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WASHINGTON 
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June 19, 1931. 

SUBJECT: A p p l i c a t i o n s of S t a t e Banks and Trus t Companies f o r 
Membership. 

Dear S i r : 

A number of a p p l i c a t i o n s f o r membership in t h e Federa l Reserve 
System, b e a r i n g the f a v o r a b l e recommendation of t h e Federa l r e s e r v e 
bank committee, have been r e c e i v e d by the Federa l Reserve Board 
r e c e n t l y , where t h e cond i t i on of the a p p l i c a n t banks was n o t , i n 
the opin ion of t h e Board, up to t h e s tandard which should be main-
t a i n e d by banks seek ing membership, t he r e p o r t s showing s u b s t a n t i a l 
d e p r e c i a t i o n in investment account , e s t a b l i s h e d l o s s e s on l o a n s , e t c 
During t h e c o n s i d e r a t i o n of these a p p l i c a t i o n s i t was sugges ted t h a t 
t h e Board adopt the p o l i c y of r e q u i r i n g t h a t a t the time of admis-
s ion of a s t a t e bank or t r u s t company to membership i n t h e Federa l 
Reserve Systom, i t s h a l l be f r e e from a l l known l o s s e s and d e p r e c i a -
t i o n , so t h a t on the da te i t s membership becomes e f f e c t i v e , i t s 
s ta tement w i l l r e f l e c t as n e a r l y as p o s s i b l e the va lue of i t s a s s e t s 

A f t e r some c o n s i d e r a t i o n of the proposed p o l i c y the Board r e f e r 
r e d the ma t t e r to t h e r ecen t Conference of Governors f o r an expres -
s ion of op in ion , and was adv i sed t h a t i t was the sense of the Confer 
once t h a t t he p o l i c y i s sound in p r i n c i p l e . 

The Board has now given f u r t h e r thought to the ma t t e r and has 
voted to adopt t h e proposed p o l i c y . You a r e , t h e r e f o r e , r e q u e s t e d 
to b r i n g t h i s a c t i o n of the Board to the a t t e n t i o n of your committee 
of d i r e c t o r s which p a s s e s on membership a p p l i c a t i o n s , in o rde r t h a t 
i t may be governed acco rd ing ly in making i t s recommendations to t h e 
Federa l Reserve Board on a p p l i c a t i o n s r e c e i v e d in the f u t u r e , 

By order of t h e Federa l Reserve Board. 

J . C. Moell , 
A s s i s t a n t S e c r e t a r y . 

TO AIL FEDERAL RESERVE AGENTS. 
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