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FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 3 , 1930. 

CHANGES IN STATE BANK MEMBERSHIP $ 

P i s -
t r i c t Cap i t a l Surplus 

Admitted, to Membership: 

Total 
r e s o u r c e s Date 

United Banlc & Trus t Co., 
S t . Louis , Mo. $1,000,000 $500,000 #10,207,038 

To l u n t a r y Withdr awal s ; 

Ci ty Bank Farmers Trus t Co., New York, N. Y. 
Ivlondamin Savings Bank, Mondamin, Iowa 

Absorbed "by Nat iona l Bank: 

A t l a n t a Trust Co., A t l a n t a , Ga., has been absorbed by 
t h e C i t i z ens & Southern Nat iona l Bank, Savannah, Ga. 

Consol ida t ion of S t a t e Members; 

Peoples Bank, G r e e n v i l l e , Ga., member, has c o n s o l i d a t e d 
wi th and under t h e t i t l e of the Greenvi l le Banking Co., 
G r e e n v i l l e , Ga., a member. 

Closed; 

Farmers & Merchants Bank, McDonough, Ga. 

Succeeded by S t a t e Member; 

The Uni ted S t a t e s Bank, S t . Louis, Mo., member, has been 
succeeded by the United Bank & Trust Co., a member. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

F i r s t Na t iona l Bank, Scranton, Pa. (Confirmatory) 
F i r s t Na t iona l Bank, Beaver F a l l s , Pa . 
F i r s t Na t iona l Bank & Trust Co., Vicksburg, Miss . 

(Confirmatory) 
F i r s t Nat ional Bank, " 

New C a r l i s l e , Ind . (Supplemental) 

1 - 2-30 

1 - 2-30 
12-31-29 

12- 3-29 

12-23-29 

1 - 2-30 

1 - 2-30 

12-31-29 
12-31-29 

1 - 2-30 

12-31-29 
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X-1530 

•FEPERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENPEP JANUARY 10, 1S30. 

CHANGES IN STATE PANIC OOERSHIP: 

Pa t e 

Admitted to Membership: 

None. 

Cjiange of T i t l e : 

The Bank of West "bury, Wesfbury, N. Y... has changed i t s 
t i t l e to Bank of Weatbury Trust Co. 1 - 2-30 

Absorpt ion of Nat ional Bank: 

The S e c u r i t y Trust Co., Wilmington, P e l . , a member, has 
absorbed t h e Nat ional Bank of Pelaware a t Wilmington, P e l . 1 - 4-30 

Absorbed by Nat iona l Bank: 

The Merchants & Producers Bank, Salem, W. Va. , member, 
has been absorbed by t h e F i r s t Nat ional Bank of Salem, W. Va. 1 - 4-30 

Voluntary Withdrawals: 

Commercial Trust & Savings Bank, J o l i e t , 111. 1 - 6-30 
Lake View S t a t e Bank, Lake View, Iowa. 1 - 8-30 
Farmers & Provers S ta t e Bank, Lakota, Iowa. 1 - 6-30 

PERMISSION GRANTEP TO EXERCISE TRUST POWERS: 

F i r s t Nat iona l Bank, Boston, Mass. (Confirmatory) 1 - 8-30 
F i r s t Na t iona l Bank, Lewisburg, Term. 1 - 7-30 
Nat ional Stock Yards Nat . Bank, Nat ional Stock Yards ,111 .1 - 7-30 
E a r f a Na t iona l Bank, Marfa, Texas. 1 - 7-30 

4, 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
'.7331' ENDED JANUARY 17, 1930. 

CHANGES IN STATE BANK KEK33RSHIP: 

Admitted to M3i;."bership: 
D i s t . Date 

None. 

Closed: 

7 Independence S t a t e Bank, Ohic&f.o. 111. 1-15-30 
11 F i r s t S'i»£.te Bank, Wolfe C i t y , Texas. 1-15-30 

Absorpt ion of Nat iona l Bank: 

11 The Forsiors S t a t e Bank, C l i f t o n , Toxas$. a jsex^sr, has 
absorbed the F i r s t Nat iona l Bank i n C l i f t o n , Texas. 1 - 6-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

None. 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEluGH 
WEEK ENDED JANUARY 24, 1930 

CHANGES IN STATE BANK MEMBERSHIP* 

Admitted, t o Membership: 
P i s - Total 
t r i c t Cap i t a l Stir p lus r e sou rces Date 

2 The Harbor S t a t e Bank, New York, N .14200 ,000 $300,000 $1,819,219 1-20 

Merger: 

2 The S t a t e Bank of Richmond County, Por t Richmond, New York, N*Y. 
and t h e Guardian Nat iona l Bank of New York, N. Y. have merged i n t o 
the Brooklyn Trus t Co. , Brooklyn, N. Y., a member. 1-20 

Merged with Nonmember; 

3 The Nor theas t e rn Trus t Co., Reading, P a . , a member, has con-
s o l i d a t e d wi th t h e Colonial Trust Co., Reading, P a . , nonmember. 12-31-29 

PERMISSION GRANTED TO EXERCISE TRUST POWERS? 

7 Nat iona l Bank of Waupun, Waupun, Wis. 1-20-30 
11 F i r s t Na t iona l Bank, Beaumont, Texas (Supplemental) 1-23-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 31, 1930 

CHANGES IN STATE BAM !.35;!3ERSHIP: 

Dis-
t r i c t Pate 

Admitted to Membership: 

None. 

Change of T i t l e ; 

2 The I n t e r n a t i o n a l Germanic Trust Co., New York, N. Y., has 
changed, i t s t i t l e t o I n t e r n a t i o n a l Trust Cokiyany. 1-20-30 

Succeeded by Nonmember t 

7 The Peoples S t a t e Bank, Shannon, 111. , and the S t a t e Bank 
of Shannon, 111. , bo th members, have conso l ida t ed and have been 
succeeded by the F i r s t S t a t e Bank, Shannon, l i l t , a nonmember * 1-15-30 

Closed: 

7 Whi tes ide County S t a t e Bank, Fu l t on , 111. 1-31-30 

Merged with Nonaer.ber f 

12 The Bank of Commerce, E v e r e t t , Wash., a Bomber, lias con-
s o l i d a t e d wi th and under the c h a r t e r and t i t l e of the Eve re t t 
Trus t & Savings Bank, E v e r e t t , Wash., a noniuenfoer. 1-27-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

2 F i r s t Na t iona l Bank, A l l enda l e , N. J . 1-27-30 
2 F i r s t Na t iona l Exchange Bank Clayton, N. Y. (Supplemental) 1-25-30 

10 F i r s t Na t iona l Bank and Trust 
Co. Oklahoma Ci ty , Okla. 

(Confi rmatory) 1-27-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEIIENT 
WEEK ENDED FEBRUARY 7, 1930 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted t o Membership: 

P i s - To ta l 
t r i c t Cap i ta l Surplus r e s o u r c e s Date 

3 North City Trus t Co., 
P h i l a d e l p h i a , Pa . ^500,000 V290,000 §1,770,660 2 - 3-30 

Voluntary Withdrawal: 

10 Jamestown S t a t e Bank, Janestown, Kansas. 2 - 7-30 

Change of T i t l e : 

12 The Val ley Bank of Phoenix, A r i z . , has changed i t s t i t l e 
to Val ley Bank and Trust Company. 1-23-30 

PERMISSION GRANTED TO EXERCISE TRUST POV/ERS: 

1 Canaan Nat iona l Bank, Canaan, Conn. 2 - 4-30 
1 For t F a i r f i e l d Nat ional Bank, For t F a i r f i e l d , Maine 2— 4-30 
1 Worcester County Nat iona l Bank, Worcester , Mass. 2— 4-30 

(Confirmatory) 
1 Lancaster Nat iona l Bank, Lancas te r , N. H. 2 - 7-30 
7 F i r s t Na t iona l Bank, Aurora, 111. (Confirmatory) 2 - 7-30 
7 Clay County Nat ional Bank, Spencer, Iowa 2 - 7-30 
9 Freeborn County Nat iona l Bank & Trust Co. , Alber t Lea,Minn. 1-31-30 
9 F i r s t Na t iona l Bank, Aberdeen, S. Dak. 2 - 7-30 

11 F i r s t Na t iona l Bank i n D a l l a s , D a l l a s , Texas 2 - 4-30 
(Confirmatory) 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED FEBRUARY 14, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 
D i s t . Date 

Admitted to Membership: 

None. 

Absorbed, "by Nonmember: 

3 The Dol lar S t a t e Bank & Trus t Co., Scranton, P a . , a member, 
has been absorbed by the South Side Bank & Trus t Co., nonmember. 11-18-29 

Succeeded by Nonmember: 

11 The C i t i z e n s S t a t e Bank, I feypear l , Texas, a member, has 
been succeeded by the F i r s t S t a t e Bank, Maypearl, Texas, a 
nonmember. 1-27-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

3 Nat ional Bank of C o a t e s v i l l e , C o a t e s v i l l e , Pa . 2-14-30 
3 Gap Nat iona l Bank, Gap, Pa . 2-14-30 
4 F i r s t Na t iona l Bank, C i r c l e v i l l e , Ohio. 2-14-30 
7 Merchants Na t iona l Bank, I n d i a n a p o l i s , Ind . 2-12-30 
V Union Na t iona l Bank, S t r e a t o r , 111. 2-12-30 

11 Republic Nat . Bank & Trus t Co., D a l l a s , Tex*(Confirmatory) 2-14-30 
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D i s t , 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ELIDED FEBRUARY 21, 1930. 

CHANGES IN STATE BANK ISOERSHIP: . 

Admitted, t o Eomhership: 

None. 

Consol idated wi th_Nat ional Bank: 

Murray H i l l Trust Co., New York, N. Y« 
Consol idated wi th Bank of America, N. A. , New York,II. Y• 

Change of T i t l e : 

Geneva Savings Bank Co., Geneva, Ohio. 
T i t l e changed to Geneva Savings and Trus t Co. 

Retipened: 

1 L i l l e y S t a t e Bank, Tecumseh, Mich. 

Converted to Na t iona l Bank: 

Bank of P h i l i p , Ph i l iw , S . Dak. 
Converted t o F i r s t Nat ional Bank of P h i l i y - S . Dak. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

F o r t Greene Nat iona l Bank i n New York, N. Y. 
H a t f i e l d Na t iona l Bank & Trust Go. ,~H&tf ie ld , Pa . 
American Nat ional Bank & Trust Co., Mobile, A la . 
F i r s t Nat iona l Bank i n Dodge Ci ty , Kans. 

Date 

2-15-30 

2-17-30 

2-20-30 

2-18-30 
2-18-30 
1 - 4-30 
2-20-30 
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X-1550 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
U3EK ENDED FEBRUARY 28, 1930 

CHANGES IN STATE BANK MEMBERSHIP: 
D i s -
t r i c t Date 

Admitted t o Membership: 

None. 

Closed: 

6 O r r v i l l e Bank & Trust Co., O r r v i l l e , Ala . 2-26-30 

Succeeded "by Nonmember: 

12 The Farmers & Merchants Bank, Odessa, Wash., a member, 
has "been succeeded, "by the Secu r i ty S t a t e Bank, nonmember. 2-24-30 

PERMISSION GRANTED TO EXERCISE TRUST POwERS: 

1 E v e r e t t Nat ional Bank, E v e r e t t , Mass. 2-25-30 
2 Nat iona l Ci ty Bank, Troy, N. Y. (Confirmatory) 2-25-30 
7 C i t i z e n s Nat ional Bank, Bel le P l a i n e , Iowa. 2-25-30 

11 Publ ic Nat ional Bank & Trust Co., Houston, Texas 
(Confirmatory) 2-24-30 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MARCH 7, 1S30. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted t o Membership: 

D i s -
t r i c t C a p i t a l Surplus 

F a y e t t e T i t l e & Trust Co., 
Uniontown, Pa. 

American Exchange Trust Co., 
L i t t l e Hock, Arlc. 

X-1530 

Tota l 
r e s o u r c e s Date 

#150,000 <tf550,000 § 6,245,646 5 - 7-30 

1,000,000 500,000 20,889,586 3 - 3-30 

12 

Voluntary Withdrawal: 

Por t Carton S t a t e Bank, Port Carbon, Pa. 5 - 5-30 

Consol idated w i th Nat ional Bank: 

The S e c u r i t y Bank, Portsmouth, Ohio, a member, has c o n s o l i -
w i th t h e Cen t ra l Na t iona l Bank of Portsmouth, Ohio, under the 
t i t l e of S e c u r i t y Cen t ra l Nat ional Bank of Portsmouth. 2 - 5-30 

Change of T i t l e : 

The M i s s i s s i p p i Val ley Herchants S t a t e Trus t Co. , S t . Louis, 
Mo., has changed i t s t i t l e to M i s s i s s i p p i Val ley Trus t Co. 3 - 1-30 

Conso l ida t ion of S t a t e Members: 

The S e c u r i t y S t a t e Bank, La Crosse, Wash., a member, has con-
s o l i d a t e d with and under t h e t i t l e of the F i r s t S t a t e Bank, Ls. 
c r o s s e , Wash., a member. 3 - 1-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

1 Torring' ton Na t iona l Bank & Trus t Co., Tor r ing ton , Conn. 
(Supplemental) 3 - 4-30 

3 Borwyn Nat iona l Bank, Berwyn, Pa. 3 - 4-30 
4 F i r s t Na t iona l Bank, Donora, Pa. 3 - 4-30 
5 F i r s t Nat ional Bank, Lenoir , N. Car. 3 - 4-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MARCH K , 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted t o Membership: 
Pis-- To ta l 
t r i c t Cap i t a l Surplus r e s o u r c e s Date 

4 Union Bank & Savings Co. , 
Be l l evue , Ohio ^150,000 v 100,000 $2,395,950 3-12-3C 

4 Union Trust Co. , 
Dayton, Ohio 1,500,000 1,500,000 39,370,364 3-10-30 

Change of T i t l e : 

2 The S t a t e Bank of E n d i c o t t , E n d i c o t t , N. Y. , has changed i t s 
t i t l e to End ico t t Trus t Company. 5 - 1 -;-'C 

Conso l ida t ion : 

4 The Wright Banking Co., Be l levue , 0 . , member, has c o n s o l i -
da ted wi th Be l l evue Savings Bank Co., nonmember, under a new 
c h a r t e r and t i t l e of Union Bank & Savings Co., a member. 2-21-30 

Closed: 

6 Exchange Bank, Cordele , Ga. 3 - 7-30 

Withdrawals: 

7 Iowa S t a t e Bank, Osceola, Iowa 3-12-SO 
11 F i r s t S t a t e Bank, Bomarton, Texas 3-12 -uC 

Absorpt ion of Na t iona l Bank: 

11 The C i t i z e n s S t a t e Bank, Greenv i l l e , Texas, a member, has 
absorbed t h e F i r s t Nat iona l Bank, Mer i t , Texas. , 3-12-30 

PERMISSION GRANTED TO EXERCISE TRUST POIVERS: 

5 Washington County Nat ional Bank, William s p o r t , M . 3-10-30 
6 lilac on Na t iona l Banlc, l a c o n , Ga. 3-10-30 

10 Traders Gate C i t y Nat ional Bank, Kansas C i t y , Mo(Conf irma tory)3-10-30 
12 F i r s t Na t iona l Bank, Mount Vernon, Wash. (Supplemental) 3-13-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED 11ARCH 21, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

D i s -
t r i c t Date 

Admitted, t o Membership: 

None. 

Consol idated with Nat ional Bank: 

The American Trus t Co., Boston, I&,ss . , a member, lias con-
s o l i d a t e d with and under the t i t l e of the F i r s t Nat ional Bank 
of Booton. 3-15-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

1 Puogles Na t iona l Bank, Fs ra in^ ton- lia-ine. 3-17--30 
2 F i r s t Na t iona l Banlc, Cranford , N. J . 5-17--30 
2 F i r s t Na t iona l Ba.nl:, Farmingdale, N. Y. 3-17--30 
2 LaFayette Nat ional Banlc, Brooklyn, N. Y. (Confirmatory) 3-17--30 
7 Coru..ercia 1 lifer chants Nat ional Ban]; & Trust Co., 

Peo r i a , 111. (Confirmatory) v-19--30 
7 American Na t iona l Bank, Grand Rapids, I'.lich. 3-17' -30 
7 F i r s t Nat ional Bank, H i l l s d a l e , Mich. (Suy vl events, 1) 3-19' -30 
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X-1530 

FEDERAL RESERVE BOARD -JmOUNCElIENT 
WEEK ENDED IMiCH 28, 1930 

CHANGES IN STATS BANK 1.51 ZBSRSHIP: 
Di s -
t r i c t ' Date 

Admitted to Membership: 

None. 

Absorbed "by Nonmember: 

6 The A l g i e r s Trust & Savings Bank, New Orleans , La . , 
a member, has been absorbed by the Whitney Trus t & Savings 
Bank, New Or leans , La . , a nonmember. 

Merger and Change of T i t l e : 

7 The Kalamazoo Nat iona l Bank, Kalamazoo, ITich., has 
merged w i t h the Kalamazoo Trus t & Savings Bank, Kalamazoo, 
Mich. , a member, under the t i t l e of Bank of Kalamazoo. 3-28-30 

Succeeded by Nonmember: 

11 The F i r s t S t a t e Bank, Palmer, Texas, a member, has been 
succeeded by t h e Commercial S t a t e Bank, Palmer, Texas, a 
nonmember. 3-24-30 

PERt.il S31 ON GRANTED TO EXERCISE TRUST PO" VERS : 

1 F i r s t Na t iona l Bank, Winchendon, Mass . (Fu l l powers) 3-25-30 
1 Na t iona l S t a t e Cap i t a l Bank, Concord, N. H. 

(Supplemental) 3-26-30 
2 Hardyston Nat iona l Bank, Hamburg, N. J . ( L i m i t e d ) 3-25-30 
2 Nat iona l Exchange Bank & Trus t Co. , New York, N. Y. 

(Fu l l powers) 3-£4-30 
5 F i r s t Nat iona l Bank, Wilson, N. C. ( F u l l powers) 3-25-30 

10 F i r s t Nat iona l Bank, Wayne, Nebr. ( F u l l powers) 3-26-30 
12 Union Nat ional Bank, Ventura, C a l i f . (Limited) 3-26-30 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 4 , 1930 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted, t o Mocibership: 
D i s -
t r i c t Cap i t a l Surplus - Date 

3 I n t e g r i t y Trus t Co. , P h i l a d e l p h i a , 
Pa. $2,987,920 $14,000,000 4 - 3-30 

(A c o n s o l i d a t i o n of the I n t e g r i t y Trust Co., oerVber, and the 
Market S t r e e t T i t l e & Trust Co., nonmemher). 

Succeeded "by Nonmemher: 

12 Plucus County Banl;, Quincy, C a l i f . 3-31-30 
(Succeeded "by Plunas County Bank, nonmemher). 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

2 Ma t t i t uck Nat ional Bank & Trus t Co. , I i&t t i tuck , N. Y. 
( F u l l powers) 4 - 2-30 

6 Moul t r i e Nat ional Bank, Moul t r i e , Ga. (Fu l l powers) 4 - 4-50 
7 C i t i z e n s Nat iona l Bank; Kend&l lv i l l e , I n d . ( F u l l powers) 4 - 4-30 

12 Yakima F i r s t Nat iona l Bank, Yakima, Wash. ( F u l l powers) 
(Confi rmatory) 4 - 4-30 

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



X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 11, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Di s -
t r i c t Date 

Admitted to Membership: 

None • 

Absorbed "by Nonmember: 

5 The Commercial & Savings Bank, F lo rence , S. C . , member, 
has been absorbed by the Peoples S t a t e Bank of South Caro-
l i n a , Char les ton , S. C. , nonmember. 4 - 7-30 

Change of T i t l e : 

11 The F i d e l i t y Bank of Cornerce, Spearman, Texas* has 
changed i t s t i t l e t o F i r s t S ta te Bank, Spearman, Texas. 1-14-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

7 American Na t iona l Bank, Grand Rapids, Mich . (Addi t iona l 
powers) 4 - 8-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 18, 1930 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted To Membership: 

Capi ta l Surp lus Date 

Franklin-American Trust Co. , 
S t . Louis , Mo. $2,600,000 $1,400,000 4-14-30 

Change of T i t l e : 

The C a r t e r e t Trust Co., C a r t e r e t , N. J . , has changed i t s 
t i t l e t o C a r t e r e t Bank & Trust Co. 3-22-30 

Consol ida t ion of S t a t e Members: 

The Colonia l Trust Co., P h i l a d e l p h i a , P a . , a member, has 
conso l i da t ed with and under the t i t l e of the Pennsylvania Company 
f o r Insurance on Lives and Grant ing Annu i t i e s , P h i l a d e l p h i a , P a . , 
a member. 3-29-30 

Absorpt ion of Nonmember: 

The Lawrence Savings & Trust Co., New C a s t l e , P a . , a member, 
has absorbed t h e Home Trus t Co., New C»s t l e , P a . , a nonmember. 3 - 1-30 

Closed: 

Bank of Candler County, Met ter , Ga. 4-17-30 

Succeeded by S t a t e Member: 

The Frankl in-American Trus t Co., S t . Louis, Mo-, a member, 
and the Phoenix Trus t Co., S t . Louis, Mo.» a nonmember, c o n s o l i -
da ted under a new c h a r t e r and t i t l e of Frankl in-American Trus t 
Co., S t . Louis, Mo., which became a member. 4-14-30 

PERMISSION GRAFTED TO EXERCISE TRUST POWERS: 

I r v i n g t o n Nat iona l Bank, I r v i n g t o n , N. Y. ( F u l l powers) 4-16-30 
Peoples Nat ional Bank, Lakewood, N. J . ( F u l l powers) 4-15-30 
P ine Grove Nat iona l Bank, Pine Grove, Pa . (Fu l l powers) 4-15-30 
F i r s t Nat ional Bank, Aurora,* 111. ( F u l l powers) 4-15-30 
Union Nat . Bank & Trus t Co. in Minot, N. Dak . (Fu l l powers) 4-15-30 
C i t i z e n s Nat ional Bank, Abi lene , Texas. (Supplemental) 4-15-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 25, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted to Membership: 
Tota l 

Capi ta l Surplus r e s o u r c e s Date 

Columbus Bank & Trust Co. , 
Columbus, Ga. $250,000 $250,000 $4 ,076 ,822 4-22-30 

Absorpt ion of Nonmember: 

The Peoples Bank & Trus t Co., P a s s a i c , N. J . , a member, 
has absorbed the Hobart Trust Co., P a s s a i c , N. J . , nonmember. 4-19-30 

The P e o p l e s - P i t t s b u r g h Trust Co., P i t t s b u r g h , P a . , a 
member, has absorbed the East End Savings & Trust Co. , 
P i t t s b u r g h , P a . , a nonmember. 3-29-30 

Merged w i t h Nonmember: 

The United S t a t e Bank, Chicago, 111. , member, lias merged 
wi th the Chicago C i t y Bank & Trus t Co. , nonmember. 2-19-30 

Succeeded by Nonmember: 

The M&dison & Kudzie S t a t e Bank, Chicago, 111. , member, 
has been succeeded by Madison & Kedzie Trus t Co., nonmember. 2-28-30 

Closed: 

American Bank & Trus t Co., P a r i s , Ark. 4-21-30 

PERMISSION GRANTED TO EXERCISE TRUST POIVERS: 

Dartmouth Nat ional Bank, Hanover, N. H. (Supplemental) 4-23-30 
F i r s t Na t iona l Bank, Poughkeepsie, N. Y . ( F u l l powers) 4-23-30 
B u t l e r County National Bank, B u t l e r , P a . ( F u l l powers) 4-23-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MAY 2, 1930. 

CHANGES IN STATE BANK I3KBEBSHIP: 

Admitted to Membership: 
P i s - T o t a l 
t r i c t Cap i t a l Surplus r e s o u r c e s Date 

8 Bremen Bank & Trust Co. , 
S t . Louis , Missouri $400,000 $500,000 $7,548,642 5 - 1-30 

Absorbed, by Nat iona l Bank: 

5 The Bank of V i c t o r i a , I n c . , V i c t o r i a , Va. , has been absorbed 
by the F i r s t Nat ional Bank of V i c t o r i a , Va. 4-24-30 

Voluntary Withdrawal: 

7 Marshal l S t a t e Bank, Marsha l l , 111. 4-28-30 

Succeeded "by S t a t e Member: 

8 The Bremen Bank, S t . Louis, Mo., member, has "been succeeded 
"by the Bremen Bank & Trust Co., S t . Louis, Mo., a member. 5 - 1-30 

Succeeded by Nat ional Bank; 

12 The Farmers S t a t e Bank, Reardan, Wash., member, has been 
succeeded by t h e F i r s t Nat ional Bank of Rear dan, Wash. 4 - 1-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

1 Newton Nat ional Bank, Newton, Mass. ( F u l l powers) 4-30-30 
4 Nat iona l Deposi t Bank, Arnold, Pa. ( F u l l powers) 5 - 2-30 
7 Na t iona l Bank of Commerce, Adrian, Mich. (Limited powers) 4-30-30 
7 Na t iona l Bank of Commerce, Milwaukee, Wis. (Confirmatory) 4-30-30 
8 F i r s t Mercer Nat ional Bank, Harrodsburg, Ky. (Confi rmatory) 5 - 2-30 
8 Nat iona l Deppsit Bank, Owensboro, Ky. ( F u l l powers) 5 - 2-30 
8 F i r s t Na t iona l Bank, Monett, Mo. ( F u l l powers) 5 - 2-30 
8 Seda l i a Na t iona l Bank, S e d a l i a , Mo. ( F u l l powers) 5 - 2-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MAY 9, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted to Membership: 
Total 

D i e t . Cap i t a l Surplus r e s o u r c e s Date 

6 Peoples Bank of Evergreen, 
Evergreen, A la . $100,000 #150,000 #873,023 5 - 8-30 

12. S e c u r i t y S t a t e Bank, 
Odessa, Wash. 50,000 10,000 1,207,952 5- 9-30 

Absorpt ion of Nonmember: 

2 The Power Ci ty Bank, Niagara F a l l s , N. Y. , a member, has 
absorbed t h e Bank of La S a l l e , Niagara F a l l s , N. Y. , nonmember. 4-30-30 

AUTHORIZED TO ACCEPT DRAFTS AND BILLS OF EXCHANGE 
" U P ~T0 1 0 0 r E R CENT OF CAPITAL AND SURPLUS: 

2 Pub l i c Na t iona l Bank & Trus t Co., New York, N. Y. 5 - 6-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

10 F i r s t Na t iona l Bank, Miami, Okla. (Confi rmatory) 5 - 9-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED M.Y 16, 1930. 

CHANGES IN STATE BANK mi&EIBHIP: 

Admitted to Membership: 
Di s _ To ta l 
t r i c t Cap i t a l Surplus r e s o u r c e s Date 

2 Park Row Trus t Co. , New York, N.Y. §500,000 $250,000 $782,451 5-13-30 

Voluntary Withdrawal: 

6 Monroe County Bank, Fo r sy th , Ga. 5-12-30 

Change of T i t l e : 

7 The Royal Oak Savings Bank, Royal Oak, Michi, has changed i t s 
t i t l e t o Royal Oak S t a t e Trus t & Savings Bank. 5-12-30 

Succeeded hy Nonmember: 

9 The Commercial S t a t e Bank, Gregory, S. Dak. , member, has "been 
succeeded "by the Northwestern Bank of Gregory, nonmember. 5 - 5-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

2 
3 

C i t i z e n s Nat ional Bank, S p r i n g v i l l e , N. Y. 
Farmers Nat iona l Bank & Trus t Co., New Holland, Pa . 

5-14-30 
5-10-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MAY 23, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted t o Membership: 

Dis- Tota l 
t r i c t C a p i t a l ^ rPlHJL re sources Date 

8 West End Banlc, U n i v e r s i t y C i ty , Mo.$ 100,000 $ 26,000 51,124,529 5-23-3) 

Merger 

2 The North Ward Trus t Co., and t h e Equi tab le Trust Co. , 
(non-members) both of Newark, New J e r s e y , have been merged 
in to t he F i d e l i t y Union Trust Co., (member), a l s o of Newark,N.J. 5-20-30 

Voluntary Withdrawals: 

2 Bank of t h e Manhattan Co. , New York, N. Y. 5-22-30 
5 Savings Bank & Trust Co•> Richmond, Va. 5-20-30 
6 Roanoke Banking Co. , Roanoke, A l a . 5-19-30 
6 P i t t a r d Banking Co., - - i n t e r v i l l e , Ga. 5-22-30 
8 American Southern Trust Co., L i t t l e Rock, Ark, 5-22-30 
9 Ihlei> S t a t e Bank, Ih l en , Minn. 5-20-30 

Absorbed by Nat iona l Bank: 

6 The Farmers & Merchants Bank of H a r t s e l l e * Alabama, has 
been absorbed by the F i r s t Nat ional Bank of H a r t s e l l e . 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

2 F i r s t Na t iona l Bank of S a y r e v i l l e , S a y r e v i l l e , N. J . 5-22-30 
3 F i r s t Na t iona l Bank of P h i l a d e l p h i a , Pa . 5-19-30 
4 F i r s t Na t iona l Bank of Ludlow, Ky. 5-19-30 
8 F i r s t Na t iona l Bank & Trust Company in Al ton , 111. 5-6-30 
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FEDERAL RESERVE BÔ RD .JT'O'Ui CEDENT 
TTEEK ENDED M̂ Y 29, 1930. 

CHANGES IN STATE BANK MEMBERSHIP. 

Admitted t o Membership: 

Dis- Tota l 
t r i c t C a p i t a l Surplus r e s o u r c e s Date 

2 The C r e n t r a l Bank of t h e Ci ty of 
New York, N. Y. *2,500,000 625,000 14,940,744 5-24-30 

8 Tower Grove Bank & Trust Co. , 
S t . Louis, Mo. 500,000 300,000 11,995,035 5-26-30 

Voluntary Withdrawal: 

7 Iowa S t a t e Savings Bank, Cedar Rapids, Iowa. 5-27-30 

Succeeded by Nonmember: 

8 The Natura l Bridge Bank & Trust Co., S t . Louis, Mo. (member), 
has been succeeded by the Natura l Bridge Trust Co•(nonmember). 5-26-30 

Succeeded by S t a t e Member: 

8 The Tower Grove Bank, S t . Louis , Mo., (member) has been 
succeeded by the Tower Grove Bank & Trust Co. , (member). 5-26-30 

Absorbed by Nonmember: 

5 The Farmers Banking & Trust Co., Tarboro, N. C . , (member) 
has been absorbed by t h e North Caro l ina Bank & Trust Co. , 
Greensboro, N. C . , (nonmember). 5-24-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

5 The Montgomery Nat iona l Bank, Montgomery A l a . ( F u l l powers) 5-29-30 
7 F i r s t Na t iona l Bank, Menasha, Wis. (Limited powers) 5-29-30 
7 Union & Peoples Nat iona l Bank, Jackson, Mich (Confi rmatory) 5-26-30 
9 F i r s t Na t iona l Bank, Miles C i ty , Montana. (Pu l l powers) 5-29-30 

10 F i r s t Na t iona l Bank, S t i l l w a t e r , Okla, (Fu l l powers) 5-29-30 
11 C i t i z e n s Na t iona l Bank, Abi lene , Texas. (Supplementary) 5-26-30 
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FEDERAL RESERVE'BOARD ANNOUNCEMENT 
W5BK END25D JUNE 6 , 1 9 3 0 . 

CHANGES IN STATE RANK MEMBERSHIP. 

Admitted t o Membership: 

X-1530 

Dis-
t r i c t 

7 
7 

11 

10 

1 
3 
5 
9 

Monroe County Bank, 
Dundee, Mich. 

C a p i t a l 

#25,000 

Voluntary TTithdrawaIs: 

To t a l 
Surplus r e s o u r c e s 

Redford S t a t e Savings Bank, D e t r o i t , Mich. 
Iowa Loan & Trus t Co . , F a i r f i e l d , Iowa. 
Cochise County S t a t e Bank, Tombstone, A r i z . 

Conso l ida ted w i t h Na t i ona l Bank: 

The I n t e r s t a t e Trus t Company and t h e E q u i t a b l e T rus t Company, bo th 
members, of New York, N. Y. , have c o n s o l i d a t e d wi th and under 
t h e t i t l e of t h e Chase N a t i o n a l Bank of t h e C i ty of New York. 

Absorp t ion of Na t iona l Bank: 

The Globe Bank & Trus t Company of Brooklyn, ^ . Y, , a member has 
absorbed The Rugby Na t iona l Bank of Brooklyn. 

The C i t i z e n s Trus t Company of U t i c a , N. Y. , a member, has absorbed 
t h e U t i c a N a t i o n a l Bank & Trus t Company of U t i c a . 

Absorp t ion of Nonmember: 

The C i t i z e n s Bank of Az tec , N. Mexico, a member, has absorbed t h e 
Aztec S t a t e Bank of Aztec , a nonmember. 

Change of T i t l e ; 

The Power C i t y Bank, Niagara F a l l s , N. Y. (member), has changed i t s 
t i t l e t o Power C i t y Trus t Co. 

Reopened: 

Swif t County Bank, I n c . , Benson, Minn. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

The Mechanics N a t i o n a l Bank of "Worcester, Mass. (Supplementary) 
The Farmers & Merchants Na t i ona l Bank, Red Lion, Pa . ( F u l l powers) 
The F i r s t N a t i o n a l Bank, Logna, West V i r g i n i a , ( F u l l powers) 
The Lumbermen's Na t i ona l Bank, Menominee, Mich. (Limi ted powers) 

Date 

s?25,000 $728,767 6-4-3# 

5-31-30 
6-2-30 
6—4—30 

5-31-30 

5-31-30 

5—31—30 

6—2—30 

5-23-30 

5—26—30 

6-6-30 
6-6-30 
6-6-30 
6—6—30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JUNE 13, 1930. 

CHANGES IN STATE BANK! MEMBERSHIP: 

Di s -
t r i c t Date 

Admitted t o Manner sh ips 

None. 

Converted i n t o Nat iona l Bank: 

The L i b e r t y Bank & Trust Co., Savannah, Ga. , a member, 
has conver ted i n t o The L ibe r ty Nat iona l Bank & Trust Company 
of Savannah, Ga. 6 - 7-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

L ibe r ty Na t iona l Bank & Trust Co., Savannah, Ga. 6 - 7-30 
( F u l l powers) 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCStlfflT 
WEEK ENIM) JUNE 20, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted t o Membership: 

P i s - To ta l 
t r i c t Capi ta l Surplus r e s o u r c e s Date 

12 Commercial S e c u r i t y Bank, 
Ogden, Utah #200,000 | 100 ,000 $2,861,099 6-16-30 

Merged wi th S t a t e Member: 

2 The Cent ra l Bank of the Ci ty of New York, N. Y. , a member, has 
merged wi th the Bank of the Manhattan Trus t Co. , member. 6-13-20 

Voluntary Withdrawal: 

4 Pen insu la Banking Co., Pen insu la , Ohio. 6-16-30 
7 F i r s t S t a t e Bank, Royal Oak, Mich, 6-19-30 
7 Iowa County Bank, Mineral P o i n t , Wis. 6-16-30 

Absorpt ion of Nat ional Bank: 

6 The Peoples Bank of Evergreen, A l a . , member, has absorbed 
the F i r s t Nat iona l Bank of Evergreen, Ala . 6-10-30 

6 The Columbus Bank & Trus t Co., Columbus, Ga. , member, has 
absorbed the F i r s t Nat ional Bank of Columbus, Ga. 5-31-30 

9 The R a v a l l i County Bank, Hamilton, Mont. , member, and the 
C i t i z e n s S t a t e Bank, Hamilton, Mont., nonmember, have absorbed 
the F i r s t Nat iona l Bank of Hamilton, Mont. 5-31-30 

Merged w i t h Nonmember: 

6 The Bank of Graymont, Graymont, Ga., member5 has merged 
wi th the Peoples Bank, Summit, Ga., nonmember, under t i t l e 6-11-30 
of Bank of Twin C i ty , Ga. , nonmember. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

1 Winchester Na t iona l Bank, Winchester , Mass . (Fu l l powers) 6-16-30 
5 Na t iona l Exchangs Bank, Beckley, W. Va. ( F u l l powers) 6-19-30 

10 Home Na t iona l Bank, Arkansas C i ty , Kans. ( F u l l powers) 6-16-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JUNE 27, 1930. 

CHANGES IN STATE BANK MEMBERSHIP: 

D i s -
t r i c t Date 

Admitted, t o Membership: 

None. 

Absorpt ion of Nat ional Bank: 

2 The Federa l T rus t Co., Newark, N. J . , a member, has a b -
sorbed t h e Hayes C i r c l e Nat ional Bank <fe Trus t Co. , Newark. 6-10-30 

6 The Columbus Bank & Trust Co., Columbus, G&., member, 
has absorbed the Third Nat ional Bank of Columbus, Ga. 5-31-30 

(Announcement da ted June 20 of ab so rp t i on of F i r s t 
Na t iona l Bank, i n e r r o r ) . 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

7 Grundy County Nat ional Bank, Morr is , 111. ( F u l l powers) 6-23-30 
7 F i r s t Na t iona l Bank, Greenwood, Ind . ( F u l l powers) 6-25-30 
7 Second Nat iona l Bank, B e l o i t , Wis. ( F u l l powers) 6-25-30 
7 . F i r s t Nat ional Bank, Ripon, Wis. (Confi rmatory) 6-23-30 
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X-3962 

BANKS REPORTED CLOSED 
« K ENDED JABUARY 3, 1930, 

Hember franks i n d i c a t e d "by an a s t e r i s k ( * ) . 
Date 

C i ty S t a t e c losed Name of Bank 

D i s t r i c t No. 5« 
•Caro l ina Nat . Bank Spar tanburg S. C, 
Dol lar Savings Banlc " " " 
Peoples Bank Kershaw " " 

D i s t r i c t No. 6. 
•Farmers & I,merchants 

Bank McDonough 
Bank of Locust 

Dec. 30 
" 30 

Jan . 3 

Grove 

D i s t r i c t No. 8 . 

Farmers Banlc 
Bank of E la ine 
Hickman Ban:: & 

Trust Co. 

Ga. 

Locust Grove Ga. 

Conway 
E la ine 

Hickman 
Bank of Char les ton Char les ton 

D i s t r i c t No. 9 . 

Farmers S t a t e Bank Colgan 

D i s t r i c t No. 10. 

Mo. 
Ark. 

Ey. 
Mo. 

F i r s t S t a t e Bank 
• F i r s t Nat . Bank 
Exchange Bank 
Bank of Picher 

A l l i a n c e 
Greeley 
Gibbon 
Picher 

i t 

It 

Capi t a l 
Surplus 

& p r o f i t s 
Tota l 

depos i t s 

200,000 43,000 1,004,000 
100,000 1,000 492,000 

50,000 9,000 130,000 

Exchange S t a t e Banlc I laye t ta Kans. 

Jan . 2 50,000 50,000 100,000 

Dec. 31 25,000 7,000 102,000 

Jan . 2 10,000 2,000 86,000 tt 3 15,000 1,000 61,000 

Dec. 31 50,000 35,000 550,000 
Jan . 3 100,000 50,000 797,000 

.Jan. 2 10,000 4,000 63,000 

Dec. 30 35,000 35,000 1,028,000 
It 30 25,000 29,000 420,000 
IT 31 30,000 13,000 465,000 

Jan . 2 50,000 10,000 4-91,000 
t t 3 10,000 6,000 47,000 

Closed Banks Reopened; 

None . 

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



2 8 

X-3962 
BANKS REPORTED CLOSED 

WEEK ENDED JANUARY 10, 1930. 

Member "banks indicated, by an a s t e r i s k (*\ 

Name of Bank 

D i s t r i c t No. Z. 

D i s t r i c t No. 3 . 
Susquehanna T i t l e 

& Trus t Co. 

D i s t r i c t No. 6 . 

Ci ty 

Mailer & Son, 
P r i v a t e Bankers Truxton 

P h i l a d e l p h i a , P a . 

• F i r s t Nat iona l Bank Samson Ala. 

Date 
S t a t e c losed 

N. Y. J an . 6 

Capi ta l & 
Surplus Tota l 
p r o f i t s d e p o s i t s 

(no f i g u r e s a v a i l a b l e ) 

J an . 7 15,000 

Jan . 3 100,000 

15,000 783,000 

25,000 160,000 

D i s t r i c t No. 8 . 
• F i r s t Na t iona l Bank 

i n Mt. S t e r l i n g M t . S t e r l i n g 111. J an . 7 50,000 27,000 690,000 
S t a t e Bank of Donnellson 111. ti 6 30,000 3,000 113,000 
F i r s t S t a t e Bunk S e o t t v i l l e 111. »i 10 25,000 1,000 110,000 

D i s t r i c t No. 9 . 
S t a t e Bank of Euinburg N.Dak. Jan . 3 15,000 2,000 129,000 
Martin S t a t e Bank liar t i n N.Dak. It 4 15,000 3,000 149,000 
Ci t i zens S t a t e Bank Rice Lake Wis. f t 7 35,000 3,000 358,000 
Farmers S t a t e Bank Big Bend City,Minn. It 8 10,000 3,000 59,000 
Ci t i zens S t a t e Bank For t Rice N.Dak. f t S 10,000 5,000 54,000 

D i s t r i c t No. 10. 
Bank of Cedar B lu f f s ,Cedar B l u f f s , N e b r . ft 8 20,000 1,000 363,000 
American Bank Mi t che l l it ft G 35,000 11,000 244,000 
Farmers & Merchants 

Bank Elm Creek n ft 7 25,000 5,000 265,000 
Bank of Waco Waco Mo. ft 8 10,000 7,000 85,000 
Oklahoma S t a t e Bank Ochelata Okla. It 7 10,000 3,000 97,000 
Merchants Bank U t i c a Nebr. ft 9 20,000 5,000 345,000 

Closed Banks Reopened: 
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X-3962 

BAKES REPORTED CLOSED 
V/ESK EMBED JANUARY 17, 1350. 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank Ci ty S t a t e 
Date 

c losed Cap i t a l 
Surp lus 

& p r o f i t s 
Tota l 

deposit ; 

D i s t r i c t Mo* 4 . 
• F i r s t Nat ional Bank Seward Pa. ' J an . 10 25,000 15,000 174,000 

D i s t r i c t No. 5 . • 

Lafaye t t e Bk.& T r . Co. F a y e t t e -
v i l l e N. C. Jan . 11 50,000 23,000 905,000 

Bank of C a s t a l i a C a s t a l i a N. C. D8c. 14 13,000 - 64,000 
Bank of Oak C i ty Oak Ci ty N. C. Dec. 23 10,000 8,000 134,000 

D i s t r i c t No. 6. 

Bank of Ensley Ensley Ala . J a n . 11 200,000 314,000 4 ,353,000 
• F i r s t Nat iona l Bank F l o r a l a Ala . tt 13 100,000 20,000 400,000 
Bank of Oviedo Oviedo F l a . tt 15 30,000 11,000 287,000 
Watertown Bank Watertov/n F l a . It 17 15,000 7,000 45,000 

D i s t r i c t No. 7. ' 

Blackhawk S t a t e Bank Blackhawk Wis. Dec. 30 10,000 9,000 212,000 
F i r s t S t a t e Bank Humbird Wis. ii 5 25,000 7,000 167,000 
Blue I s l and Trust & 

Savings Bank Blue I s l a n d , 1 1 1 . Jan . 13 150,000 65,000 1 ,553,000 
Bank of Cohoctah Cohoctah Mich. tt 11 8,000 7,000 90,000 

*Independence S t a t e Bank, Chicago 111. tt 15 400,000 203,000 5 ,587,000 
Argos S t a t e Bank Argos Ind. tt 17 25,000 5,000 332,000 
North L i b e r t y S t a t e Bk No .L ibe r ty , Ind . tt 17 50,000 2,000 132,000 
Loyal S t a t e Bank Loyal Wis. tt 17 25,000 9,000 360,000 

D i s t r i c t No. G. 
Bank of Fa i rg rove Fa i rg rove Ho. Jan . 13 10,000 5,000 145,000 
Bank of l l ineola Hineola 1 . 0 . tt 13 (no f i g u r e s a v a i l a b l e ) 
New Harmony Bk.& Tr.Co •New Harmony,Ind. tt 14 50,000 5,000 396,000 

D i s t r i c t No. 9 . 
Gv/inner S t a t e Bank Gwinner N. Dak . Jan . 11 20,000 5,000 154,000 
Farmers S t a t e Bank Gushing Ivlinn. tt 1 3 10,000 2,000 23,000 
I.Iilaca S t a t e Bank l l i l a c a lUxm. tt 15 30,000 1,000 150,000 

D i s t r i c t No. 10. 
Missouri S t a t e Bank Jasper i:o. Jan . 15 10,000 3,000 84,000 
F i r s t Bank of Mi l l e r Mi l l e r Nebr. it 16 25 j 000 8,000 165,000 
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X-3962 

— 2 — 

Name of Bank 

D i s t r i c t No. 11_. 
*F i r s t S t a t e Bank 

Pate 
Closed Banks Reopened: oponeS. 

D i s t r i c t No. 5. 

S t a t e Bank of North North S. 0 . 11-27-29 12,000 3,000 12-24-29 

D i s t r i c t No. 7. 
Blackhawk S t a t e Bank Bl^ckhawk Wis. 12-30-29 10,000 9,000 1-14-30 

D i s t r i c t No. 10. 

Peoples S t a t e Bank Wollmoh Nekr. 8 - 5-29 25,000 9,000 1-11-30 

Date Surplus Tota l 
Ci ty S ta t e c losed Cap i t a l & p r o f i t s depos i t s 

Wolfe City Tex. Jan . 15 25,000 
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BANKS REPORTED CLOSED 
WEEK ENDED JANUARY 24, 1930. 

X-3962 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank 
Date 

Ci ty S t a t e c losed C a p i t a l 
Surplus 

& , - j ro f i t s 
Tota l 

depos i t s 

D i s t r i c t No. 5. 

• F i r s t Nat ional Bank B i shopv i l l e S. c . Jan .16 100,000 152,000 1,187,000 
Bank of Del Bay Del Ray Va. " 21 25,000 2,000 61,000 
Bank of Hagood Ha^-ood S . C. " 16 10,000 5,000 26,000 
Bank of Enoree Enoree s . c . " 61 45,000 15,000 130,000 
Consol idated Bank McColl s . c . " 20 75,000 — — 243,000 
C i t i z e n s Bank Taylors s . c . " 24 10,000 2,000 107,000 
Bank of Foodv i l l e Woodville s . c . " 24 10,000 2,000 40,000 
Seneca Bank Seneca s . c . " 24 20,000 25,000 767,000 

D i s t r i c t No. 7. 

Bradley Bank Mystic Iowa Jan .23 25,000 5,000 500,000 
South Side Svgs .Bank ,Cen te rv i l l e , " " 22 10,000 5,000 331,000 
S e c u r i t y S t a t e Bank Promise Ci ty " " 22 25,000 7,000 216,000 

D i s t r i c t No. 8 . 
Bank of B r a d l e y v i l l e , B r a d l e y v i l l e , M o . Jan .23 10,000 1,000 37,000 

D i s t r i c t No. 9 . 
Banlc of F i r e s t e e l F i r e s t e e l S. Dak • J an«20 10,000 6,000 55,000 
Cen t ra l Bank & 

Trust Co. Lewistown Mont. J an .21 100,000 16,000 1,091,000 
Farmers & Merchants 

Bank Winnett Mont. Jan .21 25,000 3,000 266,000 
Moccasin S t a t e Bank Moccasin Mont. " 22 25,000 1,000 200,000 

D i s t r i c t No. 10. 

Bank of Amity Amity Mo. Jan .17 10,000 40,000 148,000 
• F i r s t Na t iona l Bank Bur l ing ton 

Junc t i on Mo. Jan .22 25,000 30,000 322,000 

D i s t r i c t No. 11. 
• F i r s t S t a t e Bank Wolfe Ci ty Texas Jan .15 25,000 - - 52,000 

C1osed Banks Reopened: 

None. 
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X-3962 

BANKS REPORTED CLOSED 
'iJEEE ENDED JANUARY 31, 1930. 

Member banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank Ci ty 
Date Surp lus Tota l 

S t a t e c losed Cap i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 6 . 
Bank of C r a w f o r d v i l l e , 

Crav / fo rdv i l l e , Ga. 
• F i r s t Na t iona l Bank, 

Cof fee Spr ings ,Ala 
•DotbAn Nat iona l Bank Dothan 

Commercial Bank S t .Angus t ine , 
Salzhurger Bank P ineora 

it 
Pla. 
Ga. 

D i s t r i c t No. 7. 
Clermont S t a t e Bank, Clermont 
F i r s t S t a t e Bank Kewanna 
West Cen t ra l S t a t e 

Bank Chicago 
•Whiteside County 

S t a t e Bank Fu l t on 
Farmers Trus t & 

Savings Bank Kokomo 

D i s t r i c t No. 6 . 
Bank of P iggo t t 

D i s t r i c t No. 91 

P iggo t t 

Ind . 

111. 

111. 

Ind . 

Afrk. 

S t a t e Bank of Nevis Nevis Minn, 
d i t i z e n s S t a t e Bank Sylceston NiDak 
F i r s t S t a t e Bank White Uarth " 

J a n . 27 *28,000 

ft 30 25,000 
ft 30 400,000 
Tt 30 30,000 
ft 29 25,bOO 

Jan . 24 45,000 
rt 27 25,000 

tt 28 200,000 

71 31 50,000 

It 30 150j000 

Jan . SI 50*000 

J a m 24 10»000 
Tt 25 io iooo 
ii 30 15,000 

V 

11,000 
79,000 
37,000 

18,000 
7,000 

46,000 

16,000 

99,000 

1,000 

6,000 
2,000 

19,000 *167,000 

50,000 
1,162,000 
1,006,000 

75,000 

215,000 
268,000 

709,000 

510,000 

1,678,000 

288,000 

56,000 
130,000 

85,000 

D i s t r i c t No. 10. 
The Exchange Bank Ong Nehr. J an . 25 25,000 4 ,000 200,000 
Farmers & Merchants 

Bank Wymore Nehr. J an . 25 35,000 2,000 283,000 
C i t i z e n s S t a t e Bank Elk Ci ty Kans. ii 29 15,000 3,000 100,000 

• F i r s t Na t iona l Bank Humphrey Ne t r . n 28 55,000 40,000 403,000 
S ta t e Guaranty Bank Sperry Okla. ii 31 10,000 1,000 99s000 

Closed Banks Reopened Dote opened 

D i s t r i c t No. 8 . 
New Canton S t a t e Bank New Canton 111. 12-16-29 25,000 26,000 1-20-30 
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X-3962 

BANKS REPORTED CLOSED 
WEEK ENDED FEBRUARY 7, 1930. 

Member banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Date Surplus Tota l 
Name of Bank Ci ty S t a t e c losed Cap i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 5 . 
Farmers Bank Greenv i l l e H. C. Fe"b. 3 44,000 4 ,000 267,000 
Ru the r fo rd County Bank 

& Trust Co. R u t h e r f o r d t o n , 
wi th "branches a t N. C. Feb. 5 200,000 24,000 1,112,000 

Spindale and Union M i l l s . 
Famer s Bank & Tr . Co.For e s t Cit, y - N. C. Feb. 5 250,000 266,000 2,281,vOO 

wi th "branch a t Caroleen . 
Chimney Bock T r . Co Chimney Rock,N.C. Feb . 5 24,000 13,000 175,000 
Bank of Fa i son Fa ison N. C. J a n . 20,000 2,000 95,000 
Ci t i zens Bank Gates N. C. J a n . — 10,000 3,000 89,000 

D i s t r i c t No. 6 . 
Bank of Epes Epes Ala . J a n . 24 13,000 13,000 15,000 
Blount County Bank Oneonta it t t 28 25,000 15,000 231,000 
Northport Bank Northpor t » Feb. 1 15,000 2,000 80,000 
Peoples Bank Pinckard it Tt 3 40,000 12,000 96,000 
Cl io Banking Co. Cl io t t Jan . 3 50,000 20,000 105,000 

• F i r s t Na t iona l Bank Bran t l ey t t Feb. 5 50,000 6,000 213,000 

D i s t r i c t No. 7 . 
S t a t e Bank of Will iams Williaias Iov/a Feb. 3 35,000 7,000 287,000 
Savings Bank of Salem Salct i t t t 5 25,000 11,000 240,000 
Farmers & Traders Bank Ilonon Ind . f t 6 50,000 6,000 240,000 
H.N.Schuyler S t a t e Bank Pana 111. t t 7 200,000 30,000 2,297,000 
Sbate Bank of O t t e r b e i n O t t e r b e i n Ind . t t 7 50,000 15,000 737,000 

• F i r s t Na t iona l Bank Mi I f o r d 111. Tt 7 50,000 20,000 450,000 
Farmers S t a t e Savings 

Bank Corne l l 111. Feb . 7 30,000 10,000 101,000 

D i s t r i c t No. 8 . 
Nokomis S t a t e Bank Nokor.is 111. Feb. 50,000 7,000 411,000 

D i s t r i c t Mo. 9 . 
Faziuers S t a t e Bank 
S t a t e Bank of Y/obster 

"F i r s t Na t iona l Bank 

Coleharbor N.Dak. J an .31 20,000 4 ,000 170,000 
Webster Minn. " 51 20,000' 7,000 274,000 
Nurthwood N.Dak. Feb. 5 50,000 10,000 ^92,000 

D i s t r i c t No. 10. 
C i t i z e n s S t a t e Bank 
S e c u r i t y Savings Bank 

Alt'ua Okla. 
Bea t r i c e Nebr. 

Feb. C 
" 3 

25,000 
30,000 

17,000 630,000 
214,000 
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Name of Bank 

D i s t r i c t Ho. 11. 
F i r s t S t a t e Bank 

*Texas Na t iona l Bank 
• F i r a t Na t iona l Bank 
Audrey S t a t e Bank 

City S't&bt Q 
Date 

c losed 

Poly technic Tox. 
F'u. Worth Texas 
Boyse C i t j " 
Audrey " 

C%i t&l 
Surp lus 

& p r o f i t s 

Feb . 1 25,000 19,000 
n 1 500,000 257,000 
it 7 50,000 18,000 
ti 3 25,000 6,000 

Tota l 
depos i t s 

—4,000 
7 , 0 6 1 , 0 0 0 

292,000 
85,000 

Date 
Closed Banks Reopened; opened 

D i s t r i c t No. 7. 

• T a y l o r v i l l e Na t iona l Bank, T a y l o r v i l l e , 111. 
10-18-29 150,000 30,000 2 - 3-30 
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BANKS REPORTED CLOSED 
WEEK ENDED FEBRUARY 14, 1930, 

X-3962 

lumber banks i n d i c a t e d by an a s t e r i s k ( * ) • 

Date S u r p l u s To t a l 
Name of Bank C i t y S t a t e c l o s e d C a p i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 4 . 
Harg is Bank & T r . Co. Jackson K j . Feb .13 100,000 27,000 892,000 

D i s t r i c t No. 5 . 
Peoples Bank Appalachia Va. Feb .10 50,000 22,000 480,000 

American S t a t e Bank Gaf fney S . C. " 13 150,000 15,000 710,000 
and b ranches a t : Cowpens n 

and Blacksburg ft 
Bank of Chesnee Chesnee s . c . Feb.14 50,000 28,000 536,000 

• F i r s t N a t i o n a l Bank Gaf fney s . c . n 1 4 150,000 194,000 1,619,000 

D i s t r i c t No. 6 . 

Bu t l e r County Bank Georgiana A l a . Feb. 8 25,000 23,000 416,000 

D i s t r i c t No. 7 . 
Peoples S t a t e Bank ¥&:pao od 111. Feb . 8 10f 000 23 ,000 650,000 
Rosamond S t a t e Bank Rosamond 111. " 8 IV - 000 2 ,000 42,000 
Blackhawk S t a t e Bank Blackhawk Wis. " 10 10,000 8 ,000 212,000 
Monroe S t a t e Bank Monr oe Ind . " 13 25,000 4 , 0 0 0 124,000 

D i s t r i c t No. 8 . 

Bank of Greenway Greenway Ark. Feb .10 10,000 — — 38,000 
Bank of C l a r k s v i l l e C l a r k s v i l l e " " 11 25,000 11,000 315;000 
F i l l m o r e S t a t e & 

Savings Bank F i l l m o r e 111. Feb .12 25,000 7,000 161,000 

D i s t r i c t No. 9 . 

• F i r s t N a t i o n a l Bank Roy Mont. Feb .11 25,000 7,000 77,000 
F i r s t S t a t e Bank P h i l i p s b u r g " " 13 50,000 10,000 415,000 

D i s t r i c t No. 10 . 
Nebraska S t a t e Bank O ' N e i l l Nebr. Feb .10 25,000 15,000 425,000 

D i s t r i c t No. 11. 

Farmers S t a t e Bank Ivferkel Texas Feb .10 50,000 13,000 497,000 
• F i r s t N a t i o n a l Bank Ennis it " 10 100,000 10,000 580,000 
•Commercial N a t . Bank J e f f e r s o n it " 10 30,000 5,000 175,000 
•Exchange Na t . Bank Shrevepc r t IJ& . " 14 200,000 42 ,000 1 ,680,000 

Closed Banks Reopened: Date opened 

D i s t r i c t No. 10. 

Bank of Eagle Eagle Nebr. 10-11-29 20,000 5,000 2 - 8-30 
Ha r r i son S t a t e Bank H a r r i s o n ti 12-19-29 30,000 13,000 1-18-50 
Cairo S t a t e Bank Cairo it 11-20-29 16,000 9.000 2 - 7-50 
Farmers S t a t e Bank Cair o ;i 11-20-29 15,000 7,000 2 - 7-30 
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BANES REPORTED CLOSED 
W3EK SIDED FEBRUARY 21, l V v O . 

ten "bar 'banks indicated, by an a s t e r i s k ( * ) . 

Name of Bank Ci ty 
Date-

S t a t e c losed Cap i t a l 

D i s t r i c t No. 5 . 
Bank of Be theme Bet him e 
Bank of Wagran V/ayram 
Angier Bank & Tr.Co.Angler 

D i s t r i c t No. G. 

S. C. 
N. C. 
N. C. 

J an .31 
Fe"b.l5 

'* 2 0 

• F i r s t Nat ional Bank T a l l a s s e e Ala . 
Farmers & Merchants 

Bank F t . Payne Ala . 
Bank of Earner Earner " 
Cedar Keys S t a t e 

Bank Cedar Keys F l a . 

D i s t r i c t _ No i J 
S t a t e Bank of P i e r c e t o n Ind . 
Plymouth S t a t e Bank Plymouth Ind. 

Feb. 5 
" 13 

D i s t r i c t No. 8 . 
Bank of Marshal l 
Bank of Mt .Mor iah 
F i r s t S t a t e Bank 

D i s t r i c t No. 9. 

Marshal l Mo. 
l i t . I,lor i a h Mo. 
Galat ia 111. 

Farme r s S t a t e Bank Opheim Mont. 
• F i r s t Na t iona l Bank Ambrose N.Dak. 

Feb.17 
" 2 0 

Feb.15 
" 1 8 
" 2 0 

Feb.17 
" 2 0 

D i s t r i c t No. 10. 
Bank of Douglas 

D i s t r i c t No. 11. 
F i r s t S t a t e Bank 

D i s t r i c t No. 12. 

Douglas Nebr. Feb.18 

Bloomington,Tex. Feb.21 

15,000 
15,000 
25,000 

Feb.17 25,000 

30,000 
25,000 

Feb.20 15,000 

40,000 
75,000 

50,000 
20,000 
15,000 

25,000 
25,000 

20,000 

20,000 

•Colton Na t iona l Bank Colton C a l i f . Feb.20 50,000 

Closed Banks Reopened: 

Ga. 12- 5-29 50,000 
D i s t r i c t No. 6 . 

• F i r s t Na t iona l Bank Claxton 
D i s t r i c t No. 7. 

• L i l l e y S t a t e Bank Tectums eh Mich. 11-30-89 40,000 

X-3962 

Su rp lu s Total 
& p r o f i t s d e p o s i t s 

5,000 
4,000 
3,000 

15,000 

1,000 
3,000 

23,000 

10,000 
45,000 

10,000 

2,000 

2,000 
5,000 

7,000 

1,000 

15,000 

20,000 

28,000 

123,000 
100,000 
135,000 

496,000 

54,000 
33,000 

225,000 

276,000 
913,000 

235,000 
30,000 

194,000 

208,000 
140,000 

170,000 

36^000 

524,000 

Date opened 

2-21-50-

2-17-30 
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X-3962 
BANKS REPORTED CLOSED 

WEEK ENDED FEBRUARY 28, 1930. 
Member "banks i n d i c a t e d "by an a s t e r isle ( * ) . 

Name of Bank Ci ty S t a t e 
Date 

c losed C a p i t a l 
Surplus 

& p r o f i t s 
To ta l 

deposi ts 

D i s t r i c t No. 5. 
Bank of P o t e c a s i P o t e c a s i N. C. Feb. 25 10,000 — 41,000 

D i s t r i c t No. 6 . 
Autauga Banking & 

Trust Co. P r a t t v i l l e Ala . Feb. 24 75,000 35,000 515,000 
• O r r v i l l e Bank & 

Trust Co. O r r v i l l e Ala . Feb. 28 35,000 9,000 80,000 
P e l l Ci ty Bank & 

Trust Co. P e l l Ci ty Ala . Feb. 28 20,000 16,000 159,000 

D i s t r i c t No. 7. 
•American Nat iona l BankKewanna Ind. Feb. 24 25,000 7,000 264,000 

Lakevi l le S t a t e Bank Lakev i l l e i t tt 25 24,000 1,000 117,000 
Union Savings Bank Redding Iowa It 25 20,000 8,000 150,000 

•Commercial Nat.Bank Chatsworth 111. f t 26 40,000 27,000 401,000 
Farmers S ta t e Bank Tyner Ind. tt 27 25,000 10,000 138,000 
Peoples Trus t & 

Savings Bank S t r e a t o r 111. Feb. 27 100,000 60,000 1085,000 
Farmers S t a t e Bank Lapaz Ind. t t 28 25,000 19,000 230,000 
Farmers S t a t e Bank Walkerton i t i t 28 25,000 13,000 165,000 
Farmers S t a t e Bank Rockwell Iowa t t 28 25,000 15,000 367,000 
Ci t izens S t a t e Bank Lagro Ind. i t 28 25,000 12,000 155,000 

D i s t r i c t No. 8 . 
Bank of Bevier Bevier Mo. F e t . 25 (no f i g u r e s a v a i l a b l e ) . 
H i l l View S t a t e Bank H i l l View 111. t t 27 25,000 2,000 72,000 

D i s t r i c t No. 9 . 
Secur i ty S t a t e Bank Edraore N. Dak. Feb . 24 25,000 7,000 110,000 

D i s t r i c t No. 10. 
Malmo S t a t e Bank Malmo Nebr. Feb. 24 15,000 — ~ 105,000 

D i s t r i c t No. 11. 
•Farmers & Merchants 

Nat iona l Bank Henderson Texas Feb. 24 100,000 61,000 1083,000 
• F i r s t Nat iona l Bank R i s i n g Star It If 27 25,000 10,000 227,000 
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Member Banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Date Surplus Total 
Name of Bank Ci ty S t a t e c losed C a p i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 12. 

• F i r s t Na t iona l Bank T r a n q u i l l i t y Cal . Feb. 27 50,000 

Closed Banks Reopened: 

D i s t r i c t No. 9 . 

Farmers & Merchants 
S ta te Bank River F a l l s Wis. 9-30-29 75,000 

8,000 346,000 

Date opened 

25,000 2-15-30 
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X-3962 

BAKES REPORTED CLOSED 
YZEEK ENDED IlkKCH 7, 1950. 

Member banks i n d i c a t e d by an a s t e r i s k ( * ) . 

Name of Bank Ci ty S t a t e 
Date 

c losed Cap i t a l & 
Surplus 

p r o f i t s 
To ta l 

deposit?. 

D i s t r i c t No. 6. 
C i t i zens Bank Daisy Tenn. Feb. 1 12,000 3,000 57,00u 

D i s t r i c t No. 7. 
Farmers S t a t e Bank 
Farmers & Merchants 

Flanagan 111. Iviar. 1 35,000 18,000 3 7 6 , 0 0 0 

S t a t e Bank 
Grand View Svgs.Bank 
Garard Trust & 

T a l l u l a 111. 
Grand View Ior:a 

l iar . 3 
" 5 

50,000 
15,000 

10,000 
8,000 

104 ,000 
172 ,000 

Savings Bank Chicago 111. Mar • 6 (no f i g u r e s a v a i l a b l e ) 
D i s t r i c t No. 8. 

•Peoples F i r s t Nat .Bank White Hall 111. 
Farmers S t a t e Bank Mason " 

Feb.28 
Iviar. 3 

100,000 
25,000 

12,000 558,000 
100,000 

D i s t r i c t No. 9 . 
S t a t e B&hk of Bu t l e r 
Douglas S t a t e Bank 
S e c u r i t y S t a t e Bank 

Bu t l e r 
Douglas 
Overly 

S.Dak. 
N .D.v,k. 
N.Dek. 

Mar. 4 
" 5 
" 6 

15,000 
20,000 
15,000 

10,000 
4,000 

90,000 
158,00ti 

27,000 

D i s t r i c t No. 10. 
J.fc Cur ta in S t a t e Bank HeCurtain Okla. E a r . 6 15,000 — — 47,000 

D i s t r i c t No. 12. 
E. G. Caru thers S t a t e 

Bank Somerton A r i z . Feb.28 15,000 22,000 277,000 

Closed Banks Reopened: 
Date 

opened 

D i s t r i c t No. 10. 

American S t a t e Bank York 
(Re opened under name 

Nebr. 
of Bank 

11-18-29 
of Corral 

50,000 
sr c e ) . 

30,000 3 - 3 - 5 0 
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X-3962 

BANKS REPORTED CLOSED 
WEEK ENDED MMtCH 14, 1930. 

Member 'banks i n d i c a t e d by an a s t e r i s k ( • ) . 

Name of Bank City S ta t e 
Date 

c losed Cap i t a l 
Surplus 

& p r o f i t s 
Total 

d e p o s i t s 

D i s t r i c t No. 5. 

F i r s t S t a t e Bank of 
Boones Pa th Rose H i l l Va. Max. 8 10,000 28,000 143,000 

D i s t r i c t No. 6 . 

•Exchange Bank Dordele Ga. Mar. 7 100,000 106,000 564,000 
Li thonia Banking Co •Li thonia " 12 25,000 4,000 .61,000 
Bank of Scot land Scot land i i " 13 25,000 13,000 143,000 
Peoples Bank f o r 

Savings St .Augustine F l a . Mar. 8 25,000 122,000 1 ,209,000 
F l o r i d a T i t l e & 

Trus t Co. Miami F l a . Mar. 8 100,000 106,000 (no depos i t s 
Bank of T i t u s v i l l e 

depos i t s 

& Trust Co. T i t u s v i l l e F l a . Mia r . 12 50,000 55,000 681,000 
Bank of Napoleon-

v i l l e Napo leonv i l l e ,La . Feb. 3 40,000 70,000 350,000 
Soddy Banking Co. Soddy Tenn. J an .28 15,000 15,000 138,000 

D i s t r i c t No. 7. 

Peoplea Bank of Ottawa 
Rothfuss Bros.& Co Lake Mich Mar. 8 (no f i g u r e s a v a i l a b l e ) . 

F i r s t S t a t e Bank K i r k l i n Ind. " 8 25,000 6,000 156,000 
C i t i zens S t a t e Bank Royal Center " " 8 25,000 10,000 193,000 
Exchange Svgs.B&nk Dickens Iowa " 8 40,000 2,000 212,000 
Oakvil le S t a t e 

Savings Bank Oakvi l l e Iowa " 10 25,000 3,000 150,000 
Farmers S t a t e Bank Camden Ind. " 12 25,000 2,000 102,000 

D i s t r i c t No. 8 . 
C i t i z ens Trus t Co. C a r u t h e r s -

v i l l e Mo. M&r .10 100,000 40,000 532,000 
Southern Trust Co. Mexico Mo. " 13 50,000 10,000 425,000 

D i s t r i c t No. 9 . 
• F i r s t Na t iona l Bank Edmore N .Dak. Mar. Q 25,000 5,000 185,000 
• C i t i z e n s Nat iona l B a n k , S t r e e t e r i t t t " 10 25,000 10,000 170,000 

G-lenham S t a t e Bank Glenham S.Dak. " 14 15,000 1,000 95,000 
Farmers & Merchants 

S t a t e Bank Donnelly Minn. " 14 15,000 4,000 313,000 
Faroers S t a t e Bank Wiluer i t " 12 10,000 8,000 84,000 
Tappen S t a t e Bank Tappen N .Dak. " 13 30,000 4,000 207,000 
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Name of Bank 

D i s t r i c t No. 10. 

Sun S t a t e Bank 
Bank of Gentry 

C i ty Sba'co Dute Cap i t a l 

Sun Ci ty Kans. Mar.11 
Gentry Ho. " 13 

10,000 
20,000 

Sur:;lud 

4 ,000 
25,000 

Tota l 
depos i t s 

55,000 
192,000 

D i s t r i c t Mo. 7. 

Centra l Oak Park 
S t a t e Bank 

Farmers & Traders 
S ta te Bank 

D i s t r i c t No. 6 . 

Closed Banks Reopened 

Oak Park 111. 11-15-29 100,000 

llonon Ind. 2 - 6-50 50,000 

Bank of Napoleonvi l le Napoleonvi l l e La. 2 - 3-30 40,000 
(Reorganized under name of C i t i zens Bank & Trus t Co.) 

D i s t r i c t No. 10. 

Bank of Cedar B l u f f s Cedar B l u f f s Neb. 1- 8-50 20,000 

14,000 

6,000 

70,000 

1,000 

Date 
opened 

3-11-30 

3 - 5-50 

3 - 3-30 

3-10-30 
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BANKS RErOBTKD CLOSED 
WEEK ENDED 1IAECH 21, 1930. 

Member tanks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank 
Date 

City S t a t e c losed 

D i s t r i c t Ho. 4 . 
Lima Dime Savings Bank Lima Ohio Mar. 19 

D i s t r i c t No. 5 . 
Bank of Pomaria 
Bank of Kel ford 
Com'l & Farmers Bank 

D i s t r i c t No. 6 . 

Bank of Te l fo rd 

D i s t r i c t No. 7. 
•Secur i ty Nat . Bank 
Farmers S ta te Bank 
Bank of Uniondale 
Smithshire S t a t e Bank 
Farmers Savings Bank 

D i s t r i c t No. 8 . 
F i r s t S t a t e Bank 

D i s t r i c t No. 9 . 
Fa r . & Kerch. Bank 
Farmers S t a t e Bank 

D i s t r i c t No. 10. 
•Com'l Nat ional Bank 
S t a t e Bank of Buf fa lo 
Commercial S t a t e Bank 

D i s t r i c t No. 11. 
• F i r s t Nat ional Bank 

D i s t r i c t No. 7. 
S ta te Bank of O t t e rbe in 
Smithshire S ta te Bank 
D i s t r i c t No. 10. 
Antelope S t a t e Bank 
D i s t r i c t No. 12. 

Pomaria S. C. Mar . 14 
Kelford N. C. Feb. 1 
He "bane N. C. Max. 17 

Te l fo rd Term. l iar . IS 

Cherokee Iowa Max. 15 
H o n t i c e l l o , I n d . " 17 
Uniondale, Ind. " 19 
Smithshi re , 111. " 20 
Bernard Iowa " 20 

Bonegap 111. Mar. 20 

Han kinson,N »Dak.Mar.17 
Curr ie Kinn. 21 

Capit al 

100,000 

15,000 
15,000 
25,000 

20,000 

50,000 
25,000 
10,000 
35,000 
15,000 

15,000 

20,000 
20,000 

Independence,Kans .liar .14 250,000 
Buf fa lo Kans. Mar.19 20,000 
Cawker City,Kans .Mar .19 25,000 

McKinney Texas l iar . 19 100,000 

Closed Banks Beopened: 

Ot t e rbe in Ind. 2 - 7-30 50,000 
Smithshi re ,111. 3-20-30 35,000 

Neligh Nebr. 10-19-29 50,000 

8,000 

9,000 
2,000 

28,000 

6,000 

5,000 
9,000 

23,000 
4,000 

3,000 

5,000 
5,000 

282,000 
4,000 

25,000 

Surplus 
& p r o f i t s 

Total 
depos i t s 

E.G.Caruthers S t a t e Bank Somerton A r i z . 2-28-30 15,000 
(under name of Farmers Commercial S ta te Bank) 

15,000 
23,000 

12,000 

22,000 

294,000 

65,000 
117,000 
324,000 

105,000 

157,000 
270,000 
185,000 
206,000 
220,000 

92,000 

125,000 
155,000 

5,210,000 
161,000 
179,000 

113,000 1,887,000 

Date opened 

3-14-30 
3-21-30 

3-15-30 

3-21-30 
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B&l-HCS REPORTED CLOSED 
WEEK ENDED M&RCH 28, 1950 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank Ci ty S ta te 
Date 

c losed 
Surplus 

Capi ta l & p r o f i t s 
To ta l 

d e p o s i t s 

D i s t r i c t No. 1. 
Hampshire County 

Trust Co. Northampton Mass. Mar. 28 150,000 220,000 2,708,000 

D i s t r i c t No. 4 . 
Peoples & Drovers Washington 

Bank Court House Ohio l i a r . 25 125,000 57,000 986,000 

D i s t r i c t No. 7. 
Bank of Hor tonv i l l e i ,Hor tonv i l l e Wis. Mar. 25 50,000 12,000 443,000 
F i r s t S t a t e Bank W i l l i a m s f i e l d , 1 1 1 . f t 27 30,000 17,000 200,000 
Monmouth Svgs .Bank Monmouth Iov/a f t 27 25,000 11,000 113,000 
C i t i zens Bank Covington Ind . 1! 28 60,000 23,000 430,000 
River Park S t a t e 

Bank South Bend Ind. i t 28 50,000 11,000 123,000 
S ta te Bank of Lodi Lodi Wis. It 28 25,000 20,000 646,000 

D i s t r i c t No. 8 . 
Bank of C e n t r a l i a C e n t r a l i a Ho. I&r. 24 50 - 000 58,000 365,000 

D i s t r i c t No. 9. 
Secur i ty S t a t e Bank Medina N.Dak. Mar. 22 15,000 3,000 110,000 
Farmers & Merchants 

S t a t e Bank Tr ipp S .Dale. I3ar. 28 40,000 17,000 215,000 

D i s t r i c t No. 10. 

• F i r s t Na t iona l Bank WtJiette Okla. l&r . 20 25,000 2,000 312,000 
•Cent ra l Nat iona l Bank, 

B a r t l e s v i l l e Okla. n 22 100,000 56,000 1,100,000 

Date 
Closed Banks Reopened: opened 

D i s t r i c t No. 5. 

Southern Md. Trus t Co. ,Seat P leasant ,Md. 12-15-29 200,000 120,000 3-.-6-30 
and "branch a t : Upper Ifexlboro. 
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BANKS REPORTED CLOSED 
WEEK ENDED APRIL 4 , 1950. 

Member "banks i n d i c a t e d by an a s t e r i s k ( * ) . 

Date Surplus Tota l 
Name of Bank City S t a t e c losed C a p i t a l & p r o f i t s deposi ts 

D i s t r i c t No. 7. 

Farmers Bank Bowen 111. Mar. 29 50,000 8,000 261,000 
Lincoln Bank & T r . Co. Bine ie Ind . Tt 31 50,000 8,000 424,000 

*Pana Nat ional Bank Pana 111. f t 29 100,000 28,000 881,000 
Farmers S t a t e Bank Cabery 111. f t 31 25,000 9,000 362,000 
Mulberry Bk. & T r . Co. Mulberry Ind . t t 31 25,000 5,000 292,000 
Ci t i zens S t a t e Bank G i l l e t t Wis. Apr. 2 50,000 24,000 759,000 
Woodhull S t a t e Bank Woodhull 111. t t 3 40,000 35,000 475,000 

D i s t r i c t No. 8. 
Union East on Trus t Co. S t . Louis Mo. Mar. 29 200,000 34,000 884,000 
Bank of Char les ton Char les ton Ark. f t 31 25,000 21,000 220,000 

• F i r s t Nat ional Bank Norr i s C i ty ,111 . t t 31 25,000 15,000 147,000 
Hurst S t a t e Bank Hurst 111. Apr. 2 25,000 3,000 275,000 
Bank of Wayland Way land Mo, f t 1 20,000 3,000 188,000 
Ci t i zens Bank Doniphan Mo. f t 3 10,000 2,000 110,000 

D i s t r i c t No. 9 . 
Farmers & Merchants Bk Verona N.Dak. Mar. 29 15,000 5,000 98,000 
Weyerhauser S t a t e Bank Weyerhauser ,Wis. t t 31 10,000 3,000 101,000 
S t a t e Bank of Glen F lo r a ,B len F lo ra ,Wis . Apr. 1 10,000 — 40,000 
Ware & G r i f f i n Bank Clark S.Dak. t t 3 25,000 4,000 311,000 

D i s t r i c t No. 10. 
Amazonia S t a t e Bank Amazonia Mo. Apr. 1 10,000 6,000 77,000 
C i t i z e n s S t a t e Bank Thedford Nebr. t t 1 15,000 2,000 95,000 
Farmers S t a t e Bank Leon Kans. t t 3 15,000 8,000 165,000 

D i s t r i c t No. 12. 
Secu r i t y S t a t e Bank Richland Wash. Apr. 1 20,000 18,000 264,000 

Closed Banks Reopened: 

S ta te Bank of B u f f a l o B u f f a l o Kans. 3-19-30 20,000 
D i s t r i c t No. 10. 

Date 
opened 

4,000 4 - 2-30 
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BANKS REPORTED CLOSED 
WEEK ENDED APRIL 11, 1930 

X * f c 9 6 2 

? — 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Date Surplus To ta l 
Name of Bank City S ta te c losed Cap i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 5 . 
Farmers & Merchants 

Bank Mooresboro N. C. Apr. 8 $26,000 #6,000 #215,000 
and "branch a t : B o i l i n g Sp r ings . 

C i t i z ens & Commer-
c i a l Bank F r a n k l i n t o n N. C. Apr. 9 50,000 32,000 317,000 

Farmers & Merchants 
Bank Louis "burg N. C. Apr. 9 50,000 26,000 626,000 

Bank of S t . Pauls S t . Pauls N. C. Mar. 6 50,000 30,000 208,000 

D i s t r i c t No. 6, 
""National Bank of T i f t o n Ga. Apr. 8 100,000 34,000 669,000 
Bank of Warr ior Warrior Ala . Mar. 17 10,000 2,000 100,000 

( P r i v a t e "bank) 

D i s t r i c t No. 7. 
C i t i z e n s Bank C a r l i s l e Iowa Apr. 4 25,000 25,000 287,000 
Chand le rv i l l e S t a t e 

Bank Chand le rv i l l e " Apr. 8 60,000 30,000 344,000 
Lancaster S t a t e Bank Lancaster Wis. ii 6 50,000 10,000 400,000 
Herr in S t a t e Savings 

Bank Her r in 111. Apr. 9 50,000 49,000 700,000 
Cent ra l Bank Arcadia Ind. tl 9 10,000 15,000 189,000 
Laketon S t a t e Bank Laketon Ind. tt 9 25,000 4,000 110,000 
Henry Denhart & Co. Washington 111. tt 11 100,000 18,000 938,000 

D i s t r i c t No. 8. 

C i t i z e n s S t a t e Bank Johnston Ci ty 111. Apr. 11 50,000 63,000 720,000 

D i s t r i c t No. 9 . 

Lakeside S t a t e Bank Lake Andes S.Dak. Apr. 4 42,000 391,000 
Glover S t a t e Bank Glover N .Dak. tl 10 15,000 1,000 47,000 

D i s t r i c t No. 10. 
Farmers T rys t Co. Ktuyv i l l e Mo. Apr. 8 200,000 50,000 1,403,000 
Farmers S t a t o Bank Newport Nehr. tl 7 25,000 1,000 62,000 
F i r s t S t a t e Bank C e n t r a l i a Okla. 11 5 15,000 2,000 63,000 

D i s t r i c t No. 6. 
Closed Banks Reopened: Date Open 

D i s t r i c t No. 6. 
Peoples Bank f o r Svgs >. S t . A u g u s t i n e , F l a . 3 - 8-•30 25,000 122,000 3-31-30 
Cedar Keys S t a t e Bk. Cedar Keys F l a . 2-20-•30 15,000 23,000 3-29-30 
F i r s t S t a t e Bank F t . Meade F l a . 7-17-•29 75,000 44,000 4 - 3-30 
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BANKS EEPOETED CLOSED 
WEEK ENDED APRIL 18, 1930 

llember "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 
Date Surplus Tota l 

Name of Bank Ci ty S t a t e c lo sed C a p i t a l & p r o f i t s depos i t : 

D i s t r i c t No. 5 . 
Peoples Bank Sanford N. C. Apr. 7 25,000 10,000 310,000 
Bank of Marshv i l l e Marshvi l le N. 0. t t 7 40,000 20,000 300,000 

D i s t r i c t No. 6 . 
•Bank of Candler Co. Metter Ga • Apr. 17 25,000 46,000 276,000 

D i s t r i c t No. 7. 
Toth S t a t e Bank South Bend Ind . Apr. 12 100,000 21,000 418,000 
S t a t e Bank of Fennimore Wis. II 14 100,000 25,000 900,000 
F i she r S t a t e Bank F i s h e r 111. t t 15 25,000 7,000 165,000 
Farmers & Merch.Bank Tomah Wis. t t 16 50,000 18,000 1,416,000 
Badger S t a t e Bank C a s s v i l l e Wis. t t 17 30,000 11,000 533,000 
Jay County Savings 

& Trus t Co. Por t l and Ind. Apr. 18 25,000 9,000 330,000 
Otley Savings Bank Otley Iowa t t 17 10,000 1,000 125,000 

D i s t r i c t No. 8 . 
. Marion Trust & Sav-

ings Bank Marion 111. Apr. 14 150,000 60,000 1,982,000 
F i r s t S t a t e Bank P i t t s b u r g 111. t t 14 30,000 21,000 100,000 
Cambria S t a t e Bank Cambria 111. Tt 15 25,000 4,000 150,000 
C a r t e r v i l l e S t a t e & 

Savings Bank C a r t e r v i l l e , 1 1 1 . Apr. 15 50,000 52,000 528,000 
Bank of P l easan t Green, 

P leasan t Green Mo* • Apr. 18 .13,000 15,000 65,000 

D i s t r i c t No. 9 . 
Charles Mix County Bank, Geddes S. Dak.Apr. 14 50,000 6,000 387,000 
Commercial S t a t e Bank P i a t t e S. Dak !» 14 50,000 7,000 705,000 
Secur i ty Bank Winner S. Dak . " 17 40,000 - 441,000 

D i s t r i c t No. 10 . 
*Saunders Co. Na t . Bank Wahoo Nebr. Apr. 15 50,000 55,000 585,000 
Nebraska S t a t e Svgs.Bk Wahoo It t t 15 25,000 8,000 327,000 
Ci t i zens S t a t e Bank Wahoo If t l 17 30,000 28,000 565,000 
Farmers & Merch.Bank Weston t t t t 16 12,000 9,000 234,000 
Oak Creek Val ley Bank Valpara iso II t t 16 20,000 16,000 300,000 
S t a t e Bank of Colon Colon t t f t 16 20,000 15,000 341,000 
S t a t e Bank of Touhy Touhy f t t t 15 5,000 2,000 65,000 
East Lake S t a t e Bank East Lake Colo. II 18 15,000 mm 80,000 
Liber ty Trust Co. Kansas Ci ty Mo. t t 18 250,000 55,000 None. 

D i s t r i c t No, 11 . 
• S t a t e Nat iona l Bank Idabe l Okla. Apr. 18 50,000 6,000 535,000 
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BANKS REPORTED CLOSED 
WEEK ENDED APRIL 25, 1930 

X-3962 

Member banks indica ted , by an a s t e r i s k ( * ) . 
Date Surplus Tota l 

Nairn of Bank C i t y S t a t e c losed Cap i t a l & p r o f i t s depos i t s 

D i s t r i c t No. 1. 
P . M. D'Esepo Co. Ha r t fo rd Conn. Apr. 23 500,000 18,000 848,000 

( P r i v a t e bank) 

. D i s t r i c t No. 4 . 
Peoples Bank Co. Al l i ance Ohio Apr. 22 100,000 66,000 1,082,000 
Peoples Bank Mt.Vernon Ky. tt 24 20,000 33,000 350,000 

D i s t r i c t No. 5. 
Cambridge Bank N i n e t y - s i x , S . C . Apr. 22 50,000 44,000 204,000 
Bank of Union Monroe N.C. tt 22 100,000 105,000 1,000,000 

""First Na t iona l Bank Monroe N.C. 11 23 100,000 81,000 1,189,000 
Farmers Bk & T r . Co. Monroe N.C. tt 23 100,000 29,000 359,000 

D i s t r i c t No. 6 . 
Palmetto S t a t e Bank Palmetto F l a . Apr. 17 18,000 5,000 142,000 
Commercial Bank Ja spe r F l a . tt 22 15,000 7,000 210,000 
C i t i zens Bank Madison F l a . tr 22 50,000 34,000 595,000 
F i r s t S t a t e Bank Erwin Tenn. tt 19 35,000 20,000 485,000 

*F i r s t Na t iona l Bank Jasper F l a . tt 24 30,000 12,000 195,000 
F i d e l i t y Bk & T r . Co. S t . Pe t e r sbu rg , 

F l a . it 25 100,000 37,000 243,000 
D i s t r i c t No. 7. 

Farmers S t a t e Bank Veedersburg , Ind . Apr. 18 25,000 10,000 145,000 
Char lo t t e Tr.& Svgs.Bk C h a r l o t t e Iowa tt 19 40,000 6,000 150,000 
Peoples T rus t Co. Muncie Ind. tt 22 100,000 24,000 1,116,000 
Peoples Savings Bank Blakesburg,Iowa tt 19 15,000 9,000 138,000 
Farmers Savings Bank Ccrwith Iowa tt 21 60,000 15,000 300,000 
Farmers S t a t e Bank Belmont Wis. It 23 20,000 31,000 434,000 
Farmers & Merch,Bank Richland Center , 

Wis. tt 21 50,000 42,000 708,000 
Sta te Bank of A t l a n t a A t l a n t a Ind. tt 23 25,000 8,000 161,000 
Dime Savings Bank Carthage 111. -tt 25 50,000 10,000 400,000 
F i r s t S t a t e Bank Greenup 111. ft 25 25,000 2,000 150,000 
Peoples S t a t e Bank P r a i r i e du 

Chien Wis. tt 25 50,000 15,000 920,000 

D i s t r i c t No. 8 . 
Anna S t a t e & Trust Bk Anna 111. Apr. 21 50,000 14,000 450,000 
Bel le R i v e ' S t a t e Bank Be l l e Rive " Tt 22 15,000 1,000 60,000 
F i r s t S t a t e Svgs . Bank West Frank-

f o r t 111. f t 25 100,000 13,000 805,000 
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BANKS REPORTED CLOSED 
WEEK ENDED MAY 2 , 1930. 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank C i ty S t a t e 
Date 

c l o s e d C a p i t a l 
Su rp lus 

& p r o f i t s . 
T o t a l 

d e p o s i t s 

D i s t r i c t No. 4 . 
Farmers Bank Co. Rossburg Ohio Apr. 28 25,000 5,000 160,000 

D i s t r i c t No. 5 . 
Tuckaseegee Bank 

• F i r s t N a t i o n a l Bank 
Sylva 
P i n e v i l l e 

N. C. 
W.Va. 

Apr . 
May 

28 
1 

21,000 
25,000 

10,000 
26,000 

258,000 
285,000 

D i s t r i c t No. 6 . 
American Bk.& Tr .Co . 
Oakdale Bk. & Tr .Co. 

St . P e t e r s b u r g , F l a . 
Oakdale Tenn. 

Apr . 
Mar. 

30 
28 

200,000 
10,000 

46? ,000 
10,000 

2 ,973 ,000 
200,000 

D i s t r i c t No. 7. 
S t a t e Svgs.& T r . Co. 
C i t i z e n s Savings Bk. 

I n d i a n a p o l i s , Ind . 
Harper Iowa 

Apr. 
ft 

26 
26 

375,000 
15,000 

48 ,000 
2,000 

1 ,613,000 
100,000 

D i s t r i c t No. 9 . 
P l a t t e S t a t e Bank P l a t t e 
Tr ipp County S t a t e Bk.,Colome 
F i r s t S t a t e Bank Gar r i son 

S.Dak. 
It 1! 

N.Dak. 

Apr. 
it 

tt 

26 
28 
26 

25,000 
25,000 
25,000 

30,000 
11,000 

3 ,000 

485,000 
260,000 
238,000 

D i s t r i c t No. 10. 
Jackson Bank 
Farmers Bank 
Peoples S t a t e Bank 

Clearmont 
Slcidmore 
F t . S c o t t 

Mo. 
Mo. 
Kans. 

Apr. 
May 

ft 

28 
1 
2 

20,000 
10,000 
25,000 

1,000 
32,000 
24,000 

126,000 
188,000 
542,000 

D i s t r i c t No. 11. 
Glendale Bank of 

Commerce Glendale A r i z . Apr. 30 25,000 2,000 275,000 

D i s t r i c t No. 6 . 
Closed Banks Reopened Date Open 

Bank of Ramer Ramer Ala• 2-13--30 25,000 3 ,000 4 - 9-30 
D i s t r i c t No. 7. 

Farmers S t a t e Bank Lapaz Ind . 2-2 8--30 25,000 19,000 5 - 1 -30 

D i s t r i c t No. 10. 
Exchange Bank Gibbon Nebr. 12-31--29 30,000 13,000 5 - 1 -30 
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BANKS REPORTED CLOSED 
WEEK ENDED MY 9, 1930. 

Member banks i n d i c a t e d by an a s t e r i s k ( * ) . 

Date Surplus To ta l 
Name of Bank Ci ty S t a t e c losed Cap i t a l & p r o f i t s depos i t s 

D i s t r i c t No. 4 . 

Farmers & Merchants 
Bank Beaver Dam Ohio May 6 10,000 6,000 68,000 

Buckeye Com'l Sav-
ings Bank F ind lay Ohio May 6 400,000 122,000 4,500,000 

D i s t r i c t No. 5. 
Bank of Cl inchburg Clinchburg Va. Apr. 28 12,000 4,000 103,000 

D i s t r i c t No. 6 . 
P l a n t e r s S t a t e Bank Pine H i l l A la . May 2 15,000 6,000 119,000 
S ta t e Banking Co. G a i n e s v i l l e , G a . t t 5 75,000 32,000 390,000 

D i s t r i c t No. 7. 
Farmers S t a t e Bank Warsaw 111. May 6 50,000 18,000 418,000 
La Harpe S t a t e Bank La Harpe 111. It 3 25,000 26,000 413,000 
Melrose S t a t e Bank Melrose Iowa t t 5 25,000 6,000 140,000 
Peoples S t a t e Bank Berne Ind . It 7 60,000 19,000 503,000 
F i r s t S t a t e Svgs.Bk. Mc Causland Iowa II 7 25,000 2,000 160,000 

D i s t r i c t No. 9. 
C i t i zens S t a t e Bank Lansford N.Dak. May 7 20,000 1,000 120,000 

D i s t r i c t No. 10. 
C i t i zens S t a t e Bank Blue Rapids,Kans. Itlay 6 15,000 10,000 281,000 
Bank of Denver Denver Mo. II 7 10,000 6,000 105,000 
Bank of F lo rence Omaha Nebr. Tt 9 25,000 6,000 450,000 

D i s t r i c t No. 11. 
Bank of B i e n v i l l e B i e n v i l l e La. May 7 15,000 14,000 135,000 

Closed Banks : Reopened$ Date Open 
D i s t r i c t No. ? , 

Blackhawk S t a t e Bank Blackhawk Wis. 2-10 -30 10,000 8,000 5 - 3-30 

D i s t r i c t No. 5 . 
Bank of S t . Pau l s St • Pauls N. C• 3 - 6 -30 50,000 30,000 4 - 9-30 
Bank of Wagram Wagram N. C. 2-15 -30 15,000 4 ,000 4 - 1-30 

D i s t r i c t No. 10. 
C i t i zens S t a t e Bank Thedford Nebr. 4 - 1 -30 15,000 2,000 5 - 7-30 
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X-X-3962 

BMKS REPORTED CLOSED 
WEEK ENDED MAY 16, 1930 

Isemher 'banks indicated, "by an a s t e r i s k ( * ) . 

Name of Bank Ci ty S t a t e 
Date 

c losed C a p i t a l 
Surplus To ta l 

& p r o f i t s d e p o s i t s 

D i s t r i c t No. 4 . 

Ohio S ta t e Bank Washington 
Court House Ohio May 12 200,000 28,000 2,275,000 

D i s t r i c t No. 5 . 

•Nat ional Loan & 
Exchange Bank Greenwood S. C. May 15 100,000 20,000 1,250,000 

American Bank «• ft tt 16 100,000 4 ,000 195,000 

D i s t r i c t No. 7 . 
Weston Exchange Bank Weston Mich. May 13 3,000 2,000 70,000 
Farmers S t a t e Bank Orion 111. tt 16 30,000 57,000 490,000 
S t a t e Bank of F r a n c e s v i l l e Ind. tt 16 25,000 25,000 355,000 

D i s t r i c t No. 8 . 
S u l l i v a n County Bank Milan Mo. May 12 20,000 20,000 200,000 
Bank of Wil ton Wilton Ark. tt 12 5,000 9,000 48,000 
Commercial Bank W e l l s v i l l e Mo. tt 10 15,000 17,000 325,000 
F i r s t Savings Bank 

& Trust Co. I t t a h e n a Miss. tt 12 100,000 23,000 686,000 
Farmers S t a t e Bank Mendon 111. tt 14 25,000 10,000 198,000 

D i s t r i c t No. 9 . 
Farmers Bank in Leonard N .Dak. May 12 15,000 2,000 155,000 

D i s t r i c t No. 10 . 
Wayside S t a t e Bank Ways ide Kans. May 12 10,000 4,000 140,000 
Farmers S t a t e Bank Vini t a Okla. ft 16 50,000 15,000 860,000 

Closed Banks Reopened: 

None. 
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JS3K E1TD5D HAY 23, 1930. 

Member banks ind ica t ed by an a s t e r i s k ( * ) . 

Ci ty Name of Bank 

D i s t r i c t No. 6. 
Ninth S t r ee t Bank 

c; Trust Co o 

D i s t r i c t No• 7» 
Secur i ty Trust t 

Savings Bank 
Rice Savings Bank 

D i s t r i c t No. 8, 
Bank of R a t c l i f f 

D i s t r i c t No. 10. 

St aPetersburg F l a . 

Fort Dodge 
Smithland 

R a t c l i f f 

Liberty S t a t e Bank Liber ty 
Tyro S ta te Bank Tyro 

Iowa tt 

Ark. 

Kans. 
it 

Date * Surplus Total 
S t a t e c losed Cap i t a l & p r o f i t s depos i t s 

May 23 200,000 213,000 1,368,000 

May 19 
" 23 

May 19 
" 22 

75,000 
10,000 

20,000 
10,000 

26,000 
1,300 

May 21 15,000 8,000 

7,000 
8,020 

645,300 
109,830 

99,000 

68,070 
51,950 

Closed Banks Reopened: 
Date ooen 

D i s t r i c t No. 10. 
Bank of Monroe Monroe Nebr. 10-23-29 24,000 3,000 5-19-30 
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BANKS REPORTED CLOSED 
'7EEK ENDED MAY 29, 1930. 

Member banks i n d i c a t e d by an a s t e r i s -
Date S u r p l u s T o t a l 

Name of Bank C i t y S t a t e c l o s e d C a p i t a l I s p r o f i t s d e p . s i t s 

D i s t r i c t No. 4 . 
Reynoldsburg Bank Co. Reynoldsburg Ohio May 27 4 25 ,000 ,,>18,500 '4 241,000 

D i s t r i c t No. 5 . 
Peoples Bank of Mize Mize M i s s . Upr. 3 10,000 2,000 100,000 
D'Lo Guaranty Bank D'Lo Miss . Apr . 4 15,000 32 ,500 425,000 

D i s t r i c t No. 7 . 
C i t i z e n s S t a t e Bank LaCrosse I n d . May 19 25 ,000 17,000 264,000 
Tobacco Exchange Bank Edger ton T i s . May 20 50 ,000 78,000 691,000 
Corn Exchange Bank New Richmond I n d . May 29 10,000 9 ,600 119,900 
Campau Commercial Bank Hamtramclc Mich • May 14 — — — • 3 ,030 82,490 

D i s t r i c t No. 8 . 
LaGrange Bk & Trus t Co . LaGrange Ky. May 27 30 ,000 16,000 576,000 
Peoples S t a t e Bank Lora ine 111. May 16 20 ,000 7 ,000 225,000 
Bank of Ellcland E lk land Mo. May 24 10,000 15,600 45,000 
C i t i z e n s Bank Knox C i t y ho. I.i ay 26 10,000 12,000 96,000 
C i t i z e n s Bank Warrenton Mo. May 29 30 ,000 21,000 534,000 

D i s t r i c t No. 9 . 
Home Bank of B l a i r B l a i r Wis . May 27 30 ,000 32,000 491,000 

D i s t r i c t No. 11. 
German American S t a t e 

Bank Ind iangap Texas May 28 20 ,000 1,900 70,000 

Closed Banks Reopened: 

D i s t r i c t No. 9 . Date open 
: Swi f t County Bank Benson Minn. 11-30-29 100,000 23,000 5 -26 -30 . 

D i s t r i c t No. 10. 
C i t i z e n s S t a t e Bank C lea rwa te r Nebr . 10-21—30 20,000 1,000 5 - 2 4 - 3 0 . 
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X-3962 

BANKS REPORTED CLOSED 
WEEK ENDED JUNE 6, 1930. 

Member banks i n d i c a t e d by an a s t e r i s k ( * ) . 

Name of Bank C i ty 
Date Surplus Tota l 

S t a t e c losed C a p i t a l & p r o f i t s depos i t s 

D i s t r i c t No, 1 . 
* F i r s t Na t iona l Bank 

D i s t r i c t No. 4 . 
Commercial Bank 
C i t i z e n s S t a t e Bank 

D i s t r i c t No. 3 . 
Farmers & Merchants 

Bank 
Englewood S t a t e Bank 

D i s t r i c t No. 7 . 
Bank of Linngrove 
F l o r i s Savings Bank 

D i s t r i c t No. 8. 
North Missour i Tr Co 

D i s t r i c t No. 9 . 
S t a t e Bank 

D i s t r i c t No. 11. 
Lohn S t a t e Bank 

Poul tney Vermont May 31 »100,000 0115,700 $825,000 

Middletown Ohio 
Le ips ic Ohio 

Summerville Ga. 
Englewood Ga. 

Linngrove Ind . 
F l o r i s Iowa 

Mexico 

Ross 

Mo. 

June 3 50,000 7,500 
June 3 25,000 12,600 

May 31 25,000 3,000 
June 4 15,000 3,000 

June 3 10,000 5,900 
June 3 10,000 460 

June 4 150,000 57,000 

N. Dak. June 4 

Lohn Texas June 3 

Closed Banks Reopened: 

D i s t r i c t No. 5 . 
Bank of Faison 
Bank of Marshv i l l e 
Peoples Bank 

D i s t r i c t No. 7, 
River Park S t a t e Bank South Bend Ind . 

Faison N. Car . 1-16-30 
Marshvi l l e N. Car . 4-7-30 
Sanford N. Car . 4-5-30 

10,000 3,800 

30,000 15,000 

10,000 3,000 
40,000 20,000 
25,000 10,000 

480,000 
365,000 

326,000 
50,000 

104,500 
102,000 

835,000 

76,000 

168,000 

5-24-30 
5-16-30 
5-31-30 

4-28-30 50,000 11,000 5-26-30 
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BANKS REPORTED CLOSED 
1TEEK ENDED JUNE 13, 1930* 

Member t a n k s i n d i c a t e d fry an a s t e r i s k ( * ) . 
Date Surplus Total 

Name of Bank Ci ty S t a t e c losed Cap i t a l & p r o f i t s d e p o s i t s 

D i s t r i c t No. 1. 
Merrimack River Svgs 

Bank Manchester N. H. June 9 $ none #904,420 #11,456,680 
D i s t r i c t No. 3 . 
Vineland Trust Co. Vineland N. J . June 11 100,000 147,050 2,127,890 

D i s t r i c t No. 4 . 
Cosmopolitan Bk & Tr.Co. C inc inna t i Ohio June 10 350,000 274,870 9,864,020 

*Fi rs t Nat ional Bank Bowerston Ohio June 11 25,000 12,500 not avai labl f 

D i s t r i c t No. 5 . 
Farmers Bank KcCormick S. C. June 11 40,000 15,290 326,230 

D i s t r i c t No. 6 . 
F i r s t Secu r i t y Bank S t . P e t e r s b u r g F l a . June 9 50,000 13,770 222,960 
Bank of Terra Ceia Terra Ceia F l a . June 7 15,000 10,730 126,070 
Bank of Bay Biscayne Miami Fla* June 11 1 ,000,000 1,214,270 12,732,240 
Bank of Coral Gables Coral Gables F l a . June 11 100,000 43,130 480,040 
Miami Beach Bk & Tr Co. Miami Beach F l a . June 11 150,000 38,050 1,380,220 
Bank of Homestead Homestead F l a . June 11 35,000 19,210 355,350 
Guaranty T i t l e & Tr Co.. Clearwater F l a . June 12 200,000 118,140 277,760 
Bank of Clearwater Clearwater F l a . June 12 250,000 186,800 1,419,630 

D i s t r i c t No. 7 . 
Bank of F. ¥ . Hubbard Kilmanagh Mich. June 7 10,000 8,500 90,000 
"Farmers Nat ional Bank Strawn 111. June 11 25,000 5,670 175,890 
* F i r s t Nat ional Bank Cheboygan Mich. June 11 50,000 76,890 1,229,480 

D i s t r i c t No. 8 . 
Farmers Exchange Bank Marsh f i e ld Mo. June 9 40,000 1,400 250,000 

D i s t r i c t No. 9 . 
F i r s t S t a t e Bank Sebeka Minn. June 9 10,000 3 ,000 165,000 
Bank of Eleva Eleva Wis. June 12 25,000 7,880 305,000 

D i s t r i c t No. 10. 
Bank of Albany Albany Mo. June 9 20,000 11,300 155,000 
Lebanon S ta t e Bank Lebanon Kans. June 10 25,000 15,280 140,910 

D i s t r i c t No. 7 . 
Closed Banks Reopened: Date Reopened 

D i s t r i c t No. 7 . 
6-9-30 Clartc1 county Bank Loyal Wise, 1-16-30 25,000 9,000 6-9-30 

D i s t r i c t No. 10. 
Wise, 

Farmers & Merchants Bk Elm Creek Nebr. 1-7-30 25,000 5,000 6-12-30 
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BANKS REPORTED CLOSED 

WEEK ENDED JUNE 20, 1930. 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 
Date Surplus To ta l 

Name of Bank Ci ty S t a t e c losed C a p i t a l & p r o f i t s depos i t s 

D i s t r i c t No. 5 . 
• F i r s t Na t iona l Bank Welch W. Va. June 20 #100,000 #183,000 $1,652,000 

D i s t r i c t No. 6 . 

Lakeland S t a t e Bank 
& Trus t Co. 

Biscayne Trus t Co. 
Bankers Trus t Co. 

Lakeland P l a . June 14 . 150,000 64,000 1,504,000 
Miami " " 11 150,000 269,000 1,458,000 
S t . A u g u s t i n e , P l a . " 19 100,000 14,000 265,000 

D i s t r i c t No. 7. 
I l l i a n a S t a t e Bank S t a t e Line 111. June 14 24,000 — — 141,000 
Peoples Loan & T r . Co. Decatur Ind . It 16 50,000 15,000 520,000 
Old Adams County Bank Decatur Ind . f t 13 120,000 31,000 1 ,150,000 
Farmers & Merchants Bk Bryant Ind. it 18 25,000 12,000 184,000 
Ci t i zens Bank Union Iowa f t 19 50,000 — — 400,000 
Merchants & Mechanics 

Bank Hamtramck Mich. t t 19 10,000 65,000 2 ,030,000 
with 3 "branches i n D e t r o i t . 

S t a t e Bank of America Hamtramck Mich. i f 19 100,000 65,000 1 ,312,000 

D i s t r i c t No. 8 . 
Bank cf H u s s e l l v i l l e 
Bank of Aurora 

R u s s e l l v i l l e . K y . June 14 
Aurora Mo. " 16 

25,000 29,000 311,000 
50,000 14,000 1,192,000 

D i s t r i c t No. 9 . 
Farmers S t a t e Bank F u l l e r ton 
S e c u r i t y S t a t e Bank H i t t e r d a l 
Merchants & Farmers S t a t e 

Bank F a l l Creek Wis. 

N.Dak. June 13 
Minn. " 14 

16 

25,000 
10,000 

15,000 

3,000 
2,000 

79,000 
73,000 

3,000 185,000 

D i s t r i c t No. 10. 
Spr ing River Bank L a r u s s e l l Mo. June 16 10,000 4 ,000 95,000 
Arnold S t a t e Bank Arnold Nehr. it 16 50,000 19,000 450,000 
S e c u r i t y S t a t e Bank Arnold Nebr. tt 19 35,000 — — 158,000 

D i s t r i c t No. 12. 

Yuma Valley Bank Yuma A r i z . June 20 200,000 52,000 1,750,000 

Closed Banks Reopened: None. 
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BANKS REPORTED CLOSED 
WEEK ENDED JUNE 27, 1930. 

Member "banks i n d i c a t e d "by an a s t e r i s k ( * ) . 

Name of Bank 
Date 

C i ty S t a t e c losed Cap i t a l 
Surplus Tota l 

& p r o f i t s d e p o s i t s 

D i s t r i c t Ho. 1 . 
• F i r s t n a t i o n a l Bank i n Poul tney Vt . June 20 $100,000 $115,000 $975,000 

D i s t r i c t No. 4 . 

•Brotherhood of Railway 
Clerks Na t iona l Bank 

D i s t r i c t No. 5 . 

C i t i zens Bank 
• F i r s t Na t iona l Bank 
• F i r s t Na t iona l Bank 

D i s t r i c t No. 6 . 

C i n c i n n a t i , 0 . June 26 400,000 149,000 4 ,188,000 

War 
Iaeger 
Kimball " 

. 7a . June 21 
" " 25 

" 26 

Bradford County Bank S ta rke F l a . June 21 

D i s t r i c t No. 7. 

F a i r bury Bank 
•New F i r s t Na t . Bank i n 

D i s t r i c t No. 8 . 
Peoples S t a t e Bank 

F a i r t u r y 111. June 23 
Farmland Ind . " 25 

50,000 
25,000 
25,000 

40,000 

100,000 
25,000 

17,000 
8,000 

30,000 

216,000 
380,000 
430,000 

35,000 265,000 

60,000 1,400,000 
7,000 193,000 

Coa tsv i l l e .Mo. June 24 10,000 67,000 

D i s t r i c t No. 10 . 
S t a t e Bank of Amber 
Ponca Val ley S t a t e Bank 

D i s t r i c t No. 11. 
Brownwood S t a t e Bank 

0 % s t r i c t No. 5 . 
C i t i z e n s & Com'l Bank 

D i s t r i c t No. 10. 
Brunswick S t a t e Bank 
Bank of F lo rence 

Amber Olcla. June 21 10,000 
Monowi Ne"br. " 27 15,000 

Brownwood Texas June 26 50,000 

Closed Banks Reopened: 

F r a n k l i n t o n , N . C . 4 - 9-30 50,000 

Brunswick Ne"br • 8-22-29 25,000 
Omaha " 5 - 9-30 25,000 

6,000 
3,000 

60,000 
109,000 

10,000 231,000 

Date opened 

33,000 6-12-30 

1,000 6-21-30 
5,000 6-21-30 
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FEDERAL RESERVE BOARD 

WASHINGTON 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E T O £ 4 4 - 3 
T H E F E D E R A L R E S E R V E B O A R D ^ 

January 2, 19*30, 

SUBJECT: L i a b i l i t y Incu r r ed "by Member Bank i n 
Purchas ing Federa l Reserve Exchange. 

Dear S i r : 

I n a r u l i n g pub l i shed i n the Federa l Reserve Bul-
l e t i n f o r September, 1928, a t page 656, the Federa l Reserve 
Board h e l d t h a t the l i a b i l i t y i n c u r r e d by a member bank 
through the i s suance of i t s c a s h i e r ' s check f o r Federa l r e -
serve exchange purchased, should be t r e a t e d as a l i a b i l i t y 
f o r money borrowed r a t h e r :than as a depos i t l i a b i l i t y . The 
f a c t s of the t r a n s a c t i o n which were under c o n s i d e r a t i o n by 
the Board a t t h a t t ime were desc r ibed a s f o l l o w s : 

A member bank which i s t empora r i ly s h o r t i n i t s 
r e s e r v e s a r r anges wi th ano ther member bank hav ing a tempo-
r a r y excess i n r e s e r v e s f o r the use of a s t i p u l a t e d amount 
of Federa l r e s e r v e c r e d i t , f o r one day or more, a s may be 
ag reed upon. The bank purchas ing the c r e d i t e i t h e r g ives 
i t s c a s h i e r 1 s check to the s e l l i n g bank, to b e . h e l d f o r one 
day or more, as the case may be, o r , d i spens ing wi th the 
f o r m a l i t y of i s s u i n g a c a s h i e r ' s check, a u t h o r i z e s the 
s e l l i n g bank to c l e a r a t i c k e t f o r the amount through the 
c l e a r i n g house s e t t l e m e n t on the day agreed upon, and the 
s e l l i n g bank e i t h e r g ives i t s d r a f t on the Fede ra l r e s e r v e 
bank to the buying bank or a r ranges wi th the Federa l r e s e r v e 
bank to t r a n s f e r on the Federa l r e s e r v e bank ' s books the 
s t i p u l a t e d amount from the account of the s e l l i n g bank to 
the account of the buying bank. 

I t now appears t h a t , whi le Federa l r e s e r v e ex-
change i s f r e q u e n t l y purchased and so ld i n accordance wi th 
the method above desc r ibed , t h i s p r a c t i c e i s not u n i v e r s a l -
l y fo l lowed and i t o f t e n happens t h a t a member bank purchases 
Federa l r e s e r v e funds from another member bank through the 
method of book e n t r i e s , wire t r a n s f e r s or o the rwise . The 
q u e s t i o n has been p r e s e n t e d to the Board a s to how such t r a n s -
a c t i o n s should be r ega rded i n cases where the purchase and 
s a l e of Federa l r e s e r v e exchange i s accomplished by some 
method o t h e r than t h a t desc r ibed i n i t s 1928 r u l i n g . 
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- 2 -

A f t e r cons ide r ing t h i s ques t ion the Board i s of 
the opin ion t h a t a l l such t r a n s a c t i o n s should be c l a s s i -
f i e d i n accordance wi th the purpose to he e f f e c t e d and 
the p r i n c i p l e s involved r a t h e r than i n accordance wi th 
t h e mechanics of t h e i r accomplishment. Transac t ions of 
t h i s k i n d a re m a n i f e s t l y temporary loans n e g o t i a t e d f o r 
the purpose of avo id ing the n e c e s s i t y of r e d i s c o u n t i n g 
wi th the Federa l r e se rve hank or showing a d e f i c i e n c y in 
r e s e r v e s . The Board r u l e s , t h e r e f o r e , t h a t i n every such 
t r a n s a c t i o n whether e f f e c t e d by check, book e n t r i e s , wire 
t r a n s f e r s or o therwise , and r e g a r d l e s s of the method of 
repayment, the purchas ing member bank should show i t s r e -
s u l t i n g l i a b i l i t y to thfe s e l l i n g member bank as money 
borrowed and the s e l l i n g member bank should t r e a t the 
t r a n s a c t i o n as a l oan made. In us ing the Board ' s Form 
105 f o r r e p o r t of cond i t i on , the pu rchas ing member bank 
should show the l i a b i l i t y i n c u r r e d in any such t r a n s a c t i o n 
under " b i l l s payable and r ed i s coun t s " and the s e l l i n g mem-
ber bank should e n t e r the amount of the t r a n s a c t i o n under 
" l oans and d i s c o u n t s " . 

Very t r u l y yours , 

E. A. Young, 
Governor. 

AGENTS. 
TO AIL GOVERNORS AND FEDERAL RESERVE 
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C O P Y 
IN THE SUPREME COURT OF FLORIDA, 

JUNE TERM, A. D. 1929. 

DIVISION B. 

G. L. ED'TARDS, As Rece iver : 
Of Suwanee River Bank, a : 
Corpora t ion , : 

A p p e l l a n t , ; 

vs ; Hamilton County. 

W. B. LEWIS, t r a d i n g as : 
J a spe r Grocery Company, : 

Appel lee : 

DAVIS, Commissioner* 

The a p p e l l e e (complainant i n the cour t "below) f i l e d h i s amended "bill 

of complaint a g a i n s t the a p p e l l a n t and a l l e g e d i n substance t h a t he was the 

holder and owner of c e r t a i n checks drawn on the Suwanee River Bank; t h a t such 

checks were by him "depos i t ed i n the Commercial Bank of J a spe r " a f t e r "being 

indorsed "by him; t h a t they were forwarded by the Commercial Bank of Jasper f o r 

c o l l e c t i o n and r e m i t t a n c e to the B a r n e t t Nat ional Bank of J a c k s o n v i l l e ; t h a t 

the B a r n e t t Nat iona l Bank forwardted them f o r c o l l e c t i o n d i r e c t l y to the s a i d 

Suwanee River Bank, which sa id "bank charged to the accounts r e s p e c t i v e l y of 

the drawers of the s a i d checks, they having s u f f i c i e n t c r e d i t ba l ances on 

depos i t to pay them;, t h a t the s a i d Suwanee River Bank had a t the time of r e -

ce iv ing s a i d checks s u f f i c i e n t funds a v a i l a b l e to pay a l l of them and con-

t inued to have every day t h e r e a f t e r u n t i l the bank c losed s u f f i c i e n t funds 

"so a v a i l a b l e " ; t h a t the Suwanee River Bank forwarded to the Ba rne t t Nat ional 

Bank i t s check drawn on the A t l a n t i c Nat iona l Bank of J a c k s o n v i l l e i n sums 

s u f f i c i e n t to cover , and f o r the purpose of paying the proceeds from the 
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c o l l e c t i o n of the s e v e r a l checks depos i t ed "by the complainant wi th the 

Commercial Bank of J a s p e r , as wel l a s f o r o ther i tems t h a t might have been 

due the Ba rne t t Na t iona l Bank by the s a i d Suwanee River Bank; t h a t t he checks 

so depos i t ed by him had been d e l i v e r e d by the Suwanee Biver Bank to the r e -

spec t ive drawers of the same marked p a i d by i t ; t h a t the checks drawn by the 

Suwanee Biver Bank upon the A t l a n t i c n a t i o n a l Bank and forwarded t o the 

Ba rne t t Na t iona l Bank were not p a i d when p r e sen t ed , or a t any time t h e r e a f t e r ; 

t h a t the Suwanee Biver Bank suspended bus ines s and was i n s o l v e n t a t the time 

of making such c o l l e c t i o n s ; t h a t a t the time the Suwanee Biver Bank suspended 

b u s i n e s s , i t had i n i t s p o s s e s s i o n , custody and con t ro l cash i tems i n excess 

of amount of compla inan t ' s depos i t ; t h a t a r e c e i v e r was appointed to take 

charge of the a s s e t s of the Suwanee Biver Bank; t h a t a f t e r the Suwanee Biver 

Bank suspended b u s i n e s s , the Ba rne t t Nat iona l Bank charged to the account 

of the Commercial Bank of Jasper the amounts of the checks depos i t ed by the 

complainant; t h a t the checks depos i t ed by him were never r e t u r n e d to the 

complainant; t h a t he made demand upon the s a i d Receiver for t h e payment of 

the aggregate amount of the s a i d checks so depos i t ed by him as a p r e f e r r e d 

claim payable b e f o r e unsecured claims a g a i n s t the Suwanee Biver Bank were 

p a i d , which claim, though admit ted by the Receiver as a j u s t c la im, was de-

n ied and r e f u s e d to be considered as a p r e f e r r e d claim; t h a t i t was the cus-

tom and under s t and ing between the Commercial Bank of J a spe r and t h e Ba rne t t 

Nat iona l Bank, and between the s a i d Ba rne t t Nat ional Bank and the Suwanee 

River Bank, a t the time the s a i d checks were forwarded to the Suwanee River 

Bank fo r c o l l e c t i o n , t h a t the sa id Suwanee River Bank should remi t to the 

Barne t t Na t iona l Baak as the agent of the Commercial Bank of J a s p e r , the 
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amount of money c o l l e c t e d each day and the day the same was c o l l e c t e d ; t h a t 

there was no "understanding between the s a i d Ba rne t t Na t iona l Bank and the 

Suwanee River Bank t h a t the Ba rne t t Nat ional Bank should give any c r e d i t or 

allow the s a i d Suwanee River Bank any l a t i t u d e i n t h e time of r e m i t t i n g f o r 

s a i d checks sen t fo r c o l l e c t i o n ; t h a t the Ba rne t t Nat iona l Bank k e p t no 

account wi th the Suwanee River Bank jand had no c r e d i t "balance v i t h i t ; t h a t 

there were no r e c i p r o c a l or mutual accounts Of any k ind between the s a i d 

Ba rne t t Nat iona l Bank and the Suwanee River Bank; t h a t the a s s e t s h e l d "by 

the s a i d Receiver were impressed r i t h a t r u s t i n f avor of the complainant , 

and t h a t he i s e n t i t l e d to have h i s claim a g a i n s t the Receiver a l lowed as 

a p r e f e r r e d claim. 

The defendant demurrer to the "bill on the grounds: 

1 . That i t does not appear from the "bill of complaint t h a t the 

complainant i s ab le to t r a c e or l o c a t e any t r u s t fund . 

2 . That no agency i s shown to e x i s t between the complainant and the 

Suwanee River Bank. 

3 . That i t appears from the B i l l of Complaint t h a t the checks ^men-

t ioned t h e r e i n were sent to the Suwanee River Bank through more than one 

bank by the complainant i n the u s u a l course of bus iness and wi thou t any 

spec i a l i n s t r u c t i o n s r e l a t i v e to the c o l l e c t i o n and r emi t t ance of the 

proceeds t h e r e o f . 

4 . That i t appea r s from the a l l e g a t i o n s of the s a i d B i l l of Com-

p l a i n t t h a t the Complainant i s a genera l and not a p r e f e r r e d c r e d i t o r of 

the Suwanee R ive r Bank. 

5 . That i t appears from the a l l e g a t i o n s of s a i d b i l l of complaint 

tha t the proceeds of the checks ment ioned t h e r e i n become commingled and 

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



X-6463c 

- 4 -

unsepara ted from the funds of the Suwanee River Bank, and p a s s e d with 

such funds to the defendant , a s Receiver of s a id Bank. 

6. That i t appears from the a l l e g a t i o n s of s a i d B i l l of Complaint 

t h a t the t i t l e to the checks mentioned t h e r e i n and the proceeds t h e r e o f , 

passed to the Suwanee River Bank, and t h a t the r e l a t i o n , p r i n c i p a l and 

agent has ended. 

7 . That i t appears from the a l l e g a t i o n s of s a i d "bill of complaint 

t h a t i t was i n t ended t h a t the Suwanee River Bank make c o l l e c t i o n of the 

checks mentioned t h e r e i n , p l a c e the proceeds of such c o l l e c t i o n i n i t s 

own funds , and t h e r e a f t e r remi t the proceeds thereof i n the u s u a l course 

of b u s i n e s s . 

8 . That i t appears from the a l l e g a t i o n s of the b i l l of complaint 

t h a t the complainant d i d not s e l e c t the Suwanee River Bank a s i t s c o l l e c t i n g 

agency i n and about t h e mdking Of c o l l e c t i o n of s a i d checks . 

9 . That i t appears from the a l l e g a t i o n s of s a i d b i l l of complaint t h a t 

the Suwanee River Bank was s e l e c t e d to c o l l e c t t he tihecks mentioned t h e r e i n 

by knottier bank. 

10. That i t appears from the a l l e g a t i o n s of s a i d b i l l of complaint 

t h a t t h e complainant u sed the Commercial Bank of J a s p e r , F l o r i d a a s h i s 

c o l l e c t i n g agent i n and about c o l l e c t i n g proceeds of such checks mentioned 

t h e r e i n , and t h a t the Commercial Bank of J a s p e r , F l o r i d a , i n the u sua l and 

ord inary course of b u s i n e s s forwarded such checks to the B a r n e t t Na t iona l 

Bank of J a c k s o n v i l l e , F l o r i d a , f o r c o l l e c t i o n , and t h a t the s a i d Ba rne t t 

Nat ional Bank used the Suwanee River Bank as i t s c o l l e c t i n g agent f o r such 

i tems, and was a u t h o r i z e d to c o l l e c t and mingle funds coming from such c o l -

l e c t i o n wi th i t s own funds and t h e r e a f t e r remit to the; B a r n e t t National Bank 
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and. not to the compla inant . 

11. That the s a i d b i l l of complaint f a i l s to show f a c t s t h a t r a i s e 

the r e l a t i o n of the Suwanee Elver Bank from c r e d i t o r of the complainant 

to t h a t of T r u s t e e . 

12. That the s a i d "bill of complaint f a i l s to show t h a t the fund 

a r i s i n g from the c o l l e c t i o n of the checks mentioned t h e r e i n can "be t r a c e d 

and l o c a t e d i n the a s s e t s of the Suwannee River Bank. 

13. That s a i d b i l l of complaint shows t h a t i t was u sua l and customary 

f o r the Ba rne t t Na t iona l Bank, mentioned t h e r e i n , to forward to Suwannee 

River Bank i tems f o r c o l l e c t i o n a t White Spr ings , F l o r i d a , which usage 

and custom inc luded the checks mentioned i n the b i l l , and t h a t such Suwannee 

River Bank, by usage and custom, would mingle the proceeds of such i tems 

wi th i t s own funds and remi t to Ba rne t t Nat ional Bank a l l of such proceeds 

of such i tems, which mingl ing and usage and custom, shows t h a t no t r u s t or 

f i d u c i a r y r e l a t i o n ever e x i s t e d between the Suwannee River Bank and the 

complainant . 

14. That such b i l l of complaint shows t h a t the Ba rne t t Nat ional Bank, 

mentioned t h e r e i n , had no r i g h t to p r e f e r e n c e i n r e g a r d to the s u b j e c t ma t t e r 

of the b i l l f o r the r ea son t h a t i t occupied no t r u s t r e l a t i o n to the com-

p l a i n a n t . 

15. That the b i l l of complaint f a i l s to s t a t e any r e l a t i o n between 

the Complainant and t h e Suwannee River Bank through the Commercial Bank 

and the Ba rne t t Na t iona l Bank, both of which a r e mentioned t h e r e i n . 

16. That the f a c t t h a t the Barne t t Nat ional Bank, mentioned i n such 

b i l l of compla in t , d i d not a l low the Suwannee River Bank any time or l a t i -

tude i n r e m i t t i n g c o l l e c t i o n s made by the l a t t e r bank f o r the former bank, 
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did not c r e a t e any t r u s t r e l a t i o n between the complainant and the Suwannee 

River Bank. 

17. That the f a c t t h a t the Barne t t Nat ional Bank k e p t no account 

wi th the Suwannee River Bank d id not c r e a t e any t r u s t r e l a t i o n between the 

complainant and the Suwanee River Bank. 

18. That the c o l l e c t i o n of the checks mentioned i n the b i l l of com-

p l a i n t by the Suwannee River Bank from i t s customers, out of t h e i r accounts 

d id not a p p r e c i a t e , enhance or augment the funds coming i n t o the bank by 

reason of s a i d t r a n s a c t i o n . 

19. That s a i d b i l l f a i l s to show t h a t any of the funds and c r e d i t s 

of the Suwannee River Bank on hand a t the time i t c losed a r o s e from the 

t r a n s a c t i o n mentioned t h e r e i n . 

20. That s a i d b i l l f a i l s to t r a c e any of the funds a r i s i n g from the 

checks mentioned t h e r e i n i n t o the hands of the Suwannee River Bank a t t he 

time i t c l o s e d . 

21. That i t i s not shown by s a i d b i l l t h a t the monies and c r e d i t of 

the Suwannee R ive r Bank on hand a t the time i t c losed c o n s i s t e d of the 

funds a r i s i n g from t h e checks mentioned the reon . 

22. That i t i s now shown by s a i d b i l l t h a t the monies and c r e d i t s of 

the Suwannee River Bank on hand when i t c losed were enhanced or en la rged by 

the proceeds of the checks mentioned t h e r e i n or by e i t h e r or any of such 

checks. 

23. That s a i d b i l l shows t h a t t he re were o t h e r l i k e t r a n s a c t i o n s 

a f t e r the t r a n s a c t i o n s e t up t h e r e i n , which would be p r e f e r r e d i f the com-

p l a i n a n t ' s c la im was p r e f e r r e d , and does not show s u f f i c i e n t money on hand 

to pay a l l of such t r a n s a c t i o n s a s p r e f e r r e d claims.1 1 
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This demurrer was ove r ru l ed and from t h a t order defendant ap -

p e a l l e d . 

The f i r s t ques t i on which we should determine i s , "What r e l a t i o n -

ship was c r e a t e d "between the complainant and the Commercial Bank of J a s p e r , 

when the complainant indorsed and depos i t ed wi th the "bank t h e checks men-

t i oned i n t h i s b i l l . " If the checks "became the p r o p e r t y of the "bank and 

the r e l a t i o n of debtor and c r e d i t o r was c r e a t e d "between the "bank and the 

complainant, a s contended "by a p p e l l a n t , the "bill can not "be sus t a ined , 

and the complainant should "be r e l e g a t e d to h i s remedy a t law a g a i n s t the 

Commercial Bank of J a s p e r , or i t s agent , the Ba rne t t Na t iona l Bank of 

J a c k s o n v i l l e . 

The o rd ina ry r e l a t i o n e x i s t i n g "between a "bank and i t s customers 

i s simply t h a t of debtor and c r e d i t o r a t common law (1 Morse on Banks and 

Banking, 5 th Ed. p . 540; Bank v . Mi l l a rd , 10 Wall . 152, 19 L. Ed. 897; 

Engel v. 0 'Mai ley , 219 U. S. 138, 55 L. Ed. 128; Camp v . F i r s t Nat . Bank, 

44 F l a . 497, 33 So. 241; Miami v s . Shu t t e , 59 F l a . 462, 51 So. 929), and 

t h a t i s the law i n t h i s S t a t e a t the p r e s e n t t ime, when the depos i t con-

s i s t s of money. 

In Brown vs Peoples B. f o r S. of S t . August ine , 59 F l a . 163, 52 

So. 719, i n a we l l cons ide red opin ion by Mr. J u s t i c e W h i t f i e l d , i t was h e l d 

i n substance t h a t where a check payable i n another c i t y was indor sed i n 

blank and d e p o s i t e d wi th a bank to be c r e d i t e d to the d e p o s i t o r , r e c e i p t 

of the check by the bank pr ima f a c i e c a r r i e d t i t l e to the bank, and the 

r e l a t i o n of debtor and c r e d i t o r was e s t a b l i s h e d between the depos i to r and 

the bank by the d e p o s i t . By such an indorsement and d e l i v e r y of the check 

the depos i to r engaged t h a t on due p r e s e n t a t i o n the check would be pa id , 
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and i f not honored, and the necessary proceedings on such dishonor be duly 

taken he would pay the amount to the h o l d e r , and t h i s o b l i g a t i o n was d i s -

charged when the check was p a i d . Furthermore, t h a t the "bank of depos i t 

s e l e c t e d i t s own agent to c o l l e c t the debt f o r i t , and i f a f t e r payment of 

the check a l o s s r e s u l t e d the depos i to r was not l i a b l e f o r such l o s s . But 

the l e g i s l a t u r e i n 1909 enac ted a law tha t has been brought forward i n 

Sec t ion 6834, Compiled General Laws of F l a . , a s f o l l o w s : 

"When a check, d r a f t , note or o ther nego t i ab le i n s t r u -
ment i s depos i t ed i n a bank f o r c r e d i t , or f o r c o l l e c t i o n i t 
s h a l l be cons ide red due d i l i g e n c e on the p a r t of the bank i n 
the c o l l e c t i o n of any check, d r a f t , note or o the r n e g o t i a b l e 
ins t rument so depos i t ed , to forward en r o u t e the same wi thou t 
delay i n the u s u a l commercial way i n use accord ing to the 
r e g u l a r course of bus ine s s of banks, and the maker, i n d o r s e r , 
guarantor or s u r e t y of any check, d r a f t , note or o t h e r 
nego t i ab l e ins t rument so depos i ted , s h a l l be l i a b l e to the 
bank u n t i l a c t u a l f i n a l payment i s r ece ived , and when a bank 
r e c e i v e s f o r c o l l e c t i o n any check, d r a f t , no te or o t h e r 
nego t i ab le ins t rument and forwards the same f o r c o l l e c t i o n 
as h e r e i n p rov ided , i t s h a l l only be l i a b l e a f t e r a c t u a l 
f i n a l payment i s r e c e i v e d by i t , except in case of want of 
due d i l i g e n c e on i t s p a r t a s a fo re sa id . 1 1 

The l e g i s l a t i o n was r e f e r r e d to i n the Brown Bank case supra, 

but d id not a f f e c t i t because, the s t a t u t e was enac ted a f t e r the i n s t i t u t i o n 

of the a c t i o n . As s t a t e d i n the case j u s t r e f e r r e d t o , t h i s s t a t u t e "was 

m a n i f e s t l y des igned to change the e x i s t i n g r u l e . " I n the case of Montsdoca 

v . The Highland Bank & Trus t Co., 83 F l a . 158, 95 So. 666, t h i s Court i n 

an op in ion p r e p a r e d by Mr. J u s t i c e W h i t f i e l d , s t a t e d t h a t the s t a t u t e above 

quoted "makes the bank i n which a check i s depos i t ed f o r d e p o s i t or c o l l e c -

t i on l i a b l e only ' a f t e r f i n a l payment i s r e c e i v e d by i f u n l e s s i t i s 

neg l igen t i n i t s duty ' a cco rd ing to the r e g u l a r course of b u s i n e s s of banks ' " 

and t h a t t h e " s t a t u t e c o n t r o l s , and the d e c i s i o n i n Brown v s . Peoples Bank 

f o r Savings of S t . August ine, 59 F l a . 163, 52 So. Rep. 719, 52 L. R. 'A. (U .S . ) 
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608, i s not a p p l i c a b l e . " In o the r words, the s t a t u t e has changed the r u l e 

so t h a t now t h e r e l a t i o n s h i p of the depos i to r of commercial paper with h i s 

bank of d e p o s i t , even though the deposi t i a not f o r c o l l e c t i o n , i s i n the 

na ture of p r i n c i p a l and agen t , u n t i l such paper has been c o l l e c t e d and pay -

ment a c t u a l l y r e c e i v e d by the bank, i n which event , the depos i t o r becomes 

the c r e d i t o r of hi.s bank, the d e b t o r . 

The proceeds of the checks not having been a c t u a l l y r e c e i v e d by 

the Commercial Bank of J a s p e r , the r e l a t i o n s h i p of debtor and c r e d i t o r , 

a s a r e s u l t of the a l l e g e d d e p o s i t , did not come i n t o be ing . 

I t , t h e r e f o r e , becomes necessa ry f o r us to de,Pennine whether 

the Suwannee River Bank a f t e r charging the s a i d checks to the r e s p e c t i v e 

accounts of the drawers of same, h e l d such funds a s Trus tee f o r the com-

p l a i n a n t . 

In Fede ra l Reserve Bank of Richmond vs Malloy, r e p o r t e d i n 264 

U. S. 160, 68 L. Ed. 617, Malloy Bros, of Quitman, Qa. brought an a c t i o n 

a g a i n s t the bank to recover the amount of a check drawn to t h e i r order upon 

the Bank of Lumber Bridge, IT. C. The check was indorsed by the payees and 

depos i t ed wi th the P e r r y Banking Company of P e r r y , F l a . , f o r c o l l e c t i o n and 

c r e d i t . The check was indorsed and t r a n s m i t t e d by the P e r r y Banking Company 

to a bank i n J a c k s o n v i l l e , which, i n t u rn , i ndor sed and t r a n s m i t t e d i t on 

account of the A t l a n t a Fede ra l Reserve Bank to a bank i n A t l a n t a , Ga., and 

by the l a t t e r bank i t was sen t f o r c o l l e c t i o n to the Federa l Reserve Bank of 

Richmond. The Richmond bank s e n t i t wi th o t h e r checks to the Lumber Bridge 

Bank (d rawer ' s bank) f o r c o l l e c t i o n and r e t u r n . The Lumber Bridge Bank, i n 

due course, stamped i t "PAID" and charged i t to the account of the drawer and 

on the same day t r a n s m i t t e d to the bank a t Richmond i t s d r a f t on a bank i n 
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Greensboro, H. C. f o r the amount of the checks inc lud ing the one i n ques-

t i o n . The D r a f t was r e c e i v e d "by the Richmond "bank and was immediately 

sen t to the Greensboro Bank f o r payment and the same was not honored "be-

cause of i n s u f f i c i e n t funds to the c r e d i t of the Lumber Bridge Bank. These 

f a c t s a re r e c i t e d becau'se of t h e i r s i m i l a r i t y to the f a c t s i n the i n s t a n t 

case . The Supreme Court of the Uni ted Sta tes , had b e f o r e i t the F l o r i d a 

S t a t u t e quoted above and h e l d : "This S t a t u t e had the e f f e c t of impar t ing 

the 'Massachuse t t s ru le« i n t o the c o n t r a c t , wi th the r e s u l t t h a t the 

i n i t i a l bank had impl i ed a u t h o r i t y to e n t r u s t the c o l l e c t i o n of the check 

to a sub-agent and t h a t sub-agent , i n t u r n , to a n o t h e r " . In those s t a t e s 

i n which the s o - c a l l e d "Massachuset ts r u l e " has been fo l lowed, the cou r t s 

have h e l d t h a t the i n i t i a l bank by the mere f a c t of depos i t f o r c o l l e c t i o n , 

i s a u t h o r i z e d to employ sub-agents of the owner, who become d i r e c t l y r e -

spons ib le to him f o r t h e i r d e f a u l t . Federa l Reserve Bank of Richmond v . 

Malloy, 264 U. S. 160, 68 L. Ed. 617; 3 R. C. L. 622, 251. 

I n A t l a n t i c Nat ional Bank of J a c k s o n v i l l e v P r a t t , Rece iver , 95 

F l a . 822, 115 So. 635, t h i s c o u r t committed i t s e l f to the r u l e t h a t where 

one bank sends i tems f o r c o l l e c t i o n and remi t t ance to ano the r bank, and 

the c o l l e c t i n g bank makes c o l l e c t i o n from o ther banks or pe r sons , and r e -

mi t s to fo rward ing bank checks of c o l l e c t i n g bank on o the r banks f o r the 

amount c o l l e c t e d , bu t such checks a r e not p a i d i n due course because of the 

f a i l u r e of the c o l l e c t i n g bank a f t e r making the c o l l e c t i o n and a f t e r r e m i t -

t i n g i t s checks t h e r e f o r , but b e f o r e the checks of the c o l l e c t i n g bank a r e 

p a i d and t h e r e was no commingling of funds bjr consent and no r e c i p r o c a l a c -

counts or d e p o s i t s between the two banks, c o l l e c t i n g bank having an account 

with a ba lance to i t s c r e d i t w i th forwarding bank, but fo rward ing bank having 
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no account wi th c o l l e c t i n g "bank, forwarding "bank i s e n t i t l e d to a p r e f e r -

ence i n payment "by the Receiver of c o l l e c t i n g t ank f o r the c o l l e c t i o n s made. 

The A t l a n t i c Nat iona l Bank - P r a t t case was fo l lowed i n Tunni-

c l i f f e as Rece ive r , vs C i t i z e n s Nat . Bank & Tr. Co., 118 So. 319, 96 F l a . 

544. 

Applying the r u l e s t a t e d i n the P r a t t case , any bank r e c e i v i n g 

the checks of the complainant f o r c o l l e c t i o n and r emi t t ance under the 

impl ied a u t h o r i t y given to the Commercial Bank of J a s p e r when the depos i t 

was made, h e l d them as Agent and i n t r u s t f o r the Complainant, and when 

the c o l l e c t i o n s were made, the sums so c o l l e c t e d were impressed w i t h a 

t r u s t i n f a v o r of the Complainant. 

C e r t a i n l y , t h e r e i s no reason why t h i s r u l e may not "be invoked 

by an i n d i v i d u a l who t r a n s m i t s through banks f o r c o l l e c t i o n and r emi t t ance 

commercial paper owned by him, as wel l a s by a bank t h a t t r a n s m i t s such 

paper f o r such purpose , whether f o r i t s e l f a s owner o r a s agent f o r someone 

e l s e . 

The f a c t t h a t the checks t r a n s m i t t e d by the Ba rne t t Nat ional Bank 

to the Suwannee River Bank were drawn upon the l a t t e r did not change the 

s t a t u s of such bank a s an agent f o r c o l l e c t i o n and r e m i t t a n c e , and t h a t b e -

ing t rue a t r u s t r e l a t i o n s h i p e x i s t s . Federa l Reserve Bank of Richmond vs 

P e t e r s , 139 7a . 45, 123 S. E. 379, 42 A. L. R. 742; Bank of Pop la r B lu f f 

vs Millspaugh (MO) 275 S. W. 579, 281 S. W. 733, 47 A. L. R. 754; S t a t e 

Nat . Bank vs F i r s t Nat . Bank (Ark) 187 S. W. 673; Goodyear T i r e & Rubber 

Co. vs Hanover S t a t e Bank, 109 Kan. 772, 21 A. L. R. 677, 204 Pac . 992; 

Messinger vs C a r r o l l Tr & Sav. Bank, 193 Iowa 608, 187 N. W. 545; S t a t e 

vs Bank of Commerce, 6% Neb. 181. 52 L. R. A. 858; Kinney vs Pa ine , 68 Miss . 
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258, 8 So. 747, 

This i s not the r u l e i n a number of s t a t e s "but the r eason ing 

of the c o u r t i n Federa l Reserve Bank: vs P e t e r s , supra , and a l s o i n Bank 

vs Mil lspaugh, 281 S . W. 733, 47 A. L. R. 754, Federa l Reserve Bank of 

Richmond vs Malloy, supra , and the o the r cases c i t e d , appeal to us as 

"being sound. For dec i s ions pro and con see no tes i n 42 A. L. R. 754, 24 

A. L. R. 1152 and 47 A. L. R. 761. 

The mingl ing of t r u s t money wi th t h a t of the Trus tee does not 

d e f e a t the owner ' s t i t l e "because t h e r e i s no way to i d e n t i f y money. This 

cou r t does no t agree t o a contention, t h a t a commingling of the proceeds of 

the checks w i th the funds of the Suwannee River Bank a l t e r e d the p o s i t i o n 

of Complainant. Such mingl ing of funds extended the t r u s t t o a l l the 

funds of the bank. Federa l Reserve Bank vs P e t e r s , and o the r c i t a t i o n s 

supra . See a l s o Glidden vs Gu te l iu s , 119 So. Rep. 140. 

The a l l e g a t i o n s of the b i l l t h a t a re wel l p l eaded "being admi t t ed 

"by the demurrer , and "being of the opinion tha t i t s t a t e s a case f o r e q u i t a b l e 

r e l i e f , the demurrer was p r o p e r l y ove r ru l ed and the o rder of the lower cour t 

should "be a f f i r m e d , wi th d i r e c t i o n s t h a t i t p roceed i n accordance with the 

views h e r e i n exp re s sed . 

PER CURIAM. 

The r eco rd i n t h i s cause having been cons ide red by the Court , and 

the fo rego ing op in ion p r e p a r e d under Chapter 14553, Acts of 1929, adopted by 

the Court as i t s Opinion, i t i s considered, ordered and ad judged by the Court 

t h a t the o rder of the Court below should be, and the same i s hereby a f f i r m e d , 

wi th d i r e c t i o n s f o r a p p r o p r i a t e p roceed ings . 

TERRELL, C . J . WHITEIELD, ELLIS, STRUM, BROWN ABB BUFORD, J J . , concur . 
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FEDERAL RESERVE BOARD 

COMMITTEE APPOI 'JTi/IElITS EFFECTIVE JA2IUARY 1, 1930. 

EXECUTIVE: 
Mr. Young, Chairman, 
Mr. P i a t t 
Mr. Hamlin 1 s t qua r t e r 
Mr. Mi l l e r 2nd " 
J r . James 3rd " 
Mr. Cunningham 4 t h " 

DISTRICT COMMITTEES: 

Boston: 
Mr. Hamli n , Chai rman, 
Mr. P i a t t 

New York: 
Mr. P i a t t , Chairman, 
Mr. Young 

LAW: 
Mr. Hamlin, Chairman, 
Mr. P i a t t 

P h i l a d e l p h i a : 
Mr. M i l l e r , Chai rman, 
Mr. P i a t t 

EXAMINATION: 
Mr. P i a t t , Chai rman, 
Mr. Cunningham 

Cleveland: 
Mr. Po l e , Chairman, 
Ivlr. Hamlin 

RESEARCH AHD STATISTICS: 
Mr. M i l l e r , Chairman, 
Mr. Cunningham 

SALARIES AMD EXPENDITURES OF 
FEDERAL RESERVE BAMS: 

Mr. James, Chairman, 
Mr. P i a t t 

Richmond: 
Mr. Hamlin, Chairman, 
Mr. Cunningham 

A t l a n t a : 
Mr. James, Chairman, 
Mr. Pole 

Chicago: 
Mr. Cunningham, Chairman, 
Mr. Mi l l e r 

S t . Lou is : 
Mr. James, Chairman, 
Mr. Hamlin 

Minneapol is : 
Mr. Cunningham, Chairman, 
Mr. Mi l l e r 

Kansas Ci ty : 
Mr. Cunningham, Chairman, 
Mr. Young 

Da l l a s : 
Mr. P i a t t , Chairman, 
Mr. James 

San Franc i sco : 
Mr. M i l l e r , Chairman, 
Mr. James 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-5465 

January 3, 1930. 

SUBJECT: S t a t e Member Banks Hot Examined Daring 
the Pas t Year. 

Dear S i r : 

This i s to r eques t t h a t you f u r n i s h the 
Federa l Reserve Board, as soon as p o s s i b l e , wi th 
a l i s t of S t a t e member banks i n your D i s t r i c t , i f 
any, which were not examined dur ing the year 1929 
e i t h e r by the S t a t e a u t h o r i t i e s or your own exam-
i n i n g f o r c e . 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO AIL EEEEEAL EESERVE ASSETS. 

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



FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6468 

January 4, 1930. 

SUBJECT: C a p i t a l Stock Holdings of Member Banks. 

Dear S i r ; 

I n o rde r t h a t the r e c o r d s of the Board 
and those of t h e Fede ra l r e s e r v e banks nay be 
checked as r e g a r d s the c a p i t a l s t ock h o l d i n g s of 
member banks, i t i s r e q u e s t e d t h a t i n s u b m i t t i n g 
your c e r t i f i c a t e s of i n c r e a s e and dec rease of 
c a p i t a l s t o c k f o r the p a s t s i x months, you f u r n -
i s h a l i s t of your member banks showing the number 
of s h a r e s h e l d by each a s of c l o s e of b u s i n e s s 
December 51, 1929. 

Very t r u l y you r s , 

J . C. IToell, 
A s s i s t a n t S e c r e t a r y . 

TO ALL F . E . AGENTS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 6 4 7 2 
THE FEDERAL RESERVE BOARD 

J a n u a r y 8 , 1930, 

SUBJECT: H. R. 7966 

Dear S i r ; 

By d i r e c t i o n of the Board, I am e n c l o s i n g h e r e -
wi th copy of H. B. 7966, which has been i n t r o d u c e d in the 
House of R e p r e s e n t a t i v e s by Chairman McFadden, of t h e 
Committee on Banking and Currency, and which i s s e l f - , 
e x p l a n a t o r y . 

The Board would a p p r e c i a t e r e c e i v i n g a t an e a r l y 
d a t e your comments on t h e v a r i o u s p r o v i s i o n s of t h e b i l l . 
We w i l l be g l ad to f u r n i s h you wi th a l i m i t e d number of 
e x t r a c o p i e s of t h e b i l l , i f des i r ed . . 

Very t r u l y y o u r s , 

E. M. McCle l land , 
A s s i s t a n t Sec re ta ry . . 

To a l l Governors and Chairmen. (Ho e x t r a c o p i e s ) 
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STATEMENT OF BUREAU CP ENGRAVING AND HUNTING 

Federa l Reserve Notes, S e r i e s 1928 

December 2 to 31, 1929. 
To ta l O

 
i—1 v20 V.50 §100 s h e e t s Amount 

,000 200 ,000 50,000 8,000 408 ,000 $36,516.00 
New York . . . ,000 100 ,000 - 10,000 10,000 220 ,000 19,690.00 
P h i l a d e l p h i a . . 40 ,000 40 ,000 — - - 80 ,000 7,160.00 
Richmond . . . . 50 ,000 50 ,000 - - - 100 ,000 8,950.00 
Chicago . . . 200 ,000 - 20,000 6,000 226 ,000 20,227.00 
S t . Louis . . . 100 ,000 50 ,000 —' . - - 150 ,000 13,425.00 
Minneapol is . . . 50 ,000 - — - 50 ,000 4 ,475.00 
Kansas C i t y . . . 50 ,000 50 ,000 - — - 100 ,000 8,950.00 

540 ,000 690 

! II 50,000 38,000 16,000 1,334,000 $119,393.00 

1 ,334, 000 s h e e t s , s .>89 .50 \ )er M, . $119,393.00 

Credi t a p p r o p r i a t i o n s , 1930, as f o l l o w s : 
Compensation of Employees, B. E. & P. 
P l a t e P r i n t i n g , B. E . & P. 
M t l s . & Misc. Expenses; B. E. & P. 

$62,964.80 
27,186.92 
29,241.28 

Bureau of Engraving and P r i n t i n g : 
(Signed) C• R. Long 

A s s i s t a n t D i r e c t o r . 
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FEDERAL RESERVE BOARD 

WASHINGTON 
X-6476 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January 15, 1930. 

Dear S i r ; 

There i s enclosed, herewi th s ta tement i n the amount of 
$7 ,682.87, submi t ted by Honorable Newton D. Baker, covering h i s 
f e e and expenses i n connect ion wi th the t r i a l be fo r e the Uni ted 
S t a t e s C i r c u i t Court of Appeals, of the case of Frank G. Baichle 
v . Federa l Reserve Bank of New York. This s ta tement has been ap-
proved by the Federa l Reserve Board and the D i r e c t o r s of the 
Federa l Reserve Bank of Hew York and has been p a i d by the New York 
Bank. 

Mr. B a k e r ' s s e r v i c e s i n t h i s case were a u t h o r i z e d as a 
System mat t e r and i t i s , t h e r e f o r e , r eques t ed t h a t each Federa l 
r e s e r v e bank remi t to the Federal Reserve Bank of New York i t s 
p ro r a t a share of the expense (based on c a p i t a l and su rp lu s a s of 
December 31, 1929) a s fo l lows : 

Boston $ 571. 92 
New York 2 ,526 . 63 
P h i l a d e l p h i a 744. 98 
Cleveland 767. 98 
Richmond 318. 50 
A t l a n t a 278. 58 
Chicago 1 ,031. 00 
S t . Louis 276. 93 
Minneapolis 175. 54 
Kansas City 230. 67 
Dal las 229. 64 
San Franc isco 530. 50 

Total $7,682. 87 

By d i r e c t i o n of the Federa l Reserve Board. 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 

TO GOVERNORS OF ALL F. B. BANKS EXCEPT NEW YOKE 
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COPY X-6476-a 

BAKER, H0ST3TL3R & SIDLO 
Counsel lors a t Law 

Union T ius t Bui ld ing 
Cleveland. 

Fede ra l Reserve Bank of Hew York, 

New York Ci ty January 4, 1930. 

1929 

Fel). 22 To p r o f e s s i o n a l Services i n the m a t t e r of Federa l 

to Reserve Bank of Hew York v s . Frank G. Raich le i n 

Aug. 12, the Uni ted S t a t e s C i r c u i t Court of Appeals - - $7,500.00 
i n c l u s i v e 

Disbursements: 

May 14 P r i n t i n g 50 copies of Br ief f o r 
Respondent $103.71 

15-16 Expenses (Mr. Baker) t r i p to 
Hew York 77.95 

Two te legrams 1 .21 182.87 

$7,682.87 
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X-6477 

F E D E R A L R E S E R V E B O A R D 

SIATElffiHT FOR THE PRESS 

Washington, D. C. January 15, 1930. 
For r e l e a s e a t 3 :00 P.M. 

The Fede ra l Reserve Board announces t h a t the Federa l 

Reserve Bank of P h i l a d e l p h i a has e s t a b l i s h e d a r e d i s c o u n t r a t e 

of 4 l / 2 $ on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

January 16, 1930. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6478 

January 15, 1930. 

Dear S i r ; 

There i s a t t a c h e d h e r e t o copy of a l e t t e r 
"being addressed to one of the Federal r e s e r v e a -
gen t s , r u l i n g t h a t a member "bank i s not e n t i t l e d 
to subsc r ibe f o r a d d i t i o n a l Federa l r e s e r v e "bank 
s tock on account of an inc rease i n i t s c a p i t a l , 
u n l e s s the amount of Federa l r e s e r v e "bank s tock 
which i t ho lds a t the time i s l e s s than s i x pe r 
cent of i t s combined c a p i t a l and s u r p l u s . 

Very t r u l y yours , 

3 . M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO ALL FEDERAL RESERVE AGENTS EXCEPT BOSTON 

Enc losure . 
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COPY X-6478-a 

January 15, 1930. 

Dear S i r ; 

Receipt i s acknowledged of your l e t t e r of December 23rd, 
wi th r e f e r e n c e to the amount of Federa l r e s e r v e "bank s tock to 
which the may he e n t i t l e d to subsc r ibe on account 
of an i n c r e a s e of i t s c a p i t a l . I t appears t h a t , a s a r e s u l t 
of c e r t a i n c o n s o l i d a t i o n s by the wi th o the r banks, 
t h i s bank ho lds Fede ra l r e s e r v e bank s tock i s s u e d upon the 
b a s i s of su rp lus accounts which have s ince been reduced w i t h -
out the sur render of a corresponding amount of Federa l r e se rve 
hank s t o c k . The c a p i t a l of the has now been i n -
c r e a s e d and t h i s bank d e s i r e s to subsc r ibe f o r a d d i t i o n a l 
Federa l r e s e r v e bank s tock on account of such i n c r e a s e wi thout 
any r e d u c t i o n on account of the r e d u c t i o n s of su rp lus which 
have taken p l a c e . I t f u r t h e r appears t h a t the amount of Fed-
e r a l r e s e r v e bank s tock now h e l d by t h i s "bank i s a t l e a s t 
equal to 6$ of i t s p r e s e n t c a p i t a l and s u r p l u s . You i n q u i r e 
whether the i s e n t i t l e d to subsc r ibe f o r a d d i t i o n a l 
Fede ra l r e s e r v e bank s tock on account of the i n c r e a s e i n i t s 
c a p i t a l wi thout t ak ing i n t o account the r educ t i ons which have 
been made. in i t s s u r p l u s . 

You a r e adv i s ed t h a t , under these c i rcumstances , the 
i s not e n t i t l e d to subscr ibe f o r any a d d i t i o n a l 

Fede ra l r e s e r v e bank s tock on account of the i nc r ea se in i t s 
c a p i t a l . In o the r words, a member bank i s not e n t i t l e d to 
subsc r ibe f o r a d d i t i o n a l Federal r e se rve bank s tock on account 
of an inc rease i n i t s c a p i t a l u n l e s s the amount of Federa l r e -
se rve bank s tock which i t ho lds a t the time i s l e s s than 6$ 
of i t s combined c a p i t a l and s u r p l u s . lEhis p r i n c i p l e should 
be a p p l i e d to any s i m i l a r cases which come to your a t t e n t i o n . 

By Order of the Federa l Reserve Board. 

Yours very t r u l y , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6481 

January 17, 1930 

SUBJECT: Holidays dur ing February, 1930. 

Dear S i r : 

On. Wednesday, February 12th , L i n c o l n ' s b i r t h d a y , 
t h e r e w i l l be n e i t h e r Gold IVmd nor Federa l r e se rve 
no te c l e a r i n g , and the books of the Board w i l l be 
c l o s e d . For your i n f o r m a t i o n , the o f f i c e s of the 
Board and the fo l lowing Federa l r e se rve banks and 
branches w i l l be open f o r bus iness on t h a t day: 

Boston A t l a n t a S t . Louis 

On Sa turday , February 22nd, Washington's b i r t h d a y , 
the o f f i c e s of the Board and a l l Federa l r e se rve banks 
and branches w i l l be c l o s e d . 

On Monday, February 24 th , the Havana Agency of 
the Federa l Reserve Bank of A t l a n t a w i l l be c losed 
i n observance of the Anniversary of the Revolut ion 
of B a i r i . 

P l e a s e n o t i f y b ranches . 

New Orleans 
Birmingham 
J a c k s o n v i l l e 
Havana Agency 

L i t t l e Rock 
Richmond 

Bal t imore 
C h a r l o t t e 

Kansas City 
Oklahoma Ci ty 

Very t r u l y yours 

J . C. Noel l , 
A s s i s t a n t S e c r e t a r y 

TO GOVERNORS OF ALL F. R. BANKS. 

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



FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL. CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6484 

January 23, 1930. 

SUBJ3CT: Open Market Procedure . 

Dear S i r : 

This l e t t e r i n v i t e s the a t t e n t i o n of your "bank to 
changes which the Federa l Reserve Board, a f t e r p ro longed con-
s i d e r a t i o n of the ma t t e r , has concluded should "be made i n the 
e x i s t i n g procedure governing open market o p e r a t i o n s . 

I t may he r e c a l l e d t h a t i t was i n A p r i l , 1923, t h a t 
the p r e s e n t p rocedure wi th r ega rd to open market o p e r a t i o n s was 
adopted . In the p reced ing year many of the r e se rve hanks, i n 
order to m a i n t a i n p o r t f o l i o s of ea rn ing a s s e t s , e n t e r e d the mar-
k e t on t h e i r own sepa ra t e accounts to purchase Uni ted S t a t e s 
Government s e c u r i t i e s , wi thout much r ega rd to the e f f e c t s of 
t h e i r o p e r a t i o n s on the market f o r Government s e c u r i t i e s or on 
c r e d i t c o n d i t i o n s . I t was found necessary , i n consequence, to 
g ive to open market o p e r a t i o n s a s t a t u s which recogn ized t h e i r 
c r e d i t e f f e c t s and economic consequences and a l s o t h e i r e f f e c t s 
on the p o s i t i o n of each Federa l r e s e r v e hank. 

A copy of the Board ' s r e s o l u t i o n con ta in ing an o u t l i n e 
of the procedure adopted i n 1923 i s herewi th enc losed . Under 
t h i s procedure the p r i n c i p l e governing open market ope ra t i ons 
was d e f i n e d and i t s a p p l i c a t i o n and p r a c t i c e l e f t to a Committee 
c o n s i s t i n g of f i v e r e s e r v e banks a c t i n g under the genera l super-
v i s i o n of the Federa l Reserve Board. 

The p r i n c i p l e was s t a t e d as f o l l ows ; 

"That the time, manner, c h a r a c t e r and volume of 
open market inves tments purchased hy Federal r e s e r v e 
banks be governed wi th pr imary r e g a r d to the accommo-
d a t i o n of commerce and bus iness , and to the e f f e c t of 
such purchases or s a l e s on the genera l c r e d i t s i t u a -
t i o n . " 

The f i v e banks c o n s t i t u t i n g the Open Market Investment Committee 
were the f o l l o w i n g : 

Federa l Reserve Bank of Boston 
Federa l Reserve Bank of New York 
Federa l Reserve Bank of P h i l a d e l p h i a 
Federa l Reserve Bank of Cleveland 
Federa l Reserve Bank of Chicago. 
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Although the n e c e s s i t y of g iv ing to open market opera-
t i o n s a System s t a t u s was recognized i n 1923, i t was not then 
f o r e s e e n how much use would he made of the open market o p e r a t i o n 
as an ins t rument of Federal r e s e r v e c r e d i t p o l i c y . As a mat te r 
of f a c t , f r e q u e n t r e s o r t has "been taken to open market o p e r a t i o n s -
e i t h e r by purchase or s a l e of Uni ted S t a t e s Government s e c u r i t i e s -
as a mode of p o l i c y i n the f i v e yea r s fo l l owing the 1923 a r r a n g e -
ment s . 

The exper ience of t h i s p e r i o d shows t h a t the open market 
o p e r a t i o n , when invo lv ing o ther than t r i f l i n g amounts, may be of 
f i r s t - r a t e importance i n a l t e r i n g c r e d i t c o n d i t i o n s even when 
viewed on a n a t i o n a l s c a l e . 

I t i s not s u r p r i s i n g , t h e r e f o r e , t h a t sugges t ions should 
have been made t h a t the System c h a r a c t e r of open market ope ra t i ons 
should be f u l l y recognized by having a l l twelve Federa l r e s e r v e 
banks, i n s t e a d of f i v e a s a t p r e s e n t , r e p r e s e n t e d i n the shaping 
of open market p o l i c y . Views to t h i s e f f e c t have been expressed 
i n f o r m a l l y by r e s e r v e banks not inc luded in the e x i s t i n g se t -up , 
and fo rma l ly by the Federa l Advisory Council i n the f o l l o w i n g recom-
mendation adopted i n September, 1928: 

"The Federa l Advisory Council wi thout 
any i n t e n t i o n of c r i t i c i s i n g the p r e s e n t 
arrangements bu t in order t h a t a l l governors 
of the Federa l r e s e r v e banks may p a r t i c i p a t e 
i n the d i scuss ions l e a d i n g up to a c t i o n s of 
the Open Market Committee sugges t s to the 
Federa l Reserve Board to cons ider the a d v i s -
a b i l i t y of having the membership of the Open 
Market Committee c o n s i s t of a l l the governors 
of the Federa l r e se rve banks wi th an execut ive 
committee composed of f i v e members wi th f u l l 
power to a c t . " 

For the reasons b r i e f l y s e t f o r t h above, the Board has 
drawn up a r e v i s i o n of the 1923 open market procedure , which em-
bodies a f u l l e r r e c o g n i t i o n of the j o i n t i n t e r e s t and r e s p o n s i -
b i l i t y of the Fede ra l r e s e r v e banks and the Federa l Reserve Board 
in the ma t t e r of open market p o l i c y . The elements of t h i s p r o -
cedure a r e con ta ined i n a memorandum adopted by the Fede ra l Reserve 
Board r e a d i n g a s f o l l o w s : 

" ( l ) The Open Market Investment Committee, as a t p r e s e n t 
c o n s t i t u t e d , to be d i scon t inued and a new committee, to be known 
as the Open Market P o l i c y Conference, to be s e t up i n i t s p l a c e . 

(2) Bach Federa l r e se rve bank to be r e p r e s e n t e d on the 
Open Market Po l i cy Conference. 
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(3) The Conference to meet wi th the Federa l Reserve Board, 
a t such t imes as nay "be ar ranged "by or wi th the Board. 

(4) The f u n c t i o n of the Open Market P o l i c y Conference to "be 
to cons ide r , develop and recommend p l a n s wi th r e g a r d to the p u r -
chase or s a l e of s e c u r i t i e s i n the open market . 

(5 ) The t ime, c h a r a c t e r and volume of such purchases and 
s a l e s to he governed wi th the view of accommodating commerce and 
"business and wi th r e g a r d to t h e i r "bearing upon the c r e d i t s i t u a -
t i o n . 

(6) The conc lus ions and/or recommendations of the Open 
Market P o l i c y Conference to "be submit ted to each of the Federa l 
r e se rve "banks and to the Federa l Reserve Board f o r c o n s i d e r a t i o n 
and/or a c t i o n . 

(7 ) A committee to "be known as the Open Market Execut ive 
Committee to be c o n s t i t u t e d f o r the purpose of execu t ing such 
purchases and s a l e s of s e c u r i t i e s a s have been approved by Fed-
e r a l r e s e r v e banks and the Federa l Reserve Board." 

Such f u r t h e r working arrangements as may be found neces-
sary to make the above o u t l i n e d p l a n o p e r a t i v e w i l l , i n the opin ion 
of the Board, b e s t be determined by the Conference i t s e l f when i t 
i s o rgan ized . 

The Board b e l i e v e s t h a t the above procedure con t a in s the 
e s s e n t i a l s of a workable p l a n designed to give exp re s s ion to the 
common i n t e r e s t of the Federa l r e se rve banks i n m a t t e r s of open 
market p o l i c y and to p rov ide a reasonab le and p r a c t i c a b l e method 
f o r j o i n t a c t i o n . A f t e r your bank has had time t o cons ide r the 
p l a n , the Board w i l l welcome ah express ion of your views. 

By order of the Federa l Reserve Board. 

Very t r u l y yours , 

E . M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

20 CHAIRMEN OF LLL F. R. BANKS. 
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RESOLUTION'S APPROVED BY FEDERAL RESERVE BOARD AT 
MEETING- ON MARCH 22, 1923. 

"Whereas the Federal Reserve Board, under the powers given i t 
in Sec t ions 13 and 14 of the Federa l Reserve Act , has a u t h o r i t y to 
l i m i t and o the rwise determine the s e c u r i t i e s and inves tments purchased 
by Fede ra l r e s e r v e banks; 

Whereas the Federa l Reserve Board has never p r e s c r i b e d any l i m i t a -
t i o n upon open market purchases by Federa l r e s e r v e banks; 

Whereas the amount, t ime, c h a r a c t e r , and manner of such purchases 
may e x e r c i s e an important i n f l u e n c e upon the money market; 

Whereas an open market investment p o l i c y f o r t h e twelve banks 
composing the Federa l r e s e r v e system i s necessa ry i n the i n t e r e s t of 
the maintenance of a good r e l a t i o n s h i p between t h e d i scoun t and p u r -
chase o p e r a t i o n s of the Federa l r e s e r v e banks and t h e g e n e r a l money 
market; 

Whereas heavy inves tments i n United S t a t e s s e c u r i t i e s , p a r t i c u -
l a r l y s h o r t - d a t e d c e r t i f i c a t e i s s u e s , have occasioned embarrassment to 
the Treasury in a s c e r t a i n i n g the t r u e cond i t ion of t h e money and i n v e s t -
ment markets from time to t ime, 

THEREFORE, Be I t Resolved, That the Federa l Reserve Board, in the 
e x e r c i s e of i t s powers under the Federa l Reserve Act , l a y down and adopt 
the fo l l owing p r i n c i p l e s with r e s p e c t to open market investment o p e r a t i o n s 
of t h e Fede ra l r e s e r v e banks, t o - w i t ; 

(1) That the t ime, manner, c h a r a c t e r , and volume of open market 
inves tments purchased by Federa l r e s e r v e banks be governed wi th primary 
r e g a r d to t h e accommodation of commerce and b u s i n e s s and to the e f f e c t 
of such purchases or s a l e s on the genera l c r e d i t s i t u a t i o n . 

(2) That i n making the s e l e c t i o n of open market pu rchases , c a r e -
f u l r e g a r d be always given to t h e b e a r i n g of purchases of Uni ted S t a t e s 
Government s e c u r i t i e s , e s p e c i a l l y t h e s h o r t - d a t e d i s s u e s , upon the mar-
ke t f o r such s e c u r i t i e s , and t h a t open market purchases be p r i m a r i l y 
commercial inves tments , except t h a t Treasury c e r t i f i c a t e s be d e a l t i n , 
as a t p r e s e n t , under s o - c a l l e d "Repurchase" agreement. 

Be I t Fu r the r Resolved, That on and a f t e r Apr i l 1, 1923, t h e 
p r e s e n t Committee of Governors on C e n t r a l i z e d Execution of Purchases 
and Sa les of Government S e c u r i t i e s be d i s con t inued , and be superseded 
by a new committee known as the Open Market Investment Committee f o r 
the Fede ra l Reserve System, s a i d Committee to c o n s i s t of f i v e r e p r e -
s e n t a t i v e s fnom the r e se rve banks and to be under the g e n e r a l super -
v i s i o n of the Federa l Reserve Board.;, and t h a t i t be the duty of t h i s 
Committee to dev i se and recommend p l a n s f o r the pu rchase , s a l e and 
d i s t r i b u t i o n of the open market purchases of t h e Federa l r e s e r v e 
banks in accordance with t h e above p r i n c i p l e s and such r e g u l a t i o n s 
as may from time to time be l a i d down by the Fede ra l Reserve Board." 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X - 6 4 ' 8 5 

January 25, 1930. 

SUBJECT? Expense, Main Line , Leased Wire System, 
December, 1929. 

Dear S i r : 

Enclosed herewi th you w i l l f i n d two mimeo-
graph s t a t emen t s , X-6485-a. and X-6485-b, cover ing in 
d e t a i l oDerat ions of the main l i n e , Leased Wire Sys-
tem, dur ing the month of December, 1929. 

P l ea se c r e d i t the amount oaya"ble "by your 
"bank in the gene ra l account , Treasure r , U« S . , on 
your "books, and i s sue C/D Form 1, Nat ional Banks, f o r 
account of " S a l a r i e s and Expenses, Federa l Reserve 
Board, Spec ia l Fund", Leased Wire System, sending 
d u p l i c a t e C/D to the Federa l Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

Enc losu re s . 

TO GOVERNORS OF ALL F. R. BANKS EXCEPT CHICAGO. 
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REPORT SHOWING CLASSIFICATION AND miMEER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF DECEMBER, 1929. 

X-64S5-a 

Bus iness Words sent by Net Federal Percen t of t o t a l 
r epor t ed New York charge- Reserve bank bus iness (* ) 

by able to other Bank 
From banks F. R. Banks ( l ) bus iness 

Boston 30,422 2,119 32,541 3.26 
New York 173,469 - 173,469 17.38 
P h i l a d e l p h i a 37,309 1 ,905 39,214 3 ,93 
Cleveland 90,672 2,599 93,271 9 .35 
Richmond 61,776 2 ,660 64,436 6 .46 
A t l a n t a 65,554 5,824 7i ,37S 7.15 
Chicago 119,114 3,226 122,340 12.26 
St . Louis 79,075 3,153 82,228 8.24 
Minneapolis 36,076 2,903 38,979 3.90 
Kansas City 81,285 1,422 82,713 8.29 
Dal las 75,971 11,223 87,194 8.74 
San Francisco 106,521 3,667 110,188 11.04 

Tota l 957,244 40,707 997,951 • 100.00 

F. R. Board bus iness . . . 257.601 1,255,552 

Treasury Department bus iness - Incoming and outgoing 345.273 

Tota l words t r ansmi t t ed over main l i n e s ; 1 ,600,825 

(*) These percentages used in c a l c u l a t i n g the -pro r a t a share of leased wire expense as shown 
on t h e accompanying statement (X-6485-h) 

( l ) Number of words sent by New York to o t h e r ' F . R. Banks f o r t h e i r so le b e n e f i t charged to 
banks ind ica ted in accordance with ac t ion taken at Governors' Conference 

November 2 - 4 , 1925. 
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REPORT OF EXPENSE MAIN LINE X-64S5~b 
FEDERAL RESERVE LEASED WIRE SYSTEM, DECEMBER, 1929. 

Pro Rata Payable to 
Share of Federa l 

Opera tors ' Operators1 Wire Tota l Tota l Reserve 
Name of Bank S a l a r i e s Overtime Rental Exoenses Expenses Cred i t s Board 

Boston $ 260.00 $ - $ - $ 2S0.00 $ 599.54 $ 260.00 $ 339.54 
New York 1,004.62 - 1,004.62 3,196.29 1,004.62 2,191.67 
Ph i l ade lph i a 225.00 - - 225.00 722.75 225.00 497.75 
Cleveland 306.66 - - 306.66 1,719.52 306.66 1,412.86 
Richmond 190.00 • — 230.00(&) 420.00 1,182.04 420.00 768.04 
A t l . n t a 270.00 — 270.00 1 ,314.93 270.00 1,044.93 
Chicago 4,045.47 (#) 4.00 - 4,049.47 2,254.69 4,049.47 1,794.72 (*) 
St. Louis 205.00 8.00 — 213.00 1,515.39 213.00 1,302.39 
Minneapolis 183.66 — - 183.66 717.24 183.66 533.55 
Kansas City 287-50 - - 287.50 1,524.58 287.50 1,237.08 
Dal las 251.00 1.50 - 252.50 1,607.34 252.50 1,354.84 
San Francisco 380.00 — - 380.00 2 ,030.33 38Q.00 1 ,650.33 
Federa l Reserve Board - — 15,595.59 15,595.59 - - — 

Tota l $7,608.91 $ 13.50 $15,825.59 $23,448.00 
5,057.36 

$18,390.64 

$18,390.64 
(a) 

$7,852.41 $12,333-01 
1 .794.78 (b) 

$10,538.23 
(&) Main, l i n e r e n t a l , Richmond.-Washington. 
(#) Includes s a l a r i e s of Washington ope ra to r s . 
(*) Cred i t . 
(a ) Received$5,057'3G from Treasury Department covering "business f o r the month of December, 1929. 
(b) Amount reimbursable to Chicago. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6487 

January 28, 1930. 

SUBJECT; Branches of Nat ional Banks. 

Dear S i r : 

There i s a t t a c h e d h e r e t o , for* your informa-

t i o n , copy of an opinion r e c e n t l y rendered, by the 

At torney General, wi th regard to the branches which 

may be main ta ined by a na t i ona l bank formed as a r e -

s u l t of a convers ion of a S t a t e bank or of a c o n s o l i -

d a t i o n between a S t a t e and a n a t i o n a l bank. 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 

TO THE CHAIRMEN Aim GOVERNORS OF ALL F. B. BAMS. 
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DEPAHTMMT 03? JUSTICE, 

Washington. 

December 23, 1929 

S i r : 

I have the honor to r e p l y to your l e t t e r of August 6, 

1929, wherein you s t a t e t h a t the Comptroller of the Currency 

has b e f o r e him the a p p l i c a t i o n of a S t a t e bank, ope ra t ing i n 

a town of s l i g h t l y under one hundred thousand p o p u l a t i o n , to 

conver t i n t o a n a t i o n a l bank, and t h a t s a id S t a t e bank i s now 

ope ra t ing th ree b ranches , one of which was e s t a b l i s h e d subsequent 

to the passage of the Act of February 25, 1927, known as the 11 Mc~ 

Fadden Act" . You r eques t to be advised (a) whether the branch 

e s t a b l i s h e d subsequent to February 25, 1927, mast be d i scon t inued 

upon conversion of the S t a t e bank i n t o a n a t i o n a l bank; and (b) 

whether the Comptrol ler of the Currency i s a u t h o r i z e d , a f t e r con-

v e r s i o n of the S t a t e bank, to g r a n t two new branches to the 

n a t i o n a l bank e s t a b l i s h e d by such convers ion, such new branches 

be ing i n a d d i t i o n to those r e t a i n e d upon convers ion . 

Sec t ion 7 of the Act of February 25, 1927, c . 191, 44 

S t a t . 1228, amends Sec t ion 5155 of t h e Revised S t a t u t e s ( T i t l e 

12, Sec. 36 U. S. C.) to read i n p a r t a s fo l lows : 
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(b) I f a S t a t e "bank i s h e r e a f t e r con-
verted. i n t o or conso l ida ted " r i t h a n a t i o n a l 
banking a s s o c i a t i o n , or i f two or more n a t i o n a l 
banking a s s o c i a t i o n s are conso l ida t ed , such con-
v e r t e d or conso l ida ted a s s o c i a t i o n m y , wi th 
r e s p e c t to any of such "banks, r e t a i n and opera te 
any of t h e i r "branches which may have "been i n law-
f u l ope ra t i on by any "bank a t the da te of the approval 
of the Ac t . 

(c) A n a t i o n a l "banking a s s o c i a t i o n may, a f t e r 
the da te of the approval of t h i s Act, e s t a b l i s h and 
opera te new branches w i th in the l i m i t s of the c i t y , 
town, or v i l l a g e in which s a i d a s s o c i a t i o n i s s i t -
u a t e d i f such es tab l i shment and opera t ion a re a t the 
time p e r m i t t e d to S t a t e banks by the law of the 
S t a t e i n ques t ion . 

(d) No branch s h a l l be e s t a b l i s h e d a f t e r the 
da te of the approval of t h i s Act w i th in the l i m i t s 
of any c i t y , town or v i l l a g e of which the popu la t ion 
by the l a s t decennia l census was l e s s than twenty-
f i v e thousand. No more than one such branch may be 
thus e s t a b l i s h e d where the popu la t i on , so determined, 
of such municipal u n i t does not exceed f i f t y thousand; 
and not more than two such branches where the popula-
t i o n does no t exceed one hundred thousand. In any 
such municipal u n i t where the popu la t i on exceeds one 
hundred thousand the de te rmina t ion of the number of 
branches s h a l l be wi th in the d i s c r e t i o n of the Comp-
t r o l l e r of the Currency. 

(e) No branch of any n a t i o n a l banking a s s o c i a t i o n 
s h a l l be e s t a b l i s h e d or moved from one l o c a t i o n to 
ano the r wi thout f i r s t ob ta in ing the consent and approval 
of the Comptroller of the Currency. 

Paragraph (b) provides i n e f f e c t t h a t upon the convers ion 

of a S t a t e bank i n t o a n a t i o n a l banking a s s o c i a t i o n , the banking 

a s s o c i a t i o n r e s u l t i n g from the conversion may r e t a i n any branches 

which the conver ted bank may have had i n l a w f u l ope ra t ion on Feb-

r u a r y 25, 1927. This p r o v i s i o n i s permiss ive i n c h a r a c t e r , and 

the i n f e r e n c e i s p l a i n t h a t any branch or branches e s t a b l i s h e d or 

a c q u i r e d subsequent to February 25, 1927, by the conver t ing bank 

- 2 -
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must be r e l i n q u i s h e d upon convers ion. 

A f t e r conversion i n t o a n a t i o n a l banking a s s o c i a t i o n the con-

v e r t e d bank comes w i t h i n the p r o v i s i o n s of paragraphs ( c ) , (d) and (e) 

of s e c t i o n 7 of s a i d Act . Paragraph (c) pe rmi t s n a t i o n a l banking 

a s s o c i a t i o n s to e s t a b l i s h branches , subsequent to February 25, 1927, 

w i t h i n the l i m i t s of the c i t y or town i n which the p a r e n t bank i s 

l o c a t e d , i f the S t a t e lavs permi t the e s t ab l i shment of such branches 

by S t a t e banks, s u b j e c t , ho-ever , to the cond i t ions conta ined i n 

paragraphs (d) and ( e ) . Such condi t ions a re t h a t no n a t i o n a l banking 

a s s o c i a t i o n s h a l l e s t a b l i s h more than two such branches where the pop-

u l a t i o n of the c i t y or town i n which the bank i s l o c a t e d exceeds f i f t y 

thousand and does not exceed one hundred thousand; and t h a t the e s t a b -

l ishment of the branch or branches i s with the consent and approva l 

of the Comptroller of the Currency. 

I t f o l l o w s , t h e r e f o r e , t h a t when a S t a t e bank, conver t ing i n t o 

a n a t i o n a l banking a s s o c i a t i o n , has r ece ived i t s cha r t e r as a n a t i o n a l 

banking a s s o c i a t i o n ( i t being l o c a t e d wi th in a c i t y the popu l a t i on of 

which i s more than f i f t y thousand and l e s s than one hundred thousand) 

i t may apnly f o r , and w i th the consent and approval of t h e Comptroller 

of the Currency e s t a b l i s h not more than two branches wi th in the l i m i t s 

of the c i t y where s a i d bank i s l o c a t e d , provided t h a t the law of the 

S t a t e permi t s the es tab l i shment of such branches by S t a t e banks . 

The branches i t may be au thor ized to e s t a b l i s h under paragraphs 

(c) and (d) a re i n a d d i t i o n to those r e t a i n e d under paragraph ( b ) . In 

the case you submit , the two branches e s t a b l i s h e d by the S t a t e bank 
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p r i o r to February 25, 1927, and which i t has the r i g h t to r e t a i n 

on the conversion i n t o a n a t i o n a l banking a s s o c i a t i o n , a re l o c a t e d 

i n t h e c i t y where the main bank i s s i t u a t e d . The r e s u l t of t h i s 

c o n s t r u c t i o n of the s t a t u t e i s t h a t t h i s conver ted bank may add 

two new branches , making four i n a l l i n the c i t y , a l though a new 

n a t i o n a l bank could e s t a b l i s h and main ta in only two. Such an i n -

e q u a l i t y i s produced, not by the mere convers ion, but by a c t i o n 

a f t e r convers ion , and the re may be doubt as to whether the Congress 

in t ended such a r e s u l t , but the terms of the s t a t u t e seem to j u s t i f y 

t h i s c o n s t r u c t i o n . However, Congress must have had i n mind the 

sa fegua rd conta ined i n paragraph ( e ) , which r e q u i r e s the consent and 

approval of the Comptroller of the Currency to the e s t ab l i shmen t of 

new branches . 

Congress has used the word " e s t a b l i s h e d " i n paragraph (d) 

and has r e f r a i n e d from us ing the word "main ta in" . I f i t i n t ended 

t h a t o ld branches r e t a i n e d upon conversion should be counted i n 

determining the number of new branches to be al lowed under p a r a -

graph ( d ) , a p p r o p r i a t e words should have been added to paragraph 

( d ) . Furthermore, branches in o ther c i t i e s p r e v i o u s l y e s t a b l i s h e d 

and r e t a i n e d upon convers ion, could not be counted to reduce the 

number of new branches i n the c i t y i n which the p a r e n t bank i s 

l o c a t e d , al lowed under paragraph (d ) , wi thout p l a c i n g a conver ted 

bank a t a d i sadvantage i n r e s p e c t of the number of branches al lowed 

i n the c i t y of i t s l o c a t i o n . I t i s apparent t h a t to de r ive from the 

s t a t u t e an i m p l i c a t i o n t h a t the number of branches r e t a i n e d on 
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convers ion s h a l l r e s t r i c t the number of new ones allowed under 

pa ragraph (To) would not remove i n e q u a l i t i e s i n powers between con*-

v e r t e d "banks and new n a t i o n a l "banking a s s o c i a t i o n s . The r e s u l t i n g 

conclus ion i s t h a t the s t a t u t e should "be taken l i t e r a l l y . 

In the case submit ted i t may "be t h a t the Comptroller of 

the Currency would approve an a p p l i c a t i o n "by the n a t i o n a l "bank 

r e s u l t i n g from the conversion to e s t a b l i s h as one of the new branches 

p e r m i t t e d by paragraph (c) the very branch which the S t a t e bank 

would be r e q u i r e d to r e l i n q u i s h upon convers ion. I f such be the 

case , I see no o b j e c t i o n to the Comptroller of the Currency so 

i n d i c a t i n g i n advance, i n order t h a t an a p p l i c a t i o n to t h a t end 

might be made by the r e s u l t i n g n a t i o n a l bank, and approved, sub-

s t a n t i a l l y s imul taneous ly with the convers ion. I f t h i s were done 

the temporary c e s s a t i o n of bus iness a t the branch a t t e n d a n t upon 

i t s formal re l inqu i shment would not r e s u l t i n any p r a c t i c a l i n -

convenience. 

In the second case submit ted you s t a t e t ha t there i s now 

pending b e f o r e the Comptroller of the Currency the a p p l i c a t i o n of 

a S t a t e bank, having two branches in l awfu l ope ra t ion p r i o r to 

February 25, 1927, to conso l ida te with a n a t i o n a l banking a s -

s o c i a t i o n , having two branches au thor i zed by the Comptroller of 

the Currency under the p rov i s i ons of paragraph (c) of s e c t i o n 

7 of s a id Act . You s t a t e t ha t both of the banks a re l oca t ed i n 

a c i t y the p o p u l a t i o n of which i s s l i g h t l y l e s s than one hundred 

thousand, and t ha t t h e i r a p p l i c a t i o n f o r c o n s o l i d a t i o n provides 

- 5 -
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f o r the r e t en t ion , of a l l four branches by the conso l ida ted bank. 

You r eques t to be advised "/hether the Comptroller of the Currency 

i s a u t h o r i z e d to approve the r e t e n t i o n of the fou r branches by 

the conso l ida t ed bank. 

Sec t ion 1 of the Act of February 25, 1927, supra , amended 

the Act of ITovember 7, 1318, by adding t h e r e t o a new s e c t i o n 

( s e c t i o n 3) which provides f o r the c o n s o l i d a t i o n of S t a t e banks 

wi th n a t i o n a l banking a s s o c i a t i o n s as fo l lows : 

Sec. 3 . That any Bank inco rpo ra t ed under 
the laws of any S t a t e , or any bank i nco rpo ra t ed 
i n the D i s t r i c t of Columbia, may be conso l ida t ed 
with a n a t i o n a l banking a s s o c i a t i o n l o c a t e d i n 
the same county, c i t y , town, or v i l l a g e under 
the c h a r t e r of such n a t i o n a l banking a s s o c i a t i o n 
on such terms and condi t ions as may be l a w f u l l y 
agreed upon by a m a j o r i t y of the board of d i -
r e c t o r s of each a s s o c i a t i o n or bank proposing 
to conso l ida t e ,*** 

Paragraph (b) of s ec t i on 7 of the Act of February 25, 1927, 

supra , p rov ides t h a t i f a S t a t e bank, having branches e s t a b l i s h e d 

p r i o r to February 25, 1927, i s conso l ida ted - i t h a n a t i o n a l banking 

a s s o c i a t i o n the conso l ida t ed a s s o c i a t i o n may r e t a i n such b ranches . 

Paragraph (c) of s a i d Act p rov ides t h a t a n a t i o n a l banking a s s o c i a -

t i o n may, a f t e r February 25, 1927, e s t a b l i s h branches wi th in the 

l i m i t s of a c i t y or town i n which s a i d a s s o c i a t i o n i s l o c a t e d . 

This permiss ion i s s u b j e c t to the cond i t ions provided i n pa ragraphs 

(d) and ( e ) . 

I t appears from the s ta tement of f a c t s t h a t the n a t i o n a l 

banking a s s o c i a t i o n wi th '-hich the S t a t e bank proposes to con-

s o l i d a t e has a v a i l e d i t s e l f of the foregoing p r o v i s i o n and , wi th 

the approval of the Comptroller of the Currency, has e s t a b l i s h e d 
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two t r anches as p rov ided "by the s t a t u t e . As the S t a t e "bank upon 

c o n s o l i d a t i o n r a t h the n a t i o n a l banking a s s o c i a t i o n w i l l cease to 

e x i s t # i t s b ranches , e s t a b l i s h e d p r i o r to February 25, 1927, w i l l 

become the branches of the conso l ida ted bank. 

The p r o v i s i o n s and impl ied l i m i t a t i o n conta ined i n p a r a -

graph (b) of s e c t i o n 7 of the Act apply to the conso l ida t i on of a 

S t a t e bank wi th a n a t i o n a l banking a s s o c i a t i o n to the same e x t e n t 

and wi th equal f o r c e as they apply to the conversion of a S t a t e bank 

i n t o a n a t i o n a l banking a s s o c i a t i o n ; namely, t h a t 11 any of t h e i r 

branches which may have been i n l awfu l ope ra t ion by any bank a t the 

da te of the approva l of the Act" may be r e t a i n e d by the conso l ida t ed 

bank, and any branches e s t a b l i s h e d by e i t h e r of the c o n s o l i d a t i n g 

banks subsequent to the da te of t h e approval of the Act must be 

r e l i n q u i s h e d , no twi ths tand ing the branches of the n a t i o n a l banking 

a s s o c i a t i o n wore e s t a b l i s h e d pursuan t to the a u t h o r i t y conta ined i n 

pa ragraph ( c ) , and with the consent and approval of the Comptroller 

of the Currency# This i s the p l a i n import of the language of the 

s t a t u t e , and t h e r e i s nothing conta ined in the Act which j u s t i f i e s 

a depar tu re from i t s exact terms. 

When the proposed conso l i da t i on has been consummated, the 

conso l ida ted bank may apply fo r and, with the consent and approval 

of the Comptroller of the Currency, e s t a b l i s h not more than two 

branches w i t h i n the l i m i t s of the c i t y where s a i d bank i s l o c a t e d , 

p rov ided the law of the S t a t e permi ts the e s t ab l i shmen t of branches 

by S t a t e banks. 
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As the n a t i o n a l "bank involved, i n the c o n s o l i d a t i o n p r e s e r v e s 

i t s corpora te i d e n t i t y and e x i s t e n c e , I see no o b j e c t i o n to i t s 

f i l i n g an a p p l i c a t i o n f o r leave to e s t a b l i s h two new branches 

s imul t aneous ly wi th the f i l i n g of a p p l i c a t i o n f o r approval of the 

c o n s o l i d a t i o n , so t h a t i f the Comptroller approves , there may be 

avoided the u s e l e s s f o r m a l i t y of f i r s t r e l i n q u i s h i n g and then im-

media te ly r e e s t a b l i s h i n g the branches which were s u b j e c t to r e -

l inquishment under paragraph ( b ) . 

R e s p e c t f u l l y , 

(Signed) William D. M i t c h e l l . 

At torney Genera l . 

The Honorable, 

The S e c r e t a r y of the Treasury. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

A D D R E S S OFFICIAL C O R R E S P O N D E N C E T O 
T H E FEDERAL R E S E R V E BOARD 

X-6489 

January 31, 1930. 

Dear S i r : 

Reference i s mads to the d i s cus s ion of the 
q u e s t i o n of member "bank r e s e r v e s which took p l a c e a t 
t he conc lus ion of the meet ing of the Open Market 
P o l i c y Conference on Jahuary 2 9 t h . 

On the ques t ion of an amendment to the Board ' s 
r e g u l a t i o n s to permi t the c a l c u l a t i o n of r e s e r v e s as 
a t the c lose of "business the p rev ious day, i t was un-
de r s tood t h a t each governor would f u r n i s h the Board 
wi th an exp re s s ion of h i s views a s to j u s t what "bene-
f i t s i t i s expected member "banks would der ive from 
such an amendment. IBarly advice of your views on 
t h i s p o i n t would "be a p p r e c i a t e d . 

The d i s c u s s i o n r ega rd ing the personne l of the 
committee, recommended "by the r ecen t confe rences of 
governors and Federa l r e se rve agen t s , to make a t h o r -
ough s tudy of the e n t i r e ques t ion of member "bank 
r e s e r v e s r e s u l t e d i n the conclus ion t h a t t h e committee 
should "be appointed , on "behalf of the ^edei 'al reserVe 
"banks, "by the Chairman of the Governors ' Conference, 
ana i t was agreed t h a t any expenses of the committee 
should "be pa id "by the Federa l r e se rve "banks» Should 
the s e r v i c e s of any members of the Board ' s s t a f f "be 
d e s i r e d on tha committee, the necessary arrangements 
Wil l "be made by the Board. This mat te r w i l l undoubt-
ed ly "be t aken up wi th you "by Governor Calkins a t an 
e a r l y d a t e . 

Very t r u l y yours , 

* E. A. Young, 
Governor. 

TO GOVERNORS OF ALL F . R. BAMS EXCEPT SAN FRANCISCO. Digitized for FRASER 
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Feb. 1, 1930 

To Mr. Hamlin 

From Mr. v/yatt - General Counsel. 

SUBJECT: Proposed L e g i s l a t i o n which 
the Board may wish to cons ide r i n 
connect ion wi th i t s Annual Repor t . 

Under da te of January 2, 1930, I addressed a memorandum to the 
Law Committee submi t t ing m a t e r i a l p repa red by t h i s O f f i c e f o r the f o r t h -
coming Annual Report of the Federa l Reserve Board. As s t a t e d i n t h a t 
memorandum, t h i s O f f i c e was unable to p repa re any recommendation r ega rd -
ing proposed l e g i s l a t i o n ; because the Board has not y e t taken any a c t i o n 
i n d i c a t i n g what l e g i s l a t i o n , i f any, i t d e s i r e s to recommend to Congress . 

At your r eques t I submit ted a memorandum on January 4th r e -
garding proposed l e g i s l a t i o n which might be cons idered "by the Board i n 
connect ion wi th i t s for thcoming Annual Repor t . I now submit t h i s r e v i s e d 
d r a f t of t h a t memorandum, i n o rder to "bring the in fo rma t ion up to d a t e . 

AMMDtiENTS SPECIFICALLY RECOMMENDED TO CONGRESS 
DURING 1929 AND COVERING- WHICH BILLS HAVE BEEN 
INTRODUCED IN CONGRESS. 

(1) An amendment to Sect ion 9 of the Federa l Reserve Act to p e r -
mit S t a t e member "banks to e s t a b l i s h f o r e i g n branches . - This amendment was 
recommended t o Congress by the Board i n i t s Annual Reports f o r the yea r s 
1927 and 1928, and i n l e t t e r s addressed to the Chairmen of the Banking and 
Currency Committees dur ing 1929. Accordingly, a "bill conforming to the 
Board ' s views was i n t roduced i n the Senate "by Senator Norbeck on December 
11, 1929 (S . 2605 - 71s t Cong., 2nd Sess ion) and was r e p o r t e d out wi thou t 
amendment on December 18, 1929 by the Senate Banking and Currency Commit-
t e e . No f u r t h e r a c t i o n thereon has "been taken i n the Senate and no s i m i l a r 
b i l l has been i n t roduced i n the House. 

(2) An amendment to Sec t ions 6 and 9 of the Federa l Reserve Act 
p e r m i t t i n g the c a n c e l l a t i o n of Federa l r e se rve bank s tock h e l d by member 
banks which have gone out of bus iness wi thout a r e c e i v e r or l i q u i d a t i n g 
agent having been appoin ted t h e r e f o r . - The enactment of such l e g i s l a t i o n 
was recommended "by the Board i n i t s Annual Reports f o r the y e a r s 1927 
and 1928, and i n l e t t e r s addressed to the Chairmen of the Banking and 
Currency Committees under da te of December 2, 1929. This l e g i s l a t i o n was 
in t roduced i n the House on December 5, 1929 (H. R. 6.604 - 71s t Cong., 2nd 
Sess ion) , and i n s u b s t a n t i a l l y the same form i n the Senate on December 
14, 1929 (S . 2666), and on December 20, the Senate b i l l was r e p o r t e d 
out wi thout amendment by the Senate Banking and Currency Committee. 
H. R. 6504 was r e p o r t e d out f avorab ly by the House on January 23, 1930, 
and I unde r s t and t h a t t h i s b i l l i s on the House Calendar f o r February 
5, 1930. 

(3 ) An amendment making i t d i s c r e t i o n a r y w i th the Federa l Re-
serve Board to a s s e s s the c o s t s of examining S t a t e member banks aga ins t 
the bank examined. - The Board recommended the enactment of a b i l l of 
t h i s k i n d i n i t s 1927 and 1928 Annual Repor ts , and i n l e t t e r s addressed 
to the Chairmen of the Banking and Currency Committees dur ing the year 
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1929. I n the l a s t Congress a b i l l f o r t h i s purpose passed the Senate 
(S. 5349 - 70th Congress) hut was not r e p o r t e d out "by the House Banking and 
Currency Committee. S imi l a r "bil ls were in t roduced i n the House "but were 
never r e p o r t e d o u t . In the p r e s e n t Congress a b i l l was in t roduced i n 
the Senate (Si 485 - 7 1 s t Cong*, 1s t Sess ion) hut i t has not y e t been r e p o r t -
ed o u t . 

(4) An amendment to Sec t ion 5 of the Federa l Reserve Act a u t h o r i z i n g 
the Federa l Reserve Board to waive the s i x months' no t i c e of the in t ended 
withdrawal of a S t a t e member bank from the Federa l Reserve System. - This 
amendment was recommended to Congress by the Board i n i t s Annual Report f o r 
the year 1928, and i n l e t t e r s addressed t o the Chairmen of the Banking and 
Currency Committees under date of Apr i l 16, 1929. On A p r i l 18, 1929, the 
Board voted to d e f e r t ak ing any a c t i o n r ega rd ing t h i s amendment and no th ing 
f u r t h e r has been done by the Board s ince t h a t d a t e . B i l l s to amend the law 
i n conformity wi th the Board ' s recommendations were i n t roduced i n the House 
and Senate dur ing the p r e s e n t Congress (H. R. 2027 and S. 684 - 1 s t Sess ion , 
71st Cong.); and S. 684 was r e p o r t e d out wi thout amendment on December 18, 
1929. At t h e r eques t of the Banking and Currency Committee of the House, 
H. R. 2027 was r e v i s e d s l i g h t l y by i n s e r t i n g a p r o v i s i o n to the e f f e c t t h a t 
the Board could waive the s i x months' n o t i c e requirement s u b j e c t to such 
cond i t ions as the Board might p r e s c r i b e . The r e v i s e d d r a f t was submi t ted to 
Mr. McFadden by Governor Young under date of January 13, 1930, was in t roduced 
by him as H. R. 8877 on January 20, and was r e p o r t e d out f a v o r a b l y by the 
House Banking and Currency Committee on January 23, 1930. I u n d e r s t a n d t h a t 
i t i s on the House Calendar f o r February 5, 1930. 

AMSmSNTS RECOMMENDED IN 1927 and 1928 ANNUAL REPORTS. 

(5) An amendment to Sec t ion 4 of the Federa l Reserve Act to permi t 
an o f f i c e r , d i r e c t o r or employee of a mutual savings bank to serve a s Class B 
or Class C d i r e c t o r of a Federa l Reserve Bank. - This amendment was recommend-
ed to Congress by the Board i n i t s Annual Repor ts f o r the y e a r s 1927 and 1928. 
On Apr i l 18, 1929, the Board voted to d e f e r t a k i n g any a c t i o n on t h i s p ropos -
a l and no f u r t h e r recommendation has been made s i n c e t h a t d a t e . 

(6) An amendment exempting Federa l Reserve Banks from at tachment or 
garnishment p roceed ings b e f o r e f i n a l .judgment i n any case or p roceed ing . - This 
amendment was recommended by the Board i n i t s Annual Repor ts f o r the y e a r s 1927 
and 1923. On Apr i l 18, 1929, the Board vo ted to de f e r t a k i n g any f u r t h e r 
a c t i o n on t h i s p roposa l and no f u r t h e r recommendation has been made s ince 
t h a t d a t e . 

(7 ) An amendment t o the J u d i c i a l Code r e s t o r i n g to the Uni ted S t a t e s 
D i s t r i c t Courts . j u r i s d i c t i o n of s u i t s by and a g a i n s t Federa l Reserve Banks. -
In i t s j jnnual Reports f o r the yea r s 1927 and 1928 the Board recommended the 
enactment of an amendment of t h i s k i n d . On A p r i l 18, 1929, the Board voted 
to de fe r t a k i n g any f u r t h e r a c t i o n i n connect ion wi th t h i s p roposa l and 
no f a r t h e r recommendation 'has been made s ince t h a t d a t e . 
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(8) An amendment to Sec t ion 13 of the Federa l Reserve Act i n c r e a s -
ing; from f i f t e e n to n i n e t y days the maximum m a t u r i t y of advances made by 
Federal Reserve Banks to member banks on t h e i r promissory no te s secured 
"by paper e l i g i b l e f o r r ed i s coun t "by Federa l Reserve Banks. - An amendment 
of t h i s k i n d has been recommended to Congress by the Board i n i t s Annual 
Reports f o r the yea r s 1927 and 1928. In the 70th Congress a b i l l (H.R. 12349) 
was in t roduced on March 23, 1928, and under date of Apr i l 24, 1S28, the 
Board addres sed a l e t t e r to Congress i n which i t . s a i d t h a t i t was i n 
sympathy wi th the gene ra l purposes of the b i l l . However, t h i s b i l l was 
not r e p o r t e d out and no s i m i l a r b i l l has s ince been introduced* On Apr i l 
18, 192S, the Board vo ted t o de f e r tak ing any f u r t h e r a c t i o n on t h i s amend-
ment and no f u r t h e r recommendation has been made s ince t h a t d a t e . 

OTHER AMimEOTS CONSIDERED BY TH2 BOARD III 1929. 

In a d d i t i o n to the above, the Board has cons ide red the fo l l owing p r o -
posed amendments bu t has t aken no d e f i n i t e a c t i o n the reon i n view of the 
p o s i t i o n taken a t the Board meet ing of Apr i l 18, 1929, t h a t a c t i o n on such 
amendments should be d e f e r r e d : 

(9) An amendment to the f i r s t paragraph of S e c t i o n 19 of the Fed-
e r a l Reserve Act more c l e a r l y d e f i n i n g demand d e p o s i t s , t ime d e p o s i t s , sav-
ings d e p o s i t s , e t c . , and making i t more d i f f i c u l t to evade the p roper c l a s s -
i f i c a t i o n of d e p o s i t s f o r the purpose of computing r e s e r v e s . The Agents ' 
and Governors ' Conferences of December 1929, recommended t h a t the ma t t e r of 
r e s e r v e s be submit ted to a s p e c i a l committee f o r study and recommendation. 

(10) An amendment to Sec t ion 19 of the Federa l Reserve Act au tho r -
i z i n g member banks i n computing t h e i r r e s e r v e s to deduct "ba lances due 
from banks" from t h e i r g ros s demand depos i t s i n s t e a d of from "balances 
due to o the r banks ." The Agents ' and Governors* Conferences of December 
1929, recommended t h a t the ma t t e r of r e s e r v e s be submi t ted to a s p e c i a l 
committee f o r s tudy and recommendation. 

(11) A complete r e v i s i o n of Sec t ion 19 a d j u s t i n g , c l a r i f y i n g and 
s i m p l i f y i n g the r e s e r v e requ i rements . The Agents ' and Governors ' Confer -
ences of December 1929, recommended t h a t t h i s ma t t e r be submit ted to a 
spec i a l committee f o r s tudy and recommendation. 

(12) An amendment r e q u i r i n g the approval of the Federa l Reserve 
Board b e f o r e c h a r t e r s a r e g r a n t e d to new n a t i o n a l banks, 

(13) An amendment to Sec t ion 9 of the Federa l Reserve Act 
r e q u i r i n g a l l S t a t e banks h e r e t o f o r e or h e r e a f t e r admi t t ed to member -
ship i n the System to comply a t a l l t imes wi th the banking law of the 
S t a t e s i n which they a r e l o c a t e d . 
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A!SiTn.C:,:TTS H3CCMM3asnM) BY DECaSSR, 1929 

AGENTS' Aim GOVERNORS' C01TFSRS1TC3S. 

In a d d i t i o n to the above, the f o l l owing amendments recommended 
"by the December, 1929, Agents ' and Governors ' Conferences may "be worthy 
of c o n s i d e r a t i o n a t t h i s t ime: 

(14) Amendment to the Bankruptcy Act p r o v i d i n g t h a t funds i n the 
custody of the Federa l Courts s h a l l "be depos i t ed wi th member "banks. - The 
Governors' Conference approved of an amendment of t h i s k ind , "but the 
Board has not made any recommendation to Congress. A "bill (S. 2950) was 
in t roduced i n the Senate on January 6, 1930, however, p r o v i d i n g t h a t 
member "banks of the Federa l r e se rve system may be des igna t ed d e p o s i t o r i e s 
of bankruptcy f u n d s . 

(15) Amendment to the Na t iona l Bank Act l i m i t i n g the amount of i n -
vestment "by a n a t i o n a l bank i n bank b u i l d i n g and f i x t u r e s . - The Agents ' 
Conference r e p o r t e d t h a t an amendment of t h i s k i n d i s d e s i r a b l e . 

(16) Amendment to Sec t ion 4 of the Federa l Reserve Act to c l a r i f y 
the meaning of the p h r a s e " e l e c t o r s vo t ing" i n t h a t p a r t of the s e c t i o n 
p rov id ing the method of count ing b a l l o t s i n e l e c t i o n s of Federa l Reserve 
Bank d i r e c t o r s . - The Agents ' and Governors' Conferences recommended such 
an amendment. 

(17) Amendment to the Federa l Reserve Act p r o v i d i n g f o r a d i f f e r e n t 
d i s t r i b u t i o n of ea rn ings of Federa l Reserve Banks to member "banks and the 
Government and f o r the r e t i r e m e n t of n a t i o n a l bank n o t e s . - The Agents ' and 
Governors' Conferences f avo red the enactment of an amendment p r o v i d i n g a more 
l i b e r a l d i s t r i b u t i o n of Federa l Reserve Bank ea rn ings i n the way of d iv idends . 

In the 70th Congress, 2nd Sess ion , a b i l l was in t roduced by 
Senator Glass on February 5, 1929 (S. 5723) to amend S e c t i o n 7 of the Federa l 
Reserve Act so as to p rov ide f o r a more l i b e r a l d i s t r i b u t i o n of the ea rn ings 
of Federa l Reserve Banks, and to amend Sec t ion 18 so a s to p rov ide f o r the 
r e t i r e m e n t of n a t i o n a l bank n o t e s . With r ega rd to the enactment of t h i s b i l l , 
the S e c r e t a r y of the Treasury addressed a l e t t e r to Congress s t a t i n g t h a t he 
was not i n c l i n e d to f avo r l e g i s l a t i o n of t h i s k i n d . The Board cons ide red 
t h i s l e t t e r b e f o r e i t was ma i l ed and adv i sed the S e c r e t a r y t h a t "while c e r t a i n 
members of the Board a r e not n e c e s s a r i l y opposed to the g e n e r a l i dea of the 
amendment to Sec t i on 7, * * * they see no o b j e c t i o n to t r a n s m i t t a l of the a t -
tached l e t t e r , a s w r i t t e n , a s an express ion of the views of the S e c r e t a r y of 
the Treasury . " The b i l l i n t roduced by Senator Glass was never r e p o r t e d out 
by the Senate Banking and Currency Committee. 
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0TE3R PROPOSED AMEimSlTTS. 

The Board may a l s o wish to cons ider the fo l lowing proposed amendments: 

(18) An amendment to Sec t ion 9 of the Federa l Reserve Act and 
Sec t ion 5340 of t h e Revised S t a t u t e s r ega rd ing examinations of member t a n k s . -
This amendment p r o v i d e s , among o the r t h i n g s , t h a t a l l examinat ions of member 
banks s h a l l be under the j u r i s d i c t i o n of the Comptrol ler of the Currency, 
and t h a t the expense of such examinations s h a l l be p a i d by the Fede ra l Re-
serve Board out of the proceeds of assessments l e v i e d a g a i n s t the F e d e r a l 
Reserve Banks, i n s t e a d of be ing p a i d by the banks examined. 

This amendment was p repa red a t the r eques t of Governor Yougg 
and was submi t ted f o r the c o n s i d e r a t i o n of the Conference of Federa l Reserve 
Agents i n December, 1929, which recommended tha t the Board dec l ine to g ive 
i t s approval to t h i s proposed measure. Apparent ly the Board has taken no 
a c t i o n on t h i s recommendation. 

(19) An amendment to the f o u r t h paragraph of S e c t i o n 13 of the 
Federal Reserve Act making the l i m i t a t i o n s p r e s c r i b e d by t h a t paragraph 
conform to Sec t i on 5200 of the Revised S t a t u t e s , a s amended by the McFadden 
Act . - A p r o v i s i o n to amend t h e law in t h i s way was con ta ined i n the 
McFadden B i l l when i t was pending i n Congress ba t i t was s t r i c k e n out of 
the b i l l by the Sena te . At the time t h i s p r o v i s i o n was pending i n the McFad-
den B i l l i t was approved by the Federal Reserve Board a long wi th a number of 
o ther p r o v i s i o n s and Congress was so a d v i s e d . (See X-4500). The amendment 
was then cons ide red by the Conference of Governors i n A p r i l , 1928, and a 
r e s o l u t i o n a sk ing the Board to urge the enactment of such an amendment 
was d e f e a t e d . On A p r i l 18, 1929, the Board vo ted to de f e r t a k i n g any a c t i o n 
on the p r o p o s a l ; bu t on October 18, 1929, the Board addres sed a l e t t e r to 
Congressman Hudspeth, i n r e p l y to a l e t t e r a sk ing f o r the Board ' s views 
on an amendment of t h i s c h a r a c t e r , i n which i t ' was s t a t e d t h a t the Board 
has not receded from i t s e a r l i e r p o s i t i o n approving of such an amendment. 

On December 18, 1929, as a r e s u l t of a conference between 
t h i s o f f i c e and Mr. Thompson, from Congressman McFadden1 s o f f i c e , t h e r e 
was p r epa red by t h i s o f f i c e a l e t t e r addressed to Congressman McFadden, 
enc los ing a proposed d r a f t of an amendment to amend the law as se t out above* 
On January 13, 1930, Governor Young submi t ted t h i s l e t t e r and proposed 
d r a f t of amendment to Mr. McFadden; and on January 15, t h i s d r a f t was a l s o 
submit ted to Sena tor Sheppard by Governor Young. On January 23, Mr. Mc-
Fadden in t roduced t h i s d r a f t i n the House a s H. R. 9046, but i t has not ye t 
been r e p o r t e d out or i n t roduced i n the Sena te . 

(20) An amendment t o Sec t ion 22(a ) of the Federa l Reserve Act raakiqe; 
i t c l e a r t h a t the p r o h i b i t i o n a g a i n s t examiners a c c e p t i n g l o a n s and g r a t u i -
t i e s from member banks a p p l i e s to S t a t e examiners . - Under da te of November 13, 
1929, I a d d r e s s e d a memorandum to the Board c a l l i n g a t t e n t i o n to the f a c t 
t h a t a Uni ted S t a t e s D i s t r i c t Court had h e l d t h a t t h i s p r o v i s i o n of Sec t i on 22-
(a ) does not apply to S t a t e examiners. I recommended t h a t the Board suggest "to 
the At torney General t h a t i t would be i n the p u b l i c i n t e r e s t not to accep t 
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t h i s d e c i s i o n as a c o r r e c t i n t e r p r e t a t i o n of the law and t h a t i t would 
be adv i sab le to appeal e i t h e r t h i s case or some other case where t h e 
r eco rd may be more f avo rab le to the Supreme Court of the Uni ted S t a t e s , 
wi th a view of having t h i s dec i s i on r e v e r s e d or o v e r r u l e d . I a l so re com-

*~ mended that ' ' the Board r e q u e s t the At torney General to adv i se i t 
i f ho i s not i n c l i n e d to adopt the above sugges t ion , in order t h a t t h e 
Board may cons ider the a d v i s a b i l i t y of recommending to Congress an 
amendment removing any doubt as to the a p p l i c a b i l i t y of t h i s p r o v i s i o n 

to S t a t e bank examiners . I a l s o submit ted a proposed l e t t e r to the 
At torney General a long t h i s l i n e , which was approved a t the Board meeting 
on November 25th ; but a p p a r e n t l y n e i t h e r t h i s l e t t e r nor any s i m i l a r 
l e t t e r has ye t been sent t o the At torney Genera l . Under these circum-
s t ances , the Board may d e s i r e to cons ider the a d v i s a b i l i t y of recom-
mending to Congress an amendment to Sec t i on 22(a) removing any doubt as 
to the a p p l i c a b i l i t y of t h a t s e c t i o n to S t a t e bank examiners . 

(21) An amendment to make the robbery or b u r g l a r y of a member 
bank a Fede ra l o f f e n s e punishab le through the Federa l c o u r t s . - Under 
date of January 13, 1S30, Mr. George J . S c h a l l e r , P r e s i d e n t of the C i t -
izens F i r s t Nat ional Bank of Storm Lake, Iowa, and Class A d i r e c t o r of 
the Federa l Reserve Bank of Chicago, addressed a l e t t e r to Mr. Cunning-
ham sugges t ing t h a t i t would he lp and s t r e n g t h e n t h e banking s i t u a t i o n 
and would make f r i e n d s f o r the Federa l Reserve System, i f the Federa l 
Government would under take the apprehension and p r o s e c u t i o n i n the Fed-
e r a l c o u r t s of a l l pe r sons who commit crimes a g a i n s t n a t i o n a l banksand 
S t a t e member banks of the Federa l Reserve System and p a r t i c u l a r l y such 
crimes as ho ld -ups and r o b b e r i e s . Mr. Cunningham has t r a n s m i t t e d t h i s 
l e t t e r to the Law Committee wi th a sugges t ion t h a t the Board should 
recommend i n i t s Annual Report an amendment making i t a Fede ra l o f f e n s e 
punishab le through the Federa l cou r t s to b u r g l a r i z e or rob any member 
bank. I unde r s t and t h a t the Law Committee has r e p o r t e d f avorab ly on 
t h i s sugges t ion , but t h a t the Board has not ye t taken a c t i o n on i t . 

R e s p e c t f u l l y , 

Walter Hya t t , 
General Counsel 
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DISTRICT 10. 1 X - 6 4 S 2 

FIDERriL R3SHIRV3 BAi-TK OF BOSTOi! 

OFFICES iZD DIRECTORS, 1930 

OFFICERS 

W. P . G. Harding, Governor 

U. Til. Paddock, Deputy Governor 

Wm. T J i l l e t t , Cashier 

K. K. Car r ick , S e c r e t a r y 

F r e d e r i c E. C u r t i s s , Chairman of the 
Board and Federal Reserve Agent 

Al len E o l l i s , Deputy Chairman of the 
Board 

C. F. Gettemy, A s s i s t a n t Federa l Reserve 
Agent 

E. F . C u r r i e r , Audi tor 

3 . G. E u l t , A s s i s t a n t Cashier 
3 . M. L e a v i t t , A s s i s t a n t Cashier 
L. 1 . Sweetser, A s s i s t a n t Cashier 

DIRECTORS 

Class A: 

Term 
Expires 
Dec. 31 

Edward S. Kcnnard V.P. & Cashier , Eumford ITat 'l .Banlc, Rumford, Me. 1930 
F rede r i ck S. Chamberlain P r e s . , I?ew B r i t a i n Hat '1 .Bank, Hew B r i t a i n , Conn. 1931 
A l f r e d 1 . Rip ley Chrm., The Merchants Eat '1 .Bank, Boston, Mass. 1932 

Class B: 

A. F. Bemis 
Alber t C. Bowinan 
P h i l i p R. Al l en 

Class C: 

A l l en E o l l i s 
Chas. H. Manchester 
F rede r i c H. C u r t i s s 

Chrm., Bemis Bros , Bag Company, Boston, Mass. 
P r e s . , The John T. Slack Corp. , S p r i n g f i e l d , Vt . 
P r e s . , B i rd & Son, I n c . , 3 . " a l p o l e , Mass. 

Lawyer, Concord, F. E. 
P r e s . , Providence C-as Co.', Providence, R. I . 
Boston, Mass. 

MEMBER F3JERA1 ADVISORY C0U1TCIL 

Herber t K. E a l l e t t 

COUITS:IL 

1930 
1931 
1932 

1930 
1931 
1932 

A. K. Weed 

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



X-5492 

DISTRICT SO. 2 

FED3RAL RESERVE BAH OF NEW YORK 

OFFICERS A1ID DIRECTORS, 1930 

OFFICERS 

Of: 

George L. H a r r i s o n , Governor 
L. F. S a i l e r , Deputy Governor 
E. R. Kenzel , Deputy Governor 
L. R. Rounds, Deputy Governor 
A. W. G i l t a r t , Deputy Governor 
J . E. Crane, Deputy Governor 
Wal ter S. Logan, Deputy Governor & Gen. Counsel 
R. M. Gidney, A s s t . Deputy Governor 
J . W. Jones , A s s t . Deputy Governor 
W. B. Mat teson, A s s t . Deputy Governor 
C. H. Coe, A s s t . Deputy Governor 
J . M. Rice , A s s t . Deputy Governor 
A l l a n Sproul , A s s t . Deputy Governor & S e c ' y . 

D. H. Barrows, Manager, 
E. C. French , Manager 
R. F . McMurray, Manager 
J . A. M i t c h e l l , Manager 
R. M. Morgan, Manager 

DIRECTORS 

Class A: 

Delmer Runkle 
Chas E. M i t c h e l l 
Thos. W. Stephens 

C las s B: 

Samuel W. Reyhurn 
Wm. H. Woodin 

J . H. Case, Chairman of the 
Board and F e d e r a l Reserve 
Agent 

Owen D. Young, Deputy Chairman 
of t h e Board 

W. R. Burgess , A s s i s t a n t Federa l 
Reserve Agent 

W. H. D i l l i s t i n , A s s i s t a n t 
F e d e r a l Reserve Agent 

H. S . Downs, A s s i s t a n t F e d e r a l 
Reserve Agent 

Car l Snyder, General S t a t i s t i c i a r 
E. L. Dodge, General Audi tor 

H.V. Roe l s e , Mgr* & Asst. S e c ' y . 
W. A. S c o t t , Manager 
I . W. Waters , Manager 
W. W. B u r t , Manager 

Term 
Expi res 
Dec. 31 

1930 
1931 
1932 

Chrm., Peop le s N a t ' l . Bank, Hoosiek F a l l s , IT. Y. 
Chrm., N a t ' l . Ci ty Bank, New York, IT. Y. 
P r e s . , The Bank of Mon tc l a i r , M o n t c l a i r , IT. J . 

P r e s . , Lord & Tay lor , New York, N. Y. 
P r e s . , Amer. Car & Foundry Co., Few York, N. Y. 

Theodore F . Whitmarsh Chrm., F r a n c i s H. Legge t t & Co. , New York, IT. Y. 

C lass C: 

Clarence M. Woolley 

J . H. Case 
Owen D. Young 

Chrm., Amer. Rad i a to r & S tand . S a n i t a r y Corp . , 
Greenwich, Conn. 

New York, N. Y. 
Chrm., General E l e c t r i c Co. , New York, N. Y. 

MEMBER FEDERAL ADVISORY COUNCIL 

Wil l iam C. P o t t e r 

GENERAL COUNSEL 

1930 
1931 
1932 

1930 

1931 
1932 
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DISTRICT NO. 3 jfc-6492 j f y -

FEDERAL RESERVE BANK OF PHILAESLPHIA 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

Geo. W. Morr is , Governor 

William H. Hut t , Deputy Governor 

C. A. Mcllhenny, Cashier and S e c r e t a r y 

Richard L. Aust in , Chairman of the Board 
and Federa l Reserve Agent 

Alba B. Johnson, Deputy Chairman of the 
Board 

Arthur E. Pos t , A s s i s t a n t Federa l Reserve 
Agent 

Ernes t C. H i l l , A s s i s t a n t Federa l Reserve 
Agent 

J . F. Rehfuss , Act ing A s s t . Federa l Re-
serve Agent 

William G. McCreedy, Comptroller 

W. J . Davis, A s s i s t a n t Cashier 
James M. Toy, A s s i s t a n t Cashier 
R. M. M i l l e r , J r . , A s s i s t a n t Cashier 
F. 17. LaBold, A s s i s t a n t Cashier 
S. R. E a r l , A s s i s t a n t Cashier 

DIRECTORS 

Class A; 

Term 
Expires 
Dec. 31 

George W. R e i l y 
John C. Cosgrove 
Joseph Wayne, J r . 

P r e s . , E a r r i s t u r g Nat '1 .Bank, Har r i sburg , Pa . 
Banker "and Coal Operator , Johnst.o^iv p a 
P r e s . , P h i l a . Nat '1 .Bank, P h i l a d e l p h i a , Pa . 

1930 
1931 
1932 

Class B: 

Arthur C. Dorranee 
C. F . C. S tou t 
Arthur W. Sewall 

Gen. Mgr., Campbell Soup Co., Camden, N. J . 
John R. Evans & Co., P h i l a d e l p h i a , Pa. 
P r e s . , G e n ' l . Asphalt Co., P h i l a d e l p h i a , Pa . 

1930 
1931 
1932 

Class C: 

Alba B. Johnson 
Harry L. Cannon 
Richard L. Aus t in 

Chrm., Southwark Foundry & Mach. Co., P h i l a d e l p h i a , Pa . 1930 
Farmer and Packer , B r i d g e v i l l e , Delaware 1931 
P h i l a d e l p h i a , Pa . 1932 

MEMBER FEDERAL ADVISORY COUNCIL 

Levi L. Rue 

COUNSEL 

Williams and S i n k i e r 
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DISTRICT 110. 4 
X-6492. , 

•i-Vi.: 

FEDERAL RESERVE BAH OF CLEVELAND 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

Geo. DeCamp, Chairman of the Board 
and Federal Reserve Agent 

L. B. Wil l iams, Deputy Chairman of 
the Board 

J . B. Anderson, A s s i s t a n t Federa l Re-
serve Agent 

W. H. F l e t c h e r , A s s i s t a n t Federa l Re-
serve Agent 

F. V. Grayson, Audi tor 

C. W. Arnold, A s s i s t a n t Cashier 
C. 1 . B ickfprd , A s s i s t a n t Cashier 
D. B. Clouser , A s s i s t a n t Cashier 
W. F. Taylor , A s s i s t a n t Cashier 
G. H. Wagner, A s s i s t a n t Cashier 

/ 
/ DIRECTORS 

Term 
Expires 

Class A: Dec. 31 

0. N. Sams . P r e s . , Merchants Mat'1.Bank, H i l l s b o r o , Ohio 1930 
Chess Lamberton V.P . , Lamberton Hat 11 .Bank, F rank l in , Pa . 1931 
Robert Wardrop Chrm., F i r s t Eat '1 .Bank, P i t t s b u r g h , Pa . 1932 

Class B: 

S. P . Bush Manufacturer , Columbus, Ohio 1930 
R. P . Wright Reed Manufactur ing Co., E r i e , Pa . 1931 
Geo. D. Crabbs P r e s . , P h i l i p Carey Mfg. Co., C i n c i n n a t i , Ohio 1932 

Class C: 

W. W. Knight V.P . , Bostwick-Braun Co., Toledo, Ohio 1930 
X. B. Will iams Hayden, M i l l e r & Co., Cleveland, Ohio 1931 
George DeCamp Cleveland, Ohio 1932 

MEMBER FEDERAL ADVISORY COUNCIL 

H a r r i s Creech 

COUNSEL 

E. R. Fancher, Governor 

M. J . Fleming, Deputy Governor 

F. J . Zur l inden, Deputy Governor 

H. F. S t r a t e r , Cashier and Sec re t a ry 

Squi re , Sanders & Dempsey 
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DISTRICT HO. 5 
X-6492 -f f\r--* V . < 

FEDERAL RESERVE BA2E OF RICHMOND 

OFFICERS Aim DIRECTORS, 1930 

OFFICERS 

George J . Seay, Governor Wrn. W. Hoxton, Chairman of the Board and 
c. A. Peple , Deputy Governor Federa l Reserve Agent 
R. H. Broaddus, Deputy Governor F r e d e r i c A. Delano, Deputy Chairman of 
J . S. Walden, J r . , C o n t r o l l e r the Board 
G-. H. Keesee, Cashier J . G. Fry, A s s i s t a n t Federa l Reserve Agent 
A. S. Johnstone, Manager R. L. Shepherd, Act ing A s s i s t a n t Federa l 
J . T. G a r r e t t , Manager Reserve Agent 

T. F. Epes, Auditor 

W. D i l l a r d , A s s i s t a n t Cashier 
Edward w a l l e r , J r . , A s s i s t a n t Cashier 

DIRECTORS 

Terra 
Expi res 

Class A: Dec. 31 

Chas. "3. Riemail P r e s . , Western Ua t ' l .Bank , Bal t imore , Md. 1930 
J a s . C. Braswel l P r e s . , P l a n t e r s Ua t ' l .Bank , Rocky Mount, N. C. 1931 
L. S . Johnson P r e s . , F i r s t ITat11 .Bank, Alderson, W. Va. 1932 

Class B: 

J . P . F ishburn P r e s . , Times-World Corporat ion, Roanoke, Va. 1930 
Edwin C. G-raham P r e s . , ITat11. E lec . Supply Co., Washington, D. C. 1931 
D. R. Coker Merchant, H a r t s v i l l e , S. C. 1932 

Class C: 

F r e d e r i c A. Delano Rece ive r , Washington, D. C. 1930 
Robert L a s s i t e r T e x t i l e s , C h a r l o t t e , 17. C. 1931 
1m. W. Hoxton Richmond, Va. 1932 

MEMBER FEDERAL ADVISORY CCUITCIL 

John Poole 

COUNSEL 

M. Or, Wallace 
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X-S4S2 
DISTRICT NO. 6 

FEDERAL RESERVE SAM OF ATLANTA 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

E. R. Black, Governor 

Hugh F o s t e r , Deputy Governor 

Creed. Taylor , Deputy Governor 

M. W. B e l l , Cashier 

Oscar Newton, Chairman of the Board and 
Federa l Reserve Agent 

W. H. K e t t i g , Deputy Chairman of the 
Board 

Hard Albe r t son , A s s i s t a n t Federa l Re-
serve Agent and S e c r e t a r y 

•"?. S. Johns, General Audi tor 
J . 17. Honour, A s s i s t a n t Auditor 

R. A. Siv.s, A s s i s t a n t Cashier 
H. F. Conni f f , A s s i s t a n t Cashier 
V. K. Bowman, A s s i s t a n t Cashier 
C, R. Camp, A s s i s t a n t Cashier 
P . L. T. Beavers, A s s i s t a n t Cashier 
S. P . Schuess l e r , A s s i s t a n t Cashier 
L. M. Clark , A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expi res 

Class A: Dec. 31 

H. Lane Young V. P . , C i t i z e n s & So. Hat '1 .Bank, A t l a n t a , Ga. 1930 
E. C. Melvin P r e s . , Selma N a t ' 1 .Bank, Selma, Alabama 1931 
G. G. Ware p r e s . , F i r s t N a t ' l . Bank, Leesburg, F l o r i d a 1932 

Class B: 

J . A. McCrary P r e s . , J . 3 . McCrary Co., Decatur, 3@.. .. 1930 
Luke Lea P u b l i s h e r , N a s h v i l l e , Tennessee 1931 
Leon C. Simon Manufacturer and. Wholesaler , New Or leans , La. 1932 

Class C: 

Geo. S. H a r r i s P r e s . , E x p o s i t i o n Cotton Mi l l s , A t l a n t a , Ga. 1930 
W. E. K e t t i g Southern Rep . , Crane Co., Birmingham, Ala . 1931 
Oscar Newton A t l a n t a , Georgia. 1932 

MEMBER FEDERAL ADVISORY COUNCIL 

J . P . B u t l e r , J r . 

COUNSEL 

Randolph, Pa rke r & Fo r t son 
Digitized for FRASER 
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DISTRICT M O . 7 

F3D3RA1 RESERVE BAlfiC OP CHICAGO 

OFFICERS ATO DIRECTORS, 1930 

OFFICERS 

X-6492 

M 

J . B. McDougal, Governor 

J . H. B l a i r , Deputy Governor 

C. 'R . McKay, Deputy Governor 

William A. Heath, Chairman of the Board 
and Federal Reserve Agent 

Janes Simpson, Deputy Chairman of the 
Board 

W. H. White, A s s i s t a n t Federal Reserve 
Agent and S e c r e t a r y 

C. S. Young, A s s i s t a n t Federa l Reserve 
Agent 

H. G. P e t t , Manager, R. & S. 
F. R. Burgess, Audi tor 
¥ . A. Hopkins, A s s i s t a n t Auditor 

Vf. C. Bachman, Con t ro l l e r 
K. C. Chi lds , Con t ro l l e r 
J . H. D i l l a r d , C o n t r o l l e r 
D. A. Jones , Con t ro l l e r 
0 . J . ITetterstrom, Con t ro l l e r 
A. L. Olson, A s s t . Con t ro l l e r & A s s t . S e c ' y . 

F. Bat email, Manager 
J . C. Callahan, Manager 
R. E. Coul te r , Manager 
A. W. Dazey, Manager 

Class A; 

George M.- Reynolds 
Edward R. E s t h e r g 
Geo. J . S c h a l l e r 

Class B: 

J . G. Rober ts , Manager, 
3 . A. Delaney, Manager 
I r v i n g F i sche r , Manager 
R. J . Hargreaves, Manager 

DIRECTORS 

P . A. L inds ten , Manager 
L. G. Meyer, Manager 
L. G. Pavey, Manager 
F. L. Pu r r i ng ton , Manager 

Chrm., C o n t ' l . N a t ' l . Bank & Trust Co., Chicago, 111. 
P r e s . , Waukesha N a t ' l . Bank, Waukesha, Wis. 
P r e s . , C i t i z e n s F i r s t Na t ' l .Bank , Storm Lake, Iowa 

Term 
Expires 
Dec. 31 

1930 
1931 
1932 

S. T. Crapo 
Robert Li. F e u s t e l 

Class C: 

Wm. A. Heath 
F . C. Ba l l 
James Simpson 

Sec. & Treas . , Huron P o r t . Cement Co., D e t r o i t , Mich. 
P r e s . , Ind iana Service Corp. , For t Wayne, Ind . 

Chicago, 111. 
P r e s . , B a l l Bros . Co., Muncie, Ind. 
P r e s . , Marshal l F i e l d 2c Co., Chicago, 111. 

1930 
1931 
1932 

1930 
1931 
1932 

MEMBER FEDERAL ADVISORY COUNCIL 

Frank 0. Wetmore 
C0U1TS3L 

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



X-6492 
DISTRICT 110. 3 

• I '1.1, 
FED3RAL R3S3RVE 3AHK OF ST. LOUIS 

OFFICERS Aim DIRECTORS, 1950 

OFFICERS 

j Wm. McO. l i a r t i n , Governor 

0 . M. At tehery , Deputy Governor 

J a s . G. McCohkey, S e c ' y . & Counsel 

R o l l a Wells , Chairman of the Board and 
Federa l Reserve Agent 

John w. Boehne, Deputy Chairman of the 
Board 

C. M. S tewar t , A s s i s t a n t Federa l Reserve 
Agent 

L. H. Ba i l ey , Act ing A s s i s t a n t Federal 
Reserve Agent 

Wm. L. Gregory, J r . , Ac t ing A s s i s t a n t 
Federa l Reserve Agent 

E. J . Hovy, Audi tor 
A. E. Debrecht, A s s i s t a n t Auditor 

A. H. H a i l l , C o n t r o l l e r 
S. F. Gilmore, Con t ro l l e r 
F. IT. H a l l , Con t ro l l e r 
C. A. Schacht , Con t ro l l e r 
G. 0. Kol locher , C o n t r o l l e r 

DIRECTORS 

Class A: 

Max B. Nahra 
John C. Mar t in 
John G. Lonsdale 

Term 
Expires 
Dec. 31 

V.P. , C i t i z e n s Hat '1 .Bank, Bowling Green, Ky. 1930 
V.P.- - Cash ie r , Salem H a t ' 1 . Bank, Salem, 111. 1931 
P r e s . , Mercan t i l e - Commerce Bk. & Tr. Co., S t . Louis, Mo. 1932 

Class B: 

J . "7. H a r r i s P r e s . , H a r r i s - P o l k Hat Co., S t . Louis, Mo. 1930 
W. B. P lu t ike t t P r e s . , P l u n k e t t - J a r r e l l Groc. Co., L i t t l e Rock, Ark. 1931 
M. ? . S t u r d i v a n t P l a n t e r , Glendora, M i s s i s s i p p i 1932 

Class C: 

R o l l a Wells S t . Louis , Mo. 1930 
Paul D i l l a r d D i l l a r d & C o f f i n Co., Memphis, Tenn. . 1931 
John W. Boehne R e t i r e d , S v a n s v i l l e , Ind . 1932 

M3L3ER F3EEHAL ADVISORY COUNCIL 

Walter 1 . Smith 

C0U1TSSL 

J a s . G. McCorikey 
Digitized for FRASER 
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DISTRICT NO. 9 

FEDERAL RESERVE BAM OF MINNEAPOLIS 

OFFICERS AMD DIRECTORS, 1930 

OFFICSES 

X-6492 
±li 

W. B. Geery, Governor 

Harry Yaeger, Deputy Governor 

H. I . Ziemer, Deputy Governor 

Gray Warren, Cashier 

Class A; 

Kar l J . Farup 
Pau l J . Leeman 
J . C. B a s s e t t 

Class B: 

John S. Owen 
7/. 0. Washburn 
N. B. Ho l t e r 

Class C: 

Homer ? . Clark 
Geo. W. McCormick 
John E. Mi t che l l 

John E. Mi t che l l , Chairman of the Board 
and. Federa l Be serve Agent 

Homer P. Clark , Deputy Chairman of the 
Board 

Cur t i s L. Mosher, A s s i s t a n t Federa l Re-
serve Agent 

Fred K. Ba i l ey , A s s i s t a n t Fede ra l Be serve 
Agent 

Frank C. Du.nlop, C o n t r o l l e r 

Leonard E. Bas t , A s s i s t a n t Cashier 
Harold C. Core, Ass i s t an t Cashier 
Arthur B. Larson, A s s i s t a n t Cashier 

DIBECTOBS 

P r e s . , F i r s t Hat 1 1. Bank, Park Biver , IT. D. 
V. P . , F i r s t Nat•1 . Bank, Minneapolis , Minn. 
P r e s . , Aberdeen Hat *1. Bank, Aberdeen, S. D. 

John S. Owen Lumber Co., Eau C l a i r e , Wis. 
A. J . Krarik Mfg. Co., S t . Pau l , Minn. 
A. M. Ho l t e r Hardware Co., Helena, Mont. 

p r e s . , ' Jest Pub l i sh ing Co., S t . Pau l , l l inn . 
P r e s . , Menominee Biver Sugar Co., Menominee, Mich. 
Minneapol is , Minn. 

M3KBER FEDERAL ADVISORY COUNCIL 

Geo. H. P r i n c e 

COUNSEL 

Term 
Exp i res 
Dec. 31 

1930 
1931 
1932 

1930 
1931 
1932 

1930 
1931 
1932 

Andreas Ueland 

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



DISTRICT NO. 10 X-6492 
" I " S , * 

F2Dl2RAL R3S3RVS BAM OF KANSAS CITY 

OFFICERS A2TD DIRECTORS, 1930 

OFFICERS 

17. J . Ba i l ey , Governor M. L. McClure, Chairman of the Board 
and Federa l Reserve Agent 

C. A. Worthington, Deputy Governor Wm. L. P e t r i k i n , Deputy Chairman of the 
Board 

J . W. Helm, Cashier & Deputy Governor A. M. McAdams, A s s i s t a n t Federa l Reserve 
Agent and Sec re t a ry 

S. A. l i iardell , Audi to r 

John P h i l l i p s , J r . , A s s i s t a n t Cashier 
G. E. Bar ley , A s s i s t a n t Cashier 
E . P . Tyner, A s s i s t a n t Cashier 
M. W. 3 . Park , A s s i s t a n t Cashier 
G. H. P ipk in , A s s i s t a n t Cashier 
N. R. Oherwortmann, A s s i s t a n t Cashier and 3xaminer 

DIRECTORS 

Term 
Expires 

Class A; Dec. 51 

C. C. Parks V .P . , F i r s t JTa t ' l . Bank, Denver, Colo. 1930 
Frank W. Sponable P r e s . , Miami County F a t ' 1 . Bank, Pao la , Kansas 1931 
E. E. Mullaney P r e s . , Farmers & Merchants Bank, H i l l C i ty , Kansas 1932 

Class B: 

1930 
J . M. BernarcLin J . M. Bernard in lumber Co., Kansas u i t y , Mo. 1931 
L. 3 . P h i l l i p s V.P . , P h i l l i p s P e t r o l . Co., B a r t l e s v i l l e , Oklahoma 1932 

Class C: 

E. M. Brass Farming & Lives tock , Grand I s l a n d , Nebraska 1930 
Wm. L. P e t r i k i n P r e s . , Great Western Sugar Co., Denver, Colo. 1931 
M. L. McClure Kansas Ci ty , Missour i 1932 

MEMBER FEDERAL ADVISORY COUNCIL 

W. S. McLucas 

C0UITS3L 

H. G. Leedy 

Digitized for FRASER 
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DISTRICT 110. 11 

I3EEHAL R3SERVE BAM OF DALLAS 

OFFICERS. MD DIRECTORS, 1930 

OFFIC'JRS 

X—5492 
1 - 1 

Lynn P . Ta l l ey , Governor 

E. B. G i l b e r t , Deputy Governor 

R. B. Coleman, Deputy Governor 

Fred H a r r i s , Cashier 

W. 0 . Ford, A s s i s t a n t Deputy Governor 

C. C. Walsh, Chairman of the Board and 
Federal Reserve Agent 

S. B. P e r k i n s , Deputy Chairman of the 
Board 

C. C. H a l l , A s s i s t a n t Federa l Reserve 
Agent 

V?. J . Evans, A s s i s t a n t Federa l Reserve 
Agent 

w. P. Clarke, General Auditor 
C. C. True, A s s i s t a n t Auditor 

Class A; 

J . H. F ro s t 
W. H. P a t r i c k 
J . P . Will iams 

Class B: 

J , R. L i l a c 
A» S. Cleveland 
J . J . Culber t son 

Class C: 

S . B. Pe rk ins 
C, C. Walsh 
E. R. Brown 

L. G. Pondrom, A s s i s t a n t Cashier 
3 . 3 . Aust in , A s s i s t a n t Cashier 
R. 0 . V/ebt), A s s i s t a n t Cashier 

DIRECTORS 

P r e s . , F r o s t H a t ' 1 , Bank, San Antonio, Texas 
P r e s . , F i r s t K a t ' l . Bank, Clarendon, Texas 
P r e s . , F i r s t ITa t ' l . Bank, Mineral we l l s , Texas 

V.P . , Cooper Grocery Co., Waco, Texas 
F . D. Cleveland & Sons, Houston,, Texas 
V.P. , Southland Cotton Oil Co., P a r i s , Texas 

P r e s . , Pe rk ins Dry. .Goods. Co., Dallas. ?aw.s 
Da l l a s , Texas * 
P r e s . , Magnolia Petroleum Co., Da l l a s , Texas 

MEMBER FEDERAL ADVISORY C0U1TCIL 

B. A. McKinney 

COUNSEL 

Term 
Exp i res 
Dec. 31 

1930 
1931 
1932 

1930 
1931 
1932 

1930 
1931 
1932 

Char les C. Huff 
Locke, Locke, S t roud & Randolph 

Digitized for FRASER 
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DISTRICT HO. 12 

FBIERAL RESERVE BAM OF SAIT FRA1TCISCO 

OFFICERS ASD DIRECTORS, 1930 

OFFICERS 

K - 6 4 9 2 - f ^ 

Jno. U. Calkins , Governor 

W. A. Day, Deputy Governor 

I r a Clerk, Deputy Governor 

17. M. Hale, Cashier 

C. B. Earh. ir t , A s s i s t a n t Cashier 
C. D. P h i l l i e s , Ass i s t an t Cashier 
H. N. Mangels, A s s i s t a n t Cashier 

Isaac B. Hewton, Chairman of the Board 
and Federal Reserve Agent 

T'alton F. Eoore, Deputy Chairman of the 
I oar a 

S. G. Sargent , A s s i s t a n t Federa l Reserve 
Agent and Sec re t a ry 

0 . P. TJheeler, Acting A s s i s t a n t Federal Res 
Agent 

J . K. Holman, General Auditor 
R. T. Hardy, Auditor 

3 . C. Mail H a r d , A s s i s t a n t Cashier 
F. C. Bold, A s s i s t a n t Cashier 
J . M. Osmer, A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expires 
Dec. 31 

Cashier , Jackson County Bank, Medford, Oregon 1930 
P r e s . , He. of C a l i f o r n i a , IT.A., San Franc isco , Cal . 1931 
P r e s . , P a c i f i c H a t ' l . A g r . C r e d i t Corp., San Francisco, Cal. 1932 

P r e s . , Broadway Department Store , Ir .c. , Jos Jjvvolas-.-. Ca l . 1930 
V.P. , Madera Sugar Pine Co., Madera, C a l i f o r n i a 1931 

1932 

Class A: 

Vernon H. Vawter 
C. K. Mcintosh 
T. H. Ramsay 

g l a s s B: 

Malcolm McHaghten 
3 . H. Cox 
A. B. C. Dohrmann Ohnn.f: Dohrmann Coam'l. Co., San Francisco , Gal. 

Class C: 

Walton H. Moore 
Wm. Sproule 
Isaac B. Newton 

Chrm., Walton H. Moore Dry Goods Co., San Franc isco , Cal . 1930 
Southern Pac. By. Co., San Franc isco , Cal . 1931 

San Francisco , C a l i f o r n i a 1932 

MEMBER FEDERAL ADVISORY COUHCIL 

F . L. Lipman 

COUHSEL 

A. C. Agnew 

Digitized for FRASER 
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X-6492-a 
DISTRICT 110. 2 

BUFFALO BRANCH of the FEDERAL RESERVE BAH OF MEW YORE 

• U , 

OFFICERS AND DIRECTORS, 1930. 

OFFICERS 

Robt. M. O'Hara, Managing Di rec to r H. W. Snow, Cashier 
R. B. Wi l t se , A s s i s t a n t Manager C. L. Blakes lee , A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expires 
Dec. 31 

Robt. M. O'Hara B u f f a l o , H. Y. 1930 
Arthur G. Hough # Chrm. P r e s . , "iviard Plow Co., Ba tav ia , N. Y. 1930 
Geo. F . Rand P r e s . , Marine Trust Co., B u f f a l o , H. Y. 1930 
Geo. G-. K l e i n d i n s t # P r e s . , L i b e r t y Bank, B u f f a l o , IT. Y. 1931 
Jno . T. Symes P r e s . , Niagara Co. N a t ' l . B k . & Trus t Co., Lockport,H.Y 1931 
F. B. Cooley # P r e s . , 3J.Y. Car Wheel Co., Bu f f a lo , IT. Y. 1932 
Lewis (t. Harriman P r e s . , M. & T. Trust Co., B u f f a l o , Y. 1932 

f Appointed "by the Board. 

Digitized for FRASER 
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DISTRICT NO. 4 X-6492-a 
•f -

CIMCI1EATI BRANCH of the FEDERAL RESERVE BAH OF CLEVELAND -i--£ 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

C. F. McCorahs, Managing D i r e c t o r 
B. J . Lazar, Cashier 

Bruce Kermelly, A s s t . Cashier 
E. N. O t t , Ass t . Cashier 

DIRECTORS 

C. F. McCombs 
Geo. M. Ver i ty # Chrm. P r e s . 
B. H. Kroger Chrm. 
Fred. A. Geier # P r e s . , 
E. S. Lee P r e s . , 
John Qrawake # P r e s . , 

C i n c i n n a t i , Ohio 
Arner. R o l l i n g Mil l Co., Middle town, Ohio 
Prov iden t Savings Bk. & Tr. Co., Cinn . , Ohio 
Cinn. M i l l i n g Machine Co., C i n c i n n a t i , Ohio 
F i r s t N a t ' l . Bank & Tr. Co., Covington, Ky. 
TJ. S. P l a y i n g Card Co., C i n c i n n a t i , unio 

•T. J . Davis 3 h m . , F i r s t Hat 1 1. Bank, C i n c i n n a t i , Ohio 

Term 
Expires 
Dec. 31 

1930 
1930 
1930 
1931 
1931 
1932 
1932 

PITTSBURGH BRANCH of the FEDERAL RESERVE BANK OF CLEVELAND 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

J . C. Nevin, Managing Di rec to r 
T. C. Griggs, Cashier 

P . A. Brown, Ass t . Cashier 
F. E. Cobun, A s s t . Cashier 

DIRECTORS 

J . C. Nevin P i t t s b u r g h , Pennsylvania 
J o s . R. Naylor # Chrm. V.P. , John S. Naylor Co., Wheeling, West V i r g i n i a 
R. B. Mellon P r e s . , Mellon N a t ' 1 . Bk., P i t t s b u r g h , Pennsylvania 
A. E. Braun P r e s . , Farmers Deposit Nat 1 1. Bk. , P i t t s b u r g h , Pa . 
James Rae S e c y . - T r e a s . , Arbuthnot Stevenson Co., 11 " 
A. L. Humphrey # P r e s . , Westinghouse Air Brake Co., P i t t s b u r g h , Pa . 
J o s . R. Eisaman V.P . , F i r s t N a t ' 1 . Bank, Greensburg, Pennsylvania 

Tenn 
Expires 
Dec. 31 

1930 
1930 
1930 
1931 
1931 
1932 
1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT MO, 5 X - 6 4 9 2 - a 

BALTIMORE BRANCH of the FEDERAL B3S1RV3 BABE OF RICHMOND 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

A. H. Dudley, Managing D i r e c t o r 
M. F. Reese, Cashier 

DIRECTORS 

T. I . Hays, A s s i s t a n t Cashier 
J . R. Cupit , A s s i s t a n t Cashier 

Term 
Expi res 
Dec. 31 

A. H. Dudley Bal t imore , Maryland 
Norman James # Clirm. James Lumber Company, Bal t imore, Maryland 
H. B. Wilcox 
Wm. H. Mat t ha i # 
Levi B. P h i l l i p s 
E. P . Cohi l l # 
Car te r G. Osburn 

V. P . , Merchants Nat 11. Bank, Bal t imore , Maryland 
P r e s . , Beaver Dam Marble Company, Bal t imore , Maryland 
P r e s . , N a t ' l . Bank of Cambridge, Cambridge, Maryland 
P r e s . , Tonoloway Orchard Company, Hancock, Maryland 

1930 
1930 
1930 
1931 
1S31 
1932 

P r e s . , Farmers & Merch. N a t ' l . Bank, Bal t imore , Maryland 1932 

CHARLOTTE BRANCH of the FEDERAL RESERVE BANE OF RICHMOND 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

Hugh Leach, Managing Di rec to r 71. T. Clements, Cashier 

DIRECTORS 

Term 
Expi res 
Dec. 31 

Hugh Leach C h a r l o t t e , N. C. 1930 
John A. Law # Chrm. Manufacturer-Banker, Spartanburg, S. C. 1930 
Robert Gage V. P . & Cashier , Commercial Banlc, Chester , S. C. 1930 

• Jno. L. Morehead # Manufacturer , Cha r lo t t e , N. C. 1931 
iV. H. wood P r e s . , American Trust Company, Char lo t t e , H. C. 1931 
Chas. A. Cannon # P r e s . , Cannon Mfg. Company, Eannapol is , IT. C. 1932 
~ti. J . Roddey, S r . Chrm., Columbia N a t ' l . Bank, Columbia, 5. C. 1932 

# Appointed by the Board. 
Digitized for FRASER 
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DISTRICT NO. 6 

.NEW ORLEANS BRANCH of the FEDERAL RESERVE BANK OF ATLANTA 

OFFICERS AND. DIRECTORS, 1930 

1 2 0 
X-645<j~a 

OFFICERS 

Marcus Walker, Managing D i r e c t o r 
James A. Walker, A s s i s t a n t Manager 

DIRECTORS 

Win. H. Black, Cashier 
F. C. V a s t e r l i n g , A s s t . Cashier 
W. E. M i l l e r , A s s t . Audi tor 

Term 
Expires 
Dec. 31 

Marcus Walker New Orleans , La. 
Alber t P . Bush # 
J . D. C'Keafe 
P. H. Saunders .# 
R. S. Kecht 

V. P . , T. G. Bush Grocery Company, 1 ' ob i l e , Alabama 
p r e s . , Whitney Hat11. Ban":, Hew Orleans , La. 
V. P . , ITewnan, Saunders & Co., I n c . , He1/. Or leans , " a . 
P reS i , Hibern ia Bank & Trust Company, rev; Orleans , La. 

L. C. Simon # Chrm» V. P . , Kohn, T.eil & Simon, I n c . , New Orleans, La. 
F. W. Foote P r e s . , F i r s t ITa t ' l . Banlc, Ha t t i e sbu rg , M i s s i s s i p p i 

1930 
192:0 
1930 
1901 
1931 
1932 
193.3 

BIRMINGHAM BRANCH of the FEDERAL RESERVE BANK OF ATLANTA 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

A. E. Walker, Managing D i r e c t o r fi« J i Urquha±t» Cashier 
T. N. Rnowlton# Asst« Cashier 

DIRECTORS 

A. E. Walker 
E. F. A l l i s o n # 
W. E. Henley 
W. H. K e t t i g * h i 
John H. Frye 
Oscar Wells # 
W. W. Crawford 

Term 
Expires 
Dec. 31 

Birmingham, Alabama 1930 
P r e s . , A l l i s o n Lumber Company, Bellamy, Alabama 1930 
P r e s . , Birmingham Trust & Savings Co., Birmingham, Ala . 1980 

?i'a» Southern R e p r e s e n t a t i v e , Crane Co., Birmingham, Alabama 1931 
P r e s . , Cen t ra l Investment Co., Birmingham, Alabama 1931 
P r e s . , F i r s t Nat 1 1. Bank, Birmingham, Alabama 1932 
Chrm., American Traders Nat 1 1. Bank, Birmingham, Alabama 1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT 110. 6 X-6492-a 

JACKSONVILIE BRANCH of the FEDERAL RESERVE BAHK OF ATLANTA. 

OFFICERS AI'D DIRECTORS, 1930 

OFFICERS 

S. McLarin, J r . , Managing Di rec to r 

W. S. McLarin, J r . 
S. 0 . Chase # Chm. 
A. F. Pe r ry 
J . C. Cooper £ 
G. Gr. Ware 
Ful ton Saussy # 
Edw. W. Lane 

DIRECTORS 

Geo. S. Varderaan, Cashier 
Mary E. Mahon, A s s i s t a n t Cashier 

Term 
Expires 
Dec. 31 

J a c k s o n v i l l e , F l o r i d a 1S30 
Chase & Company, Sanford, F l o r i d a 1930 
P r e s . , F l o r i d a N a t ' l . Bank, J a c k s o n v i l l e , F l o r i d a 1930 
At to rney a t Law, J a c k s o n v i l l e , F l o r i d a 1931 
P r e s . , F i r s t N a t ' l . Bank, Leesburg, F l o r i d a 1931 
Saussy & Common, J a c k s o n v i l l e , F l o r i d a 1S32 
Chrm., A t l a n t i c N a t ' l . Bank, J a c k s o n v i l l e , F l o r i d a 1932 

EA.SEVILLE BRANCH of the FEDERAL RESERVE BAH OF ATLANTA. 

OFFICERS Aim DIRECTORS, 1930 

OFFICERS 

J o e l B. For t , J r . , Managing D i r e c t o r E. R. Har r i son , Cashier 
Leo i»". S t a r r , A s s i s t a n t Cashier 

DIRECTORS 

J o e l B. For t , J r . 
Wm. P. Ridley # 
J . E. Caldwell 
Luke Lea # Chrm. 
J . B. Ramsey 
P . M. Davis # 
E. A. Lindsey 

Term 
Expires 
Dec. 31 

N a s h v i l l e , Tennessee 1930 
Farmer, Columbia, Tennessee 1930 
P r e s . , Four th & F i r s t N a t ' l . Ek. , N a s h v i l l e , Term. 1930 
P u b l i s h e r , Nashv i l l e , Tennessee 1931 
P r e s . , Holston-Union N a t ' 1 . Bank, Knoxvi l le , Tenn. 1931 
V. P . , American N a t ' l . Bank, N a s h v i l l e , Tennessee 1932 
P r e s . , Tenn. Hermitage N a t ' l . Ek. , N a s h v i l l e , Tenn. 1932 

SAVANNAH AC-ENCY of the FEDERAL RESERVE BANK OF ATLANTA 

J._H. Bowden^ Manager _ _ _ _ _ _ _ _ _ _ _ _ _ James A._Goethe, _Assistant_Manager_ 
HAVANA AGENCY of the FEDERAL RESERVE BAH OF ATLANTA 

L. L. Magruder, Manager 

# Appointed by the Board. 

H. C. F raze r , A s s i s t a n t Manager 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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DISTRICT 170. 7 X-6492-a 

D3TR0IT BRA3.7CH of the R'DS:iRTJ BAM CF CHICAGO 

OFFICERS A1CD DIR1CTCRS, 1930 

OFFICES 

i p o 

Wi Ri Cation* Managing Di rec to r 
H. J . Cha l fon t , Cashier 

J . G. Baskin, A s s i s t a n t Cashier 
G. T. J a r v i s , A s s i s t a n t Cashier 
F . L. Bcwen, A s s i s t a n t Auditor 

I sadore Levin, Ass t . Counsel 

DIRECTORS 

W. R. Cat ion 
David Lie Mo r ran # Ciir 
Geo. B. Morley 
James I n g l i s # 
Wm. J . Gray 
IT. P. H u l l # 
J u l i u s H. Haass 

D e t r o i t , Michigan 
P r e s . , Heinr . Franck Sons, I n c . , Bay Ci ty , Michigan 
P r e s . , Second ITat11 .• Bank, Saginaw, Michigan 
P r e s . , American Slower Company, D e t r o i t , Michigan 
7 . Ciinn., F i r s t Nat ional Bark, D e t r o i t , Michigan 
P r e s . , Grange L i f e Insurance Co., Lansing, Michigan 
P r e s . , Peoples-V.'ayne Co. Baric, D e t r o i t , Michigan 

Term 
Expires 
Dec. 51 

19 SO 
1950 
1930 
1931 
1931 
1932 
1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT NO; 8 X-6492-a 

LOUISVILLE BRA2ICH of the FEDERAL RESERVE BAI1K OF ST. LOUIS 

OFFICERS AjvD DIRECTORS, 1930 

OFFICERS 

"I «>". 

W. P. Kincheloe, Managing Di r ec to r 
John T. Moore, Cashier 

Ear l R. Muir, A s s i s t a n t Cashier 
L. A. Moore, A s s i s t a n t iiuclitor 

DIRECTORS 

W. P . Kincheloe L o u i s v i l l e , Kentucky 
E. K. Woods w Chrni. P l a n t e r , Lucas, Kentucky 
T. D. Sca les 
E. L. Swearingen # 
Jno . T. Reynolds 
Wm. 'Black # 
Eugene 3 . Hoge 

P r e s . , F i r s t N a t ' l . Bank, Boonvi l le , Indiana 
P r e s . , F i r s t N a t ' l . Bank, L o u i s v i l l e , Kentucky 
P r e s . , F i r s t N a t ' l . Bank, Greenv i l l e , Kentucky 
P r e s . , 3 . F . Avery & Sons, L o u i s v i l l e , Kentucky 
P r e s . , S t a t e N a t ' l . Bank, F r a n k f o r t , Kentucky 

Term 
Expires 
Dec. 51 

1930 
1930 
1930 
1931 
1931 
1932 
1932 

MEMPHIS BRANCH of the FEDERAL RESERVE BAH OF ST. LOUIS 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

W. H. Glasgow, Managing Di rec to r C. E. Mart in , A s s i s t a n t Cashier 
S. K. Belcher , Cashier 

DIRECTORS 

Term 
Expires 
Dec. 51 

W. H. Glasgow Memphis, Tennessee 1930 
E. L. A n d e r s o n # Chrm, P r e s . , King & Anderson, C l a r k s da le , Miss.. 1930 
R. B. Snow den V. P . , Bank of Commerce & Trust Co., Memphis, Tenn. 1930 
S. 3 . Ragland f P r e s . , F i r s t ITa t ' l . Bank, Memphis, Tennessee 1931 
J . ";7, Alderson V. P . , Bank of E a s t . Ark. , F o r r e s t Ci ty , Arkansas 1931 
",7m. Org i l l if P r e s . , O r g i l l Bros . & Co., Memphis, Tennessee 1932 
J . M. Tar ran t P r e s . , F i r s t - C i t i z e n s ITat ' l . Bk., Dyersburg, Tenn. 1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT 110. 8 X-64S2-& 

LITTL3 BOCK BRANCH of the FEDERAL PJSS3RV3 BASK OF ST. LOUIS ;A w ^ 

OFFICERS AI7D DIRECTORS, 1930 

OFFICERS 

A. F . Ba i l ey , Managing D i r e c t o r C. Wood, A s s i s t a n t Cashier 
M. H. Long, Cash ie r 

DIRECTORS 

Term 
JBxpiror 
Dec. oZ 

A. F . Ba i l ey L i t t l e Rock, Arkansas 1910 
Kainp ".'."illiaus Chrvn. P r e s . , Haiap V i l l i a n s Hardware Co., Hot Sp r ings , Ark. 1930 
J n o . IvI. Davis P r o s . , ch . STat ' l . Bank, L i t t l e Rock, Arkansas 1950 
Uoorhead T.'rirht # * Chrm., Union Trus t Conroany, l i t t l e Rock, Arkansas 1931 
Jo i l ichol p r o s . , S i m o n s Ha t 1 1 . Bank, P ine B l u f f , Arkansas 1931 
G-. H. CanTpoell y I n s u r a n c e , L i t t l e Rock, Arkansas 1932 
S t u a r t J i l s o n P r e s . , S t a t e Nat iona l . Ban.:, Texarkana, Arkansas 1932 

f Appointed by t h e Board. 

Digitized for FRASER 
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DISTRICT KO. 9 X-6492-a 

HT.L3HA. BRAITCH of the P3DSRAL HES3SVS BAH OF MIlHBAPOLtS '-I S 5 

OFFICERS AM) DIR3CT0HS, 1950 

OFFICERS 

E. E. Towle, Managing D i r e c t o r A. A. Hoerr, A s s i s t a n t Cashier 
H. L. Zimmerman, Cash ie r 

T. B. Weir, Counsel 

DH3CT0BS 

Term 
Expires 
Dec. 31 

H. 3 . Towle Helena, Montana 1930 
C. J . Kel ly £- Chrm. Hanson Packing Company, But te , Montana 1950 
Samuel McKennan P r e s . , Union Bank & Trus t Company,• Helena, Montana 1930 
Henry Siehen # P r e s . , Siehen Lives tock Co., Helena, Montana 1951 
T. A. Marlow p r e s . , Nat ional Bank of Montana, Helena, Montana 1931 

# Appointed "by the Board.. 

Digitized for FRASER 
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DISTRICT !TO. 10 X-6-1-9 2-a 

ISEIWZR BRA17CH of the FEDERAL RESER'" 3A1E OF K A S S a S CITY 

OFFICERS Aim DIRECTORS, 1930 

0FFIC3KS 

J . E. Olson, Managing Di r ec to r J . A. Cronan, A s s i s t a n t Cashier 
S'. A. Brown, Cashier 

DIRECTORS 

Term 
Expires 
De c . 51 

J . 3 . Olson Denver, Colorado 1950 
Merr i t W. Gano # Chrm. The Gano-Downs Co., Denver, Colorado 1950 

•Harold Kountze Chrm., Colorado Mat11. Bank, Denver, Colorado 1950 
Murdo MacKenzie f The Hatador Land e C a t t l e Co., L t d . , Denver, Colorado 1951 
Harry F . F a r r L ives tock & Farming, Greeley, Colorado 1951 
E. H. Davis # Wholesale Drug Business , Denver, Colorado 1952 
Henry Swan V. P . , U. S. n a t i o n a l Banlc, Denver, Colorado 1952 

OMAHA BRANCH of the FED2EUL RES3RYE BAH OF KANSAS CITY 

OFFICERS AI!D DIRECTORS, 1950 

OFFICERS 

L. H. E a r h a r t , Managing Di r ec to r • v7n. P h i l l i p s , A s s i s t a n t Cashier 
G. A. Gregory, Cashier 0 . P . C o r d i l l , A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expires 
Dec. 31 

L. H. Ea rha r t Omaha, Nebraska 1930 
W. W. Magee f Chnn. Farmer - Stockman, Bennington, Nebraska 1930 
R. 0. Marnell Cashier , Merchants ITa t ' l . Bank, Nebraska Ci ty , Nebr. 1930 
Wm. Diesing # Cudahy Packing Co., Omaha, Nebraska 1931 
A. H. Marble P r e s . , Stock Growers ITat ' l . Bank, Cheyenne, Wyoming 1951 
Wm. E. Hardy # Hardy F u r n i t u r e Company, Lincoln , Nebraska 1952 
T. L. Davis V. P . , F i r s t Ra t iona l Bank, Omaha, Nebraska 1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT HO. 10 X-64S5-a 

OKLAHCI.IA CITY BRANCH of the T3D3RAL H3S3RV3 BAiZ OF XA1-TSAS CITY 

OFFICERS Alii) DIR3CT0BS, 1930 

OFFICERS 

C. E. Daniel , Managing Di r ec to r 
B. 0 . v.'underlich, Cashier B. L. Mathes, A s s i s t a n t Cashier 

DIBECTOBS 

C. I . Daniel 
J . B. Doolin # Chria. 
William Mee 
W. F. Nichols # 
Ned Holman 
Aust in Mi l l e r # 
H. H. Ogden 

Tern 
Expires 
Dec. 51 

Oklahoma Ci ty , Oklahoma 1970 
Schaefer -Dool in Mortgage Co., Alva, Okla, 1930 

C2i '.;i., Ex. Com., Am. 1 s t N a t 1 ! . Bk., Okla .Ci ty , Okla. 1930 
I . " c h a n d i s i n g & Lives tock, Tulsa , Oklahoma 1931 
V. P . , Exchange N a t ' 1 . Bank, Tulsa, Oklahoma 1931 
P r e s . , Okla. F u r n i t u r e Mfg. Co., Okla. C i ty , Okla. 1932 
P r e s . , F i r s t Nat . Bk. & Tr. Co., Muskogee ,Okla . 1932 

# Appointed by the Board, 

Digitized for FRASER 
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DISTRICT HO. 11 

EL PASO BRANCH of the FEDERAL H3S3RV3 BAH OF DALLAS 

OFFICERS Aim DIRECTORS, 1930 

X-6493-a 
128 

J . L. Hermann, Managing Di rec to r 

OFFICERS 

DIRECTOBS 

Al l en Sayles , Cashier 

Term 
Expires 
Dec. 31 

J . L. Hermann El Paso, Texas 
A. J . Crawford # Chrm. P r e s . , Peoples Mercant i le Co., Carlsbad, II. M. 
Geo. D. F lory V. P . , The S t a t e Nat ional Bank, 31 Paso, Texas 
C. M. Newman # P r e s . , Newman Investment Co., El Paso, Texas 
E. M. Hard Pres . , H. Lesinsky Company, El Paso, Texas 
A. P . Coles # Investments , El Paso, Texas 
A. F. Jones Cashier , F i r s t Nat 1 1. Bank, P o r t a l e s , N. M. 

1SCT; 
19uC 
1M0 

19?x 
195 J 
19L2 

HOUSTON BRANCH of the FEDERAL BESZRVE BANK OF DALLAS 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

H. P.. DeMoss, A s s i s t a n t Cashier W. D. Gentry, Managing D i r e c t o r 
C. B. Mendel, Cashier 

DIRECTORS 

W. D. Gentry 
E. A. Peden # Chrm. 
Fred W. C a t t e r a i l 
Guy M. Bryan 
R. M. F a r r a r •-
N. E. Meador 
J . Cooke Wilson # 

Houston, Texas 
P r e s . , Peden I ron & S t e e l Co., Houston, Texas 
Cash ie r , F i r s t N a t ' l . Bank, Galveston, Texas 
V. P . , Second N a t ' l . Bank, Houston, Texas 
P r e s . , F a r r a r Lumber Co., Houston, Texas 
P r a s . , Nat iona l Bank of Commerce, Houston, Texas 
P r e s . , The Wilson Broach Co., Beaumont, Texas 

Term 
Expires 
Dec. 31 

1930 
1930 
1930 
1931 
1931 
1932 
1932 

# Appointed by the Board. 

Digitized for FRASER 
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DISTRICT NO. 11 

SAN ANTONIO BRANCH of the F3D3RAL B3S3RV3 BANK OF DALLAS 

OFFICERS aND DIRECTORS, 1930 

X-6492-a 
i ' ..A 

OFFICERS 

M. Crump, Managing Di rec to r 
W. S . Eagle , Cashier 

T. E. Parks , A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expi res 
Dec. 31 

M. Crump San Antonio, Texas 1930 
Jno . M. Bennett # Chrm. P r e s . , S tandard Trust Co., San Antonio, Texas 1930 
R. T. Hunnicut t V. P . , F i r s t Nat ional Bank, Del Rio, Texas 1930 
Reagan Houston # V. ? . , A. B. Frank Co., San Antonio, Texas 1931 
Ernes t Steves P r e s . , Alamo Nat ional Bank, San Antonio, Texas 1931 
Frank G. Crow # V. P . , S t a t e Bank & Trust Co., McAllen, Texas 1932 
Franz C. Groos P r e s . , Groos Nat ional Bank, San Antonio, Texas 1932 

# Appointed "by the Board. 

Digitized for FRASER 
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D I S T R I C T 110. 1 2 

L O S AZ(KL3S BRANCH of the F I D j I R a L HIS IRV1 BAilK OF SA2T ZEtAiTCISCO 

O F F I C E S AHD D I B . I C T O A S , 1 9 3 0 

OFFICERS • 

W. N. Arab rose , Managing Di rec tor A. J . Dumm, A s s i s t a n t Cashier 
M. McRitchie, A s s i s t a n t Manager L. C. Meyer, A s s i s t a n t Cashier 

DIRECTORS 
Term 

3zp i r e s 
Dec. 31 

W. U. Ambrose Los Angeles, C a l i f o r n i a 1930 
J . B. Alexander # Chrm. Spreckles Bros. Comm. Co., Los Angeles, C a l i f o r n i a 1930 
Henry M. Robinson Chrm., Secur i ty - F i r s t na t i ona l Bank, Los Angeles, 1930 

C a l i f o r n i a 
C. B. Voorhis # Pasadena, C a l i f o r n i a 1931 
Fi J i Belcher, J r . P r e s . , F i r s t Bat ' 1«, Tr. & Svgs. Banlc, San Diego, Cal. 1931 

SALT LAKS CITY BRA1TCH of the F3D3LiL ElSZIiVE BAH OF SA21 FWCISCO 

W. L. P a r t n e r , Managing Di rec to r 
H. M. C r a f t , A s s i s t a n t Manager 

OFFICES Aim DIR1CT02S, 1930 

OFFICERS 

Tz. I»i. Smoot, Ass t . Cashier 

W. L. P a r t n e r 
G. 5. Wright # Chrm. 
L. H. Farnsworth 
La faye t t e Hanchett # 
Chas. H. Barton 

D 3 B 3 C T 0 B S 

S a l t Lake City, Utah 
V. P . , Cons, ""agon S Mach. Co., Sa l t Lake City, U. 
Chrm., Walker Bros . , Bankers, Sa l t Lake Ci ty , U. 
Chrm., Utah P. & Light Co., Sa l t Lake City, Utah 
P r e s . , Nat 11. Bank of Commerce, Ogden, Utah 

Term 
3xo i re s 
Dec. 31 

1930 
1930 
1930 
1931 
1931 

# Appointed "by the Board. 

Digitized for FRASER 
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DISTRICT FO. 13 X-6492-a 

PORTLAND BRANCH of the FEDERAL ESSjRY.5 BAH OF SAN FRANCISCO 

OFFICERS AND DIRECTORS, 1930. 

OFFICES 

R. B. West, Managing Di rec to r J . p . Blanchard, A s s i s t a n t Cashier 
S. A. MacEachron, A s s i s t a n t Manager 

DIRECTORS 

Term 
Expires 
Dec. 51 

R. B. West Po r t l and , Oregon 1930 
3award C. Pease # Chrm. Edward C. Pease Co., I n c . , The Dal les , Oregon 1930 
John F. Daly ^ P r e s . , H ibe rn ia Com. & Svgs. Bank, P o r t l a n d , Oregon 1930 
Hathan S t r aus s # F l e i s c h n e r , Mayer & Compare, P o r t l a n d , Oregon 1931 
J . C. Ainsworth P r e s . , U. S. Nat iona l Bank, Po r t l and , Oregon 1931 

SPOKANE BRANCH of the FEDERAL RESERVE BANK OF SAN FRAHCISCO 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

D. L. Davis, Managing D i r e c t o r 
J . M. l e i s n e r , A s s i s t a n t Manager Evan Berg, A s s i s t a n t Cashier 

DIRECTORS 

Term 
Expires 
Dec. 31 

D. L. Davis 
P e t e r McGregor # Chrm. 
R. L. R u t t e r 
G. I . Toevs # 
D. W. Twohy 

Spokane, Washington 1S30 
McGregor Land & Lives tock Co., Hooper, Washington 1950 
P r e s . , Spokane & E a s t e r n Tr. Co., Spokane, Wash. 1930 
V. P . , Centennial Mi l l Co., Spokane, Washington 1931 
Chrm., Old N a t ' l . Bank & Union Tr. Co., Spokane, Hash.1951 

# Appointed by the Board. 

Digitized for FRASER 
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X-64S2~a 
DISTRICT HO. 12 

SEATTLE BRANCH of the FEDERAL RESERVE BANK OF SAN FRAITCISCO 

OFFICERS AND DIRECTORS, 1930 

OFFICERS 

0 . R. Shaw, Managing Di rec to r G-. W. R e l f , A s s i s t a n t Cashier 
B. A. R u s s e l l , A s s i s t a n t Manager 

DIRECTORS 

Term 
Expires 
Dec. 51 

C. R. Shaw S e a t t l e , Washington 1930 
Henry A. Rhodes jf Chrm. Rhodes Brothers Department S to re , Tacorna, "."ash. 1930 
M. F . Backus P r e s . , N a t ' l . Bank of Commerce, S e a t t l e , Washington 1930 
Chas. H. Clarke# G e n ' l . Casual ty Co. of America, S e a t t l e , Washington 1931 
M. A. Arnold P r e s . , F i r s t S e a t t l e Dexter Horton N a t ' l . Bank, 

S e a t t l e , Washington 1931 

# Appointed by the Board, 

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



X-6493 

STATELIEST 07 BUREAU OF ENGRAVING AND PRINTING 

Federa l Beserve Notes, S e r i e s 1928. 

Month of January , 1930. 

il'5 vlO $50 ^100 $500 $1,000 $ 5,000 

Bost on • 100,000 100,000 50,000 5,000 5,000 - - — 

New York 50,000 100,000 50,000 20,000 600 1,000 200 
Ph i l ade lph i a - 20,000 25,000 — - -

Cleveland 50,000 - — — 3 60 200 96 
Richmond 50,000 100,000 • £5,000 5,000 - 100 » - 8 
A t l an t a - - - — — 1,300 2,600 -

Chicago 100,000 150,000 — 1,000 33 -

S t . Louis 100,000 50,000 25,000 — — 100 - • 

Minneapolis 50,000 20,000 10,000 - -

Kansas Ci ty 50,000 20,000 50,000 - -

San Franc i sco 50,000 20,000 - — — — 100 26 

To ta l s , 600,000 580,000 235,000 10,000 25,000 5,560 4 ,033 330 

Total 
,.10,000 shee t s Amount 

Boston - 260 ,000 $23,270.00 
New York 100 222 ,100 19,877.95 
P h i l a d e l p h i a — 45 ,000 4 ,027 .50 
Cleveland 48 50 ,704 4 ,538 .01 
Richmond 6 180 ,116 16,120.38 
At l an ta - 3 ,900 349.05 
Chicago - 251 , 033 22,467.45 
S t . Louis - 175 ,100 15,671.45 
Minneapolis — 80 ,000 7,160.00 
Kansas Ci ty - 120 ,000 10,740.00 
San Franc i sco 46 70 ,172 6,280.40 

1,458 ,125 $120,502.19 

l , ' i 58 ,125 shee t s <8 > 9 . 5 0 per K, . . . $130,502.19 

Bureau of Engraving and P r i n t i n g 

C. R. Lon^, A s s i s t a n t D i r e c t o r . 

Digitized for FRASER 
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X - 6 4 9 5 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR TEE PRESS 

Washington, D. C. 
For immediate re l ease . February 6, 1930-

The Federal Reserve Board announces that the Fed-

eral Reserve Bank of Richmond has es tabl i shed a rediscount 

rate of on a l l c l a s s e s of paper of a l l maturi t ies , e f -

f e c t i v e February 7. 1930. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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X-6496 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

For immediate r e l e a s e . February 6, 1930. 

The Federa l Reserve Board announces t h a t the Federa l 

Reserve Bank of New York has e s t a b l i s h e d a r ed i scoun t r a t e of 

4 pei* cent on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

February 7, 1930. 

Digitized for FRASER 
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X-6497 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

For immediate r e l e a s e . February 7, 1930. 

The Federa l Reserve Board announces t h a t the Fed-

e r a l Reserve Bank of Minneapolis has e s t a b l i s h e d a r ed i scoun t 

r a t e of 4^$ on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c -

t i v e February 8, 1930. 

Digitized for FRASER 
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X-6498 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

Washington, D. C. 
For r e l e a s e a t 3 p . m. February 7, 1930. 

The Federa l Reserve Board, announces t h a t the Federa l 

Reserve Bank of Cleveland has e s t a b l i s h e d a r ed i scoun t r a t e 

of on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

February 8, 1930. 

Digitized for FRASER 
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:i iifi 

x-b^ /y 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR TH3 PfcSSS 

For r e l e a s e a t 3j p.m. February 7, 1930. 

The Federa l Reserve Board announces t h a t the Federa l 

Reserve Bank of Chicago has e s t a b l i s h e d a r ed i s coun t r a t e of 

4$ on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

February 8, 1930. 

Digitized for FRASER 
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X-6500 

F 1 D 3 R A L R S S 3 R V E B O A R D 

STATEMENT FOR TEC PRESS 

For r e l e a s e a t 4; p< m. February 7, 1930. 

The Federa l Reserve Board announces t h a t the Federa l Re-

serve Bank of Da l las has e s t a b l i s h e d a r e d i s c o u n t r a t e of 4^j> on 

a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e February 8, 1930, 

Digitized for FRASER 
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X-6503 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR (THE PRESS 

For r e l e a s e a t 3; p . m. February 10, 1930. 

The Federa l Reserve Board announces tha t the Federa l 

Reserve Bank of S t . Louis has e s t a b l i s h e d a r ed i scoun t r a t e of 

on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

February 11, 1930. 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

For re lease at 3:00 p. m, February 12, 1930-

The Federal Reserve $0&rd. announces that the Federal 

Reserve Bank of Boston has es tabl i shed a rediscount rate of 

4^ on a l l c l a s s e s of paper of a l l maturi t ies , e f f e c t i v e 

February 13, 1930. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-S507 

February 12, 1930. 

SUBJECT: Recommendations of Federa l Reserve Agents ' Conference 
r e E l e c t i o n s of Class A and Class B D i r e c t o r s . 

Dear S i r ; 

The Federa l Reserve Board has given c o n s i d e r a t i o n to 
the t h ree recommendations of the l a s t Conference of Federa l Re-
serve Agents wi th r e g a r d to the e l e c t i o n of Class A and Class 
B d i r e c t o r s of Federa l r e se rve "banks. 

The f i r s t of the suggested changes r e f e r r e d to recom-
mended "by the Conference of Federa l Reserve Agents i s t h a t the 
date f o r the opening of the p o l l s i n the annual e l e c t i o n s of 
Class A and Class B d i r e c t o r s of Federal r e s e r v e banks he 
changed from November 15 to November 1 in order to permi t con-
s i d e r a t i o n by the member banks of the s e v e r a l nominees a t t he 
November meet ings of t h e i r boards of d i r e c t o r s , wi th the hope 
t h a t as a r e s u l t member banks w i l l take g r e a t e r i n t e r e s t i n the 
e l e c t i o n s . The Federa l Reserve Board has voted to approve t h i s 
sugges t ion and you a r e a u t h o r i z e d accord ing ly to change the da te 
f o r opening the p o l l s in the annual e l e c t i o n s of Class A and 
Class B d i r e c t o r s h e r e a f t e r from November 15 to November 1 . 

The Conference of Federa l Reserve Agents f u r t h e r recom-
mended t h a t an amendment to the law c l a r i f y i n g the meaning of the 
term " e l e c t o r s vo t ing" , as used i n t h a t p a r t of s e c t i o n 4 of the 
Federa l Reserve Act which p rov ides f o r the method of count ing 
the b a l l o t s i n the e l e c t i o n of d i r e c t o r s of Federa l r e se rve banks, 
be brought to the a t t e n t i o n of the Federal Reserve Board with the 
r eques t t h a t i t be p r e s e n t e d to Congress i n form approved by the 
Federa l Reserve Board. You a r e adv i sed t h a t the Federal Reserve 
Board, a f t e r c o n s i d e r a t i o n of t h i s m a t t e r , i s recommending to 
Congress t h a t s e c t i o n 4 of the Federal Reserve Act be amended 
s u b s t a n t i a l l y in the form of the amendment sugges ted by the Con-
f e r ence of Agents . The Board i s a l s o recommending such an amend-
ment i n i t s Annual Repor t . 

The Conference of Federa l Reserve Agents a l s o adopted, 
s u b j e c t to the approval of the Federa l Reserve Board, a uni form 
p l a n f o r d e s i g n a t i o n by member banks of o f f i c e r s a u t h o r i z e d to 
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- 2 -

c a s t the b a l l o t s of such member banks i n the e l e c t i o n s of Class 
A and Class B d i r e c t o r s . Under the p l a n suggested, each member 
bank by r e s o l u t i o n of i t s board of d i r e c t o r s or by amendment to 
i t s by- laws would a u t h o r i z e the chairman of i t s board, i t s p r e s i -
dent , or any one of i t s v i ce p r e s i d e n t s , or i t s c a s h i e r , to c a s t 
the vote of such bank i n the annual e l e c t i o n s of Class A and 
Class B d i r e c t o r s . Upon c o n s i d e r a t i o n of t h i s m a t t e r , the Fed-
e r a l Reserve Board i s not d isposed to approve the p l a n a s suggested , 
because i t f e e l s t h a t not more than one o f f i c e r of a member bank 
should have a u t h o r i t y f o r v o t i n g purposes a t any one t ime. I f two 
or more o f f i c e r s were des igna ted by one bank, i t i s p o s s i b l e t h a t 
vo tes f o r d i f f e r e n t nominees might be ca s t by the a u t h o r i z e d o f f i -
ce r s of the same member bank, and t h i s would give r i s e to obvious 
compl ica t ions and embarrassment. The Board has a l s o cons idered 
the p l a n of d e s i g n a t i n g one o f f i c e r by t i t l e only and not r e f e r r i n g 
to him by name. This p l a n i s sub j ec t to o b j e c t i o n , however, i n t h a t 
many member banks have a number of o f f i c e r s ho ld ing the same t i t l e , 
such as "v ice p r e s i d e n t " , or " a s s i s t a n t c a s h i e r " , and where t h i s 
i s t r u e the d e s i g n a t i o n of such a t i t l e would e i t h e r a u t h o r i z e each 
o f f i c e r ho ld ing such t i t l e to vote or leave i t u n c e r t a i n which had 
the p roper a u t h o r i t y . The Board i s a l so g i v i n g thought to the 
p o s s i b i l i t y of having each member bank a u t h o r i z e an o f f i c e r to 
vo te i n the e l e c t i o n s of one year only, so t h a t a new r e s o l u t i o n 
w i l l be necessa ry each y e a r . I t i s b e l i e v e d t h a t t h i s a l s o would 
r e s u l t i n member banks t ak ing g r e a t e r i n t e r e s t i n the e l e c t i o n s . 
I t w i l l be a p p r e c i a t e d i f you w i l l give these ques t ions your con-
s i d e r a t i o n and a d v i s e the Board of your views as to the most 
p r a c t i c a l method of procedure in the des igna t ion by member banks 
of o f f i c e r s to vote i n e l e c t i o n s of Class A and Class B d i r e c t o r s . 
The Board w i l l then g ive the s u b j e c t f u r t h e r c o n s i d e r a t i o n and w i l l 
adv i se you of a c t i o n t aken . 

By order of the Federa l Reserve Board. 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO ALL FEDERAL RESERVE AGENTS. 
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F E D E R A L R E S E R V E B O A R D 

STATEIVEHT FOR THE PRESS 

For r e l e a s e a t 4 :00 p . m. February 14, 1930. 

The Federa l Reserve Board announces t h a t the Federa l Re-

serve Bank of Kansas City has e s t a b l i s h e d a r ed i scoun t r a t e of 4$ 

on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e February 15, 

1930. 
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ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

X-6510 

February 19, 1930. 

SUBJECT: Hol idays dur ing March, 1930. 

Dear S i r ; 

The fo l l owing Federa l Reserve Banks and Branches w i l l he 
c lo sed on da tes s p e c i f i e d during March: 

Monday March 3 Dal las 
El Paso 
JlOttston 
San Antonio 

Texas Independence Day 

Tuesday 

Tuesday 

Tuesday 

Tuesday 

March 4 

March 4 

March 25 

March 25 

New Orleans Mardi G-ras Day 
Birmingham 

Kansas Ci ty Primary E l e c t i o n (Ci ty ) 

Bal t imore Mary1and Day 

Kansas City G-e.isral E l e c t i o n (Ci ty ) 

On the da tes i n d i c a t e d , the "banks a f f e c t e d w i l l not p a r t i c i -
p a t e i n e i t h e r the Gold Set t lement Fund or the Federa l r e se rve 
note c l e a r i n g . P l ease inc lude c r e d i t s f o r the o f f i c e s a f f e c t e d 
on each of the h o l i d a y s wi th your c r e d i t s f o r the fo l l owing 
"business day, and make 'no shipments of Federa l r e s e r v e no tes , f i t 
or u n f i t , f o r account of the head o f f i c e s involved . 

P l e a s e n o t i f y "branches. 

Very t r u l y yours , 

J . C. IJoell, 
A s s i s t a n t S e c r e t a r y . 

TO G0V3RH0ES OF ALL 1. E . BAMS. 
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ZSD3RAL RESERVE BOARD 

STATEMENT FOR THE PRESS 

For immediate Release February 18, 1930. 

The f i r s t and o r g a n i z a t i o n meeting of the Federa l Advisory Council f o r 

1930 was h e l d on Tuesday, February 18 . The members of the Council a r e : 

Federa l Reserve D i s t r i c t No. 1, Boston, Herber t K. H a l l e t t 

Ho. 2, New York, Wm. C. P o t t e r 

% . 3 , P h i l a d e l p h i a , L. L. Rue 

No. 4, Cleveland, H a r r i s Creech 

No. 5, Richmond, John Poole 

No. 6, A t l a n t a , J . P . B u t l e r , J r . 

No. 7, Chicago, Frank 0 . Wetmore 

No. 8, S t . Louis, Wal ter W. Smith 

No. 9, Minneapol is , Geo. H. P r ince 

No. 10, Kansas Ci ty , Wal ter S. McLucas 

No. 11, Da l las , B. A. McKinney 

No. 12, San F ranc i s co , F . L. Lipman 

Frank 0 . Wetmore of Chicago, was r e - e l e c t e d P r e s i d e n t and B. A. McKinney 

of Da l l a s , was r e - e l e c t e d Vice P r e s i d e n t . These o f f i c e r s a s e x - o f f i c i o members 

and Messrs . P o t t e r , Rue, Creech and Smith w i l l comprise the Execut ive Commit-

t e e . Mr. Walter L i c h t e n s t e i n was appoin ted Sec re t a ry of the Counci l . 
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COPY 

STATS OF MIMES OTA 

COU1TTY OF HENNEPIN 

X-6512 

DISTRICT COURT 

FOURTH JUDICIAL DISTRICT 

I n t e r n a t i o n a l Shoe Company, 

P l a i n t i f f , 

v s . 

Federal Reserve Bank of Minneapolis, 

Defendant. 

FINDINGS OF FACT 
QONcaasiONS of law 

AND ORIER FOR JUDGMENT 

The above e n t i t l e d caute was t r i e d the 2nd day of A p r i l , 1928, 

be fo re the cour t wi thout a j u r y , a j u r y having been waived. Messrs. L. 

A. Reed and A. P. Reed appeared on behal f of p l a i n t i f f and Messrs. Ueland 

& Ueland appeared on beha l f of the defendant . The court having heard the 

evidence adduced and be ing f u l l y advised i n the premises -

FINDS AS FACTS: 

1. That on October 6, 1923 p l a i n t i f f was the owner of a check 

drawn payable to i t s order by Sche f t e r Clothing House, s a i d check being 

i n the sum of $1376.23 and being drawn upon the Ci t izens S t a t e Bank of 

Langdon, North Dakota; t h a t on the same date p l a i n t i f f duly endorsed 

s a i d check by u n r e s t r i c t e d endorsement to the F i r s t Nat ional Bank i n S t . 

Louis and depos i ted s a i d check with s a i d bank fo r c r e d i t t o i t s account 

with s a i d bank; t h a t the pass book i s sued by sa id bank i n which s a i d de-

p o s i t was en t e r ed conta ined the fol lowing p r o v i s i o n , t o - w i t : 

NOTICE TO CUSTOMERS. 
The F i r s t Nat ional Bank i n S t . Louis 

accepts bus iness on the fo l lowing 
condi t ions only: 
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LIMITATION OF BAH'S LIABILITY FOR 

COLLECTIONS CB CR3DITS. 

Al l i tems r ece ived for Co l l ec t ion or Credi t a re 
taken f o r d e p o s i t o r ' s accomodation and a t h i s r i s k ; and 
i n . n o case s h a l l t h i s Bank be l i a b l e fo r more than o r d i -
na ry care and d i l i g e n c e on i t s p a r t with r e s p e c t to such 
iterns\ and i t s h a l l not be l i a b l e f o r the neg l igence or 
f r a u d of any pe r son or co rpora t ion to whom such i tems 
may be sen t f o r payment, nor s h a l l i t be l i a b l e f o r 
r e t u r n s on such i tems u n t i l such r e t u r n s have been 
cashed. In case any i tem i s l o s t through f a i l u r e to 
c o l l e c t , or f a i l u r e of r e t u r n to be p a i d , t h i s Bank 
s h a l l have the r i g h t to charge back such i tem to the 
d e p o s i t o r . 

In the absence of w r i t t e n i n s t r u c t i o n s to the con-
t r a r y by the d e p o s i t o r i n each case , i tems may be s e n t 
f o r payment to t h e Bank, Banker or Trust Company on which 
they a re drawn, a l though a charge i s made f o r such c o l -
l e c t i o n . This Bank w i l l accep t i tems f o r c o l l e c t i o n or 
c r e d i t only on the above terms and condi t ions and the 
d e l i v e r y to t h i s Bank of such i tems s h a l l c o n s t i t u t e an 
acceptance of such terms and condi t ions by the customer. 

FIRST NATIONAL BAH i n ST. LOUIS 

Deposited by 

That on the depos i t s l i p by which s a i d check was depos i t ed was p r i n t e d 

the fo l lowing : 

" F i r s t n a t i o n a l Bank i n S t . Louis . Deposited by I n t e r -
n a t i o n a l Shoe Company. To d e p o s i t o r s ; Checks, d r a f t s 
e t c . , a r e r e c e i v e d and c r e d i t e d for the accommodation 
of Depos i to r s . The bank dec l i ne s r e s p o n s i b i l i t y f o r 
t h e i r c o l l e c t i o n and r e se rves the r i g h t to charge them 
back to the account i f they , or the r emi t t ances r ece ived 
f o r them, a r e not p a i d . When i n s t r u c t i o n s to the con-
t r a r y a r e not g iven , items may be sen t to the bank on 
which they a r e drawn, though a charge i s made f o r the 
s e r v i c e , and when so s en t , these condi t ions a r e not 
waived or suspended." 

2# That on October 6, 1923 the s a i d F i r s t Ra t iona l Bank i n 

S t . Louis d id then ar\d the re c r c d i t the amount of s a i d check a t i t s 

face va lue to the checking or commercial account of p l a i n t i f f wi th 

s a i d bank and d id then and the re endorse the same as fo l lows : 
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"Pay to the order of any bank or banker . P r i o r endorse-
ments guaranteed& F i r s t Na t iona l Bank i n S t . Louis , 
C. L. A l l en , Cashier , 4 -5 , 614 Oct. 6, 1923.11 

and i t d id then and there send the s a i d check by mai l to defendant 

wi th o the r items enc losed with a l e t t e r dated October 6, 1923 which 

bore the d i r e c t i o n ; 

"Credi t 4 -4 Federa l Reserve Bank of S t . Louis 4 -4 For 
account of F i r s t Nat ional Bank i n S t . Louis , Mo. 4 - 5 . 
P r o t e s t of i tems over $10 except those on t h e f ace of 
which appears t h i s stamp *no - p ro 4 - 5 ' or s i m i l a r au -
t h o r i t y t h a t can be i d e n t i f i e d by the c o l l e c t i n g bank 
as t h a t of a p reced ing endorse r . Telegraph non-payment 
of i tems $500 or over and quote the name of l a s t p r eced -
i n g endo r se r . " 

which s a i d l e t t e r and check were rece ived by the defendant on Oct-

ober 8, 1923. 

3 . That t h e r e a f t e r and on October 8, 1923 the defendant 

endorsed the s a i d check on the bank thereof as f o l l o w s : 

"Pay to the o rder of any bank, banker or t r u s t Co. 
A l l p r i o r endorsements guaranteed October 8, 1923. 
Federa l Reserve Bank 17-8 Minneapolis , Minn. 17-8 . " 

and thereupon t r a n s m i t t e d the s a i d check d i r e c t t o s a i d C i t i zens 

S t a t e Bank of Langdon f o r payment. That s a i d check f o r $1376.23 

was forwarded by defendant to s a i d bank i n Langdon on October 8, 

192b i n a form l e t t e r bea r ing the fo l lowing p r i n t e d i n s t r u c t i o n s : 

"We enclose the fo l lowing items f o r c o l l e c t i o n and r e -
t u r n s . Do not ho ld i tems f o r any reason whatever . Wire 
non-payment of i tems of $500 or over . Do not p r o t e s t 
i tems of $10 or over or those bea r ing stamp on the f ace 
— no pro 17-8 — or s i m i l a r a u t h o r i t y of a p r eced ing 
bank endorse r . P r o t e s t a l l o ther i t ems . Return t h i s 
l e t t e r with your d r a f t . " 

That s a i d l e t t e r conta ined items aggrega t ing $1812.31. 
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4 . That s a i d Ci t izens S t a t e Bank r ece ived the s a i d l e t t e r 

and check and on October 10, 1923 i s s u e d f o r the s a i d above d e s c r i b -

ed check and o the r checks i t s d r a f t drawn on the nor thwes te rn Nat iona l 

Bank i n Minneapolis i n favor of defendant f o r the s a i d sum of $1812.31 

stamped the s a i d above descr ibed $1376,23 check "pa id" , deb i t ed the 

account of the s a i d S c h e f t e r Clothing House wi th the amount the reof 

and r e t u r n e d the s a i d check to t h e s a i d Sche f t e r Clothing House. 

That on or a f t e r October 10, 1925 the s a i d C i t i zens S t a t e Bank of 

Langdon t r a n s m i t t e d s a i d d r a f t by mail t o t h e defendant and t h a t on 

October 18, 1923 the defendant r ece ived the same. 

5. tfhat on October 18t 1923 the defendant p r e sen t ed the 

s a i d d r a f t t o the s a i d drawee bank f o r payment and payment was r e -

fused and the same was dishonored, and defendant thereupon caused 

s a i d d r a f t to be p r o t e s t e d tot non-payment» That on October 19, 

1923 the defendant charged the atdount of s a i d csheck to t h e Federa l 

Reserve Bank of S t . Louis f o r the account of the s a i d F i r s t Nat ional 

Bank i n S t . Louis . That on October 23, 1923 the s a i d F i r s t n a t i o n a l 

Bank i n S t . Louis n o t i f i e d p l a i n t i f f t h a t the s a i d check had not 

been c o l l e c t e d and then and there charged the amount of the same t o 

s a i d p l a i n t i f f and on October 24, 1923 the s a i d p l a i n t i f f duly r e p a i d 

the amount of s a i d check to the s a i d F i r s t n a t i o n a l Bank i n S t . Louis . 

That s a i d check of $1376.23 has never been r e t u r n e d by defendant or by 

any one e l s e to s a i d F i r s t Na t iona l Bank i n S t . Louis or t o p l a i n t i f f . 

That no demand has ever been made by defendant on t h e s a i d C i t i zens 

S t a t e Bank of Langdon f o r the r e t u r n of the s a i d check subsequent to 

the d ishonor of the s a i d d r a f t . 
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6. That said check for $1376.23 was handled "by defendant as a 

part of defendant!s clearing house operations pursuant to Regulation J -

Series 1923, promulgated by the Federal Reserve Board, and that said 

check 'vas received "by defendant direct from said First National Bank in 

St. Louis pursuant to an arrangement entered into between defendant, the 

Federal Reserve Bank of St* Louis and said First National Bank in St# 

Louis, whereby the privilege of routing checks direct to defendant was 

extended to said First national Bank and whereby i t was understood and 

agreed that a l l checks so routed direct to defendant should be received 

and handled by i t in a l l respects in the same manner and subject to the 

same terms and conditions that were prescribed by defendant from time 

to time for the handling of checks in i t s clearing house operations, 

7. That Regulation J - Series of 1920, promulgated by the 

Federal Reserve Board as aforesaid, also provided in part as follows: 

"In handling items for member banks a Federal 
Reserve Bank wi l l act as agent only. The Board wil l re-
quire that each member *** bank authorize i t s Federal 
reserve Bank to send checks for collection to banks on 
which checks are drawn + and, except for negligence, such 
Federal Reserve Bank wil l assume no l i a b i l i t y . Any 
further recjuijrdments that the Board may deem necessary 
wi l l be set forth by the Federal Reserve Bank in their 
l e t ters of instruction to their member *** banks. Each 
Federal Reserve Bank wil l also promulgate rules and re-
gulations governing the details of i t s operations as a 
clearing house, such rules and regulations to be binding 
upon a l l member and nonmember banks which are clearing 
through the Federal Reserve Bank." 

8. That pursuant to and in accordance with said order and 

regulation of the Federal Reserve Board, defendant did promulgate rules 

and regulations governing the details of i t s operations as a clearing 

house under said Federal Reserve Act; that said rules and regulations 
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which were in force during a l l times mentioned, in the complaint, inso-

far as the same are material to the issues here in controversy between 

p l a i n t i f f and defendant, provided as follows: 
!tGEISFJkL CONDITIONS. Every "bank sending checks to 

this bank, or for i t s account to another Federal Reserve 
Bank, wi l l he understood to have agreed to the terms and 
conditions of this circular* and to have agreed that in 
receiving such items this hank wil l act only as the col-
lecting agent of the sending hank, and as such authorized 
to send such items for payment in cash or bank draft 
direct to the bank on which they are drawn, or to forward 
them to another agent with authority to present or send 
them for payment in cash or bank draft direct to the bank 
on which they are drawn, and that this bank i s authorized 
to charge back the amount of any item, whether returned 
or not, for which this bank has not actually received 
payment either in cash or in the proceeds of the bank 
draf t •,r 

9. That said rules and regulations of defendant were con*-

tained in a check clearing and collection circular of defendant known 

as defendant's circular4 Ho* 286; that said circular Ifo. 286 was furnish-

ed to the Federal fie serve Bank of St* Louis long prior to October 8, 1925 , 

but that no copy of said circular was ever furnished to or received by 

p l a i n t i f f and that p la in t i f f had no direct dealings either with defends 

ant or the Federal Reserve Bank of St. Louis unt i l long after October 

8, 1923. 

10* That on October 8, 1923 said Citizens State Bank of 

Langdon was in fact insolvent and was unable to pay the checks of i t s 

depositors as presented, and at no time on or after October 8, 1923 

could said check for $1376.23 have been collected in cash. 

11. That the only loss in connection with the collection of 

said check for $1376.23 was incurred from the fact that said Citizens 

State Bank of Langdon, on October 10, 1923, wrongfully treated said 
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check as paid, as hereinbefore set forth, without having available 

funds, to remit for said check to defendant, whereby the drawer of 

said check was discharged on October 10, 1925. 

12, That defendant never agreed with p la in t i f f to act 

as the agent of p l a i n t i f f in the col lection of said check for 

$1376.23. 

13, That the only terms and conditions under which de-

fendant ever agreed to handle said check were those terms and 

conditions contained in Regulation J and defendant's circular 

Ho, 286, as hereinbefore set forth. 

14, That unt i l October 18, 1923 defendant had no know-

ledge or notice of the insolvent condition of the Citizens State 

Bank of Langdon, and that defendant in handling said check for 

$1376.23 for col lect ion was not negligent in any particular. 

AS C01TCLUSI02TS OF LAW the court finds that defendant i s 

ent i t led to judgment of dismissal against p la int i f f and for i t s 

costs and disbursements to be taxed by the clerk. 

LSI JUDG-MBira BE STT3RBD ACCORDINGLY. 

Dated May 8, 1929. 

Harry A. Johnson 
Judge of District Court. 

Enter a stay of 30 days. 

Johnson, Judge. 
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IN THE UNITED STATES DISTRICT COURT FOR THE NORTHERN DISTRICT 

OF GEORGIA. 

IN EQUITY. 

To the Judge of the District Court of the United States 

for the Northern District of Georgia; 

T. C. Bohhitt, 0. H. Cheek, Mrs. W. S. Phi l l ips , 

B. F. Garner and S. L. Veal, c it izens and residents of the 

County of Laurens, State of Georgia, suing in "behalf of 

themselves and other parties similarly situated, "bring this 

their "bill of complaint against the Federal Eeserve Bank of 

Atlanta, a Federal Reserve Bank organized under the Federal 

Reserve Act of the Congress of the United States, a c i t izen 

and resident of the County of Fulton, State of Georgia, and 

against H. W. Whitman, as Receiver of the First National Bank 

of Dublin, Georgia, of the County of Laurens, State of Georgia, 

and a c i t izen and resident of said County of Laurens, State 

of Georgia, and thereupon complaining say: 

1. 

Your petit ioners were depositors and creditors of the 

First National Bank of Dublin at the time i t fa i l ed and went 

into liquidation on September 24, 1928, as hereafter stated 

and during the time of the acts herein complained of . 

2. 

That the said First National Bank of Dublin was here-

tofore the owner and in possession of real estate in Laurens 
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County, Georgia, fu l ly set out and described, in a certain deed, 

hereafter referred to as deed No. 1, and recorded in Deed Book 

60, page 66 at seq. records of Laurens County, Georgia, br ie f ly 

referred to as follows: 

Deed No. 1. 16 acres in Dublin, Georgia, having seven 

new dwelling houses thereon, 163 acres in 12th Land District of 

said County, the Northern one-half of Lot No. 162, 88 acres of 

the Southwestern part of l o t No. 164, the Northeast half of lo t 

No. 137 in the same distr ict and County, one-half of lot No. 222 

in the 17th Land District , lo ts 57, 74 and the Southwest half of 

75 in the town of Rentz, lot No. 11 in Block G, Syndicate Land 

Lot survey of Bellevue Park, Dublin, Georgia^ a one-half undivid-

ed interest in one-half of lot No. 50 and 96^ acres of lo t No. 

49 in the Second Land District , a one-half undivided interest in 

parts of lo t s Nos. 64 and 47 in the Second Land District , a one-

half undivided interest in 75 acres of lot 48 in the same d is tr ic t , 

a one-half undivided interest in the Burney survey No. 1 in lo t 

No. 107 in the Sedond Land District , 62|- acres in lo t 77 in the 

same d i s tr i c t , 2^ acres in lo t 64 of the same d i s tr i c t , l o t No. 

10 in Block G, of the map of Bellevue Park, Dublin, Georgia, 9l£ 

acres of lo t 44 in the Second d is tr ic t , 10l£ acres of lot No; 74̂  

50 acres of No. 66 in the same d is tr ic t , another 50 acres in lot 

No. 66, Eastern one-half of lot 21, containing 101^ acres in the 

First District , a tract on the North side of Academy Avenue, 

Dublin, Georgia, known as the Thomas Peters, Jr. residence, 75 

acres parts of lots 212, 313 in the First Land District , 121 acres 
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in lots 129, and. 167 in the First d is tr ic t , tract located on 

Washington Street, Dublin, Georgia, known as the J. 0. Johnson 

home place, one-half of that parcel of land in the 1338th dis-

t r i c t , containing 202^ acres, known as the Warren Wilkes lands 

and. *743 acres in the same d is tr ic t known as the J * Neil McLeod 

lands, that tract in the 52nd District containing 207 acres, 

lo t Ho. 67 in Block 5 of the Grier Survey of the f« E. Hudson 

property, Dublin, Georgia, 140 acres in the 52nd District con-

veyed to Mrs. Virginia Moore by Beacham and Fritchett, 3 acres 

in the said d i s tr ic t known as the J. Ira Moore Place, the 

Oconee Investment Company lands on the Oconee River, the South-

west corner of Block 33 of the Pew Survey of Dublin, Georgia, 

situated on Franklin and Jackson Streets, fronting 65 feet on 

Jackson Street and running back an equal width on Franklin 

Street a distance of 55 feet , a tract on the South East corner 

of Jefferson Street and Cleveland Avenue running East on Cleve-

land Avenue 165 yds., a lot 100 feet by 500 feet on Bellevue 

Avenue known as the T. H. Smith place, lot No. 5 of the J. T. 

White property in Dublin, Georgia, 10 acres on Telfair Street, 

a one-half undivided interest in the Pati l lo Property on North 

side of Gaines Street, Dublin, Georgia, a one-half undivided 

interest in the l ivery stable property situate on the West side 

of Laurens Street, Dublin, Georgia, one-fourth of an acre on 

Telfair Street known as the Mrs. Sue Tillery l o t , section No. 

1 of lot No. 277 in the 17th land dis tr ic t , containing 52.77 

acres, part of lot No. 65, Dublin, Georgia, on Jacks on and Bainbridge 

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



- 4 - X-6514' 

Streets , f our - f i f ths -undivided interest in a tract of 170 acres 

in the 1338th d i s t r i c t known as the E. ?. Beacham Old Place. 

Also certain real estate fu l ly described in a deed 

hereafter referred to as Deed llo. 2, recorded in Book 61, 

page 363, records of Laurens Superior Court, b r i e f l y referred 

to as follows: 

Deed No. 2. Part of lo t !?o. 38 fronting on Jackson 

Street 54 fee t and running back 187 fee t , Dublin, Georgia, and 

a tract on the river road containing 196 acres, bounded on 

the north by Mrs. Rebecca Johnson, East by Oconee River, 

South by J. B. Burch, West by River Road. 

Also certain real estate more fu l ly described in a deed 

hereafter referred to as Deed No. 3, recorded in Book 61, 

page 421 e t . seq . , records of Laurens Superior Court, b r i e f l y 

referred to as follows: 

Deed Ho. 3. A portion of lo t 55 in Block 38 lying 

between the City Hall and the Street and Powel property where-

on i s located the business of the Mar shall-Peacock Conpany, 

Chevrolet dealers, Dublin, Georgia, and a tract on the north-

west side of the Court House Square and on the Forthwest cor-

ner of Jackson and Jefferson Streets , Dublin, Georgia, known 

as part of lo t Ho. 59 in Block 42 known as the Henry building, 

and a tract in Dublin, Georgia, whereon i s located the brick 

building known as the Parr & Wood Purniture Company1 s place 

of Business, fronting 23 feet on Jackson Street and running 

back an equal width of 200 fee t , and improved property in 
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Dublin, Georgia, known as Nos. 211, 213 on the North side 

of Jacks on Street, fronting 55 feet on that Street and running 

"back an even width 580 feet , and a tract fronting on Court 

House Square, Dublin, Georgia and being lot 9 in Block 39, 

of the Guy ton Survey, said lot facing Jackson Street 30 feet 

and having a uniform depth of 124.3 feet , and that improved 

property in Dublin known as ITos. 201, 203, and 205 Jackson 

Street, being lo t at the Northwest corner of Jackson and 

Laurens Streets, fronting 75 feet on Jacks on Street and run-

ning back of even width 115 feet . 

Also certain real estate more ful ly described in a deed 

hereafter referred to as Deed No# 4, recorded in Book 61, page 

144, records of Laurens Superior Court and br ie f ly referred 

to as follows: 

Deed No. 4. Tract of 7^ acres in Dublin, Georgia, 

bounded on the East by the Dublin Public School and Washington 

Street, South by Hudson Street, West by Mrs. Robinson and J. W. 

Scarborough, North by Autry, Higgins and Foster. 

Also certain real estate more fu l ly described in a deed 

hereafter referred to as Deed No. 5, recorded in Book 51, page 

312, records of Laurens Superior Court and br ie f ly referred to 

as follows: 

Deed No. 5. Tract fronting 70 feet on the North side of 

Johnson Street and running back 180 feet , and a lot fronting 

70 feet on the South side of Johnson Street, and a lo t fronting 

50 f t . on the North side of Gaines Street, and a lot fronting 
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170 feet on Forth Jefferson Street, with a depth of 244 feet , 

and. lot Ho. 5 of a plat of record in Book 24, page 431, and 

l o t No. 6 of the same plat and survey, and a lo t at the South-

west corner of Decatur Street and Williams Street, and a lo t 

in the shape of a right angle parallelogram 50 x 100 feet on 

Decatur Street. 

Also certain real estate more ful ly described in a deed 

hereafter referred to as Deed No. 6, recorded in Book 61, 

page 123, records of Laurens Superior Court and br ie f ly 

referred to as follows: 

Deed Ho. 6. A tract on the South side of Gaines Street, 

fronting Gaines Street 64 feet and extending back 205 feet . 

Also certain real estate more fu l ly described in a deed 

hereafter referred to as Deed Ho. 7, recorded in Book 61, 

page 423, records of Laurens Superior Court, and brief ly re-

ferred to as follows: 

Deed Ho. 7. Described as lot 55, Cadwell, Georgia, 

fronting Dexter and Burch Streets, except the part occupied 

by the Cadwell Banking Company. 

Also certain real estate more ful ly described in a deed 

hereafter referred to as Deed No. 8, recorded in Book 61, page 

576, records of Laurens Superior Court, and br ie f ly referred 

to as follows: 

Deed No. 8. A tract of land situated on the Southwest 

corner of Jefferson and Madison Streets, Dublin-, Georgia, known 

as the First National Bank Building. 
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Also certain real estate more ful ly described, in a 

deed hereafter referred to a8 Deed No. 9, recorded in Book 

60, page 481, records of Laurens Superior Court, and "briefly 

referred to as follows: 

Deed Ho. 9. Two lots in the City of Dublin, known 

as lots 154 and 156 in Block 46 of the Arthur Pew Survey, 

located on Jacks on and Laurens Streets, and City lots 3, 4, 

5 and 6 in Block 122, and a lot on the Bast side of Jefferson 

Street, fronting 57 feet on that street and 500 acres of land 

in the 52nd d i s tr i c t , known as the Brantly home place. 

Said property is ful ly described by metes and bounds 

in the deeds referred to and in a certain legal advertisement 

hereafter referred to which petitioners wi l l offer to the court 

to more particularly identify and locate said property, inas-

much a more particular description in this pet i t ion would make 

i t very voluminous. 

Petitioners show that the property described in the 

preceding paragraphs was sold to the Southern Realty Company 

by the First National Bank, this Company giving i t s notes for 

the same and a security deed over the property for the purchase 

price. The Southern Realty Company was a corporation organized 

for the sole purpose of holding real estate belonging to the 

First National Bank. I t had no assets other than the said 

real estate purchased from said bank except capital stock of 

$5000. The security deeds given by the Southern Realty Company 

were properly recorded on the records of Laurens Superior Court. 
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The said First National Bank transferred, conveyed and assigned 

the aforementioned deeds and the land therein described to the 

said Federal Reserve Bank on the dates and for the purposes here-

after given. The assignments being substantially in the following 

form: For value received the undersigned, First national Bank of 

Dublin, Georgia, has transferred, conveyed, set over and assigned, 

granted and sold unto the Federal Reserve Bank of Atlanta a l l and 

singular i t s right, t i t l e and interest in and to the within and 

attached deed to secure debt, together with a l l rights of the 

undersigned arising under and by virtue of said deed. The under-

signed does also grant, bargain, s e l l and convey the lands and 

i t s interest therein. 

The First National Bank purported to make the assignment 

and conveyance to the Federal Reserve Bank to the lands described 

in Deed Ho. 1 on May 31, 1927, and purported to be conveyed along 

with two notes secured by said deed executed by the Southern 

Realty Company to the First National Bank, both of said notes 

having been dated April 28, 1927 and due December 31, 1927, one 

of said notes for the principal sum of $280,705.16, and the other 

for the principal sum of $11,520.00. 

The First National Bank purported to transfer and convey 

deed No. 2 and the land therein described to the Federal Reserve 

Bank on June 26, 1928 and the note purported to be secured by 

said deed executed by the Southern Realty Company to the First 

National Bank for $24,790,00, dated May 4, 1928, due November 4, 

1928, 
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The First National Bank purported to transfer and 

convey deed No. 3 and the property therein described to the 

Federal Reserve Bank on June 29, 1928 and the two notes secured 

"by deed executed by the Southern Realty Company to the First 

National Bank aggregating the principal sum of $392,564.66 due 

on December 31, 1928. 

The First National Bank purported to transfer end convey 

deed Z7o. 4 and the land therein described to the Federal Re-

serve Bank on August 31, 1928, and the note secured by said 

deed executed by the Southern Realty Company to the First 

National Bank of Dublin for $9,787.75 due September 19, 1928. 

The First National Bank purported to transfer and convey 

deed No. 5 and the property therein described to the Federal 

Reserve Bank on June 26, 1928 and the note secured by said deed 

executed by the Southern Realty Company to the First National 

Bank of Dublin for the principal sum of $4,300.00 due on October 

1, 1928. 

The f i r s t National Bank purported to transfer and convey 

deed Ho. 6 and the land therein described to the Federal Reserve 

Bank on August 31, 1928 and the notes secured by said deed execut-

ed by the Southern Realty Company to the First National Bank 

for the principal sum of $2,175.00 due on June 28, 1938. 

The First National Bank purported to transfer and convey 

deed ITo. 7 and the land therein described to the Federal Reserve 

Bank on September 13, 1928, and the note secured by said deed 

executed by the Southern Realty Company to the First National 
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Bank for the principal sum of $3,000.00 due December 31, 1928. 

The First National Bank purported to transfer and convey 

deed ITo. 8 and the land therein described to the Federal Reserve 

Bank on August 29, 1928, and the notes secured by said deed exec-

uted by the Southern Realty Company to the First National Bank 

for the principal sum of $175,000.00, due December 31, 1928. 

The First National Bank purported to transfer ?nd convey 

deed No. 9 and the land therein described to the Federal Reserve 

Bank on December 5, 1927, and the note secured by said deed exec-

uted by the Southern Realty Company to the First National Bank 

for the principal sum of $150,000.00 due May 30, 1928. 

3. 

The said First National Bank was a national banking 

association with a capital stock of $200,000.00 heretofore 

engaged in business and having a place of business in Dublin, 

Georgia, and on September 24th, 1928, being insolvent i t closed 

and discontinued business and was taken in charge by the Nation-

al Bank Examiner who continued in charge unti l a receiver was 

appointed and took charge. H. W. Whitman took charge as receiver 

and i s now in charge of the af fa irs of the said First National 

Bank and i t i s on account of the transactions - between the said 

First National Bank and the Federal Reserve Bank with reference 

to the aforesaid securities and real estate and other security 

collateral that petitioners complain as they herein show the 
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i * 
4. 

That sometime during the year 1927 the First National 

Bank organized and caused to be organized a corporation known 

as the Southern Realty Company with the object of this corpor-

ation to take over and hold the real estate belonging to the 

First National Bank and upon i t s organization the First nation-

al Bank purported to se l l this corporation the said real es-

tate, making i t a warranty deed and received back from i t a 

deed to secure debt fot the purchase price and no money act-

ually changed hands in the transaction* The Southern Realty 

Company was from i t s inception and continue to be a corporation 

merely holding this real estate without any other assets ex-

cept capital stock of $5000* than that which was acquired by 

this purchase of real estatet The active off icers of the First 

National Bank were also the active off icers of the Southern 

Realty Company and there was no actual change in the possess-

ion of this real estate other than nominal. The possession 

and management of the same continued in the same manner and 

tenants of the property paying their rent in the same way as 

they had when the property belonged to the First national 

Bank but the receipts were entered on the books in the name 

of the Southern Realty Company but to a l l intents and purposes 

the property continued the property of the First National Bank 

and as assets of that bank. 
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5. 

Petitioners show that though the said Federal Reserve 

Bank was transferree and holder of the real estate set out 

in paragraph two, that i t did not have the transfers and 

conveyances recorded in the Clerk's off ice of Laurens Super-

ior Court, the County in which said property was located, 

unt i l after said First National Bank had closed and was taken 

in charge by the Receiver, a l l said transfers and conveyances 

"being recorded at various dates after the receiver had taken 

charge of said "baik and good faith requiring the recording 

of said conveyances, they were purposely and wi l l fu l ly with 

held from record and though they were taken a t a time when 

the First National Bank was insolvent and so known to both 

of the banks, as wi l l be more fu l ly shown herein, and there-

bynotice to existing and subsequent creditors of the First 

Bank, in order that said First National Bank might have a 

f i c t ic ious credit to which i t was not ent i t led. 

6. 

Petitioners show that at the time the Federal Reserve 

Bank received these securities the First National Bank was 

in a weak financial condition tut the same was not known to 

petit ioners but was known to said Federal Reserve Bank and 

said Federal Reserve Bank knew that i f the public and custo-

mers of said First National Bank knew this vast amount of 
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collateral was transferred to and held "by the said Federal 

Reserve Bank, the record of which would have given such no-

t ice to the public and customers of the bank, that the cus-

tomers of said First National Bank both present and prospec-

tive ones would have immediately ceased to do business with 

the bank and ceased making any deposits in said bank and 

your petitioners and other similarly situated would have 

been saved loss and damage thereby, Nevertheless on account 

of they not having this notice and not having knowledge of 

the condition of the bank they would have acquired by said 

notice they did continue to make deposits in said bank right 

up unti l the day of i t s closing, the common creditors of 

said bank thereby loosing a larger amount as wi l l be later 

shown. 

7. 

Petitioners further show that as early as December 5th, 

1927, when the First National Bank transferred and conveyed 

to the Federal Reserve Bank the security described in deed 

number nine a debt secured thereby made by the Southern 

Realty Company for $150,000.00 due May 30th, 1928, both banks 

knew this debt could not be paid at maturity and was not paid 

at maturity. Both banks knew that the Southern Realty Com-

pany had no assets whatever other than the property conveyed 

as security and that upon maturity of the debt i t would nec-

essari ly have to be renewed both by the Southern Realty Coo-
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pany and. the First National Bank. Both banks further knew that 

not only could the Southern Realty Company not pay this debt at 

maturity but that the First National Bank who was endorser on 

the paper could not pay i t at maturity, l ikewise, on May 31, 

1927, when said First National Bank transferred and conveyed to 

the Federal Reserve Bank the security described in deed number 

one, the debt secured by said deed being two notes dated April 

28th, 1927, and due December 31st, 1927, one of said notes being 

for the principal sum of $280,705.16, the other one for the prin-

cipal sum of $11,520.00, both of said banks knew for the reason 

herein given that the Southern Realty Company could not pay this 

debt when i t became due and did not pay i t and the First National 

Bank was not able to pay i t after i t became due, that they knew 

that a renewal of the same was merely a postponement of the time 

of f inal reckoning. Nevertheless the said Federal Reserve Bank 

continued to acquire and receive security of the First National 

Bank by taking transfers and conveyances of same on June 26, 

1928; June 29, 1928; August 29, 1928; August 31, 1928 and Sept-

ember 13th, 1928, as have been more fu l ly setforth above. The re-

sult was that the Federal Reserve Bank became possessor of a l l 

the real estate holdings of the First National Bank representing 

securities in excess of one million dollars leaving none of the 

real estate own by the First National Bank in i t s hand.' I t did 

likewise take other security from said bank, And whether the 

sureties of the real estate was taken for a bona fide debt or 

not, nevertheless the taking over and holding of same and con-
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cealing this fact from the customers of the bank misled them 

and the withholding of same from record was done f o r the pur-

pose of concealing this knowledge from the petitioners and other 

creditors similarly situated and for the purpose of misleading 

and did mislead them, and such purpose was in law fraud on pe t i -

tioners. 

8. 

Petitioners further show that the taking of this large 

Amount of securit ies was not usual and customary transaction 

on the part of the Federal Reserve Bank with a bank of the 

s ize and condition of the First National Bank and was not tak-

en with a view of same being recti.scounted by the Federal Re-

serve Bank and paid in due course, but with the purpose and 

intent of the Federal Reserve Bank acquiring a l l the security 

and having same at the time that the First National Bank 

should f a i l in order that the Federal Reserve Bank might be a 

creditor preferred above other creditors, and the Federal Re-

serve Bank knowing that at the time had the transfers been 

known by the public that then the customers of the First Nat-

ional Bank would discontinue their business with i t and for 

this and other reasons herein setforth the conveyances were 

fraudulent and as to petitioners null and void; that the Fed-

eral Reserve Bank should not be allowed to hold said convey-

ances but they should be retunned to the receiver for admin-

istering and prorating of the funds received on same among a l l 

creditors. 
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9. 

Petitioners show that early in the summer of 1928 "both 

the Federal Reserve Bank and the First National Bank had ac-

quired knowledge that the First national Bank was in a weak 

financial condition and that the debt held by the Federal Re-

serve Bank and executed by the Southern Realty Company and en-

dorsed by the First National Bank which had become due on Dec-

ember 31st, 1927, and on May 30th, 1928, as herein shown was 

not paid at maturity by either the maker or endorser and could 

not be paid by either and were renewed before the date of mat-

urity in order to keep same from becoming due and remaining un-

paid, but nevertheless the holding of such debt by the Federal 

Reserve Bank at the date of maturity and the inabi l i ty of 

either party at the regular date of maturity of same to pay 

same was in fact an act of insolvency on the part of the First 

National Bank and after the commission of such acts of insol-

vency and in contemplation of insolvency the First National 

Bank transferred and conveyed a large portion or the whole of 

these securit ies to the Federal Reserve Bank to further secure 

the Federal Reserve Bank for a debt or debts then owing the 

Federal Reserve Bank by the First National Bank and in violation 

of Section 5242 of the revised statute of the United States reg-

ulating the business of National banks and such was done with a 

view of preventing an application of the assets in the manner 

prescribed by law and or with view to preference of the Federal 
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Reserve Bank to other creditors. Petitioners can not say 

what portion of these securities or real estate was trans-

ferred for an existing debt "but allege that a portion of 

them were, and especial ly those transfers made near the 

period of the closing of the hank. Petitioners are not able 

to obtain f u l l information on this point as information on 

same i s with held "by the receiver 6f the First National Bank 

and representative of the Federal Reserve'Bank in charge of 

i t s business at Dublin, Georgia. Petitioners do allege that 

a very l i t t l e , i f any, present consideration passed from the 

Federal Reserve Bank to the First National Bank in the period 

from June 30th to the day of the closing of the bank, and yet 

during this period and after the commission of the acts of in-

solvency herein referred to and in contemplation of insolven-

cy and in violation of the statute and with the purpose above 

recited, a vast amount of other security passed from the First 

National Bank to the Federal Reserve Bank. Petitioners show 

that at the close of business on June 30th, 1928, the condition 

of the First National Bank as represented to the Comptroller 

of the Currency and as published shows loans and discounts of 

$1,489,966.01, b i l l s payable including a l l obligations rep-

resenting borrowed money of $47,000.00 notes and b i l l s redis-

counted were $506,624.15, which would indicate that at that 

time the First National Bank had unpledged assets of eight or 

nine hundred thousand dollars, Petitioners believe that this 

report correctly reflected the condition of the First National 
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Bank at that date, nevertheless at the date of the closing 

of the bank the Federal Reserve Bank held assets of the First 

National Bank of the vast value of approximately $1,200,000.00 

for the purpose of securing an indebtedness of approximately 

$565,000.00. Petitioners "believe and al lege on account of 

facts published and other facts herein setforth a great deal 

of these assets were transferred and conveyed to the Federal 

Reserve Bank during this period and contrary to law as above 

setforth. Petit ioners can not specify in detai l just what 

notes, co l lateral or other assets were transferred during 

this period in as much as such information i s withheld by the 

authorities of the two banks and by the Comptroller's Off ice . 

They can al lege however and believe they can prove that in-

cluding in this vast amount of assets transferred including 

some of the real estate above referred to was $30,000.00 in 

l iberty bonds of the value of ## $30,000.00 transferred to 

secure an exist ing indebtedness in violation of the law above 

setforth. At the time of the close of the First National 

Bank the unpledged assets of the bank only amount to approx-

imately $363,000.00. Petitioners believe that no transfers or 

conveyances were made to any other bank or parties during this 

period other than the Federal Reserve Bank in as much as pract i -

ca l ly a l l of the business transactions with any other bank by 

the First National Bank was done with the Federal Reserve Bank. 

10. 

Petitioners further show as additional evidence of the 
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condition of the First national Bank and. of the knowledge 

of i t on the part of the Federal Reserve Bank and of the 

purposes and schemes on the part of "both banks to prefer 

the Federal Reserve Bank and to defraud petitioners that 

the la t ter part of June or the f i r s t of July, 1928, the 

Federal Reserve Bank selected a man to he in the active 

charge of the First National Bank and required of the First 

national Bank that ho be placed in charge of .the o f f i ce of 

said hank, and this party, H. S. Day, was on July 6th of that 

year elected Vice-President and cashier of the First National 

Bank by the directors of that bank and placed in active 

charge of the bank and he was in e f foct , petit ioners allege 

and believe, a representative and agent of the Federal Re-

serve Bank in charge of the First National Baik after that 

date, and part of his duties was to protect the interest of 

the Federal Reserve Bank and to see that the most valuable 

parts of the assets of the First National Bank were trans-

ferred and conveyed to the Federal Reserve Bank and the trans-

fers and conveyances above referred to Under date of August 

29th, 1928, August 31, 1928, and September 13th, 1928, were 

executed on the part of the bank by H. S. Day, as Vice-Pres-

ident and cashier, and J. E. Freeman as Vice-President. I t 

did in fact appear that at the dose of said bank as above 

stated the only assets unpledged remaining to the First Nat-

ional Bank consisted of approximately $363,000.00, much of 

which was of doubtful value and a great portion of which was 
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c lass i f i ed "by the receiver as worthless and a great deal as 

doubtful and a small portion good. It was known at the time 

that K. S. Day took charge of the "bank that among the assets 

was a debt owed "by the Dublin Creamery of $105,000.00 which 

was entirely worthless and this asset was l e f t among the assets 

of the First national Bank along with much other of similar 

character, while the valuable assets had gone to the Federal 

Reserve Bank. 

11. 

Petitioners show as further evidence of the way that 

they were misled and as a part of the scheme to take advantage 

of them and defraud them, that on i t s assuming the charge of 

the First National Bank by the said H. S. Day, the First nat-

ional Bank issued a public statement which was published in the 

Courier Herald, a newspaper published and circulating in Laurens 

County, stating that he considered this bank and sect!tin had a 

great future and he intended to make this bank his l i f e work 

and the statement coming from the baak that the bank had grown 

so that the present executive force needed well trained banking 

help under modern banking conditions now existing with the Fed-

eral Reserve Bank and that H. S. Day came very highly recommend-

ed by the National Batik Examiner of this d i s t r i c t . This state-

ment purported to be issued by F. 0. Corker, President of the 

First National Bank, but petitioners allege and believe that 

this statement was inspired by the off icers of the Federal Re-

serve Bank and they surges ted the announcement and i t was made 
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with knowledge on their part that such statement at least in 

substance '.vould "be made and petitioners show that the state-

ment was calculated to mislead and did mislead the customers 

of the First National Bank and existing and subsequent cred-

i tors , and petit ioners give this as a further reason why the 

conduct on the part of the Federal Reserve Bank in reference 

to withholding from record the sureties on the real estate 

held by them was fraud on them and null and void as to them 

as i t amounted to holding out of tie First National Bank by 

the Federal Reserve Bank as a sound inst i tut ion when in fact 

i t was not and i t knew that i t was not, and that the Federal 

Reserve Bank then held the most valuable parts of the assets 

and contemplated securing more of such assets and that the 

future of the First National Bank was entirely in the hands 

of the Federal Reserve Bank and at anytime they refused to 

carry and further extend financial help to the First Hational 

Bank or to extend the maturity dates of i t s obligations that 

i t held that the First National Bank would be compelled to close 

i t s doors. 

Petitioners further show that the First National Bank 

since i t closed lias proven to be absolutely insolvent and i t 

can not and w i l l not pay but a small proportion of i t s indebt-

edness and after a year in liquidation i t has paid one dividend 

of f ive per cent and that within the last ten days. 

13. 

Petitioners show that there were a great number of depositors 
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in the First National Bank whose aggregate deposits amounted 

to approximately $800,000.00 and a great many of them wore 

creditors, existing and subsequent, to the acts herein com-

plained of and which they claim were fraud and nail and void 

as to them, and petitioners' bring this pet i t ion on behalf of 

themselves and other depositors and creditors who are similar-

l y situated. 

14. 

Petitioners further show that they are denied access to 

the books and records of tiie First National Bank so as to pos-

s ib ly more spec i f ica l ly set forth their cause of complaint and 

to make proof of same and that i f such condition continue they 

be granted an order by this court i f need for i t arises, an or-

der requiring the receiver of the First National Bank to allow 

them access to and an inspection of the records of tbhe bank as 

may be reasonable at such time and under such direction of the 

court as the court deems proper. 

15. 

Petitioners further show that they have requested the 

Comptroller of the Currency, the receiver of the First National 

Bank and the First National Bank to bring this action and they 

have fai led and refused to do so. And petitioners further show 

that i t was a needless thing on their part to make such request 

inasmuch as they knew that there was no liklihood of i t s being 

done, that apparently there i s the fu l l e s t co-operation between 

these parties and the Federal Reserve Bank. And the Receiver 
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and Comptroller General apparently entertain no idea of call ing 

on the Federal Reserve Bank to account and to surrender any of the 

assets or to refrain from the acts complained of. 

16. 

Petitioners farther show that the Federal Eeserve Bank i s 

advertising a l l of the real estate herein referred to, to s e l l 
on 

at public sale/Tuesday, December 3rd, 1929, under a power of 

sale contained in said deed, and petitioners show that for the 

reasons set forth that said bank should not be allowed to make 

said sale and change the status of said property unti l this cony-

plaint i s hoard. Petitioners show that most of this property i s 

very valuable and consist of some of the choicest business pro-

perty in the City of Dublin, and one piece of property i s the First 

National Bank Building, a banking and off ice building six stories 

high and a building equipped at a large expense and i s the same 

property referred to in the transfer to the Federal Reserve Bank 

of August 29th, 1928. 

17. 

Petitioners believe that the sale of the property under a l l 

the circumstances would not bring a fair value at this time and 

the Federal Reserve Bank proposes to s e l l a l l of this property 

in separate parcels and thereafter to s e l l same as a whole and 

under such circumstances the Federal Reserve Bank by reason of 

the amount involved would be the only purchaser and almost at their 

own price and petitioners show that they are without remedy ex-
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cept in a court of equity. 

WHEREFORE, expressly raving discovery from the 

defendants "but praying that they "be required to make answer 

hereto "but not under oath, p la in t i f f s pray that they he granted 

such re l i e f as may he appropriate in the premises, and as a part 

of such re l i e f for the court to (a) adjudge and decree that a l l 

transfers and conveyances herein referred to from the First Nat-

ional Bank to the Federal Reserve Bank he declared null and void 

and fraudulent as to petit ioners, and that said securities on 

said real estate he returned to the Receiver of the First Nat-

ional Bank to he administered by him for the benefit of a l l the 

creditors of the hank, (h) that petitioners and such others as 

may make themselves party p l a i n t i f f s to this action recover of 

the Federal Reserve Bank for use of a l l the creditors of said 

hank such notes, collaterals and other assets as may he found 

to have been transferred to the Federal Reserve Bank in violation 

of the provisions of law as contained in Section 5242 of the re-

vised statute which transfers were null and void for the reasons 

herein set forth, and that same be administered by the receiver 

of the bank for the benefit of the creditors of the bank and that 

an accounting be had between the parties to determine what assets 

were themselves transferred in violation of the law, (c) that the 

court restrain the said Federal Reserve Bank from sel l ing the real 

estate or changing the 9tatus of same unti l the further order of 

this court, (d) that subpoena may issue requiring the Fedexal Re-

serve Bank of Atlanta and the said H. W. Whitman, as Receiver, to 

make an answer but not under oath to the allegations of this complaint. 
C. C. Crocket t 
At torney f o r the p l a i n t i f f s . Digitized for FRASER 
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GEORGIA , LAUHEUS COUNTY 

Personally appeared 0. H. Cheek and 

who on oath say that the facts stated in said "bill are true ex-

cept insofar as stated on information and be l i e f and as to a l l 

such excepted matters deponents are informed and "believe same to 

"be true. 

(Signed 0« H. Cheek 

Sworn to and subscribed "before 

me this 30 day of Uov. 1929 

(Signed)E. S. Baldwin Clerk 
Superior Court Lau.Co.Ga. 

The within petit ion i s sanctioned and ordered f i l ed . Let 

the defendants show cause "before me in Atlanta, Ga., at 10A.M. 

Dec. 7, 1929, why the injunction should not issue as prayed, 

l e t service "be made forthwith on the defendants. This Dec. 2, 

1929. 
(signed) Saal H. Sibley 

U. S. Judge. 
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DISTRICT COURT OF THE UNITED STATES OF AMERICA 

NORTHERN DISTRICT OF GEORGIA 

ATLANTA DIVISION 

T. C. BOBBITT, 0. H. CHEEK, MRS. W. S. 

PHILLIPS. R. F. GARNER and S. L. VEAL 
Complainants. 

vs. 

FEDERAL RESERVE BANK OF ATLANTA and. 
H. W. WHITMAN, AS RECEIVER FIRST NATIONAL 
BANK OF DUBLIN. GEORGIA. 

Defendants 

THE PRESIDENT OF THE UNITED STATES OF AMERICA 

TO FEDERAL RESERVE BANK OF ATLANTA and H. W. WHITLiflN AS RECEIVER OF THE 

FIRST NATIONAL BANK OF DUBLIN, GEORGIA 

FOR CERTAIN CAUSES offered before the Judge of the District 

Court of the United States for the Northern District of Georgia, 

IN EQUITY, you, and each of you - — - - - - - -

- - - - - - - - - - - - - - , are hereby commanded to be and 

appear and to cause to be f i l ed and entered for you in the Clerks' 

Office of the said Court, in the City of ATLANTA Georgia, within 

twenty days from the day of the date hereof, an answer or other de-

fense to those things which shall then and there be objected to you 

by the b i l l of complaint of T. C. BABBIT, 0. H. CHEEK, MRS. W. S. 

PHILLIPS, R. F. GARNER and S. L. VEAL 

and to do further, and receive what the said Court shall have consider-

ed in this behalf, and this you may in nowise omit, under penalty of 

IN EQUITY 

No. 5 5 0 
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judgment being pronounced against you. "by default. 

WITH5SS, the Honorable SAI/iUEL H. SI3L5Y, Judge of the 

District Court of the United States for the Morthorn 

District of Georgia, this 3rd day of -EscsmScr - -

in the year of our Lord one thousand nine hundred and 

treaty aijje 

(Signed) 0. C. Puller , Clerk 

By - — - -.Deputy Clerk, 

?£3M0RAilDUM,- The defendants - - - a£° - - - - - - - - - -

required to f i l e their answer or other defense in the suit 

above stated, in the CLSFJE'S OFFICE, on or before the twentieth day 

after service of this Writ of Subpoena, excluding the day thereof, 

otherwise the b i l l may be taken pro confesso. 

The defendant need not appear personally but may appear by 

Sol ic i tor . 

0. C. Fuller , Clerk 
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III THl DISTRICT COURT OF THE UIHTED STATES, 

FOR TEE HCRTHER17 DISTRICT OF GEORGIA, 

ATLANTA DIVISIOH. 

T. C. B03EITT, ST AL, 

VS 

FEDERAL E3S-JBVS BAM OF ATLAlfTA, 
ET AX. 

RESPOltSE OF TEE DEFElfllAITT, FEDERAL RESERVE BA1TK 
OF ATLA1TTA, TO THE RULE HIS I OF THE COURT, DATED 

December 2, 1929. 

Comes now Federal Reserve Bank of Atlanta, one of the de-

fendants in the cause above styled, and makes this i t s response to the 

rule nis i entered herein on December 2, 1929 by this Honorable Court, 

requiring the defendants in said action to show cause why an injunction 

should not issue as in complainant's b i l l prayed, and, for such re-

sponse, says: 

- 1 -

This defendant can neither admit nor deny the averments of 

paragraph 1 of said b i l l . 

— 3 — 

In response to paragraph 2 of said b i l l , this defendant says 

that i t i s true that the First National Bank of Dublin formerly owned 

certain real estate in Laurens County, Georgia, consisting of property, 

improved and unimproved, in the City of Dublin and a number of farms. 

The holdings of said First national Bank of Dublin exceeded, in number, 

17o. 

IN EQUITY. 
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f i f t y separate tracts and/or farms. Said, paragraph 2 appears to con-

tain a general description,of said property. It i s true that the former 

real estate holdings of said First national Bank of Dublin (except such 

thereof as have heretofore been sold either by i t or by Southern Sealty 

Company, i t s successor in interest and t i t l e ) are fu l ly described in a 

certain legal advertisement referred to in said paragraph. This de-

fendant further says in response to paragraph 2, that the real estate 

of said First National Bank of Dublin was heretofore by i t sold to a 

corporation known as Southern Realty Company, and that security deeds 

were executed by said Southern Realty Company securing the payment of 

notes given by i t to said First National Bank of Dublin and represent-

ing a l l , or substantially a l l , of the purchase price of said properties. 

This defendant i s informed and believes that the said Southern Realty 

Company was organized for the purpose of taking over said real estate 

holdings of said First National Bank and operating the same, and this 

defendant is further informed and believes that said Southern Realty 

Company has no assets other than said real estate and personal property, 

such as l i ve stock, farming equipment, tools, machinery, agricultural 

products and choses in action, l ike notes and accounts receivable of 

relatively nominal value. 

This defendant further says that on April 28, 1927 said 

Southern Realty Company made and executed to First National Bank of 

Dublin a deed conveying a number of said properties, which deed was 

recorded on the 29th day of April, 1927 in Deed Book 60, at pares 66 

et seq. Laurens County Records. Said deed was made to secure an indebt-

edness for the then principal sum of $280,705.16. Shortly thereafter, 

to-wit, on May 31, 1927, the said deed to secure debt, and a l l of the 
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right, t i t l e and interest of said First Rational Bank of Dublin in and 

to the lands conveyed thereby, as well as the rights of said First 

National Bank of Dublin arising under said deed, were granted, transfer-

red, assigned and conveyed to Federal Reserve Bank of Atlanta. 

On November 30, 1227 said Southern Realty Company made another 

deed to secure debt to said First National Bank of Dublin, which deed was 

recorded on November 30, 1927 in Deed Book 60, at page 4-81, Laurens 

County Records. Said deed was made to secure the payment of an indebt-

edness then aggregating $150,000.00, and the same was on December 5, 1927, 

transferred and assigned to said Federal Reserve Bank of Atlanta, to-

gether with a l l the right, t i t l e and interest of said First National Bank 

of Dublin in and to the lands conveyed thereby, as well as a l l rights of 

said First National Bank arising thereunder. Said deed also conveyed 

certain of said properties. 

On February 28, 1928 said Southern Realty Connany executed a 

security deed to said First National Bank of Dublin, conveying certain 

of said properties to secure an indebtedness for the then principal sum 

of $2,175.00, which deed was recorded in Deed Book 61, at page 123, 

Laurens County Records. Said deed was, on August 31, 1928, transferred 

assigned and conveyed to said Federal Reserve Bank of Atlanta, together 

with a l l the right, t i t l e and interest of said First National Bank of 

Dublin in and to the lands conveyed thereby, as well as a l l rights of 

said First National Bank arising under said deed. 

On March 20, 1928 said Southern Realty Comoany made to said 

First National Bank of Dublin a deed to secure debt, which deed was re-

corded in Deed Book 61, at page 144, Laurens County Records. Said deed 

conveyed certain of said properties and the same, together with a l l of 
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the right, t i t l e and interest of said First national Bank in and to 

the lands conveyed thereby, as well as a l l rights of said First National 

Bank arising under said deed, were on August 31, 1928 granted, trans-

ferred, assigned and conveyed to said Federal Reserve Bank of Atlanta. 

Said deed was made to secure an indebtedness for the then principal sum 

of $9,787.75. 

On March 14, 1928 said Southern Realty Company executed to 

said First national Bank of Dublin another security deed, which was 

recorded in Deed Book 51, at page 255, Laurens County Records. Said 

deed conveyed certain of said properties and the same was, on the 

day of , 1928, transferred, assigned and conveyed to said 

Federal Reserve Bank of Atlanta, together with a l l of the interest of 

said First National Bank of Dublin in and to the lands conveyed thereby 

and a l l rights of said First National Bank of Dublin arising under said 

deed. Said deed was made to secure an indebtedness for the then principal 

sum of $ . 

On May 4, 1928 said Southern Realty Company made and executed 

to said First national Bank of Dublin a deed to secure debt, conveying 

certain of said properties, which said deed was recorded in Deed Book 

61, at page 363, Laurens County Records. Said deed was made to secure 

an indebtedness for the then principal sum of $24,790.00, and said deed, 

together with a l l of the right, t i t l e and interest of said First National 

Bank of Dublin in and to the lands conveyed thereby, as well as a l l rights 

of said First National Bank arising under said deed, were transferred, 

granted and conveyed to said Federal Reserve Bank of Atlanta on June 26, • 

1928. 

On May 14, 1928, said Southern Realty Company conveyed to said 

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



(5) X-6515 
- ' i ! r~ 

First national Bank of Dublin certain of said properties "by deed re-

corded in Deed Book 61, at page 312, Laurens Comity Records. Said 

deed was made to secure an indebtedness for the then principal sum of 

$4300.00, and said deed, together with a l l of the right, t i t l e and 

interest of said First National Bank of Dublin in and to said lands, 

as well as a l l rights of said First National Bank arising under said 

deed, were, on June 26, 1928, granted, transferred, assigned and con-

veyed to said Federal Reserve Bank of Atlanta. 

On June 14, 1928 said Southern Realty Company conveyed to 

said First National Bank of Dublin certain of said properties "by a 

deed which was made to secure an indebtedness for the then principal 

sum of $3,000.00. Said deed was recorded in Deed Book 61, at page 423, 

Laurens County Records, and the sane, together with a l l the right, t i t l e 

and interest of said First National Bank of Dublin in and to the lands 

conveyed thereby, as well as a l l rights of said First National Bank 

arising under said deed, were granted, transferred, assigned and con-

veyed to Federal Reserve Bank of Atlanta on September 13, 1928. 

On June 14, 1928 said Southern Realty Company executed i t s 

deed to said First National Bank of Dublin, which deed was made to secure 

an indebtedness for the then principal sum of $175,000.00. Said deed was 

recorded in Deed Book 61, at page 576, Laurens County Record, and the 

same conveyed the property at the southwest corner of Madison and Jeffer-

son Streets in the City of Dublin known as the f i r s t National Bank Building. 

Said deed, as well as a l l of the right, t i t l e and interest of said First 

National Bank of Dublin in and to the property conveyed thereby and a l l 

the rights of said First National Bank of Dublin arising under said deed, 

were granted, transferred, assigned and conveyed to said Federal Reserve 
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Bank; of Atlanta on August 29, 1928. 

On June 2.2, 1528 said Southern Healty Company made to said 

First national Bank of Dublin a certain deed, conveying a number of 

said properties, which deed was executed to secure an indebtedness for 

the then principal sum of $332,364.66. Said deed was recorded in Deed 

Book 61, at pages 421, et seq. Laurens County Records, and said deed, 

together with a l l the right, t i t l e and interest of said First National 

Bank of Dublin in and to the lands conveyed thereby, as well as a l l 

rights of said First National Bank arising under said deed, were on 

June 29, 1928 granted, transferred, assigned and conveyed to said Federal 

Reserve Bank of Atlanta. 

Any averments in paragraph 2 of complainant's b i l l in confl ict 

with the admissions and averments made and set up in this section of the 

answer are denied. 

- 3 -

In response to paragraph 3 of said b i l l , this defendant says 

that i t i s true that on September 4, 1928 the af fa irs of said First 

National Bank of Dublin were taken over by the Comptroller of the Currency 

of the United States, pursuant to the statutes for such cases made and 

provided, and that a receiver, duly appointed by the Comptroller of the 

Currency, i s now in charge of the af fa irs of said bank and i s liquidating 

the same. 

In response to paragraph 4 of said b i l l , this defendant says, 

upon information and be l i e f , that i t i s true that Southern Realty Company 

was incorporated and organized in the year 1927, and that the purpose of 
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organizing said corporation was for i t to acquire, operate, manage, hold 

and s e l l certain large real estate holdings which said First National 

of Dublin had theretofore acquired. This defendant is informed and 

believes that a l l of the properties mentioned or referred to in Complain-

ants' b i l l were conveyed by said First national Bank of Dublin to said 

Southern Realty Company, but as to whether the same were conveyed by one 

deed or by several deeds this defendant is not informed. This defendant 

is further informed and believes that said Southern Realty Company paid 

for said properties no cash, . or substantially none, but executed i t s 

note, or notes, evidencing i t s obligation to pay the purchase price of 

said properties as well as i t s obligations to reimburse said bank for 

loans and advances made to said Southern Realty Company and for any 

other indebtedness due by i t to said First National Bank. All of said 

notes were secured by deeds conveying to said First National Bank certain 

of the properties aforesaid. This respondent i s not informed as to the 

amount of capital stock issued by said Southern Realty Company, but i t 

i s informed, and believes, that the of f icers and directors of said Southern 

Realty Company were either off icers or directors of said First National 

Bank. If there be any averments in paragraph 4 of said b i l l contrary to 

the statements and averments contained in this section of the answer, the 

same are denied. 

— 5 — 

This defendant denies paragraph 5 of said b i l l as charged, and 

denies spec i f ica l ly and emphatically that i t was in any way or to any 

extent a party to any fraud upon the creditors of said First National Bank, 

or anyone e l s e . As wi l l hereinafter more particularly appear, this de-

fendant acquired for fu l l value and under circumstances and for the purposes 
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hereinafter stated a l l of the notes made by said Southern Realty Company 

to said First National Bank and secured "by the above mentioned deeds, or 

any of.them. Said notes were taken in the course of the business deal-

ings between said Federal Reserve Bank and i t s member bank, said First 

Hational Banlc of Dublin. This respondent says that i t i s true that i t 

did not have any of the aforesaid transfers of said deeds recorded until 

after a receiver had taken charge of the af fa irs and assets of said 

First national Bank, but i t says further that i t had the right either 

to record or not to record such transfers as i t might wish, and that, 

even had said transfers never been recorded, said First national Bank 

and/or the Receiver in charge of i t s a f fa irs would hold t i t l e s to the 

lands conveyed by said security deeds in trust for this defendant as 

the owner and holder of the notes secured, respectively, thereby. 

— 6 — 

Defendant denies paragraph 6 of said b i l l . As wi l l herein-

after more particularly appear, l iens on or t i t l e s to the properties re-

ferred to in the original b i l l were acquired by the Federal Reserve Bank 

of Atlanta long prior to the closing of the First national Bank of Dublin 

as security for loans bona fide made to i t . 

- 7 -

In response to paragraph 7 of said b i l l , this defendant shows 

that the same consists largely of immaterial and irrelevant matter, and, 

for said reason, requires no answer. In so far, however, as said para-

graph may be taken as charging relevant or material averments of issuable 

fact, the same i s denied. Defendant denies speci f ica l ly that i t did 

anything for the purpose of misleading the creditors of said First national 

Bank of Dublin as in said paragraph of said pet i t ion charged. 
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- 8 - -

Defendant denies paragraph S of said b i l l and each and every 

averment thereof. As wi l l hereinafter more particularly appear, the 

said notes were taken "by said Federal Reserve Bank from said First 

National Bank of Dublin as collateral and for value in order to aid said 

First national Bank of Dublin, and a l l of said transactions were proper-

ly within the course of dealings "between said two "banks. 

— 0 — 

In so far as paragraph 9 of said "bill can "be taken as charging 

any material averment of issuable fact, the same and every part thereof 

are denied. Hereinafter in this response wil l "be set forth in some de-

ta i l the circumstances and conditions under which this defendant acquired 

the notes of said Southern Realty Company so secured as aforesaid. 

— 1 0 — 

Defendant denies each and every averment of paragraph 10 of 

said pet i t ion, and denies speci f ical ly that i t had anything to do with 

the select ion or appointment of H. S. Day as. an o f f i cer of said First 

National Bank of Dublin. 

— 1 1 -

Paragraph 11 of said b i l l consists mainly of averments respecting 

alleged acts of persons other than this defendant. In so far as said para-

graph may be taken as charging anything against this defendant, the same i s 

denied. This defendant denies speci f ical ly that i t had anything to do with 

the alleged publication of said statement in said Currier-Herald and denies 

that i t inspired said statement and denies that any of i t s acts were 

fraudulent, improper or i l l e g a l . 

— 1 2 — 

In response to paragraph 12 of said pet i t ion this defendant says Digitized for FRASER 
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that i t i s true that said First national Bank of Dublin i s insolvent. 

Defendant is without information as to the amount of probable dividends 

which wi l l be paid by the Receiver of said First National Bank, but de-

fendant believes that but a small proportion of i t s indebtedness wil l 

be liquidated through dividends. 

- 13 -

Shis defendant denies paragraph 13 of said pet i t ion. 

- 14 -

This defendant i s without information as to any of the matters 

and things undertaken to be set out in paragraph 14 of said b i l l and, for 

such reason, neither admits no denies the same. This defendant denies, 

however, that said complaint sets forth any facts which would ent i t le the 

p l a i n t i f f s , or any of them, to recover as against this defendant or i t s 

co-defendant, the Receiver of the First national Bank of Dublin. 

- 15 -

This defendant says that i t is true that the Comptroller of the 

Currency of the United States and the Receiver of said First National 

Bank of Dublin refused to join in complainants' action. Defendant says 

further that neither the Comptroller of the Currency nor the Receiver have 

questioned the propriety or legal i ty of any of the acts of said Federal 

Reserve Bank referred to in said b i l l . This defendant denies that there 

i s any conspiracy or combination as between the Federal Reserve Bank and 

the Comptroller of the Currency or as between i t and the said Receiver 

as charged in said paragraph 15 of said pet i t ion. Any cooperation as 

between said parties has been and i s solely to the end that the most 

possible be realized from the liquidation of the trust which i s being 

administered by the said Receiver under the direction of the Comptroller 

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



(11) X-6515 

- 1 6 -

Defendant denies paragraph 16 of said pet i t ion as charged. It 

admits that prior to December 3, 1929 i t advertised for sale a l l of the 

properties covered "by the security deeds hereinbefore speci f ical ly re-

ferred to, said advertisement having been made pursuant to the provisions 

contained in said deeds and in s tr ict conformity with the same. It i s 

further admitted that this defendant had intended to s e l l said properties 

at public outcry to the highest and best bidder, or bidders, for cash. 

On the day of said proposed sale, to-wit, Tuesday, December 3, 1929, and 

in the forenoon, information reached the representatives and attorneys of 

this defendant, then in Dublin for the purpose of conducting said sale, 

that a b i l l , seeking to enjoin said sale, had been f i l e d in some court 

and that the matter would be heard on Saturday, December 7, 1929. The 

representatives of this defendant, not knowing whether a temporary re-

straining order had been granted, undertook to secure information and 

learned of the f i l i n g of this b i l l before this Honorable Court. In order 

that a l l due deference might be shown to the Court, even though no re-

straining order had been issued, said sale was withdrawn. This defendant 

proposes, however, promptly to re-advertise said premises for sale unless 

prevented from so doing by the processes of the Court, and i t hereby 

represents to the Court that no injunction should be granted for the rea-

sons herein set forth and that i t i s important that said properties be 

sold without further delay. Defendant denies the remainder of said 

paragraph 16 as charged. It admits that i t holds a second mortgage or 

deed to secure debt covering said First National Building. 

- 17 -

Paragraph 17 of said b i l l i s denied as charged. This defendant 
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admits that i t had proposed to offer the various parcels which were 

advertised as aforesaid in units or as separate tracts, ascertaining 

the aggregate of the "bids therefor, and thereafter to offer a l l of said 

properties as a whole, consummating the sale by deeding the properties 

to the purchaser of the same as a whole or to the respective purchasers 

of the separate tracts, depending upon whether the bid for a l l of the 

properties exceeded the aggregate of the bids for the separate tracts or 

vice versa. Defendant says that i t had a right to so offer the proper-

t ies , and that to do so was in the interests of a l l concerned, including 

the creditors of said First National Bank of Dublin. 

- 1 8 -

And now, having made response to said b i l l by answering seriatim 

the various paragraphs thereof and a l l of the allegations therein contained, 

this defendant, for further cause why an injunction should not issue as 

prayed by complainants, shows to the court as follows, to-wit: 

- A -

This defendant i s one of twelve Federal Reserve Banks established 

under and by virtue of that certain Act of Congress known as the Federal 

Reserve Act and now operating pursuant to Said Act as from time to time 

amended. Among the other powers, functions and duties of defendant are 

the power and duty of lending to i t s member banks such reasonable sums of 

money from time to time as such members may apply for, and for the repayment 

of which defendant may reasonably secure i t s e l f . It i s the duty of defend-

ant in lending money to i t s member banks to obtain reasonable security for 

many reasons, among which is the fact that a large part of the circulating 

currency of the United States consists of Federal reserve notes which are 

secured in part, under the terms of said Federal Reserve Act, by e l ig ib le 
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paper acquired "by discount or rediscount fron i t s members, said First 

Hational Bank of Dublin having been one of the member banks of this 

defendant. 

— B — 

Prior to January, 1925 there had teen one or more bank failures 

in the City of Dublin, Georgia, and in the early part of January of that 

year the Southern Exchange Bank (riot "being a was in imminent danger of 

closing and did close on or about January 12, 1925. On January 8, 1925 

said First National Bank of Dublin was indebted in a substantial amount 

to said Federal Reserve Bank, but i t was regarded then and subsequently 

as being solvent and able to continue the performance of i t s duties to 

the business community centering in Dublin. On said las t mentioned date 

the Officers and certain of the Directors of said First National Bank of 

Dublin appeared before the Executive Committee of this defendant and 

represented to said Committee that said Southern Exchange Bank would 

doubtless shortly close i t s doors, in which event trouble might be antic i -

pated in the way of a depositors 1 run upon said First National Bank. Said 

Officers and Directors requested of this defendant that there be made 

available to said bank $200,000.00 in cash in order to withstand said run. 

This defendant agreed to lend said additional fund to said First National 

Bank provided i t were made secure in the premises. Prior to said date, 

said First National Bank of Dublin had taken over the af fa irs of another 

bank, known as the Dublin and Laurens Bank, assuming the l i a b i l i t i e s of 

the la t ter and acquiring a l l of i t s assets . Among such assets were a 

number of mortgages or deeds to secure debt covering various properties, 

as well as certain real estate owned outright, the aggregate of said realty 

being substantially a l l of the properties referred to in complainants1 b i l l 
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except the "building known as the First National Bank Building, in which 

were housed the banking quarters of said bank. This defendant agreed 

to accept as additional security for said new advance transfers, assign-

ments and conveyances of a l l of said mortgages or deeds to secure debt 

which had been so taken over by said First National Bank from said Dublin 

and Laurens Bank. This respondent thereupon and from time to time there-

after re discounted fer said First National Bank certain of i t s customers' 

notes aggregating approximately $200,000.00, or e lse took the direct 

notes of said First National Bank, payable to defendant and secured by a 

pledge or hypothecation of customers' notes, said new indebtedness and 

the indebtedness thereafter incurred, as well as the then exist ing in-

debtedness, being further secured by a transfer of a l l of said mortgages 

which said First National Bank then held and which had been acquired from 

said Dublin and Laurens Bank as aforesaid. Said additional advance of 

$200,000.00 was made to said First National Bank of Dublin upon the strength 

of said security. This respondent therefore says that as early as January, 

1925 i t held for the obligations of said First National Bank of Dublin, 

then existing or thereafter to be incurred, practically a l l of the real 

estate referred to or mentioned in complainants' b i l l , said col laterals 

having been taken under* the circumstances aforesaid in good faith and 

for value. 

- C -

In November, 1925 this defendant held obligations of said First 

National Bank of Dublin in a large amount, which obligations consisted of 

notes rediscounted upon the endorsement of said First National Bank of 

Dublin and/or notes upon which i t appeared as maker and which were secured 

"by co l la tera l s referred, to in such notes. In addition, this defendant 

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



(15) X-6515 

held certain general col lateral for the protection of any and a l l obliga-

tions of said First national Bank of Dublin, including the notes so secured 

by mortgages and which had "been acquired in January, 1925 as above stated. 

On November 23, 1925 this defendant authorized the release to said First 

National Bank of Dublin of a l l of such additional col lateral with the 

exception of said notes secured by real estate which i t retained as i t s 

security in the premises. 
— D — 

From January, 1925 and down to the present time said First 

National Bank of Dublin has been largely indebted to said Federal Reserve 

Bank of Atlanta, i t s said indebtedness during a l l of that period having 

been reduced below $200,000.00 only for brief intervals and being at a l -

most a l l times substantially in excess.of that f igure. During a l l of 

the period aforesaid th is defendant has held notes secured by said real 

estate, as wi l l hereinafter more f u l l y appear. At a l l tirr.es and now this 

defendant has deemed such real estate security necessary for i t s own 

protection and indemnity in the premises. Respondent further shows that 

the community of which Dublin i s the center i s largely an agricultural 

community; that a majority of the inhabitants of said section are engaged 

in farming and that such thereof as are not engaged in farming are largely 

dependent for success upon agricultural conditions. Prior to 1925 said 

First National Bank of Dublin had made many loans, aggregating large amounts, 

to farmers and others interested in or dependent upon agriculture for a 

l ive l ihood. Crop fa i lures prior to 1925 had prevented the l iquidation of 

much of this paper, but the Officers of said First National Bank represented 

to this defendant that with better prospects in agriculture much of said 

paper could be retired and that said First National Bank, while having much 
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paper which was slow, would eventually realize on most of the sane. It 

was also represented, that the large amount of real estate which had been 

acquired originally by the taking over of the af fa irs of said Dublin and 

Laurens Bank should be held until real estate values might be restored. 

This hopeful and optimistic attitude continued practically unti l said 

First national Bank was forced to close i t s doors through a lack of 

l iquid resources. But, up to the time of i t s closing and since, there 

have been repeated crop fai lures and general business conditions have 

not improved to any marked extent. The fai lure of said First National 

Bank also occasioned distress and brought about many financial reverses. 

- B -

On or about October 10, 1926 the Officers of said First National 

Bank represented to this defendant that a run upon their inst i tut ion had 

been started by malicious rumors and that i t would be necessary for said 

First National Bank to be placed in cash funds to the extent of $300,000.00 

in addition to the then large amount which said First National Bank owed 

to this defendant. Said new advance was made and the failure of said bank 

was averted. At said time, that i s to say, in October, 1926, this defend-

ant took or retained l iens on substantially a l l of the real estate owned 

by said First National Bank or in which it was interested excepting the 

building mentioned above and called the First National Bank Building. 

— F ** 

In the early part of 1927 (the exact date not "being known to 

this defendant) said Southern Realty Company was organized, according to 

the knowledge, information and belief of this defendant, "by the off icers 

and directors of said First National Bank for the purpose of taking over 

a l l of the real estate holdings of said First National Bank of Dublin and 

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



(17) X-3.515 • 

operating,, managing, holding and disposing of the same. This defendant 

i s informed and "believes that i t was deemed advisable that said First 

National Bank, being a national banking institution, should so dispose 

of i t s real assets , said "bank, however, retaining a l i en or t i t l e to 

secure the amount which said First national Bank then had invested or 

had put into said real estate holdings. This defendant desired to co-

operate with said First National Bank of Dublin and, thereupon, permitted 

the mortgages which i t then held to "be released and discharged upon condi-

tion that when and as said Southern Realty Company should execute a new 

mortgage or deed to secure debt to said First National Bank, the same 

should forthwith be transferred, conveyed and assigned over to said Federal 

Reserve Bank to stand in l i eu of and in substitution for the mortgages or 

deeds which i t had formerly held. Under date of April 28, 1927 Southern 

Realty Company made and executed the deed, hereinbefore more particularly 

described, running to said First National Bank and conveying thirty-two 

(32) separate tracts or parcels of land. This instrument, with a l l the 

t i t l e of said First National Bank in and to the lands conveyed thereby, 

was on May 31, 1927 duly transferred, conveyed, assigned and set over to 

this defendant, as heretofore stated. Said conveyance and assignment 

was taken more than two years before the closing of paid First National 

Bank and for the purpose of securing the then indebtedness of said bank, 

as well as any indebtedness which might thereafter be incurred. Among 

the properties conveyed by said last mentioned security deed were a large 

number of farms and city real estate. In fact, a l l of the properties 

referred to in complainants' b i l l were included in said deed with the 

exception of The First National Bank Building, the Parr Furniture Company 

Building, a building known as Rice Motor Company Building, certain lo t s at 
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the north end of Church Street, a lot on the east side of North Jefferson 

Street, a lot on the north side of West Jackson Street, certain property 

known as the Brantley Building at the northwest corner of Jackson and 

Jefferson Streets, a lo t on the south side of West Gaines Street, the 

Dublin and Laurens Bank Building, a lo t on the south side of Johnson 

Street, a lo t on the North side of Johnson Street, two small l o t s on 

the east side of Laurens Street, a lo t on the east side of North Jeffer-

son Street, a lo t on the north side of East Gaines Street, certain 

acreage on the east side of Washington Street, a farm about eight miles 

southeast from Dublin and a lot of land at Cadwell, Georgia. All of said 

properties which were not included in the deed of April 28, 1927 were 

conveyed by other deeds of said Southern Realty Company; such other deeds 

being hereinbefore speci f ical ly l i s t e d and a l l of which, together with the 

lands respectively conveyed thereby were transferred, assigned and set 

over to said Federal Reserve Bank of Atlanta as hereinabove more particular-

ly stated. 

~ G " 

In the lat ter part of the year 1927 i t was reported to this 

defendant that said First National Bank of Dublin had, with the approval 

of the Comptroller of the Currency, effected a change in i t s capital 

structure in that certain of i t s stockholders had paid into the treasury 

of said bank the additional sum of $100,000.00, at the same time reducing 

the amount of i t s capital in a like amount. This was done, according to 

the information of this defendant, in order that certain losses might be 

eliminated in the assets of said bank without impairing i t s capital. It 

was reported to this defendant that the said re-capitalization would so 

far improve the condition of said First National Bank that i t could operate 
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on a successful "basis. This defendant was requested to make an additional 

advance of 8100,000,00 in order to improve the cash condition of said "bank* 

This additional advance was made upon the strength of the collaterals then 

held by this defendant, including l iens on a l l , or practically a l l , of the 

real estate mentioned or referred to in complainants1 b i l l . 

- E t -

on Hay 19, 1928 said First National Bank of Dublin and said 

Southern Realty Company requested this defendant to release from the l ien, 

t i t l e , operation and e f fec t of the deeds which this defendant then held 

certain property to the end that said Southern Realty Company might borrow 

on the security thereof $100,000*00 to be turned over to said First National 

Bank of Dublin and to be used for i t s own benefit . In order to aid said 

First National Bank, this defendant consented to do so upon condition 

that after f i r s t mortgages had been placed, second mortgages to the extent 

of the original debts would be taken and transferred to defendant. There-

after said Southern Realty Company borrowed from the State-Planters Bank 

and Trust Company of Richmond, Virginia. $25,000.00 upon the security of 

said Dublin and Laurens Bank Building; $10,000.00 from the same Company 

on a building on the north side of Jackson Street, then occupied by the 

Sales Agency of the Chevrolet Automobile Company; $5500.00 from the same 

Company upon the security of a building known as the Parr-Wood Furniture 

Company Building; $25,000.00 from the same Company upon the security of a 

building known as Rice Motor Company Building; $7500.00 from the same 

Company upon the security of a building known as Laurens Hardware Company 

Building. Upon a l l of said properties this defendant then held f i r s t 

l iens . It consented also to the release of other properties to the end 

that said Southern Realty Company might place loans thereon, but in certain 
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cases, not material herein to "be stated, said loan transactions were ; 

not consurinated because of dissatisfaction with the security or for 

other reasons. The properties so released were subsequently re-

conveyed by security deeds to said First national B«ank and such later 

deeds were transferred to defendant. This defendant does not under-

take herein or for the purpose of this hearing to set out with particu-

lar i ty a l l of the various transactions involving said real estate which 

have extended over the period from January, 1925, when defendant f i r s t 

obtained the security thereof. It avers the above, however, in a general 

way as showing why certain of the properties appear to have been conveyed 

twice by the Southern Realty Company to the First National Bank of Dublin, 

and are therefore, covered by two of the deeds heretofore transferred to 

this defendant and now held by i t as aforesaid. Defendant avers un-

conditionally, however, that prior to the closing of said First National 

Bank, and at periods ranging from January, 1925 down to June 22, 1928, se-

curity deeds, covering various of said properties, were taken by said 

First National Bank of Dublin and subsequently transferred to said Federal 

Reserve Bank of Atlanta. Sach of said transfers was for the purpose of 

securing this defendant as heretofore stated, and each was supported by 

an advance of monies or funds to said First National Bank. Particular 

mention is n.ade in complainants1 b i l l of the building known as the First 

National Bank Building, and being the building which was formerly occupied 

as the banking quarters of said First National Bank. At the time said 

monies were borrowed from said State-Planters Bank and Trust Company this 

defendant, although a large creditor of said First National Bank, con-

sented, in order to aid said Bank, to the placing on said p r o p e r t y of a 

f i r s t loan amounting to $39,500.00. After placing said f i r s t loan on 
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said property, said Southern Realty Company re-conveyed the same to 

said First National Bank: of Dublin to secure an indebtedness to the 

extent of $175,000.00, said deed having been recorded on September 3, 

1928 in Laurens County, Georgia. On August 28, 1928 said First 

National Bank of Dublin requested of this defendant an additional loan 

or advance of $20,000.00, which was made upon condition that said second 

mortgage covering said First National Bank Building would be transferred 

to this defendant as security for a l l the indebtedness of said First 

National Bank, present, past and future. Said transfer of said paper 

was made on August 29, 1928 as heretofore stated, and the sane was 

supported by the consideration of a new advance of $20,000.00. 

— I — 

In paragraph 9 of p l a i n t i f f s ' b i l l i t i s averred that said 

First National Bank, in contemplation of insolvency and to the end that 

said Federal Reserve Bank might be preferred, transferred to said Federal 

Reserve Bank, in addition to certain real estate mortgages, $30,000.00 

in Liberty Bonds. This defendant speci f ical ly denies said averment and 

says that the facts are that on July 6, 1928 said First National Bank 

of Dublin, being in need of funds, requested of this defendant an advance 

of $65,000.00, which this defendant made upon a rediscount of customers' 

notes to that extent in face value, i t being further secured by $30,000.00 

of bonds, the said $30,000.00 of bonds being not Liberty Bonds but various 

industrial bonds. Upon the making of this new loan or advance, said 

$30,000.00 of industrial bonds were hypothecated with this defendant and 

the same are now held by i t . 

- J -

In paragraph 10 of said pet i t ion the charge i s made that this 
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National Bank to se lect a new Vice-President and Cashier "by the name of 

H. S. Day. This charge i s denied. Defendant says that i t had nothing 

to do with the select ion of the said Day; that the Officers of said 

First National Bank were d issat i s f ied with the services of the former 

cashier of said hank and "believed that good could he accomplished by 

placing in the inst i tut ion a trained man. They "believed that the said 

Day was a man of high calibre and good abi l i ty and, so far as this de-

fendant knows, their judgment was well founded. Defendant denies that 

i t , however, had any speci f ic information with respect to the said "bad 

debt of the Dublin Creamery Company" until shortly prior to the closing 

of said First National Bank. This defendant believed that said First 

National Bank might survive i t s troubles and continue to be of service 

to the community i f loans were extended to i t pending such times as i t s 

frozen and slow assets could be liquidated. The continued crop fai lures 

and the decline in land values, however, rendered impossible the liquid-

ation which said First National Bank had anticipated. 

- K -

This defendant further shows that when said First National Bank 

of Dublin closed i t was indebted to i t in the sum of $604,312.41; that, at 

said time, defendant held as collateral , notes and other securities having 

a nominal or face value of $1,225,259.63. Of said col lateral i t held notes 

of the Southern Realty Company, secured only by said mortgages or security 

deeds, of the nominal or face value of $610,408.33* As of December 3, 

1929, said indebtedness of said First National Bank of Dublin to this 

defendant amounts, in principal, to $289,933.58, the said indebtedness 

having been reduced to this figure by collections made on collaterals and 

by a dividend of f ive per centum paid by the Receiver in liquidation. For 
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the payment of the remaining due of said indebtedness, this defendant 

holds, as of December 3, 1929, collaterals having a nominal or face value 

of $1,018,165.94, of which said amount of col laterals the notes of Sou-

thern Realty Company, secured only by said real estate, aggregate $596,-

789.94. Due to the circumstances above mentioned, such as crop fai lures 

and declining of land values and bankruptcies which have occurred within 

the las t twelve months, said collateral has become worth very much l e s s 

than i t s nominal or face value. The defendant estimates that, under 

favorable conditions, i t can collect from i t s col lateral , exclusive of 

the real estate col lateral , not exceeding $95,000.00, but when, as and 

i f such col lateral might be suff ic ient to pay the debt of this defendant, 

any excess would, of course, accrue to the Receiver of said First National 

Bank. This defendant denies that i t intended to take over said properties 

at a purely nominal figure. On the contrary, i t had instructed i t s 

representatives to bid at said sale approximately $194,000.00 for a l l of 

said properties, which amount this defendant determined, a f ter a careful 

consideration, to be the fa ir cash value of said properties and a l l of 

them over and above outstanding prior mortgages. Defendant Shows that 

there are against said properties mortgages aggregating approximately 

$112,000.00, which are ahead of the claims of defendant. Much of the 

property has depreciated and i s in urgent need of repair. Besides the 

principal amount above mentioned as the present indebtedness of said First 

National Bank to this defendant, i t owes considerable sums as interest . 

The expense of maintaining, repairing and operating said properties wi l l be 

considerable and the liquidation of the same may extend over a period of 

years, with a consequent increase in interest and maintenance charges. 

This defendant would welcome the opportunity of se l l ing a l l of said prop-
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— If — 

Defendant further shows that under the notes and other obliga-

tions of said First National Bank of Dublin which i t holds, any and a l l 

collateral in the hands of the Federal Reserve Bank stands pledged for 

each and every item of indebtedness. Defendant has the right, under i t s 

collateral notes, to s e l l a l l of said collateral or any of the same, but 

i t has heretofore refrained from so doing and has earnestly endeavored 

to liquidate said collateral to the best possible advantage. Any compro-

mise which has been made of any of said collaterals has been approved by 

the Receiver of the said First National Bank of Dublin and by the Comp-

troller of the Currency of the United States and authorized by an order 

of the United States Courts. Defendant says that i t has taken no se-

curity or anything of value from said First National Bank except bona 

f ide and in consideration of loans and advances, and that i t wi l l be 

exceedingly fortunate over a period of time to prevent a substantial 

loss . 

— M — 

Defendant respectfully submits that the creditors of said First 

National Bank of Dublin are represented by a Receiver, who i s a sworn 

off icer of the United States; that the actings and doings of said Receiver 

are controlled and supervised by the Comptroller of the Currency of the 

United States, one of i t s most important o f f i c ia l s ; that any complaint 

or right of complaint or cause of action arising by reason of any trans-

action heretofore had between said First National Bank of Dublin and said 

Federal Reserve Bank rests in said Receiver and/or in the Comptroller of 

the Currency. Every record and the details of every transaction hereto-

fore had between said two banks has been open to the Comptroller of the 
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Currency and the Receiver of said First National Bank and, as pointed 

out in the "bill f i l e d "by complainants, no objection has "been raised "by 

the said authorities to any of such transactions* This defendant has 

refrained from exercising i t s rights of foreclosure of said mortgages 

for more than twelve months since said First National Bank suspended. 

In the interim i t has advanced money to keep in good standing the f i r s t 

mortgages on said properties. The town property i s depreciating. Some 

direction must "be given to the farming operations on said farms. The 

liquidation of said First National Bank cannot "be indef inite ly postponed. 

With further delay in foreclosure, this defendant might not be j u s t i f i e d 

in "bidding for said properties as much as i t would be wi l l ing to bid now, 

and the delapielation consequent upon continuing neglect wi l l work against 

outside bidding. Defendant has no desire to acquire said properties pro-

vided an adequate bid can be obtained from any other source. It simply 

wishes to protect i t s e l f , as well as the creditors of said First National 

Bank, by taking over said properties at a fa ir but not an excessive valu-

ation and preserving the same to the end that the defendant's loss may not 

be increased through the neglect and deterioration of said properties. 

WHEREFORE, this defendant respectfully requests that the prayers 

of said pet i t ion be denied and that a temporary restraining order be re-

fused to the end that said properties may promptly be re-advertised for 

sale and sold at public outcry at the earl iest possible moment. 

Defendant's Attorneys. 
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GEORGIA, FULTON COUNTY. 

Before me the undersigned, a notary public in and for 

said County, personally appeared S. E. Black, who, "being duly 

sworn, deposes and says that he i s Governor of the Federal Reserve 

Bank of Atlanta and, as such off icer , i s authorized to make this 

a f f idavi t . 

Deponent says, that he has read the above and foregoing 

answer and that the averments therein contained are true, except 

in so far as said averments are made upon information and "be-

l i e f , and that as to such averments so made upon information and 

"belief, deponent varily "believes the same to "be true. 

Sworn to and subscribed "before me, 
this the day of , 19 . 

X-6515 
PJ 

Notary Public 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X - 6 5 1 7 

February 26, 1930. 

SUBJECT: Expense, Main Line, Leased. Wire System, 
January, 1930. 

Dear Sir: 

Enclosed herewith you will find, two mimeo-
graph statements, X-6$17-a and X-6517-b, covering in 
detai l operations of the main l ine , Leased Wire Sys-
tem, during: the month of January, 1930. 

Plea.se credit the amount Payable by your 
bank in the general account, Treasurer, U. S., on 
your books, and issue C/D Form 1, National Banks, for 
account of "Salaries and Expenses, Federal Reserve 
Board, Soecial Fund", Leased Wire System, sending 
duplicate C/D to the Federal Reserve Board. 

Veiy truly yours, 

Fiscal Agent. 

Enclosures. 

?0 GOVERNORS OF ALL F. R. BAWS EXCEPT CHICAGO. 
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REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF JANUARY", 1930. 

X-6517-a 

Business Words sent by Net Federal Percent of total 
reported New York charge- Reserve bank business(*) 

ty able to other Bank 
From banks F. R. Banks (1) business 

Boston 32,204 1,354 33,558 3.39 
New Yoric 163,290 — 163,290 16.51 
Philadelphia 36,921 1,084 3*>065 3-85 
Cleveland 89,893 2,449 92,342 9.34 
Richmond 58,486 2,270 60,756 6.14 
Atlanta 66,195 6,354 72,549 7.34 
Chicago 111,583 3,035 114,618 11-59 
St. Louis 85,031 2,996 88,027 8.90 
Minneapolis 36,376 2,346 38,722 3.92 
Kansas City £6,006 855 86,861 8.79 
Dallas 75,112 11,013 86,125 8.71 
San Francisco 110.77S 3,131 113,909 11.52 

Total 951,935 36,887 982,522 100.00 

F. R. Board business • • . 276,695 1,265,517 

Treasury Department "business - Incoming and outgoing 253.576 

Total words transmitted over main l ines 1,519,093 

(*) These percentages used in calculating the pro rata share of leased wire expense as shown 
on the accompanying statement (X-6517-b) 

( l ) Number of words sent by New York to other F. R. Banks for their sole "benefit charged to 
banks indicated in accordance with action taken at Governors' Conference 

November 2 - 4 , 1925. 
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REPORT OF' EXPENSE MAIU LIME X-6517-% 
FEDERAL RESERVE LEASED WIRE SYSTEM, JANUARY, 1930. 

Pro Rata Payable to 
Share of Federal 

Operators' Operators' Wire Total Total Re se rve 
Hame of Bank Salaries Overtime Rental Expenses ^•xoenses Credits Board 

Boston $ 260.00 $ - $ - $ 260.00 $ 663.21 $ 260.00 $ 403.21 
New York 1,037-46 1,037.46 3,229.92 1,037-46 2,192.52 
Philadelphia. 225.00 — - 22S.00 753-21 225.00 528.21 
Cleveland 300.66 — - 30 6.66 1,327.26 306.66 1 ,520.60 
Richmond 190.00 — 230.00(&) 420.00 1,201.22 420.00 731.22 
Atlanta 270.00 — — 270.00 1,435.93 270.00 1,165.98 
Chicago 4,020.36 (#) — — 4 ,030 .36 2,2o7.44 4,030.36 1,812.92 (*) 
St. Louis 205.00 1.00 — 206.00 1,741.18 206.00 1,535-iS 
Minneapolis 200.00 — — 200.00 766.90 200.00 566.90 
Kansas City 237.50 —* - 287-50 1,719.66 237.50 1,432.16 
Dallas 251.00 - - 251.00 1,704.01 251.00 1,453-01 
San Francisco 38O.OO - - 330.00 2,253.75 380.00 1,873.75 
Federal Reserve Board - *— 15.559-38 15,559.88 - - -

Total $7,692.98 $ 1.00 $15,739.88 $23,483.86 $19,563.80 $7,923.98 $13,452.74 
3,920.06 (a) ' 1.812.92 (b) 

$19,563.80 $11,639.82 
(&) Main l ine rental , Richmond-Washington. 
(#) Includes salaries of Washington operators. 
(*) Credit. 
(a) Received $3,920.06 from Treasury Department covering business for tne month of January, 1930• 
(b) Amount reimbursable to Chicago. 
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X-6519 

f e d e r a l e a s j h t e b o a r d 

STATEMENT FOR TEE PRESS 

For immediate release . February 27, 1930. 

Mr. Gates W. McGarrah, who has served as Class "C" director, 

Federal Reserve Agent and Chairman of the Board of Directors of the 

Federal Reserve Bank of New York since May 1, 1927, has tendered his 

resignation, which has "been accepted by the Federal Reserve Board, 

e f fec t ive today. 

The Board has appointed Mr. J. H. Case, Deputy Governor of 

the Federal Reserve Bank of New York, as Class "C" director of the 

New York Bank for the unexpired portion of the term of Mr. McGarrah, 

which ends December 31, 1931, and has designated him as Federal Re-

serve Agent and Chairman of the Board of Directors of the Bank. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E T O 
T H E F E D E R A L R E S E R V E B O A R D 

X-6520 

February 27, 1930. 

Dear Sir: 

This is to advise you that the Federal Reserve Board has 
appointed the members of the Reserve Committee, consisting of 
Messrs. Goldenweiser, Smead, Rounds, Fleming and Clerk, also 
as members of a committee, as recommended by the Federal Ad-
visory Council and the Fall Conferences of Governors and 
federal Reserve Agents, to assemble and digest information on 
branch banking as practiced in the United States, group and 
chain banking systems as developed in the United States and 
elsewhere, the unit banking system of the country, and the 
e f fect of ownership of bank stocks by investment trusts and 
holding corporations. 

While i t was the understanding that the matter of the 
personnel of this committee should be referred to the Federal 
reserve banks for their recommendations, the Board f ee l s that 
i t is highly important that this study be gotten under way as 
soon as possible, and, inasmuch as the Cdramittee on Reserves 
wi l l have to give considerable thought to the subject in con-
nection with i t s study of reserves, i t was thought best to 
make the appointment at this time so that the committee, which 
i s now holding i t s organization meeting in Washington, could 
arrange to begin the study of group, chain and branch banking 
immediately along with i t s study of the question of member 
bank reserves. It was also f e l t that this arrangement would 
avoid any duplication of work which might result should a 
separate committee be appointed. 

The Committee, from time to time, wi l l require additional 
assistance from the personnel of the Federal reserve banks and 
I am sure the Board can count upon your bank giving complete 
cooperation to the Committee. 

Very truly yours, 

R. A. Young, 
Governor. 

TO ALL GOVERNORS AED AG-MTS. 
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X-6521 

COPY 
March 1, 1930. 

To The. Federal Reserve Board SUBJECT: Recommendations, Regulations and 
Administrative Pol ic ies re 

From Mr. Wyatt, General Counsel. Branch, Chain and Group Banking. 

In accordance with the Board's request, I submit below a sunt-

mary of the recommendations of the Federal Reserve Board, the Fed-

eral Advisory Council, and the Conferences of Governors and Federal 

Reserve Agents, and of the regulations and administrative pol ic ies 

of the Federal Reserve Board, with regard to "branch, group and chain 

banking. 

This may not be satisfactory, because I have only a general idea 

of what the Board desires and i t has been prepared very hurriedly. 

I shall be glad to supplement or revise i t in any way the Board may 

desire. 

Because of their interrelation, the recommendations of the Fed-

eral Advisory Council and the Conferences of Governors and Federal 

Reserve Agents have been discussed together with the Board's recom-

mendations , regulations, and administrative po l i c i e s . The subjects of 

domestic branches, chain banking and foreign branches, however, have 

been discussed separately. 

DOMESTIC BRANCHES 

1. Annual Report for 1915. - In i t s annual report for the year 

1915, p. 22, the Federal Reserve Board recommended to Congress that 

national banks be permitted to establish branch off ices within the 

c i ty , or within the county in which they were located. The Federal 

Advisory Council, under dates of September 21 and November 16, 1915, 

had recommended that the national bank act be amended so as to permit 
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national "banks to establish tranches under certain conditions. 

2, Recommendations during 1916. - Consistently with this 

recommendation, the Board in 1916 prepared and transmitted to 

Congress the draft of an amendment to the Federal reserve act. 

In the terms of this amendment national banks located in c i t i e s 

of 100,000 and over having a capital and surplus of $1,000,000 

or more would have been permitted to establish branches within 

the corporate l imits of the c i t i e s in which they were located, 

and any national banks located in other places would with approval 

of the Federal Reserve Board and under such regulations as the 

board might prescribe have been permitted to establish branches 

within the l imits of the county in which they were located or 

within a radius of 25 miles, irrespective of county l ines , but 

not in any case outside the State or Federal reserve d i s tr ic t of 

the parent bank. (Federal Beserve Bulletin, pp. 323, 327; 1916 

Annual Report, pp. 29, 145.) 

Under date of November 20, 1916, the Federal Advisory Council 

renewed i t s recommendation regarding the establishment of branches 

by national banks "but added that the privilege of establishing 

branches should apply to a l l banks in the national banking system 

and not only to such national banks as were located in States which 

permitted State institutions to establish branch banks. (See pages 

28 and 34 of 1916 Recommendations.) 

An amendment drawn in compliance with the recommendations of 

the Board was adopted by the Senate, during 1916, and together with 

other amendments was referred to a conference committee of the House 
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and Senate. In conference i t developed that the amendment was 

not acceptable to the House conferees and the Senate on recommend-

ation of i t s conferees receded from i t s proposal. (1916 Annual 

Report, p. 135). 

3. Annual Report for 1917. - In i t s 1917 Annual Report to 

Congress, page 33, the Board recommended an amendment to the Fed-

eral Reserve Act to provide that any national bank located in a 

c i ty or incorporated town of more than 100,000 inhabitants, and 

possessing a capital and surplus of $1,000,000 or more, may, under 

such rules and regulations as the Federal Reserve Board may prescribe, 

establish branches, not to exceed 10 in number, within the corporate 

l imits of the c i ty or town in which i t i s located, provided that no 

such branch shall be established in any State in which neither 

State banks nor trust companies may lawfully establish branches. 

The Board stated that "State b;:jiks which become members of the Fed-

eral reserve system are allowed by law to retain any branches which 

may already be in existence and, with the approval of the Board, to 

establish new branches. National banks which have taken over State 

banks having branches are permitted to continue the operations of 

these branches. There seems to be no reason for such discrimination 

between members of the Federal reserve system, and with the view of 

placing them more nearly upon terms of equality, besides affording 

in many cases better service to the public, i t i s recommended that 

provision be made for the establishment of branches by national banks, 

under proper limitations." 

4. Annual Report for 1918. — In i t s 1918 report to Congress, 
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p, 85, the Board renewed i t s recommendation, expressing the opinion 

that national "banks were "at a serious disadvantage in meeting the 

competition of State "banks with "branches," and that "the proper develop-

ment of the Federal reserve system makes i t necessary to coordinate as 

far as possible the powers of a l l member banks." This coordination 

of powers could not be effected without amendment of existing laws under 

which "some member banks, both national and State, are given advantage 

over other member banks." The Board renewed i t s recommendation of pre-

vious years, being confident that the proposed amendment would "prove 

beneficial to the Federal reserve system, as ?rell as to the communities 

concerned." The Federal Advisory Council also renewed i t s recommendation 

that an amendment of this character should be enacted, (p. 6, 1918 

Eecommendations of Federal Advisory Council.) 

5. Developments during 1919. - In 1919, a M i l was passed by the 

Senate which proposed to authorize national banks in c i t i e s of 500,000 or 

more population, having a capital and surplus of $1,000,000 or more, to 

establish not exceeding 10 branches within the corporate limits of the 

c i t i e s in which they were located, provided State law extended a similar 

privilege to State banking inst i tut ions. Under date of September 16, 1919 

the Federal Advisory Council urged the Federal Reserve Board to use every 

e f fort to secure the passage of th is b i l l in the interest of sound bank-

ing and the granting of equal banking f a c i l i t i e s to a l l people in the 

same business, (p. 19 of 1919 He commendations of Federal Advisory Council). 

6. AppyaT import for 1919. - The Board in i t s Annual Report for the 

year 1919, p. 64, made substantially the same recommendation regarding 

the branch banking amendment as i t had made in i t s Annual Report for the 

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



S I 
-5 - X-6521 

year 1918, and commented upon the "bill above referred to as follows: 

"Under the present law national hanks can not afford 
the same f a c i l i t i e s to the public as are given hy State 
hanks having branches, except in cases where State 
banks and trust companies operating branches have 
merged with national banks, when existing branches may 
be continued by the national banks, * * * While the board 
would prefer to have this privilege (of establishing 
branches) extended to national banks in c i t i e s of not 
less than 100,000 inhabitants, or, fa i l ing that, have the 
population l imit raised to 200,000, i t wishes to point 
out that the l imit fixed in the Senate b i l l does not 
af fect the principle involved, and i t therefore re-
spectfully recommends once more that national banks be 
permitted to establish branches in the c i t i e s in which they 
are located under such limitations as in the wisdom of 
Congress may be deemed desirable." 

7. Recommendation of Agents1 Conference in 1931. - The Conference of 

Federal Reserve Agents held in October, 1921, adopted a resolution favor-

ing the establishment of branches in the same city in which a national 

bank i s located, provided State banks are permitted that privilege under 

State law. (Pp. 111-115 of proceedings of October, 1921, Conference of 

Federal Reserve • Agents.) 

8- Aflrma.1 Report for 1922. -« Again in i t s report for 1922, pages 5-6, 

the board commented br ie f ly upon branch banking developments, noting that 

the establishment of branches by the larger State banks "had gone so far 

in a few States, notably California, and in a few large c i t i e s , including 

New York, Cleveland, and Detroit, as to reduce greatly the number of na-

tional banks.11 The Board expressed the opinion that the action of the 

Comptroller of the Currency in permitting national banks to open "addi-

tional offices" within the corporate limits of the c i t i e s in which they 

were located in States which permitted branch banking "does, not meet the 

situation in California and does not fu l ly meet i t in the c i t i e s mentioned," 
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and that "an amendment to the national banking act allowing national "banks 

the same privilege given to State "banks in States where "branch "banking i s 

permitted i s much to "be desired." 

In this connection the "board noted a suggestion made "by the Joint 

Commission of Agricultural Inquiry in i t s report to Congress dealing with 

the problem of rural credit, to the e f fect that "a system of limited "branch 

"banking might furnish a possible solution of this problem." Upon this 

suggestion the board commented as follows: 

"Such systems are in fact already established in some 
sections of our country, notably in California, and ap-
pear to have gone far toward solving the problem. Branch 
banking has lowered the rate of interest in some of the 
leading agricultural sections of California, and at the 
same time has provided added security for the deposits 
of farmers. There are interesting neighborhood branch 
banking groups in other States, which appear to be serving 
their communities well." 

9. Annual Report for 1923. - Finally, in i t s 1923 report, page 48, 

the board notes the d i f f i c u l t i e s which originate in the differences of 

State laws and the competitive disadvantages under which national banks 

operate in States which permit branch banking, and expresses the hope 

"that i t can by administrative measures find some reasonable method of 

harmonizing existing differences of interest of State and national banks in 

the matter of branch banking, and thus lay the basis for a policy which will 

result in shaping the development and practice of branch banking in the 

United States along useful and serviceable l ines." 

10. s trat ive Policy of the Board -prior to November. 1923. -

In acting upon applications of State member banks for permission to establish 

additional branches within the system the board had prior to November, 1923, 

considered each case upon i t s own merits, giving consideration to public 
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convenience and. to the parent bank's capacity for properly organizing the 

branch and assimilating the business taken over. As a matter of general 

policy rather than spec i f i ca l ly of branch banking policy, the board in 

individual cases withheld i t s approval until sa t i s f i ed that establishment 

of the additional branch or branches in question would not impair the sol-

vency or l iquidity of the parent bank. I t gave consideration to the rate 

of expansion of the given branch system; co-ordination of branches already 

acquired; head-office control, supervision, and personnel; a f f i l i a t i o n 

with outside corporations; relation of capital and surplus to depesit 

l i a b i l i t i e s , especially in rapidly expanding branch systems; methods of 

acquiring branches; and generally to local conditions and needs in so far 

as these could be clearly defined. The Board distinguished branches 

from paying and receiving stations not vested with discretionary power to 

make loans, except for inconsiderable sums and while reserving the right to 

reconsider in case such off ices in any instance developed into ful l - f ledged 

branches, i t made approval of such outside of f ices more or less a matter 

of form, except where i t appeared that the expense of maintaining them 

might impair the capital of the bank. 

Although the board had not formulated any arbitrary rule requiring 

simultaneous examinations of head off ices and branches, i t had nevertheless 

regarded any evidence of inabi l i ty on the part of State authorities to 

conduct proper examinations of banks maintaining extensive branch systems 

as being in i t s e l f adequate just i f icat ion for limiting further expansion 

of such systems. Responsibility for the conduct of adequate examinations, 

i t has been f e l t , must in the case of member as of nonmember banks foe 

assumed primarily by State authorities rather than in the case of member 
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"banks "by the Federal reserve "bank of the given d i s tr i c t . 

In general, i t may be observed that prior to November, 1923, the board 

permitted expansion of member bank branch systems under State supervision and 

control, in so far as such expansion was consistent with sound banking 

principles of e f f i c i e n t administration, adequate State supervision, and 

complete solvency. 

11. Resolution of November 7. 1923. - On November 7, 1923, fee Fed-

eral Reserve Board adopted a resolution (X-3881) formulating certain 

general principles for guidance of the Board in acting upon individual 

cases presented to i t in applications for admission to membership of 

State banks operating branches outside the city or town or contiguous 

territory in which the parent bank was located and in applications of 

State member banks for permission to establish such branches. 

This resolution reads as follows: 

"Resolved. That the Board continue hereafter as here 
tofore to require State banks applying for admission to 
the Federal reserve system to agree as a condition of 
membership that they wi l l establish no branches except 
with the permission of the Federal Reserve Board; be i t 
further 

"Resolved. That, as a general principle, State banks 
with branches or additional of f ices outside of the cor-
porate l imits of the city or. town in which the parent 
banks are located or territory contiguous thereto 
ought not be admitted to the Federal Reserve System 
except upon condition that they relinquish *such branches 
or additional of f ices; be i t further 

"Resolved, That, as a general principle* State banks 
which are members of the Federal Reserve System, ought 
not be permitted to establish or maintain branches or 
additional of f ices outside the corporate l imits of the 
c i ty or town in which the parent bank is located or 
territory contiguous thereto; be i t further 

"Resolved, That in acting upon individual applies-
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tions of State "banks for admission to the Federal Reserve 
System and in acting upon individual applications of State 
"banks which are members of the Federal Reserve System for 
permission to establish "branches or additional o f f ices , 
the Board, on and after February 1, 1924, wi l l "be guided 
generally "by the above principles; "be i t further 

11 He solved. That the term 1 territory contiguous there-
to ' as used above shall mean the territory of a c i ty or 
town whose corporate limits at some point coincide with 
the corporate l imits of the city or town in which the 
parent bank i s located; be i t further 

"Resolved. That this resolution i s not intended to a f fec t 
the status of any branches or additional of f ices established 
prior to February 1, 1924, either those of banks a t 
the present time members of the Federal Reserve S y s t e m 
or those of banks subsequently applying for membership 
in said system." 

The Federal Advisory Council, however, was not inclined to favor 

this resolution. Under date of November 19, 1923, i t stated with refer-

ence to the resolution that "it believes that the resolution, i f carried 

into e f f ec t , wi l l give a position of monopoly to those State banks that 

have established State-wide systems of branches, while those State banks 

that have refrained from branch banking will be placed in a position of 

great disadvantage" (p. 11 of 1923 Recommendations of Federal Advisory 

Council.) 

12. Recommendations re McFadden Bill.. - On February 11, 1924, the 

so-called McFadden b i l l was introduced in Congress giving to national banks 

the rignt to establish branches and imposing some, restrictions upon the 

establishment of branches by State member banks of the Federal reserve 

system. As has been shown above, the Board had repeatedly recommended, 

the enactment of leg is lat ion authorizing the establishment of domestic 

brancnes oy national banks and a number of b i l l s designed to accomplish 

this general purpose were introduced from time to time. These b i l l s were 
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ill various forms and. contained various limitations and restrictions, "but 

none of them was ever passed by Congress. 

On May 26, 1924, and April 23, 1925, in let ters addressed to Con-

gressman McFadden and Senator McLean, respectively, the Board expressed 

i t s general approval of the McFadden t i l l . The Federal Advisory Council 

in 1924, 1925 and 1925 also recommended enactment of the t i l l , and on 

February 25, 1927, i t was f inal ly enacted into law. 

13. Administrative Policy during 1924. ~ At i t s meeting on Ja&uary 7, 

1924, the Board gave consideration to the applications of three "banks 

for permission to establish branches from time to time over a period of 

several months in accordance with contemplated programs of development, 

and adopted a resolution to the following e f fec t : That no blanket author-

i ty to establish branches would be granted} that each application must be 

presented separately in regular form and manner, subject to approval of 

the State banking authorities and a recommendation of the Federal reserve 

bank of the dis tr ic t ; that applications to establish branches in non-

contiguous territory, f i l e d before February 1 (under the board's resolution 

of November 7) might be considered by the board after that date; and that 

the board reserved right to pass on each application on i t s merits. (See 

X-3937). 

14. Regulations of 1924. - On March 27 the board issued a revised 

and further elaboration of i t s regulations formulated under that general 

provision of the Federal reservo act which authorizes i t to prescribe 

conditions of membership for State banking institutions applying for admis-

sion to the system. In these regulations, as amended a month later , on 

April 7, the board took occasion to give more formal statement than i t had 
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previously given to principles ?;hich would, govern i t in approving the 

establishment of "branches. 

By Section IV of i t s Regulation H, as amended. April 7, 1924, the 

Board stated that i t would prescribe the following conditions of member-

ship for every S t a t e "bank thereafter admitted to the Federal Reserve 

System: 

"(4) Such "bank or trust company shall not, except 
after ap-olying for and receiving the permission of the 
Federal Reserve Board, establish any branch, agency, 
or additional o f f i ce . 

"(5) Such bank or trust company, except after apply-
ing for and receiving the permission of the Federal 
Reserve Board, shall not consolidate with or absorb or 
purchase the assets of any other bank or branch bank 
for the purpose of operating such bank or branch bank 
as a branch of the applying bank; nor directly or in-
directly, through a f f i l i a t e d corporations or otherwise, 
acquire an interest in another bank in excess of 20 per 
cent of the capital stock of such other bank; nor directly 
or indirectly promote the establishment of any new bank 
for the purpose of acquiring such an interest in i t ; 
nor make any arrangement to acquire such an interest." 

These conditions were prescribed for a l l State banks and trust com-

panies which were admitted to membership between April 7, 1924, and Feb-

ruary 25, 1927, and were conditionally prescribed for a l l inst i tutions 

admitted between February 25, 1927, and January 3, 1928. Prior to April 7, 

1924, these conditions, or conditions substantially similar thereto, were 

prescribed for special reasons for a number of State banks and trust companies 

admitted to the System. 

In Section VI of the same Regulation, the Board stated the adminis-

trative policy which i t would pursue in acting upon applications for per-

mission to establish branches under these conditions of membership as 

follows: 
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"SECTION VI. PRINCIPLES GOVERNING- ESTABLISHMENT OF BRANCHES 

"In passing upon applications "by State "banks and trust 
companies for permission to establish branches, agencies or 
additional o f f i ce s , under condition No. 4 of Section IV, or 
under any similar condition which may have been prescribed 
by the Federal Reserve Board and agreed to by any bank or 
trust company heretofore admitted to the Federal Reserve System, 
the Federal Reserve Board wi l l observe the following principles-

"(l) The Federal Reserve Board will as a general principle 
res tr ic t the establishment of branches, agencies or additional 
o f f i ces by such banks or trust companies to the c i ty of loca-
tion of the parent bank and the territorial area within the 
State contiguous thereto, as said territory has been defined 
in the board's resolution of November 7, 1923, excepting in 
instances where the State banking authorities have cert i f ied 
and the board finds that public necessity and advantage render 
a departure from the principle necessary or desirable. 

"(2) The Federal Reserve Board as a general principle wi l l 
not consider an application by such bank or trust company for 
a permit to establish a branch, agency or additional o f f i ce , 
unless the authorities of the State in which such bank i s 
located regularly make simultaneous examinations of the 
head of f ice and a l l branches, agencies or additional 
o f f i ce s of such bank, nor unless the examinations made 
by the State authorities are, in the judgment of the Fed-
eral Reserve Board, of such character in every respect 
as to furnish the Federal Reserve Board with suf f ic ient 
information as to the condition of such bank and the char-
acter of i t s management to enable the Federal Reserve Board 
fu l ly to protect the interests of the public. 

"(3) The Federal Reserve Board as a general principle 
wi l l require each bank or trust company which establishes 
or maintains branches, agencies or additional of f ices to 
maintain for i t s e l f and such branches, agencies or addi-
tional o f f i ces an adequate ratio of capital to total l i a -
b i l i t i e s and an adequate percentage of i t s total investments 
in the form of paper or securities e l ig ible for discount 
or purchase by Federal reserve banks. 

"(4) The Federal Reserve Board wi l l not consider any 
application to establish a branch, agency or additional 
of f ice unt i l the State banking authorities have approved 
the establishment of such branch, agency or additional 
o f f i ce , and the directors or executive committee and the 
Federal reserve agent of the Federal reserve bank of the 
dis tr ic t in which such bank or trust company i s located 
have made a report upon the financial condition of the 
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applying bank or trust company, the general character of 
i t s management, what e f fect the establishment of such branch, 
agency or additional off ice would have upon other banks or 
branches in the loca l i ty in which i t i s to be established, 
and whether, in their opinion, i t would be in the interest 
of the public in such local i ty , together with their recom-
mendation as to whether or not the application should be 
granted. 

"(5) When permission i s granted for the establishment 
of such branch, agency or additional of f ice same shall be 
established and opened for business within s ix months after 
such permission i s granted. If such branch, agency or 
additional o f f i ce i s not established within such time the 
permit shall become void, unless the time i s extended by 
the board for good cause. 

"(6) The Federal Reserve Board reserves the right to 
cancel any permit which i t may grant hereafter to establish 
any branch, agency or additional off ice whenever i t shall 
appear, after hearing, that such branch, agency or additional 
o f f i ce i s being operated in a manner contrary to the interest 
of the public in the local i ty in which i t i s established." 

15. After the McFadden Act. # As a result of the amendments to the 

Federal Reserve Act contained in the McFadden Act, the Board issued a new 

set of regulations applicable to member banks which became e f fec t ive on 

January 3, 1928. Before these new regulations became effect ive and after 

the passage of the McFadden Act, a number of State banks and trust companies 

were admitted to membership in the System. These banks and trust companies 

were admitted subject to certain conditions of membership, which usually 

included the conditions in the 1924 Regulations regarding the establishment 

of branches, and such conditions were subject to any changes which the Board 

found to be necessary on account of the amendments to the Federal Reserve 

Act contained in the McFadden Act. After the Board's 1928 Regulations 

became effective, (January 3, 1928), these banks were advised of the new 

conditions of membership to which they were subject. As the McFadden Act 

prescribed the conditions under which branches might be established by 
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State member "banks, the Board did not include a condition in these new 

regulations in that connection. In Section V of Regulation H, however, 

i t stated i t s interpretation of the provisions of the McFadden Act regarding 

branches of State member banks as follows: 

"1. Any State member bank which, on February 25, 1927, had 
established and was actually operating a branch or branches in 
conformity with the State law i s permitted to retain and operate 
the same while remaining a member of the Federal reserve system, 
regardless of the location of such branch or branches. 

"2. Any nonmember State bank which, on February 25, 1927, 
had established and was actually operating a branch or branches 
in conformity with State law may, i f otherwise e l ig ib le , become 
a member of the Federal reserve system and retain and operate 
such branches, regardless of their location. 

"3. In order to remain a member of the Federal reserve 
system, every State member bank mast relinquish any branch or 
branches established after February 25, 1927, beyond the cor-
porate l imits of the city, town, or vi l lage in which the 
parent bank i s situated. 

"4. Any State member bank which establishes any 
branch or branches after February 25, 1927, beyond the 
corporate l imits of the city, town, or vi l lage in which 
the parent bank i s situated must either (a) relinquish 
such branch or branches or (b) forfe i t a l l rights and 
privileges of membership and surrender i t s stock in the 
Federal reserve bank. 

"5. Mo State bank which has established any branches 
subsequent to February 25, 1927, beyond the corporate 
l imits of the c i ty , town, or vi l lage in which the parent 
bank i s situated may become a member of the Federal reserve 
system except upon relinquishment of every such branch. 

"6. State member banks may establish branches within 
the corporate l imits of the c i ty , town, or v i l lage in which 
the parent bank i s situated without obtaining permission 
of the Federal Reserve Board." 

CHAIN BANKING 

1. Conditions of Membership. - Prior to the enactment of the McFadden 
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Act, the Board prescribed conditions of membership under which State 

banks could "be admitted to the Federal reserve system in order to e f fect 

some degree of control over chain "banking. One of the conditions with 

which State banks entering the Federal reserve system were required to 

comply, reads as follows: 
11 (5) Such bank or trust company, except after applying 

for and receiving the permission of the Federal Reserve 
Board, shall not consolidate with or absorb or purchase 
the assets of any other bank or branch bank for the pur-
pose of operating such bank or branch bank as a branch 
of the applying bank; nor directly or indirectly, through 
a f f i l i a t e d corporations or otherwise, acquire an interest 
in another bank in excess of 20 percent of the capital 
stock of such otner bank; nor directly or indirectly pro-
mote the establishment of any new bank for the purpose of 
acquiring such an interest in i t ; nor make any arrangement 
to acquire such an interest." 

This condition of membership was incorporated in the Board's Regula-

tions of 1924 and was prescribed for every State bank admitted to member-

ship between April 7, 1924 and January 3, 1928. As a result of an amend-

ment to Section 9 contained in the McFadden Act (February 25, 1927) there 

is some doubt whether the Board now has authority to prescribe this broad 

condition and, therefore i t has been unable to exercise the same degree of 

control over chain banking. I t has, however, prescribed the following con-

dition of membership for every State bank or trust company admitted to 

membership since January 3, 1928. 

"(3) Except after applying for and receiving the per-
mission of the Federal Reserve Board, such bc.nk or trust 
company shall not acquire an interest in any other bank 
or trust company, through the purchase of stock in such 
other bank or trust company." 

2. Recommendations for Legislation. - As early as January 8, 1926, 

the Board addressed a le t ter to Congressman McFadden (X-4500) recommending 

that there be incorporated in the pending McFadden b i l l certain provisions 
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designed to secure adequate information regarding national and State member 

"banks which are closely related in management, operation or interests to 

other banking inst i tutions and, in particular, to afford some check upon 

the abuses frequently occurring from chain banking. These suggestions 

were not adopted by Congress, 

3. Correspondence with Hon. Louis T* McFadden re Administrative Control.— 

Under date of my 2, 1927, Congressman McFadden addressed a l e t ter to the 

Comptroller of the Currency, suggesting that he adopt administrative measures 

calculated to control or prevent the growth of chain banking among national 

banks and sent a copy of his l e t ter to the Federal Reserve Board with the 

suggestion that the Board should adopt similar administrative measures with 

reference to State member banks of the Federal reserve system. The Board, 

under date of May 18, 1927 (X-4854) , replied that i t was powerless under the 

law to take any such action. The Board called attention to the fact that 

i t had suggested legis lat ion along this l ine, but that Congress had not 

adopted i t s suggestions, and also called attention to the fact that Congress 

in the McFadden Act had amended the law ao as apparently to take away the 

Board's power to control this practice through conditions of membership# 

the Board*s le t ter concluded with the statement that the remedy l i e s with 

Congress• 

4* Annual Reports for 1927 aid 1928. - In addition to the correspondence 

with Congressman McFadden above referred to, the Board has in i t s annual 

reports for the years 1927 and 1928 brought to the attention of Congress 

the fact that the expanding operations of financial companies specializing 

in the purchase of bank stock have presented special problems to Federal 

and State o f f i c i a l s charged with the responsibil it ies of bank supervision# 

I t was pointed out that such companies have been organized in increasing 
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n u m b e r s a n a t h a t s i n c e t h e y a r e n o t d i r e c t l y e n g a g e d i n t h e b u s i n e s s o f 

b a n k i n g a s d e f i n e d i n F e d e r a l a n d S t a t e s t a t u t e s , t h e y h a v e n o t "been s u b j e c t 

t o s u p e r v i s i o n o r r e g u l a r e x a m i n a t i o n b y b a n k i n g a u t h o r i t i e s . ( S e e p a g e s 3 1 -

3 2 o f 1 9 2 7 A n n u a l R e p o r t ) . The d i f f e r e n c e b e t w e e n b r a n c h a n d c h a i n b a n k i n g 

was e x p l a i n e d a n d i t w a s p o i n t e d o u t t h a t t h e m o r e c o n s i d e r a b l e d e v e l o p m e n t s 

i n c h a i n b a n k i n g h a v e b e e n g e n e r a l l y i n S t a t e s w h i c h p r o h i b i t t h e e s t a b -

l i s h m e n t o f b r a n c h o f f i c e s b y b a n k s . The c h a i n b a n k i n g s i t u a t i o n i n t h e 

U n i t e d S t a t e s was a l s o s u m m a r i z e d f o r t h e i n f o r m a t i o n o f C o n g r e s s . ( S e e 

p a g e s 5 0 - 5 1 o f 1 9 2 3 A n n u a l R e p o r t . ) 

5 . C o n f e r e n c e s o f F e d e r a l R e s e r v e A g e n t s a n d G o v e r n o r s o f F e d e r a l R e s e r v e 

B a n k s i n 1 9 2 7 a n d 1 9 2 8 . - The 1 9 2 7 f a l l c o n f e r e n c e s o f F e d e r a l r e s e r v e b a n k 

G o v e r n o r s a n d F e d e r a l r e s e r v e a g e n t s c o n s i d e r e d t h e d e v e l o p m e n t o f i n v e s t m e n t 

c o m p a n i e s f o r t h e p u r c h a s e o f b a n k s t o c k , a n d t h e F e d e r a l r e s e r v e a g e n t s w e r e 

o f t h e o p i n i o n t h a t a d a n g e r o u s s i t u a t i o n i s d e v e l o p i n g w h i c h s h o u l d b e 

b r o u g h t t o t h e a t t e n t i o n o f t h e F e d e r a l R e s e r v e B o a r d a n d t h e b a n k i n g 

a u t h o r i t i e s w i t h t h e v i e w t h a t some l e g i s l a t i o n s h o u l d be o b t a i n e d p l a c i n g 

s u c h c o m p a n i e s u n d e r t h e j u r i s d i c t i o n o f t h e b a n k i n g d e p a r t m e n t s . The 

F e d e r a l r e s e r v e b a n k G o v e r n o r s f e l t t h a t t h e p o s s i b l e d a n g e r s i n c i d e n t t o 

a w i d e s p r e a d d e v e l o p m e n t o f s u c h c o m p a n i e s make i t a m a t t e r f o r t t e c o n -

s i d e r a t i o n o f t h e F e d e r a l r e s e r v e s y s t e m . The G o v e r n o r s d i s c u s s e d t h i s 

q u e s t i o n f u r t h e r a t t h e i r A p r i l , 1 9 2 3 , C o n f e r e n c e a n d w h i l e n o t h i n g d e f i n i t e 

was r e c o m m e n d e d , i t was s t a t e d t h a t t h e q u e s t i o n i s a m a t t e r t h a t d e s e r v e s 

t h o u g h t f u l c o n s i d e r a t i o n . 

6 . C o m m i t t e e t o S t u d y C h a i n B a n k i n g . - The q u e s t i o n o f b r a n c h , c h a i n 

a n d g r o u p b a n k i n g d e v e l o p m e n t i n t h e U n i t e d S t a t e s w i t h p a r t i c u l a r r e f e r -

e n c e t o t h e e f f e c t s o f b a n k s t o c k o w n e r s h i p b y i n v e s t m e n t t r u s t s a n d h o l d i n g 
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c o r p o r a t i o n s , ^ a s c o n s i d e r e d "by t n e F e d e r a l Advisory C o u n c i l i n 1 5 2 9 , a n d , 

on N o v e m b e r 1 9 , 1 9 2 9 , i t r e c o m m e n d e d t h a t , "The F e d e r a l R e s e r v e B o a r d a p p o i n t 

a c o m m i t t e e t o s t u d y t h e m e r i t s o f t h e b r a n c h " b a n k i n g s y s t e m a s p r a c t i c e d 

i n t h i s a n d o t h e r c o u n t r i e s , ( c o n d i t i o n s i n C a n a d a b e i n g a p p a r e n t l y m o r e 

c o m p a r a b l e w i t h o u r o w n ) , t h e g r o u p o r c h a i n b a n n i n g s y s t e m a s d e v e l o p e d 

i n t h i s c o u n t r y a n d e l s e w h e r e , a n d t h e u n i t b a n k i n g s y s t e m o f t h i s a n d 

o t h e r c o u n t r i e s ; a n d f u r t h e r , t h e e f f e c t o f o w n e r s h i p o f bank s t o c k s by 

i n v e s t m e n t t r u s t s a n d h o l d i n g c o r p o r a t i o n s , i n o r d e r t h a t t h e F e d e r a l R e s e r v e 

B o a r d may b e i n p o s s e s s i o n o f a c c u r a t e a n d a u t h o r i t a t i v e i n f o r m a t i o n on 

t h i s I m p o r t a n t s u b j e c t . " 

The D e c e m b e r , 1 9 2 9 , C o n f e r e n c e o f F e d e r a l r e s e r v e b a n k G o v e r n o r s a n d 

F e d e r a l r e s e r v e a g e n t s v o t e d t o c o n c u r i n a n d e n d o r s e t h e r e c o m m e n d a t i o n 

o f t h e F e d e r a l A d v i s o r y C o u n c i l t h a t a c o m m i t t e e b e a p p o i n t e d t o s t u d y t h e 

s u b j e c t o f b r a n c h , c h a i n a n d g r o u p b a n k i n g . 

Accordingly, on F e b r u a r y 2 7 , 1 9 3 0 , t h e B o a r d appointed, a c o m m i t t e e 

for t h i s p u r p o s e , naming as members t h e r e o f , M e s s r s . G o l d e n w e i s e r and 

Smead o f t h e B o a r d * s s t a f f , a n d M e s s r s . S o u n d s , F l e m i n g a n d C l e r k , D e p u t y 

G o v e r n o r s o f t h e F e d e r a l r e s e r v e b a n k s o f Hew Y o r k , C l e v e l a n d a n d S a n 

F r a n c i s c o , r e s p e c t i v e l y . On t h e s a m e d a t e a l e t t e r ( X - 6 5 2 0 ) *~ras a d d r e s s e d 

t o t h e G o v e r n o r s a n d F e d e r a l r e s e r v e a g e n t s a d v i s i n g t h e m o f t h e a p p o i n t m e n t 

o f t h e a b o v e n a m e d c o m m i t t e e . 

F0RZIG1T BRAJCEwS 

1 . n a t i o n a l b a n k s . - N a t i o n a l b a n k s u n d e r S e c t i o n 2 5 o f t h e o r i g i n a l 

F e d e r a l R e s e r v e A c t ( A c t o f D e c e m b e r 2 3 , 1 9 1 3 ) w o r e g i v e n t h e r i g h t t o 

e s t a b l i s h b r a n c h e s i n f o r e i g n c o u n t r i e s o r d e p e n d e n c i e s o f t h e U n i t e d S t a t e s 

a n d u n d e r t h e p r o v i s i o n s o f t h e A c t o f S e p t e m b e r 7 , 1 9 1 3 , a m e n d i n g S e c t i o n 
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2 5 , s u c h 'banks -" rere g i v e n t h e p o w e r t o e s t a b l i s h b r a n c h e s i n i n s u l a r 

p o s e s s i o n s o f t h e U n i t e d S t a t e s , A t t h e p r e s e n t t i m e n a t i o n a l b a n k s may 

e s t a b l i s h f o r e i g n b r a n c h e s p i - r s u a n t t o t h e p r o v i s i o n s o f S e c t i o n 2 5 o f t h e 

F e d e r a l H e s e r v e A c t . 

2 . S t a t e Member B a n k s . - P r i o r t o t h e p a s s a g e o f t h e s o - c a l l e d 

i i c F a d d e n A c t , S t a t e b a n k s w h i c h w e r e m e m b e r s o f t h e F e d e r a l R e s e r v e S y s t e m 

c o u l d e s t a b l i s h b r a n c h e s i n f o r e i g n c o u n t r i e s ; b u t s i n c e t h a t A c t t h e y 

may n o t d o s o . T h i s A c t a m e n d e d S e c t i o n 9 o f t h e F e d e r a l R e s e r v e A c t a n d 

p r o v i d e s t h a t n o S t a t e b a n k may r e t a i n o r a c q u i r e s t o c k i n a F e d e r a l 

r e s e r v e b a n k e x c e p t u p o n r e l i n q u i s h m e n t o f a n y b r a n c h o r b r a n c h e s e s t a b -

l i s h e d a f t e r F e b r u a r y 2 5 , 1 9 2 7 , b e y o n d t h e l i m i t s o f t h e c i t y , t o w n o r 

v i l l a g e i n w h i c h t h e p a r e n t b a n k i s s i t u a t e d . A b r a n c h o f a S t a t e b a n k 

e s t a b l i s h e d i n a f o r e i g n c o u n t r y i s one e s t a b l i s h e d b e y o n d t h e l i m i t s o f t h e 

c i t y , t o w n o r v i l l a g e i n w h i c h t h e p a r e n t b a n k i s l o c a t e d a n d t h u s comes 

w i t h i n t h e c l a s s o f b r a n c h e s w h i c h a r e p r o h i b i t e d b y t h e M c F a d d e n A c t . 

T h i s A c t e x p r e s s l y e x c e p t s t h e e s t a b l i s h m e n t o f f o r e i g n b r a n c h e s b y n a t i o n a l 

b a n k s f r o m i t s p r o v i s i o n s ; b u t n o s u c h e x c e p t i o n i s made i n f a v o r o f 

b r a n c h e s o f S t a t e member b a n k s . 

5 . A n n u a l R e n o r t s f o r 1 9 2 7 a n d 1 9 2 8 . - I n i t s A n n u a l E e o o r t f o r t h e 

y e a r 1 9 2 7 , p . 4 6 , t h e B o a r d r e c o m m e n d e d t h a t S e c t i o n 9 o f t h e F e d e r a l 

R e s e r v e A c t b e a m e n d e d s o a s t o p e r m i t S t a t e member b a n k s t o e s t a b l i s h 

f o r e i g n b r a n c h e s . The B o a r d e x p l a i n e d t h e s i t u a t i o n a s s e t f o r t h a b o v e 

a n d p o i n t e d o a t t h a t " i t i s o b v i o u s t h a t C o n g r e s s i n t e n d e d t o d e a l - 1 t h 

d o m e s t i c b r a n c h e s " , w h e n i t a m e n d e d S e c t i o n 9 , a n d s t a t e d 11 t h e r e i s n o j u s -

t i f i c a t i o n f o r a d i s c r i m i n a t i o n a g a i n s t S t a t e member b a n k s i n t h i s r e s p e c t ; 

a n d t h e B o a r d i s o f t h e o p i n i o n t h a t t h e l a w s h o u l d b e a m e n d e d a s s o o n a s 
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p o s s i b l e s o a s t o r e m o v e t h e p o s s i b i l i t y o f i t "be ing c o n s t r u e d s o a s t o 

r e s u l t i n s u c h d i s c r i r n i n a t i o n . " The B o a r d r e n e w e d t h i s r e c o m m e n d a t i o n i n 

i t s A n n u a l Hep o r t f o r t h e y e a r 1 9 2 8 , 4 1 . 

4 . A c t i v e S t e - p s t o O b t a i n L e g i s l a t i o n . - U n d e r d a t e o f A p r i l 2 5 , 1 9 2 9 , 

V i c e G o v e r n o r P i a t t a d d r e s s e d l e t t e r s t o t h e Chairmefc o f t h e S e n a t e and 

H o u s e B a n k i n g a n d C u r r e n c y C o m m i t t e e s , r e v i e w i n g t h e S t a t e member b a n k 

f o r e i g n b r a n c h s i t u a t i o n . D r a f t s o f a m e n d m e n t s c o n f o r m i n g t o t h e 3 o a r d T s 

v i e w s w e r e e n c l o s e d * r i t h t h e s e l e t t e r s and i t w a s s t a t e d t h a t H t h e B o a r d 

w i l l a p p r e c i a t e f a v o r a b l e a c t i o n on t h i s proposed a m e n d m e n t a t a n e a r l y date." 

On May 1 0 , 1 9 2 9 , S e n a t o r I T o r b e c k i n t r o d u c e d a b i l l ( S . 1 0 7 0 ) t o amend 

S e c t i o n 9 o f t h e F e d e r a l R e s e r v e A c t t o p e r m i t S t a t e member b a n k s t o e s t a b l i s h 

a n d o n e r a t e b r a n c h e s i n f o r e i g n c o u n t r i e s . 

U n d e r d a t e o f J u n e 1 0 , 1 9 2 9 , t h e B o a r d a d d r e s s e d a l e t t e r t o S e n a t o r 

M o r b e c k , i n w h i c h i t v r a s s t a t e d t h a t u p o n f u r t h e r c o n s i d e r a t i o n o f t h e m a t t e r 

o f a m e n d i n g t h e l a w s o a s t o p e r m i t S t a t e member b a n k s t o e s t a b l i s h 

f o r e i g n b r a n c h e s , t h e B o a r d h a d r e a c h e d t h e c o n c l u s i o n t h a t t h e e s t a b -

l i s h m e n t o f s u c h b r a n c h e s s h o u l d b e p e r m i t t e d o n l y on t e r m s a n d c o n d i t i o n s 

s i m i l a r t o t h o s e p r e s c r i b e d f o r n a t i o n a l b a n k s b y t h e p r o v i s i o n s o f S e c t i o n 

2 5 o f t h e F e d e r a l R e s e r v e A c t . A r e v i s e d d r a f t o f t h e a m e n d m e n t w a s s u b -

m i t t e d w i t h t h i s l e t t e r a n d i t was s u g g e s t e d t h a t i t b e i n t r o d u c e d i n l i e u 

o f S . 1 0 7 0 . T h i s r e v i s e d d r a f t w o u l d r e q u i r e S t a t e b a n k s d e s i r i n g t o e s t a b -

l i s h f o r e i g n b r a n c h e s t o h a v e a c a p i t a l a n d s u r p l u s o f $ 1 , 0 0 0 , 0 0 0 o r m o r e , 

t o o b t a i n t h e p e r m i s s i o n o f t h e F e d e r a l R e s e r v e B o a r d , a n d t o c o m p l y " T i t h 

s u c h c o n d i t i o n s a n d r e g u l a t i o n s a s m i g h t b e p r e s c r i b e d b y t h e F e d e r a l R e s e r v e 

B o a r d . A s i m i l a r l e t t e r was s e n t t o Mr. McFadden o n t h e same d a y a n d i n 

b o t h o f t h e s e l e t t e r s t h e B o a r d r e c u e s t e d t h a t f a v o r a b l e a c t i o n b e t a k e n on 
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the amendment. 

Under date of September 10, 1929, letters were again addressed to t&f 

Chairmen of the Senate and House Banking and Currency Committees, call ing 

their attention to the previous recommendations of the Board and renewing 

the recommendation that b i l l s conforming to the Board's suggestions be 

introduced and passed by Congress. 

On December 11, 1929, Senator DTorbeck introduced a b i l l (S-2605) 

in the Senate in the form in which i t was recommended by the Board and this 

b i l l was reported out without amendment on December 18 by the Senate Bank-

ing and Currency Committee. 

On February S, 1930, the Board voted again to recommend the enactment 

of this amendment in i t s Annual Report for the year 1929, I t was also 

voted to send a le t ter to Mr. McFadden asking him to introduce the amendment 

in the House. This l e t t er has been prepared but has not yet been mailed. 

ARTICLES I IT THE BULLETIN. 

In the Federal Reserve Bulletin for December, 1924 (pages 925-940) 

there i s an excellent art ic le on the modern development of branch bank-

ing in the United States, which contains a review of the Board's recommend-

ations , regulations, and administrative pol icies on that subject and much 

valuable s t a t i s t i c a l material. This i s supplemented by art ic les appearing 

in the following numbers of the Federal Reserve Bulletin at the places 

indicated. 

June, 1926, pages 401-408 
May, 1927, pages 315-318 
December, 1929, pages 762-770 

The las t of these articles contains valuable s t a t i s t i c s regarding chain 

banking. 
Respectfully, 

Walter Wyatt, 
Gene ral Couns e1. 
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F E D E R A L A D V I S O R Y C O U N C I L 

1 9 3 0 

Officers: 

Frank 0. T7etmore, President 
B. A. McKinney, Vice President 
Walter l ichtenstein, Secretary 

Executive Committee: 

Frank 0. Uetmore 
3. A. McKinney 
Wm. C. Potter 

Levi L. Hue 
Harris Creech 
W. W. Smith 

District . 

Ho. 1 

No. 2 

No. 3 

No. 4 

No. 5 

No. 6 

No. 7 

No. 8 

No. 9 

No. 10 

No. 11 

No. 12 

M E M B E R S . 

Herbert K. Hallett 

William C. Potter 

Levi L. Rue 

Harris Creech 

John Poole 

J. P. Butler, Jr. 

Frank 0. Wetmore 

Walter W. Smith 

George H. Prince 

Walter S. McLucas 

B. A. McKinney 

F. L. Lipman 

Address. 

Atlantic National Bank, 
Boston, Mass. 

Guaranty Trust Company of 
New York, IT. Y. 

Philadelphia National Bank, 
Philadelphia, Pa. 

Cleveland Trust Company, 
Cleveland, Ohio. 

Federal American Nat'1. Bank, 
Washington, D. C. 

Canal Bank & Trust Company, 
New Orleans, La. 

First National Bank, 
Chicago, 111. 

First National Bank, 
St. Louis, Mo. 

First National Bank, 
St. Paul, Minn. 

Commerce Trust Co., 
Kansas City, Mo. 

American Exchange National Bank, 
Dallas, Texas. 

Wells Fargo Ek. & Union Tr. Co., 
San Francisco, Calif. 

Address of Mr. Lichtenstein, 38 South Dearborn St . , Chicago, I l l ino i s . 

March 1930. 
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March 1, 1930. 

To: Governor Young, SU3J3CT: Data re Branch, Group and 

From: Mr. 7,'ya11, General Counsel. Chain Banking. 

In accordance with your request, made Tuesday of this week, 
I have gathered together what I "believe to "be substantially a l l the 
data in the Board's possession on the above subject, which might be 
of help to you in connection with your testimony before the Committee 
on Banking and Currency. I have digested or summarized this material 
under various headings l i s t e d in the attached analysis and have attached 
the original material as exhibits numbered according to the correspond-
ing headings of the analysis and digest. 

This system of numbering the exhibits results in some 
duplication of exhibits ( i . e . the same material sometimes appears 
two or three times as different exhibits); but I believe i t is 
ju s t i f i ed by the resulting convenience of reference. If you decide 
to f i l e with the Committee a written statement accompanied by 
exhibits, i t may be advisable to eliminate this duplication by 
designating the exhibits A, B, C, e tc . , and referring back to an 
earlier exhibit, instead of introducing the sair.e exhibit again under 
a different number. 

In accordance with our understanding, I have not' attempted 
to put the attached summary or digest in the form of a f inal state-
ment to be f i l e d with the Cormittee but rather in such form as to 
serve as a rough draft for you to revise and supplement in accord-
ance with your own views. It, therefore, contains some references 
to confidential material, which should be omitted from any statement 
or exhibits f i l e d with the Committee. In this connection, I quote 
the following from a memorandum addressed to me by lir. Horbett with 
reference to the confidential character of some of the material com-
pi led by Lr. Smead's division: 

"As I told you over the telephone, a good deal of the 
material that we have presented to the Board has been of a 
confidential character, that i s to say, we have not f e l t at 
l iberty to disclose, except to the Board, the names of the 
individual banks reported to us by the Federal reserve agents. 
You wi l l note, however, from the copies of the memoranda sub-
mitted to the Board on this subject, that they refer to the 
accompanying detailed reports, and in some cases the memoranda 
themselves give figures pertaining to individual banks. It 
may be desirable, therefore, to amend the memoranda somewhat, 
i f they are to be used at the Congressional hearing, by 
omitting confidential data and references to accompanying con-
f ident ial tabulations," 

I strongly recommend that you confer with Mr. Smead about 
this before f ina l ly deciding what material to f i l e with the Committee. 

I regret that I have had to do this work so hurriedly that I 
am not very proud of the result; but I hope that i t wi l l serve for 
practical purposes. 

Respectfully, 
Walter Y«yatt, General Counse" Digitized for FRASER 
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F E D E R A L R E S E R V E B O A R D 

DIGEST OF 

DATA ON BRANCH, GROUP AND CHAIN BANKING. 

The following i s a digest of a l l the data in the possession 
of the Federal Reserve Board on the subject of branch, group and 
chain banking. There i s being submitted to the Committee at the 
same time as exhibits, copies of a l l the material referred to in 
this digest. In this connection, attention i s called to the fact 
that part of the material submitted is confidential in i t s nature 
and probably ought not to be published in any report of the 
Committee's hearings. These confidential portions are indicated 
both on the exhibits and by explanatory statements in the body 
of the digest, so that the Committee can easi ly eliminate them 
if i t should desire to publish this digest or any of the exhibits. 

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



- 1 - X - 6 5 2 3 

FEDERAL RESERVE BOARD 

DA2A ON BEilTCH, G5.0UP A1TO CFADT BASKIITG 

I . L e g a l R e s e a r c h 

1 . S e p t e m b e r , 1 9 2 2 

2 . D e c e m b e r , 1 9 2 4 

3 . M a r c h , 1 9 2 5 
4 . J u n e , 1 9 2 6 
5 . F e b r u a r y , 1 9 2 9 
6 . O c t o b e r , 1 9 2 9 

7 . D e c e m b e r , 1 9 2 9 
8 . F e b r u a r y , 1 9 3 0 

S t a t u s o f B r a n c h B a n k i n g U n d e r t h e Laws c f 
t h e S e v e r a l S t a t e s . 
C o m p r e h e n s i v e A r t i c l e o n B r a n c h B a n k i n g , I n -
c l u d i n g L e g a l S t a t u s . 
D i g e s t o f S t a t e Laws a s o f D e c e m b e r 3 1 , 1 9 2 4 . 
S u p p l e m e n t t o D e c e m b e r , 1 9 2 4 , A r t i c l e . 
B r a n c h B a n k i n g D e v e l o p m e n t s t o J u n e 3 0 , 1 9 2 8 . 
D i g e s t o f S t a t e Laws r e O w n e r s h i p o f B a n k S t o c k s 
b y H o l d i n g C o m p a n i e s . 
B r a n c h a n d C h a i n B a n k i n g D e v e l o p m e n t s i n 1 9 2 9 . 
D i g e s t o f S t a t e Laws r e B r a n c h B a n k i n g . 

I I . S t a t i s t i c a l R e s e a r c h r e B r a n c h B a n k i n g 

1 . J u n e , 1 9 2 4 . 
2 . D e c e m b e r , 1 9 2 5 . 
3 . D e c e m b e r , 1 9 2 6 . 
4 . F e b r u a r y 2 5 a n d J u n e 3 0 , 1 9 2 7 . 
5 . J u n e , 1 9 2 8 . 
6 . J u n e , 1 9 2 9 . 
7 . D e c e m b e r , 1 9 2 9 . 

I I I . S t a t i s t i c a l R e s e a r c h o n C h a i n B a n k i n g 

1. December, 1922. 
2 . J u n e , 1 9 2 6 . 
3 . J u n e , 1 9 2 3 . 
4 . J u n e , 1 9 2 9 . 
5 . D e c e m b e r , 1 9 2 9 . 
6 . A n n u a l R e p o r t f o r 1 9 2 7 . 
7 . A n n u a l R e p o r t f o r 1 9 2 8 . 

I V . B r a n c h B a n k i n g i n F o r e i g n C o u n t r i e s 

1 . C a n a d a . 
2 . B r i t i s h I s l e s . 
3 . Q-ermany. 
4 . F r a n c e . 
5 . - J a p a n . 

V. H i s t o r y , U n i t e d S t a t e s 

1 . ""Branch B a n k i n g b e f o r e t h e C i v i l War" - A d d r e s s b y H e n . Edmund P i a t t . 
2 . " B r a n c h B a n k i n g f o r C o u n t r y B a n k s " - A d d r e s s b y E o n . Edmund P i a t t . 
3 . R e c e n t G r o w t h o f B r a n c h B a n k i n g T h r o u g h 1 9 2 4 . 
4 . B r a n c h B a n k i n g i n t h e U n i t e d S t a t e s f r o m J u n e , 1 9 2 4 , t o D e c e m b e r , 1 9 2 5 . 
5 . B r a n c h B a n k i n g D e v e l o p m e n t s i n 1 9 2 6 . 
6 . B r a n c h B a n k i n g D e v e l o p m e n t s t o J u n e 3 0 , 1 9 2 8 . 
7 . B r a n c h a n d C h a i n B a n k i n g D e v e l o p m e n t s t o J u n e 3 0 , 1 9 2 9 . 
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V I . F e d e r a l L e g i s l a t i o n o n B r a n c h B a n k i n g 

1 . F i r s t B a n k o f t h e U n i t e d S t a t e s . 
3 . S e c o n d B a n k o f t h e U n i t e d S t a t e s . 
3 . R a t i o n a l B a n k s . 
4 . p o s t a l S a v i n g s B a n k s . 
5 . F e d e r a l R e s e r v e B a n k s . 
6 . F e d e r a l L a n d B a n k s a n d J o i n t S t o c k L a n d B a n k s . 
7 . 1 ;a r F i n a n c e C o r p o r a t i o n . 

. , 8 . F e d e r a l I n t e r m e d i a t e C r e d i t B a n k s . 
9 . The M c F a d d e n A c t . 

( a ) N a t i o n a l B a n k s . 
( o ) S t a t e Member B a n k s o f t h e F e d e r a l R e s e r v e S y s t e m . 

V I I . P o l i c y o f F e d e r a l R e s e r v e S y s t e m o n B r a n c h B a n k i n g 

1 . A n n u a l R e p o r t f o r 1 9 1 5 . 
2. R e c o m m e n d a t i o n s D a r i n g 1 9 1 6 , 
3 . A n n u a l R e p o r t f o r 1 9 1 7 . 
4 . A n n u a l R e p o r t f o r 1 3 1 8 . 
5 . D e v e l o p m e n t s D u r i n g 1 9 1 9 . 
6 . A n n u a l R e p o r t f o r 1 9 1 5 . 
7 . R e c o m m e n d a t i o n o f F e d e r a l R e s e r v e A g e n t s i n 1 9 2 1 . 
8 . A n n u a l R e p o r t f o r 1 9 2 2 . 
9 . A n n u a l R e p o r t f o r 1 9 2 3 . 

1 0 . A d m i n i s t r a t i v e P o l i c y o f F e d e r a l R e s e r v e B o a r d P r i o r t o 
N o v e m b e r , 1 S 2 3 . 

1 1 . F e d e r a l R e s e r v e B o a r d ' s R e s o l u t i o n o f N o v e m b e r 7 , 1 9 2 3 . 
1 2 . R e c o m m e n d a t i o n s o n M c F a d d e n B i l l . 
1 3 . A d m i n i s t r a t i v e P o l i c y D u r i n g 1 9 2 4 . 
1 4 . R e g u l a t i o n s o f 1 9 2 4 . 
1 5 . A f t e r t h e M c F a d d e n A c t . 

V I I I . P o l i c y o f F e d e r a l R e s e r v e S y s t e m o n C h a i n B a n k i n g 

1 . C o n d i t i o n s o f M e m b e r s h i p . 
2 . R e c o m m e n d a t i o n s f o r L e g i s l a t i o n . 
3 . C o r r e s p o n d e n c e w i t h H o n . L o u i s T . M c F a d d e n r e g a r d i n g 

A d m i n i s t r a t i v e C o n t r o l . 
4 . A n n u a l R e p o r t s f o r 1 3 2 7 a n d 1 9 2 8 . 
5 . C o n f e r e n c e s o f F e d e r a l R e s e r v e A g e n t s a n d G o v e r n o r s o f F e d -

e r a l R e s e r v e B a n k s , 1 S 2 7 - 1 9 2 8 . 
S . C o m m i t t e e t o S t u d y C h a i n B a n k i n g . 

I X . B a n k F a i l u r e s 

1 . F e d e r a l R e s e r v e B o a r d ' s A n n u a l R e p o r t f o r 1 9 2 6 . 
2 . R e n o r t o n B a n k S u s p e n s i o n s , 1 9 2 1 - 1 9 2 7 . 
3 . S t u d y o f B a n k S u s p e n s i o n s , 1 3 3 1 - 1 9 2 9 . 
4 . F e d e r a l R e s e r v e B o a r d ' s A n n u a l R e p o r t f o r 1 5 3 9 . 
5 . S t u d i e s o f B a n k F a i l u r e s b y P r o f e s s o r S p r a g u e a n d D r . B u r g e s s . 
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3 E A F C H , G R O U P A IT D C B A I 17 "B A IT K I IT G-

R3S3.4BCS 7 . " 0 3 g 

D u r i n g t h e p a s t e i g h t y e a r s t h e F e d e r a l R e s e r v e B o a r d h a s 

done a g r e a t a m o u n t o f r e s e a r c h w o r k i n c o n n e c t i o n w i t h t h e s u b j e c t 

of "b ranch b a n k i n g , a n d d u r i n g t h e p a s t f o u r y e a r s i t h a s m a d e much 

r e s e a r c h i n c o n n e c t i o n w i t h t h e s u b j e c t o f g r o u p a n d c h a i n b a n k i n g . 

I t i s b e l i e v e d t h a t t h e r e s u l t s o f t h i s r e s e a r c h w o r k w i l l b e v e r y 

e n l i g h t e n i n g a n d h e l p f u l t o t h e C o m m i t t e e . T h e r e i s g i v e n b e l o w a 

b r i e f d i s c u s s i o n o f t h e v a r i o u s d i f f e r e n t p h a s e s of t h i s r e s e a r c h 

w o r k a n d t h e r e a r e a t t a c h e d e x h i b i t s c o n t a i n i n g t h e p r i n c i p a l d o c u -

m e n t s c o n t a i n i n g t h e d e t a i l e d i n f o r m a t i o n r e s u l t i n g f r o m t h i s r e s e a r c h 

w o r k . 
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I. LB GAL RESEARCH 

1. Daring September, 3,922, Mr. Robert F. Leonard, Secretary to 

Hon. John R. Mitchell, who was at that time a member of the Federal 

Reserve Board, prepared a preliminary draft of a digest showing the status of 

branch banking under the laws of the several states. In this digest i t 

appears that, in September, 1922, branch banking was prohibited by law 

in 15 States and was expressly permitted by law in 13 states. In 12 

States there were no specif ic provisions of law prohibiting branch bank-

ing, but the State supervisory authorities did not permit branches to be 

established. In four States the laws prohibited branch banking but per-

mitted the establishment of branch o f f i ces or agencies; and in three 

States the establishment of branches was permitted without any express 

authorization of law. In one State branch banking was permitted by im-

plication, but there were no branches then in operation in that State. 

Of the 13 States expressly permitting branch banking, eight permitted i t 

without any geographical l imitations, while f ive permitted the establish-

ment of branches only within certain geographical l imits . A copy of this 

preliminary digest (X-3530) i s attached hereto as Exhibit A, It appears 

that i t was never put in f inal form. 

2. In December, 1924, there was published in the Federal Reserve 

Bulletin (pages 925-940) a comprehensive art ic le with reference to the 

entire subject of branch banking, which reviewed the administrative pol i -

cies of the Federal Reserve Board with reference to this subject, the 

Board's recommendations to Congress, the extent oi branch banking in the 

United States, both within and without the Federal reserve system, and 

the growth of branch banking. In addition to much valuable s ta t i s t i ca l 
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m a t e r i a l , t h i s a r t i c l e a l s o c o n t a i n e d , ( p a g e s 9 3 0 - 9 3 1 ) a summary o f 

t h e l e g a l s t a t u s o f b r a n c h " b a n k i n g i n t h e U n i t e d . S t a t e s a n d a map s h o w -

i n g i n w h i c h s t a t e s b r a n c h " b a n k i n g w a s a u t h o r i z e d . , i n w h i c h S t a t e s i t 

was p r o h i b i t e d , a n d i n w h i c h S t a t e s t h e l a w s c o n t a i n e d no p r o v i s i o n s 

w i t h r e f e r e n c e t o b r a n c h b a n k i n g . T h i s summary s h o w e d t h a t a t t h a t t i m e 

b r a n c h b a n k i n g w a s e x p r e s s l y p r o h i b i t e d b y s t a t u t e i n 1 7 S t a t e s a n d w a s 

e i t h e r e x p r e s s l y o r i m p l i e d l y p e r m i t t e d b y s t a t u t o r y p r o v i s i o n s i n a n 

e q u a l n u m b e r o f S t a t e s . T h e f r e e e x t e n s i o n o f b r a n c h b a n k i n g o n a S t a t e -

w i d e b a s i s r a s e x p r e s s l y a u t h o r i z e d i n 9 S t a t e s , was i m p l i e d l y a u t h o r i z e d 

i n 2 o t h e r S t a t e s , a n d w a s p e r m i t t e d w i t h o u t s p e c i f i c s t a t u t o r y a u t h o r i t y 

i n 2 a d d i t i o n a l S t a t e s , m a k i n g 1 3 S t a t e s i n a l l i n w h i c h S t a t e - w i d e 

b r a n c h b a n k i n g w a s p e r m i t t e d . T h r e e S t a t e s r e s t r i c t e d b r a n c h b a n k i n g t o 

t h e c o u n t y o r t e r r i t o r y c o n t i g u o u s t o t h e c i t y o r c o u n t y i n w h i c h t h e 

p a r e n t b a n k w a s l o c a t e d and. 2 S t a t e s l i m i t e d t h e e s t a b l i s h m e n t o f b r a n c h e s 

t o t h e c o r p o r a t e l i m i t s o f t h e c i t y i n w h i c h t h e p a r e n t b a n k w a s l o c a t e d . 

I n 3 S t a t e s a d d i t i o n a l o f f i c e s o r a g e n c i e s , b u t n o t f u l l - p o w e r b r a n c h e s , 

w e r e p e r m i t t e d e i t h e r b y s t a t u t o r y p r o v i s i o n s o r u n a e r j u d i c i a l d e c i s i o n s . 

A c o p y o f t h i s a r t i c l e i s a t t a c h e d a s E x h i b i t B . 

3 . I n I . a r c h , 1 9 2 5 , t h e r e w a s p u b l i s h e d i n t h e T e d e r a l R e s e r v e B u l -

l e t i n ( p a g e s 1 8 2 - 1 8 7 ) a c o m p l e t e d i g e s t o f S t a t e l a w s p e r t a i n i n g t o 

b r a n c h b a n k i n g , w h i c h w a s p r e p a r e d i n t h e o f f i c e o f t h e B o a r d ' s G e n e r a l 

C o u n s e l w i t h t h e a s s i s t a n c e o f t h e C o u n s e l f o r t h e v a r i o u s F e d e r a l r e s e r v e 

"banks . T h i s d i g e s t s h o w e d t h e s t a t u s o f b r a n c h b a n k i n g l e g i s l a t i o n i n 

t h e v a r i o u s S t a t e s a t t h e c l o s e o f t h e y e a r 1 9 2 4 . I t s h o w e d t h a t b r a n c h 

b a n k i n g w a s p e r m i t t e d e i t h e r s p e c i f i c a l l y o r b y i m p l i c a t i o n i n 2 0 S t a t e s 
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and was s p e c i f i c a l l y p r o h i b i t e d i n 17 S t a t e s . I t a l s o shows t h a t a t t h a t 

time t h e r e were 11 S t a t e s having no express p rov i s ions of law cover ing 

"branch "banking. A copy of t h i s d i g e s t i s a t t a ched h e r e t o as Exh ib i t C. 

4 . In June . 1926. t h e r e was pub l i shed i n the Federa l Reserve B u l l e t i n 

(pages 401-408) an a r t i c l e with r e f e r e n c e to branch banking i n the Uni ted 

S t a t e s , b r i n g i n g up to da t e the da ta conta ined i n the a r t i c l e p u b l i s h e d 

i n the Federa l Reserve B u l l e t i n f o r December, 1924. With r e f e r e n c e to the 

l e g a l s i t u a t i o n i n the va r ious S t a t e s , t h i s a r t i c l e showed t h a t t h r e e S t a t e s 

had enac ted l e g i s l a t i o n regard ing the e s t ab l i shment and maintenance of 

branches dur ing the year 1925. I t showed t h a t , on December 31, 1925, branch 

banking was p e r m i t t e d i n 20 S t a t e s e i t h e r express ly or by i m p l i c a t i o n ; i t 

was p r o h i b i t e d i n 17 S t a t e s ; and the re was no l e g i s l a t i o n on the s u b j e c t i n 

10 S t a t e s . I n a d d i t i o n to the 20 S t a t e s p e r m i t t i n g branch banking, ITew 

J e r s e y had r e c e n t l y enac ted a s t a t u t e a u t h o r i z i n g banks and t r u s t companies 

to e s t a b l i s h branches w i t h i n the l i m i t s of the c i t y i n which the head 

o f f i c e was l o c a t e d , i f n a t i o n a l banking a s s o c i a t i o n s i n ITew J e r s e y should 

a t the time be p e r m i t t e d "by Act of Congress to e s t a b l i s h t r a n c h e s . A 

copy of t h i s a r t i c l e i s a t t a c h e d as Exh ib i t D. 

5 . In February. 1929. the re was pub l i shed i n the Federal Reserve 

B u l l e t i n (pages 97-103) an a r t i c l e e n t i t l e d "Branch Banking Developments 

to June 30, 1928", which not only brought up to da te much of the s t a t i s -

t i c a l d a t a on t h i s s u b j e c t bu t a l so conta ined a b r i e f summary of the l e g a l 

s i t u a t i o n e x i s t i n g on June 30, 1928. This showed t h a t , i n the p e r i o d which 

had. e l apsed s ince the enactment of the McFadden-Pepper Act of February 25, 

1927, s e v e r a l S t a t e s had enacted l e g i s l a t i o n exp re s s ly f o r b i d d i n g branch 

banking. A t a b l e p u b l i s h e d i n t h i s a r t i c l e i n d i c a t e s t h a t on June 20 
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1928, "branch banking was permit ted, in 22 S t a t e s and i n the D i s t r i c t 

ef Columbia, "but was l i m i t e d to the c i t y or county in which the head 

o f f i c e of the bank was l o c a t e d i n 10 of t he se S t a t e s and. was p e r m i t t e d 

only i n the home county and a d j o i n i n g count ies i n one S t a t e and only i n 

the home c i t y or t e r r i t o r y cont iguous t h e r e t o i n one o the r S t a t e , ' s o t h a t 

12 of the S t a t e s in a l l p e r m i t t e d branch banking only w i t h i n l i m i t e d geo-

graphica l l i m i t s , while 10 S t a t e s (not count ing the D i s t r i c t of Columbia) 

p e r m i t t e d branch banking wi thou t any geographica l l i m i t a t i o n . Branch 

banking was p r o h i b i t e d (except as to branches a l r eady e x i s t i n g ) i n 20 

S t a t e s . In only 6 S t a t e s was t h e r e no l e g i s l a t i o n on t h e s u b j e c t of 

branch banking, and no branches in ope ra t i on . A copy of t h i s a r t i c l e i s 

a t t a c h e d as Exh ib i t E. 

6. In October, 1939, t h e r e was p repa red i n the o f f i c e of the Board ' s 

General Counsel, wi th a s s i s t a n c e of Counsel to the var ious Federal r e s e r v e 

banks, a d i g e s t of S t a t e laws rega rd ing the ownership of bank s tock by 

ho ld ing c o r p o r a t i o n s . This was not pub l i shed , but a copy i s a t t a c h e d he re to 

a s Exhib i t F . I t shows t h a t only 19 S t a t e s had any l e g i s l a t i o n a f f e c t -

ing t h i s s u b j e c t e i t h e r exp re s s ly or by i m p l i c a t i o n . In most of these 

S t a t e s the l e g i s l a t i o n obviously was not in tended to deal d i r e c t l y wi th 

the sub jec t of chain o r group banking. Most of the l e g i s l a t i o n was ve ry 

general i n i t s c h a r a c t e r and d e a l t only with the genera l powers af banks 

to own s tock in o the r co rpo ra t ions or in o the r banks. Only in the S t a t e s 

ef Hew Je r sey , Oregon, West V i r g i n i a and Wisconsin, d id there appear to be 

any l e g i s l a t i o n des igned s p e c i f i c a l l y to r e s t r i c t cha in banking. 

7, In Re a embnr, 1939 , there was published, in the Federa l Reserve 

B u l l e t i n (pages 763-771) an a r t i c l e with r e f e r ence to branch and chain 
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"banking developments dur ing the year 1922. Shis a r t i c l e p o i n t e d out 

t ha t " the a r e a w i t h i n which "banks were ope ra t i ng "branch o f f i c e s " on June 30 

was composed of 28 S t a t e s and the D i s t r i c t of Columbia. In 9 of these 

S t a t e s , however, any f u r t h e r ex tens ion of "branch "banking has been p r o -

h i b i t e d "by law, l e a v i n g 19 S t a t e s and the D i s t r i c t of Columbia as composing 

what may be c a l l e d " the branch banking a r e a " , to which may perhaps be 

added Wyoming, whose banking code would seem to permi t branch banking, 

a l though no branch o f f i c e s have been r e p o r t e d from t h i s S t a t e . In 8 of 

these S t a t e s (or 9 i n c l u d i n g Wyoming) S ta te -wide branch banking i s pe rmi t t ed , 

the e s t ab l i shment of branches being r e s t r i c t e d i n the o t h e r 11 S t a t e s to 

the home c i t y of the p a r e n t bank or t e r r i t o r y nea r ly cont iguous t h e r e t o . 

In t a b l e s p u b l i s h e d on pages 768 to 770, g iv ing the da ta f o r i n d i v i d u a l 

S t a t e s , the S t a t e s a re grouped with r e f e r e n c e to the s t a t u s of branch bank-

ing as de f i ned i n the S t a t e banking codes. A copy of t h i s a r t i c l e i s 

a t t a c h e d h e r e t o as Exh ib i t G. 

8. In February, 1930, the o f f i c e of the Board1 s General Counsel, wi th 

the a s s i s t a n c e of Counsel to the va r ious Federa l r e s e r v e banks, completed a 

p r e l i m i n a r y d r a f t of a new d iges t of S t a t e laws regard ing branch banking. 

This d i g e s t has r e c e n t l y been completed i n f i n a l form, and a copy of the 

f i n a l d r a f t i s a t t a c h e d h e r e t o as Exh ib i t H, This d i g e s t shows t h a t the 

es tab l i shment of branch banks i s p r o h i b i t e d i n 22 S t a t e s ; t h a t the e s t a b l i s h -

ment of branches i s a u t h o r i z e d i n 19 S t a t e s , and t h a t t h e r e a re no s p e c i f i c 

p r o v i s i o n s cover ing branch banks i n 7 S t a t e s . Of the 19 S t a t e s p e r m i t t i n g 

branch banking, n ine permi t S ta te-wide branch banking and ten permit branch 

banking only w i t h i n l i m i t e d a r e a s . 
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I I . STATISTICAL RDS5A3CH OH SR-AI'CH BAMIUG. 

1. June, 1924. - The f i r s t survey mede f o r the Federa l Reserve 

Beard on Branch "banking in the country as a whole, i . e . , i n c l u d i n g non-

member as w e l l a s member "banks, was p repa red as of June, 1924, and the 

r e s u l t s were p u b l i s h e d i n the 1924 December B u l l e t i n , pages 925-940. That 

summary showed t h a t 681 member and no member banks, out of a t o t a l of 28,468, 

were o p e r a t i n g a t o t a l of 2 ,233 branches . Of t h i s number, 248 were branches 

of n a t i o n a l banks, 1 ,137 were branches of S ta te bank members and 848 were 

branches of nonrnember banks. The S t a t e s i n which the l a r g e s t number of 

branches were r e p o r t e d a t t ha t time were C a l i f o r n i a - 538, Hew York - 559, 

Michigan - 332, and Ohio - 203. A copy of the Federa l Reserve B u l l e t i n f o r 

December, 1924, i s a t t a c h e d h e r e t o as Exh ib i t B. 

2 . December, 1925. - The next survery on branch banking made f o r the 

Board was as of December, 1925, and the r e s u l t s a r e published, on pages 401-

408 of the June 1926 Federa l Reserve B u l l e t i n . This survey showed t h a t 

the number of banks ope ra t i ng branchesk ,d i nc r ea sed from 686 i n June 1924 

to 735 in December 1925, and the number of branches i n ope ra t ion from 2,243 

to 2 ,572. Of the t o t a l number o f .b ranches in ope ra t i on i n December 1925, 

332 were branches of n a t i o n a l banks, 1 ,280 of S t a t e bank members and 960 

• f nonrnember banks. A copy of the Federa l Reserve B u l l e t i n f o r June, 1926, 

i s a t t a i n e d h e r e t o a s Exh ib i t D» 

3 . December, 1926. - In 1926 the Board decided to ma in ta in a complete 

r eco rd of a l l branches coming in to or going out of e x i s t a n c e of a l l banks 

i n the count ry , and the Federa l r e se rve agen t s were i n s t r u c t e d to p r epa re 

the necessary da ta f o r t h i s purpose . On the b a s i s of t h i s new r eco rd a 

compila t ion was p r e p a r e d as of December, 1926, and p r e s e n t e d to the Board 
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i n Mr. Smea&»s memorandum of Apr i l 27, 1927. B r i e f l y t h i s memorandum 

summarized the "branch, "banking s i t u a t i o n a t the end of 1926 as fo l lows : 

"She summary shows t h a t out of a t o t a l of 28,000 
"banks i n the Uni ted S t a t e s on December 31, 1926, 789 
"banks i n 401 c i t i e s were o p e r a t i n g 2,777 "branches. I f 
mutual sav ings and p r i v a t e "banks a re excluded, i n order 
to o b t a i n f i g u r e s comparable wi th p rev ious compi la t ions , 
i t i s found t h a t 730 "banks were opera t ing 2,690 "branches 
a t the end of 1926, as compared wi th 735 "banks wi th 2,572 
"branches i n December 1925, and 686 banks wi th 2,243 branches 
i n June, 1924. There was during 1326, t h e r e f o r e , an i n -
c rease of 113 i n the number of branches i n o p e r a t i o n (ex-
c l u s i v e of branches of mutual savings and p r i v a t e banks) 
and a nominal decrease in the number of p a r e n t banks 
o p e r a t i n g the b ranches , t h i s decrease being more than 
accounted f o r by c o n s o l i d a t i o n s of banks having b ranches . " 

A copy of t h i s r e p o r t ( S t . 5334) i s a t t a c h e d h e r e t o as Exh ib i t I . 

The same s t a t i s t i c s , i . e . , f o r December, 1926 were p u b l i s h e d i n somewhat 

d i f f e r e n t form i n the May, 1927, B u l l e t i n , pages 315-318 and 384-389, a 

copy of which i s a t t a c h e d h e r o t o as Exhib i t J . 

4 . February 25 and June 30, 1927. - Under da t e of February 17, 1528, 

Mr. Smead submi t t ed a memorandum t o the Board summarizing the branch bank-

ing s i t u a t i o n as of the da te on which the s o - c a l l e d LicFadden B i l l was 

p a s s e d . This memorandum a l s o brought the s t a t i s t i c s up to da te as of the 

end of June, 1927. The f o l l o w i n g m a t e r i a l taken from the f i r s t page of 

t h a t memorandum shows b r i e f l y the s t a t u s of branch banking a t t he time 

the McFadden Act was passed , as wel l as f o u r months l a t e r , i . e . , i n June, 

1927: 

"On February 25, 1927, the da te on which the McFad-
den amendment to the Federa l Reserve and Nat ional Bank 
Acts became e f f e c t i v e , t h e r e were i n the Uni ted S t a t e s 
777 banks i n 396 c i t i e s which were ope ra t ing a t o t a l of 
2,902 domestic branches , the f i g u r e s by c l a s s e s of banks 
being as f o l l o w s : 
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Number of 
banks ope ra t i ng Number of 

b ranche s b ranche s 

Total ~ a l l "banks 777 2,902 

Nat iona l t a n k s 144 389 
S t a t e "bank members 189 1,562 
S t a t e "bank nonmembers 385 863 
Mutual savings banlcs 50 76 
P r i v a t e "banks 9 12 

"On June 30, 1927, the l a t e s t da te f o r which com-
p l a t e f i g u r e s f o r "both member and nonmember "banks a r e 
a v a i l a b l e , the number of banks opera t ing branches was 
788, or about 3 p e r cent of the t # t a l number of banks 
(about 26,800) in the Uni ted S t a t e s , whi le the number 
of branches on the same date was 2,989, about one- ten th 
the number of banking o f f i c e s (pa ren t banks p l u s branches) 
i n the coun t ry . Although the m a j o r i t y of the banks — 
481 cut of 788 — had branches only i n the h e a d - o f f i c e 
c i t y , t he r e were 978 branches , or one t h i r d of the t o t a l 
number, t ha t were- l o c a t e d ou t s ide %he h e a d - o f f i c e c i t y . 

" In most cases the s ize of the i n d i v i d u a l branch 
system was smal l , 442 of the 788 banks having only 1 
branch and 136 but 2 b ranches . Of the 210 banks t h a t 
had more than 2 branches , 58 were l o c a t e d i n c i t i e s of 
l e s s than 100,000 popu la t i on (where n a t i o n a l banks may 
not h e r e a f t e r e s t a b l i s h more than 2 b ranches ) , i nc lud ing 
3 n a t i o n a l banlcs, 13 S t a t e bank members, and 42 nonmembers. 
There were 51 banks t h a t had more than 10 branches on 
June 30, 1927, inc lud ing the f o l l o w i n g which had 30 or 
more b ranches . " 

A copy of t h i s r epo r t ( S t . 5656)is a t t a c h e d he re to as Exh ib i t K« 

5, June, 1928. - The next t a b l u l a t i o n of s t a t i s t i c s on branch banking 

gives the s i t u a t i o n a t the end of June, 1928, and i s covered by Mr, Smead* s 

memorandum to t h e Board #f December 1, 1928. The f i r s t paragraph of t h a t 

memorandum con ta in s a condensed s tatement of the s t a t u s of branch banking 

and i s quoted below; 

"Branch banking s ince passage of McFadden Ac t . In 
the 16-month p e r i o d between February 25, 1927, the da te on 
which the McFadden Act became e f f e c t i v e , and June 30 of 
the p r e s e n t yea r , the number of branches of member and 
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-> no member "banks i n ope ra t ion i n the United. S t a t e s 
i n c r e a s e d from 2,900 to 3,230, or by 330, and the 
number of banks o p e r a t i n g branches i n c r e a s e d from 

» 779 to 835, or by 56. while the ne t i nc rease i n 
the number of barks ope ra t ing branches was 55, t h e r e 
were r e a l l y 109 banks ope ra t ing branches on June 30, 

^ 1528, t h a t had no branches whatever "'hen the McFad-
den b i l l became a law. The d i f f e r e n c e between t h i s 
f i g u r e and the ne t i nc r ea se of 56 in the number of 

> banks o p e r a t i n g branches i s accounted f o r by the f a c t 
t h a t 39 banks which on February 25, 1927, were o p e r a t i n g 
branches went out of ex i s t ence through merger wi th o ther 

•> banks, 10 banks a b o l i s h e d t h e i r branches , and 4 banks 
suspended ope ra t ions on account of f i n a n c i a l d i f f i c u l t i e s . 
Of the 2 ,900 branches t h a t were in o p e r a t i o n on February 25, 

•- 1937, 72 were no longer i n ope ra t i on on June 30, 1928, 64 
' having been a b o l i s h e d or merged wi th o the r branches or 

wi th the head o f f i c e , and 8 going out of e x i s t e n c e as a 
> r e s u l t of the suspension of the p a r e n t bank. There were 

402 branches i n o p e r a t i o n on June 30, 1928, t h a t were 
not in e x i s t e n c e when the McFadden Act became e f f e c t i v e , 
i n c l u d i n g 258 e s t a b l i s h e d de novo and 144 t h a t succeeded 
independent banks.11 

A copy of t h i s r e p o r t ( S t . 5937) i s a t t a c h e d h e r e t o a s Exhib i t L. 

6. June, 1929. - Under da te of October 1, 1929, Mr. Sniead submit ted 

a memorandum to the Board g i v i n g s t a t u s of member and norurember banks as of the 

end of June, 1929, The changes t h a t took p l a c e dur ing t h a t year a r e sum-

m a r l z e d i n t h e f o l l o w i n g p a r a g r a p h q u o t e d f r o m t h a t m e m o r a n d u m ; 

> " B r a n c h B a n k i n g S i n c e J u n e 5 0 , 19ZG. D u r i n g t h e 1 2 -
m o n t h p e r i o d "be tween J u n e SO, 1 9 2 8 , w h e n t h e l a s t r e p o r t 
o n b r a n c h e s o f member a n d noni_:ember "banks was s u b m i t t e d 

^ t o t h e B o a r d , a n d J u n e 3 0 o f t h e p r e s e n t y e a r t h e n u m b e r 
o f b a n k s o p e r a t i n g " b r a n c h e s d e c l i n e d f r o m 8 3 5 t o 8 1 8 o r 

'.*• . "by 1 7 , w h i l e t h e n u m b e r o f b r a n c h e s i n o p e r a t i o n i n c r e a s e d 
f r o m 3 , 2 3 0 t o 3 , 4 4 0 o r b y 2 1 0 , A l t h o u g h a s j u s t s t a t e d 
t h e r e w a s a d e c r e a s e d u r i n g t h e y e a r o f 1 7 i n t h e n u m b e r 
o f "banks o p e r a t i n g " b r a n c h e s , t h e r e w e r e 56 "banks o p e r a t i n g 

, " b r a n c h e s o n J u n e 3 0 , 1 9 2 8 , w h i c h h a d no b r a n c h e s i n o p e r a -
t i o n a y e a r e a r l i e r . T h i s i s a c c o u n t e d f o r "by t h e f a c t 
t h a t 5 1 b a n k s w h i c h w e r e o p e r a t i n g b r a n c h e s i n J u n e 1 9 2 8 

y w e n t o u t o f e x i s t e n c e d u r i n g t h e y e a r t h r o u g h m e r g e r w i t h 
o t h e r "banks , 5 b a n k s s u s p e n d e d cp 3 r a t i o n o n a c c o u n t o f 
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f i n a n c i a l d i i i i c u l t i e s , and 17 abolished, t h e i r 
"branches* Of the 3,230 "branches t ha t were in op-
e r a t i o n on June 30, 1928, 95 were d i scon t inued 
dur ing the yea r , 81 were abo l i shed or merged with 
o the r branches , and 15 went out of ex i s t ence as a 
r e s u l t of suspension of the pa ren t bank. There were 
305 branches i n opera t ion on June 30, 1929, t h a t were 
not i n e x i s t e n c e on June 30, 1928, inc lud ing 171 
e s t a b l i s h e d de novo, and 135 t h a t succeeded independent 
banks •11 

A copy of t h i s r e p o r t ( S t . 6335) i s a t t a c h e d h e r e t o as E x h i b i t M. 

Che same s t a t i s t i c s , i , e . , f o r June 1929, were p u b l i s h e d in somewhat di 

f e r e n t form i n the December 1929 Federal Reserve B u l l e t i n , pages 762-770 

a copy of vh ich i s a t t a c h e d a s Exh ib i t G. 

7# December, 1929, - These a re the l a t e s t s t a t i s t i c s t h a t we have 

a v a i l a b l e on branch banking, but the Board1 s Div i s ion of Bank Operat ions 

now f i n i s h i n g the p r e p a r a t i o n of a complete s ta tement showing the branch 

banking s i t u a t i o n a t the end of the year 1929. A copy of t h i s s ta tement 

w i l l be f u r n i s h e d to the Committee as soon as i t i s a v a i l a b l e ; and, f o r 

venience, i t w i l l he r e be des igna ted as Exh ib i t I T . 
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I I I . STATISTICAL RESEARCH OH CEAIH BAMIHC-

1. December, 1922. - The Federa l r e se rve agents were r e q u e s t e d 

(by the D i v i s i o n of Research and S t a t i s t i c s ) to ga ther toge the r what 

m a t e r i a l was a v a i l a b l e on the s u b j e c t of chain banking, i nc lud ing a l i s t 

of the cha ins and the c o n s t i t u e n t banks, and to send i t to the Board. 

This m a t e r i a l was reviewed i n the Div is ion of Research and S t a t i s t i c s , 

but appa ren t l y no memorandum on the s u b j e c t was p repa red f o r the Board. 

A copy of t h i s m a t e r i a l i s a t t a c h e d as Exh ib i t 0; bu t appa ren t l y 

i t i s COIIFIDiEHTIAL and should not be r e l e a s e d . 

2 . June, 1926. - At the Board ' s r e q u e s t , the Federa l r e s e r v e agents 

made ano ther survey of chain banking as of June 1926, and a memorandum 

summarizing the r e s u l t s of t h i s survey was p r e s e n t e d to the Sec re t a ry 

of the Board by Mr. Smead under date of J,lay 7, 1927. This memorandum 

summarized the s i t u a t i o n b r i e f l y as f o l l o w s : 

"A review of the da ta submit ted i n d i c a t e s t h a t on : 
the whole t h e r e i s r e l a t i v e l y l i t t l e cha in "banking i n 
the e a s t e r n s e c t i o n of the country , though q u i t e a 
number of small chains or a f f i l i a t i o n s a r e r e p o r t e d 
i n New York and Hew J e r s e y . In the c e n t r a l and wes te rn 
S t a t e s , however, i n most of which t h e r e i s l i t t l e or no 
branch banking, cha in banking appears to be conducted on 
a cons ide rab le s c a l e . The banks i n the cha ins a r e i n 
most cases c o n t r o l l e d by a m a j o r i t y ownership of s tock -
sometimes through a ho ld ing company, but q u i t e o f t e n the 
banks ' p o l i c i e s a r e dominated by i n t e r e s t s owning a sub-
s t a n t i a l p a r t but not a m a j o r i t y of the s t ock . Quite a 
number of the c o n s t i t u e n t banks, i t w i l l be noted from 
the s ta tement a t t a c h e d , a re n a t i o n a l banks, p a r t i c u l a r l y 
i n Hew York, Hew J e r s e y , Minnesota, Kansas, and Oklahoma." 

A copy of t h i s r e p o r t i s a t t a c h e d as Exh ib i t P« Apparent ly 

the p a r t typed on whi te paper (which con ta ins the names of the banks) 

i s C0HFID3ITTIAL and should not be r e l e a s e d . 

3 . June, 1928. - Another survey was made by the Federa l r e s e r v e 
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• agen t s as of the end of June, 1938, and a memorandum summarizing the 

a g e n t s ' r e p o r t s on t h i s s u b j e c t was p r e s e n t e d to the Federa l Reserve 

Board "by Mr. Van Fossen of the Div i s ion of Bank Operat ions under date 

of January 17, 1923. The s i t u a t i o n p r e v a i l i n g a t t h a t time was summarized 

i n the memorandum as f o l l o w s : 

"At tached h e r e t o i s a summary showing the e x t e n t 
of cha in "banking i n the va r ious S t a t e s , grouped i n 
accordance wi th the p r o v i s i o n s of S t a t e laws as r e -
gards branch "banking. I t w i l l "be noted, as might be 
r easonab ly expected , t h a t chain banking has had ve ry l i t -
t l e development i n those S t a t e s in which S ta te -wide 
branch banking i s p e r m i t t e d by S t a t e law. Genera l ly 
speaking, a l s o , chain banking has not developed e x t e n s i v e l y 
i n those S t a t e s i n which branch banking r e s t r i c t e d as to 
l o c a t i o n i s p e r m i t t e d . The g r e a t e s t development of cha in 
banking e x i s t s i n those S t a t e s which e i t h e r p r o h i b i t branch 
banking or i n which, whi le t h e r e i s no p r o h i b i t o r y l e g i s -
l a t i o n , branch banking i s not p r a c t i c e d . 

" I n S t a t e s which permi t e i t h e r S ta t e -wide o r l o c a l 
branch banking the re i s , of course , l i t t l e occas ion f o r 
the o p e r a t i o n of a number of l o c a l banks in a cha in , 
and a s a ma t t e r of f a c t except , i n the case of Chicago 
and P i t t s b u r g h , where branch banking i s p r o h i b i t e d , t h e r e 
a r e no known i n s t a n c e s of a banking cha in l o c a t e d e i t h e r 
e n t i r e l y or c h i e f l y w i t h i n a l a r g e c i t y . The Old Colony 
Trust Company of Boston and the Marine Trus t Company of 
B u f f a l o each have banking chains conf ined to banks l o c a t e d 
w i t h i n a comparat ive ly sho r t d i s t ance of Boston and B u f f a l o , 
r e s p e c t i v e l y , and c o n s t i t u t i n g in e f f e c t ex tens ions of 
t h e i r branch systems r e s t r i c t e d by law to w i t h i n the head 
o f f i c e c i t y . The only o the r notab le i n s t a n c e s of l a r g e 
c i t y banks c o n t r o l l i n g a chain of banks c o n s i s t i n g of or 
i n c l u d i n g banks l o c a t e d ou t s ide of the head o f f i c e c i t y 
a re encountered i n C a l i f o r n i a and may be due in p a r t t o 
the r e s t r i c t i o n s of the McFadden Act a g a i n s t S t a t e -wide 
branch banking by member banks. The t y p i c a l cha in banking 
system i s , i n f a c t , appa ren t ly a group of country banks, 
u s u a l l y i n c l u d i n g one or more members of the Fede ra l Re-
serve System, u n i t e d by common s tock ownership, i n most 
i n s t a n c e s by an i n d i v i d u a l or group of i n d i v i d u a l s , i n t o 
a banking combination tha t under S t a t e law could not e x i s t 
i n t h e more obvious form of a branch-banking system." 

A copy of t h i s r e p o r t i s a t t a c h e d as Exh ib i t Q. The e n t i r e 

r e p o r t i s marked COUFISEITTIAL, though the summary on the f i r s t few pages 
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p r o b a b l y c o u l d "be r e l e a s e d i f names of banks a r e d e l e t e d . 

4 . June , 1929. - A f o u r t h survey was made by the Fede ra l r e s e r v e 

agen t s a s of June , 1929: and, i n o rde r to i n s u r e u n i f o r m i t y i n the r e p o r t s 

on the s u b j e c t , i n so f a r a s p r a c t i c a b l e , each F e d e r a l r e s e r v e agen t 

was s u p p l i e d w i t h a copy of the r e p o r t s r e n d e r e d the year b e f o r e 

cove r ing the e n t i r e c o u n t r y . The survey f o r June , 1929, was f e l t , t h e r e -

f o r e , t o be much more comprehensive and r e l i a b l e than any t h a t had been 

„ p r e v i o u s l y made. 

A memorandum summarizing the cha in banking s i t u a t i o n i n June , 1929, 

was p r e s e n t e d to the Board by Mr. Smead on September 20, 1929. Fol lowing 

i s an e x t r a c t from t h i s memorandum. 

" . . . R e p o r t s of the a g e n t s i n d i c a t e t h a t on June 30, 
1929, t h e r e were 231 cha ins compris ing 1 ,563 banks of 
which 597 were Na t iona l banks and 966 S t a t e banks . I t 
i s no tewor thy t h a t a s of the same da te , June 30, 1929, 
t h e r e were 818 banks o p e r a t i n g 3 ,440 branches which 
t aken t o g e t h e r w i th the cha in banks makes* a t o t a l of 
over 5 ,800 banking o f f i c e s be long ing to branch or cha in 
banking g r o u p s . As t h e r e were about 28,550 banking 
o f f i c e s i n the U n i t e d S t a t e s on June 30, the number con-
n e c t e d w i t h branch and cha in banking groups c o n s t i t u t e 
over 20 p e r c e n t of t h e t o t a l . 

"The S t a t e s i n which cha in or group banking has had 
i t s p r i n c i p a l growth a r e Minnesota, Hew York, Iowa, 
I l l i n o i s , M i c h i g a n , Arkansas , Nebraska, North Dakota, 
Washington, Oklahoma, Kansas, Utah ,and New J e r s e y . Branch 
banking i s p r o h i b i t e d by law i n seven of t he se S t a t e s , i n 
t h r e e o t h e r s i t i s l i m i t e d t o the c i t y i n which t h e head 
o f f i c e i s l o c a t e d , and i n the o t h e r t h r e e t h e r e i s no 
p r o v i s i o n in the S t a t e law r e g a r d i n g branch banking and 
t h e r e a r e no b ranches i n o p e r a t i o n . " 

There i s a v a i l a b l e a t t h i s t ime only one carbon copy of the r e c o r d 

f o r June , 1929, bu t the memorandum p r e p a r e d f o r the Board and the accom-

panying l i s t of banking c h a i n s o r groups i s a t t a c h e d a s E x h i b i t R. 
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A f t e r the da ta on chain "banking as well as "branch "banking as of 

June, 1929, had "been p r e s e n t e d to the Board, the m a t e r i a l was w r i t t e n up 

and p u b l i s h e d i n somewhat d i f f e r e n t form in the December, 1929, Federa l 

Reserve B u l l e t i n . That p a r t of the a r t i c l e p e r t a i n i n g p a r t i c u l a r l y to 

chain "banking appears on pages 765 and 771, a copy of which i s a t t a c h e d 

as Exh ib i t G. 

5. December, 1929. - There a r e s t i l l some r e p o r t s ou t s t and ing on 

the sub j ec t of cha in banking a s of December, 1929, but they probably w i l l 

not a f f e c t m a t e r i a l l y the p re l imina ry summary of the s i t u a t i o n as g iven 

i n a memorandum of February 15, 1930. The s i t u a t i o n i s p r e t t y wel l sum-

marized on the f i r s t page of the memorandum, the f i r s t two paragraphs of 

which read as f o l l ows ; 

"We have j u s t completed a p r e l i m i n a r y compi la t ion on 
cha in banking a s of the end of 1929, s u b j e c t to some 
r e v i s i o n upon r e c e i p t of a d d i t i o n a l da ta i n a few i n -
s t a n c e s . On the b a s i s of the da ta now a v a i l a b l e i t 
appears t h a t t he re were 287 banking cha ins or groups i n 
the Uni ted S t a t e s a t the end of December embracing 2,069 
banks, as compared wi th 274 groups embracing 1,306 banks 
a t the end of June . Sfno 2,069 banks r e p o r t e d as be long-
ing to banking groups or cha ins a t the end of the year 
c o n s t i t u t e d about o n e - t w e l f t h of the 25,000 banks i n the 
count ry , while the l oans and investments of the cha in 
banks were about $10,500,000,000 or nea r ly o n e - s i x t h of 
the aggrega te loans and inves tments of a l l banks i n the 
Uni ted S t a t e s . 

"Hat iona l banks r e p o r t e d as members of banking cha ins 
or groups numbered 791 a t the end of December as compared 
wi th 546 i n June, s t a t e bank members 134 compared wi th 111 
in June, and nonmep.ber banks, 1,144 compared Tilth 1,049 
in June . Loans and inves tments of the n a t i o n a l banks 
be longing to the banking groups were approximate ly $ 5 , 6 0 0 , -
000,000 or about o n e - f o u r t h of the t o t a l f o r a l l n a t i o n a l 
banks, whi le loans and investments of S t a t e bank members 
be longing to the groups aggrega ted $3,000,000,000, and of 
nonmember banks $1 ,800,000,000." 
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A copy of t h i s p r e l i m i n a r y r e p o r t i s a t t a c h e d as Exh ib i t S. 

I t i s parked. CONFIDBM1 IAL; "but p a r t of i t could "be r e l e a s e d if names a r e 

d e l e t e d . 

6. 1927 Annual Repor t . - The s u b j e c t of cha in "banking was d i scussed 

i n the Boa rd ' s Annual Report f o r the year 1927 (page 31) , a s f o l l o w s : 

"During the p a s t few yea r s the expanding o p e r a t i o n s 
of f i n a n c i a l companies s p e c i a l i z i n g i n the purchase of 
"bank s tock have p r e s e n t e d s p e c i a l problems to Federa l and 
S t a t e o f f i c i a l s charged wi th the r e s p o n s i b i l i t i e s of "bank 
s u p e r v i s i o n . Such companies have "been o rgan ized i n i n -
c r e a s i n g numbers to opera te e x t e n s i v e l y i n the f i e l d of 
"backing, not simply as investment agenc ies "but s p e c i f i c a l l y 
i n i n d i v i d u a l i n s t a n c e s to acqu i re con t ro l of c o r p o r a t e l y 
independent "banking i n s t i t u t i o n s , through s tock ownership, 
and to e x e r c i s e t h i s c e n t r a l i z e d con t ro l i n e f f e c t i n g "bank 
mergers ; i n ex tending i d e n t i c a l or v i r t u a l l y s i n g l e c o r -
p o r a t e c o n t r o l over companies ope ra t ed as s u b s i d i a r i e s i n 
s p e c i a l f i e l d s of banking; in b u i l d i n g up branch systems 
i n S t a t u s which permi t branch banking; and i n b u i l d i n g up 
in those and i n o the r S t a t e s - but p a r t i c u l a r l y i n S t a t e s 
vihich do not pe rmi t branch banking - chain systems, embracing 
i n i n d i v i d u a l i n s t a n c e s banking i n s t i t u t i o n s ope ra t i ng under 
n a t i o n a l and S t a t e c h a r t e r s i n severa l S t a t e s . Since such 
companies a r e not d i r e c t l y engaged i n the b u s i n e s s of banking 
as de f i ned i n Federal or S t a t e s t a t u t e s , they have not been 
s u b j e c t to s u p e r v i s i o n or r e g u l a r examinat ion by banking 
a u t h o r i t i e s . In some r e spec t s the c o n t r o l e x e r c i s e d through 
s tock ownership over a group of banks opera ted as a system 
i s s i m i l a r to t h a t e x e r c i s e d by a p a r e n t bank ever i t s 
branch o f f i c e s . This cha rac t e r of the f i n a n c i a l company 
b r i n g s i t c l e a r l y w i t h i n the f i e l d of banking a c t i v i t i e s , 
and banking o f f i c i a l s have been urged to s u b j e c t developments 
of t h i s c h a r a c t e r to c a r e f u l s c r u t i n y . " 

A copy of t h i s Report i s a t t a c h e d as E x h i b i t I . 

7 . 1928 Annual Renor t . - In t h i s r e p o r t the s u b j e c t i s d i scussed i n 

somewhat g r e a t e r l e n g t h on pages 30-31 and the r e p o r t shows the number of 

chains in o p e r a t i o n i n each S t a t e i n June, 1928. A copy of the Report i s 

a t t a c h e d as E x h i b i t U. 
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IV. BRANCH BAMINS AND ITS EFFECT IIT FOREIGN COUNTRIES 

In order to a s c e r t a i n the p o s s i b l e e f f e c t of u n r e s t r i c t e d "branch 

banking i n t h i s country , the Board has caused i n v e s t i g a t i o n s to "be made 

of the h i s t o r y of "branch "banking i n f o r e i g n c o u n t r i e s wi th s p e c i a l r e f -

erence t o i t s e f f e c t on u n i t or s i ng l e o f f i c e "banks i n those c o u n t r i e s . 

The i n fo rma t ion o b t a i n e d i s very e n l i g h t e n i n g and w i l l be summarized belowj 

1 . Canada. - Among banks doing a genera l banking bus ines s , the u n i t 

bank has d i s appea red . As of December 31, 1928 t en c h a r t e r e d banks c o n t r o l l e d 

genera l banking i n t h e Dominion. Each of these i s a branch banking system 

wi th none hav ing l e s s than 30 branches . The t h r e e l a r g e s t banks, the 

Royal Bank of Canada, the Bank of Montreal , and the Canadian Bank of Com-

merce, have $2 .5 b i l l i o n i n a s s e t s out of $3 .5 b i l l i o n , the aggregate of 

a l l t e n . Of the 3 ,966 domestic branches and agencies of the c h a r t e r e d 

banks, these t h r e e l a r g e s t banks have 2 ,219 . 

The p r o g r e s s of c o n c e n t r a t i o n from 1868 to 1928, which r e s u l t e d i n the 

decrease of the t o t a l number bf banks from 21 to 10, i s shown by a t a b l e 

con ta ined i n a r e p o r t a t t a c h e d h e r e t o a s Exh ib i t V. 

2 . B r i t i s h I s l e s . - Among banks doing & genera l depos i t bus ine s s , the 

u n i t bank has p r a c t i c a l l y d i sappeared i n the B r i t i s h I s l e s . Only seven 

small i n s t i t u t i o n s doing a l l t h e i r bus ine s s a t one o f f i c e e x i s t . Indeed, 

most of these a r e d o u b t f u l l y c l a s s i f i e d as depos i t banks, some c l a s s i f i c a -

t i o n s p l a c i n g them among acceptance or d iscount houses . For ty- two concerns 

a re i n the gene ra l depos i t banking bus ines s i n t h e B r i t i s h I s l e s , wi th 12,837 

o f f i c e s i n a l l . The f i v e b i g banks have 8,050 of these o f f i c e s and have 67 

p e r cent of the banking a s s e t s . Twenty-six concerns, i n c l u d i n g the b i g 

f i v e , each wi th more than 100 o f f i c e s , have 93 pe r cent of the a s s e t s . 

A cen tu ry ago banking i n the B r i t i s h I s l e s was done by p r i v a t e banking 

By 1862 j o i n t s tock banks were not uncommon but r e a l impetus to Digitized for FRASER 
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t h e i r o r g a n i z a t i o n was given i n t ha t year "by an a c t which p e r m i t t e d 

the r e g i s t r a t i o n of such 'banks wi th l imi ted, shareholder l i a b i l i t y . Before 

1880 Lloyds Banking Company had p a r t i c i p a t e d i n a number of amalgamations, 

and c o n c e n t r a t i o n moved r a p i d l y a f t e r t h a t d a t e . However, i t was not u n t i l 

1896, t h a t 20 p r i v a t e "banking concerns u n i t e d i n Barclays Banking Company, 

and the f i f t h of the p r e s e n t "big f i v e "began i t s c a r e e r . 

During the p e r i o d "between 1895 and 1928, the t o t a l number of "banks 

i n the B r i t i s h I s l e s was decreased from 154 to 42. 

More d e t a i l e d in fo rma t ion on t h i s sub jec t i s con ta ined i n a r e p o r t 

a t t a c h e d h e r e t o a s E x h i b i t W. 

3 . Germany. - In Germany, tue movement from the u n i t bank to a branch 

banking system among banks doing a genera l banking bus ine s s advanced con-

s ide r ab ly i n the twenty y e a r s from 1888 through 1907. 

In 1888, 164 c r e d i t or j o i n t s tock banks wi th 173 branches were i n 

e x i s t e n c e . By 1907, t h e r e were 421 such banks wi th 1 ,064 b ranches . Of 

the t o t a l number e x i s t e n t i n t h a t year a lmost 200 were small u n i t banks 

wi th p a i d - i n c a p i t a l of l e s s than 1 ,000,000 marks. These small banks con-

t r o l l e d l e s s than 2 p e r cen t of the aggregate p a i d - i n c a p i t a l of the 481 

c r e d i t banks . By the end of 1926, mut of a t o t a l of 488 c r e d i t banks, a s 

many as 354 were c l a s s i f i e d a s having l e s s than 1 ,000 ,000 marks c a p i t a l . 

Unfo r tuna te ly no f i g u r e s f o r a l l c r e d i t banks a re a v a i l a b l e t o us s ince 

t h a t d a t e . However, the a b s o r p t i o n of the smal le r banks by the l a r g e r ones 

ba.8 p rog re s sed r a p i d l y s i n c e t h a t t ime, i t i s s a i d . 

Tor a Imng p e r i o d of y e a r s , f o u r g r e a t B e r l i n banks have been i n the 

f o r e f r o n t of German banking — Deutsche, Disconto—Gesel lschaf t , Bresdner , 

a n d D o X r a s t a a t e r . The f i r s t two h a v e r e c e n t l y m e r g e d . Among t h e 1 0 0 l a r g e s t 

c r e d i t b a n k s i n G e r m a n y i n 1 9 0 7 , t h e s e f o u r b a n k s c o n t r o l l e d 2 7 p e r c e n t 
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of the 'aggregato c a p i t a l and i n Sept ember IS29, 42 p e r c e n t . 

More d e t a i l e d in fo rma t ion i s conta ined in a r e p o r t a t t a c h e d he re to 

a s Exh ib i t X. 

4 . F rance . - The u n i t bank in France has s u f f e r e d s e v e r e l y from 

the compet i t ion of ex tens ive branch banking systems and has been l o s i n g 

ground i n r e c e n t y e a r s . Four g r e a t French banks, doing a genera l 'business, 

con t ro l approximate ly one-ha l f the commercial banking bus ines s i n France, 

i t has been e s t i m a t e d . Three of these have a l a r g e net-work of branches 

throughout the coun t ry : Cred i t Lyonnais, 1014 branches; S o c i e t e Generale, 

1350 branches; Comptoir d'Escompte, over 250 b ranches . The f o u r t h , the 

Cred i t I n d u s t r i e l e t Commercial, has many branches i n P a r i s but none ou t s ide 

the c i t y . 

In a d d i t i o n to these l a r g e banks the re a r e s eve ra l s i z e a b l e banks 

which have many branches i n p a r t i c u l a r r eg ions of the coun t ry . For example, 

t h e r e a re the Cred i t du Mori (branches i n 75 p l a c e s ) , S o c i e t e Nanceienne 

(105 branches and a g e n c i e s ) , Banque P r ivee (more than 200 branches and 

agenc ies ) and S o c i e t e M a r s e i l l a i s e (107 branches and a g e n c i e s ) . F igures 

f o r branches a r e as of 1922. Mo s a t i s f a c t o r y f i g u r e s e x i s t a s to hew many 

banks of a p u r e l y l o c a l importance survive* I t was e s t ima ted f o r the 

Mational Monetary Commission (1S11) t h a t t h e r e were 2700-2800 banks (probably 

a loose c l a s s i f i c a t i o n ) i n France . The growth of the fou r b i g banks and 

the r e g i o n a l banks has been a t the expense of the l o c a l bank, which i s s a i d 

to p l ay a s.nall r o l e i n French banking today. 

More d e t a i l e d i n fo rma t ion i s con ta ined i n a r e p o r t a t t a c h e d h e r e t o as 

Exh ib i t Y. 

5 . J apan . - The u n i t bank i n Japan i s l o s i n g ground r a p i d l y i n the 
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f a c e a f a p r o g r e s s i v e "b ranch "bank ing m o v e m e n t . I n t h e p a s t f e w y e a r s 

t h e t e n d e n c y h a s b e e n d e l i b e r a t e l y f o s t e r e d b y t h e g o v e r n m e n t b a s e d o n 

t h e b e l i e f t h a t l a r g e r o r g a n i z a t i o n s w o u l d c o n t r i b u t e t o s t a b i l i t y . B e -

t w e e n 1 9 1 3 a n d 1 9 2 8 t h e t o t a l n u m b e r o f b a n k s w a s r e d u c e d f r o m 2 1 5 6 t o 1 1 6 3 . 

Of t h e 1 1 6 3 b a n k s i n e x i s t e n c e i n 1 9 2 8 , 1 0 0 w e r e s a v i n g s b a n k s , 3 2 

s p e c i a l b a n k s , a n d t h e r e m a i n d e r o r d i n a r y b a n k s w h i c h do a g e n e r a l b a n k i n g 

" b u s i n e s s . The s p e c i a l b a n k s w e r e i n d i v i d u a l l y c h a r t e r e d to f u r t h e r some 

p a r t i c u l a r e n d o f t e n a s p u b l i c o r s e m i - p u b l i c i n s t i t u t i o n s . I n t h i s g r o u p 

ar.3 t h e B a n k o f J a p a n , B a n k o f C h o s e n , B a n k o f T a i w a n , Yokehorna S p e c i e B a n k , 

a n d t h e a g r i c u l t u r a l a n d i n d u s t r i a l b a n k s . M o r e o v e r , t h e s e f i g u r e s do n o t 

i n c l u d e J a p a n e s e t r u s t c o m p a n i e s a n d c o o p e r a t i v e b a n k s . 

F o u r t e e n i m p o r t a n t o r d i n a r y b a n k s a t t h e » n d o f 1 9 2 8 h a d d e p o s i t s 

e q u a l t o 5 5 p e r c e n t o f a l l t n e d e p o s i t s o f t h e o r d i n a r y b a n k s . The B i g 

F i v e a l o n e h a d 3 4 p e r c e n t o f t h e a g g r e g a t e o f s u c h d e p o s i t s . 

More d e t a i l e d i n f : ) raation i - ; c o n t a i n e d i n a r e p o r t a t t a c h e d h e r e t o a s 

E x h i b i t AA. 

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



X-6523 

- 2 1 - • 

V. HISTORY OF BRANCH BANKING- III THE UNITED STATES. 

The e a r l y h i s t o r y of "branch banking w i t h i n the United. S t a t e s has 

"been the s u b j e c t of r e s e a r c h work done by Honorable Edmund. P i a t t , Vice 

Governor of t h e Federa l Reserve Board, in connect ion wi th c e r t a i n speeches 

d e l i v e r e d "by him. The more r ecen t h i s t o r y of branch banking i n the Uni ted 

S t a t e s . i s very we l l covered by a s e r i e s of a r t i c l e s p u b l i s h e d in the Fed-

e r a l Reserve B u l l e t i n , commencing wi th the number f o r December, 1924. 

This m a t e r i a l w i l l be d i scussed b r i e f l y and copies w i l l be a t t a c h e d as 

e x h i b i t s . 

1 . "Branch Banking Before the C iv i l War." In an address on t h i s 

s u b j e c t d e l i v e r e d b e f o r e the Nat ional Bank Sec t ion of the 17ew York S ta t e 

Bankers ' A s s o c i a t i o n a t I t h a c a , New York, on June 22, 1925, Mr. P i a t t 

p o i n t s out t h a t branch banking was very much in evidence in t h i s country 

b e f o r e the C i v i l War, e s p e c i a l l y in the T'ast and i n t h e South . 

In 1848, out of 48 banks i n Ohio; 29 were branched of the Ohio 

S t a t e Bank'; Ind iana had 17 branches of one S t a t e bank and no independent 

banks; Missour i had 1 bank and 5 b r anc -e s ; Kentucky 3 banks and 13 bran-

ches; Tennessee 3 banks and 17 branches; V i r g i n i a 6 banks and 30 branches; 

North Caro l ina 4 banks and 14 branches; South Carol ina 12 banks and 2 

branches; Georgia 13 banks and 7 branches; Delaware 5 banks and 3 branches 

and Alabama 2 banks and 4 b ranches . At the sare time no branches were l i s t e d 

i n the E a s t e r n S t a t e s except two each in the S t a t e s of Hew York, Maryland 

and New J e r s e y . 

In 1860 the s i t u a t i o n was s i m i l a r , though I l l i n o i s appeared 

wi th 75 banks, Ind iana wi th 13, a l l of which were branches of the S t a t e 

Bank of Iowa, and Missour i had 42 banks of which 33 were c l a s s e d a s b ranches . 
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The two branches e x i s t i n g i n Hew York i n 1848 had d i sappeared i n 1860, 

and appa ren t l y "branch banking was fo rb idden i n Hew York, Pennsylvania , 

Massachuset ts and Connec t icu t . 

l i t . P i a t t ' s address con ta ins an i n t e r e s t i n g d i s c u s s i o n of the 

motive f o r the e s t ab l i shmen t of such branches (which appeared to be 

the f a c i l i t a t i o n of the i s s u e of bank no tes which would be d i f f i c u l t to 

redeem) and a l s o the reasons f o r the o p p o s i t i o n to the e s t ab l i shmen t of 

branches i n E a s t e r n S t a t e s . 

A copy of Mr. P i a t t ' s address i s a t t a c h e d &s E x h i b i t B B 

2 . "Branch Banking f o r Country Banks." On May 20, 1927, Mr. P i a t t made 

an address a t Birmingham, Alabama, b e f o r e a meet ing of the American Bank-

e r s ' Assoc ia t ion , a t which he d i scussed the above s u b j e c t . In t h i s ad-

dress he p o i n t e d out t h a t , i n the e a r l y days of banking i n the Uni ted 

S t a t e s , the r i g h t of any bank to e s t a b l i s h branches was r a r e l y ques t ioned; 

both the F i r s t and Second Banks of the Uni ted S t a t e s had "branches; many 

of the e a r l y S t a t e banks e s t a b l i s h e d branches; and branches were looked 

upon as the n a t u r a l means of p rov id ing banking f a c i l i t i e s and convenience 

to the smal le r communities. 

He d i scussed the development of banking i n the Uni ted S t a t e s , 

commencing wi th the f i r s t i nco rpo ra t ed bank i n P h i l a d e l p h i a i n 1781 and 

p o i n t e d out t h a t the P h i l a d e l p h i a Bank, c h a r t e r e d i n 1804, e s t a b l i s h e d 

branches i n many of the i n t e r i o r towns of Pennsylvania , pu r suan t to an 

a c t of the l e g i s l a t u r e pa s sed i n March 1809. I t a l s o appears t h a t the 

Bank of Manhattan Company had a t l e a s t 3 branches o u t s i d e of Hew York 

i n 1811. I t appears t h a t most of these branches i n the E a s t e r n S t a t e s 

were r e p l a c e d by smal ler independent banks dur ing the e a r l y p a r t of 
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t h e N i n e t e e n t h C e n t u r y . 

T h i s s p e e c h a l s o r e v i e w s a g a i n t h e c a u s e l e a d i n g u p t o l e g i s -

l a t i o n i n t h e E a s t e r n S t a t e s r e s t r i c t i n g t h e e s t a b l i s h m e n t o f b r a n c h e s , 

w h i c h a p p a r e n t l y w a s due t o t h e f a c t t h a t "banks w e r e f r e q u e n t l y l o c a t e d 

i n r e m o t e p l a c e s w i t h b r a n c h e s i n t h e f i n a n c i a l c e n t e r s a t w h i c h t h e i r 

c i r c u l a t i n g n o t e s w e r e r e d e e m e d a t a d i s c o u n t . F r o m t h i s , M r . P i a t t 

r e a c h e d t h e c o n c l u s i o n t h a t t h e e a r l y l e g i s l a t i o n r e s t r i c t i n g b r a n c h 

b a n k i n g w a s n o t r e a l l y a i m e d a t b r a n c h b a n k i n g i t s e l f b u t a t ' t h e 

i s s u a n c e o f " w i l d - c a t c u r r e n c y . " 

I n t h e S o u t h a n d t h e W e s t , h o w e v e r , b r a n c h b a n k i n g w a s t h e 

g e n e r a l r u l e . I n t h i s c o n n e c t i o n m u c h o f t h e s t a t i s t i c a l d a t a i n c o r -

p o r a t e d i n l.Ir. P i a t t ' s e a r l i e r s p e e c h w i t h r e f e r e n c e t o b r a n c h e s i n 

t h e S o u t h e r n a n d W e s t e r n S t a t e s i n 1 8 4 8 a n d 1 8 6 0 i s c o v e r e d a g a i n . 

Mr* P i a t t s t a t e s t h a t t h e - b r a n c h b a n k i n g s y s t e m s i n t h e S o u t h 

a n d W e s t s u c c e s s f u l l y w e a t h e r e d t h e p a n i c o f 1 8 5 7 ; a n d i t s e e m s t o 

h a v e b e e n e x p e c t e d i n 1 8 6 6 , w h e n t h e S t a t e b a n k n o t e s w e r e t a x e d o u t 

o f e x i s t e n c e , t h a t t h e s u c c e s s f u l b a n k s i n t h e W e s t e r n S t a t e s w o u l d 

c o n v e r t i n t o n a t i o n a l b a n k s a n d r e t a i n t h e i r b r a n c h e s . I t appears, 

h o w e v e r , t h a t t h e y d i d n o t do so b u t r e o r g a n i z e d a s n a t i o n a l b a n k s a n d 

r e o r g a n i z e d t h e i r b r a n c h e s a s i n d e p e n d e n t u n i t b a n k s . 

M r . P i a t t p o i n t s o u t t h a t i n 1 8 6 0 t h e c o u n t r y b a n k s i n t h e 

S o u t h a n d " J e s t h a d a m u c h l a r g e r a v e r a g e c a p i t a l i z a t i o n t h a n a t p r e s -

e n t , b u t t h a t t h e a u t h o r i t y c o n t a i n e d i n t h e N a t i o n s , 1 B a n k A c t f o r t h e 

o r g a n i z a t i o n of b a n k s w i t h a c a p i t a l of o n l y $ 5 0 , 0 0 0 f u r n i s h e d a n 

i m p e t u s f o r t h e o r g a n i z a t i o n o f s m a l l b a n k s a n d t h a t some o f t h e W e s t e r n 
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S t a t e s " r a n w i l d i n t h e e f f o r t t o p r o v i d e b a n k i n g f a c i l i t i e s i n t h e 

v e r y s m a l l e s t t o w n s "by p e r m i t t i n g t h e o r g a n i z a t i o n o f i n d e p e n d e n t "banks 

w i t h a c a p i t a l a s s m a l l a s $ 1 0 , 0 0 0 , a n d e v e n i n a f e w S t a t e s $ 5 , 0 0 0 . " 

i i r . P i a t t t h e n t r a c e s t h e d i f f i c u l t i e s a r i s i n g o u t o f t h e 

o r g a n i z a t i o n o f n u m e r o u s s m a l l i n d e p e n d e n t b a n k s a n d c a l l s a t t e n t i o n t o 

t h e n u m b e r o f f a i l u r e s a m o n g t h e m i n t h e p a n i c o f 1 8 9 3 . F r o m a b o u t t h a t 

t i m e h e t r a c e s t h e m o d e r n d e v e l o p m e n t -of b r a n c h b a n k i n g , w h i c h a p p a r e n t l y 

s t a r t e d i n t h e S o u t h e r n S t a t e s a n d i n C a l i f o r n i a , 

M r . P i a t t t h e n d i s c u s s e s t h e n u m b e r o f b a n k f a i l u r e s i n s m a l l 

b a n k s d u r i n g t h e y e a r s 1 9 2 1 t o 1 9 2 6 , i n c l u s i v e , a n d c a l l s a t t e n t i o n t o 

t h e f a c t t h a t a l m o s t t w o - t h i r d s o f t h e s u s p e n d e d b a n k s h a d a c a p i t a l 

o f $ 2 5 , 0 0 0 o r l e s s a n d t h a t 72 p e r c e n t o f t h e m h a d a c a p i t a l o f l e s s 

t h a n $ 5 0 , 0 0 0 . He p o i n t s o u t t h a t , i n h i s a n n u a l r e p o r t f o r t h e y e a r 

1 8 9 8 , M r . C h a r l e s 0 . D a w e s , t h e n C o m p t r o l l e r o f t h e C u r r e n c y , r e c o m m e n d e d 

t h a t b r a n c h b a n k i n g b e a u t h o r i s e d i n c o m m u n i t i e s of l e s s t h a n 2 , 0 0 0 

i n h a b i t a n t s , s i n c e m a n y o f s u c h c o m m n i t i e s w e r e n o t a b l e t o s u p p o r t 

i n d e p e n d e n t b a n k s . He t h e n c o m p a r e s t h e e x p e r i e n c e o f f a r m e r s i n t h e 

w h e a t s e c t i o n s o f t h e U n i t e d S t a t e s w h e r e t h e i n d e p e n d e n t b a n k s y s t e m 

w a s i n o p e r a t i o n a n d i n Canada , w h e r e t h e b r a n c h b a n k i n g s y s t e m w a s i n 

o p e r a t i o n a n d c o n c l u d e s t h a t , " T h e C a n a d i a n f a r m e r s h a v e l o s t n o t h i n g 

f r o m t h e b a n k f a i l u r e s w h i l e ? 2 9 S , 0 7 0 , 0 0 0 i n d e p o s i t s h a s b e e n t i e d u p 

a n d a t l e a s t 5 0 p e r c e n t o f i t l o s t , i n t h e b o r d e r i n g S t a t e s o f Mon-

t a n a , N o r t h a n d S o u t h D a k o t a a n d M i n n e s o t a i n 1 1 3 4 b a n k s u s p e n s i o n s i n 

t h e p a s t s i x y e a r s , n e a r l y a l l o f t h e m i n s m a l l t o w n s a n d s m a l l b a n k s . " 

M r . P i a t t s t a t e s t h a t h e d o e s n o t a d v o c a t e n a t i o n - w i d e b r a n c h 

b a n k i n g f o r t h e U n i t e d S t a t e s , b a t b e l i e v e s t h a t we n e e d a n d m u s t h a v e 
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" l a r g e r c o u n t r y b a n k s w i t h a l i m i t e d n u m b e r o f b r a n c h e s a l o n g t h e l i n e s 

o f t h e d e v e l o p m e n t t h a t h a s t a k e n p l a c e i n m a n y o f t h e S o u t h e r n S t a t e s 

f o r many y e a r s . " He c l a i m s t h a t t h e M c F a d d e n A c t d i s c r i m i n a t e s a g a i n s t 

c o u n t r y b a n k s a n d i n f a v o r o f b a n k s i n t h e b i g c i t i e s . He r e v i e w s t h e 

s t a t i s t i c s w i t h r e f e r e n c e t o t h e n u m b e r o f b r a n c h b a n k i n g o r g a n i z a t i o n s 

i n t h e U n i t e d S t a t e s a n d c o n c l u d e s w i t h a p l e a f o r b r a n c h b a n k i n g i n 

t h e c o u n t r y d i s t r i c t s . 

A c o p y o f M r . P i a t t ' s s p e e c h i s a t t a c h e d h e r e t o a s E x h i b i t C C. 

3 . R e c e n t G r o w t h o f B r a n c h B a n k i n g t h r o u g h 1 9 2 4 . On p a g e s 9 2 5 

t o 9 4 0 , i n c l u s i v e , o f t h e F e d e r a l R e s e r v e B u l l e t i n f o r D e c e m b e r , 1 9 2 4 , 

t h e r e i s p u b l i s h e d a n a r t i c l e e n t i t l e d , " B r a n c h B a n k i n g i n t h e U n i t e d 

S t a t e s " , w h i c h c o n t a i n s a c o m p r e h e n s i v e s u r v e y o f t h e r e c e n t g r o w t h o f 

b r a n c h b a n k i n g i n t h i s c o u n t r y t h r o u g h t h e y e a r 1 9 2 4 . Ho a t t e m p t w i l l 

b e m a d e t o s u m m a r i z e t h i s a r t i c l e h e r e , b u t i t s s c o p e m a y b e i n d i -

c a t e d b y l i s t i n g i t s v a r i o u s h e a d i n g s , w h i c h a r e a s f o l l o w s : 

L i m i t a t i o n s u p o n F e d e r a l C o n t r o l o f B r a n c h B a n k i n g . 

A d m i n i s t r a t i v e P o l i c y o f t h e B o a r d P r i o r t o N o v e m b e r , 1 9 2 3 . 

B r a n c h B a n k i n g R e c o m m e n d a t i o n s t o C o n g r e s s . 

R e s o l u t i o n o n B r a n c h B a n k i n g A d o p t e d b y t h e B o a r d o n 
N o v e m b e r 7 , 1 9 2 3 . 

F u r t h e r D e f i n i t i o n o f t h e B o a r d ' s B r a n c h B a n k i n g P o l i c y . 
( I n t h e R e g u l a t i o n s o f 1 9 2 4 . ) 

E x t e n t o f B r a n c h B a n k i n g i n t h e U n i t e d S t a t e s . 

L e g a l S t a t u s o f B r a n c h B a n k i n g . 

B r a n c h B a n k i n g w i t h i n a n d w i t h o u t t h e F e d e r a l R e s e r v e S y s t e m . 

R e s o u r c e s o f B a n k s O p e r a t i n g a n d N o t O p e r a t i n g B r a n c h e s . 

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



X-6633 

— 2 6 -

Banks Opera t ing Hone Ci ty and Outs ide Branches. 

S i ze of Branch Systems. 

Branches i n and Outside of the Hone Ci ty of the Paren t Bank. 

Pa ren t Banks and Branches C l a s s i f i e d by P o p u l a t i o n of 
Community i n Which Located. 

Growth of Branch Banking, 1865-1924. 

C l a s s i f i c a t i o n of Paren t Banks and Branches "by Fede ra l 
Reserve D i s t r i c t s . 

S t a t e T o t a l s . 

A copy of1 t h i s a r t i c l e i s a t t a c h e d h e r e t o as Exh ib i t B. 

4 . Branch Banking i n t h e Uni ted S t a t e s from June, 1924, to December, 

1925. On pages 401 to 414, i n c l u s i v e , of the Federa l Reserve B u l l e t i n 

f o r June, 1926, t h e r e i s p u b l i s h e d an a r t i c l e e n t i t l e d , "Branch Banking 

i n the Uni ted S t a t e s " , which de sc r ibe s the development of branch banking 

from June, 1924, to the end of December, 1925, and thus supplements the 

a r t i c l e p u b l i s h e d i n the Federa l Reserve B u l l e t i n f o r December, 1924. 

I t con ta ins not only a d i s c u s s i o n of the development of branch banking 

dur ing t h i s p e r i o d but a l s o a c l a s s i f i c a t i o n of the S t a t e s w i th r e f e r e n c e 

to t h e i r branch banking laws as of December 31, 1925, and c e r t a i n v a l -

uab le s t a t i s t i c a l m a t e r i a l wi th r e f e r e n c e to the s t a t u s of branch bank-

ing i n t h i s count ry on tho same d a t e . A copy of the B u l l e t i n con ta in ing 

t h i s a r t i c l e i s a t t a c h e d as E x h i b i t D. 

5 . Branch Banking Developments i n 1926, On pages 315 to 318, 

i n c l u s i v e , of the Federa l Reserve B u l l e t i n f o r May, 1927, t h e r e i s 
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p u b l i s h e d a n a r t i c l e d e s c r i b i n g t h e d e v e l o p m e n t o f " b r a n c h " b a n k i n g i n 

t h e U n i t e d S t a t e s d u r i n g t h e y e a r , 1 9 2 6 , w h i c h s u p p l e m e n t s t h e e a r l i e r 

a r t i c l e s o n t h i s s u b j e c t . I t c o n t a i n s d i s c u s s i o n s o f t h e l e g a l s t a t u s 

o f b r a n c h b a n k i n g , t h e e : : t e n t o f b r a n c h b a n k i n g , b r a n c h b a n k i n g i n C a l i -

f o r n i a , a n d t h e m e t h o d o f e s t a b l i s h i n g b r a n c h e s , a n d a l s o v a l u a b l e s t a t i s -

t i c a l t a b l e s s h o w i n g t h e s t a t u s o f b r a n c h b a n k i n g a t t h e e n d o f t h e y e a r 

1 9 2 6 . A c o p y o f t h e B u l l e t i n c o n t a i n i n g t h i s a r t i c l e i s a t t a c h e d h e r e t o 

a s E x h i b i t J . 

6 . B r a n c h B a n k D e v e l o p m e n t s t o J u n e 3 0 , 1 9 2 8 . On p a g e s 9 7 t o 

1 0 3 , i n c l u s i v e , o f t h e F e d e r a l R e s e r v e B u l l e t i n f o r F e b r u a r y , 1 9 2 9 , t h e r e i s p u b -

l i s h e d a d i s c u s s i o n o f b r a n c h b a n k i n g d e v e l o p m e n t s i n t h e U n i t e d S t a t e s 

f r o m t h e e n d o f t h e y e a r 1 9 2 6 t o J u n e 3 0 , 1 9 2 8 , w h i c h s u p p l e m e n t s t h e 

e a r l i e r a r t i c l e s o n t h i s s u b j e c t . T h i s a r t i c l e i s e s p e c i a l l y i n t e r e s t i n g 

b e c a u s e i t d e s c r i b e s t h e e f f e c t o f t h e M c F a d d e n - P e p p e r A c t o f F e b r u a r y 

2 5 , 1 9 2 7 , d u r i n g t h e f i r s t e i g h t e e n m o n t h s o f t h e f u n c t i o n i n g o f t h a t 

A c t . I t c o n t a i n s a t a b l e s h o w i n g t h e S t a t e s p e r m i t t i n g , r e s t r i c t i n g , a n d 

p r o h i b i t i n g b r a n c h b a n k i n g t o J u n e 3 0 , 1 9 2 8 , t a b l e s s h o w i n g t h e n u m b e r 

o f b a n k s o p e r a t i n g b r a n c h e s a n d t h e n u m b e r o f b r a n c h e s i n o p e r a t i o n , t o -

g e t h e r w i t h t h e i n c r e a s e i n t h e s e n u m b e r s f r o m F e b r u a r y 2 5 , 1 9 2 7 , t o J u n e 

3 0 , 1 9 2 8 , t o g e t h e r w i t h o t h e r v a l u a b l e s t a t i s t i c a l m a t e r i a l . A c o p y o f 

t h i s a r t i c l e i s a t t a c h e d a s E x h i b i t E . 

7 . B r a n c h a n d C h a i n B a n k i n g D e v e l o p m e n t s t o J u n e 3 0 , 1 9 2 9 . 

On p a g e s 7 6 2 t o 7 7 1 , i n c l u s i v e , o f t h e F e d e r a l R e s e r v e B u l l e t i n f o r 

D e c e m b e r , 1 9 2 9 , t h e r e i s p u b l i s h e d a n a r t i c l e d i s c u s s i n g t h e b r a n c h 
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and chain "banking developments i n the Uni ted S t a t e s dur ing the year 

ending June 30, 1929. This not only supplements the i n f o r m a t i o n wi th 

r e f e r e n c e to branch banking p u b l i s h e d in e a r l i e r a r t i c l e s , but con-

t a i n s much v a l u a b l e m a t e r i a l w i th r e f e r e n c e to cha in banking. The 

scope of the a r t i c l e may be i n d i c a t e d by the c a p t i o n s i n the t e x t and 

the headings of the t a b l e s , which a re as f o l l o w s ; 

Changes 1927 to 1929. 

Banks I n i t i a t i n g and Discon t inu ing Branch Banking and 
Branches E s t a b l i s h e d and Discont inued; 1927-1929. 

Branch Banking Area . 

S i ze of Branch Systems. 
i 

Size of Branch Systems f o r Paren t Banks l o c a t e d i n Large 
and Small C i t i e s ; June 30, 1$29. 

Urban and Rural Systems. ; 

Chain Banking. 

Summary o f B r a n c h B a n k i n g D e v e l o p m e n t s ; 1 9 2 4 t o 1 9 2 9 . 

Branch Systems wi th Head O f f i c e s i n S e l e c t e d C i t i e s . 

Banks Opera t ing Domestic Branches and number of 
.Branches, by S t a t e s ; June 30, 1929. 

Banks Opera t ing Domestic Branches and Number of 
Branches, by S t a t e s ; June, 1924-June, 1929. 

S ize of Branch Systems and Locat ion of Branches; June, 1929 
and 1928. 

Chains and Banks i n Chain Systems, by S t a t e s ; June 30, 1929. 

A copy of t h i s a r t i c l e i s a t t a c h e d as E x h i b i t G-. 
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V I . FED-URAL LEGISLATION OH BRAI-TCH BAISI1T&. 

C o n g r e s s h a s i n s e v e r a l i n s t a n c e s e n a c t e d l e g i s l a t i o n a u t h o r i z i n g 

t h e e s t a b l i s h m e n t o f " b r a n c h t a n k i n g s y s t e m s . I n t h e e a r l y y e a r s o f t h i s 

c o u n t r y , 1 7 9 1 a n d 1 8 1 5 , C o n g r e s s a u t h o r i z e d t h e e s t a b l i s h m e n t o f t h e 

F i r s t B a n k o f t h e U n i t e d S t a t e s a n d t h e S e c o n d B a n k o f t h e U n i t e d S t a t e s . 

B o t h o f t h e s e b a n k s w e r e a u t h o r i z e d to e s t a b l i s h b r a n c h e s i n a n y p a r t 

o f t h e U n i t e d S t a t e s . T h e N a t i o n a l B a n k A c t d i d n o t e x p r e s s l y f o r b i d 

t h e e s t a b l i s h m e n t o f b r a n c h e s ; a n d t h e a m e n d m e n t o f M a r c h 3 , 1 8 6 5 , 

( S e c t i o n 5 1 5 5 o f t h e R e v i s e d S t a t u t e s ) , a u t h o r i z e d S t a t e b a n k s h a v i n g 

b r a n c h e s , w i t h c a p i t a l a s s i g n e d t o t h e h e a d o f f i c e a n d b r a n c h e s i n 

d e f i n i t e p r o p o r t i o n s , t o c o n v e r t i n t o n a t i o n a l b a n k s a n d r e t a i n t h e i r 

b r a n c h e s , r e g a r d l e s s o f t h e i r l o c a t i o n . 

B r a n c h b a n k i n g s y s t e m s f o r p a r t i c u l a r p u r p o s e s w e r e a l s o 

a u t h o r i z e d w h e n C o n g r e s s a u t h o r i z e d t h e e s t a b l i s h m e n t o f t h e p o s t a l 

s a v i n g s b a n k s , F e d e r a l r e s e r v e b a n k s , F e d e r a l l a n d b a n k s , j o i n t s t o c k 

l a n d b a n k s , F e d e r a l i n t e r m e d i a t e c r e d i t b a n k s , a n d t h e War F i n a n c e 

C o r p o r a t i o n . T h e e s t a b l i s h m e n t o f b r a n c h e s i n e a c h o f t h e s e s y s t e m s , 

h o w e v e r , w a s p e r m i t t e d o n l y u n d e r c e r t a i n c o n d i t i o n s a n d s u b j e c t t o 

c e r t a i n r e s t r i c t i o n s a n d s a f e g u a r d s . I n d e t e r a i n i n g w h a t l e g i s l a t i o n 

s h o u l d now b e e n a c t e d w i t h r e f e r e n c e t o t h e e s t a b l i s h m e n t o f b r a n c h e s 

b y c o m m e r c i a l b a n k i n g i n s t i t u t i o n s , i t w o u l d b e a d v i s a b l e t o e x a m i n e 

c a r e f u l l y t h e r e s t r i c t i o n s a n d s a f e g u a r d s w h i c h C o n g r e s s h a s t h r o w n 

a b o u t t h e e s t a b l i s h m e n t o f b r a n c h e s i n t h e b a n k i n g s y s t e m s i t h a s 

h e r e t o f o r e a u t h o r i z e d . 

T h e l e g i s l a t i o n a u t h o r i z i n g t h e s e v a r i o u s s y s t e m s o f b r a n c h 

b a n k s w i l l b e d i s c u s s e d v e r y b r i e f l y . 
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1 . F i r s t B a n k of t h e U n i t e d S t a t e s . I n 1 7 9 1 C o n g r e s s c h a r t e r e d t h e F i r s t 

Bank o f t h e U n i t e d S t a t e s . The c h a r t e r o f t h i s "bank p r o v i d e d t h a t 

i t s h e a d o f f i c e s h o u l d "be l o c a t e d a t P h i l a d e l p h i a a n d a u t h o r i z e d i t s 

b o a r d o f d i r e c t o r s t o e s t a b l i s h "branch o f f i c e s w i t h i n t h e U n i t e d 

S t a t e s w h e r e v e r t h o u g h t f i t , f o r p u r p o s e s o f d i s c o u n t a n d d e p o s i t . 

I t a p p e a r s t h a t e i g h t b r a n c h e s of t h e F i r s t B a n k o f t h e U n i t e d S t a t e s 

w e r e e s t a b l i s h e d i n v a r i o u s p a r t s o f t h e c o u n t r y , 

2 . S e c o n d B a n k o f t h e U n i t e d S t a t e s . I n 1 8 1 6 C o n g r e s s a u t h o r i z e d t h e 

e s t a b l i s h m e n t o f t h e S e c o n d B a n k o f t h e U n i t e d S t a t e s w i t h i t s h e a d o f f i c e 

i n t h e c i t y o f P h i l a d e l p h i a . The c h a r t e r o f t h i s b a n k a u t h o r i z e d i t s 

d i r e c t o r s t o e s t a b l i s h b r a n c h o f f i c e s w h e r e v e r t h e y t h o u g h t f i t w i t h i n 

t h e U n i t e d S t a t e s , f o r p u r p o s e s o f d i s c o u n t a n d d e p o s i t . I t a p p e a r s 

t h a t 1 8 o f s u c h b r a n c h e s w e r e e s t a b l i s h e d b y t h i s b a n k . 

3 . n a t i o n a l B a n k s . The N a t i o n a l Bank A c t d i d n o t e x p r e s s l y f o r b i d t h e 

e s t a b l i s h m e n t o f b r a n c h e s , a n d i t w a s n o t u n t i l J a n u a r y 2 8 , 1 9 2 4 , w h e n 

t h e S u p r e m e C o u r t o f t h e U n i t e d S t a t e s r e n d e r e d i t s d e c i s i o n i n t h e 

f a m o u s c a s e o f F i r s t N a t i o n a l B a n k i n S t . L o u i s v . S t a t e o f M i s s o u r i , 

2 6 3 U . S . 6 4 0 , t h a t i t w a s d e f i n i t e l y a n d f i n a l l y s e t t l e d t h a t n a -

t i o n a l b a n k s c o u l d n o t e s t a b l i s h b r a n c h e s u n d e r t h e p r o v i s i o n s o f t h a t 

A c t . E v e n a f t e r t h a t d e c i s i o n , i t w a s c o n t e n d e d t h a t , i n t h e e x e r -

c i s e o f t h e i r i n c i d e n t a l p o w e r s , n a t i o n a l b a n k s c o u l d e s t a b l i s h 

" a d d i t i o n a l o f f i c e s 1 1 f o r t h e p e r f o r m a n c e o f c e r t a i n l i m i t e d f u n c t i o n s 

w i t h i n t h e l i m i t s o f t h e c i t y o r t o w n i n w h i c h t h e y w e r e l o c a t e d . 
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A l t h o u g h t h e N a t i o n a l B a n k A c t d i d n o t e x p r e s s l y a u t h o r i z e t h e 

e s t a b l i s h m e n t o f b r a n c h e s "by n a t i o n a l b a n k s , t h e a m e n d m e n t o f M a r c h 3 , 

1 8 6 5 , ( S e c t i o n 5 1 5 5 o f t h e R e v i s e d S t a t u t e s ) s p e c i f i c a l l y p r o v i d e d t h a t 

S t a t e b a n k s h a v i n g b r a n c h e s w i t h c a p i t a l a s s i g n e d t o t h e h e a d o f f i c e 

a n d b r a n c h e s i n d e f i n i t e p r o p o r t i o n s c o u l d c o n v e r t i n t o n a t i o n a l b a n k s 

a n d r e t a i n t h e i r b r a n c h e s , r e g a r d l e s s o f t h e l o c a t i o n o f s u c h b r a n c h e s . 

M o r e o v e r , u n d e r t h e A c t o f N o v e m b e r 7 , 1 9 1 8 , a n a t i o n a l b a n k h a v i n g b r a n -

c h e s r e t a i n e d u p o n c o n v e r s i o n f r o m a S t a t e b a t i k c o u l d c o n s o l i d a t e w i t h 

a n o t h e r n a t i o n a l b a n k a n d t h e c o n s o l i d a t e d b a n k c o u l d r e t a i n t h e b r a n c h e s . 

W h e r e t h e S t a t e l a w w a s s u i t a b l e , t h e r e f o r e , n a t i o n a l b a n k s c o u l d a c q u i r e 

b r a n c h e s b y t h e d e v i c e o f o r g a n i z i n g a S t a t e b a n k w i t h b r a n c h e s , c o n v e r t -

i n g i t i n t o a n a t i o n a l b a n k , a n d c o n s o l i d a t i n g w i t h - i t . I n 1 9 2 5 t h e r e 

w e r e i n e x i s t e n c e 1 0 3 b r a n c h e s o f n a t i o n a l b a n k s a c q u i r e d u n d e r t h e s e 

S t a t u t e s . 

A l l o f t h i s , o f c o u r s e , w a s c h a n g e d b y t h e M c F a d d e n A c t o f 

F e b r u a r y 2 5 , 1 9 2 7 , w h i c h e x p r e s s l y a u t h o r i z e d n a t i o n a l b a n k s t o e s t a b -

l i s h b r a n c h e s w i t h i n t h e l i m i t s of t h e c i t y o r t o w n i n w h i c h t h e i r h e a d 

o f f i c e s a r e l o c a t e d b u t e x p r e s s l y f o r b i d s t h e m t o e s t a b l i s h o r a c q u i r e , 

b y c o n s o l i d a t i o n o r o t h e r w i s e , b r a n c h e s b e y t i n d t h e l i m i t s o f t h e c i t y , 

o r t o w n i n w h i c h t h e i t 1 h e a d o f f i c e s a r e l o d a t e d , e x c e p t t h a t t h e y may 

r e t a i n o r a c q u i r e b y c o n s o l i d a t i o n o r c o n v e r s i o n b r a n c h e s l a w f u l l y e s t -

a b l i s h e d a n d i n a c t u a l o p e r a t i o n p r i o r t o t h e p a s s a g e o f t h a t A c t . 

T h i s w i l l b e d i s c u s s e d i n m o r e d e t a i l u n d e r a s e p a r a t e h e a d i n g . 

I n t h i s c o n n e c t i o n , i t may b e p o i n t e d o u t t h a t , u n d e r t h e 

p r o v i s i o n s o f S e c t i o n 2 5 o f t h e F e d e r a l R e s e r v e A c t , a n y n a t i o n a l 

bg.nk h a v i n g a c a p i t a l a n d s u r p l u s of $ 1 , 0 0 0 , 0 0 0 o r m o r e w i t h t h e 
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p e r m i s s i o n o f t h e F e d e r a l R e s e r v e B o a r 4 a n d u p o n s u c h c o n d i t i o n s a n d u n d e r 

s u c h r e g u l a t i o n s a s m a y b e p r e s c r i b e d "by t h e B o a r d , may e s t a b l i s h " b r a n c h e s 

i n f o r e i g n c o u n t r i e s o r d e p e n d e n c i e s o r i n s u l a r p o s s e s s i o n s o f t h e U n i t e d 

S t a t e s ; b u t t h i s p r i v i l e g e i s d e n i e d t o S t a t e member b a n k s o f t h e F e d e r a l 

R e s e r v e S y s t e m u n d e r t h e p r o v i s i o n s o f t h e M c F a d d e n A c t . 

4 . P o s t a l S a v i n g s B a n k s . I n 1 9 1 0 C o n g r e s s a u t h o r i z e d t h e e s t a b l i s h m e n t o f 

t h e p o s t a l s a v i n g s s y s t e m ( U n i t e d S t a t e s C o d e , T i t l e 3 9 , C h a p t e r 2 0 ) . T h i s 

s y s t e m i s u n d e r t h e c o n t r o l , s u p e r v i s i o n a n d a d m i n i s t r a t i o n o f a b o a r d o f 

t r u s t e e s c o n s i s t i n g o f t h e P o s t m a s t e r G e n e r a l , t h e S e c r e t a r y o f t h e T r e a s u r y 

a n d t h e A t t o r n e y G e n e r a l . E v e r y p o s t o f f i c e d e s i g n a t e d b y t h e P o s t m a s t e r 

• G e n e r a l may a c t a s a p o s t a l s a v i n g s d e p o s i t o r y a n d r e c e i v e d e p o s i t s o f f u n d s 

f r o m t h e p u b l i c . S u c h f u n d s may b e r e c e i v e d f r o m a n y o n e p e r s o n i n a m o u n t s 

o f $ 1 . 0 0 o r m u l t i p l e s t h e r e o f , b u t n o t m o r e t h a n a n a g g r e g a t e a m o u n t o f $ 2 , 5 0 0 

may b e r e c e i v e d f r o m a n y o n e p e r s o n . I n t e r e s t a t t h e r a t e o f 2 p e r c e n t p e r 

a n n u m i s t o b e p a i d u p o n s u c h d e p o s i t s . T h e s e d e p o s i t s m a y b e w i t h d r a w n 

u n d e r s u c h r e g u l a t i o n s a s t h e P o s t m a s t e r G e n e r a l may p r e s c r i b e . The l a w 

c o n t e m p l a t e s t h a t 5 p e r c e n t of p o s t a l s a v i n g s d e p o s i t s s h a l l b e k e p t w i t h 

t h e T r e a s u r e r o f t h e U n i t e d S t a t e s a s a r e s e r v e a n d t h a t t h e b a l a n c e o f 

s u c h d e p o s i t s s h a l l b e d e p o s i t e d i n b a n k s l o c a t e d i n t h e c i t y , t o w n o r 

v i l l a g e o f t h e p o s t a l s a v i n g s d e p o s i t o r y w h i c h r e c e i v e s s u c h d e p o s i t s , o r 

u n d e r c e r t a i n c i r c u m s t a n c e s w i t h t h e T r e a s u r e r o f t h e B o a r d of T r u s t e e s . 

The l a w a l s o p r o v i d e s t h a t u n d e r c e r t a i n c i r c u m s t a n c e s t h e s e d e p o s i t s 

may b e i n v e s t e d i n b o n d s o r o t h e r s e c u r i t i e s o f t h e U n i t e d S t a t e s . D e p o s i -

t o r s i n t h e p o s t a l s a v i n g s s y s t e m may s u r r e n d e r t h e i r d e p o s i t s i n c e r t a i n 

s p e c i f i e d a m o u n t s a n d r e c e i v e t h e r e f o r b o n d s of t h e U n i t e d S t a t e s . I t 
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a p p e a r s f r o m t h e s e f a c t s t h a t t h e p o s t a l s a v i n g s y s t e m i s a f o r m o f 

"b ranch " b a n k i n g w i t h t h e c o n t r o l l i n g a n d s u p e r v i s i n g b o a r d l o c a t e d i n 

W a s h i n g t o n , D . C* a n d w i t h " b r a n c h e s l o c a t e d i n t h e v a r i o u s p o s t o f f i c e s 

d e s i g n a t e d b y t h e P o s t m a s t e r G e n e r a l i n d i f f e r e n t p a r t s o f t h e c o u n t r y , 

I t a p p e a r s f r o m t h e A n n u a l R e p o r t o f t h e P o s t m a s t e r G e n e r a l 

f o r t h e f i s c a l y e a r e n d i n g J u n e 3 0 , 1 9 2 9 , t h a t a t t h e c l o s e o f t h a t y e a r 

t h e r e w e r e 6 , 7 7 0 p o s t a l s a v i n g s d e p o s i t o r i e s i n o p e r a t i o n i n t h e v a r i o u s 

p o s t o f f i c e s , i n c l u d i n g 7 9 4 s u c h d e p o s i t o r i e s l o c a t e d i n " b r a n c h p o s t 

o f f i c e s . P o s t a l s a v i n g s d e p o s i t s h e l d f o r d e p o s i t o r s a t t h e e n d o f t h a t 

f i s c a l y o a r a m o u n t e d t o $ 1 5 8 , 0 5 5 , 5 3 8 . 5 5 a n d t h e r e w e r e 4 1 6 , 5 8 0 d e p o s i t o r s . 

5 . F e d e r a l R e s e r v e B a n k s . I n 1 9 1 3 C o n g r e s s e n a c t e d t h e F e d e r a l R e s e r v e A c t 

t o p r o v i d e f o r t h e e s t a b l i s h m e n t o f F e d e r a l r e s e r v e "banks , t o f u r n i s h a n 

e l a s t i c c u r r e n c y , t o a f f o r d a m e a n s o f r e d i s c o u n t i n g c o m m e r c i a l p a p e r , 

a n d t o e s t a b l i s h a m o r e e f f e c t i v e s u p e r v i s i o n o f " b a n k i n g i n t h e U n i t e d 

S t a t e s ( U n i t e d S t a t e s C o d e , T i t l e 1 2 , C h a p t e r 3 ) . T h i s a c t a u t h o r i z e d 

t h e d i v i s i o n o f t h e c o n t i n e n t a l U n i t e d S t a t e s , e x c l u s i v e o f A l a s k a , i n t o 

n o t m o r e t h a n 1 2 d i s t r i c t s a n d t h e e s t a b l i s h m e n t i n e a c h d i s t r i c t o f 

o n e F e d e r a l r e s e r v e "bank. The A c t a u t h o r i z e d s u c h F e d e r a l r e s e r v e "banks 

t o e x e r c i s e c e r t a i n b a n k i n g p o w e r s a n d t o p e r f o r m c e r t a i n f u n c t i o n s f o r 

t h e n a t i o n a l a n d S t a t e b a n k s w h i c h w e r e r e q u i r e d o r p e r m i t t e d t o b e c o m e 

m e m b e r s o f t h e F e d e r a l r e s e r v e s y s t e m b y t h e p u r c h a s e o f s t o c k i n a F e d -

e r a l r e s e r v e b a n k . I t p r o v i d e d f o r t h e c r e a t i o n o f t h e F e d e r a l R e s e r v e 

B o a r d w i t h s u p e r v i s o r y p o w e r s o v e r t h e e n t i r e F e d e r a l r e s e r v e s y s t e m , 

a n d S e c t i o n 3 o f t h e F e d e r a l R e s e r v e A c t a u t h o r i z e s t h e F e d e r a l R e s e r v e 

B o a r d t o p e r m i t o r r e q u i r e a n y F e d e r a l r e s e r v e bank: t o e s t a b l i s h b r a n c h 
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"banks w i t h i n the F e d e r a l r e s e r v e d i s t r i c t i n which i t i s l o c a t e d or w i t h i n 

the d i s t r i c t of any F e d e r a l r e s e r v e bank which may have been suspended . . 

P u r s u a n t to t h i s a u t h o r i t y the Board has p e r m i t t e d t he F e d e r a l r e s e r v e 

banks t o e s t a b l i s h b r a n c h e s w i t h i n t h e i r r e s p e c t i v e d i s t r i c t s . The t o t a l 

number of such b r a n c h e s which have been e s t a b l i s h e d i s 25 . I t w i l l t h u s 

"be seen t h a t , when Congress e n a c t e d the F e d e r a l Reserve A c t , i t a u t h o r i z e d 

t h e e s t a b l i s h m e n t of a sys tem of banks h a v i n g b r a n c h e s w i t h the s u p e r -

v i s o r y power ove r such system v e s t e d i n the F e d e r a l Rese rve Board, w i t h 

i t s o f f i c e s i n Washington, D. C. , and the t ank ing f u n c t i o n s v e s t e d i n 

t he F e d e r a l r e s e r v e banks and t h e i r b r a n c h e s l o c a t e d i n v a r i o u s p a r t s of 

the U n i t e d S t a t e s . I t w i l l he n o t e d t h a t Congress i n t h i s i n s t a n c e r e -

s t r i c t e d t he e s t a b l i s h m e n t of "branches of a F e d e r a l r e s e r v e "bank to t h e 

d i s t r i c t i n which t h e p a r t i c u l a r F e d e r a l r e s e r v e "bank i s l o c a t e d , excep t 

i n t h o s e c a s e s where a F e d e r a l r e s e r v e bank may have "been suspended . 

G# F e d e r a l l a n d banks and J o i n t s t o c k l a n d b a n k s . I n 1916 Congress e n a c t e d 

the F e d e r a l Farm Loan Act to p r o v i d e f o r l o a n s on f a rm l a n d s s e c u r e d by 

mor tgages ( U n i t e d S t a t e s Code, T i t l e 12, Chap. 7 ) . Th is Act a u t h o r i z e d 

t he c r e a t i o n of t he F e d e r a l Farm Loan Board w i t h s u p e r v i s o r y powers and 

the c r e a t i o n of F e d e r a l l a n d "banks and j o i n t s t o c k l a n d banks w i t h power 

to make f a rm l o a n s and, w i t h t h e a p p r o v a l of t h e F e d e r a l Farm Loan Board, 

t o i s s u e f a r m l o a n "bonds. I t was p r o v i d e d t h a t the c o n t i n e n t a l U n i t e d 

S t a t e s , e x c l u s i v e of A la ska , shou ld be d i v i d e d i n t o 12 d i s t r i c t s and 

t h a t i n each d i s t r i c t t h e r e s h o u l d be e s t a b l i s h e d one F e d e r a l l a n d bank . 

I t was no t r e q u i r e d , however, t h a t on ly one j o i n t s t o c k l a n d hank 

be e s t a b l i s h e d i n each d i s t r i c t . Such F e d e r a l l a n d "banks and j o i n t s t o c k 

l a n d banks were a u t h o r i z e d , w i t h the a p p r o v a l of t h e F e d e r a l Farm Loan 
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Board , t o e s t a b l i s h b ranches w i t h i n the d i s t r i c t i n which such banks 

a r e l o c a t e d . The F e d e r a l Farm Loan Board was a l s o a u t h o r i z e d t o des ig-

n a t e a F e d e r a l l a n d bank which might e s t a b l i s h a . b r a n c h i n P o r t o E ico 

and t o d e s i g n a t e a F e d e r a l l and bank r h i c h might e s t a b l i s h a b r a n c h 

i n t he T e r r i t o r y of Alaska* I t w i l l be seen t h a t i n t h i s i n s t a n c e 

Congress has a g a i n p r o v i d e d f o r the e s t a b l i s h m e n t of a bank ing system 

w i t h b ranches w i t h the s u p e r v i s o r y powers over such system v e s t e d i n 

a boa rd wi th o f f i c e s i n Washington, 2D. C. , and t h e banking f u n c t i o n s 

v e s t e d i n banks and branches t h e r e o f l o c a t e d i n v a r i o u s p a r t s of the 

c o u n t r y . I t i s s i g n i f i c a n t t h a t h e r e a l s o Congress has r e s t r i c t e d the 

r i g h t of each bank to e s t a b l i s h b ranches to t h e a r e a of t h e d i s t r i c t 

i n which i t i s l o c a t e d * 

I t appea r s t h a t no b ranches of e i t h e r F e d e r a l l a n d banks or 

j o i n t s t o c k l a n d banks have been e s t a b l i s h e d i n the Un i t ed S t a t e s . One 

b r a n c h of a F e d e r a l l a n d bank, however, has been e s t a b l i s h e d i n P o r t o 

Hi co . 

7. War Finance C o r p o r a t i o n , I n 1918 Congress e n a c t e d l e g i s l a t i o n to 

c r e a t e the War F inance Corpora t ion and a u t h o r i z e d t h i s c o r p o r a t i o n to 

make l o a n s to p e r s o n s , f i r m s , or c o r p o r a t i o n s whose o p e r a t i o n s were 

n e c e s s a r y or c o n t r i b u t o r y to the p r o s e c u t i o n of t h e war . ( U n i t e d S t a t e s 

Code, T i t l e 15, Chap. 9 ) . By a l a t e r amendment the c o r p o r a t i o n was 

a l s o a u t h o r i z e d to make loans f o r a g r i c u l t u r a l p u r p o s e s . This c o r -

p o r a t i o n was a l s o a u t h o r i z e d t o i s s u e i t s n o t e s or bonds . The manage-

ment of t he c o r p o r a t i o n was v e s t e d i n a board of d i r e c t o r s c o n s i s t i n g 

of the S e c r e t a r y of the Treasury and f o u r o t h e r p e r s o n s a p p o i n t e d by 
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the P r e s i d e n t , w i t h the adv ice and consent of the S e n a t e , I t was p rov ided 

t h a t the p r i n c i p a l o f f i c e of the c o r p o r a t i o n shou ld "be l o c a t e d i n the 

D i s t r i c t of Columbia, "but the c o r p o r a t i o n was a u t h o r i z e d t o e s t a b l i s h 

a g e n c i e s or b r a n c h o f f i c e s i n any c i t y , or c i t i e s , of the U n i t e d S t a t e s , 

unde r r u l e s and r e g u l a t i o n s p r e s c r i b e d by i t s b o a r d of d i r e c t o r s . Cong-

r e s s thus a u t h o r i z e d the e s t a b l i s h m e n t of a b r anch bank ing sys tem f o r 

a p a r t i c u l a r pu rpose and s u b j e c t to c e r t a i n r e s t r i c t i o n s and s u p e r v i s i o n . 

At the peak of i t s a c t i v i t y the War Finance Corpora t ion had 

33 l o a n i n g a g e n c i e s or b ranches i n o p e r a t i o n i n v a r i o u s p a r t s of the 

c o u n t r y i n c o n n e c t i o n w i t h i t s l o a n s f o r a g r i c u l t u r a l p u r p o s e s . 

8 . F e d e r a l I n t e r m e d i a t e C r e d i t Banks. I n 1923, Congress amended the Federa l 

Farm Loan Act so a s to a u t h o r i z e the c r e a t i o n of F e d e r a l i n t e r m e d i a t e 

c r e d i t banks . ( U n i t e d S t a t e s Code, T i t l e 12, Chap# 8 . ) This amendment 

p r o v i d e d f o r t he e s t a b l i s h m e n t of twelve F e d e r a l i n t e r m e d i a t e c r e d i t banks , 

one t o be l o c a t e d i n each of t he c i t i e s i n which a Fede ra l l a n d bank i s 

l o c a t e d , and a u t h o r i z e d t he se i n s t i t u t i o n s to make l o a n s f o r a g r i c u l t u r a l 

p u r p o s e s and to i s s u e d e b e n t u r e s . The powers g r a n t e d to t h e s e i n s t i t u t i o n s 

a r e t o be e x e r c i s e d under the s u p e r v i s i o n and c o n t r o l of t h e Fede ra l Farm 

Loan Board. I t appea r s t h a t i n t h i s i n s t a n c e , a l s o , Congress has a p -

p r o v e d a form of b r a n c h bank ing . I n t h i s case the c o n t r o l and s u p e r -

v i s o r y f u n c t i o n s a r e v e s t e d i n t h e F e d e r a l Farm Loan Board w i t h i t s o f -

f i c e s i n Washington, D. C., and the banking f u n c t i o n s a r e v e s t e d i n the 

F e d e r a l i n t e r m e d i a t e c r e d i t banks l o c a t e d i n d i f f e r e n t p a r t s of t he 

c o u n t r y . 
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The McFadden A c t . No d i s c u s s i o n of Congress iona l l e g i s l a t i o n of "branch 

"banking would he complete w i t h o u t a d i s c u s s i o n of t he McFadden Act of Feb-

r u a r y 25, 1927, though the p r o v i s i o n s of t h a t Act a r e f a m i l i a r t o e v e r y -

one who has made any s t u d y of the s u b j e c t of b ranch bank ing . 

( a ) R a t i o n a l Banks , The p r o v i s i o n s of the McFadden Act w i t h r e f e r e n c e 

to b r a n c h e s of n a t i o n a l banks may be summarized a s f o l l o w s : 

(1) Any n a t i o n a l bank may r e t a i n and o p e r a t e such b ranch or b ranches 

as i t had i n l a w f u l o p e r a t i o n on Feb rua ry 25, 1927, r e g a r d l e s s of t h e i r 

l o c a t i o n . 

(2) Any n a t i o n a l bank which has c o n t i n u o u s l y m a i n t a i n e d and o p e r a t e d 

not more than one b r a n c h f o r a p e r i o d of more t han t w e n t y - f i v e y e a r s 

immedia te ly 'oreceding Februa ry 25, 1927* may con t inue to m a i n t a i n and op-

e r a t e such b r a n c h , r e g a r d l e s s of the l e g a l i t y of t h e e s t a b l i s h m e n t tif such 

b ranch or t h e main tenance of i t p r i o r to the enac tment of the McFadden Act . 

(3) Where a S t a t e bank conve r t s i n t o a n a t i o n a l bank such n a t i o n a l 

bank may r e t a i n and o p e r a t e any and a l l b ranches of such S t a t e bank which 

any bank had i n l a w f u l o p e r a t i o n on Februa ry 25 , 1927, r e g a r d l e s s of t h e i r 
# 

l o c a t i o n . 

(4) I f a S t a t e bank c o n s o l i d a t e s w i t h a n a t i o n a l bank, such con-

s o l i d a t e d n a t i o n a l bank may r e t a i n and o p e r a t e any and a l l b r a n c h e s of 

e i t h e r the S t a t e bank or the n a t i o n a l bank which any bank had i n l a w f u l 

o p e r a t i o n on Feb rua ry 25, 1927, r e g a r d l e s s of t h e i r l o c a t i o n * 

(5) - 'here two or more n a t i o n a l banks c o n s o l i d a t e , such consoli** 

d a t e d n a t i o n a l bank may r e t a i n and o p e r a t e any and a l l b r anches of any 

one of t he c o n s t i t u e n t n a t i o n a l banks which any bank had i n l a w f u l o p e r a t i o n 

on F e b r u a r y 25 , 1927, r e g a r d l e s s of t h e i r l o c a t i o n . 
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(6) A f t e r Feb rua ry 25, 1927, n a t i o n a l t a n k s may e s t a b l i s h and 

o p e r a t e new b r a n c h e s s u b j e c t t o the f o l l o w i n g c o n d i t i o n s and l i m i t a -

t i o n s : 

( a ) Such b r a n d i e s may be e s t a b l i s h e d and o p e r a t e d only 

w i t h i n the l i m i t s of t h e c i t y , town or v i l l a g e i n which the 

p a r e n t bank i s s i t u a t e d ; 

(b) Such b r a n c h e s may be e s t a b l i s h e d and o p e r a t e d only 

i n those S t a t e s t he laws of which p e r m i t S t a t e banks to 

e s t a b l i s h and o p e r a t e s i m i l a r b r a n c h e s ; 

( c ) ITo such b ranch may be e s t a b l i s h e d i n a c i t y , town 

or v i l l a g e of which the p o p u l a t i o n by the l a s t d e c e n n i a l 

census was l e s s than 25 ,000; 

(d) Hot more than one such b ranch may be e s t a b l i s h e d i n 

any c i t y , town or v i l l a g e of which t h e p o p u l a t i o n by the 

l a s t d e c e n n i a l census does no t exceed 50 ,000; 

( e ) Not more than two such b r a n c h e s may be e s t a b l i s h e d i n 

any c i t y , town o r v i l l a g e of which the p o p u l a t i o n by the l a s t 

d e c e n n i a l census does no t exceed 100,000; 

( f ) I n any c i t y , town or v i l l a g e the p o p u l a t i o n of which 

exceeds 100,000 the d e t e r m i n a t i o n of the number of b ranches 

which may be e s t a b l i s h e d by n a t i o n a l banks i s l e f t t o the 

Compt ro l l e r of the Currency; and 

(g) ITo such b r a n c h s h a l l be e s t a b l i s h e d or moved f rom 

one l o c a t i o n to a n o t h e r w i t h o u t f i r s t o b t a i n i n g the consen t 

and a p p r o v a l of the Comptro l le r of t h e Currency. 
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(7) The term ""branches" as h e r e u s e d i n c l u d e s any "branch- "bank, 

"branch o f f i c e , "branch agency, a d d i t i o n a l o f f i c e , or any "branch p l a c e 

of "business l o c a t e d i n any S t a t e or t e r r i t o r y of t he U n i t e d S t a t e s or 

i n t h e D i s t r i c t of Columbia where d e p o s i t s a re r e c e i v e d , checks p a i d 

or money l e n t . 

(3) This s e c t i o n of t he McFadden Act does n o t a f f e c t t he e s t a b -

l i s h m e n t or main tenance of b ranches by n a t i o n a l banks i n f o r e i g n coun-

t r i e s or dependenc ie s or i n s u l a r p o s s e s s i o n s of the U n i t e d S t a t e s p u r -

suan t to the p r o v i s i o n s of S e c t i o n 25 of the F e d e r a l Reserve Ac t . 

(9) The words " S t a t e bank*1, " S t a t e banks" , "bank" or "banks" as 

u sed i n t h i s s e c t i o n i n c l u d e s t r u s t companies, s a v i n g s banks or o t h e r 

such c o r p o r a t i o n s or i n s t i t u t i o n s c a r r y i n g on the bank ing b u s i n e s s under 

a u t h o r i t y of S t a t e l a w s , 

( 1 0 ) . N a t i o n a l banks a r e e x p r e s s l y a u t h o r i z e d to t r a n s a c t a t 

b r a n c h e s e s t a b l i s h e d or m a i n t a i n e d i n accordance ^ i t h t he p r o v i s i o n s of 

the McFadden Act any and a l l b u s i n e s s which might be l a w f u l l y t r a n s -

a c t e d a t t h e head o f f i c e . 

(b) S t a t e Member Banks of the Fede ra l Reserve System. Under the 

McFadden Ac t , any S t a t e bank which, on February 25 , 1927, had e s t a b l i s h e d 

and was o p e r a t i n g a b r a n c h or b r anches i n c o n f o r m i t y w i t h the S t a t e law, 

may r e t a i n and o p e r a t e such b ranch or b ranches whi le remain ing or 

upon becoming a member of t h e F e d e r a l Reserve System. I n o t h e r words , 

any nonmember S t a t e bank which, on February 25, 1927, had e s t a b l i s h e d 

and was o p e r a t i n g a b r a n c h or b ranches i n c o n f o r m i t y w i t h the S t a t e 

law and which becomes a member of the Fede ra l Reserve System i s e n t i t l e d 
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by law to r e t a i n such b ranch or b r a n c h e s , r e g a r d l e s s of the number or l o -

c a t i o n t h e r e o f ; and any S t a t e member bank which, on Februa ry 2 5 , 1927, 

had e s t a b l i s h e d and was o p e r a t i n g a b ranch or b r a n c h e s i n c o n f o r m i t y w i th 

the S t a t e law i s l a w f u l l y e n t i t l e d to r e t a i n and o p e r a t e such b r anches 

wh i l e r emain ing a member of the F e d e r a l Beserve System, r e g a r d l e s s of 

the l o c a t i o n or number of such b r a n c h e s . 

The only r e s t r i c t i o n on the e s t a b l i s h m e n t of b ranches by S t a t e 

member banks i s t h a t no S t a t e bank may become a member of the F e d e r a l 

Reserve System or may remain a member of t h e Fede ra l Reserve System ex -

cep t upon r e l i n q u i s h i n g any b ranch or b ranches e s t a b l i s h e d a f t e r Februa ry 

25, 1927, beyond the l i m i t s of the c i t y , town or v i l l a g e i n which the 

p a r e n t bank i s l o c a t e d . I n o t h e r words , no nonmember S t a t e bank may be*-

come a member of the F e d e r a l Reserve System excep t Upon r e l i n q u i s h i n g 

any b r anch or b r a n c h e s e s t a b l i s h e d a f t e r Februa ry 2 5 , 1927, beyond t h e 

l i m i t s of t he c i t y , town or v i l l a g e i n which the p a r e n t bank i s s i t u a t e d ; 

and any S t a t e member bank which e s t a b l i s h e s a b ranch or b ranches beyond 

the l i m i t s of the c i t y , town or v i l l a g e i n which the p a r e n t bank i s 

l o c a t e d a f t e r F e b r u a r y 25, 1927, must e i t h e r r e l i n q u i s h such b r anch or 

b rancnes or g ive up i t s membership i n the F e d e r a l Reserve System. 

The McFadden Act p r e s c r i b e d no l i m i t a t i o n s upon the number of 

b r anches which S t a t e member banks may e s t a b l i s h or m a i n t a i n w i t h i n 

the l i m i t s of the c i t y , town or v i l l a g e i n which the p a r e n t bank i s 

l o c a t e d , nor does i t r e q u i r e any s p e c i f i e d p o p u l a t i o n of the c i t i e s , 

towns and v i l l a g e s i n which S t a t e member banks may e s t a b l i s h or main-

t a i n b r a n c h e s . 
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On the o t h e r hand, no e x c e p t i o n i s made a s to f o r e i g n "branches 
£ 

of S t a t e member "banks and the A t t o r n e y Genera l has h e l d t h a t they may 

not l a w f u l l y e s t a b l i s h f o r e i g n b ranches and remain members of t h e 

F e d e r a l Rese rve System s i n c e the p a s s a g e of the McFadden Act , a l -

though t h e r i g h t of n a t i o n a l banks to e s t a b l i s h f o r e i g n b ranches under 

the p r o v i s i o n s of S e c t i o n 25 of the F e d e r a l Reserve Act i s e x p r e s s l y p r e -

s e r v e d . 

There a r e many i n e q u a l i t i e s i n the b ranch bank ing p r o v i s i o n s 

of the McFadden Act as t h e y a f f e c t n a t i o n a l banks and S t a t e member 

banks , r e s p e c t i v e l y , and to a c e r t a i n e x t e n t t h a t Act f a i l s t o p l a c e 

t h e s e two c l a s s e s of banks on an e q u a l i t y vrith r e s p e c t t o the e s t a b l i s h -

ment of b r a n c h e s . 
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V I I . POLICY OF FSKSRAL RESERVE SYSTEM ON BRANCH BANKING 

1 . Annual Repor t f o r 1915. - I n i t s annual r e p o r t f o r t h e y e a r 1915, 

p . 22 , t h e F e d e r a l Reserve Board recommended to Congress t h a t n a t i o n a l 

banks "be p e r m i t t e d t o e s t a b l i s h b ranch o f f i c e s w i t h i n the c i t y , or w i t h i n 

the county i n which t h e y were l o c a t e d . The Fede ra l Adv i so ry Counc i l , u n -

der d a t e of September 2 l s t and November 16, 1915, had recommended t h a t 

the n a t i o n a l bank a c t be amended so a s to p e r m i t n a t i o n a l banks t o e s -

t a b l i s h b r anches unde r c e r t a i n c o n d i t i o n s . 

2 . Recommendations d u r i n g 1916* C o n s i s t e n t l y w i t h t h i s recommenda-

t i o n , the Board i n 1915 p r e p a r e d and t r a n s m i t t e d t o Congress the d r a f t 

of an amendment t o the F e d e r a l r e s e r v e a c t . I n the terms of t h i s amend-

ment n a t i o n a l banks l o c a t e d i n c i t i e s of 100,000 and over hav ing a 

c a p i t a l and s u r p l u s of $1 ,000 ,000 or more would have been p e r m i t t e d t o 

e s t a b l i s h b ranches w i t h i n the c o r p o r a t e l i m i t s of the c i t i e s i n which 

t hey were l o c a t e d , and any n a t i o n a l banks l o c a t e d i n o t h e r p l a c e s would, 

w i th the a p p r o v a l of t h e Fede ra l Rese rve Board and under such r e g u l a -

t i o n s as the Board might p r e s c r i b e , have been p e r m i t t e d t o e s t a b l i s h 

b ranches w i t h i n t he l i m i t s of the county i n which they were l o c a t e d 

or w i t h i n a r a d i u s of 25 m i l e s , i r r e s p e c t i v e of county l i n e s , b u t 

no t i n any case o u t s i d e the S t a t e or Fede ra l r e s e r v e d i s t r i c t of the 

p a r e n t bank . ( F e d e r a l Reserve B u l l e t i n , p p . 323 ,327; 1916 Annual R e p o r t , 

pp . 29 . 1 4 5 . ) 

Under d a t e of November 20 , 1916, the F e d e r a l Advisory Counci l 

renewed i t s recommendation r e g a r d i n g t he e s t a b l i s h m e n t of b ranches 

by n a t i o n a l banks b u t added t h a t the p r i v i l e g e of e s t a b l i s h i n g b r a n c h e s 
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should apo ly to a l l banks i n the n a t i o n a l 'banking system and not on ly 

to such n a t i o n a l banks as ""ere l o c a t e d i n S t a t e s which p e r m i t t e d S t a t e 

i n s t i t u t i o n s to e s t a b l i s h branch banks . ( See pages 28 and 54 of 1916 

Recommendations). 

An amendment d r a m i n compliance wi th the recommendations of 

the Board was adopted by the Sena te , du r ing 1916, and t o g e t h e r w i th 

o the r amendments was r e f e r r e d to a confe rence committee of the House 

and S e n a t e . I n con fe r ence i t developed t h a t the amendment was no t a c -

c e p t a b l e to the House con fe r ee s and t h e Senate on recommendation of 

i t s c o n f e r e e s r eceded from i t s p r o p o s a l . ( 1916 Annual Repor t , p . 135 . ) 

3 . Annual Repor t f o r 1917. I n i t s 1917 Annual Report to Congress , 

page 33, the Board recommended an amendment t o the Federa l Reserve Act 

to p r o v i d e t h a t any n a t i o n a l bank l o c a t e d i n a c i t y or i n c o r p o r a t e d 

town of more than 100,000 i n h a b i t a n t s , and p o s s e s s i n g a c a p i t a l and 

s u r p l u s of $1 ,000,000 or more, may, under such r u l e s and r e g u l a t i o n s 

as the Fede ra l Reserve Board may p r e s c r i b e , e s t a b l i s h b ranches , no t 

to exceed 10 i n number, w i t h i n the c o r p o r a t e l i m i t s of the c i t y or town 

i n which i t i s l o c a t e d , p rov ided t h a t no such branch s h a l l be e s t a b l i s h e d 

i n any S t a t e i n which n e i t h e r S t a t e banks nor t r u s t companies may law-

f u l l y e s t a b l i s h b r a n c h e s . The Board s t a t e d t h a t " S t a t e banks which 

become members of the Fede ra l r e s e r v e system a r e a l lowed by l a v t o 

r e t a i n any branches which may a l r e a d y be i n e x i s t e n c e and, wi th the 

approva l of the Board, to e s t a b l i s h new b ranches , n a t i o n a l banks r i u c h 

have t aken over S t a t e banks having branches a re p e r m i t t e d to c o n t i n u e 

the o p e r a t i o n s of t he se b ranches . There seems to be no r eason f o r 
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such d i s c r i m i n a t i o n "be t* Men members of the Fede ra l r e s e r v e sys tem, and 

w i t h t h e vievT of p l a c i n g them more n e a r l y upon terms of e q u a l i t y , "be-

s i d e s a f f o r d i n g i n many cases L e t t e r s e r v i c e to the p u b l i c , i t i s recom-

mended t h a t p r o v i s i o n "be made for the e s t a b l i s h m e n t of b ranches b y n a -

t i o n a l banks , unde r p r o p e r l i m i t a t i o n s . " 

4 . Annual Repor t f o r 1918, In i t s Annual Repor t f e r the y e a r 

1918, p , 83, t h e Beard renewed i t s Recommendation, e x p r e s s i n g the o p i n -

ion t h a t n a t i o n a l banks were " a t a s e r i o u s d i s a d v a n t a g e i n mee t ing the 

c o m p e t i t i o n of S t a t e banks wi th b r a n c h e s " , and t ha t " the p r o p e r d e v e l o p -

ment of the F e d e r a l r e s e r v e system makes i t n e c e s s a r y t o c o o r d i n a t e 

as f a r as p o s s i b l e t he powers of a l l member b a n k s . " This c o o r d i n a t i o n 

of powers ceu ld n o t be e f f e c t e d w i t h o u t amendment of e x i s t i n g laws 

unde r which "some member banks , b o t h N a t i o n a l and S t a t e , a r e g i v e n a d -

van tage over o t h e r member b a n k s . " The Board renewed i t s recommendation 

• f p r e v i o u s y e a r s , b e i n g c o n f i d e n t t h a t t h e p roposed amendment would 

"prove b e n e f i c i a l t o the Fede ra l r e s e r v e sys tem, as w e l l a s to t h e com-

m u n i t i e s concerned**. The Federa l Advisory Council a l s o renewed i t s 

recommendation t h a t an amendment of t h i s c h a r a c t e r s h o u l d b e enac ted* 

( p . 6, 1918 Recommendations of F e d e r a l Advisory C o u n c i l . ) 

j?" Developments d u r i n g 1919» I n 1919; a b i l l was p a s s e d by the 

Sena te %'hich p roposed t o a u t h o r i z e n a t i o n a l banks i n c i t i e s of 500 ,0#0 

or more p o p u l a t i o n , h a v i n g a c a p i t a l and s u r p l u s of $ l , t 0 0 . « 0 0 or 

more, to e s t a b l i s h n o t exceed ing IS b ranches w i t h i n the c o r p o r a t e l i m -

i t s of the c i t i e s i n which they were l o c a t e d , p r o v i d e d S t a t e law 

extended a s i m i l a r p r i v i l e g e t o S t a t e banking i n s t i t u t i o n s . Under 
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da t e of September 16, 1919, the F e d e r a l Advisory Counci l u rged t h e 

Fede ra l Reserve Board t o u s e e v e r y e f f o r t to s e c u r e t h e pa s sage of t h i s 

b i l l i n t h e i n t e r e s t of sound bank ing and the g r a n t i n g of equa l bank ing 

f a c i l i t i e s t o a l l p e o p l e i n the same b u s i n e s s , ( p . 19 of 1919 Recon>-

mendat ions of F e d e r a l Adv i so ry Counci l*) 

6« Annual Repor t f o r 1919. The Board i n i t s Annual Repor t f o r 

the y e a r 1919, p . 64, made s u b s t a n t i a l l y the same recommendation r e -

g a r d i n g the b r anch b a n k i n g amendment as i t had made i n i t s Annual Re-

p o r t f o r t h e y e a r 1918, and commented upon the b i l l above r e f e r r e d to 

as f o l l o w s : 

"Under the p r e s e n t law n a t i o n a l banks can n o t a f f o r d 
the same f a c i l i t i e s t o t h e p u b l i c as a r e g iven by S t a t e 
banks hav ing b r a n c h e s , excep t i n cases where S t a t e banks 
and t r u s t companies o p e r a t i n g b r anches have merged wi th 
n a t i o n a l b a n k s , when e x i s t i n g b ranches may be con t inued 
by the n a t i o n a l b a n k s . *** While the boa rd would p r e -
f e r t o have t h i s p r i v i l e g e ( of e s t a b l i s h i n g b r a n c h e s ) 
ex tended t o n a t i o n a l banks i n c i t i e s of n o t l e s s than 
100,000 i n h a b i t a n t s , o r , f a i l i n g t h a t , have the p o p u l a -
t i o n l i m i t r a i s e d to 200 ,000 , i t wishes t o p o i n t out 

t h a t the l i m i t f i x e d i n t he Sena te b i l l does n o t a f f e c t 
the p r i n c i p l e i n v o l v e d , and i t t h e r e f o r e r e s p e c t f u l l y 
recommends once more t h a t n a t i o n a l banks be p e r m i t t e d 
to e s t a b l i s h b r a n c h e s i n c i t i e s i n which they a r e l o -
c a t e d under such l i m i t a t i o n s as i n t he wisdom of Cong-
r e s s may be deemed d e s i r a b l e . " 

7* Recommendation of Agents 1 Conference i n 1921. The Conference 

of F e d e r a l Reserve Agents h e l d i n Oc tobe r , 1921, a d o p t e d a r e s o l u t i o n 

f a v o r i n g the e s t a b l i s h m e n t of b ranches i n the same c i t y i n which a 

n a t i o n a l bank i s l o c a t e d , p r o v i d e d S t a t e banks a r e p e r m i t t e d t h a t 

p r i v i l e g e under S t a t e law, ( pp . 111-115 of p r o c e e d i n g s of Oc tober , 

1921, Conference of F e d e r a l Reserve Agen t s • ) 
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$• Annual r e p o r t f o r 1922. Again i n i t s r e p o r t f o r 1922, 

pages 5 - 6 , the "board commented, b r i e f l y upon b ranch banking d e v e l o p -

ments , n o t i n g t h a t the e s t a b l i s h m e n t of b ranches by the l a r g e r S t a t e 

banks "had gone s# f a r i n a few S t a t e s , n o t a b l y C a l i f o r n i a , and i n 

a few l a r g e c i t i e s , i n c l u d i n g New York, Cleveland and D e t r o i t , as to 

reduce g r e a t l y the number of n a t i o n a l b a n k s . " The board e x p r e s s e d the 

op in ion t h a t t he a c t i o n of t he Comptro l le r of the Currency i n p e r m i t -

t i n g n a t i o n a l banks to open " a d d i t i o n a l o f f i c e s " w i t h i n the c o r p o r a t e 

l i m i t s of the c i t i e s i n which they were l o c a t e d i n S t a t e s which p e r -

m i t t e d b r a n c h bank ing "does no t meet the s i t u a t i o n i n C a l i f o r n i a am 

does no t f u l l y meet i t i n the c i t i e s men t ioned , " and t h a t "an amend-

ment to t h e n a t i o n a l ban :ing a c t a l l o w i n g n a t i o n a l banks the same 

p r i v i l e g e g i v e n t o S t a t e banks i n S t a t e s where b r a n c h banking i s p e r -

m i t t e d i s much to be d e s i r e d . " 

In t h i s c o n n e c t i o n the board n o t e d a s u g g e s t i o n made by the 

J o i n t Commission of A g r i c u l t u r a l I n q u i r y i n i t s r e p o r t t o Congress 

d e a l i n g w i th the p rob lem of r u r a l c r e d i t , to t he e f f e c t t h a t "a s y s -

tem of l i m i t e d b ranch bank ing might f u r n i s h a p o s s i b l e s o l u t i o n of 

t h i s p r o b l e m " . "Open t h i s s u g g e s t i o n the board commented as f o l l o w s : 

"Such systems a r e i n f a c t a l r e a d y e s t a b l i s h e d i n some 
s e c t i o n s of our coun t ry , n o t a b l y i n C a l i f o r n i a , and a p -
p e a r t o have gone f a r toward s o l v i n g the p rob lem. Branch 
banking has lowered the r a t e of i n t e r e s t i n some of the 
l e a d i n g a g r i c u l t u r a l s e c t i o n s of C a l i f o r n i a , and a t the 
same time has p r o v i d e d added s e c u r i t y f o r the d e p o s i t s #f 
the f a r m e r s . There a r e i n t e r e s t i n g ne ighborhood b ranch 
bank ing groups i n o the r S t a t e s , which appea r t o be s e r v -
i n g t h e i r communities w e l l . " 
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£» Animal He-port f o r 1923. F i n a l l y , i n i t s 1923 r e p o r t , page 48 , 

the boa rd n o t e s the d i f f i c u l t i e s which o r i g i n a t e i n the d i f f e r e n c e s of 

S t a t e laws and the c o m p e t i t i v e d i s a d v a n t a g e s under which n a t i o n a l "banks 

o p e r a t e i n S t a t e s which p e r m i t b ranch bank ing , and e x p r e s s e s the hope 

n t h a t i t can "by a d m i n i s t r a t i v e measures f i n d some r e a s o n a b l e method of 

harmoniz ing e x i s t i n g d i f f e r e n c e s of i n t e r e s t of S t a t e and n a t i o n a l banks 

i n t he m a t t e r of b r a n c h bank ing , and t hus l a y the b a s i s f o r a p o l i c y 

which w i l l r e s u l t i n shap ing the development and p r a c t i c e of b r a n c h 

banking i n the U n i t e d S t a t e s a long u s e f u l and s e r v i c e a b l e l i n e s . n 

1 0 . A d m i n i s t r a t i v e P o l i c y of the Board "prior to November, 1923. -

I n a c t i n g upon a p p l i c a t i o n of S t a t e member banks f o r p e r m i s s i o n to e s -

t a b l i s h a d d i t i o n a l b r anches w i t h i n the system the b o a r d , p r i o r to lTo~ 

vemoer, 1923, had c o n s i d e r e d each case upon i t s m e r i t s , g i v i n g con-

s i d e r a t i o n to p u b l i c convenience and t o the p a r e n t bank*s c a p a c i t y f o r 

p r o p e r l y o r g a n i z i n g t h e b ranch and a s s i m i l a t i n g the b u s i n e s s t aken o v e r . 

As a m a t t e r of g e n e r a l p o l i c y r a t h e r t han s p e c i f i c a l l y of b ranch bankixg 

p o l i c y , the board i n i n d i v i d u a l ca se s w i t h h e l d i t s a p p r o v a l u n t i l 

s a t i s f i e d t h a t e s t a b l i s h m e n t of the a d d i t i o n a l b r anch or b ranches i n 

q u e s t i o n would n o t impa i r the so lvency or l i q u i d i t y of the p a r e n t bank . 

I t gave c o n s i d e r a t i o n to the r a t e of expans ion of the g iven branch 

sys tem; c o o r d i n a t i o n of b ranches a l r e a d y a c q u i r e d ; h e a d - o f f i c e c o n t r o l , 

s u p e r v i s i o n , and p e r s o n n e l ; a f f i l i a t i o n w i t h o u t s i d e c o r p o r a t i o n s , 

r e l a t i o n of c a p i t a l and s u r p l u s to d e p o s i t l i a b i l i t i e s , e s p e c i a l l y 

i n r a p i d l y expanding b ranch sys tems; methods of a c q u i r i n g b r a n c h e s ; 

and g e n e r a l l y to l o c a l c o n d i t i o n s and needs i n so f a r a s t h e y could 

be c l e a r l y d e f i n e d . The Beard d i s t i n g u i s h e d b ranches from pay ing and 
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r e c e i v i n g s t a t i o n s no t v e s t e d w i t h d i s c r e t i o n a r y power t o make l o a n s , 

except f o r i n c o n s i d e r a b l e sums and, wh i l e r e s e r v i n g the r i g h t tm r e -

c o n s i d e r i n case such o f f i c e s i n any i n s t a n c e deve loped i n t o f u l l 

f l e d g e d b r a n c h e s , i t made a p p r o v a l of such o u t s i d e o f f i c e s more or l e s s 

a m a t t e r of form, e x c e p t where i t appea red t h a t the expense of m a i n t a i n -

ing them might impa i r the c a p i t a l of the bank . 

Al though the b o a r d had no t f o r m u l a t e d any a r b i t r a r y r u l e r e q u i r -

ing s imu l t aneous examina t ions of head o f f i c e s and b r a n c h e s , i t had nev -

e r t h e l e s s r e g a r d e d any ev idence of i n a b i l i t y on the p a r t of S t a t e a u t h -

o r i t i e s t o conduct p r o p e r examina t ions of banks m a i n t a i n i n g e x t e n s i v e 

b r anch sys tems a s b e i n g i n i t s e l f adequa te j u s t i f i c a t i o n f o r l i m i t i n g 

f u r t h e r expans ion of such sys t ems . I t f e l t t h a t r e s p o n s i b i l i t y f o r the 

conduct of adequa te examina t ions must , i n the case of member as of 

nonrnember banks , be assumed p r i m a r i l y by S t a t e a u t h o r i t i e s r a t h e r t h a n , 

i n the case ef member banks , by the F e d e r a l r e s e r v e bank of the g i v e n 

d i s t r i c t . 

In g e n e r a l , i t may be observed t h a t , p r i o r to November, 1925, 

the boa rd p e r m i t t e d expans ion of member bank branch systems under S t a t e 

s u p e r v i s i o n and c o n t r o l , i n so f a r a s such expans ion was c o n s i s t e n t 

w i th sound banking p r i n c i p l e s of e f f i c i e n t a d m i n i s t r a t i o n , adequa te 

S t a t e s u p e r v i s i o n , a n d complete so lvency . 

11 . R e s o l u t i o n of Hovenfoer 7, 1923,^ On November 7, 1923, 

the F e d e r a l Reserve Board adop ted a r e s e l u ^ f o n (X-3881) f o r m u l a t i n g 

c e r t a i n g e n e r a l p r i n c i p l e s f o r gu idance ef the boa rd i n a c t i n g upon 
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i n d i v i d u a l cases p r e s e n t e d t o i t i n a p p l i c a t i o n s f o r a d m i s s i o r t o mem-

b e r s h i p of S t a t e banks o p e r a t i n g b ranches o u t s i d e the c i t y or town 

or con t iguous t e r r i t o r y i n which the p a r e n t bank was l o c a t e d and i n 

a p p l i c a t i o n s of S t a t e member banks f o r p e r m i s s i o n to e s t a b l i s h such 

b r a n c h e s . 

This r e s o l u t i o n r e a d s as f o l l o w s : 

"Reso lved . That the boa rd con t inue h e r e a f t e r as 
h e r e t o f o r e to r e q u i r e S t a t e banks app ly ing f o r admiss ion 
t o the F e d e r a l r e s e r v e system to ag ree as a c o n d i t i o n of 
membership t h a t t h e y w i l l e s t a b l i s h no b r a n c h e s excep t 
w i t h t h e p e r m i s s i o n of the F e d e r a l Reserve Board; be i t 
f u r t h e r 

"Reso lved , That , as g e n e r a l p r i n c i p l e , S t a t e banks 
w i t h b ranches or a d d i t i o n a l o f f i c e s o u t s i d e of the c o r -
p o r a t e l i m i t s of the c i t y or town i n which t he p a r e n t 
banks a r e l o c a t e d or t e r r i t o r y cont iguous t h e r e t o ought 
n o t be a d m i t t e d t o the F e d e r a l r e s e r v e sys tem excep t 
upon c o n d i t i o n t h a t they r e l i n q u i s h such b ranches or 
a d d i t i o n a l o f f i c e s ; be i t f u r t h e r 

"Reso lved , That , as g e n e r a l p r i n c i p l e , S t a t e banks 
which a r e members of the F e d e r a l r e s e r v e sys t em, ought 
n o t be p e r m i t t e d to e s t a b l i s h or m a i n t a i n b r a n c h e s or 
a d d i t i o n a l o f f i c e s o u t s i d e the c o r p o r a t e l i m i t s of the 
c i t y or town i n which the p a r e n t bank i s l o c a t e d or 
t e r r i t o r y con t iguous t h e r e t o ; be i t f u r t h e r 

"Reso lved , That i n a c t i n g upon i n d i v i d u a l a p -
p l i c a t i o n s of S t a t e banks f o r admiss ion to the F e d e r a l 
r e s e r v e sys tem and i n a c t i n g upon i n d i v i d u a l a p p l i c a -
t i o n s of S t a t e banks which a r e members of t h e F e d e r a l 
r e s e r v e sys tem f o r p e r m i s s i o n to e s t a b l i s h b ranches 
or a d d i t i o n a l o f f i c e s , the b o a r d , on and a f t e r February 
1 , 1924, w i l l be gu ided g e n e r a l l y by the above p r i n -
c i p l e s ; be i t f u r t h e r 

"Resolved , That the term * t e r r i t o r y * con t iguous 
t h e r e t o 1 a s u s e d above s h a l l mean the t e r r i t o r y of a c i t y 
or town whose c o r p o r a t e l i m i t s a t some p o i n t c o i n c i d e 
w i t h the c o r p o r a t e l i m i t s of the c i t y or town i n which 
the p a r e n t bank i s l o c a t e d ; be i t f u r t h e r 
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n Reso lved . That t h i s r e s o l u t i o n i s n e t i n t e n d e d tm 

a f f e c t the s t a t u s of any "branches or a d d i t i o n a l o f f i c e s 
e s t a b l i s h e d p r i o r to February 1, 1924, e i t h e r t hose of 
banks a t the p r e s e n t time members of the F e d e r a l r e s e r v e 
sys tem or t h o s e of banks s u b s e q u e n t l y a p p l y i n g f o r mem^ 
b e r s h i p i n s a i d sys tem. n 

The Fede ra l Adv i so ry Counci l , however, was no t i n c l i n e d t# 

f a v o r t h i s r e s o l u t i o n . Under da te of November 19, 1923, i t s t a t e d wit. 

r e f e r e n c e to the r e s o l u t i o n t h a t " i t b e l i e v e s t h a t the r e s o l u t i o n , i f 

c a r r i e d i n t o e f f e c t , w i l l g i v e a p o s i t i o n of monopoly to those S t a t e 

banks t h a t have e s t a b l i s h e d S t a t e - w i d e system of b r a n c h e s , whi l e thos 

S t a t e banks t h a t have r e f r a i n e d from b ranch banking w i l l be p l a c e d 

i n a p o s i t i o n of g r e a t d i s a d v a n t a g e . " ( p . 11 ef 1,925 Recommendations 

of F e d e r a l Advisory C o u n c i l . ) 

12 . Recommendations r e McFadden B i l l . On Februa ry 11, 1924, 

the s o - c a l l e d McFadden b i l l was i n t r o d u c e d i n Congress g i v i n g to n a -

t i o n a l bank the r i g h t t c e s t a b l i s h b ranches and imposing some r e -

s t r i c t i o n s upon the e s t a b l i s h m e n t of b ranches by S t a t e member hanks 

of the F e d e r a l r e s e r v e sys tem. As has been shown ahove , t he Board 

had r e p e a t e d l y recommended the enactment #f l e g i s l a t i o n a u t h o r i z i n g 

the e s t a b l i s h m e n t of domes t i c b ranches by n a t i o n a l banks and a num-

b e r ef b i l l s d e s i g n e d to accompl ish t h i s g e n e r a l pu rpose were i n t r o -

duced f rom time to t i m e . These b i l l s were i n v a r i o u s forms and con-

t a i n e d v a r i o u s l i m i t a t i o n s and r e s t r i c t i o n s , bu t none of them was 

ever p a s s e d by Congress . 
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On May 26, 1924, and A p r i l 23, 1926, i n l e t t e r s addressed. 

to Congressman McFadden and Senator McLean, r e s p e c t i v e l y , the Board 

e x p r e s s e d i t s g e n e r a l a p p r o v a l of the McFadden h i l l . The F e d e r a l Ad-

v i s o r y Counci l i n 1924, 1925 and 1926 a l s o recommended enactment of 

the h i l l * and on Feb rua ry 25, 1927, i t was f i n a l l y e n a c t e d i n t o la-?. 

13. A d m i n i s t r a t i v e P o l i c y d u r i n g 1924. At i t s meet ing on 

J a n u a r y 7, 1924, the Board gave c o n s i d e r a t i o n to t he a p p l i c a t i o n s 

of t h r e e "banks f o r p e r m i s s i o n to e s t a b l i s h "branches f rom time to time 

over a p e r i o d of s e v e r a l months i n accordance w i t h con templa ted p r o -

grams of development , and adopted a r e s o l u t i o n to the fo l lowing e f f e c t : 

That no "blanket a u t h o r i t y t o e s t a b l i s h b ranches would be g r a n t e d ; 

t h a t each a p p l i c a t i o n must be p r e s e n t e d s e p a r a t e l y i n r e g u l a r form 

and manner, s u b j e c t to app rova l of t h e S t a t e banking a u t h o r i t i e s and 

a recommendation of the F e d e r a l r e s e r v e bank of the d i s t r i c t ; t h a t a p -

p l i c a t i o n s t o e s t a b l i s h b ranches i n non-con t iguous t e r r i t o r y , f i l e d 

b e f o r e Februa ry 1 ( unde r the b o a r d ' s r e s o l u t i o n of ITovember 7 ) might 

be c o n s i d e r e d by the Board a f t e r t h a t d a t e ; and t h a t the boa rd r e -

s e r v e d r i g h t t o p a s s on each a p p l i c a t i o n on i t s m e r i t s . ( See X-3937, ) 

14. R e g u l a t i o n s of 1924. On March 27 , 1924, the board i s s u e d 

a r e v i s e d and f u r t h e r e l a b o r a t i o n of i t s r e g u l a t i o n s f o r m u l a t e d under 

t h a t g e n e r a l p r o v i s i o n of the Fede ra l r e s e r v e a c t which a u t h o r i z e d 

i t to p r e s c r i b e c o n d i t i o n s of membership f o r S t a t e banking i n s t i t u t i o n s 

a p p l y i n g f o r admiss ion t o the sys tem. In these r e g u l a t i o n s , as amended 

a month l a t e r , on A p r i l 7, the board took occas ion to g i v e more f o r m a l 

s t a t e m e n t than i t had p r e v i o u s l y g i v e n to p r i n c i p l e s which would govern 

i t i n approv ing the e s t a b l i s h m e n t of b r a n c h e s . 
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By S e c t i o n IV of i t s R e g u l a t i o n H, as amended A p r i l 7, 1924, 

the Board s t a t e d t h a t i t would p r e s c r i b e the f o l l o w i n g c o n d i t i o n s of 

membership f o r e v e r y S t a t e 'bank t h e r e a f t e r a d m i t t e d to the F e d e r a l Re-

serve System: 

" (4) Such hank or t r u s t company s h a l l n o t , excep t 
a f t e i a p p l y i n g f o r and r e c e i v i n g the p e r m i s s i o n of the 
F e d e r a l Reserve Board , e s t a b l i s h any b ranch , agency, 
or a d d i t i o n a l o f f i c e . 

n (5 ) Such bank or t r u s t connany, except a f t e r a p p l y -
i n g f o r and r e c e i v i n g the p e r m i s s i o n of the F e d e r a l Re-
s e r v e Board, s h a l l no t c o n s o l i d a t e w i t h or absorb or 
p u r c h a s e the a s s e t s of any o t h e r bank or b ranch bank 
f o r the pu rpose of o p e r a t i n g such bank or b r anch bank 
as a b ranch of t he app ly ing bank; nor d i r e c t l y or i n -
d i r e c t l y , th rough a f f i l i a t e d c o r p o r a t i o n s or o t h e r w i s e , 
a c q u i r e an i n t e r e s t i n a n o t n e r bank i n e x c e s s of 20 p e r 
cen t of t he c a p i t a l s t o c k of such o the r bank; nor d i r e c t l y 
or i n d i r e c t l y promote the e s t a b l i s h m e n t of any new bank 
f o r the pu rpose of a c q u i r i n g such an i n t e r e s t i n i t ; nor 
make any a r r angemen t to a c q u i r e such an i n t e r e s t . " 

Tnese c o n d i t i o n s ^ e r e p r e s c r i b e d f o r a l l S t a t e brinks and t r u s t 

companies " 'hich were a d m i t t e d t o membership between A p r i l 7, 1924, and 

February 2o, 1927, and were c o n d i t i o n a l l y p r e s c r i b e d f o r a l l i n s t i t u t i o n s 

admitced oetween F e b r u a r y 26, 1927, and vanuary S, 1928. P r i o r t o 

A p r i l 7, 192-1, t h e s e c o n d i t i o n s , or c o n d i t i o n s s u b s t a n t i a l l y s i m i l a r 

t n e r e t o , -ere p r e s c r i b e d f o r s p e c i a l r e a s o n s f o r a number of S t a t e banks 

and t r u s t companies a d m i t t e d to the System. 

I n S e c t i o n VI of the same R e g u l a t i o n , the Board s t a t e d the a d -

m i n i s t r a t i v e p o l i c y which i t ,vrould pu r sue i n a c t i n g upon a p p l i c a t i o n s 

l o r p e r m i s s i o n to e s t a b l i s h b ranches unde r t he se c o n d i t i o n s of member-

sh ip as f o l l o w s : 
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" SECTION 71 . PRIKCIPUJS GGV^ 'irG- hSTABLISHi/EITT OF BRA2TCELS. 

" In passing; u i o n a p p l i c a t i o n s by S t a t e banlcs and t r u s t 
companies f o r p e r m i s s i o n to e s t a b l i s h b r a n c h e s , agenc ie s or 
a d d i t i o n a l o f f i c e s , under c o n d i t i o n 2To. 4 of Sec t i on IV, or 
unde r any s i m i l a r c o n d i t i o n "'hich nay have "been p r e s c r i b e d 
by the Federa l Reserve Board rad agreed to by any bank or 
t r u s t company h e r e t o f o r e adini t ted to the Federa l r e s e r v e sys tem, 
the Fede ra l Reserve Board r i l l observe the f o l l o w i n g p r i n c i p l e s 

"(1) The F e d e r a l Reserve Board r i l l as a g e n e r a l p r i n c i p l e 
r e s t r i c t the e s t a b l i s h m e n t of b r anches , a g e n c i e s or a d d i t i o n a l 
o f f i c e s by such banks or t r u s t companies to the c i t y of l o c a -
t i o n of the p a r e n t bank and the t e r r i t o r i a l a r e a w i t h i n the 
S t a t e cont iguous t h e r e t o , as s a i d t e r r i t o r y has been d e f i n e d 
i n the b o a r d ' s r e s o l u t i o n of November 7, 192Z, excep t ing i n 
i n s t a n c e s where the S t a t e banking a u t h o r i t i e s have c e r t i f i e d 
and tne boa rd f i n d s t h a t p u b l i c n e c e s s i t y and advantage r e n d e r 
a d e p a r t u r e f rom the p r i n c i p l e n e c e s s a r y or d e s i r a b l e . 

i 
11 (2) The Fede ra l Feserve Board as a g e n e r a l p r i n c i p l e 

w i l l no t c o n s i d e r an a p p l i c a t i o n by such bank or t r u s t company 
i o r a p e r m i t to e s t a b l i s h a b ranch , agency or a d d i t i o n a l o f f i c e , 
u n l e s s the a u t h o r i t i e s of the S t a t e i n which such bank i s 
l o c a t e d r e g u l a r l y make s imul taneous examinat ions of the 
head o f f i ce and a l l branche s , r:g e n c i e s or addi t i onal 
o f f i c e s of sucn bank, nor u n l e s s the examina t ions made 
oy the S t a t e a u t h o r i t i e s a r e , i n the judgment of the Fed-
e r a l Reserve Board, of such c h a r a c t e r i n eve ry r e s p e c t as 
to f u r n i s h the Fede ra l Reserve Board • v i th s u f f i c i e n t i n -
formacion as to tne c o n d i t i o n of such bank and the char -
a c t e r of i t s management to enable the Federa l Reserve 
Board f u l l y to p r o t e c t the i n t e r e s t s of the p u b l i c . 

11 (3) The F e d e r a l Reserve Board as a g e n e r a l p r i n c i p l e 
r i l l r e q u i r e each bank or t r u s t company which e s t a b l i s h e s 
or ma in t a in s b r a n c h e s , agenc ies or a d d i t i o n a l o f f i c e s to 
m a i n t a i n f o r i t s e l f and such b r a n c h e s , agenc ie s or a d d i -
t i o n a l o f f i c e s an adecua te r a t i o of c a p i t a l to t o t a l l i a b -
i l i t i e s and an aaecua t e p e r c e n t a g e of i t s t o t a l i nves tmen t s 
i n the form of pape r or s e c u r i t i e s e l i g i b l e f o r d i s c o u n t 
or purchase by Fede ra l r e s e r v e banks . 

"(-1-) The Fede ra l Reserve Board r i l l no t cons ide r any 
a p p l i c a t i o n to e s t a b l i s h a b r a n c h , agency or a d d i t i o n a l 
o i i i c e u n t i l the S t a t e banking a u t h o r i t i e s have aooroved 
the e s t a b l i s h m e n t of such b r a n c h , agency or a d d i t i o n a l 
of n e e , and the d i r e c t o r s or execu t ive committee and the 
F e d e r a l r e s e r v e agen t of the Fede ra l r ecurve bank of t h e 
d i s t r i c t i n which such bank or t r u s t comna. >y i s l o c a t e d 
have made a r e p o r t upon tne f i n a n c i a l cond i t i on of the 
a-v-lying bank or t r u s t company, the g e n e r a l c h a r a c t e r of 
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" ' i t s management, wliat e f f e c t t h e e s t a b l i s h r c e n t of ^uch u-ranch* 
agency or a d d i t i o n a l o f f i c e ^oulcL have upon o t h e r t ^ n k s or 
b r a n c h e s i n t h e l o c a l i t y i n which i t i s to be e s t a b l i s h e d , 
and whether i n t h e i r o n i ^ i o n , i t would he i n the i n t e r e s t 
of the p u b l i c i n such l o c a l i t y , t o g e t h e r w i th t h e i r recom-
mendat ion as to whether or no t the a p p l i c a t i o n shou ld be 
g r a n t e d . 

n (5) When p e r m i s s i o n i s g r a n t e d f o r the e s t a b l i s h m e n t 
of such b r a n c h , agency or a d d i t i o n a l o f f i c e same s h a l l be 
e s t a b l i s h e d and opened, f o r b u s i n e s s w i t h i n s i x months a f t e r 
such p e r m i s s i o n i s g r a n t e d . I f such b r a n c h , agency or 
a d d i t i o n a l o f f i c e i s no t e s t a b l i s h e d w i t h i n such t ime t h e 
p e r m i t s h a l l become v o i d , u n l e s s the time i s ex tended by 
the boa rd f o r good cause , 

"(6) The F e d e r a l Reserve Board r e s e r v e s the r i g h t to 
c a n c e l any p e r m i t which i t may g r a n t h e r e a f t e r t o e s t a b l i s h 
any b r a n c h , agency or a d d i t i o n a l o f f i c e whenever i t s h a l l 
a p p e a r , a f t e r h e a r i n g , t h a t such b ranch , agency or a d d i t i o n a l 
o f f i c e i s b e i n g o p e r a t e d i n a manner c o n t r a r y t o the i n t e r -
e s t of the p u b l i c i n the l o c a l i t y i n which i t i s e s t a b l i s h e d . 1 1 

15» A f t e r t h e McFadden Ac t . As a r e s u l t of t he amendments to t he 

F e d e r a l Reserve Act c o n t a i n e d i n the McFadden Ac t , the Board i s s u e d a 

new s e t of r e g u l a t i o n s a p p l i c a b l e t o member banks which became e f f e c t i v e 

on J a n u a r y 3 , 1928, B e f o r e these new r e g u l a t i o n s became e f f e c t i v e and 

a f t e r the pas sage of t h e McFadden Ac t , a numoer of S t a t e banks and 

t r u s t companies were a d m i t t e d to membership i n the System. These banks 

and t r u s t companies were a d m i t t e d s u b j e c t to c e r t a i n c o n d i t i o n s of mom-

b o r s h i p which u s u a l l y i n c l u d e d t he c o n d i t i o n s i n the 1924 R e g u l a t i o n s 

r e g a r d i n g t n e e s t ao l i s i i rnen t of d r anches , and such c o n d i t i o n s were s u b j e c t 

to any cnanges win en t n e Board found t o be n e c e s s a r y on account of the 

an,.elements t o tne F e d e r a l Reserve Act c o n t a i n e d i n the McFadden Act• A f t e r 

the BoarcUs 1923 R e g u l a t i o n s became e f f e c t i v e ( J a n u a r y 192%) t h e s e "banks 

•'%reio a d v i s e a of tne new c o n d i t i o n s of memborsnip to which thf>y ^ e r e s u b j e c t . 
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As the McFadden Act p r o s c r i b e d , the c o n d i t i o n s under which "branches might 

be established by State mssiber bankst the Board?1 did not include a con-

d i t i o n i n t h e s e new r e g u l a t i o n s i n t h a t connect ion# I n S e c t i o n V of 

R e g u l a t i o n H, however, i t s t a t e d i t s i n t e r p r e t a t i o n of the p r o v i s i o n s 

of t h e McFadden Act r e g a r d i n g b ranches of S t a t e member banks a s f o l l o w s ; 

"1 . Any S t a t e member bank which, on Februa ry 15, 1927, 
had e s t a b l i s h e d and was a c t u a l l y o p e r a t i n g a b r anch or b r a n c h e s 
i n c o n f o r m i t y w i t h t h e S t a t e law i s p e r m i t t e d to r e t a i n and 
o p e r a t e the same w h i l e remain ing a member of t h e Fede ra l r e -
s e r v e sys tem, r e g a r d l e s s of t h e l o c a t i o n of such b ranch or 
b r a n c h e s . 

M2. Any nonmember S t a t e bank which, on Februa ry 25 , 1927, 
had e s t a b l i s h e d and was a c t u a l l y o p e r a t i n g a b r a n c h or b ranches 
i n c o n f o r m i t y w i t h S t a t e law may, i f o t h e r w i s e e l i g i b l e , become 
a member of t h e F e d e r a l Reserve system and r e t a i n and o p e r a t e 
such b r a n c h e s , r e g a r d l e s s of t h e i r l o c a t i o n . 

"3 . I n o r d e r to remain a member of the F e d e r a l r e s e r v e 
sy s t em, eve ry S t a t e member bank must r e l i n q u i s h any b r anch or 
b r a n c h e s e s t a b l i s h e d a f t e r Februa ry 25 , 1927, beyond the c o r -
p o r a t e l i m i t s of t he c i t y , town, or v i l l a g e i n which the p a r e n t 
bank i s s i t u a t e d , 

"4 . Any S t a t e member bank which e s t a b l i s h e s any b r a n c h or 
b r anches a f t e r Feb rua ry 25, 1927, beyond the c o r p o r a t e l i m i t s 
of the c i t y , town, or v i l l a g e i n which the p a r e n t bank i s s i t -
u a t e d mast e i t h e r (a ) r e l i n q u i s h such branch or b ranches or 
(b) f o r f e i t a l l r i g h t s and p r i v i l e g e s of membership and s u r -
r e n d e r i t s s t o c k i n the Fede ra l r e s e r v e bank . 

"5 . Mo S t a t e bank which has e s t a b l i s h e d any b ranches 
subsequen t to Feb rua ry 25 , 1927, beyond the c o r p o r a t e l i m i t s 
of the c i t y , town, or v i l l a g e i n which the p a r e n t bank i s 
s i t u a t e d may become a member of the F e d e r a l r e s e r v e sys tem 
e x c e p t upon r e l i n q u i s h m e n t of eve ry such b r a n c h • 

"6 . S t a t e member banks may e s t a b l i s h b r a n c h e s w i t h i n 
the c o r p o r a t e l i m i t s of t he c i t y , town, or v i l l a g e i n which the 
p a r e n t bank i s s i t u a t e d w i t h o u t o b t a i n i n g p e r m i s s i o n of 
the F e d e r a l Rese rve Board . 
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V I I I . POLICY OF FiilOSRAL aSSjfoVj SYSIZH GIT CHA.IH BAMI17&. 

1 . Condi t ions of ifeinbeyshj-n. p r i o r to thv enactment of the Mo 

Fadden A c t , t he Board p r e s c r i b e d c o n d i t i o n s of membership unde r Thick 

S t a t e banks cou ld be a d m i t t e d t o t h e F e d e r a l r e s e r v e sys tem, i n o r d e r 

to e f f e c t some degree of c o n t r o l over chair, bank ing . One of the con-

d i t i o n s " ' i i h " 'hich S t a t e banks e n t e r i n g t h e F e d e r a l r e s e r v e sys tem 

were req .^ i iod t o comply, r e ads a s f o l l o w s : 

" (5 ) Such bank or t r u s t company, e x c e p t a f t e r 
a p p l y i n g f o r and r e c e i v i n g the p e r m i s s i o n of the 
F e d e r a l Reserve Board , s h a l l n o t c o n s o l i d a t e " i t h or 
a b s o r b or u r c h a s e the a s s e t s of any o the r bank or 
b r a n c h bank f o r t h e purpose of o p e r a t i n g such bank or 
b r a n c h bank as a b r anch of the app ly ing bank; nor 
d i r e c t l y or i n d i r e c t l y , th rough a f f i l i a t e d c o r p o r a -
t i o n s or o t h e r w i s e , a c q u i r e an i n t e r e s t i n a n o t h e r 
bank i n exces s of 20 p e r cen t of the c a p i t a l s t o c k 
of such o t h e r bank; nor d i r e c t l y or i n d i r e c t l y p r o -
mote the e s t a b l i s h m e n t of any new bank f o r t h e 
p u r p o s e of a c q u i r i n g such an i n t e r e s t i n i t ; nor 
make any a r r angemen t to a c q u i r e such an i n t e r e s t . " 

This c o n d i t i o n of membership was i n c o r p o r a t e d i n the B o a r d ' s 

R e g u l a t i o n s of 1924 and -7as p r e s c r i b e d f o r every S t a t e Bank a d m i t -

t e d to membership be tween A p r i l 7, 1924, and J a n u a r y 5 , 1928. As a 

r e s u l t of an amendment t o S e c t i o n 9 c o n t a i n e d i n the McFadden Act 

(Feb rua ry 25, 1927,) t h e r e Iz some doubt whether t he Board now has 

a u t h o r i t y to p r e s c r i b e t h i s broad c o n d i t i o n and, t h e r e f o r e , i t has 

been u n a b l e to e x e r c i s e the same d e c r e e of c o n t r o l over cha in b a n k i n g . 

I t h a s , however, p r e s c r i b e d the f o l l o w i n g c o n d i t i o n of membership 

f o r eve ry S t a t e bank or t r u s t company a d m i t t e d to membership s i n c e 

J a n u a r y 3 , 1928. 
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11 (3) Except a f t e r ap " ly ing f o r and r e c e i v i n g tiie 
p e r m i s s i o n of the F e d e r a l Heserve Board, sach t a n k 
or t r u s t company s h a l l no t a c q u i r e an i n t e r e s t i n 
any o t h e r bank or t r u s t company, through the p u r -
chase of s t o c k i n such o t h e r bank or t r u s t company t" 

2 . Recommendations f o r L e g i s l a t i o n , As e a r l y as J anua ry 8 , 1926, 

the Board a d d r e s s e d a l e t t e r to Congressmen McFadden (X-4500) recom-

mending t h a t t h e r e be i n c o r p o r a t e d i n the ponding McFadden b i l l c e r -

t a i n p r o v i s i o n s d e s i g n e d to secure adequa te i n f o r m a t i o n r e g a r d i n g n a -

t i o n a l and S t a t e member banks which a r e c l o s e l y r e l a t e d i n management, 

o p e r a t i o n or i n t e r e s t s t o o t h e r bank ing i n s t i t u t i o n s and , i n p a r t i c u l a r , 

t o a f f o r d some check upon the abuses f r e q u e n t l y o c c u r r i n g from c h a i n 

b a n k i n g . These s u g g e s t i o n s were n o t adopted by Congress . A copy of 

the B o a r d ' s l e t t e r i s a t t a c h e d h e r e t o as E x h i b i t DD. 

5 . Correspondence r / i t h Hon. Louis T. McFadden re A d m i n i s t r a t i v e 

C o n t r o l . - Under d a t e of May 2 , 1927, Congressman McFadden a d d r e s s e d 

a l e t t e r to the Compt ro l l e r of the Currency, s u g g e s t i n g t h a t he adop t 

a d m i n i s t r a t i v e measures c a l c u l a t e d to c o n t r o l or p r e v e n t the growth 

of c h a i n banking among n a t i o n a l banks and s e n t a copy of h i s l e t t e r t o 

t h e F e d e r a l Rese rve Board w i t h the s u g g e s t i o n t h a t the Board shou ld 

adopt s i m i l a r a d m i n i s t r a t i v e measures w i t h r e f e r e n c e to S t a t e member 

banks of the F e d e r a l r e s e r v e sys tem. The Board, unde r d a t e of May 18, 

1928, (X-4854) , r e p l i e d t h a t i t was p o w e r l e s s unde r the law to t a k e 

any such a c t i o n . The Board c a l l e d a t t e n t i o n t o the f a c t t h a t i t 

had s u g g e s t e d l e g i s l a t i o n a long t h i s l i n e , bu t t h a t Congress had n o t 

adopted i t s s u g g e s t i o n s , and a l s o c a l l e d a t t e n t i o n to t h e f a c t 
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t h a t Congress i n the McFadden Act had amended the law bo as a p p a r e n t l y 

to t ake away the B o a r d ' s power t o c o n t r o l t h i s p r a c t i c e th rough con-

d i t i o n s of membership. The B o a r d ' s l e t t e r , a copy of which i s a t t a c h e d 

as Z t h i b i t IS ?•, concluded w i t h t h e s t a t e m e n t t h a t the remedy l i e s 

wi th Congress . 

4 , Annual Repo r t s f o r 19.27 and 1928> In a d d i t i o n to the c o r -

respondence v ' i i h Congressman McFadden above r e f e r r e d t o , the Board has 

i n i t s annua l r e p o r t s f o r the yea r s 1927 and 1928 b rough t t o t he a t -

t e n t i o n of Congress t he f a c t t h a t the expanding o p e r a t i o n s of f i n a n -

c i a l companies s p e c i a l i z i n g i n the pu rchase of hank s t o c k have p r e -

s e n t e d s p e c i a l problems to F e d e r a l and S t a t e o f f i c i a l s charged w i t h 

the r e s p o n s i b i l i t i e s of "bank s u p e r v i s i o n . I t was p o i n t e d out t h a t 

such companies have been o rgan ized i n i n c r e a s i n g numbers and t h a t 

s i n c e they a r e n o t d i r e c t l y engaged i n the b u s i n e s s of banking a s 

d e f i n e d i n Fede ra l and S t a t e s t a t u t e s , they have no t been s u b j e c t 

t o s u p e r v i s i o n or r e g u l a r examina t ion by banking a u t h o r i t i e s . (See 

pages 31-32 of 1927 Annual R e p o r t . ) The d i f f e r e n c e between b ranch 

and chair: bt -iking was e x p l a i n e d and i t was p o i n t e d out t h a t t he more 

c o n s i d e r a b l e developments i n cha in banking have been g e n e r a l l y i n 

S t a t e s which p r o h i b i t the e s t a b l i s h m e n t of b ranch o f f i c e s by b a n k s . 

Tne c h a i n banking s i t u a t i o n i n the U n i t e d S t a t e s was a l s o summarized 

f o r the i n f o r m a t i o n of Congress . ( See gages 50-31 of the 1928 

Annual R e p o r t . ) 
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5 . Conferences of Fede ra l Reserve A ^ e - t s and gove rnor s of F e d e r a l 

Reserve Banks i n 1927 and 1923. The 1527 f a l l c o n f e r e n c e s of f e d e r a l 

r e s e r v e "bank Governors and Federa l r e s e r v e a g e n t s c o n s i d e r e d the deve lop 

ment of i n v e s t m e n t companies f o r t h e pu rchase of bank s t o c k , and t he 

F e d e r a l r e s e r v e a g e n t s were of t he o p i n i o n t h a t a dangerous s i t u a t i o n 

i s d e v e l o p i n g which shou ld "be Drought t o t h e a t t e n t i o n of the F e d e r a l 

Reserve Board and the bank ing a u t h o r i t i e s ^ i t h the view t h a t some 

l e g i s l a t i o n shou ld be o b t a i n e d p l a c i n g such companies under the j u r i s -

d i c t i o n of the bank ing d e p a r t m e n t s . The F e d e r a l r e s e r v e bank Governors 

f e l t t h a t t he p o s s i b l e dangers i n c i d e n t to a w i d e s p r e a d development 

of such companies make i t a m a t t e r f o r the c o n s i d e r a t i o n of t h e F e d e r a l 

r e s e r v e sys tem. The Governors d i s c u s s e d t h i s q u e s t i o n f u r t h e r a t t h e i r 

A p r i l , 1928, Conference and whi le n o t h i n g d e f i n i t e was recommended, 

i t was s bated t h a t t he q u e s t i o n i s a m a t t e r t h a t d e s e r v e s t h o u g h t f u l 

c o n s i d e r a t i o n . 

6 . Committee t o S tudy Chain Banking» The q u e s t i o n of b r a n c h , 

cha in and group bank ing development i n the Un i t ed S t a t e s w i t h p a r -

t i c u l a r r e f e r e n c e to t h e e f f e c t s of bank s t o c k ownersh ip by i n v e s t -

ment t r u s t s and h o l d i n g c o r p o r a t i o n s , was c o n s i d e r e d by the F e d e r a l 

Advi so ry Council i n 1929, and , on November 19, 1929, i t recommended 

t h a t , 11 The F e d e r a l Reserve Board a p p o i n t a committee to s t u d y the 

m e r i t s of t h e b ranch bank ing sys tem as p r a c t i c e d i n t h i s and o t h e r 

c o u n t r i e s , ( c o n d i t i o n s i n Canada b e i n g a p p a r e n t l y more comparable 

wi th our own), the g roup or cha in banking system as deve loped 
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i n t h i s coun t ry ana else-There, ana the u n i t banki:„; system of t h i s and 

o the r c o u n t r i e s ; and f u r t h e r , the e f f e c t of ovmeichip of "bank s t o c k s 

by i i iv : s tmout t r u s t s and ho ld ing c o r p o r a t i o n s , i n o rder t h a t the Fedei> 

Besvrvo ,-ioard may "be i n p o s s e s s i o n of a c c u r a t e and a u t h o r i t a t i v e i ._for-

mation on t h i s m i n o r t a u t s u b j e c t . " 

The December, 1929, Conference of Federa l r e s e r v e baxuc Gover-

nors aud Fede ra l r e s e r v e a g e n t s vo ted to concur i n and endorse the 

recommendation of tno jfodural Auvisory Council t h a t a committee be 

appo in tee to s t u d y the s u b j e c t of 'branch, chain and group hank ing . 

Accord ing ly , on February 27, 1930, the Board appo in t ed a 

committee f o r t h i s pu rpose , naming as members t h e r e o f , Messrs . G-olden-

vreiser and Smead of the Boa rd ' s s t a f f , and Messrs . Rounds, Fleming 

and Clerk , Deputy Governors of the Fede r a l r e s e r v e banks of liew York, 

Cleve land ana San F r a n c i s c o , r e s p e c t i v e l y . 
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IX. BiM FAILURES 

In connec t ion w i th t h e s u b j e c t of b ranch , grout) and chain banking , 

some c o n s i d e r a t i o n must be g iven t o the u n f o r t u n a t e l y l a r g e number of 

bank suspens ions and f a i l u r e s i n the Uni ted S t a t e s , e s p e c i a l l y i n view 

of t h e f a c t t h a t the advoca tes of b ranch banking contend t h a t the solution, 

of the problem of bank f a i l u r e s l i e s i n the s u b s t i t u t i o n of b ranches of 

s t r o n g , w e l l managed banks f o r sma l l , u n i t banks i n the r u r a l communit ies. 

F o r t u n a t e l y , the Fede ra l Reserve Board has r e l i a b l e s t a t i s t i c s w i th r ega rd 

to bank f a i l u r e s and has made some s tudy of the causes of these f a i l u r e s . 

1 . Federa l Reserve Boa rd ' s Annual Re-port f o r the Year 1926. - On 

pages 3.0 t o 13, i n c l u s i v e , of the t e x t of t h i s r e p o r t , the Board c a l l e d 

a t t e n t i o n to t h e f a c t t h a t , dur ing t h e yea r 1926, 956 banks wi th d e p o s i t s 

of n e a r l y $275,000,000 had suspended, a s compared wi th 512 suspens ions 

i n v o l v i n g d e p o s i t s of about $175,000,000 i n 1925, and 777 suspens ions i n -

v o l v i n g d e p o s i t s of about $215,000,000 i n 1924. Ce r t a in s t a t i s t i c s were 

g iven wi th r e f e r e n c e to the number and p e r c e n t a g e of member and nonmember 

bank f a i l u r e s and the causes of t he se f a i l u r e s were d i s c u s s e d b r i e f l y . One 

of the fundamenta l causes appeared to be t h a t i n many communities, and 

e s p e c i a l l y i n smal l communities, t h e r e were more b&nks than could p r o f i t a b l y 

engage i n the l o c a l banking b u s i n e s s and many of t h e s e banks had i n s u f f i c i e n t 

c a p i t a l . A s t a t i s t i c a l t a b l e brought out the f a c t t h a t n e a r l y t w o - t h i r d s of 

the bonks which f a i l e d dur ing 1926 had a c a p i t a l of $25,000 or l e s s and 

were s i t u a t e d i a towns of l e s s than 1 ,000 i n h a b i t a n t s . 

The s i t u a t i o n d e s c r i ced m the f o l l o w i n g p a r a g r a p h , appea r ing on 

page 12, undoubtedly accounts f o r the p r e s e n t tendency to b u i l d up c h a i n s ' 

of banks wi th s t r o n g u&-agcrnent or s u p e r v i s i o n i n view of the l e g a l re— 
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s t r i c t i o n s on branch "banking: 

"Some smal l basics in smal l communities have found 
i t d i f f i c u l t t o make adequate e a r n i n g s by conduct ing 
t h e i r b u s i n e s s a long s t r i c t l y conse rva t i ve l i n e s , and 
have no t been ab l e to a f f o r d the expense of engaging 
s k i l l f u l and expe r i enced managers. The volume of b u s i -
n e s s done by smal l banks i n r u r a l communities, f u r t h e r -
more , has d imin i shed i n r e c e n t y e a r s , a s the r e s u l t of 
inroorvement i n roads and the widespread u s e of a u t o -
mobi les , which has l e d many bank customers to p r e f e r to 
d r i v e to the county s e a t or o t h e r n e a r - b y c e n t e r and to 
use the f a c i l i t i e s of the l a r g e r banks i n t h e s e towns ." 

The g e n e r a l economic c o n d i t i o n s l e a d i n g up to the f a i l u r e s du r ing 

the yea r 1925 were d i s c u s s e d c o n c i s e l y on page 13; and, on pages 190 to 

196, i n c l u s i v e , t h e r e were p u b l i s h e d a s e r i e s of t a b l e s c o n t a i n i n g v a l -

u a b l e s t a t i s t i c s on bank suspens ions dur ing the yea r s 1921 to 1926, 

i n c l u s i v e . 

A copy of t h i s r e p o r t i s a t t a c h e d h e r e t o as E x h i b i t 3T. 

2 . Report on Bank Suspens ions , 1921-1927. - Under da te of A p r i l 11, 

1928, Mr. 3 . L. Smead, Chief of the D i v i s i o n of Bank Opeat ions , submi t t ed 

to the Federa l Reserve Board a comprehensive r e p o r t on bank s u s p e n s i o n s in 

the year 1927 and d u r i n g the years 1921 to 1S27, i n c l u s i v e . A copy of 

t h i s r e p o r t i s a t t a c h e d h e r e t o as E x h i b i t G&. 

This r e p o r t showed t h a t , du r ing the year 1927, t h e r e was a t o t a l of 

662 bank suspens ions i n v o l v i n g t o t a l d e p o s i t s of $194,000,000, and. d e t a i l e d 

f i g u r e s were g iven f o r the v a r i o u s c l a s s e s of banks . 

The r e p o r t a l s o showed t h a t , dur ing the seven-yea r p e r i o d , 1921-1927, 

4 ,513 banks wi th an agg rega t e c a p i t a l of $169,000,000 and d e p o s i t s of 

$1 ,351 ,000 ,000 had suspended o p e r a t i o n s . Baring the sane p e r i o d 559 banks 

w i th a c a p i t a l of $21,000,000 and d e p o s i t s of £200,000,000 had rvevened , i eavmg 

n e t f a i l u r e s of 3 ,954 banks wi th an aggrega te c a c i t a l of $148,000,000 and 

d e p o s i t s of $1 ,151 ,000 ,000 . D e t a i l e d s t a t i s t i c s a r e g iven f o r the v a r i o u s 
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c l a s s e s ' of t a n k s . Those s t a t i s t i c s showea t h a t , of the t o t a l of 4 ,513 

"banks t h a t suspended o p e r a t i o n s d u r i n g t h i s s e v e n - y e a r p e r i o d , 3 ,309 "-ere 

l o c a t e d i n p l a c e s hav ing a p o p u l a t i o n of l o s s than 2 ,500 and t h a t more than 

SO p e r c e n t of a l l suspended banks Here l o c a t e d i n p l a c e s hav ing l e s s than 

1 ,000 i n h a b i t a n t s • I t a l s o showed t h a t n e a r l y 40 ocr cen t of the suspend** 

ed banks had a c a p i t a l of l e s s than $25,000 and t h a t over 63 p e r c e n t of 

them had a c a p i t a l of $25,000 or l e s s . 

On page 5 of t h i s r e p o r t the p r i n c i p a l causes of bank f a i l u r e s d u r i n g 

t h i s s e v e n - y e a r p e r i o d i-Tere d i s c u s s e d a s f o l l o w s : 

"The p r i n c i p a l cause of bank su spens ions d u r i n g the 
7 - y e a r p e r i o d was r e p o r t e d as t he accumula t ion of a l a r g e 
p r o p o r t i o n of w o r t h l e s s , slow or p a s t - d u e "paper, b u t i n 
q u i t e a number of c a s e s poor management and heavy w i t h -
a r a w a l s were a s s i g n e d as l a r g e l y r e s p o n s i b l e f o r the s u s -
p e n s i o n . The causes of s u s p e n s i o n l i s t e d i n the o rde r of 
i m p o r t a n c e , i . e . , based on t h e number of t imes shown as 
h a v i n g been a p r i m a r y or c o n t r i b u t o r y cause , a r e as f o l l o w s : 

1 . D o u b t f u l , slow or p a s t - d u e pape r 
2 . Heavy wi thdrawal s 
3 . Poor management 
4 . D e p r e c i a t i o n of s e c u r i t i e s 
5 . Loans to o f f i c e r s and d i r e c t o r s 
6 . D e f a l c a t i o n 
? . l o a n s to e n t e r p r i s e s i n which o f f i c e r s and 

d i r e c t o r s were i n t e r e s t e d 
8, F a i l u r e of bank ing c o r r e s p o n d e n t 
9 . F a i l u r e of o t h e r l a r g e d e b t o r s " 

•Tiaile " d o u b t f u l , slow or p a s t due p a p e r " was g i v e n as the most im-

p o r t a n t cause of bank f a i l u r e s and " l o a n s to o f f i c e r s and d i r e c t o r s " and 

" loans t o e n t e r p r i s e s i n which o f f i c e r s and d i r e c t o r s were i n t e r e s t e d " 

Wore l i s t e d as s e p a r a t e c a u s e s , i t might we l l be a rgued t h a t t h e s e causes 

could a l l be grouped u n d e r t h e head of "poor management," m a k i n g t h a t t h e 

p r i n c i p a l cause of bank x'ai.;.ur as . 

borne s t a t i s t i c g i v e n w i th r e f e r e n c e to t h e number of f a i l u r e s 

of baiitis ox) e r a t i n g o r anches ana , on page 5, t h e r e i s an i n t e r e s t i n g d i s -
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mission of the f a i l u r e of c e r t a i n cha in systems, no tab ly the Witham 

System, with 179 "banks in Georgia, and F l o r i d a and 10 in New J e r s e y and 

Hew York. 

3 . Study of Bank Suspensions, 1921-1929. - A s imi l a r r e p o r t cover ing 

the n ine -yea r p e r i o d , 1921-1929, i s now i n course of p r e p a r a t i o n . The 

in fo rma t ion p e r t a i n i n g to the causes of f a i l u r e s has not y e t "been com-

p l e t e l y t a b u l a t e d , but i t appears t h a t the r e l a t i v e importance of the 

causes of suspensions w i l l not be very d i f f e r e n t from t h a t shown i n the 

r e p o r t f o r the yea r s 1921-1527. 

4 . Fede ra l Reserve Board Annual Report f o r the Year 1S29. - While i t 

has not ye t 'been completed, a p r e l i m i n a r y d r a f t of t ha t p o r t i o n of the 

Board*s Annual .Report f o r the year 1S25 which d i s cus se s bank f a i l u r e s i s 

a t t a c h e d h e r e t o as E x h i b i t EH. 

From t h i s i t appears t h a t 642 banks wi th aggrega te d e p o s i t s of 

$235,000,000 suspended o p e r a t i o n s dur ing the year 1929. This was l a r g e r 

than any year except 1926, when hoth the number and depos i t s of suspended 

banks wore the l a r g e s t on r e c o r d . Although member "banks c o n s t i t u t e only 

about o n e - t h i r d of the t o t a l number of banks i n the Uni ted S t a t e s , only 

about one -e igh th of the t o t a l number of banks which suspended dur ing the 

year were member banks; and a l though the d e p o s i t s of member banks a r e 

approximate ly t h r e e - f i f t h s of the aggrega te d e p o s i t s of a l l banks i n the 

country , the d e p o s i t s of the member banks tha t suspended dur ing the year 

1929 were only about one - fou r th ox the aggrega te d e p o s i t s of a l l suspended 

banks. 

During the n i n e - y e a r p e r i o d , 19."1-1929, a t o t a l of 5,642 banks were 

r e p o r t e d as having suspended o p e r a t i o n s e i t h e r t emporar i ly or permanently 

on account of f i n a n c i a l d i f f i c u l t i e s , and of t h i s number 657 have s ince 
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been reopened, l e a v i n g 4 ,985 as the net number of "banc f a i l u r e s . The 

depos i t s of the tames which suspended o p e r a t i u r s during t h i s n ine -yea r 

p e r i o d aggrega te about $1,720,000,000 and the depos i t s of the reopened 

banks about $240,000,000, l e av ing the net depos i t s of f a i l e d banks aggre -

g a t i n g $1,480,000,000. 

A number of i n t e r e s t i n g t a b l e s a r e inc luded i n t h i s d r a f t of the r e -

p o r t and one of them shows t h a t over 62 p e r cen t of a l l the banks which 

f a i l e d dur ing t h i s n ine-year p e r i o d had a c a p i t a l of $25,000 or l e s s and t h a t 

over 60 per cent of the t o t a l number were l o c a t e d i n towns wi th a popu l a t i on 

of 1,000 or l e s s ; 91.6 per cent of a l l these banks were l o c a t e d i n towns 

with a p o p u l a t i o n of 10,000 or l e s s , and only 8 . 4 pe r cent were l o c a t e d i n 

towns wi th a p o p u l a t i o n exceeding 10,000 i n h a b i t a n t s . This c l e a r l y lends 

some suppor t to the op in ion tha t branches of s t rong banks a r e needed i n 

small r u r a l communities. 

5 . S t u d i e s of Bank F a i l u r e s by P r o f e s s o r Sprague and Doctor Burgess . -

In A p r i l , 1925, the Board employed P r o f e s s o r O.M.W. Sprague, P r o f e s s o r of 

Banking and Finance a t Harvard U n i v e r s i t y , as a r e s ea r ch a s s i s t a n t i n the 

Board ' s D iv i s ion of Research and S t a t i s t i c s f o r the purpose of s tudying 

the ques t ion of needed banking l e g i s l a t i o n . During the course of P r o f e s s o r 

Sprague* s employment wi th the Board he made a s tudy of the causes of bank 

f a i l u r e s . He p u b l i s h e d an a r t i c l e on t h i s sub jec t i n the Journa l of the 

American Bankers A s s o c i a t i o n f o r A p r i l , 1927, a t pp . 703 and 704; and 

the r e p o r t of the committee on Economic Changes of the P r e s i d e n t ' s 

Conference on unemployment, pub l i shed i n Volume 2 of "Recent Econ-

omic Changes", pp . 393-396, con ta ins a d i s cus s ion of bank f a i l u r e s , 

which was p r e p a r e d by P r o f e s s o r Sprague and Dr. Randolph Burgess, A s s i s t a n t 

Federa l Reserve Agent of the Fede ra l Reserve Bank of New York. Quotat ions 
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of c e r t a i n p o r t i o n s of these a r t i c l e s d i scuss ing the causes of bank f a i l -

u re s w i l l be of i n t e r e s t . 

The fo l lowing i s quoted from p r o f e s s o r Sprague1b a r t i c l e on "The 

Cause of Bank F a i l u r e s " pub l i shed i n the Journa l of the American Bankers1 

Assoc i a t i on f o r A p r i l , 1927, pp. 703 and 704; 

" S c a t t e r e d banks i n o ther p a r t s of the count ry , and 
p a r t i c u l a r l y banks i n the l a r g e r c i t i e s , a l s o en joy the 
advantage of l o c a l d i v e r s i t y i n loans and have funds 
a v a i l a b l e f o r o the r employment. But thousands of banks 
i n the West and South a r e i n a s t r i k i n g l y d i f f e r e n t 
p o s i t i o n . They a r e e s t a b l i s h e d in l o c a l i t i e s i n which 
t h e r e i s but s l i g h t d i v e r s i t y i n occupat ion, l o c a l i t i e s 
a l s o i n which the l o c a l demand f o r accommodation commonly 
tends to absorb a l l of the r e sources of the l o c a l banks 
and a t h igher r a t e s than can be secured on ou t s ide i n v e s t -
ments. 

"The more conse rva t ive b^nks, as a mat te r of r i s e p o l i c y 
do not employ a l l r e sources l o c a l l y , and these banks may 
p r o p e r l y r e s o r t to r e s e r v e banks or to c i t y correspondents 
f o r accommodation t o take care of seasonal or o ther tem-
p o r a r y requ i rements . At the opposi te extreme a r e the numer-
ous banks t h a t make l o c a l loans to the f u l l e x t e n t of t h e i r 
own l o c a l r e s o u r c e s , and in a d d i t i o n acqui re ou t s ide d e p o s i t s , 
bo th p u b l i c and i n d i v i d u a l , by the o f f e r of a high i n t e r e s t 
r a t e , and s t i l l f u r t h e r enlarge the supply of Ixank c r e d i t i n 
the l o c a l i t y by secur ing accommodation from rese rve banks 
and c i t y cor responden ts . 

Banks which fo l low t h i s course may acqu i re p r e s t i g e i n 
t h e i r commutiities and earn lai*ge p r o f i t s f o r sha reho lde r s 
i n years of abounding p r o s p e r i t y ; but c l e a r l y they a r e in 
no p o s i t i o n to wi ths t and s u c c e s s f u l l y a long p e r i o d of adverse 
c o n d i t i o n s . F a i l u r e i s probable un l e s s qu i t e e x t r a o r d i n a r y 
care and d i s c r i m i n a t i o n have been exe rc i sed in the determina-
t i o n of the amount of c r e d i t extended to each i n d i v i d u a l 
borrower . I t i s a reasonable presumption, however, t h a t the 
l a c k of cau t ion mani fes ted in the genera l p o l i c y of a bank 
w i l l a l s o be e x h i b i t e d i n the Qua l i ty of the p a r t i c u l a r loans t h a t 
i t makes. 

"When the problem, of bank f a i l u r e s i s approached with 
l u l l r e c o g n i t i o n of the powerful i n f l u e n c e un favorab le to 
s a f e t y i n banking exe r t ed by the absence of i n d u s t r i a l d i v e r s i t y 
and by the i n t e n s e l o c a l demand f o r c r e d i t , i t becomes ev iden t t h a t 
p o l i c i e s governing the e s t ab l i shmen t of banks have not been s u f -
f i c i e n t l y d i r e c t e d toward the maintenance and improvement of 
s t andards i n the management of banks. 

* * * 
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"While the re i s no exact r e l a t i o n s h i p between 
the s i ce and number of banks i n a l o c a l i t y and the 
s t r e n g t h of the banking p o s i t i o n , i t i s c e r t a i n t h a t 
these a re f a c t o r s which have a decided bea r ing upon 
competence i n management• A comm&nity with aggrega te 
banking r e sou rce s o f , say, $5,000,000 w i l l be b e t t e r served 
i n every way, i n c l u d i n g s a f e t y , by two or t h r e e banks than 
by s i x or more. The excess ive number of banks induces cu t -
t h r o a t compet i t ion f o r accounts , and tends to undermine con-
s e r v a t i v e s t andards i n the g r a n t i n g of c r e d i t . A decided i n -
c rease i n minimum c a p i t a l requirements would do much to r e s t r i c t 
the number of banks wi th in more d e s i r a b l e l i m i t s , but whatever 
may be accomplished i n t h i s d i r e c t i o n should be coupled wi th 
the s p e c i f i c g r a n t of power to the a p p r o p r i a t e a u t h o r i t y , as 
i n the s t a t e of New York, to dec l i ne to approve new c h a r t e r s 
where i t i s ev iden t t h a t a community i s a l r e a d y well se rved by 
e x i s t i n g banking i n s t i t u t i o n s , and t h a t a d d i t i o n a l compet i t ion 
w i l l serve no u s e f u l purpose." 

* * * 

"No doubt bank examinations might be imporved, and i n 
some s t a t e s ve ry m a t e r i a l l y improved, but incomplete i n -
format ion about the cond i t ion of the banks i s not the most 
s e r ious d e f e c t i n e x i s t i n g supe rv i so ry ar rangements . 
The opinion may be ven tured t h a t , a s i d e from a few i n s t a n c e s 
of e x c e p t i o n a l l y s k i l l f u l dishonesty* and the s p e c i a l situ-* 
a t i o n c r ea t ed by chains of banks, success ive examinat ions 
preced ing f a i l u r e have r e g u l a r l y d i s c lo sed an i n c r e a s i n g l y 
u n s a t i s f a c t o r y c o n d i t i o n . But i n making e f f e c t i v e use of 
t h i s i n f o r m a t i o n , almost insurmountable o b s t a c l e s are en-
countered . Governmental a u t h o r i t i e s may c r i t i c i z e unwise 
p o l i c i e s , bu t they can only take ac t i on when s t a t u t e s a re 
v i o l a t e d , or upon c l e a r evidence of impairment of c a p i t a l 
or i n so lvency . Moreover* even iri t h in the f i e l d of v i o l a -
t i ons of s t a t u t e s , e f f e c t i v e a d m i n i s t r a t i o n i s hampered by 
the cdaimon f a i l u r e of l e g i s l a t i o n to provide p e n a l t i e s o ther 
than the c e s s a t i o n of bus iness or a r e c e i v e r s h i p . " 

The fo l lowing i s quoted from Volume 11 of a book on "Recent Economic 

Changes" con ta in ing the r e p o r t of the P r e s i d e n t ' s Conference oil Unemployment* 

pages 693-696: 

"Dishonesty and gross mismanagement account f o r a small 
number of these f a i l u r e s „ The suspension of a? l a r g e r number 
was p r e c i p i t a t e d by adverse cond i t ions of a p u r e l y l o c a l 
c h a r a c t e r , such as a success ion of crop f a i l u r e s or the sud-
den co l l apse of r e a l e s t a t e booms i n p a r t i c u l a r towns and 
c i t i e s . But the g rea t m a j o r i t y of banks f a i l e d because they 
were unable t o wi ths t and the s t r e s s exe r t ed by the p e r s i s t e n c e 
of u n p r o f i t a b l e p r i c e s f o r the products of a g r i c u l t u r e and 
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animal husbandry - s t r e s s t h a t was p a r t i c u l a r l y severe 
because i t was exper ienced a f t e r years of a "bounding p r o s -
p e r i t y and extreme a p p r e c i a t i o n i n the va lue of jarm 
p r o p e r t y , and a lar;-::e i nc rease i n the number of ferms 
mortgaged and the amount of mortgage indeb tedness . 

"These adverse condi t ions a lone , i t can h a r d l y be too 
s t r o n g l y emphasized, do not f u r n i s h a complete explana-
t i o n of the numerous bank f a i l u r e s of the l a s t seven 
y e a r s . By no means a l l , or even a m a j o r i t y , of the banks 
i n the l o c a l i t i e s most s e r i o u s l y a f f e c t e d have been obl iged 
to suspend o p e r a t i o n s . F i n a n c i a l l y weak and unski 11 f u l l y 
managed banks have been weeded out; s t rong , well-managed 
oanks have no doubt exper ienced heavy l o s s e s , bu t they 
s u r v i v e , u 

# * * 

"Tnere a r e hundreds of smal l banks throughout the country 
( v ' n i c h a re a b l y managed and abundant ly s t r o n g , and which over-
come the handicap of an absence of i n d u s t r i a l d i v e r s i t y i n 
tne communities which they se rve by the e x e r c i s e of excep t ion -
a l judgment and cau t i on . On the o ther hand, ^ h i l e t h e r e " i s 
no exact r e l a t i o n s h i p between the number and s i z e of the e n t i r e 
group of banks i n a l o c a l i t y and the s t r e n g t h of i t s banking 
p o s i t i o n , i t i s c e r t a i n t ha t no community can hope to en joy the 
b e n e f i t s of s a f e t y i n banking i f the bus iness i s organized i n 
u n i t s so numerous as to exceed tne a v a i l a b l e supply of competent 
o f f i c e r s and r e s p o n s i b l e d i r e c t o r s , and wi th i n s u f f i c i e n t e a rn -
ing. power to be able to absorb i n e v i t a b l e l o s s e s , " 

* * * 

Ho community can p o s s i b l y provide adequate r e s o u r c e s , coir-* 
p e t e n t o f f i c e r s , and exper ienced d i r e c t o r s f o r one bank to every 
750 of i t s i n h a b i t a n t s as i n North Dakota, or t o 1,400 as i n 
Iowa. And the s i t u a t i o n i n these s t a t e s - a s not excep t iona l ; 
on the c o n t r a r y , an excess ive number of banks have been e s t a b l i s h e d 
tnroughout those s e c t i o n s of t h e country t h a t a r e mainly devoted 
t o a g r i c u l t u r e ^ Banking t r o u b l e s were i n e v i t a b l e wi th the advent 
of adverse cond i t i ons , and f o r the s e v e r i t y of these condi t ions 
the unwise use of c r e d i t admin i s te red by an i n o r d i n a t e m u l t i -
p l i c i t y of b nlcs was i n no small degree r e s p o n s i b l e . " 
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OPEF MARKET POLICY COLlvIITTEE 

Ana lys i s of Rep l i e s of t h e Federal Reserve Banks to Board ' s L e t t e r 
dated January 23, 1930. 

(Fo r e p l i e s r ece ived from the Richmond, Kansas City or Da l l a s Banks.) 

1. Board ' s l e t t e r ; - Changes name to Open Market P o l i c y Conference. 

ITew York p r e f e r s p re sen t name. 

Cleveland o b j e c t s , and p r e f e r s o ld name. 

Other hanks do not mention t h i s . 

2. Board recommendation: - Each Federa l r e se rve bank to be r e p r e -
sen ted on the Open Market P o l i c y Conference. 

Boston; 
Suggests r e p r e s e n t a t i o n by the Governor, or by an 

o f f i c e r des igna ted by the Board of D i r e c t o r s . 

Hew York; 
To be composed of r e p r e s e n t a t i v e s of the twelve Federa l 

r e s e r v e banks, p rov ided an e f f e c t i v e o p e r a t i n g committee i s 
appoin ted with f u l l a u t h o r i t y to execute approved p l a n s o r 
p o l i c i e s . 

Committee should be composed of Governors. 
We do not o b j e c t i f o the r Boards of D i r e c t o r s should 

appoin t o t h e r r e p r e s e n t a t i v e s . 

P h i l a d e l p h i a ; 
Hot m a t e r i a l whether Governor or o the r r e p r e s e n t a t i v e 

be des igna ted by D i r e c t o r s . 

Chicago: 
Each Federa l r e s e r v e bank should be r e p r e s e n t e d . 

San Franc i sco ; 
The Board of D i r e c t o r s has des igna ted the Governor as 

i t s r e p r e s e n t a t i v e . 

3. Board l e t t e r ; - The Conferences should meet wi th the Federa l Reserve 
Board a t such t imes as may be ar ranged by or wi th the Board. 
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Boston: 
Suggests amendment so t h a t Executive Committee can hold 

meet ings on own i n i t i a t i v e as well a s on c a l l of Board. 

Few York; 
We assume t h a t meet ings of the Committee, or the Execut ive 

Committee w i l l be c a l l e d by the Chairman of the Committee a f t e r 
c o n s u l t a t i o n wi th the Governor of the Federal Reserve Board, 
whenever d e s i r e d by the Board or by the Committee. 

P h i l a d e l p h i a : 
A s s e r t s the r i g h t of the Committee to moot whenever in 

the judgment of t h e Executive Committee a meeting i s a d v i s a b l e . 
Ob jec t s to the p rov i s ion of (3) t h a t the r e p r e s e n t a t i v e s 

of t h e banks s h a l l moot wi th t h e Board. 
This f a i l s to observe the d i s t i n c t i o n running through the 

Act t h a t t h e banks a r e the i n i t i a t o r s of a l l t r a n s a c t i o n s , 
s u b j e c t to the review and coord ina t ing a u t h o r i t y of t h e Federa l 
Reserve Board. 

The Board cannot p r o p e r l y review p o l i c i e s in t h e f raming 
of which i t p a r t i c i p a t e s , nor should i t t ake any p a r t in the 
r o u t i n e execut ion of p o l i c i e s which i t has airoroved. 

Ob jec t s to p r o v i s i o n t h a t t h e Conference s h a l l meet only 
a t such t imes as may be a r ranged by or with the Board. This 
would g ive the Board an a b s o l u t e veto power over meet ing 
of the Committee. 

The Board has a veto power over the recommendations of 
the Committee, bu t should not have a veto power over i t s 
meet ings . 

The Execut ive Committee should have power to c a l l a meet-
ing a t any t ime. 

Cleveland; 
We b e l i e v e t h a t meet ings of the Committee should be c a l l e d 

e i t h e r by the Board or by the Executive Committee. 
Two of the r e g u l a r meetings of the f u l l Committee should 

be h e l d a t the time of the semi-annual Governors' Conference. 

Chicago; 
The Chairman of the o p e r a t i n g body should be a u t h o r i z e d 

to c a l l a meeting of the body a t r eques t of two or more members. 
The Federal Reserve Board could always c a l l the body t o g e t h e r . 

Board l e t t e r ; - The f u n c t i o n of the Open Market P o l i c y Conference 
should be to cons ide r , develop, and recommend p l a n s wi th r ega rd 
to the purchase or s a l e of s e c u r i t i e s in the open market . 
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Chicago approves t h i s . 

The o t h e r banks do not mention i t . 

Board l e t t e r ; - The t ime, c h a r a c t e r , and volume of such p u r c h a s e s 
and s a l e s to be governed with t h e view of accommodating com-
merce and b u s i n e s s , and wi th r e g a r d to t h e i r b e a r i n g upon the 
c r e d i t s i t u a t i o n . 

The banks do not comment on t h i s . 

Board l e t t e r : - The c o n c l u s i o n s and (or ) recommendations of t h e Open 
Market P o l i c y Conference to be submi t ted to each of t h e Federa l 
r e s e r v e banks and to t h e Federa l Reserve Board f o r c o n s i d e r a t i o n , 
and (o r ) a c t i o n . 

Boston; 
Sugges t s amendment so t h a t conc lus ions or recommendations of 

t h e Open Market P o l i c y Conference s h a l l be s u b j e c t on ly to t h e 
approva l of t h e Board. 

Few York; 
The p o l i c y a s to pu rchase or s a l e of Government s e c u r i t i e s 

should be made s u b j e c t to review a t any t ime t h a t may seem wise 
e i t h e r to t h e Board or to t h e p a r t i c i p a t i n g banks . 

We r e c o g n i z e t h a t t h e banks and t h e Board have a j o i n t 
i n t e r e s t i n t h e m a t t e r of open market p o l i c i e s w i th r e s p e c t 
to p u r c h a s e and s a l e of Government s e c u r i t i e s . 

P h i l a d e l p h i a ; 
F e e l s t h a t t h e f u n c t i o n of t h e Federa l Reserve Board i s a s 

a s u p e r v i s i n g and c o o r d i n a t i n g a u t h o r i t y , r a t h e r than an o r i g i n a t -
ing or o p e r a t i n g body. 

The Fede ra l Reserve Board l e t t e r t r a n s f o r m s t h e Committee 
i n t o a Conference , the c o n f e r e e s c o n s i s t i n g of a r e p r e s e n t a t i v e 
of each Bank and t h e Fede ra l Reserve Board. 

The B o a r d ' s d r a f t t h a t t h e recommendations of t h e Conference 
should bo submi t t ed to each bank f o r c o n s i d e r a t i o n and, - o r -
a c t i o n , i s a ve ry cumbersome requ i rement which might p r e v e n t 
prompt a c t i o n and prove d i s a s t r o u s . 

The Board should not be pu t in t h e p o s i t i o n of having to 
c o n s i d e r and dec ide p o l i c i e s which i t has a s s i s t e d in f r aming . 

These p o l i c i e s would not r e p r e s e n t , a s t hey now do, t h e 
u n i n f l u e n c e d and independent views of t h e banks subsequen t ly 
a l lowed o r approved by t h e Board, bu t would be t h e outcome of 
a whol ly e x t r a - l e g a l c o n f e r e n c e , i n which t h e r ev iewing 
a u t h o r i t y had p a r t i c i p a t e d ab i n i t i o . 
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Cleveland; 
Ob jec t s to (6) as cumborsome, r e t a r d i n g a c t i o n , p a r t i c u l a r l y 

in emergencies. 
P r e f e r s recommendation of Governors t h a t t he f u l l Committee 

s h a l l cons ider and a c t upon t h e recommendations of t h e Execut ive 
Committee, and s h a l l then meet wi th the Board to d i s cus s these 
recommendations b e f o r e ac t ion by the Board. 

Chicago: 
Objec t s to (5) a s unworkable. 
Each bank should de l ega t e a u t h o r i t y to i t s r e p r e s e n t a t i v e 

on t h e Conference to ac t f o r h i s bank a t a l l meet ings of the 
Conference. 

San Franc i sco : 
Suggests t h a t the conclus ions and (or) recommendations of 

the Conference s h a l l be submit ted to the Federa l "Reserve Board 
f o r c o n s i d e r a t i o n , and i f approved by i t , s h a l l thereupon become 
immediately o p e r a t i v e , to be p a r t i c i p a t e d in by each Federal r e -
se rve bank as i t may deem expedien t . 

7 . Board l e t t e r ; - A Committee to be known as the Open Market Execut ive 
Committee to be c o n s t i t u t e d f o r the purpose of execut ing such pu r -
chases and s a l e s of s e c u r i t i e s a s have been approved by the Federa l 
r e s e r v e banks and t h e Federa l Reserve Board. 

Boston: 
Suggests amendment to g ive Execut ive Committee power to 

c a r r y out p o l i c i e s agreed on by the Conference through open 
market o p e r a t i o n s , sub j ec t to the review and coo rd ina t i ng 
a u t h o r i t y of t h e Federal "Reserve Board. 

Hew York; 
The Committee (presumably a l so the Executive Committee) 

should have a u t h o r i t y to execute approved p l a n s and p o l i c i e s 
in beha l f of such banks as ca re to p a r t i c i p a t e . 

The meet ings of the Committee, or the Execut ive Committee, 
should be c a l l e d by the Chairman of the Committee a f t e r con-
s u l t a t i o n with the Governor of the Federal Reserve Board, when-
ever d e s i r e d by the Board or by the Committee. 

P h i l a d e l p h i a : 
Ob jec t s to p r o v i s i o n t h a t t he Open Market Committee s h a l l 

merely execute purchases and s a l e s which have been approved by 
the banks and the Board. 

This would put the Committee in a p o s i t i o n l i t t l e b e t t e r 
than t h a t of a broker or d e a l e r . 

The Execut ive Committee should cont inue to keep c l o s e watch 
upon f i n a n c i a l developments, and a n t i c i p a t e as f a r a s p o s s i b l e 
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s i t u a t i o n s l i k e l y to a r i s e , and bo prepared to fo rmu la t e recom-
mendations and sugges t ions f o r the cons ide ra t i on of the f u l l 
Committee. 

Cleveland; 
The "Executive Committee should have power to c a r r y in to 

e f f e c t t he p o l i c i e s recommended by the f u l l Committee and 
approved by the Board, as recommended by the Governors. 
Membership of the Execut ive Committee should be r o t a t i n g , 
so t h a t t he Governor of each bank wi th in o v e r - n i g h t t r a v e l i n g 
d i s t a n c e from Washington would serve a t a p p r o p r i a t e t imes. 

The Governor of the Sow York Bank should be a permanent 
member and ac t as Chairman of the f u l l Committee, and of the 
Execut ive Committee, a s the Committee's o p e r a t i o n s must 
obvious ly be c a r r i e d on in Hew York. 

Chicago: 
The Open Market Conference should have an Execut ive 

Committee c lo thed with a u t h o r i t y to f u n c t i o n . 

S t . Louis; 
There should be some method of r o t a t i o n on t h e proposed 

Execut ive Committee, except ing only the Governor of the 
Few York Bank. 

Suggest ions by the Banks as to P a r t i c i p a t i o n : 

Boston; 
Will p a r t i c i p a t e in a l l open market o p e r a t i o n s , w i thou t , however, 

su r r ende r ing any a u t h o r i t y , r i g h t s , or powers of independent a c t i o n 
c o n f e r r e d by the Federa l Reserve Act . 

New York; 
Any Federa l r e s e r v e bank may d e c l i n e to p a r t i c i p a t e in any purchases 

or s a l e s a t any p a r t i c u l a r t ime. 
Wil l cont inue our p a r t i c i p a t i o n as long as the composit ion and 

f u n c t i o n s of t h e Committee w i l l i n su re and f a c i l i t a t e the fo rmula t ion and 
exped i t ious execut ion of sound System open market p o l i c i e s . 

Our d i r e c t o r s a r e ag reeab le to cont inue p a r t i c i p a t i o n in System 
open market p rocedure worked out and agreed upon by the Board and the Com-
m i t t e e , p rov ided i t i s not i n c o n s i s t e n t wi th these gene ra l views. 

Cleveland: 
w i l l coopera te wi th the Committee, r e s e r v i n g our l e g a l r i g h t to 

engage i n open market o p e r a t i o n s under Section 14. 
We have dec l ined to p a r t i c i p a t e only when, in our judgment, t he 

l e g i t i m a t e demands of our member banks made i t neces sa ry go t.o do. 
We w i l l con t inue to support the open market p o l i c i e s approved by 

the Board, r e s e r v i n g the r i g h t to purchase a t our o p t i o n , Government 
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s e c u r i t i e s and b i l l s in l i m i t e d or reasonable amounts when o f f e r e d to us 
by our own member banks , and w i l l e x e r c i s e our r i g h t to engage in open 
market o p e r a t i o n s f o r our own account only in u n f o r e s e e n emergencies. 

San F ranc i sco : 
Our Board exp res s ly r e s e r v e s to the Federal Reserve Bank of San 

F ranc i sco , t he r i g h t to determine whether the bank w i l l p a r t i c i p a t e in 
t r a n s a c t i o n s recommended by the Conference and, i f i t does p a r t i c i p a t e , 
the ex t en t of such p a r t i c i p a t i o n . 

I'o p r e s e n t or f u t u r e p a r t i c i p a t i o n by t h i s bank in the t r a n s a c t i o n s 
of s a i d Conference s h a l l be i n t e r p r e t e d as a commitment to f u r t h e r 
p a r t i c i p a t i o n . 

Rese rva t ions . 

Boston; 
Reserves a l l a u t h o r i t y , r i g h t s , or powers of independent a c t i o n 

con fe r r ed by the Federa l Reserve Act . 

Hew York; 
Without waiving the powers con fe r r ed upon us by law to make purchases 

and s a l e s of Government s e c u r i t i e s , we would n a t u r a l l y assume, c e r t a i n l y 
as long a s we cont inue a p a r t of any approved open market committee p ro -
cedure a c t i n g f o r the System, t h a t we would not e x e r c i s e our power to 
buy and s e l l Government s e c u r i t i e s in c o n f l i c t wi th approved System p o l i c i e s , 
except as t h a t might be necessa ry i n an emergency in our own market . 

Cleveland: 
Wil l coopera te wi th t h e Committee, r e s e r v i n g our l e g a l r i g h t to en-

gage i n open market o p e r a t i o n s under Sect ion 14. 
We w i l l con t inue to support the open market p o l i c i e s approved by the 

Board, r e s e r v i n g the r i g h t to purchase a t our op t ion , Government s e c u r i t i e s 
and b i l l s in l i m i t e d or reasonab le amounts when o f f e r e d to us by our own 
member banks. 

Will exe rc i s e our r i g h t to engage in open market o p e r a t i o n s f o r our 
own account only in un fo reseen emergencies. 

A t l a n t a ; 
I t i s unders tood t h a t we may con t inue o rd ina ry every-day p r a c t i c e of 

buying accep tances w i th in our own D i s t r i c t , and of buying from and 
s e l l i n g to our member banks, Government and o the r s e c u r i t i e s a u t h o r i z e d by 
Sect ion 14. 

The above p r a c t i c e w i l l not hamper or i n t e r f e r e wi th the o p e r a t i o n s 
of the Open Market Conference. 

Any a c t i o n necessa ry in a l a r g e amount, in case of emergency, w i l l 
be submit ted to Board f o r approval . 
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San Franc i sco ; 
Approves Board l e t t e r wi thout waiving any r i g h t , or d e l e g a t i n g 

any power con fe r r ed upon t h i s "bank under the Federal Reserve Act. 
This Board, in approving the es tab l i shment of s a i d Conference, 

does not siurrender, bu t express ly r e s e r v e s to the Federa l Reserve Bank of 
San F ranc i sco , t h e r i g h t to determine whether t h i s bank w i l l p a r t i c i p a t e 
in t r a n s a c t i o n s recommended by the Conference and, i f i t does p a r t i c i p a t e , 
the e x t e n t of such p a r t i c i p a t i o n . 

Ho p r e s e n t or f u t u r e p a r t i c i p a t i o n by t h i s bank in t r a n s a c t i o n s 
of s a i d Conference s h a l l be i n t e r p r e t e d as a commitment to f u r t h e r 
p a r t i c i p a t i o n . 

J o i n t I n t e r e s t . 

Hew York; 
We recogn ize t h a t the banks and t h e Board have a j o i n t i n t e r e s t 

in the m a t t e r of open market p o l i c i e s wi th r e spec t to purchase and s a l e 
of Government s e c u r i t i e s . 

Biffht of Withdrawal from the Conference. 

Hew York; 
Any Federa l r e s e r v e bank may withdraw from the Committee procedure 

a l t o g e t h e r , i f i t deems i t a d v i s a b l e . 

"Exigencies. 

Hew York; 
We would not e x e r c i s e out power to buy and s e l l Government s e c u r i t i e s 

in c o n f l i c t wi th approved System p o l i c i e s , except as t h a t might be necessary 
in an emergency in our own market . 

Cleveland; 
While wo r e s e r v e the r i g h t to purchase a t our op t ion Government se-

c u r i t i e s and b i l l s in l i m i t e d or r easonab le amounts v/hen o f f e r e d to us by 
our oxm 'member banks, we w i l l e x e r c i s e our r i g h t to engage in open market 
o p e r a t i o n s f o r our ovai account only in unforeseen emergencies. 

A t l a n t a ; 
Any a c t i o n neces sa ry in t h e way of buying accep tances w i th in our own 

D i s t r i c t , and buying from and s e l l i n g to our member banks Government and 
o the r s e c u r i t i e s a u t h o r i z e d by Section 14, in a l a r g e amount, in case of 
emergency, would be submit ted to the Board f o r approva l . 

Chicago; 
The Federa l r e s e r v e bank r e t a i n s the powers c o n f e r r e d upon i t by 

Sect ion 14 to the ex ten t t h a t i t may p r o t e c t any sudden or extreme 
emergency. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X- 552 6 

March 10, 1930. 

SUBJECT: Report of Spec ia l and Des t ruc t i on 
Committees of February 18, 1950. 

Dear S i r : 

R e f e r r i n g to the Board ' s t e legrams, Trans. 
1143 and Trans . ' 1150 , da ted January 18, 1930, and 
February 10, 1930, r e s p e c t i v e l y , there i s enclosed 
herewi th f o r your in fo rmat ion and f i l e s a copy of the 
signed r e p o r t of the Spec ia l and Des t ruc t ion Commit-
t e e s , charged wi th the cance la t ion and d e s t r u c t i o n of 
the su rp lus s tocks of old s e r i e s Federal r e se rve n o t e s , 
he ld f o r the account of the severa l Federal r e se rve 
agents in the v a u l t s of the Bureau of Engraving and 
P r i n t i n g . 

Yours very t r u l y , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO ALL FEDERAL HES1RVE AGENTS. 

Enc la su re . 
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February 18, 1950, 

Mr. Walter E. Hope, 
A s s i s t a n t S e c r e t a r y of the Treasury, 
Washington, D. C. 

S i r : 

Your l e t t e r of January 20, 1930, des igna t ing a specia l" committee, i n 
a s s o c i a t i o n ~ith the d e s t r u c t i o n coLimittee, wi th d e f i n i t e i n s t r u c t i o n s as 
to procedure f o r the v e r i f i c a t i o n , c a n c e l l a t i o n and suosecuent d e s t r u c t i o n 
of a p o r t i o n of the s tock of un issued old s e r i e s Federal r e se rve n o t e s , h e l d 
i n j o i n t custody a t the Bureau of Engraving and P r i n t i n g ; the communication, 
of the Undersec re ta ry of the Treasury, under da te of February 5, i n which the 
procedure so e s t a b l i s h e d was amended, i n p a r t ; and, f i n a l l y , your supplemen-
t a r y l e t t e r of February 12, wherein you approved and au tho r i zed l i k e a c t i o n 
to "be taken f o r the c a n c e l l a t i o n and d e s t r u c t i o n of the balance of the i d e n t i c a l 
s tock of un i s sued Federa l r e se rve n o t e s , have been f u l l y complied wi th , as 
here inunder s t a t e d . 

Act ing under the a u t h o r i t y g ran ted the spec i a l committee and the de-
s t r u c t i o n committee, a c t i n g j o i n t l y , and adhering c l o s e l y to the r o u t i n e of 
procedure as p r e s c r i b e d i n the var ious l e t t e r s of i n s t r u c t i o n s , the j o i n t 
committee began work on February S and completed i t s l a b o r s on February 12 
and, t h e r e f o r e , r e s p e c t f u l l y r e p o r t s and c e r t i f i e s t h a t the fo l lowing de-
nominations and amounts, by banks, - e re found to be c o r r e c t and tha t a l l the 
no tes thereof were wholly des t royed by burn ing i n the i n c i n e r a t o r s . 

(Ill FACE AMOUNTS) 

5 ' s 1 0 ' s 20 ' s 50 ' s 100 ' s 

Boston 
i'Ier-- York . . . 
P h i l a d e l p h i a 
Cleve land . . 
Hi chrnond... 
A t l a n t a . . . . 
Chi c a g o . . . . 
S t . Loui s . . 
Minneapolis 
Kansas City 
Dal las 
San Franc isco 

$ 8,040,000 $ $ 5,280,000 
22,880,000 

1 7, ooO, 000 7,840,000 
2 ,620,000 —- 8,550,000 

4 ,180,000 5,440,000 
2, v>40,000 —— 
4,400 ,000 4,120,000 5,340,000 
1.600.000 

$ 1,000,000 $-

6,200,000 
200,000 

9,400,000 

500,000 
200,000 

2,600,000 
1,200,000 

2,400,000 

6,800,000 
6,400,000 

400,000 

1,500,000 

Total .$40,740,000 $4,120,000 $53,840,000 $21,400,000 $19,600,000 
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( i n Face Amounts) 

Bank 500 ' s 10001 s 5000 's 

Boston $ 2,000,000 $18,800,000 $ 4 ,000,000 
xTew York. • • - » • • • » • . . • ——• ———— 8,000,000 
P h i l a d e l p h i a 8,500,000 2,800,000 4 ,000,000 
C l e v e l a n d . — — — —— ———————— 2,000,000 
Richmond 9,500,000 5,200,000 2 ,000,000 
Atlan t a . . . . . . . . v>, 800,000 — —* 2,000,000 
Chicago 5,600,000 4,000,000 4 ,000,000 
S t . Louis 5,800,000 4,000,000 2,000,000 
Minneapolis 1,600,000 4,800,000 
Kansas C i t y . . . 4 ,400,000 10,800,000 — — 
Dallas 800,000 1,500,000 2,000,000 
San Franc isco 1,800,000 400,000 2,000,000 

T o t a l . $40,000,000 $56,400,000 $52,000,000 

I t i s the p l e a s u r e of members of the j o i n t committee to acknowledge 
the courteous t rea tment extended "by o f f i c i a l s " i t h whom -re came i n con-
t a c t i n the Bureau of Engraving and p r i n t i n g . Every r eques t f o r a s s i s t a n c e 
was prompt ly complied w i t h . The s tock of un i ssued n o t e s "'as found to be 
i n good order and i t i s our d e s i r e to r e p o r t t ha t ve ry sys temat i c methods 
a re employed by the Federa l Reserve v a u l t cus todians to f a c i l i t a t e the '"ork 
a t which they a re engaged. 

R e s p e c t f u l l y , 

SPECIAL COMMITTEE: 

L. G. Cope land Mvles C. McCahill 
Chairman, Of f i ce of Comptroller Secre t Serv ice Div is ion 

of Currency. 

A. G. Davi'S ; Eugene G. Shreve 
Div i s ion of Paper Custody. Div is ion of P u b l i c Debt Accounts 

and Audi t . 

Geo. E. Good. John E. w a i t e r s . 
Federa l Reserve Board. Bureau of Engraving aixl P r i n t i n g . 

DSSISUCTIOH COmiTTEE: 

J . F . Moran J . II. Ross 
Chairman, Des t ruc t i on Committee. Member, Des t ruc t ion Committee. 

ilOTE: This coiy of r e p o r t , when f u l l y s igned, f o r Federal Reserve Board. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6527 

March 8, 1930. 

SUBJECT: Code word to cover t e l e g r a p h i c t r a n s a c t i o n s 
i n new i s s u e of Treasury C e r t i f i c a t e s of In -
deb tedness , S e r i e s TD 1930. 

Dear S i r : 

In connect ion wi th t e l e g r a p h i c t r a n s a c t i o n s 
i n Government s e c u r i t i e s between Federal r e s e r v e hanks, 
the code word "iTOWHICK" has been des igna ted to cover 
the new i s s u e of Treasury C e r t i f i c a t e s of Indebtedness , 
S e r i e s TD 1930, da ted March 15, 1930, due December 15, 
1930. 

This word should b e , i n s e r t e d i n the Federal 
Reserve Telegraph Code book, fo l lowing the supplemental 
code word "IJOWHtiXED", on page 172. 

Very t r u l y yours , 

J . C. IToell, 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL F. R. BAMS. 
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COPY X-6529 

March 7, 1930. 

Mr. H. G-. Leedy, Counsel, 
Federa l Reserve Bank, 
Kansas Ci ty , Mis sou r i . 

Dear Mr. Leedy: 

As I have j u s t wired you, I d id not r e c e i v e your l e t t e r 
of March 5 t r a n s m i t t i n g the adverse dec i s i on of the Supreme Court 
of Colorado i n the case of F i r s t Nat ional Bank of Denver v . Fed-
e r a l Reserve Bank u n t i l today . In view of the f a c t t h a t your p e t i t i o n 
f o r r e h e a r i n g must be f i l e d on the 13th i n s t a n t , l e s s than a week 
from today, I doubt t h a t Mr. Baker would have time to be of much 
a s s i s t a n c e i n p r e p a r i n g i t , even i f h i s s e r v i c e s were needed. 

Upon a h a s t y examinat ion of the opinion, I am i n c l i n e d to 
th ink t h a t the ca se involves no ques t ion of i n t e r e s t to the Federa l 
r e s e r v e system a s a whole; f i r s t , because i t a r i s e s under the o ld 
r e g u l a t i o n J and, second, because i t appa ren t l y t u r n s l a r g e l y upon 
a q u e s t i o n of a c t u a l neg l igence . I th ink i t could e a s i l y be d i s -
t i n g u i s h e d from any case a r i s i n g under the new r e g u l a t i o n s , and I 
do not b e l i e v e t h a t the op in ion con ta in s anything which would be very 
harmful on the gene ra l ques t i on of the r i g h t s and l i a b i l i t i e s of 
Federa l r e s e r v e banks wi th r e s p e c t to check c o l l e c t i o n s . However, 
i n view of the f a c t t h a t they may d i sag ree wi th t h i s view, I am t a k i n g 
the l i b e r t y of t r a n s m i t t i n g copies of the op in ion and of our c o r r e -
spondence to counsel f o r a l l of the o the r Federa l r e s e r v e banks w i t h 
a r eques t f o r an expres s ion of t h e i r views on the q u e s t i o n whether 
t h i s case i s of importance to the Federal r e se rve system a s a whole. 

Counsel f o r the o t h e r Federa l r e se rve banks a p p a r e n t l y 
have not been f u r n i s h e d wi th copies of your b r i e f s i n t h i s case , and 
I suggest t h a t i t would be adv i sab le to send them c o p i e s . 

As I wi red you today, I s e r i o u s l y doubt the a d v i s a b i l i t y 
of a t t e m p t i n g to o b t a i n a review of t h i s d e c i s i o n by the Supreme Court 
of the Uni ted S t a t e s . I t seems to me t h a t a f a v o r a b l e dec i s i on by 
the Supreme Court would not be of any g r e a t value , i n view of the 
f a c t t h a t the ca se does not a r i s e under the new r e g u l a t i o n s ; whereas 
an u n f a v o r a b l e d e c i s i o n might provoke f u r t h e r l i t i g a t i o n and might 
r e s u l t i n an op in ion announcing broad p r i n c i p l e s which could be 
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e f f e c t i v e l y quoted a g a i n s t the Federa l r e s e r v e banks i n o the r 
check c o l l e c t i o n cases , even when such cases a r i s e under the new 
r e g u l a t i o n s . From a system s t andpo in t , t h e r e f o r e , I am i n c l i n e d 
to th ink we would have eve ry th ing to l o s e and ve ry l i t t l e , i f 
anyth ing , to ga in "by o b t a i n i n g a review of t h i s d e c i s i o n by the 
Supreme Court of the Uni ted S t a t e s . From a system s t andpo in t , I 
t h ink i t would be b e t t e r p o l i c y to await an oppor tun i ty to get 
the Supreme Court to p a s s upon a case a r i s i n g under the new regu-
l a t i o n s , i n the hope t h a t a d e c i s i o n rendered i n such a case would 
render the d o c t r i n e of the o l d Malloy case e n t i r e l y o b s o l e t e . 

This l e t t e r i s w r i t t e n a f t e r a very h a s t y c o n s i d e r a t i o n , 
however, and i f you d i sag ree w i th the views h e r e i n expressed , I 
should l i k e very much to have an express ion of your own views. 

With b e s t pe r sona l r e g a r d s , I am 

Cord ia l ly yours , 

Walter Wyatt, 
General Counsel . 

WWivdb 
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FEDERAL RESERVE BAH 
of 

KANSAS CITY 

E. G. Leedy, Counsel 
1503 Federa l Reserve Bank Bldg . , 

Kansas Ci ty , Missour i . 
March 5, 1930. 

Honorable Walter Wyatt, Counsel, 
Federa l Reserve Board, 
Washington, D. C. 

My dear Mr. Wyatt: 

The Supreme Court of Colorado has j u s t handed down 
i t s op in ion i n the case of F i r s t Nat ional Bank of Denver v s . 
Fede ra l Reserve Bank. As you perhaps w i l l r e c a l l , t h i s s u i t 
was brought by the F i r s t Nat ional Bank a s a s s ignee , f o r one 
of i t s customers, to r ecove r the amount of v a r i o u s checks 
which the Denver Branch of our bank sent to the C i t i z e n s S t a t e 
Bank of Ordway, Colorado, i n September, 1921, and f o r which 
r e m i t t a n c e s by d r a f t were r e c e i v e d which could not be c o l l e c t e d 
on account of the c l o s i n g of the drawee bank. 

As I r e p o r t e d a t one of the conferences of counsel , 
t he t r i a l cou r t s u s t a i n e d a demurrer to t h e de fenses s e t up i n 
our answer based on Regula t ion J and our own General L e t t e r , as 
we l l a s our defense of custom. Upon the t r i a l of the case , the 
D i s t r i c t Judge adhered to h i s p o s i t i o n wi th r e f e r e n c e to these 
de f ense s , and we were p e r m i t t e d to in t roduce no evidence under 
them. 

There has never been any s e r i o u s ques t i on i n my mind 
t h a t the case would be r e v e r s e d by the Supreme Court of Colorado, 
and Messrs . Lewis and Grant, a t t o r n e y s a t Denver, who have been 
a s s o c i a t e d wi th me i n i t s hand l ing , have f e l t even more con f iden t 
than I of the u l t i m a t e r e s u l t , i f t h a t could have been p o s s i b l e . 
The d e c i s i o n now handed down, which a f f i r m s the judgment of the 
t r i a l cou r t , comes accord ing ly a s a d i s t i n c t shock and s u r p r i s e . 

I have not a t t empted to c a r e f u l l y ana lyze the opinion, 
a s i t has j u s t reached me, but from such examinat ion as I have 
made of i t , i t seems t h a t the Court has devoted i t s e l f l a r g e l y 
to m a t t e r s which a re not a t a l l d e c i s i v e of the i s s u e s , and has 
f a i l e d to recognize the p r i n c i p l e s and a u t h o r i t i e s on which we 
r e l i e d . I t seems doub t fu l t h a t the dec i s ion , i f i t s t ands , w i l l 
be of any embarrassment e i t h e r to our bank or o the r Federa l Re-
serve Banks, inasmuch as a t the time the checks were hand led 
the re were no express p r o v i s i o n s i n Regula t ion J or our General 
L e t t e r a u t h o r i z i n g the acceptance of exchange d r a f t s as r e m i t -
t a n c e s . The Court , however, i n t i m a t e s t h a t our General L e t t e r , 
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even i f i t had. con ta ined s p e c i f i c r e f e r e n c e to the acceptance of 
exchange d r a f t s , i s i n v a l i d . I t i s p r i m a r i l y by r eason of t h i s 
r e f e r e n c e , and the f a c t t h a t the Court has a p p a r e n t l y r e f u s e d 
to g ive e f f e c t to Regula t ion J , i n s o f a r as i t pe rmi t s i tems to 
he sen t d i r e c t , t h a t I am h a s t e n i n g to r e f e r the m a t t e r to you. 

In o rder t h a t you may he f u l l y adv i sed i n the p remises , 
I am sending you the fo l lowing : 

1 . Copy of the opinion of the Supreme Court of Colorado, to 
which i s a t t a c h e d copy of l e t t e r of Messrs . Lewis and Grant, 
t r a n s m i t t i n g the same to me. 

2 . A b s t r a c t of the Record and Assignments of E r r o r . 
3 . Br i e f of p l a i n t i f f i n E r r o r . 
4 . Br ie f of Defendant i n E r r o r . 
5 . Reply of Br ie f of P l a i n t i f f i n E r r o r . 

As p o i n t e d out i n the l e t t e r of Messrs . Lewis and Grant 
the p e t i t i o n f o r r e - h e a r i n g must he f i l e d w i t h i n t en days from the 
day the opin ion was handed down, which was March 3 . 

I f upon examinat ion of the enclosed , you f e e l t h a t t he 
d e c i s i o n may have an i n j u r i o u s e f f e c t on the r e s e r v e hanks i n 
t h e i r t r a n s i t o p e r a t i o n s , and t h a t i t would "be adv i s ab l e f o r Mr. 
Baker to p a r t i c i p a t e i n the p r e p a r a t i o n of the p e t i t i o n f o r r e -
h e a r i n g , or to o therwise take p a r t i n the f u r t h e r hand l ing of the 
case , i t w i l l be agreeab le f o r you to r e f e r the ma t t e r to him; or 
i f you f e e l t h a t any o ther course should be fo l lowed, I should 
l i k e f o r you to suggest the same. 

I n the meantime, I s h a l l of course c o l l a b o r a t e wi th 
Messrs . Lewis and Grant i n the p r e p a r a t i o n of a t e n t a t i v e p e t i t i o n 
f o r r e - h e a r i n g , w i th the view of e v e n t u a l l y a t t e m p t i n g to o b t a i n 
a review by the Supreme Court of the Uni ted S t a t e s , should the 
r e - h e a r i n g not be g r a n t e d . 

When you have a r r i v e d a t a dec i s i on about the m a t t e r , 
I should be g l a d f o r you to adv i se me thereof by w i r e . 

Yours very t r u l y , 

(S) H. G. Leedy. 

HGLiFH 
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LEWIS ATO GRANT 
At torneys and Counsel lors a t Law 

F i r s t Nat ional Bank Bui ld ing 
Denver, Colorado 

Mason A. Lewis 
James B. Grant 
Robert L. S t e a r n s 
F. W. Sanborn, J r . March 4, 1930. 

H. G. Leedy, Esq . , 
Federa l Reserve Bank Bui ld ing , 
Kansas C i ty , Missour i . 

Dear Mr. Leedy:- * 

Re: Federa l Reserve Bank v s . F i r s t Nat ional Bank. 

Herewith we hand you copy of the ""bad news" which we r e c e i v e d 
from the Supreme Court in the above cause l a t e y e s t e r d a y a f t e r n o o n . I 
w i l l not a t t empt to g ive you my ideas of the op in ion i n d e t a i l , as I am 
h u r r y i n g to g e t t h i s copy of the opinion o f f by s p e c i a l d e l i v e r y a t t he 
e a r l i e s t p o s s i b l e moment. We only have f i f t e e n days f o r p e t i t i o n f o r 
r ehea r ing , and the same mast be p r i n t e d and f i l e d wi th the Supreme Court 
w i t h i n t h a t t ime . 

In g e n e r a l , I f e e l t h a t the Court has made some r a t h e r bad 
miss ta tements of f a c t and t h a t i t s conc lus ions of law a re t e r r i b l e . 

I f you agree wi th me t h a t a p e t i t i o n f o r r e h e a r i n g should be 
f i l e d , I would a p p r e c i a t e i t i f you w i l l fo rmula te your views in suppor t 
of such p e t i t i o n and l e t me have them a t the e a r l i e s t p o s s i b l e t ime. 

I t i s , of course , probable t h a t p e t i t i o n f o r r e h e a r i n g w i l l be 
denied, and i n t h a t event I would a p p r e c i a t e knowing your views as to the 
d e s i r a b i l i t y of a t t e m p t i n g to take the case to the Supreme Court of the 
Uni ted S t a t e s . 

With b e s t p e r s o n a l r e g a r d s . 

Very t r u l y yours , 

/ s / Lewis and Grant 
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No. 12143. 

FEDERAL RESERVE BAH OF 
KANSAS CITY, MISSOURI, 
a Corpora t ion , 

P l a i n t i f f i n E r r o r , 

v s . 

THE FIRST NATIONAL BANK 
OF DENVER, a Corpora t ion 

Defendant i n E r r o r . 

EN BANC. 

E r r o r to the D i s t r i c t Court of the Ci ty and 
County of Denver. 

Hon. Henry Bray, Judge. 

JUDGMENT AFFIRMED. 

-"•0—0—0—0—0—0—0—0—0—0—0—0—0-0-0—0—0—0—0-0-0— 

MESSRS. LEWIS AND GRANT, 
MR. H. G. LEEDY. 

At torneys f o r P l a i n t i f f i n E r r o r . 

MESSRS. HUGHES AND DORSEY, 
MESSRS. BENEDICT AND PHELPS. 

At to rneys f o r Defendant i n E r r o r . 

Mr, J u s t i c e Burke Del ive red the opinion of the Court 
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For convenience p l a i n t i f f i n e r r o r i s h e r e i n a f t e r r e f e r r e d 

to as "de fendan t " ; defendant i n e r r o r as " p l a i n t i f f " ; The C i t i z e n s 

S t a t e Bank of Ordway, Colorado, as " the Ordway S t a t e Bank"; the Re-

ce ive r of s a i d C i t i z e n s S t a t e Bank of Ordway as " the r e c e i v e r " ; The 

F i r s t Na t iona l Bank of Ordway, Colorado, as " the Ordway Nat ional Bank"; 

The Cen t ra l Savings Bank and Trust Company of Denver, Colorado, a s 

" the Trus t Company"; the S t a t e Bank Commissioner of Colorado as " the 

commissioner"; John Ami con Bro ther and Company of Ordway, Colorado, 

as " the Amicon Co." ; The Hal l ack and Howard I/umber Company of Denver, 

Colorado, as " the Lumber Co."; and Federa l Reserve D i s t r i c t No. 10 as 

" D i s t . No. 10 ." 

P l a i n t i f f sen t c e r t a i n checks to defendant f o r c o l l e c t i o n 

which was not made. A l l e g i n g t h a t t h i s bus ine s s was improper ly handled 

to i t s damage i n the sum of $8851.46 i t "brought t h i s a c t i o n to r ecover 

t h a t amount wi th i n t e r e s t . The cause was t r i e d to the Court which 

found f o r p l a i n t i f f i n the sum of $7 ,528.40 . To review the judgment 

en t e r ed acco rd ing ly defendant p ro secu t e s t h i s w r i t . 

Defendant i s o rgan ized under the Act of Congress c r e a t i n g 

Federa l Reserve Banks. P l a i n t i f f and the Ordway Na t iona l Bank a re both 

Nat iona l Banks, c i t i z e n s of Colorado, and members of de fendan t . 

The Amicon Co. had a checking account i n the Ordway S t a t e Bank 

wi th a ba lance t h e r e i n to i t s c r e d i t of over $8,000. I t drew the reon to 

the Lumber Co. nine checks f o r va r ious sums, t o t a l i n g i t s ba l ance . 

September 27, 1921, the Lumber Co. indorsed these checks and depos i t ed 

them wi th p l a i n t i f f f o r c o l l e c t i o n . The depos i t s l i p used f o r t h a t p u r -

pose con ta ined the fo l l owing c o n d i t i o n s : 

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



X-6529-c 

- 2 -

f ,This Bank w i l l observe due d i l i g e n c e in i t s endeavor to 
s e l e c t r e s p o n s i b l e agen ts , but w i l l not be l i a b l e i n case 
of t h e i r f a i l u r e or negl igence or f o r l o s s of i tems i n 
the m a i l . Checks on t h i s Bank w i l l be c r e d i t e d c o n d i t i o n -
a l l y ; i f not found good a t the c lose of bus ines s on day 
depos i t ed they w i l l be charged back to the depos i to r and 
the l a t t e r n o t i f i e d . All i tems a re c r e d i t e d s u b j e c t to 
f i n a l cash payment and a r e handled a t the r i s k of deposi tor . 1 1 

P l a i n t i f f c r e d i t e d them to the checking account of the Lumber Co. and 

sent them to defendant f o r c o l l e c t i o n . Defendant thereupon indorsed 

them and sen t them f o r payment to the Ordway S t a t e Bank on which they 

were drawn. Sa id bank r e c e i v e d them on September 29, and on October 5, 

1921, i s s u e d i n payment thereof i t s d r a f t on the Trust Company, stamped 

the checks "Paid" , r e t u r n e d them to the Ami con Co. and charged t h a t 

company's account wi th t h e i r f a c e . Sa id d r a f t on the Trus t Company was 

sent by mail to defendant and r ece ived by i t October 6, p r e s e n t e d to the 

Trust Company f o r payment, and by i t d ishonored. October 8, the Ordway 

S t a t e Bank was c lo sed by the commissioner. Three weeks l a t e r defendant 

n o t i f i e d p l a i n t i f f of t h i s f a i l u r e of the c o l l e c t i o n . P l a i n t i f f t h e r e -

upon n o t i f i e d the Lumber Co. and charged the paper back to i t . The 

checks, however, remained in p o s s e s s i o n of the Amicon Co. A l l I n t e r e s t 

of the Lumber Co. has been a s s igned to p l a i n t i f f . Defendant t h e r e a f t e r 

f i l e d , wi th the commissioner, i t s claim, based upon the dishonored d r a f t 

above mentioned, and has r e c e i v e d dividends the reon . 

The negl igence s p e c i f i c a l l y charged to defendant , and whereon 

i t i s a l l e g e d i t s l i a b i l i t y r e s t s , c o n s i s t s i n ; 1 - fo rward ing s a i d 

checks d i r e c t to the "bank on which they were drawn, i n s t e a d of c o l l e c t i n g 

them through a t h i r d p a r t y ; 2 - s u r r e n d e r i n g s a i d checks f o r the d r a f t of 

the Ordway S t a t e Bank i n s t e a d of demanding payment i n cash; 3 - f a i l i n g 
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to c o l l e c t w i t h i n a reasonable time or n o t i f y p l a i n t i f f of t h a t f a i l u r e . 

A demurrer to the complaint f o r want of f a c t s was o v e r r u l e d . 

Aside from e s s e n t i a l den ia l s i n the answer the second defense 

p leaded a banking custom to remi t c o l l e c t i o n s by d r a f t i n s t e a d of cash; 

a l s o the p r o v i s i o n s of "General L e t t e r No. 233" of defendant ( i s s u e d 

under a u t h o r i t y of an Act of Congress) and r e g u l a t i o n J , s e r i e s of 1920, 

of the Federa l Reserve Board; a l l which i t i s a l l e g e d , were a p a r t of i t s 

c o n t r a c t wi th p l a i n t i f f and j u s t i f i e d i t s conduct . A t h i r d defense 

a s s e r t e d t h a t p l a i n t i f f was not the r e a l p a r t y in i n t e r e s t , "because, not 

"being the owner of the Ami con Co. checks i t had l o s t no th ing "by reason of 

t h e i r c a n c e l l a t i o n u n c o l l e c t e d . This was the con t en t i on upon which the 

demurrer to the complaint was "based. A demurrer f o r want of f a c t s was 

s u s t a i n e d t o s a i d second and t h i r d de f ense s . 

The cause was t r i e d to the Court wi thout a j u r y . F ind ings were 

f o r p l a i n t i f f , and to review the judgment thereupon en t e r ed defendant 

p ro secu t e s t h i s w r i t . 

P l a i n t i f f f i r s t "brought s u i t i n the U. S. D i s t r i c t Court f o r 

Colorado. The h i s t o r y of i t t he re w i l l "be found i n F i r s t N a t l . Bank v . 

Federa l Reserve Bank, 283 Fed. 700, and i n 5 Fed. (2nd) 339. Meanwhile, 

"by a U. S. S t a t u t e and i t s c o n s t r u c t i o n , (Federa l Land Bank v . U. S. 

N a t l . Bank, 13 Fed.—2nd—36) the U. S. D i s t r i c t Court l o s t j u r i s d i c t i o n , 

and d ismissed the cause wi thou t p r e j u d i c e . P l a i n t i f f thereupon f i l e d the 

p r e s e n t a c t i o n . 

For the purpose of f u r t h e r c o n s i d e r a t i o n of t h i s cause we w i l l 

t r e a t the second defense as s t and ing and, i n so f a r as m a t e r i a l , admi t t ed . 

In s u s t a i n i n g the demurrer to the complaint i n the U. S. Dis-
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t r i c t Court f o r Colorado, on August 16, 1922, Judge Symes d id so on the 

ground t h a t the Lumber Co. and defendan t " a re e n t i r e s t r a n g e r s , and the 

fo rmer , a c c o r d i n g to the r a l e i n the Federa l Cour ts and t h e c o u r t s of 

Colorado, h a s no r i g h t of a c t i o n a g a i n s t the d e f e n d a n t . ***** The 

Ass ignor h a v i n g no r i g h t of a c t i o n , i t s a s s i g n e e can "be i n no "bet ter 

p o s i t i o n . " 

F i r s t N a t l . Bank v . Fed. Reserve Bank 283 Fed . 700. 

Feb rua ry 18, 1924, a cause r e a c h e d f i n a l judgment which invo lved 

t h e l i a b i l i t y of t h e F e d e r a l Reserve Bank of Richmond, V i r g i n i a , on a 

check drawn i n North C a r o l i n a , on a bank i n t h a t s t a t e , f i r s t d e p o s i t e d 

f o r c o l l e c t i o n w i t h a bank i n F l o r i d a , and p a s s i n g thence through two 

o t h e r s to s a i d Richmond bank which s e n t i t f o r c o l l e c t i o n to the drawee, 

where i t was p a i d w i t h p a p e r t h e r e a f t e r d i shonored . I n t h a t cause t h e 

Supreme Court of the U n i t e d S t a t e s h e l d t h a t the r a l e announced by Judge 

Symes, sup ra , was t h e r u l e i n the F e d e r a l c o u r t s , bu t t h a t i t "may, of 

course , be v a r i e d by c o n t r a c t , exp re s s or i m p l i e d , " and t h a t a F l o r i d a 

s t a t u t e , a d o p t i n g t h e c o n t r a r y r u l e , was w r i t t e n i n t o t h e c o n t r a c t and 

c o n t r o l l e d " t h e r e l a t i o n s of t h e drawee to the i n i t i a l bank of d e p o s i t . " 

Federal Reserve Bank v . Malloy 264 U. S. 160. 

Assuming t h a t " t h e Richmond bank was not n e g l i g e n t i n send ing 

the check d i r e c t l y to the bank on which i t was drawn" t h e Court t h e r e i n 

f u r t h e r h e l d t h a t i f a bank r e c e i v i n g commercial pape r f o r c o l l e c t i o n , 

" accep t s the check of the p a r t y bound t o make payment and s u r r e n d e r s t h e 

p a p e r , i t i s r e s p o n s i b l e to the owner f o r the r e s u l t i n g l o s s . ( C i t i n g 

c a s e s ) . I t i s u n n e c e s s a r y to c i t e o t h e r d e c i s i o n s s i n c e t h e y a r e a l l 

p r a c t i c a l l y u n i f o r m . " The Court then c o n s i d e r s the d e f e n s e s of custom, 
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and the r e g u l a t i o n of the Federa l Reserve Board r e l i e d upon i n the 

i n s t a n t case , and so d i sposes of both as to make them e n t i r e l y un tenab le 

h e r e . The language of Mr. J u s t i c e Su ther land , au thor of t h a t opinion, 

can not he improved upon, and i t s r e p e t i t i o n would he s u p e r f l u o u s . C i t a -

t i o n i s s u f f i c i e n t . 

T h e r e a f t e r , and on May 25, 1925, t h i s con t roversy , a s framed 

i n the f e d e r a l forum, reached the C i r c u i t Court of Appeals of the Eigh t 

C i r c u i t which h e l d t h a t the c o n t r a c t between the Lumber Co. and p l a i n t i f f , 

a s d i s c l o s e d by the depos i t s l i p , had the same e f f e c t a s given by t h e U. S. 

Supreme Court t o the F l o r i d a s t a t u t e i n the Malloy case, supra, and t h a t 

no want of knowledge of the terms of t h a t c o n t r a c t could a v a i l t h i s de-

fendan t because " i t s d u t i e s i n the premises were e x a c t l y the same whether 

i t was a c t i n g a s agent of the p l a i n t i f f or of the Lumber Co. and i t can 

make no d i f f e r e n c e to defendant whether i t i s c a l l e d upon to answer f o r 

i t s n e g l e c t of duty" to one of the o t h e r . 

F i r s t N a t l . Bank v . Fed. Reserve Bank 6 Fed. (2nd) 339. 

Twelve days b e f o r e t h a t opinion was handed down the Act of Con-

g re s s dep r iv ing the Federa l Courts of j u r i s d i c t i o n and l a t e r r e s u l t i n g i n 

the d i smis sa l of the cause t h e r e i n , had become e f f e c t i v e , hence, s t r i c t l y 

speaking, the judgment i s not a u t h o r i t y , but we approve i t s reason ing and 

c o n c l u s i o n s . 

Defendant h e r e says a l l t h i s i s answered by City of Douglas 

v . Federa l Reserve Bank 271 U. S. 489; 70 L. Ed. 1051, wherein the Court 

s a i d : 

"When paper i s indorsed wi thout r e s t r i c t i o n by a d e p o s i t o r , 
and i s a t once pas sed to h i s c r e d i t by the bank to which he 
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d e l i v e r s i t , he "becomes the c r e d i t o r of the bank; the bank 
becomes the owner of the paper , and i n making the c o l l e c t i o n 
i s not the agent f o r the d e p o s i t o r . " 

S tanding wi thout q u a l i f i c a t i o n t h a t language would r e v e r s e the Malloy 

case , which, however, i s c i t e d i n the opin ion and c l e a r l y approved. The 

s ta tement i s , of course , in t ended to apply only i n the absence of s p e c i a l 

c o n t r a c t . The Court thereupon takes up the con ten t ion of spec i a l con-

t r a c t , which t h e r e i n r e s t s only upon the fo l lowing words con ta ined i n 

the p a s s book: " a l l out of town items c r e d i t e d s u b j e c t to f i n a l pay-

ment," and ho lds t h a t those words "d id not vary the l e g a l r i g h t s and 

l i a b i l i t i e s i n c i d e n t to t h a t r e l a t i o n s h i p (of i ndo r se r and indor see ) 

u n l e s s i t d i spensed wi th n o t i c e of dishonor to the d e p o s i t o r . " Hence 

we th ink t h i s a u t h o r i t y i n a p p l i c a b l e . 

That a l l t h i s i s e n t i r e l y c o n s i s t e n t wi th our own d e c l a r a t i o n 

on the s u b j e c t , so f a r as t h i s Court has spoken, seems c l e a r . 

"Whether such a t r a n s a c t i o n c o n s t i t u t e s a s a l e of the 
check to the f i r s t bank or i s merely a depos i t f o r 
c o l l e c t i o n depends upon the f a c t s and c i rcumstances 
a t t e n d i n g the t r a n s a c t i o n , " 

F i r s t N a t l . Bank v . Fleming S t a t e Bank 74 Colo. 309; 221 Pac . 891. 

" e C e S a a r i l y h ° 1 4 

Bromfie ld v . Cochran e t a l . Colo. 
283 Pac . 45. * 

We conclude, t h e r e f o r e , t h a t the demurrer to the complaint was 

p r o p e r l y o v e r r u l e d and t h a t to the t h i r d defense p r o p e r l y s u s t a i n e d . 

Of the de fenses to the charge of negl igence i t remains only to 

n o t i c e f u r t h e r those of custom and "General L e t t e r No. 233", a l though 

both, we th ink , a r e answered by the a u t h o r i t i e s c i t e d . Since the l e t t e r 
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does not p rov ide f o r c o l l e c t i o n save i n cash i t i s , i f o therwise v a l i d , 

immater ial h e r e . Assuming the custom i t i s no defense t o neg l i gence . 

Pinkney v . Kanawha Valley Bank 68 W. Va. 254; 69 S. E. 1012; 
32 L. R. A. (IT. S . ) 987. 

I t i s a l s o t h e r e i n h e l d t h a t i f the c o l l e c t i n g Bank has reason to doubt 

the s t a b i l i t y of the drawee i t s d i l i gence should "be commensurate wi th 

t h a t i n f o r m a t i o n ; t h a t the genera l r u l e i s t h a t d i r e c t t r ansmiss ion to 

the drawee i s neg l igence ; t h a t i f thereby the check, unpaid , i s l o s t to 

the customer, he has an a c t i o n i n assumpsi t a g a i n s t the c o l l e c t o r f o r 

the f u l l amount t h e r e o f . 

We th ink , under t h e c i rcumstances he re d i s c l o s e d , each of the 

a c t s charged, i . e . , fo rward ing d i r e c t to the bank on which the checks 

were drawn, a c c e p t i n g payment i n i t s d r a f t i n s t e a d of cash, and n ine days' 

delay i n a c t i o n , c o n s t i t u t e d neg l igence . That conc lus ion i s s t r eng thened 

when we cons ider the t h r e e , as we should, c o l l e c t i v e l y . But when we add to 

these t h a t the Ordway S t a t e Bank belonged to a c l a s s among which t h e r e was 

a t t h i s time known weakness; t h a t the i tems were, f o r i t , l a r g e ; t h a t 

defendant had a meiflber bank i n the same small town to which the c o l l e c t i o n 

might have been s e n t ; and t h a t the l e t t e r of t r a n s m i t t a l conta ined , among 

o the r s , the f o l l o w i n g i n s t r u c t i o n s — 

"Do not h o l d any i tems, but p r o t e s t a l l i tems over 
$10 not promptly honored a s drawn and r e t u r n imme-
d i a t e l y . * * * Wire non-payment of i tems $500 or 
over" —— 

a l l of which were v i o l a t e d ; and t h e r e seems to us no remaining doubt of 

d e f e n d a n t ' s neg l igence and l i a b i l i t y . Both, we th ink , were acknowledged 

when defendant f i l e d wi th the commissioner i t s c laim based upon the 

dishonored d r a f t . 

The judgment i s a f f i r m e d . 

Campbell J . , not p a r t i c i p a t i n g 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-65S0 

March 10, 1930. 

SUBJECT: Procedure f o r Redemption of Gold C e r t i f i c a t e s . 

Dear S i r : 

There i s enc losed herewi th copy of a l e t t e r r ece ived 
from Honorable Ogden L. M i l l s , Undersecre ta ry of the Treasury, 
o u t l i n i n g a sugges ted s p e c i a l procedure f o r exchanging gold 
c e r t i f i c a t e s of the o ld s i z e s t i l l h e l d by some of the Federal 
r e s e r v e banks and Federa l r e se rve agen t s , f o r new s i z e c e r t i f i -
c a t e s . C e r t a i n Federa l r e se rve banks have a l r e a d y exchanged 
t h e i r o l d s i z e gold c e r t i f i c a t e s f o r new and t h i s l e t t e r i s 
add re s sed to them merely as a ma t t e r of i n fo rma t ion . 

I t i s r e q u e s t e d tha t those Federal r e s e r v e banks 
hav ing o l d s i z e go ld c e r t i f i c a t e s on hand, adv i se the. Board a t 
a s e a r l y a da te a s p o s s i b l e , the amount and denomination of 
such o l d s i z e c e r t i f i c a t e s h e l d by the bank and the Federa l 
r e s e r v e agen t , t oge the r wi th the amount and denominations which 
i t i s d e s i r e d to have shipped from Washington i n exchange. Upon 
r e c e i p t of t h i s adv ice the Board w i l l a r r ahge & schedule of sh ip -
ments . Te legraphic advice i n the usua l course w i l l be forwarded 
to the Federa l r e s e r v e bank on the date shipments a r e d i spa tched 
from Washington and on the day the new s i z e c e r t i f i c a t e s a r e 
r e c e i v e d the Federa l r e s e r v e bank w i l l a r range to redeem an 
equ iva l en t amount of the o ld s i z e c e r t i f i c a t e s i n accordance wi th 
the p r e s e n t e s t a b l i s h e d p rocedure . 

The Undersecre ta ry emphasizes the f a c t t h a t the success 
of t h i s p rocedure i s dependent upon the redemption of the old 
s i z e c e r t i f i c a t e s on the same day t h a t the new s i z e a r e r e c e i v e d 
and your coope ra t ion on t h i s p o i n t i s u r g e n t l y s o l i c i t e d . The 
above arrangement does not involve any changes i n the p r e s e n t 
account ing p rocedure . The shipment and redemption o p e r a t i o n s a re 
merely in t ended to ba lance one another and thus p reven t any un-
usua l change i n the gold p o s i t i o n of e i t h e r the Federa l r e s e r v e 
banks or the Treasury . 

Due to the f a c t t h a t they a r e dependent e n t i r e l y upon 
the f r e e go ld p o s i t i o n of the Treasury, shipments of go ld 
c e r t i f i c a t e s i n the p a s t , a s i d e from the s p e c i a l exchange 
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t r a n s a c t i o n s r e f e r r e d to above, have occasioned d i f f i c u l t y , 
p a r t i c u l a r l y dur ing Treasury f i n a n c i n g p e r i o d s . In o rde r 
to avo id t h i s d i f f i c u l t y i n the f u t u r e , a p l a n i s now under 
d i s c u s s i o n which w i l l p rovide f o r automatic c r e d i t i n the 
gold s e t t l e m e n t f u n d f o r a l l redemptions of gold c e r t i f i c a t e s 
and payment f o r new c e r t i f i c a t e s shipped by gold se t t l emen t 
f u n d check on the da te of r e c e i p t . This p l a n has not ye t 
"been worked i n t o d e f i n i t e form f o r submission to the S e c r e t a r y 
of the Treasury and the Board, but when the d e t a i l s have been 
ag reed upon, i f i t r e ce ive s the approval of the S e c r e t a r y and 
the Board, the Federa l r e se rve banks w i l l be a d v i s e d . 

Very t r u l y yours , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL F . R. BAMS. 
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TREASURY EEPAEDiSNT 

WASHINGTON 

March 5, 1930. 

Dear Governor Young: 

I unde r s t and t h a t s e v e r a l of the Federal Reserve Agents and 

Federa l Reserve Banks have i n t h e i r own cash hold ings s u b s t a n t i a l 

sums of o l d - s i z e gold c e r t i f i c a t e s which they wish to exchange f o r 

the new-s ize c e r t i f i c a t e s . On account of the n e c e s s i t y f o r the 

Treasury to h o l d f r e e gold a g a i n s t gold c e r t i f i c a t e s i n t r a n s i t , 

the p r e s e n t procedure i s not adequate to handle t r a n s a c t i o n s invo lv -

ing these l a r g e amounts. I t i s t h e r e f o r e suggested t h a t the 

fo l lowing procedure he observed: 

(1) The Board w i l l a s c e r t a i n from each Federa l Reserve 

Bank the amount of the o l d - s i z e gold c e r t i f i c a t e s h e l d "by the 

Federa l Reserve Agent, and the Federa l Reserve Banks and branches 

which i t i s d e s i r e d to exchange f o r the new-size c e r t i f i c a t e s , and 

w i l l f u r n i s h to the Treasurer of the Uni ted S t a t e s the amounts a c -

cording to Federa l Reserve Banks and b ranches . 

(2 ) In the case of each Federa l Reserve Bank, new-size 

go ld c e r t i f i c a t e s w i l l be sh ipped by the Treasurer upon r eques t of the 

Board i n s p e c i f i e d amounts, wi th the unders tand ing t h a t on the date 

the new-size c e r t i f i c a t e s a r e r ece ived and c r e d i t e d i n the T r e a s u r e r ' s 

account , a l i k e amount of o l d - s i z e gold c e r t i f i c a t e s w i l l be r e -

deemed i n accordance wi th i n s t r u c t i o n s under the procedure now ob-

se rved . 
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(3) F a l l i n s t r u c t i o n s i n the mat te r w i l l be g iven "by the 

Board to each of the Fede ra l Reserve Banks concerned, and i t should 

"be made c l e a r t h a t i n each in s t ance "both t r a n s a c t i o n s ( r e c e i p t 

and redemption) should occur on the same d a t e . 

The above -ou t l i ned procedure w i l l make the t r a n s a c t i o n s 

"wash" through the Government's account on the same date wi thout 

d i s t u rbance of the p r e s e n t account ing procedure in any manner, 

and should enable the Board to handle these t r a n s a c t i o n s wi th 
% 

g r e a t e r e x p e d i t i o n wi thout i n c u r r i n g any a d d i t i o n a l r i s k i n the 

ma t t e r to the Government. 

Very t r u l y yours , 

(S) Ogden L. M i l l s .. 
Undersecre ta ry of the Treasury 

Hon. B. A. Young, 
Governor, Federa l Reserve Board, 
Washington, D. C. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-S531 

March 10, 1930. 

SUBJECT: Calculat ion of Beserves as a t the Close 
of Business the Previous Day. 

Dear S i r ; 

The Board has r ece ived r e p l i e s from a l l 
Federa l r e s e r v e banks to i t s l e t t e r of January 31, 
(X-5489), a sk ing f o r express ions as to what "benefi ts 
i t i s expected member banks would de r ive from a 
proposed amendment to the Board ' s Regula t ions which 
would pe rmi t t he c a l c u l a t i o n of r e s e r v e s a s a t t h e 
c l o s e of b u s i n e s s the p rev ious day. 

t he se r e p l i e s were r e f e r r e d to the r e c e n t l y 
appo in ted committee on r e se rves which f e e l s t h a t t h i s 
q u e s t i o n should be cons idered i n connect ion wi th a 
number of o the r ques t ions which a r e bound to a r i s e i n 
the course of i t s s tudy, and upon i t s recommendation, 
a t the meet ing of the Board on March 6, i t was vo ted 
t h a t the p roposa l be l e f t wi thout de te rmina t ion u n t i l 
the committee has cons idered the whole r e se rve problem. 

Very t r u l y yours , 

R. A. Young, 
Governor. 

TO GOVERNORS OF AIL F . R. BAMS. 
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F E D E R A L R E S E R V E B O A R D 

s n A m m m f o r the p rbss 

For immediate r e l e a s e . March 13, 1930. 

The Fede ra l Reserve Board announces t h a t the Federa l Reserve 

Bank of New York has e s t a b l i s h e d a r ed i scoun t r a t e of 3 l / 2 pe r cent 

on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e March 14, 1930. 
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F E D E R A L E S S I 2 V E B O A R D 

STATEMENT FOR THE PRESS 

Washington, D. C. 
For r e l e a s e a t 3 p . m. March 14, 1930. 

The Federa l Reserve Board announces t h a t the Federa l 

Reserve Bank of Cleveland has e s t a b l i s h e d a r ed i scoun t r a t e 

of 4<j> on a l l c l a s s e s of paper of a l l m a t u r i t i e s , e f f e c t i v e 

March 15, 1930. 
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COPY X-S536 

Law O f f i c e s 
UELAND & U3IAND 

800 Secu r i t y Bui ld ing 
Minneapolis 

Andreas Ueland 
S igurd Ueland February 27, 1930. 
Rolf Ueland 

Marcus G. Sundheim 

Walter Wyatt, E s q . , 
Counsel Federa l Reserve Board, 
Washington, B.C. 

Dear Mr. Wya t t : -

In the case of Osage Nat ional Bank v . Federa l Reserve Bank 

of Minneapol is the t r i a l judge has en t e r ed an order pur suan t to 

p l a i n t i f f ' s motion f o r amended f i n d i n g s , i n which order the cour t 

amends i t s f i n d i n g s h e r e t o f o r e f i l e d by adding a paragraph r ead ing 

as f o l l o w s : 

"That a t the time s a i d checks of p l a i n t i f f were r e c e i v e d 
by s a i d Corn Exchange Nat ional Bank, and a t the time of 
a l l t r a n s a c t i o n s involved i n t h i s a c t i o n i t was the law 
of the S t a t e of I l l i n o i s , i n which s t a t e s a i d Corn Ex-
change Nat iona l Bank was s i t u a t e d and where i t r e c e i v e d 
s a i d checks of p l a i n t i f f f o r depos i t , t h a t a bank i n 
which checks drawn on a bank i n a d i s t a n t c i t y , a r e de-
p o s i t e d f o r c o l l e c t i o n and c r e d i t and endorsed by the 
d e p o s i t o r : "Pay to the o rde r of any bank or banker , " 
becomes t h e agent of the depos i to r to c o l l e c t such 
checks, and t h a t any bank to which s a i d checks a re f o r -
warded f o r c o l l e c t i o n by the bank i n which they were 
f i r s t depos i t ed , becomes l i kewi se i n t u r n the agent of 
the d e p o s i t o r f o r purposes of c o l l e c t i o n ; and i s 
accountab le to such depos i to r f o r a l l b reaches of duty 
and o b l i g a t i o n on i t s p a r t t h a t may occur . That t h i s 
i s t r u e , even though the bank i n which s a i d checks a r e 
f i r s t depos i ted , pe rmi t s the depos i to r to draw a g a i n s t 
such checks b e f o r e they a r e a c t u a l l y c o l l e c t e d . " 

Otherwise the motion f o r amended f i n d i n g s i s i n a l l r e s p e c t s denied . 

The t r i a l judge thus f i n d s a g a i n s t us i n . o u r c o n t e n t i o n 
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Walter Wyatt - f 2 Feb. 27, 1930. 

t h a t t he Minnesota cour t should determine what was the I l l i n o i s law i n 

accordance wi th the d e c i s i o n s of the f e d e r a l c o u r t s s i t t i n g i n I l l i n o i s 

and the Minnesota dec i s i ons r a t h e r than i n accordance w i th the d e c i s i o n s 

of the s t a t e c o u r t s of I l l i n o i s . 

The appeal by the p l a i n t i f f w i l l he from a judgment to he 

en te red i n f avor of the Federa l Reserve Bank of Minneapol is . Under our 

p r a c t i c e c r o s s - a p p e a l s a re not a l lowed, and hence t h i s q u e s t i o n of the 

c o r r e c t n e s s of the r u l i n g of the t r i a l judge upon what i s the I l l i n o i s 

law w i l l p robab ly not be b e f o r e the Supreme Court on the f i r s t a p p e a l . 

We say "probably" because our Court does not always adhere to i t s 

p r ev ious d e c i s i o n s , e s p e c i a l l y i n ma t t e r s of p r a c t i c e . Should the 

judgment i n favor of the Fede ra l Reserve Bank of Minneapolis be r e -

versed on the appeal (which we very much doubt) , then we th ink the 

Federa l Reserve Bank could i n tu rn appeal and a s s i g n a s e r r o r the 

r u l i n g of the t r i a l cou r t as to the I l l i n o i s law, and a s s e r t t h a t the 

defendant bank i s not l i a b l e under the r u l e in the Ci ty of Douglas case , 

and f o r o the r r e a s o n s . 

Very c o r d i a l l y yours , 

(S) S igurd Ueland. 

SU*MS. 
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STATE OF MIMES OTA DISTRICT COURT 

COUNTY OF H E ™ ? IK FOURTH JUDICIAL DISTRICT 

Osage Na t iona l Bank 

P l a i n t i f f 

Federa l Reserve Bank of 
Minneapol is , 

- v s - FINDINGS OF FACT. 
CONCLUSIONS OF LAW 

AND 
ORDER FOR JUDGMENT 

Defendant 

The above e n t i t l e d cause was t r i e d on the 28th day of February, 

the 1s t day of March, and the 15th, 16th, 17th and 18th days of June, 

1927, "before the Court without a j u r y , a j u r y be ing waived. Messrs . 

Shearer , Byard & Trogner appeared on behalf of p l a i n t i f f and Messrs . 

Ueland & Ueland appeared on behalf of the de fendan t . T h e r e a f t e r c e r t a i n 

s t i p u l a t i o n s between the p a r t i e s as to f a c t s not covered by the tes t imony 

were f i l e d , b r i e f s were submitted, and the case was argued by counsel on 

the 22nd, 24th and 25th days of June, 1929, and the Court having h e a r d 

the evidence adduced and having r e a d the s t i p u l a t i o n s on f i l e , and be ing 

f u l l y adv i sed i n the premises , 

FINDS AS FACTS: 

1 . That on March 15, 1921 p l a i n t i f f was the owner of two checks 

drawn payable to i t s order by the Treasurer of Williams County, North 

Dakota, s a i d checks be ing i n the amounts of $6420.00 and $2022.30, r e -

s p e c t i v e l y , and bo th of s a i d checks be ing drawn upon the W i l l i s t o n S t a t e 

Bank of W i l l i s t o n , North Dakota; t h a t on the same date p l a i n t i f f endorsed 

both of s a i d checks "pay to the order of any bank or banker" , fo l lowed by 
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the s i g n a t u r e of p l a i n t i f f , and. sent s a i d checks from p l a i n t i f f ' s p l a c e 

of 'business a t Osage, Iowa to the Corn Exchange Nat ional Bank i n Chicago, 

I l l i n o i s ; t h a t s a i d checks were enclosed with a form l e t t e r from p l a i n t i f f 

addressed to s a i d Corn Exchange Nat ional Bank read ing : "We enclose f o r 

c o l l e c t i o n and c red i t : 1 1 and l i s t i n g the amounts of s a i d checks t o g e t h e r 

wi th o the r i t e m s . 

2 . That s a i d Corn Exchange Nat ional Bank r e c e i v e d sa id checks on 

March 16, 1921, and s a i d Corn Exchange Nat ional Bank thereupon gave 

p l a i n t i f f c r e d i t i n i t s account wi th sa id Corn Exchange Nat iona l Bank 

f o r the amount of s a i d checks, and adv i sed p l a i n t i f f t h a t i t had c r e d i t e d 

the amount of s a i d checks " s u b j e c t to f i n a l payment"; t h a t s a i d Corn 

Exchange Na t iona l Bank p a i d i n t e r e s t to p l a i n t i f f "based upon the d a i l y 

"balances i n p l a i n t i f f ' s account , "but i n computing such i n t e r e s t a deduc-

t i o n was made on account of checks payable ou t s ide of the Ci ty of Chicago 

i n the p r o c e s s of c o l l e c t i o n , and such deduct ion was made by the Corn 

Exchange Nat iona l Bank wi th r e spec t to the checks he re involved . 

3 . That on March 16, 1921 s a i d Corn Exchange Nat ional Bank en-

dorsed s a i d checks "pay to the order of any bank, banker or t r u s t company", 

fo l lowed by i t s own s i g n a t u r e , and forwarded s a i d checks to defendant a t 

Minneapolis ; t h a t s a i d checks were enclosed with a form l e t t e r of s a i d 

Corn Exchange Na t iona l Bank s t a t i n g t h a t s a i d checks were enclosed " f o r 

c r e d i t " , and c o n t a i n i n g c e r t a i n i n s t r u c t i o n s as to p r o t e s t of i t ems , and 

f o r w i r i ng adv ices i n ca se s of non-payment. 

4 . That defendant r e c e i v e d s a i d checks on March 17, 1921, and 

on the same day defendant endorsed s a i d checks "pay to any bank, banker 

or t r u s t company" and forwarded s a i d checks by mail d i r e c t l y to s a i d 
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W i l l i s t o n S t a t e Bank, s a i d checks "being enclosed wi th a l e t t e r of i n -

s t r u c t i o n s a d v i s i n g sa id W i l l i s t o n S t a t e Bank tha t sa id checks were 

enclosed 11 f o r c o l l e c t i o n and r e t u r n s " , and g iv ing s i m i l a r d i r e c t i o n s 

as to p r o t e s t of i tems and w i r i ng adv ices of non-payment the reof as 

were conta ined i n s a i d l e t t e r from s a i d Corn Exchange Nat iona l Bank; 

t h a t s a i d l e t t e r from defendant to s a i d W i l l i s t o n S t a t e Bank a l s o 

con ta ined the d i r e c t i o n " r e t u r n t h i s l e t t e r wi th your d r a f t " . 

5 . That on March 17, 1921 s a i d W i l l i s t o n S t a t e Bank was i n 

f a c t i n s o l v e n t and was unable to pay the checks of i t s depos i to r s 

as p r e s e n t e d , and t h a t s a i d insolvency and i n a b i l i t y to pay the demands 

of i t s depos i t o r s cont inued u n t i l s a i d W i l l i s t o n S t a t e Bank suspended 

on A p r i l 4 , 1921, and t h a t a t no time a f t e r March 17, 1921 could the 

checks h e r e involved been c o l l e c t e d i n cash or o therwise from s a i d 

W i l l i s t o n S t a t e Bank. 

6 . That on March 22, 1921 s a i d W i l l i s t o n S t a t e Bank stamped s a i d 

checks "paid" and charged the amount of s a i d checks to the account of 

the Treasure r of Will iams County, and s a i d checks were r e t u r n e d to s a i d 

Treasure r by Uni ted S t a t e s mai l on March 30, 1921. 

7 . That on March 28, 1921 s a i d W i l l i s t o n S t a t e Bank drew i t s 

d r a f t i n the sum of $8619.02 on the Merchants Nat ional Bank of S t . Pau l , 

Minnesota, which d r a f t was payable to the order of defendant ; t h a t s a i d 

d r a f t was in tended by s a i d W i l l i s t o n S t a t e Bank as a r emi t t ance f o r the 

checks h e r e involved and o the r i tems r e c e i v e d from defendant ; t h a t s a i d 

d r a f t was not mai led by s a i d W i l l i s t o n S t a t e Bank u n t i l March 31, 1921 

and was r e c e i v e d by defendant on Saturday, A p r i l 2 , 1921; t h a t a t the 

time s a i d d r a f t was ma i l ed by sa id W i l l i s t o n S t a t e Bank and u n t i l the 

- 3 -
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



X-5536-a : 

suspension of s a i d W i l l i s t o n S t a t e Bank on Apr i l 4, 1921 s a i d W i l l i s t o n 

S t a t e Bank was overdrawn a t s a i d Merchants n a t i o n a l Banlc of S t . Pau l 

and had no funds on depos i t wi th which to meet the payment of s a i d d r a f t ; 

t ha t upon r e c e i p t of s a i d d r a f t defendant a s c e r t a i n e d t h a t s a id d r a f t 

would not "be p a i d and defendant so n o t i f i e d s a i d W i l l i s t o n S t a t e Bank; 

t h a t on Apr i l 7, 1921 defendant caused sa id d r a f t to be p r o t e s t e d , "but 

t h a t p r i o r to s a i d Apr i l 7, 1921 defendant n e i t h e r a u t h o r i z e d nor 

accep ted s a i d d r a f t . 

8 . That i n t h e u sua l course of "business defendant should have 

r ece ived remi t t ance f o r s a i d checks from s a i d W i l l i s t o n S t a t e Bank by 

the 22nd day of March, 1921; t h a t when payment was not so r e c e i v e d 

defendant e x e r c i s e d due d i l i g e n c e i n making i nqu i ry concerning s a i d 

checks and i n demanding payment thereof from s a i d W i l l i s t o n S t a t e Bank, 

and defendant a l s o e x e r c i s e d due d i l i g e n c e i n a d v i s i n g s a i d Corn Exchange 

Nat iona l Bank t h a t i t had not r ece ived a r emi t t ance f o r s a i d checks . 

9 . That s h o r t l y a f t e r A p r i l 4 , 1921 defendant charged "back the 

amount of s a i d checks to the account of the Federa l Reserve Bank of Chicago 

and immediately t h e r e a f t e r s a i d Federa l Reserve Bank of Chicago charged 

the amount of s a i d checks to the account of s a i d Corn Exchange n a t i o n a l 

Bank; t h a t on November 10, 1921 s a i d Corn Exchange Nat ional Bank charged 

the account of p l a i n t i f f wi th the amount of s a i d checks; t h a t p l a i n t i f f 

d id not acqu iesce i n s a i d charge and d id not c r e d i t the Corn Exchange 

Nat iona l Bank on i t s "books wi th the amount of s a i d checks u n t i l December 

28, 1921 when p l a i n t i f f complied wi th a r u l i n g of the Comptrol ler of the 

Currency and c r e d i t e d s a i d Corn Exchange Nat ional Banlc f o r the amount of 

s a i d checks, and charged s a i d amount to undiv ided p r o f i t s . 

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



X-6536-a 

10. That s a i d checks were handled "by defendant as p a r t of de-

f e n d a n t ' s c l e a r i n g house o p e r a t i o n s pursuant to Regu la t ion J - S e r i e s 

of 1920 - promulgated by the Federa l Reserve Board, and t h a t sa id 

checks were r e c e i v e d "by defendant d i r e c t from s a i d Corn Exchange 

n a t i o n a l Bank pursuan t to an arrangement en t e r ed in to between defend-

an t , the Federa l Reserve Bank of Chicago, and s a i d Corn Exchange Nat ional 

Bank, whereby the p r i v i l e g e of r o u t i n g checks d i r e c t to defendant was 

extended to s a i d Corn Exchange Nat ional Bank, and whereby i t was unde r -

s tood and agreed t h a t a l l checks so rou t ed d i r e c t to defendant should be 

r e c e i v e d and handled by i t , i n a l l r e s p e c t s , i n the same manner and sub-

j e c t to the same t e r n s and cond i t i ons t h a t o the r checks were handled by 

defendant i n i t s c l e a r i n g house o p e r a t i o n s . 

11. That plairfc i f f and s a i d Corn Exchange Nat ional Bank were member 

banks of s a i d Federa l Reserve Bank of Chicago, and t h a t s a i d W i l l i s t o n 

S t a t e Bank was a non-member bank i n the Ninth Federa l Reserve D i s t r i c t 

which, on March 17, 1921, was r e m i t t i n g f o r checks drawn on i t a t p a r . 

12. That Regu la t ion J - S e r i e s of 1920 - promulgated by the Federa l 

Reserve Board a s a f o r e s a i d provided i n p a r t a s f o l l ows ; 

" I n hand l ing i tems f o r member * * * banks, a Fede ra l 
Reserve Bank w i l l a c t as agent on ly . The Board w i l l r e -
q u i r e t h a t each member * * * bank a u t h o r i z e i t s Fede ra l 
Reserve Bank to send checks f o r c o l l e c t i o n to banks on 
which checks a r e drawn, and, except f o r neg l igence , such 
Fede ra l Reserve Bank w i l l assume no l i a b i l i t y . * * * 
Each Fede ra l Reserve Bank w i l l a l so promulgate r u l e s and 
r e g u l a t i o n s governing the d e t a i l s of i t s o p e r a t i o n s as a 
c l e a r i n g house , such r u l e s and r e g u l a t i o n s to be b ind ing 
upon a l l member * * * banks which a r e c l e a r i n g through the 
Fede ra l Reserve Bank." 

13. That pu r suan t to and in accordance wi th s a i d order and r e g u l a t i o n 

of the Fede ra l Reserve Board defendant d id promulgate r u l e s and r e g u l a t i o n s 
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governing the d e t a i l s of i t s ope ra t i ons as a c l e a r i n g house under s a i d 

Federa l Reserve Act ; t h a t s a i d r u l e s and r e g u l a t i o n s which were i n 

f o r c e a t a l l t imes here m a t e r i a l p rov ided i n p a r t a s f o l l o w s : 

"Checks r e c e i v e d "by the Federa l Reserve Bank drawn 
on i t s member "banks w i l l he forwarded d i r e c t to such member 
"banks and a re to "be r e m i t t e d f o r by the member "banks on 
day of r e c e i p t i f p o s s i b l e , by t h e i r d r a f t on the Fede ra l 
Reserve Bank, p rov ided they have a ba lance in excess of 
t h e i r r e q u i r e d r e s e r v e , or by t h e i r d r a f t on a bank i n 
Minneapol is or S t . P a u l . Member banks a re r e q u i r e d 
by the Federa l Reserve Board to p rov ide funds to cover a t 
p a r a l l checks r ece ived from t h e i r Federa l Reserve Bank. 
* * * 

" In h a n d l i n g i tems f o r member banks, the Federa l Reserve 
Bank of Minneapolis a c t s as agent on ly . I t i s unders tood 
t h a t each member bank a u t h o r i z e s i t to send checks f o r c o l -
l e c t i o n d i r e c t t o banks on which checks a re drawn, and ex-
cept f o r negl igence the Federa l Reserve Bank of Minneapolis 
assumes no l i a b i l i t y u n t i l funds a r e a c t u a l l y i n i t s hands, 
and i s a u t h o r i z e d to charge back any i tem f o r which i t has 
no t r e c e i v e d f i n a l payment, i n c l u d i n g i tems l o s t i n t r a n s i t . " 

14. That s a i d r u l e s and r e g u l a t i o n s of defendant were con t a ined 

i n a check c l e a r i n g c i r c u l a r of defendant known a s d e f e n d a n t ' s c i r c u l a r 

No. 228; t h a t sa id c i r c u l a r Ho. 228 was mai led to the Federa l Reserve 

Bank of Chicago and t o s a i d Corn Exchange Nat iona l Bank long p r i o r to 

March 16, 1921, but t h a t no copy of s a i d c i r c u l a r was ever f u r n i s h e d to 

or r e c e i v e d by p l a i n t i f f , and t h a t p l a i n t i f f had no d i r e c t dea l ings wi th 

defendant u n t i l l ong a f t e r Apr i l 4, 1921. 

15. That dur ing a l l of March and Apr i l , 1921, and p r i o r t h e r e t o , 

i t was the e s t a b l i s h e d , gene ra l , uni form and c e r t a i n usage and custom 

among banking i n s t i t u t i o n s i n Minnesota and North Dakota, where checks 

depos i t ed f o r c o l l e c t i o n drawn on banks l o c a t e d a t a d i s t a n c e had been 

forwarded d i r e c t to the drawee or payor bank f o r c o l l e c t i o n , f o r the 

drawee or payor bank to remi t the proceeds of the c o l l e c t i o n i n exchange 

d r a f t s drawn on banks in the v i c i n i t y of the fo rward ing bank, and i t was 

—6— 
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the e s t a b l i s h e d , gene ra l , uniform and c e r t a i n usage and custom among 

"banking i n s t i t u t i o n s in s a i d s t a t e s f o r the forwarding "bank to permi t 

such r emi t t ance by d r a f t , and upon r e c e i p t of the exchange or r e m i t -

tance d r a f t s to endeavor to c o l l e c t the same. 

16. That the only l o s s i n connect ion wi th the c o l l e c t i o n of the 

checks h e r e involved was i n c u r r e d from the f a c t t h a t s a i d W i l l i s t o n 

S t a t e Bank, on March 22, 1921, wrongfu l ly t r e a t e d s a i d checks as p a i d , 

as h e r e i n b e f o r e s e t f o r t h , wi thout having a v a i l a b l e funds to remit f o r 

s a i d checks to de fendan t , whereby the drawer of s a i d checks was d i s -

charged on March -22, 1921. 

17. That the only terms and cond i t ions upon which defendant 

ever agreed to handle s a i d checks were those terms and cond i t i ons con-

t a i n e d i n s a i d Regu la t ion J and d e f e n d a n t ' s c i r c u l a r Ho. 228, as h e r e -

i n b e f o r e s e t f o r t h . 

18. That u n t i l Apr i l 2, 1921 defendant had no knowledge or 

n o t i c e of the u n s a f e c o n d i t i o n of s a i d W i l l i s t o n S t a t e Bank and t h a t 

defendant i n hand l ing s a i d checks f o r $6420.00 and $2022.30 f o r c o l -

l e c t i o n was not n e g l i g e n t i n any p a r t i c u l a r . 

19. That on or about A p r i l 20, 1921 an agreement was en t e r ed in to 

between defendant and s a i d Corn Exchange Nat ional Bank t h a t i f defendant 

would f i l e a c la im as the agent of s a i d Corn Exchange Na t iona l Bank i n 

the r e c e i v e r s h i p of s a i d W i l l i s t o n S t a t e Bank on account of t h a t b a n k ' s 

f a i l u r e to remi t f o r the checks he re involved, without expense to s a i d 

Corn Exchange n a t i o n a l Bank, s a i d Corn Exchange Nat iona l Bank "would 

not look to" defendant except f o r such dividends a s defendant might r e -

ce ive on account of such claim; t h a t pursuan t to t h i s arrangement defendant 
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on or about June 6, 1921 d id f i l e a proof of c la im and t h e r e a f t e r 

r e c e i v e d a r e c e i v e r ' s c e r t i f i c a t e t h e r e f o r , "but t h a t no dividends 

have "been p a i d to defendant on such proof of c laim; t h a t a t the time 

t h i s arrangement was e n t e r e d in to defendant had no n o t i c e of the 

p l a i n t i f f ' s i n t e r e s t i n s a i d checks and the c la im on account the reof 

a g a i n s t s a i d W i l l i s t o n S t a t e Bank except such n o t i c e a s was given "by 

the form of s a i d checks themselves and the endorsements t he r eon . 

AS CONCLUSIONS 0? LAW the Court f i n d s t h a t defendant i s 

e n t i t l e d to judgment of d i smis sa l a g a i n s t p l a i n t i f f and f o r i t s 

cos t s and disbursements to be taxed by the Cleric. 

LET JUDGMENT B3 3NT3BED ACCORDINGLY. 

Dated J u l y 24, 1929. 

( s ) Gunnax H. Nordbye 
Judge of D i s t r i c t Court 

Enter a s t a y of f o r t y (40) days . 

- 8 ~ 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6537 

March 17, 1930. 

SUBJECT: Code word cover ing c r e d i t s i n T r e a s u r e r ' s 
account i n connect ion wi th reimbursements 
of 5$ redemption f u n d . 

Dear S i r : 

At the r eques t of the Nat ional Bank Redemption 
Agency, of the Treasury Department, t h e r e i s g iven "below 
a code word which may he used i n te legrams addressed to 
t h a t Agency by the Federa l r e s e r v e banks i n connect ion wi th 
reimbursements of 5$ redemption fund: 

DUPATED: We c r e d i t T r e a s u r e r ' s account 
$ cover ing t o t a l of 
depos i t s t h i s date f o r f i v e 
pe r cent fund, n a t i o n a l bank 
no tes , a s pe r i t emized schedule 
sent by mail* 

This word Should be i n s e r t e d i n the Federa l 
Reserve Telegraph Code book, fo l lowing the word "DUPATB" 
&t t h e top of page 83. 

Very t r u l y yours , 

J . C. Noel l , 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL F . R. BANKS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6539 

March 18, 1930. 

SUBJECT: Holidays dur ing A p r i l , 1930. 

Dear S i r : 

The Federa l Reserve Banks and Branches l i s t e d below w i l l "be 
c lo sed on da te s s p e c i f i e d dar ing the month of A p r i l , on account 
of h o l i d a y s : 

Sa tu rday 

Monday 

Tuesday 

Fr iday 

A p r i l 12 

A p r i l 14 

A p r i l 15 

A p r i l 18 

Sa tu rday 

Monday 

A p r i l 19 

A p r i l 21 

Tuesday 

Sa tu rday 

A p r i l 22 

A p r i l 26 

Cha r lo t t e 

Birmingham 

S a l t Lake City 

P h i l a d e l p h i a 
P i t t s b u r g h 
Bal t imore 
New Orleans 
Nashv i l l e 
J a c k s o n v i l l e 
Havana Agency 
M6mphi s 
Minneapolis 

Boston 

Da l l a s 
El Paso 
Houston 
San Antonio 

Omaha 

A t l a n t a 
Birmingham 
J a c k s o n v i l l e 

Hali f ax Day 

Thomas J e f f e r s o n ' s 
b i r t h d a y 

Arbor Day 

Good Fr iday 

P a t r i o t s ' Day 

San J a c i n t o Day 

Arbor Day 

Southern Memorial 
Day 

On the d a t e s i n d i c a t e d the banks a f f e c t e d w i l l not p a r t i c i p a t e 
i n e i t h e r the Gold Fund Clearing or the Federal Reserve Note Clear -
i n g . 
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P lease inc lude c r e d i t s f o r the banks a f f e c t e d on each of the 
ho l i days with your c r e d i t s f o r the fo l lowing "business day i n the 
Gold Fund Clear ing , and make no shipments of Federa l r e se rve n o t e s , 
f i t or u n f i t , f o r account of the head o f f i c e s concerned on t h e 
h o l i d a y s mentioned. 

P l ease n o t i f y "branches. 

Very t r u l y yours , 

J . C. Hoe l l , 
A s s i s t a n t S e c r e t a r y . 

TO GOVEMOBS OP ALL F. R. M1KS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD ^ 6540 

March 18, 1930. 

SUBJECT: Expenses of Federal Reserve Banks i n Handling 
Mat ters for Federal Farm Board. 

Dear S i r ; 

There i s enclosed herewi th a copy of a r ecen t 
d e c i s i o n of the Comptroller General of the Uni ted S t a t e s 
wi th r e f e r e n c e to the payment of expenses i n c u r r e d i n con-
n e c t i o n wi th loans made "by the Federal Farm Board. The 
appa ren t e f f e c t of t h i s dec i s i on i s t h a t Federa l r e s e r v e 
hanks mast look to the borrower r a t h e r than to the Federal 
Farm Board f o r reimbursement f o r any expenses i n c u r r e d by 
the r e s e r v e "banks i n handl ing any such mat t e r s f o r the 
Federa l Farm Board as f i s c a l agent of the Uni ted S t a t e s . 
The d e c i s i o n s t a t e s , however, t h a t where neces sa ry , the 
banks may be g iven a s tanding a u t h o r i t y to deduct the 
amount of any such expenses as the money i s advanced under 
the l oan . 

This i s submit ted to you merely f o r your i n f o r -
mat ion , bu t i n case , upon c o n s i d e r a t i o n , you f e e l t h a t t h i s 
d e c i s i o n w i l l cause any cons iderab le t roub le or inconven-
i ence to your bank or pu t upon i t some burden which i t 
should not r easonab ly be asked to assume, i t i s suggested 
t h a t you submit such comments as you may have to the Federa l 
Reserve Board or d i r e c t l y to the Federal Farm Board to see 
what j i f any th ing , should or may be done to c o r r e c t the 
s i t u a t i o n . 

By d rde r of the Federal Reserve Board. 

Very t r u l y yours , 

E. M. McClelland* 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 

TO GOVERNORS OF ALL F. R. BAMS, 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

For r e l e a s e a t ^ :00 p . m. March 19, 1930-

The Federa l Reserve Board announces t h a t the Federa l 

Reserve Bank of P h i l a d e l p h i a has e s t a b l i s h e d a r e d i s c o u n t r a t e 

of 4 p e r cen t on a l l c l a s s e s of naper of a l l m a t u r i t i e s , e f f e c t i v e 

March 20, 1930. 
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C O P Y X-6542 

F3IERAL R3SERV3 BAM 

OF ATLANTA. 

Law Department 
432-450 Eealey Bldg. February 27, 1930. 

Randolph & Parker 
General Counsel 

Mr. wa i t e r Wyatt, General Counsel, 
Federa l Reserve Board, 
Washington, D. C. 

Dear Mr. T7yatt: 

I have now ob ta ined and hand you herewi th two copies 
of the op in ion r ende red "by the C i r c u i t Court of Appeals f o r 
the F i f t h C i r c u i t i n the s u i t which o r i g i n a t e d i n a "bill of 
i n t e r p l e a d e r f i l e d by the Federa l Reserve Bank of A t l a n t a a -
g a i n s t the Receiver of the Fourth Nat ional Bank of Macon, e t 
a l s . 

Somewhat to my s u r p r i s e , I found t h a t t he Court had 
cons idered t h r e e cases t oge the r and had embodied the conclus ions 
reached wi th r e s p e c t t h e r e t o i n one op in ion . The i n t e r p l e a d e r 
s u i t , a s you w i l l no te , was Ho. 5737. 

Case Ho. 5663 i s in accordance wi th the r u l e i n the 
Federa l c o u r t s and seems to p r e s e n t nothing of p a r t i c u l a r i n -
t e r e s t . 

Case STo. 5659 seems l ikewise to have been c o r r e c t l y 
dec ided. I t may be of i n t e r e s t i n t h a t the owner of a d r a f t , 
which had been p a i d by a check drawn on a bank o the r than the 
i n s o l v e n t , which check was c o l l e c t e d by the l a t t e r through a 
l o c a l c l e a r i n g house on the day of insolvency, was? a l lowed to 
r ecover the amount of the d r a f t from the r e c e i v e r , even though 
a c t u a l s e t t l e m e n t of the c l e a r i n g house balance in favor of the 
i n s o l v e n t was not made u n t i l a f t e r suspens ion . 

The r i g h t s of the p a r t i e s involved i n the i n t e r p l e a d e r 
were very doub t fu l to my mind. I r a t h e r f e l t a s though the 
D i s t r i c t Court (which was r eve r sed by the a p p e l l a t e c o u r t ) had 
c o r r e c t l y decided the case . However, t he re was c e r t a i n l y b a s i s 
f o r s t r o n g c o n t e n t i o n s on both s i d e s . This case, whi le p r e s e n t i n g 
n i c e ques t i ons , may be l a r g e l y of academic i n t e r e s t . I t was de-
c ided upon a p a r t i c u l a r form of "immediate d e b i t " agreement which 
was not a s s p e c i f i c as i t might have been. Since the f a i l u r e of 
the Macon bank the form of the immediate deb i t c o n t r a c t u t i l i z e d 
by the A t l a n t a Bank has been r e v i s e d and, i n i t s p r e s e n t form, 
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w o u l d , I t h i n k , c e r t a i n l y "be c o n s t r u e d , a s t h e o l d c o n t r a c t w a s 
c o n s t r u e d "by t h e a p p e l l a t e c o u r t . 

Some o f t h e s t a t e m e n t s o f t h e c o u r t a r e n o t e n t i r e l y 
c l e a r : f o r e x a m p l e , t h e c o u r t s a i d t h a t t h e i m m e d i a t e d e b i t 
a r r a n g e m e n t w a s e n t e r e d i n t o " s o a s t o c o m p l y w i t h t h e r u l i n g 
o f t h e F e d e r a l R e s e r v e B a n k o f A t l a n t a a s t o c l e a r a n c e a t p a r . " 
P a r c l e a r a n c e h a d n o t h i n g t o do w i t h t h e m a t t e r . Of c o u r s e 
t h e E e s e r v e "bank c a n n o t g i v e i m m e d i a t e c r e d i t t o t h e r e s e r v e 
a c c o u n t o f a member b a n k o f f u n d s w h i c h a r e n o t i m m e d i a t e l y 
a v a i l a b l e , n o r c a n i t a c c e p t d r a f t s n o t i m m e d i a t e l y a v a i l a b l e 
f r o m i t s m e m b e r s i n r e m i t t a n c e f o r c a s h l e t t e r s . I t w a s f o r 
t h i s r e a s o n t h a t t h e M a c o n b a n k r e q u e s t e d t h e F e d e r a l R e s e r v e 
B a n k t o c h a r g e a g a i n s t i t s r e s e r v e a c c o u n t , i m m e d i a t e l y u p o n 
r e c e i p t , c h e c k s d r a w n u p o n i t b y c e r t a i n b a n k s m a i n t a i n i n g 
a c c o u n t s w i t h t h e M a c o n b a n k s u b j e c t t o f i n a l p a y m e n t a f t e r 
i n s p e c t i o n . 

I t h i n k t h e c o u r t a l s o m i s c o n c e i v e d t h e p u r p o s e o f 
t h e r e q u i r e m e n t t h a t t h e Macon b a n k s h o u l d m a i n t a i n i n i t s 
r e s e r v e a c c o u n t , i n a d d i t i o n t o t h e a m o u n t r e q u i r e d b y l a w , 
" s u f f i c i e n t c o l l e c t e d , a v a i l a b l e f u n d s " t o c o v e r s u c h c h e c k s 
a s m i g h t b e i m m e d i a t e l y d e b i t e d i n a c c o r d a n c e w i t h t h e a r r a n g e -
m e n t . The s o l e p u r p o s e o f t h i s r e q u i r e m e n t w a s t o a s s u r e t h e 
m a i n t e n a n c e o f a n a d e q u a t e r e s e r v e b a l a n c e a n d n o t t o p r o v i d e 
t h e s e c u r i t y o f a s p e c i a l f u n d f o r t h e p a y m e n t o f t h e s e c h e c k s . 

The R e c e i v e r h a s a p p l i e d t o t h e S u p r e m e C o u r t f o r a 
w r i t o f c e r t i o r a r i , a n d I am s e n d i n g y o u h e r e w i t h a c o p y o f 
t h e p e t i t i o n a n d s u p p o r t i n g b r i e f . I n v i e w o f t h e a l l o w a n c e 
o f t h e w r i t i n t h e E a r l y c a s e , t h e S u p r e m e C o u r t may g r a n t t h e 
w r i t i n t h e i n s t a n t m a t t e r , a l t h o u g h , a s s t a t e d a b o v e , I do n o t 
t h i n k t h a t t h e M a c o n c a s e i s a s i m p o r t a n t t o t h e F e d e r a l R e -
s e r v e S y s t e m a s t h e R e c e i v e r c o n t e n d s . E s s e n t i a l l y , i t i n -
v o l v e s n o t h i n g m o r e t h a n a c o n s t r u c t i o n o f a p a r t i c u l a r f o r m o f 
a g r e e m e n t - w h i c h a g r e e m e n t , a s s e t o u t a b o v e , h a s a l r e a d y b e e n 
a m e n d e d . 

A l t h o u g h y o u h a v e t h e same i n y o u r f i l e s , I am s e n d i n g 
y o u , f o r y o u r r e a d y r e f e r e n c e , a c o p y o f t h e b i l l o f i n t e r p l e a d e r . 

V e r y t r u l y y o u r s , 

( S ) R o b t . S . P a r k e r . 

R S P / w . 
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I N SHE UNITED STATES CIRCUIT COURT CF APPEALS FOR THE FIFTH 

CIRCUIT. 

N o . 5 6 6 3 

THE EARLY & DANIEL COMPANY, A p p e l l a n t , 

v e r s u s 

HERBERT PEARSON,' AS RECEIVER OF THE FOURTH NATIONAL B A H OF 
MACON, GEORGIA, A p p e l l e e . 

N o . 5 6 5 9 

HERBERT PEARSON, AS RECEIVER OF THE FOURTH NATIONAL BANK OF 
MACON, GEORGIA, A p p e l l a n t , 

v e r s u s 

SUi&IEY & TOLSON, TRADING AS GEORGE H . MCFADDEN & BRO. AG3NCY, 
A p p e l l e e . 

N o . 5 7 3 7 

FARMERS NATIONAL B A H OF MONTI CELLO, ST AL. , A p p e l l a n t , 

v e r s u s 

HERBERT PEARSON, AS RECEIVER OF THE FOURTH NATIONAL BA11K OF 
MACON, GEORGIA, A p p e l l e e . 

A p p e a l s f r o m t h e D i s t r i c t C o u r t o f t h e U n i t e d S t a t e s f o r t h e 

M i d d l e D i s t r i c t o f G e o r g i a . 

P o p e F . B r o c k , ( B r o c k , S p a r k s & R u s s e l l o n t h e " b r i e f ) 

f o r A p p e l l a n t i n N o . 5 6 6 3 . 
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S c o t t R u s s e l l , ( J o n e s , J o n e s , J o h n s t o n & R u s s e l l 

o n t h e " b r i e f ) f o r A p p e l l e e i n N o . 5 6 6 3 . 

S c o t t R u s s e l l , G e o r g e S . J o n e s , G e o r g e P . B a r s e , 

( J o n e s , J o n e s , J o h n s t o n & R u s s e l l o n t h e " b r i e f ) f o r A p p e l l a n t 

i n N o . 5 6 5 9 . 

R o b e r t T . J o n e s , J r . , ( J o n e s , S v i n s , P o w e r s & J o n e s o n 

t h e " b r i e f ) f o r A p p e l l e e i n N o . 5 6 5 9 . 

H a r r y S . S t r o z i e r , O r v i l l e A . P a r k , R . L . W i l l i a m s , J r . , 

L . A . W i l s o n , J o h n W. B e n n e t t , L . E . P e d r i c k , f o r A p p e l l a n t s i n 

N o . 5 7 3 7 . 

S c o t t R u s s e l l , ( J o n e s , J o n e s , J o h n s t o n & R u s s e l l o n t h e 

" b r i e f ) f o r A p p e l l e e i n H o . 5 7 3 7 . 

B e f o r e HALK3R, BRYAN a n d FOSTER, C i r c u i t J u d g e s . 

BRYAN, C i r c u i t J u d g e . 

T h e s e t h r e e s u i t s a r o s e o u t o f t h e f a i l u r e o f t h e F o u r t h 

N a t i o n a l B a n k o f M a c o n , G e o r g i a , a n d may "be d i s p o s e d o f i n a 

s i n g l e o p i n i o n . The "bank, h e r e i n s o m e t i m e s c a l l e d t h e Liacon "bank, 

f a i l e d a n d a r e c e i v e r w a s a p p o i n t e d o n N o v e m b e r 2 6 , 1 9 2 8 . The 

f i r s t two s u i t s w e r e " b r o u g h t a g a i n s t t h e r e c e i v e r o n l y , w h i l e i n 

t h e t h i r d t h e a p p e l l a n t s , a s w e l l a s t h e r e c e i v e r , w e r e m a d e 

p a r t i e s d e f e n d a n t t o a " b i l l o f i n t e r p l e a d e r . 

I n N o . 5 6 6 3 t h e a p p e l l a n t ' s " b i l l a v e r r e d t h a t o n N o v e m b e r 

1 9 , 1 9 2 8 , t h e c o m p a n y m a d e d r a f t s o n t h e B i r d s e y F l o u r H i l l s o f 

M a c o n , p a y a b l e t o t h e b a n k , w i t h b i l l s o f l a d i n g a t t a c h e d , c o v e r -

i n g s h i p m e n t s o f g r a i n ; t h a t o n t h e f a c e o f e a c h d r a f t w a s p r i n t e d , 

" T h i s d r a f t i s a c a s h i t e m a n d i s n o t t o b e t r e a t e d a s a d e p o s i t . 
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F u n d s o b t a i n e d t h r o u g h i t s c o l l e c t i o n a r e t o h e a c c o u n t e d f o r 

t o d r a w e r , a n d a r e n o t t o "be c o - m i n g l e d w i t h t h e o t h e r f u n d s 

o f c o l l e c t i n g h a n k ; M t h a t o n N o v e m b e r 2 3 t h e b a n k a c c e p t e d 

c h e c k o f t h e B i r d s e y F l o u r K i l l s o n i t s e l f a n d d e l i v e r e d t h e 

b i l l s o f l a d i n g ; t h a t t h e B i r d s e y F l o u r K i l l s h a d s u f f i c i e n t 

f u n d s t o i t s c r e d i t i n t h e b a n k t o p a y t h e c h e c k ; t h a t t h e 

b a n k i s s u e d a n d t r a n s m i t t e d t o a p p e l l a n t a c a s h i e r 1 s c h e c k o n 

t h e G u a r a n t y T r u s t Company o f Hew Y o r k f o r t h e a g g r e g a t e a -

m o u n t o f t h e d r a f t s l e s s e x c h a n g e ; t h a t a p p e l l a n t u p o n r e c e i p t 

o f t h e b a n k ' s c h e c k s e n t i t t h r o u g h t h e u s u a l b a n k i n g c h a n n e l s , 

b u t b e f o r e i t c o u l d b e p r e s e n t e d t o t h e G u a r a n t y T r u s t Co . t h e 

M a c o n b a n k f a i l e d , " a n d t h e G u a r a n t y T r u s t Company d e c l i n e d 

t o h o n o r s a i d check*** T h e t r i a l c o u r t s u s t a i n e d t h e r e c e i v e r ' s 

m o t i o n t o d i s m i s s t h e b i l l . 

I n ETOe 5 6 5 9 t h e s e w e r e t h e f a c t s : On N o v e m b e r 2 3 , 

1 9 2 8 , a p p e l l e e d r e w a d r a f t f o r $ 4 , 1 8 4 , 0 5 o n t h e B i b b M a n u f a c -

t u r i n g Company o f M a c o n , a n d s e n t i t t o t h e Macon b a n k f o r 

c o l l e c t i o n a n d r e m i t t a n c e t o a b a n k i n P h i l a d e l p h i a f o r t h e 

d r a w e r 1 s c r e d i t . On t h e 2 4 t h t h e d r a w e e g a v e i n p a y m e n t o f t h e 

d r a f t i t s c h e c k o n t h e C i t i z e n s & S o u t h e r n B a n k . On t h e 2 6 t h 

t h e M a c o n b a n k d e p o s i t e d t h i s c h e c k , w i t h o t h e r s d r a w n o n t h e 

C i t i z e n s & S o u t h e r n B a n k , i n t h e Macon c l e a r i n g h o u s e , a n d 

w o u l d h a v e r e c e i v e d c r e d i t f o r i t e x c e p t f o r t h e f a c t t h a t i t 

f a i l e d o n t h a t d a y . I n t h e f i n a l s e t t l e m e n t o f a c c o u n t b e t w e e n 

t h e two b a n k s o n t h a t d a y 1 s c l e a r a n c e t h e r e w a s a b a l a n c e o f 

a b o u t $ 2 9 , 4 0 0 i n f a v o r o f t h e Macon b a n k , w h i c h t h e C i t i z e n s 

& S o u t h e r n B a n k l a t e r p a i d t o t h e r e c e i v e r . B e c a u s e o f i t s 
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f a i l u r e , t h e M a c o n b a n k d i d n o t make r e m i t t a n c e t o t h e P h i l a -

d e l p h i a "bank f o r a p p e l l e e ' s a c c o u n t i n c o m p l i a n c e w i t h i t s 

i n s t r u c t i o n s . A p p e l l e e r e c o v e r e d j u d g m e n t a g a i n s t t h e r e -

c e i v e r f o r t h e a m o u n t o f i t s d r a f t l e s s e x c h a n g e . 

I n H o . 5 7 3 7 t h e a p p e l l a n t s a r e t h i r t e e n h a n k s w h i c h 

w e r e d e p o s i t o r s i n t h e Macon b a n k . I n o r d e r t o p r e v e n t t h e 

t r a n s f e r o f t h e i r d e p o s i t s t o A t l a n t a , s o a s t o c o m p l y w i t h 

a r u l i n g o f t h e F e d e r a l R e s e r v e B a n k o f A t l a n t a a s t o c l e a r -

a n c e a t p a r , t h e M a c o n b a n k a g r e e d w i t h e a c h o f t h e a p p e l l a n t s 

t o .make a r r a n g e m e n t s w i t h t h e F e d e r a l R e s e r v e t o c r e d i t a l l 

c h e c k s o f a p p e l l a n t s d r a w n o n i t t o t h e r e s e r v e a c c o u n t o f t h e 

d r a w e r , a n d t o c h a r g e t h e m t o t h e r e s e r v e a c c o u n t o f t h e M a c o n 

b a n k i m m e d i a t e l y u p o n r e c e i p t o f s u c h c h e c k s b y t h e F e d e r a l R e -

s e r v e ; p r o v i d e d t h a t p a y m e n t s h o u l d n o t b e c o n s i d e r e d f i n a l o n 

b a d c h e c k s . To c a r r y o u t i t s o b l i g a t i o n s , t h e M a c o n b a n k a g r e e d 

t o m a i n t a i n o n d e p o s i t w i t h t h e F e d e r a l R e s e r v e , o v e r a n d a b o v e 

i t s l a w f u l r e s e r v e , s u f f i c i e n t f u n d s t o c o v e r t h e c h e c k s o f a p -

p e l l a n t s , a n d t h e F e d e r a l R e s e r v e a g r e e d t o t h e p l a n o f i m m e d i a t e 

c r e d i t a n d d e b i t . T h e s e a g r e e m e n t s w e r e made f o r t h e p u r p o s e o f 

p r o v i d i n g p a r c l e a r a n c e a n d n o t f o r t h e p u r p o s e o f s e c u r i t y , b u t 

w i t h o u t t h e m a p p e l l a n t s w o u l d n o t h a v e c o n t i n u e d t o c a r r y b a l a n c e s 

i n t h e M a c o n b a n k . T h e y w e r e i n f u l l f o r c e a n d e f f e c t w h e n o n 

N o v e m b e r 2 4 , 1 9 2 8 , a p p e l l a n t s d r e w c h e c k s o n t h e M a c o n b a n k p a y -

a b l e t o t h e F e d e r a l R e s e r v e . T h e s e c h e c k s w e r e d r a w n i n t h e 

o r d i n a r y c o u r s e o f b u s i n e s s , some o f t h e m i n s e t t l e m e n t o f c a s h 

l e t t e r s r e c e i v e d f r o m t h e F e d e r a l R e s e r v e a n d o t h e r s t o t h e c r e d i t 

o f t h e d r a w e r s , a n d t h e y a m o u n t e d i n t h e a g g r e g a t e t o a b o u t $ 9 1 , 0 0 0 . 
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T h e y w e r e r e c e i v e d "by t h e F e d e r a l R e s e r v e on t h e m o r n i n g o f 

N o v e m b e r 2 6 " b e f o r e i t ' o p e n e d f o r " b u s i n e s s . A t t h e o p e n i n g o f t h e 

F e d e r a l R e s e r v e f o r b u s i n e s s on N o v e m b e r 2 6 t h e d e p o s i t s w i t h 

i t t o t h e c r e d i t o f t h e Macon b a n k w e r e o n l y a b o u t $ 1 , 0 0 0 , b u t 

t h e Macon b a n k , a t t h e t i m e i t c l o s e d i t s d o o r s , w h i c h w a s a t 

1 0 : 1 5 A .M. o n t h a t d a y , h a d t o i t s c r e d i t i n t h e F e d e r a l R e s e r v e 

f u n d s s u f f i c i e n t t o p a y t h e c h e c k s o f a p p e l l a n t s , a n d a t t h e 

c l o s e o f t h a t d a y 1 s b u s i n e s s h a d a b a l a n c e o f $ 7 4 4 , 0 0 0 . Demands 

w e r e made u p o n t h e F e d e r a l R e s e r v e f o r t h e p a y m e n t o f t h e a m o u n t 

r e p r e s e n t e d b y t h e c h e c k s b y a p p e l l a n t s , a n d a l s o b y a p p e l l e e a s 

r e c e i v e r o f t h e Macon b a n k . The F e d e r a l R e s e r v e r e f u s e d t o p a y 

t o e i t h e r , b u t b r o u g h t a b i l l o f i n t e r p l e a d e r a n d p a i d i n t o 

c o u r t t h a t a m o u n t l e s s d i v i d e n d s p a i d o u t o r i n t h e h a n d s o f t h e 

r e c e i v e r , The f i n a l d e c r e e o r d e r e d t h a t t h e a m o u n t i n the r e -

g i s t r y o f t n e c o u r t b e p a i d t o t h e r e c e i v e r . 

A q u e s t i o n common t o t h e t h r e e c a s e s , a n d one w h i c h i n o u r 

o p i n i o n i s d e c i s i v e o f e a c h , i s w h e t h e r t h e e v i d e n c e d i s c l o s e s a 

c o n t r a c t u n d e r w h i c h t h e r e was c r e a t e d a n e q u i t a b l e a s s i g n m e n t o f , 

o r l i e n u p o n , f u n d s o f t h e Macon b a n k i n f a v o r o f t h e d r a w e r s o f 

t h e d r a f t s o r c h e c k s . The d o c t r i n e o f e q u i t a b l e a s s i g n m e n t o r 

l i e n s r e s t s u p o n t h e maxim t h a t e q u i t y r e g a r d s a s d o n e t h a t w h i c h 

o u g h t t o b e d o n e , a n d u n d e r i t e f f e c t w i l l b e g i v e n t o t h e i n t e n -

t i o n o f p a r t i e s t o a c o n t r a c t t o make some p a r t i c u l a r p r o p e r t y o r 

f u n d s e c u r i t y f o r a d e b t o r o t h e r o b l i g a t i o n . B u t t o make t h a t 

d o c t r i n e a p p l i c a b l e , i t i s n e c e s s a r y t h a t t h e p r o p e r t y o r f u n d b e 

i d e n t i f i e d o r r e n d e r e d c a p a b l e o f i d e n t i f i c a t i o n . I t i s n o t e s ~ 
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s e n t i a l , h o w e v e r , t h a t s u c h p r o p e r t y o r f u n d "be i*n e x i s t e n c e a t 

t h e t i m e t h e c o n t r a c t w a s m a d e ; i t i s s u f f i c i e n t t h a t i t b e i n 

e x i s t e n c e d u r i n g t h e t i m e v r i t h i n w h i c h t h e a s s i g n m e n t may o p e r a t e . 

3 P o m e r o y 1 s E q . J u r . ( 4 t h E d . ) s e c t i o n s 1 2 5 5 , 1 2 3 6 , 1 2 3 7 . The 

r i g h t o f a c e s t u i que t r u s t t o p r o p e r t y w h i c h h a s b e c o m e m i n g l e d 

w i t h p r o p e r t y o f t h e t r u s t e e c o n t i n u e s t o e x i s t s o l o n g a s i t i s 

p o s s i b l e t o i d e n t i f y t h e p r o p e r t y o f t h e c e s t u i q u e t r u s t e i t h e r 

i n i t s o r i g i n a l o r s u b s t i t u t e d f o r m ; b u t c e a s e s t o e x i s t a n d t h e 

t r u s t i s d e s t r o y e d w h e n t h e t r u s t p r o p e r t y h a s b e c o m e s o i n t e r m i n g l e d 

w i t h t h e g e n e r a l p r o p e r t y o f t h e t r u s t e e t h a t i t c a n n o l o n g e r b e 

t r a c e d a n d i d e n t i f i e d , a n d i n t h e c a s e o f a n i n s o l v e n t t r u s t e e t h e 

c e s t u i que t r u s t o c c u p i e s n o b e t t e r p o s i t i o n t h a n t h a t o f a g e n e r a l 

c r e d i t o r . 2 6 R . C . L . 1 3 5 4 . I n m a k i n g s p e c i f i c a p p l i c a t i o n o f t h e 

d o c t r i n e o f e q u i t a b l e a s s i g n m e n t t o b a n k f u n d s , t h e S u p r e m e C o u r t , 

i n F o u r t h S t r e e t B a n k v . Y a r d l e y , 1 6 5 U . S . 6 3 4 , s a i d : 

" I t i s a l s o s e t t l e d t h a t a c h e c k , d r a w n i n t h e o r d i -

n a r y f o r m , d o e s n o t , a s b e t w e e n t h e m a k e r a n d p a y e e , 

c o n s t i t u t e a n e q u i t a b l e a s s i g n m e n t p r o t a n t o o f a n 

i n d e b t e d n e s s o w i n g b y t h e b a n k u p o n w h i c h t h e c h e c k h a s 

b e e n d r a w n , a n d t h a t t h e m e r e g i v i n g a n d r e c e i p t o f 

t h e c h e c k d o e s n o t e n t i t l e t h e h o l d e r t o p r i o r i t y o v e r 

g e n e r a l c r e d i t o r s i n a f u n d r e c e i v e d f r o m s u c h b a n k b y 

a n a s s i g n e e u n d e r a g e n e r a l a s s i g n m e n t made b y t h e d e b t o r 

f o r t h e b e n e f i t o f h i s c r e d i t o r s . F l o r e n c e M i n i n g Company 

v . B r o w n , 1 2 4 U . S . 3 8 5 ; L a C l e d e B a n k v . S c h u l e r , 1 2 0 U . S . 

5 1 1 . 
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T h a t t h e o w n e r o f a c h o s e i n a c t i o n o r o f p r o p e r t y i n 

t h e c u s t o d y o f a n o t h e r may a s s i g n a p a r t o f s u c h r i g h t s , a n d 

t h a t a n a s s i g n m e n t o f t h i s n a t u r e , i f m a d e , w i l l "be e n f o r c e d 

i n e q u i t y , i s a l s o s e t t l e d d o c t r i n e o f t h i s c o u r t , ( c i t i n g 

c a s e s ) , 

W h i l s t a n e q u i t a b l e a s s i g n m e n t o r l i e n w i l l n o t a r i s e 

a g a i n s t a d e p o s i t a c c o u n t s o l e l y b y r e a s o n o f a c h e c k d r a w n 

a g a i n s t t h e s a m e , y e t t h e a u t h o r i t i e s e s t a b l i s h t h a t i f i n 

t h e t r a n s a c t i o n c o n n e c t e d w i t h t h e d e l i v e r y o f t h e c h e c k i t 

was t h e u n d e r s t a n d i n g a n d a g r e e m e n t o f t h e p a r t i e s t h a t a n 

a d v a n c e a b o u t t o b e made s h o u l d b e a c h a r g e on a n d b e s a t i s -

f i e d o u t o f a s p e c i f i e d f u n d , a c o u r t o f e q u i t y w i l l l e n d 

i t s a i d t o c a r r y s u c h a g r e e m e n t i n t o e f f e c t a s a g a i n s t t h e 

d r a w e r o f t h e c h e c k , m e r e v o l u n t e e r s , a n d p a r t i e s c h a r g e d 

w i t h n o t i c e . * * And i t w a s a l s o h e l d t h a t a n e q u i t a b l e a s -

s i g n m e n t a p p l i e s n o t o n l y t o c a s h on d e p o s i t b u t a l s o t o 

m o n e y o r d r a f t s i n t h e c o u r s e o f t r a n s m i s s i o n o r c o l l e c t i o n # 

The j u s t c i t e d c a s e h a s n o t b e e n m o d i f i e d a s i t c o n t e n d e d b y 

t h e r e c e i v e r b y E q u i t a b l e T r u s t Co. v . F i r s t H a t i a n a l B a n k o f 

T r i n i d a d , 2 7 5 U . S . 3 5 9 , w h i c h d e a l t w i t h b a n k c r e d i t s a s d i s -

t i n g u i s h e d f r o m b a n k f u n d s on d e p o s i t ; n o r b y a n y l a t e r S u p r e m e 

C o u r t d e c i s i o n . I t t h e r e f o r e b e c o m e s u n n e c e s s a r y t o r e v i e w o r 

t o c o n s i d e r t h e many d e c i s i o n s c i t e d i n a r g u m e n t f r o m d i s t r i c t 

c o u r t s a n d c i r c u i t c o u r t s o f a p p e a l s . 

I n Ho . 5 6 6 3 t h e b i l l f a i l e d t o a v e r t h a t t h e Macon b a n k h a d 

o n d e p o s i t w i t h t h e G u a r a n t y T r u s t Co. i n IJew Y o r k f u n d s w h i c h i t 
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c o - a i d h a v e a s s i g n e d "by i t s c a s h i e r ' s c h e c k p a y a b l e t o t h e a p p e l l a n t * 

B u t a s s u m i n g t h a t t h e r e w e r e s u c h f u n d s o u t o f w h i c h t h e c a s h i e r ' s 

' c h e c k c o u l d h a v e b e e n p a i d , y e t i t i s n o t made t o a p p e a r t h a t t h e y 

c o u l d h e t r a c e d o r i d e n t i f i e d , o r came i n t o t h e h a n d s o f t h e r e -

c e i v e r • A l t h o u g h i t b e c o n c e d e d t h a t t h e Macon b a n k v i o l a t e d i t s 

i n s t r u c t i o n s , n e v e r t h e l e s s i t r e m a i n s t r u e t h a t t h e p r o c e e d s o f 

t h e a p p e l l a n t ' s d r a f t w e r e m i n g l e d w i t h a n b e c a m e a p a r t o f t h e 

g e n e r a l m a s s o f u n i d e n t i f i e d b a n k f u n d s , w i t h t h e r e s u l t t h a t t h e 

a p p e l l a n t ' s c l a i m was n o b e t t e r t h a n t h a t o f a g e n e r a l c r e d i t o r . 

I n H o . 5 6 5 9 t h e p r o c e e d s o f t h e a p p e l l e e 1 s d r a f t a r e 

e a s i l y t r a c e a b l e i n t o t h e b a l a n c e w h i c h t h e C i t i z e n s & S o u t h e r n 

B a n k a f t e r t h e Macon b a n k ' s f a i l u r e p a i d t o t h e r e c e i v e r . I t 

t h e r e f o r e a p p e a r s t h a t t h e r e c e i v e r came i n t o p o s s e s s i o n o f a n 

i d e n t i f i e d f u n d w h i c h b e l o n g e d n o t t o t h e f a i l e d b a n k b u t t o t h e 

a p p e l l e e . We t h e r e f o r e t h i n k t h a t t h e j u d g m e n t i n t h i s c a s e are-

g a i n s t t h e r e c e i v e r was c l e a r l y r i g h t . 

I n U o . 5 7 3 7 t h e Macon b a n k a t t h e t i m e o f i t s f a i l u r e h a d 

o n d e p o s i t w i t h t h e F e d e r a l R e s e r v e s u f f i c i e n t f u n d s t o p a y t h e 

c h e c k s o f t h e a p p e l l a n t s . U n d e r i t s a g r e e m e n t s w i t h t h e a p p e l -

l a n t s a n d i t s a r r a n g e m e n t w i t h t h e F e d e r a l R e s e r v e , t h o s e f u n d s 

w e r e r e q u i r e d t o b e s e t a p a r t , t h a t i s t o s a y t h e y w e r e i n e q u i t y 

a s s i g n e d , t o b e u s e d , i n s o f a r a s w a s n e c e s s a r y , i n t h e p a y m e n t 

o f c h e c k s o f t h e a p p e l l a n t s . As s o o n a s t h o s e f u n d s b e c a m e a ~ 

v a i l a b l e , s u c h p a r t o f t h e m a s was n e c e s s a r y t o p a y t h e c h e c k o f 

a p p e l l a n t s a l r e a d y i n t h e F e d e r a l R e s e r v e B a n k p a s s e d o u t o f t h e 

c o n t r o l o f t h e Macon b a n k a n d w a s r e q u i r e d b y e x p r e s s a g r e e m e n t 
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t o b e c r e d i t e d i m m e d i a t e l y t o t h e a p p e l l a n t s . The r i g h t o f t h e 

a p p e l l a n t s t o i m m e d i a t e c r e d i t was p r o v i d e d f o r e v e n t h o u g h i t 

s h o u l d t u r n o u t t h a t s o m e o r e v e n a l l o f t h e c h e c k s w e r e d r a w n a ~ 

g a i n s t i n s u f f i c i e n t f u n d s , t h o u g h i n t h i s c a s e t h e p r o v i s i o n f o r 

r e t u r n o f "bad c h e c k s w a s n o t a p p l i c a b l e s i n c e a l l t h e c h e c k s w e r e 

g o o d . The p r i m a r y p u r p o s e o f t h e c o n t r a c t s w a s t o p r o v i d e f o r p a r 

c l e a r a n c e a n d i m m e d i a t e t r a n s f e r o f f u n d s . S e c u r i t y , a l t h o u g h n o t 

t h e p r i m a r y p u r p o s e o f t h e c o n t r a c t , was i n f a c t r e q u i r e d b y t h e 

p r o v i s i o n w h i c h o b l i g a t e d t h e Macon b a n k t o p r o v i d e a s p e c i a l f u n d 

f o r t h e p a y m e n t o f c h e c k s o f t h e a p p e l l a n t s . We c o n c l u d e t h a t i n 

t h i s c a s e t h e r e w a s a n e q u i t a b l e a s s i g n m e n t t o t h e a p p e l l a n t s o f 

t h e f u n d s o f t h e Macon b a n k i n t h e F e d e r a l R e s e r v e b a n k , a t t h e 

t i m e o f t h e f o r m e r b a n k ' s f a i l u r e . 

The j u d g m e n t i n H o . 5 6 6 3 i s a f f i r m e d . 
The j u d g m e n t i n S o . 5 6 5 9 i s a f f i r m e d . 
The j u d g m e n t i n Mo. 5 7 3 7 i s r e v e r s e d , a n d t h a t c a u s e i s r e -

m a n d e d f o r f u r t h e r p r o c e e d i n g s n o t i n c o n s i s t e n t w i t h t h i s o p i n i o n . 

( ORIGINAL 51 LSD DECEMBER 1 9 t h , 1 9 2 9 ) 
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COPY X-S542-"b 

m i TED STATES CIRCUIT COURT OF APPEALS FOR THE 

FIFTH CIRCUIT 

I , OAKLEY F . DODD, C l e r k o f t h e U n i t e d . S t a t e s C i r c u i t 

C o u r t o f A p p e a l s f o r - t h e F i f t h C i r c u i t , d o h e r e b y c e r t i f y t h a t 

t h e f o r e g o i n g e i g h t p a g e s , n u m b e r e d f r o m - 1 - t o - 8 - i n c l u s i v e , 

c o n t a i n a t r u e c o p y o f t h e OPINION OF THE COURT I IT THE CASE OF 

THE EARLY & HAITI EL COMPANY, A p p e l l a n t , ITo. 5 6 5 3 , v e r s u s HERBERT 

PEARSON, AS RECEIVER OF THE FOURTH ITATIQTAL B A M OF MACON, 

GEORGIA, A p p e l l e e , 

HERBERT PEARS OH, AS RECEIVER OF THE FOURTH NATIONAL B A M OF 

MACON, A p p e l l a n t , N o . 5 6 5 9 , v e r s u s SUMMEY & TOLSON, TRADING AS 

C-EOSGE H. McFADDEN & BRO. AGENCY, A p p e l l e e . 

FARMERS iTATIONAL BANK OF MONTI CELLO, ET AL, A p p e l l a n t s , No . 5 7 3 7 , 

v e r s u s HERBERT PEARSON, RECEIVER OF THE FOURTH NATIONAL BANK OF 

MACQLT, GEORGIA, A p p e l l e e k a s t h e same r e m a i n s u p o n t h e f i l e s a n d 

r e c o r d s o f s a i d U n i t e d S t a t e s C i r c u i t C o u r t o f A p p e a l s . 

I N TESTIMONY THEREOF, I h e r e u n t o s u b s c r i b e 

my name a n d a f f i x t h e s e a l o f s a i d U n i t e d 

S t a t e s C i r c u i t C o u r t o f A p p e a l s , a t t h e C i t y 

o f New O r l e a n s , L o u i s i a n a , t h i s 1 9 t h d a y o f 

(SEAL) D e c e m b e r , A . D. 1 9 2 9 . 

( S i g n e d ) O a k l e y F . Dodd 

C l e r k o f t h e U n i t e d S t a t e s C i r c u i t C o u r t o f 
A p p e a l s f o r t h e F i f t h C i r c u i t . 
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FEDERAL RESERVE BOARD 

WASHINGTON 
a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o X—6543 

t h e f e d e r a l r e s e r v e b o a r d 

M a r c h 1 9 , 1 9 3 0 . 

SUBJECT: A c c e p t a n c e s Drawn A g a i n s t S t a p l e s P l a c e d 
W i t h I n d e p e n d e n t C o n v e r t e r o r P r o c e s s e r . 

D e a r S i r : 

A c t i n g u p o n c e r t a i n r e c o m m e n d a t i o n s o f t h e G e n e r a l 
C o m m i t t e e o n B a n k e r s 1 A c c e p t a n c e s , t h e F e d e r a l R e s e r v e B o a r d 
i n i t s l e t t e r o f N o v e m b e r 8 , 1S29 ( X - S 4 1 5 ) r u l e d t h a t a d r a f t 
d r a w n "by t h e p u r c h a s e r o f g o o d s u n d e r c e r t a i n c i r c u m s t a n c e s 
i s e l i g i b l e f o r a c c e p t a n c e "by a member b a n k w h e n i t h a s a 
m a t u r i t y c o n s i s t e n t w i t h t h e u s u a l a n d c u s t o m a r y c r e d i t t i m e 
p r e v a i l i n g i n t h e p a r t i c u l a r b u s i n e s s . 

I n t h a t l e t t e r t h e B o a r d s t a t e d t h a t i t h a d n o t 
t a k e n a c t i o n o n t h e o t h e r p r o p o s a l r e c o m m e n d e d b y t h e G e n e r a l 
C o m m i t t e e o n B a n k e r s ' A c c e p t a n c e s , w h i c h w o u l d p e r m i t b a n k e r s ' 
a c c e p t a n c e s t o b e d r a w n a g a i n s t r e a d i l y m a r k e t a b l e s t a p l e s 
d u r i n g t h e t i m e t h e y a r e b e i n g p r o c e s s e d o r c o n v e r t e d b y a n 
i n d e p e n d e n t p r o c e s s e r o r c o n v e r t e r . A s a s p e c i f i c e x a m p l e 
o f a t r a n s a c t i o n i l l u s t r a t i n g t h e l a t t e r p r o p o s a l , t h e Com-
m i t t e e s u b m i t t e d t o t h e B o a r d t h e f o l l o w i n g : 

A c e r t a i n f i r m i s a d e a l e r i n v a r i o u s s t a n d a r d 
t e x t i l e m a t e r i a l s w h i c h i n t h e o r d i n a r y c o u r s e a r e d e l i v e r e d 
t o a b l e a c h i n g a n d d y e i n g c o m p a n y f o r p r o c e s s i n g . The l a t t e r 
c o m p a n y , w h i c h i s i n d e p e n d e n t o f t h e t e x t i l e f i r m , i s s u e s i t s 
n e g o t i a b l e r e c e i p t f o r t h e t e x t i l e m a t e r i a l s , w h i c h a r e r e a d i l y 
m a r k e t a b l e s t a p l e s . The e n t i r e p r o c e s s o f b l e a c h i n g a n d d y e -
i n g u s u a l l y t a k e s f r o m s i x t o e i g h t w e e k s , o n l y a f e w d a y s 
b e i n g r e q u i r e d f o r t h e a c t u a l p r o c e s s i n g a n d t h e b a l a n c e o f t h e 
p e r i o d f o r i r o n i n g , f o l d i n g , p a c k i n g , e t c . The t e x t i l e f i r m 
d e s i r e s t o o b t a i n a n a c c e p t a n c e c r e d i t f r o m t h e b a n k a n d d r a w 
b i l l s t h e r e u n d e r t o f i n a n c e t h e c a r r y i n g o f t h e t e x t i l e s p e n d -
i n g t h e t i m e t h e y a r e w i t h t h e b l e a c h i n g c o m p a n y a n d u n t i l 
r e a d y f o r m a r k e t . The a c c e p t i n g b a n k w o u l d b e s e c u r e d b y t h e 
n e g o t i a b l e r e c e i p t i s s u e d b y t h e b l e a c h i n g c o m p a n y a n d w o u l d 
r e m a i n s e c u r e d i n a c c o r d a n c e w i t h t h e r e q u i r e m e n t s o f t h e F e d e r a l 
R e s e r v e B o a r d ' s R e g u l a t i o n s . 

A f t e r a c a r e f u l c o n s i d e r a t i o n . o f t h i s p r o p o s a l , t h e 
F e d e r a l R e s e r v e B o a r d h a s now v o t e d t o d i s a p p r o v e i t a n d i s o f 
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t h e o p i n i o n t h a t " b i l l s d r a w n u n d e r t h e c i r c u m s t a n c e s s t a t e d 
a r e n o t t o "be c o n s i d e r e d e l i g i b l e f o r a c c e p t a n c e b y member 
b a n k s . 

By O r d e r o f t h e F e d e r a l R e s e r v e B o a r d . 

V e r y t r u l y y o u r s , 

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL F . R . BAHKS 
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F o r r e l e a s e a t 2 : 3 0 P . M . 
M a r c h 2 0 , 1 9 3 0 . 

CREDIT AND ITS PRESENT 

RELATION TO BUSINESS 

A d d r e s s "by 

R . A . Y o u n g , 

G o v e r n o r , F e d e r a l R e s e r v e B o a r d . 

( T o p i c o f t a l k " b e f o r e t h e A m e r i c a n A u t o m o b i l e 
A s s o c i a t i o n , M a r c h 2 0 , 1 9 3 0 , a s b r o a d c a s t 

o v e r a n a t i o n - w i d e n e t w o r k o f t h e N a -
t i o n a l B r o a d c a s t i n g C o m p a n y . ) 
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M r . T o a s t m a s t e r a n d R e p r e s e n t a t i v e s o f t h e A u t o m o b i l e 

A s s o c i a t i o n o f A m e r i c a : 

I c o n s i d e r i t a g r e a t h o n o r t o h a v e t h e o p p o r t u n i t y t o 

d i n e w i t h y o u t o d a y , a n d a l s o c o n s i d e r i t a r a r e p r i v i l e g e 

t o s p e a k t o y o u . 

The r a d i o t i n e t h a t h a s b e e n a l l o t t e d t o me i s l i m i t e d 

a n d , t h e r e f o r e , I am g o i n g t o a t t e m p t t o c o v e r a s m u c h g r o u n d 

a s q u i c k l y a s I p o s s i b l y c a n * 

T h i s c o u n t r y h a s "been i n a b u s i n e s s r e c e s s i o n s i n c e J u n e 

o f l a s t y e a r a n d p r a c t i c a l l y a l l l i n e s o f e n d e a v o r h a v e b e e n 

a f f e c t e d . 

I am n o t g o i n g t o t r y t o r e v i e w a l l o f t h e f a c t o r s t h a t 

c o n t r i b u t e d t o t h e s e d e v e l o p m e n t s b u t w i l l s i m p l y a t t e m p t t o 

p o i n t o u t t h e r e l a t i o n o f c r e d i t t o t h e g e n e r a l s i t u a t i o n . 

F r o m S e p t e m b e r 1 9 2 7 u n t i l O c t o b e r 1 9 2 9 t h i s c o u n t r y 

e x p e r i e n c e d a s p e c u l a t i v e h y s t e r i a t h a t e v e n t u a l l y b e c a m e 

w o r l d - w i d e i n i t s e f f e c t s . The F e d e r a l R e s e r v e S y s t e m r e a l i z e d 

t h a t w h i l e t h i s h y s t e r i a m i g h t b e s o m e w h a t r e s t r a i n e d , i t w o u l d 

n e v e r t h e l e s s h a v e t o r u n i t s c o u r s e , a n d t h e p r i n c i p a l t h i n g 

t h e S y s t e m c o u l d do d u r i n g t h e i n t e r i m w a s t o a t t e m p t t o k e e p 

t h e r e s e r v e b a n k s i n s u c h o r d e r t h a t w h e n t h e i n e v i t a b l e c o l l a p s e 

s h o u l d c o m e , t h e S y s t e m w o u l d b e i n a p o s i t i o n t o m i n i m i z e t h e 

e f f e c t s o f t h e c r a s h a n d a t t h e same t i m e t o u s e i t s i n f l u e n c e 

t o w a r d s i n d u c i n g m e m b e r b a n k s a l s o t o k e e p i n c o n d i t i o n t o a c t 

p r o m p t l y a n d d e c i s i v e l y w h e n t h e n e e d a r o s e . To a c c o m p l i s h t h i s 

r e s u l t , t h e F e d e r a l R e s e r v e S y s t e m p e r s i s t e n t l y r e s o r t e d t o t h e 
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p o w e r s t h a t i t h a d a t i t s command - t o w i t : - t h e d i s c o u n t 

r a t e , b i l l r a t e s , o p e n m a r k e t o p e r a t i o n s a n d d i r e c t a c t i o n . 

C r e d i t , h o w e v e r , i s o n e o f t h o s e p e c u l i a r i n s t r u m e n t s w h i c h 

s e e m s t o w o r k i n o p p o s i t e d i r e c t i o n s s i m u l t a n e o u s l y , s o t h a t 

t h e " b e n e f i t s s e c u r e d "by o n e o p e r a t i o n f r e q u e n t l y a r e c o u n t e r -

a c t e d "by f o r c e s t h a t w o r k i n j u s t t h e o p p o s i t e d i r e c t i o n . 

D u r i n g t h i s p e r i o d t h e F e d e r a l R e s e r v e S y s t e m a t t e m p t e d i n 

c o o p e r a t i o n w i t h t h e member h a n k s t o r e s t r a i n t h e g r o w t h of 

s p e c u l a t i v e c r e d i t a n d a t t h e same t i m e t o a s s u r e r a t e s o f 

i n t e r e s t f o r c r e d i t u s e d i n p r o d u c t i o n a n d d i s t r i b u t i o n t h a t 

w o u l d n o t b e p u n i t i v e . T h e s e e f f o r t s h a l t e d t h e g r o w t h i n 

s t o c k e x c h a n g e l o a n s o f member b a n k s , w h i l e t h e s e b a n k s c o n -

t i n u e d t o s u p p l y i n c r e a s i n g d e m a n d s f r o m t h e i r c u s t o m e r s f o r 

c o m m e r c i a l l o a n s . T h e demand f o r s p e c u l a t i v e c r e d i t c o n t i n u e d 

t o b e s o s t r o n g , h o w e v e r , a n d s o f a r e x c e e d e d t h e w i l l i n g n e s s 

o f t h e m e m b e r b a n k s t o l e n d o n t h e e x c h a n g e , t h a t u n u s u a l l y 

h i g h r a t e s p r e v a i l e d i n t h e c a l l l o a n m a r k e t f o r a l o n g p e r i o d 

a n d w e r e a n i m p o r t a n t f a c t o r i n a t t r a c t i n g a l a r g e v o l u m e o f 

l o a n s f r o m n o n - b a h l c i n g s o u r c e s . H i g h c a l l r a t e s , a c t i n g e i t h e r 

d i r e c t l y o r i n d i r e c t l y , a f f e c t a l l o t h e r r a t e s , s o f o r a 

c o n s i d e r a b l e p e r i o d t h e h i g h c a l l r a t e s p r e v a i l i n g i n New Y o r k 

a f f e c t e d t h e c o s t o f a l l c r e d i t , n o t o n l y n a t i o n a l l y , b u t i n t e r -

n a t i o n a l l y . Money r a t e s w e r e i n f a c t a d v a n c e d i n a l l p r i n c i p a l 

c o u n t r i e s t o t h e d i s a d v a n t a g e o f b u s i n e s s t h r o u g h o u t t h e w o r l d . 

T h i s s t a t e o f a f f a i r s w a s n o t o n l y p u z z l i n g t o t h e b a n k e r s o f 

A m e r i c a , b u t c a u s e d t h e m g r e a t c o n c e r n . T h a t t h e y g a v e t h e 
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m a t t e r c a r e f u l s tud ; , 7 , and. l a i d d e f i n i t e a n d p o s i t i v e p l a n s f o r 

h a n d l i n g t h e s i t u a t i o n w h e n i t s h o u l d b r e a k , i s c l e a r l y e v i -

d e n c e d . b y t h e c o u r a g e o u s m a n n e r i n w h i c h t h e " b a n k e r s d i d 

h a n d l e t h e s i t u a t i o n , p a r t i c u l a r l y i n t h e l a r g e r c e n t e r s , d u r i n g 

t h a t c r i t i c a l w e e k o f O c t o b e r 2 3 r d t o O c t o b e r 3 0 , 1 9 2 9 , a n d i n 

my o p i n i o n , i f t h e y h a d n o t a c t e d a s q u i c k l y a n d c o u r a g e o u s l y 

a s t h e y d i d , t h i s c o u n t r y w o u l d h a v e w i t n e s s e d o n e o f t h e 

g r e a t e s t p a n i c s i t h a d e v e r e x p e r i e n c e d . 

T h e r e i s a l w a y s a n a f t e r m a t h t o s u c h s i t u a t i o n s a n d t h a t 

i s w h a t we h a v e b e e n e x p e r i e n c i n g d u r i n g t h e l a s t f o u r o r 

f i v e m o n t h s . I do n o t m e a n t o c o n v e y t h e i d e a t h a t t h e c r a s h 

i n t h e s t o c k - m a r k e t h a s b e e n t h e o n l y f a c t o r i n t h e r e c e s s i o n 

o f p r o d u c t i o n , e m p l o y m e n t a n d t r a d e , b u t t h a t i t w a s a n i m -

p o r t a n t c o n t r i b u t i n g f a c t o r , t h e r e c a n b e no q u e s t i o n . 

S i n c e l a s t O c t o b e r t h e r e h a v e b e e n many r e m e d i e s s u g g e s t e d -

some o f m e r i t a n d m a n y w i t h o u t m e r i t . G r e a t s t r e s s h a s b e e n 

l a i d u p o n t h e i m p o r t a n c e o f c r e d i t , a n d w h i l e I am n o t o f t h a t 

s c h o o l t h a t b e l i e v e s t h a t c r e d i t i s a d e t e r m i n i n g f a c t o r i n 

s u c h s i t u a t i o n s , n e v e r t h e l e s s , I b e l i e v e t h a t t h e r e i s a 

p o s s i b i l i t y o f i t s b e i n g a c o n t r i b u t i n g f a c t o r . T h a t I am n o t 

a l o n e i n my v i e w s i s e v i d e n c e d b y t h e f a c t t h a t s i n c e N o v e m b e r 

o f l a s t y e a r e v e r y F e d e r a l R e s e r v e B a n k h a s i n i t i a t e d a r e -

d u c t i o n i n d i s c o u n t r a t e s - one b a n k d r o p p i n g f r o m 6 $ t o 3 l / 2 $ 

i n i t s d i s c o u n t r a t e a n d f r o m 5 3 / 8 $ t o 3 $ i n i t s b u y i n g r a t e 

o n a c c e p t a n c e s . S i n c e l a s t O c t o b e r , f u r t h e r m o r e , t h e r e s e r v e 

b a n k s h a v e a c c u m u l a t e d a l a r g e p o r t f o l i o o f G o v e r n m e n t b o n d s . 
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A l l such a c t i o n s have "been to l e n d the i n f l u e n c e of t he F e d e r a l 

Rese rve Banks towards e a s i n g the p r i c e of c r e d i t , and I ask 

y o u t o r e m e m b e r t h a t t h e i n i t i a t i o n o f t h e s e a c t i o n s w a s n o t 

c o n f i n e d t o a n y o n e p a r t i c u l a r g r o u p , i n a n y o n e l o c a l i t y , 

"but w a s p u t i n o p e r a t i o n b y 1 0 8 d i r e c t o r s o f t h e t w e l v e r e s e r v e 

"banks i n t w e l v e t r a d e a r e a s c o m p r i s i n g t h e w h o l e o f t h e U n i t e d 

S t a t e s . B u t t h e c o n s e q u e n c e s h a v e n o t "been c o n f i n e d t o t h e 

U n i t e d S t a t e s . C e n t r a l "banks i n f o r e i g n c o u n t r i e s w h i c h h a d 

"been o b l i g e d t o r a i s e t h e i r d i s c o u n t r a t e s d u r i n g 1 9 2 8 a n d 

t h e l a r g e r p a r t o f 1 9 2 9 h a v e s i n c e l a s t O c t o b e r s e e n t h e i r way 

c l e a r t o r e d u c e r a t e s a g a i n . D i s c o u n t r a t e s h a v e a c c o r d i n g l y 

b e e n r e d u c e d i n E n g l a n d , F r a n c e , G e r m a n y , a n d m a n y o t h e r f o r e i g n 

c o u n t r i e s , t o t h e a d v a n t a g e o f t h e i r own p e o p l e , a n d s i n c e 

t h e s e c o u n t r i e s a r e g o o d c u s t o m e r s o f t h e p e o p l e o f t h e U n i t e d 

S t a t e s e a s i e r m o n e y a b r o a d i s i n t h e s e c i r c u m s t a n c e s a l s o o f 

a d v a n t a g e t o our s e l v e s . 

D u r i n g t h e p a s t f i v e m o n t h s t h e F e d e r a l . R e s e r v e S y s t e m 

h a s b e e n f r e q u e n t l y c r i t i c i z e d b e c a u s e i t d o e s n o t a l w a y s move 

r a p i d l y e n o u g h , b u t t h e s e c r i t i c s h a v e f a i l e d t o t a k e i n t o 

c o n s i d e r a t i o n a l l o f t h e m e c h a n i c s o f r e g i o n a l b a n k c r e d i t , 

a n d a l l t h a t I c a n s a y i s t h a t 1 b e l i e v e t h e F e d e r a l R e s e r v e 

S y s t e m h a s moVed , d u r i n g r e c e n t m o n t h s , a s r a p i d l y a s t h e 

m e c h a n i c s w o u l d p e r m i t a n d I b e l i e v e a s r a p i d l y a s t h e s i t u a -

t i o n h a s j u s t i f i e d . I f u r t h e r r e a l i z e t h a t t h e r e a r e m a n y 

p e o p l e i n b u s i n e s s t h a t a r e a b i t s k e p t i c a l o f t h e r e a l i t y o f 

t h i s p r o g r a m b e c a u s e t h e y h a v e n o t a s y e t f e l t t h e e f f e c t s i n 
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t h e i r own i n d i v i d u a l c a s e s , b u t u n l e s s s o m e t h i n g u n f o r s e e n 

d e v e l o p s , I am c o n f i d e n t t h a t t h e e a s i n g i n f l u e n c e o f t h i s 

p r o g r a m w i l l i n t i m e t r i c k l e i n t o a l l f o r m s o f c r e d i t . I n 

f a c t , t o d a t e I am q u i t e a g r e e a b l y s u r p r i s e d w i t h t h e r e -

s u l t s t h a t h a v e b e e n o b t a i n e d . T h e r e w a s a t i m e i n t h i s 

c o u n t r y w h e n b a n k e r s o p e r a t i n g a s i n d e p e n d e n t u n i t s w e r e 

i n t e r e s t e d m a i n l y i n h i g h r a t e s , a n d s e l d o m , i f e v e r , i n l o w 

r a t e s . H o w e v e r , t h e e x p e r i e n c e s o f t h e p a s t t e n y e a r s h a v e 

t a u g h t a g r e a t m a j o r i t y o f b a n k e r s t h a t a c t i v e b u s i n e s s , 

w i t h r e a s o n a b l e r a t e s , i s f a r m o r e p r o f i t a b l e i n t h e l o n g 

r u n , t h a n d u l l b u s i n e s s w i t h h i g h r a t e s . The w i l l i n g n e s s 

w i t h w h i c h m a n y b a n k e r s h a v e m o d i f i e d r a t e s c o n v i n c e s me 

t h a t t h e y w i l l do t h e i r p a r t i n t h e p r e s e n t s i t u a t i o n . 

I a g a i n r e p e a t , h o w e v e r , t h a t c r e d i t c a n o n l y b e a 

c o n t r i b u t i n g f a c t o r t o w a r d s r e v i v i n g b u s i n e s s a n d r e s t o r i n g 

i t t o n o r m a l c y . T h e r e a r e m a n y o t h e r f a c t o r s t h a t a r e p e r -

h a p s j u s t a s i m p o r t a n t , a n d m a n y o f t h a n m o r e s o . The men 

who a r e e n g a g e d i n t h e b u s i n e s s o f a g r i c u l t u r e , i n d u s t r i a l 

p r o d u c t i o n , a n d w h o l e s a l e a n d r e t a i l t r a d e u n d e r s t a n d t h a t 

t h e y h a v e o p p o r t u n i t i e s a n d r e s p o n s i b i l i t i e s i n t h e m a t t e r . 

T h e y a l l h a v e t h e i r own p r o b l e m s t o m e e t , u s u a l l y i n t h e 

f a c e o f c o m p e t i t i o n , a n d I h a v e n o d o u b t t h e y a r e w o r k i n g 

h a r d o n t h e s e p r o b l e m s . Many o f t h e m may f e e l t h a t t h e y 

h a v e g o o d r e a s o n s o f t h e i r own f o r h e s i t a n c y . A l l I c a n 

s a y i s t h a t t h e F e d e r a l R e s e r v e B a n k s h a v e e x h i b i t e d no 

h e s i t a n c y a n d t h a t t h e F e d e r a l R e s e r v e S y s t e m h a s e x p r e s s e d 
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i t s e l f i n a n e a s i n g p r o g r a m t h a t i s c l e a r l y e v i d e n t t o e v e r y o n e . 

T h i s w a s n o t p u t i n o p e r a t i o n w i t h o u t o v e r c o m i n g o b s t a c l e s , a n d 

i t s i n i t i a t o r s w e r e n o t u n m i n d f u l o f u n h e a l t h y f a c t o r s t h a t 

m i g h t d e v e l o p , h u t i n a n y e v e n t , t h e y h a v e d o n e w h a t t h e y "be-

l i e v e d t e s t t o do u n d e r t h e c i r c u m s t a n c e s , a n d t h e i r f u t u r e 

a c t i o n c a n o n l y h e d e t e r m i n e d b y s u b s e q u e n t d e v e l o p m e n t s . 

T h i s i s a g r e a t c o u n t r y , p o s s e s s e d o f m a n y a d v a n t a g e s a n d 

g r e a t n a t u r a l r e s o u r c e s , i n h a b i t e d w i t h p e o p l e a n x i o u s a n d 

w i l l i n g t o wor lc , a n d i t s c r e d i t s t r u c t u r e i s o n e t h a t c a n a n d 

w i l l f u n c t i o n . 

T h e r e f o r e , i t s e e m s t o me t h a t o t h e r s s h o u l d h a v e m o r e 

i n i t i a t i v e a n d l e s s h e s i t a n c y , a n d I f e e l j u s t i f i e d i n m a k i n g 

t h a t a p p e a l t o t h e A m e r i c a n p e o p l e f e e l i n g c o n f i d e n t t h a t t h e 

e x p e r i e n c e o f 1 9 2 8 a n d 1 9 2 9 w i l l b e f r e s h e n o u g h i n o u r m i n d s 

t o p r e c l u d e a n y i m m e d i a t e r e c u r r e n c e o f s u c h s p e c u l a t i v e 

h y s t e r i a a s we h a d a t t h a t t i m e . 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

F o r i m m e d i a t e r e l e a s e . M a r c h 2 0 , 1 9 3 0 . 

The F e d e r a l R e s e r v e B o a r d a n n o u n c e s t h a t t h e F e d e r a l 

R e s e r v e B a n k o f S a n F r a n c i s c o h a s e s t a b l i s h e d a r e d i s c o u n t r a t e 

o f 4 p e r c e n t o n a l l c l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f -

f e c t i v e M a r c h 2 1 , 1 9 3 0 . 
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SPATEIENT 0~ BUREAU OF 32NGRAVING AND PRINTING 

F e d e r a l R e s e r v e N o t e s , 1 9 2 8 . 

l ioirbh o f F e b r u a r y 1 9 3 0 . 

^ 5 , , 1 0 § 2 0 * 5 0 $ 1 0 0 T o t a l 
s h e e t s Amoun t 

B o s t o n 1 0 0 , 0 0 0 1 0 0 , 0 0 0 1 0 , 0 0 0 • » 8 , 0 0 0 2 1 8 , 0 0 0 ' * 1 9 , 5 1 1 . 0 0 
New Y o r k 1 0 0 , 0 0 0 1 0 0 , 0 0 0 - - 3 0 , 0 0 0 2 3 0 , 0 0 0 2 0 , 5 8 5 . 0 0 
P h i l a d e l p h i a 5 0 , 0 0 0 5 0 , 0 0 0 — 6 , 0 0 0 1 7 , 0 0 0 1 2 3 , 0 0 0 1 1 , 0 0 8 » 5 0 
C l e v e l a n d 1 0 0 , 0 0 0 - 2 0 , 0 0 0 - 1 2 0 , 0 0 0 1 0 , 7 4 0 . 0 0 
R i c h m o n d 1 0 0 , 0 0 0 5 0 , 0 0 0 2 5 , 0 0 0 ^ 4 , 0 0 0 —• 1 9 9 , 0 0 0 1 7 , 8 1 0 . 5 0 
C h i c a g o 2 0 8 , 0 0 0 1 4 2 , 0 0 0 1 5 0 , 0 0 0 3 0 , 0 0 0 1 2 , 0 0 0 5 4 2 , 0 0 0 4 6 , 5 0 9 . 0 0 
S t . L o u i s 5 0 , 0 0 0 5 0 , 0 0 0 2 0 , 0 0 0 - mm 1 2 0 , 0 0 0 1 0 , 7 4 0 . 0 0 
M i n n e a p o l i s 5 0 , 0 0 0 - — 5 0 , 0 0 0 4 , 4 7 5 . 0 0 
K a n s a s C i t y 5 0 , 0 0 0 3 , 0 0 0 1 0 , 0 0 0 — - 6 3 , 0 0 0 5 , 6 3 8 . 5 0 
D a l l a s - — - 5 , 0 0 0 4 , 0 0 0 9 , 0 0 0 8 0 5 . 5 0 
S a n F r a n c i s c o — 4 , 0 0 0 — 4 , 0 0 0 3 5 8 . 0 0 

8 0 8 , 0 0 0 4 9 5 , 0 0 0 2 1 5 , 0 0 0 8 9 , 0 0 0 7 1 , 0 0 0 1 , 6 7 8 , 0 0 0 £ 1 5 0 , 1 8 1 . 0 0 

1 , 6 7 8 , 0 0 0 s h e e t s , . ,>89.50 p e r M, $ 1 5 0 , 1 8 1 . 0 0 

C r e d i t a p p r o p r i a t i o n s , 1 9 3 0 , a s f o l l o w s : 

Comp. o f E m p . , B . E . & P . ^ 7 3 , 2 0 1 . 6 0 
P l a t e P r i n t i n g , " " 3 4 , 1 9 7 . 6 4 
M t l s . & L i s c . E x p . , " " 3 6 , 7 8 1 . 7 6 

B u r e a u of E n g r a v i n g a n d P r i n t i n g 

P e r C• R . Long 
A s s i s t a n t D i r e c t o r . 
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I N THE UNITED STATES CIRCUIT COURT OF APPEALS FOR THE 

FIFTH CIRCUIT. 

No. 5 7 1 5 

WRIGHTSVILLE & TENNILE RAILROAD COMPANY, 
A p p e l l a n t , 

V e r s u s 

CITIZENS & SOUTHERN NATIONAL BANK, ET A L . , 
A p p e l l e e s . 

N o . 5 6 8 9 

H. W. WHITMAN, AS RECEIVER OF THE FIRST NATIONAL B A H OF DUBLI.T, 
A p p e l l a n t , 

V e r s u s 

BRAGG, I,ELLS APS & BLACKWELL, I N C . , 
A p p e l l e e . 

A p p e a l s f r o m t h e D i s t r i c t C o u r t o f t h e U n i t e d S t a t e s f o r t h e 

S o u t h e r n D i s t r i c t o f G e o r g i a . 

A . R . L a w t o n , J r . , A l e x a n d e r R . L a w t o n , R . M. D a l e y , 

( L a w t o n & C u n n i n g h a m on t h e ' b r i e f ) , f o r A p p e l l a n t , i n No. 5 7 1 5 . 

J . S . A d a m s , S a m u e l B . A d a m s , A . P r a t t Adams f o r 

A p p e l l e e s i n No . 5 7 1 5 . 

S c o t t R u s s e l l , J . S . A d a m s , ( J o n e s , J o n e s , J o h n s t o n & 

R u s s e l l o n t h e " b r i e f ) , f o r A p p e l l a n t i n Mo. 5 5 8 9 . 

H. B . T r o u t m a n , W a l t e r A . H a r r i s , ( T r o u t m a n & T r o u t m a n ; 

H a r r i s , H a r r i s & P o p p e r on t h e " b r i e f ) , f o r A p p e l l e e i n No . 5 6 8 9 . 
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B e f o r e WALKER, BRYAN a n d FOSTER, C i r c u i t J u d g e s . 

BRYAN, Ci r c u i t J u d g e . 

T h e s e two s u i t s a r o s e o u t o f t h e f a i l u r e o f t h e E i r s t 

n a t i o n a l B a n k o f D u b l i n , G e o r g i a . The b a n k f a i l e d t o o p e n i t s 

d o o r s f o r " b u s i n e s s on Monday , S e p t e m b e r 2 4 , 1 9 2 8 , a n d l a t e r d u r -

i n g t h e s a m e d a y a r e c e i v e r w a s a p p o i n t e d b y t h e C o m p t r o l l e r o f 

t h e C u r r e n c y . 

I n H o . 5 7 1 5 t h e f a c t s w e r e t h e s e : On S e p t e m b e r 2 1 , 19<i8, 

t h e a p p e l l a n t r a i l r o a d c o m p a n y , h a v i n g on d e p o s i t w i t h t h e D u b l i n 

b a n k m o r e t h a n $ 4 , 0 0 0 , r e q u e s t e d t h a t b a n k t o t r a n s m i t $ 4 , 0 0 0 t o 

i t s d e p o s i t a c c o u n t i n t h e C i t i z e n s & S o u t h e r n B a n k a t S a v a n n a h . 

On t h e same d a y , p u r s u a n t t o t h a t r e q u e s t , t h e D u b l i n b a n k m a i l e d 

i t s c h e c k f o r $ 4 , 0 0 0 t o t h e S a v a n n a h b a n k f o r c r e d i t t o t h e a p -

p e l l a n t * # a c c o u n t . The c h e c k r e a c h e d S a v a n n a h t h e n e x t d a y , 

w h i c h w a s S a t u r d a y , b u t t h e S a v a n n a h b a n k c l o s e d i t s b u s i n e s s f o r 

t h a t d a y a t n o o n a n d d i d n o t o p e n t h e l e t t e r c o n t a i n i n g t h e c h e c k 

u n t i l a f t e r n i n e o ' c l o c k on Monday t h e 2 4 t h . B e f o r e t h a t l e t t e r 

w a s o p e n e d b y i t t h e S a v a n n a h b a n k r e c e i v e d a t e l e g r a m f r o m t h e 

D u b l i n b a n k r e a d i n g a s f o l l o w s : " T h i s i s t o n o t i f y y o u t h a t t h e 

F i r s t N a t i o n a l B a n k o f D u b l i n f a i l e d t o o p e n t h i s m o r n i n g b y o r d e r 

o f t h e d i r e c t o r s o f s a i d b a n k , " a n d l a t e r d u r i n g t h e d a y , b u t 

a f t e r b a n k i n g h o u r s , r e c e i v e d a n o t h e r t e l e g r a m f r o m t h e b a n k e x -

a m i n e r t o s t o p p a y m e n t on a l l o u t s t a n d i n g c h e c k s o f t h e D u b l i n 

b a n k . * t h a d a l r e a d y w i t h h e l d p a y m e n t u p o n r e c e i p t o f t h e f i r s t 

t e l e g r a m . The S a v a n n a h b a n k , u p o n d e m a n d b e i n g made u p o n i t , f o r 

p a y m e n t o f t h e a m o u n t r e p r e s e n t e d b y t h e c h e c k b y b o t h t h e a p p e l -

l a n t a n d t h e r e c e i v e r , r e f u s e d t o p a y e i t h e r , b u t b r o u g h t a b i l l 
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o f i n t e r p l e a d e r , a n d p a i d t h e m o n e y i n t o c o u r t , w h i c h "by f i n a l d e -

c r e e o r d e r e d i t p a i d t o t h e r e c e i v e r . 

I n H o . 5 6 8 9 t h e f a c t s w e r e t h e s e : On S e p t e m b e r 1 9 , 1 9 2 8 , 

t h e D u b l i n b a n k r e c e i v e d f o r c o l l e c t i o n a d r a f t d r a w n b y a p p e l l e e 

on M. H . H o g a n f o r $ 4 , 2 2 2 . 2 9 , w h i c h r e p r e s e n t e d t h e p u r c h a s e 

p r i c e o f t w o c a r l o a d s o f c a t t l e . H o g a n w a s a c t i n g a s a g e n t f o r 

S . T . B a r n e s . On S e p t e m b e r 1 8 B a r n e s , who w a s a d i r e c t o r a n d a 

d e p o s i t o r o f t h e D u b l i n b a n k , b u t w h o s e a c c o u n t was o v e r - d r a w n 

n e a r l y $ 1 , 2 0 0 , i n a n t i c i p a t i o n o f t h e a p p e l l e e ' s d r a f t o f w h i c h 

h e w a s a d v i s e d , a n d i n o r d e r t o p r o v i d e f u n d s w i t h w h i c h t o p a y 

i t , d r e w a d r a f t f o r $ 6 , 0 0 0 , p a y a b l e t o t h a t b a n k o n t h e C a r s o n 

ITava l S t o r e s Company o f S a v a n n a h , w h i c h t h e D u b l i n b a n k s e n t f o r 

C o l l e c t i o n t o t h e F u l t o n N a t i o n a l B a n k o f A t l a n t a . The C a r s o n 

iTava l S t o r e s Co . p a i d B a r n e s * d r a f t a n d t h e p r o c e e d s were r e m i t t e d 

t o t h e F u l t o n b a n k , w h i c h r e c e i v e d t h e m on S e p t e m b e r 2 1 , a n d a f t e r 

t h e f a i l u r e a p p l i e d t h e m on t h e D u b l i n b a n k ' s i n d e b t e d n e s s t o i t , 

w h i c h w a s s e c u r e d b y c o l l a t e r a l . By t h e a p p l i c a t i o n o f t h e D u b l i n 

b a n k ' s b a l a n c e a n d b y t h e s a l e b y t h e F u l t o n b a n k o f a p o r t i o n o f 

t h e c o l l a t e r a l , t h e d e b t o f t h e f o r m e r t o t h e l a t t e r w a s p a i d , a n d 

t h e r e h a s b e e n t u r n e d o v e r t o t h e r e c e i v e r o f t h e D u b l i n b a n k c o l -

l a t e r a l o f a v a l u e g r e a t e r t h a n t h e a m o u n t o f t h e a p p e l l e e ' s 

d r a f t . On S e p t e m b e r 2 2 , t h e d a y a f t e r p a y m e n t o f B a r n e s ' d r a f t was 

r e c e i v e d b y t h e F u l t o n b a n k , t h e D u b l i n b a n k a c c e p t e d B a r n e s ' c h e c k 

f o r t h e a m o u n t o f t h e a p p e l l e e ' s d r a f t a n d m a i l e d i t s own c h e c k t o 

a p p e l l e e f o r a l i k e a m o u n t l e s s e x c h a n g e , b u t b e c a u s e o f i t s 

f a i l u r e o n S e p t e m b e r 2 4 t h a t c h e c k was n o t p a i d . 
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I n N o . 5 7 1 5 i t i s n o t s h o w n t h a t t h e c h e c k r e a c h e d t h e 

S a v a n n a h "bank d u r i n g b a n k i n g h o u r s on S a t u r d a y , S e p t e m b e r 2 2 , On 

t h e 2 4 t h t h e S a v a n n a h b a n k a t a b o u t t h e h o u r o f o p e n i n g , a n d b e -

f o r e t h e c h e c k i n q u e s t i o n h a d come t o i t s a t t e n t i o n , w a s g i v e n 

n o t i c e b y t h e D u b l i n b a n k t h a t t h e l a t t e r h a d f a i l e d t o o p e n f o r 

b u s i n e s s p r u s u a n t t o a n o r d e r o f i t s b o a r d o f d i r e c t o r s . I n 

b a n k i n g c i r c l e s t h i s n o t i c e c o u l d o n l y mean t h a t t h e D u b l i n b a n k 

h a d f a i l e d , a n d t h a t i t s c h e c k s h o u l d n o t a f t e r w a r d s b e p a i d . The 

a p p e l l a n t w a s t h e p a y e e o f t h e c h e c k a n d c o u l d h a v e n o r i g h t o f 

a c t i o n u p o n i t a g a i n s t t h e S a v a n n a h b a n k u n t i l t h e l a t t e r h a d a c -

c e p t e d i t . F o u r t h S t r e e t B a n k v . Y a r d l e y , 1 6 5 U . S . 6 3 4 , The 

c h e c k was a m e r e o r d e r f o r t h e p a y m e n t o f m o n e y a n d t h e m a k e r o f 

i t h a d t h e r i g h t t o w i t h d r a w t h e o r d e r a n d s t o p p a y m e n t a t a n y 

t i m e b e f o r e a c c e p t a n c e . G l e n n a n v . B o c h , 2 0 9 N . Y . 1 2 . I t f o l -

l o w s t h a t i n o u r o p i n i o n t h e decree i n f a v o r o f t h e r e c e i v e r was 

c o r r e c t . 

I n No . 5 6 8 9 t h e s i t u a t i o n i s much t h e s a m e a s i t r a , s i n 

N o . 5 6 5 9 , P e a r s o n , R e c e i v e r , v . Summey & T o l s o n , t h i s d a y d e -

c i d e d , i n w h i c h i t w a s h e l d t h a t t h e r e h a d b e e n a n e q u i t a b l e 

a s s i g n m e n t o f t h e f u n d s o f a f a i l e d b a n k , a n d t h a t s u c h f u n d s b e -

l o n g e d t o t h e d r a w e r o f a d r a f t who w a s a b l e t o t r a c e a n d i d e n t i -

f y i t a s h i s . The a p p e l l e e i n t h i s c a s e was s u c c e s s f u l i n s h o w -

i n g t h a t t h e p r o c e e d s o f h i s d r a f t a t t h e t i m e o f t h e D u b l i n 

b a n k * s f a i l u r e w e r e i n t h e F u l t o n N a t i o n a l B a n k , a n d t h a t i t s u b -

s e q u e n t l y came i n t o t h e h a n d s o f t h e r e c e i v e r . T h o s e p r o c e e d s 

d i d n o t b e l o n g t o t h e D u b l i n b a n k . B a r n e s t e s t i f i e d t h a t t h e 
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p u r p o s e o f h i s d r a f t was t o s u p p l y f u n d s w i t h w h i c h t o p a y a p -

p e l l e e ' s d r a f t . I t i s t r u e t h a t t h e r e i s n o d i r e c t e v i d e n c e t h a t 

t h e D u b l i n "bank t r e a t e d t h e p r o c e e d s o f B a r n e s d r a f t a s a s p e c i a l 

f u n d o u t o f w h i c h a p p e l l e e ' s d r a f t w a s t o b e p a i d ; "but t h e c i r -

c u m s t a n c e s c o u l d r e a s o n a b l y l e a d t o n o o t h e r c o n c l u s i o n . The 

D u b l i n b a n k r e c e i v e d a p p e l l e e ' s d r a f t , a n d h e l d i t f o r two d a y s 

a n d u n t i l B a r n e s d r a f t h a d b e e n p a i d b e f o r e a c c e p t i n g h i s c h e c k 

i n p a y m e n t o f t h e d r a f t i t h e l d a g a i n s t h i m . 

The j u d g m e n t i n e a c h c a s e i s 

AFFIRMED. 

( O B I G - m i FILED DECEMBER 1 9 t h , 1 9 2 9 ) . 
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FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X - 6 5 5 1 

M a r c h 2 2 , 1 9 3 0 . 

SUBJECT: E x p e n s e , M a i n L i n e , L e a s e d W i r e S y s t e m , 
F e b r u a r y , 1 9 3 0 . 

D e a r S i r ; 

E n c l o s e d h e r e w i t h y o u w i l l f i n d two m i m e o -
g r a p h s t a t e m e n t s , X - 6 5 5 1 - a a n d X~S551~b , c o v e r i n g i n 
d e t a i l o p e r a t i o n s o f t h e m a i n l i n e , L e a s e d T i r e S y s -
t e m , d u r i n g t h e m o n t h o f F e b r u a r y , 1 9 3 0 . 

P l e a s e c r e d i t t h e a m o u n t p a y a b l e "by y o u r 
"bank i n t h e g e n e r a l a c c o u n t , T r e a s u r e r , U . S . , o n 
y o u r b o o k s , a n d i s s u e C / D F o r m 1 , n a t i o n a l B a n k s , f o r 
a c c o u n t o f " S a l a r i e s a n d S b c p e n s e s , F e d e r a l R e s e r v e 
B o a r d , S p e d i a l F u n d " » L e a s e d w i r e S y s t e m , s e n d i n g 
d u p l i c a t e C/D t o t h e F e d e r a l R e s e r v e B o a r d . 

V e r y t r u l y y o u t s ; 

F i s c a l A g e n t . 

E n c l o s u r e s . 

TO GOVERNORS OF ALL F . R . BAILES EXCEPT CHICAGO. 

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



REPORT SHOTTING CLASSIFICATION AND NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR "TEE MONTH OF FEBRUARY, 1 9 3 0 . 

X - 6 5 5 1 - a 

B u s i n e s s Words sent by 3Tet F e d e r a l P e r c e n t o f t o t a l 
r e 0 0 r t e d New York c h a r g e - " R e s e r v e b a n k b u s i n e s s ( * ) 

able to o ther "Bank 

F r o m b a n k s F . R. B a n k s ( l ) b u s i n e s s 

B o s t o n 2 7 , 4 7 2 1 , 4 6 1 2 8 , 9 3 3 3 . 3 2 
New Y o r k 1 4 3 , 0 0 9 - 143,009 1 6 . 4 0 
P h i l a d e l p h i a 3 1 , 4 2 3 1 , 2 9 5 3 2 , 7 1 8 3 - 7 5 
C l e v e l a n d 7 8 , 3 2 9 2 , 7 1 6 8 1 , 0 4 5 9 . 2 9 
R i c h m o n d 5 0 , 1 3 3 2 , 6 i 4 5 2 , 7 4 7 6.05 
A t l a n t a 5 8 , 0 5 5 6,272 6 4 , 3 2 7 7 . 3 5 
C h i c a g o 9 7 , 4 8 0 3 , 4 l 4 1 0 0 , 8 9 4 1 1 . 5 7 
S t . L o u i s 7 2 , 5 2 8 3 , 1 0 8 7 5 , 6 3 6 8.67 
M i n n e a p o l i s 30,985 2 , 5 5 5 3 3 , 5 4 0 3.85 
K a n s a s C i t y 76,203 1,652 7 7 , 8 5 5 8 . 9 3 
D a l l a s 6 9 , 5 5 8 9 , 7 6 4 7 9 , 3 2 2 9.10 
S a n F r a n c i s c o 9 5 . 2 1 9 3 , 7 2 9 1 0 1 , 9 4 8 11.69 

T o t a l 8 3 3 , 3 9 4 3 8 , 5 8 0 8 7 1 , 9 7 4 100.00 

F. R. Board "business - - . .. 243*.883 1,115,857 

Treasury Department "business - Incoming and. Outgoing 228, 742 

Total words transmitted over main l ines 1 ,3^ ,599 

(*) These percentages used in calculating the pro rata share of leased wire exoense as shown 
on the accompanying statement (X-6551-^) 

(1) Number of words sent by New York to other F. R. Banks for their sole benefit charged to 
"banks indicated in accordance with action taken at Governors' Conference 

November 2 - 4 , 1925. 
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# 

REPORT OF EXPENSE MAIN LINE 
FEDERAL RESERVE LEASED WIBE SYSTEM, FEBHJART, 1 3 3 0 . 

X - 6 5 5 1 - b 

O p e r a t o r s ' 
Name o f Bank S a l a r i e s 

B o s t o n $ 260.00 
New Yoite 1,037.46 
P h i l a d e l p h i a 225.00 
C l e v e l a n d 306.66 
R i c h m o n d 190.00 
A t l a n t a 270.00 
C h i c a g o 4,073-94 (#) 
S t . L o u i s 205.00 
M i n n e a p o l i s 200.00 
K a n s a s C i t y 287.50 
D a l l a s 251.00 
S a n F r a n c i s c o 380.00 
F e d e r a l R e s e r v e B o a r d -

O p e r a t o r s 1 

O v e r t i m e 
Wi re 

R e n t a l 

P r o B a t a P a y a b l e t o 
S h a r e o f F e d e r a l 

T o t a l T o t a l R e s e r v e 
E x p e n s e s E x p e n s e s C r e d i t s B o a r d 

$ -

2 3 0 . 0 0 ( 4 ) 

15,503-59 

$ 260.00 $ 648.03 $ 260.00 
1,037-46 3 ,201.10 1,037-46 

225.00 731.96 225.00 
306.66 1 ,813 .31 306.66 
4 2 0 . 0 0 1,180.90 4 2 0 . 0 0 
270.00 1 ,440.50 270.00 

4 ,073.94 2 ,258.34 4,073.94 
205.00 1 ,692.29 205.00 
206.00 7 5 1 - 4 8 200.00 
227.50 1,743.04 287.50 
251.00 1 ,776.22 251.00 
380.00 2 ,281.76 380.00 

1 5 . h 0 3 . 5 9 - -

3 8 5 . 0 3 
2.163.64 

506.96 
1.506.65 

760.90 
1,170.50 
1,215.60 (*) 
1 , 427 . 29 

551.4s 
1,455.54 
1,525.22 
1,901.76 

T o t a l $7,686.56 S - $15,833.59 $23,520.15 $19,518.93 $7,916.56 
4 . 0 0 1 . 2 2 ( a ) 

$19,518.93 
(&) M a i n l i n e r e n t a l , R i c h m o n d - W a s h i n g t o n . 
( # ) I n c l u d e s s a l a r i e s of W a s h i n g t o n o p e r a t o r s . 
( • ) C r e d i t . 
( a ) R e c e i v e d $ 4 , 0 0 1 . 2 2 f r o m T r e a s u r y D e p a r t m e n t c o v e r i n g b u s i n e s s f o r t h e m o n t h of F e b r u a r y , 
( b ) Amount r e i m b u r s a b l e t o C h i c a g o . 

$13,417-97 
1 . 8 1 5 . 6 0 ( b ) 

$11,602.37 

1930. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X - 6 5 5 4 

M a r c h 3 1 , 1 9 3 0 . 

SUBJECT: B a n k S t o c k I n v e s t m e n t s "by S t a t e M e m b e r s . 

D e a r S i r : 

R e c e n t l y t h e r e h a v e come t o t h e a t t e n t i o n o f t h e B o a r d 
s e v e r a l i n s t a n c e s w h e r e f o r m e r s t a t e member b a n k s r e a p p l y i n g 
f o r m e m b e r s h i p i n t h e F e d e r a l R e s e r v e S y s t e m a s t h e r e s u l t 
o f c o n s o l i d a t i o n s , r e o r g a n i z a t i o n s , e t c . , w e r e c a r r y i n g 
a m o n g t h e i r a s s e t s s t o c k s i n o t h e r b a n k s . A l s o , s e v e r a l i n -
s t i t u t i o n s a d m i t t e d t o m e m b e r s h i p u n d e r a c o n d i t i o n t h a t t h e y 
w o u l d n o t , e x c e p t w i t h t h e a p p r o v a l o f t h e B o a r d , a c q u i r e a n 
i n t e r e s t i n a n y o t h e r b a n k o r t r u s t c o m p a n y t h r o u g h t h e p u r -
c h a s e o f s t o c k i n s u c h o t h e r b a n k o r t r u s t c onto a n y , h a v e 
a p p j i e d f o r p e r m i s s i o n t o make s u c h p u r c h a s e s * 

The B o a r d i s v e r y much i n t e r e s t e d i n a s c e r t a i n i n g how 
g e n e r a l t h e p r a c t i c e i s o f s t a t e member b a n k s i n v e s t i n g i n 
s t o c k s o f o t h e r b a n k s a n d t r u s t c o m p a n i e s a n d , a c c o r d i n g l y , 
r e q u e s t s t h a t y o u h a v e m a d e i n y o u r d e p a r t m e n t a s u r v e y o f 
t h i s m a t t e r , b a s e d u p o n t h e l a s t r e p o r t s o f e x a m i n a t i o n o n 
f i l e w i t h y o u , s u b m i t t i n g t h e r e s u l t s o f s u c h s u r v e y t o t h e 
B o a r d . 

As a n i n c i d e n t t o t h i s s u r v e y , i t s h o u l d a l s o b e d e -
t e r m i n e d w h e t h e r a n y s t a t e m e m b e r b a n k h o l d i n g s t o c k i n 
a n o t h e r i n s t i t u t i o n h a s v i o l a t e d a c o n d i t i o n o f i t s m e m b e r -
s h i p i n t h e S y s t e m . Any s u c h c a s e d i s c l o s e d s h o u l d b e t a k e n 
u p w i t h t h e member b a n k i n q u e s t i o n a n d t h e f a c t s r e p o r t e d t o 
t h e B o a r d . 

By O r d e r of t h e F e d e r a l R e s e r v e B o a r d . 

V e r y t r u l y y o u r s , 

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

TO ALL FEDERAL RESERVE AGENTS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X - 6 5 5 5 

M a r c h 3 1 , 1 9 3 0 . 

SUBJECT: C o n v e r s i o n o f C a n a d i a n C u r r e n c y . 

D e a r S i r ; • 

U n d e r d a t e o f N o v e m b e r 7 t h e B o a r d a d v i s e d y o u t h a t 
i t h a d a p p r o v e d t h e r e p o r t o f t h e C o m m i t t e e o n C a n a d i a n 
C u r r e n c y , a n d e n c l o s e d w i t h i t s l e t t e r , X - 6 4 1 3 , a c o p y o f 
t h e C o m m i t t e e ' s r e p o r t , a l s o a c o p y o f t h e l e t t e r t o "be 
a d d r e s s e d t o member "banks a n d o f t h e s t a t e m e n t t o b e r e -
l e a s e d t o t h e p r e s s . 

On N o v e m b e r 1 5 t h e B o a r d s e n t y o u a t e l e g r a m m o d i f y -
i n g s o m e w h a t t h e p r e s s s t a t e m e n t a n d t h e l e t t e r t o b e s e n t 
t o member b a n k s a n d o n N o v e m b e r I S i t a d v i s e d y o u t h a t i t 
h a d v o t e d t o p o s t p o n e t h e e f f e c t i v e d a t e o f t h e p l a n f o r 
t h e c o n v e r s i o n o f C a n a d i a n c u r r e n c y i n t o U . S . f u n d s . 

T h i s m a t t e r h a s a g a i n b e e n r e v i e w e d a n d t h e B o a r d h a s 
d e c i d e d t o m a k e t h e e f f e c t i v e d a t e o f t h e p l a n T u e s d a y , 
A p r i l 1 5 , 1 9 3 0 . The p r e s s s t a t e m e n t w i l l b e r e l e a s e d b y 
t h e B o a r d a t 2 o ' c l o c k o n t h a t d a t e a n d i t w i l l b e a p p r e c i -
a t e d i f y o u w i l l r e l e a s e t h e s t a t e m e n t a t t h e same t i m e a t 
y o u r b a n k a n d , i f y o u t h i n k a d v i s a b l e , a t e a c h o f y o u r 
b r a n c h e s , i f a n y . You may f i n d i t a d v i s a b l e t o a m p l i f y 
s o m e w h a t t h e l e t t e r t o b e s e n t t o member b a n k s b u t t h e 
B o a r d w o u l d s u g g e s t t h a t no c h a n g e s b e m a d e i n t h e s t a t e m e n t 
t o b e g i v e n t o t h e p r e s s . 

C o p i e s o f t h e r e v i s e d p r e s s s t a t e m e n t a n d o f t h e l e t t e r 
t o b e s e n t t o member b a n k s a r e a t t a c h e d h e r e t o . 

V e r y t r u l y y o u r s , 

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

E n c l o s u r e s . 

tfO GOVERNORS OF ALL F . R . BANKS. Digitized for FRASER 
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X—6555—a 

, 1 9 3 0 . 

SUBJECT: C a n a d i a n C u r r e n c y . 

To Member B a n k A d d r e s s e d : 

E n c l o s e d h e r e w i t h i s a s t a t e m e n t w h i c h t h e F e d e r a l 
R e s e r v e B o a r d a n d t h e F e d e r a l r e s e r v e b a n k s a n d b r a n c h e s 
h a v e g i v e n t o t h e p r e s s , r e l a t i n g t o t h e c o n v e r s i o n i n t o 
U . S - f u n d s o f C a n a d i a n p a p e r c u r r e n c y s p e n t i n t h i s 
c o u n t r y . 

I n a c c o r d a n c e w i t h t h i s s t a t e m e n t , y o u may i n c l u d e 
C a n a d i a n p a p e r c u r r e n c y i n y o u r s h i p m e n t s o f U n i t e d 
S t a t e s c u r r e n c y p r o v i d e d t h e two k i n d s o f c u r r e n c y a r e 
p r o p e r l y s e g r e g a t e d w i t h i n t h e p a c k a g e . 

C r e d i t f o r s u c h c u r r e n c y w i l l b e g i v e n f o r i t s f a c e 
v a l u e a n d w h e n t h e c o s t o f c o n v e r s i o n i n t o U. S . f u n d s 
i s d e t e r m i n e d i t w i l l b e c h a r g e d t o y o u r r e s e r v e a c c o u n t . 
As b r o u g h t o u t i n t h e a c c o m p a n y i n g p r e s s s t a t e m e n t , t h e 
a v e r a g e c o s t d u r i n g t h e p a s t t h r e e y e a r s o f c o n v e r t i n g 
C a n a d i a n p a p e r c u r r e n c y i n t o U . S . f u n d s , i n c l u d i n g b o t h 
e x c h a n g e a n d s h i p p i n g c h a r g e s , h a s a v e r a g e d l e s s t h a n 1 
p e r c e n t . 
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F E D E R A L E S S 2 2 7 3 B O A R D 

STATEMEH? FOR THE PRESS 

F o r r e l e a s e 
T u e s d a y , A p r i l 1 5 , 1 9 3 0 . 

SUBJECT: C a n a d i a n C u r r e n c y . 

The F e d e r a l R e s e r v e B o a r d a n n o u n c e s t h a t a p l a n h a s 
"been w o r k e d o u t a n d w i l l h e p u t i n o p e r a t i o n f o r h a n d l i n g 
C a n a d i a n c u r r e n c y d e p o s i t e d w i t h F e d e r a l r e s e r v e h a n k s , a t a 
m i n i m u m of t h e a c t u a l c o l l e c t i o n c h a r g e s i n c u r r e d h y t h e m . 

The d i s c o u n t o n C a n a d i a n c u r r e n c y " b r o u g h t i n t o t h e 
U n i t e d S t a t e s h y t r a v e l e r s h a s f r e q u e n t l y r a n g e d a s h i g h a s 
1 0 a n d s o m e t i m e s e v e n a s h i g h a s 2 0 p e r c e n t , a t p l a c e s r e -
m o t e f r o m t h e b o r d e r l i n e * T h i s i s r e g a r d e d a s e x c e s s i v e a n d 
h a s g i v e n r i s e t o some f e e l i n g i n C a n a d a , e s p e c i a l l y a s U n i t e d 
S t a t e s c u r r e n c y i s g e n e r a l l y a c c e p t e d a t p a r i n C a n a d a . 

The F e d e r a l R e s e r v e B o a r d h a s t a k e n t h e s u b j e c t u p 
w i t h t h e F e d e r a l r e s e r v e b a n k s a n d t h e y h a v e a g r e e d t o o f f e r 
t h e i r f a c i l i t i e s t o member b a n k s f o r t h e c o l l e c t i o n a n d c o n -
v e r s i o n o f C a n a d i a n p a p e r c u r r e n c y i n t o U n i t e d S t a t e s c u r r e n c y 
a t t h e c u r r e n t r a t e s o f e x c h a n g e . The F e d e r a l r e s e r v e b a n k s 
w i l l a b s o r b t h e c o s t of s h i p p i n g C a n a d i a n p a p e r c u r r e n c y f r o m 
t h e member b a n k s t o t h e i r r e s p e c t i v e F e d e r a l r e s e r v e b a n k s 
b u t w i l l d e d u c t a n a l l o w a n c e t o c o v e r t h e a c t u a l e x c h a n g e 
c h a r g e s , a n d i n s u r a n c e a n d s h i p p i n g c h a r g e s , i f a n y , f r o m t h e 
F e d e r a l r e s e r v e b a n k s t o t h e p o i n t s o f c o n v e r t - i o n i n t o U n i t e d 
S t a t e s c u r r e n c y . The a v e r a g e c o s t d u r i n g t h e p a s t t h r e e y e a r s 
o f c o n v e r t i n g C a n a d i a n p a p e r c u r r e n c y i n t o U» $ . f u n d s , i n -
c l u d i n g b o t h e x c h a n g e a n d s h i p p i n g c h a r g e s , h a s a v e r a g e d l e s s 
t h a n 1 p e r c e n t . 

T h i s m e t h o d o f h a n d l i n g C a n S i d i a n c u r r e n c y b y t h e 
F e d e r a l r e s e r v e b a n k s » w i l l i t i s h o p e d * r e s u l t i n s u b s t a n t i a l . 
r e d u c t i o n s i n t h e c o s t o f c o l l e c t i n g t h i s c u r r e n c y . T h e B o a r d 
f e e l s t h a t i f member b a n k s c o o p e r a t e i n t h i s m a t t e r b y e x t e n d i n g 
a s i m i l a r s e r v i c e t o t h e i r c u s t o m e r s , C a n a d i a n t o u r i s t s t r a v e l -
i n g i n t h i s c o u n t r y w i l l f i n d A m e r i c a n m e r c h a n t s w i l l i n g t o 
a c c e p t C a n a d i a n c u r r e n c y a t o r n e a r p a r . 
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WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d m s - p c h c l , 1 9 3 0 , 

SUBJECT: R e v i s i o n o f Open M a r k e t P r o c e d u r e . 

D e a r S i r ; 

U n d e r d a t e o f J a n u a r y 2 3 , 1 9 3 0 , a l e t t e r w a s a d d r e s s e d t o e a c h 
F e d e r a l r e s e r v e b a n k a d v i s i n g o f a d o p t i o n b y t h e B o a r d o f a r e v i s i o n o f 
t h e o p e n m a r k e t p r o c e d u r e m a d e e f f e c t i v e i n A p r i l , 1 9 2 3 . T h i s l e t t e r e x -
p r e s s e d t h e b e l i e f o f t h e B o a r d t h a t t h e p r o c e d u r e a d o p t e d c o n t a i n e d t h e 
e s s e n t i a l s o f a w o r k a b l e p l a n d e s i g n e d t o g i v e e x p r e s s i o n t o t h e common 
i n t e r e s t s o f t h e F e d e r a l r e s e r v e b a n k s i n m a t t e r s o f o p e n m a r k e t p o l i c y 
a n d t o p r o v i d e a r e a s o n a b l e a n d p r a c t i c a b l e m e t h o d f o r j o i n t a c t i o n . I t 
r e q u e s t e d t h a t a f t e r e a c h b a n k h a d h a d t i m e t o c o n s i d e r t h e p l a n i t s v i e w s 
t h e r e o n b e f o r w a r d e d t o t h e B o a r d . 

On M a r c h 2 4 t h a n d 2 5 t h , a m e e t i n g w a s h e l d f o r t h e c o n s i d e r a t i o n 
o f o p e n m a r k e t p o l i c y a t t e n d e d b y r e p r e s e n t a t i v e s o f t h e t w e l v e F e d e r a l r e -
s e r v e b a n k s . At t h e c o n c l u s i o n o f t h e r e g u l a r b u s i n e s s , a t h o r o u g h d i s c u s -
s i o n w a s h a d r e g a r d i n g o p e n m a r k e t p r o c e d u r e i n t h e l i g h t o f l e t t e r s w h i c h 
h a d b e e n r e c e i v e d b y t h e B o a r d f r o m t h e d i r e c t o r s o f e l e v e n o f t h e F e d e r a l 
r e s e r v e b a n k s . F o l l o w i n g t h i s d i s c u s s i o n t h e r e p r e s e n t a t i v e s o f t h e F e d -
e r a l r e s e r v e b a n k s , w i t h t h e G o v e r n o r o f t h e F e d e r a l R e s e r v e B o a r d , w e r e 
a p p o i n t e d a c o m m i t t e e t o p r e p a r e a f u r t h e r r e v i s i o n o f t h e p l a n a c c e p t a b l e 
t o t h e m . T h i s r e v i s i o n w a s t h e n t h o r o u g h l y d i s c u s s e d b y t h e B o a r d a n d t h e 
r e p r e s e n t a t i v e s o f t h e F e d e r a l r e s e r v e b a n k s , w i t h t h e r e s u l t t h a t some 
f u r t h e r c h a n g e s w e r e m a d e . 

T h e r e v i s e d p r o c e d u r e i n i t s f i n a l f o r m , c o p y o f w h i c h i s a t -
t a c h e d , w a s u n a n i m o u s l y a g r e e d t o b y t h e r e p r e s e n t a t i v e s o f t h e F e d e r a l 
r e s e r v e b a n k s . I t h a s s i n c e b e e n c o n s i d e r e d b y t h e F e d e r a l R e s e r v e B o a r d 
a n d w a s a d o p t e d b y t h e B o a r d w i t h o u t c h a n g e , t o b e c o m e e f f e c t i v e w h e n r a t -
i f i e d b y t h e b o a r d s o f d i r e c t o r s o f t h e t w e l v e F e d e r a l r e s e r v e b a n k s . 
P l e a s e , t h e r e f o r e , s u b m i t t h e m a t t e r t o t h e B o a r d o f D i r e c t o r s o f y o u r 
b a n k a t i t s n e x t m e e t i n g a n d a d v i s e t h e B o a r d w h e t h e r y o u r d i r e c t o r s a c -
c e p t p a r t i c i p a t i o n i n t h e Open M a r k e t P o l i c y C o n f e r e n c e u n d e r t h e p l a n a s 
r e v i s e d . 

I n t h e B o a r d ' s l e t t e r o f J a n u a r y 2 3 , 1 9 3 0 , i t w a s p o i n t e d o u t 
t h a t c e r t a i n w o r k i n g a r r a n g e m e n t s w h i c h m i g h t b e n e c e s s a r y w o u l d b e s t b e 
d e t e r m i n e d b y t h e c o n f e r e n c e i t s e l f when o r g a n i z e d . I n t h i s c o n n e c t i o n , 
t h e r e p r e s e n t a t i v e s o f t h e F e d e r a l r e s e r v e b a n k s a t t h e m e e t i n g o n M a r c h 
2 4 t h a n d 2 5 t h v o t e d i t t o b e t h e s e n s e o f t h o s e p r e s e n t a t t h e m e e t i n g 
t h a t t h e r e p r e s e n t a t i v e o f t h e F e d e r a l R e s e r v e B a n k o f New Y o r k o n t h e 
O p e n M a r k e t P o l i c y C o n f e r e n c e s h o u l d b e e l e c t e d c h a i r m a n f o r o m e e e a r : 
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t h a t t h e E x e c u t i v e C o m m i t t e e , p r o v i d e d f o r ii% t h e p r o c e d u r e , s h o u l d c o n -
s i s t o f t h e c h a i r m a n a n d t h e r e p r e s e n t a t i v e s o f t h e F e d e r a l R e s e r v e B a n k s 
o f B o s t o n , C l e v e l a n d , P h i l a d e l p h i a a n d C h i c a g o f o r o n e y e a r ; a n d t h a t t h e 
c o n f e r e n c e a d o p t a p r i n c i p l e o f r e a s o n a b l e r o t a t i o n i n t h e m e m b e r s h i p o f 
t h e E x e c u t i v e C o m m i t t e e a f t e r t h e f i r s t y e a r . 

B y o r d e r o f t h e F e d e r a l R e s e r v e B o a r d , 

V e r y t r u l y y o u r s , 

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

TO THE CHAIRMEN OF ALL FEDERAL RESERVE BANKS. 

( E n c l o s u r e ) 
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8 8 9 

(Draft of open market procedure as revised at the meeting of the 
Federal Reserve Board with representatives of the 

Federal reserve "banks on March 25, 1930, 
and adopted by the Federal He-

serve Board.) 

"(1) The Open Market Investment Committee, as at present constituted, i s 
hereby discontinued and a new committee, voluntary in character, to be 
known as the Open Market Policy Conference, i s set up in i t s place. 

(2) The Open Market Policy Conference shall consist of a representative 
from each Federal Reserve Bank, designated by the Board of Directors of 
the bank. 

(3) The Conference shall meet with the Federal Reserve Board upon the 
cal l of the Governor of the Federal Reserve Board or the Chairman of the 
Executive Committee, after consultation with the Governor of the Federal 
Reserve Board. 

(4) 1 The function of the Open Market Policy Conference shall be to 
consider, develop and recommend pol ic ies and plans with regard to open 
market operations. 

(5) The time, character and volume of purchases and sales shall be 
governed with the view of accommodating commerce and business and with 
regard to their bearing upon the credit situation. 

(6) The conclusions and/or recommendations of the Open Market Policy 
Conference, when approved by the Federal Reserve Board, shall be submitted 
to each Federal reserve bank for determination as to whether i t wil l par-
ticipate in any purchases or sales recommended; any Federal reserve bank 
dissenting from the proposed policy shall be expected to acquaint the 
Federal Reserve Board and the Chairman of the Executive Committee with the 
reasons for i t s dissent. 

(7) An Executive Committee of f ive shall be selected from and by the 
members of the Conference for a term of one year, with f u l l power to act 
in the execution of the pol ic ies adopted by the Open Market Policy 
Conference and approved by the Federal Reserve Board, and to hold meetings 
with the Board as frequently as may be desirable. 

(8) Each Federal Reserve Bank participating in the Open Market Policy 
Conference shall be considered as waiving none of i t s rights under the 
Federal Reserve Act; each Federal Reserve Bank shall have the right at i t s 
option to ret ire as a member of the Open Market Policy Conference, but each 
bank while a member of the Conference shall respect i t s Conference obliga-
tions." 
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STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve Notes, Series 1928. 

Month of March, 1930. 

£10 I E $50 $100 #500 $1000 #5000 |l000( 

Boston 120,000 150,000 — mm mm mm mm mm « 

New York 220,000 150,000 120,000 i 86,000 28,000 — - -

Philadelphia 80,000 50,000 45,000 - 300 100 . - -

Cleveland 100,000 40,000 50,000 ; 25,000 22,000 - - -

Richmond 75,000 - 30,000 13,000 - - -

Atlanta 40,000 20,000 15,000 5,000 20,000 • - - * -

Chicago 667,000 338,000 160,000 , 20,000 42,000 - 70 -

St. Louis 26,000 20,000 16,000 12,000 3,000 - -

Minneapolis 25,000 15,000 18,000 1,000 2,000 - — • 

Kansas City 80,000 - - 7,000 5,000 100 100 -

Dallas 40,000 30,000 20,000 — — 200 200 20 20 
San Francisco 60,000 60,000 36,000 11,000 17,000 - - - -

Totals, 1, 533,000 873,000 465,000 212,000 152,000 600 400 90 20 

Total 
sheets Amount 

270,000 $24,165.00 
604,000 54,058.00 

Philadelphia . . 175,400 15,698.30 
Cleveland . . . 237,000 21,211.50 

118,000 10,561.00 
100,000 8,950.00 

Chicago . . . . 1,227,070 109,822,77 
St. Louis. . . . 77,000 6,891.50 

61,000 5,459.50 
Kansas City* • • 92,200 8,251.90 
Dallas . . . . 90,440 8,094.38 

184,000 16,468.00 
Totals 9 * • • 3,236,110 $289,631.85 

3,236,110 1 sheets i @ $89.50 per M, . . . $289,631.85 

Credit appropriations, 1930, as fol lows: 
Comp. of Emp., B.E.& P. $152,744.39 
Plate Printing, B.E. & P. 65,951.92 
Mtls.Ss IvO.se.Exp.B.E.& P. 70,935.54 

Bureau of Engraving and Printing, 
0. R. Long, Assistant Director. 
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F E D E R A L R E S E R V E B O A R D 

S T A T Z S U T F O R T H E P R E S S 

F o r i m m e d i a t e r e l e a s e . A p r i l 7 , 1 9 3 0 . 

S t a t e m e n t o f R . A . Y o u n g , G o v e r n o r o f t h e F e d e r a l R e s e r v e B o a r d . 

G o v e r n o r H a r d i n g w a s h e a d o f t h e F e d e r a l R e s e r v e S y s t e m 

d u r i n g t h e d i f f i c u l t f o r m a t i v e a n d w a r p e r i o d s , a n d h i s h a r d 

w o r k , c o n s t r u c t i v e t h o u g h t a n d p e r s e v e r a n c e c o n t r i b u t e d g r e a t l y 

t o i t s p r e s e n t s u c c e s s f u l o p e r a t i o n . 

S i n c e I h a v e b e e n a m e m b e r o f t h e F e d e r a l R e s e r v e B o a r d I 

h a v e f r e q u e n t l y s o u g h t t h e b e n e f i t o f h i s e x p e r i e n c e a n d c o u n s e l , 

m u c h t o m y a d v a n t a g e a n d p r b f i t . 

G o v e r n o r H a r d i n g w a s a c o n s c i e n t i o u s p u b l i c s e r v a n t i n e v e r y 

w a y a n d t h o s e o f u s t h a t w e r e c l o s e l y a s s o c i a t e d w i t h h i m h a d t h e 

g r e a t e s t r e s p e c t f o r h i s a b i l i t y a n d c o u r a g e . 

U e a r e a l l g r i e v e d b e c a u s e o f h i s d e a t h * a n d f e e l t h a t t h e 

S y s t e m h a s l o s t a v a l u a b l e m e m b e r . 

X - 6 5 6 2 
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F S D S R A L R 2 S E R V 2 B O A R D 

S T A T S 3 1 J T FOR T E 3 P 3 2 S S 

f o r r e l e a s e a t £ V* $1. A p r i l 7 , 1 9 3 0 . 

T h e F e d e r a l R e s e r v e B o a r d a n n o u n c e s t h a t t h e F e d e r a l R e s e r v e 

B a n k o f D a l l a s h a s e s t a b l i s h e d a r e d i s c o u n t r a t e o f 4 $ o n a l l 

c l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f f e c t i v e A p r i l 8 , 1 9 3 0 . 
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n D U A L E E S 3 E V E B O A E D 

S T A T S L ^ M 1 F O E THE P E E S S 

F o r i m m e d i a t e r e l e a s e ; A p r i l 1 0 , 1 9 3 0 . 

T h e F e d e r a l E e s e r v e B o a r d a n n o u n c e s t h a t t h e F e d e r a l 

B e s e r v e B a n k o f E i c h m o n d h a s e s t a b l i s h e d a r e d i s c o u n t r a t e 

o f 4 $ o n a l l c l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f f e c t i v e 

A p r i l 1 1 , 1 9 3 0 ; 
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F E D E R A L R E S E R V E B O A R D 

S T A T E M E N T F O R T H E P R E S S 

F o r r e l e a s e a t 3 P.M . A p r i l 1 1 * 1 9 3 0 . 

T h e Federal R e s e r v e Board a n n o U h c e s t h a t t h e F e d e r a l 

R e s e r v e B a n k i f f S t * t o u i s h a s e s t a b l i s h e d a r e d i s c o u n t r a t e 

o f 4 $ o n a l l c l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f f e c t i v e 

A p r i l 1 2 , 1 9 3 0 . 
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F 3 D E R A L R ti S E R V E B O A R D 

S T A T 3 L 3 N T F O R T H E P R E S S 

F o f r e l e a s e a t 3 : 0 0 P . M . A p r i l 1 1 , 1 9 3 0 . 

T h e F e d e r a l ' R e s e r v e B o a r d a n n o u n c e s t h a t t h e F e d e r a l R e -

s e r v e B a n k o f A t l a n t a h a s e s t a b l i s h e d a r e d i s c o u n t r a t e o f 

4 $ o n a l l c l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f f e c t i v e 

A p r i l 1 2 , 1 9 3 0 . 
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F ! D 3 R A I. R E S E R V E B O A R D 

STATEMENT FOR THE P R E S S 

F o r r e l e a s e a t 4 : 0 0 p . m . A p r i l 1 4 , 1 9 3 0 . 

T h e F e d e r a l R e s e r v e B o a r d a n n o u n c e s t h a t t h e F e d -

e r a l R e s e r v e B a n k o f M i n n e a p o l i s h a s e s t a b l i s h e d a r e d i s c o u n t 

r a t e o f 4 $ o n a l l d l a s s e s o f p a p e r o f a l l m a t u r i t i e s , e f f e c -

t i v e A p r i l 1 5 , 1 9 3 0 . 
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C 0 P Y X-6570 

Apr. 15, 1950 
3 9 7 

Federal Reserve Board . Status of legislation 
recommended "by the Board* 

Mr. Wyatt-General Counsel. 

I respectfully submit the following report as to the status at the 
close of "business on April 14th of certain legislation which the Federal 
Reserve Board has recommended to Congress: 

1. Ap t.p Section 9 of the Federal Reserve Act to permit 
Stat* to establish foreign branches. - S. 2605 passed the Senate 
without amendment on April 14th; and I am informed that there wil l be no 
opposition in the House Committee on Banking and Currency, which takes 
the position that i t i s merely intended to correct a mistake made by the 
Senate in revising the branch bank provisions of the McFadden B i l l . It 
might be advisable, however, to s a i l the matter again to the attention of 
Mr. IttFadden. 

2. An amendment to Sections 6 and 9 of the Federal Reserve Act 
permitting cancellation of Federal reserve bank stock held by member bahBmr 
which have gone out of business without a receiver or liquidating agent 
having been appointed therefor. - H.R. 6604, which i s the b i l l submitted 
by the Board rrith sl ight amendments, passed the House on February 19th; 
and S. 2666, which i s a b i l l exactly as recommended by the Board, passed 

"the Senate on April 1st. It will be necessary either for the House to 
adopt the Senate Bi l l or have the Senate adopt the House Bi l l before this 
proposed amendment becomes law; and on April 3rd Mr. Piatt wrote a letter 
to Mr. McFadden suggesting that the House adopt the Senate Bi l l in order 
to expedite final action. He had previously written a let ter to Senator 
Norbeck suggesting that the House Bi l l be substituted for the Senate Bil l 
in order to expedite final action. Mr. Thompson advises me that he i s 
informed that the |enate wil l withdraw i t s b i l l and adopt the House Bi l l 
instead. ? 

3. An amendment making i t discretionary with the Federal Re-
serve Board to assess the costs Qf examining State member hanlra against 
the bank examined. - S. 485, the Senate Bi l l for this purpose, passed 
the Senate on April 14th and will be referred to the Banking and Currency 
Committee of the House within the next day or two. A similar b i l l passed 
the Senate during the last session, however, and was never reported out 
by the' Banking and Currency Committee of the House of Representatives. I 
have taken the matter up informally with Mr. Piatt and I understand that 
he frill take the matter up with the House Banking and Currency Committee 
to see i f this b i l l can be reported out in time to be voted upon at this 
session of Congress, 

4, An amendment to Section 9 of the Ifodoral Reserve Act authorizing 
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the Federal Reserve Board to waive the six months notice of intended 
withdrawal of a State member bank from the Federal Reserve System. - H.R. 
8877 passed the House on April 3rd and passed the Senate on April 14th. 
I t should "be ready for the President's signature within the next two or 
three days. 

5. An amendment to Section 4 of the Federal Reserve Act. 
to permit an off icer, director or employee of a mutual savings bank 
to serve as 6 Class B director of a Federal Reserve Bank. - S. 4079 
passed the Senate on April 14th and will be referred to the House Bank-
ing and Currency Committee within the next day or two. 

6. An amendment exempting Federal reserve banks from attach-
ment or garnishment •pror.aftflfttffs before final judgment i» any case or 
•proceeding. - B i l l s for this purpose (H.R. 10035 and S. 3626) have 
been introduced but neither b i l l has been reported out. 

7. An amendment to the .judicial code restoring to the United 
States District Courts .jurisdiction ojf suits by and against Federal 
reserve banks. - This amendment was recommended in the Board's Annual 
Reports for the years 1927 and 1928 and is again being recommended in 
the Annual Report for 1929, but the Board has never addressed letters 
on this subject to the Chairmen of any of the Committees of Congress* 
I mentioned the matter informally in a social conversation with 
Honorable Hatton T. Summers, ranking Democrat of the House Judiciary 
Committee, and he told me that he thought the b i l l would receive favor-
able action i f I t were introduced. 

8. An amendment to Section 13 of the Federal Reserve Act 
increasing from 15 to 90 days the mm-riaim maturity of advances made by 
Federal reserve banks to member banks on their promissory notes secured 
by -paper Eligible for rediscount by Federal reserve banks and making de-
bentures df Federal intermediate credit bariVa el igible as collateral 
security 4o 15-da.v notes. - S. 4139, introduced by Senator Baird on 
April 10, ^.930, and not yet reported out. Wo corresponding b i l l intro-
duced in tbe House at this session. 

9. ftill to amend Section 4 so as to clarify meaning of phrase 
"electors voting" in provision re elections of Federal reserve bank directors.— 
Bi l l s for this purpose (H.R. 10249 and S. 4096) have been introduced in 
both houses of Congress but neither b i l l has yet been reported out. 

10. An amendment to the fourth paragraph of Section 13 of the 
Federal Reserve Act making the limitations prescribed by that paragraph 

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



X-S570 3 
—> 3 

conform to Section 5200 of the Revised Statutes as amended, "by the 
McFaddon Act. - H.R. 9046 has passed both Houses of Congress and "/as 
signed "by the President on April 12. I t i s now law and i s known as 
Public Act Ho. 120. 

11. An amendment to Section 22(a) of the Federal Reserve 
Act mflVing i t .c lear that the prohibition against examiners accepting 
inana and gratuities from member banks applies to Stato examiners. -
S. 3541 passed Senate April 14 and will be referred to House Banking 
and Currency dommitteo within nejet day or two. A similar b i l l , H.R. 
10070, has beeii introduced in House, but not yet reported out. 

12. An amendment to rna-Ve the robbery or burglary of a menw 
ber bank a Federal offense punishable through the Federal courts. -
Bi l l s for this purpose (H.R. 10067 and S. 4080) have been introduced 
in both Houses, but neither b i l l has been reported out. 

13. Bi l l authorizing voluntary surrender of trust powers 
by national banks. - S. 3627 passed Senate April 14 and will be re-
ferred to House Banking and Currency Committee within next day or two. 
A similar b i l l , H. R. 10036, was introduced in House February 18, but 
has not yet been reported out. 

14. Resolution authorizing construction of building for 
Pittsburgh branch. - H.J. Res. 227, signed by President, April 12. 

CONCLUSION 

For the sake of brevity this memorandum omits a l l detailed 
information as to the character of these b i l l s . That information, how-
ever, wil l be gladly supplied by this off ice to any member of the Board 
desiring i t . This off ice will also be glad to draft any further letters 
or take any other steps which the Board desires to have taken with 
respect to these b i l l s or any other b i l l s . 

Respectfully, 

(Signed) Walter Wyatt, 
General Counsel. 

WW:vdb 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

1-6571 

April 16, 1930. 

SUBJECT: Holidays daring May, 1930. 

Dear Sir: 

The Federal reserve "banks and branches l i s ted below 
wil l be closed on account of holidays on the dates specified, 
and therefore will not participate in either the Gold 
Settlement Fund or the Federal reserve note clearing; 

Saturday 

Friday 

Tuesday 

Tuesday 

May 10 

May 16 

May 20 

May 20 

Charlotte 

Portland 

Charlotte 

Havana Agency 

Confederate 
Memorial Day 

Primary 
Election Day 

Mecklenburg 
Independence Day 

Cuban Independ-
ence Day 

On Friday, May 30th, Memorial Day, there will be neither 
Gold Settlement Fund nor Federal reserve note clearing and the 
books of the Board will be closed. The off ices of the Board 
and a l l Federal reserve banks and branches, with the exception 
of the following, will be closed on that day: Charlotte, 
Atlanta, Hew Orleans, Birmingham, Little Hock and Havana 
Agency. 

Credits of May 10th and 20th for Charlotte Branch and of 
May 16th for Portland may be included with those of the follow-
ing business d#ys in the Gold Fund clearing. 

Please notify branches. 

Very truly yours, 

J. C. Noell, 
Assistant Secretary, 

TO GOVERNORS OF ALL F. R. BANKS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6572 

April 16, 1930. 

SUBJECT: Changes In Inter-district Time Schedule. 

Dear Sir: 

Upon agreement between the Federal reserve 
banks involved, the Federal Reserve Board has approved 
the following changes in the inter-district time sched-
ule: 

From Helen#, to St. Louis From 4 days to 3 days. 
From Helena to Los Angeles From 4 days to 3 days. 

Very truly yours, 

J. C. IToell, 
Assistant Secretary. 

TO G0VSMQBS OF ALL F. R. BAiiKS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X - 6 5 7 4 

April 18i 1930. 

SUBJECTS Daylight Saving Schedule, 1930. 

Dear Sir: 

Beginning Monday, April 28th, and ending Saturday, 
September 27th, the following Federal Reserve Banks 
and branches wil l operate under daylight saving schedule: 

Boston Philadelphia Chicago 

Hew York Pittsburgh 
Buffalo 

Baltimore 

The Federal Reserve Branch Banks l i s ted below will 
observe special banking hours: 

Helena Branch from May 1st to August 30th, inclusive, 
9:30 a.m. to 2:00 p.m., except Saturday, when the hours 
wi l l be 9:00 a.m. to 12:00 noon, mountain time. 

Salt Lake City Branch from May 1st to September 30th, 
inclusive, 9:00 a.m. to 2:00 p.m., except Saturday, when 
banking hours wil l be 9:00 a.m. to 12:00 noon, mountain 
time. 

Please notify branches. 

Very truly yours, 

J. C. Hoell, 
Assistant Secretary. 

TO GOVERNORS OF ALL F. R. BANKS* 
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405 
FEDERAL RESERVE BOARD 

WASHINGTON 
X-6576 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

April 19, 1930. 

Dear Sir-

Money market" and related developments since the 
last meeting of the Open Market Policy Conference March 
24-25 have teen such as to lead to some thought here, as 
elsewhere, that the relation of the Federal Reserve System 
to current trends should be reviewed with a view of deter-
mining whether the System's position should he readjusted;-
and, more particularly, whether the System portfolio of 
Governments should be maintained at ltd existing level. 

With these considerations in mind, I am waiting 
to ask whether you think a meeting in the near future is 
desirable, and whether i t would be convenient for you to 
attend, if the meeting were called for Monday, May 5th. 
It i s realized that not a l l meiribers of the Conference 
may find i t convenient to attend, especially those living 
at a distance;. and the fact that two meetings of the Con-
ference have already been held this year is not overlooked 
by the Board. -

A writteh statement df views would be appre-
ciated by the Board ftfom any bank not participating in 
the meeting of the Conference, should i t be called. 

Very truly yours, 

B, A. Young, 
Governor. 

TO A L L GO V I S I T O R S . 
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FEDERAL RESERVE B O A R D 4 . 0 4 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X - 6 5 7 9 

A p r i l 26, 193O. 

SUBJECT: Expense, Main Line, l eased Wire System, 
March, 1930. 

Dear Sir: 

Enclosed, herewith you w i l l f ind two mimeo-
graph statements > X-6579~a ahd X-6579-i/b> covering in 
d e t a i l operations of the mala l i n e , teased Wire Sys-
tem, during the month of March, 1930* 

Please credit the amount payable "by your 
bank in the general account, Treasurer, U. S . , on 
your books, and i ssue C/h Form 1, nat ional Banks, for 
account of "Salaries and Expenses, Federal Reserve 
Boardr Special Fund", Leased Wire System, sending 
duplicate C/D to the Federal Reserve Board. 

Very truly yours, 

F i sca l Agent. 

t 

Enclosures. 

TO GOVERNORS OF ALL F. Rk BANKS EXCEPT CHICAGO. 
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x-6579-a 

REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF MARCH, 1930. 

Business Words sent by Net Federal Percent of total 
reported New York charge- Reserve bank business(*) 

"by able to other Bank 
From banks F, R. Banks ( l ) business 

Boston 30,422 2,207 32,629 3 .28 
New York . 165,121 - 165,121 16.58 
Philadelphia 35,163 2,334 37,497 3.77 
Cleveland 87,034 3,073 90,107 9.05 
Richmond 57,961 2,932 60,893 6.12 
Atlanta 65,435 6,710 72,145 7.25 
Chicago 119,222 3,425 122,647 12.32 
St. Louis 83,374 3,149 86,523 8.69 
Minneapolis 35,172 3,210 38,382 3-85 
Kansas City 84,539 3,024 87,563 8.79 
Dallas 70,111 9,953 80,064 8 .04 
San Francisco 117,405 4,660 122,065 12.26 

Total 950,957 44,677 995,634 100.00 

F. R. Board "business 275>572 1,269.206 

Treasury Department business - Incoming and Outgoing . . 302,895 

Total words transmitted over main l ines - . . < 1,572,099 

(.*) 

CD 

These percentages used in calculat ing the pro rata share of leased wire expense 
on the accompanying statement (X-6579-^) 

as shown 

Number of words sent by New York to other F. R. Banks for their sole benefit charged to 
banks indicated in accordance with action taken at Governors' Conference 

November 2 - 4 , 1925. 
Cn 
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x-6579-t 

REPORT OF EXPENSE MAIN LINE 
FEDERAL RESERVE LEASH) WIRE SYSTEM, MARCH, 1930, 

Name of "bank 
Operators1 

Salaries 
Operators1 

Overtime 
Wire 

Rental 
Total 

Exnenses 

Pro Rata 
Share of 
Total 
Expenses Credits 

Payable to 
Federal 
Reserve 
Board 

Boston 
New York 
"Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 
Federal Reserve 

$ 260.00 
1,037-46 

225.00 
306.66 
190.00 
270.00 

4,053.35 
195.00 
200.00 
257.50 
251.00 
380.00 

Board * 

$ 

(#) 
2.00 

$ - $ 260.00 $ 623.49 
1,037-46 3,151.68 

225.00 716.64 
306.66 1,720.31 

230.00(a) 420.00 1,163.35 
270.00 1,378.15 

4 ,053.35 2,341.90 
197.00 1,651.87 
200.00 731-84 
287.50 1,670.88 
251.OO 1,528.32 
380.00 2,330.49 

15,657.39 15,657.39 

260.00$ 
1,037-46 

225.00 
306.66 
420.00 
270.00 

4,053.35 
197.00 
200.00 
287.50 
251.00 

. 380.00 

363.49 
2,114.22 

491.64 
1,413.65 

743.35 
1,108.15 
1,711.45 (*) 
1,454.87 

531-84 
1,383.38 
1,277.32 
1,950.49 

Total $7,655-97 $ 2 . 0 0 $ 1 5 , 8 8 7 . 3 9 $23,545.36 $19,008.92 
' 4 .536.44(a)-

$19,008.92 

$7,887.97 $12,832.40 
1,711.45 (b) 

$11,120.95 

(&) Main line rental, Richmond-Washington. 
(#) Includes salaries of Washii^ton operators. 
(*) Credit. 
(a) Received $4,536.44 from Treasury Department covering 
(b) Amount reimbursable to Chicago. 

business for the month of March, 1930. ^ 
O 
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FEDERAL RESERVE BOARD 4 0 7 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6580 

April 30, 1930. 

SUBJECT: Coiumlttee on Group, Chain and Branch Banking. 

Dear Sir: 

Reference i s made to the Board's telegram of * 
Apri l 24th, adv is ing that "because of the c lo se r e l a t i o n -
ship of i t s committee on group, chain, and branch hank-
i n g to the hanks' committee on member hank r e s e r v e s , the 
Federal Reserve Board had voted , subject to the approval 
of the Federal reserve hanks, to change the former from 
a Board to a hank committee. 

Replies have.now "been received from a l l of the 
reserve banks approving the change, and, accordingly, the 
Board has now voted to make the transfer effective May 1, 
1930. It i s understood that the status of the committee 
wil l be the same as that of the bank committee on member 
bank reserves> and that i t s expenses vdll be borne pro 
rata by the Federal reserve banks under an arrangement 
similar to that determined on for the committee on reserves. 

Very truly yours, 

R. A. Young, 
Governor. 

TO Governors of a l l i . R. Banks except Hew York, 
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FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6582 

April 30, 1930. 

SUBJECT: Uniform Plan of Designation of Officers to Vote in 
Elections of Class A and Class B Directory. 

D e a r S i r : 

The Conference of Federal Reserve Agents in December, 
1929, adopted, subject to the approval of the Federal Reserve 
Board, a uniform plan of designation "by member "banks of off icers 
to vote in elections of Class A and Class B directors of Federal 
reserve banks, under which several officers of the bank would "be 
designated by t i t l e only and not by name. The resolution as a-
dopted by the Conference of Federal Reserve Agents i s as follows: 

"Whereas, i t has been brought to the attention of the 
Federal Reserve Agents at their present conference that that part 
of Section 4 of the Federal Reserve Act which provides for the 
designation of an officer to cast the ballot of a member bank in 
the elections of Class A and Class B directors has not been uni-
formly construed and interpreted by the various Ffedefal Reserve 
Agents in their respective districts, and 

"Whereas, in many instances the designation i s made by 
name, and not by t i t l e , lodging the authority in a single officer 
of a member "bank, in the event Of whose promotion; abdende, i l l -
ness, death or resignation from off ice there is no one authorized 
to cast the ballot, until another designation i s made by resolu-
tion of the board of directors or change in the by-laws, and 

"Whereas, if a designation should "be made by t i t l e for 
the casting of such ballot, i t would obviate a l l uncertainty and 
such designation would remain continuous until revoked "by action 
of the board of directors, 

"Now, therefore, be i t resolved, that this conference 
adopt, confirm and ratify, subject to the approval of the Federal 
Reserve Board, a uniform plan of designation, the same to be a-
dopted by each member bank in the System by a resolution of i t s 
board of directors or by an amendment to i t s "by-laws, which shall 
authorize the chairman of i t s "board, i t s president, or any one of 
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X-6582 

- 2 -

i t s v i c e p r e s i d e n t s o r i t s c a s h i e r , t o c a s t t h e v o t e o f t h e 
m e m b e r h a n k i n t h e e l e c t i o n s o f C l a s s A a n d C l a s s B d i r e c t o r s . 

"Be i t f u r t h e r reso lved , tha t a uniform r e s o l u t i o n 
he p repared by a committee duly appointed f o r t h a t purpose hy 
the Chairman of the Agents ' Conference, a t the e a r l i e s t date, 
and t h a t a copy of such r e s o l u t i o n he given to each Federal Re-
serve Agent to send to each member hank i n h i s d i s t r i c t f o r 
adopt ion by i t s board of d i r e c t o r s a t the annual meeting of 
such bank, i n order tha t a complete f i l e may be made up by the 
Agent i n h i s o f f i c e as and when same i s adopted by the member 
bank," 

409 

The p r o p o s e d u n i f o r m p l a n o f d e s i g n a t i o n o f v o t i n g 
o f f i c e r s w a s t h e s u b j e c t o f comment i n t h e B o a r d ' s l e t t e r o f 
F e b r u a r y 1 2 , 1 9 3 0 ( X - 6 5 0 7 ) a n d t h e v i e w s o f t h e F e d e r a l r e s e r v e 
a g e n t s o n t h e q u e s t i o n s r a i s e d w e r e r e q u e s t e d . 

A f t e r a c a r e f u l c o n s i d e r a t i o n o f t h e p r o p o s e d p l a n 
i n t h e l i g h t o f t h e o p i n i o n s e x p r e s s e d b y t h e F e d e r a l r e s e r v e 
a g e n t s i n r e p l y t o t h e B o a r d ' s l e t t e r o f F e b r u a r y 1 2 t h , t h e 
F e d e r a l R e s e r v e B o a r d h a s v o t e d t o a p p r o v e t h e u n i f o r m p l a n o f 
d e s i g n a t i o n o f o f f i c e r s t o v o t e i n e l e c t i o n s o f C l a s s A a n d 
C l a s s B d i r e c t o r s , a s p r o p o s e d b y t h e F e d e r a l r e s e r v e a g e n t s i n 
t h e i r r e s o l u t i o n s e t o u t a b o v e . T h e r e i s e n c l o s e d h e r e w i t h a 
s u g g e s t e d f o r m f o r t h e d e s i g n a t i o n o f o f f i c e r s b y member b a n k s 
f o r v o t i n g p u r p o s e s i n a c c o r d a n c e w i t h t h i s p l a n . The s u g g e s t e d 

• f o r m p r o v i d e s f o r t h e a u t h o r i z a t i o n o f t h e c h a i r m a n o f t h e b o a r d 
o f d i r e c t o r s , p r e s i d e n t , v i c e p r e s i d e n t , o r c a s h i e r o f t h e member 
b a n k a n d a l s o f o r t h e a u t h o r i z a t i o n o f some o t h e r o f f i c e r i f d e -
s i r e d . S p a c e s a r e p r o v i d e d f o r t h e i n s e r t i o n o f t h e s i g n a t u r e s 
o f s u c h o f f i c e r s a s a r e d e s i g n a t e d . I n t h e e v e n t t h a t i t i s 
f o u n d n e c e s s a r y t o snake a n y m a t e r i a l c h a n g e s i n t h e f o r m e n c l o s e d 
h e r e w i t h , p l e a s e f u r n i s h t h e B o a r d w i t h a c o p y o f t h e f o r m 
f i n a l l y a d o p t e d . . 

By O r d e r o f t h e F e d e r a l R e s e r v e B o a r d . 

V e r y t r u l y y o u r s , 

E . M. M c C l e l l a n d , 
A s s i s t a n t S e c r e t a r y . 

E n c l o s u r e , 

TO ALL FEDERAL RESERVE AGENTS, 
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X-6582-a 

DESIGNATION OF OFFICER AUTHORIZED TO CAST VOTE OF MEMBER BAH. 

FEDERAL RESERVE BAH OF 

District Ho. Group No. 

At a meeting of the board. Of directors of the 
(Name and loca-

duly called and held on the day of 
tion of hank) 

193_, on motion duly made and seconded, i t was 

"RESOLVED, That the Chairman of the "board of directors, president, 

vice president, or cashier of this hank, or 
( i f designation ofsome officer 
not included in those mentioned 

of this bank, be and any one of them is hereby auth-
is desired, insert 
his t i t l e here) 

orized, empowered and directed to cast the vote of this bank for Class A 

and Class B directors of the Federal Reserve Bank of 

in accordance with the provisions of Section 4 of the Federal Reserve Act, 

as amended. 

"RESOLVED FURTHER, That the authority hereby granted shall continue 

in force until revoked by the directors of this bank and that such authority 

heretofore conferred on any off icer of this bank i s hereby revoked." 

Signatures of off icers authorized to cast vote of bank 

I hereby cert ify that the foregoing is a true and correct copy of 

a resolution of the board of directors of this bank, duly adopted on 

the date specified, I further certify that the foregoing signatures 

are the signatures of the individuals who on this date are the officers 
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of this bank designated, in the above resolution, under the authority 

of which any one of such officers may cast the vote of this bank. 

Dated the day of , 193 . 

(To be signed by officer other than any 
officer authorized to cast vote of bank) 

(Title) 

(AFFIX SEAL) 

TO CHAIRMAN OF THE BOARD, 

FEDERAL RESERVE BANK OF 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT IDR THE PRESS 

For release at 2:30 P. M. May 1, 1930 

The Federal Reserve Board announces that the Federal Reserve 

Bank of Hew York has established a rediscount rate of 3 per cent on al l 

classes of paper of a l l maturities, effective May 2, 1930. 
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f. FEDERAL RESERVE BOARD 
/ 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
\ THE FEDERAL RESERVE BOARD X""»6584 

I May 6, 1930. 

Dear Sir: 

There are enclosed herewith for your information 
copies of the following recent amendments to the Federal Re-
serve Act: 

Act of April 12, 1930, amending the fourth paragraph 
of section 13 of the Federal Reserve Act so as to make the 
limitations upon the rediscount of the paper of one borrower 
conform more closely to the limitations on loans by national 
banks to one borrower as provided in section 5200 of the Re-
vised Statutes; 

Act of April 17, 1930, amending section 9 of the 
Federal Reserve Act so as to authorize the Federal Reserve 
Board to waive the six months' notice required of State mem-
ber banks withdrawing from the Federal Reserve System; 

Act of April 23, 1930, amending sections 6 and 9 
of the Federal Reserve Act and designed to faci l i tate the can-
cellation of Federal reserve bank stock in those cases where 
member banks have discontinued their banking operations without 
a receiver or liquidating agent having been appointed therefor. 

Very truly yours, 

£. M. McClelland, 
Assistant Secretary, 

Enclosures 

TO All GOVERNORS ASS 
FEDERAL RESERVE AGEFTS 
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For release - Morning papers 
May 8, 1930. 

Address by R. A. Young 

Governor, Federal Reserve Board 

Before the Executive Council, 

American Bankers' Association 

Old Point Comfort, Virginia 

May 7, 1930. 
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The selection of a topic for a talk before this body was somewhat per-

plexing, but after I arrived at Old Point Comfort and renewed acquaintenance-

ship with so many of my old friends a topic seemed to suggest i t s e l f . 

I am speaking tonight before those who properly may be regarded as the 

key-bankers of America. When I speak of key-bankers, my mind reaches some-

what beyond the traditional money making banker - to the banker who, while 

keeping his own house in order, has been compelled, because of the actions 

of his neighbor - his customers - his correspondent - or the unusual conditions 

that, at intervals develop in banking, commerce, agriculture, and other 

industries, to forget, on occasions, the question of immediate profits to 

use his resources and efforts towards adjusting situations that have not been 

of his making. Realizing how many of this type are in this audience, and 

knowing that I can speak to you with frankness and without feeling that you 

will carry away the impression that I am lecturing or sermonizing, I shall 

pass on to you some observations that are suggested by my experiences in the 

Reserve System. 
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Events of last autumn are s t i l l close enough to be fresh in our minds 

and yet they are now distant enough to make i t possible to appraise them and 

to draw lessons from them for our future guidance. During the market break 

and the disorganized conditions that prevailed in the last week of October 

and the f i r s t half of November, the great commercial banks and the Federal 

reserve system acted in a manner of which we have just cause to be proud. 

An unprecedented drop in security prices and a gigantic withdrawal of funds 

from the market by out-of-town and nonbanking lenders occurred, and the member 

banks stepped in courageously and promptly to take over the burden occasioned 

by these withdrawals, while the Federal reserve system stood by the banks, 

both by discounting paper freely and by placing large sums in the market 

through the purchase of securities. A panic and a collapse of our credit 

machinery was averted. 

Not only did our banking system rise to the occasion when panic threatened, 

but the key member banks showed foresight in preparing for this possible 

development by putting their house in order many months in advance through 

using their influence to curb the growth in the volume of credit used in the 

security market. Brokers' loans and total security loans of New York City 

banks in the middle of last October were actually smaller than a year earlier, 

and their ability to take care of the situation was in no small measure due 

to the fact that they had refrained from participation in the enormous growth 

of security loans that occurred in 1928 and 1929, notwithstanding the at-

tractiveness of the returns and the essential safety of the loans. The Federal 

reserve system, for i t s part, pursued for two years a policy of firm money, 

expressed in higher rates, in sales in the open market, and in exerting i t s 

influence against improper uses of Federal reserve f a c i l i t i e s . 
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We can, therefore, congratulate ourselves on at least a part of our 

activity during the period preceding the market break, during the "break i t -

se l f , and the subsequent readjustment. And yet there i s food for serious 

thought in the fact that, under our excellent banking system and with our 

unexcelled financial strength, we nevertheless came to the brink of a 

collapse, had to resort to heroic action to prevent a panic, and were not 

able to avert a period of violent disorganization followed by severe liqui-

dation and what appears to be a business depression. Is this unavoidable? 

Is i t necessary for this country to go through periods of reckless exuberance, 

accompanied by enormous credit expansion and by fantastic levels of money 

rates that profoundly disturb the financial and business structure not only 

here but a l l over the world? And to have these periods culminate in abrupt 

reversals, violent liquidation, and a feeling of discouragement and depression? 

If al l this i s inevitable, i t i s very regrettable, for the cost of these 

excesses i s borne throughout the land, with echoes across the ocean, in 

languishing enterprise, in unemployment, and in general depression. 

We are no longer an isolated young country, with unlimited resources, 

but with no important influence on world affairs . On the contrary, we are 

in the very center of the world picture and our prosperity or depression i s 

a matter of grave concern throughout the world. We have two-fifths of the 

world's stock of monetary gold, we have financial claims on the rest of the 

world larger than any nation ever had, and we have a market for equities in 

enterprises, which for breadth, volume of operations*, as well as violence of 

movement has no equal in the world. 
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As bankers* we cannot but feel the heavy responsibility which this 

preeminence places on our shoulders, I am a banker by profession. For 

years I was a commercial banker, for a decade I was a reserve banker in an 

agricultural community, and now for two years and a half I have been con-

nected with the central supervisory and coordinating body of our banking 

system. In short, I am no outsider, but one of you, and I should not invite 

your attention to matters that I myself, as a banker, would not care to 

consider, nor suggest any course of action that I myself, were I a commercial 

banker, would not care to follow. 

One weakness in our banking structure arises, paradoxically enough, from 

i t s very strength. Because we are strong and have great resources, because 

we have ample gold reserves, and because we have a Federal reserve system 

that stands ready to help us in emergencies, we are a l i t t l e inclined to 

depend on our ultimate power to pull ourselves out of d i f f icu l t ies , and not 

to exert our utmost efforts to avoid these d i f f i cu l t ies . Prior to the 

establishment of the Federal reserve system the great metropolitan bank^ 

were the last resort of the country's banking system; on them rested the 

ultimate responsibility for avoiding catastrophe, and though these banks 

were not always able to avoid i t , they were never entirely free from the fee l -

ing that i t was their duty to so conduct their own affairs as not to endanger 

the financial fabric of the country. I fear that to some extent this feeling 

of joint responsibility has relaxed a s the result in part of confidence that 

the Federal reserve system i s ready to stand by in the hour of need. The 

banks s t i l l feel the responsibility to their stockholders and to their 

depositors, but when i t comes to responsibility to the country at large there 

i s a tendency to let George do i t . And yet I a m convinced that to an in-

creasing, rather than a diminishing, extent the great key banks have a general 
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public responsibility, less direct but no less binding than their duty to 

their own depositors and proprietors. 

A bank may know that i t s security loans are perfectly safe and can be 

liquidated at any time, and yet i t may recognize that too rapid growth in 

these loans endangers the stability of the nation's business. The bank 

i t se l f may not be extending loans to the market for i t s own account, but i t 

may be the agent for correspondents, banks and others, who may be pouring 

funds in dangerous volume into the market. A bank may not be indebted to 

the reserve bank except occasionally and for short periods at a time, but 

i t may be a purchaser of Federal funds from other banks, and may be aware 

that in the aggregate there i s a diversion of reserve bank credit to 

speculative uses. Let such a bank remember that brokers' loans, and security 

loans in general, are safe only because there i s an instant market for the 

collateral, that large sales of the collateral, though they may not impair 

the solvency of a particular bank, result in a drop in the value of the 

collateral back of more than one-half of the bank credit outstanding in this 

country, and that there i s no tell ing when such a drop may terminate and 

what catastrophe may follow in i t s wake. Let such a bank remember also 

that the resources of the Federal reserve system are not inexhaustible; that 

another three weeks like those that occurred last autumn may come at a time 

when these resources will be more nearly used up, and that absolute security 

and confidence can be obtained only by so conducting the financial affairs 

of the nation as to prevent violent expansions and contractions rather than 

merely to alleviate their consequences. One should not neglect to build 

a fire-proof structure, nor to take precautions against careless handling 

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



4 2 0 
X-6585 

of inflammable material merely "because one has anrple f i re insurance and 

effective f ire-fighting apparatus. One should not expose oneself and one's 

neighbors to the dangers of a virulent bacillus simply because one has a 

trusty antitoxin. 

In practical and concrete language this means thai we barikers haVe 

a responsibility beyond our own b&latice sheels for the general course of 

events; that we must look beyond the safety of the collateral offered us 

for a loan to the safety of the aggregate volume of collateral that we 

know i s being offered for loans at al l the banks; that when we see an 

unhealthyr'developmqtft getting under way we must not only protect our own 

immediate institution, but must take a broader view and act with reference 

to the interests of the entire community• And this i s not phi1anthrophy, 

nor even public spirit, though we can well afford to cultivate a public 

spirit, but merely enlightened self- interest . When a collapse occurs we 

al l suffer in loss of business, even though we may not have to write off 

large losses on account of bad loans. The banker profits from general 

prosperity and suffers from general depression, and he can, therefore, 

reconcile a course of action taken with a view to the preservation of general 

business stability with the most hard-boiled attitude toward l i f e , that some 

of us like to boast of in public. 

In other countries, where banking development has been longer, and 

banking concentration has proceeded farther, certain methods of control have 

been developed. A customer in England is not granted unlimited credit on 

the basis of security offered as collateral; he i s granted a line of credit 

in accordance with his credit standing and the requirements of his business, 
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and. he cannot easily exceed that line no matter how much collateral he may 

be able to present. I am not prepared to recommend to you this or any other 

specific course of action, but I do feel justif ied in calling your attention 

to our joint responsibilities and to suggest that what we need i s cooperative 

action in the development of sound banking tradition, which alone will give 

assurance to the country of a lasting stability of i t s financial organization. 

The Federal Reserve System does not consist entirely of a Board at 

Washington and twelve regional Banks. It consists of these and the member 

banks. Its greatest success depends upon the cooperation of a l l these units 

and upon the understanding and sympathetic support of non-member banks. The 

system rests primarily upon cooperation. I ts most far-seeing and important 

policies can be largely null if ied by lack of cooperation. I t s practices and 

judgment in matters that arise from time to time can best be coordinated 

by the counsel and support of i t s constituent elements, ob the basis not of 

banker thought alone, but also the combined judgment of the skilled elements 

of the entire business community. As the system offers cooperation, so, too, 

does i t seek cooperation. From bankers i t seeks and requires cooperation in 

unstinted measure. 

Early in my statement, I said that I believed you would not interpret 

my remarks as lecturing or sermonizing, and I am confident that you have not 

so interpreted them. But why should I deliver this kind of talk to you at this 

time? Simply because I believe that when our banking machinery develops faults, 

they can be corrected from within the profession far better than from without, 

and i t i s the duty of the profession to correct them. 

In conclusion, I renew my pledge of cooperation, confident of the 

generous support of my associates, to a l l professional developments, sponsored 
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by the American Bankers Association, that wil l elevate the standards of 

banking, contribute to the self regulation of our principal credit agencies, 

prevent widespread abuses of credit, assist in stabilizingitoe productive 

and distributive processes of American business, and otherwise further the 

general welfare of business in the interest of the public which we, especially, 

as men in banking institutions must seek to serve. 
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F E D E R A L R E S E R V E B O A R D 

STATBCBNT FOR THE PRESS 

For release at 2:15 p.m. May 7, 1930 

The Federal Reserve Board announces that the Federal 

Reserve Bank of Boston has established a rediscount rate of 

3 1/2$ on al l classes of paper of al l maturities, effective 

May 8, 1930. * 
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STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve N#tes, Series 1928, 

Month of April, 1930, 

#! $10 $20 
Total 
Sheets Amount 

Boston 100, ,000 128, 000 19, 000 247,000 #22, 106 ,50 
New York 182, ,000 126, 000 125, 000 433,000 38, 753 ,50 
Philadelphia 85, ,000 54, 000 36, 000 175,000 15, 662 ,50 
Cleveland 80, ,000 60, 000 60, 000 200,000 17, 900 .00 
Richmond 60, ,000 21, 000 30, 000 111,000 9, 934 .50 
Atlanta 60, ,000 28, 000 24, 000 112,000 10, 024 .00 
Chicago 340, ,000 158, 000 120, 000 618,000 55, 311 .00 
St. Louis 30, ,000 13, 000 12, 000 55,000 4, 922 .50 
Minneapolis 23, ,000 24, 000 16, 000 63,000 5, 638 .50 
Kansas City 90, ,000 - - — •» 90,000 8, 055 .00 
Dallas 40, ,000 24, 000 16, 000 80,000 7, 160 ,00 
San Francisco 87, ,000 60, 000 60, 000 207,000 18, 526 .50 

1,177, ,000 cn
 

|co
 

I o>
 000 518, 000 2,391,000 213, 994 .50 

2,391,000 sheets S #89.50 pet M • $213,994.50 

Credit appropriations, 1930} as follows: 
Comp. of Emp,, B.E.c; P. $112,855,20 
Plate Printing, B.E.& P. 48,728*58 
Mtls. & Mis*. Exp*, B.E.6 P. 52,410.72 

Bureau of Engraving and Printing 

C. R. Long, Assistant Director. 
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STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

For establishing a working reserve stock of Federal 
Reserve Notes, Series 1928, in process, as per authority 
of the Undersecretary of the Treasury, dated December 21, 

1929, as per statement below, 

B A C K S 

i»5 $10 $20 $50 $100 Total Amount 

Boston 53,910 38,000 3,500 7,500 102,910 03,690.35 
New Yofck 122,000 152,500 152,000 40,500 40,500 507,500 18,198.95 
Philadelphia 61,500 67,000 45,000 27,000 7,500 208,000 7,458.88 
Cleveland 50,000 49,000 78,500 3,9,500 10,000 207,000 7,423.02 
Richmond — — — — — — 35,528 12,500 6,000 54,028 1,937.45 
Atlanta 25,000 26,000 27,000 2,000 5,000 85,000 3,048.10 
Chicago 105,000 115,000 125,000 31,500 26,000 402,500 14,433.65 
St. Louis 16,000 19,000 16,000 2,500 2,500 56,000 2,008.16 
Minneapolis 18,000 17,500 19,000 1,000 1,000 56,500 2,026.09 
Kansas City 24,500 15,000 18,500 . 2,000 4,000 64,000 2,295.04 
Dallas 23,500 25,000 19,500 1,000 1,000 70,000 2,510.20 
San Francisco — — - 2,313 54,500 6,000 9,500 72,313 2,593.14 

445,500 542,223 628,528 149,000 120,500 1,885,751567,623.03 

1,885,751 sheets © $35.86 per M, . . . . ,#67,623.03 
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B A C K S AND F A C E S 

15 010 $20 #50 $100 Total Amount 

Boston 53,910 38,000 3,500 7,500 102,910 8,016.69 
New York 122,000 152,500 152,000 40,500 40,500 507,500 39,534.25 
Philadelphia 61,500 67,000 45,000 27,000 7,500 208,000 16,203.20 
Cleveland 50,000 49,000 78,500 19,500 10,000 207,000 16,125.30 
Richmond - ~ - — — — 35,528 12,500 6,000 54,028 4,208.78 
Atlanta 25,000 26,000 27,000 2,000 5,000 85,000 6,621.50 
Chicago 105,000 115,000 125,000 31,500 26,000 402,500 31,354.75 
St. Louis 16,000 19,000 16,000 2,500 2,500 56,000 4,362.40 
Minneapolis 18,000 17,500 19,000 1,000 1,000 56,500 4,401.35 
Kansas City 24,500 15,000 18,500 2,000 4,000 64,000 4,985.60 
Dallas 23,500 25,000 19,500 1,000 1,000 70,000 5,453.00 
San Francisco - — — 2,313 54,500 6,000 9,500 72,313 5,633.19 

445,500 542,223 628,528 149,000 120,500 1,885,751 #146,900.01 

1,885,751 sheets, @ §77.90 per M, . $146,900.01 

S U M M A R Y 

Sheets 
Backs and 

Backs and Paces Amount 

Boston, 205,820 #11,707.04 
New York, . 1,015,000 57,733.20 
Philadelphia,. 416,000 23,662.08 
Cleveland, 414,000 23,548.32 
Richmond, 108,056 6,146.23 
Atlanta, 170,000 9,669.60 
Chicago, 805,000 45,788.40 
St. Louis, 112,000 6,370.56 
Minneapolis,. 113,000 6,427.44 
Kansas City, 128,000 7,280.64 
Dallas, 140,000 7,963.20 
San Francisco,. 144,626 8,226.33 

3,771,502 3214,523.04 

Bureau of Engraving and Printing 

C. R. Long, Assistant Director. 
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F E D E R A L R E S E R V E B O A R D 
STAm'EITT FOR THE PRESS 

May 9, 1930 

For immediate release: 

The Federal Reserve Board today appointed Mr. John 

S. Wood of St. Louis, Missouri, as a Class C Director of the 

Federal Reserve Bank of St. Louis for the unexpired portion 

of the term ending December 31, 1930, to succeed Mr. Rolla 

Wells, resigned, and designated him as Chairman of the Board 

of Directors of the Bank and as Federal Reserve Agent for the 

balance of the current year. 

Since 1920 Mr. Wood has been Chief National Bank 

Examiner of the Eighth Federal Reserve District. 
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May 2, 1930, 
To; The Federal Reserve Board. SUBJECT! Conference of Counsel of Federal 

rpserve banks to consider effect of decision 
From: Mr. Wyatt, General Counsel. of Supreme Court of United States in Early v. 

Federal Reserve Bank of Richmond and proposed 
amendments to Regulation J. 

I respectfully recommend that the Board authorize me to call a con-

ference of counsel of a l l federal reserve banks to be held in Washington 

at the earliest convenient date for the purpose of : 

(1) Considering the effect of the recent decision of the Supreme 

Court of the United States in the case of Thomas A. Early. Receiver, v. 

Federal Reserve Bank of Richmond, upon the rights, duties, and l i ab i l i t i e s 

of the Federal reserve banks. 

(2) To give further consideration to the proposed amendments to 

Regulation J recommended by the last Conference of Counsel, which have 

been adopted by the Board, but not yet made ef fect ive . 

(3) To consider what other amendments, i f any, to Regulation J 

should be adopted; 

(4) To consider what changes, i f any, should be made in the check 

collection circulars of the Federal reserve banks; dad 

(5) To confer with representatives of the Comptroller of the Currency 

with reference to the release of reserve balances of insolvent national 

banks to the receivers of such banks. 

NECESSITY FOR CONFERENCE 

A Conference of Counsel on the above subject has been requested by 

counsel for a number of the Federal reserve banks and by the Governor of 

one Federal reserve bank. 

The decision of the Stqareme Court in the above mentioned cases raises 

serious questions as to the right®, duties and l i ab i l i t i e s of the Federal 

reserve banks in collecting checks and undoubtedly wi l l result in a great 
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amount of l i t igat ion between the Federal reserve banks, the owners of checks 

on insolvent "banks and receivers for insolvent banks. I t i s extremely im-

portant, therefore, that a Conference of Counsel for a l l Federal reserve 

banks be held at the earliest possible date to consider the above questions 

and to take or recommend such steps as may be necessary to clarify the 

rights and duties of the Federal reserve banks in connection with the col-

lection of checks, to protect the Federal reserve banks against unwarranted 

l i a b i l i t i e s , to reduce the possibi l i t ies of l i t igat ion, and to consider 

how such l i t igat ion as does arise may best be handled. This Conference 

should also endeavor to arrive at an understanding with the off ice of the 

Comptroller of the Currency on the question under what circumstances Fed-

eral reserve banks are Justified in releasing to the receivers of insolvent 

national banks the reserve balances of such banks, in order to avoid l i t -

igation between the receivers and the Federal reserve banks and to avoid 

undue delay in the final liquidation of insolvent national banks. 

The matters pointed out above render an early conference of counsel 

almost imperative. Even, in the absence of such matters, however, a coi>-

ference would be Justified by the benefits derived by this off ice and by 

Counsel for the various Federal reserve banks from an interchange of views 

on the various legal problems of the Federal reserve system. The conferences 

which have been held in the past have proven very beneficial and helpful to 

Counsel for the various Federal reserve banks and to this off ice , and I be-

lieve that such conference should be held at least once each year. More 

than a year has elapsed since the last conference. 

THE EARLY CASE 

This i s the case which I have been calling to the Board's attention 

from time to time ever since October, 1927, and which, as early as February, 

1928, the Conference of Counsel for a l l the Federal reserve banks said was Digitized for FRASER 
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"fraught with most dangerous consequences to the entire Federal reserve 

collection system." It has been considered by two Conferences of Counsel, 

has been considered by the Governors' Conference a number of times, and for 

over three years has been a matter of serious concern to this off ice and 

to Counsel for a l l the Federal reserve banks. 

The recent decision of the Supreme Court of the United States in this 

case brings the l i t igation to a close, but leaves the Federal reserve system 

in a position where i t mast carefully consider the effects of the decision 

and what steps should be taken to avoid dangerous^and harmful results. 

Facts 

The essential facts considered by the Supreme Court and the points of 

law involved in the court's decision may be summarized briefly as follows: 

The Federal Reserve Bank of Richmond was collecting checks on the so-

called "charge system" as distinguished from the "remittance system" used 

by a l l of the Federal reserve banks except Richmond and Philadelphia* It 

had in i t s check collection circular a provision reading as follows: 

"Checks received by us drawn on our member banks wil l 
be forwarded in cash letters direct to such banks and 
each member bank will be required either to remit therefor 
in immediately available funds or to provide funds avail-
able to us to meet such cash letters within the agreed 
transit time to and from the member bank* Therefore, the 
amount of any cash letter to a member bank i s chargeable 
against available funds in the reserve account of such 
member at the expiration of such transit time, which date 
will be shown on each cash letter. The right i s reserved, 
however, to charge a cash letter to the reserve account 
of a member bank at any time when in any particular case 
we deem i t necessary to do so." 

The Federal Reserve Bank of Richmond forwarded certain checks to the 

Farmers and Merchants national Bank of Lake City, South Carolina, for col-

lection. These checks were received by the Lake City Bank the next day, 

marked paid, and charged to the account of the drawers. Before the ex-

piration of the time allowed for the collection of such checks, the Lake Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 4 -

City Bank failed without remitting to the Federal reserve "bank for such 

checks and without specifically authorizing the Federal reserve bank to 

, charge the amount thereof to i t s reserve account. After notice of the 

failure of the Lake City Bank, the Federal reserve bank charged the amount 

of such checks to i t s reserve account. The receiver of the lake City Bank 

brought suit against the Federal reserve bank to recover the reserve bal-

ance of the Lake City Bank in the hands of the Federal reserve bank on the 

day the hank closed, claiming that any general authority which the Federal 

i reserve bank may have had to charge such checks to the reserve account of 

the Lake City Bank was revoked by the insolvency of the Lake City Bank 

and that the charge which had been, made was unlawful. 

Decision 

In an opinion rendered by Mr. Justice Holmes, the Supreme Court of 

the United States held that: 

(1) All parties must be taken to have dealt upon the terms of the 

collection circular of the Federal Eeserve Bank of Richmond* 

(2) By this circular the Federal reserve bank reserved the right 

to charge checks to the reserve account whenever deemed necessary* 

(3.) "This power i s reserved more obviously in the interest of the 

depositors of the checks than of the Richmond bank." 

(4) "The existence of the power must be assumed to have been one of 

the considerations inducing the owner of the check to give the Richmond 

Bank authority to send i t directly to the drawee." 

(5) "All parties must be taken to have understood that in the event 

that happened i t was the duty of the Richmond bank when i t knew the facts 

to charge the reserve account of the South Carolina bank, and i f so the 

accounts should be charged." 
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The Supreme Court, therefore, upheld the legality of the action of the 

Federal Reserve Bank of Richmond in charging such checks to the reserve ac-

count of the drawee "bank after insolvency. Moreover, the court said that, 

under the circumstances existing in this case, i t was the duty of the Fed-

eral Reserve Bank of Richmond to charge subh checks to the reserve account . 

of the drawee bank. By this remark, the court did exactly what I feared i t 

would do and just i f ied the fear expressed by the Conference of Federal re-

serve bank Counsel in February, 1928, when they adopted a solemn resolution 

saying that this case "is fraught with most dangerous consequences to the 

entire Federal reserve system." 

Effect of Decision 

The decision thus establishes three propositions; 

(1) The relations of a l l parties interested in the collection of checks 

through the Federal reserve banks are fixed and determined by the provisions 

of the check collection circulars of the Federal reserve banks, 

(2) In their check collection circulars the Federal reserve banks may 

reserve the right to charge checks to the reserve account of the drawee 

bank at any time. 

(3.) If they reserve such right, i t i s their duty to exercise the 

right for the protection of the owners of such checks. 

I t raises the question whether i t i s the duty of the Federal reserve 

banks to reserve such right for the protection of the owners of checks col-

lected through the Federal reserve collection system. 

In view of the fact that i t has not been customary for Federal reserve 

banks to charge checks to the account of the drawee bank after insolvency, 

I feel certain that this decision of the Supreme Court wi l l result in a 

great amount of l i t igat ion between the Federal reserve banks and the owners 

of checks handled by them for collection and possibly between the Federal Digitized for FRASER 
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reserve "banks and the office of the C o m p t r o l l e r of the Currency or re-

ceivers appointed by i t . 

In February, 1924, the Supreme Court of the United States decided the 

case of Malloy v. Federal Reserve Bank of Richmond, holding that a Federal 

reserve "bank i s l iable for any loss resulting from the acceptance of a tank 

draft in payment for checks handled for collection instead of insisting up-

on the payment of such checks in cash. Although Regulation J and the check 

collection circulars of Federal reserve "banks were amended in May, 1924, so 

as expressly to authorize the Federal reserve "banks to accept "bank drafts 

in payment for checks collected "by them, that case has resulted in a great 

amount of l i t igat ion involving many of the different Federal reserve "banks; 

and cases "based upon the doctrine of the Malloy case are s t i l l pending in 

the courts. 

I feel certain that history will repeat i t s e l f in connection with the 

Early case and that there will "be a great amount of l i t igation. That this 

wil l "be so i s indicated "by the fact that counsel for the Federal reserve 

banks are already receiving letters from attorneys representing the owners 

of checks on failed "banks raising the question whether the Federal reserve 

"bank i s not liable for the losses on such checks in view of the decision 

of the Supreme Court in the Early case. 

Matters to be Considered. 

Under these circumstances, i t i s extremely important that the entire 

matter be given most careful consideration at an early date and that 

decisions be reached on the following questions! 

(1) To what extent are Federal reserve banks liable for losses on 

checks heretofore handled in view of the decision in the Early case? 

(2) What amendments, i f any, should be made to Regulation J in order 

to clarify the legal rights and responsibilities of the Federal reserve 
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"banks and i f possible protect them from any unwarranted l iabi l i ty? 

(3) What changes, i f any, should be made in the check: collection 

circulars of the Federal reserve bajiks for the same purposes? 

(4) What should be the attitude of the Federal reserve banks with 

reference to releasing to receivers of insolvent banks the reserve balances 

of such banks where checks on such banks have been charged to the accounts 

of the drawers, but no remittances have been made to the Federal reserve baiks? 

(6) What defenses should be interposed to suits brought against Fed-

eral reserve banks based on the doctrine of the Early case? and 

(6) What changes, i f any, should be made in the practices of the Fed-

eral reserve banks in handling checks in the light of this decision? 

I believe that these questions can best be considered at a Conference 

attended by the representatives of this office and by counsel for a l l of 

the Federal reserve banks and that such a conference should be held at the 

earliest convenient date. 

UNIFORM POLICY AMD AMENDMENTS TO REGULATIONS. 

In view of the questions of law raised in the Early case and fearing 

that the Supreme Court could render a decision such as i t recently did render, 

the Federal Reserve Board, on the recommendations of the Conference of 

Counsel, the Governors' Conference, and this off ice , adopted an amendment 

to Regulation J on December 11, 1928, which became effective February 1, 

1929, and which eliminated from the regulation the provision thereof 

authorizing any Federal reserve bank " to reserve the right in i t s check 

collection circular to charge such items to the reserve account or clear*-

4ng account of any such bank at any time when in any particular case the 

Federal reserve bank deems i t necessary to do so." As a result of this 

amendment to the regulation, the Federal reserve banks of Philadelphia and 
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Richmond, abandoned the method of check collection which gave rise to the 

Early case and adopted the remittance system which for many years had he en 

used "by the other ten Federal reserve banks. This change in the regulation 

and the corresponding change in the check collection practice of Federal re-

serve banks reduces to some extent the danger of tiie Federal reserve banks 

being held liable for losses on checks under the doctrine of the Early case* 

I am under the impression, however, that some of the Federal reserve banks 

s t i l l reserve the right to charge checks to the reserve account of the 

drawee banks under certain circumstances; and, in view of the decision in 

the Early case, such banks probably are liable for any losses resulting 

from a failure to exercise this right. 

At a conference of Counsel held in Washington in April, 1929, certain 

further recommendations were nade with a view of protecting the Federal 

reserve banks against the possible consequences of the decision in the 

Early case. By a vote of 8 to 4 the conference recommended the adoption 

of a uniform policy with reference to check collections and the adoption 

of certain amendments to Regulation J. By a vote of 9 to 3, the Governors' 

Conference, which was in session at the same time, adopted the uniform 

policy recommended by the Conference of Counsel and recommended that the 

Federal Reserve Board adopt the amendments to Regulation J recommended by 

the Conference of Counsel. 

On October 15, 1929, the Federal Reserve Board approved the uniform 

policy and adopted the proposed amendments to Regulation J, maicing the 

lat ter effective January 1, 1930. Before the amended regulations became 

effect ive, however, certain questions were raised as to the possible effect 

of the regulations on the right of Federal reserve banks to take special 

steps to protect themselves against l iab i l i ty in collecting checks under 

extraordinary and unusual circumstances; further differences of opinion Digitized for FRASER 
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developed amongst the Federal reserve "banks on this question; and on December 

17, 1929, the Board voted to postpone indefinitely the effective date of the 

amendments to the regulation. 

Advice of the postponement of the effective date of the amendments was 

telegraphed to a l l Federal reserve hanks on December 17, 1929, and I was re-

quested to prepare a circular letter confirming the telegram. I prepared 

and submitted to the Board a circular letter confirming advice that the 

effective date of the amendments to the regulations had been postponed inr-

definitely, "but saying that this had no effect on the uniform policy. The 

Board has not yet taken any action on this circular letter and no further 

advice has been sent to the Federal reserve banks with reference either to 

the amendment to the regulation or the uniform policy. The amendments to 

the regulation have never become effective and the banks probably are un-

certain as to whether or not tho uniform policy i s in effect . 

I am not entirely satisf ied with the proposed amendments to the regular-

tion, and certain differences of opinion between individual counsel as to 

the best form of such amendments has arisen; but i t i s extremely important 

that some amendment designed to clarify the rights and responsibilities of 

Federal reserve banks and to protect them against any unwarranted l i ab i l i t i e s 

under the decision in the Early case be adopted at the earliest possible date. 

I believe, therefore, that a conference of Oounsel should be called as 

soon as possible, in order to endeavor to iron out a l l differences of 

opinion as to the most appropriate amendments to tiie regulations. Other 

possible amendments to the regulation have also been suggested and i t would 

be advisable to consider such other amendments at the same time in order that 

a l l necessary amendments to the regulations may be adopted at one time, thus 

avoiding frequent piecemeal amendments to the regulation. 
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' njEATioN of cosmmcE 

In this connection, I desire to say that the differences of opinion 

at the conclusion of the last Conference of Counsel probably resulted in 

part from the fact that the conference was held at the same time as the 

Governors' Conference and the Conference of Counsel had to hurry in order 

to submit i t s recommendations to the Governors' Conference before that 

Conference adjourned. This did not allow sufficient time to adjust d i f -

ferences of opinion and work out compromises; and I believe that, i f 

another Conference of Counsel is held to consider these questions, each 

counsel should be requested to come to Washington prepared to remain until 

a l l differences of opinion are ironed out or until i t i s clear that i t 

i s impossible to eliminate them. 

Respectfully, 

Walter Wyatt, 
General Counsel. 

WWsvdb 
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FEDERAL RESBRV3 BA.UK 

OF BOSTON 

December 7» 1929 

Federal Reserve Board, 
Washington, D. C. 

Dear Sirs: 

In reply to your letter of November 27, 1929 (X-6429), 
relative to the suggested change in recent amendment to Regu-
lation J, and you are advised that we agree with the General 
Counsel in his opinion expressed in a letter to the Board of 
November 13, 1929 (X-6429-t>) and believe that i t would not 
"be desirable to make the further amendment to Regulation J 
suggested in the correspondence you enclose (X-6429-a). 

Yours very truly, 

(S) W. W. Paddock, 
Deputy Governor. 
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FEDERAL RESERVE BAM 

OF NEW YOBK 

December 4, 1929. 

Federal Reserve Board, 

Washington, D. C. 

S i r s : 

Receipt i s acknowledged of your letter of November 27, 

1929 (X-6429), enclosing copy of let ter dated October 22, 

1929 (X-6429-a) from Mr. Blair, Deputy Governor of the Fed-

eral Reserve Bank of Chicago, and copy of memorandum of Mr. 

Wyatt dated November 13, 1929 (X-6429-b), a l l with reference 

to a change suggested by Mr. Blair in the recent amendment, 

to be effective January 1, 1930, to paragraph 6 of Section 

V of Regulation J, this change being designed to protect the 

Federal Reserve Banks against claims arising out of the f a i l -

ure of a bank other than the drawee bank to which checks have 

been forwarded by the Federal Reserve Banks for collection. 

We have considered the suggested change and agree with 

Mr. Wyatt that i t is not advisable. 

Very truly yours, 

(S) George L. Harrison, 
Governor. 
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FEDERAL RESERVE BASK 

OF RICHMOND 

November 29, 1929. 

SUBJECT: Suggested. Change in the Recent Amendment to 
Regulation J. 

Federal Reserve Board, 

Washington, D. C. 

Dear Sirs: 

We are in receipt of the Board's letter X-6429, November 
27, under the above caption. 

So far as this bank is concerned, i t will he immaterial 
whether the recent amendment to Regulation J he l e f t in i t s 
present form or changed in the manner suggested, "but i t would 
perhaps he desirable to have the regulation in such form as to 
cover a l l the transactions or practices of Federal Reserve* Banks 
of this character. Since the regulation is intended to prescribe 
the exact form of contract into which Federal Reserve Banks may 
enter with their member banks, in order to preserve the funda-
mental relationship of agency i t would, perhaps, be better for 
the form of regulation to cover a l l transit operations of what-
ever kind, as alluded to above. 

The object i s not so much to afford further protection to 
Federal Reserve Banks, as intimated in the last paragraph of the 
Board's General Counsel, as to make the regulation uniformly 
applicable in a l l transit operations with member banks, and avoid 
giving any preference to the holder or owner of the checks in the 
assets which Federal Reserve Banks may chance to hold for those 
banks through which checks are sent for collection when they 
happen not to be drawee banks. 

Yours very truly, 

GJS-CCP 
(S) GEO. J. SEAT, 

Governor 
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FEDERAL RESERVE BANK OF CHICAGO 

230 South LaSalle Street 

November 30, 1929 

SUBJECT: Suggested Change to Recent Amendment 
of Regulation J. 

Mr. E. M. McClelland, Assistant Secretary, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. McClelland:-

I have your letter of the 27th instant 
enclosing copy of Board's letter X-6429 concerning 
amendment to paragraph 6, Section 5, Regulation J. 
This "bank favors the proposed amendment of the amend-
ment, so that paragraph 6 will read as set out in your 
letter addressed to Governors of a l l the Federal Reserve 
Banks, included in X-6429. 

After reading l$r. Wyatt's letter included 
in X-6429, I am inclined to the opinion that he did not 
quite understand my suggestion as to fhe correction of 
paragraph 6. I am enclosing herewith copy of letter which 
I have just written Mr. Wyatt on the subject. 

Vejry truly yours, 

(S) J. H. Blair, 
Deputy Governor. 

k 
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Hovember 30, 1929 

Mr. Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt 

I have just read your letter to the Board included in 
Board's letter X-6429 in regard to the suggested change in recent 
amendment to Regulation J, and it seems to me that you did not 
quite get the fu l l reasons for further amendment of paragraph 6 
suggested in my letter to the Board of October 22nd. It i s possible 
I did not make myself quite clear in that let ter . 

I do not think the Federal Reserve Banks need any fur-
ther protection in the selection of a collecting agent. We already 
have that protection in paragraph 2, Section 5 of Regulation J and 
in paragraph 6, Section 5 as i t originally read, and which authorizes 
us to charge back to the forwarding bank the amount of any check for 
which payment in actually and finally collected funds is not received, 
regardless of whether or not the check i t se l f can be returned. 

It is my understanding that the purpose of the original 
amendment to paragraph 6 was td protect us against claims that might be 
made by depositing banks upon any funds in our possession belonging 
to the closed bank in which their items were involved. Such closed 
bank might be either the drawee bank or any other collecting agent 
bank and the need for such protection is just as great in one case as 
in the other. 

For instance, the forwarding bank might conclude that the 
member bank to which we forwarded the checks for collection and which 
actually collected the checks from the payee bank, but which closed 
before remittance was made to us, might be liable for some reason for 
the amount of such checks and proceed against us by attachment of the 
reserve account or other property of the closed bank in our hands. In 
such an event, I think we would need the same protection against the 
collecting bank as we would against the drawee bank. 

Very truly yours, 

Deputy Governor. 

X 
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FEDERAL RESERVE BANK 
OF 

ST. LOUIS ' 

December 7, 1929. 

Federal Heserve Board, 
Washington, D. C« 

Gentlemen: 

The sugject of your letter X-642S, tearing date 
of November 27, 1929, has been discussed in this of f ice and 
also presented to our Counsel for his views. Copy of 
Counsel's memorandum on the subject is enclosed. 

IShile from a legal standpoint i t makes l i t t l e 
difference iri this district whether the change suggested by 
Chicago i s of i s not adbpted, the concensus of opinion of 
the off icers i s that i t i s desirable a$td Advisable to make 
the change suggested. 

Yours very truly, 

(S) Wm. McC. Martin, 
Governor. 
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December 6, 1929. 

Mr. Fm. McC. Martin, Governor, 
Federal Reserve Bank of St. Louis, 
St. Louis, Missouri. 

Dear Governor: 

EE: Suggested changes in wording of 
Paragraph 6, Section V, Regulation J. 

I have before me the letter of Mr. J. H. Blair, 
Deputy Governor of the Federal Reserve Bank of Chicago and the 
Federal Reserve Board's let ter X-6429, Subject: Suggested changes 
in recent amendment to Regulation J, and your verbal request for 
any comments I cared to make on the subject. 

I can offer no objection to the suggested change 
since i t would c lari fy the intention of Paragraph 6, Section V, 
Regulation J, and would take care of a case where the collecting 
bank was not the drawee and where the owner might successfully 
claim that the Regulation, as worded, did not apply and that the 
Reserve bank was negligent in not appropriating the member bank's 
balances and/or capital stock returns in payment for the unremit-
ted for items. -

However, I do not believe in the States 
included in the 8th Federal Reserve District the Reserve Bank wil l 
be called upon to respond under such circumstances for the Massa-
chusetts rule prevails in practically a l l these State making the 
collecting bank the agent of the owner of the item instead of the 
agent of the Reserve Bank. 

Further, in States included in the District, the 
owner would have a preferred claim against the collecting bank 
whether the collecting bank be a State or National' Bank, and in 
a l l probability would be paid in fu l l ; consequently, as far as 
the wording i s concerned i t would make no difference whether the 
amendment be l e f t as i t i s , or changes as suggested, for there i s 
l i t t l e likelihood that the owner of the item wil l suffer any lo s s . 

Very truly yours, 

(Signed) Jas. G. McCorikey 
Counsel. 

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



COPY 
X-6593-

PBDSHAL RESERVE BANK 

OF MINNEAPOLIS 

December 3, 1929. 

Federal Reserve Board, 
Washington, D. C. 

Gentlemen: 

Referring to yours of November 27th (x6429), 
our Counsel has gone over the suggestion of Mr. Blair 
for a change in Paragraph 6, Section V of Regulation 
J, and we concur with Mr. Blair• s views* believing that 
the change he recommends i s desirable. 

Yours very truly, 

(S) W. B. Geery 
Governor 

WBG-C 
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X-6592-h 

FEDERAL RESERVE BAUK 

OF DALLAS 

December 4, 1929. 

Federal Reserve Bank, 
Washington, D. C. 

Gentlemen: Attention Mr. 2. M. McClelland, Asst. Secy. 

Reference i s made to Board's letter X-6429, dated 
November 27, 1929, on the subject "Suggested Change in Recent 
Amendment to Regulation J." 

We referred this matter to our Counsel for an opinion 
and they have advised that they do not feel that the point raised 
i s of sufficient importance to justify another amendment to Regu-
lation J. 

They state further that i t i s extremely important that 
Regulation J be amended as l i t t l e as possible, and that therefore 
i t i s their view that a further amendment should not be made to 
cover Deputy Governor Blair's point. 

Yours very truly, 

(S) Igrnn P. Talley, 
G o v e r n o r 
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FEDW1 RESERVE BASK OF SAN FRANCISCO 

December 3, 1929. 

Federal Reserve Board, Subject: Suggested change in 
Washington, D. C. Regulation J. X-6429. 

Dear Sirs: 

It is our belief that the question raised by Deputy 
Governor Blair, of the Federal Reserve Bank of Chicago, regard-
ing the recent amendment to paragraph 6 of Section V, Regulation 
J, i s well taken. 

Regulation J, Section V, paragraph 2, states; 

"A Federal reserve bank may present such checks 
* * * direct to the bank on which they are drawn * * * 
or in i t s discretion may forward them to another agent" 
* * * 

Regulation J, Section 7, paragraph 3, states: 

"A Federal reserve bank may at i t s discretion * * * 
either directly or through an agent, accept * * * bank 
drafts in payment * * * for such checks, and shall not 
be held l iable for any loss resulting from the accept-
ance of bank drafts in l ieu of cash * * * nor for the 
nonpayment of any draft accepted in payment or as a re-
mittance from the drawee bank or any agent." 

Regulation J, Section V, paragraph 6, should be amended 
by inserting the words "or other agent," as follows: 

"Die amount of any check for which payment in ac-
tually and f inal ly collected funds is not received 
shall be charged back to the forwarding bank regard-
less of whether or not the check i t se l f can be re-
turned. In such event, neither the owner nor holder 
of any such check, nor the bank which sent such 
check to the Federal reserve bank for collection, 
shall have any right of recourse upon, interest in, 
or right of payment from, any funds received, col-
lateral, or other property of the drawee bank, or , 
other agent, in the possession of the Federal re-
serve bank." 
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This change will harmonize with the intent of the other 
provisions of Section V, Regulation J, and wil l afford the Federal 
reserve banks the nbcessary protection when selecting agents other 
than drawees in effecting collection of checks. 

Yours very truly, 

(s) J* U. Calkins, 
GOVERNOR. 
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C b ? Y X-6593 

August 17., 1929. 

To: The Federal Reserve Board 

From: Mr. Wyatt, General Counsel. 

SUBJECT: Policy to be Pursued by Federal 
Reserve Banks in Asserting Bights on be-
half of Depositors of Unremitted for 
Transit Items against Receivers of I in-
solvent Member Banks. 

The attached f i l e pertains to the action taken by the .Confer-
ence of Counsel of a l l Federal reserve banks and by the Governors' 
Conference on the above subject: 

After careful consideration of the recommendations of the Con-
ference of Counsel and the action of the Governors' Conference, I 
respectfully recommend: 

1. That the Board approve the uniform policy recommended by 
the Conference of Counsel and adopted by the Governors1 Conference 
and request a l l Federal reserve banks to comply s tr ict ly with such 
uniform policy. 

2. That the Board amend Paragraph 4 of Section V of Regulation 
J to read as follows: 

"(4) Checks received by a Federal reserve bank on 
i t s member or nonmember clearing banks wil l ordinarily 
be forwarded or presented direct to such banks and such 
banks wil l be required to remit or pay therefor at par 
in cash, by bank drafts acceptable to the collecting 
Federal reserve bank, by telegraphic transfers of bank 
credits acceptable to the collecting Federal reserve bank, 
or by authorizing the collecting Federal reserve bank to 
charge their reserve accounts or clearing accounts." 

3. That the Board amend Paragraph (6) of Section V of Regulation 
J to read as follows: 

"(6) The amount of any check for which payment in 
actually and f inal ly collected funds is not received 
shall be charged back to the forwarding bank, regardless 
of whether or not the check i t s e l f can be returned. In 
such event, neither the owner or holder of any such check, 
nor the bank which sent such check to the Federal reserve 
bank for collection, shall have any right df recourse upon, 
interest in, or right of payment from, any fund, reserve, 
collateral, or other property of the drawee bank in the 
possession of the Federal reserve bank." 

RECOMMENDATIONS. 

A draft of a proposed circular letter to a l l Federal reserve banks 
announcing the action recommended above i s respectfully submitted herewith. 
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DISCUSSION 

Having "been authorized to do so "by the Board, I arranged for a 
conference of counsel of a l l Federal reserve "banks to be held in 
Washington commencing on April 1 to consider the above subject. 
Simultaneously the Board placed the same subject on the program for 
consideration at the Governors' Conference, which was held in Wash-
ington at the same time. The object was to have the counsel for a l l 
of the Federal reserve banks endeavor to agree upon a uniform policy 
to be recommended to the Conference of Governors ^ith a view of having 
such recommendations considered immediately by the Conference of 
Governors while counsel for the various Federal reserve banks were 
s t i l l in Washington and available for consultation either with their 
respective governors or with the Governors' Conference as a whole. 

ACTIOS OF CONFERENCE OF COUNSEL. 

The counsel of every Federal reserve bank was present at the 
conference and the f i r s t action of the Conference of Counsel was to 
adopt unanimously the following resolution; 

"RESOLVED, That i t be the sense of this conference 
that uniformity among al l of the Federal reserve banks 
in the treatment of reserve balances, collateral accounts 
and the cash surrender value of capital stock in re-
lation to outstanding cash items, i s desirable." 

The Conference then proceeded to consider the question whether 
reserve balances of insolvent member banks, collateral pledged by 
them with the Federal reserve bank, and the proceeds of canceled 
Federal reserve bank stock should be uti l ized by them for the col-
lection of checks which had been marked "paid" by the drawee banks 
and charged to the accounts of the drawers, but for which no remit-
tance or remittances, not f inally collectible have been made, due to 
the insolvency of the drawee banks. 

On this question a tentative vote showed that the Conference was 
divided eight to foiir and two committees were appointed to draft re-
ports stating the majority and minority views. Subsequently, both 
committees submitted written reports, copies of which in their final 
form are attached hereto for the Board's information. 

The majority report, which was adopted by the Conference of 
Counsel by a vote of eight to four and which was subsequently adopt eel 
by the Governors' Conference, was in the form of a resolution reading 
as follows: 

"WHBKEAS there now exists a lack of uniformity among 
the twelve Federal reserve banks in their construction of 
Regulation J, as promulgated by the Federal Reserve Board, 
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which lack of uniformity has given rise to l i t igation in 
the past and holds promise of increased l i t igation in the 
future with conflicting decisions in various judicial dis-
tricts; and 

"WHEREAS, we deem i t of the utmost importance that 
a l l of the Federal reserve "banks follow a uniform policy 
in the respect stated: 

"BE IT RESOLVED that the following represents the con-
sensus of opinion of the Conference of Counsel to the various 
Federal reserve hanks, assembled pursuant to the call of the 
General Counsel to the Federal Reserve Board: 

"1. We construe Regulation J of tiae Federal Reserve Board 
as intended to provide that the Federal reserve "banks shall 
take for collection checks sent to them for such purpose "by 
other "banks, merely aa agents of the "banks from which the same 
are received. We regard this policy as "being economically 
sound, legally proper and fair in i t s operation. 

"2. We "believe that i t would "be extremely unwise to take 
any step or to formulate any policy which would tend to change 
this relationship and, specifically, that i t would be unwise 
to attempt to superimpose upon a pure agency status any in-
dicia of ownership with respect to the subject matter of the 
agency. 

"3. We believe that i t i s incompatible with such agency 
status for Federal reserve banks to set-off amounts due to 

them, as agents for collection, againet indebtedness due by 
them to insolvent member or non-member clearing banks; hence, 
we are of the opinion that after a bank has been closed the 
reserve bank of i t s district being notified of i t s suspension, 
should not thereafter attempt to charge unpaid cash items against 
the reserve aopount of the closed bank. For the same reason we 
believe that after notice of suspension a remittance draft, drawn 
by the closed bank, should not be charged against i t s reserve 
account. 

"4. When a Federal reserve bank takes from one of i t s 
members collateral for the payment of indebtedness due to 
i t by such member, such collateral should be applicable only 
to the satisfaction and discharge of the obligations due to 
the reserve bank in i t s own right. It would be an unwise 
policy, in our opinion, to permit such collateral to be 
uti l ized in the liquidation or satisfaction of debts payable 
to the Federal reserve bank aa a collection agent. 

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



- 4 - X-65S3 

"5. The status of the capital stock holdings of a member 
"bank in i t s Federal reserve bank, upon the insolvency or 
liquidation of such member, i s fixed "by the Federal Reserve 
Act and, as we cons true the same, the proceeds of such hold-
ings could only be applied in or toward the satisfaction of 
debts due to the Federal reserve bank in i t s own right, as 
contradistinguished from debts which might be payable to 
the reserve bank as a collection agent. 

"6. In our opinion, any deviation from these policies, 
in furtherance of which Regulation J was promulgated, would 
entail grave dangers to Federal reserve banks and would re-
sult in the preferring of a limited number of creditors of 
an insolvent bank, contrary to the letter and spirit of the 
law as i t exists in the various States and as administered 
in the Courts of the United States. 

"7. In view of the conflicting interpretations which 
have been placed upon Regulation J by the Federal reserve 
banks, resulting in conflicting judicial decisions in re-
lation thereto, we deem i t of the utmost importance that 
Regulation J be so clarified by amendment as to result in 
uniformity in i t s interpretation and application. Such ar-
mendmenti we believe, should be made at the earliest possible 
time. To accomplish this purpose we recommend that subject 
to the approval of General Counsel to the Federal Reserve 
Board, paragraph 6 of Section V of Regulation J be amended 
to read substantially as follows: 

1(6) The amount of any check for which payment 
in actually and finally collected funds i s not re-
ceived shall be charged back to the forwarding bank, 
regardless of whether or not the check i t s e l f can 
be returned. The owner or holder of any such check 
so charged back shall, in such event, have no right 
of recourse upon, interest in or rights of payment 
from any fund, reserve, collateral or other property 
in the possession of the Federal reserve bank.* 

We further recommend that subject to the approval of 
General Counsel to the Federal Reserve Board, paragraph 4 of 
Section V of Regulation J be amended to read substantially 
as follows: 

'(4) Checks received by a Federal reserve bank on 
i t s member or nonmember clearing banks will ordinarily be 
forwarded or presented direct to such banks and such 
banks will be required to remit or pay therefor at par, 
Such remittance or payment may be made in cash, by bank 
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draft acceptable to the collecting Federal reserve tank, 
by other funds or transfers acceptable to the collecting 
Federal reserve bank, or by authorizing the collecting 
Federal reserve bank to charge their reserve accounts 
or clearing accounts.111 

It will be seen that this resolution does two things: ( l ) It 
recommends a unifoxaa policy to be followed by a l l Federal reserve 
banks and, (2) It recommends the adoption of two amendments to Regu-
lation J, subject to my approval. 

The proposed amendments to Regulation J were made subject to my 
approval because I had had no part in drafting them and i t was thought 
possible that some changes in their phraseology might be found neces-
sary- The understanding was that I nas to be at liberty to recommend 
any changes in the phraseology which would not materially affect the 
substance of the proposed amendments without further consultation 
with the counsel of the various Federal reserve banks, but that, i f 
I considered any very material changes in the substance of the pro-
posed amendments to be necessary or advisable I would consult further 
with the counsel before recommending the adoption of such amendments 
to the Federal Reserve Board. The amendments which I have recommended 
above contain some sl ight changes in phraseology, but arc substantially 
the same as those recommended by the majority of the Conference of 
Counsel and, therefore, I have not deemed i t necessary to consult 
further with the counsel on this subject. 

The minority report, which i s too long to be quoted in this 
memorandum, but a copy of which i s attached hereto for the Board's 
information, advocated the adoption of a policy opposite to that recont-
mended by the majority and opposed the adoption of the proposed amend-
ment to Paragraph (6) of Section V of Regulation J, but concurred in 
the recommendation of the majority with reference to the proposed 
amendment to Paragraph (4) of Section V of Regulation J. 

In my opinion, the proposed uniform policy recommended by the 
majority of the Conference of Counsel i s based upon a correct inter-
pretation and application of, and i s in every way consistent with, the 
provisions of Regulation J as promulgated by the Federal Reserve Board 
in 1924, which are s t i l l in effect and which have been sustained by 
the courts. In my opinion, the recommendation of the minority of the 
counsel i s inconsistent with the fundamental principles of that Regu-
lation. I am, therefore, of the opinion that the uniform policy 
recommended by the majority of the counsel should be approved by the 
Federal Reserve Board and that a l l Federal reserve banks should be 
requested to comply str ict ly therewith# 
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ACTION OF THE GOVERNORS' CONFER#C& 

When the Conference of Counsel was ready to fejiort i t s recommend" 
ations, i t met in joint session with the Conference of Governorsj 
both the majority and minority reports were submitted to the Confer-
ence of Governors; the views of both the majority and the minority of 
the counsel were thoroughly explained, to the Conference of Governors 
and debated, in the joint Conference of Governor# dnd Counsel; and then 
the Governors went into executive session to consider both reportst 
After flit the r consideration of both reports in executive session, the 
Conference of Governors adopted the following resolution! 

"RfiSOiVBfcj That we approve in substaiice the majority 
report df the Conference of Counsel, With the tindefstend-
ing thati to assist/ the Counsel of the Federal kdsdrVb 
Boatd in framing the exact language of any amendments 
th&t may be found necessary to make the substance of the 
report effect ive, each Federal Reserve bank shall bo 
at liberty to call his attention to any local arrange-
ment that might be affected by any such amendments," 

REPORTS FROM GOVERNORS OF THE VARIOUS BANKS, 

Pursuant to the action of the Governors' Conference, the Gover-
nor of each Federal reserve bank was requested to advise the Board 
whether or not there were any local arrangements in his district 
which might be affected by the proposed amendments to Regulation J 
and which he might desire to have taken into consideration before 
those amendments were adopted by the Board# 

Replies have now been received from the Governors of a l l Federal 
reserve banks and are attached hereto for the Board's information. 

All of the Governors except those at the Federal Reserve Banks of 
New York and Philadelphia state that they know of no local arrangements 
which would be affected by the proposed amendments to Regulation J, 

The Federal Reserve Bank of New York has no local arrangements 
which would be affected by the proposed amendments except the agree-
ment under which i t handles checks drawn on practically a l l member banks 
located in the boroughs of Manhattan, Bronx and Brooklyn which are not 
members of the New York clearing house. The agreements with these menv 
ber banks provide that each morning each member shall send a repre-
sentative to the Federal Reserve Bank to receive checks drawn on the 
member bank and the Federal Reserve Bank may charge to the member 
bank's reserve account the amount of checks delivered tp such repre-
sentative , subject to the right of the member bank to return any 
checks before 3 o'clock the same day and receive credit therefor. 
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With respect to certain large member banks, the reserve account 
would not be sufficient to cover such checks withou.t credit for immedi-
ate credit items deposited by such member banks but which will not actur-
al ly be collected uhtil later in the day. The credit risk in such 
cases i s probably insignificant; but, because of the large amounts 
sometimes involved, the Federal Reserve Bank considers i t a serious 
question whether i t should not take collateral to protect i t s e l f 
against possible loss from handling checks in this manner or to in-
sure payment of such checks. The Federal Reserve Bank of New York 
has never taken such collateral bat i s considering the advisability 
of doing so. 

The Federal Reserve Bank of Philadelphia uses two forms of 
collateral agreements to protect i t in collecting checks: (1) A 
form of agreement intended to protect i t against loss incurred by i t 
in leaving collection items at nonmember city banks for examination 
and payment or return at a later hour during the day; and (2) A form 
of agreement intended to take care of the collection of items upon 
certain nonmember country banks where existing circumstances would 
make i t unwise to collect such items without the protection afforded 
the R@serve Bank by the deposit of collateral. 

The pledge of collateral with the Federal Reserve Bank to 
protect i t against l i ab i l i t y under the circumstances described by the 
Federal Reserve Banks of New York and Philadelphia might be considered 
inconsistent with the uniform policy recommended by the Conference of 
Counsel and approved by the Governors1 Conference; but in my opinion 
i t would not be a violation of the new language proposed to be added 
to the last paragraph of Section V of Regulati. on J. 

The Federal Reserve Bank of Richmond calls attention to a 
local clearing house arrangement by which collateral i s deposited by 
Richmond clearing house banks with a trust comnanv to secure any 
member of the clearing house against loss as a result of checks be-
ing delivered through the clearing house for payment or return. The 
Federal Reserve Bank of Richmond does not consider this arrangement 
inconsistent with the proposed amendments and I concur in this view, 
since the securities are deposited with a trust company and not with 
a Federal reserve bank and are for the protection of a l l members of 
the clearing house and not for the protection of the Federal reserve 
hank alone* 

The Federal Reserve Bank of Boston suggests that the new 
regulations be not drawn in such a way as to deny to any Federal re-
serve bank, either specifically or by implication, the right to pro-
tect i t s e l f against l i ab i l i ty by making special arrangements to se-
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cure the payment of checks in particular cases. I do not believe 
that the proposed amendments to the regulation could "be construed 
as having this e f fect . 

Although Governor Geery states that he knows of no local 
arrangements in the Minneapolis district which would he affected by 
the proposed amendments, Judge Ueland, Counsel for the Federal Reserve 
Bank of Minneapolis, in a personal letter to me, calls attention to two 
local arrangements which he thinks might be affected by the proposed 
amendments to Regulation J: (1) A collateral agreement used by the Fed-
eral Reserve "F«nir of Minneapolis, whereby a l l collateral pledged with 
the Federal reserve bank may be applied to any and a l l indebtedness due 
to the Federal reserve bank arising from any source whatsoever; and (2) 
At] arrangement by which tiie Federal reserve bank acts as a clearing house 
for the Twin City Banks under the term of which the Federal reserve bank 
i s authorized at i t s option to charge to the reserve accounts of the re-
spective banks the adverse balance of such bank's clearings on that day. 
Judge Ueland construes these arrangements as giving the owners of checks 
handled by the Federal reserve bank a right to ins is t that they be 
collected out of the reserve balance or the collateral pledged with the 
Federal reserve bank, and i f they had this effect they would be in-
consistent with the proposed amendments to the regulation. I do not, 
however, see how either one of these arrangements could have this e f -
fect; and, therefore, I do not consider that they would be affected by 
the proposed amendments. I assume that Governor Geery takes tiae same 
view and that this i s the reason why he did not call these arrangements 
to the Board's attention. 

I am of the opinion, therefore, that the replies received by the 
Federal Reserve Board from the various Federal reserve banks disclose 
no reason why the proposed amendments should not be adopted at this 
time. 

IMPORTANCE OF A UNIFORM POLICY. 

I heartily concur with the resolution adopted unanimously by 
a l l of the Counsel to the effect that uniformity among a l l of the 
Federal reserve banks in the treatment of reserve balances, collater-
al accounts and the c a s h surrender value of capital stock in relation 
to outstanding cash items is desirable* 

The failure to have such a uniform policy has in the past resulted 
in the different Federal reserve banks working at cross purposes and en-
deavoring to establish in the courts conflicting principles governing 
the rights and l i a b i l i t i e s of Federal reserve banks in this respect. 
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This wil l inevitably lead to confusion, uncertainty, and increased 
l i t igat ion "between the Federal reserve tanks, the receivers of in-
solvent member banks, and the endorsers or owners of checks sent to 
Federal reserve banks for collection but which were not collected 
because of the failure of the drawee banks. Such l i t igation i s ex-
pensive, delays the final settlement of the affairs of insolvent 
member banks, and results in unfavorable criticism of the Federal 
reserve banks. A uniform policy s tr ic t ly adhered to by a l l Federal 
reserve banks would remove much of this uncertainty, expedite f inal 
settlement of the affairs of insolvent member banks and will certain-
ly result in more harmonious court decisions definitely fixing the 
rights and l i a b i l i t i e s of the Federal reserve banks and removing the 
confusion and uncertainty which now exists. 

I t i s impossible to obtain absolute unanimity of 
agreement as to what this uniform policy should be; but this la a 
case where, for the gdod of al l concerned, i t i s better to le t the 
majority rule and for the minority to yield their views in the in-
terests of the general good. Much progress has been made in the 
formulation and recommendation of a uniform policy through the majority 
voteof the Conference of Counsel and the adoption of this policy by 
the Governors* Conference; and I believe that, in order to derive the 
maximum benefit from the action which has already been taken by the 
Governors' Conference, the Board should approve the uniform policy, 
adopted by the Governors' Conference and request a l l of the Federal 
reserve banks to comply strict ly with such policy. It i s especial-
l y appropriate that the Board should do so in this case, because the 
policy really i s an interpretation and application of the provisions 
of a regulation promulgated by the Federal Reserve Board. 

In my opinion the uniform policy recommended by the Con-
ference of Counsel and adapted by the Governors' Conference i s in entire 
harmony with the purposes of Section V of Regulation J as promulgated 
by the Federal Reserve Board and contains a correct interpretation 
and application of that regulation. It i s for this reason that I have 
recommended that the Board approve such policy. 

PROPOSED AMENDMENTS TO REGULATION J. 

The proposed amendment to Paragraph (4) of Section V 
of Regulation J i s really in the nature of a clarifying amsndment 
and was recommended unanimously by a l l of the counsel, since i t 
was contained in both the majority and minority reports. 
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I have suggested tuo slight changes in the phraseology 
of the amendment recommended "by the counsel: ( l ) in order to 
preserve the requirement that member "banks and nonmember clear-
ing banks not only remit at par for checks sent to them but also 
remit in one of the forms of remittance specified in the Regula-
tion, I have made the entire paragraph a single sentence, in 
stead of dividing i t into two sentences as suggested by the 
counsel; and (2) I have suggested that the words "telegraphic 
transfers of bank credits" be substituted for the words "other 
funds or transfers", which appeared in the draft prepared by the* 
Conference of Counsel, because I consider that language too broad 
and indefinite. I believe that the amendment as redrafted by 
me and as set forth on the f i rs t page of this memorandum would 
accomplish everything intended to be accomplished by the Confer-
ence of Counsel/ 

The proposed amendment to paragraph (6) of Section V of 
Regulation J recommended by the Conference of Counsel suggests 
no change in the existing language of that paragraph, but merely 
adds a new sentence, the purpose of which is to make clear that 
the owner or holder of a check charged batik to the endorsing bank 
because payment in actually and f inal ly collected funds was not 
received by the Federal reserve bank shall have no l ien or right 
of recourse upon the reserve balance or capital stock investment 
of the drawee bank or any collateral pledged by the drawee bank 
with the Federal reserve bank or any other property of the drawee 
bank in the possession of the Federal reserve bank. I t i s not 
intended to prevent anyone having a claim against the Federal re-
serve bank from enforcing their rights against the Federal reserve 
bank. Nor would i t prevent the Federal reserve bank from offsetting 
the amount of any check owned by the Federal reserve bank, or of 
which the Federal reserve bank had virtually become the owner 
through having become liable for the amount therof as a result 
of negligence on i t s part against the reserve balance of the drawee 
bank, the collateral pledged with the Federal reserve bank by the 
drawee bank, or the capital stock investment of the drawee bank. 

I t i s believed that this amendment will prevent the tying up 
of funds or property of member banks in the hands of the Federal re-
serve bank pending l i t igation to determine the rights of the respect-
ive parties and wi l l thus expedite the final settlement of the affairs 
of insolvent member banks. By clearly defining the rights and l i a -
b i l i ty of a l l persons having an interest in checks collected through 
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the Federal reserve banks i t should also lessen the chances of 
l i t igat ion. This i s in accordance with the fundamental purpose 
of the whole of Section V of Regulation J, which really specifies 
the terms of a contract to he entered into "between the Federal re-
serve bank and a l l banks for which i t undertakes to collect checks 
and clearly defines the respective rights aftd l i ab i l i t i e s of both 
parties to such contract. 

In the form of amendment recommended on the f i r s t page of 
this memorandum, I have endeavored to clarify the language of the 
new sentence which the Conference of Counsel recommended to be added 
to this paragraph. As recommended by the Conference of Counsel, 
this new language applies only to the "owner or holder" of any 
check so charged back and thus might be held not to apply to the 
bank which sent the check to the Federal reserve bank for collection 
and which, under the terms of Paragraph (1) of Section V of Regulation 
J, i s the only party having any privity contract with the Federal 
reserve bank. I have, therefore, changed the f i r s t part of the 
sentence to read, "In such event, neither the owner or holder tef 
any such check, nor the bank which sent such check to the Federal 
reserve bank for collection, shall have any right", etc. I have 
also inserted the words " of the drawee bank" immediately after the 
word "property", in order to make i t clear that, the purpose of this 
amendment i s not to protect the property of the Federal reserve 
bank from levy or execution where the Federal reserve bank is held 
liable for negligence. In other words, I wish to make i t clear 
that the amendment applies only to property of the drawee bank in the 
hands of the Federal reserve bank and does not apply to the property 
of the Federal reserve bank i t s e l f . 

The changes of phraseology which I have recommended do not make 
any material change in the substance of the amendment recommended by 
the Conference of Counsel and I am sure that they are entirely in 
harmony with the purpose of the amendment recommended by the Confer-
ence of Counsel. 

OTHER POSSIBLE AMENDMENTS 

There are certain other amendments to Regulation J which I think 
might profitably be adopted at an appropriate time; and I have given 
very serious consideration to the question whether such other amend-
ments ought to be adopted at this time. Such other amendments, how-
ever, could not very well be adopted without f i r s t consulting a l l of 
the Federal reserve banks and this would result in much additional 
delay and probably in further differences of opinion. In view of 
the fact that a uniform policy has already been agreed upon by the 
Governors' Conference and certain amendments have been recommended 
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"by the Governors1 Coiifereilcet therefore, I believe i t would be 
better to a&opt at this time the amendments which have been recom-
mended and to leave the question of any further amendments for 
consideration when the Board next undertakes a general revision of 
a l l i t s Regulation^* 

CONCLUSION' 

I , therefore, believe that the best disposition of this matter 
at the present time would be for the Board to adopt the recommenda-
tions which I have made on the f i r s t page of this memorandum and 
send out the attached letter to a l l Federal reserve banks. 

Respectfully, 

Walter Wyatt, 
General Counsel, 

Papers Attached. 

WW: vdb - sad 
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REPORT OF MINORITY COMMITTEES 

We, the undersigned, representing the Federal Reserve Banks of 

Chicago, Minneapolis, Philadelphia and Richmond, are unable to concur in 

the recommendation of the majority of the Conference of Counsel and in 

l ieu of the amendment recommended "by the majority we recommend that para-

graph 4 of Section V of Regulation J he amended to read as follows: 

"(4) Checks received by a Federal reserve "bank on i t s 
member or nomember clearing banks will ordinarily be forwarded 
or presented direct to such banks and such banks will be required 
to remit or pay therefor at par. Such remittance or payment may 
be made in cash, by bank draft acceptable to the collecting Federal 
reserve bank, by other funds or transfers acceptable to the collec-
ting Federal reserve bank, or by authorizing the collecting Federal 
reserve bank to charge their reserve accounts or clearing accounts." 

The object of this amendment i s merely to clarify the meaning of 

the existing paragraph. 

We recommend that paragraph 6 of Section 7 of Regulation J be 

amended so as to have i t read as follows: 

"(6) The amount of any check for which payment in actually 
and f inally collected funds is not received may be charged back to the 
forwarding bank regardless of whether or not the check i t se l f can be 
returned, but the Federal reserve bank may charge the amount of any 
check not returned unpaid to the reserve account or clearing account, 
as the case may be, of the bank from which such payment was not re-
ceived, and may hold any other property of such bank in i t s possession 
as security for payment of such check. The right so to do shall, how-
ever, be subordinate and without prejudice to a l l other rights of the 
Federal reserve bank upon such reserve account and clearing account and 
to such other property in i t s possession." 

Our reasons for recommending the amendment last mentioned are as 

follows: 

The Federal Reserve Board in promulgating Regulation J has stated 

that i t desires to afford to the public and to the various banks of the 

country a direct, ezpeditidus, and economical system of check collection 
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and settlement of balances and for that purpose has arranged to have each 

Federal reserve hank exercise the function of a clearing house and collect 

checks for such of i t s member and non-member clearing banks as desire to 

avail themselves of the privilege and the Board further required in i t s Regu-

lation that each Federal reserve bank shall exercise the function of a clear-

ing house and collect checks under the general terms and conditions therein-

after set forth and that each member bank and non-member clearing bank shall 

cooperate fully in the system of check clearance and collection for which 

provision is made in the Regulations. When the Federal reserve banks were 

made clearing houses for their member banks we think i t was not contemplated 

that the banks on which checks were drawn should be at liberty to convert 

the checks and place the owners of checks presented through the clearing 

system in the position of creditors of an insolvent bank. This amendment 

is suggested from the point of view that the Federal Reserve Board should 

make provision for holding each member of the clearing house as far as 

possible to i t s obligation to the other members of the clearing house. 

Whenever a check is cancelled by the drawee bank and charged to 

the account of the drawer, the drawer i s by the great weight of authority 

released from l iab i l i ty to the holder and the holder i s required to look 

to the drawee bank. The holder seldom knows or has opportunity to investi-

gate the condition of the bank upon which a check held by him i s drawn. 

Hence, when he i s forced to release the drawer, his original debtor, and 

to assume the position of a creditor of the drawee bank and sustains any 

loss because such baulk fa i l s to remit or pay for a check which has been 

cancelled so that he can neither obtain the return of the check nor collect 

the amount of i t , the holder feels that he has a just cause of dissatisfac-
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tion with the System which has placed hira in this position. 

Since the check collection system was, as we have pointed out 

above, established primarily for the safety, convenience, and "benefit of the 

business public, i t i s highly desirable to avoid losses to the public from 

such a situation whenever i t i s possible to do so and such losses can be 

avoided in most cases if the Federal reserve bank has the right to resort 

to the reserve balance of a fai led member bank and to the proceeds of exist-

ing collateral to protect the holders of checks deposited for collection 

after the prior demands of the Federal reserve banks are satisf ied. 

We consider that the primary purpose of the reserve balance is to 

enable the member barks to meet withdrawals and the principal way in which 

withdrawals are made i s by checks drawn on the member bank, most of which 

are presented through the Federal reserve banks. Hence, the reserve deposit 

of a member bark in the hands of a Federal reserve bank may appropriately 

and consistently within the spirit of the Federal Reserve Act be made 

applicable to the payment of checks presented through the Federal reserve 

banks rather than held as a protection for the general creditors of the member 

bank. 

We are informed that commercial banks in the past, while limiting 

their l i ab i l i ty for failure to collect checks deposited with them, have, 

nevertheless, used any funds or property in their possession belonging to 

the drawee bank for the benefit of endorsers. Practically a l l judicial 

decisions that have come to our attention are in accord in sustaining the 

right of the forwarding bank to do this and we believe that Federal reserve 

banks should adopt the position so sanctioned by the prior usage of commer-

cial banks in collecting checks and afford to the depositors complete pro-

tection against the default of the drawee bank when i t i s practicable to 
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We do not think that this plan, which we recommend, gives any 

undue preference to persons collecting checks through Federal reserve banks, 

for such persons only obtain payment on checks on which the drawers are re-

leased and which are, therefore, deemed paid so far as the drawers, who are 

the depositors of the fai led bank, are concerned. 

Federal reserve banks are frequently under compulsion to forward 

items direct to a member bank known to be in an extended condition. To 

send a messenger to collect in cash in such a case would often result in 

the suspension of the drawee bank, owing to a mere temporary shortage of 

available funds. Yet any other method of collection in such a case might 

constitute negligence and create l iab i l i ty on the part of the Federal re-

serve bank to depositors of checks. The policy we suggest has the advantage 

of reducing such l iab i l i ty , which we believe i s unavoidable in many cases, 

to a minimum. 

« 
For the Federal Reserve Bank of 

Chicago. 

For the Federal Reserve Bank of 
Minneapolis. 

For the Federal Reserve Bank of 
Philadelphia. 

For the Federal Reserve Bank of 
Richmond. 
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I 4 
PROPOSED AM3NBSNT TO REGULATION J. 

(Prepared "by Mr. fryatt in July, 1929, "but not sent out) 

SECTION-V. T3RMS OF COLLECTION. 

The Federal Reserve Board hereby authorizes the Federal reserve 

"banks to handle such checks subject to the following terms and conditions 

and each member and nonmember clearing bank which sends checks to any 

Federal reserve bank for deposit or collection shall by such action be 

deemed (a) to authorize the Federal reserve banks to handle such checks 

subject to the following terms and conditions, (b) to warrant i t s own 

authority to give the Federal reserve banks such authority, and (c) to 

agree to indemnify any Federal reserve bank for any loss resulting from 

the failure of such sending bank to have such authority. 

(1) A Federal reserve bank wil l act only as agent of the bank 

from which i t receives such checks and will assume no l iab i l i ty except 

for i t s own negligence and i t s guaranty of prior indorsements. 

(2) A Federal reserve bank may present such checks for pay-

ment or send such checks for collection direct to the bank on Which they 

are drawn or at which they are payable, or in i ts discretion may forward 

them to another agent with authority to present them for payment or send 

them for collection direct to the bank on which they are drawn or at 

which they are payable. 

(3) A Federal reserve bank may, in i t s discretion and at i t s 

option, either directly or through an agent, accept in payment of or in 

remittance for such checks: 
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(a) Cash, 

(b) Bank drafts, 

(c) Telegraphic transfers of bank credits, or 

(d) Specific authorizations fot such Federal re-
serve hank to charge to the reserve accounts 
or clearing accounts of the paying or remitting 
"banks the amounts for which payment or remittance 
is to "be made. * 

The Federal reserve bank shall not be liable for the failure of the drawee 

bank or any agent to ternit for such checks, nor for any loss resulting from 

the acceptance, in l ieu of cash, of any other form of payment Or remittance 

authorized herein, ndr for the nonpayment of any bank draft, telegraphic 

transfer of bank credit or authorization to charge the reserve account or 

clearing account which may be accepted in payment or as a remittance from 

the drawee bank or any agent. 

*(Foot Note; An authorization to charge the reserve account or 
clearing account of the paying or remitting bank should prefer-
ably be in the form of a bank draft drawn by such paying or 
remitting bank on the Federal reserve bank; but, where deemed 
advisable for practical reasons, and by previous arrangement 
with the Federal reserve bank, an informal authorization may 
be used, provided i t i s in writing, i s for 4 specific amount 
and i s given in remittance or payment for a specific "cash 
letter" or "cash letters." No Federal reserve bank shall 
accept or act upon a general authorization to charge the amount 
of any and a l l checks to the reserve account of a drawee bank." 
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(4) Where a member banlc or a no member clearing bank under-

takes to malce a payment or remittance for checks handled, pursuant to 

the terms of this regulation by draft or other order drawn upon the 

Federal reserve bank or by authorizing the Federal reserve bank to 

charge the amount thereof to the reserve account or clearing account of 

such member bank or no member clearing bank, such draft, order or 

authorization shall be subject to acceptance by the Federal reserve 

bank in i t s discretion, and shall not be deemed a payment or remittance 

until i t has been received by the Federal reserve bank and the charge 

has actually been entered on the books of the Federal reserve bank. Ho 

draft, authorization to charge the reserve account or clearing account, 

or other order upon funds of a paying or remitting bank in the possession 

of a Federal reserve bank, issued for the purpose of paying or remitting 

for checks handled under the terms of this regulation, shall be paid or 

honored after receipt by such Federal reserve bank of o f f i c ia l notice of 

the suspension or closing of such paying or remitting bank for insolvency. 

Where such a charge is made inadvertently after receipt of such notice, 

the book entry may be reversed at any time before the close of business 

on the same day and, when this i s done, the situation shall be deemed to 

be the same as if such charge had never been made. 

(5) Checks received by a Federal reserve bank drawn on i t s own 

member or nomember clearing banks wil l ordinarily be forwarded or present-

ed direct to such banks, and such banks will be required to remit or pay 

therefor at par in one or more of the forms of payment or remittance 

authorized under paragraph (3) hereof. 

(6) Checks received by a Federal reserve bank payable in other 
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d i s t r i c t s w i l l "be forwarded fo r co l l ec t ion upon the terms and condi t ions 

here in provided to the Federal reserve bank of the d i s t r i c t i n which such 

checks are payable . 

(7) Bank drafts received "by a Federal reserve "bank in payment 

of or in remittance for checks handled under the terms of this regulation 

will likewise "be handled for collection subject to all the terms a.nd 

conditions of this regulation. 

(8) The amount of any check for which payment in actually and 

finally collected funds is not received shall he charged "back to the 

forwarding bank, regardless of whether or not the check i t se l f can be 

returned. In such event, neither the owner or holder of any such check 

nor the bank which sent such check to the Federal reserve bank for 

collection shall have any right of recourse upon, interest, in, or right 

of payment from, any fund, reserve, collateral or other property of the 

drawee bank in the possession of the Federal reserve bank. 
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EBDERAL RESERVE BAH 

OF ATLANTA 

March 13, 1930. 

Mr. Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt: 

I. thank you for your telegram, advising 
that the Supreme Court has sustained the Circuit 
Court of Appeals in the case of Early. Receiver, 
v. Federal Reserve Bank of Richmond. Needless 
to 'say, I was disappointed as well as surprised. 
I subscribe to the ,U. S. Daily and wi l l , of course, 
look forward with interest to the issue of March 
13, in which you state that the opinion will be 
published in fu l l . 

Even though the decision i s based upon 
the provisions of the Richmond Bank's check collec-
tion circular and no reference i s made to Regula-
tion J, I am afraid that i t s consequences wil l be 
far reaching. 

I take the liberty of suggesting that 
you consider the advisability of calling a conference 
of counsel as soon as convenient. I feel sure 
that in Atlanta we will be in doubt as to the safe 
and proper procedure to be followed in the future. 

With personal regards, I am 

Very truly yours, 

(Signed) Robt. S. Parker. 

RSP/w. 
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March 13, 1930. 

Mr. M. G. Wallace, Counsel, 
Federal Reserve Bank of Richmond, 
Richmond, Virginia. 

Dear Mr. Wallase : 

Please accept my sincere congratulati. ons upon your victory in 
the Early case. 

I congratulate you "because you have won a victory in a case 
in which nearly everybody, including myself, was against you and hoping 
that you. would lose. However, to he entirely frank, I mast say that I 
can not he very enthusiastic about your victory because I fear i t s con-
sequences. 

Mr. Justice Holmes did exactly what I feared, and said in the 
opinion that : 

"The language of the circular pointed to the de-
positor's interest- for the cash letter that was to be 
charged was merely another name for the checks that the 
let ter contained. The existence of the power must be as-
sumed to have been one of the considerations inducing the 
owner of the check to give the Richmond bank authority to 
send i t directly to the drawee. All parties must be taken 
to have understood that in the event that happened i t was 
the duty of the Richmond bank when i t knew the facts to 
charge the reserve account of the South Carolina bank, and 
i f so the account should be charged." 

If within the period of the statute of limitations, the Federal 
Reserve Bank of Richmond, or any other Federal reserve bank which reserved 
the right to charge checks to the reserve balance at any time, has failed 
to do so, even after the insolvency of the drawee bank, I should dislUgB 
very much to have to defend such Federal reserve bank in a suit for the 
amount of such checks on the ground that i t was negligent in not exercis-
ing i t s right to charge them to the drawee bank's account. Fortunately, 
Mr. Justice Holmes made no reference to Regulation J, but based his de-
cision entirely upon the terms of your check collection circular. In 
view of these facts, I hope that Federal reserve banks which #id not re-
serve the right to charge checks to the reserve account at any time will 
be able to distinguish this case; but I fear that they will have suits 
against them nevertheless, just as they had many suits growing out of 
the Supreme Court's decision in the Malloy case. Let ua hope that my 
fears are unjustified and that no such unfortunate results wi l l follow. 

Very truly yours, 

WW OMC 

Walter Wyatt, 
General Counsel. 
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Of ATLANTA 

March 15, 1930. 

X-6595-c 

Mr. Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt: 

I have read with care the decision of the 
Supreme Court in the Early case as reported in the 
U. S. Daily. The decision is much less harmful 
than I had anticipated. As stated in your wire, 
the opinion i s predicated solely upon the provisions 
of the Check Collection Circular of the Richmond 
bank and the effect of Regulation J was not considered. 

Much of the dealsion may be helpful. For 
example, the statement that "all parties must be 
taken to have dealt upon the terms of the Circular" 
and "the latter"(Richmond bank.) "received the checks 
for collection with responsibility only for i t s own 
negligence." 

Of course the decision brings to the fore 
the much mooted question as to whether or not a 
Federal Reserve Bank, having the power under Regula-
tion J to charge reserve accounts at any time, e tc . , 
would be liable for a failure to make such reservation 
in i t s check collection circular. Fortunately, how-
ever, the Regulation has i t s e l f been changed and the 
danger of suits based upon causes of action ante-
dating the effective date of the revised regulation 
i s rapidly diminishing. The court makes i t perfectly 
plain that, in i t s opinion, i t was the 'Euty of the 
Richmond Bank, when i t knew the facts, to charge the 
reserve account of the South Carolina Bank." A 
related question i s whether i t might not have been the 
duty of other Federal Reserve Banks to have made 
similar reservations for the protection of "depositors' 
interests". 

While the Federal Reserve Bank of Atlanta 
in i t s old Collection Circular reserved the right to 
charge reserve accounts, such right was so limited 
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as to be applicable only to cash letters for which 
remittances had not been received in accordance 
with the time schedule. 

Since reading the decision the necessity 
for a conference of counsel on this particular iflatter 
i s not so apparent as appeared when the news of the 
decision f i r s t reached me. I do think, however, that 
careful consideration should be given the further re-
vision of Regulation J in accordance with the sug-
gestions which have been submitted. Personally, I 
believe that a revision along the lines mapped out 
at the last conference would be advisable. Whether 
or not s tr ic t ly necessary from a legal standpoint, 
such further change might prevent future l i t igation. 

With regards, I am 

Very truly yours, 

(Signed) Robt. S. Parker. 

RSP/w, 
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FEDERAL RESERVE BAM x 

Of RICHMOND 

March 15, 1930. 

Federal Reserve Board, 
Washington, D. C. 

Attention: Mr. Walter Wvatt. General Counsel. 

Dear Mr. Wyatt: 

I received your letter of March 13th and 
appreciate highly your congratulations. I know that 
you cannot "be enthusiastic about the opinion of 
the court, but after reading i t I am fo l ly persuaded 
that you were right when you told me that Justice 
Holmes was perhaps the ablest member of the court. 
I sincerely hope that none of the other Federal 
Reserve banks wil l find themselves in d i f f icul t ies 
because of this decision, but I think you are right 
in saying that i t would be di f f icul t to defend a 
Federal Reserve bank which had reserved in i t s 
circular a right to charge cash letters to the 
reserve account but had not make this charge after 
the member bank failed. 

With kindest regards, I am, 

Very truly yours, 

(Signed) M. G. Wallace, 
Counsel. 

MGW L 
# 

¥ 
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OF RICHMOND 

March 18, 1930. 
Federal Reserve Board, 
Washington, D. 0. 

Attention: Mr. Walter Wyatt. General Counsel* 

Dear Mr. Wyatt: 

I have your letter of March 17th enclosing a copy of the decision 
of the Supreme Court of the United States in the case of Early, Receiver, 
v. Federal Reserve Bank of Richmond, and I notice your request for my views 
as to the advisability of calling a conference of the Counsel of a l l Federal 
Reserve "banks at an early date. 

I have no fixed engagements for the next s ix weeks except a case 
in Charlotte, IT. C,, on April 17th. The case may consume several days so 
I should not like to make an engagement between April 15th and April 20th. 
Therefore, any time fixed for a conference will "be agreeable to me. 

I realize that my view of the present situation i s so different 
from that of Mr. Parker and others that my opinions as to the advisability 
of a conference are of l i t t l e value, but I cannot see that anything can be 
accomplished by a conference of Counsel at the present time. Then we held 
our last conference, we had the opinion of the Circuit Court of Appeals be-
fore us. The opinion of the Supreme Court i s based upon substantially 
similar grounds. The language of Mr. Justice Holmes, to which you allude in 
your let ter , i s no stronger than that used by Judge Parker in the Circuit 
Court of Appeals. The latter says: 

"The owners had the right to demand that they (the checks) be 
charged against the drawee's account and that the balance in that 
account be applied by the Federal Reserve Bank to their payment." 

If the owners had the right to demand that the checks be charged to the 
reserve balance, then obviously i t was a duty of the Federal Reserve Bank 
to make the charge. I t therefore seems to me that Mr. Justice Holmes and 
Judge Parker have said in substance the same thing. 

At our last conference I believe we assumed as a basis of proceeding 
that the opinion of the Circuit Court of Appeals was for the time being 
the law and our chief discussion was as to the policy of continuing to employ 
contracts or circulars which might be construed as the Circuit Court of 
Appeals construed the circular of this bank. I t "therefore seems to me that 
any conference held at present could result only in a reargument of questions 
of policy which could more appropriately be considered by the Governors. 

I would suggest, therefore, that i f a conference of Counsel i s 
called, i t should be called to meet either at the same time or after the next 
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Mr. Walter Wyatt, 
Federal Heservo Board, 
Washington, D. C. -3 - March 18, 1930. 

conference of Governors. 

With "best personal regards, I remain, 

Very truly yours, 

(Signed) M. 6. Wallace, 
Counsel. 

MG-i? 1 
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FEDERAL RESERVE BANK *, r - a S 'A i U 
OF 

ST. LOUIS March 18, 1930. 

Mr. Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

RE:- EARLY vs. F.R.B. OF RICHMOND 
Dear Mr. "Tyatt: 

I have just received your letter of March 17th enclosing copy of the 
opinion in the EARLY case, and, as requested, am hurriedly giving you my f irs t 
impression of the ef fect of the opinion on future l i t igation. 

The Court had before i t the provisions found in Paragraph 4 of the 
Sec. V of Regulation 'J1 authorizing: 

"Any Reserve bank to reserve the right in i t s Check Collection 
Circular to charge such items to the reserve or clearing account of 
any such bank, at any time, when in any particular case the Federal 
Reserve Bank deemed i t necessary to do so;" and 

the Richmond circular, in which this right was expressly reserved. Further, 
while i t i s not referred to in the opinion, the Richmond bank ( i f I am coa>» 
roctly informed) was using the schedule date •charge account method' ex-
clusively. 

I have no criticism to offer to the opinion based on what the Court 
had before i t . I believe the reasoning i s logical, and the opinion sound. 

I t i s unfortunate that the Court had to lay such special stress on 
the duty of the Richmond bank to make the charge; for, while I think i t clear, 
from the context of the paragraph in which the word duty is used, the Court 
had in mind the right and duty uhder the Richmond circular. Nevertheless, i t 
might be plausibly argued that since the Regulation gives to the Be serve Bank 
the authority to reserve this right in i t s check collection circular, i t i s 
the duty of the bank to charge the item against the reserve account irrespective 
of whether i t has reserved the right to do so in i t s circular letter . 

Some Court, adopting this suggestion, might hold that since the Regular-
tion gave the authority to a Federal Reserve bank to reserve this right, i t 
would be liable for any loss occasioned by i t s failure to reserve the right in 
i t s circular letter, and, to charge the reserve account when occasion demanded i t . 

I think a l l of us had this possibil ity in mind when the changes in 
Regulation 'J' were recommended at our last Conference, later approved by the 
Governors' Conference, and, adopted by the Federal Reserve Board. (See Board 
letter X—6389, dated Oct. 16, 1929, and the indefinite postoonment of these 
amendmentsi Mr. McClelland's telegram of Dec. 17, 1929.) 

!7e have always operated under the remittance plan instead of the charge 
account plan, nevertheless, after the Early suit was brought, we changed our 
Circular letter by eliminating this reservation. 

I believe with the suggested changes in the Regulation, and, the 
elimination of this reservation from the circulars, the EARLY opinion will not 
give the System any trouble. Nevertheless, the question is one of such ever Digitized for FRASER 
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present concern, I "believe i t would, be well worth while to go over this 
question in Conference of Counsel to determine whether, in the light of the 
Early opinion, we have safe-guarded the banks in every known way. 

The forgoing comments represent my views after a very hasty study 
of the opinion. 

With kindest regards, 

Very truly yours, 

(Signed) Jas. Or. Mc Corikey, 
Counsel. 
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LOCKE, LOCKE, STROUD & BMDOLPH, i f 
American Exchange Building, 

DALLAS, TEXAS. 

March 19, 1930. 

Federal Reserve Board, 
Washington, D. C. 

Attention:. Walter Wyatt, General Counsel. 

Gentlemen: 

We have your letter of March 17, 1930, enclosing a copy of 
opinion in the case of Federal Reserve Bank of Richmond v. Early. 

As we view the matter, tho opinion rests entirely upon the 
contractural provision of tho portion of the circular of tho Federal 
Reserve Bank of Richmond quoted in the opinion and, in our minds, we 
cannot help "but emphasize tho statement of the supremo court immediate-
ly preceding this quoted provision as follows: 

"The relations "between the two "banks were fixed "by 
the following terms of a circular of the Richmond "bank 
which were authorized "by law and agreed to "by the other." 

Under these circumstances, to our minds, the opinion "becomes 
a fact decision and we are inclined to believe wil l possibly result 
in more good than harm to the system in that i t upholds the rights 
of Federal reserve "banks to effect contractural relations of this 
character. 

nevertheless, the language employed by Mr. Justice Holmes 
referred to in the second paragraph of your letter i s not unlikely 
to cause a great deal of l i t igation and, therefore, wo agree with 
Mr. Parker that some uniform and concerted action should he token 
to reduce l i t igat ion arising from this case to a minimum. Such 
action, we think, can best "be had as a result of a conference as 
suggested "by Mr. Parker. 

Very truly yours, 

(Signed) Locke Locke Stroud & Randolph. 

EBS:m 
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LOCKE, LOGO, STROUD & RANDOLPH, 
American Exchange Building, 

DALLAS, TEXAS. 

April 9, 1930. 

Walter Wyatt, General Counsel, 
Federal Reserve Board, 

Washington, D. C. 

Dear Mr. Wyatt: 

We hand you herewith copy of a letter addressed 
to the Federal Reserve Bank of Dallas by the firm of Breed, 
Abbott and Morgan of New York, together with a copy of our 
reply thereto. This i s one of several similar letters which 
we have received since the failure of The Texas National 
Bank of Ft. Worth. Likewise, since the decision in the 
Early case, similar questions are developing in connection 
with each failure. 

The Texas National Bank of Ft. Worth i s indebted 
to the Federal Reserve Bank of Dallas for a considerable sum. 
The receiver i s ready to retire the indebtedness, and in the 
event he does BO he will of course wish to offset a l l sums held 
by the Federal Reserve Bank of Dallas, including reserve bal-
ance (now containing deferred items), capital stock refund 
and collections on collateral. The question which presents 
i t s e l f i s whether or not, under the circumstances, a Federal 
Reserve bank should hold sufficient money to protect i t s e l f 
against any possible l iab i l i ty on the cash letters involved. 

In view of the fact that these questions are arising 
so frequently and involve, at least in this instance, rather 
large sums, we are calling the matter to your attention and 
renewing the suggestion made some time ago by Mr. Parker that 
a conference be called to consider these questions. We believe 
that a conference should be a joint conference, with a represents 
ative of the Comptroller's off ice , and with a view of attempt-
ing to reach some amicable agreement on just how these matters 
should be handled. 

P 

While we strongly recommend that a ful l conference 
of a l l counsel be called, we think, i"f the board should not 
be willing to do this, i t would be well to call a conference 
of counsel of some five or six Federal Reserve banks, which 
we would say should at least incltide Dallas, Kansas City, 
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Atlanta and. San Francisco ( we s u r e s t these banks "because 
we believe the question i s arising more frequently in these 
distr icts , but, as stated, we feel that a l l counsel should 
be included in the conference i f possible), for the purpose 
of conferring about these matters and possibly arranging 
some mutually satisfactory solution of the matter with the 
off ice of the Comptroller of the Currency. 

Yours very truly, 

EBS-h 
ends . 

(Signed) Locke Locke Stroud & Randolph 
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BREED, ABBOTT & MORGAN 

15 Broad Street 

Hew York 
March 29, 1930. 

Federal Reserve Bank of Dallas, 
Dallas, 
Texas. 

re Receivership of Texas national Bank of Fort Worth 

Gentlemen: 

Our cl ient, M. C. D. Borden & Sons, Inc., received from 
the Monnig Dry Goods Company, one of i t s customers, a check dated 
January 24, 1930 for the amount of $1204.09, drawn "by them on the 
Texas National Bank of Fort Worth. 

This check was deposited in the Bank of Manhattan Trust 
Company on January 27, 1930 and then forwarded "by them in the usual 
course of "business. I t i s reported to have reached your bank, where 
on January 30th i t was forwarded by you in your regular caah letter 
to the Texas National Bank of Fort Worth, by whom i t was received 
on January 31, 1930. The Texas National Bank of Fort Worth there-
upon appears to have charged i t to the account of the Monnig Dry 
Goods Company and then to have forwarded to you i t s draft drawn on 
yourselves in the sum of $45,931.26, which included said.sum of 
$1204.09. This draft we have been told was not paid by your bank 
due to the intervening receivership of the Texas National Bank of 
Fort Worth. 

We are interested in determining whether our client, 
M . C. D. Borden & Sons, Inc., or i t s customer the Monnig Dry Goods 
Company should stand the loss and prove i t s claim as a general 
creditor against the Texas National Bank of Fort Worth. In order 
to do this i t i s necessary for us to ascertain certain facts in 
regard to the general practice used in your local i ty in transmitting 
and collecting checks. We should appreciate i t greatly i f you 
would be so kind to help us in this matter and le t us know the 
following: 

1. Whether any agreement exists between your bank 
and the Texas National Bank of Fort Worth with respect to 
such collections. 
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Federal Reserve Bank -2- March 29, 1930. 

2. Whether this agreement i s in the nature of a circular 
of your "banlc which was authorized "by law and agreed to by the Texas 
national Bank of Fort Worth to the effect that: 

u Checks received by us drawn on our member banks 
wil l be forwarded in cash letters direct to such banks 
and each member bank will be required either to remit 
therefor in immediately available funds or to provide 
funds available to us to meet such cash letters within 
the agreed transit time to and from the member bank. 
Therefore, the amount of any cash letter to a member 
bank i s chargeable against available funds in the re-
serve account of such member at the expiration of such 
transit time, which date will be shown on each cash 
letter . The right i s reserved, however, to charge a 
cash letter to the reserve account of a member bank at 
any time when in any particular case we deem i t necessary 
to do so." 

(The above wording i s taken from the recent case, No. 12,301, 
of Early v. Federal Reserve Bank of Richmond, decided by the 
Supreme Court of the United States on March 12, 1930). 

3. What action, i f any, has been taken since the 
receivership by your bank in respect to any funds or reserve 
balance held by you for the account of the Texas National Bank of 
Fort Worth. 

4. Whether the balance of the Texas National Bank of 
Fort Worth in your hands at the time of the receivership was greater 
than the amount of their said draft for $45,931.26. 

5. What disposition was made by your bank in regard to 
this draft for $45,931.26 drawn on yourselves by the Texas National 
Bank of Fort Worth. 

We thank you for any information you can give us in this 
matter. 

Yours very truly, 

(Signed) Breed, Abbott & Morgan. 
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April 9, 1930. 

Messrs. Breed, Abbott & Morgan, 
15 Broad Street, 

New York City. 

Gentlemen: 

Your letter of March 29, 1930, address to the 
Federal Reserve Bank of Dallas, has "been referred to us for 
reply. 

In response to question No. 1 propounded in your 
letter, we are enclosing for your information a copy of the 
curreat circular on transit operations. This circular con-
tains the only agreement of any kind between the Federal 
Reserve Bank of Dallas and fhe Texas National Bank of Ft, 
Worth concerning transit operations. 

The second question propounded in your letter is 
perhaps answered in the circular which we enclose. However, 
you will observe that the Federal Reserve Bank of Dallas has 
no such provision as that referred to in the case of Early 
v. Federal Reserve Bank of Richmond. In this connection, 
we might advise that the Federal Reserve Bank of Dallas has 
never followed the plan of collection which was in use by the 
Federal Reserve Bank of Richmond at the time of the develop-
ment of the facts in the Early case. The Federal Reserve 
Bank of Dallas has for many years followed the plan which is 
generally outlined in the circular enclosed. The Federal 
Reserve Bank of Richmond and the Federal Reserve Bank of 
Philadelphia are, in so far as we know, the only two banks 
of the twelve Federal Reserve banks that ever followed the 
plan involved in the Early case, and we understand those two 
banks have now abandoned that plan. 

We think it improper to give you the information 
called for in the third question of your letter, inasmuch as 
a full reply would divulge information of a more or less coj>-
fidential nature between Federal Reserve Bank of Dallas and 
the receiver of The Texas National Bank of Ft. Worth. We have 
no objections whatever to your having the information, and if 
the receiver wishes to give it to you, it will be agreeable 
in so far as the Federal Reserve Bank of Dallas is concerned. 

We doubt the propriety of giving you the information 
called for in the fourth paragraph of your letter, but we can 
say to you, generally, that the balance in the reserve account 
of The Texas National Bank of Ft. Worth at the time it suspended 
business is now the question of dispute between the Federal Re-
serve Bank of Dallas and the receiver of The Texas National Bank 
of Ft. liorth. T&e latter claims a balance in said account of 
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approximately $12,000; the Federal Reserve Bank of Dallas, 
on the other hand, on account of circumstances in which 
you are not interested, contends that said account is over-
drawn in the sum of approximately $38,000. In addition to 
the reserve account, The Texas National Bank of Ft. Worth 
had a deferred account, consisting of checks and drafts in 
process of collection, containing sums sufficient, irrespect-
ive of the contentions of the receiver of $he Texas National 
Bank of Ft. Worth or the Federal Reserve Bank of Dallas, to 
have made a sum in excess of $46,000. The amounts of the de-
ferred account, however, could not have been withdrawn "by The 
Texas National Bank of Ft. Worth without the consent of the 
Federal Reserve Bank of Dallas at the time the Ft. Worth bank 
suspended business. 

In response to the inquiry contained in the fifth 
question of your letter, we may advise that the checks for 
which the $45,931.26 draft was drawn were forwarded to The 
Texas National Bank of Ft. Worth on the night of January 30, 
1930. Under the plan of collection in force and followed by 
the Federal Reserve Bank of Dallas, remittance for these items 
was due February 1, 1930. The Texas National Bank of Ft. 
Worth was open until the close of business on January 31, 1930, 
and was closed by its board of directors either on the night 
of January 31, 1930, or in the early morning of February 1, 
1930. In any event, The Texas National Bank of Ft. Worth 
did not open for business on February 1, 1930, and the Federal 
Reserve Bank of Dallas was advised officially that the bank 
was closed immediately following the action of the board of 
directors in ordering its close. The draft for $45,931.26 
(if such was the amount) was not received by the Federal Re-
serve Bank of Dallas until February 1, 1930, after the Federal 
Reserve Bank of Dallas had been officially advised that The 
Texas National Bank of Ft. Worth was closed, and, accordingly, 
the Federal Reserve Bank of Dallas could not pay the draft, 
and thereupon immediately charged back to its endorsers the 
items forwarded on January 30, 1930. 

We hope that the foregoing information will be 
sufficient for your purposes. We do not care to conceal any 
information whatever. The only reason that we are not giving 
you more detailed information is because of the fact that we 
feel a confidential relationship to exist between the Federal 
Reserve Bank of Dallas and its member banks, or, in the event 
the member bank is closed, the receiver thereof. 
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The Federal Reserve Bank of Dallas, since about 
1921, has followed the plan of forwarding items for collection 
and remittance, and while the details of the circulars have 
been changed from time to time, the Federal Reserve Bank of 
Dallas has never at any time followed the plan of charging 
checks sent for collection to the accounts of the drawee banks, 
as was the practice of the Federal Reserve Bank of Richmond 
until a year or two ago. A number of cases have arisen with 
Federal Reserve "banks following a plan identically similar 
to the plan of collection followed by the Federal Reserve Bank 
of Dallas, which no doubt you have seen in your investigation. 

If we have not clearly answered your questions, or 
in the event you desire further information which we can 
properly give you, please advise. 

Yours very truly, 

BBS-h 
ends. 
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LOCKE, LOCKE, STROUD & RANDOLPH, 
American Exchange Building, 

DALLAS, TEXAS, 

April 25, 1930. 

Federal Reserve Board, 
Washington, D. C. 

ATTENTION MR. WALTER WYATT, GENERAL COUNSEL. 

Dear Mr. Wyattj 

The Indebtedness of the Texas National Bank of Fort 
Worth to the Federal Reserve Bank of Dallas is rapidly being 
liquidated to the point where the Federal Reserve Bank can 
entirely liquidate the debt by making application of the re-
serve balance. 

The Texas National Bank of Fort Worth failed to open 
on the morning of February 1st. January 30th the Fedeisl 
Reserve Bank sent a cash letter aggregating approximately 
$49,000*00, remittance for which was due on the morning of 
February 1st* 

As we have previously advised you, several claims 
of liability have been asserted against the Federal Reserve Bank 
of Dallas on the strength of the case of Federal Reserve Bank 
of Richmond vs. Early* 

Inasmuch as the reserve balance of the Texas 
National Bank of Fort Worth with the Federal Reserve Bank of 
Dallas amounts to approximately $90,000.00, we are in doubt 
as to whether we should apply against the rediscount liability 
the whole of the amount or only that portion in excess of 
$49,000.00. 

We have not heard from you with reference to the 
conference which Mr. Parker suggested sometime ago and which 
we likewise suggested, We would appreciate being advised what 
you propose to do in this respect, and in the event you do 
not comtemplate calling a conference within the immediate future 
we would appreciate your letting us know what other Federal Re-

. serve Banks have done under similar circumstances. 

Very truly yours, 

Locke Locke Stroud & Randolph. 

EBSjg 
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TELEGRAM 

EBDERAL RESERVE SYSTEM 
(LEASED WIRE SERVICE) 

RECEIVED AT WASHINGTON, D. C. 

243 gb 

Dallas Apl 29 245 p. 
Wyatt 

Washington 

It is my thought agreement could be obtained with comptrollers 

office permitting reserve banks to withhold amount of cash letters 

involved from the reserve balance a reasonable time to determine 

whether or not litigation will ensue however believe this is a 

matter which should receive consideration by various reserve banks 

before any attempt made to secure such agreement. 

S troud 

411p 
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April 29, 1930. 

Stroud, 
Dallas. 

Your letter April 25 urging conference of counsel re Early decision. 
Action on matter has been delayed here owing to pressure of other mat-
ters. Will bring matter to Board's attention at first opportunity 
and wire you result. There is quite a difference of opinion among 
counsel as to advisability of holding conference. Since it has never 
reserved right to charge reserve account, see no reason why your bank 
should be concerned over decision in Early case. 

ffyatt 

WW sad 
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FEDERAL RESERVE BAM OF SAU FRA2TCISC0 

April 18, 1929. 

Walter Wyatt, Esq., 
General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt: 

As you know, I had to go to Pocatello on my way "back to 
San Francisco to argue a case "before the Supreme Court there. My return 
here was thus delayed until the 15th instant . 

Since my return, I have discussed with the officers of 
this bank, particularly with Mr. Clerk, the suggested amendment to para-
graph 6, Section V of Regulation J, adopted at the recent Conference of 
Counsel. 

Mr. Clerk and I both feel (and in this conclusion 
Governor Calkins concurs) that it would be well to add to this paragraph 
a provision definitely stating that drafts, or other forms of payment 
from reserve balances of remitting banks, will not be functioned after 
receipt by the Federal Reserve Bank of notice of suspension of the re-
mitting bank. The addition of such a provision would remove from the 
paragraph in question all doubt as to whether or not such charges against 
reserve balances are optional with the Federal Reserve Bank after notice 
of suspension. 

A situation might very easily arise where the remitting 
bank would forward to the Federal Reserve Bank an authorization to charge 
or a draft upon its reserve balance which would be received simultaneously 
with o# after notice of suspension of the remitting bank. As the 
Regulation with the amendment auggested by the Conference of Counsel reads, 
there would still be room for argument as to whether or not the Federal 
Reserve Bank should have charged the items back. While it is true that 
the Regulation with the suggested amendment states that the owner or 
holder of a cash item shall have no proprietary right in funds of the 
remitting bank held by the Reserve Bank after the item is charged bade, 
the question still arises as to whether or not the act of charging back 
was proper where the Reserve Bank had possession of a draft against 
sufficient collected funds issued before but received after notice of 
suspension. 

In the case of Reserve Banks which have in the past 
adopted an equivocal attitude in the treatment of reserve balances, the 
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Regulation with the amendment suggested by Counsel still leaves open the 
question of whether or not in a given case cash items should "be charged 
hack, and, if not charged back, the provisions of the Regulation would not 
apply. The amendment suggested by Mr. Clerk and myself would remove all 
option in such a case. We have accordingly wired you today as per en-
closed copy. 

We believe that paragraph 6 of Section V, Regulation J, 
would be materially strengthened by adding at the end thereof the follow-
ing sentence: 

"No draft, authorization to charge or other order 
upon funds of a remitting bank in the possession of a 
Federal Reserve Bark, issued for the purpose of set-
tling items handled under the terms of this Regulation, 
will be paid after receipt by such Federal Reserve Bank 
of notice of suspension of such remitting bank." 

This section, with the suggested addition, would then read as follows: 

"(6) The amount of any check for which payment in 
actually and finally collected funds is not received 
shall be charged back to the forwarding bank, regardless 
of whether or not the check itself can be returned. The 
owner or holder of any such check so charged back shall, 
in such event, have no right of recourse upon, interest 
in or right of payment from any fund, reserve, collateral 
or other property in the possession of the Federal Re-
serve Bank. Uo draft, authorization to charge or other 
order upon funds of a remitting bank in the possession 
of a Federal Reserve Bank, issued for the purpose of 
settling items handled under the terms of this Regula-
tion, will be paid after receipt by such Federal Re-
serve Bank of notice of suspension of such remitting 
bank." 

You will notice that in the suggested addition we have used the 
phrase "issued for the purpose of settling items handled under the terms of 
this Regulation." This phrase was used in order to remove all doubt as to 
the right to offset existing on the part of the Federal Reserve Bank for 
cash items in which the Federal Reserve Bank itself had a proprietary in-
terest • In view of the fact that the entire Regulation and the paragraph 
entitled "Terms of Collection," refer only to items handled as agent, this 
phrase may be considered an excess of caution. We believe, however, that 
its use is justifiable. 

Mr. Clerk desires to call to your attention the fact that, while 
the Federal Reserve Board has not issued any regulation governing hon-cash 
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collections, the circulars of all Federal Reserve Banks relating to such 
matters must be uniform in certain terms which are approved, by the Federal 
Reserve Board. It will, of course, be necessary, for the same reasons 
hereinabove stated, to include in the non-cash collection circulars issued 
by the several Federal Reserve Banks the statement relating to the dishonor 
of settlement drafts received after suspension of the drawer. This is a 
matter with which you are not directly concerned, but which you will probably 
desire to call to the attention of the Standing Committee on Collections. 
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WYATT April 18, 1929 
R5S3RV3 BOARD 

WASHINGTON 

After careful consideration suggested, amendment paragraph 6 section 
V Regulation J adopted at recent Conference Counsel, officers this "bank 
and I agree that right to charge against reserve "balances in settlement 
cash item transactions after notice suspension of remitting bank should 
"be made more definite. Therefore suggest that in redrafting this paragraph 
for consideration Board following provision he added to paragraph 6 

"No draft, authorization to charge or other order upon funds 
of a remitting "bank in the possession of a Federal Reserve 
Barilc issued for the purpose of settling items handled under 
the terms of this Regulation, will "be paid after receipt 
"by such Federal Reserve Bank of notice of suspension of such 
remitting hank." 

AG-HEW 
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May 6, 1929. 

Walter Wyatt, Esq., General Counsel, 
Federal Reserve Board, 

Washington, B.C. 

Dear Mr. \7yat t: 

Receipt is acknowledged of Mr. Vest's letter of April 15, 
enclosing two copies of the record of proceedings of the Conference of 
Counsel of all Federal Reserve Banks held on April 1 and 2. 

Since the conference I have thought a great deal about the 
amendments to Regulation J recommended "by the majority committee. As 
a result, I would like to suggest, first, that a slight change he made 
in the phraseology of the proposed amendment to paragraph (4) of Section 
V and, second, that no amendment to paragraph (6) of Section V he made 
hut that this paragraph he left as it now is in the existing regulation. 

The suggested change in phraseology of paragraph (4) of Section 
V is indicated "below: 

Small type indicates amendments to paragraph 
(4) of Section V of Regulation J as 
recommended hy majority committee. 

Proposed new matter is in CAPITALS. 
Matter proposed to he stricken out is indi-
cated hy . 

(4) Checks received hy a Federal Reserve Bank on its 
member or nonmember clearing hanks will ordinarily he for-
warded or presented direct to such hanks and such hanks will 
he required to remit or pay therefor at par. Such remittance 
or payment may he made in cash, OR hy bank draft acceptable to 
the collecting Federal Reserve Bank, OR WITH THE COHSEHf OF THE 
COLLECTING FEDERAL RESERVE BAM BY AUTHORIZED CHARGES AGAINST 
BALANCES WITH IT, OR by other funds or transfers acceptable to 
the collecting Federal Reserve Bank 9r-by-satherieing-the-eol-
lecting-Federal-Reserve-Bahk-to"" charge-their~reserve~accounts-
or-elearing-aeeeunts. 

The principal purpose of this change is to make it clear that 
payment may not be made by authorizing the Federal Reserve Bank to charge 
unless this is satisfactory to the Reserve Bank. Mr. Leedy of Kansas City 
called jay attention when we were in Washington to the need for some change 

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



v. su#- i-2-
X-6596-a 

Federal Reserve Bank of New York _2_ Walter Wyatt, Esq. May 6, 1929. 

for this purpose. The proposed change will also have the effect of making 
the language "broad enough to cover payment by means of authorizations to 
charge accounts other than those of the drawee banks. My impression is 
that it is the present practice of certain member hanks in other districts 
to pay their cash letters "by having their correspondent banks authorize 
the Federal Reserve Bank to charge the reserve accounts of such corres-
pondents . 

I think that paragraph (6) of Section V of the existing regu-
lation should "be left unchanged because no amendment is necessary in order 
to carry out the general policy approved by the majority committee. 

My understanding of the argument for an amendment is that, as 
the regulation now stands, when a member bank fails without having remitted 
for cash letters it is unsafe for the Federal Reserve Bank to do what it 
should do in order to carry out the general policy recommended by the ma-
jority committee (i.e., turn over to the Receiver of the failed member bank, 
in so far as not needed to pay indebtedness due to the Federal Reserve Bank 
in its own right, any balance in the member bank's reserve account and any 
collateral security which has been pledged by the member bank to the Federal 
Reserve Bank); and that this is due to the uncertainty as a matter of law 
whether such reserve balance and such collateral security should be turned 
over to the Receiver or should be applied in payment of*unremitted-for 
items drawn on the failed bank, this uncertainty being due mainly to the 
recent decisions in the eases of Midland National Bank & Trust Company v. 
The First State Bank of Sioux Falls 223 N.W. 374 (Supreme Court of Minnesota), 
and Early v. Federal Reserve Bank of Richmond 30 Fed. (2nd) 198 (Circuit Court 
of Appeals, Fourth Circuit). It seems to me, however, that this attributes 
to these two decisions a broader scope and effect than they really have. 

The Midland Bank case involved the interpretation of a specific con-
tract under which securities were pledged as collateral, and the Federal 
Reserve Banks can avoid its effect by using a different form of contract of 
pledge containing express language showing an intent to exclude from the 
liabilities secured thereby any liabilities upon checks received by the Fed-
eral Reserve Banks as collecting agents or upon instruments given in payment 
of such checks. 

An analysis of the opinion of the Circuit Court of Appeals in the 
Early case shows clearly, I think, that the court based its decision upon 
the fact that the failed member bank had, by agreeing to the terms of the 
Federal Reserve Bank of Richmond's then effective check collection circular, 
authorized the Reserve Bank to charge cash letters against the member bank's 
reserve account at the expiration of the designated transit time or at any 
other time the Reserve Bank deemed it necessary to do so. In other words, 
the decision is based on the fact that the Federal Reserve Bank of Richmond 
was using the so-called "charge" system in collecting the checks involved. 
Since the time of the events involved in the Early case the Federal Reserve 
Bank of Richmond has adopted the "remittance" system and all Federal Reserve 
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Banks are now collecting checks on that system. It seems to me that as to 
any cases likely to arise in the future the decision in the Early case will 
not only not "be considered a precedent for the application of reserve "bal-
ances to the payment of unremitted-for items, but will be a strong authority 
against such application. 

I am aware that the following cases might be used to support an 
argument that a Federal Reserve Bank has the right, if it so desires, to 
apply the reserve balance of a failed member bank in payment of unremitted-
for items drawn on such member bank: Storing v. First National Bank; of 
Minneapolis 28 Fed. (2d) 587 (C.C.A., 8th Circuit); Keyes, Receiver, v. 
Federal Reserve Bank of Minneapolis (unreported decision U.S.B.C., for the 
District of Minnesota, 1927); Federal Reserve Bank of "Minneapolis v. First 
National Bank of Eureka, S. D., 277 Fed. 300 (U.S.D.C., for the District of 
South Dakota, Northern District, 1921). For various reasons, however, I do 
not believe that these cases would be entitled to ranch weight in an attempt 
to establish that Federal Reserve Banks mast apply failed member banks' res-
erve balances in payment of unremitted-for items; and consequently I believe 
that these decisions need cause no real embarrassment to Federal Reserve Banks 
in carrying out the general policy recommended by the majority committee of 
counsel. For example, one of the reasons I have in mind is that the three 
cases just mentioned involved for the most part checks drawn on other banks, 
which checks had been sent to and collected by the failed banks thereby in-
creasing the failed banks' assets; whereas the unremitted-for checks involved 
in our problem are those drawn on the failed bank itself, so that the collec-
tion thereof would be accomplished merely by a transfer of the failed bank's 
liability from its depositors to the check owners without any increase in the 
bank's assets. 

As I have already indicated, I am satisfied that no amendment to 
paragraph (6) of Section V of Regulation J is necessary to enable the Federal 
Reserve Banks effectively and safely to carry out the general policy approved 
by the majority commit tee of counsel. Moreover, I think there is great ad-
vantage to all concerned in trying to work out the solution of this intricate 
problem as far as possible by the application of accepted principles of law 
rather than by resorting to regulations that may be considered arbitrary, 
particularly as the purpose of this particular provision of the regulations 
would, be to determine rights as between third parties as well as to protect 
the Federal Reserve Banks. In fact to the outsider the protection afforded 
Federal Reserve Backs would appear to be incidental. It is possible^ of 
course, that further study and future developments may indicate that an 
amendment is advisable, but in determining just what form such amendment 
should take we will then have the benefit of additional knowledge and informa-
tion, including, I hope, a decision by the United States Supreme Court in 
the Early case. 

If any Federal Reserve Bank really feels it now needs additional 
protection in carrying out the general policy approved by the majority 
committee, I think that rather than have the Federal Reserve Board amend 
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Regulation J it would be "better for the particular Federal Reserve Bank to 
incorporate such protective provision as it deems necessary in its check 
collection circular. 

The specific amendment to paragraph (6) of Section V of Regula-
tion J as proposed by the majority committee of counsel is open to the 
objection that it goes beyond the scope of the general policy approved by 
the committee and might affect, even as between third parties, rights and 
property not intended to be affected and having no relation to the general 
policy. The object of the proposed amendment is, as I understand it, to 
make clear that the owners of unremitted-for items have no right to receive 
or require payment of such items out of (a) reserve and clearing balances, 
(b) Federal Reserve Bank capital stock refunds, and (c) collateral pledged 
to secure indebtedness to the Federal Reserve Bank. It is not intended, of 
course, to affect such rights as the owners of the checks mi$it have by 
agreement with other parties with respect to other property, such for example 
as securities held by Federal Reserve Banks in safekeeping for member banks, 
I assume it would be possible to redraft the amendment to this paragraph so 
as to limit its effect to the precise purposes intended, but the result would 
be a long and cumbersome paragraph; and as I have previously indicated I 
think it unnecessary and inadvisable to make any amendment. 

For your information I am enclosing a copy of Governor Harrison's 
letter of May 6, 1929 in reply to the Federal Reserve Board's letter of April 
23, 1929, (X-6296), with reference to the action of the recent Governors' 
Conference regarding proposed amendments to Regulation J. 

Very truly yours, 

(S) Walter S. Logan, 
General Counsel. 

End 
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FBH&RAL E3SERV3 BANK 

OF H3W YORK 

May 6, 1929. 

Federal Reserve Board, 

Washington, B. C. 

S i r s: 

Receipt is acknowledged of your letter of April 23, 1929, 
X-6296, referring to the action taken by the recent Conference of Governors 
upon the report of the Conference of Counsel with regard to the pplicy to 
"be pursued by Federal Reserve Banks in asserting rights In behalf of de-
positors of unremitted-for cash letters against Receivers of insolvent 
member banks. The resolution adopted by the Conference of Governors recited 
that the Governors "approved in substance the majority report of the Confer-
ence of Counsel, with the understanding that, to assist the Counsel of the 
Federal Reserve Board in framing the exact language of any amendments that 
may be found necessary to make the substance of the report effective, each 
Federal Reserve Bank shall be at liberty to call his attention to any local 
arrangement that might "be affected by any such amendments." Your letter 
requests us to advise you whether or not there are any such local arrange-
ments in this district. 

We have no "local arrangement" such as is intended to be referred 
to in the resolution of the Conference of Governors, except the agreements 
pursuant to which we handle checks drawn on practically all the member 
banks located in the Boroughs of Manhattan, Bronx, and Brooklyn, New York 
City, that are not members of the New York Clearing House. The agreements 
we have with these member banks provide that each morning the memper bank 
shall send a representative to the Federal Reserve Bank to receive the 
checks drawn upon the member bank, and that we may charge to the member 
bank's reserve account the amount of the checks delivered to such represen-
tative, subject to the right of the member bank to return any checks before 
3 o'clock that day and receive credit therefor. With respect to pertain 
large menber banks the exchanges of which are handled in this manner it 
is frequently the case that at the time the checks are delivered to the 
'member bank's representative the member bank's reserve account wotild not be 
sufficient to cover such checks without the credits for "immediate credit" 
items which have just been deposited by the member bank but which will not 
be actually collected until later in the day. As a practical matter the 
credit risk assumed by this bank is probably insignificant, but because of 
the very large amounts sometimes involved it is nevertheless a sejrious 
question whether it should not take collateral to protect itself against 
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possible loss from handling checks in this manner or to insure the pay-
ment of such checks. To do so would not, in bur opinion, "be in contra-
vention of the general policy approved 'by the majority comittee at 
the recent Conference of Counsel. The question of taking collateral 
from some of these member "banks has "been raised several times and is in 
fact now under consideration. 

Checks drawn on Hew York Clearing House "banks are, of course, 
presented through that clearing house, of which this "bank is a member. 
And in certain other communities there are clearing houses with the 
members of which we have arrangements where "by their clearing house "bal-
ances are settled "by debits and credits to their reserve accounts with 
this "bank. Also, a few of our member banks have requested us to handle 
the checks drawn on them on the "charge" system and we accordingly do 
so. We do not understand that the arrangements involved in the trans-
actions referred to in this paragraph are the type of "local arrangement" 
contemplated by the resolution of the Conference of Governors, but I am 
mentioning them for the sake of completeness. 

I enclose a copy of a letter dated May 6, 1929, which Mr. Logan, 
our general counsel, has written to Mr. Wyatt with reference to the amend-
ments to Regulation J as suggested in the report of the majority committee 
of the recent Conference of Counsel. I agree with Mr. Logan that it is un-
necessary and in all the circumstances probably inadvisable to amend para-
graph (6) of Section V of Regulation J at this tine. 

Very truly yours, 

George L. Harrison, 
Governor. 

End. 
WSXfGSR 
(SB) 
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FEDERAL H3SERVB BANK 

OF HEW YORK 

:90 

April 4, 1930. 

Walter Wyatt, Esq., General Counsel, 
Federal Reserve Board, 

Washington, D. C. 

Dear Mr. Wyatt: 

In accordance with our recent telephone conversation 
I am sending you herewith a copy of the proposed amendment to 
paragraph (6) of Section V of Regulation J with the last 
sentence revised so as to refer only to reserve "balances, i.e., 
eliminating the specific reference to collateral. As I told 
you on the telephone, Mr. Agnew and I spent some time discus-
sing this question of the proposed amendments to Regulation J, 
and as a result I think we are "both in favor of this amendment 
to paragraph (6) of Section V. I know that as far as 1 am 
concerned the consideration I have given the matter since I 
talked with Mr. Agnew has confirmed ray belief that this is the 
best solution of the problem. This suggested amendment would 
offset the effect of the decision in the Early case, but it would 
not (as I think the amendment to this paragraph as drafted by 
the Conference of Counsel would) preclude a Federal Reserve Bank, 
while acting in goed faith and with no intent to adopt a general 
policy inconsistent with the uniform policy that has been approved, 
from exercising its judgaent and discretion as to the best way to 
protect itself in emergencies. 

Mr. Agnew and I both assumed that the amendment to para-
graph (4) of Section V of Regulation J as drafted at the Conference 
of Counsel would be adopted. This amendment merely clarifies this 
paragraph and does not change the effect of it. 

I am sending a copy of this letter and draft of suggested 
amendment to paragraph (6) of Section V of Regulation J to Mr. Agnew. 

Yours faithfully, 

(S) Walter S. Logan, 
General Counsel. 

3ncl. 
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Revised Suggested Amendment 

To Paragraph (6), Section V of Regulation J. 

(6) The amount of any check for which payment in actually 

and finally collected funds is not received shall he charged 

hack to the forwarding hank, regardless of whether or not the 

check itself can he returned. In such event, neither the owner 

or holder of any such check, nor the hank which sent such check 

to the Federal reserve hank for collection, shall have any right 

of recourse upon, interest in, or right of payment from the re-

serve balance of the drawee hank with the Federal reserve bank. 

(WSLiGSR) 

/ 
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FEDERAL R3SERVE BANK 

OF NSW YORK 

April 9, 1930. 

Walter Wyatt, Esq., General Counsel, 
Federal Reserve Board, 

Washington, D. C« 

Dear Mr. Uyatt: 

You will recall that when I was in Washington some time ago I 
discussed with you the suggestion of an amendment to Regulation J to pro-
vide specifically that a Federal Reserve Bank has the right in its dis-
cretion to refuse to permit withdrawals against items which have "been 
credited to member "banks' reserve accounts hut for which payment in actu-
ally and finally collected funds has not yet "been received. Since that 
time I have been intending to write you to put the suggestion in more 
concrete form. 

An amendment such as I have in mind would merely give definite 
sanction to the position taken by the Federal Reserve Bank of New York 
(and I presume "by other Federal Reserve Banks) that credits for items ertr-
titled to immediate credit on day of receipt are not subject to withdrawal 
until the Federal Reserve Bank receives actual and irrevocable payment 
later in the day. No bank has ever objected to this, but we feel that our 
position would be stronger if the matter were specifically covered in Reg-
ulation J ai$d our circular. 

Section 19 of the Federal Reserve Act provides that 

"The required balance carried by a member bank with 
a Federal reserve bank may, under the regulations and sub-
ject to such penalties as may be prescribed by the Federal 
Reserve Boayd, be checked against and withdrawn by such mem-
ber bank for the purpose of meeting existing liabilities*" 

Subdivisions (2) and (3) of Section IV of Regulation J now provide 
as follows? 

"(2) For all such checks as are received for imme-
diate credit in accordance with such time schedule, im-
mediate credit, subject to final payment, will be given 
upon the books of the Federal reserve bank at full face 
value in the reserve account or clearing account upon 
day of receipt, and the proceeds will at once be counted 
as reserve and become available for withdrawal or other 
use by the sending bank. 

"(3) For all such checks as are received for deferred 
credit in accordance with such time schedule, deferred 

5 0 1 
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credit, subject to final payment, will "be entered upon the 
books of the Federal reserve bank at full face value, but 
the proceeds will not be counted as reserve nor become 
available for withdrawal or other use by the sending bank 
until such time as may be specified in such time schedule, 
at which time credit will be transferred from the deferred 
account to the reserve account or clearing account subject 
to final payment and will then be counted as reserve and 
become available for withdrawal or other use by the send-
ing bank." 

The suggested amendment to Regulation J could be accomplished by 
adding a clause at the end of each of these subdivisions reading substan-
tially as follows: 

"provided, however, that the Federal reserve bank may in 
its discretion refuse at any time to permit the withdrawal 
or other use of credit given for any item for which the 
Federal reserve bank has not yet received payment in actu-
ally and finally collected funds." 

Under the terms of the time schedules, credit is often given in 
the reserve account both for immediate credit items and for deferred avail-
ability items before payment is actually received. From the standpoint of 
this bank, however, the suggested amendment would be of particular impor-
tance in connection with immediate credit items, because of the very large 
volume of the clearings of Hew York City banks. 

For checks on Hew Yoric City banks which we receive before 9 a.m. 
we give immediate credit on the day of receipt. Exchanges of clearing house 
checks are completed.at 10 a.m. and the clearing house balances are settled 
on our books at 1 p.m., any bank having the right, however, up to 3 p.m. to 
return any check direct to the bank which received credit for it in the 
day's exchanges. If a clearing house check, deposited with us by a bank 
not a member of the clearing house, should be returned to us at, say, 2 p.m., 
we would of course immediately charge it to the depositing bank. If, how-
ever, the depositing bank has the technical right to check out its entire 
reserve balance during the day and should do so and then fail just before 
2 p.m., there would of course be nothing against which we could charge the 
returned check. This example is one of many theoretically possible cases 
in 'which it might be important that we have the clear and definite right 
to refuse to permit withdrawals against uncollected immediate credit items. 
The number of such cases is larger than it otherwise would be because of 
the fact that the majority in number of the Hew York City banks are not 
members of the clearing house. We have agreements with most of these other 
banks under which we deliver their checks to them at 9 a.m. and simultane-
ously charge their accounts with the amount of such checks, they having the 
right, however, to return the checks up to 3 p.m. 

The actual credit risk to the Federal Reserve Bank of Hew York in 
connection with the collection of these Hew York City bank checks is neg-
ligible, wo believe, but in view of the very large amounts involved it is 
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Federal Reserve Bank of Hex? York 3. Walter Wyatt, Esq. April 9, 1930. 

important that we take every precaution against loss even though the possi-
bility of such loss appears extremely remote. Our daily receipts usually 
aggregate $150,000,000 to $200,000,000 for Hew York clearing house checks, 
and $50,000,000 to $100,000,000 for other New York City checks. 

Very truly yours, 

(S) Walter S. Logan, 
Deputy Governor and General Counsel. 
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FEB3EAL RESERVE BAH OF SAN FRAHCISCO 

April 25, 1930. 

Walter Wyatt, Esq., General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt 

On the occasion of ay recent visit to Washington and 
New York, I took occasion to call upon Mr. Logan, counsel for 
the Federal Reserve Bank of New York and to discuss with him 
the dilemma into which we have fallen with relation to the pro-
posed amendments to Regulation J. 

Mr. Logan wrote you, I believe, in relation to the 
discussions which, we had, on April 4. 

My thought was to so amend paragraph 6 of Section V 
of the Regulation as to avoid the effect of the Early case and 
at the same time leave opportunity for a Federal reserve bank 
to exercise its judgnent in taking special security to safeguard 
itself in particular instances. I therefore suggested to Mr. 
Logan that the amendment proposed to this section by the last 
conference of counsel be limited in its terms to reserve balances. 
I do not believe that the term "reserve balance" could by any 
stretch of the imagination be held to include special collateral 
taken for the specific purpose of safeguarding a Reserve bank in 
the collection of items drawn upon a particular member or non-
member cleating bank. 

I am very hopeful that the suggestion made may satisfy 
those Reserve banks who have protested against the adoption of 
the amendment to paragraph 6 proposed by counsel, and may at the 
same time leave those Federal reserve banks who do not consider 
it wise or expedient to enter into special arrangements free from 
the embarrassment arising through the decision in the Early case. 

The addition to paragraph 6, Section V of Regulation J 
would, if our suggestion were adopted, read as follows 

"In such event, neither the owner or holder of 
any such check, nor the bank which sent such 
check to the Federal reserve bank for collection, 
shall have any right of recourse upon, interest 
in, or right of payment from the reserve balance 
of the drawee bank with the Federal reserve bank." 
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Paragraph (4) of Section V of the Regulation 
should., however, he amended in the form proposed by con-
ference of counsel. The suggested amendment to this 
paragraph merely serves to clarify it. 

I would like very much to receive your opinion 
of the amendment proposed "by Mr. Logan and myself, and the 
possibility of its being adopted and put into effect. 

Yours very truly, 

(S) Albert C. Agncw, 
Counsel. 

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



COPY 
X-S597 

(PROPOSED I3TT3R TO COUNS3L FOR AIL F3E3RAL 
RBSERV3 BAMS PZ3PAR3D 3Y MR. "7ATT BUT ' 
NOT S3NT OUT.) 

July 29, 1529. 

SUBJECT: Proposed Amendments to Regulation J. 

Dear Sir: 

Consideration of the proposed amendments to Regulation J recom-

mended "by the conference of Counsel held in Washington on April 1st and 

2nd has he en delayed owing to the fact that it was necessary to communi-

cate with the Governors of all Federal reserve hanks in order to ascertain 

whether there are any local arrangements in their respective districts which 

might "be affected by such proposed amendments. 

Replies have now been received from all of the Governors, and 

all of them except those at New York and Philadelphia state that they know 

of no local arrangements which would be affected by the proposed amendments 

to Regulation J. 

The Federal Reserve Bank of New York has no local arrangements 

which would be affected by the proposed amendment except the agreement 

under which they handle checks drawn on practically all member barks lo-

cated in the Boroughs of Manhattan, Bronx and Brooklyn which are not members . 

of the New York Clearing House. The agreements with these member banks 

provide that each morning each member bank shall send a representative to 

the Federal Reserve Bank to receive checks drawn on the member bank and the 

Federal Reserve Bank may charge to the member bank's reserve account the 

amount of checks delivered to such representative, subject to the right of 

the member bank to return any checks before 3 o'clock the same day and 

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



• 2 ' X-65S7 

507 
receive credit therefor. With respect to certain large member "banks, the 

reserve account would not be sufficient to cover such checks without credit 

for immediate credit items deposited by such member banks but which rill 

not actually be collected until later in the day. Die credit risk in such 

case is probably insignificant; but, because of the large amounts sometimes 

involved, the He serve Bank considers it a serious question whether it 

should not take collateral to protect itself against possible loss from 

handling checks in this manner or to insure payment of such checks. The 

Federal Reserve Bank of New York has never taken such collateral but is 

considering the advisability of doing so. It would not consider the taking 

of such collateral a contravention of the general policy approved by the 

majority of counsel. 

The Federal Reserve Bank of Philadelphia uses two forms of 

collateral agreement to protect it in collecting checks: (1) A form of 

agreement intended to protect it against loss incurred by it in. leaving 

collection items at nonmember city banks for examination and payment or 

return at a later hour during the day; and (2) a form of agreement intended 

to make possible the collection of items upon certain nonmember country 

banks where existing circumstances would make it unwise to collect such 

items without the protection afforded the reserve bank by the deposit of 

collateral. 

The pledge of collateral with the Federal reserve bank to protect 

it against liability under the circumstances described by the Federal re-

serve banks of New York and Philadelphia might be considered inconsistent 

with the uniform policy recommended by the conference of Counsel and approved 

by the Governors' Conference; but in my opinion it would not be a violation 

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



3 X-6597 

of the new language proposed to "be added to the last paragraph of Section 

V of Regulation J. 

The Federal Re serve Bank of Richmond calls attention to a local 

clearing house arrangement "by which collateral is deposited by Richmond 

clearing house "banks with a trust company to secure any member of the 

clearing house against loss as a result of checks "being delivered through 

the clearing house for payment or return. The Federal Reserve Bank of 

Richmond does not consider this arrangement inconsistent with the proposed 

amendment and I concur in this view, since the securities are deposited 

with a trust company and not with the Federal reserve "bank and are for the 

protection of all members of the clearing house and not for protection of 

the Federal reserve bank alone. 

The Federal Reserve Bank of Boston suggests that the new regula-

tions be not drawn in such a way as to deny to any Federal reserve bank, 

either specifically or by implication, the right to protect itself against 

liability by making special arrangements to secure the payment of checks 

in particular cases. I do not believe that the proposed amendments to 

the regulation could be construed as having this effect. 

In a letter, a copy of which is enclosed herewith, Judge Ueland 

calls attention to two local arrangements in the Minneapolis District which 

he thinks might be affected by the proposed amendment to Regulation J. If 

the agreements referred to are construed as Judge Ueland apparently con-

strues them, they would in my opinion be inconsistent with the uniform 

policy recommended by the conference of Counsel and approved by the Governors' 

conference and one of them would be inconsistent with the proposed amendment 

to Regulation J; but I do not agree with Judge Ueland's construction of 
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these agreements. As I construe them, neither of these arrangements would 

be inconsistent with the proposed amendment to Regulation J. 

The first arrangement referred to is the collateral agreement 

used by the Federal Reserve Bank of Minneapolis. It refers solely to in-

debtedness to the Federal reserve bank itself and I do not think it can 

properly be construed to apply to indebtedness owed to other banks for 

which the Federal reserve bank is handling checks only as agent. I real-

ize that my view may be considered inconsistent with the decision of the 

Supreme Court of Minnesota, in the Midland National Bank case; but I think 

that decision is wrong and I believe it is distinguishable from the case of 

a Federal reserve bank handling checks pursuant to the express provisions 

of Regulation J. 

The other arrangement referred to by Judge Ueland is one by 

which the Federal Reserve Bank of Minneapolis acts as a clearing house for 

the Twin City banks. Judge Ueland refers to the fourth paragraph of the 

rules and regulations governing the clearing house and states that it ap-

parently constitutes the reserve account of a bank which is a member of 

the clearing house as a security fund for the payment of debit balances in 

the daily clearings, at the option of the Federal reserve bank. While I 

believe that this provision is objectionable, since it contains general 

authority to charge the reserve accounts of member banks, I do not see 

how it can be construed to have the effect of making the reserve balance 

literally a security fund for the payment of checks drawn on such banks. 

In view of the fact that such charges are to be made at the option of the 

Federal reserve bank, I do not believe that the owners of checks drawn on 

members of the clearing house would have any lien upon the reserve balance 
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in the hands of the Federal reserve bank or any right to compel the 

Federal reserve bank to charge such checks to the reserve account. It 

might, however, have the effect of making the Federal reserve bank liable 

for the amount of any uncollected checks, on the ground that it is neg-

ligent if it fails to exercise its right to charge them to the reserve 

account. It is my personal opinion that all such blanket authorizations 

to charge the reserve account should be discontinued for this reason, 

I assume that all questions of policy considered by the Conference 

of Counsel were definitely and finally settled when the Governors' Conference 

formally adopted the uniform policy recommended by the Conference of Counsel 

and that, therefore, the only question to be considered by the Federal Re-

serve Board is the question of adopting the proposed amendments to Regulation 

J recommended by the Conference of Counsel subject to my approval and 

possibly the question whether any further amendments to Regulation J should 

be adopted at the same time. 

Some further differences of opinion have developed in regard to 
* 

the proposed amendments recommended by the Conference of Counsel. Messrs. 

Logan and Leedy have suggested modifications of the language of the proposed 

amendment to paragraph 4 of section V of Regulation J; Mr. Agnew has suggested 

the addition of an entirely new provision to paragraph 6; and Mr. Logan has 

expressed the opinion that no amendment to paragraph 6 is necessary. I 

enclose for your information copies of letters from Messrs. Logan and Agnew 

on this subject. Mr. Leedy's suggestion was verbal. 

I personally feel that it would be unwise to adopt the amendment 

to paragraph 4 recommended by the Conference of Counsel unless paragraph 3 

is broadened so as to authorize every form of remittance proposed to be 

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



6 . X-S597 
K.f 
t-'-i-JL 

authorized in the amendment to paragraph 3; that the language of the 

proposed amendment to paragraph 4 is too "broad and indefinite; that other 

amendments to the regulation may "be necessary; and that the proposed 

amendment to paragraph 6 is not necessary if all Federal reserve banks 

comply strictly with the mandatory requirements of the present regulation 

and adhere strictly to the uniform policy recently adopted. 

I am inclined to feel also that Section V of Regulation J either 

should not he amended at all or should he revised completely so as to 

conform more closely to the uniform policy recommended by the Conference of 

Counsel and so as to cover every contingency which may be foreseen in the 

light of such experience as we have had subsequent to the revision of 

Regulation J in 1924. 

In view of the fact that Regulation J has been upheld by the 

courts and has been construed satisfactorily by them, I am somewhat reluc-

tant to recommend that any amendments be made thereto, unless they are 

deemed to be absolutely necessary. The court decisions construing and 

upholding the regulation would lose some of their force and value if the 

regulation is amended, since lawyers attacking the amended regulation would 

claim that those cases are distinguishable. For this reason, piecemeal 

amendments to the regulation would seem undesirable. 

On the other hand, the Conference of Counsel has recommended two 

amendments to Regulation J and this is very weighty evidence that such 

amendments are necessary. If these amendments are adopted, it would seem 

better to revise the regulation completely so that further piecemeal amend-

ments would not be necessary. 

With this in mind, I have prepared a tentative draft of a complete 
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/ of Section V of Regulation J, which I am enclosing herewith for your con-

sideration and comment. 

The purpose of most of the proposed changes are self evident, 

"but a brief discussion of them will do no harm. 

No changes are suggested in the introductory paragraph of Section 

V, nor in the paragraphs numbered 1 and 2. 

The proposed changes in paragraph 3 grew out of the proposed 

changes in paragraph 4 recommended "by the Conference of Counsel. Immediately 

following that Conference, I discussed this subject informally with Messrs. 

Leedy and Agnew, and possibly one or two other Counsel, and we all agreed 

that it was unwise and possibly dangerous to authorize in paragraph 4 the 

acceptance of forms of payment or remittance for checks on member banks and 

nonmember clearing banks the acceptance of which is not authorized by the 

tenns of paragraph 3 for checks on all banks, especially in view of the 

fact that paragraph 3 contains other provisions for the protection of 

Federal reserve banks when they accept something other than cash in payment 

or remittance for checks handled by them. 

It would seem best, therefore, to broaden paragraph 3 so as to 

cover all forms of remittance customarily accepted by the Federal reserve 

banks, and this is the principal purpose of the revision of this paragraph. 

I believe the language is broad enough to cover payments or remittances by 

a correspondent bank for the account of the drawee bank, such as are re-

ferred to in Mr. Logan's letter. Hot being as intimately acquainted with 

the details of the practice of the Federal reserve banks as you are, however, 

I may have failed to include some form of remittance which is customarily 

used. If so, I shall appreciate it if you will kindly call the matter to my 
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attention and suggest how such forms of remittance could, "be described 

specifically in the regulation. 

It is hoped that the foot-note to paragraph 3 will make it 

absolutely clear that Federal reserve banks are no longer permitted to 

receive blanket authority to charge any and all checks to the account of 

the drawee bank and that the foot-note will thus eliminate the basis for 

the decision of the Circuit Court of Appeals in the Early case and make 

it easier to distinguish other cases arising in the future. Incidentally, 

this foot-note will explain what is meant by an authorization to charge 

the reserve account or clearing account. 

This foot-note would prohibit the present general agreement of 

the Federal Reserve Bank of New York for an immediate charge to the reserve 

account of local member banks which are not members of the clearing house; 

but the Federal Reserve Bank of Hew York could continue substantially the 

same practice without violating the proposed new regulation if it would 

require the messenger to whom checks are delivered to sign a receipt for 

such checks containing a specific authorization to charge the specific 

amount thereof to the reserve account or clearing account of the bank on 

which such checks are drawn, subject to the right of the member bank to 

return any checks before 3 o'clock the same day and receive credit therefor. 

It might be somewhat unusual for a messenger to sign such a document, but 

there would seem to be no practical reason why the messenger should not be 

authorized to do so, especially in view of the fact that informal authoriza-

tions to charge the reserve account for checks sent through the mails are 

at present frequently given by merely stamping a form of authorization 

enclosed in the cash letter. 
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Paragraph 4 is entirely new, "but its purpose is "believed-to be 

self-evident. It contains a provision similar to that suggested by Lr. 

Agnew, and also incorporates in another form a suggestion made "by Messrs. 

Logan and Leedy. 

Paragraph 5 is intended to take the place of old paragraph 4 

and is much simplified in view of the fact that the different forms of 

payment or remittance are covered by paragraph 3. Attention is called 

to the fact that, under the terms of paragraph 3, the acceptance of any-

thing other than cash in payment or remittance is in the discretion of the 

Federal reserve bank and at its option; that, under the terms of the foot-

note to paragraph 3, an authorization to charge the reserve account can 

be given only by previous arrangement with the Federal reserve bank? and 

that, under the terms of paragraph 4, such an authorization is expressly 

made subject to acceptance by the Federal reserve bank in its discretion. 

Paragraph 6 is exactly the same as paragraph 5 of the old 

regulation. 

Paragraph 7 is entirely new and is intended to extend to the 

Federal reserve banks the sane protection in collecting remittance drafts 

as they have in collecting the checks for which such remittance drafts 

are given. The possible failure of the regulation to afford such protection 

in the past has given rise to much concern and has been the subject of 

numerous discussions between this office and Counsel to the various Federal 

reserve banks at various times during the past three or four years. 

Paragraph 8 takes the place of old paragraph 6 and is substantially 

the same as the amended form recommended by the conference of Counsel, but 

I have endeavored to clarify the new language recommended by the conference 
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of Counsel. As recomended "by the conference of Counsel, this new 

language applies only to the "owner or holder" of any such check: so 

charged hack, and thus might "be held not to apply to the bank which 

sent the check to the Federal reserve "bank for collection and which, 

under the terms of paragraph 1, is the only party having any privity 

of contract with the Federal reserve hank. I have, therefore, changed 

the first part of the sentence to read, 11 In such event, neither the 

owner or holder of any such check nor the "bank which sent such check to 

the Federal reserve "bank for collection shall have any right", etc. I 

have also inserted the words "of the drawee hank" immediately after the 

word "property", in order to make it clear that we are not attempting 

to protect the property of the Federal reserve hank from levy or execu-

tion where the Federal reserve hank is held liable for negligence. 

In my opinion, the new provision of paragraph 6 recommended 

by the Conference of Counsel is not absolutely necessary in view of the 

mandatory requirement of the old paragraph, but I think it would do no 

harm. In my opinion it does not prevent any Federal reserve bank from 

taking collateral to protect itself but it would prevent the owners or 

holders of checks charged back from having any claim on such collateral. 

You will understand, of course, that this proposed revision of 

Section V has not yet been submitted to the Federal Reserve Board and 

represents only my own tentative views. It is being sent out as something 

concrete for you and Counsel of all the other Federal reserve banks "to 

shoot at", and I hope that you will not hesitate to criticize it freely. 

On the other hand, I think it would be undesirable and unprofitable to 

attempt to reconsider at this time any of the principles or questions of 

policy covered by the resolution adopted by the Conference of Counsel and 
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approved by the Governors' Conference. ^ 

*As indicated above, I have not yet reached any conclusion 

in my own nind on the question whether the Federal Reserve Board 

should at this time: 

(1) leave the regulation in its present form without any further 

amendments whatsoever, or 

(2) Undertake a complete revision of Section V along the lines 

of the tentative draft enclosed herewith, or 

(3) Adopt only those amendments recommended by tfce Conference of 

Counsel. 

I shall appreciate it very much, therefore, if you will kindly 

give me the benefit of your views as to which of these courses I should 

recommend to the Federal Reserve Board. In this connection I may say that 

a petition for writ of certiorari has been filed in the Supreme Court of 

the United States in the case of Early, Receiver, v. Federal Reserve Bank 

of Richmond and probably will be granted or denied by the Supreme Court 

early this fall. 

Regardless of whether you think a complete revision of the regu-

lation at this time is desirable, I shall appreciate it if you will also 

give me the benefit of your suggestions and criticisms with regard to the 

tentative draft enclosed herewith, in order that I may have the benefit of 

the views of all Counsel with reference to this draft if I finally decide to 

submit a draft of a complete revision to the Federal Reserve Board for its 

consideration either at this time or at some future date. 

An early reply to this letter will be greatly appreciated. 

With kindest personal regards, I am, 

Very truly yours, 

Walter Wyatt 
General Counsel. 
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W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X—6598 

SUBJECT; Forthcoming Conference of Counsel. 

Dear Sir: 

On March 17, 1930, I addressed letters to Counsel for 

all Federal reserve banks enclosing a coiy of the opinion of the 

Supreme Court of the United States in the case of Thomas A. Early, 

Receiver, v. Federal Reserve Bank of Richmond, expressing fears as 

to the consequences of that decision, and requesting each Counsel to 

advise me of his views on the advisability of holding a Conference 

of Counsel to consider this decision and the steps which should be 

taken in the light of it. 

The replies received indicated a decided difference of 

opinion among Counsel as to the advisability of such a conference. 

Some expressed the opinion that a conference was highly advisable; • 
/ 

some expressed the opinion that a conference was not needed and would 

not accomplish anything; but most of the Counsel expressed a willing, 

neaa to participate if a conference were held. 

This left me undecided as to whether a conference should 

be called, and I held the matter under advisement for some time. 

In the light of subsequent developments and after most careful con-

sideration, however, I decided that it would be advisable to hold 

a conference and asked the Federal Reserve Board for authority to 

call one. 
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On Friday, May 9, 1930, the Federal Reserve Board au-

thorized me to call a conference and I imediately wired Counsel 

for all Federal reserve tanks and inquired what dates "between now 

and June 15th, would be most convenient to them* 

There is attached for your information a copy of the 

memorandum (X-6590, May 2, 1930) which I addressed to the Federal 

Reserve Board on this subject and which explains the reasons for 

my belief that a conference of Counsel to consider this subject 

is advisable. It also indicates the topics which I think should 

"be considered at such a conference. 

You will remember that, upon consideration of the xmjorlty 

and minority reports submitted by the Conference of Counsel in April, 

1929, the Conference of Governors adopted the following resolution by 

a vote of 9 to 3; 

"Resolved, that we approve in substance the majority 
report of the Conference of Counsel, with the understanding 
that, to assist Counsel of the Federal Reserve Board in fram-
ing the exact language of any amendments that may be found 
necessary to make the substance of the report effective, each 
Federal reserve bank shall be at liberty to call his attention 
to any local arrangement that might be affected by amy such 
amendments.'1 

Pursuant to the action of the Governors' Conference, the 

Board requested the Governor of eadh Federal reserve bank to advise 

it whether or not there were any local arrangements in his district 

which might be affected by the proposed amendments to Regulation J 

and which he might desire to have taken into consideration before 

those amendments were adopted by the Board. In my judgment, the 
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replies received in answer to this letter did not disclose any reason 

why the proposed amendments should not "be adopted and, therefore, I 

recommend that the Board adopt the proposed amendments to the regulation 

with slight changes in phraseology. A copy of my memorandum of August 

17, 1929, contain!hg these recommendations, is enclosed for your in-

formation. 

The uniform policy recommended by the Conference ox Counsel 

and the proposed amendments were approved "by the Federal Reserve Board 

on October 15, 1929, the amendments to the regulations to become 

effective on January 1, 1930. Advice of this action was communicated 

to all Federal reserve banks under date of October 16, 1929 (X-6389). 

In a letter addressed to Governor Young under date of October 

19, 1929, (X~6409b) Governor Harding of the Federal Reserve Bank of 

Boston raised the question whether the uniform policy and the amend-

ments to the regulation were intended to carry with them any implicap-

tion that a Federal reserve bank may not "make special arrangements 

to insure the payment of checks in special cases." The Federal Reserve 

Board made this question a topic for consideration at the Governors' 

Conference hsld in December, 1929; and, under date of November 7, 1929 

(X«6409), addressed a letter to the Governors of all Federal reserve 

banks on this subject enclosing a copy of Governor Harding's letter 

and also a copy of a letter on this subject which I addressed to counsel 

for all Federal reserve banks on the same date (X~6409a), requesting 

each counsel to advise the Governor of his Federal reserve bank of his 

views on this question. A number of the counsel were kind enough to 

send me copies of letters and memoranda expressing their views on this 
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question; and I had these mimeographed and sent copies to counsel for 

all of the other Federal reserve "banks. 

Upon consideration of the question raised by Governor Harding, 

the Governors' Conference voted as follows; 

"VOTED That the conference is in agreement with 
the uniform policy approved Toy the Federal Reserve Board in its 
letter of October 16,'1929 (X-6389); that they are in favor 
of the amendment to Regulation J recommended "by the majority 
of the Conference of Counsel; that they "believe, however, it 
should "be made clear in the regulation that any Federal reserve 
"bank desiring to do so, may take collateral in order to protect 
itself only from liability as collecting agent." 

On October 22, 1929, Mr. J. H. Blair, Deputy Governor of the 

Federal Reserve Bank of Chicago, addressed a letter to the Board in-

quiring whether the insertion of the words "of the drawee bank" after 

the word "property" in the amendment to paragraph 6 of Section V of 

Regulation J would not deprive the Federal reserve banks of any protect-

ion which that amendment might have given them, where the drawee bank 

is not the same as the collecting bank. On November 13, I wrote a 

memorandum to the Board in which I took the position that it was not 

advisable to amend the regulation further so as to try to cover this 

point. Under date of November 27, 1929, the Board addressed a letter 

to the Governors of all Federal reserve banks (X-6429) transmitting 

copies of Mr. Blair's letter and my memorandum and requesting the 

views of each Governor as to the desirability and advisability of the 

amendments suggested by Mr. Blair. The replies to this inquiry developed 

further differences of opinion. 

As a result of the differences of opinion raised by Governor 

Harding's letter and Mr, Blair's letter, the Federal Reserve Board on 

December 17, 1929, voted to postpone indefinitely the effective date 

of the amendments to the regulations and so telegraphed all Federal 
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reserve "banks. The Board, however, took no farther action with 

reference to the uniform policy, which had already gone into effect 

upon its adoption "by the Governors' Conference and its approval "by 

the Federal Reserve Board. The Federal Reserve Board has not since 

taken any further action on this subject; and the amendments to the 

regulations have never "become effective. 

In this connection, I invite your especial attention to the 

desirability of considering not only what amendments to Regulation J 

are necessary as a result of the decision in the Early case but also 

what other possible amendments should be adopted. In order that all 

of these amendments may be adopted at one time, thus avoiding frequent 

amendments* to this important regulation. 

In view of the difficulty of properly drafting proposed 

amendments to the regulation during a conference, I suggest that each 

counsel draft such amendments as ha thihks should be adopted and for-

ward them to me at once, in order that copies may be furnished to all 

Counsel for careful study in advance of the conference. 

Shortly after our last Conference of Counsel, i*e. under 

dates of April 18 and May 6, 1929, respectively, Messrs. Agnew and 

logan addressed letters to me suggesting certain changes in the pro-

posed amendments to the regulations, which I did not feel at liberty 

to recommend to the Federal Reserve Board because they were materially 

different from the regulations recommended by the Conference of Counsel. 

Recently, I received further suggestions from Messrs. Agnew and Logan 

with reference to a proposed amendment which they had prepared and 
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which they believed might be made the basis of a compromise on which 

practically all the counsel should be able to agree. Copies of all of 

these letters are enclosed for your information, and your most care-

ful attention is invited to the suggestions contained therein. 

Hot being entirely satisfied with the proposed amendments 

to Regulation J recommended by the last conference of Counsel, and 

believing that certain further amendments to the regulation were de-

sirable and that they should be adopted at the same time, in order to 

avoid frequent, piecemeal amendments to the Regulations, I prepared a 

complete tentative revision of Section V of Regulation J in July, 1929; 

and, under date of July 29, 1929, ̂ prepared a letter to Counsel for all 

Federal reserve banks discussing this entire subject. Upon further 

reflection, however, I decided that to send out such a letter would 

unduly delay the promulgation of the necessary amendments to Regulation 

J; and, therefore, I withheld the letter. How that we are to have another 

conference, I am enclosing a copy of that letter and of my tentative re-

vision of Section V of Regulation J. Since preparing the latter, I have 

discussed it with Mr. Strater and with counsel for a few of the Federal 

reserve banks during visits which they have made to Washington; and I am 

inclined to think that some of the amendments which I have suggested would 

be impractical and ought not to be adopted. However, I would like to 

have this proposed revision of Regulation J considered by the forthcoming 

conference; and I believe that some of the new provisions contained 

therein might very well be adopted. 

For your further information in connection with the forthcoming 

conference, I enclose the following; 
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(1) My proposed letter to Counsel to all Federal reserve 

"banks dated July 29, 1929 (X-6597). (This letter was never sent.) 

(2) Tentative revision of Section V of Regulation J prepared 

"by me in July, 1929, "but never sent out. (X-6594). 

(3) Letters from Mr. Agnew, dated April 18, 1929, and April 

25, 1929, and letters from Mr. Logan dated May 6, 1929, April 4, 1930, 

and April 9, 1930, containing further suggestions with reference to the 

proposed amendment to Regulation J. (X-6596). 

(4) My memorandum addressed to the Federal Reserve Board under 

date of August 17, 1929, recommending the approval of the uniform policy 

and the adoption of the amendments to the Regulation. (X-6593). 

(5) The Federal Reserve Board's letter to all Federal reserve 

"banks dated October 16, 1929 (X-6389) advising of the approval of the 

uniform policy and the adoption of the amendments to the Regulation. 

(6) The Board's letter of November 7, 1929, (X-6409) enclosing 

copies of Governor Harding's letter of October 19, 1929, and my letter 

of November 7, 1929, addressed to Counsel for all Federal reserve banks. 

Also the following replies to the Board's letter: 

X-6428-Letter of November 11, 1929, from Mr. Parker 
to Gov. Black. 

X-6428-a-Memo of November 15, 1929, containing views 
of Mr. Wallace. 

X-6438-Letter of December 2, 1929, from Mr. McCorikey 
with enclosure (X-6438-1) 

X-6438-a-Judge Ueland's views - November 22, 1929. 

X-6440-Views of Williams & Sinkler, Nov. 15, 1929. 

X-6442-Letter of December 2, 1929, from Mr. Agnew, 
with enclosure (X-6442-a) 

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



X-6598 

8 '•'TWl 

X-6445-Mr. Logan's views (Memo of December 3, 1929 
to Governor Harrison) with enclosure (X-6445-a) 

X-6452-Mr. Leedy's views (Memo of December 7, 1929, 
to Deputy Governor Worthington) 

(7) Board's letter of November 27, 1929 (X-6429) transmitting 

Mr. Blair's letter of October 22, 1929, and my memorandum of November 

13, 1929; and the following replies (X-6592) to the Board's letter: 

Governor Martin-December 7, 1929 (Encloses copy 
of letter of December 6, 1929 from Mr. McCorikey), 

Deputy Governor Paddock-December 7, 1929. 

Governor Harrison - December 4, 1929. 

Governor Talley - December 4, 1929. 

Governor Calkins - December 3, 1929. 

Governor Geery - December 3, 1929. 

Deputy Governor Blair^November 30, 1929 (Encloses 
copy of letter written to Mr. Wyatt on November 
30, 1929) 

Governor Seay - November 29, 1929. 

(8) The following letters and telegrams commenting upon the 

decision of the Supreme Court of the United States in the Early Case and 

the advisability of calling a conference of Counsel to consider this 

question (X-6595): 

Mr. Wyatt - March 13, 1930 

Mr. Parker - March 13, 1930 

Mr. Parker - March 15, 1930 

Mr. Wal lace - March 15, 1930 

Mr. Wallace - March 18, 1930 

Mr. McCorikey - March 18, 1930 
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Mr. Stroud - March 19, 1930 

Mr. Stroud - April 9, 1930 (Contains 
two enclosures, one dated 
March 29, 1930, and one 
dated April 9, 1930) 

Mr. Stroud - April 25, 1930 

lir, Hyatt - April 29, 1930 (Telegram) 

Mr. Stroud - April 29, 1930 (Telegram) 

(9) A copy of my memorandum of May 2, 1930, (X-6590) to the 

Federal Reserve Board recommending that the Federal Reserve Board 

4; 
authorize me to call a conference of Counsel to consider this subject, 

and outlining the questions to "be considered at the conference. 

If there are any additional topics which you would like to 

have considered at the forthcoming conference, please advise me "by 

telegram at once, in order that such topics may be put on the program 

and in order that all Counsel may have an opportunity to study them in 

advance of the conference, 

I sincerely hope that we can agree upon a date for the confer-

ence which will be entirely convenient to all Counsel and that each 

Counsel will be able to arrange his affairs so as to stay in Washington 

long enough to give careful and unhurried consideration to the important 

questions before the Conference, I believe that three days should be 

the minimum, and four or five days the maximum, time that should be 

allowed for actual attendance at the conference. 

This office will be glad to do anything in its power to 

contribute to the success of the conference and to the comfort and con-

venience of those attending it. I sincerely hope that each Counsel will 

not hesitate to make any suggestion which may occur to him and to request 
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anything of this office which nay "be of assistance to him in this 

connection. 

Looking forward with much pleasure to seeing you at the 

conference, and with all best wishes, I an, 

Cordially yours, 

Walter ffyatt 

General Counsel, 

Enclosures.' 
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C O P Y X-6600 

QEBiBLB March 18, 1930. 

MEMOHAIOTM FOR MR. AWAIT AND MR. POUTS: 

In re; Scope of application of decision of Supreme Court 
in case of Early, Receiver, vs Federal Reserve Bank of Richmond, rendered 
March 12, 1930. 

1. An examination of the opinion rendered in the above 
entitled case clearly indicates that the scope of its application should 
be restricted to cases where the insolvent drawee "bank had, "by the terms 
of the collection circular issued by the Reserve Bank, giv.en the Reserve 
Bank authority to charge its account with the amount of a collected cash 
letter. The pertinent portions of the opinion, first summarizing the 
facts and then stating the "basis of the decision, are as follows: 

"This is a suit "brought "by the receiver 
of a national bank in South Carolina, a member of the 
Federal Reserve System, to recover the reserve balance 
of that bapk in the hands of the Federal Reserve Bank 
of Richmond at the end of business on October 9, 1926, 
when the South Carolina Bank, being insolvent, closed 
its doors. Other matters .tried below are not in ques-
tion here. The Richmond Bank claims the right to re-
tain the balance on the following facts. As author-
ized by agreement, on October 7 it forwarded to the 
South Carolina Bank checks drawn upon the latter which 
the Richmond Bank had received for collection. Thtee 
checks were received the next day, marked paid and 
charged to the accounts of the drawers. Other checks 
were forwarded on October 8 and marked paid and charged 
to the drawers by the South Carolina Bank on October 9. 
After notice of the failure the Richmond Bank on October 
11 charged the account of the South Carolina Bank with 
the amount of the checks forwarded on October 7 and the 
next day charged what was left with the amount sent on 
October 8. 

"The relations between the t«n "RawVg were 
fixed by the following terms of a circular of the Richmond 
Bank which was authorized by lfw and agreed to by- the other. 
' Checks received by us drawn on our member banks will be 
forwarded in cash letters direct to such banks and each 
member bank will be required either to remit therefor in 
immediately available funds or to provide funds available 
to us to meet such cash letters within the agreed transit 
time to and from the member bank. Therefore. tb* ammmt 
of any cash letter to a member bank is chargeable nat. 
available funds in the reserve account of such member 
at the expiration of such transit time, which date will 
be shown on each cash letter. The right is reserved. 
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however, to charge a cash letter to the reserve account Of 
a member bank at anv time when in any particular case we 
deem it necessary to do so." The transit time or time 
allowed for collection in this case was three days, and 
had not expired, when the South Carolina Bank closed its 
doors. The Circuit Court of Appeals sustained the claim 
of the Richmond Bank. 30 F. (2) 198. A. writ of certiorari 
was granted by this Court. 

"The petitioner contends that his bank had 
until the end of the transit time to remit or to provide 
funds to meet the cash letters, that until then the Rich-
mond Bank had a bare power of attorney to charge the re-
serve fund, arid that the power was revoked by the insol-
vency of the petitioner's bank. He denies that the re-
serve fund was subject to any lien until that date, and 
calls attention to the right of his bank to draw checks 
against that fund reserved to it by the law. Code, Tit. 
12. pg. 464. 

"All parties mast be taken to have dealt 
upon the terms of the circular that we have quoted. The 
right of the South Carolina Bank to draw against its re-
serve account was subject to the right of the Richmond 
Bank that held the account to charge it with a cash letter 
whenever deemed necessary." * * * * * * * * * * * * * * * 
The fact that the fund might be diminished by drafts of the 
South Carolina Bank does not invalidate the lien, any more 
than the right of a depositor to draw against hi is account 
invalidates a banker's lien, not to sneak- of the paramount 
power of the Richmond Bank mentioned above." 

2. It will be noted from the foregoing that the Supreme 
Court held that: 

(a) The relations between the insolvent bank and the 
Reserve Bank were fixed by the collection circular; 

(b) The collection circular gave the Richmond bank a 
right to charge the account of the insolvent bank, and that the right 
of the insolvent bank to draw against its reserve deposit 

"was subject to the right of the Richmond 
Bank that held the account to charge it with a cash letter 
whenever deemed necessary." 

(c) That the reserved right under the collection circular 
to charge the account at any time constituted a lien in favor of the 
depositors of the Reserve Bank. 

3. The reserve deposit of a member bank is in the same category 
as a deposit in any other bank so far as the issues here involved are 
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concerned in that the Reserve Bank cannot charge the deposit without the 
express authority of the member "bank (except, of course, in cases of off-
set hereinafter discussed). In the Federal Reserve Bank of Richmond case,, 
the authority to charge the account was given by the collection contract. 
It follows that where the collection contract does not give such authority 
to charge the account, the authority cannot he exercised. It is under-
stood that the collection contracts of the majority of the Reserve Banks 
omit the provision for charging the reserve deposit, and utilize the remit-
tance method of payment for cash letters, that is to say, the collecting 
"bank is supposed to remit or send cash to the Reserve Bank in payment of 
the cash letters. Consequently, where the collection contract omits pro-
vision for the charging method and utilizes the remittance method, and the 
collecting "bank has suspended /before remittance or payment to the Reserve 
Bank has "been made, the Reserve Bank cannot thea charge the deposit account 
of the insolvent "honV "because the yxthority to ea charge the account is not 
contained in the collection circular and, as indicated, the right to 
charge is dependent upon previously given authority to charge. 

4. The Reserve Bank cannot charge the deposit of the insolvent 
member hank with the amount of an unpaid cash letter, on any theory of 
offset. Offset requires mutuality of debits and credits. Under numbered 
paragraph 1 of Section 5 of Regulation J, Series of 1924, of the Reserve 
Board, a Reserve Bank acts "only as agent of the bank from which it re-
ceives * * *" the checks for collection, and consequently it follows 
that when the insolvent drawee bank to whom the cash letter is sent, 
has made collection of the items, it owes the amounts collected to the 
depositors of the Reserve Bank and not to the Reserve Bank, and if remit-
tance is made to the Reserve Bank the Reserve Bank receives the remit-
tance as agent of its depositors. From this it follows that the Reserve 
Bank cannot offset the amount which the Reserve Bank owes to the insolvent 
bank against the amount which the insolvent bank owes to the depositors 
of the Reserve Bank. This was clearly recognized in the opinion of the 
Circuit Court of .Appeals in the Federal Reserve Bank of Richmond case 
in disposing of the contention of the Reserve Bank that the cash sur-
render value of the stock owned by the member bank in the Reserve Bank, 
and which the Reserve Bank therefore owed to the insolvent bank, was 
subject to offset upon the amount of the unpaid cash letters, the language 
of the Circuit Court of Appeals in that connection being as follows; 

"On the second question, we do not think that 
the Reserve Bank has the right to set off the balance due 
by the insolvent bank on the checks against its stock liar-
bility. The Reserve Bank was not the owner of these checks. 
It was merely an agent for collection; and although it 
credited them to the accounts of the forwarding banks, this 
was upon agreement that they might be charged back if not 
collected, and the second lot of checks has been charged 
back. The stock liability is a liability created by statute 
Which provieds that it "shall be first applied to all debts 
of the insolvent member bank to the Federal Reserve Bank, 
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and the "balance, if any, shall be paid to the receiver of 
the insolvent bank.1 12 TJ. S. C. A. 288. It is perfectly 
clear that the liability of the insolvent member bank for 
these checks is a liability owing to the owners of the 
checks in which the Reserve Bank is not interested except 
as collection agent, and is not 'a debt of the insolvent 
member bank to the Federal Reserve Bank' within the mean* 
ing of the statute, 

"Even in the absence of a statutory direction as 
to how the liability*should be applied, a set off of checks 
held for collection against such a liability would not be 
allowed, for the reason that demands to be set off against 
each other must be mutual, that is they must be due to and 
from the same parties, and in the same capacity. 14 R.C.L. 
656; 24 R.C.L. 858; Morse on Banks and Banking (6th Ed.), 
334; Bank of the Metropolis v. New England Bank, 6 Howard 
212; Smith v. Bath 1. & B. Ass'n._ Me. 136 Atl. 
284, 50 A.L.R. 526; Yardley v. Clothier, 51 Fed. 506. * *" 

It follows that if the Reserve Bank cannot offset the amount which 
it owes for the cash surrender value, of reserve stock, it cannot 
offset the amount which it owes for the reserve deposit, inasmuch 
as each represents money owing by the Reserve Bank to the insolvent 
bank. Neither the Circuit Court of Appeals nor the Supreme Court 
allowed the deposit balance of the insolvent bank to be applied on 
the cash letters by way of offset, but both Courts allowed it by 
reason of the authority to charge given in the collection circular 
and the lien resulting therefrom. 

5. Where the insolvent bank has, prior to suspension, 
issued to the Reserve Bank a remittance draft, either on the Reserve 
Bank, or upon some correspondent bank, and suspension occurs prior to 
the draft being paid., the authority of the drawee bank to pay the 
draft is revoked by the intervening suspension, just as the authority 
of a bank, in ordinary course, to pay a check drawn upon it, is 
revoked by the bankruptcy of the drawer of the check. The remittance 
draft so issued by the insolvent bank is merely evidence of the debt 
which the draft represents, and constitutes no more than authority 
upon the drawee bank to pay that debt. The revocation of the author-
ity by suspension leaves the debt unpaid, and the one to whom the debt 
is owing has the right to file claim against the insolvent bank. 
Hence it follows that where the Reserve Bank holds an unpaid draft 
covering cash letter items, the Reserve Bank has no right to charge 
the account of the insolvent bank with the amount of said draft, 
assuming, of course, that the Reserve Bank was not the owner of the 
items contained in the cash letter, but had received the items as a 
collection agent and had so transmitted them to the insolvent bank. 

6. It is now thoroughly well settled that at suspension 
the assets of an insolvent bapk accrue to the receiver for the benefit 
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of all the creditors, subject, of course, to proper claims for prefer-
ence , and rights of set off. Hence it follows that the "balance of an 
insolvent bank in a Reserve Bank accrues to the receiver, at suspen-
sion, subject to proper preference claims and rights of set off, and 
such balances should be paid by the Reserve Bank to the receiver. 

7. A number of cases involving deposit balances with Re-
serve Banks have been held in abeyance pending the outcome of the Fed-
eral Reserve Bank of Richmond case. I recommend as to such cases as 
follows: 

(a) Each case should be disposed of in the light of 
the special facts and circumstances therein existing and should be sub-
mitted to this office for consideration* 

(b) Where the collection contract gives the Beaerve Bank 
the right to charge the account of the insolvent bank in the same manner 
provided in the Federal Reserve Bank of Richmond case, • the right to 
charge the account for items in unpaid cash letters based thereon 
should be recognized, 

(c) Where no such right to charge the account is con-
tained in the collection contract, the right to charge the account 
should be denied and appropriate measures should be taken by the re-
ceiver to obtain the withheld reserve deposit balance. 

(d) Where an unpaid remittance draft is outstanding 
covering cash letter items which had been transmitted by the Reserve 
Bank, the right of the Reserve Bank to charge the unpaid draft to the 
reserve deposit account of the insolvent bank should be denied and 
appropriate measures should be taken by the Receiver to recover the 
deposit. 

(Signed) George P. Barse. , 
General Counsel, Division of Insolvent 

National Banks. 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6601 

May 19, 1930. 

SUBJECT: Holidays during June, 1930. 

Dear Siri 

Thd Federal reserve banks and "branches listed 
"below will "be closed on Tuesday, June 3rd, in ob-
servance of the "birthday of Jefferson Davis, and 
therefore will not participate in either the Gold 
Fund clearing or the Federal reserve note clearing 
of that date: 

Jacksonville 

* Confederate Memorial Day 

Meade include credits of June 3rd in the Gold 
fond clearing th your credits for June 4th for the 
offices affected, and make no shipments of Federal 
resertfe notes, fit or unfit, for account of the head 
offices menti jned, on June 3rd. 

Please notify branches. 

Richmond •Memphis 

Atlanta 
•ITev Orleans 
Birmingham 
•laShville 

Dallas 
El PaSo 
Houston 
Sail Antonio 

Very truly yours 

J. C. Noell, 
Assistant Secretary. 

TO GOYERiTQRS OF ALL F. R. BAMS. 
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FEDERAL RESERVE BOARD I 533 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6602 

May 19, 1930. 

SUBJECT: Unifdrm Plan for Designation of Officers to Vote 
in Elections of Class A and Class B Directors. 

Dear Sir: 

Letters have /been received "by the federal Reserve 
Board from several Federal reserve agents raising certain ques-
tions relative to the procedure and form to be adopted in connection 
with the uniform plan of authorization by member tanks of officers 
to vote in elections of Claas A and Class B directors, as approved 
by the Federal Reserve Board in its letter of April 30th (Xti6582). 
For your information there are given below the Board's vietfs with 
reference to the questions which have been raised. 

Inquiry has been made whether the form of authorization 
suggested by the Board and included with its letter of April 30th 
may properly be changed so as to omit the spaces for signatures 
of officers authorized to cast the ballot for a member bank, and 
whether in lieu thereof the signatures may be required on a sep-
arate card, or the list of signatures of officers of member banks 
already bn file with the Federal reserve banks for use in other 
transactions may not be regarded as sufficient. The form Of auth-
orization enclbsed with the Board's letter of April 30th w&s in-
tended merely as suggestion and not as a requirement >s to the 
kind of fd%4n which might be us fed under the ad# plan recommended by 
the Federal reserve agents and approved by the Federal Reserve Board* 
The Federal Reserve Board is not disposed to insist that this or 
any other particular form be used, provided that the form adopted 
complies in substance wi-th the new plan of authorization. The in-
clusion or omission of the signatures of the authorized officers 
from the form is not regarded as material and whatever course the 
Federal reserve agents find to be most suitable to their own needs 
and those of their member banks may properly be followed. 

Another question relating to the form of the authorization 
is whether in the resolution to be adqpted by the member banks the 
mention of the chairman of the board of directors may be omitted, 
for the reason that many small banks do not have a chairman of the 
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board of directors. Although this officer was specifically in-
cluded in the resolution adopted by the Conference of Federal 
Reserve Agents, there would seem to be no objection to the omis-
sion of the chairman of the board from the form of resolution if 
that is desired. In those cases where a bank has a chairman of 
the board of directors and wishes to designate him as a voting 
officer, this may readily be done by inserting his title in the 

, blank space provided in the form of resolution. 
Another question which has been raised is whether it is 

necessary or advisable to discontinue the use of all authorizatiore 
from member banks now on file and to request or require that a new 
authorization be executed by each member bank in accordance with 
the new plan. The resolution adopted by the Federal Reserve Agents' 
Conference seems to contemplate that each member bank will execute a 
new form of authorization in accordance with the uniform plan recom-
mended. It does not appear, however, whether this point was specific-
ally considered by the Federal reserve agents, and the Federal Re-
serve Board makes no requirement that authorizations already on file 
be dispensed with and that new ones be required in all cases. In 
fact, under the form of designation which has been generally used, 
the authority of the voting officer remains in effect until revoked 
and it may be regarded as doubtful, therefore, from a l^gal stand-
point, whether new forms of authority could be lawfully required 
in all cases. 

Inquiry has also been made whether the certification as 
to the resolution adopted by the board of directors must necessarily 
be made by an officer other than any of those designated to vote. 
Inasmuch as the new plan contemplates that nearly all of the major 
officers of a bank, especially of a small bank, will be authorized 
for voting purposes, such a requirement would cause the certification 
to be made in many instances by a minor officer of limited responsi-
bility. While it is preferable, therefore, that the certification 
be made by an officer other than one designated to vote, if this can 
be done by one of the more responsible officers, the Board does not 
regard this as essential and the form may be changed to take care of 
this point, if desired. 

By Order of the Federal Reserve Board. 

Very truly yours, 

X. M. McClelland, 
Assistant Secretary. 

TO ALL FEDERAL RESERVE AGENTS. 
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FEDERAL RESERVE BOARD I 535 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6603 

May 21, 1930. 

SUBJECT: Expense, Main Line, Leased Wire System, 
April, 1930. 

Dear Sir:, 

Enclosed herewi th you will find two mimeo-
graph statements# X-6603-a and ̂ -66ti3*'b, coveting in 
detail ope rati bns of thf nlain line; leased Wire Sys-
tem, during the month of Jl&ril, 1930. 

Pleasb credit the amount payable by your 
bank in the genbral stdbbiint# (Treasure*; i tJ* S., on 
your "books, and issue C/D Form 1, National Banks, for 
account of "Salaries and Expenses, Federal Reserve 
Board, Special Fund", Leased Wire System, sending 
duplicate C/D to the Federal Reserve Board. 

Very truly yours, 

Fiscal Agent,. 

Enclosures. 

10 GOVERNORS OF ALL F. R. BA3KS EXCEPT CHICAGO. 
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REPORT S-'OWIHG- CLASSIFICATION AMD FJ'̂ BSR OF 70RDS TRANSMITTED OVER MAITT LIKE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR TKS ??OFTF OF APRIL, 1930. 

Business Words sent "by Het Federal Percent of total 
reported YTew York charge- Reserve tank business (*) 

by able to other Bank 
From "banks F. R. Banks (l) "business 

Boston 29,194 1,115 30,509 3.19 
New York 158,859 - 158,859 l6,62 
Philadelphia 34*697 914 35,611 3 ,73 
Cleveland 91,193 2,319 93,512 9.78 
Richmond 56,431 2,163 58,594 6 .13 
Atlanta 64,705 6,645 71,350 7.47 
Chicago 114,101 3,001 117,102 12,25 
St. Louis 83,167 2,533 85,700 8.97 
Minneapolis 33.712 2,1'43 35,855 3-75 
Kansas City 83,945 2,111 86,056 9.00 
Dallas 65,194 7,676 72,870 7.63 
San Francisco 106,463 3,259 109,722 11.48 

Total 921,661 34,079 955,740 100.00 

F. R. Board "business 269,636 

Treasury Department "business - Incoming and Outgoing 

Total words transmitted over main lines 

1,225,376 

153,513 

1,378,889 

These percentages used in calculating the iro rata share of leased wire exoenst as shown 
on the accompanying statement (X-6603-b) 

(l) Î umber of words sent "by Hew York to other.F. R. Banks for their sole benefit charged to 
banks indicated in accordancc with action taken at Governors' Conference 0? 

November 2 - 4 , 1925. ^ 
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REPORT OF EXPE1TSE :'AIM LI?® 

FEDERAL HE SERVE LEASED WIRE SYSTEM, APRIL, 1930. 

Operators1 Operators1 Wire Total 

Pro Rata 
Share of 
Total 

Payable to 
Federal 
Reserve 

Name of bank Salaries Overtime Rental Expenses Expenses Credits Board. 

Boston $ 2 6 0 . 0 0 $ 5 + 00 $ — 

8
 

&
 CVJ 662.71 $ 265.00 $ 397-71 

New York 1,037-46 — ' — 1,037.46 3,452.72 1,037.46 2,415.26 
Philadelphia 225-00 - - 225.00 774.89 225.00 549.89 
Cleveland 306.66 - 306.66 2,031.74 306.66 1 ,725-08 
Richmond 190.00 - 230.00( &) 420.00 1,273-48 420.00 853-48 
Atlanta 270.00 - - 270.00 1,551-85 270.00 1,281.85 
Chicago 3,923.09(#) - - 3,923.09 2,544.87 3,923.09 1,378.22(*) 
St. Louis 195.00 — - 195-00 1,863.47 195.00 1,668.47 
Minneapolis 201 .13 - - 201.13 779-04 201.13 577-91 
Kansas City 287 .50 — — 287-50 1 ,869 .70 287-50 1,582.20 
Dallas 251.00 - 251.00 1,585-09 251.00 1,334.09 
San Francisco 380.00 — — 380.00 2,384.91 380.00 2,004.91 
Federal Reserve Board ~ — 15,615 .21 15 ,615.21 — — — 

Total t 7,526.84 $ 5 .00 $ 15.SU5.21 $23,377 05 $ 20,774.47 $ 
2,602.58(a) 

$20,774.47 

7,761.84 $ 14,390.85 
1.376.22 (b) 

$ 13 ,012 .63 

(&) Main line rental, Richmond-Washingt0 n. 
(#) Includes salaries of Washington operators. 
(*) Credit. 
(a) Received $2,602-58 from Treasury Department covering business for the month of Aoril, 1930. 
(b) Amount reimbursable to Chicago. 

ot 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

t 538 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X—6606 

May 26, 1930. 

Bear Sir: 

I have just learned that the Treasury Department has almost completed a re-
vision of its Circular No. 176, containing regulations governing the deposit of 
public moneys and the payment of Government Warrants and Checks. You will recall 
that, during January, 1929, the Standing Committee on Collections had a confer-
ence with representatives of the Treasury Department on this subject and suggest-
ed numerous changes which they thought ought to be made in the circular for the 
better protection of the Treasury Department and the Federal reserve banks and 
in order more clearly to define the duties and responsibilities of the Federal 
reserve banks in handling checks fo? the Treasury Department and in cashing Gov-
ernment warrants and checks. Mr. B. 6. Hand, Commissioner of Accounts and De-
posits, advises me that the Treasury Department will probably adopt most, if not 
all, of the suggestions made by the Standing Committee on Collections and that 
the Federal reserve banks will be given an opportunity to submit their comments 
with reference to this circular before the revised circular is finally promulgated* 

I told Mr. Hand about our forthcoming Conference of Counsel to be held here 
on June 9th and suggested that it might be advisable for him to submit the re-
vised circular to the Conference of Counsel and request their suggestions and 
criticisms, especially in view of the fact that the Chairman and two members of 
the Standing Committee on Collections also will attend the Conference. Mr. Hand 
very readily agreed to this suggestion and will make every effort to have a 
printer's proof of the revised regulation available for members of the Conference 
on or before June 9th. If this proof is available soon enough, I shall mail a 
copy of it to you in order that you may have an opportunity to study it in ad-
vance of our Conference. If not, we hope to have a copy available when you arrive 
here. In the meantime, I am enclosing for your information a memorandum showing 
the suggested changes in this circular which the Standing Committee on Collections 
submitted to the Treasury Department in January, 1927. 

The purpose of this letter is merely to acquaint you with the situation in 
order that you may be prepared to discuss the circular with the Treasury Depart-
ment during our Conference. 

Very truly yours, 

Walter Wyatt, 
General Counsel, 
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i 539 
CEAHG3S SUGGESTED II TREASURY DEPARTMENT CIRCULAR 210. 175 

BY STAEDIiTG C0..I1.1ITTEB 0.7 COLLECTIONS III JAlTUAEiY, 1927. 

Paragraph ITo. 5. pa^e 2. 

Add the words "Terms under which accepted" to the head-

ing of this paragraph. 

In. the 7th line, after the \?ord "the" and "before the word 

"check", insert the words "proceeds of the"; after the word 

"draft", strike out the remainder of this sentence and insert in 

lieu thereof the words "have been received in actually and finally 

collected funds." Strike out the sentence immediately following 

(7th, 8th and 9th lines) and incorporate in its place authority 

for the Government to have such checks collected through Federal 

reserve "banks in the manner provided in Regulation J of the Fed-

eral Reserve Board. 

Paragraph No. 6. -page 5. 

In the 15th line after the word "depositary" ending the 

sentence in this line, add the words "giving his official title." 

Attention was called to the fact that the forms provided 

by the Treasury Department do not comply with the following pro-

vision: 

"Federal reserve "banks and "branches should see that 
the face of each certificate in any set of certificates 
of deposit covering in whole or in part items other than 
cash for which credit is given in the Treasurer's account 
"before actual collection, "bears a legend reading" as follows: 

•This certificate of deposit issued subject to 
deduction for uncollectible items.'" ( 22nd to 26th 
' line inclusive. ) 
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Paragraph Ho. 10. page 5. 
" i ' 

In the 7th line on this page strike out the word "or" 

appearing "between the words "transmittal" and "draft", and insert 

in its place the words "describing the items and." 

Paragraphia. 11. page 5. 

In the 3rd line, strike out the words " 'Mo protest1, 

followed by his n^me and title", and in lieu thereof insert 

" 'IT.P.1, followed by the transit number of the Federal reserve 

bank or branch in which such checks are deposited and the name 

and title of the depositor." 

Paragraph go. 12. page 6. 

In the 3rd line, strike out the word "will" appearing be-

tween the words "who" and "give", and in its place insert the words 

"shall immediately". 

Instead of the word "will" beginning the 8th line, use the 

word "shall", and between the words "Bank" and "give" in the same 

line insert the word "immediately". 

After the semi-colon appearing after the word "manner" in 

the 32nd line, strike out the remainder of this paragraph. 

Paragraph Ho. 14. page 7. 

In the 10th line, strike out the words "whenever practicable "t 

which appear between the words "should" and "arrange". 

Paragraph go. 15. page 7. 

Strike out the heading of this paragraph and in lieu thereof 

insert the words "Indorsement and transmission of checks for col-

lection." 
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Paragraph Ho. IS. page 7. 

In the 1st line of this paragraph, strike out the word 

"returned." appearing "between the words "is" and "unpaid". 

Paragraph Ho. 18. page 8. 

Change tne heading of this paragraph to read "Indorse-

ment and transmission of checks for collection". 

Paragraph No. 19. page 8. 

In the 1st line of this paragraph strike out the word 

"returned" appearing between the words "is" and "unpaid". 

Paragraph Ho. 31. page 8. 

Strike out the word "returned" in the 1st line of this 

paragraph appearing "between the words "is" and "unpaid". 

Paragraph Ho. 25. page 9. 

After the word "basis" in the 2nd line, strike out the 

remainder of the sentence on this page and the words "that date" 

appearing on page 10, as this is covered by Treasury Department 

Circular Mo. 92. Rewrite the last paragraph of Paragraph Ho. 25, 

which appears on page 10, to fit the practice of Federal reserve 

banks under Regulation J. 

Paragraph No. 26. page 10. 

Insert the words "if practicable" after the word "show" 

in the 4th line of this paragraph. 
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Paragraph Ho. 26. page 11. 

In the 3rd paragraph of Paragraph ITo. 26, omit the 1st 

line or change it to fit Paragraph 2To. 5. Change the word "on" 

appearing between the words "hank" and "which" in the 3rd line 

of the 3rd paragraph of Paragraph Ko. 26 to "by". 

In the 2nd and 3rd lines of the 4th paragraph of Para-

graph Ho. 26, strike out the words "and requested to have pay-

ment stopped .thereon", appearing after the word "notified"; and 

in the 5th and 6th lines strike out the words "and that the 

drawer of the check has been requested to stop payment thereon", 

appearing after the word "deposit". 

Paragraph ITo. 35. page 13. 

Between the words "branches" and "will1.1, in the 1st line 

insert the words "or fiscal agents of the United States". In the 

7th line, strike out the words "will cash" appearing between the 

words "branch" and' "Government" and insert in lieu thereof the 

words "as fiscal agents of the United States will pay conditional-

ly". Insert the words "through clearing houses or" before the 

word "by" which begins the 9th line, and after the word "by" 

strike out the words "responsible incorporated" and insert in 

lieu thereof the word "member". In the same line, after the word 

"companies" and before the word "who", insert the words "of the 

Federal Reserve System." In the 12th line, insert the word 

"final" between the words "and" and "payment". 
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Paragraph Ho. 37. page 14. 

In the 10th line, after the word "account" and. "before 

the numeral "(2)", add this sentence: "The remitting bank will 

be permitted to charge back to the Treasurer's account the 

amount of any such warrant or check for which it is unable to 

obtain reimbursement"• 
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EROGBM FOR COiTJJL^Ci OF CCTJ.ISIL FOE F3DERAL RESERVE BAHS 

TO BB H3LD AT V/ASHI1IG-T02T, D. C., 01! JU1IE 9, 1930. 

1. To what extent are Federal reserve "banks liable for losses on checks 

heretofore handled in view of the decision of the Supreme Court of the 

United States in the case of 3arly v, Federal Reserve Bank of Richmond. 
• 

2. What amendments, if any, should "be made to Regulation J in the light 

of the decision referred to in order to clarify the legal rights and 

responsibilities of the Federal reserve "banks and if possible to pro-

tect them from any unwarranted liability. In this connection the 

attached list shows the text of amendments to Regulation J which have 

been specifically suggested or recommended. 

3. What changes, if any, should be made in the check collection circulars 

of the Federal reserve banks for the purposes stated in paragraph (2) 

above. 

4. vihat should be the attitude of the Federal reserve banks with refer-

ence to releasing to receivers of insolvent banks the reserve balances 

of such banks where checks on such banks have been charged to the 

accounts of the drawers but no remittances have been made to the Fed-

eral reserve banks. 

5. What defenses should be interposed to suits brought against Federal 

reserve banks based on the doctrine of the decision in the Early case. 

6. vThat changes, if any, should be made in the practices of the Federal 

reserve baziks in handling checks in the light of the decision in the 

Early case. 
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7. What other amendments to Regulation JT, if any, than those suggested 

above, should "be adopted for the purpose of clarity, uniformity or 

other reason. 

8. A discussion with representatives of the Office of the Comptroller of 

the Currency with regard to tiie subject stated in paragraph (4) above 

and other matters arising out of the decision in the Early case. 

9. A discussion of the pending revision of Treasury Department Circular 

Ho. 176, containing regulations governing the deposit of public 

moneys and the payment of Government warrants and checks. 
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TEXT OF SUGGESTED AMEITDMEvTS TO BSGULATIOH J. 

i 5 4 6 
X-6607-a 

(a) Amendment to paragraph (4) of Section V of Regulation J, 

which *ms recommended by a majority of the last Conference of Counsel 

and of the Governors' Conference and was adapted by the Federal Reserve 

Board but has never become effective, to make that paragraph read as 

follows: 

"(4) Check# received by a "Federal reserve bank on its 
member or nonmember clearing banks will ordinarily be for-
warded or presented direct to such banks and Sutih banks will 
be required to temit or pay therefor at par in cash, by bank 
drafts acceptable to the collecting Federal reserve bank, by 
telegraphic transfers of bank credits acceptable to the col-
lecting Federal reserve bank, or by authorizing the collecting 
Federal reserve bank to charge their reserve accounts or clear-
ing accounts." 

(b) An amendment to paragraph (6) of Section V of Regulation J, 

which was recommended, by a majority of the last Conference of Counsel 

and of the Governors' Conference and was adopted by the Federal Reserve 

Board but never became effective, to make that paragraph read as followsj 

"(6) The amount of any check for which payment in ac-
tually and finally collected funds is not received shall be 
charged back to the forwarding bank, regardless of whether or 
not the check itself can be returned. In such event, neither 
the owner or holder of any such check, nor the bank which sent 
such chock to the Federal reserve bank for collection, shall 
have any light of recourse upon, interest in, or right of pay-
ment from, any fund, reserve, collateral, or other property of 
the drawee bank in the possession of the Federal reserve bank." 

(c) Two amendments to paragraph (6) of Section V of Regulation J, 

each intended to meot the suggestion of Deputy Governor Blair of the 

Federal Reserve Bank of Chicago. One of these amendments would make 

paragraph (6) read as follows: 
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"The amount of any check for which payment in actually 
and finally colloctod funds is not received shall he charged 
back to the forwarding hank, regardless of whether or not the 
check itself can ho returned. In such event, neither the 
ox-mor or holder of any such check, nor the hank which sent 
such check to the Federal reserve hank for collection, shall 
have any right or recourse upon, interest in, or payment from, 
any fund, reserve, collateral, or other property of the drawee 
hank or of any hank to which such checks had been sent for col-
lect! on in the possession of the Federal reserve hank." 

The other amendment would make paragraph (6) read as follows: 

"The amount of any check for which payment in actually 
and finally collected funds is not received shall he charged 
back to the forwarding bank regardless of whether or not the 
check itself can bo returned. In such event, neither the 
owner nor holder of any such check, nor the bank which 
sent such Chock to the Federal reserve bank for collection, 
shall have any right of recourse upon, interest in, or 
right ot payment from, any funds received, collateral, or 
other property of the drawee bank, or other agent, in the 
"possession of the Federal reserve bank." 

(d) An amendment to paragraph (6) of Section V of Regulation J 

suggested "by Mr. j&gnew in his letter of April 18, 1929, to Mr. Wyatt, 

to add to that paragraph the following sentence: 

"Ho draft, authorization to charge or other order upon 
funds of a remitting bank in the possession of a Fed-
eral Reserve Bank, issued for the purpose of settling 
items handled under the terms of this Regulation, will 
be paid after receipt by such Federal Reserve Bank of 
notice of suspension of such remitting bank." 

(e) An amendment to paragraph (4) of Section 7 of Regulation J 

suggested by Mr. Logan in his letter of May 6, 1929 to Mr. Wyatt, to 

make that paragraph read as follows: 

"(4) Checks received by a Federal reserve bank on 
its member or nonmember clearing banks will ordinarily 
be forwarded or presented direct to such banks and such 
banks will be required to remit or pay therefor at par. 
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"Such remittance or payment may be made in cash, or "by 
bank draft acceptable to the collecting Federal reserve 
bank, or with the consent of the collecting Federal re-
serve bank by authorized charges against balances with 
it, or by other funds or transfers acceptable to the col-
lecting Federal reserve bank." 

(f) An amendment to paragraph (6) of Section V of Regulation J, 

suggested by Mr. Logan in his letter of April 4, 1930, and by Mr. Agnew 

in his letter of April 25, 1930, to make that paragraph read as follows; 

"(6) The amount of any check for which payment in 
actually and finally collected funds is not received shall 
be charged back to the forwarding bank, regardless of whether 
or not the check itself can be returned. In such event, 
neither the owner or holder of any such check, nor the bank 
which sent such cheek to the Federal reserve bank for col-
lection, shall have any right of recourse upon, interest in, 
or right of payment fyom the reserve balance of the drawee 
bank with the Federal reserve bank." 

(g) Amendments to paragraphs (2) and (3) of Section IV of Regulation 

J suggested by Mr. Logan in his letter of April 9, 1930 to MA Wyatt, to 

add at the end of each of these paragraphs the following; 

"provided, however, that the Federal reserve bank may 
in its discretion refuse at any time to permit the with-
drawal or other use of credit given for any item for 
which the Federal reserve bank has not yet received pay-
ment in actually and finally collected funds." 

(h) A proposed revision of Section V of Regulation J prepared by 

Mr. Wyatt and attached hereto. 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6610 

May 29, 1930. 

SUBJECT; Expenses of Federal Reserve Banks in handling 
matters for Federal Farm Board. 

Dear Sir: 

, Reference is made to the Board's letter of March 18, 

1930 (X-6540) with regard to a recent decision of the 

Comptroller General of the United States as to the pay-

ment of expenses incurred in connection with loans made 

"by the Federal Farm Board. 

For your fur their information in this connection there 

are enclosed herewith copies of correspondence "between the 

Federal Reserve Board and the Federal Farm Board with re-

gard to this question. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

TO GOVERNORS OF ALL F. B. B#%S. 
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C O P Y 
FEDERAi FARM BOARD 

Washington, D. C. 

May 21, 1930. 

Mr. E. M. McClelland, 
Asst. Secy., Federal Reserve Board, 

Washington, D. C. 

Dear Mr. McClelland; 

Reference is made to your letter of May 9, the receipt 
of which was acknowledged under date of May 10, relating to 
the question of reimbursing the Federal Reserve Banks for ex-
penses incurred by them in connection with the work of the 
Federal Farm Board. 

The Board greatly appreciates the desire to cooperate 
on the part of the Federal Reserve Banks as evidenced "by the 
copies of letters forwarded by you and desires of course to 
medt the wishes of the various hanks with respect to the pro-
cedure to he followed in making reimbursement to the extent 
that it is able to do so under the ruling of the Comptroller 
General on the subject. 

At the present time, with but one or two exceptions, 
the only services being performed by the Federal Reserve 
Banks for the Federal Farm Board are those of receiving re-
mittances forwarded to them and depositing the proceeds of 
such remittances to the credit of the Revolving Fund of the 
Federal Farm Board with the Treasurer of the United States. 
The nature of the services performed by the Federal Reserve 
Banks in behalf of the Federal Farm Board are not at all 
analogous to those performed by such banks acting in the 
capacity of fiscal agents and custodians for the War Finance 
Corporation, which services embraced the custody and handling 
for collection of all notes and securities accepted by that 
corporation in connection with advances made by it. At the 
present time, with the exception of warehouse receipts 
and other documents representing commodities against which 
the Federal Farm Board has made advances which are held by 
commercial banks as custodians all notes evidencing ad-
vances made by the Board and securities pledged in connect-
ion therewith are held in Washington, and all matters 

I 550 
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Mr. E* M. McClelland. - y2 

relating to "billing and the entering of items for collection 
are likewise handled from here rather than by the Federal Re-
serve. Banks. 

With the exception of the Federal Reserve Bank of San 
Francisco, copies of the letters from the several other Fed-
eral Reserve Banks which were enclosed in your letter of May 
9 do not indicate that the banks involved contemplate making 
any charge for the services rendered by them at the present 
time. The Federal Reserve Bank of San Francisco is acting as 
custodian in connection with one of the loans made by the 
Board and as pointed out in the letter from that bank satis-
factory arrangements have been made for the payment of bills 
rendered covering services performed by it. 

The Board will be glad to guarantee the payment of all 
legitimate and reasonable charges which may be made by the Fed-
eral Reserve Banks to the extent that it may be able to do so 
under the terms of the ruling of the Comptroller General re-
ferred to. 

i 

Assuring you of our appreciation of your cooperation, 
I am 

Very truly yours, 

(Signed) Chris &. Christensen, 
Secretary. 
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May 9, 1930. 

Federal Farm Board, 
Washington, D. C. 

Gentlemen: 

When the attention of the Federal Reserve Board was 
directed to a decision rendered "by the Comptroller General of the 
United States on February 24, 1930, the apparent effect of which 
is that Federal reserve banks in handling matters for the Federal 
Farm Board as fiscal agent of the United States should look to the 
borrowers from the Federal Farm Board rather than to the Farm Board 
itself for reimbursement for any expenses incurred, a copy of the 
Comptroller's decision was sent to each Federal reserve bank for 
its information. In response to the Board's letter replies have 
been received from four Federal reserve banks setting forth the 
views of these banks in the matter and making certain suggestions in 
regard thereto. A copy of the Board's letter and a copy of the let-
ter received from each of the Federal reserve banks on this subject 
are enclosed herewith. 

These letters are submitted to you for your information 
as to the views of these particular Federal reserve banks with re-
spect to the manner in which expenses incurred in handling matters 
for the Federal Farm Board should be reimbursed. It is hoped that 
the Federal Farm Board will find it possible, notwithstanding the 
decision of the Comptroller General, to arrange this matter in a 
manner which will be satisfactory to the Federal reserve banks with 
which transactions of this kind are had. 

By Order of the Federal Reserve Board. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

GBV sad 
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W A S H I N G T O N X-6611 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d June 3, 1930# 

SUBJECT: Amendment to Regulation A, Series of 1930. 

Dear Sir: 

There is enclosed herewith a copy of Regulation A, Series of 
1930, which lias "been tentatively adopted "by the Federal Reserve Board. 
The amendments embodied in this new Regulation are as follows: 

1. In subsection (d) of Section I so as to conform to 
the Act of April 12, 1930, which amended the fourth para-
graph of Section 13 of the Federal Seserve Act so as to 
permit Federal reserve "batiks to rediscount for member banks 
the same amount of paper of any one borrower which a national 
bank is permitted to acquire from a single borrower under the 
terms of Section 5200 of the Revised Statutes as amended by 
the McFadden Act. 
• 2. In Section VII so as to conform to the Act of May 

29, 1928, which amended the third paragraph of Section 13 
so as to permit the rediscount of sight drafts (a) when 
drawn to cover the shipment of non-agrlcultural. nonperish-
able, readily marketable staples as well as nonperishable, 
readily marketable, staple agricultural products, and (b) 
when drawn to finance the exportation of such staples as 
well as the domestic shipment thereof. 

3. To conform to the provisions of the Act of June 17, 
1929, authorizing the issuance of Treasury bills, by substi-
tuting "obligations of the Government of the United States" 
wherever the Regulation previously contained the words 
"bonds and notes of the Government of the United States" 
or "bonds or notes of the United States", and adding a 
definition of the first phrase by footnote. 

The Regulation also embodies the amendment to Section VI (d), of 
which you were advised in X-6123 dated August 30, 1928, and the amend-
ment to Section XI (3), set out in the Board's letter X-6156 dated 
October 11, 1928. i 

Before making this new Regulation effective, the Federal Reserve 
Board re_qu.ests that you furnish it, at your earliest convenience, with 
any comments or suggestions you may have to offer regarding the amend-
ments, or advise it if you feel that they are in satisfactory form. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

•fcd-ewur*. TO A&& GOWBUKSS Afe GmWm OF F. &. BASKS# 
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REGULATIONS OF THE FEDERAL RESERVE BOARD 

Regulation A, Series of 1930 

(Superseding Regulation A of 1928) 

DISCOUNTS UNDER SECTIONS 13 and 13a 

ARTICLE A 

Notes,. Drafts, and Bills of Exchange 

Section I. General Statutory Provisions. 

Any Federal reserve "bank may discount for any of its member banks any 

note, draft, or bill of exchange: Provlded-

(a) It has a definite maturity at the time of discount of not more than 

90 days, exclusive of days of grace; except that (1) if drawn or issued for 

an agricultural purpose or based on livestock, it may have a maturity at the 

time of discount of not more than nine months, exclusive of days of grace, and 

(2) certain bills of exchange payable at sight or on demand are eligible even 

though they have no definite maturity (see Section VII, below); 

(b) It has been issued or drawn for an agricultural, industrial, or com-

mercial purpose, or the proceeds have been used or are to be used for such a 

purpose, or it is a note, draft, or bill of exchange of a factor issued as 

such making advances exclusively to producers of staple agricultural products 

in their raw state; 

(c) It was not issued or drawn for the purpose of carrying or trading in 

stocks, bonds, or other investment securities, except obligations of the Gov-

1 -ernment of the United States; 

1 When used in this regulation , the words "obligations of the 
Government of the United States" shall be construed to include 
only bonds, notes, certificates of indebtedness and Treasury 
bills of the Government of the United States. 

X-6611-a 
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(d) The aggregate of notes, drafts, and bills upon which any person, co-

partnership, association,or corporation is liable as maker, acceptor, indoraer, 

drawer, or guarantor, rediscounted for any. member bank, shall at no time exceed 

the amount for which such person, copartnership, association, or corporation 

may lawfully become liable to a national banking association under the terms of 

section 5300 of the Revised Statutes, as amended; 

(e) It is indorsed by a member bank; and 

(f) It conforms to all applicable provisions of this regulation. 

Ho Federal reserve bank may discount for any member State bank or trust 

tiompany any of the notes, drafts, or bills of exchange of any one borrower who 

is liable for borrowed money to such State bank or trust company in an amount 

greater than that which could be borrowed lawfully from such State bank or 

trust company were it a national banking association. 

Any Federal reserve bank may make advances to its member banks on their 

promissory notes for a period not exceeding 15 days, provided that they are 

secured by notes, drafts, bills of exchange, or bankers' acceptances which are 

eligible for discount or for purchase by Federal reserve banks, or by the de-

posit or pledge of obligations of the Government of the United States. 

Section II. General Character of Notes, Drafts, and Bills 
of Exchange Eligible. 

The Federal Reserve Board, exercising its statutory right to define the 

character of a note, draft, or bill of exchange eligible for discount at a 

Federal reserve bank has determined that— 

(a) It must be a negotiable note, draft, or bill of exchange which has 

been issued or drawn, or the proceeds of which have been used or are to be 
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used in the first instance, in producing, purchasing, carrying, or marketing 

goods^ in one or more of the steps of the process of production, manufacture, 

or distribution, or for the purpose of carrying or trading in obligations of 

the Government of the United States, and the name of a party to such transaction 

must appear upon it as maker, drawer, acceptor, or indorser. 

(b) It must not be a note, draft, or bill of exchange the proceeds of 

which have been or are to be advanced or loaned to some other borrower, except 

as to paper described below under Sections VI (b) and VIII. 

(c) It must not be a note, draft, or bill of exchange the proceeds of 

which have been used or are to be used for permanent or fixed investments of 

any kind, such as land, buildings, or machinery, or for any other capital pur-

pose. 

(d) It must not be a note, draft, or bill of exchange the proceeds of 

which have been used or are to be used for investments of a purely speculative 

character. 

(e) It may be secured by the pledge of goods or collateral of any nature, 

including paper which is ineligible for discount, provided it (the note, draft, 

or bill of exchange) is otherwise eligible. 

Section III. Applications for Discount. 

Every application for the discount of notes, drafts, or bills of exchange 

must contain a certificate of the member bank, in form to be prescribed by 

the Federal reserve bank, that— 

(1) To the best of its knowledge and belief, such notes, drafts, or bills 

of exchange have been issued or drawn, or the proceeds thereof have been or are 

^ When used in this regulation the word "goods" shall be con-
strued to include goods, wares, merchandise, or agricultural 
products, including livestock, 
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to be used, for such a purpose as to render than eligible for discount under 

the terms of this regulation, and 

(2) That such notes, drafts, or bills of exchange have not been acquired 

from a nonmember bank, or, if so acquired, that the applying member bank has 

received permission from the Federal Reserve Board to discount with the Fed-

eral reserve bank paper acquired from nonmember banks. 

In the case of a member State bank or trust company, every such applica-

tion must contain a certificate or guaranty to the effect that the borrower is 

not liable, and will not be permitted to become liable during the time his 

paper is held by the Federal reserve bank, to such bank or trust company for 

borrowed money in an amount greater than that which oould be borrowed lawfully 

from such State bank or trust company were it a national banking association. 

Section IV. Promissory Notes. 

(a) Definition.- A promissory note,within th6 meaning of this regulation, 

is defined as an unconditional promise, in writing, signed by the maker, to 

pay, in the United States, at a fixed or determinable future time, a sum cer-

tain In dollars to order or to bearer. 

(b) Evidence of eligibility and requirement of statements.- A Federal re-

serve bank must be satisfied by reference to the rote or otherwise that it is 

eligible for discount, and the member bank shall certify in its application 

whether a financial statement of the borrower is on file with it. 

A recent financial statement of the borrower must be on file with the mem-

ber bank if it has discounted the note for a nondepositor or a nonmember bank, 

and in all other cases unless— 

(1) It is secured by a warehouse, terminal, or other similar receipt 

covering goods in storage, by a valid prior lien on livestock which is being 
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marketed or fattened for market, or by obligations of the Government of the 

United States; or 

(?) The aggregate of obligations of the borrower discounted and offered 

for discount at the Federal reserve bank by the member bank is less than a sum 

equal to 10 per cent of the paid-in capital of the member bank and is less than 

$5,000. 

Whenever the borrower has closely affiliated or subsidiary corporations or 

firms, the borrower's financial statement shall be accompanied by separate 

financial statements of such affiliated or subsidiary corporations or firms, 

unless the statement of the borrower clearly indicates that such note is both 

eligible from a legal standpoint and acceptable from a credit standpoint or 

unless financial statements of such affiliated or subsidiary corporations or 

firms are on file with the Federal reserve bank. 

A Federal reserve bank shall use its discretion in taking the steps neces-

sary to satisfy itself as to eligibility. Compliance of a note with Section 

II (c) may be evidenced by a statement of the borrower showing a reasonable 

excess of quick assets over current liabilities. A Federal reserve bank may, 

in any case, require the financial statement of the borrower to be filed with 

it. 

Section V. Drafts, Bills of Exchange, and Trade Acceptances. 

(a) Definition.— A draft or bill of exchange, within the meaning of this 

regulation, is defined as an unconditional order in writing, addressed by one 

person to another, signed by the person giving it, requiring the person to whom 

it is addressed to pay iq the United States, at a fixed or determinable future 

time, a_sum certain in dollars to the order of a specified person; and a trade 
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acceptance is defined as a draft or Mil of exchange, drawn by the seller on 

3 
the purchaser of goods sold, and accepted by such purchaser, 

(b) Evidence of eligibility and requirement of statements.— A Federal re-

serve bank shall take such steps as it deems necessary to satisfy itself as to 

the eligibility of the draft, bill, or trade acceptance offered for discount 

and may require a recent financial statement of one or more parties to the 

instrument. The draft, bill, or trade acceptance should be drawn so as to 

evidence the character of the underlying transaction, but if it is not so 

drawn evidence of eligibility may consist of a stamp or certificate affixed 

by the acceptor or drawer in a form satisfactory to the Federal reserve bank. 

Section VI. Agricultural Paper 

(a) Definition.— Agricultural paper, within the meaning of this regula-

tion, is defined as a negotiable note, draft, or bill of exchange issued or 

drawn, or the proceeds of which have been or are to be used, for agricultural 

purposes, including the production of agricultural products, the marketing of 

agricultural products by the growers thereof, or the carrying of agricultural 

products by the growers thereof pending orderly marketing, and the breeding, 

raising, fattening, or marketing of livestock, and which has a maturity at the 

time of discount of not more than nine months, exclusive of days of grace. 

(b) Paper of cooperative marketing associations.— Under the express terms 

of section 13a, notes, drafts, bills df exchange, or acceptances issued or 

drawn by cooperative marketing associations composed of producers of agricul-

tural products are deemed to have been issued or drawn for an agricultural 

3 A consignment of goods or a conditional sale of goods can 
not be considered "goods sold"-within the meaning of this clause. 
The purchase price of goods plus the cost of labor in effecting 
their installation may be included in the amount for which the 
trade acceptance is drawn. 
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purpose, if the proceeds thereof have "been or are to be— 

(1) Advanced by such association to any members thereof 
for an agricultural purpose; or 

(2) Used by such .association in making payments to any 
members thereof on account of agricultural products de-
livered by such members to the association; or 

(3) Used by such association to meet expenditures incurred 
or to be incurred by the association in connection with the 
grading, processing, packing, preparation for market, or mar-
keting of any agricultural product handled by such association 
for any of its members. 

These are not the only classes of paper of such associations which are 

eligible for discount, however, and any other paper of such associations 

which complies with the applicable requirements of this regulation may be 

discounted on the same terms and conditions as the paper of any other person 

or corporation. 

Paper of cooperative marketing associations the proceeds of which have 

been or are to be used (1) to defray the expenses of organizing such associa-

tions, or (2) for the acquisition of warehouses, for the purchase or improve-

ment of real estate, or for any other permanent or fixed investment of any 

kind, are not eligible for discount, even though such warehouses or other 

property are to be used exclusively in connection with the ordinary opera-

tions of the association. 

(c) Eligibility.— To be eligible for discount, agricultural paper, 

whether a note, draft, bill of exchange, or trade acceptance, must comply 

with the respective sections of this regulation which would apply to*it if 

its maturity were 90 days or less. 

(d) Discounts for Federal intermediate credit banks.— Any Federal reserve 

bank may discount agricultural paper for any Federal intermediate credit bank; 
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but no Federal reserve bank shall discount for any Federal intermediate credit 

bank any such paper which bears the indorsement of any nonmember State bank 

or trust company which is eligible for membership in the Federal reserve sys-

tem under the terms of section 9 of the Federal Reserve Act as amended. In 

discounting such paper each Federal reserve bank shall give preference to the 

demands of its own member banks and shall have due regard to the probable 

future needs of its own member banks. Except with the permission of the Fed-

eral Reserve Board, no Federal reserve bank shall discount paper for* any Fed-

eral intermediate credit bank when its own reserves amount to less than 50 per 

cent of its own aggregate liabilities fo* deposits and Federal reserve notes 

in actual circulation. Except with the permission of the Federal Reserve 

Board, the aggregate amount of paper discounted by all Federal reserve banks 

for any one Federal intermediate credit bank shall at no time exceed an amount 

equal to the paid-up and unimpaired capital and surplus of such Federal inter-

mediate credit tank. 

(e) Limitations.— The Federal Reserve Board prescribes no limitation on 

the aggregate amount of notes, drafts, bills of exchange, and acceptances 

with maturities in excess of three months, but not exceeding six months, ex-

clusive of days of grace, which may be discounted by any Federal reserve bank; 

but the aggregate amount of notes, drafts, bills of exchange, and acceptances 

with maturities in excess of six months, but not exceeding nine months, which 

may be discounted by any Federal reserve bank shall not exceed 10 per cent of 

its total assets. 
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Section VII. Sight Drafts Secured by Sills of Lading. 

A Federal reserve bank may discount for any of its member banks bills of 

exchange payable at sight or on demand which-

(a) Grow out of the domestic shipment or the exportation of nonperishable, 

readily marketable staples; and 

(b) Axe secured by bills of lading or other shipping documents conveying 

or securing title to such staples. 

All such bills of exchange shall be forwarded promptly for collection, 

and demand for payment shall be made promptly, unless the drawer instructs 

that they be held until arrival of car, in which event they must be pre-

sented for payment within a reasonable time after notice of arrival of such 

staples at their destination has been received- In no event shall any such 

bill be held by or for the account of a Federal reserve bank for a period 

in excess of 90 days. 

In discounting such bills Federal reserve banks may compute the interest 

to be deducted on the basis of the estimated life of each bill and adjust 

the amount thus deducted after payment of such bills to conform to the actual 

life thereof. 

Section VIII. Factors' Paper. 

Notes, drafts, and bills of exchange of factors issued as such for the 

purpose of making advances exclusively to producers of staple agricultural 

products in their raw state are eligible for discount with maturities not in 

excess of 90 days, exclusive of days of grace, irrespective of the require-

ments of Sections II (a) and II (b). 

Section IX. Paper Acquired From Nonmember Banks. 

(a) Except with the permission of the Federal Reserve Board, no Federal 
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reserve bank shall discount any paper acquired by a member bank from a non-

member bank or bearing the signature or indorsement of a nonmember bank; 

except that Federal reserve banks may discount bankers' acceptances and 

other eligible paper bearing the signature or indorsement of a nonmember 

bank, if such paper was bought by the offering bank in good faith on the 

open market from some party other than the nonmember bank. 

(b) Applications for permission to rediscount paper acquired from nonmem-

ber banks shall be made in writing by the member banks which desire to offer 

such paper for rediscount and shall state fvllly the facts which gave rise to 

each application and the reasons why the applying member banks feel justified 

in seeking such permission. Such applications shall be addressed to the Fed-

eral Reserve Board, but shall be filed with the Federal reserve agent, who 

shall forward them promptly to the Federal Reserve Board with his recommenda-

tions. 

(c) The Federal Reserve Board hereby grants its permission for Federal 

reserve banks to discount for member banks paper bearing the signature or in-

dorsement of Federal intermediate credit banks, if such paper is otherwise 

eligible under the law and this regulation. 

ARTICLE B. 
4 Bankers' Acceptances 

Section X. Definition. 

A banker's acceptance within the meaning of this regulation is defined as 

a draft or bill of exchange, whether payable in the United States or abroad 

and whether payable in dollars or some other money, of which the acceptor is 

a bank or tSust company, or a firm, person, company, or corporation engaged 

generally in the business of granting bankers' acceptance credits. 

^ For regulations governing the acceptance by member banks of 
drafts and bills or exchange drawn on them, see Regulation C, 
p.12. Digitized for FRASER 
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Section XI. Eligibility. ' 

A Federal reserve bank may discount any such bill* bearing the indorsement 

of a member bank and having a maturity at the time of discount not greater 

than that prescribed by Section XII (a), which has been drawn under a credit 

opened for the purpose of conducting or settling accounts resulting from a 

transaction or transactions involving any one of the following: 

(1) The shipment of goods between the United States and 
any foreign country, or between the United States and any 
of its dependencies or insular possessions, or between for-
eign countries, or between dependencies or insular posses-
sions and foreign countries; 

(2) The shipment of goods within the United States, pro-
vided shipping documents conveying security title are at-
tached at the time of acceptance; or 

(3) The storage in the United States or in any foreign 
country of readily marketable staples, provided that the 
bill is secured at the time of acceptance by a warehouse, 
terminal, or other similar receipt, conveying security title 
to such staples, issued by a party independent of the customer 
or issued by a grain elevator or warehouse company duly bonded 
and licensed and regularly inspected by State or Federal author-
ities with whom all receipts for such staples and all transfers 
thereof are registered and without whose consent no staples may 
be withdrawn; and provided further that the acceptor remains se-
cured throughout the life of the acceptance. In the event that 
the goods mugt be withdrawn from storage prior to the maturity 
of the acceptance or the retirement of the credit, a trust receipt 
or other similar document covering the goods may be substituted 
in lieu of the original document, provided that such substitution 
is conditioned upon a reasonably prompt liquidation of the credit. 
In order to insure compliance with this condition it should be 
required, when the original document is released, either (a) that 
the proceeds of the goods will be applied within a specified time 
toward a liquidation of the acceptance credit or fbY that, a new 
document, similar to the original one, will be resubstituted within 
a specified time. 

Provided, That acceptances for any one customer in excess of 10 per cent 

of the capital and surplus of the accepting bank must remain actually secured 

5 A readily marketable staple within the meaning of these regula-
tions may oe defined as an article of commerce« agriculture, or 
industry of such uses as to make it the subject or constant deal-
ings in ready markets with such frequent quotations of price as 
tovmake (a) the price easily and definitely ascertainable and 
(S) .the staple itself easy to realize upon by sale at any time. 
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throughout the life of the acceptance, and in the case of the acceptances of 

member banks this security must consist of shipping documents, warehouse re-

ceipts, or other such documents, or some other actual security growing out of 

the same transaction as the acceptance, such as documentary drafts, trade ac-

ceptances, terminal receipts, or trust receipts which have been issued under 

such circumstances, and which cover goods of such a character, as to insure 

at all times a continuance of an effective and lawful lien in favor of the 

accepting bank, other trust receipts not being considered such actual security 

if they permit the customer to have access to or control over the goods, 

A Federal reserve bank may also discount any bill drawn by a bank or 

banker in a foreign country or dependency or insular possession of the 

United States for the purpose of furnishing dollar exchange as provided in 

Regulation C, provided that it has a maturity at the time of discount of not 

more than three months, exclusive of days of grace. 

Section XII. Maturities. 

(a) Legal requirements.— No such acceptance is eligible for discount 

which has a maturity at the time of discount in excess of 90 days' sight, ex-

clusive of days of grace, except that acceptances drawn for agricultural pur-

poses and secured at the time of acceptance by warehouse receipts or other 

such documents conveying or securing title covering readily marketable staples 

may be discounted with maturities at the time of discount of not more than 

six months' sight, exclusive of days of grace. 

(b) General conditions as to maturity of domestic acceptances.— 

Although a Federal reserve bank may legally discount an acceptance having a 

maturity #t the time of discount not greater than that proscribed under (a), 

i.t may decline to discount any acceptance the maturity of which is in excess 

of the usual or customary period of credit required to finance the underlying 
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transaction or which is in excess of that period reasonably necessary to 

finance such transaction. Since the purpose of permitting the acceptance of 

drafts secured by warehouse receipts or other such documents is to permit of 

the temporary holding of readily marketable staples in storage pending a 

reasonably prompt sale, shipment, or distribution, no such acceptance should 

have a maturity in excess of the time ordinarily necessary to effect a 

reasonably prompt sale, shipment, or distribution into the process of 

manufacture or consumption. 

Section XIII. Evidence of Eligibility 

A Federal reserve bank must be satisfied, either* 1>y reference to the 

acceptance itself or otherwise, that the acceptance is eligible for discount 

under the terms of the law and the provisions of this regulation. The bill 

itself should be drawn so as to evidence the character of the underlying 

transaction, but if it is not so drawn evidence of eligibility may consist 

of a stamp or certificate affixed by the acceptor in form satisfactory to the 

federal reserve bank. 
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W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o JU216 3 , 1930* 
t h e f e d e r a l r e s e r v e b o a r d 

SflBJECTt Amendment $o Regulation K. 

Jfear Sir* 

Shis is to advise you that the Federal Be serve Board, on May 29, 
1930, amended Section IT of Regulation K with regard to the titles of cor-
porations organized under the terms of Section 25(a) of the Sectoral Reserve 
Aet so as to make Section 17 read ae follows t 

"Section in 

"Inasmuch a* the name of thd Corporation is subject to the , 
approval of the Inderal Reserve Board, a preliminary application 
for that approval should be filed with the Federal Reserve Board 
on y.R.B. Form 150, which is made a part of this regulation. Dais 
application should state merely that the organisation of a Corpor-
ation under the proposed name is contemplated, and may request the 
approval of that name and its reservation for a period of 30 days. 

"So far as possible the title of the Corporation should in-
dicate the nature or reason of the business contemplated and should 
in no case resemble the name of any other corporation to the extent 
that it might result in misleading or deceiving the public as to its 
identity, purpose, oonnecUons or affiliations* 

"SEhe tltike of every such corporation shall include the word 
"foreign" or the word "international*, and no such corporation 
will be permitted to have the rrord "bank" as part of its tltie; 

any corporation which'is closely affiliated with one or more batiks 

the foreign banking business of suchbank or banks mgy include the 
word "bank" in its corporate title and need not include the word 
0foreign" or the word *i nternati otial.H 

This amendment to Regulation K is effective immediately. 

By Order of the Federal Reserve Board, 

Very truly yours, 

2. M. McClelland, 
Assistant Secgetafy. 

TO I. R. AfiBHS Am GOVBEOKBS OF ALL t, R. BABES, Digitized for FRASER 
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W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6613 

June 3, 1930. 

SUBJECT; Amendment to Regulation 1* 

Dear Sir: 

This is to advise you that the Federal Reserve Board on 
May 14, 1930, amended its Regulation I, effective immediately, so as 
to conform to the Act of March 2, 1929, exempting from the provisions 
of the Clayton Act joint stock land banks»and "other banking institu-
tions which do no commercial bsftkifig business". The amendment to this 
regulation consists of the addition immediately after paragraph (l) 
of Section III of Regulation L, of two paragraphs -r'hlch will read as 
followsi 

"(2) Do not apply to joint-stock land banks 
organized under the provisions of the Federal 
Farm Loan Act. 

"(3) Do not apply to banking institutions 
which do no commercial banking business." 

This amended regulation is now being printed and as soon 
as possible a supply thereof will be furnished you. 

By Order of the Federal Reserve Board. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

To Federal Reserve Agents and 
governors of all Federal Reserve Ba^s, 
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HONORABl£ EEMUND PULTT 
For release in Vice Governor of the Federal Besorve Board 
afternoon papers 
Saturday, June 14. at the June (Quarterly Meeting of the 

HBW t m u m COUNCIL 

Poland Spring, Maine, 
June 14, 1930. 

Jle Americans I think are generally rather prone to what might be called 

doctrinaire positions, that is, we fre<juently take the position that one 

method of doing something is the logical and only method and that all other 

methods are wrong even though we find that other methods are in use in other 

countries with evident success. Ours is a "big country and we are rather 

"bumptious about its great progress and general success. We do not easily see, 

or if we do see, we are often rather unwilling to admit its shortcomings or to 

provide remedies. Then when something gets so had as to force itself on our 

attention and "becomes a subject of rather general agitation we too frequently 

think that the only remedy consists in passing more laws. Our "banking system 

which grew up originally under state charters has "been generally described as 

an independent unit "banking system, with every community large enough to 

require "banking accommodation served by its own local banking corporation. So 

strongly wedded have most of our bankers been to this system that not a few 

of them have denounced branch banking as monopolistic and un-American, and 

some of them appear to believe that the only reason why Canada is not larger 

than the United States today is because Canada has branch banking. 

Now, persons who have given a good deal of time to the study of banking 

in other countries as well as our own are of the opinion that branch banking 

has served Canada, very well, and has promoted the development of its great West 
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Instead of retarding it. We find, in fact, that interest rates in the 

prairie provinces of Canada are generally somewhat lower than interest rates 

in our adjoining states, and we find, furthermore, that a tremendous amount 

6f money has "been lost through "batik failures in such states as North and 

South Dakota, Montana and Idaho, While just acrGss the "border in Ciati&da there 

have "been no failures : during recent years. If the 

agricultural and economic depression of 1920-21 was the cause of a great 

number of "bank failures in the great agricultural sections of the United States 

'why did it not cause an equal number of failures across the line where 

conditions were practically the same? It seems obvious that our "banking 

system itself must have been at least somewhat at fault - that it was not 

strong enouga to stand up under adverse conditions, looking "bade into our 

"hanking history we find that after every period of business depression many 

small banks have failed, while as a rule the larger "batiks in the larger 

cities have stood the test. You are doubtless familiar with the figures 

presented by the Comptroller of the Currency, Mr. Pole, in hie annual 

report and in his recent addresses showing that some two-thirds of the bade 

failures in this country are of banks of small capitalization, $25,000 or 

less, and that about an equal percentage of the bank failures occur in small 

towns, towns of 2,500 and less. These figures and their classification by 

capital ization and by size of communities have been furnished from time to 

time by the Division of Bank Operations of the Federal Reserve Board and 

have been published from time to time in the Federal Reserve Bulletin, 

Ho less than 5,642 batiks were closed in the years 1921 to 1929, 

inclusive, most of them in agricultural communities Where the people could 

least afford to lose. "During the last 10 years," said the Comptroller, "and 
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continuing at the present, bank failures have teen a "blight on the 

Mississippi Valley, the South, the Southwest and the Northwest. There are 
- ; . 

agricultural counties in ihidh every "bank has failed." There were 349 

failures during the first four months of this year ending April 30th, of 

which 92 occurred in the month of April. The latest figures show about the same 

proportion of failures of "banks with small capitalization and in small towns. 

This whole exhibit of failures is a disgrace to the country and certainly 

should not be permitted to continue if a remedy can be found, whether the 

remedy is popular or unpopular in the banking fraternity. It is something 

that business men should take more interest in than they have generally ehowa 

in the past. 

The problem is not acute in the northeastern states* New England, Hew Yoik 

and Pennsylvania have had very few bank failures but they are not so entirely 

exempt as to make the subject wholly without interest. Two failures havd 

sccurred in the Boston Federal Reserve District since the first of Januaxy, 

one in the Now York District, two in tho Philadelphia District, seven in tho 

Cleveland District. It is interesting to no to that all the other districts 

iSan into two figures, excepting one, San Francisco, tho largest of those with two 

figures being the Chicago District with 93 failures and the smallest the 

Dallas District with fourteen. Coming down to the San Francisco District we 

find only three. The Pacific Coast, therefore, appears to rank with 

relation to bank failures at least somewhat with the Eastern states, but there 

we find throughout the great State of California branch banking very highly 

developed,which at least raises the presumption, the district being largely 

agricultural, that branch banking maty have something to do with the contrast 

between that district and the agricultural districts of the South and Middle 

West. 
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I have been, credited with having "been something of a pioneer in ^ ***¥2 

advocating branch tanking as a remedy for "bank failures, tnit "branch "banking 

has been recognized as a remedy And has bean recommended many times in the 

past. After the great panic of 1893 we find that two Comptrollers of the 

Currency in succession, Mr. Jtckles and Mr* Charles Q. Bowes, recommended 

branch banking, particularly in the amallor communities. Mr. Dawes 

reconmended that branches be allowed in towns of 2,000 or less, bat he 

coupled this recommendation with a rather violent argument against a general 

er nationr-wide branch banking development and did not follow it up. 

In May 1902, Mr. James B. Forgan, Chairman of the First national Bank of 

Chicago, one of the leading bankers for many years in the United States, 

delivered an address on "branch banking before the Bankers dub at Milwaukee, 

which attracted considerable attention. Mr. Forgan declared that the 

development of banking in the United States had been diverted from its 

natural course by erroneous politics and policy and added: 

"Had banking, as in the case of other lines of business, been 
allowed to work out its own destiny untrammeled by politics and free 
from subordination to government necessities a system would ere this 
have been established which would have made itself felt as a potent 
factor in the financial affairs of nations. "7e would also now have 
a system that would stand together for the public benefit in times 
of financial distress. As it is today we have no banks that will 
compare in financial strength and power with those of other countries. 
While actively competing with other nations in the fields of com-
merce and industry, it mast be admitted that in the world's fin-
ance we are away behind in the race; not does our system even 
satisfactorily provide for our own domestic requirements. The need 
of coalition among our unit banks is urgent." 

!Bxo passage of the Federal He servo Act #nd the development of tho Federal 

Reserve System have changed some of tho worst conditions that Mr. Forgan 

complained of, and wo have had coalitions in the large cities Which have 

givon us banks Which doj compare in financial strength and power with those of 

other countries. It is claimed that wo have one or two banks in How York 

since the latest, merger* laager fcfoaja any baric in any otbar country — l»t 
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there is still urgent need of coalition among our email unit tanks in the 

agricultural sections of the country* Mergers have gone a long way, possibly 

too far, in the big cities W k they have "been practically forbidden to 

country "banks. If you attempt to merge two hanks in towns located ten or 

twenty miles apart in the same county hut not within the same municipal limits 

you cannot under federal law keep "both offices open. The McFadden Act of 

February 1927 permits mergers and branches in cities where state banks can 

h^ye branches but prohibits mergers and branches in country districts if the 

banks belong to the Federal Reserve System even though state laws permit and 

encourage branches. 

This prohibition has had a rather serious effect in one of our southern 

Federal reserve districts, the Richmond District, where considerable numbers 

of country banks, some of them rather sizeable, havo withdrawn from tho 

Federal Reserve System in order to enter branch banking organizations under 

state laws. This development has been mostly in North and South Carolina, 

and Governor Seay of the Federal Reserve Bank of Richmond has stated in a 

recent letter that "The aggregate deposits of banks which havo relinquished 

membership because of the present status of the law relating to branch 

banking was about $75,000,000" - during 1929 and to date of letter in 1930. 

Further commenting upon these conditions in a letter dated May 20th, Governor 

Seay says, "The extent to which branch banking shall be permitted, that is, 

whether it shall, be country-wide or shall have commercial or Federal reserve 

zones may be debatable; tut I do not think it is any longer debatable as to 

whether member banks in the Federal Reserve System shall bo able to 

establish branches throughout states which permit their own state banking 

institutions to establish branches.* 
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Sale statement it seems to me should have general endorsement. There 

is no reason that I can see why national "banks and member state hanks should 

not he allowed the sa&e privileges with relation to branch hanking that are 

allowed to state hanks in the states where branch banking is permitted. A 

few banks have been lost to tho Federal Beserve System in othor Reserve 

Districts through the branch banking restrictions of the MtiFMcLen Act, ono 

of them here in the State of Maine. It is obvious, of course, that the 

recent rapid development of branch banking in the Carolines has been chiefly 

due to economic reasons. Many small banks have failed within the last fivo 

years and the people have turned to branch banking as a remedy. Why try to 

restrain such a natural and necessary movement by law? 

The general conception of branch banking on the part of many of the 

bankers who havo participated in the debate on the subject is that of a 

•reaching out" of banks in tho large cities into the country. That con-

ception was recently expressed by Mr. 0. T. Zimmerman, President of the 

First National Bank of Huntingdon, Pa., in an article, published in the 

"Bankers Magazine," in Which he said, "Merging of city banks in order to 

handle larger financing is doubtless justifiable in this trend, but to 

enable them to reach out for control of country banks is not justifiable." 

It didn't seem to occur to Mr. Zimmerman that country banks could merge if 

allowed to have branches, without reference to, or connection with any 

la|*ge city. The Comptroller's proposed amendment to the banking laws might 

we%l prohibit banks in central reserve cities, that is Hew York and Chicago, 

from establishing hraa&beq outside city limits* unless in Immediately 

adjoining suburban territory ~ for two reasons. In the first place, they 

never would put branches in small towns where bank failures mostly occur. 

Their idea of branch banking is to have branches only in the larger cities, 
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which would, not accomplish anything so far as the prevention of failures is 

concerned* Furthermore, they have no need, of "branches as they already do a 

very large part of the "beat "business all over the country without the 

expense of maintaining "branches. In almost every small city and in many of 

the rather large cities there are large industries and people of woalth who 

find the local "banking facilities too small for their purpose and, therefore, 

carry accounts in New York or Chicago. This "brings up the Comptroller's 

point that to permit "branch "banking in "trade areas" would decentralize credit, 

that is, would create hanking institutions in what New York sometimes calls 

the Hlntorland large enough to handle much of the "business now forced into 

New York "because our unit "banks in a very great number of places are too 

small to handle it. 

It does not seem to "be clearly understood that the unit "banking system, 

carried to such an extreme as we have carried it in this country, forces 

"banking business into the tig cities and particularly into Sew York that 

could and should he done elsewhere, and also fosters speculation "by forcing 

money into Wall Street to he loaned to brokers that might frequently he 

loaned, if not at home, at least to industries in the same state or in the 

same general neighborhood. Some economists have recognized this fact, but 

I think it was never forcefully presented until Comptroller Pole's recent 

address. It's truth can be amply proven. Early in 1926 there was formed in 

South Carolina a combination of three.banks under the auspices of the Bank 

of Charleston, which after the necessary consolidations became the South 

Carolina national Bank. Interests connected with the Bank of Charleston, 

of which Mr. E. S. Small was the president, acquired control of the Norwood 

National Bank of Greenville in the Piedmont section and the Carolina National 

Bank in Columbia, in the center of the state. These three banks became 

state banks for a brief period and were consolidated under state laws, the Digitized for FRASER 
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Greenville tank and the Columbia bank "becoming "branches of the hank In 

Charleston. They were then coaflgirted into a national "bank with "branches under 

the provisions of the Act of 1865 (a wise provision of law unhappily 

repealed hy the McFadden Act in 1927). In a circular letter issued to the 

shareholders of the Bank of Charleston, N.B.A., in January 1926, Mr. Small 

stated that it was planned to consolidate these three "banks into one 

corporation, in order, first, to "be able to compete with the larger 

institutions in the North and East for the best class of "business in the 

state and, secondly, he said, 

" It is a fundamental principle of banking that loans should 
be diversified, but there has not been in the smaller communities 
throughout the country a proper recognition of what diversification 
is. In a community like this practically all of our enterprises 
are dependent upon the results of agriculture, so that the failure 
of our crops is reflected in losses among our business institutions, 
and no matter how we may divide our loans among the various kinds of 
business, the fact that all the businesses are more or less dependent 
upon agriculture, in the last analysis, means that all our loans are 
dependent upon agriculture, so that no real diversification is 
obtained. The demand for money in one locality, such as this, is 
seasonal, which means that we have a big demand at one season and a 
small demand at another, resulting in our having to borrow at one 
season and to lend on call in Sew York at another, both of which 
processes are expensive. Through, operating in Greenville we diversify 
our loans by having a number of them dependent upon an entirely 
different set of conditions, which insures a diversity, not otherwise 
obtainable, and in addition, the seasonal demand in Greenville for funds 
is exactly the opposite f rom Charle ston, with a result that it will 
avoid, to a large extent, the necessity of borrowing at one season and 
lending on call in Sew York at another, thus giving us greater 
diversity epd a more uniform demand." 

Here is a distinct recognition of the fact that money was loaned on call 

in Sew York either from Greenville or from Charleston which could have been 

loaned in the state if the Institutions in both sections of the state could 

work together, Greenville, as you know, is a manufacturing town and the 

peek of demands in that section would naturally come at a different time from 

the peak of demands at Charleston on the seacoast. I understand that the 
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expectations outlined in this .circular letter in 1926 have since "been 

realized and that the institution is successful. That similar conditions 

obtain in many other states and 6 actions is proven "by the testimony of the 

group hankers recently summoned to the hearing "before the Banking and 

Currency Committee of the House of Representatives. Every one of them stated 

that they were able through their larger organizations to keep business at 

home that had before been forced to New Yoik or Chicago. As Mr* Deckor phrased 

it "We are tired of having the cow fed in Minnesota and milked in New York." 

Much interesting information was brought out in these hearings before 

the Banking and Currency Committee of the House of Representatives on the 

general subject of branch, group and chain banking. The hearings were the 

result of the recommendations made by the Comptroller of the Currency in 

his annual report, and his interesting and very ablo statement was heard 

fifst. When ho had presented all his facts and recommendations it scorned 

to me that there was evidence of considerable change of opinion on tho part 

of several of the members of tho Commit too, and as tho hearings progressed 

it became evident that there was a rather general feeling that some extension 

of branch banking would be advisable. Almost all the witnesses, including 

some of those who cam# to oppose branch banking, admitted under questioning 

that there were some places where branches would serve better than small 

separate corporations. Mr. A. J. Viegel, Banking Superintendent of the 

State of Minnesota, in a recent statement, mentioned 154 places in that state 

which previously had supported banks where there are now no banking accommoda-

tions whatever, principally because of failures. About ono-half of them he 

said should have some kind of banking service, but he said ho could see no 

way of safely serving them except through branches. 

There was much interesting testimony from the representatives of the 

new group TvwTHng organizations iti Minneapolis and St. Paul, in Detroit and in Digitized for FRASER 
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Buffalo. Mr. Decker and Mr. Wakefield who head the two leading group 

•httrdHwg organizations in Minneapolis and St. Paul, controlling "banks in a 

territory where failures have "been numerous and disastrous, presented rather 

convincing arguments that their group systems have served a very useful 

purpose. Both of them denied that they would convert their group banks 

into "branch "banks if authority were given them to do so, but they both 

admitted that their groups included only rather sizeable banks located in 

rather sizeable towns, and that it would be an advantage if their banks 

could have branches in the smaller places not now touched by them. 

Mr. Lord of the GuardiaiHDetroit group made similar statements, but was 

rather more willing to admit that branch banking would be more economical 

and might give better service. With few exceptions the banks in his group 

are located in cities not smaller than 10,000. Several of the group bankers 

admitted that if branch banking superseded group barking it would probably 

result in lowor intorost rates in the smaller group towns. All of than, 

hovrovor, declared that the banks in their combinations were independent 

units, each managed by its own local board of directors and each retaining its 

local pride, even though the stock of the local banks is all owned by 

holding companies. All thought the grfup system had some marked advantages, 

by comparison with branch banking. In the case of all of these new group 

banking systems the stock of the local banks has been exchanged for stock in 

the holding companies, so th%t the old stockholders may be said to retain 

an interest in their own bonks and to have acquired an interest in all the 

other banks of the group. Mr# Wakefield of the First Bank Stock Corporation 
/ 

said that his group had started to buy control of banks for cash, "hit had 

found that did not work woll. People woro unwilling to sell for cash but 
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were willing to exchange their stock for stock in the larger corporation. In 

the Guardians-Detroit group, the holding company stock carries double 

liability; just as "bank stock does. 

This system of group tanking is new and Is certainly different from what 

has been known for many years as "chain banking" where one man or a group of 

mon have purchased for cash the control of a number of banks* As conducted 

in the Minneapolis-St. Paul district, in the Detroit district and by the 

Marine-Midland group of Buffalo, the groups bear a very strong resemblance to 

branch banking. The men representing them all declared that no single bank 

in the system could or would be allowed to fail. They declared also that if 

any ̂ dividual or industry in any community had. need for loans larger than the 

loaning limit of the local group bank of the community such loans would be 

taken care of within the grovqp. I agree with Comptroller Pole that this 

development of group banking should not be checked "by law unless something 

better can be substituted for it. We pass too many* restrictive laws. What 

xro want now is something constructive. 

This kind of group banking not only resembles branch banking, but 

probably would have been called branch banking in the days of the old state 

banks before the Civil War. One of the model branch banking organizations of 

that period was the Bank of Indiana, of which Hugh McCulloch who became the 

first Comptroller of the Currency was the president. If you look into the 

history and structure of the old Bank of Indiana you will find that its 

branches were pretty nearly independent. As originally organized, the Bank 

of Indiana was not much more than a board of directors, appointed by the 

Legislature, with certain supervisory and directory powers, while the 

branches were independently organized banks with separate stock# The Bank of 
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Ohio was also a grovq» of pretty nearly independent "banks bound together 

under a modification of the Heir York safety fund principle. In those days, 

of course, the emphasis was on giving security to note issueŝ  but the 

principles are the same when applied to security for deposits. Deposit 

tanking was something which grew up in the cities and was not much understood 

for a long time outside of the cities. The notion that depositors did not 

need any special protection persisted for many years after the National 

Banking Act was passed, and Mr. Thomas P. Kane in his took "The Romance and 

Tragedy of Banking," published in 1922, declared that with all the numerous 

amendments of the National Banking Act passed since 1864 not one "can be said 
* - - -

to have had for its object the increase of the security of depositors in 

national banks" until the federal Reserve Act was passed. 

The resemblance of the group banks of today to the branch banks of the 

days before the Civil War suggests that with proper legal recognition and 

direction they might be developed into branch banking institutions somewhat 

of the old type - the branches retaining a considerable amount of 

independence, bat being jointly responsible for the debts of every branch in 

the group as was the case in the old Bank of Indiana, and each group 

supervised and in a measure controlled ty a central board of directors, under 

governmental supervision. Possibly such a system of branch banking - a sort 

of compromise between group and branch banking - would meet the chief 

objection of many of the ardent opponents of branch banking. I mention this 

merely as possibility, and without nuch confidence that such systems would 

take care of the very smell towns where most of the banking failures occur. 

It should serve to bring to mind, that branch banking need not nocessarily 

be of one pattern. Branch banking can be organized so as to give the 
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"branches a certain amount of independence, and can "be organized without any 

"parent "bank" - simply a group of "banks in different places operating under 

one corporation. The head office, where the directors meet and where the 

corporation "books are kept, need not "be a "bank. I am not quite sure that 

there mast "be a "head office™ - at any rate one of the institutions in the 

South operating two "banking offices - "banks recently consolidated - maintained 

in recent letters to the Federal Reserve Board that there was no "parent 

"bank" involved, and no "head office." Therefore, thoy thought they should 

"be allowed to remain in the Federal Be serve System. I thought so myself 

"but our Counsel could not "be convinced. 

"Whether you like it or not," said Mr. Decker of Minneapolis in his 

recent statement to the Banking and Currency Committee, "size is 

fundamental in many .lines of "business. It certainly is in the "banking 

"business." Sow, keeping always in mind the main purpose of making our 

country "banks large enough to take care of a larger share of the local 

"business, some of which now goes to Hew York, and large enough and with 

diversification enough to "be able to stand up in adverse times, what limits 

should "be set, with relation to capital and to extent or number of "branches? 

Mr. Henry Dawes, former Comptroller represents the extreme position of 

opposition to "branches, but admits the necessity of larger banks. He cites 

the fact that 88 per cent of the failures of the last nine years have been 

bonks with a capital less than $100,000, and recommends that no banks be 

chartered in the future with a capital less than $100,000. If I vectors toed 
4- • . 

his recent statement to the Banking and Currency Committee he would not 

permit smaller country banks to consolidate so as to obtain the requisite 

capital, if consolidation involved the maintenance of more than one office, 
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In different places. His idea seemed to "be that unless a town or commxnity 

was large enough to maintain an independent tank with a capital of $100,000 

it should depend on the neatest large town - i. e., it should "be deprived of 

convenient "banking service. Mr. Dawes took the ground apparently that we 

must either have nationwide "branch "banking, or none at all outside of cities* 

"It seems to me," he said, "there is no room for compromise on this subject 

and that a determination should "be reached as to whether the United States 

wishes to embrace a national system of "branch "banking or to preserve its 

coordinated independent units. It cannot do "both." 

I disagree wholly with this dogaatic position. There was more "branch 

"banking in the United States 100 years ago, in proportion to population and 

"banking resources, than there is today, and there always has "been some "branch 

"banking in the Tfaitod States. In fact there always has been some branch 

"haniring in the Rational Banking System, and I think it can "be shown that not 

quite all of it came in through conversion of state honks. There is no 

clear evidence that the Congresses of Civil War days in enacting the 

National Banking Act had any intention of prohibiting "branch "banking, and I 

am informed that the Comptroller's office did not finally pass upon the 

question until 1902. In 1911 Attorney General Wickersham delivered an 

opinion adverse to "branches in the case of the Lowry national Bank of 

Atlanta, an opinion later much modified "by Attorney General Dougherty who 

Oct. 3, 1923, found in favor of additional offices withizvdity limits. The 

matter was never definitely decided "by the Supreme Court, the St. Louis case 

in 1924 having turned on enforcement of a state law. .Now and then 

National "banks opened outside offices and sometimes they withstood the 

Comptroller's criticisms for a considerable period. The Citizens National 
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Bank of Newport, New Hampshire, was given a certificate by the Comptroller 

o» March 27th last for the operation of a "branch at Warner, in an 

adjoining county, on the ground that the branch had teen operated for the 

past 25 years. There are today (April 8th figures) 273 "banks in the 

United States maintaining 570 "branches outside so-called city limits without 

counting California* Twelve of them are National banks maintaining 28 

"branches. North Carolina heads the list with 34 "banks maintaining 66 

outside "branches, California has two less "bonks (32) with out si do "branches, 

"but the number of "brandies is much greater, 547, of which 313 are "branches 

Of National "banks. Of the "banks maintaining outside "branches 52 are in 

Now England, 22 of them in Maine, the Maine "banks maintaining 57 "branches, 

The Maine law, permitting "branches in the county of tho pardi.t "bank and any 

Adjoining county seems to me excellent, and the limit it provides would 

"be sufficient, I think in any Eastern state. In Western states where there 

is much less diversification of industries the limit should doubtless "be much 

wider, perhaps in some districts comprising more than one state. 

Branch "banking can "be limited in any way desired - "by territory to "be 

covered, by number of "branches to "be allowed each "bank, or Ty tho size of the 

places in yjhich "branches may "be organized. As four-fifths of all "bank 

failures haye occurred in places of loss than 2,500 inhabitants the law 

might provide that no more unit banks should be incorporated in places of 

loss size, branches to be authorized instead. There is no reason why we 

should decide now with relation to what kind of banking may seem desirable 

to the people fifty or 100 years from now, and no reason why we should not 

apply a desirable and well proven remedy within limits now because of fear 

that some future generation may decide to enlarge the limits. 
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Batiks havo a common law right to establish "branches. Biis was generally 

recognized In the early days of our nation's history-. In many states they 

have lost this right through restrictive legislation, some of it not 

originally intended to prohibit "branches. The obvious thing to do is to 

repeal some of the restrictions and allow some freedom of natural 

development. I do not "believe that there would he any rapid or dangerous 

development, if the establishment of branches were permitted within trade 

areas as the Comptroller suggests. I do not believe that any Comptroller 

would permit a dangerous or a very rapid development, and the history of 

branch banking where long authorized by state laws seems to indicate (with the 

single exception of California) that development would proceed slowly anyway. 

Branch banking is really a country bank proposition. How York and Chicago 

bankers are generally opposed to it (witness the testimony of Mr. George W. 

Davison of the Contral-Banover) having learned many years ago that correspondent 

banking serves them best. As long as the banking units out in the states can 

be kept comparatively small the biggest and best business must come to the 

big citieŝ  and the country banks themselves through their correspondent 

accounts must furnish a large part of the funds with which this business is 

taken care of. The present system suits Wall Street bankers exactly, and why 

should they worry over the continued failures of a lot of little banks off 

somewhere in the distant prairiee? 

I suggest as the first amendments necessary to remedy the present disgrace* 

gul situation with relation to bank failures that national banks be given the 

same privileges with relation to branches that state banks have, and second 

that in all states national baiks should be permitted to establish branches 

through consolidations in trade areas, which might well start with the limit* 

of the present Maine law, with discretion to the Comptroller for extension 

where necessary in order to secure the diversification essential to safety. 
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F E D E R A L R E S E R V E B A R K 

0 7 R I C H M O N D 

June 2, 1930 

Federal Reserve Board, 
Washington, B.C. 

Attention: Mr. Walter Wyatt, general Counsel. 

My dear Mr. Wyatt; 

I received your letter of May 14th with its enclosures and the 
letter of May 28th from Mr. Vest enclosing a program of topics for the ap-
proaching Conference of Counsel for Federal Reserve Banks. You of course 
know ray views upon the advisability of adopting in principle the recommenda-
tions of the Counsel of Federal Reserve Banks adopted at the conference held 
in March of last year. Assuming, however, that the revision of Regulation J 
proposed by you is designed to put that principle into operation, I wish to 
say that the form of the regulation is entirely acceptable to me, as it 
seems to me that it has clearly and unequivocally defined its objects and 
cleared up one or two points which the recommendations at the last conference 
left in doubt. 

There are, however, two minor points which I desire to bring to 
your attention. The operating departments of this bank seem to consider 
that the use of authorizations to charge the reserve account rather than 
drafts drawn on this bank tends to simplify accounting methods. I am there-
fore suggesting that the footnote on Page 2 is superfluous. Paragraph 4 on 
Page 3, as drawn by you, indicates clearly that the specific authorizations 
are subject to acceptance by Federal reserve banks, and it therefore does 
not seem necessary to discourage the use of specific authorizations rather 
than drafts. 

There is another small point to which I wish to call your atten-
tion in connection with the concluding lines of Paragraph 4 on Page 3 of 
the proposed amendment to Regulation J. It sometimes happens that a member 
bank sends to a Federal reserve bank either immediate credit checks or drafts 
payable in the city of the Federal reserve bank. These are received at the 
opening of business and accordingly credited to the account of the member 
bank, thus giving the member bank an apparently available balance although 
the credit items have not been actually collected. If a draft from this 
bank or an authorization was received on the same morning, it would in ordi-
nary course be charged against this apparent balance; but it might happen 
that the immediate credit checks or the drafts would be dishonored that day 
and so it would appear that the charge had been made against an apparently 
available balance ...but not against an actually available balance. A particu-
lar case will illustrate my meaning. When the Commercial National Bank of 
Statesville failed, it had Sit the opening of business on the day prior to its 
closing a balance of a few thousand dollars. On the day before its closing 
it made transfers and other deposits which brought its balance up to approxi-
mately $17,000.00. It also deposited a draft payable in Charlotte, IT. C., 
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Mr. Walter Wyatt, 
Federal Reserve Board, 
Washington, B.C. 

for about $12,000.00. The Statesville bank was doing business with the 
Charlotte Branch and was immediately credited with the amount of the Char-
lotte draft. On the same day we received the usual authorizations directing 
us to charge its reserve account with cash letters totaling $21,000.00. 
This charge was made on the afternoon of that day. After the charge was 
made the $12,000.00 draft was dishonored and charged back to the account of 
the Statesville bank, creating an apparent overdraft. We reversed our charge 
for the cash letters and charged t%e items in them back to our endorsing 
banks, thus leaving a credit balance of approximately $17,000.00. We held 
this balance pending the decision in the Early case. A suit was brought 
against this bank by the holder of a check in our cash letter alleging negli-
gence and also claiming an equitable lien on the reserve balance. This case 
was recently tried and the court dismissed the action in so far as it de-
pended upon negligence, but sustained it in so far as the lien upon the re-
serve balance was concerned, holding that that point was governed by the 
Early case. 

The case which I mention arose before February 1, 1929, and the 
Comptroller admitted that the Early case applied. 

I was a little uneasy for fear that the plaintiff would make the 
point that the charging of these cash letters against an apparently sufficient 
balance amounted to a final payment, and if this payment were made against un-
collected funds our position was the same as that, of any other bank which 
paid a check against uncollected funds. The point was never made in the case 
but I refer to the case as an illustration. 

I felt fairly confident that if the point were made I could suc-
cessfully contend that the charging of the cash letters under the circular 
was merely a step in bookkeeping necessary to protect the interest of the de-
positing banks, and hence if it later appeared that the charge was made 
against an actually available balance, the oversight could be corrected up-
on the ground that we had not in fact received payment in actually collected 
funds. 

It seems to me that under the proposed revision of Regulation J 
the point mentioned above would be mich more dangerous. It is expressly pro-
vided that a draft or authorization sent in settlement for a cash letter is 
subject to acceptance by the Federal reserve bank in its discretion. Such 
a draft or authorization is therefore placed on the same ground as a check 
presented by a third person. It would therefore seem to follow that the act 
of the Feder&l reserve bank in charging such an authorization or draft to the 
account of a member bank was a final payment, and if it should later appear 
that such a charge was improvidently made, the Federal reserve bank could not 
revoke it. 

To meet this situation I suggest that the last sentence of Para-
graph 4 be amended by striking out the words in brackets and inserting those 
in capitals: 

( copy ) 

- 2 -

t 
June 2, 1930 

"If (where) such a charge is made inadvertently after 
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Federal Beserve Board, 
Washington, B.C. 

( COPY ) 

-3- June 2, 1930 

receipt of such notice OH IF THE ACTUALLY COLLECTED AND 
AVAILABLE BALANCE IS NOT SUFFICIENT TO SUPPORT SUCH CHARGE, 
the hook entry may he reversed (at any time before the 
close of business on the same day), and when this is done 
the situation shall be deemed to be the same as if such • 
charge had never been made." 

You will notice that I struck out the requirement that the reversal be made 
on the same day as the charge. I did this because it gAtraetimes occurs that 
checks deposited by a member bank are returned several toys/its failure, al-
though these checks may have been credited to its reserve account before its 
failure, and it seemed to me that there was no reason for limiting the cor-
rection to the day of failure. 

The amendment which I proposed above may possibly be susceptible 
to the interpretation that if it is discovered that the .balance is not suf-
ficient to support the charge as a whole the entire charge should be reversed. 
It would seem more equitable to me to charge back only an amount equal to the 
deficiency. If this view is taken, it might be advisable instead of the 
amendment suggested above to add another sentence as follows: 

"If at the time that such charge is made the actually 
collected and available balance is not sufficient to 
support such charge, the difference between the amount 
of such charge and the actually collected balance shall.: 
be charged back proportionately to the forwarding banks." 

I look forward with great pleasure to seeing you and the Counsel 
for the other Federal reserve banks on June 9th. Even though it is n$ un-
fortunate fate to be the disturbing element, the conferences are always a 
pleasure. 

Very truly yours 

(Signed) 

M. G. Wallace 
Counsel. 

MOW L 
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F E D E R A L R E S E R V 3 Bfi A R S 

STATEIvES2TT POR THE PRESS 

Washington, D* C» 
For release at 3 p.m. June 6, 1930. 

The Federal Reserve Board announces that the 

Federal Reserve Bank of Cleveland has established a re-

discount rate of 3 ̂  on all classes of paper of all 

maturities, effective June 7, 1930. 
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X-6618 

For release - 12 o'clock noon, Central Time', 
June 12, 1930. 

Address by S. A. Young 

Governor, Federal Reserve Board 

Before the Michigan Bankers 

Association, Grand Rapids, 

Michigan. 

June 12, 1930. 
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MEMBER BAM CREDIT AND RESERVE BAM CREDIT 

I propose today to talk on a somewhat technical subject, 

but one to which I have had. of necessity to give a great deal 

of thought and which I "believe will interest you and help you 

understand the workings of our hanking system as seen from a 

national point of view. The subject to which I refer is the 

relationship and differences between Federal reserve bank credit 

and member bank credit. 

From the point of view of objective, the greatest difference 

between the operations of comeroidL banks and of the Federal re-

serve banks is that the former are operated primarily for profit, 

and, therefore, strive to have all their funds productively 

employed at all times, while the Federal reserve banks are 

operated primarily for the purpose of serving the banks and 

the public, and, therefore, use only such part of their lend-

ing power as is needed to meet the legitimate demand of tho 

baiks for reserves and of the public for currency. 

Out of this difference between commercial banks and the 

reserve banks arises a difference in the effects that fin-? 

ancial developments have on the operations and condition of 

the two kinds of banks. The balance sheet of a Federal re-

serve bank is quite similar in many of its outlines to the 

balance sheet of a commercial bank. Both have capital and 

surplus, reserves, loans, investments, deposit and note liabil-

ities. But the effect on the balance sheet of changes in fin-
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ancial conditions are often the opposite in a. reserve bank from 

those in a commercial tank. A commercial "banker, for example, 

is accustomed during a period of heavy cash receipts to look 

around for profitable outlets for his funds, and normally ex-

pects at such periods to increase his earning assets* If there 

is no local demand for funds, he buys investments, or puts his 

money at work in the open market. A reserve bank, on the other 

hand, finds that heavy receipts mean a decrease in its loans 

and investments, because the receipts indicate a diminished 

demand for reserve bank credit, and it is both difficult and 

not permissible for the reserve bank to attempt to increase its 

operations just because it has additional funds at its disposal. 

In the reverse case, a commercial banker expects to call loans 

or dispose of investments when withdrawals from his bank are 

large, in fact he is forced to this course if he wishes to meet 

his outpayments without borrowing. The reserve bank, on the 

contrary, increases its loans most rapidly when heavy with-

drawals of gold or currency cause an increase in the demand for 

reserve bank credit. A commercial banker, furthermore, can 

meet an increased demand for itmdfl by his customers through the 

sale of securities or other open-market investments, but a re-

serve bank cannot increase its funds through this means, be-

cause a sale of securities by a reserve bank results in an 

equivalent increase in the demand for discounts. In short, 

while our balance sheets are similar to yours, their significance 
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and consequently our. method of dealing with them is radically 

different. 

As I have already indicated, the fundamental reason for this 

difference is that a Federal reserve hank, not "being a profit-

making institution, does not seek outlets for its funds, but 

stands ready to supply these funds, whenever there is a legitimate 

demand from its member hanks. Such a demand arises from three 

principal sources: an outflow of gold, an increase in currency 

needed for circulation, and a growth in member bank reserve re-

quirements. Reserve bank loans and investments increase when 

there is an outflow of gold, because the reserve banks hold 

practically all of the available gold in the country, so that 

member banks, when they have to meet an export demand, float 

come to the reserve banks to obtain the gold. Since member 

bonks rarely have excess reserves with which to pay for this 

gold, they must borrow from the reserve banks an amount equiv-

alent to the gold exported. On the other hand, when gold comes 

in from abroad, member banks generally use this gold to retire 

an equivalent amount of their indebtedness at the reserve banks. 

An increase in the public demand for currency, such as 

usually occurs between midsummer and Christmas, has much the 

same effect on the demand for reserve bank credit as an outflow 

of gold. Our commercial banks do not as a rule hold currency 

in excess of their immediate till money needs, and every increase 

in the public demand for cash, such as accompanies enlarged pay-

rolls or increased needs for cash at harvesting time or heavy 
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retail trade at holiday seasons, is passed on "by the member banks 

to the reserve "banks. The reserve banks furnish this cash and 

charge it to the member banks' reserve accountswhich thereby 

fall below legal requirements and cause member banks to borrow 

an equivalent amount from the reserve banks. Here again a de-

crease in currency requirements, such as occurs after Chjristmas, 

results in member banks having excess cash which they generally 

use to diminish their indebtedness to the reserve banks. 

The third channel through which the reserve banks feel an 

increase in the demand for their credit is a growth in member 

bank reserve requirements. This source of demand for reserve 

bank credit differs from the two already described in several 

important particulars. First, this demand arises from the 

voluntary operations of the member banks, rather than from 

outside sources. Member banks have little control over the de-

mand for gold or for currency, but they con exert an influence 

over their own reserve requirements, because these requirements 

bear a definite ratio to their deposits, and deposits in turn 

are to a large extent the result of loans or investments. There-

fore, member banks taken as a whole, by curtailing or expanding 

their own operations, can diminish or enlarge their deposits, 

and consequently their legal reserve requirements# 

In the second place, a demand by the public for currency 

or for gold results in a dollar for dollar demand for reserve 

bank credit, while a demand for additional loans creates 
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additional deposits and an increase in reserve requirements equal 

to only about one-fifteenth of these deposits. This is for the 

reason that the law requires member hanks to carry a 3 per cent 

reserve against their time deposits and a 7, 10, or 13 per cent 

reserve, depending on the location of the hank, on their net 

demand deposits. On the average member banks carry about 7 per 

cent in reserves against their combined demand and time deposits.. 

This means that an increase of $100,000,000 in member bank de-

posits (or loans and investments) gives rise to only about 

$7,000,000 of additional reserve requirements by these banks. 

This is a ratio of nearly 15 to 1. 

It is in this ratio that lies the greatest difference be-

tween reserve bank credit and member bank credit. The ratio is 

the measure of the greater power of the reserve dollar as com-

pared with the ordinary dollar. When the banks of the country 

increase their loans and their investments - they create deposits; 

these deposits increase reserve requirements, but only at the 

rate of one dollar of reserves to 15 dollars of deposits. A 

growth of $1,500,000,000 in member bank credit outstanding, 

therefore, creates only about $100,000,000 of additional demand 

for member bank reserves and consequently for reserve bank credit 

and, conversely, member banks as a whole would have to liquidate 

$1,500,000,000 of their credit outstanding in order to pay off a 

debt of $100,000,000 at the reserve bank* 

Of the three principal factors which affect the demand for 
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reserve bank credit-, two, namely gold movements and currency 

demands, respond to reserve bank policy only slowly and in-

directly. These two factors also are the ones which are re-

flected dollar for dollar in the loans and investments of the 

reserve tanks. Changes in the direction of gold movements or 

in the demand of the public for currency, therefore, are bound 

to be refleetod immediately in the operating position of the 

reserve banks; the reserve banks must furnish the credit nec-

essary to meet those demands when they arise, regardless of 

whether rosorve bank- policy is directed toward easier or 

firmer conditions in the money market. The third principal 

factor in the demand for reserve bank credit, member bank re-

serve balances, on the other hand, can be influenced by re-

serve bank credit policy much more promptly and directly, be-

cause these balances arise from operations voluntarily under-

taken by member banks, and firm money conditions exert a res-

training influence on credit extension by member banks. Member 

bank reserve balances are also that channel of demand for re-

serve bank credit which operates on the 15 to 1 ratio, so that 

a dollar released by the reserve banks forms the basis for 15 

dollars of deposits placed at the disposal of the public, while 

a dollar of reserve bank credit will produce only one dollar of 

gold or currency for the public's use. It follows, therefore, 

that a rapid and even an unhealthy expansion in member bank 

credit may be reflected only slowly in a demand for fluids at the 
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reserve banks, and may even be entirely offset or obscured by 

relatively unimportant changes in the demand for currency or 

gold. This must be taken into consideration in formulating re-

serve bank credit policy; a change of $100,000,000 in the de-

mand for reserve bank credit being much more important if it 

reflects a change in the demand of member banks for reserve 

balances than if it reflects changes in the demand for currency 

or gold. 

It is largely because of this relationship of 15 to 1 that 

the reserve banks are obliged to resort to open market operations. 

Growth of reserve requirements arising from growth of deposits 

la too slow to afford an adequate means of credit control, par-

ticularly in view of maladjustments in our reserve law. When 

the reserve banks find that credit growth is too rapid they cam 

supplement tho effects of growing reserve requirements by sales 

of securities in the market, which also take funds out of member 

bank reserves and make it necessary for them to increase their 

borrowings. When, on the other hand, member banks are too 

heavily in debt, the reserve banks may find it advisable to 

assist them in their efforts to pay up by purchasing securities 

in the open market, because repayment of the reserve banks 

through liquidation requires credit contraction on a scale 

practically inconceivable to our banking system. 

We, of the reserve system, deal in high-power dollars. 

It behooves us, therefore, to exercise great care in letting 

these dollars out of their resting place in our vaults to 
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multiply manifold in the community; and to exercise just as 

much care in calling them "bade after they have had the time 

to become the basis of large banking operations. 

To learn the nature and behavior of the reserve dollar 

is our principal endeavor. If we can learn thoroughly to 

understand it we shall have made great strides toward knowing 

how to control it. And if you. will keep in mind its peculiar 

characteristics and the difficulties they create for the Fed-

eral reserve authorities, you will better understand our efforts 

to devise a technique of handling this high-power dollar in 

such a manner as to assure the country of the gro&test possible 

stability in its credit structure. 
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FEDERAL RESERVE BOARD 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6619 

June 9, 1930. 

SUBJECT: Code word to cover telegraphic trans-
actions in new issue of Treasury 
Certificates of Indebtedness, Series 
TJ 1931. 

Dear Sir: 

In connection with telegraphic transactions in 
Government securities between Federal reserve banks, 
the code word "UGWHID" has been designated to cover 
the new issue of Treasury Certificates of Indebted-
ness, Series TJ 1931, dated June 16, 1930, due June 
15, 1931. 

This word should be inserted in the Federal Re-
serve Telegraph Code book, following the supplemental 
code word "NOVHIGK" on page 172. 

Very truly yours, 

J. C. Koell, 
Assistant Secretary. 

TO GOVERHOKS OF A H F. R. BANKS 
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X-6621 

STAtf&SNT OF BUREAU OP ENGRAVING AND HUNTING 

Federal Reserve Notes, Series 1628. 

Month of May, 1930* 

lib 
Total 

lib #20- Sheets Amount 

Boston 142,000 242,000 384,000 #34,368*00 
New York 326,000 250,000 198,000 774,000 69,273*00 
Philadelphia 100,000 50,000 36,000 186,000 16,647,00 
Cleveland 114,008 60>000 68,000 242,000 21,659.00 
Richmond 64,000 28,000 92,000 8,234.00 
Atlanta 49*000 40i000 23,000 112,000 10,024.00 
Chicago 4oa,ood 306,000 166,000 874,000 78,223:00 
St. Louis - - 15,000 15,000 1,342,50 
Minneapolis — 24,000 ,24,000 2,148.00 
Kansas City 100,000 - • loo,ooo 

iefe,&oo 
6,950*00 

Dallas 70,000 40,000 15,000 
loo,ooo 
iefe,&oo 11,187<50 

San Francisco 100,000 88,000 48,000 236<000 a tiestoo 
1,467,000 1,100,000 597,000 3,164,000 283,178.00 

3,164,000 sheets © $89*50 per M $283,176.00 

Credit appropriations, 1930, as follows: 
Comp. of Bmp., B.E.& P. $149,340,80 
Plate Printing, B.E.& P. 64,482.32 
litis. & Misc. Exp., B.E.& P.. 69,354.88 

Bureau of Engraving and Printing 

0. B. Long, Assistant Director... 
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W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

Xr-6622 

June 10, 1930. 

SUBJECT; Monthly Currency Reports on Form 160. 

Dear Sir: 

Several of the Federal reserve banks have 
indicated a desire to discontinue the separation of 
old and new series currency in their monthly reports 
on Federal Reserve Board Form 160. 

This matter has been considered by the Board, 
after consultation with the Treasury Department, which 
also makes use of this data contained in the reports, 
and you are advised that beginning rith transactions 
in the month of July a consolidated report on Form 160 
for both series will be acceptable to the Board and 
the Treasury Department. 

Very truly yours, 

E. m. McClelland, 
Assistant Secretary. 

To the Governors of all Federal reserve banks. 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d X-6623 

June 10, 1930. 

SUBJECT? Amendment to Regulation H. re Voluntary 
Withdrawal of State Member Banks. 

Dear Sir; 

You are advised that, on June 9, 1930, the Federal 
Reserve Board amended Regulation H effective immediately, "by-
adding at the end thereof a new section, a copy of which is 
enclosed herewith. 

In this connection, you are advised that, if a State 
hank requests the Board to waive six months' notice of its in-
tention to withdrew from membership and it appears that it 
desires to withdraw from membership merely on account of some 
temporary condition or some friction vrith the Federal reserve 
hank, the Federal Reserve Board trill not he disposed to waive 
the six monthtf notice; but, in the exercise of its discretion, 
will be disposed to require the bank to wait six months before 
withdrawing from membership, in order to give such bank an 
opportunity to reconsider the matter and possibly decide not 
to withdraw. 

The regulation, as amended, will bo printed as a 
separate pamphlet as soon as possible and a supply will be 
furnished to you. Please advise the Board how many you will 
require, 

By Order of the Federal Reserve Board. 

Very truly yours, 

B. m. McClelland, 
Assistant Secretary. 

1 

Enclosure. 

TO THE CHAIRMEN AS& GOVERNORS OF AIL FEDHLAL RESERVE BANKS, Digitized for FRASER 
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"SECTION VIII. VOLUNfARY WXTHDHAWAX FROM iMfeAl RESERVE SYS A 

"1. General.- Any State bank or trust o<$fl$*any desiring to withdraw 
from membership in a Federal reserve bank may do so after six months1 

written notice has been filed with the Federal Beserve Board; and the Fed-
eral Reserve Board, in its discretion and subject to such conditions as it 
may prescribe, may waive such six months' notice in individual cases and 
may permit such bank or trust conpany to withdraw from membership in a 
Federal reserve bank prior to the expiration of six months from the date 
of the written notice of its intention to withdraw. 

The law provides, however, that no Federal reserve bank shall, ex-
cept upon express authority of the Federal Reserve iioard, cancel within the 
same calendar year more than 25 per centum of its capital stock for the pur-
pose of effecting voluntary withdrawals during that year. All applications' 
for voluntary withdrawals are required by law to be dealt with in the order 
in which they are filed with the Board* 

"2. Resolution of Board of Directors.- Every notice of intention of 
a State bank or trust company to withdraw from membership in the Federal Re-
serve System and every application for the waive#" o# such notice should be 
accompanied by a certified bopy of a resolution duly adopted by the board 
of directors of such bank authorizing the withdrawal of such bank from 
membership in the Federal Reserve System and authorizing a certain officer 
or certain officers of such bank to file such notice or application, to 
surrender for cancellation the Federal reserve bank stock held by such bank, 
to receive and receipt for any monies or other property due to such bank 
from the Federal reserve bank and to do such other things as may be necessary 
to effect the withdrawal of such bank from membership in the Federal Reserve 
System. 

"3. Notice of Intention to Withdraw.— Any State bank or trust com-
pany desiring to withdraw from membership in a Federal reserve bank after 
six months1 written notice should signify its intention to do so in a 
letter addressed to the Federal Reserve Board and mailed to the Federal re-
serve agent at the Federal reserve bank of which such State bank or trust 
company is a member. Such letter should state clearly the reason for the 
bank's desire to withdraw from membership, and should enclose a certified 
copy of the resolution of the board of directors of such bank required by 
sub-section 2 hereof. The Federal reserve agent shall immediately forward 
such notice to the Federal Reserve Board; and the bank giving notice will 
be permitted to withdraw from membership by surrendering its stock in the 
Federal reserve bank for cancellation six months after the date on which 
such notice was received by the Federal reserve agent, unless other such 
notices previously received during the same year would result in the can-
cellation of more than 25 per centum of the capital stock of such Federal 
reserve bank during that calendar year* 

„ , 4« -^Plication to? ffqiver of M ? * — Any State bank or trust < 
company desiring to withdraw from membership in a Federal reserve bank 
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without awaiting the expiration of six months from tho date of its written 
notice of intention to do so sl̂ ail address a letter to the Federal Reserve 
Board applying for permission to withdraw from membership prior to the ex-
piration of six months and requesting the Federal Reserve Board to waive 
the six months' notice usually required. Such letter shall he accompanied 
by the certified copy of a resolution of the "board of directors of such 
bank required by sub-section 2 hereof, and shall be forwarded to the Fed-
eral reserve agent at the Federal reserve bank of which the applying bank 
is a member. The Federal reserve agent shall forward such application to 
the Federal Reserve Board with a definite recommendation that the applica-
tion be approved or disapproved and with,a full statement of his reasons 
for such recommendation. Unless there are exceptional circumstances 
justifying it, the Federal Reserve Board will not be disposed to waive 
such notice; and no such application will be approved by the Federal Re-
serve Board if the bank# owning more than 10 per cent of the capital stock 
of guch Federal reserve bank have previously filed notice of their intention 
to withdraw from membership during the same calendar year. 

"5. Time and Method of Effecting Actual Withdrawal.- A bank's with-
drawal from membership in the Federal Reserve System is effective on the 
date on which the Federal reserve bank stock held by it is duly cancelled. 
Until such stock has been cancelled, such bank remains a member of the Fed-
eral Reserve System, is entitled to all the privileges of membership and is 
required to comply with all provisions of law and all regulations of the Fed-
eral Reserve Board pertaining to member banks and with all conditions of 
membership applicable to it. Upon the cancellation of such stock all rights 
and privileges of such State bank or trust company as a member bank cease 
and determine. 

Upon the expiration of six months after notice of intention to with-
draw from membership was received by the Federal reserve agent, or upon the 
waiving of such six months' notice by the Federal Reserve Board, therefore# 
such bank or trust company should surrender its stock and its certificate 
of membership to the Federal reserve bank and request that same be cancelled 
and that all amounts due to it from the Federal reserve bank be refunded. 
Unless this is done within two months after the expiration of such six 
months' notice or after the waiver of such notice by the Federal Reserve 
Board, or unless the bank requests and the Board grants, an extension of 
time before the expiration of such two months, such bank will be presumed 
to have abandoned its intention of withdrawing from membership and will not 
be permitted to withdraw without again giving six months' written notice 
or obtaining the waiver of such notice. 

Upon the cancellation of such stock and, after due provision has 
been made for any indebtedness due or to become due to the Federal re-
serve bank, such bank shall bo entitled to a refund of its cash paid 
subscription with interest at the rate of one-half of one per centum 
per month from the date of last dividend, if earned, the amount re-
funded in no ovont to exceed the book value of the stock at that time, 
and sliell likewise be entitled to the repayment of deposits and of any 
other balance due from the Federal reserve bank. 
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"6. Withdrawal of Notice.- Any bank or trust company which has 
given notice of its intention to withdraw from membership in a Federal 
reserve bank, may withdraw such notice at any time before its stock 
has been cancelled and upon doing so may remain a member of the Federal• 
Reserve System." 
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WASHINGTON 
a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o X—6624 

t h e f e d e r a l r e s e r v e b o a r d 

June 10, 1930. 

SUBJECT: Amendments to Regulation "I". 

Dear Sir; 

On April 23, 1930, Section 6 of the Federal Reserve Act was amended 
so as to authorize the Comptroller of the Currency to appoint a receiver 
for a national bank which had discontinued its banking operatione for a 
period of 60 days without going into liquidation and for which a re-
ceiver had not already been appointed. This Act also amended Section 9 
of the Federal Reserve Act so as to authorize the Board to forfeit the 
membership of a State member bank which had ceased to exercise banking 
Amotions, but which had not been placed in liquidation and for which a 
receiver had not been appointed. 

In order to make it conform with the provisions of this Act, 
Section II of Regulation "I" has been amended, effect!vo immediately, 
by adding after subdivision (c) a new subdivision to road as follows; 

"(d) Other closed member banks. Whenever a national bank 
which has not gone into liquidation as provided in Section 
5220 of the Revised Statutes of the United States and for 
which a Receiver has not been appointed for other lawful 
cause shall discontinue its banking operations for a period 
of sixty days, the Federal Reserve Agent of the Federal re-
serve district in which such national bank is located shall 
furnish the Federal Reserve Board with full information with 
reference to the facts involved in the case and t/ith a definite 
recommendation as to whether the Comptroller of the Currency 
should appoint a receiver for the national bank. Upon re-
ceipt of this advice the Federal Reserve Board Trill, if the 
circumstances warrant it, request the Comptroller of the 
Currency to appoint a receiver for the national bank. If 
such receiver is appointed, the Federal reserve bank 
stock held by the national bank should be surrendered 
and canceled in the manner described in subdivision (b) 
of this section. 

"Whenever a State member bank shall cease to exercise 
banking functions without being placed in liquidation in 
accordance with the laws of the State in which it is lo-
cated and without a receiver having been appointed for it, 
the Federal Reserve Agent of the Federal reserve district 
in which such State ifiember bank is located shall furnish 
the Federal Reserve Board with full information with refer-
pace to the facts involved in the case and with a definite 
recommendation as to whether the Federal Reserve Board 
should require the State member bank to surrender its 
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stock in the Federal reserve bank and to forfeit all rights 
and privileges of membership in the Federal Reserve System. 
Upon receipt of this advice the Federal Reserve Board will, 
if termination of the membership of the State member bank 
appears desirable, give the member bank notice of the date 
upon which a hearing will be held to determine whether its 
membership should be forfeited. If, after such hearing, 
the membership of a State member bank is forfeited the 
Board will direct the Federal Reserve Agent of the Federal 
reserve district in which the member bank is located to can-
cel the Federal reserve bank stock it holds and make appro-
priate refund thereon." 

In the early part of this year the Board's attention was called to 
-the fact that a member bank which, in accordance with the Board's Regula-
tions, held Federal reserve bank stock issued upon the basis of surplus 
account which had since been reduced without the surrender of a corres-
ponding amount of Federal reserve bank stock, had increased the amount 
of its capital. It appeared that the increase in the capital of the 
bank was approximate!y equal to the amount of the reduction of its 
surplus which had previously taken place. Under these circumstances, 
the Board was requested to rule whether the member bank was entitled 
to subscribe for additional Federal reserve bank stock on account of 
the increase in its capital. The Board ruled that the member bank, 
while holding Federal reserve bank stock issued upon the basis of its 
surplus account which had since been reduced, pas not entitled to sub-
scribe for additional Federal reserve bank stock on account of an in-
crease in its capital unless the amount of Federal reserve bank stock 
which it held after such increase in its capital was less than 6 per 
cent of its combined capital and surplus. The Board's Regulations in 
this respect have not been entirely clear and, accordingly, paragraphs 
(c) and (d) of Section 1 of Regulation "I" have been amended, effective 
immediately, to read as follows; 

"(c) Increase of capital or surplus by member banks.- When-
ever any member bank shall increase the aggregate amount of its 
paid-up capital stock and surplus, it shall file with the Federal 
reserve bank of which it is a member an application on F. R. B. 
Form 56, made a part of this regulation, for such additional 
amount of the .capital stock of the Federal reserve bank of its 
district as may be necessary to make its total subscription to 
stock of the Federal reserve bank equal to 6 per cent of its 
combined capital and surplus. After such application has been 
approved by the Federal Reserve Agent and by the Federal Re-
serve Board, the applying member bank shall pay to the Federal 
reserve bank of its district one-half of the amount of its 
additional subscription, and when this amount has been paid 
the appropriate certificate of stock shall be issued by the 
Federal reserve bank. The remaining half of such additional 
subscription shall be subject to call when deemed necessary 
by the Federal Reserve Board. 
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"(d) Consolidation, of member banks.- Whenever two or more 
member banks consolidate and such consolidation results in the 
consolidated "bank acquiring by operation of law the Federal re-
serve bank stock owned by the other consolidating bank or banks, 
and which also results in the consolidated bank having an 
aggregate capital and surplus in excess of the aggregate cap-
ital and surplus of the consolidating member banks, such con-
solidated bank shall file an application for such additional 
amount of the capital stock of the Federal reserve bank of its 
district as may be necessary to make its total subscription 
to fee stock of the Federal reserve bank equal to 6 per cent 
of its combined capital and surplus, as provided in Section 
i (c):" 

Regulation "I" with the above amendments will be printed in pam-
phlet form and copies will be sent you as soon as they are received 
from the printer. 

• Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

To all Governors and Chairmen. 
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I am very happy to be here once more and to have the opportunity of dis-

cussing with you some of the developments in banking that have occurred in 

recent years, largely since the time I left for Washington in the autumn of 

1927. The bankers of this State, a fraternity of which I shall always con-

sider myself a member, have an unusual interest in these developments because 

they have been leaders in the movement to keep our banking system adjusted 

to the rapid changes occurring in economic and social conditions of the 

country. My work in Washington has given me the occasion to survey these 

matters from a national point of view, and I have watched the developments 

with keen interest and often with great admiration for the courage, skill, 

and rapidity with which a transformation of our banking structure has been 

managed. 

In the financial history of this country, public policy has seldom con-

fronted a more important parting of the ways. The decision made at this time, 

the route we choose to follow from hereon, will have the utmost importance 

for the whole commercial fabric. The smooth flow of credit and of banking 

service is the delicate nervous system of business, and nothing can be more 

important than that this machinery be kept perfectly attuned to the commercial 

and industrial organization wjiich it serves. 

I am confident, therefore, that much profit will result if we study the 

tendencies of our banking system dispassionately with an open mind and with 

no fixed ideas or prejudices. The Federal reserve system is trying to do 

just that, and in pursuit of this policy has set up a committee which is 

studying the whole field of group, chain, and branch banking developments. 

We hope that the committee1s report will throw light on many perplexing matters. 

The Congress of the United States is also investigating these conditions; 
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the Banking and. Currency Committee of the House of Representatives has been 

holding hearings for some months on the subject and has already gathered a 

large body of useful information to which some of your most respected bankers 

of the Ninth Federal Reserve District have made important contributions. The 

Senate Committee also has plans for hearings. 

At the outset of a discussion concerning the shifting forms of banking 

organization, one is prone to ask what forces are bringing them about. Two 

causes stand, out as the most important factors: on the one hand - the large 

volume of bank failures that has occurred in recent years, and, on the other 

hand, changes in economic and social conditions, which have made a readjust-

ment of banking organization and practice inevitable. 

This country of great distances, altered in the course of a few hundred 

years from virgin resources to a high state of civilization and complexity of 

industrial organization, has flourished under a system of unit banks. Unit 

banking has been the natural complement of the individual initiative and enter-

prise which has so rapidly brought the United States to the first rank of 

economic powers. I cannot say too ouch concerning my respect for the contri-

butions of the unit banker to this development. All my sympathies are with 

him. As you know, I have been one of them myself. And notwithstanding all 
' . ' • i • , 

of the rapid alteration in the environment about us in general and of the 

evolution of business forms in particular, the unit banker still has his place 

and service to perform; he will have it for a long time to come; and I, for 

one, can see no reason why he should not always be an important part of our 

banking system. 

However, some unpleasant facts must be faced with respect to the appalling 

number of bank failures recorded in various parts of the country during recent 

years. This record has been so dolefully recited, and so often of late, that 

I hesitate to discuss it again, but it cannot be passed over altogether, since 
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it constitutes the background of the picture. 

During the nine year period prior to June 30, 1929 about 5,000 banks 

closed their doors in the United States, tying up deposits in the neighbor-

hood of one and a half billion dollars. This is at the rate of more than 500 

banks per year and represents in the aggregate about one-sixth of the banks 

that were in existence at the beginning of the period. Altogether these 

failures have been rather widely dispersed, yet concentration in rural sections 

is clearly distinguishable. You, here in the Northwest, have suffered 

especailly because of agricultural conditions that developed with the jpost-war 

period, and no necessity exists to rehearse before this audience the disaster 

involved in the closing of bank after bank in any area, the immense amount 

of personal hardship suffered by the individual depositor because of the loss 

of savings accumulated over years of toil and thrift, the lack of confidence 

and business stagnation which follows in the wake of wholesale bank closings. 

In this history of suspensions, it is a remarkable thing that no 

important failures among banks in the larger cities have occurred, while in 

seven agricultural states 40 per cent of all the banks in existence in 1920 

have failed. While the depositor in the large city banks has been amply pro-

tected, the depositor in the small country bank has suffered severely. This 

is not a situation which Can be viewed with equanimity, but cries aloud for 

our best constructive thought and effort in order that it may never happen 

again. 

In approaching the problem, I repeat, we should try to preserve an open 

mind. We cannot escape the fact, however, that in certain localities the unit 

system of banking has broken down. Whether we can repair the old or erect 

a new unit banking system that gives satisfactory assurance of not repeating 

the misfortunes of the past, that, gentlemen, is one of the serious questions 

to which we must try to find an answer. On the other hand, if as a result of 
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Oti* investigation and thought we should conclude that practical considerations 

force us to some compromise with our sympathies, I hope we shall he able to 

face the facts with courage and tne determination tb make such concessions 

as promise fruitful results. 

I. turn now to other factors which I "believe are forcing us just as 

certainly, whether we will or not, to a serious re-ex&mination of our banking 

traditions. Rapidity of personal transportation, easy communication by the 

telephone, the spirit of the times with respect to large scale organization 

and the branch system in business in general have brought many differences in 

our habits of living and especially in the position of the small community. 

Progress in many lines of activity has had a serious effect on these communi-

ties and has endangered some of the institutions and characteristics, such as 

independence, in which we have rightly taken pride. 

That a small community must be served under a unit banking system by a 

small bank is a self-evident fact, for such a community cannot profitably 

support a large one. We have today in this country about 25,000 incorporated 

banks, four-fifths of which are located in towns of 10,000 population or less, 

and the average capital of these 20,000 banks serving the smaller communities 

is about $44,000. I have already recited that banks in this class contributed 

largely to the record of failures, 71 per cent of the failed banks having been 

capitalized at less than $50,000; 88 per cent at less than $100,000. 

In many small communities the banking business is drying up so that it is 

becoming increasingly difficult for the small bank to make a profit, and no 

bank can exist for long when it is in the red. The management of such a bank 

is constantly under the temptation to take greater and greater risks in order 

to show better earnings, with the result that disaster follows in most cases. 

Nowadays, the automobile takes the bank depositor to a larger town than he 
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used to frequent, and he goes there because there are bigger movie shows, and 

because there are more shops with a wider variety of goods from which he may 

choose in shopping. Once a patron of the larger place, nothing is more natural 

than that he should find it convenient to do his banking business there also, 

so his account is moved from the small bank to the larger one and the small 

banker loses deposits. 

That is one aspect of the matter, there are others. In the past the small 

community had its local grocers, its local public utility, its local factory, 

but today the unit grocer is being displaced by a chain store; the utility 

belongs to a great holding company; and the factory has been merged with a 

giant organization with a head office in a metropolis. The local banker in 

other days did business with the grocer, the electric plant and the factory, 

but today the cream of that banking business is elsewhere, handled by the head 

office of the large company and placed with the metropolitan banks with which 

its treasurer does business. 

So we have an entirely different economic and social pattern from that 

under which our unit system developed, making it necessary (or the banking 

business to be revamped to fit the new order of things. No one is more con-

cious of th^s than the bankers themselves, and the record shows,that they are 

embracing the opportunity to experiment with new forms in an attempt to find 

that system of banking best suited to the world we live in today. 

Checking up statistically on what has happened so far we are surprised 

to find a development of such magnitude. National banks, under the liberalized 

branch banking provisions of the McFadden Act, and state banks, under their 

state codes* are, according to the latest figures, operating in the aggregate 

more than 3,500 branch offices, an increase of some 50 per cent in five years. 

Among the 800 odd banks with branches are some of our strongest institutions, 

since the 800 together have more than $25,000,000,000 of loans and investments 
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out of a total of $58,"000,000,000 possessed by the 25,000 banks in the country. 

We have known in this country for many years something of chain banking, 

that is two or more banks controlled by one or several identical persons, but 

the spectacular growth of group banking has been confined to a few brief 

months. You here in the Northwest, having some of the best examples of it, 

are quite familiar with the arrangement of associating several banks in a group 

through the medium of concentrating the ownership of the stock in a holding 

company. 

The latest figures show nearly three hundred different chains or groups 

in the country, embracing more than 2,100 banks with total loans and invest-

ments of $11,000,000,000. Many banks in chains and groups also have branches, 

so there is more than a little overlapping; and furthermore, among the banks 

with branches are counted all the banks, including the greatest metropolitan 

banks, which may have only one or a few tellers* windows in their home city. 

The proportion of banking resources sometimes quoted as involved in the new 

forms of banking organizations, therefore, exaggerates somewhat the extent 

of the development. Nevertheless, it has reached important aggregates, however 

measured, and we realize that we face a condition and not a theory. 

You, bankers of this district, know precisely the whys and wherefores of 

this movement, and the country over, the reasons that have brought it about 

are much the same. An association of banking offices spread over a wide area 
• -

furnishes a diversity of assets and risk that makes for stability. Head 

offices in large cities can contribute experienced trained banking management 

to the smaller offices and can give them investment and fiduciary services 

of unusual quality. The arrangement, whether it be a group or branch system, 

can cut down the overhead of the smaller office and put it more nearly on a 

profitable basi s. 
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When we take stock of the situation we realize that after all, in the 

matter of the concentration of banking resources, this country has been in a 

unique position among other great commercial and industrial nations of the 

world. In great Britain, in France, in Germany, in Canada, and in other 

countries many banking offices widely dispersed and controlled from one 

central head office have long been the dominant system of commercial banking. 

At the heart of this foreign experience has been the matter of economy. In 

societies such as our own and those of other great countries where the gener-

ating force of business enterprise is profits, financial organisations in-

evitably work themselves into those forms that will ke#$ down the costs of 

doing business, leaving a larger margin of profits; and under competitive 

conditions this results also in better and more economical service to customers 

and borrowers. Economy is working towards group and branch banking in this 

country as well, as it has worked in the countries of the old world. 

As I look upon the practical situation as it confronts us, I am impressed 

by the indifference of economic developments to our preferences and tradition-

al habits of doing business. Here, we have this group movement, born almost 

without our realization, to take care of a very difficult situation. I do not 

think that many persons would deny that the situation was such that something 

had to be done about it and something has been done, in which I see more of 

good than of evil. 

The group system, however, also has its limitations; it is not a panacea 

for all of our ills, and of course we shall not find any one thing that will be. 

To one situation we shall have to apply one type of banking solution, to 

another situation, a different sBlution. Even the foremost exponents of the 

group banking plan agree that it cannot solve the problem of the smallest 

communities that are entitled to some sort of banking service. We know why 
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under changing conditions it has become increasingly difficult for a separate 

bank to make a living in the smaller communities. The only way to provide banking 

service for such communities seems to be by establishing a branch with small 

overhead expense operating as part of a large bank covering a wider area than 

we have become accustomed to under unit banking. 

I see other limitations in the group banking system. For one thing, 

personnel problems are bound to develop as the best men managing member banks 

of groups tire of taking orders. They will insist on being promoted to 

the head office and will either get there or find enterprising jobs elsewhere, 

with the result that individual members of groups will have difficulty in 

finding and keeping experienced and cospetent managers. I do not believe that 

a branch system would be open to quite the same limitation in this respect, 

since promotion lines in such systems are more obviously defined, and local 

branches require less responsible managers than do individual members of a 

group. 

It is clear, however, that our experience with group banking has so far 

been too limited to permit us to be dogmatic. This is especially true since 

up to the present time the movement has been steered by competent hands, so 

competent indeed*that they could probably make a success of banking under any 

type of organization. I am not sure what results would be obtained with the 

instrument of group banking controlled by less capable bankers, who may follow 

the lead of the pioneers in this field. I am inclined to believe, on the whole, 

that the group system will be a transitional stage during the interim, while 

we are working out some type of compromi se between unit banking and branch 

bariking. However, I think it will prove a very useful and instructive transi-

tional stage and will help to overcome immediate difficulties. 

My colleague on the Board, the Comptroller of the Currency, has devoted 
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nftich time and study to the matter of the effectiveness of our old banking 

system in its new surroundings and has on several occasions ably outlined 

his conclusions. As the result of these studies and his ripe experience, he 

has recommended to Congress that a National bank be given the right to 

establish branches within the natural trade area of its head office. 

Had we been willing before the war to have countenanced branch banking 

in a limited trade area, I believe many of the unfortunate failures of the 

last decade might have been avoided. I might illustrate what I mean by a -

specific example; Aberdeen, South Dakota, which is a trade area, I suspect, 

for a territory 50 to 75 miles north, south, and west, and possibly 25 miles 

east. In the days before the war, Aberdeen banks did business with, say, 200 

small banks in the town1 s trade area, lending them money for seasonal require-

ments in the fall of the year, which was always repaid. However* in 1919, 

because of railroad conditions and many other factors, the little bankers 

could not repay the Aberdeen bankers, but had to borrow during the following 

years.more and more from them as well as from their Minneapolis and St. Paul 

correspondents who were leaning in turn upon the Federal reserve bank. I 

believe - ^nd our hindsight is always bette? than our foresight - that if 

branch banking had been permitted in that little trade area qf Aberdeen 20 

years ago, many of the difficulties of recent years would have been avoided, 

but today that small trade area has passed and we face a new set of conditions. 

Mr. Pole's recommendation proposes a trade area of much larger extent. 

While none of us as yet have been able to define our trade area finally, I 

personally concur in Mr. Pole's general recommendation. I think that the logic • 

of events forces us to conclude that branch banking within limited areas is a 

reasonable concession to make to the present day conditions which must be met. 

Beyond this limited concession I preserve an open mind and the hope that time 
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and experience will help us develop the right kind of a banking system for 

our changing economic world. ,, 
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FEDERAL RESERVE BOARD t 619 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o X"*6626 
t h e f e d e r a l r e s e r v e b o a r d 

June 11, 1930. 

SUBJECT: Changes in Inter-District Time Schedule. 

Dear Sir: 

Upon agreement between the Federal reserve banks in-
volved, the Federal Reserve Board has approved the following 
changes in the inter-district time schedules 

From Atlanta to Dallas From 3 days to 2 days 
From Birmingham to Los Angeles From 5 days to 4 days 
From Birmingham to Sari Francisco from 5 days to 4 days 
From Birmingham to Louisville from 2 days to i clay 
From Birmingham to Portland From 5 days to 

to 
4 diys 

From Birmingham to Seattle from 6 days 
to 
to 4 dkya 

From Birmingham to Spokane froiti 5 days to 4 days 
From Jacksonville to Less Angeles From 6 days to 5 days 
From Jacksonville to San Francisco From 6 days to 5 days 
From Jacksonville to Chicago From 3 days to 2 days 
From Jacksonville to St. Louis From 3 days to 2 days 
From Jacksonville to Portland From 6 days to 5 days 
From Jacksonville to Pittsburgh From 3 days to 2 days 
From Jacksonville to Houston From 3 days to 2 days 
From Jacksonville to Seattle From 6 days to 5 days 
From Jacksonville to Spokane From 6 days to 5 days 
From Nashville to Los Angeles From 5 days to 4 days 
From Nashville to San Francisco From 5 days to 4 days 
From Nashville to Portland Fpom 5 days to 4 days 
From Nashville to Dallas From 3 days to 2 days 
From Nashville to Houston From 3 days to 2 days 
From Nashville to Seattle From 5 days to 4 days 
From Nashville to Spokane From 5 days to 4 days 
From New Orleans to Cleveland From 3 days to 2 days 

Very truly yoirs, 

J. C. Noell, 
Assistant Secretary, 

TO GOVERNORS OF ALL F. B. BANKS. Digitized for FRASER 
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RECORD Of PROCEEDINGS OF CO^HWGB OF COUNSEL OF ALL ISBBBAIi RESERVE BASKS 

HELD IN WASHIiTSTCN, D. C., Off JUNE 9 AND 10, 1930. 

She Conference convened on June 9, at 10 a.m. in the "board room of the 

Federal Reserve Board in the Treasury Building, Washington, D. C» Those 

present were : 

At the suggestion of the Chairman, Mr. Wyatt, the Conference first con-

sidered in what order it would take up the various matters on its program 

and it was voted to proceed at onco to a consideration of the effect of the 

decision in the ease of Early v. Federal Reserve Bank of Richmond* 

As a part of the preliminary discussion it was developed that the Feck 

eral Reserve Banks of Boston and of New York still reserve the right in their 

check collection circulars to charge chocks to the account of the drawee "banks 

but that no other Federal reserve "banks reserve this right. 

Mr* K* K. Carrick 
Mr. W. S. Logan 
Mr. C. H. Coe 
Mr. J* S. Sinclair 
Mr. James M. Toy 
Mr. Sterling Newell 
Mr. P. L. Holden 
Mr. H. F. Strater 
Mr. M. 8. Wallace 
Mr. J. S. Walden 
Mr. R. S. Parker 
Mr. Carl Meyer 
Mr. J. Gr. McConkey 
Mr* A. Ueland 
Mr. Sigurd Ueland 
Mr. H. G. Leedy 
Mr. E. B. Stroud, Jr. 
Mr. Paschal Dreibelbis 
Mr. A. C. Agnew 
Mr. Walter Wyatt 
Mr. B. M.e Wingfield 
Mr. George B. Vest 

Federal Reserve Bank of Boston 
Federal Reserve Bank of Hew York 
Federal Reserve Bank of New York 
Federal Reserve Bank of Philadelphia 
Federal Reserve Bank of Philadelphia 
Federal Reserve Bank of Cleveland 
Federal Reserve Bank of Cleveland 
Federal Reserve Bank of Cleveland 
Federal Reserve Bank of Richmond 
Federal Reserve Bank of Richmond 
Federal Reserve Bank of Atlanta 
Federal Reserve Bank of Chicago 
Federal Reserve Bank of St. Louis 
Federal Reserve Bank of Minneapolis 
Federal Reserve Bank of Minneapolis 
Federal Reserve Bank of Kansas City 
Federal Reserve Bank of Dallas 
Federal Reserve Bank of Dallas 
Federal Reserve Bank of San Francisco 
Federal Reserve Board 
Federal Reserve Board 
Federal Reserve Board. 

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



2 - X-6628 ! 

6ounscl for each Federal reserve bank <h6n proceeded to discuss 

the effect of the decision in the Early case in his particular Federal Re-

serve District. At tho Federal Reserve Bank of Kansas City one suit has 

been threatened as a result of this decision upon the basis of the Fed-

eral Reserve Bank's collection circular as it existed prior to the change 

in Regulation J of February 1, 1929. Several other Federal reserve banks 
- • . 

•have had numerous inquiries arising out of the decision in tho Early case; 

but it was said that in all of these cases xq> to this time Counsel for 

the Federal reserve banks havo been successful in convincing opposing 

counsel that the doctrine of the Early case is not applicable where the 

Federal reserve bank did not reserve the right in its check collection 

circular to charge checks to the reserve account of the drawee bank. 

Amendments to Regulation J. 

The Conference adjourned for lunch about 1 p.m. and reconvened 

at 2:30 p.m., at which time it proceeded to a consideration of suggested 

amendments to Regulation J, using as a basis a draft of Section V of Regu-

lation J as prepared by Mr. Wyatt in July, 1929, The consideration of 

amendments to Regulation J consumed the entire afternoon session which 

lasted until 6:50 p.m., and the evening session from 8:30 p.m. until 

11 p.m. After consideration and discussion of each paragraph of Section 

V the conference voted tentatively to recommend the adoption of each 

such paragraph substantially in the form as finally approved and as here-

inafter set forth. In voting upon paragraph Ho. 4 as hereinafter set 

forth, Mr. Stroud voted "no", and in voting upon paragraph Ho. 6, Mr. 

leedy and Mr. Car rick voted "no". The Conference also voted tentatively 

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



; ' 4 • . 

- .8 *• x-6628 6 3 3 

to ?dcommend, amendments to paragraphs 1 and 3 of Section III of 

Regulation J and amendments./ to paragraphs 2 and 3 of Section IV of Regula-

tion J, as hereinafter set forth. 

•Conference re Treasury Department Circular No. 176. 

On the morning of Diesday, June 10, the Conference convened shortly 

after 10:30 a.m. and discussed Treasury Department Circular No. 176 contain-

ing regulations governing the deposit of public monies and the payment of 

Government warrants and checks. At 11 a.m. Mr. B. G. Hand, Commissioner of 

Accounts and Deposits, and Mr. A. W. Starrett and Mr. E. J. Cunningham of 

tho Treasury Department came into tho conference, which then, proceeded to 

a consideration of a revised form of Treasury Department Circular No, 176 

which the Department contemplates putting into effect. A number of sugh 

gostions wore made with reference to the proposed revision and many of 

these were informally agreed to by the representatives of the Treasury 

Department and. the Counsel for the Federal reserve banks. No substantial 

difference of opinion between tho Treasury Department and the Federal Un-

serve Bank Counsel developed with reference to the provisions of the pro-

posed revision of the circular except as to sections 35 and 37. As to these 

sections no agreement could he reached "between the representatives of the 

Treasury Department and the Conference of Counsel, and after discussion 

on motion of Mr. Agnew it was voted that the Conference pass over these 

sections subject to the right of any Federal reserve bank to state its 

position with relation thereto in letters addressed to the Secretary of 

the Treasury. 

The Conference adjourned for lunch at 1:50 p.m. 
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Conforonco with Representatives of the Comptroller's Office. 

The Conference reconvened, at 2:30 p.m. with Mr. F. G. Await, Deputy 

Comptroller of the Currency, Mr. J. E. Pouts, Assistant Supervising Receiver 

of the Division of Insolvent Banks, and Mr. George P. Barse, Counsel to the 

Division of Insolvent Banks, present. An informal discussion then ensued 

with reference to the effect of the decision in the case of Early v. Fed-

eral Reserve Bank of Richmond and with regard to the interpretation placed 

by the Office of the Comptroller of the Currency on the opinion in this 

paso. This discussion proceeded entirely along informal lines and an under-

standing "between the Comptroller's Office and the Counsel for the Federal 

reserve banks was reached on several points "but no formal action was taken. 

ftnflpdm«nts to Regulation J. 

After the representatives of the Comptroller*s Office had left the 

meeting the Conforonco again took up the proposed amendments to Regulation 

J which had "been tentatively agreed upon the day before. Mr. Stroud moved 

"that Regulation J as tentatively approved yesterday be now formally recom-

mended for adoption and that Mr. Wyatt and Mr. Baker be authorized to make 

any changes in punctuation or grammar as may bo deemed advisable and not 

inconsistent with the action Of this Conference." 

After a few changes in the phraseology of the proposed amendments to 

Regulation J were agreed upon, Mr. Stroud's motion was carried, Mr. Wallace, 

Counsel to the Federal Reserve Bank of Richmond voting "no" and representee-

tives of all other Federal reserve banks voting "aye"* Messrs. Ueland, 

Leedy, Carrick, Wallace and Meyer made the following explanatory state-

ments 98 to their votes; 

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



- 5 - X-6628 i 6 2 4 

Mr. tfelandi- I vote in favor of the proposed resolution in deference 

to the announced policy of the Federal Reserve Board upon the sub-

ject. 

Mr. Leedy:- While voting in favor of the adoption of the proposed 

amendments I wish to be recorded as not approving subsection (6) 

of Section 5 of the proposed amendments for the reasons; first, 

that such subsection in my judgment is contrary to the scheme 

of the Federal reserve check collection system and second, be-

cause it seeks to afford protection to the Federal reserve banks 

which they should not ask. 

Mr. Carrick:- I vote in favor of the proposed amendments except that 

I do not approve of subsection 6 of Section 5 because in my opin-

ion it seeks to afford to the Federal reserve banks a protection 

which they should not ask. 

Mr. Wallace;- I voted "no" to the resolution because of objection to the 

proposed expression in subsection 7 of Section 5 upon the ground that 

it deprives Federal reserve banks of the power to give to the deposit-

ing bank and holders of checks a reasonable and proper protection 

which such holders and depositing banks need and which the Federal 

reserve banks could reasonably and safely afford. 

Mr. typyer:- Although not approving of paragraph 7 of Section 5 I am 

voting for its adoption because I think there should be uniformity 

in the system and it appears that a large majority of the counsel 

are in favor of the adoption of this paragraph. 

Bie proposed amendments to Regulation J as finally approved for recommends^ 

tion are set forth below: 
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The Conference of Counsel recommends the following changes in 

Regalation J: 

SECTION III. 

That paragraph 1 of Section III be amended by changing the words 

"acceptable to the Federal Re serve Bank of the District in which such 

nonmember banks are located" to read "acceptable to the collecting Fedy 

eral reserve bank." 

That paragraph 3 of Section III be amended by changing the words 

"acceptable to the Federal Reserve Bank of tho District in nfoich such 

nonmember bank is located" to road "acceptable to the collecting Federal 

reserve bank." 

SECTION IV. 

That paragraph 2 of Section IV be amended by changing the period 

at the end thereof to a comma and by adding the following words: 

635 

"provided, however, that the Federal reserve bank may 
in its discretion refuse at any time to permit the with-
drawal or other use tif credit given for any item far 
which the Federal reserve bank has not yet received pay-
ment in actually and finally collected funds." 

That paragraph 3 of Section IV be amended by changing the period 

at the end thereof to a comma and by adding the following words; 

"provided, however, that the Federal reserve bank may 
in its discretion refiiso at any time to permit the with-
drawal or- other use of credit given for any item for 
which the Federal reserve bank has not yet received pay-
ment in actually and finally collected funds." 

SECTION V. 

That Section V be amended to read as follows; 
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"SECTION V. TERMS OF COLLECTION. 

"The Federal Reserve Board hereby authorizes the 
Federal reserve banks to handle such checks subject to 
the following terms and conditions; and each member and 
nonmember clearing bank which sends checks to any Federal 
reserve bank for deposit or collection shall by such act-
ion be deemed (a) to authorize the Federal reserve banks 
to handle such checks subject td the following terms and 
conditions, (b) to warrant its own authority to give the 
Federal reserve banks such authority, and (c) to agree to 
indemnify any Federal reserve bank for any loss resulting 
from the failure of such sending bank to have such authority. 

"(l) A Federal reserve bank will act only as agent of 
the bank from which it receives such checks and will assume 
no liability except for its own negligence and its guaranty 
of prior indorsements. 

"(2) A Federal reserve bank may present such checks 
for payment or send such chocks for collection direct to 
the bank on which they aro drawn or at which they are pay-
able, or in its discretion may forward them to another 
agent with authority to present them for payment or send 
them for collection direct to the bank on which they are 
drawn or at which they are payable. 

"(3) A Federal reserve bank may, in its discretion 
and at its option, either directly or through or from 
an ogont, accept in payment of or in remittance for such 
chocks, cash, bank drafts, transfers of funds or bonk 
credits, or other forms of payment or remittance, accept-
able to the collecting Federal reserve bank. She Federal 
reserve bank shall not be liable for the failure of the 
drawee bank or any agent to pay or remit for such checks, 
nor for any loss resulting from the acceptance from the 
drawee bank or any collecting agent, in lieu of cash, 
of any other form of payment or remittance authorized 
herein, nor for the nonpayment of, or failure to realize 
upon any bank draft or other medium of payment or remit-
tance which may be accepted from the drawee bank or any 
collecting agent. 

"(4) Checks received by a Federal reserve bank which 
are payable in its own district will ordinarily be for-
warded or presented direct to the banks on which they are 
drawn, and such banks will be required to remit or pay 
therefor at par in such one or more of the forms of pay-
ment or remittance authorized under paragraph (3) hereof 

may be acceptable to the Federal reserve bank. 
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"(5) Checks received by a Federal reserve bank pay-
able in other districts mill ordinarily be forwarded for 
collection to the Federal reserve bank of the district 
in which such checks are payable; provided, however, that 
where arrange men ts can, be made satisfactory to the collect-
ing bank or agent and to the Federal reserve bank of the 
district in which such checks are payable, any such checks 
may bo forwarded for collection direct to the bank on 
which they are drawn or at which they are payable, or may 
be forwarded for collection to another agent with authority 
to present them for payment direct to the bank on which 
they are drawn or at which they are payable. All such 
checks shall be handled subject to the terms and conditions 
of this Regulation. 

"(6) Bank drafts received by a Federal reserve bank 
in payment of or in remittance for checks handled under 
the terms of this regulation will likewise be handled for 
collection subject to all the terms and conditions of 
this regulation. 

"(7) The amount of any check for which payment in 
actually and finally collected funds is not received 
shall be charged back to the forwarding bank, regardless 
of whether or not the chock itself can bo returned. In 
such event, neither the owner or holder of any such.check 
nor the bank which sent such check to the Federal re-
serve bank for collection shall have any right of re-
course upon, interest in, or right of payment from, any 
reserve balance, clearing account, or deposit account 
of the drawoe bank or of any bank to which such checks 
have been sent for collection, in the possession of 
the Federal reserve bank. Ho draft, authorization to 
chargo, or other order, upon funds of a paying, remit-
ting or collecting bank in tho possession of a Federal 
reserve bank, issued for the purpose of settling items 
handled under the terms of this Regulation will be 
paid, acted upon or honored after receipt by such Fed-
eral reserve bank of notice of suspension or closing 
of such paying, remitting or collecting bank." 
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The subject of the revision of the check collection circulars of 
6,28 

the Federal reserve tanks to make them conform to the changes in Regula-

tion J which would "be made if the Federal Reserve Board should adept the 

recommendations of the Conference was then considered. Upon Mr. Agnew's 

motion it was 

"RESOLVED, That the Chairman of the Governor's 
Conference be requested to instruct the Standing Com-
mittee on Collections to prepare a tentative draft of 
a uniform check collection circular embodying therein 
the suggested amendments to Regulation J, the prepara-
tion of such tentative draft to he made in collabor-
ation with a subcommittee of Counsel to the Federal re-
serve banks (such sub-committoe to be appointed by Counsel 
to the Federal Reserve Board and of which sub-committee 
Counsel to the Federal Reserve Board shall bo a member ox 
officio), with the understanding that such tentative draft, 
when prepared, shall be submitted to the Federal reserve 
banks for criticism and/or approval pending the adoption 
by the Federal Reserve Board of the suggested amendments 
to Regulation iT." 

A discussion then ensued with regard to the uniform policy pertaining 

to chock collections which was romamended by the Conference of Counsel and 

adopted by the Conference of Governors at their meetings in April 1929. The 

discussion pertained particularly to the question whether it was necessary 

to adopt any farther resolution expressing the sense of the Conference as 

to the interpretation of the uniform policy with reference to the point 

raised in the letter addressed to Governor Young by Governor Harding of the 

Federal Reserve Bank of Boston dated October 19, 1929. After some discussion 

it was the consensus of opinion that no action on this subject by this 

Conference is necessary. 

After a vote of appreciation to the Chairman for calling the Conference 

and for conducting the proceedings, the Conference adjourned at 6 p.m. 

George B. Vest 
Secretary. 

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



FEDERAL RESERVE BOARD 
| 629 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6629 
June 18, 1930. 

SUBJECT* ASSESSMENT FOB GENERAL EXPENSES OF THE FEDERAL RESERVE 
BOARD JULY 1 TO DECEMBER 31, 1930. 

Dear S i r : 

There is enclosed herewith copy of a resolution adopted 
t>y the- Federal Reserve Board levying an assessment upon the several 
Federal reserve hanks of an wftount equal to ninety-two thousandths 
of one per cent (*00092j of the total paid-in capital stock and 
surplus of such "banks at closl of Msiness June 30, 1930, to defray 
the estimated general expenses of the Boaifrd from July 1 to Decem-
ber 31, 1930. 

Kindly deposit one^htlf oi the amount of your assessment 
in the General Account, Treasiiier, U. S., on your "books July 1, 
1)30, ahd one-half September 1, 1930, in each instance issuing a 
C/D for credit of "Salaries and Expenses, Federal Reserve Board, 
Special Fund", assessment for general expenses, and sending dupli-
cate C/D to the Federal Reserve Board. Also please furnish a 
statement of your capital and surplus used as a "basis for the as-
sessment . 

Very truly yours, 

W. M. INLAY 
(Enclosure) Fiscal Agent< 

SENT TO FEDERAL R86ERVE AGENTS, ALL DISTRICTS. 
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RESOLUTION LEVYING ASSESSMENT 

WHEREAS, under Section 10 of the Act approved 
December 23, 1913, and known as the Federal Reserve Act, 
the Federal Reserve Board is empowered to levy semi-
annually upon the Federal reserve tanks in proportion to 
their capital stock and surplus an assessment sufficient 
to pay its estimated expenses, Including the salaries of 
its members, assistants, attorneys, experts and employees 
for the half-year succeeding the levying of such assess-
ment, together with any deficit carried forward from the 
preceding half-year; and, 

WHEREAS, it appears from estimates submitted 
and considered that it is necessary that a fund equal to 
ninety-two thousandths of one j»er cent (.00092) of the 
total paid-in capital stock and surplus of the Federal 
reserve banks "be created for the purpose hereinbefore 
described, exclusive of the cost of engraving and printing 
of Federal reserve noteS; Now# therefore, 

BE IT RESOLVED, Thak pursuant to the authority 
. vested in it ty law, the Federli "Reserve Board hereby 
levies an assessment upon the several Federal reserve 
hanks of an amount equal to ninety-two thousandths of one 
per cent (.00092) of the total paid-in capital and surplus 
of such hanks as of June 30, 1930, and the Fiscal Agent of 
the Board is hereby authorized to collect from said "banks 
such, assessment and execute# 1% the name of the Board, 
?*#pts for payments ##9?' Such assessments will hp 
soli### in tie '%#####%#, of one-half ew?foi # flgf* 
w w - w m i H w .# h m m m m 
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F E D E R A L R E S I ^ V E B O A R D 

STATEMENT FOR THE PRESS 

For immediate release. June 19, 1930. 

The Federal Reserve Board announces that the Federal 

Reserve Bank of Sew York has established a rediscount rate of 

2^ per cent on all classed of #aper of all maturities, effective 

June 20, 1930. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

a d d r e s s o f f i c i a l c o r r b s t o n d k n c k t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6634 

June 19, 1930. 
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SUBJECT: Holidays during July, 1930. 

Dear Sir* 

On Friday, july 4th, there will "be neither Gold Settlement 
Fund nor federal reserve note clearing, and the hooka of the 
federal Reserve Board will be closed. 

The following hanks and branches will alse he closed on the 
dates indicated: 

Saturday 

Monday 

Thursday 

Saturday 

Tuesday 

July 5 

July 14 

July 24 

July 26 

July 29 

Baltimore 

Nashville 
Memphis 

Special holiday 

Birthday of 
General Forrest 

Salt Lake City Pioneer Day 

Dallas 
XI Paso 
Houston 
San Antonio 

Oklahoma City 

Primary Election 
Day 

Primary Election Day 

On the dates indicated, the banks and branches affected will 
not participate in either the Gold Fund clearing or the Federal 
reserve note clearing. 

Please include credits for the banks affected on each of the 
holidays with your credits for the following business day in the 
Gold Fund clearing, and make no shipment of Federal reserve notes, 
fit or unfit, for account of the Federal Reserve Bank of Dallas 
on July 26th. 

Kindly notify branches, 

Very truly yours, 

J. C. Hoell, 
Assistant Secretary. 

TO GOVXBSOBS OF F. R. BANKS. 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

for release at 3:00 p.m. June 20, 1930. 

The Federal Reserve Board announces that the Federal 

Reserve Bank of Chicago has established a rediscount rate of 

3 ^ $ on all classes of paper of all maturities, effective 

June 21, 1930. 
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June 27, 1930. 

Federal Reserve Board Amendments to Regulation J 
Recommended by the Conference of 

Mr. Wyatt - General Counsel, Counsel# 

On June 17th I submitted to the Board for its information a 
copy of the Minutes of the Conference of Counsel of all Federal reserve 
hanks held in Washington on June 9th and 10th, which recommended that the 
Board adopt certain amendments to Regulation J for the purpose of clarify* 
lng the rights, duties and responsibilities of all parties to the collect-
ion of checks through Federal reserve banks and for the purpose of protect* 
ing Federal reserve banks against unwarranted liabilities which might 
otherwise result from the recent decision of the Supreme Court of the 
United States in the case of Thomas A. Early, Receiver, v. Federal Re-
serve Bank of Richmond. 

I now respectfully submit herewith a letter addressed to the 
Board by Honorable Hew ton D. Baker recommending that the Board adopt these 
proposed amendments to Regulation J, with certain slight changes in punctu-
ation and phraseology, at the earliest possible date. 

RECOMMENDATIONS 

I respectfully recommend: 

1. That the attached amendments to Regulation J, as recom-
mended by the Conference of Counsel, with certain changes in phraseology 
and punctuation suggested by Honorable Newton D. Baker and myself, be 
adopted 1)y the Board at the earliest possible date and be made effective 
thirty days after their adoption; 

2. That, if the Board is unwilling to adopt these amendments 
without further consultation with the Federal reserve banks, the attached 
draft of the amendments with the changes in phraseology recommended by Mr. 
Baker and myself, be transmitted to all Federal reserve banks immediately 
with a request that they advise the Board of their views thereon at the 
earliest possible moment; 

3. That, if the replies received from the Federal reserve 
banks disclose no important differences of opinion, the Board immediately 
adopt the proposed amendments without awaiting the action of a Conference of 
Governors on this subject; and 

4. That the Board immediately request Governor Calkins to 
request the Standing Committee on Collections, with the assistance of the 
undersigned and a committee of Counsel of the Federal reserve banks, to 
proceed immediately to prepare a revision of the uniform provisions of the 
check collection circulars of the Federal reserve banks, in order that the 
new check collection circulars may be adopted, printed and distributed with-
in thirty days after the Board adopts the proposed amendments to Regulation J* 
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With all of the Federal reserve "banks represented "by one or 
more Counsel and. with four, members of the Standing Committee on Collect-
ions present and participating in the discussion, the Conference recom-
mended these amendments to Regulation J with only one dissenting vote* 
that of Mr. M. G. Wallace, Counsel to tho Federal Reserve Bank of Rich-
mond, who explained that ho was acting in accordance witia definite in-
structions from the officers of his bank* However, several of the counsel 
requested that they be placed on record as opposing in principle certain 
of the amendments, although they voted for the recommendation as a whole 
for the sake of uniformity# These statements, which were dictated to a 
stenographer during the meeting and carefully chocked by the persons 
making them, were incorporated in the Minuses of the Conference, a copy 
of which is attached hereto for the Board's information* 

The Conference voted to recommend the proposed amendnonts to 
Regulation J in the form set forth in the attached copy of the Minutes of 
the Conference, with the understanding that Honorable Newton D. Baker and 
the undersigned should be at liberty to make such changes in the punctuation 
and phraseology of the amendments as might bo deemed advisable but without 
making any changes in the substance of the amendments. 

It will also be necessary for the check collection circulars of 
the Federal reserve banks to be revised so as to conform to the amended 
regulation; and the Conference adopted a resolution requesting the Chair* 
man of the Governors' Conference to instruct the Standing Committee oh 
Collections to prepare a revised draft of the uniform provisions of the 
check collection circulars with the assistance of a committee consisting 
of the undersigned and Counsel for several of the Federal reserve banks 
as soon as possible. 

Honorable Newton D. Baker, who had been retained by the Board 
for the purpose of giving the Board tito benefit of his views as to any 
amendments to Regulation J which might be recommended by the Conference 
of Counsel, was Unable to reach Washington until after the Conference 
was over; but, prior to the Conference, ho studied all letters and 
memoranda which had beon written on this subject was fully acquainted 
with the problems before tho Conference and with the views with respect 
to these problems which had been expressed by this office and by Counsel 
to the various Federal reserve banks. On Wednesday, Jtiae ll, Mr. Baker 
and I, together with Counsel for a number of the Federal reserve banks, 
carefully examined the proposed amendments to Regulation J recommended 
by the Conference and agreed upon certain changes in tiie phraseology of 
the amendments which would clarify and improve the form of the amendments, 
but would make no changes in the substance thereof* 

VIBES OF MR. BAKZR M P MR. WYATft. 

After consultation and after very careful consideration of the 
proposed amendments to Regulation J recommended by the Conference of Counsel, 
Mfr. Baker and I are of the opinion that these proposed amendments (with our 
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suggested changes in phraseology) aro entirely cdfiBistent with the method 
of collecting checks heretofore authorized by tho Board in its Regulation 
J; that they more clearly define the rights, duties and responsibilities 
of all parties to the collection of checks through the Federal reserve 
banks then the existing regulations; thay they aro a distinct improvement 
over the existing regulations; that the regulation as so amended would 
afford to the Federal reserve banks much greater protection against un-
warranted liabilities resulting from the recent decision of tho Supreme 
Court in the Early Case; and that they would greatly reduce the chances 
of litigation which otherwise might result from the decision of the Supreme 
Court in the Early Case* 

Mr. Baker and I, therefore, are of the opinion that it is very 
important to the Federal Reserve System that Regulation J and the check 
collection circulars of the Federal reserve banks be amended at the earl-
iest possible date in accordance with the recommendations made by the 
Conference of Counsel but with the changes in phraseology which we have 
agreed upon. 

TEXT mr vRAensim 

The proposed amendments to Regulation J in the form recommended 
by the Conference of Counsel are set forth in the Minutes of the Conference 
of Counsel, a cot>y of which is attached hereto. With the slight changes in 
phraseology suggested by Mr. Baker and myself, which did not change the 
substance of the proposed amendments and are in no way inconsistent with 
the amendments recommended by the Conference of Counsel, these proposed 
amendingnts are as follows: 

"SECfrlOKIII 

"That paragraph 1 of Section III be amended by changing 
the words "acceptable to the Federal Reserve Bank of the District 
in which such nonmember banks aro located* to read 'acceptable 
to the collecting Federal reserve bank.' 

"That paragraph 3 of Section III be amended by changing 
the words 'acceptable to tho Federal Reserve Bank of the District 
in which such nonmember bank is located' to read 'acceptable to 
the collecting Federal reserve bank'* 

I'SECKOH IV. 

"That paragraph 2 of Section IV bo amended by changing 
the period at the end thereof to a comma and by adding the fol-
lowing words:. 

" 'provided, however, that the Federal reserve 
bank may in its discretion refuse at any time 
to permit the withdrawal or other use of credit 
given for any item for which the Federal re-
serve bank has not yet received payment in 
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"actually said Hnally collected- fBB&s.1 

"That paragraph 3 of Section IV be amended "by changing the 
period at the end thereof to a comma end toy adding the following 
words: 

" 'provided, however, that the Federal reserve tank 
may in its discretion refuse at any time to permit 
the withdrawal or other use of credit given for any 
item for which the Federal reserve "bank has not yet 
received jpayment in actually and finally collected 
funds. 

"SECTION1 V. 

• ' 

"That Section V be amended to read as follows: 

"'SECTION Vw TEBMS OF COLLECTION. 

"'The Federal Reserve Board hereby authorizes the 
Federal reserve banks to handle such checks subject 
to the following terms aqd conditions; and each mem-
ber and nonmember clearing bank which sends checks to 
any Federal reserve bank for deposit or collection 
shall by such action bo deemed (a) to authorize the 
Federal reserve banks to handle such chocks subject 
to the following terms and conditions, (b) to warrant 
its own authority to give the Federal reserve banks 
such authority, and (c) to agree to indemnify any 
Federal reserve bank for any loss resulting from 
the failure of such sending bank to have such author-
ity. 

"1 (l) A Federal reserve bank will act only as 
agent of the bank from which it receives such chocks 
and will assume no liability except for its own 
negligence and its guaranty of prior indorsements.' 

"1 (2) A Federal reserve bank may present such 
checks for payment or send such checks for collection 
direct to the bank on which they are drawn or at 
which they are payable, or in its discretion may 
forward them to another agent with author!ty to 
present thfm for payment or send them for collection 
direct to the bank on which they are drawn or at 
which they are $a yable., 

(3) A Federal reserve bank may, in its dis-
cretion and at its option, either directly or through 
or from an agent, accept in payment of or in remit-
tance for such chocks, cash, bank drafts, transfers 
of funds or bank credits, or other forme of payment 
or rend, ttanco, acceptable to the collecting Federal 
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reserve bank* The Federal reserv# Wnk shall not 
he liable for the failure of the drawee bank or 
any agent to pay or remit for such checks, nor for 
any loss resulting from the acceptance from the 
drawee bank or any collecting agent, in lieu of 
cash, of any other form of payment or remittance 
authorized herein, nor for the nonpayment of, or 
failure to realize upon, any bank draft or other 
medium of payment or remittance which may be ac-
cepted from the drawee bank or any collecting 
agent. 

"1(4) Checks received by a Federal reserve 
bank which are payable in its own district will 
ordinarily be forwarded or presented direct to the 
banks on which they are drawn, arid such banks will 
be required to remit or pay. therefor at par in such 
one or more of the forms of payment or remittance 
authorized under paragraph (3) hereof as may bo 
acceptable to the Federal reserve bank. 

111 (5) Checks received by a Federal reserve 
bank payable in other districts will ordinarily 
be forwarded for collection to the Federal reserve 
batik of the district in which such checks are pay-
able; provided, however, that, where arrangements 
c6n be made satisfactory to tho collecting bank 
or agent and to the Federal reserve batik of the 
district in which such checks are payable, any 
such checks may be forwarded for collection direct 
to tho bank on which they are drawn or at which 
they are payable, or may bo forwarded for collect-
ion to another agent with authority to present 
them for payment direct to the bank on which they 
are drawn or at which they are payable. 43.1 such 
checks shall be handled subject to all the terms 
and conditions of this Regulation. 

"'(6) Bank drafts received by a Federal reserve 
bank in payment of or iri remittance for checks handled 
under the terms of this regulation shall likewise be 
handled for collection subject to all the terms and 
conditions of this regulation. 

111 (?) The amount of any check for which pay-
ment in actually and finally collected funds is 
not received shall be charged back to the forward-
ing bank, regardless of whether or not the check 
itself can be returned. In such event, neither 
the owner or holder of any such check, nor the 
bank which sent such check to the Federal reserve 
bank for collection shall have any right of re-
course upon, interest in, or right of payment 
from, any reserve balance* clearing account, 
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deposit account, or other such fund of the drawee 
hank or of any hank to which such checks have been 
sent for collection, in the possession of the.Fed-
eral reserve hank. Ho draft, authorization to 
charge, or other order, upon any reserve balance, 
clearing account, deposit account, or other such 
funds of a paying, remitting, or collecting hank 
in the possession of a Federal reserve bank, issued 
for the purpose of settling items handled under the 
terms of this Regulation will be paid, acted upon, 
or honored after receipt by such Federal reserve 
bank of notice of suspension or closing*of such 
paying, remitting, or collecting bank./" 

There is also submitted as a separate document a print showing the 
exact textual changes which would be made in the regulation by the pro-
posed amendments and also the changes in phraseology made by Mr. Baker 
and the undersigned. 

EXPLANATION OF PROPOSE 

Sec. III. The proposed amendments to paragraphs 1 and 3 of Section 
III make no important changes in the regulation, but merely change the 
phraseology thereof so as to conform to another proposed amendment de-
signed to permit Federal reserve banks to send checks for collection 
direct to banks in another district, in accordance with recommendations 
of the Governors' Conference and the Standing Committee on Collections 
which will t&reafter be explained. 

Sec. IT. The proposed amendments to paragraphs 2 and 3 of Section 
IV were suggested by Mr. Walter S." Logan, Counsel to the Federal Reserve 
Bank of Hew York, and are designed to make clear the right of a Federal 
reserve bank to refuse to permit the withdrawal or ether use of credit 
given for any item for which a Federal reserve bank has not received pay-
ment in actually and finally collected funds. 

Under the terms of Section IV of Regulation J, immediate credit is 
given for certain checks and credit is given for all other checks at the 
expiration of the time stated in the time schedule, regardless of whether 
or not the checks have actually been collected. Under the terms of the 
regulation the credit thus given is subject to final payment, and the 
Federal reserve bank clearly has the right to charge the checks back to 
the member bank if final payment is not received. If tho member batik 
draws out its reserve balance and fails before final payment is received 
on such checks, however, tho Fodoral reserve bank probably would be uar-
able to collect the checks and there would be no reserve balance to which 
they could be charged. In the case of banks in an extended condition,. 
therefore, it is important that the Federal reserve bank have the right 
to refuse to permit the withdrawal of credit given for checks which have 
not finally been collected; and, in order to prevent "kiting", it may be 
important for the Federal reserve banks to have this right as to perfectly 
solvent member banks. 
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I understand that the Federal reserve banks have assumed 
that they have this right and have exercised it whenever the occasion 
seemed to warrant it; "but the view was expressed that their right to 
refuse to permit member tanks to draw against uncollected funds might 
sometimes be challenged, in view of the present language of the regu-
lations to the effect that credit.given in the reserve account, subject 
to final payment, will be "counted as reserve and become available 
for withdrawal or other use by the sending bank." I understand that, 
if this amendment is adopted, the Federal reserve banks do not intend 
to make any change in their present practice; but tiiey desire this 
amendment in order that there may be no doubt of their right to con-
tinue their present practice. 

The practice of reserving the right to refuse to honor 
checks drawn against uncollected funds is in accordance with commer-
cial banking practice, and I know of no reason why the Federal reserve 
banks should not reserve such right. 

Section V of Regulation J, which deals with "Terms of 
Collection", consists of an introductory paragraph which is not num-
bered and six paragraphs numbered from 1 to 6 inclusive. The Conference 
recommended no changes whatever in the introductory paragraph and in 
paragraphs numbered 1 and 2. These paragraphs, as set forth in the at-
tached resolution, therefore, are exactly the same as the corresponding 
paragraphs of the existing regulation. 

Paragraph 3 - The Conference recommended that paragraph 3 
of Section V of Regulation J be amended as follows, the letters in or-
dinary type indicating the present language of the regulation, the 
canceled words being stricken from the present regulation, and the 
words in capital letters being inserted: 

"(3) A Federal reserve bank may, in its discretion and 
at its option, either directly or through OR FROM an agent, 
accept either sash ear bank drafts in payment of or in remittance 
for such checks, CASH, BAH DRAFTS, TRANSFERS OF FOOTS OR BANK 
CREDITS, QR OTHER FORMS OF PAYMENT OR REMITTANCE, ACCEPTABLE 
TO THE COLLECTm FEDERAL RESERVE BAM. THE FEDERAL RESERVE BAKE 
shall not be held liable FOR THE FAILURE OF THE DRAWEE BASK OR 
ANY AGENT TO PAY OR REMIT FOR SUCH CHECKS,- NOB for any loss 
resulting from the acceptance e# bank drafts FROM THE DRAWEE 
BANK OB ANY COLLECTING AGENT, in lieu of cash, OF ANY OTHER 
FORM OF PAYMENT QR REMITTANCE AUTHORIZED HEREIN, aear fee -the 
failuee ef the daraweevbaak eg any agent te remit fer sueh eheeks, 
nor for the nonpayment of, QR FAILURE TO REALIZE UPON any bank, 
draft aeeepted is payment &£ as a OR OTHER MEDIUM OF PAYMENT 
OR remittance WHICH MAY BE ACCEPTED IROM the drawee bank or 
any COLLE CTIlto agent." 
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The principal changes proposed to be made in the substance of 
this paragraph are as follows; 

Whereas paragraph 3 of the present regulation in term# author-
izes the Federal reserve bank to accept Only cash or bank drafts in remit-
tance for checks forwarded for collection, it is proposed to have the new 
regulation authorize the acceptance of such other forme of payment or remit-
tance as are customarily accepted by Federal reserve banks, and very broad 
language is used for this purpose. It is not contemplated that this amend-
ment will result in any change in the present practices of the Federal re-
serve banks, but it is intended clearly to authorize the continuation of 
the present practices. In addition to cash and bank drafts, the Federal 
reserve banks accept informal authorizations to charge the amount of 
such checks to the reserve account of the drawee bank, telegraphic transfers 
of bank funds and in some instances an authorisation to charge the amount 
of such checks to the reserve account of a bank other than the drawee bank. 
The purpose of the amendment, therefore, Is singly to broaden the language 
so as to cover all forms of remittance customarily accepted by the Federal 
reserve banks. While the language might seem quite broad, I see no 
objection to it, because the Federal reserve banks, for their own protect-
ion, would insist upon the best form of remittance that thoy can possibly 
get. 

Par. 4. The proposed changes in paragraph 4 are as follows: 

"(5) Checks received by a Federal reserve 
, bank en its member er aeaaeaber clearing banks WHICH ABE 
PAYABlJS III ITS O W DISTRICT will ordinarily be forwarded 
or presented direct to eueh THE banks, - OH WHICH THE! 
ABE DRAWN, and such banks will be required to remit or 

j pay therefor at par in eaeh er tank draft SUCH OHB OR 
MOBEOF THE FORMS OF PAYMBTT COS EEMITTANCE AUTHORIZED 
ORDER PARAGBAPH(3.) HEREOF AS MAY BE acceptable to the 
eelleetiag Federal reserve bank? er a* the eptien e# 
suck Federal reserve beak te authorise saeh federal 
reserve baak te eharge their reserve aeeeasts er elear-
tag aeeeunta. 

The principal change in paragraph 4 is the elimination there-
from of the specific mention of the form of payment of remittance which 
will be expected from the drawee bank and the substitution therefor of a 
general statement to the effect that the drawee banks will be required 
to pay for such chocks at par "in such one or more of the forms of pay-
mont or remittance authorized under paragraph 3 hereof as may be accept-
able to the Federal reserve bank." Having specified in paragraph 3 all 
of the forms of romi ttance customarily received by Federal reserve banks, 
it was deemed unnecessary to repeat the specific mention of these various 
forms of remittance in paragraph 4, and it was thought better merely to 
refer to paragraph 3. 
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Theire is one other change proposed to be made in paragraph 4 
which I think I should call specially to the Board's attention. . In 
the existing regulation, this paragraph is limited to checks received , 
"by the Federal reserve tank on its member or nnnmamhAr clearing banks, 
and the paragraph contains a requirement that such banks rami*, at par 
for the checks sent to them.- Because this paragraph also states the 
forms of remittance which id 11 be expected by the Federal reserve banks 
from all banks to which such checks arc sent for collection, including 
par remitting nonmember banks which maintain no clearing account, .the 
Conference ftilt that it should not be limitod to member tanks and non-
member clearing banks* Heretofore it has been limited to member banks 
and nonmember clearing banks; because it contains a requirement that 
such banks remit at par, and the Federal Reserve Board has no right 
to require nonmember banks to remit at par* In practice, however, 
the only checks which are forwarded direct to nonmember banks are ' 
checks on those which voluntarily agree to remit at par; and there- . 
fore, it would seem appropriate for this paragraph to apply to non-
member banks as well as to member banks and nonmember clearing banks* 

By making the paragraph containing a requirement that they 
remit at par apply to nonmember banks, it might be contended that the 
Federal Reserve Board is again attempting to enforce par clearance on 
nonmember banks which are unwilling to remit at par; but this contention 
would be absurd in view of tho provisions of Section III of Regulation 
J, which clearly forbid the Federal reserve banks to receive on deposit 
or for collection any check on any nonmember bank which cannot be col-
lected at par. The classes of checks which can be received for col-
lection are specified by Section III of the Regulation; and Section V 
deals only with the tenns governing the collection of such checks. 

I therefore, fool that there is no objection to the proposed 
amendment to paragraph 4. 

Paragraph 5. Tho proposed change in paragraph 5 recommended is 
as follows: •' 

"(5) Chocks received by a Federal reserve bonk payable 
in other districts will ORDINARILY be forwarded for collection 
upQa-%ke-*ea?ma-aa&~eeHdi%ieaB-ke?eira-jp3?evided-to the Federal re-
serve bank of the district in which such checks are payable* 
PROVIDED, HOWEVER, THM&WHERE ARRANGEMENTS CAN BE MA Tim SATISFAC-
TORY TO THE COLLECTING BANK OR AGENT AND TO THE FEDERAL RESERVE 
BANK OF: THE DISTRICT IN WHICH SUCH CHECKS ARE PAYABLE, ANY 
SUCH CHECKS MAY BE FORWARDED FOR COLLECTION DIRECT TO THE 
ON WHICH THEY ARE DRAWN OR AT WHICH THEY ARE PAYABLE, OR MAY 
BE FORWARDED FOR COLLECTION TO AN01HEZR AGENT WITH AUTHORITY TO 
PR3SENT THEM FOR PAYMENT DIRECT TO THE BANK ON WHICH THEY ARE 
DRAWN AT WHICH THBY ARE PAYABLE. ALL SUCH CHECKS SHALL BE 

• HANBIiTO SUBJECT TO ALL THE TERMS AND CONDITIONS OF THIS REGULA-
TION." 
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The .only purpose of the proposed changes in this, paragraph is to 
enable the Federal reserve banks to forward chocks for collection direct to 
drawee banks in other districts, in order to expedite the collection of 
such checks when satisfactory arrangements calx be made with the Federal 
Reserve bank of the district in which such checks are payable and with • 
the drawee banks or with the banks to which such checks are forwarded for 
collection. 

It will be remembered that the Standing Comnittee on Collections 
had recommended to the Governors' Conference that Federal reserve banks 
be authorized at their discretion to conduct an experiment along this line, 
by sending checks for collection direct to drawee badks located in the prin-
cipal cities in States adjoining their districts, when appropriate arrange-
ments could be made with the drawee banks and Federal reserve banks of the 
other district, provided that I was of the opinion that such practice 
would be legal. I advised the Board that such practice would not violate 
the law, provided that no checks received from other Federal reserve banks 
were handled in this way, but that Regulation J prohibits such practice, 
because it requires all Federal reserve banks receiving checks payable in 
other districts to forward them to the Federal reserve banks of the dis-
trict in which they are payable. The Board advised the Federal reserve 
banks of my opinion in a letter addressed to them under date of October 
31, 1929 (X-6405); and the Governors1 Conference requested the Standing 
Committee on Collections to prepare a proposed amendment to Regulation J 
for this purpose. 

Dae above quoted amendment is substantially the same as the one 
drafted by the Standing Committee on Collections, pursuant to this request 
of the Governors' Conference; and I know of no reason why it should not be 
adopted.' 

Paragraph 6. The proposed paragraph 6 is entirely new and is in-
tended to enable the Federal reserve banks to handle the bank drafts which 
they receive in remittance for checks handled under the terms of Regulation 
J without having to present such bank drafts over the counter and insist 
upon payment in cash in Accordance with the old common law rules. In nqr 
opinion, this is entirely consistent with the other provisions of Regulation 
J and is justified by the fact that it is practically impossible for Feder-
al reserve banks always to obtain remittances in the form of cash or drafts 
on the reserve account and, therefore, they must frequently accept bank 
drafts drawn on other banks. Wherever possible, they insist upon drafts 
drawn upon other banks located in the city of the collecting Federal reserve 
bank, so that they can be collected on the day on which they are received; 
but, even in such cases, such drafts usually are not presented across the 
countor and collected in cash, but are collocted through the local clearing 
houses or through some clearing house arrangement entered into by the Fedr* 
era! reserve bank with the banks located in the Federal reserve city. It 
is not always possible to obtain drafts drown on banks located in the city 
of the collecting Federal reserve banks; and, when drafts are received on 
banks outside of such cities, it is necessary for the Federal Reserve bank 
to forward them through the mails for colloction. In all such instances 
it is vitally important that the Federal reserve banks have the right to 
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handle such bank drafts ex&qtly in the same way that they handle other 
checks for collection. I, therefore, proposed this amendment myself 
and have no doubt that its adaption is thoroughly justified. 

Paragraph 7. The urdposed amendment to paragraph 7 is as * 
follows: 

"(7) The amount of any check for which payment in 
actually and finally collected funds is not received shall "be 
charged t?aak to the forwarding "bank, regardless of whether or 
not the check itself can be returned. IN SUCH EVENT, NEITHER 
raE OWUM OE HOLDER OF M Y SUCH CHECK^ NOH THE BANK WHICH SENT 
SUCH CHECK TO THE FEDERAL RESERVE BAH 70S COLLECTION SHALL 
HAVE ANY RIGHT OF RECOURSE UPON, INTEREST IN, OR RIGHT OF PAY-
MENT JBOM, ANT RESERVE BALANCE, CLEARING ACCOUNT, Qg DEPOSIT 
ACCOUNT* Oft OTHER SUCH POND OP THE DRAWEE BAH OR OP ANT BANK 
TO tiHI CH SUCH CHECKS HAVE BEEN SENT FOR COLLECTION, II THE 
POSSESSION OP THE F2&ERAL RESERVE. BANK. NO DRAFT, AUTHORIZATION 
TO CHARGE., OR OTHER ORDER UPON ANY RESERVE BALANCE. 
ACCOUNT. DEPOSIT ACCOUNT. OS OTH&R SUCH JUNDS OF A PAYING, REMII* 
TINGj. OR COLLECTING BANK IN THE POSSESSION OF A FEDERAL RESERVE 
BANK,. ISSUED FOR TfiE PURPOSE 07 SETTLING ITEMS HANDLED UNDER THE 
TERMS OF THIS . REGULATION WILL BE PAID, ACTED UPON,. OR HONORED 
AFTER SUCH FEDERAL RESERVE BANK OF NOTICE OF SUSPENSION OR CLOS-
ING OP SUCH PAYING, REMITTING* OR COLLECTING BANK." 

This is the most important amendment recommended by the Confer-
ehce. of Counsel, and is intended to clarify the rights, duties and responr 
sibilities of all parties to the collection of the checks through Federal 
reserve banks and to protect the Federal reserve banks against the assump-
tion of unwarranted liabilities as a result of the decision of the Supreme 
Court of the United States in the Early Case. 

The first sentence of this paragraph is the same as paragraph 
6 of the present regulation. It has been in the regulation ever since 
1924, and no change is proposed to be made in it. 

The second sentence of this paragraph is similar to the pro-
posed amendment recommended by the Conference of Counsel in April, 1929, 
but omits the reference to collateral and other property of the drawee 
bank in the possession of the Federal reserve bank which gave rise to 
•the difference of opinion amongst tho eight counsel voting for that 
recommendation last year and gave rise to tho question raised by Gover-
nor Harding in his letter of October 19, 1929, In other words, it 
is now proposed that this sentence refer only to any reserve balance, 
clearing account, deposit account or other such fund of the drawee bank, 
or of any bank to which such checks have been sent for collection, and that 
it makes no reference to collateral or other property of such other banks 
in the possession of the Federal reserve bank. Whereas, last year the 
corresponding amendment to Regulation J was voted for by only 8 of the 
12 counsel and they were divided on its interpretation by a vote of 5 to 
3j this year the representatives for all of the Federal reserve banks 
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except Richmond voted for it in this modified form. 

3his sentence is also modified so as to conform to the suggestion 
made "by Deputy Governor Blair of the Federal Reserve Bank of Chicago in 
his letter of October 22, 1925, - i.e., so as to apply to drafts or other 
orders upon the reserve accounts of tanks to which chocks are sent for 
collection as well %s to drafts or orders upon the reserve account of 
the drawee hank. I originally opposed this suggestion; but, upon further 
reflection, I believe it is wise to adopt it. 

fho last sentence of this paragraph, which is entirely new, was 
proposed originally by Mr. Agnew, Counsel to the Federal Reserve Bank of 
San BVancisco, and is intended definitely to prohibit tiip practice engaged 
in by the Federal Reserve Bank of Richmond, which gave rise to the Early 
Case and resulted in a decision extremely dangerous to all of the Federal 
reserve banks. The proposed amendment is in accordance with the generally 
accepted view that, upon the appointment of a receiver for a bank, the 
rights of aH parties become fixed and no action can be taken thereafter 
changing or affecting the rights of any parties having dealings with the 
insolvent bank* This view is very strongly maintained by the Office of 
the Comptroller of the Currency, and a failure to accept it must necessarily 
result in further litigation. Regardless of whether wish drafts or orders 
may lawfully be charged to the reserve account of a member bank after the 
appointment of a receiver for such bank, it is my opinion, and obviously 
was the opinion of the majority of the counsel, that the Federal reserve 
banks have a right by contract to stipulate that no such driaft, authoriza-
tion to charge, or other order will be executed or charged to the reserve ao* 
count after receipt of notice of suspension or closing of the bank issuing 
such order and that, where this is clearly understood in advance, no injus-
tice results. 

Section V of Regulation J defines the terms upon which Federal 
reserve banks will collect checks, and all banks which send checks to Fed-
eral reserve banks for collection agree to those terms* In my opinion, it 
is perfectly competent and entirely proper for them to agree that no 
draft, authorization to charge or other order upon funds of a paying, re-
mitting or collecting bank in the possession of a Federal reserve bank, 
issued for |he purpose of settling items handled under the terms of this 
regulation, will be paid, acted upon or honored after receipt by such Fed-
eral reserve bank of notice of suspension or doming of such paying, re-
mitting or collecting bank; and I believe that it is important to include 
this provision in the regulation, so that there will be a clear understands 
ing on this point and litigation which otherwise would arise will be avoided. 

ITOPRmTIOK OF UNIFORM POLICY. 

The Conference discussed the advisability of adopting some fur-
ther resolution regarding the interpretation of the uniform policy recom-
mended by the Conference of Counsel and adopted by tho Conference of 
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Governors in April, 1929, but took no formal action thoroon, "because it 
"believed that the uniform policy previously adopted, together with the 
vote taken "by the Governors' Conference at its meeting in December, 1929, 
completely covered the subject, especially since it is now proposed to 
eliminate from tho amended regulations all reference to collateral. 

It will be remembered that the uniform policy contained the 
following paragraph pertaining to collateral t 

"4. When a Federal reserve bank takes from one of its 
members collateral for the payment of indebtedness due to it 
bv such member. • such collateral Should be applicable only 
to the satisfaction and discharge of the obligations due to 
the reserve bank in its own right. It would be an unwise 
policy, in our opinion, to permit such collateral to be 
utilized in the liquidation or satisfaction of debts payable 
to the Federal reserve bank as a collection agent." 

The amendment then proposed to paragraph 6 of the Regulation pro-
vided, in part, that: 

"In such event, neither the owner or holder of any 
such check, nor the bank which sent such check to the 
Federal reserve bank for collection, shall have any : 
right of recourse upon, interest in, or right of pay-» 
ment from, any fund, reserve, collateral, or other 
property of the drawee bank in the possession of the 
Federal reserve bank#" 

In a letter addressed to Governor Young under date of October 19, 
1929, Governor Harding raised the question whether the uniform policy and 
the amendment to the regulation were intended to carry with them any im-
plication that a Federal reserve bank may not make special arrangements with 
reference to collateral to insure the payment of checks in special cases. 
Opinions on this question were divided, and the subject was placed on the 
program for the next Governors* Conference. Op on consideration of this 
question, the Conference of Governors of all Federal reserve batiks, at 
its meeting in December, 1929, voted as follows: 

"VOTED That the conference is in agreement 
with the uniform policy* approved by the Federal Re-
serve Board in its letter of October 16, 1929 (X-6389): 
that they are in favor of the amendment to Regulation 
J recommended by the majority of the Conference of 

, Counsel; that they believe, however, it should be 
madef clear in the regulation that any Federal reserve 
bank desiring to do so, may take collateral in order 
to -protect itself only from liability as collecting 
agent." 
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The amendments now proposed to the regulation omit any reference 
to collateral and, therefore, clearly conform to the views of the Confer-
ence of Governors on this subject. I concur in the view of the Confer-
ence of Counsel, therefore, that the uniform pqlicy, When read in con^ 
nection with the vote taken "by the Governors' Conference at its meeting 
in December, 1929, completely covers this subject and that no further 
interpretation of the uniform policy is necessary in view of the amend-
ments now proposed to tho regulation. In other words, the Governors' 
Conference in December, 1929, clearly concurred in Governor Harding's 
views on this subject; and, by adopting an amended regulation which 
makes no reference to collateral, the Board will also concur in his 
view; so that no further clarification of this point is necessary. 

IMPORTANCE OF PROMPT ACTION. 

I respectfully invite tho Board's attention to the fact that 
these proposed amendments to Regulation J are designed to protect the 
Federal reserve banks against the possible dangers growing out of the 
decision of the Supreme Court in the case of Thomas A. Early, Receive** 
v. Federal Reserve Bank of Richmond, and that every day's delay in the 
final promulgation of those regulations may result in substantial fi-
nancial loss to the Federal reserve banks. It is, therefore, very im-
portant that these amendments to Regulation J be made effective as soon 
as possible and that every effort be made to expedite their final pro-
mulgation. 

I, therefore, respectfully recommend that, unless the Board is 
willing to adopt these regulations without further consultation with the 
Federal reserve banks* the text of these proposed amendments be transmitted 
immediately to all Federal reserve banks with the request that each of them 
submit to the Board at the earliest possible date all criticisms and com-
ments with reference thereto. If the replies received indicate no impor-
tant differences of opinion, it would seem safe for the Board to promul-
gate the amended regulation and make it effective without awaiting formal 
consideration of a Conference of the Governors of the Federal re serve banks. 
On the other hand, if the replies received to this inquiry disclose in*-
portant differences of opinion, then the Board can consider the advisa-
bility of delaying the final promulgation of the regulations until they 
have been considered formally by the Conference of Governors. 

I believe that this procedure would be most likely to result in the 
promulgation of the regulation at the earliest possible date and at the same 
time afford sufficient safeguards against the adoption of a regulation 
which is not satisfactory to the great majority of the Federal reserve banks. 

Respectfully, 

Walter Wyatt, 
General Counsel. 

Papers attached 

WW SAD- C 
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Textual changes which would be made in Regulation J of : 
Board's Regulations, Series of 1928, by amendments recommended 
by Conference ofi federal Reserve Bank Counsel held in June, 1930, 
and by additional changes recommended by Messrs. Baker and ffyatt. 

Present regulation is indicated by ordinary type. 

Matter proposed to be stricken out is indicated by can-
celed wording. 

Conference of Counsel recommendations are indicated by 
CAPITAL LETTERS. 

Additional changes recommended by Messrs. Baker and Wyatt 
are indicated by CAPITAL LETTERS and are UNDERLINED. 

SECTION III 

Paragraph 1 of Section III would be changed as follows: 

"(1) Each Federal reserve bank will receive at par from its 
member banks and from nonmember clearing banks in its district* 
checks drawn on all member and nonmember clearing banks, and 
checks drawn on all other nonmember banks which are collectible 
at par in funds acceptable to the COLLECTING Federal reserve bank* 
0f-*he-dla*pie*-iB-w3aieh-B»eh-aeiMaeaT9er-%aake-a3Pe-leea%e4T" 

Paragraph 3 of Section III would be changed as follows: 

"(3) No Federal reserve bank shall receive on deposit or for 
collection any check drawn on any nonmember bank which can not 
be collected at par in funds acceptable to the COLLECTING Fed-
eral reserve bank ei-the-die-̂ riet-ta-whieh-Biaeh-RenmeafeeF-feaBk 
is-leeateA*" 

SECTION IV. 

Paragraph 2 of Section IV would be changed as follows: 

"(2.) For all such checks as are received for immediate crefit 
in accordance with such titte schedule, immediate credit, subject 
to final payment, will be given upon the books of the Federal 
reserve bank at full face value in the reserve account or clear-
ing account upon day of receipt, and the proceeds will at once 
be counted as reserve and become available for withdrawal or 
other use by the sending heritor, PROVIDED, HOffSVBB, THAT THE FEW 
ERAL RESERVE BANK MAY IN ITS DISCRETION REFUSE AT ANY TIME TO 
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PERMIT THE WITHDRAWAL OR OTHER USE OF CREDIT GIVEN PC® ANY 
ITEM FOR WHICH THE FEDERAL RESERVE BAM HAS HOT YET RECEIVED 
PAYMENT IN ACTUALLY AND FINALLY COLLECTED StJNDS." 

Paragraph 3 of Section IV would "be changed, as follows: 

"(3) For all such checks as are received for deferred credit 
in accordance with such time schedule, deferred credit, subject 
to final payment, will be entered upon the books of the Federal 
reserve bank at full face value, but the proceeds will not be 
counted as reserve nor become available for withdrawal or other 
use by the sending bank until such time as may be specified in 
such time schedule, at which tirite credit will be transferred 
from the deferred account to the reserve account or clearing 
account subject to final payment and will then be counted as 
reserve and become available for withdrawal or other use by the 
sending bank,, PROVIDED, HOWEVER, THAT THE FEDERAL RESERVE BAH 
MAY IF ITS DISGBETiaer RETOSE AT ANY TIME TO PERMIT THE -WITHDRAWAL 
OR OTHER USE OF CREDIT GIVEN FOR ANY ITEM FOR WHICH THE FEDERAL 
RESERVE BANK HAS NOT YET RECEIVED PAYMENT IN ACTUALLY AND FINALLY 
COLLECTED FUNDS." 

SECTION V. 

This section would be amended to read as follows: 

"SECTION V. TERMS OF COLLECTION 

"The Federal Reserve Board hereby authorizes the Federal reserve 
banks to handle such checks subject to the following terms and con-
ditions; and each member and nonmember clearing bank which sends 
Checks to any Federal reserve bank for deposit or collection shall by 
such action be deemed (a) to authorize the Federal reserve banks to 
handle such checks subject to the following terms and conditions, 
(b.) to warrant its own authority to give the Federal reserve banks 
such authority, and (c) to agree to indemnify any Federal reserve 
bank for any loss resulting from the failure of such sending bank to 
have such authority. 

"(1) A Federal reserve bank will act only as agent of the bank 
from which it receives such Chocks and will assume no liability 
except for its own negligence and its guaranty of prior indorsements. 

" (2) A Federal reserve bank may present such checks for payment 
or send such checks for collection direct to the bank on which they 
are drawn or at which they aye payable, or in its discretion may for-
ward them to another agent with authority to present them for payment 
or send them for Collection direct to the bank on which they are 
drawn or at which they are payable." 
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"(3) A Federal reserve bank may, in its discretion and at 
its option, either directly or througjh OE IBOM an agent, accept 
e&thef-eaeh-ep-teak-'&paftB in payment of or in remittance for 
such checks. CASH, BASK DRAFTS, TRANSFERS 07 SUNDS OB BAH CREDITS, 
OB OTHER FOBMS OF PAYMESTOB RBMITTASCB,. ACCEPTABLE TO THE COLLECT-
ING. FEEDEAL RESERVEBANK. and THE FEDERAL RESERVE BASK shall not ' "*. 
"be held liable FOB THE lAILtJRB OF THE IBAES BiUSlK Cft ANY AGENT TO PAY 
OR REMIT FOB SUCH CHECKS, SOB for any loss resulting from the ac-
ceptance e€'feaak-d?a#*fi FROM THE DRAWEE BASE OR AHY COLLECTING 
AGENT, in lieu of cash, OF ASY OTHER FORM OF PAYMENT OR REMITTANCE 
AUTHORIZED HEREIS, ner-fea?-fctie-fai£ti?e-e#-%he-4$,awee-baak-ea?-aay 
agea*-ie-peair*-#ey-eetdi-<teed$s, nor for the non-payment of , OB 
FAILURE T0 REALI2E UPOSx any bank draft aeeep fced-ia-paymeat-ear 
ae-a OR 6 # m MEDIUM OF PAYMENT OB remi ttance WHICH MAY BE ACCEPTED 
from the drawee bank or any COLLECTING agent." 

"(4) Checks received by a Federal reserve bank aa-ite-meatee* 
es-neiaTOaibeir-eleaaptng-baiaka WHICH ABE PAYABLE IS ITS OWN DISTRICT 
will ordinarily be forwarded or presented direct to and* THE banks? 
Oil WHICH THEY ARE DRAWS, and such banks will be required to remit or 
pay therefor at par in eaBh-er-feaak-eLra#* SUCH ONE OR MORE OF THE 
FORMS OF PAYMENT OB REMITTANCE AUTHORIZED mitER PARAGRAPH (3) HERE-
OF AS MAY BE acceptable to the eel lee ting Federal reserve bank? 
e*-at-tM-@p*ien-ef-8ueb-Fede%'al-*eee*ve-beak-*e-@a*&erlse-mieh-#e&" 
eral-seaesve-baak %e-aka»ge-%het»-peaeyve-aeeeua%8-ap-eleapiag-ae- ; 
eennt'B« 

"(5) Chocks rocoivdd by a Federal rosorve bank payable in 
other districts will CRDISABILY bo forwarded for collection upea 
^he-teyBas-aad-eeadi%ieas-hereia-p?evided to the Federal reserve 
bank of the district in which such checks are payable*; PROVIDED, 
HOWEVER, .CHAT*. WHERE ARRANGEMENTS CAS BE MADE SATISFACTORY TO THE 
COLLECTISG BASK OB AGENT AND TO THE FEDERAL RESERVE BASK OF THE 
DISTRICT IN WHICH SUCH CHECKS ARE PAYABLE, ANY SUCH CHECKS MAY BE : 
FORWARDED FOB COLLECTION piBSCT TO THE BANK ON WHICH THEY ARE 
DRAWS OB AT WHICH THEY ARE PAYABLE, OB MAY BE FORWARDED FOR COZ^ 
LECTION TO ANOTHER AGENT WITH AUTHORITY TO PRESENT THEM FOR PAY-
MENT DIBECT TO THE BANK ON WHICH THEY.ARE DRAWS OE AT WHICH THEY 
ARE PAYABLE. ALL SUCH CHECKS SHALL BE HANDLED SUBJECT TO £ & THE 
TERMS AND CONDITIONS OF THIS REGULATION. . 

"(6) BANK DRAFTS RECEIVED BY A FEDERAL RESERVE BASK IN 
PAYMENT OF OR IN REMITTANCE FOB CHECKS HANDLED UNDER THE TERMS 
OF THIS REGULATION SHALL LIKEWISE BE HANDLED FOB COLLECTION SOB-
JECT TO ALL THE TERMS AND CONDITIONS OF THIS REGULATION. 
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'%€) (7) The amount of any check for which payment in actr-
ually and finally collected funds is not received shall "be charged 
back to the f orwarding 'bank, regardless, ofwhether or not the 
check itself can "be returned. IS StJCH EVEST, NEITHER THE OUSER 
OR hot,tubft OF ANY StJCH CHECK. NQR THE BASK whiCH SfflT SUCH CHECK 
TO TIC FIDSilAL EES2EVE B ^ T O a COLLECTION SHALL HAVE ANY EIGHT 
OF KECOUHSE UPON, IITT33GEST IS, OR SIGHT OF PAYliBNTIBOM.ANY 
EZSmVE BALANCE, clsarisgi ACOOOST, fig DEPOSIT ACCOUNT, SS OTHER 
SUCHIUNDOF the d r a w bask or of any bask to which such CHUCKS 
HATE BEES SENT FOR COLLECTIOS, IS THE POSSESSION OF THE FEDERAL 
RESIlRVB 5BASK. SO DRAFT, AUTHORIZATION TO CHASG4, OR OTHER ORDER 
tiros ' AOOCOBg. DEPOSIT ACOODST: OR 
OTHgt SUCH iUSDS OF A PAYING. REMITTING, OR COLLECTING BAM IN 
THE P0SSESSI02T OF A FEDERAL RESERVE BASK, ISSUEDFOR THE PURPOSE 
OF SETTLING ITEMS HANDLED UNDERTHE TERMS OF THIS PECULATION WILL 
BB PAID, ACTED UPO% OR BQSORBD AFTER RECEIPT BY SUCH FEDERAL. RE-
SERVE BASK OFNOTICE OF SUSPMSIOS OR CLOSI2TG OF SUCH PAYING, 
REMITTISGX OR COLLECTING BASK.W 

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



C O P T 1-6638 « 5 2 
Juno 23, 1930. 

To: Federal Reserve Board SUBJECT: Summary of Provisions of 
the Bill S-4723, introduced "by 

From: Mr. Wingfield-Assis tant Counsel. Senator Glass. 

On June 17, 1930, Senator Carter Glass introduced a bill, S. 4723, 
to amend the provisions of the National Bank Act and the Federal Reserve Act 
in a number of respects. When he introduced this hill Senator Glass stated 
on the floor of the Senate that it is merely a tentative measure to which he 
hopes to direct the inquiry into the banking system authorized by the Senate. 
For the information of the Board, however, I will briefly summarize below the 
most important changes which Senator Glass' bill would make in the present law. 

(1) The first paragraph of the U11, S. 4723, states that the title of 
the bill is the "Banking Act of 1930." 

(2) Section 2 of the bill, S. 4723, would amend the 7th paragraph of 
Section 5136 of the Revised Statutes which has to do with the powers which 
a national bank may exercise. In addition to the specific powers of national 
banks now contained in the law, this bill provides that national banks may 
generally engage in all forms of business that commercial banks of the State 
in which the national bank is situated are permitted to transact by the laws 
of the State, except in so far as national banks are expressly forbidden to 
undertake such business by the National Bank Act, the Federal Reserve Act, 
or other laws of the United States. 

Under tho present provisions of Section 5136 of the Revised Statutes, 
national banks are authorized to buy and sell investment securities. Sec-
tion 2 of the bill, S. 4723, would also amend Section 5136 4o as to limit 
this power of national banks to only the buying and selling of investment 
securities solely upon order and for account of customers, and in no case for 
its own account, except as specified in Section 24 of the Federal Reserve Act. 

(3) Section 5144 of the Revised Statutes now provides that each share-
holder of a national bank shall be entitled to one vote on each share of stock 
hgi& by him. Section 3 of the bill S. 4723 would amend Section 5144 so as to 
restrict the right of a shareholder to vote only shares of stock acWflly 
owned by him as a result of boqp f%#a p^r^«e. gift or inheritance, and the 
shareholder who becomes such through nominal transfer, or ownership on behalf 
of another, may not vote stock so acquired. This section of the bill would 
further amend Section 5144 so as to provide that no corporation, association 
or partnership and no officer* employee or director of any corporation, as soot** 
ation or partnership which is the owner of stock in any national bank shall vote 
either the stock owned by him individually or the stock owned, by the corporation. 
The present provision of Section 5144 authorizing shareholders to vote by proxy 
is retained in the bill S. 4723. 

(4) Section 4 of the bill S. 4723, would amend paragraph (c) of Section 
5155 of the Revised Statutes so as to authorize a national bank, after the date 
of the approval of this bill, to establish and operate new branches within the 
limits of tho State in which the national bank is situatod rather than merely 
in the city, town or village in which such national bank is located. The pro-
posed amendment retains tho present provision of the law that new branches may 
only be established and operated if such establishment and operation are per-
mitted to State banks by the law of tho State in which tho national bank is 
located. 
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(5) Under the provisions of Section 5197 aa it now reads, a national 
bank is authorized to charge in .tores t at the rate allowed by the laws of the 
State, territory or district where the bank is located and when no rate is so 
fixed by State law a national bank inky charge a rato not exceeding 7 per 
centum. Section 5 of the bill S, 4723 would amend these provisions so as to 
authorize a national bank to charge the rate allowed by State law or a rate 
one -per in excess of the discount rate of the Federal reserve bank in 
the Federal reserve district whoro the national bank la located, whichever 
m^y bp. creator, and where no rate is fixed by State law a national bank 
would be authorized to charge a rate not exceeding 7 per centum or. one per 
centum in excess of the discount rate of the Inderal reserve bank in the 
Federal reserve district where the national ban> located, whichever may 
be greater. . .. 

(6) Section 5200 of the Hpvisod Statutes limits loans by a national 
bank to any one person to 10 per cent of the capital and surplus of the national 
bank. This section, however, contains a number of exceptions to the 10 per 
cent limitation* Section 6 of the bill S« 4723 would amend Section 5200 by 
adding a provision that no obligation of"a broker or of any finance company, 
securities company, investment trust or other similar institution, or of any 
affiliate, shall bo entitled to the bonofits of any of the exceptions con-
tained in Section 5200, but all such obligations shall bo subject to the 10 
per cent limitation. This section would further amend Section 5200 so as to 
provide that the total obligations of .an affiliate shall not exceed the 10 
per cent limitation or the amount of the capital stock of the affiliate act-
ually paid in and unimpaired, whichever may be the smaller. It is further 
provided that an affiliate shall include a finance company, securities comr-
pany, investment trust, or any other corporation the control of which ia 
held directly or indirectly through stock ownership, or in any other manner 
by a national bank or by the Shareholders thereof who own or control a 
majority of the stock of the national bank. 

(7) Section 7 of the bill S. 4723 would amend Section 5211 of the Re-
vised Statutes by adding a new paragraph which would require each affiliate 
of a national bank to furnish to the Comptroller of the Currency not less 
than three reports each year, setting out in detail the condition of the 
affiliate. The president of the national bank is required to satisfy him-
self as to the correctness of each such report transmitted to the Comptroller, 
This amendment contains detailed requirements with reference to the filing of 
such reports and the form of such reports and authorizes the Comptroller of 
the Currency to call for special reports whenever in his judgment it is nec-
essary. An affiliate which fails to furnish the reports required of it shall 
be subject to a penalty of $100 for each day during which such failure con-
tinues. 

(8) Section 8 of the bill S. 4723 would amend the first paragraph of 
Section 7 of the Federal Be serve Act so as to provide that after the payment 
of a 6 per cent dividend to member banks, one-fourth of the remainder of the 
net earnings of a Federal reserve bank shall be paid to the United States as 
a franchise tax, one-fourth to the surplus fund of the Federal reserve bank 
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Cbut after the surplus equals 100 per cent of thd subscribed, capital 
the remainder goes to the United States as a franchise tax) and the re-
maining 50 per cent of the net earnings of a Federal reserve bank shall 
be paid to the member bank stockholders. 

(9) Section 9 of the bill S. 4723 would amend Section 9 of the 
Federal Reserve Act by adding a new paragraph which would require each 
affiliate of a member State bonk to furnish to. the Federal Reserve Board 
not less than throe reports each year, containing detailed information with 
reference to the condition of the affiliate. This amendment contains de-
tailed requirements with reference to the filing of such reports and the 
form thereof and requires the president of the member bank to satisfy hinn 
self as to the correctness of each such report transmitted to the Federal 
Reserve Board. Any affiliate which fails to make any report required shall 
be subject to a penalty of $100 for each day during which such failure con-
tinues. This section of the bill contains substantially the same definition 
of an affiliate as was contained in Section 6 of the bill as above noted. 

(10) Section 10(a) of the bill S. 4723 would amend the first paragraph 
of Section 10 of the Federal Reserve Act so as to eliminate the Secretary of 
the Treasury from membership on the Federal Reserve Board and to provide jfor 
a membership of only seven members including six members appointed by the 
President of the United States and the Comptroller of the Currency as an ex 
officio member. Section 10(b) of this bill would amend the second paragraph 
of Section 10 of the Federal Reserve Act so as to eliminate the Secretary 
of . the Treasury from the provision which now renders the Secretary or 
Comptroller of the Currency ineligible during the time he is in office and 
for two years thereafter to hold any office, position or employment in any 
member bank. Section 10(c) would amend the fourth paragraph of Section 10 
of the Federal Reserve Act to eliminate the Secretary of the Treasury as an 
ex officio chairman of the Federal Reserve Board and to provide that the 
oaths of office of members of the Federal Reserve Board shall be filed with 
the Secretary of the Federal Reserve Board rather than be certified to the 
Secretary of the Treasury as is now required. 

(11) Section 11 of the bill S. 4783 would amend the seventh paragraph 
of Section 13 of the Federal Reserve Act so as to provide that during the 
life or continuance of advances to a member bank on the 15-day promissory 
collateral notes of the member bank such member bank shall not increase or 
enlarge the total loans already made by it either upon collateral security 
to any borrower or to the meiribers of any organized stock exchange, invest-
ment house, or dealer in securities, upon any obligation, note, or bill 
secured or unsecured, except for the purpose of purchasing and carrying 
obligations of the United States. 

(12) Section 12, which is the last section of the bill S. 4723, would 
amend Section 24 of the Federal Reserve Act so as to require a national 
bank to invest its time and savings deposits in the amount of real estate 
loans authorized under the provisions of Section 24 of the Federal Reserve 
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Act or in property and securities of the kinds and amounts required by 
law of savings banks in the State where the national bmk is situated* 
In case no such State savings bank law exists the savings and time de-
posits of a national bank shall be invested in property and securities 
specified by the Comptroller of the Currency. The reserve of 3$6 of time 
deposits required by the Federal Reserve Act shall count as a correspond-
ing part of such investments. This section of the bill farther provides 
that in case a national bank becomes insolvent, all the property acquired 
under this section shall be applied by the receiver thereof in the first 
place ratably and proportionately to the payment in full of the time and 
savings deposits of the national bank. 

A copy of the bill S. 4733 is attached hereto for the Board's informa-
tion. 

Respectfully, 

B. M. Wingfield, 
Assistant Counsel. 

Copy of bill attached. 

BaflT-sad 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6639 

June 24, 1930. 

SUBJECT: Expenset Main Line, Leased Wire System, 
May, 1930. 

656 

Dear Sir* 

Enclosed herewith you. will find two mimeo-
graph statements, X-6639-a and X-6639-%, covering in 
detail operations of the main line, Leased Wire Sys-
tem, during the month of May* 1930* 

Please credit the amount payable "by your 
bank in the general account, treasurer, tJ. S>i on 
your books, and issue c/d Form 1, National for 
account of "Salaries and Expenses, federal Reserve 
Board, Special Fund", Lefesed wife System, sending 
duplicate d/D to the Federal Reserve Board. 

Very thily yours, 

Fiscal Agent. 

Enclosures. 

TO GOVERNORS OF .ILL F. R. BANKS EXCEPT CHICAGO. 
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KEPOHT SHOWING: CLASSIFICATION AND NUMBER OF WD EDS TRANSMITTED OVER MAIN LIKE 
JOT TBB iTDBRM.RESERVE LEASED WIRE SYSTEM FOR THE MONTH (F Miff , 1930. 

Business Words sent by Net Federal Percent of total 
reported New York charge- Reserve bank business(*) 

by able to other Bank 
From "banks F. R. Banks (l) business 

Boston 31,311 1,564 32,875 3.44 
New Yoric 146,314 - 146,314 15-33 
Philadelphia 35.533 1,219 36,752 3-85 
Cleveland 89,288 2,361 91,649 9.60 
Richmond . 60,808 2,572 63,380 6.64 
Atlanta 64,017 6,930 70,947 7.43 
Chicago 109,778 3.036 112,814 11.82 
St. Louis :J9,5&8 2.593 82,181 8 .61 
Minneapolis 36;294 2,984 39,278 4.11 
Kansas City -*3,109 2,441 85,550 8.96 
Dallas ^9,364 9,452 78,816 8.26 
San Francisco 4.135 114.035 11.95 

Total 39,287 954,591 100.00 

F. R. Board busimss-. - . 274.77% 1,229,365 

Treasury Department "business - Incoming and Outgoing 79.487 

Total words traasmiAted over maSn lines 1,308*852 

(*) These percentages used ia, calculating the t>ro rata share of leased wire expense as shown 
-on the accompanying statement (X-6639-%) 

(1) Number of words sent by NewTork to other F. R. Banks for their sole benefit charged to 
banks indicated in accordance with action taken at Governors' Conference 

November 2 - 4 , 1925. 
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REPORT OF EXPENSES' MAIN LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM, MAI, 1930. 

Name of "bank 
Operators' 
Salaries 

Pro Rata Payable to 
Share of Federal 

Operators' Wire Total Total Reserve 
Overtime Rental Expenses Expenses Credits Board 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 
Federal Reserve 

$ 260.00 
1,077-46 

225.OO 
306,66 
190.00 
270.00 

4,016.24 (#) 
195.00 
254.13 
227.50 
251.00 
380.00 

Board -

$ $ — $ 260.00 
1,077.46 

225.00 
- 306.66 

230.00(6) 420.00 
270.00 

4,016.24 
195.00 
254.13 
287.50 
251.00 
3 3 0 . 0 0 

15.611.70 15,611.70 

$ 761.07 
3,391.64 

851.78 
2,123.92 
1,469.05 
1.643.83 
2,615.08 
1,904.90 
909.31 

1,982.33 
1,827.46 
2.643.84 

$ 260.00$ 
1,077.46 

225.00 
306.66 
420.00 
270.00 

4,016.24 
195.00 
254.13 
287.50 
251.00 
38O.OO 

501.07 
2,314.18 

626.78 
1,817.26 
1,049.05 
1.373.83 , x 
i,4oi.16 (*) 
1,709,90 

655.1s 
1.694.83 
1,576.46 
2.263.84 

Total $7,712.99 $ - $ 15,841.70 $23,554.69 $22,124.21 
1.430.48(a) 

$22,124.21 

$7,942.99 $15,582.38 
1.401.16 (b) 

$14,181.22 

(#) 
-<*) 
U) 
Xb) 

Main line rental, Ri chmond-Washing ton. 
Includes salaries of Washington operators. 
Credit. 
Received $1,430.48 from Treasury Department covering business for the month of May, 
Amount reimbursable to Chicago. 

1930. 
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WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6640 

June 24, 1930. 

Dear Sir; 

There are attached hereto a copy of H. B. 10E11, 
introduced "by Congressman Steagall, providing for a 
change in the distribution of the earnings of the Fed-
eral reserve "banks, together with favorable report 
thereon made by the Committee on Banking and Currency. 

While the views of the Board on this bill were 
not requested by the Committee, the Board would like to 
have your comments on it in order that it may be in 
position to determine whether or not it should go on 
record as opposing the bill, A reply at your earliest 
convenience would be appreciated. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

$0 ALL G0V3B3QB5 AUD JEBERAL BBSSRVJff AGISTS. 
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UNION CALENDAR NO. 478 
71st CONGRESS 
2d Session H. R. 10211 

(Report No. 1909) 

IN THE HOUSE OF REPRESENTATIVES 

February 24, 1930 

Mr. STEAGALL introduced the following till; which was referred to the Com-
mittee on Banking and Currency and ordered to be printed 

June 14, 1930 

Committed to the Committee of the Whole House on the state of the Union 
and ordered to be printed. 

A BILL 

To provide for a more equitable distribution of earnings of Federal 

reserve banks. 

Be it enacted by the Senate and House of Representatives of the 

United States of America in Congress assembled. That that part of the 

first paragraph of section 7 of the Federal Reserve Act as amended which 

reads as follows; "after the aforesaid dividend claims have been fully 

met, the net earnings shall be paid to the United States as a franchise 

tax except that the whold of such net earnings, including those for the 

year ending December 31, 1918, shall be paid into a surplus fund until 

it shall amount to 100 per centum of the subscribed capital stock of such 

bank, and that thereafter 10 per centum of such net earnings shall be paid 
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into the surplus," to be further amended to read as follows: 

"After the aforesaid dividend claims have been fully met, the 

net earnings shall he paid into a surplus fund until it shall amount to 

100 per centum of the subscribed capital stock of such bank, and there-

after 10 per centum of such net earnings shall be paid into the surplus. 

The remaining net earnings shall be divided between the United States 

and the stockholders as follows: The Federal Reserve Board shall determ-

ine as nearly as may be possible what proportion of such net earnings 

was derived from the issuance of Federal reserve notes and what propor-

tion was derived from the rediscount, investment, and other banking 

activities of the Federal reserve bank. Such proportion of the remain-

ing net earnings as are thus found to have been derived from the issuance 

of Federal reserve notes shall be paid over to the United States as a 

franchise tax, and the whole of the net earnings then remaining shall be 

distributed among the stockholders of such Federal reserve bank in pro-

portion to the stock held with such Federal reserve bank by the respective 

stockholders since the last dividend." 
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71 St CONGRESS ) HOUSE OF REPRESENTATIVES ( REPORT 
2d Session ) ( No. 1909 

EQUITABLE DISTRIBUTION OF EARNINGS OF FEDERAL 
RESERVE BANKS 

June 14, 1930* - Committed to the Committee of the Whole House on the 
state of the Union and ordered to be printed 

MR. STEAGALL, from the Committee on Banking and Currency, submitted the 
following 

REPORT 

(To accompany H. R. 10311) 

The Committee on Banking and Currency, to whom was referred the bill 

(H. r. 10211) to provide for a more equitable distribution of the earnings 

of Federal reserve banks, having considered the same, report favorably 

thereon with the recommendation that the bill do pass without amendment. 

The purpose of this bill is to secure a more equitable distribution 

of the earnings of Federal reserve banks. Under the law as it now exists 

a member bank is required to subscribe to the capital stock in a Federal 

reserve bank in an amount equal to 6 per cent of the capital stock of the 

member bank and to maintain balances equal to 7 per cent of the regular 

deposits and to 3 per cent of time deposits of such member banks. Federal 

reserve banks after paying stockholding member banks a dividend of 6 per 

cent annually on the stock held by them, are required to carry to their 

surplus fund all the remaining net profits until the surplus fund equals 

the subscribed capital, after which 90 per cent of all remaining net 
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profits mast be paid, into the Treasury of the United. States as a franchise 

tax and the other 10 per cent applied to surplus. Member banks are allowed, 

no other returns on their stock and. balances than the 6 per cent dividend 

of stock held by them in Federal reserve banks. 

Federal reserve banks have accumulated a surplus of $276,936,000 and. 

have paid, into the Federal Treasury as a franchise tax $147,109,573. In 

addition, Federal reserve banks have absorbed the initial costs incident 

to the inauguration of the system, including the expenditures incident to 

the vast building program which has been consummated. The total net 

profits of the Federal reserve banks up to January, 1930, are $515,215,983. 

From the standpoint of member banks and the communities served by them 

there is ample reason for the view that they are entitled to a larger share 

of the net profits of the Federal reserve banks than a mere cumulative 6 

per cent dividend on the amount of stock held in the Federal reserve banks. 

Every dollar of the Capital stock of Federal reserve banks is furnished by 

the member banks, and the great bulk of deposits held by Federal reserve 

banks is furnished by member banks. Treasury deposits are inconsequential 

in amount and temporary in character and are compensated for by the services 

rendered by Federal reserve banks as fiscal agents. 

Die profits of the Federal reserve banks are made almost entirely from 

transactions with their member banks. The bill provides that the Govern-

ment shall receive as a franchise tax such profits as accrue through opera-

tions with the Government and that profits derived from operations with 

member bemks shall be paid to member banks upon a basis of the stock held 

by them in Federal reserve banks. This is fair to the Government and fair 

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



3 

X—6640-fa 

• [: 664 

to member banks. It is simple Justice and will in some measure afford 

freli&f to member banks in small communities where unit banks are 
# 

struggling to serve the public and prosper, and will undoubtedly aid 

in checking the number of bank failures, with their demoralizing and 

unfortunate results. 

The bill will remove in part dissatisfaction that exists toward the 

Federal reserve banks on the part of member banks and will unquestion-

ably serve as an inducement to no member banks to join the Federal re-

serve system. It will make membership in the Federal reserve system 

more attractive to small and average-sized banks whose existence may 

depend upon the continued operation of the Federal reserve system which 

was created for the benefit of the independent banks of the country. 

The "banks of the country need the Federal reserve system with its mobil-

ization of reserve and rediscount facilities. It is a reservoir of 

credit essential to the safety and soundness of our banking institutions* 

It is essential to the success and safety of individual banks and the 

success of the Federal reserve system rests upon its member banks. The 

bill is designed to promote the interests of both the Federal reserve banks 

and their member banks. 

In conformity with section 2a of Bule XIII of the Hbuse rules, there 

is herewith printed section 7 of the Federal reserve act as it will read 

with the amendment proposed in this bill, such amendment being printed in 

italics and the part stricken out in brackets, as follows: 

Sec. 7. After all necessary expenses of a Federal reserve bank have 

been paid or provided for, the stockholders shall be etit'itled to receive 

an annual dividend of six per centum on the paid-in capital stock, which 
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dividend, shall be cumulative. After the aforesaid dividend claims have 

"been fully met, the net earnings shall he paid (to the United States as 

a franchise tax except that the whole of such net earnings, including 

those for the year ending December thirty-first, nineteen hundred and 

eighteen, shall he paid) into a surplus fund until it shall amount to 

one hundred per centum of the subscribed capital stock of such bank, and 

that thereafter ten per centum of such net earnings shall be paid into 

the surplus. 

The remaining net earnings shall be divided between the United States 

and the stockholders as follows: The Federal Reserve Board shall determine 

as nearly as may be possible what proportion of such net earnings was de-

rived from the issuance of federal reserve notes and what proportion was 

derived from the rediscount, investment, and other banking activities of 

the Federal reserve bank. Such proportion of the remaining net earnings 

as are thus found to have been derived from the issuance of Federal reserve 

notes shall be paid over to the United States as a franchise tax, and the 

whole of the net earnings then remaining shall be distributed, among the 

stockholders of such Federal reserve bank in proportion to the stock held 

with such Federal reserve bank by the respective stockholders since the 

last dividend. 

The net earnings derived by the United. States from Federal reserve 

banks shall, in the discretion of the Secretary, be used to supplement the 

gold reserve held against outstanding United States notes, or shall be 

applied, to the reduction of the outstanding bonded indebtedness of the 

United States under regulations to be prescribed by the Secretary of the 
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Treasury. Should a Federal reserve bark be dissolved or go into liquida-

tion, any surplus remaining, after the payment of all debts, dividend 

requirements as hereinbefore provided, and the par value of the stock, 

shall be paid to and become the property of the United States and shall 

be similarly applied* 

Federal reserve banks, including the capital stock and surplus there-

in, and the income derived therefrom shall be exempt from Federal, State, 

and local taxation, except taxes upon real estate* 
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FEDERAL RESERVE BOARD 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6641 

June 25, 1930. 

SUBJECT: Effect of Consolidation on Clayton Act Permits. 

Bear Sir: 

In a ruling published on page 28 of the Federal Reserve 
Bulletin for January, 1925, the Federal Reserve Board ruled with 
reference to consolidations of banks covered by Clayton Act per-
mits as follows: 

"The Board holds that in any case where two or , 
more banks consolidate vuaddr a statute, either Fed-
eral or State, which vests in the consolidated in-
stitution all the rights, franchises, or interests 
of the consolidating banks, the consolidated insti-
tution would, as a matter of law, have the right 
to the service of any director of any of the con-
solidating banks; in other words, that a director 
who is serving a bank by the permission of the Fed-
eral Reserve Board may, after his bank consolidates 
with another, continue to serve the consolidated in-
stitution if the statute under which the merger was 
effected gives to this institution all the rights, 
franchises, and interests of the constituent banks. 
The Board rules, therefore, that in such cases it 
will not require *the director affected to make appli-
cation to the Board for a new permit, but the director 
will be permitted, without any formality, to continue 
to serve the consolidated institution together with 
the other banks which he was serving before the con-
solidation took place," 

The Board's ruling further provided, however, that in 
every such case the Federal Reserve Agent should consider and re-
port to the Board with recommendation whether or not the situation 
existing as a result of the consolidation of the banks involved 
has so affected the question of eompetition between the banks upon 
which the director was serving as to make advisable the revocation 
of the permit formerly issued. When this ruling was issued the 
question whether the Federal Reserve Board should issue a permit 
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covering interlocking "bank directorates -under the provisions of 
toe Clayton Act depended primarily on the question whether the 
banks involved were in substantial competition* Since this ruling 
was published, however, the Clayton Act has been amended so as to 
provide that such a permit may be issued if in the Board's judgment 
it is not incompatible with the public interest and may be revoked 
whenever the public interest requires its revocation. In view of 
this amendment, a Federal reserve agent when reporting to the Board 
whether or not a permit should be revoked on account of a consolida-
tion, should consider, in addition to the question whether competi-
tion between the banks involved has been affected by the consolidation, 
whether in view of all the circumstances involved, the public in-
terest requires the revocation of a permit# In this connection, 
particular consideration should bo given to whether the consolidation 
trill result in any restriction of credit or stifling of competition 
between the banks involved* 

By Order of the Federal Reserve Board. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary, 

TO ALL immXL RESERVE AGENTS, 
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IN THE DISTRICT COURT OF THE UNI TIED STATES 

FOR THE NORTHEBN DISTRICT OF GEORGIA, 

ATLANTA DIVISION. 

T. 0* BOBBITT, et al 
Plaintiffs 

vs. 

FEDERAL RESERVE BANK OF 
ATLANTA, et al., 

Defendants 

No. 

In Equity. 

The receiver of the First National Bank of Dublin refusing 

to sue, depositors of that tank have "broû it this suit against the 

Atlanta Federal Reserve Bank to recover from it certain collateral 

which it is claimed was unlawfully transferred by the officers of the 

Dublin hank to the Reserve Bank as security for indebtedness due the 

latter bank. The invalidity of the transfer is attributed to three 

causes. First that some of the collateral consisted of security 

deeds on real estate, and the transfers of the security deeds were 

not recorded prior to the failure of the Dublin bank, that some of 

the collateral was transferred by the officers of the Dublin bank 

after acts of insolvency of that bank and in contemplation of its 

insolvency, and for the purpose of preferring the Reserve Bank as a 

creditor, and lastly that the transfers were made upon a collusion 

or plan of the Dublin batik and the Reserve bank to defraud creditors 

of the former bank under common law principles. As to the last of 

these contentions there is no evidence whatever to support it, and no 
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serious contention is made that any such plan or collusion existed* 

As to the first I am of the ooinion that there is no necessity to re-

cord the transfer of a security deed where the note which it secured 

is validly transferred to another. The security, in equity, follows 

the note regardless of whether any transfer, oven, is executed, 

and the right of the parties can in no wise ho worked out except 

by holding, certainly as against all except "bona fide purchasers 

for value, that the title to the security goes with the note. The 

second contention gives the most trouble. I am of opinion that the 

Dublin bank was actually insolvent for a number of months before it 

closed, duo to the fact that it had an imnenso amount of what are 

called "frozen" assets, consisting mainly of papers secured by land, 

the makers of which were insolvent and the land unsalable. She 

Federal Reserve Bank, in its connection with the Dublin bank appears, 

during the last three years of the Dublin bank's business, to have 

increased its credit allowance to it from a minimum of sixty-three 

thousand dollars to more than six hundred thousand. This was not 

done by specific loan transactions with specific security in each, 

but the accounts were run from day to day, embracing all transactions 

of loan or repayment between the banks, and all security taken was 

for the benefit of the entire account and of all indebtedness between 

the banks. The majority of the security held by the Reserve Bank 

wore those frozen land loans. Their history dates back for several 

years. There was a conversion or substitution, apparently, of 

debtors, arranged by the incorporation of a holding company to take 
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these assets over, but the evidence satisfies me that all the time 

these securities were h@»ld by the Reserve Bank: for its protection in 

its entire account, and that surrenders and changes were not for the 

purpose of final release, but only to change the form of the security. 

Whether this be true or not, the great majority of the most recent 

assignments of these securities run back from eight to twelve months 

prior to the failure of the bank, and cannot, under the evidence, 

be thought to have been made in contemplation of insolvency and with 

the purpose of preferring the Reserve Bank. Indeed the entire history 

of the Dublin bank indicates a purpose on the part of its officers to 

sustain and maintain, rather than to allow it to go into insolvency. 

They put in additional money themselves, and their transactions with 

the Roservei Bank all were to the end of obtaining additional advances 

rather than the preferring and so caring of old ones. It appears that 

during the last month of the Dublin bank18 existence its indebtedness 

to the Reserve Bank was allowed to grow about thirty-one thousand 

dollars and in the last three months the additional advances aggregated 

some hundred and forty thousand dollars. Even if the most recent 

transfers of collateral be confined but to the security of these most 

recent advances, and they were certainly valid to that extent at least, 

it does not appear that these recent advances have in any manner been 

repaid so as to release the collateral and raise the question ae to 

whether any of it could be retained for prior indebtedness. As I under-

stand the evidence, this collateral has #11 been realized upon at a 

valid sale pending this suit, in which the Reserve Bank bid not simply 
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to "bid over other "bidders, tut bid its real value as it "believed it 

to be, and its real value thus generously bid was entirely insufficient 

to repay these recent advances from the recent collateral even if the 

thirty thousand dollars in bonds be considered as worth their face, 

and realized upon. Looking through the entiro transaction I do not see 

any reason to doubt that the Reserve Bank is validly secured by all 

the collateral that it holds and that no return of collateral will be 

due until a realization of its debt. Any accounting for the collateral 

based on this sort of settlement of course remains with the receiver, 

and is not involved in the present suit. The Judgment in the present 

suit must bo that none of the collateral appears to have been 

transferred contrary to law or to bo invalid for any reason to 

secure any indebtedness to the Beservo Bank, and a decree may be 

taken accordingly. 

This June 5th, 1930. 

U» S. Judge 
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BAKEB, HGSTETLSS & SIDLO 
COUNSELLORS AT LAW 

UNION TRUST BUILDI1TG 
"CLEV3WD 

June 25, 1930. 

Federal Reserve Board 
Treasury Building 
Washington, D. C. 

Gentlemen: 

I have before me a memorandum from Mr. Walter Wyatt, General Counsel 
of the Federal Reserve Board, recommending the adaption of certain amend-
ments to Regulation J formulated "by the recent Conference of Counsel of 
Federal reserve banks, and containing certain minor changes of words and 
punctuation in the interest of clarity made by Mr. Wyatt and me. 

During the course of the case of Thomas A. Early, Receiver, v. Federal 
Reserve Bank of Richmond, I was kept in touch with the issues presented by 
it and heard the final argument in the Supreme Court of the United States. 
When the case was decided, I read and analyzed the opinion of the court 
and became convinced that the decision presented possibilities of grave 
liability on the part of the Federal reserve banks. When Mr. Wyatt com-
municated to me your wish that I should sit in with the Conference of 
Counsel called to consider the questions raised by the Early decision and 
possible ways of meeting them, I devoted some time to a further and more 
detailed examination of the questions. Unfortunately other engagements 
which I could not control made it impossible tor me to be present while 
the Conference of Counsel considered the subject, but I did go to Washington 
the day after the Conference adjourned and had an opportunity to confer at 
large with Mr. Wyatt and a number of Federal reserve bank counsel who had 
remained over. I had previously had supplied to me and studied all letters 
and memoranda which had boen written prior to the Conference and exchanged 
between Mr. Wyatt1s office and the offices of the several Federal reserve 
bank counsel. 

The memorandum of Mr. Wyatt fully and accurately expresses my opinion 
and I concur in it and in all the recommendations it makes. 

It would serve no useful purpose for me to restate the difficulties 
created by the decision in the Early case as they have been considered by 
the Board as sufficiently serious to justify the calling of the Conference 
of Counsel, but I think I should state to the Board that in my opinion the 
earliest action the Board can take upon these recommendations, consistent 
with their full consideration, is important. It may be that Board will feel 
it is already sufficiently advised of the views of the several Federal 
reserve banks to act without a further reference of the matter to them. 
If that be not the case, the Federal reserve banks would undoubtedly be 
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prepared to express their views promptly, as the counsel for the several 
banks have given this matter very thorough consideration and can lay all 
of the facts "before the officers of the banks without delay. The dangers 
for the Federal reserve banks created by the decision in the Early case 
are increasing at this time when banking and business difficulties are 
common, and the likelihood of efforts to cover losses by imposing liabilities 
on the Federal reserve banks by applications of the doctrine of this case 
is manifestly great. 

The concurrence I have expressed in the recommendations made in Mr. 
Wyatt's memorandum, of course, deals primarily with amendments to Regula-
tion J addressed to the difficulties arising from the decision in the 
Early case. I have, however, also examined the other recommendations and 
have discussed their purpose and concur in their aptness and desirability. 

Respectfully submitted, 

NUB s C 
Newton D. Baker 
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W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6645 

June 27, 1930. 

SUBJECTt proposed amendments to Regulation 
J recommended by Conference of 
Counseli 

Dear Sir: 

A Conference of Counsel of all Federal reserve banks, at which one 
or more legal representatives of each Federal reserve bank and four'mem-
bers of the Standing Committee on Collections were present, was held in 
Washington on June 9 and 10, 1930, for the purpose of considering the ef-
fect of the decision of the Supreme Court of the United States in the 
case of Thomas A. Early, Receiver, v. Federal Reserve Bank of Richmond, 
what amendments to Regulation J, if any, should be adopted in the light 
of this decision and what other steps, if any, should be taken to diminish 
the chances of litigation and to protect the Federal reserve banks against 
the assumption of unwarranted liabilities as a result of the Supreme 
Court's decision in that case. 

With the representative of only one bank dissenting, the Conference 
of Counsel recommended certain amendments to Regulation J, and these recom-
mendations have been concurred in by the Board's General Counsel and by 
Hon. ftewton D. Baker, who was retained by the Board in order that he might 
give the Board the benefit of his views ori the important questions raised 
by these recommendatione. Son. Newton D« Baker and the Board's General 
Counsel both recommend that these amendments be adopted at the earliest 
possible date. Before adopting the amendments, however, the Board desires 
to have the views of the Chairmen and Governors of the Federal reserve 
banks with reference thereto# 

There are enclosed for your information: 

(1) A copy of the opinion of the Supreme Court of the United 
States in the case of Thomas A* Early, Receiver, v. Federal Reserve 
Bank of Richmond; 

(2) A copy of a memorandum addressed to the Board by its 
General Counsel under date of May 2, 1930, pointing out the dangers 
of this decision and recommending that a Conference of Counsel be 
called to consider it; 

(3) A copy of the Record of the Proceedings of the Confer-
ence of Counsel, recommending the adoption of certain amendments , 
to Regulation J; 
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(4) A copy of a memorandum addressed, to the Board under 
date of June 27 by the Board's General Counsel explaining the pur-
pose and effect of each of these proposed amendments and recommend-
ing that they be adopted with certain changes in phraseology; 

(5) A letter addressed to the Board by Hon. Newton D. 
Baker under date of June 25, 1930, concurring in the recommendar-
tions made by the Board's General Counsel and pointing out the 
importance of adopting theso amendments to Regulation J as soon 
as possible; and 

(6) A print showing the exact changes in the text of 
Regulation J, which would be made by the proposed amendments. 

The representatives of your bank mho attended the Conference of 
Counsel can give you any farther information on this subject which you 
may desire, and it is suggested that you confer with them. 

You are requested to forward to the Board at your earliest con-
venience a letter containing any comments or suggestions which you desire 
to submit with reference to these proposed amendments, in order that the 
Board may take final action thereon at the earliest possible date. 

By Order of the Federal Reserve Board. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

TO Chairmen and Governors of all 
Federal Reserve Banks. 
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WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-6646 

June 27, 1930. 

SUBJECT: Condition of Membership re Purchase of Bank Stocks. 

Dear Sir; 

For some time past the Federal Reserve Board has had 
under consideration the advisability of a revision of condi-
tion of membership No. 3 contained in Section IV of Regulation 
"H", which at present requires the Board's permission before 
any stock of hanks or trust companies may he purchased "by a 
member hank subject to the condition. The condition as it 
stands has caused some irritation among member banks by reason 
of the fact that they must apply to the Board for permission 
to purchase small amounts of bank stocks, and the Board would 
like to relieve the member banks of this irritation as well as 
itself of the seemingly unnecessary burden of acting upon such 
applications. 

It appears desirable, however, that in the revision of 
the condition of membership some measure of control should be 
retained over the development of group or chain banking in 
member banks, and there has been prepared for consideration by 
the Board a revision of the condition which would prohibit a 
member bank from acquiring, except with the Board's permission, 
a controlling interest in any other bank or trust company and 
also prohibit investment by a member bank, subject to the con-
dition, of more than a stated proportion of. its own capital 
and surplus in stocks of other banks or trust companies 
generally. This proposed revision reads; 

"(3) Such bank or trust company, except after 
applying for and receiving the permission of the Federal 
Reserve Board, shall not acquire more than 50 per cent of 
the capital stock of any other bank or trust company; and, 
except with the Board's permission, its total investments 
in the stock of other banks and trust companies shall not 
exceed 20 per cent of its own capital stock and surplus." 

While technically a controlling interest of a corpora-
tion is any amount of stock in excess of 50$ of its capital 
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stock, as a practical matter a corporation may in many in-
' stances "be actually controlled "by the ownership of less 
than 50$ of its capital stock and it may, therefore, he 
desirable to require permission of the Board prior to the 
purchase of stock in another "bank to an extent less than 
50$ Of the capital stock of that "bank, i. e,, 25#, 20$ or 
even 15$. In this connection, the condition of membership 
which is now "being revised, as it appeared in the Board's 
Regulation "H", Series of 1924, placed this limitation at 
2O56. Furthermore, the lower limitation would meet another 
purpose of the proposed revision of the condition in that 
it would relieve member banks of the necessity of applying 
for permission to purchase small amounts of stock in other 
institutions. 

Before taking action in the matter, the Board would 
appreciate receiving from you an expression of your views 
as to the advisability of revising the condition of member-
ship, and if you think a change is desirable, as to at what 
percentage the limitation on the purchase of stock of other 
banks, without the Board's permission, should be placed. It 
would also like to have your reaction to the proposed limi-
tation on the aggregate amount of its own capital and surplus 
which a member bank, subject to the condition, may invest in 
stock of other institutions. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

TO ALL GOVBHSORS AND FEDERAL RESERVE AGENTS 
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a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

Subject: Amendments to Federal Reserve Act and 
National Bank Act* 

Dear Sir; 

There are enclosed herewith for your information certain 
amendments to the Federal Reserve Act and the National Bank Act. 
These amendments were only recently approved by the President and 
copies of the amendments as printed in the form of a Public Act 
are not yet available. I am, however, enclosing mimeographed 
cqpies of the bills as they passed the Senate and House and were 
approved by the President. These amendments are as follows: 

On the 26th day of June, 1930, the President approved the 
bill S. 4096 amending Section 4 of the Federal Reserve Act with ref-
erence to the election of directors of Federal reserve banks; 

On the 26th day of June, 1930, the President approved the 
bill S. 3627 amending Section 11 (k) of the Federal Reserve Act so 
as to authorize national banks under certain circumstances to sur-
render their right to exercise trust powers; 

On the 26th day of June, 1930, the President approved the 
bill S. 485, amending the seventh paragraph of Section 9 of the Fed-
oral Reserve Act and Section 5240 of tho United States Revised Stat-
utes with reference to the assessment of costs of examinations ar» 
gainst member banks. 

On the 25th day of June, 1930, tho President approved the 
bill S. 486, amending Section 5153 of the United States Revised Stat-
utes so as to authorize national banks to give security for the safe 
keeping of deposits of the public money of a State or a political 
subdivision thereof. 

Very truly yours, 

W A S H I N G T O N 

X-6647 

June 27, 1930. 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

To Governor* and Chairmen of all Federal reserve banks. Digitized for FRASER 
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S. 4096 

Alt ACT 

tfo amend section 4 of the Federal Reserve Act. 

fee It enacted "by the Senate and House of Representatives of the 

United States of America in Congress assembled. That section 4 of the 

Federal Reserve Act, as amended (U. S. C., title 12, sec. 304) , he fur-

ther amended by striking out that paragraph thereof which reads as fol-

lows: 

"Any candidate having a majority of all votes cast in the column 

of first choice shall he declared elected. If no candidate have a major-

ity of all the votes in the first column, $aen there shall he added to-

gether the votes cast by the electors for eutih candidates in the second 

column and the votes cast for the several candidates in the first column* 

If any candidate then have a majority of the electors voting, by adding 

together the first and second choices, he shall be declared elected. If 

no candidate have a majority of electors voting when the first and second 

choices shall have been added, then the votes cast in the third column for 

other choices shall be added together in like manner, and the candidate 

then having the highest number of votes shall be declared elected. An im-

mediate report of election shall be declared.11 

and by inserting in lieu thereof the following: 

"Any candidate having a majority of all votes cast in the column of 

first choice shall be declared elected. If no candidate have a majority 

of all the votes in the first column, then there shall be added together 

the votes cast by the electors for such candidates in the second column 

and the votes cast for the several candidates in the first column* 

X-6647-a 
680 
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The candidate then having a majority of the electors voting and the 

highest number of combined votes shall "be declared elected. If no 

candidate have a majority of electors voting and the highest number 

of votes when the first and second choices shall have been added, 

then the votes cast in the third column for other choices shall be 

added together in like manner, and the candidate then having the 

highest number of votes shall be declared elected. An immediate 

report of election shall be declared." 
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S. 3627 I 6 8 2 

AH ACT 

To amend the Federal Reserve Act so as to enable national "banks vol-

untarily to surrender the right to exercise trust powers and to 

relieve themselves of the necessity of complying with the laws 

governing banks exercising such powers, and for other purposes. 

Be it enacted by the Senate and House of Representatives of 

the United States of America in Congress assembled. That subsection 

(k) of section 11 of the Federal Reserve Act (subsection (k) of sec-

tion 248, United States Code, title 12), as amended, be further amend-

ed by adding at the end thereof a new paragraph reading as follows; 

"Any national banking association desiring to surrender its 

right to exercise the powers granted under this subsection, in order 

to relieve itself from the necessity of complying with the require-

ments of this subsection, or to have returned to it any securities 

which it may have deposited with the State authorities for the pro-

tection of private or court trusts, or for any other purpose, may 

file with the Federal Reserve Board a certified copy of a resolution 

of its board of directors signifying such desire. Upon receipt of 

such a resolution, the Federal Reserve Board, after satisfying it-

self that such bank has been relieved in accordance with State law 

of all duties as trustee, executor, administrator, registrar of stocks 

and bonds, guardian of estates, assignee, receiver, committee of 

estates of lunatics or other fiduciary, under court, private, or 

other appointments previously accepted under authority of this sub-

section, nay, in its discretion, issue to such bank a certificate 

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



" 2 - X-6647-b g g o 

certifying that such bank is no longer authorized, to exercise the 

powers granted by this subsection. Upon the issuance of such a 

certificate by the Federal Reserve Board, such bank (1) shall no 

longer be subject to the provisions of this subsection or the 

regulations of the Federal Reserve Board made pursuant thereto, 

(2) shall be entitled to have returned to it any securities which 

it may have deposited with the State authorities for the protection 

of private or court trusts, and (3) shall not exercise thereafter 

any of the powers granted by this subsection without fi%st apply-

ing for and obtaining a new permit to exercise such powers pur-

suant to the provisions of this subsection. The Federal Reserve 

Board is authorized and empowered to promulgate such regulations 

as it may deem necessary to enforce compliance with the provisions 

of this subsection and the proper exercise of the powers granted 

therein." 
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8. 485 6 8 4 

AN ACT 

To amend section 9 of the Federal Reserve Act and section 5240 of the Re-

vised Statutes of the United States, and for other purposes. 

Be it enacted "by the Senate and House of Representatives of the 

United States of America in Congress assembled. 

That the seventh paragraph of section 9 of the Federal Reserve Act, as 

amended (U. S. C., title 12, sec. 326), is further amended by striking 

out the last sentence thereof and inserting the following: 

"The expenses of all examinations, other than those made "by State 

authorities, may, in the discretion of the Federal Reserve Board, "be 

assessed against the "banks examined and, when so assessed, shall he 

paid by the "banks examined. Copies of the reports of such examinations 

may, in the discretion of the Federal Reserve Board, "be furnished to 

the State authorities having supervision of such banks, to officers, 

directors, or receivers of such banks, and to any other proper persons." 

SEC. 2. That section 5240, United States Revised Statutes, as 

amended by section 21 of the Federal Reserve Act, is further amended 

in the third paragraph thereof (U. S. C., title 12, sec. 483) by strike 

log out the second sentence of such paragraph and inserting in lieu there-

of the following: 

"The expense of such examinations may, in the discretion of the Fed-

eral Reserve Board, be assessed against the banks examined, and, when so 

assessed, shall be paid by the banks examined." 
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S. 486 

AH ACT 

To amend section 5153 of the Revised Statutes, as amended# 

Be it enacted "by the Senate and House of Representatives 

of the United States of America in Congress assembled, 

That sectiod 5153 of the Revised Statutes, as amended (United 

States Code, title 12, section 90), is amended "by adding at the 

end thereof a new paragraph to read .as follows: 

"Any association may, upon the deposit with it of public 

money of a State or any political subdivision thereof, give 

security for the safe-keeping and prompt payment of the money 

so deposited, of the same kind as is authorized by the law of 

the State in which such association is located in the case of 

other hanking institutions in the State." 
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X-6648 

STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve Notes, Series 1928. 

June 2 %o 5, 1930. 

$5 $10 $20 
Total 
Sheets Amount 

Boston - 8,000 - 8,000 $ 716.00 

New York 39,000 - 52,000 91,000 8,144.50 

Cleveland - - 30,000 30,000 2,685.00 

Chicago 270,000 6,000 68,000 344,000 30,788.00 

Dallas - 9,000 - 9,000 805.50 

San Francisco • 28,000 - 28,000 2,506.00 

,309,000 51,000 150,000 510,000 $45,645.00 

510,000 sheets @ $89.50 per M, .$45,645.00. 

Credit appropriations, 1930, as follows: 
Oomp. of Emp., B.E.& P. $24,072.00 
Plate Printing, B.E.& P. 10,393.80 
Mils. & Misc. Exp., B.E.& P. 11,179.20 
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FEDERAL RESERVE BOARD 

January 3. 1930 
For immediate release St. 6440. 

STATEMENT FOR THE PRESS 

Gross earnings of the twelve Federal reserve "banks for 1929 

amounted to $70,955,000 or about $6,900,000 more than for 1928, and 

current expenses to $29,690,000 or at out $2,785,000 more than for 1923. 

After providing the necessary reserves for depreciation, losses, etc., 

the Federal reserve "banks had net earnings of $36,403,000. Of this 

amount $9,584,000 was paid as dividends to member "banks, $4,283,230.9$ 

was paid to the United States Treasury as a franchise tax and the re-

maining $22,536,000 was transferred to surplus account. Seven Federal 

reserve "banks - Richmond, Atlanta, Chicago, St. Louis, Minneapolis 

Kansas City, and Dallas - paid a franchise tax to the United States 

Treasury. All net earnings of.the five other reserve "banks remaining 

after the payment of dividends were transferred to their surplus ac-

counts as required "by law, the surplus accounts of none of these "banks 

at the end of the year being in excess of subscribed capital. The total 

subscribed capital of the twelve Federal reserve banks on January 1, 

1930, amounted to $341,951»000, and total surplus to $276,934,000. 

Full details as to the disposition of the gross earnings of 

each Federal reserve bank will appear in the forthcoming annual re-

port of the Federal Reserve Board. 
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FEDERAL RESERVE. BOARD 

W A S H I N G T O N 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o £ 
t h e f e d e r a l r e s e r v e b o a r d j a h u a r y d , 

St. 644i 

SUBJECT: Functional Expense Reports. 

Dear Sir: 

In response to the Board's letter of Feb-

ruary 5, I929, St. 6082, certain questions in con-

nection with functional expense reports have been 

submitted by the banks and others have been brought 

to the Board's attention by its examining force which 

has rbtiently been devoting some time to functional 

expense matters, ihese (Questions ate listed ih the 

attached statement and it will be appreciated if you 

will kindly give the Board your views with regard to 

each of them. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

to governor of each federal reserve bah* 
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INQUIRIES RECEIVED BY BOAEJ) DUHING- SIX MONTHS ENDED 6 
DECEMBER 31, 1929, REGARDING PREPiiUTION OF FUNCTIONAL SXEENSE REPORTS 

CHECK COLLECTION FUNCTION 

1. What expense unit should "be charged with the time spent "by transit 
employees in enclosing cash letters in envelopes and in sealing 
and mailing them? 

2. Are the receiving of counter deposits of checks and the gathering 
of deposits of checks from local city banks "mail" operations 
chargeable to the Mail unit, or are they "receiving" operations 
which, under the Manual of Instructions are chargeable to the several 
units of the Check Collection function? 

3. Incoming cash letters 3re delivered to the Check department in one 
of the following ways: (1) Unopened, (2) Opened but not removed 
from envelopes, (3) Opened and removed from envelopes, and (4) 
Opened, removed from envelopes, and sorted in several principal 
divisions as, for example, City, Country, Letters from member banks 
in own district, and Letters from other Federal reserve banks and 
branches. 

What part of the cost of these operations should be charged 
to the Mail unit? 

4. When member banks, which have been given direct sending privileges, 
deposit their direct senaings with the reserve bank for mailing and 
the reserve bank performs certain proving and balancing operations, 
in what unit should the expense of this work and the number of cash 
letters so handled be reported? 

5. Since some of the Federal reserve banks are not subject to clearing-
house dues and fines while others are and since such expenses are 
largely outside the control of the Federal reserve banks, would it 
not be preferable to eliminate them in calculating the cost per 
unit shown in form E and the Board's exhibit? 

6. Should the number of return items reported on page 17 of form E 
include only those for which debit tickets are prepared, or should 
it include missents, items returned to the reserve bank for missing 
endorsements which the reserve bank can supply, and items returned 
for other reasons which the reserve bank can remedy without 
returning them to prior endorsers? 

7. Should the item "Checks on this bank" shown on page 17 of form E 
include certain advice types of remittances, as for example, 
authority to charge reserve account, as well as ordinary drafts on 
reserve account? 

8. Should items drawn on non-par banks which are handled by the Country 
Checks unit, until they are delivered to the Return Items unit, be 
included in the volume figures of both the Country Checks and the 
Return Items unit? 

St. 644la 
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9. Manual of Instructions, page D-U, states that "where items are re-

ceived in "bundles and totals of "bundles only are listed, the 
bundle should be counted as one item under the respective units." 
It has "been estimated that it takes from five to ten times as long 
to handle a "bundle as it does an individual item. Should the 
manual "be changed to give adequate credit for the handling of 
"bundles and, if so, how? 

10. Eow should the time of a so-called "control clerk," who arrives 
at control figures for the several units of the Check Collection 
department, "be- charged? 

11. When the check department arrives at certain totals for the vari-
ous ledger sections of the accounting department or sorts incoming 
cash letters to ledger sections, where is the time so spent 
charged? 

12. Manual of Instructions, page D-5, states that where "checks on 
this bank" are received in a unit of the Check Collection function, 
they should "be included in the volume figures for that unit and 
the volume figures reported against the item "checks on this "bank" 
correspondingly reduced. Are "checks on this "bank" received in 
your Government Checks unit and, if so, how are they reported? 

13. Should the Manual of Instructions "be revised to require checks 
drawn on "banks outside the Federal reserve "bank or "branch city, 
but which are collected through suburban clearing arrangements, 
to be included in the City Checks-Clearings unit, and checks col-

1 lected "by messengers in the City Checks-Other than Clearings 
unit? 

CURRENCY M P COIN FUNCTION 

14. Manual of Instructions, page D~3i states that money received from 
"branches or head office should not be included in the item count 
of the number of pieces of currency received and counted. Is fit 
money received from "branches and agencies given an actual "bill 
count, and if so, should the instructions bo changed so that credit 
will "be given for this work? 

15. Manual of Instructions, page B-30, indicates that custody of cur-
rency is one of the operations chargeable to the "All Other" unit 
of the Currency and Coin function. Do you interpret the word 
custody as here used to include the custody of currency while it 
is "on the floor," for example, in the hands of currency tellers 
who pass out and receive currency to and from the currency assorters, 
or only the custody of currency in the vault? 

16. Should all weldfasting and tieing operations of money, after it has 
been received from the assorters but before it has been placed in 
the vault for permanent storage, be charged to the Receiving ana 
Sorting unit or to the All Other unit? 

St.644lb 
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17. Where the vol rune of minor eoin received is such as to make it 

impracticable to count it because the expense of counting would 
"be greater than charges for any differences which might arise, 
and such coin is paid out without "being counted, should the 
number of such coins be included in the number of items handled 
as reported on page 17 of form 3D? 

13. Would it "be desirable to change the caption of the Currency-All 
Other unit to read "Paying and Redemption" and to obtain volume 
figures showing the number of bills forwarded for redemption and 
number of bills paid out? 

GENERAL 

19. What expense unit is charged with the cost of preparing form 95* 
# 

20. Do your member banks, in sending non-cash items direct to Federal 
reserve banks in other districts for collection and credit at 
your bank, advise you of such sen-dings? Do you include the number 
of direct sent non-cash items or the'payments therefor in your 
volume of work figures? If so, state where they are included and 
in what expense unit the work is handled. 

21. Manual of Instructions, page 33-4-1, indicates that "work in con-
nection with the handling of all collections with negotiable se-
curities attached" should be included in the Ceupon Collections 
(except Government) unit. Should not drafts with securities 
attached drawn on offices located in the reserve bank city be in-
cluded in the Non-cash City Collections unit? 

22. Where are foreign loans on gold and investments through foreign 
banks handled and to what expense unit is the cost charged? 

23. Notarial work at some of the reserve banks is handled by outside 
notaries vrhile at other banks it is handled by notaries who are 
also employees of the bank. If notaries handling the notarial 
work of your bank are also employees of the bank, where is the 
time devoted to notarial work charged in functional expense reports? 

24. General Instructions, page 2, state that "if any printed form or 
other supplies being carried in Stock of Supplies account becomes 
obsolete, any balance remaining on hand not previously charged to 
the expense unit for which the supply was originally ordered should 
then be.charged to such expense unit either at its cost price or 
at the difference between its cost price and its scrap value, if 
any." 

Where should forms or other supplies not purchased for any 
particular- unit be charged when such forms or other supplies become 
obsolete while being carried in Stock of Supplies? 

St. 644lc 
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25. Should tho 'Janual of Instructions ho revised to provides that ell 
oxponscs connoctod with tho training of employees in tho henks' 
training classes ho charged to tho unit for ?hich employees arc 
"being trained instead of to tho Educational and Training unit of 
tho Provision of Personnel function? 

26. Whoro the cost of a given operation in your hank is allocated to 
an expense unit other than that in which the work is handled, how 
do you determine the cost to ho allocated? If "by periodical time 
studies, how frequently arc such studies made? 

2f. Should the Manual of Instructions he revised to require the cost 
of actual hank examinations or credit investigations to he shown 
separately from the cost of other work now charged to the Examina-
tion function? If so, please indicate the changes in the 
Manual you would suggest to triag this ahout. 

29. Is it desirable that the Manual of Instructions he revised to pro-
vide that Salaries of department heads should he allocated entirely 
to expense units other than Administration? 

29. Where should the cost of cash-letter forms furnished direct-sending 
ha.nl:s he charged? 

St. 644id 
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W A S H I N G T O N 7 
January 7, 1930. 

ADDRESS OFFICIAL CORRESPONDENCE TO S T . 6 4 4 2 . 
THE FEDERAL RESERVE BOARD 

Bear Sir; 

There is enclosed, herewith a list of member and nonmember banks 
reported to the Board as having suspended operations during the month of 
December and of hanks previously suspended which resumed business during 
the same month. The statement also includes any corrections made in the 
lists previously sent to you. It will "be appreciated if you will kindly 
check the data pertaining to your district against your records and ad-
vise the Board as soon as practicable whether or not any corrections or 
additions are necessary therein. 

According to our records, the number of bank suspensions and 
the number of suspended banks reopened during the year 1929, in each 
state in your district, was as follows: 

Banks Suspended 
Banks 

State national State Mem. ITonmember Private Total Reopened 

It will be appreciated if you will kindly have the above fig-
ures checked against your records and advise us whether or not they are 
in agreement therewith. In notifying us of differences, kindly give 
the names and locations, etc. , of the banks which should be added or . 
eliminated. The names of the banks included in the above statement may 
be ascertained by referring to the lists of bank suspensions furnished 
to you for checking purposes each month, as the above figures are based 
on the monthly statements after taking into consideration the corrections 
therein which are regularly shown on the last page of the statements. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

LETTER TO ALL INDERAL RESERVE AGENTS* Digitized for FRASER 
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FEDERAL RESERVE BOARD 

W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January 10, 193° 
St. 6452 

SUBJECT: Excess Reserves and "Free Gold." 

Dear Sir: 

For some time past the Board's Division of Bank Operations 
has been compiling figures of excess reserves and of ''free gold" 
for each Federal reserve "bank and for the System as a whole. Excess 
reserves, as you know, are determined "by deducting from total cash 
reserves the 35 Per cent reserve required against deposits plug the 
40 per cent reserve required against Federal reserve gotes in circu-
lation, "Free gold/' as distinguished from ex&ees reserves, is 
obtained by deducting from excess reserves the amount (if any) by 
which gold required as collateral against outstanding notes and for 
the gold redemption fund exceeds the required 40 per cent note 
reserve. 

Inasmuch as practically all of the Federal reserve banks 
now find it necessary to deposit more gold as collateral against Fed-
eral reserve notes issued to them than is required as reserve against 
notes in circulation, it is apparent that any change in the amount 
of Federal reserve notes which the banks carry in their cash will 
ordinarily result in a similar change in the amount of gold collateral 
required and will affect the free gold figure correspondingly. As an 
example of such changes, on October 30 the Federal reserve banks and 
branches held $449,000,000 of Federal reserve notes, whereas on 
December 18 they held $575*000,000, an increase for the period of 
$126,000,000 which resulted in a corresponding reduction in the 
amount of free gold. The fluctuation in the amount of Federal re-
serve notes held by the Federal reserve banks is at times quite 
material even from week to week, the amount held on December 24 
being $58,000,000 less ttian the week before. 

For statistical purposes, therefore, the Board would like 
to have you estimate the average minimum amount of Federal reserve 
notes which would nave to be carried in the cash holdings of your 
head office and eaph branch to ii$sur6 the efficient operation of 
the cash department. In furnishing such figures please state 
separately: (1) |ke amount of notes needed to meet currency ship-
ments and over the counter payments, and (2) the average amount of 
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St. '6452 

notes you are compelled to carry temporarily while they are 
being counted and sorted. Do not include in these estimates 
either unfit notes in transit to the Treasury from your "bank or 
notes of your "oank in transit from other Federal reserve banks 
to the Treasury or to your bank. 

In furnishing the Board with the above figures, will you 
also be good enough to state whether in your opinion it would 
be practicable, if for any reason the System's gold holdings 
should decline materially, for the Federal reserve banks and 

# branches to operate without carrying any Federal reserve notes 
in their own cash, apart from notes being sorted or in transit. 
This would mean, of course, that a Federal reserve bank would 
have to obtain currency from the agont whenever it made payments 
of Federal roservo notes. This would be a radical departure 
from present practice, but the Board is interested in knowing 
whether such a plan would seriously interfere with the smooth 
operation of the cash department. 

Very truly yours, 

Roy A. Young, 
Governor. 

TO GOVERNOR OF EACH FEDERAL RESERVE BA1JK* 
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FEDERAL RESERVE BOARD 

W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January l4, 1930. 
St. 6454. 

SUBJECT: Corrections in Weekly Statements. 

Dear Sir: 

For your information, and. in order that correct compara-
tive figures may be published, in the consolidated, weekly condi-
tion statement of the Federal reserve banks for 1930, if issued 
at your bank, there are shown below all corrections made in the 
weekly Federal reserve bank press statements issued during I929, 
which were received too late to be shown in the comparative 
column of the following week's statement: 

CHANGED 

January 30 - All other resources 
Total resources 
All other liabilities 
Total liabilities 

July 17 - Gold and gold certificates 
held by banks 
Total gold reserves 
Reserves other than gold 

August 7 - Bonds 
Treasury notes 

December 18- Bonds 
Treasury notes 

From To 

(In thousands of dollars) 
8,811 8,611 

5,093,730 5,093,530 
16,696 16,496 

5,093,730 5,093,530 

744,773 745.073 
2,929,576. 2,929,876 
168,100 167,800 
41,886 42,659 
94,955 94,182 
68,818 68,664 
198,794 198,948 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

TO AIL FEDERAL RESERVE AGENTS* 

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



FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January 15, 1930. 
St. 6457. 

SUBJECT: Revision of Form 44a. 

x ^ Dear Sir: 

Enclosed, herewith is a stock of revised 

Form 44a, classification of money held "by the 

Federal reserve tank and of gold held by the 

Federal reserve agent on the last day of the month. 

It will be noted that the only changes 

in the form are in the gold holdings of the 

Federal reserve agent, the item "Gold Redemption • 

Fund - U. S. Treasurer" having been omitted and 

the item "Foreign Gold Bars" added. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

to all governors* 

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



FEDERAL RESERVE BOARD 
WASHINGTON " 

ADDRESS OFFICIAL, CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD SUBJECT: Debits to Individual Accounts. 

Dear Sir: 

In compiling monthly figures of debits to individual accounts 
from weekly reports received in 1930, the figures for each city for 
those weeks which do not fall entirely within a given month will, as 
in the past; "be prorated on the basis of actual "business d#ys. By 
reference to data available at the Board's offices we find that the 
report weeks in 1930 which "begin in one month and end in another, i.e., 
the report weeks for which the figures must "be prorated "between two 
months, contain the following days observed as holidays in the states 
specified: 

JANUARY 1,1930 - All states and the District of Columbia 
MARCH 3 - Texas; MARCH 4 - Alabama, Florida, and Louisiana 
(counties of Orleans, St. Bernard, Jefferdon* St. Charles and 
St. John the Baptist) 1 

MAY 30 - District of Columbia and all states except Alabama, 
Arkansas, Georgia, Louisiana, Mississippi, North Carolina, 
South Carolina 

JUNE 3 - Alabama, Florida, Georgia, Louisiana, Mississippi < 
South Carolina, Tennessee, Texas, Virginia. 

AUGUST 1 u Colorado; AUGUST 5 * Missouri, Oklahoma, West Virginia 
SEPTEMBER 1 - All states and the District of Columbia; SEPTEMBER 
2 - Nevada, Wisconsin. 

OCTOBER 31 - Nevada 
NOVEMBER 1 - Louisiana; NOVEMBER 4 - Arizona, California, Colorado, 
Delaware, Florida, Idaho, Illinois, Indiana, Maryland, Michigan, 
Minnesota, Missouri, Nevada, New Hampshire, New Jersey, New York, 
North Carolina, North Dakota, Oklahoma, Oregon, Pennsylvania, 
Rhode Island, South Dakota, Tennessee, Texas, Virginia, Washing-
ton, West Virginia, Wisconsin, looming; NOVEMBER 27 - All states 
and the District of Columbia. 

JANUARY 1, 1931 - All states and the District of Columbia 

In casp the above list is not correct for any of the states in 
your district or there are any additional holidays observed locally 
by cities for which debits figures are published by the Board, it will 
be appreciated if you will furnish the Board with a corrected list at 
your early convenience. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

LETTER TO ALL FEDERAL RESERV3 AGENTS* Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD 699 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January.24, 1930 
St* 6470 

SUBJECT: Paper Eligible for Rediscount 
with Federal Reserve Banks 

Dear Sir: 

Since October 3, 1928, all member banks have been required to 
report the amount of loans eligible for rediscount with Federal re-
serve banks against item 9 in schedule E of the quarterly call report. 
These*figures have been abstracted by the Board and by the Comptroller 
of the Currency and are now published regularly in the consolidated 
MemTper Bank Call Report. 

While the published figures show that there is about $4,600,000,000 
of eligible paper held by all member banks, no adequate data are avail-
able to show the distribution of eligible paper among individual banks 
or groups of banks in the various sections of the country# The Board 
believes it desirable to compile such information, also similar informa-
tion regarding U. S* Government securities which can be used as collat-
eral to member banksf promissory notes. It will therefore be appre-
ciated if you will have compiled and transmitted to the Board the data 
called for by the accompanying sample form, for each member bank in 
your district, from the December 31, 1929 call reports. 

In order that the information may be tabulated conveniently by 
states in accordance with certain percentage groupings, it is requested 
that the figures for each bank be submitted on a separate card, prefer-
ably of a size about 4"x 6". In compiling these data it is suggested 
that, if the amount of eligible paper as reported against item 9 in 
schedule E is apparently incorrect, the member bank be asked to correct 
or confirm the figures. 

Ycty truly yours 

Roy A. Young 
Governor 

Enclosure 

TO ELL F. R. AGENTS* Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



700 

(Sample form) 

F.R.DISTRICT STATE 

CITY BANK 
(Mounts m thousands of dollars) 

A. Loans, including overdrafts (call report 
items 1-2) ^496 

B. Loans and investments (call report 
items 1-4) 10,053 

C. Government securities less National bank 
notes outstanding (call report item 3, 
less item 20 for National banks) 750 

D. Eligible paper (call report item 9 of 
schedule B) J. ,236 

E. Eligible paper plus Government secur-
ities - net (D + C) 1,986 

F. Ratio of eligible pop or to total loans 16*5^ 
G. Ratio of eligible paper, plus Government 

securities - not, to loans and in-
vestments 19.8% 

St. 6470 

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



FEDERAL RESERVE BOARD 701 

W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

March 13, I930 
st. 6520 

SUBJECT: Condition Reports of State 
Bank Members, Form 105. 

Dear Sir: 

There are "being forwarded to you today under separate cover 
copies of form IO5. Kindly hold the "blank forms at your "bank until receipt 
of telegraphic notice from the Board, whereupon three copies should "be 
mailed to each state "bank and trust company member with the request that 
the forms be held pending receipt of a call for condition reports. Upon 
receipt of notice from the Board of the call for condition reports, kindly 
notify the "banks thereof "by mail and request them to fi}l out the reports 
and mail them to you promptly - in no case later than 10 days after receipt 
of the call. 

On examining the form you will note the following changes: Item 4, 
"Loans to "banks and trust companies," of Schedule B has "been divided so as 
to show separately (a) loans on securities, and (b) All other loans. Item 
5 of Schedule E has "been changed to read "Loans on securities (i.e., loans 
secured by U. S. Government securities and securities of the kinds listed 
in Schedule G) - EXCLUSIVE of such loans to banks (item 4a above)," In 
memorandum item 9 "below Schedule E the words "including paper now under re-
discount, if any" have been inserted following the word "Bank." In Schedule 
P Item 4, "All other," has been changed to "Treasury "bills." The memorandum 
item following Schedule L, "Amount of demand and time deposits included in 
Schedules K and L due to depositors (other than banks) domiciled in foreign 
countries," has been eliminated. 

The reports should as usual be examined and checked before being 
forwarded to the Board, in accordance with the procedure previously 
eutlined. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

TO ALL FEDERAL RESERVE AGENTS* 

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



FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

SUBJECT: Functional Expense Reports. 

Dear Sir* 

Replies to our letter St. 644l ef January 6, sub-
mitting certain questions in connection with functional 
expense reports, have been tabulated and we are enclosing 
herewith a mimeographed report, St. 6507, giving the con-
sensus of opinion of the Federal reserve banks on each of 
the 29 questions. 

As a result of the changes which have, been made 
from time to time during the past few years in the Manual 
of Instructions governing the preparation of reports on 
Fora E it seemed desirable to have the whole Manual re-
viewed at this time. Accordingly we shall appreciate 
advice as to how many copies your bank will need of the 
revised Manual, which is now being mimeographed. 

The functional expense report, fora E, is in the 
hands of the printer and a supply of the forms will be 
furnished your bank at an early date. 

Very truly yours, 

April 7, 193O 
st. 6550 

E. L. Smead, Chief, 
Division of Bank Operations. 

Enclosures 

TO GOVERNORS - OF ALL F. R. BANKS 

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



FEDERAL RESERVE BOARD 
W A S H I N G T O N 

• ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

April 9, 1930 
st. 0552-a 

SUBJECT: Monthly report of charges 
to Profit and Loss Account. 

Dear Sir: 

It Will be appreciated if, beginning with the 
month of April, you will f'urnish the Board as of the last 
day of each month, except December< with a condensed state-
ment on Form 6552 (a copy of which is enclosed herewith) 
covering debits and credits to profit and loss account. In 
view of the fact that'these monthly reports will furnish 
such information as is needed by the Board in regard to in-
come and expenses, connected with "other real estate,11 re-
ports now being furnished on form 97 may be discontinued. 

A supply of Form 6552 is being forwarded under sepa-
rate cover. 

Very truly youfe, 

E. L. Smead, Chief, 
Division of Bank Operations. 

TO ALL GOVERNORS* 

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



FEDERAL RESERVE BOARD 
FORM St. 6552 
(Apr, 1930) 704 

DEBITS AND CREDITS TO PROFIT AND LOSS ACCOUNT 
INCLUDING INCOME AID EJPETSE, "OTHER REAL ESTATE" 

Federal Reserve Bank of 

For the Month of 193_ 

Total for 
month 

Total since 
January 1 

Credits to Profit and Loss 

Debits to Profit and Loss 

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



FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD April 23, 1930. 

st. 6569. 

SUBJECT: Federal Reserve Bank 
and "branch territory. 

Dear Sir: 

As stated in our letter of February 25, 

1930, we have compiled statements showing the 

original territory included in each Federal re-

serve district and in each Federal reserve branch 

zone, subsequent changes in such territory, and 

the territory in each district and branch zone on 

December 31, 1929* 

A copy of each of these statements, 

St. 6489 and St. 64S9a, revised in accordance 

with advices received from the Federal reserve 

agents, is enclosed herewith for your informa-

tion. 

Very truly yours, 

J. C. Hoell, 
Assistant Secretary. 

Enclosures. 

705 

TO AIL r. B. ABBITS* Digitized for FRASER 
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FEDERAL RESERVE BOARD 
706 

W A S H I N G T O N 

May 2, 1930 
ADDRESS OFFICIAL CORRESPONDENCE TO £ > £ > 7 7 

THE FEDERAL RESERVE BOARD * J I I • 

SUBJECT: Form 105, Condition Report 
of State Bank Members 

Dear Sir: 

Instructions issued in August 1928 (form 105-a) covering the pre-
paration of condition reports on form 105 by state bank and trust com-
pany members of the Federal Reserve System provide that real estate 
mortgage bonds and participation certificates should be reported against 
item U, "Other bonds, stocks, and securities owned (Schedule G ) I n 
reviewing this question further, it would seem that as real estate mort-
gages are required to be reported as loans in item 1 of the condition re-
port, a participation in a mortgage should likewise be reported among 
loans. 

At the time of printing the condition report forms for the use of 
member banks in submitting their spring call reports, we contemplated 
revising item 6 of Schedule 3 to read "Real estate loans, mortgages, 
deeds of trust, and other liens on real estate, except coupon and re-
gistered bondsThis change would require member banks to report all 
loans and other liens on real estate among loans, except real estate 
coupon and registered bonds which would be reported against item Id of 
Schedule G. The change was deferred, however, until we could determine 
approximately to what extent it would affect the comparability of loan 
and investment figures heretofore reported. 

It will be appreciated, therefore, if you will advise us of the 
various types of real estate financing followed in your district and 
give us a general idea, based on information shown in the examination 
reports or obtainable elsewhere, of the approximate amount of real es-
tate liens which have been included in investments, subdividing the 
figures if practicable into participation certificates, coupon and re-
gistered bonds and other liens (to be specified and defined if necessary). 
If practicable we should like to have you indicate with respect to each 
such item whether it is classified or considered as a loan or as an in-
vestment by the state banking department. We shall also appreciate any 
comments that you may desire to make with regard to the proposed change. 

Very truly yours, 

31. L. Smead, Chief, 
Division of Bank Operations. 

TO ALL FEDERAL H3SURVE AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

May 10, 1930. 
St. 6526. 

SUBJECT: Manual of instructions governing 
preparation of reports on form B. 

Dear Sir: 

Referring to our letter St. 6550 of April 7. 

we are forwarding under separate cover 

copies of the revised manual of instructions 

governing the preparation of reports on Form $. 

It is expected that Form E will be received 

from the printer about the middle of this month, 

at which time a supply will be furnished your 

bank. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

TO GOVERNORS OF ALL F. R. BABES* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



, 708 
FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

SUBJECT: Special Daily Report for June 1930 
Member Bank Vault Cash and. Currency 
in Transit. 

Dear Sir; 

The Commit tee* on Bank Reserves of the Federal Reserve System, in studying 
the cash holdings of njember "banks and their relation to the reserve problem as 
a whole, finds that available data are not sufficient to enable the Committee 
to obtain a comprehensive understanding of fluctuations in these holdings, 
especially those which occur from day to day during the week. The Committee, 
therefore, feels that it is highly essential that additional information be 
compiled along this line and requests that you have each member bank in your 
district report its cash holdings on each day of the month of June, 1930. It 
ia suggested that the information be collected on blanks similar to form 
St. 6601, attached to this letter. 

As it is our policy at the present timo to avoid publicity in connection 
with the work of the Committee on Bank Reserves, there is only a general 
indication on the form of $he purpose of collecting this information. It is 
felt that thsse figures wil-1 prove useful both to the Federal reserve banks 
and to the Federal Reserve Board in connection with current studies of recent 
changes in the public demand for currcncy, as well as to the Committee on 
Bank Reserves. 

In order that our information on this subject may be a6 complete as 
practicable, it is also requested that you arrange to have the cash department 
of your bank and of each of your branches report its daily currency shipments 
and receipts for the period June 1 to July 2, as called for in the attached 
form St. 6602, a supply of which is bein& sent you under separate cover. 

We shall appreciate very much your cooperation in placing form St. 6601 
ia the hands of member banks as promptly as possible, and it will also be 
appreciated if you will see that the memorandum at the bottom of the form is 
properly filled out at your bank (or branch) beforfe the reports are sent to 
the Committee. 

Very truly yours, 

E. L. Smead, 
Chairman, Committee on Bank Reserves. 

WASHINGTON 
May 26, 1930 
St. 6603 

Enclosures 

TO ALL FEDERAL RESERVE AGEUTS* Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Hacie of member "bank 

Gentlemen: 

_City State F. B. District Ho. St. 6601 

Will you kindly fill out on the following "blank the amount of cash held "by your "bank on each day during June 
1930 and forward the completed report to this hank as soon after the end of the month as practicable. This re-
quest, which is being sent to all member "banks in order to ascertain what changes take place from day to day 
during the week in vault cash requirements of member "banks in different geographical regions, will aid the Federal 
Reserve Board materially in its current investigation into the changing demand of the public for currency. 

CASH IN VAULT (in dollars - omit cents) 

June 1930 Monday Tuesday Wednesday Thursday Friday Saturday 

Please enter the 

actual amount of 

cash held by your 

bank each day 

during June 1930 

On date line in-

dicated. 

2 3 4 5 6 7 Please enter the 

actual amount of 

cash held by your 

bank each day 

during June 1930 

On date line in-

dicated. 

9 10 11 12 13 l4 

Please enter the 

actual amount of 

cash held by your 

bank each day 

during June 1930 

On date line in-

dicated. 

16 17 13 19 l20 21 

Please enter the 

actual amount of 

cash held by your 

bank each day 

during June 1930 

On date line in-

dicated. 

23 24 25 ' 126 27 28 

Please enter the 

actual amount of 

cash held by your 

bank each day 

during June 1930 

On date line in-

dicated. 

30 
1 

1 
i 

Vault cash includes all gold, silver, and subsidiary coin, all paper currency held "by your "bank, "both at 
head office and "branches, and cash in transit "between head office and "branches at close of "business each day. 
Vault cash reported should not include cash items or currency in transit from or to Federal reserve "banks or 
"branches. 

MOTE; Federal Reserve Bank will please indicate whether currency is received "by member bank on day of shipment 
or on subsequent days as follows: 

i j Current day, including over the counter points 

Signed 
Cashier or Treasurer 

| One day point 

Two day point 

I ; Three day point 

<E 
© 
CO 

Digitized for FRASER 
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Federal Reserve Bank of St. Louis



CURRENCY SHIPMENTS BETWEEN FEDERAL RESERVE BANK (OR BRANCH) OF 
AND MEMBER AND NONMEiiBER BANKS 

St. 6602 

se en*er ^e^ow *n appropriate table the amount of currency, including coin and notes, shipped or received 
y the Federal Reserve Bank (or Branch) to or from member and nonmember banks on each day from Jpe V to July 2, 
Separate tables are provided for receipts and for shipments, and for one day and two day points * respectively. As the 
purpose of this request is to supply information on the amount of currency in transit between member and nonmember 
banks and the reserve banks, counter payments and receipts and shipments reaching member banks or the Federal reserve 
bancs during banking hours on th* day of shipment, as well as receipts from and shipments to the Treasury, should not 
be included in these figures. 

June 1930 Monday Tuesday Wednesday Thursday Friday Saturday 

Enter for *>ach 
day total ship-
ments of currency 
to member and 
nonmember banks 
so situated that 
currency will be 
received the fol-
lowing day I 

, i 

2 3 4 5 6 7 Enter for *>ach 
day total ship-
ments of currency 
to member and 
nonmember banks 
so situated that 
currency will be 
received the fol-
lowing day I 

, i 

9 10 11 12 13 14 

Enter for *>ach 
day total ship-
ments of currency 
to member and 
nonmember banks 
so situated that 
currency will be 
received the fol-
lowing day I 

, i 

lb 17 18 19 20 21 

Enter for *>ach 
day total ship-
ments of currency 
to member and 
nonmember banks 
so situated that 
currency will be 
received the fol-
lowing day I 

, i 

23 24 25 26 27 28 

Enter for *>ach 
day total ship-
ments of currency 
to member and 
nonmember banks 
so situated that 
currency will be 
received the fol-
lowing day I 

, i 
130 i 
1 | 1 • 1 

1 
! 

i ! 

CHRHfUFCY SHIPMENTS—Two day points 

June 1930 Monday Tuesday Wednesday j Thursday Friday Saturday 

Enter for each j 2 3 ! 4 5 6 1 7 
day total ship-
ments of currency 
to member and 
nonnjember banks 
so situated that 
currency will be 
received on the 
second day fol-
lowing shipment 

- - i 

i 
9 

i 
10 11 12 13 l4 

day total ship-
ments of currency 
to member and 
nonnjember banks 
so situated that 
currency will be 
received on the 
second day fol-
lowing shipment 

- - i 

16 17 16 19 20 21 

day total ship-
ments of currency 
to member and 
nonnjember banks 
so situated that 
currency will be 
received on the 
second day fol-
lowing shipment 

- - i 

23 , 24 25 2b 27 28 

day total ship-
ments of currency 
to member and 
nonnjember banks 
so situated that 
currency will be 
received on the 
second day fol-
lowing shipment 

- - i 

30 

. - — L i i ' 1 1 
H-
<3 

Digitized for FRASER 
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CURRENCY RECEIPTS—One day points St. 6602a 

June 19JO Monday Tuesday Wednesday Thursday Friday Saturday 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped the preceding 
day 

2 3 4 5 6 7 Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped the preceding 
day 

9 10 11 12 13* l4 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped the preceding 
day 

16 17 18 19 20 21 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped the preceding 
day 

23 24 25 26 27 28 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped the preceding 
day 

30 July 1 . 

CURRENCY RECEIPTS--Two daj r points 

June 1930 Monday Tuesday Wednesday Thursday Friday Saturday 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped two days be-
fore receipt 

2 3 4 5 6 7 Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped two days be-
fore receipt 

9 10 11 12 13 l4 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped two days be-
fore receipt 

16 17 IS 19 20 21 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped two days be-
fore receipt 

23 24 25 26 27 28 

Enter for each 
day total curren-
cy receipts from 
member and non-
member banks 
which were ship-
ped two days be-
fore receipt 

30 July 1 July 2 

3 day points: If you have any 3 day currency points, please fill out a similar statement for shipments to and 
receipts from banks at such points. 

tt 

Digitized for FRASER 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

« 0 6 1 9 3 0 

SUBJECT: Form E - Functional Expense Report 

Dear Sir: 

There are being forwarded to you today under 

separate cover copies of revised Form E, in 

accordance with the reply received to our letter, 

St. 6344, of October 8, 1929. It will be appreciated 

if you will follow the revised Manual of Instructions 

sent you under date of May 10 in the preparation of 

repbfrts on Form E for the first six month# of 1930. 

Very truly yours; 

E. L. Smead, Chief, 
Division of Bank Operations. 

TO ALL GOVERNORS* 

Digitized for FRASER 
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FEDERAL RESERVE BOARD 
7 1 3 

W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

May 28, I93O 
s t . 6609 

SUBJECT: F. B. notes of other "banks held 
by I\R. bank# on weekly statement 
dates. 

Dear Sir; 

As you were advised in our today's telegram, the Board*s 

weekly statement of condition of the Federal reserve "banks will, 

"beginning with this week, show Federal reserve notes of other 

banks separately from uncollected items. We are, therefore, en-

closing herewith a statement showing the amount of Federal 

reserve notes of other banks held by the twelve Federal reserve 

banks combined on each weekly statement date from May 29, 1929 

to May 21, 1930, inclusive, also the amouit of uncollected items 

exclusive of Federal reserve notes, of other banks. 

Very truly yours, 

E» L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

TO ALL FEDERAL RESERVE AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



714 

FEDERAL RESERVE NOTES OP OTHER BASKS AND UNCOLLECTED ITEMS REVISED* 
MAY 29, 1929, TO WLY 21, 1930. 
(in thousands of dollars) 

St. 6609a 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

1929 

29 
5 
12 

g 

3 
10 

£ 
31 

14 
a 
28 

4 
11 
18 
25 

2 

1! 
23 
30 

6 
13 
20 
27 

4 
11 
18 
24 
31 

F. R. notes 
of other 
banks 

16,884 
19,372 
18,264 
20,200 
20,145 

18 ,907 
22,702 
24,294 
26,564 
29,563 

30,488 
29,660 
32,318 
32,669 

36,770 
27,902 
25,o46 
26,774 

24,688 
25,243 
26,828 
29,105 
28,076 

28,587 
27,897 
32,785 
28,031 

28,268 
28,518 
30,990 
31,859 
42,148 

Uncollected] 

items 

1,044 
704,333 
728,01 
791.897 
656,457 

791,985 
693,749 
797,832 
691,616 
649,209 

634,153 
754,498 
680,191 
615,826 

680,110 
713,383 
885,916 
723,655 

791,632 
708,397 

1,022,985 
747,509 
744,879 

684,897 
910,362 
756,615 
648,888 

661,650 
654,249 
839,391 
744,687 
706,588 

F. R. notes 
1930 of other 

"banks 

Jan. 8 41,334 
15 39*626 
22 30,679 
29 29,670 

Feb. 

Mar. 

Apr. 

5 26,147 
12 23.693 
19 24,896 
26 25,868 

5 26,727 
12 21,635 
19 23,880 
26 22,283 

2 17,371 
9 16,764 
16 19,028 
23 19,506 
30 20,968 

7 20,564 
14 18.654 
21 20,958 

Uncollected 

633,601 
705,297 
629,637 
543,350 

568,331 
627,119 
627,028 
652,330 

604,960 
617,867 
682,023 
559,911 

628,023 
571,250 
717,552 
629,664 
585,651 

586,852 
705,492 
610,080 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

May 28, 1930 
St. 6610 

SUBJECT: Distribution of Eligible paper 
among Individual Member Banks 

Dear Sir; 

There is enclosed herewith for your information 

a memorandum on eligible paper which was prepared for 

the Board from the data received from the federal 

reserve banks in response to the Board's letter St. 

0470 of January 24, 1930. 

Very truly yours, 

E. M. IfcClelland, 
Assistant Secretary. 

Enclosure 

TO ALL GOVERNORS AND T. R. AGENTS* 
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FEDERAL RESERVE BOARD 
• W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

June 4 1930 
St.6618 

SUBJECT: Reports for June 1930 of Member 
Bank Vault Cash. 

Dear Sir: 

Under date of May 26 you were requested In letter St. 6603 
to have each member bank in your district report its cash holdings 
on each day bf the month of June on a "blank similar to form St. 6601 
attached to that letter. It will "be of considerable assistance to 
the Committed on Bank Reserves if you will have the data reported by 
the member banks summarized according to class of bank and according 
to the distance of the bank from its Federal reserve bank or branch, 
and submit the following summaries on the same form as that used by 
the member banks: 

* 

1. Total by classes of banks 

(a) Central reserve city banks in each central reserve 
city 

(b) Reserve city banks in each reservfe city 
(c) Country banks in each state 
(d) All member banks in district 

2. Totals according to location of member baftks 

(a) Ldcal banks, i.ej, banks which customarily obtain 
currency over counter of reserve bank or branch 

(b) Banks located in current day points, excluding 
banks to 'which payments are customarily made over 
the counter 

(c) Banks located in 1 day points 
•(d) Banks located in 2 day points 
(d) Batiks located in 3 day points 

It is requested that the number of banks embraced in each 
group be shown on the summary sheet covering that group. It is also 
requested that the reports of the individual member banks, when 
transmitted to the Committee, be arranged first according to location 
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of member "banks with respect to their Federal reserve banks and 
"branches, (i.e. local, 1, 2 and 3 day points), and second (within 
each such group) according to states and according to citios 
alphabetically. If convenient, will you also arrange to havo the 
name of the appropriate Federal reserve "branch stamped on the re-
port of each member bank that obtains its currency from a branch. 

It will be appreciated if you will kindly submit the 
desired summaries and accompanying individual reports to the Com-
mittee as early as practicable in July. If you should experience 
difficulty in obtaining the information from a few member banks, 
it is suggested that preliminary summaries exclusive of such banks, 
together with the individual reports, be forwarded promptly, to be 
followed by complete summaries later. 

Very truly yours, 

E. L. Smead, 
Chairman, Committee on Bank Reserves. 

TO ALL FEDERAL RESERVE AGENTS* 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE: to 
THE FEDERAL RESERVE BOARD 

June 5, 1930 
S t . 6619 

SUBJECT: Payment of Dividends on 
June 30, 1930 

Dear Sir: 

In submitting the usual setoi-annual reso-

lution of your 'board of directors with reference to 

the payment of the June 30 dividend, kindly furnish 

the Board with statement showing the following in-

formation as of May 31 for (1) suspended banks, and 

(2) member banks considered to be in a seriously 

overextended condition: 
Name and location of bank. 
Unpaid indebtedness to Federal reserve bank 
Probable loss to Federal reserve bank 

Very t r u l y y o u r s , 

1. M. McClelland, 
Assistant Secretary, 

LETTER TO ALL CHAIBW* 
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. FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD / 2 - ^ 

Juno 1930 
st. 6623 

SUBJECT: Operating Efficiency at the 
Federal Reserve Banks. 

Dear Sir; 

For your information there is enclosed herewith a 

copy of the Board's statement, St. 6231, sent you under-

date of June 27, 1929, to which have now "been added figures 

for the year 1929. 

This statement indicates fbr the head offices of 

the Federal reserve "banks the output per employee and per 

unit of doat in those departments for which a measured 

service is shown in the functional expense reports, form E. 

Very truly yours, 

E, M. McClelland, 
Assistant Secretary. 

Enclosure 

TO GOVERNORS AND CHAIRMEN OF 
ALL FEDERAL RESERVE BANKS* 
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FEDERAL RESERVE BOARD 7 2 0 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

June 13, 1930. 
St. 6631. 

SUBJECT: Condition Reports of State ' 
Bank Members, Form 105• 

Dear Sir: 

There are "being forwarded to you today under 
separate cover copies of form 105* Kindly hold 
the "blank forms at your bank until receipt of tele-
graphic notice from the Board, whereupon three copies 
should "be mailed to each state "bank and trust company 
member with the request that the forms "be held pending 
receipt of a call for condition reports. It is sug-
gested that in your letter transmitting the "blanks 
you call the "banks1 attention to the instructions pre-
viously furnished governing the preparation of the 
condition reports, so that if any "bank has mislaid its 
copy of the instructions another copy may "be promptly 
furnished for its use. Upon receipt of nqtice from 
the Board of the call for condition reports, kindly 
notify the "banks thereof "by mail-and request them to 
fill out the reports and mail them to you promptly 
- in no case later than 10 days after receipt of the 
call. 

The reports should as usual "be examined 
and checked "before "being forwarded to the Board, in 
accordance with the procedure previously outlined. 

Very truly yours, 

B. M. McClelland, 
Assistant Secretary. 

TO ALL F. B. AGffiTTS* 
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