, practically impracticable.
Ls a natural result depositors in Michigen believe that all the unlicensed banks are
in fair or good shape if the govermment, state or national, would sllow them to open,
and the bankers generally are glad to accept this premise, subject, of course, to the
added condition that the govermment, by some magic, furnish the cash for the payment
of deposits.

4. The bankers, because of the facts and conditions stated above, have hoped and
believed that the politicians could pull the rabbit out of the hat and thereby trans-
form their mistakes of the past twenty years into acceptable assets, and the bankers,
therefore, have "just sat” rather than to admit their errors and effect reorganization
on some feasible plan.

There has been enacted in Michigan & statute providing for the re~
organization of banks. It requires, in brief, that the bank publish for sixty days
its plan of reorganization, during which time any objecting depositor can have recourse
to a cowrt of competent jurisdiction to file his complaint in regard to the proposed
plan. The decision as to the equality and acceptebility of the plan is then up to the
court. If this plan is approved, assets equal to a stated percentage of the deposits
ere segregated in a trust fund to pay these automatically waived deposits. Michigan
statutes have heretofore required state banks to segregate certain assets for the pro-
tection, first, of savings deposits, and in liquidation these asseis are used to pay
savings depositors in full. 1If the savings depositors are not paid in full they share
ratably in the remeining assets with the commercial depositors. However, the present
plan of reorganization gives no preference to the savings depositors, and herein lies
one of the many reasons which cause unbiased attorneys to predict that this reorgan-
ization statute will not hold water.

The present laws of Michigan do not provide for state banks to be
capitalized by preferred stock, and becsuse of the lack of avallsbility of any capital
many state banks are contemplating in their reorganization plans conversion into
national banks.
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Memorandum For Mr. Awalt -2 6/9/33

Gradually, and with the ald of the local branch of the Reconstruct-
ion Finance Corporation, the banks, as well as the people of Michigan, are beginning
to realize that they must do something themselves to bring about the rehabilitation
of their banks. Mr. F. T. Figher, Jr., local Reconstruction Finance Corporation
Agent, states that it has been only in the past two weeks that the agency has been
contacted by bankers at large, and he states that in the majority of cases the demand
is for a new national charter.

_ It is the belief of the writer, as well as officials of the Detroit
Agency of the Reconstruction Finance Corporation, that if any banks that are at pres-
ent licensed are allowed to fail the whole state of Michigean will again be thrown
into a chaotic condition.

(s) A. J. Mulroney

A, J. Mulroney, Examiner.
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The following banks in the larger cities in Michigan, although

licensed, are in such condition that should any licensed benk be allowed to fail
these banks would, no doubt, have a hard time surviving:

GRAND RAPIDS: The 01d Kent Bank open unrestricted, member of Federal Reserve

_ System, condition precarious, reserve deficient, $20,000,000,00 bank.

BATTLE CREEK: The banks in this commmnity are the 0ld Merchants National Bank, the

Central National Bank, the City National Bank, and it is questioneable
whether any of these banks would survive if the 0ld Merchants is allowed
to fail,

First National Bank, precarious condition, making only falr progress,
is borrowing from Reconstruction Finance Corporation.

No national or member banks open, however, there are three small state
banks, two of which are open on unrestricted basis.

Pirst National Bank, open on an unrestricted basis, heavily indebted to
the Reconstruction Finance Corporation. They are trying at present to
recapitalize. Would not be able to stand many more withdrawals.

Hag Citizens Commercial and Savings Bank, non-member, open without
restrictions, making fairly satisfactory progress as their deposits
have increased approximately 20% since the holiday.
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B | |
FEDERAL RESERVE BOARD i z{; S
WASHINGTON

June 8, 1933

In response to paragraph B of Trans 1763 of April 13 you reported

Hibernia Bank and Trust Company and Canal Bank and Trust Company of

New Orlesns s operating under restrictions but have not reported any

change in the status of either bank although their successors, the

~ Hibernia National Bank and the Nationsl Bank of Commerce, opened for
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Please wirs present s tatus of two non-licemsed

state bank menbers.
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June 7, 1933,
3345 P.M.
Mr. Preston adviges that Mr. Kellogg has definitely turned down
the proposition of a fifty-fifty arrangement with the Reconstruction
Finence Corporation on $4,000,000 of preferred stock. It appears
that one of his grandsons and the head of the Kellogg Foundation are
now endeavoring to work out & counter-proposition along with Mr.
Green, President of the City Natiomal Bank and Trust Company, whom
Mr. Prestoz; descrites as "the other rich man in town® and Mr. Kellogg's
partner. Mr, Preston states that Mr. Green. has just left him to go to
& meeting with thezﬂ‘grandson and the Foundé.tion man, and so there is nothing
definite to report as to the counter-propositi on which will be made. He
sald, however, that she thought Mr. Kellogg would be willing to take$l,000,000
of preferred stock, with the Reconstruction Finance Corporation, and a sugges-
tion apparently has been made that the Reconstruction Finence Corporation ad-
vance $1,500,000 on the bank buildings. Mr. Preston said that he understood
Mr. Kellogg would not be willing to come in unless the baxk got $4,000,000 in
cash, but that no suggestion had been made as to how the additionel $500,000
might be raised.
S P.M,
Mr. Preston just called again and sald that the following counter—
‘proposition is belng submitted to Mr. Jones for his consideration:
Mr. Kellogg to teke $1,000,000 of first preferred stock
Reconstruction Fnance Corporation to teke $1,000,000 of first
preferred stock
Reconstruction Finance Corporation to make a loan of $2,500,000 on
the two bank Dbuildings and charged-out assets.
The O0ld Merchants National Bank Bullding is carried onm its books at

$2,300,000 and the City National Bank Building is carried at $1,155,000.
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YWe have understood that the charge-offe would aggregate $3,300,000, the amount
of the entire capital funds of the two old institutiyns. Mr. Preston could
not give me any definite informetion as to the real value of the two bank
buildings.

He said that Mr. Green, who is participating to the extent of $250,000
in Mr. Kelloggt!s preferred stock, felt that this proposition was the best that
could be gotten, and Mr. Preston feels that unless the deal is closed
approximately as submitted, the negotiations are emded. He pointed out that
the counter-proposition contemplates $4,500,000 of new money, whereas previous
propositions were based on $4,000,000, and indicated that this fact offered
some leeway in consideration of the present proposal. He appears confident
that although the proposal will not clean up the bank, it will save it, and
says that when the public finds that Mr. Kellogg has put $1,000,000 into the
institution and that the Reconstruction Finance Corporation is also a stock~

holder, the situation will settle dowvm.
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FEDERAL RESERVE BANK OF CHICAGO 777
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CHAIRMAN OF THE BOARD AND W JUPPN
FEDERAL RESERVE AGENT June 7, 1933. /;/

| Federal Reserve Board, /
Washington, D. C. Please note - initia! and !

Return to Secretary's Office

Gentlemen: e
AR I
Supplementing my report of yesterday on state member
banks unlicensed in the State of Michigan, I am now enclosing
& similar report on all state member banks unlicensed in
Indiana, Wisconsin, Illinois, and Iowa. You will note that
most of these are small institutions.
Very tru

’

EMS FC Chairman

Al

bl

£ W B

H
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Mr, Stevens June 6, 1933
Mre Youn‘

I am giving you herewith informatiom concerning all of
our State member banks in Indiang which have not as yet been lioensed.

8ta Jo;;%h Valley Bank, Elkhart, We have eonferred
on several occasions with officers of the bank, and our representative
reeently made an asset exsmination of tho institutiom, It appsars that 1t
W11l be extremely difficult to raise eapital whioh, in addition to the problem
of borrowed money and extremely high velwme of undesirable assets, makes this
situation a diffioult one to handle, They recently sulmitted a plan to us
which we eould not approve, Briefly, it provided for & 35X waiver outright
by depositors, the remaining 65X of deposits to be frosen and relessed pro rata
as oolleetions are mado from assets., At their request withdrawal papers have
been forwarded, and we feel their applioation will be filed within a few days,

Diekinson Trust c%! Riohmond, Our examiner made
an asset examination o e in on, oh reflected & mueh higher volume
of eriticised assets than that oontained in the State examiner's report. Ve
have today written Deputy Bank Commissioner Barr that the plan tentatively
agreed upon & few days ago eouwld mot be spproved due to the fast that owr
examiner indisates that approximstely $280,000 eut of total assessment of
$200,000 ocan be esllected from stockhelders, Plan as submitted by State
Banking Department provides ‘foir an assessment of $150,000 and reduction in
sapital from $300,000 to $160,000 and a 30X eutright waiver of deposits, Ve
have suggested te the State Banking Department that another cenference be
held and it may be possible that s reorganisation can be effeected,

Terre Haute Trust cyt Terre Haute, ¥We have conferred
em several ococoasions oers, direstors a epositor's committee of

subjeot bark, and have approved the plan for the organisation of a new bank,
part of the eapital to be furnished by the R, Fe Co, the new bank to assume
80X of the deposit 1iability. Depositor's someittes reports today that they
are oonfident that the neeessary capital oan be raised and that depositors'
agresments ocan be geoured,

Ste Jo-;h Loan & Trust Cﬁ;ﬂ, South Bend. Voluntarily
withdrew from nambership, effestive O » .

U, 8+ Bank & Trust Company, Roshester. Voluntarily withdrew
from mexbership, effectlive Maroh 24, 1938,
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WISCOESIN

. Parmers & Mershants S8tate Bank, Senesa. XNo plan as yet
bas been agreed upen Tor reorganisation of the Eﬂimloa. The mtter will
be Saken up with the S8tate BJunking Department within a few days,

ILLINOIS

State Dank of Cuba, Cuba, Exesutive vicsespresidenmt ‘1{if&,z
of the bank oalled a Tew age ! $ he would submit & plan for | /s
owr oensideration within a few days. It will provide for a 20X waiver of /gg*f
dopesits and an aesessment on the eapital, Complete details mot avel ladle. Fiy
We are ssopersting with the State Banking Department inm regard o the iastt ~
tlem, '
I0wWA

We will have sne of owr emminers visit the State Bmnking
Department as seon as possidle te csnfer with banking officials as te
resrganisation of the fellowing basks whioch are operating under the previsions
of Bemate File 111

Farmers State Bank, Charter Oak
State Savings Bamk, Chariton
Iows State Savings Benk, Pairfield
Citigens Savings Bank, 34 1man
Pairbank State Bank, ‘Falrbank

* Meshaniesville Trust & Savings,Meshaniosville
(*) Resent report indiestes bank relesved from Semate File 111,

In my opinion enly two of the unlieensed msmber banks in
Jown will be able to effest a recrganisstion which this offiee oan approve,

T C. 8, Yeung
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. e ..
To Governor Black, S Subject:___ 7 74, 2
»me Mr. McClelland. '

v-6~-23
Mr. Preston just called and said that up to 1l o'clock today the Cld

Merchants National Barnk and Trust Company lost $32,000, as much as their
entire losses yesterday. Three fairly large savings accounts amounting to
 $4,000, $5,000 and $7,000, respectively, have been closed out. Mr. Preston
says that it looks as though the uncertainties attached to the negotliations
last week are having an effect on the putlic. He does noi see how the bank
;a.n lagt for more than two or three days. They had this morning $310,000 in
cash, $250,000 available from the Federal reserve bank loan and $63,000 in
unused float at the Federal, a total of slightly less than $625,000.
Stoddard, the Reconstruction Finance Corporaticn man, is in Grand Raisids
today, but has an engagement with Mr. Kellogg tomorrow. Green, President of
the City National Bank and Trust Company, tells Preston thé,t he mnderstands
from Stoddard that he has been authorized to offer Mr. Kellogg the same class
of stock as the Reconstruction Finance Corporation is taking, and a period of
five years in which to make payment. Although the proposition has mnot yet
been put up to Mr. Kelloég, Preston thinks he will go ealong on that basis.
He says Mr. Harris, of the Harris Trust and Savings Bank of Chicago, advised

Mr. Kellogg to go ahead as a civic matter, and not as a business proposition.

. 2
\Mif\c Q\“A KGJ)/
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In a telephone conversation this morning, Mr. Preston stated that .
his latest information from Battle Creek is that the negotiations with
Mr. Kellogg have gone over until Wednesday.

He st:ated, however, that on yesterday the 01d Merchants National
Bank and Trust Company lost only $42,000, while the deposits at the
“Central National Bank and Trust Company increased about $35,000, and
those of the City National Bank and Trust Company about $19,000. He
said he thought this quieting of the situation was due to the impression
vhich has become prevalent in the city that the Government is ta.’élng care
of the bankding situation and there is nothing to worry about. He also
stated that the Federal reserve bank has not yet released any part of the
proceeds of the $250,000 loan which has been approved, although it may be
necessary to do so today. He seemed to feel that the situation would rock
along for a few days.

He also mentioned, in a confidential way, his feeling that the Recon-
struction Finance Corporation should have a better man conducting negotia-
tions. He referred to the inability of the present representative to carry
negotiations through after preliminary a;rangements had been made with Mr.
Kellogg.

I inquired of Mr. Preston how the City National Bank and Trust Company
came into the plcture and he stated that they were being brought into the
consolidation in order to provide management for the new institution. Al-
though that institution, as well as the Central National Bark and Trust Company,
is iIn a difficult position its management is regarded as the best of the three

banks in Battle Creek.
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FEDERAL RESERVE BANK OF CHIOAC?O
Nr. Ham\in.\,z:

A EET .

Federal Reserve Board

Washington, D. C. Please nos < m
’ Rewsm 0 w§m

Gentlemen:

I enclose for your files a report from our Mr, Pitman as to
the condition of all the state member banks in Michigan (that part of
which is in our distriet). Mr. Pitman, as you know, has been working
at lensing with the State Banking Commissioner on this matter for some
weeks and every state member bank which is not yet licensed has been
interviewed with results as shown in this report.

You will note that a considerable number of them have adopted
plans which have been initiated by us and such plans are under way to
consummation. You will note another substential group that prefer to
continue under a conservator until a better position can be established
before reorganization is attempted; also, a third group where prospects
of reorganization seem to be remote. One contributing cause to this
latter situation is that the banks are so small that when a substantial
portion of thelr deposits are waived and put in a trust fund, the

resulting deposits in the reorganized bank would not warrant the expense
of conducting the institution.

We are following these various cases, but it is probable
that ultimately a substantial number of the banks in this group will

have to go into liquidation or otherwise resign their membership in the
Federal Reserve System.

ENS HH

TR :
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June 5, 1938
Memorandun for Mr. Stevens

From Mr. Pitman

I am giving you herewith information soncerning all ef the state
member banks in Mishigan whieh have not ae yst doen liocensed. In answer to the
question involving the matter ef initiative I believe that can beet be explained
by the procedure followed in the interview of these institutiens.

The Michigan Department designated one man who sat with me on all inter-
views relative to proposed recorganisation plans. In addition four Michigan ex-
aminers were assigned to give aselstanse in matters involving member banks. Eaeh
day one ef thess oxsmminers called the group of banks whioch wero to be interviewed
the following day. In view of this fact, I should say that the work was coopera-

tive throughout.

The following is a list of the banks, together with the status at the
present time - '

ADRIARN STATE SAVINGS BAWK, ADRIAN, MICHIGAN
¥o publlcation bas as ye$ been mk In the omse of this institwtiom. It is the

desire of the offieers of the bank te effest a reorganization, but I am inelined
to question the prodability of sueh a move. It appears that it will de extremely
difficult to raise capital whieh in addition to the predlem of borrowed money
makes this situation a difficulit one to andle. Pessidly at a later date one of
the remaining local bdbanks may be able to take over at least a portion ef this in-
stitution, theredy roleseing some of the depoeitors' funds now impounded.

COMMERCIAL SAVINGS BANK, ADRIAN, MICHIGANW
Publleation 1s under way for the reorganisation ef this institutien under a plan
whieh will rolease 65X of the deposits to depositare.

LENAWEE COUNTY SAVINGS BANK, ADRIAN, MICHIGAN
Publlcation 1s belng mde of & plan whieh will rolease 50X ef the present deposits

to depositoere.

COMMERCIAL & SAVINGS BANK, ALBION, MICHIGAN

sire of $he samagement of Ghis bank to reorganise but they appreciate
that it will be difficult for them to offeet any plan until dorrowed money, whish
is eqmal to approximately one-sixth of the deposit liability, has been liquidated.
I am advised that the sonservator is making every effort to acoamplish this and at
the same time arrange for oapital in order that definite plans may be adopted.
It would appear to me that & reorganisation may be effected at a little later date.

ALPENA TRUST & SAVINGS BANK, ALPENA, MICHIGAN

In this Inatance 1t appears that an entirely new group of stockholders is necessary
to supplant the present owners. The preeident eof the bank, who is a mejor stoeckholder,
adviges that it iz impoesiblo for him to meet an essessment. Therefere, an attempt
is being made to find ocutside capital. Am advized that a new conservator has been
appointed and is working toward the end of a reorganization at this time. In this
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oange also borrowed money oreates a barrier. In view of the sise of this institu-
tion and the importance of it in northeastern Michigax, it is my opinion that
svextunlly individusls of sufficient worth oan be found to tako an interest in
the bank. ’

ARMADA STATE BARK, ABMADA, MICHEIGAN
¥o publication 1s under way In this instance, due largely to an extremely low
liquidity and the problem of raising new oapital.

Some digoussion was had relative to tho merger of the two institutions at Armade
but nothing dofinite has beemn determined at this time, It is my opinion that if
new capital and suffiociont liquidity oan be provided for, a reorganiszation ocan
be had at this point.

FARUMERS STATE BANK, ARMADA, MICHIGAN

Fecanso of tho extremely Righ amount of undesirable assets in the oaso of this
bank it is the opinion ef the writor that the only answer is receivership. This
appears to be appreciated by the management of the bank and unless suffioient
liquidity oan be provided to provide for a merger without injury to the Armada
State Bank, I have no doudt but that ligquidation will be the final result.

BIG RAPIDS SAVINGS BANK, BIG RAPIDS, MICEIGAN

Heorganization appears Impossible, partioularly at this time. Representatives of
the bank believe it impossidle %o raiee new oapital and to ereate a liquidity suf-
fioient to reorganise without danger. Borrowed money is equal to approximately
one-sixth of the deposit liability.

BLANCHARD STATE BANK, BLANCHARD, MICHIGAN
Yeorganisation would B®  possible in thlis instance provided new ocapital eould be

had. Eowever,the mamgemmt of the bank doubts the advisability of eontinuing in
business due to the limited amount of business whieh the bank might reasonabdly
expest. On a reorganization basis deposits would amount to only $120,000. The
bank is to oontinue under conservator until definite plans ean be had whioh will
satisfy looal pecople.

CA8S CITY STATE BANK, CAS8S CITY, MICHRIGAN

The cashier, Nr. Auten, owns $28, ° present capital of $40,000. He appears
finansially unable to make any reasonable payment toward an assessment and, there-
fore, it would appear impossible to sxpeot any assistanse from present stockholders.
Mr. Auten felt the best plan in this case was to continue on under conservator at
least for a time. While borrowed money is not a problem, ocash ligquidity was so low
it appeared undesiruble to attempt a merger of this bank with the other bank in
Cass City referred to next below,
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PINNEY STATE BANK cus CITY, MICHIGAN

are be o) a reorganization on the basis of a 50% relesse to
depositors. Oash puiuon of this bank is about 27X with no borrowed momey.
While a merger of the other bdbank with this institution was diseussed, the offiocers
of the Pinney State Bank did not appear willing to impair their own ocash position
by taking over the frosen nssets of their ecmpetltor bank.

EATON COUNTY SAVINGS BANK, CBARLOTTE, MICHIGAN

Borrowed meney in this ease 1s equal to about 12X of tho deposit lisbility witha
relatively high essh position to offses. However, the offiscers of the bank believe
it advisable to eontinue on under conservator in an attempt to eliminate those
borrowings and to insure a good eash positiom beforo epening on o.“,(i‘ntriotod basis.
I believe eventunlly this bank ean bde reorganised, or perhaps consolidated with
the First National Bank at Charlotte.

cnmna STATE BANK, CHESANIMNG, MICHIGAN

or reorganization of this dank but it appears the in-
Mtutm will withdraw from membership and go on a restricted basis. Sinee bor-
rowed money is equal to about 12X of the proposed doposits and with & low ligquidity
at this time this probadly is about all that can be oxpested unless tho bank were
to eontimne under oonserwator for a rather indefinite period. The plan of reorganisa-
tion ealls for a 50X return to depositors.

STATE BANK OF CROSWELL, CROSWELL, MICHIGAN
Fub1leation 1s under way for the rsorganisation of this bank on the basis of a
60X release.

DAVISOR SIATE BANK, DAVISON, MICEIGAN
The conservator, # Ts also & large stoskholder, bas not as yot made his reecommenda-

tions in this omse. It is the opinion of the writer that reorganization ean be of-
fested ultimtely but it will leave a rather limited volums. Thero is no borrowed

monsy to interfere and liquidity is reasonmably high. The matter of ocapital, however,
appears to be a definite prodblem te be solved.

MONROE COUNTY BANK, DUNDEE, MICHIGAN

Borrowed money 1s a problem since It equals $71,000 as compared to a deposit liability
on the dasis of a 50X reorganisation of $237,000. The conserwator doudbted the benk's

ability to reorganise sinse he belisved ocapital would be extremely difficult to raise.
Aside from this the frosen comdition of the bank would seem %o be a barrier toward re-
organization on an unrestrieted dasis., It is the opinion of the writer that liguida-

tion will be the ultimate answer,
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ELK RAPIDS STATE BANK, RLE RAPIDS, MICHIGAN

The dlrectors of the bank are extremely anxious te reorganige this institution.
However, borrowed momey of $63,000 sreates a oomsiderable barrier sinsce deposits
on s reorganization of 60X would equal only $153,000. It was agreed that the bank
would eontinue under conservator in an attempt to provide for greater liquidity,
either through liquidation or refinansing. On the basis of the present condition
of the hank it appears doudtful whether or not a recorganization can bdo effeeted.

GENESEE COUNTY SAVINGS BANK, FLINT, MICHIGAN

Fab1TcatIon 1s under my Zor a reorganization on the basis of a 50X release.
There appears to bo nothing to interfers with this reorganisation and it is be-
lieved the bank will be in a poeition to reopem late in June .

UNION INDUSTRIAL TRUST & SAVINGS BANK, FLINT, MICHIGAN

Flans are under way for reorganisation on the basis of a 60X release and are being
pablished at this time. However, the writer is rather doubtful of the ability of
this bdank to meet the requirements for lieensing. Tho greatest difficulty appears
to be that of relieving the dank of liability for borrowed monsy and ocreating a
1liquidity suffioclent to meet the needs. Tho conservator appears confident he can
acoomplish this, however,

AMERICAN STATE BANK, FRANKENMUTH, MICHIGAN

are being pumor reorganization on tho basis of a 50X release.
These plans are boing published in spite of a largse amount of dorrowed money simse
the management appear oonfident that that problem can be met. However, tho writer
is doubtful of the ultimte outooms unless this bank is merged with the other bank
in Prankemmuth, the liquidity te bo furnished by the latter btank.

FRAMAENMUTE STATE BANK, FRANKENMMUTE, MICHIGAN

Flans are belng published for reorganisation on the basis of a 60% relesse. There
appears teo be nothing to stand in the way of this recrganisation sinoce borrowed
money is not a serious problem and it appears that liquidity ocan be provided. It
is hoped the two benks in Frankemmuth ocan be merged and work 1s being done at this
time toward that end.

P

OLD STATE BARK, FREMCNT, MICHIGAN

are being published Tor a reorganization on a 60X releaso basis. There
appoared te be no question as to the provision for liquidity. The mejor problem
is that of raising capital. Tho management appears confident, however, that this
ocan be provided.

AMERICAN HQME SECURITY BANE, GRAND RAPIDS, MICHIGAN

re ls ¢ dou e m the writer but that this bank will be purely
a liquidation matter. The amalysis indicates that only about 20X of the general
deposits ooculd be paid out in a reorganization and in addition to that feature is
the diffieulty around borrowed money equal to about one-half of tho deposit liabdbile
ity. The conservator oconours in this opinion although ho suggests operation under
conservator for a time to definitely determine that liquidation is the best preeodure.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED
¥ Authority NND 30026

Mr, Stevens - b

GRAND RAPIDS SAVINGS BANK, GRAND RAPIDS, MICHIGAN

A suggestion has been made by this bank to a committee representing business and
industry at Grand Rapids that a new bank be formed to take over the acceptable por-
tions of both this bank and the Grand Rapids National Bank. A meeting is to be held
in the nsar future at Grand Rspids for a further discussion on this subjeot. In the
opinion of the writer thet suggestion represents the best course to be followed.

The Grand Rapids Sevings Bank has such a high amount of preferred deposits and bor-
rowed money that, after providing for these items it might be difficult to arrange
for a relesse of 50X of the remsining deposit liability. Management of bank appears
to lean strongly toward a reorganiszation plan but unless a decidedly high amount of
liquidation ocan be had it appears problematieal whether or not that step is possible.

HILLSDALE SAVINGS BANK, HILLGDALE, MICHIGAN

TubJeot bank proposes to reorganise on the basis of a 65% release. Publication of
plans to that end have not as yet been started since it is also proposed that a mer-
ger of this bank with the First State Savings Bank of Hillsdale, a non-member insti-
tution, be made. ZExemimmtion to that end s been completed and the writer lms
recommended such a merger under the charter of the member bank. It is anticipated
that plans will be adopted shortly,

FIRST STATE BANK, HOLLAND, MICHIGAN

Plans are being published for reorganisation on a 507 basis. However, it appears
that sudjeot bank will withdraw from the system and go on a restricted plan of re-
organisation, due to the high amount of borrowed money and low liquidity. which ap-
parently esamnot be overeome.

HOLLAND CITY STATE BANK, HOLLAND, MICHIGAN

As In the oase of the First State Bank,Holland. plans are being published for a 50%
releage. This bank undoudbtedly will find it necessary to withdraw from the system
and go on a restrieted basis since they also have a serious problem ia the matter of
borrowed money and liquidity.

FIRST STATE & SAVINRGS BANK, HOLLY, MICHIGAN

There appears to be no opportunity here for reorgenization. Borrowed money in the
amount of $300,000 is equal to about 35X of the present deposit liadbility with a low
liquidity figure and little apparent hope for liquidation. The conserwvator at this
point appears to be decidedly weak and it 1s possible a new appointment will be made.

FIRST STATE & SAVINGS BANK, HOWELL, MICHIGAN

Tt has been agreed that this bank must ocontinue under conservator due to the faot
that borrowed money is equal to approximately 25X of the deposit liability, with a
deoidedly low liquidity figure. The writer is rather of the opinion that liquide-
tion will be the ultimate answer,klthough there is a slight possibility that reors
ganization may be effected at a later date.
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GROSVENOR S8AVINGS BANK, JONESVILLE, MICHIGAN

pro ean be reerganised provided borrowed monsy ef $57,000 san be
oliminated and the present ratio eof liquidity maintained. At this time borrowed
money is equal to about 134X of depesit liability. The representatives of the bank
agreed that eontinuance under sonservator for a time was the logieal plan.

BANK OF KALAMAZOO, KALAMAZOO, MICHIGAN
Tt has been agreed by the representatives of the Department and the mamagement that
receivershiy is the oanly ocourse te be pursued in this case.

FARMERS & MERCHANTS STATE BANK LAKIVIﬂ MICHIGAN

o0r ation 1s possible on basis of a BOX release provided
additional liquidity ean be provtdot. However, the mansgement of the bank was very
emphatie in the opinion that the dank eoculd not be msintained on an unrestristed
basis. Ne definite steps have ms yot deen taken.

CITY STATE BANK, LOWELL, MICHIGAR

Yorrowed money, whieh tetals $56,000 and is equal to about 18X ef the deposit
1iability, together with low liquidity, appears to dar reorganisation in this in.
stanee for the time deing. Management of the bank eonsurs in this idea and agrees
that continvanes under sonservator is advisable until suffieieat liguidation ean
be had,

LUDINGTIOR STATE BANK, LUDINGTON, MICHIGAN
Flans for rurguquﬁu on a ﬁ restristed basie is now under way. Undoubtedly

thie institution will withdraw from membership unless it is possible to overeome
fear in the ninds of the management ¢f an unrestricted plan of reorganisation.

FIRST STATE BANK, MILFORD, MICHIGAN
Thers are meny legnl points to be determined in the case of this institutien which

has twiee been reerganised. Nothing ocan be dome until the Banking Department in
Michigan is satiefied eof the steps nesessmry to be taken and a determinmtion of the
various depositors' rights.

PREOPLES BANK, MANCHESTER, MICHIGAN
Ylans are being pub1ished Tor The Feorganisation ef subjest institutien on a 50K

release dasis,

CHEMICAL STATE SAVINGS BANK, MIDLAND, MICHIGAN
are basis of a 78X release.

ot
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PARMERE STATE BANK, MONTAGUE, MICHIGAN

Tack of volume, Jow 1iquidity and substantial borrowings would appeer to prohibit
reorganisation of this institution. The State Department are attempting to merge
this institution with the neighboring non-member bank at Whitehall, whish appears
to bo the Hest solution.

EXCHANGE BAVINGS bANK, MT. PLEASANT, MICHIGAN
Flans for reorganization on the basis of a 60X release are now being pudblished,

CITIZENS STATE SAVINGS BANK, NEW BALTIMORE, MICHIGAN
Tor reorganization on the basis of a 50X release aro being published.

-

ONSTED STATE BANK, ONSTED, MICHIGAN

EubJeet Institution could be reorganised with full payment to depositors with the
levy of an sssessment of 100X aguinst stookholders. lanagement of the bank strongly
objest to such an assessment. Therefore, no definite plans are under way in this
instance.

PIOXON ETATE BANK, PIGEON, MICHIGAN
ThIs appears to be & matter of 1lquidation due to a high amount of unaoceptabdble
assets, heavy borrowings and a decidedly week list of stockholders.

PINCONNING STATE BANK, PINCONNING, MICEIGAN

A large amount o y undesirable sssets together with low liquidity and heavy
borrowed money appears to preslude ideas of reorganization. lanagement amd director-
ato in this instanse appear te de desidedly weak and it appears doubtful whether or
not much nesistanse oan bde expected.

ROMBO SAVINGS BANK, ROMEO, MICHIGAN

Borrowed money and an extremely low oash liguidity appears to determine that opera-
tion under conservator for a time is desirable. A reorganisation ultimtely appears
possidle.

MACOMB COUNTY SAVINGS BANK, RICEMOND, MICHIGAN

Found wssels are ot of suflflelent quantity to warrant reorganisation on a 50%
basis. Heavy borrowed money and extremely low each position ereate additiomml
barriers. It is probeble timt liguidation will be the only solution.

BANK OF SAGINAW
PRUPLES AMERICAN 8T4 ; » OAl » MICEIGAN

Eanimtions have Just been ocmpleted whieh undoubtedly will finally determine that
reorganisation is not feasidle in the case of either bank. EHeavy borrowings, ex~-
tremely large amount of pledged assets and high degree of unaeseptable assets would
semm to prohibit reorganisation plans.

SAGINAW, MICHIGAN
L. .1‘ g . ‘v., '
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ST. CHARLES STATE BANK, ST. CHARLES, ILLINOIS
Borrowed money is oq'\ii to about 187 of the deposit 1iability and it therefore seems

that reorganization camnot be considered. lMamagement in this instance does not appesr
strong and there is a question of the ability of the stookholders to meet an assess-
ment with whisch to replace capital. Operation under conservator may show possibilities
but the writer is of the opinion ligquidation is the prebable answer.

FRUIT GROWERS STATE BANK, SAUGATUCK, MICHIGAN

Tt was agreed that this bank continue under comservater in an attempt to improve
1iquidity suffioient to contemplate reorganisation. It is the opinion of the writer
this is highly improbabdle since borrowed money is equal to approximately 30% of
deposit 1liability at the present time with a decidedly low cash position.

PARMERS & MEHCHANTS STATE BANK, SEBEWAING, MICHIGAN
Flans are Seing published for reorganisation on a GOX release basis.

SPARTA STATE BANK, EPARTA, MICHIGAN
Flans are Yeing published for recrganisation on a 60X release basis.

TRAVERSE CITY STATE BANK, TRAVZRSE CITY, MICHIGAN
WhiYe pubiloation 1s not under way at Eﬁ moment the plans are all determined for

reorganization on a 50X release bdasis. Management of the bank determined it would
be unwise to make publiscation hefore having eapital definitely arranged for. in
interview with the attorney on Thursday of last week revealed the fast that in ap-
proximately ten days $135,000 of the $200,000 capital had bemn definitely committed.

UTICA STATE SAVINGS BANK, UTICA, MICHIGAN

Borrowed monay 1s nmot & problem in This instance. However, liquidity of the bank is
extremely low and it has been deemed advisable to continue under conserwvator for the
time being in an attempt to improve that situation. lJanagement of the bank appeared
to doudt very much that an assessment can be collested in this instance. However,
they are to make further investigation and report at a later date.

WASHINGTON SAVINGS BANK, WASHINGTON, MICHIGAN

Feosuse of the high amount of unasosptable assets in this bank and the low volume
whieh would result from a reorganisation it appears doubtiful that reorganiszatioa
ean dbe oonsidered. In the opinion of the writer the bank ultimately will be placed
in liquidation.

WILLIAMEBTON STATE BAWK, WILLIAMSTON, MICHIGAN
Hanagenent of the bank appeared rather disinterested at the time of the interview
and had no definite i1deas regarding their own situation. If suffiocient interest

oculd be aroused and the liquidity improved somewhat rwrp;fywld be possible.
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deposits
First Natl. Tr. & Savings Bank, Port Huron s 7,066 2,164 - 600 1,600 2,000 325 Poor Lack of
. confidence
First Natl., Bank & Trust Co. Ann Arbor ® 1,177 379 - None 675 500 200 Yair Poor assets
frozen
Fermers & Mechanics Bank, Ann Arbor * 2,843 483 - None 1,200 900 250  Poor Frozen
Hackley-Union Natl, Bank, Muskegon s 3,814 797 - None 1,180 1,200 250 Fair Frozen local
loans
National Lurmberman's Bank, Muskegon " 3,694 291 - None 1,550 1,000 250 Fair Frozen local
loens
- Guardian Bank of Dearborn, Dearborn * 2,376 557 - None 750 1,500 150 Good Public funds
Dearborn State Bank, Dearbora # 5,080 175 - None 1,550 850 ©Nome Good Deposit
see page
Highland Park State Bank, Highland Park " 14,784 1,956 - None 6,500 4,000 1,000 Good Heavy with-
drawals
First National Benk & Trust Co. Kalamazoo 6,333 500 - None 2,300 1,000 250 Fair Poor assets
lincoln National Bank & Trust Co. Fort Wayne, Ind. 8,288 920 - 50 2,750 1,500 600 Good Fixed assets
First-Merchants National Bank, LaFayette, " 4,262 158 - 40 1,700 1,500 200 Poor Poor assets
Central National Benk & Tr. Co. Des Moines, Iowa 8,300 None - None 2,400 None 150 Fair Small cap-
itel City
Banking
structure
wesk
Iowa~Des Moines National Ec.& Tr. Co. * " 21,000 ©None - Xone 7,000 3,000 700 Feir Poor assets
City Banking
\ structure wegk
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3 Estim- '
Other Probable Value ated opinion
11abi1i- equity in of un- Prob- loss to on General Condition
Present ties pledged pled- able lending manage-
Name of bank Deposits Dborrow- collat- . ged needs agency ment
‘ ings eral assets z
Bankers Trust Co., Des Moines, Iowa $5,483 N¥one - Fone $2,500 $1,000 $400 Poor Poar assets City Banking
: structure wesk
City National Bank, Clinton, Iowa 6,384 906 - 100 2,000 1,500 300 Poor Deposit see page poor
assets
Palmer-imerican Natl. Bank, Danville, I1l. 1,849 gy - None 800 400 100 ,Poor Poor assets
irst National Bank, Danville, Ill. 3,2ul 2l - None 1,350 800 200 Poor Poor assets
Third National Bank, Rockford, Ill, 3,630 None - None 1,500 None 150 Poor Corcentrations

8,850 $6,625
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Forin No. 181 C/
Office Correspondence ™5™
ice Correspondence * Date_June S, 1313
To __ . Governor Black S Subject:_Surplus required for grant
of trust powers to proposed
From . ___ ur. Wyatt, General Counsels " national bank.

Michigane e ks
yvd.2 )/
If the proposed new national bank at Battle Creek desires 69“*3"'213
to have trust powers either at the time it opens for business or shorte
ly thereafter, the negotiations regarding its capital structure should
not be closed until it has been determined how much surplus it will be
-~ necessary for the bank 30 have in order to bg eligible for trust powers
and until such surplus has been provided fors
Section 11(k) of the Federal Reserve Act provides that no
permit to exercise trust powers shall be granted by the Federal Reserve
Board *"to any national banking association having a capital and'sufglus

less than the capital and surplus required by State law of State banks,

trust.companies. and corpofations exercising such powerse"

The laws of Michigan require that when a bank or trust company
in that State is organized it shall have a surplus of at least 20 percent
of its capitale

The provision of the Michigan laws, however, which authorizes
the issuance of preferred stock in connection with the reorganization
of State banks and trust companies is a very recent enactment; and the
State authorities have not yet decided whether a newly organized Michigan
bank must have a surplus equal to 20 percent of its preferred stock or
whether it is sufficient if it has a surplus equal to 20 percent of its

gommon stocke

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



R

Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED
T Authority NND 3002¢

At our suggestion Counsel for the Federal Reserve Bank of
Chicago has been in communication with the State authorities in an effort
to obtain an interpretation of the State law on this point but has not yet
been able to obtain a definite rulings
Inasmuch as the purpose of Section 11(k) of the Federal Re-
serve Act is to put national banks on a basis of substantial equality
with State banks exercising trust powers, the Board would be Jjustified
in adopting any reasonable interpretation of the requirements of the
State law regarding surplus which is adopted by the State authorities
and therefore, it is impossible to tell what the requirements would be
until we can obiain a ruling from the State authoritiese
If a surplus is provided equal to 20 percent of the common
stock plus 20 percent of the preferred stock there is no doubt that if
will be sufficient to entitle the bank to trust powerse
It ig possible, however, that the State authorities will rule:
(a) That a surplus equal to 20 percent of the common stock
is sufficient; or
(v) That it is not necessary to have any surplus in order to
obtain trust powerse (The requirement of the State law as to surplus
relates to the amount of surplus required in order to charter a new

bank and it is conceivable that the S8tate authorities might take the

it
.

position that they have the right to grant trust powers to a bank

already in existence even though its surplus has been dissipated
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since it was organized. 1In this connection, however, it
should be observed that the institution now under considera-
tion is an entirely new bank and thaéiit ware being organized
under State law it would be requiredﬁ;o have a surplus eqgual
7}0 20 percent of its capital regardless of whether or not it
had trust powerse)
Every effort is being made to obtain a definite ruling from the State
- "authorities through the Counsel for the Federal Reserve Bank of ChicagQ;and
the parties handling the negotiations should be impressed with the import-
ance of ascertaining what those requirements are and being prepared to

meet those requirements before the negotiations are completed, if they

desire the new bank to have trust powerss

Gl
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FEDERAL RESERVE BOARD
WASHINGTON

June 5, 1933
Newton - Atlanta
¥ill sppreciate it if you will arange if practicadble to have
your supplemental report for week ended May 31 requested in Trans

VY 1769 reach Board's offices by Wednesday, by telegraph if necessary.
LA
”K;..__ oF

W ’ SMEAD

= | LE COPY . .

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED
A Authority NND 30026,

FEDERAL RESERVE BOARD  x.7449

WASHINGTON

OFFICIAL. CORRESPONDENCE TQ
FEDERAL RESERVE BOARD

June 3, 1933,

SUBJECT: Right of unlicensed member banks to vote
~ in elections of Class A and Class B
directors.

Dear Sir:

There is inclosed herewith for your information
a copy of a letter which the Board is addressing to the Federal
Reserve Agent at the Federal Reserve Bank of Richmond, with refer-
ence to the question whether member banks which have not been
licensed by the Secretary of the Treasury to reopen for the per-
formance of usual banking functions are entitled to nominate
candidates for Class A and Class B directors of Federal reserve
banks and to vote in the election of such directors.

L

Very truly yours,

Chester Morrill,
Secretary.

Inclosure.

TO ALL FEDERAL RESERVE AGENTS EXCEPT RICHMOND.
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|
June 3, 1933. i

Mr. W. W. Hoxton, |
Federal Reserve Agent, ;
Federal Reserve Bank of Richmond, ;
Richmond, Virginia. !

" Dear Mr. Hoxton:

“Reference is made to your letter of May 18, 1933, inquir-
ing whether member banks which have not been licensed by the Secre-
- tary of the Treasury tovreopen may participate in elections of Class

A and Class B directors of Federal reserve banks.

Upon consideration of this question, it is the opinion of

the Federal Reserve Board that member banks, which have not been li-

censed by the Secretary of the Treasury to reopen for the performance
of usual banking functions and which have not been placed in liqui-
dation or in the hands of receivers or conservators or State officials

having similar authority, are entitled to nominate candidates for Class

A and Class B directors of Federal reserve banks and to vote in the
election of such directors. The Board also agrees with your view that j
banks in the hands of conservators or of State officials having simi-
lar authority are not entitled to nominate candidates for Class A

and Class B directors or to vote in the election of such directors.

Very truly yours,

Chester Morrill
Secretary
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FEDERAL RESERVE BANK OF CHICAGO Y
290 SOUTH LA SAILLLE STREET q A_fﬂ’ 2
OFFICE OF THE Jme 2’ 1955 /

CHAIRMAN OF THE BOARD AND
FEDPERAL RESERVE AGENT

Hon. Eugene R. Black
Governor, Federal Reserve Board
Washington, D. C,

Dear Governors:

Referring to the Batile Creek, Michigan, situation, I think it
is only fair to advise you as to the circumstances under which we recommended
- licenses for these two banks.

You will recall that our basis for licensing was stated to be on
the last examiner's report. Both of these banks were national banks and we
took the examinations of the Comptroller's department, as we do not ordinarily
examine national banks ourselves.

The examination of the 0ld Merchents National Bank under date of
November 18, 19%2, showed -

Capital $1,500,000
Surplus and Undivided pfts. 1,596,800
Estimated Losses 288,100
Doubtful 421,600
Total Depreciation on Bonds

not classified above 78,650

In the case of the City National Bank and Trust Company, an
examination of November 4 showed -

Capital $ 600,000
Surplus and Undivided pfts. 556,100
Egtimated Losses 39,300
Doubtful 184,600
Total Depreciation on Bonds

not classified above 199,850

' You will note in both of these cases that 2ll losses and all doubtful
and total bond depreciation to the markets would not have exhausted the surplus,
and that in each case the capital stock would have been left unimpaired with
some surplus remaining. We were, even so, rathir hesitant to license these

banks, but under the formula which was givecould not do otherwise.
Very truly /;/;v:l Z
N
'EMS HH Fede ‘4 Reserve Agent

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives
DECLASSIFIED
. Authority NND 3002¢,

/)/rm 148D

o

DILLARD - CHICAGO 4;’1

/
Referring yeur imguiry of Ilgz;z, it i; suggested that when regquested by

a conservator to apply the old reserve balancs of a member bank in his

charge to its indedtednesa, whether or net as of soms previcus date, the R

Fedoral reserve dank give considoratioa to the advisability of aoccording

the bank the same irsatment as regards its reserve balance, as if the
bank were in tho hends of a rvceiver. 3nch actiom, it is assumed, would
=x;;c the member dank, ia tho final settlement with the conservator, the
benefit of its reserve balance in rtductioalof its indebtedness as of the
date specified without ia any way impairimg the position of the reserve
bank with reference to cellectioa 6! the indobtedness, irrespective of
whether or not the bamnk is subsequently placed in liguidatiom. In cases
in which 1t is propesed to apply reserve balances as of date of the appoint-
fient - of comservator, you may wish to coemsider advisadility of taking
such staps as may be necessary to preserve such rights as reserve bank .
mey hate to interest accrued after that date if charge to reserve as -

count has been materially delayed upon reguest er mpon agreement with oom«

sorvator pending possidle rearzanisation or resaaptioa of business by »

o K Faieiingif i
R Y Ay

bank or te preserve rights of Federal reserve dank to accrued i-tqmgqjgg;‘?4t4<fjﬂ'

&t T
in event bank should be sudsequently permitied to resume business )} o L);/
Mf, Feitsy ! ‘ e L

should be reorganized.
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//a Teledham e
(f/ FEDERAL RESERVE BOARD
WASHINGTON

A e
o 4

W a

N RN AN iy

Zuaw;,‘"‘/

Jonns ~ Ltianka

Hefarring your m 19 telogrem, 18 doee not appear practiostle
for the time being to svold s dlsorepancy detween holdinga of bills
dismukad and eamings thereon as reyorted on tmak’s bnlanoe sheet,
¥orm 4, in cawes where rescrve bek at reguest of a mBservator
aprlies reserve aaocunt to i.ndamsa of menber bhank xe of a prior
date. In opder, however, %o keep reduction in aceruuls to earnings

et s mindoam Lt {5 euggested that m interest mcorsls on past one

,MM ""'\\\

poper of banks fn hands of consexwators be included in earnings on

Fora 34,

HORRY L,

L’

1
y ]

-

‘FILE COpPY .
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Deuy Gevemer Bask:
‘ 1 an Writing W you mEely 90 soufimn the repor whidh
i mie-90 you on Ahe Salepbons fellowing o 4ixeators neeting
on Thumsday, Nay M, L9058, ami again 15 peasen whint 1 suw you in
Tashingeea on Toesduy, My idy ARG, reguriing the viewe ex-
pweneed by e divessrs consmming She oecessily for sparopriste
artion 0 eep apen any wabew bank iloweed by tho dosrotavy of
e Tressury %0 s oMer the bank mdilay.
a1 atvieol you sur dlmeetors axe of the oplnie: that
sonfidemee in the barking aftu-sion, which has beon rostored
Inrgely w» & el of stegh takem by Whe Mainistretion ahd the
Prosident®s wewsages o the people, wald be seriously logeired
An the syt thad morbor banbe Mdemsed %0 open Cor bnefoses semdd
2w bo posnitted %0 fails In thut ovens the Aduintetaetion’s PYo=
aees whieh alwoesldy as sesultod In notieeadls fmprovenent in ueie
pees wuld probably be wished % e grest prefudios of the
cowstaye The question 1 Low best w0 tooure Lioensod ruber banks
amintng opexn ia the ovent of prescme from depesiiees,
hgr dbroctors nt thefr neeting on tey A8 sxprensed the
viows whiieh they osked me %0 convey 0 you shet this mighs ef
Pastively Y8 amorplided in ofther ooe of w0 wayr: (L) thooush
or (2) Swreuy

/’\‘s
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Fissaes Corparation, They swggest howewar #hot 1f e full respon~
sidilivy feor deeping liesnset muder damkn open in to s plaesd
upon the Fessrve denks thregh the ssmredse of thetr pewer W Beke
seesilled 10(B) louns, tihe views expawssch bWy tw Prestidest im his
atter of mrek 11, 1983 %o the Searedery of the Treasway, shish
was tranedtied to ull Federsl ressrve Bunke,should be tremslated
inte law, ‘This Whay Beliswe to e ammential in evéer to Fretest
e Yedwrul yeseres ks with sheir rlstively ammll oepital struoe
tare, as eomparod with tetal erosits of thely menber bamics, aoninet
e risk of wdue loas, NMothing fa thalr ipeny wuald de wores
than say Tmsetion i the poblic mimd 20 e Sho integrity of the
posision of e Zederal Feserve Cystem. Comesgwsntly, 1f Yedmul
Tesorww LHanke sating threugh Sheir 4diveeters are 99 bo prempt and
1ideral 1B msiing 10(B) lesas {n order to kesp open &y swebear hesk
wick 1» plaesd under pyessusre By withdzuwels of depoaite, they
oheuld haws e asourengs of law that they would e pevtested ageinst
loeses on sgeount of axy swsh louns,

12, hawever, this preseturs is dsmwd lapractioesle or fe
spy rYoaseh wesise, then they beliove that 1% is ssssniinl that the
Regonstyastion Timaaes Cerpormilen must take the responsibility, om
behalf of the mvermment, of fresly afwanging sll the funds peoncssyy
%o leop epen any llesmsed mecher Benk, This would probably mosessi-
Sate on aeadwat 36 S Teeonstruoticn Fiasaes Cowparetion L%

o8 &5 W liderulisme the landing powers of the sorperailon,. Ve
aplorstnnd thet an eendment whieh woull sssomplish Shi: has alyoady
boon prepared, i 1t oA be smagted imto lav, 1% would redahly

.org/
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s prefershie swn %o the firet sugg-stien that tha ful) reasponsidliey
be plaesd upos Ao Fesorve Lamics wader pewiestion of Cangressionsl en~
sestgent. It ia Delieved, howewer, that even waiesr sueh s smadmat %
the Heesnstrustion Fincmes lorporeiica iet s Jresstus might be Avvele
opsd wiwroly 10(h} loams sixix will be meds in the firss instusce YW he
Federul resvrve daxks, shd them dekom Over dollar fur dellar W tw
Teennstrustien Finsnes Corpewatios npem mhatever eollsterel the Palsmml

- resarve banks wer. sbhls 30 obWsin. Lush progedwm might even ommtame
Plats the peasidilisy of she reserve buaks' previding the peassenyy
funds to the eeonstructica Fisames Sorpereiion ¥y the purdhase of the
eorpomtion’s dedsntures we pemittcd unber She terms of the Thewms
smeniment to the Agrisultural Relisf ie%. Thet, Lewever, ia a -m

whioh eould ¥ lafs for future dotormimmtion.
The {mporsaxs thiaz in the opinien of our &irestars 1 thed
sasmthing mwat be dons renpily by the govermest te assurew the seping
open af overy ligsnmd mmber bank, aad in their fulment this san rowe
sffeotivoly bDc assmplished ¥y Sither one of ths Vwo Yodures sug~
gweted nbowe, nnd with less real risk to the bmkisg aisustion of Whe
SOURLFY, thaa by axy of the plans pov pondisg fer the inswenes or
goaraniy of bank depoeits. The reeord of Wank devosit guwrremty plams
in the Jast Wns bean = dissstrous one, and 1t 18 feured that the pre-
possl for the iasursnos of daak dspewits 2ow Defere Congrese will Be
whaelly imfequate of itself to kesp open all liesnsed mamber hoaks,
In faet, it L» Vs opinton of our divestars that the proposst lagie~
1atien 2ill oless sy bomk whieh esmimot gwlify wder the insurenss
Plan, wnd will yaa the risk of foraing maay seva’ meeher Busks % Wilhe
dww fram the Tedarul Jwsorve Jystan, Fatier $ham to suffwr the sube
asriptions thet vewld predably be RSesseary %o Jrtest the weaisr befl
Digitized for FRASER

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




—

Reproduced from the Unclassified / Declassified Holdings of the National Archives

DECLASSIFIED
- Authority NND 3002¢,

-/ The puchlen of puvbesiisg sound newswhar buuks Whish have
AM&%MW&WWM

" besmwse of e Oaob Wat Gtate badking witharities n mmay Stetes

odopied & ek move Aibemml nenndupd for lSomaling basks Yhean was
psliiod by the Tacsny Deparbunts losever, Sere ave may sowrd
nemwboy hewks which axe new Adomsed shieh should be protested,
is 18 tn badtoved could et be seoorplished bWy prosptly adedttiog
W axborsidn An the Fodemml Ascacve Hywten, subjest t0 all e righte

. ant priviiesse of oter Aiemeed meber basim, sll thone noEEher

basiie siioh ave sound ar which om ecaply with She smoe sbenderd oo
other mubor haxke apwn fer wmadzooe In She s aven. IS §8 full,
havewer, ol e precmd Yules pveaning the adufspion of new banks,
alcpted by e Ndssal Besuve Boavd, aw 80 striot ue W ko this
sothal of protecting smamsber banks fandegaate for there would be
w00 fon novenuher Btate bade that coudd ocunply with Jwessad Peguive~
nutey  Wile, of coupres, 18 is destzeblie %0 hove all banks adedtted
» noabursidp In o8 soud o eondiSion s May be psmetiosdle in all
W sionumtanes, sovertheless, 1% i Solieved et the Yeguiations
o the Podewa) Reserve Bourd night be Aidernlised withiout sesfouwdy
uluticing the Sypta: snd at e smw tine grestly Molliteting

& proper solution of thw nousseder Yank probloce

PatthPally yours,
(8) Uearss L. Bareiscn,
Googy le Harwison,
Oovwanors
’MMMM
Sanhington, D O
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NN ﬁ{(,,__;W L Incoming Telegrem Can
STEINE A
- E \ Regsived at uashingten, 0

Atlante Georgia limy B85 8448 'm ~
Cepy of messtge Yequested followss )

*washington 230 © Mareh 11, 1483 |

 Bléek - atlanta, Osorgla T
(Conf1dential) |
mmmmatm momumormuuu:ﬂmmrdermmm I
ll qwtug Balow & letter which I have just ressived from the Pnliamt of
_w Vnited :tntes and I Leg to express the hope that in sdditfom to other

sonsiderations you will Mawe this hturuﬂmmm%wwmap-

T -
e s e

plications of mmber bunks im m f’umn ftor pmnm A to open for

business, x imyo u).u the ¢ u wim m«h appnoaum. m wily plstse be
pood spough in each omee t0 advise ne» speeifionlly, as regquestod by telegram
yosterday, whether ia your opinion 1t would de reasounably safe in the eireum-
stenges for me 0 pexmit the full opening of the appliesant, having in wind
the proelamatios of the Presidext prohibiting the paymsnts of curreney by
any bamk feor hoarding purposes, In the intersst of expe’ition and in crder
to enndle the prempt opemiag of as many meuber banks as possible, nlease
forward applioasions as reesived, indissting oaly your opinion on the
speeifio question anked adove, Himilar request has bYeen made of the Cowp-
trollar's Office with respect to lational Aanics., The Frosident®s letter
followss
‘dareh 11, 1983,
Ky Dear Seeretarys
I an inforwed that the Direetors of the 12 Heglomm) Fede
orel [isserve Hunks axe eonsermsd over the question of the

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Digitized for FRASER

[ DECLASSIFIED
) B Authority NND 2002¢,

Lanediste valustion t bs given to the asseds of mhor mm,

Ratiomal and Gtate. I nmf“ mt - m-th or ntrlﬂ. osti-

O il v

mte of valun ou a uqumatim huin would wmat wmmh
from emm vluoh eould and ahoulé be 100 peresnt opemed if
their assets wore reascnabdly wlhwd on a fair going dusis,

r'I wn gonvinged thet the Direetors .f the ‘eglomm) Fede
ornl Heserve Daake should tale m fuir and eguitable besis
for loan wlustions rother than s foreed ligquidetion besis,
It {5 my decire that federal lieserve Benks will proeceed op
the asure failr and equitable bnsis in respeet to losns to
nender bunks, the purpose ef whieh is $0 proowre currengy
for :tate banks whieh arw not assbers of the Yederal lewerve
System, Cooperation ou the part of member bomke in this re-
eoxd s sssemtial,

No eitizens expsots the Airegtors to be infallible,
+11 we gun aak ia that they use honest, and, wder the eir-
cumstanoes, fvirly libercl judgesnt. It is ipevitable that
some nmistakee will De mmde. It is inevitadble thut _bome
Josses moy be made by the Pedersl ieserve fepks in loems. to
their member benks,

"The Counsry appreelates, however, that thes trelwe
Reglonal Heswrve Danks are operating ematirely under Fedarel
law and the reesnt emerygency bonk a¢t greatly snlarges thelr
pomars to adnpt thelr fmellitics to a Nationsl emergenay.

Therefore there is & wery definite obligntion on the Tederal

wiwﬂ

Gcnrmnt to niamn m ml-m Pmiml Yodsrnl '

o s

mmmuawkuhmymmwlmumbm

http:/fraser.stlouisfed.org/ Siv@ne SNdraengy pOWYSs,
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*I 4o nut hesitate %0 assure you thnt ! ahwll sek {iw
Longress 0 indemnify sny of the tvelwe I*‘w*f.r:,—x"ai @sm'ﬂ
Hanks for such losses, I an mnﬂdont thﬂ%hﬁw%mu
will recognize its obligtious to these Fadersl ianks
ahould the ocomsion arise, and irent sueh reguest,

Yours very sincerely

“ranklin D. Hooscvelt'

ve e Woodin®

Johns B:15 I
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M J W 34‘ 19&0
Cartins - Boston Hoxton -~ Richmond MoClure - Kansas City
Cass ~ Yew York Fewton ~ Atlamba ¥alsh « Dallae
Austin -~ Philadelphia  Stevens - Chiasgo Fewion ~ San Francisce
Tiilisms ~ Cleveland Peyton - Mimmespells 7
o e \

TRA¥S. _ 1§04  Ter your information, $he office ef the SeSretsry of the Tressury

has advised as follows in respenss te ax inquiry frox a Federal reservs bank
3s to whether & state hazk which has besn authorised by state syghorities
Vo parforn sny sad a1 of 1% wrual basking funoblons, exoept as otherwise
prohibited, and which is later admitted to meabership in the Federal Reserve
Systex, is required to secure & Wé;m &mmw:tw of the Tressary
suthorising 1t to contlmne the pntmo of such functions:

"State bauk wpen adwission o membership in Federal

q Reserve System must secure license from $he Segrefary of Treasury
to perform all usual and nermal amking funstions exeept as other-
wiss prehidited. Understand Yelaral Reserve Board only almitting
to memdership such banks able to operste without restriction.
License will de issusd upen your recomeniation.®

Morrili.
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FEDERAL RESERVEzANK OF CHICAGO

230 SOUTH LASALLE STREET
May
Twenty-four
19 33

Federal Reserve Board
Washington, D. C.

Attention : Mr. S. R. Carpenter
Assistant Secretary

Dear Sir:

I am writing to acknowledge, with thanks, your letter
of May 22 iand the accompanying copies of instructions issued
to conservators of national banks supplementary to those con-
tained in the pamphlet dated April k.

I note that the Comptroller's office states that it
is their practice to send to each Federal Reserve bank copies
of all such instructions. In order to insure thet they reach
the persons in the bank most concerned, I am addressing a re-~
quest to the Comptrollert!s office that hereafter these be ad-
dressed to the bank to my attention, whereupon I will distribute
them.

o
e

supplying these missing in-

I appreciate greatly yo
structions.

H. G. Pett, Mandger
Division of Research and Statistics

Digitized for FRASER
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g _ MAY 24 1933
FEDERAL RESERVE BANK OF CHIIGAG Qi covern T
N/ 230 SOUTH LA SALLE STREET llo DAL RESTIRVE BOARD
& ' z 92
X A / Yo %
Lﬁ \ /

May 28, 1933.

Hon. Eugene R. Black, Governor,
Federal Reserve Board,
Washington, D.C.

Dear Governor:

The following is an outline of the Battle Creek Michigan situ-
- ation I discussed with you during my recent visit to Washington.

QLD MERCHANTS NATTONAL BANK & TRUST COMPANY:

06,650.

Ligbility here « « « « o« ¢« ¢« o « $ 9
1,219,139.72

Liability R .F L) c L] . L] L] L] L] L] L L 2

Deposits have declined approximately $1,816,000 since December 31, 1932.
An asset examination made May 4, 1933, indicates the bank has free as-
sets, including paper and real estate mortgages which are classified as
good and fair, against which a loan value has been placed of $1,646,000.
This does not include bonds of a book value of $428,000., If this emount
were made availsble its cash position would bé approximately $2,400,000
against deposit liability of approximetely $9,500,000. A review of the
assets indicates estimated losses of $2,721,000 against a total capital
structure of $2,785,000. This does not take into consideration doubtful
commercial loans of approximately $518,000 but does include $553,000,
based on & prospective offer of $1,750,000 for bank building. A loss of
10% has been estimated on real estate mortgage loans, which is considered
a very liberal classification. Real estate loans are equal to 39.2% of
total loans. Investment in banking quarters represents a ratio of 26.3%
to the total deposits. 27.2% of the deposits are demand and 72.8% are
time. Assets predicated on real estate represent a ratio of 58.3% to
total deposits.

CENTRAL NATIONAL BANK & TRUST COMPANY:

Liability here « « o « « « « « « $ 597,000,
Liabili-w R.F.c. * L ] * L[] . L] [ ] * Nothing.

Deposits have declined approximately $788,000 since December 31, 1932.
An asset examination made May 4, 1933, indicates losses of $839,511,
with a total capital structure of $1,121,523. This does not take into
consideration doubtful commercial loans of $77,659 or bank building and
fixtures carried at $1,530,670. A loss of only 10% has been estimated

Digitized for FRASER
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Hon. Eugene R. Black, Governor, May 22, 1933.

Federal Reserve Board,
Washington, D.C.

on real estate mortgage loans, which is considered very liberal. Based
on the asset examination the subject bank has free peper including real
estate mortgages of $9,330,000 and free bonds of $748,000. These as-
sets have been given a loan value of $1,086,000. If this amount were
made available the bank would show cash of approximately $1,500,000
against deposit liability of $6,280,700. The percentage of real estate
mortgage loans to total loans is 72.8%. Investment in banking quarters
bears a ratio of approximetely 24% to total deposits. 12.5% of the de-
posits are represented by demand and 87.5% by time. Assets predicated
on real estate bear a ratio to total deposits of 70.2%.

CITY NATTONAEL BANK & TRUST COMPANY:

Liability here « « « « « « » « o $ 540,142,
R.F.C. liabili-ty L L ] L] L L ] . L] L4 425, 828.81

Deposits have declined approximately $810,000 since December 31, 1932.
Losses disclosed in our asset examination of May 4, 1933, amount to
approximately $808,000 against capital structure of $1,032,000. This
does not take into consideration doubtful commercial loans of $149,103
nor bank building and fixtures carried at $1,168,733. A loss of only
10% has been estimated on real estate mortgage loans, which is consid-
ered liberal. Based on our asset examinstion the bank has free assets,
including paper and real estate mortgages (including foreclosures), of
a face value of $510,000, classified as good and fair. A loan value
of $310,000 has been given these assets. If this amount were made a-
vailable at present its total cash resources would be approximately
$626,000 against deposit liability of approximately $3,446,000. The
real estate mortgage loans bear a ratio to total loans of approximately
49.1%. Banking quarters represents & ratio to total deposits of 30.2%.
Demand deposits represent 25.9% of total deposits and time deposits
represent 74.1%. Assets predicated on real estate bear a ratio to
total deposits of 76.8%.

The City National Bank & Trust Company was affiliated
with the Guardian Detroit Union Group of Detroit and has suffered
through that connection. Recently Chas. C. Greene, President of the
bank purchased 56,000 shares of the bank's stock, which had previously
been owned by the Group. The purchase price was §25,000 and a plan
of selling this stock to the public at $10 per share was contemplated.
The bank was getting along well with the plan and claimed to have
promises of subscriptions in the amount of approximately $125,000.

Federal Reserve Bank of St. Louis
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Federal Reserve Board,
Washington, D.C.

While they were working on this plan the 01ld Merchants
National Bank & Trust Company approached the City National Bank &
Trust Company with a proposal to merge. Central National Bank &
Trust Company was apparently not informed of this proposed merger.
The management of the two banks considering the merger are friendly
but there appears to be considerable feeling between the Central
National Bank and the 0ld Merchants National Bank.

In accordance with your request I have endeavored to
give you a brief outline of the Battle Creek, Michigan, situation
and if there are any further details you desire I shall be happy to
send them to you.

I appreciate the courtesies extended to me while in

Washington and shall be pleased to keep you posted as to any new
unfavorable developments in this territory.

Yours very tryly,
2 Ry rovel

Deputy Governor.

Louis
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MAY 221988

Nr. H.G. Pett, MNanager, N
Divisten of Research and Statietids,
Poderal Reserve Baak of Chicago,
Cataage, Illlmeils.

Dear 8ir 1

" Referring te the request contmined ia your letter of May

il T R—

18, 1933, to Nr. NeClelland, there are inelossd herewith several

sopies of the tnntrtattonq 1esued to voasarvaters of natienal dbanks

by the effice of the Compireller ef the Currenocy nnp,lo-utury“;;“
the m:munfmmvmwaxm“x,sm b, 1933.

1 am advised that it is the practios of the offiee of
the Comptrollsr of the Curresmcy te send te the Federal reserve danks
coples of all sweh Amstructions and ciroulars whiok way be of in-
terest te them; but, if fsr any reasen yoa fail to obiain sopilen of
any esueh imstruoticns or wish te edtain sdditienal eeopies, ] am
sure that the office of the Oemptroller will be glad to supply yeu
with a sufficismt nunber upen request.

VYery Aruly yours,

(Signed) S. R. Carpenter

8. R. Garpeuter
Assistant Seoretary

inslesnres

:;d?b//cn /qmo
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

16794 RECEIVED AT WASHINGTON, D. C.

94 F Y

Atlanta Georgia 337p Mgy 19

Morrill
Washington

Our discount department has been holding notes and rediscounts of

banks in Conservatorshlp as current earning assets and has been

B st o0 0~ o ¢ T
i s

accruinv interest on the same as earninﬂs Your telegram of April

s,
AN RN iy AL W ik

third trans 1748 dlrects this procedure as to banks not licensed

to reopen until such banks have been placed in process of ligquidation,
Comptroller is now directing conservator of one bank to request
Reserve Bank to apply reserve account to bank's indebtedness making
aﬁplication as of the date of conservator's appointment, In cases

A Y e PO LR st

of banks in receivership Custom has been to acerue interest on

U 8 GOVERNXEINT PRINTING OFFICE: 1933 16794
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o TELEGRAM

/ (2) FEDERAL RESERVE SYSTEM
3

(LEASED WIRE SERVICE)

132704 RECEIVED AT WASHINGTON, D. C.

obligations but to allow partial offset by giving receiver credit
for daily balances with reserve bank, If procedure in case of
recelvership is applicable in case of conservatorship we are showing
earnings which will have to be reduced when final‘accounting is made

with conservator, Will appreciate adviece as soon as possible,

Johns

I 445pm

U 5 QOVERNMENT PRINTING OFFIOR 1933 16704
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MAY 19 ;9335/
__,....--mm .
FEDERAL RESERVE BANK OF CH

230 SOUTH LASALLE STREET

May )
Eighteen -
193

Federal Reserve Board
Washingten, D. C.

Attention : Mr. Z. M. McClelland
Assistant Secretary

Dear i, McClelland:

We have had a number of inquiries which would
indicate that the Comptroller's of fice has issued instruc-
tions to conservators and regulations supplementary to those
conteined in the pamphlets, a number of copies of whick you
kindly supplied us seversl weeks zago.

I am wondering if it would be possible for you
to arrange to have this bank supplied with about & dozen
copies of any such additionel instructions, regulations, etc.,
as have been or will be issuszd in the future. If they are
sent in care of me, I will see that they reach the departments
of the bank most interested. It might be possitle that the
Comptroller would undertake to send these directly to us, so
that you would not be troubled.

I will appreciete anything your office can 4o
to see that we are supplied with material of this kind emansat-
ing from the Comptroller's office.

Very truly yours,

- / [ /7*

H. G. Pett, | ager
Division of Research and Statistics

HGF:TB
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- ‘YC \ ] y,; ‘1
- . i ‘?Q. \S‘EP} v /
5O Y I{AM
v" __(y‘ L
o ¥ FEDERAL RESERVE BOARD
N WASHINGTON
Al
BLACE - ATLLSTA
Hefere.oe your telegrem i#pril 28, Tremsury lepartcent advises
that it will lnterpose no objection to mgreement not to fore-
close unt'l Ootovber, 1934, rrovided (a) that such agreement is
vermiesible urder tne applicable law, (b) thnot the agreement le
duly authorized by th: bosrds of directors of the banks as belug
for the vost interests of all depositors and other creditors of
such beanks, and (o) that agresment 18 anproved Ly the appropriate
“tnte amuthorities naving supervision of suoh banks.
Worrill :
%
3
GHC/sad j;:
/ ;
|
:
k|
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TELEGRAM

FEDERAL RESERVE BOARD
WASHINGTON 20454

BLACK - ATLAFTA

Refere:ce your telegrem April 28, Treasury Department amis_et
that 1t v;ul Interpose no obJjeotion to mgreement not to fore~
close wntll Cetcber, 1934, provided (a) thet suoh sgreement is
permissgible vnder the aypliocable law, (b) that the nt 1e
duly authorized by the boards of direetors of as being

for the best interssts of all deposliors &@' creditors of

such banks, and (o) thet agreewent is ovad by the appropriate
State suthorities hﬂv&.ﬁg mpm. ' 4 banke. Umigmedy shwniar Beeriis
yore 12

IS
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_ “BALLANTINE MR. HAL .
2 ,;/“”M%
MR, LOWMAN {MR. HARLAN
MR. HEATH MR, HEFFELFINGER
MR. AWALT MR. KILBY
MR. BARTHOLOW MR. MORAN
MR. BELL MISS O'REILLY
MR. BROUGHTON MR. SCHOENEMAN
MR. BURNET MR. STARK
MR. CHAREST MR. THOMPSON
'j.n‘ {' ,.4‘1'
vy "K
A
i

MR. DOUGLAS
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Torm Lish o
— TELEGRAM -
S 9 3.
s 4 by &
FEDERAL RESERVE BOARD e - N
WASHINGTON

MAY 5 1033 7

Geery - Minneanolis

Your wire day 2. If redersl reserve brnk, after oonsuliation
with 1ta counsel and 1rn lisht of the clroumstances of m par-
ticuler case, considers it sdvisable to comply wita reguest of
coneervateor of s nntionsl beuk to camrge smount of its redls-
counte to ite reserve ncoount a8 of date of eppolntmsznt of econ-
servator scd reserve aooount is sufficient for the purpose, Board
offers no objection. In sny event, howaver, you may wlsh to con-
slder mdvisabllity of taking such steps am way be necessary to
nreserve such rights as reserve bank mmy hnsve to interest acorued
afiar date of anpolutment of conaervator in a came in wnlch camrge
to reserve accouut is mnterielly delayed at request of or upon
sgr-eent with conservator pendins pessibvle reorganization or re-
sumption of business by vank or to preserve glghts of ¥Vedernl re-
serve hank to acomued intsreet in event Wmuk 1s subsequently per-

mitted to resume dbuginess or is revrganized.
For MTHHVAL
7 . Worrill A S VAT L ox oo e ons e
: e
RN “ri‘ t‘“’;!ﬁ,x M/un/s.’n'r vﬂ‘
GBV/ sad My imTes L. ".awu—vf..

; V ww *-—mvyﬁv eyl
f&%( L T R L 8 nwﬂ'

@l/‘/‘/ " , Fease iriiat flie ooy

PR T

we SHer e . V'w- - Crcrepirntt
oo aeprove and raturn

' COPY

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



reproduced from the Unclassified / Declassified Holdings of the National Archives

- ' DECLASSIFIED
-7 Authority NND 3002¢,
\

————

Mr. Kane advises me that the Comptrol-
ler of the Currency hss issued no gen-
eral instructions on this subject but
in those cagses where a conservator

has asked them to 1o so, they have
authorized the conservator to request
the Federal reserve bank to charge re-
discounts against the reserve balance
ag of the date of the appointment of

the conservator.
1)/
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

13--794

163¢gb
Minneapolis May 2 1120am
f

‘Board
Washn
The'comptroller of the Currency has asuthorized various conservators

representing banks which owe us and which have reserve balances

e

sufficient to cover the borrowing to request us to charge all
rediscounts to reserve account as of the date of appointment of
Conservator, This would necessitate our rebating interest which

we have been accrukng on these rediscounts, and before doing

so would appreciate instructions from the board.
Geery

112p

RECEIVE
OFFIOB OF GENERAL OOUNaRL

MAY 3 1933

€ 8 GOVERNMENT PRINTING OFFIOE: 1098 16794 ’U'“ﬁ M
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TELEGRAM - 470, 2

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

16704 RECEIVED AT WASHINGTON,C 2.5V Lﬁgﬁ%ﬁ:
4 FY g% AoNEB
Atlanta Georgia 317p April 28 oFFIoE oR 29 -
T A/ M/“
Morrill 10 ﬂgﬂ:&aanﬂﬁg;»w'
Washington “ﬂmg

AParge Mercantile Istablishment in Neworleans is indebted to Various
banké that City, among which are two member state banks not licensed

to reopen but now dperating on restricted basis under Treasury
regulétion number 27 and other .regulations permitting limited operations.
These_.banks here-to-fore agreed with said lMercantile listablishment
théfxthey would not foreclose certain collateral standing as'securiﬁy

to their loans prior to October 1933. Prior to emergency banks had
planned to extend this agreement not to foreclose until October 193%,

ft is regarded as important both to banks and to lMercantile .jstablish-

nent that formal agreement to effect that no foreclosure of collateral

37
U. 5. OOYERNMENT PRINTING OFFIOB: 1833 = 94
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TELEGRAM

e | FEDERAL RESERVE SYSTEM
// Page 2 [;:'104 (LEASED WIRE SERVICE)

16704 RECEIVED AT WASHINGTON, D. C.

will be undertaken prior to 1934 be now entered into, and ruling has
been asked as to power of these two member state banks to make this
agreement while still unlicensed., In my opinion the making of agreement
would not be in violation of any of the proclamations or regulations
issued therednder and that matter would at most be one for consideration
by State Banking Department, Banks, however, wish ruling from Treasury

and € would appreciate your obtaining same,

Black

518pm

U. § QOVERNMENT FRINTING OFFICH: 1933 16704
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TELEGRAM

P ey
Fo 4 #
R A L

FEDERAL RESERVE BOARD
WASHINGTON

Anrll ih, 1933

Bailey - Minnea,olis

Your telegram., Twelve coples volume 1 instructiuns to Hatl nal
I

Bani Conscrvators mailed to you tonlght.

MeClellang (srazmedyh *

FILE COPRPY .-
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TELEGRAM

FEDERAL RESERVE SYSTEM 4[ )0, =)

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

275gn
Minneapolis Apl 24, 330pm
\—-“‘_—,—nﬂ
Board
Washn DC

Pléase mail to us today twelve copies volume one of instructions
to National Bank Conservators,
Bailey
45%5p
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

.

April 20, 1933

Dear Sirs

In confirmation of the telegram sent you todsy,

- there is inclosed herewith a copy of the Fxecutive

Order issued by the President of es

relating to foreign exchange and the esrmarking and ex-

port of gold coin or bullion or currencye.

Very truly yours,

Chester Morrill,
Secretary

(Inclosure) [/ "/« /e

To the Chairmen of all Federal reserve banks

0,
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e TELEGRAM

FEDERAL RESERVE BOARD
WASHINGTON

April 20, 1933

Curtiss - Boston Hoxton - Richmond Bailey - Minneapolis
Case - Hew York Hewton - Atlente BeClure - Kansas City
dnstin - Philadelphia Stevens - Chicago Welsh ~ Dalles
¥{1liams - Cleveland ¥ood - St Louis Hewton - San Francisco

TRANS xo/ 2 2 2 The following Executive Order has today been issued by
the President of the United Statess (Sce sttached)
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EXECUTIVE ORDER
Relating to Foreign Exchange and the Earmarking
and Export of Gold Coin or

Bullion or Currency

By virtue of the authority vested in me by Section
5(b) of the Act of October 6, 1917, as amended by Section 2 of
the Act of March 9, 1933, entitled "An Act to provide relief
in the existing national emergency in banking, and for other
purposes," in which amendatory Act Congress declared that a
serious emergency exists, I, Franklin D. Roosevelt, President
of the United States of America, do declare that said national
emergency still continues to exist and pursuant to said section
and by virtue of all other authority vested in me, do hereby
issue the following executive order:

1. Until further order, the earmarking for foreign
account and the export of gold coin, gold bullion or gold
certificates from the United States or any place subject to
the jurisdiction thereof are hereby prohibited, except that
the Secretary of the Treasury, in his discretion and su'ﬁject
to such regulations as he may prescribe, may issue licenses
authorizing the export of gold coin and bullion (a) earmarked
or held in trust for a recognized foreign govermment or
foreign central bank or the Bank for International Settlements,
(b) imported for reexport or gold in reasonable amounts for
usual trade requirements of refiners importing gold bearing
materials under agreement to export gold, (c) actually required
for the fulfilment of any contract entered into prior to the

date of this order, by an applicant who in obedience to the
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Executive Order of April 5, 1933 has delivered gold coin, gold
bullion or gold certificates, and (d) with the approval of the
President, for transactions which he may deem necessary to promote
the public interest.

2. Until further order, the Secretary of the Treasury
is authorized, through any agency that he may designate, to
investigate, regulate, or prohibit, under such rules and regu-
lations as he may prescribe, by means of licenses or otherwise,
any transactions in foreign exchange, transfers of credit from
any banking institution within the United States or any place

- subject to the jurisdiction thereof to any foreign branch or
office of such banking institution or to any foreign bank or
banker, and the export or withdrawal of currency from the United
States or any place subject to the jurisdiction of the United
States, by any individual, partnership, association, or corpora~
tion within the United States or any place subject to the
Jurisdiction thereof; and the Secretary of the Treasury may
require any individual, partnership, association, or corpora-
tion engaged in any transaction referred to herein to furnish
under oath, complete information relative thereto, including
the production of any bocks of account, contracts, letters or
other papers, in connection therewith in the custody or control
of such individual, partnership, association, or corporation
either before or after such transaction is completed.

3. The provisions relating to foreign exchange
transactions contained in the Bxecutive Order of March 10, 1933,
shall remain in full force and effect except as amended or sup~
plemented by this order and by regulations issued hereunder.
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4, Applicants who have gold coin, gold bullion or
gold certificates in their possession, or who in obedience to
the Executive Order of April 5, 1933 have delivered gold coin,
gold bullion or gold certificates shall be entitled to licenses
as provided in Section 8 of said Bxecutive Order for amounts
not exceeding the equivalent of such coin, bullion or certifi-
cates held or delivered. The Secretary may in his discretion
issue or decline to issue any other licenses under said Executive
Order, which shall in all other respects remain in full force
and effect.

5. Whoever willfully violates any provision of
this Bxecutive QOrder or of any rule, regulation or license
issued thereunder may be fined not more than $10,000, or,
if a natural person, may be imprisoned for not more than ten
years, or both; and any officer, director, or agent of any
corporation who knowingly participates in any such violation

may be punished by a like fine, imprisomment, or both.

This order may be modified or revoked at any time.

THE WHITE HOUSE

April 20, 1933. FRANKLIN D. ROOSEVELT

Federal Reserve Bank of St. Louis
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AL RESERVE BANK OF CHICAGO

r

230 SOUTH LASALLE STREET >, i
- i
Q"“,; ,

“~f
April 15, 1953

Federal Reserve Board

Washington, D. C.

Mr. Chester Morrill.

Gentlemens:
After a telephone conversation with Mr.J esse Jones
today and on his request for more informg,’si'éh, I have written

him as per copy enclosed, which I think will be of interest

v

to you. R ~
f';‘

I feel very st;;df{gly that this is a case which calls

for constructive and xgé‘wérdinated actiopl

i ’ Very t ﬁ'

Copies sent to Messrs. Meyer, Hemlin, Miller, James, Harrison, Wyatt,
Paulger, and Smead
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april 1:, 1928

m&&
SUBJECT: Wiohigam Dankin: &itustion.

iir, Jesse Jones
Care; Resorintruotion Finsuce Corporstion
Sashington, D, C.

Dear ir. Jouses

Referring W our telephene conversatlon tiday, you are, of course,
familiar with the benking situstion in the “tete of dichigen. Roecent fipgures
prepered by us show sp folluwss

89 siate ; (53 of li-Zl=32)
Musber banks in ltchi;an - 1S54 fas national) Totsl dopcsite $939,000,000
Banis licensed to epmn -~ 4O Isposits 241,000,000
Banks in baads of '
Consarvators - m » 706,000,000
Ssnke unopened ~ A7 ’ 4£,003,300

Percentages Fuwber 39%. CLepusits 24-‘1/25

The obove figures inolnde the two lurge banke ic Tetrelt now ia
the hande of osnservatcors but do notinclude the new Hationel B:rnk of Detroit.
I the two large banks vith deposite of $862,000,000 do eliainuted fros the
ploture, tiw percentsgos woold shew 388 nunbsr of banke opened, and 58Y is
depusits thereof. This compared vith the rest of cur disteiet of 841 of
sesher banis opensd with 1% of tétel deposits. '

This is a striking picoture ef thw resl pocition in tiu Ltute of
iichigan outsicie of Detrolt. 4As you know, the moratirius in iichigan sterted
on February 1%, and most of thesc bunks have been closed sinco thst tise, In
the mosntime, the gpibliclity of the Ietrolt situctiom and tie mglitution there
has been reflasted all over the State. There are numercus points in the st:te
where either no or insufficlent benking fucilitiee are in exis’once sith
resulting unemployment anc unrest, particulurly in the fndustrisl centers, 211
of shich constitutes & uenacing situction not only in ilchizan but,by excaple,
slssshere L snother comflagretion should start in iiichi an. The unreat s
also a monace to the bamks »hich have heer oyened,
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April 1, 1238
Nr, Jesze Jones,

The Governsor and the Banklug Comelissiomer uave been workin; with
ths legisiature singe early in FPedbrusry on nes benzing legl:lation o et
this asltuntiom, and filnally = bill wus pussed en Mareh 21, 1938, desijned
to effect a blanket clen under which » large vumber of banks goulc bs epunad
at once. ¥s o not believe this i» deairrLle cue Lo warying concitions in
vericus benks and comnunities, nné tihcre ars muny festures of the prepssed
blan which do mol meet with our apyrovul, sdewsver, the recrgenizstion of
the bdanks in Michigam has generclly beem awaliing Lhe outcowe of thiu le;is
lastion. Ns have hsd numerous confererpes with the &txte suthoritiss and
others in Mlchigen and aleo with the Treapuwry sad th: Federwl iaserve Boerd
in ¥sshingtom. 1 think it Ls the viex of all ef us that thiz nlam does net
givd the desired result,

%o recoguize the imperative necsussity ef relsssin: tiwse frosen
deposits es far as may be done under amy aound plan. %o concelve that the

‘time has oame shen something cometructive should be undertuien on the part

ef the variocus governmentsl suthoritiss in eonjuncticrn,

Teo this end, in view of ell thess clrouasstences, 1 suggest the
dealrebllity of sn apyroach fros the stendpolint of reorgraizstion of the
strueture in tichizan, rether then of cuch indivicual sank, and

¥ith the initiative of overnmental suthorities.

i sugg:st, therefore, thot your corporstion desi;nate a represents~
tive vhoss resomsendutions vould have s compelling infiuence with your bosrd,
that the Comptrollertas Reorganiszation Dupertment designetec s elalilur represen~
tative, thut the Federal Heserve sgent in Chicujo nene & representative
siallarly ;ualified, and that thuse mer proceed t¢ dilchi sa %0 alt in #ith
the State Commissloner of Danking end e s group be prepered to exumine and
oot upen,in coordinetien, thw stete re-ulroments and slse be repured te
otay on the job for some weeks Lif nogessary.

Ihis group would include men thoroughly fazilier sith the vhels
banking situetion and requirements ln ths bdtate uad wowid have &t its comeund
the confidential reperts of all benks ond their needa. It abould procsad
frou the consicderztion of tho needs of the virious comamities for banking
fucllities, giving first stitention to the key relnte In tiw Ltrte, and
thereafter taking up thw sasller somwunitiecs,

It should explore the hanking situstion im & glwun town «nd
thsroupon determine from its joint knowledge and the fiiures of the hunke
in its posssuslon miwt should be done. 7This algbt da In the neture of «
reorganisation of 2 gertuain dank or bunks, conzolidstion or the starting of
& nen bank out of tie existing banks, Thereupon, inturssted rartlies i'roa
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Mr, Jesss Jones. April 15, 1958

that city sbould be ocullsd in t0 mest with the group, the situatiom
revieved and a plan set up which would meet the ap;roval ef the greuvp
snd whioh might in muserous eases involve the participation of the Ry F. C,
in the puredese of preferred stock. The representatives of the sity fn
gquestion would be teld that if they would ge back and do thus and so, the
Ry ¥, C, would de sertain things snd thw bank or benkers could thersupen
be openied,  This wonld give the cemmunity eometbing defisite te work om.
I believe that seme such plam, in which the initictive were takem
by these joint suthwrities, would tend to clear the aitustion &t omoe and
as thess bdasks were being graduslly sand spfedily sstablished in the variocue

%
:
:

e of thie whole Btete sould Llmmsdiately Be strengthened.
Job vaa finishad, we would a2l of wusr have » banking
most essentlisl points in the State which would meet the
timt by reasen of ths delays and the lack of ocosrdlaation

%
£
i
F

§
g
H
2L
£
s

nesds, I
thue far, it is essantisl that the inltietive be teker I thowe in suthority
in this partiewiar inastance.

The espitalisation of the wesbor hmie in the Vinte whleh are
net licensed to opem 4is sppreximetely 818,000,000, with surplus anéd prefits
of approximstaly §11,000,000. Ths nonuswhbar deamks ere gonorsily si sssller
sise. BSoms bemks could pot reopen at all and ethers sould not nesd to have
their present espitel fuliy restored, »0 that ry guess i thet $7%,000,000
of mew capitalisation fumisbed Wy the B, ¥, C. would put im force o sound
banking strusture in the “tate of lHichlgun rhere nesded, I alue feel that
it would De much mers offestive and much sowmder in 1ts operation than if
ths autbherities waited for thue inttiative of the warisus ecxmmitize in
golng to Gwa as indlvidusl banks,

;

1 an anclosing, a9 sn exanmple, & memorencus of fhmee key citios
in Michigan, in whiokh the banks listed sre not opsn on agcownt of their
sondition, Thare are msxy other situesticns of L{mportance which need attention,

I believe that the cesperation of the werlous intareat: invelved
sould be ebtained 0 the adventage of each of them, sad I trust this suggestion
will have your conaideration,

%e have studisd this matter intensively fer sowme tise sndé in wy
ovinion this ssems to De the best smay eut.

'm m QUrS,

Cheiraan

http://fraser.stlouisfed.org/
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Yorm 145 ¥ ::
T EGRAM .
FEDERAL RESERVE BOARD P f 7
WASHINGTON ” ’
- L |
PALCHER = QLIVELAWND
Your wire April 13. Board sees no objection to anplication
of 0ld reeervg bulence of Ltate member bank in hands of coneervator
t¢ reduction of its blile peoymble to your bank uonder circumstiances
stated lu your tvelesram and witn understsnding that speclal snecounts .

with your bank ii winlchh are deposlted proceeds of speoisl trust de-
nueits recelved by conservator or smounts mnde svnilable for wlihdraw-
ai will not be in any way nffscted. Suggest you comsult your Counsel
ae to auy legal questions which may te involvede I tnis conneotion
pee subdivision 2 of Bosrd's TRLLS 1758 and see slso TRaKE 1735 re

reserve regulrements of menber banke In hands of conservators.

Ol TLL L ity
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FEDERAL RESERVE BOARD R
WASHINGTON T
April 15, 1953; g
l—l~7 (}h
Young - Bomton Seay - Richmond Hamilton - Xansas City
Harrison - New York McDougal -~ Chicago McKinney ~ Redlmee - aitid ¢
Norris - Philadelphia Meartin - St. Louis Calkins - San Fuanolees. .
Fancher - @leveland Gesry ~ Minneapolis

- 'gfl o
TRANS, z 2 Z é In response to aa inguiry from a Faderal reserve bank, the
Treasury Department has agv;ao? :‘-l foilows:
[[>]35
*Inasmuch as conservatiors are suthorized to renew pledged notes with

".tho consent of the pledgees, the Treessury will mot object to aeccepting renewal

notes held as collatersl security against war loan deposit accounts, provided

such renewals are for a period not emceeding thirty days whieh, I understand,

is the limit of authority granted to conservators. .is you will note by refer-

ence to the collateral security provisions of Circular No., 92, the approval and

valuatior of securities is committed to the several Federal reserve danks. The

Treasury prefers, therefore, to leave the matter largely to the diseretion of

the varicus Federal reserve banks as they are in a detter position to determine

the desirability of this procedure in any given cass. If renewal notes are not

accepted it prdsumably would be necessary, in order to protect the interests of

the United States, to proceed to collect maturing items direct from the mekers

or indorsers. This procedure would throw some additiohal work upon the Federal
ﬂ /  reserve bdank and may not be desiradle under present conditioms, Pending final
wf/ determinatior as to whether a depositary bank is to be reopened or liguidated,

I sm inclined to the opinion that all interests would be bdetter served dy

‘, accepting renewal motes upon a thirty day basis, as indicated above,

The interest due from thess notes should bde collected im all cases and

!{‘B g appliod j%. mL bank as t the war losn deposit
v ‘sccount o E @ ““"
Digitized pmas
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FEDERAL RESERVE BOARD
WASHINGTON

Blaok
Atlanta

Retel april 8 Treasury advises as

Quote.

April 13, 1933.

follows;

Inasmuch an oonservators are suthorised to renew

pledged notes with the consent of the pledgees, the Treasury
will not objeot to accepting renewal notes held ae oollateral

security againast war losa deposit

acoocunts, provided suoh renewals are

for a pericd not exoeeding tinlrty days wnloh, I understand, ia the

-1imit of authority granted to cons
reference to the collstersl securi

ervators. As you will note by
ty proviaions of Clroular Fo. 92,

the approvel and waluation of securities is commltted ¢o the several

Pederal rsserve banks. The Treasu

ry prefers, tuerefore, to leave the matter

largely to the disoretion of ths various Federnl reseyrve bunks as they are

in & better poeltion to determine
any glven case. If renewsl notes
be nsoessary, in order to protect

the desirability of tihis procedure in
are not acce ted it presumably wo 1d
ths interests or the United States,

t0 prooceed to collect maturing items direct from the mekers or indorsers.

This prooedure would throw some ad

bapk apd may not be desirrble under preasent conditions.

ditlonsl wourk upon the FPederal reserve
Pending final

determ.natlon a8 to whether s depositary bunk is to be reopened or
liguidated, I am inoclined % the opinion that mll interests would be

better served by accepting renewal
indioated above.

not-s upon & thirty day baslis, as

“?he interest due from these notes should be colleoted in
all oases and appiled by the Pederszl resurve bank as a payment agrinst

the wrr lozn deposit account of the depositary baonk.

KW ome ge
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TELEGRAM P

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE) j
104dea 2
% // S/x\_\) .;:;-:
N Cleveland 525p ‘ap]_ 13 RECEIVED AT WASHINGTON, D. C. -
Board,
Washn,

Is it permissible for this bank to apply old reserve balance

of state member bank now in hands of conservator under Ohio
statute to reduction of bills payable of state member bank

to this bank at request of conservator under authofity of
state superintendent of banks with retention of all collateral
f; assure payment of balance remaining payable by state member

bank? All segregated funds includiné%§éstricted portion of

0ld balances are protected by 100 percent reserve in cash or

balance in conservators special account with this bank.

Fancher

0 D
CcEIVEI
(ns"ﬂc?ni % GDUERAL OOUTRED

ARR 14 1833

q‘} & 5 i i W csminomatiiniai 1 M
v commonamsr o e s 16764 mmmh W

|
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v&’ 3 TELEGRAM
"\ ’)«\ FEDERAL RESERVE SYSTEM
J“p 4Odea (LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

Your 18. Please change word restricted in last paragraph

our 104 yesterday to read ‘unrestricted "

I, Clevd Apl 14

1136am
IVED
omg l(?rc(::? naAl OOTEREL
APR 14 1933
__/qude', )
AUMNER sowempmcmpr -
U B QOVERNMENT FRINTING OFTIOE: 1938 16704

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



Reproduced from the Unclassified / Declassified Holdings of theiNationalvArcvzhyives '
DECLASSIFIED
i - Authority NND 3002¢,

TR -

e —

FEDERAL RESERVE BOARD

WASHINGTON "f- Ui e ;

X-7410
April 13, 1933.

SUBJECT: Borrowings of Unlicensed b ‘
From Federal Reserve Banks and Claims
- of Federal Reserve Banks Against

Closed Banks. —
B \ M‘“,,.w’"
Dear Sir:
There is attached hereto, for your confidential .

informetion, a copy of a memorandum, together with a

copy of the statement referred to therein, prepared under
date of April 8, 1933, by Mr. Smead, Chief of the Division
of Bank Operations of the Federal Reserve Board, with re-
gard to the amount of borrowings from Federal reserve
banks, as of March 31, 1933, by member banits not licensed
by the Secretary of the Treasury to reopen, and the amount
of claims of Federal reserve banks, on March 28, 1933,
against closed banks.

Very truly yours,

Chester Morrill,
Secretary.

Inclosures.
T0 ALL GOVERWORS & CHAIRMEN OF ALL P. R. BANKS.
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X-"741Q~a
FEDERAL RESERVE
BOARD
OFFICE CORRESPONDEUNWCE Date April 8, 1933
To Federal Reserve Board Subject

From Mr. Smead

-

Attached is a statement showing the amount of borrowings from the
Federal reserve banks, as of March 31, of member banks not licensed to
reopen by the éecretary of the Treasury but which as of that date had
not been placed in process of liquidation.

It will be noted from this statement that 892 of such banks were
indebted to the Federal reserve banks in an aggregate amount of $124,-
752,000 of which $48,264,000 was on rediscounted eligible paper,
$67,828;OOO on advances under Section 13 of the Act and $8,659,000 on
advances under Section 10-b,

As of March 28, the last date for which figures are available,
the Federal reserve banks also reported $27,738,000 of claims against
closed banks. The amount of sueh claims reported by each Federal reserve

bank was as follows:

Boston $462,000 Chicago $887,000
New York 3,917,000 St. Louis 894,000
Philadelphia 4,243,000 Minneapolis 1,777,000
Cleveland 269,000 Kansas City 1,060,000
Richmond 6,710,000 Dallas 855,000
Atlanta 4,987,000 San Francisco 1,677,000

Digitized for FRASER
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) X-7410-b %
BORROWINGS FROM FEDERAL RESERVE BANK OF MEMEER BANKS NOT LICENSED TO OPEN BY THE SECRETARY OF §'
'THE TREASURY, BUT WHICH HAVE NOT EEFY PLACED IN LIQUIDATION. 5
. (Figures as of March 31, 1933) %'
Federal Number Indebtedness to Federal Regerve Bank §
Reserve of Total Rediscounted Advances Advances g
Bank banks eligible under under g
paper Section 13 Section 10-b g
: , . g
Boston 38 $7,701,893.06 $3,759,343.58 $3,160,549,u48 $782,000.00 %
New York 119 21,898,781.13 519,367.91 17,565,507 .40 3,813,905,82 g
Philadelphia 87 24,231,022.16 5,334,052.45 18,651,812.33 245,157.38 z
Cleveland 103 20,5U2,273.93 8,595,441 .50 11,946,832.,L3 — z
Richmond g3 15,228,930.91 9,923,367.13 5,305,563.78 - g
Atlanta 41 7,923,424, 36 4,972,472.89 1,892,772.96 1,058,178,51
Chicago 201 11,046,650.80 10,135,758.64 — 910,892.16
St. Louis 37 1,669,720.62 ©10,759.82 1,658,960,80 -
Minneapolis 50 2,977,699.62 1,541,582,01 1,436,117.61 - k - |
z |
Kansas City 69 7,191,986.49 2,554,183.12 3,854,683.37 783,120,00 | §f |
Dallas 27 - 588,129.76 442,600.01 145,529.75 - & g;
San Francisco 37 3,751,078.73 475,221.59 29209,710.42 1,066,146,72 | Eé E‘
. ©
Total 892 124,751,591.57  U48,26%,150.65 67,828,060.33 8,659,400,59 3 %:
N 5
e

DIVISION OF BANK OPERATIONS,

APRIL &, 1933,
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TRANS[ 76 In order that Board may follow closely all changes in status of
banks, please mall as soon as practicable statements showing

(4) Name anid loocation, also total deposits as of last call for condition
reports, of each nonmember state bank, trust company, stock savings bank, mutual
savi‘n;s bank and private banik uncier state supervision in your district. This
list should be prepared as of April 12, 1933, the date of your supplemental list
of banks authorized to reopen, and the banks should be grouped as follows: (1) Ope_rap
ting without restrictions other than those applicable to all banking institutions
under Executive Order of March 10, 1933, (2) Operating under restrictions in ad-
dition to those applicable to all banking institutions under Executive order of March
10, 1933, whether such additional restrictions were imposed by State banking depart-
mentsor by banks' boards of directors, and whether such banks are in charge of State
banking departments, of conservators or similar officials, or of bvanks' boards of
directors, (3) Not included either in group 1 or group 2 but not placed in process
of liquidation or in receivership.

(B) Name and location of each state bank and trust company membe r which, as of
April 12, 1933, had not been licensed by Secretary of Treasury to resume full
banking operations, grouped as follows: (1) Operating under restrictions in addition
to those applicable to all banking institutions under Executive Order of March 10,
1933, (2) Not included in group 1 but not placed in process of liquidation or in

recei vership.

(C) Name and location 0f each private bank not under state Supervision but
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- 2 -
TO-ALL_AGENTS.

included in your printed lists of banks authorised to reopen, as well as of
any other institution included therein which would not be included in
abstract of cordition reports of state banks,

(D) Name and location of each nonmember state benk, trust company,
st,ock savings bank, mutual savings bank and private bank under state supervision
which suspended, went into liquidation, or was absorbed by another bank during
the period March 1 to 12, 1933, together with the date and manner in which
the bank went out of existence,

Please also mail & suprlement to lists A and B above as of each Wednesday
beginning April 19, 1933, in order to enable Board to keep original list up
to date,

No corresponding data need be submitted covering national banks,

In lieu of telegraphic and mail reports of bank suspensions heretofore
furnished please wire Board as soon as practicable name and location of each
bank which, during period March 13 to April 12 (1) suspended or went into
liquidation after resuming full banking operations, code SAVE, (2) suspended
or went into liquidation after resuming operations on a restricted basis or
without having resumed any banking operations, code SERV, (3) was placed on
a restricted basis after having resumed full banking operations, code SIMM,
Please also wire corresponding data currently hereafter. Reports on form St.
6386~a should continue to be submitted monthly covering all bank consolida~
tions, absorptions and mergers, and on form St, 6386-c covering new banks,

successions and conversions,
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Pending receipt and tebulation of these data, statistics of bank
suspensions will not be published by Board, and it is suggested this
policy be also followed at your bank,

MORRILL
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FEDERAL RESERVE BOARD LT o
WASHINGTON S

Clerk
Jan Franeisoco.

Your wire April 1ll. . If Orezom State member bank in question hes been
closed or requirad to dlscontinue n rmal banking function: by Superintsndent
of Bshks under authority of provisions of Otate law, it would aprear :ihat
ite ststue, for purposes of yonr question, 18 similar to that of bank in
hands of reoeiver or conservator and ‘fso,Fosnd feele thet Federal reserve

| bank le not suthorized to discount for or to meke advences to such benk,

Board'hdf advieed of provisions of statute in gu=setion, howev:r, and oann§t
expres: definite opinlion om this question. 1t 1s suggestad you oonszult your
oounsel as to stutue of bank. &Sven if Federnl reecrve bunk has renuisite legal
autheority, nowevwer, question whether eredit shuuld be extended to any membder
bank is one for exercise of discretion of Federsl reserve bank and as 1lndicoted im

Trans, 1758 18 to be determined in the 1light of all the cliroumstances in the ease.

zf’;?;,m,

MORKIL{g)gnea) Lhiniar worie

71 SR

Fipase e ke whly

W A{GEnNE ARl TR

FRTPAE § P ST

FILE COPY - .
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TREASURY DEPARTMENT

WASHINGTON

APR 1 2 1933

70 MR, MORRILL:

The notes referred to in the attached telegram, dated
April 8, 1933, from Governor Black of the Federal Reserve Bank of

Atlanta, are pledged against war loan deposit accounts under the
provisions of Treasury Circular No. 92, a copy of which is attached.

Vi
/ ‘Inasmch as conservators are authorized to renew pledged
fiotes with the consent of the pledgees, the Treasury will not obdb-

- Ject to accepting renewal notes held as collateral security against
war loan deposit accounts, provided such renewals are for a period
not exceeding thirty days which, I understand, is the limit of
authority granted to conservators. As you will note by reference
to the collateral security provisions of Circular No. 92, the approval

and valuation of securities is committed to the several Federal reserve
/ff//f? banks. The Treasury prefers, therefore, to leave the matter largely
// ‘to the discretion of the various Federal reserve banks as they are
/ L in a better position to determine the desirability of this procedure
! in any given case. If renewal notes are not accepted it presumably
would be necessary, in order to protect the interests of the United
States, to proceed to collect maturing items direct from the makers
or indorsers. This procedure would throw some additional work upon
the Federal reserve bank and may not be desirable under present con-
ditions. Pending final determination as to whether a depositary bank
is to be reopened or liquidated, I am inclined to the opinion that
all interests would be better served by accepting renewal notes upon
a thirty day basis, as indicated above.

“The interest due from these notes should be collected in

all cases and applied by the Federal reserve bank as a payment against
the war loan deposit account of the depositary bank. * /

y.
Assistant Secretary of the Treasury.

(enclosures)
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Board - _,f_-r-——-w T—

Washn

Referring our wire Vth/and yours 10th, 1Inasmuch as several oregon
State member banks have been directed by State Supervisory authority

to discontinue normal banking funetions such banks under the law are

in status similar to banks in hands of receiver, That official by
oregon statute is the sup=rintendent of banks,. Oregon state law
does not provide for appointment of conservator. Nevertheless the

status of these member banks in effect is identical with those for

which conservator has been appointed because management is restricted

like conservator to liquidatgéon and / or conservation of assets.

We have before us application for discount from unlicensed oregon
state member bank, Inasmuch as its status is identicel with banks

| im—whIeh conservato has been appointed it is our feeling that to be
consistent telegram #1758 should apply. It might make our position

1, 8, GOVIRNMENT PRENTING OTTION: 1083 16194
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FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

16704 RECEIVED AT WASHINGTON, D. C.

clearer to state where conservators are legally created the title in

many cases of the officer given charge of a restricted bank has been

merely changed from president to conservator whereas in an oregon

state bank title of the official of a similarly restricted bank
remains unchanged. Therefore if the status of the restriction upon
banking function 1s identical it does not seem logical to afford |
different treatment merely because the title of the official in charge i
~~i§ not identical, Please reply. !
Clerk
306p

Y. 8. GOVERNMANT FRINTING OFFICH: 1983 16794
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Mr. Albert C. Schott,

1923 Xsplanade Avenue,

New Orleans, Louisiana.

Dear Mr,. Schottt

Ym uttor of March ao addressed to the Seeretary of

the Tresaury was referred to this office for reply. Whils the Fed-
“ sral reserve banks operete under the supervision of the Federal

Reserve Board they are owned entirely by their member danks and

not by the Federal Covernment and the extent to shich they may

properly diecount paper or make loans within their legal authority

ohim P i,

e ot A S .

is a matter primarily for the mrcun of the judgment of the

At R 1 e DO
B T ey n e

g £ 4

boerd of directors and mcutivo or:iurl ot oach ml. ‘Teserve
benk, ™ Thie Board understands thet the officers and directors of the
Yodoral Reserve Bank of Atlanta and its dranch at New Orleans are
thoroughly familiar with the situation of the banks in New Orleans
and have givan that situation olose and sympathetic attention.

The Board, therefore, feels confident that the Federul Reserve Bank
of Atlanta will eooponto t0 the fullest possible extent from the

all of
standpoint ef the m interests of/its member banks in totnns m\: & APPROVAL

a sound solption of the New Orlesans situation, ... e
VYery truly yours, *iﬁ z’lw‘n,‘:zﬁtsn_&?/;.w“mL
B Ines LMo s rageame

e A

Wi Haller ..
z% | r @ e oo e wwmn
Plegce inite! file COPY

Jf yelt eppioy 2 4 retprn

I

'mgm

APR1 0“193 M
RO
" g
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TELEGRAM U760 3.

FEDERAL RESERVE BOARD
WASHINGTON

CALXINS- SAN FRANCISCO

Your w;ro Aprn 7+« In view of fact that member banks in
hands of conservators or other State offloisls having similar
avthority are in status similar to that of banks in hands of re-
oeivers or banks otherwise olosed by supervisory authorities, Board
is of opinion es stated in Trems. 175§ that Federal reserve banks é
are not autharised to discount for or to meke advances to such banks,

Unllicensed member banks operating under Regulation 27 sre still in

R g 1

charge of thelr own direotors and officers and have not been taken

R oot

over by supervisory authorities either for liquidation or oonserva-

v

tion of assets. Their status is essentially different from benks
in hands of oconservators end Board feels that Federal reaerve banks

are not legally prohibited from extending oredit to such banks

Trens. 1758 prohibits Federal reserve banks t0 lend to unlicensed
members in States where conservators mey be appointed under the

law, but your sttention is called to faoct losns are prohibited by

Trans. 1758 only to those banks actually in hands of conservators

B

A 5"\ “l! \'“ﬁ.ﬁ’ww&t .= 4" A’
NRRILL We. Hemlin.LeZZ..

-~ ’ ‘3“"8‘ e AWEIE w
D T W G P L e
o e s

e (nitial fils copy
Gl AP et s,
1, Recreiny’s Uilive,
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TREASURY DEPARTMENT/ /), o

WASHINGTON
COMPTROLLER OF THE CURRENCY April 10, 1933
ADDRESS REPLY TO
“COMPTROLLER OF THE CURRENCY" CIRCULAR LETTER NO . 1
To Conservators of National Banks:
Chapter II

Sec. 263, CORRESPONDENCE WITH COMPTROLLER. When addressing this office
each communication of a Conservator should be confined to one subject, or asset,
or claim. In handling the large volume of correspondence, both telegrams and mail,
the work can be simplified and greatly expedited by refraining from referring to
more than one subject in a single communication. The communications should contain
a complete statement of the facts in order to enable this office to pass intelli-
gently upon the question or problem presented. It has been observed that a great
many of the letters submitted by conservators merely state the question, without
giving any facts as to the names of debtors or creditors as the case may be, the
amounts involved, character and value of the security or property, or other facts
which this office must have before it in order to form any conclusion as to the
propriety of granting the request, following the recommendation or otherwise
instructing the Conservator.

The subject-matter of each communication should be briefly mentioned
at the beginning of the letter at the right of the address and just below it.
An example follows:

"Comptroller of the Currency,
Washington, D. C.

Dear Sir:
RE: Preferred Claim

A. B. Company

{or request for offset, Employment
of attorney, Payment salaries of em-
ployees, etc,, or whatever may be
the subject of the communication.)"

In case a letter requireg immediate action or reply the Conservator should
indicate at the beginning of the caption of his letter that a reply by telegram
is necessgary, using the words "TELEGRAPHIC REPLY REQUESTED",but unless it is abso-
lutely necessary that a telegraphic reply be made, the Conssrvator should not so
indicate. All matters should, if possible, be referred to the office by letter in
sufficient time to permit replies by mail.

F. G. AWALT,
Acting Comptroller.
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TREASURY DEPARTMENT

WASHINGTON

COMPTROLLER OF THE CURRENCY

May ©, 1933

ADDRESS REPLY TO
“COMPTROLLER OF THE CURRENCY"*

Digitized for FRASER
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CIRCULAR LEITER NO. CR 2

To Conservators of National Banks:

Chapter II

Sec, 259, EMPIOYEES FIDELITY BONDS. You are directed to
forward immediately to this office full information rugarding the
fidelity bonds carried by you upon your employees, advising whether
or not you have examined the bonds carried by the bank previous to
your appointment and have convineced yourself that the bonds ade-
quately protect the Conservator, and whether you have had the nec-
essary changes made by affixing riders extending the coverage to
you as Conservator in accordance with Chapter II, Section 259 of
Regulation I, Instructions to National Rank Conssrvstors, bearing
date of April 4, 1933,

In case individual bonds are being carried on your
employees you will furnish this of fice with a complete list of all
employces, designating the amount of thz bond and the company issu-
ing the sume in each instance where bonded. If employces are
covered by a bankér's blanket bond, you will adviasec the amount of
the bord, the company of issue and the names of employecs that it
covers. The names of all employees not coversd by a banker's
blanket bond should be furnished in a separatse list with informa-
tion as to their respeetive duties. If the banker's blahkgt bond
contains coverage other than the fidelity of employces, the nature
and amount of such covera;se should be stated, In eithoer case,
furnish this office with the date of the expiration of vach and
every bond,

J. E. FOUTS
Supervising Conservator

Federal Reserve Bank of St. Louis
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TREASURY DEPARTMENT

WASHINGTON
COMPTROLLER OF THE CURRENCY
ADDRESS REPLY TO
*“COMPTROLLER OF THE CURRENCY" May 9, 1933

CIRCULAR LETTER NO. CR &

To Conservators of National Banlks:

. Chapter IV

Sec, 406. FEDERAL CHECK AND SAFE DEPOSIT RENTAL TAXES.
This letter is addressed to all Conservators in order that they
may be fully advised as to the proper handling of, and accounting
for, the check and safe deposit box rental taxes provided for in
the Revenue Aet of 1932, which became effective on Jume 21, 1932.

It should be said that the United States Government as a
matter of law is entitled to no priority of payment with respect
to any claim which it may have against a National Bank in the
hands of a Conservator, ou account of the taxes herein discussed
whick acerued prior to the Conservator's appointment, except as
such claim may be entitlazd to the protection of security deposited
by the btank with the propecr officer of the United States to secure
govermment deposits and/or ccllections made by the bank as an agent
of the United States. Cuses in which it would seem thut the giving
of security by the bank to the United States Government would cover
collections made by the bank of either check or safe deposit box
rental taxes, should be submitted to this office in complete detail
with a copy of the eppropriate contract hetween the bank znd the
United States Government or one of its officers, as the case may
be. Instructions hereinafiter set out are not intended to apply
to situations into which the question of security enters.

This office has not been able to find any zuthority for the
abatement of the Federal check tax with respect to a Conscrvator's
checks on other banks or his transfers of funds in other banks on
orders other than checks. This applies to all threw: of the Con~
servator's accounts with the Federal Rescrve Bank, namely: the
bank's 0ld reserve account, Conservator's special zccount for
segregated funds and Conservator's general account, as well as to
whatever depository account or accounts the Conservator may have
opened or may hereafter open with licensed mamber bankse
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The Conservator should offer no objection to the charging of 24 check
tax on all checks or transfer transactions that he may nave in these
various accounts, and should submit tc the collection of the tax by
the Federal Reserve Bank .or his denository bark or banks in the manner
heretofore established. )

(a} The Conservator should in every instance debit to all
segregated accounts on his books from month to month, the 27 check
tax in asccordance with the Govermment's regulations, snd promptly
remit the funds so accumulated to the Collector of Internal Revenue
for his district, in the manner previously established and with the
use of such forms a: may be prescribed under Government regulations.
All sueh tax as may not have been debited to sepremated accounts prior
to the Conservator's appointment should likewise be debited to the
respective accounts and remitted to the Colleztor.

(b) If the Conmservator has not already donc so he should
forthwith, except where paragraph (d) applies, debit to all restricted
accounts on his books such Federal check tax zs had accrued and had
not been so debited at the date of his appointment. The total of
these debits should be set up as a Conservater's credit entry in the
account of the Collector of Internal Revenue on ljis books with appro-
priate symbol end description. This credit will then become an
ordinary liability of the bank in favor of the Collector of Internal
Revenue. 3Such credit can not be paid in priority to other ordinary
liabilities of the bank, but, of course, should be included in any
ratable distribution that may be authorized.

(c) The Conservator siould in confommity with existing regue-
lations, and on such forms as may be prescribed therefor, report to
the Collector of Internal Revenue, with resnect to a&ll check taxes
as he may accrue on his books by debiting restricted deposit accounts-
and contra credit entry in the account of the Collector of Internal
Revenue, as provided for in paragraph (b), and he should in a separate
affidavit securely attached to the report form, certify that he has
been appointed Comnservator of the bank, reciting the datc of his
appointment and stating that the credit carried to the account of the
Collector of Internal Revenue is only an ordinary liability of the
bank, which must be treated in the same manner es all other such
ordinary liasbilities without immediate cash remittance other than
such ratable distribution as may be authorized.

(@) In cases where it is necessary for the Conservator to
collect the check tax on items charged to acocounts overdrawn, such
collection must be made in cash and promptly remitted to the Collector
of Internal Kevenue as a trusteed fund. In cases where the debit of
check tax by the Conservator to an old sccount will create an over-
draft, such part of the tax debit as may be provided for by the

Federal Reserve Bank of St. Louis
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existing balance should be carried into the account of the Collector
of Internal Revenue. That part of the tax which, if debited, would
create an overdraft in the depositor's account, must be collected by
the Conservator in cash and remitted to the Collector of Internal
Revenue in the manner heretofare established. If the Comservator is
unable to make such a collection in cash, he should promptly advise
the Collector of Internal Revenue of that fact, giving him the amount
due and the name and address of the depositor.

(e) The instructions above given with regard to debits
to accounts and contra credit to the Collector, apply in all cases ex-
cept where the tax due from a given depositor exceeds $50,00. In cases
such as this the Conservator should attempt to collect the full amount
of the tax now due in cash and if successful, remit the collection to
the Collector in due course, If not successful, the Conservator should
promptly advise the Collector of Internal Revenue of the amount of un-
collected tax with the neme and address of the depositor, in order that
the Collcctor may proceed directly against the depositor,

(f) The Conservator is obligated to collect and to remit
to the Collector of Internal Revenue the 10% tox on all safe deposit
box rentals which have acecrued since June 21, 1932, and which have not
been collected and remitted, or which may hereafter accerue. This tax
can in no instance be charged to the accounts of depositors, but must
be collected in cash. The Conservator should be careful not to permit
any safe deposit box renter to surrender the keys for his box and to
remove the contents therefrom until full payment has been made by him
for acecrucd rental due to the bank, as well as the full amount accrued
and unpaid with respect tc the 10% tax,

(&) Conservators are advised that where prior to their
appointment the banks now in their charge attempted to remit to Collec-
tors of Internal Revenue with either their officert's checks or drafts
on other banks, such officers' checks or drafts are only ordinary
liabilities of their banks and must be handled in the same manner as
all such liabilities, without any priority in favor of the United States.

Yours very truly,
F. G. Awalt,

Acting Comptroller.

Federal Reserve Bank of St. Louis
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TREASURY DEPARTMENT

WASHINGTON

COMPTROLLER OF THE CURRENCY May 11, 1933

ADDRESS REPLY TO
“COMPTROLLER OF THE CURRENCY"’

Digitized for FRASER

CIRCULAR LETTER NO. CR 4

MEMORANDULM, FOR CONSERVATORS IN REGARD TO PREFERRED CLAIMS

To All Conservators of Natbtional Banks:

Conservators are not authorized to make payment of any claim
asserted to be entitled to preference, not to commit themselves to a

“recognition of such claim as a preferred one, until a full statement of

the facis relative to suck claim has been submitted to the Comptroller
and a specifie rulirg made thereon by this office. However, it is
thought that the following memorandum may be useful in enabling con-
servators to properly consider such claims,

The scope of this memorandum is limited to a discussion of
claims asserted to be entitled to preference in payméent over other
claims of a general nature against the asssets of a national bank coming
into the hands of a conservator, There must immediately be excluded
from consideration under this class of claims the following items: -

(a) Claims based upon new accounts created by segregation
of a percentage of old accounts or by new deposits of cash or
its equivalent, which are treated fully in Seetiorn 301, Instruc-
tions to National Bank Comservators, April 4, 1933,

{b) Officers' checks or drafts purchased with funds from
such segregated accounts or with ecash subsequent to such segre-
gation of new accounts.

(c) Deposits of publiec funds securcd by pledge of bank assets.

Claims based upon secured deposits (e¢) are not, by reason of
their character, entitled to preference, but in some cases it may be
to the interest of the bank that pledged assets be redeemed. Each case
of this class must be governed by specific instructions to the conserva-
tor from the Comptroller, which will be given at the request of the
conservator.,

Section 203 of the Bank Conservation Act of March 9, 1933,
contains the following provision: "During the time that such conserva-
tor remains in the possession of such bank, the rights of all parties

with respect thereto shall, subject to the other provisions of this title,

be the same as if a receiver had been appointed therefor.”

http://fraser.stlouisfed.org/
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Thus by statute the rights of persons asserting preferences against
the assets in the hands of conservators are governed by the same statutory
provisions and the same judicial decisions that would apply in case the bank
were insolvent and in the hands of a receiver,

The experience of this of fice has been sufficient to indicate that
conservators will have incresasing difficulties witk so-called preferred claims
unless a clear understanding is had of the information necessary to enable
this office to advise in regard to such claims and the reasons why all the
facts surrounding tke c¢ldim must be accurately ortained by comservators and
transmitted to this of fices

-

In the consideration of asserted preferrcd claims, the conservator
should direct his inquiry to the facts as they existed at the time the bank
ceased to do an unrcstricted banking vusiness,.

} With the exceptions of the prioritiss established by U.S.R.S. 5236
(Title 12, U.S.C.A., Sec. 194), whick provides for any decficiency in redeeming
the circulating notes of a national bank and the expemses of such redemption,
ané those established by Title 26, U.S.C.A., Sec. 102 (37 Stat. 733), and
Title 19, U.S.C.A., Sec. 198 (36 Stat. 965), which deal with certain certified
checks accepted by Collectors of Interral Revenue of the United States and
Collectors of Customs, for internal taxes, public dues and duties on imports,
there is no such thing, in the technical sense, as a preferred claim against
the assets in the hands of comnservators.

All persons vho were creditors of ths bank at the time of the
appointment of the conservator must participate in the ratable distribution of
the assets provided by "The Naticnal Bank Act" unless a rcorganization is ef-
fected., ZExcept for the priorities above mentioned, the only method open to
the United States or a state or its political subdivisions (where security was
not lawfully takcn by the public depositor) cr an individual to avoid ratable
distribution is to makc affirmative proof of the three essentials of a claim
entitled to preferential treatment, namely:

(1) That thc relation between the bank and the depositor is that
of trustece and beneficiary.
(2) That the assets of the bank were augmented by the transaction.
(3) That the funds arising from the transactions are traceable into
the hands of ths conservator.

All doubts are to te resolved against any asserted prefcrred claim
{schuyler v. Littleficld, 232 U.S. 707). This'well settled Federal rule is
controlling to the exclusion of all state statutes and decisions because all
questions relative to claims asserted against the assets of national banks in
the hands of conservators or receivers are governed exclusively by the rules
of law provided in the acts of Congress and the decisions of the Federal
courts in connection therewith., Tor discussion of the legal principles
applicable to so~-called preferred claims, see Empire State Surety Company ve.
Carroll County 194 Fed. 593; Beard v. Independent District, 88 Fed., 375;
larabee Flour Mills v, First National Bank, 13 Fed. (2nd) 330, certiorari
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denied 273 U.S. 727 Mechanics & Metals Nati onal Bank v. Buchanan, 12 Fed.

(end) 891, certlorqu denied 273 U.S, 715; Blakey v. Brinson, 286 U.S. 254;

Cook County National Bank v. United States, 107 U.S. 445; First National Bank
“ v, Seldon, 120 Fed. 212; Davis v. Elmira Savings Bank, 161 U.S. 275; Easton

v. Iowa, 188 U,S. 220,

Preferred claims asserted against the bank must be proved to the
satisfaction of the Comptrcller of the Currency or adjudicated in a court of
competent jurisdiction. U.S.R.S. 5236 (U.S.C.A. Title 12, Sec. 194). All
claims asserted against the conservator are general claims unless the claimant
can affirmatively prove all of the three essentials stated above. Conserva-
tors are without authority to mske any payments or to deliver any property in
respect to claims of this nature, without spocific instructions from the
Comptroller of the Currency. Where a claimant seeks to avoid ratable distri-
bution, the full facts necessary to enable the Comptroller to determine the
statls of the claim and to issue the necessary instructions should be forwarded
by the conservator in his first letter on the subjecte.

To prove the first essential to a preferred claim, that of a trust
relationship, thuere must be a showing that the btank received an identifiable
thing in trust for tre claimant. A trust relationship cannot be predicated
upon a pre~existing credit balance in ths bank., Blakey v. Brinson, supra.
Accordingly, in forwgrding preferrsd claims, the conservator should definitely
identify the propsrty received by the bank, such as cash, securities, or
checks on othsr banks, which is allegcd to be held in trust.

Even thougk a trust relationship appears, the liability is general
only, unless augmentation and trucing appear for all or part of the money or
other property received in trust. Ellerbe v, Studebaker Corp., 21 Fed. (2nd)
933:

"In ordinary cases, of course, the receipt by the collecting bank
of a check drawn against the account of one of its depositors does not
bring anything into the bank, and cannot be said to augment in any way
assets passing into *the hands of the Receiver, It is a mere shifting
of credits. Larabee Mills v, First Naticnal Bank (C.C.A. 8th) 13 Ped,
(2nd) 330; American Can Co. v. Williams (C.C.A. 2nd) 178 Fed, 426;
North Carnlina Corp. Com. v. Merckants & Farmers Bank, 137 N.C. £97,
50 S.E. 308."

Where the property alleged to have bsen transferred to the bank in
trust consists of eash, it mzy be traceable to ths cash on hand in the bank,
and the conservator in such cases should furnish, in forwarding the claim, a
tabulation of the amount of coin and currency, exclusive of cash items, in the
bank at the close of business on the day preceding the delivery of the cash to
the bank and the total cash in the bank at the clese of cach day's business
from that day on, to and in including the d=te of the conservator's appointment,
making a clear distinction between actual cash of all forms and cash items.

If the cash on hand at any time during this period was kess than the alleged
Y trust fund, dissipation and a general claim to the extent of the dissipation

follows., Whore the alleged trust property consists of securities, the Con-

servator must ascertain and report the disposition made thereof and advise
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fully as to what the bank received as proceeds: whether cash, a check on the
dark, or a check on another bank. In every case where the trust property or
its proceeds consisted of a check on arother bank it is essential that the
item be traced to the correspondent, if any, to which it was sert and that a
transcript of the correspordent bank's account be obtained from its books be-
ginning with the date of eredit and running to the present time and forwarded
to the Comptroller in order that he can ascertain whether or not partial
dissipation occurred through a low balance thersafter or a complete dissipa=-
tion occurred through a subsequent overdraft, The transecript should show the
daily balances in the account during the period mentioned, and each credit,
including items involved, should be clearly identified. The comnservator
should also advise as to the amount of cask or the sound value of collateral
returned to him by such corresporndent, also with regard to any present debt of
his bank to such correspondent and the sound value of any collateral still
pledged for such debt, if any.

If the alleged trust fund was created by the giving of a check on
another bank in the same town which was cleared directly with such bank,
rather than through a local clearing house, the balance, either in favor of
or against the conservator's banlk on the date of clearing and the manner in
which such balsnce was paid should be reported, Care should be taken to ex-
plain fully whether a favorgble balance was collected in cash or in a draft
on a third barnk whick was forwarded to a correspondent bank for credit. If
the latter, full particulars should be furnished as set out in the paragraph
next above, If the check was on another bank in the same town and was cleared
through a clearing house or through a Federal Reserve bank or one of its
branches, the net balance in the clearing for or against the conscrvator's
bank, on the date of clearing, is all that reed be considered, Full particu-
lars with regard to the settlemcrt of this net balance should be given as
above directed., Where this methcd of clearing was followed, no attention
need be given toc the respective d:zbit or credit balances between the various
member banks that participated in the joint clearing.

It is possible that certain preferrecd claims will be presented to
the conservator predicated upon deposits with the bank prior to his appoint-
mexnt, based upon an alleged or achtual ageney agreement between the bank and
its depositors which might have a bearing upon the subject. In order that
preferred claims of this perticular nature may be intelligently considered,
if and as they arise, the conservator is requested to send to this office at
once a sample of each and every pass~book of his bank which was in use at the
date of his appointmert, together with samples of all signature cards and de-
posit tickets then in use.

Probably more preferred claims arise from items received by a bank
for collection and remittance than from transactions of any other nature.
When an item is sent to a bank for collection and remittance, the bank re=-
ceives the item as agent, and, kaving collected the funds, it holds them as
agent and is bound to remit seme according to instructions. American Can Co.
v. Williams, supra. In cases of this nature, the first prerequisite exists
and the allowance of the claim depends upon the second &r.d third prerequisites:
namely, sugmentation and tracing, as hereinbefore set out., Where a bank
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receives an item for collection and e¢redit there is a distinction between its
receiving the item for collection and remittance. A copy of the collection
letter or memorandum should be submitted to this office in connection with any
preferred claim in either of these classes along with other pertinent data.

Another class of preferred claims which often arise are those based
upon unpaid officers' checks or drafts on correspondent banks for the transfer
of funds. In instances such as this, the customer merely purchases the bank's
credit and accepts an evidence of its indebtedness., As a general proposition,
regardless of whether such officers' checks or drafts were purghased with cash
or by debit to a pre-existing credit balance, they are not entitled to prefer-
ence. Unpaid officers' checks and drafts held by Collectors of Internal Rev-
enue, given in remittance for Federal check taxes, are not entitled to prior-
ity. All claims of this character that may be asserted against a conservator
should be promptly rejected without the formality of communicati on with this
office for specific instructions.

In developing the facts relating to preferential claims, it may be
found that the various funds are traceable into the cash on hand at the date
of the conservator's appointment, Such claims, providing all three elements
of preference can be established, would then become payable in full if the
cash on hand at the date of the conservator's appointment should be equal to
or should excesd the total of all such claims. It may be found, however, that
the total of cash coming into the hands of the conservator at the date of his
appointment was less than the total of all claims entitled to participate in a
preferred distribution. For instance, three valid preferences for $1,000,00
each, totaling $3,000,00, might be traced into the conservator's original
cash; but that cash may have amounted to only $1,5C0.00. If a cordition such
as this should develop each prefecred claim would be entitled to $500.00 of
the cash on a pro rata basis and ilie balance would be an ordinary claim. It
should be understood that, in cases where a partial preference can be estab-
lished and traced, the claimants will be entitlied to payments in cash of such
partial amounts, subject to any rights of others to pro rate, and will then
have only ordinary claims for the balance.

In the event a suit is filed in a state court to establish a pre-
ferred claim, the conservator is instructed to have his attorney take the nec-
essary steps for the removal of such suit to the Federal Court. Authorities
applicable to the right of removal include the folleowing: Studebaker Corp. V.
First National Bank, 10 Fed. (2nd) 590, Title 28, U.S.C.A. Sec. 41 (1), (186),
U.S.ReS. Sec. 563 (1), {15). A copy of any complaint filed in either state or
Federal court against the conservator on a preferred claim should be promptly
forwarded to this office for information and possible suggestions. The con-
servator is not to refer preferred claims to his attorney unless and until
suit im connection therewith is filed. The legal unit of this office is
familiar with the cases on this subject, and its assistance in such matters
is available on request,

While this memorandum has been prepared with the idea of completely
covering questions of prefcerence which will be prescnted to the conservators,
there probably will be cases which cannot be snalyzed on the basis of the
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principles and instructions above laid down. Unusual cases of this character

should of course be promptly reported to this office for consideration and
specific instructioas.

In conclusion, it is again stated that no conservator should pay any
preferred claim or commit himself to the payment o any such elaim without the
specifiec approval of this office,

F, G. AWALT,
Acting Comptroller.
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TREASURY DEPARTMENT

WASHINGTON

COMPTROLLER OF THE CURRENCY

May 19, 1933

ADDRESS REPLY TO
‘““COMPTROLLER OF THE CURRENCY"’

CIRCULAR LETTER NO. CR 5

To Conservators of National Banks:
Chapter II

- Sec. 259, IMPLOYEES' FIDELITY BONDS. All bonds covering
the fidelity of employees shall be kept in full force with standard
recognized indemnity companies, except where cancellations or reduc-
tions may, upon proper recommendation to this office, be authorized.
Under no circumstances will personal bonds be accepted as proper
coverage. All premiuns due on employees! fidelity bonds shall be
paid out of the Conservator's depository acccunt. Bonds in force
before the Conservator's appointment must have riders attached extend-
ing the coverage to the Conservator, in accordance with Chapter II,
Section 259, Regulation I, Instructions to National Bank Conservators
bearing date of April 4, 1933.

If proper riders cannot be obtained, old bonds are to be
cancelled and new bonds balen out in favor of thie Conservator., How-
ever, old bonds are to be kept in force to the full amount of cover-
age until new bonds are issused and in the hands of the Conservator.
All employees shall be bonded except those holding menial positions.
If there is any doubt as to whether or not an employee should be
bonded or as to the amount of coverage, details should be submitted
to this office with the Conservator's recommendation, and he will be
instructed. ‘

Js B. FOUTS
Supervising Conservator
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TREASURY DEPARTMENT
COMPTROLLER OF THE CURRENCY

WASHINGTON, D C.
May 12, 1933

To Conservators of National Banks:

- Regulation No, 2 =~
(Instructions to National Bank Conservators Volume 1
issued April 4th, 1933, being Regulation No. 1)

The Treasurer of the United States will continue the redemption of
circulating notes of national banks for which conservators have been appointed
which are presented to him for payment in accordance with law, charging the ex-
penditures so made to the five per cent (5%) redemption fund of the bank, ard
notes in replacement of those redeemed will be issued and forwarded to the con-
servator. During the period of conservatorship, bthere will thus be no withdraw-
al of national bank notes from circulation, and such notes may be reissued by
the conservator in the same manner as any other kind of ecurrency in the usual
course of business,

Whern notices are received from the Treasurer requiring payments in
reimbursement of the redemption fund, the conservator should remit therefor
through the Federal Reserve Bank of the District in which his bank is located,
such remittance to be by draft upon the conservator's general account with the
Federal Reserve Bank,

In instances where new currency, in replacement of circulating notes
redeemed, has been received since the appointment of the comservator or was on
hand at the time of hig appointment, and is now held intact in the form in which
received from this office, the conservator is authorized to place such currency
in his vaults and to employ the same in the normal course of the administration
of his conservatorship. In instances where requests for remittance to replenish
the five per cent (5%) redemption fund have becn received and such remittances
have not been made, the conservator should immediately remit in the manner above
indicated, although the currency may not have actually been received at the time
of such remittance, New currency for which proper remittance has been received
will be promptly issued and forwarded by this office to all eonservators.

The annual assessment made by the Treasury against national banking
associations to reimburse the Treasury for the expense incurred in connection
with the redemption of cireulating motes of such associations should be paid by
conservators upon receipt of notice of the amount thereof,

This regulation applies only to the issuance of notes in replacement
of those redeemed by the Treasurer of the United States prior or subsequent to
the date of the commencement of the conservatorship.

J. F. T. O*CONNOR
Approved: Comptroller
A. A, BALLANTINE
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TREASURY DEPARTMENT

WASHINGTON

COMPTROLLER OF THE CURRENCY

ADDRESS REPLY TO
* COMPTROLLER OF THE CURRENCY"'

REGULATION ITI
INSTRUCTIONS TO NATTONAL BANK CONSERVATORS

May 11, 1933

Sec, 1. REORGANIZATION EXPENSE. Conservators will be per=-
mitted to pay their own necessary and reasonable expenses, Where the
‘bank owns no automobile, 5 cents per mile will be allowed for use of the

~ Conservatoris automobile or a rented automobile, In addition they may
pay for necessary postage and printing incident to communicating with
depositors and shareholders with relation to the plan for reorganization.

Fxpenses incurred by former officers, directors, and other
interested parties cannot be paid by Comservators,

Attorneys! fees and expenses incurred by reorganization commite
tees must be paid by such committees out of funds raised by them, Con-
servators will not be permitted to pay these items out of the funds of
their banks,

Sec., 2. SAFE DEPOSIT BOXES. Sec, 261, page 6 of Imnstructions
to National Bank Conservators, Volume 1, reiating to Safe deposit boxes,
reads in part as follows:

"When any papers or property are removed or withdrawn from the
boxes, signed statements should be procured from the renters to the effect
that the contents remov=4, as well as the contents left in the box, if any,
constitute all of the property and the papers deposited therein, Where
any contents are removed, a signed statement and reeeipt should be pro-
cured releasing the bank and the Conservator from all liability."

The instructions conveyed by the portion of the Section referred
to which has above been quoted, are hereby amended as follows:

So long as they do not wish to remove all of the contents of
their safe deposit boxes, patrons of the bank may be permitted, within the
Conservator's discretion, to have free access to their boxes in such a
manner and under such regulations as were in force before the appointment
of the Comnservator. Whatever system was established by the bank to make
sure that only authorized persons should have access to the safe deposit
boxes, should, of course, be continued,
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Sec. 2 (contirued)
Instructiors to Natt!l. Bark Conservators May 11, 1933

In the event that any patron should desire to remove all securi-
ties and other papers from his safe deposit box, he should be required
before being permitted to do so, to pay all arrears of box rent, and to
pay in addition thereto whatever safe deposlt box rental tax may have
accerued and remaln unpaid under provisions of the Revenue Act of 1932,
which became effective on June 21, 1932, He should also be required at
the time he removes all securities and other papers from his box, to sur-
render any and all keys that he may have therefor and to execute a receipt
ard a release to the Conservator ard to the bank in form as follows:

T "Doeville, Texas,
May 1933

"Received from Joe Doe, Conservator of the First National Bank
of Doeville. all contents of safo deposit box No. _ , heretofore
rented by me, which contents have been examined by me on this date, arnd
found to be full, complete and intact, I hereby certify that I am en-
titled to the return and custody of said contents of sald safe deposit
box; that s3id contents are not a part of the effects of the First National
Bank of Doeville, that they were not pledged or otherwise placed with the
bank ir any manner that might entitle the bank to a lien thereon or an
interest thereirn, and in consideration of their surrender to me, I do
hereby release thc said First NNational Bank of Doeville and the said
Conservator thereof, from all 1iability in connection with the said
personal effects,"

F. G, AWALT
Actiag Comptroller

Approved:

W. H. WOODIN
Secretary of the lreasury
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Honorable Willlam E. ¥oodin, \{ S
Seoretary of the Treasury, 3 &
¥ashington, D. O

My dear Mr. 3ecretary;

-

Reference ie made to your letter of Mareh 22, 19334’ e -

i e (i

ceived by the Board on Nareh 27, in whioh you suggest that Feder-
7 sl ronrvo bmkn Vac«pt tor -afo knoplng fnndc ln tho ham- of oon-

v~y

servators of natienal banks a,ppcintcd purmant to the waviliom
of 3Jeotion 203 of tho Aot of l!a.;oh %, 1933.

The instruotions recently presocribed by the Comptroller
of the Currency for conservators of nationsl banks with your ap-
proval proﬂ'de for the doposit of funds» of ocnservators under ser-
taln derme and oonditions in acoountes with Federal reservs banks.
The seotimns of the instruetions with regard to scoounts with Fed-
eral reser7ve banks were propared by the office of the Comptroller
of the Currenoy with the assistance of members of the Board's steff
and repressatatives of Fedewul reserve banks and oonsiferatiom of
the terms and conditions of these sections had eommsnced prior to
the roseipt of your letter. The Federal Reserve Board has advised
the Federal reserve Banks that it oonsiders it desiradle that they

ocooperats in this matter by opening and malntaining sceounts for

CORPY

S4%
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Honorebleysilliem H. Woodin - 2

conservators in sccordance with the terms and ooniitsions of the

instruotions and there is inelosed herewith for your information

& oopy of the Board's letter to the Pederal reserve banks on thie

subjeos and & sopy of the inclosure therewith.

Inclosures.

GBV/sad

fﬁ/ﬂy
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Yory truly yours,

A
Bugene Neyer
Covernor.
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FEDERAL SERYE BOARD
WASHINGTON .

April 10, 1933

Pett ~ Chicago lf
Your telsiTems! oapiu conptronar's instructions to conservators
of national banks forwarded tonight,

¥oClelland N
(23 gnod) B. M. MOCLELLA ™

Federal Reserve Bank of St. Louis
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oy TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.
15794

233gb
Chicago April 10 255p
'___’_____—————"-""

McClelland
Washn

Would apprweciate your obtaining and sending us as soon as possible

30 copies comptrollers pamphlet instructions to conservators of

national banks

Pett

413p

¥ B GOVARNMENT PRINTING OFFICR: 1953 16—794
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Form 148Db
TEL R
FEDERAL RESERVE BOARD ot J 0= i

WASHINGTON

Anrdil 8, 1933 r )f i
; s 1933 *‘ ;}f\ ]
: i

Horthington - Kensas City

., o

/AN
Your telegrem. . Instructions to conservators being maiied today.

HceClelland

Ei‘;‘f!‘.-"d) B oo oNE

SRC/fsf
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-— TELEGRAM 3 47 ().,Q !
FEDERAL RESERVE SYSTEM S

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

16794 .
101f fa RECEIVED
OFTIOE OF GEVRRAL OOU¥SEL
Atlanta Ga 1247p.£££;£L_ APRS 1933
Morrill 228 on
NUMBER ?
Washington

Certain banks in conservatorship are asking permission to renew
notes pledged as security for war loan deposit sccounts and

held by us as custodian for Treasury. Under recently issued
instructions to conservators, they are authorized to renew pledged

ndtes with consent of pledgees, collecting interest in ell cases

and remitting same to pledgees. We do not think that we are authorised

to give such consent in respect of notes pledged for war loan

deposits and there would be no occasion for interest collected

on such renewals to be forwarded, nor could we give Treasury

credit for interest remitted, except in reduction of deposits. -

Please ascertain as soon as possible if Treasury would be willing

Digitized for¥@a&Mthorize us to consent to renewals and also-as to what disposition
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ELEGRAM
/

FEDERAL RESERVE SYSTEM
P Sheet 2

/ (LEASED WIRE SERVICE)

16794 RECEIVED AT WASHINGTON, D. C.

should be made of interest if reni tted

Black
158pm

U. 8. QOVARNMENT PRINTING OFFICN: 1098 16304
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N
FEDERAL RESERVE SYSTEM /7[ 7 d e

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

16794
giv
140gea
KasCity apl 8 1205p
Morrill
Washn
" & ible
ﬁéferring trané 1751 pleasse forward us todey it poss

worthington

113p = / 6 )_-
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. A
FEDERAL RESERVE SYSTEM Y ]l ot

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C.

16704
1602b
Sanfrancisco Apl 7 956eam
Board —_
Washn

Your telegrem sixth number 1758 peragraph three prohibits borrowin:

g by unlicensed members in those states (California for instance) where
laws speciffcally provide for conservator but would allow borrowing
b?lunlicensed state bank members in states (Washington for instunce)
wherersimilar testricted performance of banking may he conducted by
officers without formality of appointing conservator, Discrimination
seems to apply to form of management rather than form of banking
service. 1Is this correct.

Calkins

RECEIVED
OFFI0R OF GEnERAL OOUMSEL

i APR 7 W
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April 6, 1933.

Federal Reserve Board,

Weshington, D. C.

Gentlemen:

In connection with the licensing of banks to reopen and our
recommendation thereon to the Secretary of the Treasury,we have had a
good many problems involving state member banks and the divergent views
of the 8tate Banking Commissioners on what constitutes necessary qualifi-
cations and corrections for such opening.

As you are aware, the situation in Michigan is the major one with
which we have to deal with respect to state banks, and also the most
menacing one. As the representative of the Secretary of the Treasury
in recommending to him banks for reopening, 1 have been in frequent
communication with Mr. Douglas, the Assistant Secretary of the Treasury,
by telephone and otherwise, and am encloéing copy of a letter which I
have sent to him today in which I think you may be interested and on which
I should very much appreciate any resctions which you mey have from the
standpoint of the Federal Reserve Board.

This situation, particularly in Michigean, is engaging very much of
our attention, and great pressure is being brought to bear upon us from all
sources by reason of the menacing situation in that state. I find it
difficult sometimes to correlate the views of the Banking Commissioner
with those of the Secretary of the Tressury and the Federal Reserve System,
including our own institution as well as the Board at Washington, and I am
very desirous of correlating, as far as possible, the activities of the
state departments in reopening banks in such a way that they will meet, in
general, the qualifications which are being imposed, and properly so, by
the Treasury, the Federal Reserve Board, end in line with what is being
done by the Comptroller in national banks.

We cannot, of course, in any ease make a commitment as to what we
will do in the future regarding the status of Federal reserve membership
of these reopened banks, and we have steadfastly refused to make any such
commitment in that respect. On the other hand we have, of course, been in
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Washington, D. C. April 6, 1833.

position where we are constantly having to propose to banks the besis of
reorganization on which we will be prepared to recommend to the Secretary
of the Treasury that a license be issued, always with the statement that
the final authority rests with him.

S FC

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 NND 3002¢,

April 6, 1933,

Hon. Jwmes H. Douglaa,
Assistant Secretary of the Treasury,
"‘Mmm) Dl G.

Dear Nr. Douilu-:

Referring to our eonversation yesterday relative to the situation
in Michigan-

As I advised you, Mr. Reichert, the Commissioner of Banking, telephoned
ne yesterday morning with a modification of his plan whioh was, in effect, that
tho proposed preferred stosk to be substituted for deposits im banks would have
no pay value. By this means ho was endeavoring te meet our objection that the
unacoeptable assets in reorganization must be taken cut of the bank's strueture,
and his suggestion was that they might be set up at a nominal walue, and on the
other side the preforred stoek having ne par value might be set up at a similar
nominal value,

Ve have had a number of oonferencos hero about this whole situation
in Miochigan, and Mr. Reieshert telephomed me again this morming asking our
reaotion as to his latost amended plam.

I told him that this smendment did mot, in bur opinion, ohange the
esagnee of the planm; that aside fram tho proteetion to depositors whish suoh a
waiver afforded, a pudlished statsment of the bank would not be an honest ene
from the atandpoint ef the eommon stoekhelders, as it would not show the liability
shead of the commen stook to the preforred stoek; that it did not make mush
differense vhether tho liadility was shown on the basis of par or s nomimal
spount, & eertaim major portion of it was at least a contingent liadbility on
the part of the common stoskholders, and that suoh a liadbility, even if sontingent,
would, in offect, serve as an impairment of the eapital stosk. I guestion the
prastiee of having a preforred stook of mo par value followed by commen stock
of a stated par walue.

I further stated to Mr. Reichert that we were still of the opinion
that any dlanket plan to open a large number of banks at once was impractioabdble;
for instance, that such a plan as he proposed would, in numerous cases, let out
present stockholders who are able to make contridbutiens {f ocalled upon te do so.
I told him that our understanding of the plan of appointment of comservators
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Washington, D. €, Apri} 6, 1933.

was that in each ease the conservator would attempt te reorganise and restere
tho benk in secordance with eonditions and possibilities existing in his own
oommunity.

1 stated to him that out ef our praotice and that of our own men who
aro working with the Reorganisation Department of the National System, wo
were proceeding gemerally upon the following lines:

' 1. As a first requisite, every offort should be msde to obdtain
additional oapital from the stookholders, directers, and oven the officors
of the institutions, and othor voluntary centributors prier to tho assessment
routo whioch might follow thersafter. Wo have had a oonsiderable measuro of
snocoss in opeming about 60 banks in this distriet in tho last 2 wooks by
substantial and voluntary oapital oontributions of this sort, even in cases
where it had heretoforo besn said to b