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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
V/EEK ENDED J4NUARY 2 , 1 9 3 1 . 

CHANGES IN STAT^ BANK MEMBERSHIP: 
Dis-
t r i c t Capi ta l Date 

• Admitted, tq Membership* 

11 Dallas Bank & Trust Co., Dal las , Tex4s, #1,000,000 1 - 2-31 
11 Stanford Sta te Bank, Stamford, Texas, 50,000 12-30-30 

Merger of Sta te Members: 

4 Peoples-Pi t t sburgh Trust Co., P i t t sburgh , Pa . , member, 5,322,000 11-17-30 
Oakland Savings & Trust Co., " " " 300,000 

Consolidated under the t i t l e of the 
Peoples-Pi t t sburgh Trust Co., $ member, . . . . 5,322,000 

Closed: 

8 Cit izens Bank & Trust Co., England, Ark. , member, . . 100,000 12-30-30 
8 Bank of Marvell , Marvell, Ark. , member, 50,000 1 - 2-31 
8 Bank of Pontotoc, Pontotoc, Miss . , member, 100,000 1 - 2-31 

Change ojr T i t l e ; 

12 The Ci t izens Savings Bank, Pasadena, C a l i f . , a member, has 
changed i t s t i t l e to Ci t izens Oonmerj?ial Trust & Savings Bank. 12-30-30 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

8 Lafayet te National Bank and Trust Co., Luxemburg, Mo. 
(Pul l powers) 12-27-30 

# 
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I T 2 

X-1530 

Dis -
t r i e t 

11 

FEDEEIL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 9, 1931, 

CHANGES IN STATE BANK mtBERSHIP: 

Admitted t o Membership: 

None. 

Closed: 

Capit a l Date 

Merchants & Farmers Bank, Roanoke, Ala . , . . . . . • $ 75,000 1 - 5-31 

Mer ger of S ta te Banks % 

Susquehanna Trust Co., Will iamsport , Pa . , member,. 
merged wi th and under t i t l e of 

Lycoming Trust Co., Williamsport# Pa•> member, . . 
Brighton Bank & Trust Co., Cinc inna t i , 0 . , member, 
Pearl-Market Bank & Trust Co. ,Cinc innat i , 0 . , member 

merged wi th and under t i t l e of 
Central Trust Co., Cinc inna t i , 0 . , a member, . . . 
Oakley Bank, Cinc inna t i , 0 . , nonmember, 

merged with and under t i t l e of V 
F i f th -Th i rd Union Trust Co., Cincinnat i , 0 . , member 
Youngstown S ta t e BaJik, Youngs town, 0 . , nonmember,. 
Youngstown Savings Co.,Youngstown, 0 . , nonmember,. 

merged with and under t i t l e of 
City Trust & Savings Bank, Youngstown, 0 . , member,, 
Metropolitan Svgs. Bank & Trust Co., P i t t s b u r g , 

P a . , nonmember, . * . . . • • • • * * . 
Peoples Trust Co., P i t t sburgh , Pa . , nonmember, 
Terminal Trust Co. ,P i t t s t * i r ^ i , Pa . , nonmember, 

merged with and under t i t l e of 
Peoples-Pi t t sburgh Trust Co., a member, . . . 
F i r s t S t a t e Bank, Stamford, Texas, member, . . 

merged with and under t i t l e of 
Stamford S ta te Bank, Stamford, Texas, member,. 

500,000 12-31-30 

2,000,000 
500,000 

, 600,000 

4,000,000 
100,000 

5,000,000 
50,000 
25,000 

1,000,000 

200,000 
250,000 
125,000 

5,319,000 
100,000 

50,000 

12-22-30 
12-22-30 

12-22-30 

1 - 1-31 
1 - 1-33, 

12-31-30 
12-31-30 
12-31-30 

12-31-30 

4 

11 

11 

Absorption of National Bank: 
Napoleon S t a t e Bank, Napoleon, Ohio, member, . . . 

absorbed the F i r s t National Bank of Napoleon, . 
Dallas Bank & Trust Co., Da l l as , Texas, member,. . . 

absorbed the Dallas National Bank, . 

50,000 
50,000 

1,000,000 
500,000 

Succeeded by Nonmember: 

Continental Bank & Trust Co., Shreveport , La..member, 
succeeded by Continental Trust & Savings Bank, 
Shreveport , La . , a nonmember. 

12-15-30 

12-31-30 

300,000 12-29-30 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 16, 1931. 

CHANGES IN STATE BANK MEMBERSHIP: 
Dis-
t r i c t Cap i ta l Date 

Admitted to Membership* 

8 Chouteau Trust Co., S t . Louis, Mo. . . $200,000 1-15-31 

Voluntary Withdrawal: 

7 S t a t e Savings Bank, Missouri Valley, Iowa, . . . . . . 50,000 1-12-31 

Succeeded "by Nonmember: 

7 Kent S ta te Bank, Kentland, I nd . , member, 50,000 12-20-30 
Succeeded by The Kent S ta te Bank, nonmember. 

9 Southern Montana Bank, Ennis, Mont., member, > • • . . 25,000 1 - 3-31 
Succeeded "by Madison Valley Bank, nonmember. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

4 
7 

Union Nat ional Bank & Trust Co., Cadiz, Ohio 
Bloomlngton National Bank, Bloqmington, Ind. 

(Confirmatory) 1-12-31 
(Pul l powers) 1-14-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 23, 1931. 

CHANGES IN STATE BANK MEMBERSHIP: 

Dis-
t r i c t ~ Cap i ta l 

Admitted t o Membership: 

7 S ta te Bank of Cuba, Cuba, I l l i n o i s , . . . . . $50,000 

Closed: 

None. 

PERMISSION GRANT# TO EXERCISE TRUST POWERS: 

If- 4 

V 

Date 

1-22-31. 

None. 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED JANUARY 30, 1931. 

CHANGES IN STATE BANK MEMBERSHIP: 

Pis — 
t r i c t Capi ta l Date 

Admitted to Member3hip: 

None. 

Closedt 

2 Peoples Banking & Trust Co., E l izabe th , N. J . , . . . . $350,000 1-28-31 
6 Jackson Banking Co., Jackson, Ga., . . 50,000 1-28-31 

Absorbed "by Nonmember: 

8 Peoples Savings Bank & Trust Co., Hal l s , Tenn., . . . 25,000 1-16-31 
Absorbed by Bank of Hal l s , Hal l s , Tenn., nonmember, 70,000 

Absorption of Nonmembera t 

2 M & T Trust Co., Buf fa lo , N. Y., a member, . . . . . .6,000,000 12-30-30 
has absorbed A. Pepe & Sons, Pr iva te Bank, 100,000 

2 Marine Trust Co., Buf fa lo , N. Y., a member, . . . . 10,000,000 1-23-31 
has absorbed Commercial Trust Co., nonmember,. . . 1,250,000 

11 Central S ta te Bank, MbKinney, Tex., a member, . . . 75,000 12-13-30 
has absorbed F i r s t S t a t e Bank, Westminster, Tex., 
a nonmember, . ; . 13,000 

Absorption of National Banks: 

4 Peoples-Pi t t sburgh Trust Co., P i t t sburgh , Pa.,member, 5,319,000 1-20-31 
has absorbed F i r s t National Bank of Birmingham, 
P i t t s b u r g h , Pa. 100,000 

7 S ta t e Bank of Cuba, Cuba, 111. , a member, . . . . . 50,000 1-22-31 
has absorbed F i r s t National Bank, Cuba, 111. , . . 50,000 

PERMISSION GRANTED TO EXERCISE TRUST POWERS* 

1 Beverly Nat ional Bank, Beverly, Mass. (Supplemental) 1-28-31 
5 Cit izens National Bank, das ton ia , N. C. (Fu l l powers) 1-28-31 

12 F i r s t National Bank,in Bakers f ie Id , C a l i f . (Fu l l powers) 1-29-31 
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X-1530 

FEDERAL DESERVE BOARD ANNOUNCEJIENT 
WEEK ENDED FEBRUARY 6, 1931 

CHANGES IN STATE BANK miBERSHEP: 

Capi ta l Date 

Admitted t o Membership: 

None. 

Closed: 

Merchants S ta t e Bank, New Phi lade lphia , Ohio, • • • $150,000 1-31-31 
F i r s t Trust & Savings Bank, Hammond, Ind . , . . . . 1,000,000 2 - 2-31 
Aurora S ta t e Bank, Aurora, Or eg . , . . . . . . • • 25,000 2- 5-31 

Reopened? 

Bank of Marvell , Murvell, Ark. , . . . . . . . . . 50,000 1-31-31 

Converted to National Bank: 

Miners Trust Co., Nanticoke, P a . , member, . . . . 300,000 1-30-31 
Converted t o Itinera Nat ional Bank, . . . . . . . 300,000 

Consolidat ion of S t a t e Members: 

Ci t izens S t a t e Bonk, Tekoa, Wash., member, . . . . 25,000 1-31-31 
Tekoa S t a t e Bank, Tekoa, Wash., member, . . . . . 30,000 

Consolidated under char te r and t i t l e of . 
Tekoa S t a t e Bank, Tekoa, Wash., member, . . . 30,000 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

American National Bank, Idaho F a l l s , I da . (Ful l powers) 2 - 6-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED FEBRUARY 13, 1931 

CHANGES IN STATE BANK MEMBERSHIP: 

Dis-
t r i c t Capi ta l Date 

Admitted to Membership: 

5 The Bank of Romney, Romney, W. Va., .$100,000 2-11-31 

Change of T i t l e : 

4 Peoples Savings & Banking Co., Barberton, Ohio. 
T i t l e changed to F i r s t - C i t y Savings Bank. 

Closed: 

4 F i r s t S t a t e Bank, Newton F a l l s , Ohio, . . . . . . . 125,000 2- 9-31 

Reopened: 

8 Greenwood Bank & Trust Co., Greenwood, Miss . , . . . 200,000 2-10-31 

Voluntary Withdrawal: 

12 Bank of Oregon Ci ty , Oregon City, Oreg. 150,000 2 - 9-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

12 F i r s t National Bank, P r i c e , Utah (Limited powers) 2-13-31 
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X-1530 

11 

FEDERAL RESERVE $OARD ANNOUNCEMENT 
1B8K MEED FEBRUARY 80, 1931 

CHANGES IN STATE BANK MEMBERSHIP: 
Dis -
t r i o t Capi ta l Date 

Admitted to Membership: 

None. 

Consol idat ions: 

American Bank & Trust Co., Hazleton, P a . , member, . . $400,000 2 - 4-31 
City Bank & Trust Co., nonmeWber, ... . . . . . . . . . 125,000 

Consolidated under new cha r t e r and t i t l e of 
American Bank & Trust Co., nonmember. 

F i r s t S t a t e Bank, Hi l l s "boro, Texas, member, . . . . . 100,000 1-3^.-31 
Farmers National Bank, . . . . . . . . . . . . . . . 100,000 

Consolidated under new char tef and t i t l e of 
Central Bank & Trust Co., nonmember. 

Closed: 

Bank of Woodruff, Woodruff, S. C. , . . . . . . . . . 77,600 2-20-31 

Voluntary Withdrawal: 

Ci t izens Bank, Fes tus , Mo., . . . . 35,000 2-16-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

1 Boston-Continental National Bank, Boston, Mass. 
7 In land- I rv ing National Bank, Chicago, 111. 
7 Ci t izens National Bank, South Bend, Ind. 

(Confirmatory) 
(Confirmatory) 
(Ful l powers) 

2-17-31 
2-14-31 
2-17-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
KEEK ENDED FEBRUARY 27, 1931 

CHANGES IK STAgE BANK. MEMBERSHIP 
Dis -
t r i c t Capit a l Date 

Admit ted to Member ship: 

None. 

Absorption of National Banks: 

1 Newton Trust Co., Newton, l&ss . , member, . . . . . $1,000,000 2-16-31 
absorbed the F i r s t National Bank of Newton, . . . 100,000 

6 Peoples Batik, Ca r ro l l t on , Ga., member, . . . . . . 60,000 1-13-31 
absorbed the F i r s t National Bank of Car ro l l ton , . 100,000 

Merger of S t a t e Banks: 

4 F i r s t - C i t y Trust & Savings Bank, Akron, 0 . , member, 3,500,000 1-31-31 
Ohio S t a t e Bank & Trust Co., nonmember, . . . . . . 1,000,000 

merged under c h a r t e r and t i t l e of 
F i r s t - C i t y Trust & Savings Bazik, member, . . . 3,750,000 

7 American Trust Co., South Bend, Ind . , member, . . . 500,000 2 - 2-31 
La S a l l e S t a t e Bank, nonmember, V 50,000 

merged under c h a r t e r and t i t l e of 
American Trust Co., member, . 500,000 

7 Commercial S t a t e Savings Bank, Fenton, Mich.,member 50,000 2-16-31 
Fenton Sta te Savings Bank, member, . . . . . . . . 25,000 

consol idated under char te r of l a t t e r and t i t l e of 
S ta te Savings Bank of Fenton, member 50,000 

Voluntary Liquidat ion: 

8 Federal Bank & Trust Co., L i t t l e Rock, Ark. , . . . 200,000 1-20-31 

Closed: 

8 F i r s t S t a t e Bank, Palmyra, 111., 25,000 2-24-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

2 F i r s t Merchants Nat ional Bank & Trust Co., 
lliddletown, N. Y. (Ful l powers) 2—18—31 
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X-1530 

FEDERAL RESEfeYB BOARD ANNOUNCEMENT 
vflSBK ENDED MARCH 6* 1931 

CHANGES IN STATE BANK MEMBERSHIP: 
Dis -
t r i c t Capi ta l Date 

Admitted to Membership* 

None. 

Voluntary Withdrawal s 

6 Bank of Wadley, Wadley, Ga., $ 25,000 3 - 2-31 

Merger of Stat e Banks t 

4 Peoples-Pi t t sburgh Trust Oo.j P i t t s b u r , Pa.,metiiber, 5,456,271 3 - 4-31 
Dollar Savings & Trust Co., nonmember, . . . . . . 1,000,000 

1 merged under cha r t e r and t i t l e of 
Peoples-Pi t t sburgh Trust Co., member, . t . . . 5,456,271 

6 Marion Central Bank, Max ion, Ala . , member, i . . i 50,000 1-27-31 
Peoples Bank of Marion, nonmember, . 50,000 

merged under, char te r and t i t l e of \ 
Marion Centra l Bank, membet, . > > 50,000 

7 Formers S ta t e Bank, Bellevue, Mich., member,. . . . 25,000 2-21-31 
Bellevue S t a t e Bank# nonmember, . . . . . . . . . . 20,000 

merged under char te r and t i t l e of 
Bellevue S t a t e Bonk, nonmember. 

7 American S ta te Bank, Saginaw, Mich., member, . . . 400,000 2-21-31 
Peoples Savings Bank, nonmember, . 200,000 

merged under t he phar ter of the former and t i t l e of 
Peoples American S ta t e Bank, a member, . . . . . 400,000 

Change of Tit l e : 

12 Walker Brothers , Bankers,, Sa l t Lcke Ci ty , Utah. 3-1-31 
T i t l e changed to Walker Bank and Trust Co. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

4 F i r s t National Bank, Reynoldsvi l le , Ky. (Full powers) 
X 

3 - 4-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED KARCH 13, 1931 

CHANGES IN STATE BANK MEMBERS HIP: 

P i s - E f f e c t i v e 
t r j c t Capi ta l date 

Admitted to Membership; 

None. 

Voluntary Withdrawals: 

4 Middlef ield Banking Co., H d d l e f i e I d , 0 . , . . | 25,000 3-11-31 

7 Ulch Brothers S t a t e Bank, Solon, Iowa, . . . . 50,000 3-11-31 

PERCUSSION GRANTED TO EXERCISE TRUST POWERS: 

4 F i r s t Nat ional Bank, Brooksvi l le , Ky. (Supplemental) 3 - 9-31 

1 National Bank of Commerce, New London, Conn. (Supplemental) 3 - 9-31 
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X-1530 

FEDERAL RESERVE BOAED ANNOUIWEMENT 
WEEK ENDED MARCH 20, 1931 

CHANGES IN STATE BANK MEMBERSHIP; 

Pig** 
t r i o t Admitted to Membership r Cap i ta l Date 

2 Bank of Jamestown, Jamestown, NV Y., ". . . . . $500,000 3-20-31 

9 Farmers State Bank, FlancLreau, S. Dak., . . . . . . 50,000 3-19-31 

11 F i r s t S t a t e Bank, Robert Lee, Texas, . . . . . . . 30,000 3-17-31 

11 F i r s t S t a t e Bank & Trust Co., Snyder, Texas, . . . 50,000 3-17-31 

Voluntary Withdrawal : 

2 Orleans County Trust Co., AIM on, N. Y., 100,000 3-16-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

None. 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MARCH 27,, 1931 

CHANGES IN SffAJS BANK MEMBERSHIP: 

Dis -
t r i c t Capi ta l Pa te 

Admitted to Membership: 

3 American Bank & Trust Co., Hazleton, Pa . , . . . . $450,000 3-23-31 

Voluntary Withdrawal: 

1 Bristol-American Bank & Trust Co., B r i s t o l , Conn., 300,000 3-23-31 
7 Lake Odessa S t a t e Savings Bank, Lake Odessa, Mich. 25,000 3-23-31 

Consolidation of S t a t e Bimks? 

7 Dearborn S ta te Bank, Dearborn, MLch., member, . 300,000 2- 1*31 
Peoples S ta te Bank, Inks t e r , Mich. s nonmenber, . 50,000 

Consolidated under char ter and t i t l e of 
Dearborn S ta te Bank, member, . . 300,000 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

8 Union National Bank, S p r i n g f i e l d , Mo. (Supplemental) 3-27-31 
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X-1530 

Dis-
t r i c t 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 3, 1931 

CHANGES IN STATE BANK MEMBERSHIP: 

Admitted to Membership: 

None. 

Consolidation of S ta t e Banks: 

Depositors S ta te Bank, Chicago, 111., member, 
Southwest S t a t e Bank, Chicago, 111., nonmember,. 

Consolidated under cha r t e r and t i t l e of 
Deposi tors Sta te Bank, a member, 

Dearborn S ta te Bank, Dearborn, Mich., member,. . 
American S ta t e Bank, " " , nonmember, 

Consolidated under cl^arter and t i t l e of 
Dearborn S ta te Bank, a member, 

Closed: 

Ci t izens Bank & Trust Co., J e f f e r s o n , Ga., . 

Reopened: 

S ta te Savings Loan & Trust Co., Quincy, 111., 

Capi ta l 

1,000,000 

Date 

3-28-31 

3-16-31 

#400,000 
200,000 

400,000 

300,000 
100,000 

300,000 

96,420 3-30-31 

4 - 2-31 

Chaise of T i t l e and Location: 

Camden County Bank, Linn Creek, Mo. T i t l e and loca t ion changed 
to Camden County Bank, Camdenton, Mo. 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

National Bank of Commerce, New London, Conn. (Supplemental) 3-31-31 
Report fo r week ended March 6, 1931, should be corrected to 

read as fo l lows : 
F i r s t National Bank, Reynoldpvi l le , Pa. (Pul l powers) 3 - 4-31 
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X-1630 

FEBBRJU, BSSEBVB BOABD XMOQlEWEm afo mil 10: mi ~ 
CHANGES IN STJ3S BANK MBMBgRSHIPt 

Capital Date 
Admitted to Membership: 

2 State Trust Co., Plainfie|id, N. J . , , V" . , , , #|50,000 4 - 9-31 

2 Bank of Millbrook, Millbrook, N T., . . . . . . 100,000 4? #-31 

2 Broadway & Plaza Trust Co., New York, N. Y,,member, 
1,350,000 4- $-31 

Consolidated under ohirt^r and t i t l e of the 
Hibernia Trust Co., npppfober, . . . . . . .3,000,000 

7 St . Joseph Valley Bank, Blkhart, lad., member,. . 250,000 3-23-31 
South Side State Bank, nonmember, . • • • • , . • 25,000 

Consolidated under charter and t i t l e of 
St. Joseph Valley Bfok# member, . . . . . . , 250,000 

7 Peoples Wayne County Banjc, Detroit, Mich..member 15,000,000 3-27-31 
American State Bank, m«M»ber, . . . . . . . . . . 2,500,000 

Consolidated under etwtrter and t i t l e of tfce 
Peoples Wayne County Bunk, member, 15,000,000 

7 Highland Park # t # e Bant, Highland Park»IB.(d)., 
a mender , . . . . *,096,000 3--27-31 

American Stofce Bfmk, ^fmber, #0 ,000 
Consolidated under cfcertegr and t i t l e of th# 

Highland Park State Bank, member, . . . . . . 1,000,000 
7 Peoples Wayne County Bank, Detroit, Mich.,member 15,006),pOO 3-27-31 

Mehigan S%*te 6#nk, nonmember, , ^50,000 
Consolidated under Qbarter and t i t l e of the 

Peoples Wayne County Bank, member, . . . . .15,000,000 

Voluntary Withdrawal: 

Consolidation of State Banks i 

Closed t 

| 2 of CpBpseroe, Oregon Ci ty , Oreg • I f f * ? 150,000 4-10-31 

PERMISSION QBASOT) TO m m c i s E TBVST powms* 

| Peoples National Bank of Brooklyn in New York, N. Y. Yorfc, N . Y » 
( fa l l power*) 4 - 7-31 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 

WEEK ENDED APRIL 17, 1951 

CHANGES IN STATE BANK MEMBER SHIP: 

N o C h a n g e 3 4 

PERMISSION GRANTED TO EXERCISE -TRUST POWERS 

N O N E 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED APRIL 24, 1931 

CHANGES IN STATE BANK MEMBERSHIP: 
Dis-
t r i c t Capi ta l Date 

S Admitted to Man hership : 

None. 

Voluntary Withdrawal: 

6 Farmers & Merchants Bank, Eatonton, Ga., . . . . $25,000 4-15-31 

PERMISSION GRANTED TO EXERCISE TRUST POSTERS: 

6 Hamilton National Bank, Knoxville, Tenn. (Ful l powers) 4-15-31 
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1-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MAY 1, 1931. 

CHANGES IN STATE BANK MEMBERSHIP: 

Dis-
t r i c t Capital Date 

Admitted to Members hlp» 

None. 

Closep: 

12 Central Bank Toppenish, Toppenish, Wash. ^Lti.000 4-22-31 
6 LB, Grange Banking & Trust 'To., La Grange, Ga. 250,000 4-29-31 

PERMISSION GRANTED T^EJCEBCISE TRUST POTBRS; 

P t r e t National Bank, Dickinson, N. Dak, (Pul l powers) 4i28-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCffllENT 
WEEK ENDUP MAY 6, 1951 

CHANGES IN StfASE BANK MEMBERSHIP: 

P i s -
t r i c t 

11 

9 
4 

Admitted to Membership! 

Conmercial-Ame r i c a n Bank & Trust Go., 
Shreveport , La. 

Voluntary Withdrawal: 

Twenty-sixth S t r e e t S ta te Bank, Chicago, 111., . 

Absorpt i on of Nonmember s : 

Capi ta l 

$300,000 

200,000 

Fletcher Savings & Trust Co., Indianapol is , I nd . , 1,500,000 
a member, has absorbed the fol lowing nonmemibers: 

East Washington S t a t e Bank, Ind ianapol i s , Ind . 
I rv ington S t a t e Bank, " 
Roosevelt Ave. S t a t e Bank, " 
Broad Ripple S ta te "Bank, " 
S ix teenth S t r e e t S ta t e Bank, 
South Side S ta t e Bank, 

tt 
ii 

it 
II 
ti 
II 

n 

25,000 
50,000 
25,000 
25,000 
25,000 
25,000 

Davison Sta te Bank, Davis on, Mich., member, 
has absorbed the fol lowing nonmambert 

Farmers S t a t e Bank, Davison, M c h . , . 

50,000 

40,000 

Consolidation of S ta te Members: 

. , member, 
it ii 

Fanners S t a t e Bank, Vicksburg, 
F i r s t S ta te Bank, " 

Consolidated under char te r and t | t l e of 
Farmers S t a t e Bank, Vicksburg, Mich., member, 

Closed: 

25,000 
30,000 

25,000 

S ta t e Bank of Madelia, Madelia, Minn., 50,000 
F i r s t Bank & Trust Co., Washington, Pa . , . . . . . 600,000 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

Date 

5 - 6-31 

5 - 8-31 

4-15-31 

3 - 2-31 

5- 5-31 

5 - 5-31 
5 - 4-31 

None. 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 
,/EEK BEbED MAY 15, 1931 

CHANGES IN STATS BANE MEMBERSHIP: 

20 

X-1530 

D18-
t r i c t Date 

Change of T i t l e ; 

The F le tcher Savings & Trust Co., Ind ianapol i s , I n d . , 
has charged i t s t i t l e to Fle tcher Trust Company. 5- 4-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

Ci t izens National Bank, Pa r i s , 111. (Ful l powers) 3-15-31 

/ 
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I. 21 

X - 1 5 3 0 

FZD1RAL R~S~R?E BOARD ANNOUNCEMENT 

WEEK ENDED MAY 88., 1951. 

P i s -
t r i c t 

CHANGES TN STATE BATIK MEMBERSHIP: 

Capi ta l Date 

Admitted to Membership; 

2 Clinton Trust Co., New York, N» Y. #500,000 5-18-31 

P5RMISSIQH GRANTED TO EXERCISE TRUST POWERS: 

Edgar County National Bank, P a r i s , 111. 
(Ful l Powers) 

Secur i ty Nat ional Bank, Brookings, So. Dak. 
(Ful l Powers) 

5—18—31 

5-18-31 
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X-1530 

FEDERAL RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED MAY 29, 1931 

CHANGES IN STATE BANK MEMBERSHIP* 

Dis-
tr ict Capital Date 

Admitted to Membership! 

2 Dover Trust Company, Dover, N. J.> . . . . . . . y200,000' 5*26-01 

PERMISSION GRANTED TQ EXERCISE TRUST POWERSt 

2 National Bank of Westfield, Westfield, N . J . (Pull powers) 5-27-31 
2 Peoples-First National Bank, Hoosick Palls, N. Y. 

(Confirmatory) 5-27-31 
6 Peoples-First National Bank, Quitman, Ga. (Confirmatory) 5-27-31 
9 First National Bank & Trust Co., Helena, Mont.(Full powers) 5-23-31 
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I. 23 

X - 1 5 3 0 

FEDERAL RESERVE BOARD ANNOUNCE!1.™ 
WEEK ENDED JUNE 5, 1931 

CHANGES IN STATE BANK MEMBERSHIP* 

P i s - Admitted to Membership; 
t r i c t Capital Date 

6 Winfield S t a t e Bank, Winfie ld , Ala . , $25,000 6 - 5-31 

Consolidation of S t a t e Banks: 

7 American Commercial & Savings Bank, Davenport, l a . , 
mem tier, . 1,500,000 6 - 1-31 

American Trus t Co., nonmem'ber, . . . . 100,000 
Ci t izens Trust & Savings Bank, nonmem'ber, . . . . 150,000 

Consolidated under the cha r t e r of t h e f i rs t -named 
and t i t l e s American Savings Bank & Trust Co., . . 1,500,000 

7 Milan S t a t e Savings Bank, M i a n , lUch. , member,. . 25,000 5-23-51 
Farmers & Merchants Bank, nonmem'ber, . . . . . . . 25,000 

Consolidated under the char te r of the former and 
t i t l e of Peoples S ta t e Bank of L i l an , member, . . 25,000 

PERLISSION GRANTED TO EXERCISE TRUST POWERS: 

None 
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X-1630 

FEDERAL RESERVE B&ARD ANNOUNGEIvjENT 
ItiBEK ENDED JUNE 12, . 1931 

CHANGES IN STATE BANK MEMBER3HIF I 

DifiZ 
t r i o t Cap i ta l Date 

Admitted t o Membershipt 

2 Mercant i le Bank & Trust Co., New York, N. 7 . , . . $900,000 6 - 4-31 

Changs of T i t l e : 

4 Minerva Savings & Trust Co., Minerva, Ohio. 
T i t l e changed t o Mnerva Savings & Bank Co. 5-27-31 

Consolidation wi th Nonmembert 

7 Bennett Savings Bank, Bennett , Iowa, member, . . 50,000 6 - 8-31 
Farmers Savings Bank, Bennett , Iowa, nonmemher, . 35,000 

Consolidated under new cha r t e r and t i t l e of 
Bennett S ta te Bank, nonmemher. 

PERMISSION GRANTED TO EXERCISE TRUST POWERSt 

5 McDowell County National Bank i n Welch, W. Va. (Ful l powers) 6 - 9-31 
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X-1630 

FEDERAL BBSBBVB BOABD ANNOUNCEMENT 
WEEK ENDED JUNE 19, 1931 

CHANGES IN STATE BANK iMBEBSHIP* 

Dis-
trict 

Admitted to Membership: 

10 Sundance State Bank, Sundance, tiforo., 

Absorption of National Bank: 

2 Merchants & Newark. Trust Co., Newark, N. J.,member,2,500,000 6-11-31 
has absorbed the Port Newark National Bank, Newark, 200,000 

Absorption of Nonmembers* 

2 Bank of Manhattan Trust Co., New York,N.T.,member,22,250,000 5-21-51 
absorbed the Seward Bank,New York, N.Y.,nopmember,2*000,000 
(a conversion of; the Seward Nat. Bank & Trust Co.) 

3 Camden Safe Deposit & Trust Co., Camden,N.J.,member, 1,200,000 6-15-31 
absorbed Broadway-tor chant s Trust Co., nonmember, 1,100,000 

Closed: 

7 . 1,000,000 6-18-31 
7 Des Plaines State Bank, Des Plaines, 111., . . . 200,000 6-12-31 
7 American Trust Co., South Bend, Ind., 500,000 6-15-31 
7 First State Savings Bank, Birmingham, Mich.,. . . 200,000 6-16-31 
7 Pontiaa Commercial & Svga. Bank, Pontiac, Meh. , . 800,000 6-15-31 
7 Wayne Savings Bank, W«yne, Mich., 50,000 6-19-31 

Capital Date 

#25,000 6-17-31 

7 

# 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

6-19-31 
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I 26 

X.-1530 

1BDBRA1 RESERVE BOARD ANNOUNCEMENT 
WEEK ENDED Jim 26, 1931 

CHANGES IN STATE BANK KE13ERSHIP: 

B i z triot Capital Date 

Admitted to membership: 

None. 

Closed: 

7 Fannington State Savings Bank, Faimington, Mich. v 40,000 6-26-31 

PERMISSION GRANTED TO EXERCISE TRUST POWERS: 

None. 
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BANKS REPOBTED CLOSED 
WEEK ENDED JANUARY 2, 1931 

X-3962 

CONFIDENTIAL 

Member "banks ind ica ted ty an a s t e r i s k ( • ) . 
Date Surplus Total 

Name of Bank City S ta te closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 3 
Aldine Trust Co. Phi ladelphia Pa. Dec .29 1,218,000 750,000 5,486,000 
F i r s t I t a l i a n Ex-

change Bank Phi lade lph ia Pa. Dec .29 (p r iva t e "bank - no f i g u r e s ) 

D i s t r i c t No. 4 
Peoples Bank Greens "bo ro Pia. Dec .29 25,000 41,000 251,000 
Doylestown Banking Co. Doylestown Ohio n 30 25,000 4,000 200,000 

D i s t r i c t No. 5 -
•Merchants & P lan te r s 

National Bank Dillwyn 7a. Dec .27 50,000 5,000 180,000 
Bank of South H i l l South H i l l tt tt 27 100,000 62,000 327,000 
Sta te Bank of Pomp 1 in Pamplin tt ft 27 25,000 18,000 240,000 
Ci t izens Bank Edenton N . C . tt 27 100,000 51,000 338,000 
Bank of Bladen Clarkton it tt 27 15,000 32,000 205,000 
Bank of Crozeti, Crozet Va. tt 31 50,000 17,000 343,000 
Peoples Bank Covington it tt 31 40,000 23,000 423,000 
Elm City Bank Elm City N. C. Jan . 2 20,000 33,000 211,000 
Bank of Candor Candor tt 2 25,000 10,000 • 115,000 
Bank of Severn Severn tt it 2 20,000 5,000 77,000 
Bank of the Mbnongahela 

Valley Morgantown Y/.Va. M 2 300,000 337,000 3,796,00Q 

D i s t r i c t No. 6 
•City National Bank Bessemer Ala • Dec .23 100,000 34,000 800,000 
•Farmers & Merchants 

National Bank Rockmart GrC# • tt 23 40,000 5,000 251,000 
•National Bank of Wilkes Washington tt n 23 50,000 102,000 438,000 
White County Bank .Cleveland tt tt 29 15,000 8,000 175,000 
Chambers County Bank Lafayet te Ala. tt 29 75,000 68,000 319,000 
Prospect Bank & Tr . Co. Prospect S t a . Tenn. tt 29 10,000 5,000 46,000 
Merchants & Farmers Bk Boston Ga. w 30 50,000 27,000 229,000 
Bank of New Hope New Hope Ala. tl 31 25,000 17,000 61,000 
Bank of Walnut Grove Walnut Grove Mies. tl 30 10,000 6,000 213,000 
Bank of Lena Lena tt tt 30 12,000 3,000 118,000 

D i s t r i c t No. 7 
Stockton Bank Stockton Iowa Dec .26 15,000 — «• 167,000 
Mooresville S ta te Bank Mooresville Indt it 27 50,000 35,000 604,000 
Miller State Bank Gary tt it 27 25,000 3,000 130,000 
Central Trust & J^vgs .Bk tv it 29 100,000 54,000 964,000 
Bank of Earlham J Earlham Iowa it 30 14,000 33,000 294,000 
Farmers S ta te Bank Harr is tt n 30 25,000 — — 150,000 
Cit izens S ta te Bank Indianapol is Ind. it 30 100,000 127,000 1,435,000 
Linn County Svgs. Bank Center Point Iowa tt 30 30,000 12,000 * 444,000 
Maple Road S t a t e Bank Indianapolis Ind. n 31 25,000 13,000 168,000 

•Lawrence Ave. Nat.Bank Chicago 111. Jan . 2 200,000 20,000 782,000 Digitized for FRASER 
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Member "banks indicated, "by an a s t e r i s k ( • ) . Week ended January 2, 1951. ... 
Date Surplus Total 

Nrjine of Bank City S ta te closed Capital & p r o f i t s .deposit# 

D i s t r i c t No. 7 (continued) 
Brocton Bank Brocton 111. Jan . 2 26,000 13,000 156,000 
Logan Trust & S,vgs .Bank Logan Iowa It 2 60,000 2,000 198,000 
F t . Wayne Ave.State Bk Indianapolis Ind. tt 2 25,000 7,000 200,000 

D i s t r i c t No. 6 
Boonevilie Banking Co. Booneville Miss. Dec. 27 50,000 29,000 844,000 
Bank of She man Sherman n tt 27 15,000 14,000 221,000 
. Itawamba County Bank Ful ton it it 27 16,000 107,000 
Van Buren County Bank Clinton Ark. tt 29 20,000 20,000 275,000 

• F i r s t Nat ional Bank Corinth Miss. it 26 100,000 30,000 1,250,000 
Bank of Oxford Oxford ft 29 60,000 18,000 844,000 
F l i n t h i l l Bank F l i n t h i l l Mo. tt 29 10,000 3,000 58,000 

•Ci t izens Bank & Tr . Co. England Ark. 30 100,000 42,000 358,000 
Bank of Stephens Stephens tt tt 30 30,000 11,000 251,000 
P lan te rs Tr . & Svgs.Bk. Clarksdale Miss. 30 50,000 5,-000 535,000 

•Planters National Bank 11 n tt 30 500,000 239,000 2,093,000 
• F i r s t Nat ional Bank Ludlow Mo. it 30 25,000 10,000 98,000 
•F i r s t National Bank Ashdotm Ark. ft 30 50,000 6,000 300*000 
Bank of Myrtle Ityrtle Hiss . 30 15,000 3,000 105,000 
State Bank of Hecker Hecker 111. it 31 15,000 4,000 141,000 
Progressive S t a t e Bank Tutwiler Hi s s . it 31 30,000 4,000 275,000 
Peoples Bank Jonestown n tt 31 10,000 13,000 123,000 
Bank of Chidester Chidester Ark. ft 31 10,000 4,000 102,000 

•Bank of Mar v e i l Khrvell t! Jan. 2 50,000 26,000 360*000 
Alma Sta te Bank Alma 111. n 2 15,000 1,000 93,000 
Peoples Bank Dixon • lib. tt 2 30,000 21,000 163,000 

•Bank of Pontotoc Pontotoc Mi s s . tt 2 100,000 15,000 732,000 

D i s t r i c t No. 9 
•F i r s t National Bank Tyler Minn. Dec. 23 25,000 30>000 600,000 
Farmers Sta te Bank Woodvvorth N. Dak. ft 26 15,000 3,000 132,000 
Farmers Sta te Bank Lei th »» it ft 27 10,000 5,000 108,000 
Longford S ta te Bank Langford S. Dak. Jan . 2 15,000 29,000 439,000 

D i s t r i c t No. 10 
S ta te Bank of Elamore Elsmore Kons. Dec. 26 10,000 6,000 114,000 
Farmer# S ta te Bank Wheaton ft it 27 30,000 10,000 174,000 
Farmer i S ta te Bonk Brighton Colo. tt 29 35,000 26,000 459,000 
College Stat e Bank Manhattan Kans. it 30 25,000 7,000 105,000 
Farmers S ta te Bank P l a t t e Center, Ne"br. it 30 30,000 6,000 220,000 
Bank of Tampa Tampa Colo. Jan . 2 15,000 11,000 100,000 

D i s t r i c t No. 11 
Farmers State Bank. Pottsboro Texas Dec • 30 lO,000 • — «*• 29,000 

• F i r s t na t i ona l B-nk Plainview It tt 29 100,000 10.2 ,.000 1,912,000 
• F i r s t National Bank Bal ls It Jan. 2 25,000 15,000 108,000 
Huntsvi l le S t a t e Bank Huntsvi l le It tt 2 50,000 27,000 453,000 
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CLOSED BANKS EEOPENED$ 

X-3962 

F 29 

Name of Bank Ci ty 
Date Surplus Date 

S ta te closed Capital & p r o f i t s opened 

D i s t r i c t Wo. 5 

Bank of Clover 

D i s t r i c t No. 6 

Secur i ty Bank & 
Trust Co • 

Peoples Bank, 

D i s t r i c t No. 10 

Clover 

Greenwood 
Sulphur 

Nebraska State Bank Norfolk 

S. C. 12-16-30 30,000 

Miss. 12-22-30 50,000 
Ky. 11-18-30 15,000 

Netr . . 7-23-30 100,000 
(reorganized and reopened as the S t a t e Bank of Norfolk) 

34,000 12-29-30 

9,000 12-30-30 
12,000 1 - 1-31 

35,000 12-20-30 
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. : • X4^62 30 
BANKS S%bieiD CLOSED 

WEEK ENDED JANUARY 9, 1931 CONFIDENTIAL " 

"bonks ind ica ted "by an a s t e r i s k (•) ' . 
Date Surplus Total 

Name of Bank Ci ty S ta t e closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 3 
Haddon Heights Bank 

& Trust Co. Haddon Hei^ i t s .N. J . Jan. 3 100,000 131,000 1,707,000 
Darty Bank & Trust Co. Darby Pa. « 8 200,000 153,000 1,734,000 

D i s t r i c t No. 4 
S ta te Secur i ty Bank Zanesvi l le Ohio Jan . 5 100,000 97,000 2,913,000 

D i s t r i c t No. 5 
Bank of J a r r a t t s J a r r a t t Va. Jan . 3 12,000 12,000 210,000 
Bank of Macon Macon N. C. M 2 10,000 1,000 50,000 
Metropolitan Bank & 

Trust Co. Norfolk Va. II 3 56,000 37,000 429,000 
Commercial & Svgs.Bk. Andrews S. C. Dec. 31 8,000 — — 8,000 
Bank of Dundas Dundas Va. Jan. 7 10,000 8,000 104,000 
Loan & Savings Bank Camden S. c . 11 7 100,000 15,000 281,000 
Bank of Lake View Lake View S. C. ft 7 50,000 4,000 115,000 
Bank of Aynor Aynor s . c . It 7 15,000 6,000 101,000 
Farmers & March. Bank L i t t l e t o n N. C. ft 7 15,000 43,000 353,000 
Bank of A n t r e v i l l e Ant rev i l l e s . c . ft 7 10,000 6,000 60,000 
Bank of Montgomery Troy N. C. ft 9 60,000 60,000 450,000-

D i s t r i c t No. 6 
S. Lemon Banking Co. Ac worth Ga. Jan , 2 30,000 11,000 156,000 
P lan te r s Bank White Pla ins Ga. tt 2 15,000 2,000 16,000 
Bank of Twin City Summit Ga. n 2 25,000 27,000 96,000 
Peoples Bank GiItertown Ala. tt 2 15,000 5,000 113,000 
Roanoke Banking Co. Roanoke Ala. tt 5 200,000 101,000 752,009 

•Merchants & Farmer s Bk Roanoke Ala. it 5 75,000 50,000 423,006 
Farmers State Bank Ashland Ala. tt 7 15,000 11,000 170,000 
Decatur Bank & Tr . Co. Decatur Ga. ft 8 100,000 96,000 1,006,000 

D i s t r i c t No. % 
Garret t S a v i n s Loan 

& Trust C | . Garre t t Ind. Jem. 2 40,000 12,000 210,000 
Farmers Savings Bank Oxford Iowa ft 2 20,000 31,000 317,000 
Fir st Ind ianaSgtate Bk Gary Ind. tt 5 75,000 23,000 625,000 
Iowa Savings Bank F t . Dodge Iowa tt 5 100,000 32,000 1,189,000 
Farmers & Merchants Bk Lenox Iowa tt 5 50,000 15,000 425,000 
Wojcik S ta t e Bank Hamtramck Mich. Oct. 7 60,000 15,000 213,000 
Ci t izens Tr.& Svgs.Bk E .Chicago Ind. Jon. 5 100,000 41,000 518,000 
Indiana S t a t e Bank E.Chicago Ind. » 5 50,000 50,000 516,000 

• F i r s t National Bank Floyd Iowa ii 6 25,000 1,000 179,000 
Hvuitertown Bank Huntertown Ind. it 6 10,000 5,000 105,000 
Lament Savings Bank Lamont Iowa ii 6 25,000 6,000 192,000 
Ifyst ic I n d u s t r i a l 

192,000 

Savings Bank % s t i c Iowa tt 6 15,000 11,000 178,000 
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Member bonks ind ica ted by an a s t e r i s k ( * ) . V/eek ended January 9, 1931. 
Date Surplus Total 

Name. of Batik Ci ty S ta te closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 7 (continued) 
Ci t izens S ta te Bank Oakland 111. Jan . 7 25,000 9,000 140,000 
Iowa Savings Bank Laciotte Iowa ft 7 40,000 11,000 315,000 
Cit izens Bonk Monroe Wis. tt 7 100,000 112,000 1,611,000 

D i s t r i c t No. 8 
Bank of S t . Petal S t . Paul Ark. D O C e 13 10,000 5,000 55,000 
Pope County S t a t e Bank Golconda 111. tt 16 50,000 14,000 315,000 

• F i r s t Nat ional Bank Rogers Ark. Jan. 2 50,000 65,000 685,000 
• I n t e r s t a t e National Bk Helena Ark. it 3 250,000 89,000 2,125,000 
S t a t e Bank of Joppa Joppa 111. N 5 15,000 4,000 89,000 
Central Trust Co. S t . Char l e s Mo. ?t 5 100,000 56,000 801,000 
S ta te Bank of Yale Yale 111. tt 6 15,000 5,000 67,000 
Barry S ta te Bank Barry 111. tt 6 50,000 52,000 375,000 

•Fi r s t Nat ional Bank Pontotoc Miss. tt 2 125,000 37,000 832,000 
Old Rockport S ta t e Bank Rockport Ind. tt 6 40,000 7,000 276,000 
Farmers & Traders 

Sta t G Bank Manchester 111. tt 8 25,000 20,000 120,000 

D i s t r i c t No. 9 
F i r s t S ta te Bank Binford N.Dak » Dec, 31 15,000 5,000 70,000 

• F i r s t National Bank Kerkhoven Minn. Jan. 5 25,000 5,000 100,000 
S t a t e Bank of Roberts Roberts Wis. tt 6 10,000 7,000 77,000 
F i r s t S ta te Bank Ba t t l e Lake Minn. tt 9 25,000 10,000 583,000 

D i s t r i c t No. 10 
Guide Rock State Bank Guide Rook Nebr. Dec. 5 15,000 16,000 331,000 
S ta t e Bank of Niobrara Niobrara .Nebr. H 17 30,000 8,000 335,000 
Farmers S ta te Bank Wilcox Mo. Jan. 7 10,000 4,000 31,000 

D i s t r i c t No. 11 
Guaranty S ta t e Bank Whitehouse Texas Dec. 17 15,000 5,000 65,000 
F i r s t S ta te Bank Ben Frankl in Texas Jan. 7 15,000 10,000 50,000 

d i s t r i c t No. 12 
Be lvedere State Bank Los Angeles Calif > Dec. 17 50,000 14,000 607,000 

CLOSED BANKS REOPENED: Date open 
D i s t r i c t No. 5. 

Peoples Bank Vinton Va. 12-20-30 100,000 84,000 1 - 2-31 
Peoples Bank Gretna Va. 12-23-30 80,000 35,000 1 - 5-31 
S t a t e Bank of Pamplin Pamplin Va. 12-27 -30 25,000 13,000 1 - 6-31 

D i s t r i c t No. 7. 
Sta te Tr . & Svgs. Bank Goodland Ind. 12-23 -30 25,000 8,000 1 - 6-31 

D i s t r i c t No. 8. 
Bank of S t . Helens Shively Ky. 11-18 -30 30,000 40,000 1 - 5-31 
Bank of Chidester Chidester Ark. 12-31 -30 10,000 4,000 1 - 5-31 
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B i M # W & D CLOSED | 3 0 X-3962 
WEEK END# JANUARY 16, 1931 CONFIDENTIAL 

IWber tanks ind ica ted "by am a s t e r i s k ( • ) . 

Date Surplus Tota l 
Namp of Bank Ci ty S t a t e closed Capital & p r o f i t s depos i t s 

D i s t r i c t No. 4 
Peoples Bank Bloomingburg Ohio Jan . 13 25,000 7,000 130,000 

D i s t r i c t No. 5 
Cabell County Bank Huntington w. va. Jan. 10 25,000 5,000 262,000 
Mechanics Savings Bank Raleigh N. C. 11 13 15,000 82,000 799,000 
Bamberg Banking Co. Bamberg S . c . 11 16 100,000 41,000 331,000 

D i s t r i c t No. 6 
F i d e l i t y Bank New Smyrna F l a . Jan . 10 75,000 34,000 1,446,000 
Ci t izens Bank Eus t i s tl 11 12 55,000 41,000 60,000 
Luther Williams Bank 

& Trust Co. Eicon Ga. tl 12 100,000 107,000 1,900,000 
Bank of Earner Earner Ala* ft 14 20,000 4,000 31,000 

•Fiyat National Bank Har t se l l e II It 12 100,000 38,000 593,000 
•F i r s t National Bank Brookhaven Miss. It 13 100,000 80,000 1,388,000 
Bank of Center Town Center Town Tenn. tt 15 12,000 1,000 58,000 
Bank of Santa Fe Santa Fe •t ft 15 10,000 1,000 36,000 
F i r s t Bank of Nashvil le Nashvil le Ga. It 14 25,000 40,000 320,000 

• F i r s t National Bank Meridian Miss. tl 14 260,000 320,000 5,723,000 
Alabama Tr.& Svgs.Bank Florence Ala. ft 16 100,000 31,000 732,000 
Bledsoe County Bank 

& Trust Co. PikeVil le Tenn. tt 16 25,000 - - 75,000 

D i s t r i c t No* 7 
Ci t izens S ta t e Bank Carmel Ind. Jon. 10 25,000 8,000 195,000 
Nobel County Bk.& Tr. Co.Kendal lvi l le " 10 175,000 77,000 1,518,000 
Dawson Savings Bank Dawson Iowa tt 10 25,000 8,000 167,000 
Avi l la Stabe Bonk Avi l la Ind. ti 12 25,000 9,000 323,000 
L i t t l e Sioux Svgs.Bank L i t t l e Sioux Iowa tt 12 10,000 116,000 
Farmers S ta te Bank Calumet Harbor, Wis tt 12 20,000 14,000 296,000 
S t a t e Bank of West f ieId Westf ie ld Ind. tt 14 25,000 15,000 146,000 
Cutler Bank Cutler tt it 14 10,000 4,000 152,000 
Keosauqua S t a t e Bank Keosauqua Iowa it 12 28,000 9,000 329,000 
Crawford S t a t e Svgs.Bk. Chicago 111. tt 12 200,000 107,000 1,490,000 
S ta te Bank of Thcrntown Thorntown Ind. n 12 40,000 222,000 
Clayton Bank & Trust Co. Clayton 11 tt 15 25,000 304,000 
S ta t e Savings Sank Bearing Iowa 15 25,000 - - 160,000 

D i s t r i c t No. 8 
•F i r s t National Bank Jiolly Grove Ark Jan . 9 25,000 5,000 30,000 
De Soto Trust Co. t>e Sot 0 Mo. it 10 50,000 37,000 518,000 
Bank of Flemington Flemington tl ti 12 10,000 11,000 90,000 
Farmers Bank B i l l i n g s tt n 12 *10 ,000 5,000 115,000 
New Car* on Stat e Bonk New Canton 111. tt 14 25,000 6,000 — -» 

• F i r s t Nat ional Bank Brookfield Mb. tt 14 100,000 10,000 156,000 
Bank of Blue Mountain Blue Mountain^Mi s s . tt 2 20,000 17,000 389,000 
Ashland Branch Bank 

of Bank of Blue Mountain,Ashland, Miss. tt 3 10,000 9,000 155,000 
Cit izens Bank Winona ii tt 2 25,000 14,000 305,000 
Bank of Derma Derma 11 tt 3 10,000 3,000 65,000 Digitized for FRASER 

http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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Member^Stiks indicated, "by an a s t e r i s k (*] 

- 2 - . X-3962 
Week ended January 16, 1931. 

Nome of Bank Ci ty S ta t e 
Date Surplus Total 

closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 8 (continued) 
Bank of Bruce Bruce Miss. Jan* 10 .20,000 6,000 119,000 
Peoples Bank Calhoun City " it 10 30,000 8,000 200,000 
Merchants & Farmers Bank, Ecru it ft 10 10,000 3,000 65,000 
Bank of Kilmichael Kilmichael ' tt ! W 10 25,000 10,000 428,000 
Merchants & Farmers Bank, Vardaman *1 ft 10 10,000 6,000 100,000 
Peoples Bank Water Valley " ft 10 40,000 19,000 518,000 
Bank of Winona Winona if ft 10 50,000 44,000 803,000 
Cof feev i l l e Bank Cof f eev i l l e tt if 12 24,000 24,000 265,000 
Riverside Bank Marks ft 12 50,000 17,000 328,000 
Bank of Lowell Lowell Arlc. tt 8 10,000 2,000 35,000 
Bank of Sledge Sledge Miss • ft 16 25,000 10,000 230,000 
Louisv i l l e Home Bank Louisv i l le n ft 16 40,000 22,000 686,000 
Peoples Savings Bank S ta rkv i l l e i t tt 16 25,000 52,000 811,000 

d i s t r i c t No. 9 
Columbus S ta t e Bank Columbus Mont. Dec. 23 25,000 1,000 310,000 
F a l l River County Bank Edgemont S. bat :• Jan . 13 15,000 10,000 311,000 
Stat e Bank of Waubny tfaubny it it it 14 20,000 10,000 225,000 

) i s t r i c t No. 10 
Home S ta t e Bcnk Grandfield Okla. Jan . 10 30,000 — — 272,000 
Tillman County Bank it it 10 30,000 3,000 211,000 
Sta te Bank of Madison Kadis on Mebr. it • 13 30,000 14,000 301,000 
Tecumseh'State Bank Tecumseh tt it 13 50,000 20,000 265,000 
Manchester S ta t e Bank Manchester Kans . it 13 10,000. 7,000 100,000 
Bank of Stoithvi l i e Smithvi l le Mo. it 14 20,000 30,000 550,000 
Ci t izens S ta te Bank Selden Kans. it 15 25,000 20,000 200,000 

D i s t r i c t No. 11 
S ta t e Bnnk of 

D i s t r i c t No. 12 
Tooele County S ta te Bk. Tooele 

Walnut Springs,Tex. Jan. 14 17,000 1,000 68,000 

Iftah Jan. 14 30,000 65,000 1,035,000 
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Member bmks indica ted "by an a s t e r i s k ( • ) . Week ended. January 16, 1931. 
Date Surplus Date 

Name of Bank City S ta te closed Capi ta l & p r o f i t s reopened 

# 

D i s t r i c t No. 5 
Bank of Bo"beson 

D i s t r i c t No. 6 
City Bank lliami Beach F l a . 

D i s t r i c t No. 7 
Lancaster S ta te Bank Lancaster Wis. 
S ta te Bank of Fennimore Fennimore " 
Farmers & Merchants Bk. Tomah " 

D i s t r i c t No. 8 
Farmers B^nk Casa Ark. 
Van Buren County Bank Clinton M 

Bank of Salem Salem " 
Farmers & Merchants Bk. La Grange Mb. 
Washington S t a t e Bank Washington Ark. 

50,000 16,000 1-15-51 

12-23-30 100,000 50,000 1-13-31 

4 - 8-30 50,000 10,000 1-12-31 
4-14-30 100,000 ' 25,000 1 - 5-31 
4-16-30 50,000 18,000 12-15-30 

6,000 1 - 2-31 
20,000 1 - 5 - 3 1 

6,000 1 - 2-31 
17,000 1 - 9-31 

6,000 1 - 9-31 

CLOSEi) BANKS. EBQESNfeP : 

Ifoxton N, C. 12- 6-30 

11-19-30 10,000 
12-29-30 20,000 
11-19-30 20,000 
11-17-30 10,000 

? 25,000 

D i s t r i c t No. 9 
Orient S t a t e Bank Orient S. Dak. 11-26-30 20,000 36,000 1-10-31 
Guaranty S t a t e Bank Cresbard " " 10-28-30 15,000 5,000 12-13-30 
Bank of Creshard " " " 10-28-30 20,000 7,000 12-13-30 
(two above "banks reorganized, consol idated and opened under name of Bank of 

Ores "bard) 
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BAMS naPORtf :'D CLOSSD X3962 , 
WEEK ENDED-JANUARY 23, 1931. CONFIDENTIAL 

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

Name of Bank Ci ty S ta t e 
Date 

Closed Capi ta l 
Surplus Total 

& P r o f i t s Deposits 

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

Bank of Ludlow Ludlow Ky. Jan.20 50,000 22,000 670,000 
American S t a t e Bank St .Bernice Ind . It 20 25,000 1,000 83,000 

D i s t r i c t No. 5 . 
Home Savings Bank Wilmington N.C. It 20 50,000 25,000 800,000 

*Fi rs t Nat ional Bank Cl inton S.C. II 22 100,000 59,000 326,000 

D i s t r i c t No. 6 . . 
^Exchange National Bank F i t zge ra ld Ga. II 16 100,000 59,000 935,000 
• F i r s t Nat ional Bank t? It M 16 125,000 58,000 879,000 
*F i r s t National Bank Jackson Miss. II 20 200,000 240,000 2,675,000 
Bank of Homerville Homerville Ga. II 20 15,000 30,000 150,000 
Ci t izens Bank of Mil l ry A la . , II 21 10,000 3,000 45,000 
South S -ide Bank Birmingham II 22 50,000 10,000 461,000 
Bank of Alachua Alachua F l a . , It 23 25,000 9,000 208,000 

D i s t r i c t No. 7 . 
Peoples S ta t e Bank So.Milford I n d . , n 17 25,000 5,000 139,000 
Ashley S ta te Bank Ashley it 17 25,000 5,000 172,000 
S ta te Bank of Dana Dana M it 17 40,000 29,000 299,000 
Bank of Rushvi l le Rushvi l le 111. it 19 120,000 142,000 1,092.000 
Exchange S ta te Bank Walnut Iowa n 19 40,000 16,000 527,000 
Farmers S ta te Bank Berwick 111. M 21 30,000 23,000 63,000 
Farmers & Merchants Bnk Scranton Iowa i i 21 * — — — — — — — 

D i s t r i c t No. 8 . 
Ci t izens Bank & Tr.Co. Marks Miss. i i 17 50,000 20,000 451,000 
Hardin County Bank S a l t i l l o Tenn. if 17 15,000 4,000 45,000 
Pinson Savings Bank Pinson ft IT 19 7,000 2,000 50,000 
Washington S t a t e Bank Washington A r t . , II • 3 25,000 6,000 96,000 

(This bank reopened Jan .9 . ) 
• F i r s t Nat ional Bank Dardanelle Ark II 19 25,000 7,000 260,000 

D i s t r i c t No. 9 . 
Ci t izens S ta t e Bank Paynesvi l ie Minn. II 19 15,000 3,000 185,000 

D i s t r i c t No. 10. 
Rosal ia S ta te Bank Rosal ia Kans, II 17 50,000 9,000 265,000 
Farmers Bank Turney Mo. It 19 25,000 6,000 45,000 
Moundvilie S t a t e Bank Moundville Mo. II 19 15,000 3,000 75,000 
Farmers S ta te Bank Nelson Nebr, II 21 35,000 3,000 225,000 

(Reopened Banks on next sheet) 

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



FC 3 6 

X-3962 

— 2 *• 

Member banks ind ica ted ,by an a s t e r i c k (*) 

Name of Bank , Ci ty S ta te 

Week endefl January 23, 1951. 
Date Surplus " Datd 

Closed Capi ta l & P r o f i t s Reopened 

CLOSED BANKS REOPENED 

D i s t r i c t No. 4 . 
Savings & Loan Bank-

ing Company New London Ohio 10-6-30 30,000 33,000 1-20-31 

D i s t r i c t No. 5 . 
Bank of Windsor Windsor N.C. 12-23-30 20,000 42,550 1-10-31 
P lan te rs & Merchants 

Bank Eve re t t s N.C. 12-12-30 15,000 14,000 1-9-31 
Merchants and Farmers 

Bank Garysburg N.C. 12-19-30 15,000 13,000 1-9-31 
Ci t i zens Bank of Yancy Burnsvi l ie N.C. 12-18-30 50,000 60,000 1-17-31 
Clayton Banking Company Clayton N.C. 12-16-30 100,000 32,000 1-19-31 
Bank of French Broad Marshall N.C. 12-16-30 25,000 54,000 1-19-31 

D i s t r i c t No. 7 . 
M5ar t i n s vi l i e S t a t e Bank Mar t insv i l l e 111. 12-10-30 50,000 11,000 1-17^31 
Farmers & Merchants 

50,000 
. < . 

Bank Winchester Ind . 12-8-30 50,000 40,000 1-21-31 
Ci t izens S ta te Bank Indianapol is Ind . 12—30—30 100,000 127,000 1—22—31 

D i s t r i c t No* 8 . 
•Ci t i zens Bank & Trust Co.England Ark. 12-30-30 100,000 

(Reopened as the C i t i zens Bank, a nonmember) 
Bank of Clark Clark Mo. 12-26-30 15,000 

42,000 1—19—31 

5,000 1-21-31 
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BANKS EXPORTED CLOSED 
WEEK ENDED JANUARY 30, 1931 CONFIDENTIAL 

Member tanks indica ted "by an a s t e r i s k ( • ) . 

Name of tank City State 
Date 

closed Capi ta l 
Surplus Total 

& p r o f i t s deposi ts 

D i s t r i c t No. 2 
S. Lunghino & Sons Rochester N. Y. Jan . 23 20,000 328,000 637,000 

•Peoples Banking & Tr .Co.El izabeth N. J . n 28 300,000 305,000 6,056,000 

D i s t r i c t No. 3 
Cresson Deposit Bank Cresson Pa. Jan. 24 50,000 20,000 405,000 

D i s t r i c t No. 4 
*Firs t National Bank Addison Pa. Jan. 28 25,000 13,000 105,000 
• F i r s t Nat ional Bank i n Cres t l i ne Ohio n 28 70,000 8,000 598,000 
New Mar t insv i l l e Bank New Mar t in sv i l l e , 

W. Va. II 29 60,000 121,000 1,277,000 

D i s t r i c t No. § 
Bank of Payet te F c y e t t e v i l l e ,W.Va. Jan . 26 25,000 25,000 198,000 
Union Bank & Trust Co. Huntington « TI ft 28 500,000 119,000 2,024,000 
Farmers Bank Sure N. C. Dec. 9 10,000 11,000 186,000 
P lan te r s Bank Sharon S. c . Jan . 30 35,000 16,000 200,000 

D i s t r i c t No. 6 
Bank of Buford Buford Ga. Jon. 23 25,000 12,000 393,000 
with t ranches a t : fiewanee IT 

and Ih.tlu.th II 

Cumberland City Bank Cumber land. 
Ci ty Tenn. Jan . 24 10,000 9 >000 89,000 

Bank of Pres ton Pres ton Ga. N 24 15,000 2,000 79,000 
Leake County Bank Carthage Miss. Dec. 29 30,000 35,000 584,000 
Southern Banking Co. Eunice La. II 31 30,000 15,000 283,000 
Bank of F l o v i l l a F l o v i l l a Ga. Jan . 28 15,000 15,000 57,000 

•Jackson Banking Co. Jackson II N 28 50,000 11,000 112,000 

D i s t r i c t No. 7 
Scott Walters & Rake-

straw, Bankers Wyoming 111. J an . 30 75,000 14,000 609,000 
Washington S t a t e Bank South Bend Ind. it 30 50,000 34,000 683,000 
Farmers & Workingmens 

Savings Bank Jackson Mich. Jan . 23 100,000 16,000 850,000 
Vincent Savings Bonk Vincent Iowa ii 26 22,000 — mm 145,000 
S ta t e Bank of Topeka Topeka Ind, II 27 40,000 36,000 513,000 

•Farmers & Merchants 
National Bank Sheridan Ind. Jan . 27 50,000 18,000 571,00C 

IfcConnell S ta t e Bank IfcConnell 111. ii 26 30,000 13,000 209,001 
S t a t e Bank of Orangevil le N it 26 36,000 19,000 325,000 
River Park Sta t e Bank South Bend Ind. N 26 50,000 1,000 72,000 
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Member "banks indicated try an a s t e r i s k ( * ) . Week ended January 30, 1931. 

Name of bank City S t a t e 
Date 

closed Capi ta l 
Surplus Total 

& p r o f i t s deposi ts 

D i s t r i c t No. 8 
Bank of Cave Springs Gave Spring) Ark. Jan . 23 8,000 3,000 89,000 

•Clinton National Bank Clinton Mb. tt 24 50,000 55,000 600,000 
S t a t e Bank of Decatur Decatur Ark. it 27 10,000 1,000 120,000 
Bank of Hardinsburg 

& Trust Co. Hardinsburg Kjr. ii 30 100,000 26,000 669,000 
Planters Bank Camden Ark. tt 30 50,000 85,000 1150,000 

D i s t r i c t No. 9 • 

•Anoka National Bank Anoka Minn. Jan . 27 50,000 2,000 638,000 
Farmers S t a t e Bank Corsica S.Dak it 29 24,000 7,000 600,000 
F i r s t S ta te Bank B r i s t o l ft Tt ft 30 20,000 8,000 184,000 
Farmers Strike Bank P l a t t e tt ft : »t 26 50,000 8,000 870,000 

D i s t r i c t No. 10 
S t a t e Bank of Keats Keats Kans. Jan . 29 10,000 4,000 35,000 
South Denver Bank Denver Colo. tt 30 50,000 11,000 372,000 

D i s t r i c t No-. 11 
Dale Bros. & Co. Henr ie t t a Texas Jan . 26 50,000 (not given) 

D i s t r i c t No. 12 
Opportunity S t a t e Bank Opportunity Wash. J an . 24 25,000 6,000 292,000 
Q,uinn River Bank IfcDermitt Nev. 28 20,000 5,000 75,000 

CLOSED BANKS REOPENED: Date opei 
D i s t r i c t No. 5 

Date opei 

Ci t izens Bank Bryson City N. C. 11-21-30 30,000 13,000 1-24-31 
Bank of F le tcher F le tche r ti «t 12-18-i-30 10,000 11,000 1-24-31 

D i s t r i c t No. 6 
Cumberland City Bank Cumberland Cumberland City Bank 

Ci%y Tenn. 1-24--31 10,000 9,000 1-28-31 

D i s t r i c t No* 7 
S t a t e Bank of Topeka Topeka Ind. to

 T3 -31 40,000 36,000 1-29-31 

D i s t r i c t No. 8 
• F i r s t National Bank Corinth Miss. 12-26--30 100,000 30,000 1-24-31 

D i s t r i c t No. 8 
Ci t izens Bank Bradford Ark. 11- 5--30 10,000 2,000 1-27-31 

D i s t r i c t Nov 9 
S t a t e Brink of Waubcy Waubay S.Dak# 1-14-31 20,000 10,000 1-24-31 
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BANKS REPORTED CLOSED 

WEEK ENDED FEBRUARY 6, 1931 CONFIDENTIAL 

Member tanks indica ted by an a s t e r i s k ( * ) . 
Date Surplus Total 

Name o f Bank City Sta te closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 3 
•Peoples National Bank Osceola Mil ls Pa. Feb. 2 100,000 40,000 358,000 

S * s t r i c t No. 4 
Guaranty Bank & Tr.Co. Lexington Ky. Feb. 2 250,000 81,000 3,063,000 
•Merchants S ta t e Bank New Philadelphia. ,0. Jan. 3 1 150,000 57,000 698,000 

S t i l l w a t e r Valley Bk. Covington Ohio Feb. 4 50,000 19,000 252,000 
Peoples Stoke Bank E. P i t t sburgh Pa. ft 4 50,000 18,000 448,000 
Farmers Bank Utica Ohio " S 5 10,000 3,000 88,000 
Miners S ta t e Bank New Salem Pa. it 6 25,000 9,000 376,000 

D i s t r i c t No. 6 
•F i r s t National Bank Panama Ci ty F l a . Feb. 2 250,000 168,000 1,100,000 
Peoples Bank Cleveland Tenn. tt 3 50,000 22,000 398,000 
Ma Comb Svgs «lk.& Tr.Co.,ifcComb Miss. Jan . 21 35,000 17,000 630,000 
Mechanics S t a t e Bank IfcComb If 21 75,000 27,000 1,041,000 
Peoples Bank Utica it ft 20 18,000 11,000 166,000 
Farmers Tr .& Svgs.Bk. Lockport La. ft 19 50,000 29,000 239,000 

D i s t r i c t No. 7 
Rochelie Tr.& Svgs.Bk Rochelie 111. Jan . 31 150,000 125,000 903,000 
Cit izens S ta te Bank Denver Ind. tt 31 25,000 3,000 132,000 

• F i r s t Tr .& Svgs.Bank Hammond It Feb. 2 1,000,000 1,149,000 7,389,000 
Calumet Ci ty S ta te Bk Calumet Ci ty 111. ft 2 50,000 17,000 660,000 
Lansing Stat e Bank Lansing 111. tt 3 100,000 100,000 573,000 
Farmers & Merchants 

Savings Bank Highland Ind. ft 4 25,000 13,000 206,000 
Cadil lac Savings Bank D e t r o i t Mich. Sept . 9 - 101,000 

with branch a t* Hrmtramck It 

Sta te Trust & Sav-
ings Bank Peoria 111. Feb. 6 200,000 307,000 1,971,000 

D i s t r i c t No. 8 
Farmars Bank New Bofton Mo. Jan . 31 15,000 mm 84,000 
Farmers Savings Bank West P la ins 

Ramsey; 
it tt 31 25,000 10,000 125,000 

Peoples S ta te Bank 
West P la ins 
Ramsey; 111. Feb. 4 30,000 16,000 136,000 

Carro l l County Bank CarroH,ton Miss. tt 5 15,000 5,000 192,000 
•F i r s t National Bank Waverly 111. tt 5 100,000 5,000 450,000 
Peoples Bank Weir Miss. ft 6 10,000 10,000 340,000 

D i s t r i c t No. 9 
farmers & Merchants 

S ta te Bank Kensington Minn. Jan. 31 15,000 2,000 131,000 
Circle S t a t e Bank Ci rc l e Mo n t . tt 31 20,000 ' — 48,000 
Pioneer: Bank Bot t ineau N.Dak.Feb. 2 25,000 10,000 117,000 
F i r s t S t a t e Bank J e f f e r s o n S.Dak M 4 10,000 9,000 88,000 
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Member "banks ind ica ted "by an a s t e r i s k (*) 

X-3962 

Week ended February 6, 1931 
Date Surplus Tota l 

Name of Bank Ci ty Stat e closed Capital & p r o f i t s depos i t s 

D i s t r i c t No. 10 
GfWron Trust Co. Cameron Kb. Jan . 31 100,000 71,000 538,000 
S t a t e Bank of Paxico Paxico Kans. Feb. 2 16,000 21,000 175,000 

H i s t r i o t No. 11 
• F i r s t National Bank Irene Texas Feb. 3 25,000 6,000 177,000 
•American National Bank P a r i s i» " 5 150,000 181,000 1,382,000 

D i s t r i c t No. 12 
^Aurora S t a t e Bank Aurora Oreg. Feb. 5 25,000 5,000 365,000 

Date 
CLOSED BANKS REOPENED s Opened 

D i s t r i c t No. 6 
Mechanics S t a t e Bank McComb Miss. 1—21—51 75,000 27,000 2- 4-31 

D i s t r i c t No. 8 
•Bank of Marvel! Marveil Ark. 1 - 2-31 50,000 26,000 1-31-31 
Bank of Oxford Oxford M 11-19-30 10,000 4,000 2— 2—31 
Merchants & P l an t e r s 

Bank & Trust Co. Arkadelphia II 12-20-30 75,000 24,000 2 - 2-31 
.Corinth S t a t e Bank Corinth Hiss . 12-26-30 50,000 13,000 1-30-31 
.American Exchange Bank Lesl ie Ark. 12-17-30 15,000 2,000 2 - 3-31 
Sta$e Bank of Decatur Decatur ii 1-27-31 10,000 . 4,000 2- 5-31 
Bank of Ethel E the l Miss. 12-26-30 10,000 8,000 2— 5—31 
Bank of Winona WiriOna. ii 1-10-31 50,000 44,000 2— 5—31 

. Exchange Bank & Tr . Co. Dermott Ark. 11-19-30 75,000 25,000 2- 5-31 
(reopened under new char t e r ) 

Formers & Merchants 
Sta te Bank Green Fores t " 12-18-30 10,000 9,000 2 - 5-31 
(reopened under new char te r and name of Ci t izens S t a t e Bank) 

Vic tor ia Bank Strong Ark. 11-19-30 25,000 15,000 2 - 5-31 
(reopened under new char te r and t i t l e of Ci t izens Bank) 
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(For c o n f i d e n t i a l Use 0nly 
Member tanks i nd i ca t ed "by an a s t e r i s k ' ( • ) . 

subjec t t o cor rec t ion) 

Date surp lus Total 
Name of Bank City Sta te closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 3 
Henry Muller & Co. Phi ladelphia Pa. Jan . 23 (p r iva te bank - no f i gu re s ) 
Ebensburg Trust Co. Ebensburg Pa. Feb. 10 125,000 79,000 1,020,000 

D i s t r i c t No. 4 
G1 ouster S t a t e Bank Glouster Ohio Feb. 9 50,000 25,000 800,000 

• F i r s t S ta te Bank Newton F a l l s M 9 125,000 87,000 1,927,000 
• F i r s t National Bank Republic Pa. n 11 50,000 28,000 302,000 
• F i r s t National Bank Fairchance H tt 13 25,000 74,000 502,000 

D i s t r i c t No, 6 
American Banking Corpn, Vienna Ga. P e t . 9 75,000 16,000 149,000 
Bank of Luverne Luverne Ala. t t 13 50,000 43,000 254,000 
Peoples Bank Dixon Springs.Tenn. t t 13 20,000 3,000 116,000 

D i s t r i c t No. 8 
Bank of Phebo, Pheba Miss. Dec * 18 15,000 3,000 38,000 

• F i r s t National Bank Cowgill Mb. Pet* 10 35,000 41,000 165*000 
Oo l i t i c S ta te Bank Oo l i t i c Ind. tt 10 25,000 2,000 81,000 
Merchants & Farmers Bk. S t a r k v i l l e Miss. i t 12 25,000 52,000 811,000 

D i s t r i c t No. 10 
Trimble S t a t e Bank Trimble Mb. Feb. 10 10,000 1,000 82,000 
Home Savings Bank Columbus Nebr. tt 10 12,000 3,000 159,000 
Columbus S t a t e Bank M t r if 12 75,000 13,000 682,000 

D i s t r i c t N o . 1 2 
Malheur County Bank Nyssa Or eg. Feb. 9 25,000 53,000 401,000 
S ta te Bank of Hubbard Hubbard t t t t 10 10,000 5,000 191,000 

• F i r s t Not ional Bank Redmond t t it 11 25,000 3,000 385,000 

- CLOSED BANKS REOPENED : Date opei 
D i s t r i c t No. 8 

People s Savings Bank S t a r k v i l l e 1-16-31 25,000 52,000 2- 3-31 
Bank of Blue Mountain Blue Mountain,$&ss. 1 - 2-31 20,000 17,000 2 - 9-31 
Ashland Branch Bank Ashland 1 - 2--31 10,000 9,000 2 - 9-31 

(branch of Bank of Blue Mountain) 
•Greenwood Bank & Tr.Co. Greenwood I#8S. 12-20-50 200,000 107,000 2—10—31 
• F i r s t National Bank B ly thev i l l e 12- 1-30 150,000 36,000 2-11-31 

Timewell S t a t e Bank Timewell in. 11-17-30 25,000 20,000 2-13-31 
Securi ty Bk & Tr . Co. Paragou.14 Ark. 11-12-30 100,000 62,000 2-11-31 
Ci t izens Bk & Tr . Co. Marks Miss. (1-17-31 repor ted by Agent in e r ro r ) 

D i s t r i c t No. 9 
Secur i ty S t a t e Bank Goyville S.Dak. 12-11--30 25,000 34,000 2-11-31 

(reorganized and reopened) 1 
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X-3962 
BANKS REPORTED CLOSED | - • • / 

WEEK ENDED FEBRUARY, 20, 1951 r ^ 
(For c o n f i d e n t i a l use only - subjec t to cor rec t ion) 

Member banks indica ted "by an ( * ) . 

Date Surplus Total 
Name of Bank City Sta te closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 4 
Canton Bank Canton Ohio Feb. 16 

(successor to Canton Bank & Trust Co., t # ' • 4 • • 250,000 90,000 2,629,000 
Dresden S ta te Bank Dresden Ohio Feb. 17 25,000 18,000 259,000 

D i s t r i c t No. 5 
N a t i o n a l Bank of Thurmond W . Va. Feb. 14 50,000 35,000 316,000 
•Bonk of Woodruff Woodruff S. c . « 20 78,000 18,000 281,000 

District No. 6 
Bank of Gerster Gerster Mb. Feb. 16 10,000 6,000 50,000 

D i s t r i c t No. 7 
S t a t e Bank of Goshen Goshen Ind. Feb. 14 100,000 18,000 740,000 
Farmers Bank Elk Horn Iowa Jan . 29 20,000 35,000 800,000 
Secur i ty Savings Bank Greeley Iowa Feb. 18 15,000 15,000 149,000 
Novak & S t e i s k a l 

149,000 

Sta te Bank Chicago 111. Feb. 20 200,000 113,000 942,000 
Farmers & Merchants 

. / 

Stat e Bank Casnovia Mich. Feb. 20 20,000 7,000 245,000 
Sheboygan County 

lAitual Savings Bank Sheboygan Wibc. Feb. 20 2,000 420,000 

D i s t r i c t No. 8 
Elm Springs S t a t e Bk. Elm Springs Ark. Feb. 7 10,000 4,000 66,000 
Cit izens Stake Bank Osceola m . •i 13 10,000 6,000 194,000 
Home Trust Co. P e r r y v i l l e llo. II 14 50,000 24,000 211,000 
Bank of Gerster Gerster Mo. II 16 10,000 6,000 50,000 
Farmers Bank Ash Grove Mo. II 16 20,000 14,000 133,000 
Bank of Noble Noble 111. •f , 19 25,000 1,000 90,000 

District No. 9 
Danube Sta te Bank Danube Minn. Feb. 14 25,000 5,000 161,000 

D i s t r i c t No. 10 
Kipp State Bank Kipp Kans. Feb. 18 10,000 5,000 58,000 

D i s t r i c t No.. 11 
S ta te Bank & Tr . Co. Bonham Texas Feb. 18 200,000 59,000 945,000 
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BANKS REPORTED R3QPMED 
Member banks indicated, by an a s t e r i s k ( • ) . Week ended February 20, 1931. 

• . Date Surplus Date 
. Nome of Bonk State closed Capit a l & p r o f i t s opened 

D i s t r i c t No. 5 
Bank of liars Hi l l Mars H i l l N. C. 12-15-30 15,000 19,000 1-26-31 
Bank of Dallas Dal las tl 12-16-30 20,000 28,000 1-22-31 
Bank of Clyde Clyde tl 12-16-30 11,000 14,000 2- 5-31 
Bank of Severn Severn ft 12-31-30 20,000 5,000 2.— 6—31 
Swannanoa Bk & Tr. Co. Swannanoa It 12-16-30 20,000 9,000 2-11-31 
Clay County Bank Hayesvil le It . 11-22-30 10,000 1,000 2-14-31 

D i s t r i c t No. 6 
• F i r s t National Bank McComb City Miss. 1-21-31 50,000 41,000 2—12—31 

D i s t r i c t No. 8 
Peoples Bank Water Valley,Miss, 1-10-31 40,000 19,000 2-14^31 
Bank o f Alpena Alpena Pass Ark. 12-17-30 10,000 1,000 2-16-31 
Bank of North Arkansas Everton tl 12-17-30 10,000 2,000 2-16-31 
Ci t izens Bk & Tr . Co. Harrison It 12-17-30 100,000 28,000 2-16-31 
Bank of Lead Hi l l Lead Hi l l Tf 12-17-30 10,000 1,000 2-16-31 

(Above Arkansas banks belong to : I CO %
 y chain) 

• F i r s t National Bank Pontotoc Miss. 1— 2—31 125,000 37,000 2-17-31 
Peoples Bank Okolonr. Ark. 12—16—30 10,000 2,000 2-19-31 

D i s t r i c t No. 9 
Langford S t a t e Bank Laqgford S .Dck. 1 - 2-31 15,000 29,000 2-18-31 

B-Lstrict No. 10 
Guide Rock S ta t e Bank Guide Rock Nebr. 12- 5-30 15,000 16,000 2-12-31 
Center S ta te Bank Center M 10-21-30 10,000 9,000 2-18-31 
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1-3962 
BANKS REPORTED CLOSED 

WEEK ENDED FEBRUARY 2 7 / 1 9 3 1 j, 4 4 
(For con f iden t i a l use ottly subject t o cor rec t ion) 

Member tanks ind ica ted by an a s t e r i s k ( • ) . 
Date > Surplus Total 

Name of Bank Ci ty S ta t e closed Capi ta l It p r o f i t s deposi ts 

D i s t r i c t No. 3 
Union Bonk Altoona Pa. Feb. 24 200,000 243,000 2,055,000 
Mountain City Trust CO. " ft it 27 163,000 379,000 2,047,000 

D i s t r i c t No. 4 
•National Bank of Toronto Ohio Feb. 21 100,000 82,000 1,115,000 
Peoples Com*l Bank Be l i e fon ta ine " ft 24 125,000 42,000 1,452,000 
Rosevi l ie S ta t e Bank Rosevi l le It ft 24 25,000 9,000 408,000 

• F i r s t National Bank Stone Ky» tl 25 50,000 18,000 502,000 
''Lincoln National Bank Ave 11a Pa. 26 100,000 54,000 872,000 

D i s t r i c t No. 6 
Bank of Loudon Loudon Tenn. Feb. 24 32,000 53,000 280,000 
Cit izens Bank Daisy n tt 24 10,000 — — 45,000 

• F i r s t National Bank La Pine Ala. tt 24 25,000 21,000 118,000 

D i s t r i c t No. 7 
S ta te Bank of Kimmell Kiimell Ind. Feb. 21 25,000 5,000 61,000 

D i s t r i c t No. 8 
• F i r s t S t a t e Bank Palmyra 111. Feb. 24 25,000 16,000 255,000 

D i s t r i c t No. 10 
Gower Bank Gower Mo. Feb. 24 25,000 7,000 62,000 
Niwot S t a t e Bank Niwot Colo. M 25 10,000 4,000 100,000 

D i s t r i c t No. 11 
Eayo's Money Exchange Bank, 

San Antonio ,Texas Feb. 26 (no f i g u r e s ava i l ab le ) 

D i s t r i c t No. 12 
Farmers S t a t e Bank Independence,Or eg. Feb. 20 25,000 4,000 261,000 

CLOSED B»NKS REOPENED: Date open 
D i s t r i c t No. 5 

Elm City Bank Elm City N. C. 1 - 2--31 20,000 33,000 2—26—31 
D i s t r i c t No. 7 

Badger S t a t e Bank Cassvi l le Wis. 4-17 -30 30,000 11,000 2-24-31 
D i s t r i c t No. 8 

Cairroll County Bank Car ro l l ton Miss. 2— 5 -31 15,000 5,000 2—26—31 
Peoples Bk & Tr. Co. N.Carrol l ton " 12-26 -30 25,000 24,000 2-26-31 

D i s t r i c t No* 11 
• F i r s t National Bank I rene Texas 2 - 3 -31 25,000 6,000 2-24-31 
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X-3962 

4 5 
(For c o n f i d e n t i a l use ohly - sutge6t t b co r rec t ion) 

Member banks ind ica ted lay an a s t e r i s k ( • ) . 

Name of Bank Ci ty S t a t e 
Date 

closed 
. . t • . . ^ v:.. . . . . '• M 

Capital 
Surplus 

& p r o f i t s 
Total 

deposits 

D i s t r i c t No* 4 
•Coolv i l le National 

Bank Coolvi l le Ohio m i 28 25,000 19,000 336,000 
Sun Savings Bank Ris ing Sun 'V Mb* 4 2 25,000 155,000 

•Ci t izens Nat. Bank Wilmington " tot 5 100,000 65,000 825,000 

D i s t r i c t No. 6 
Partners Bank Cotton Port La. Feb. 14 35,000 11,000 136,000 
Calhoun Bank Calhoun Tenn. Feb. 28 25,000 5,000 43,000 

D i s t r i c t No. 7 
Farmers Bonk Davis City Iowa Feb. 28 10,000 1,000 112,000 
Farmers Bank Bearing « l iar . 2 25,000 5,000 300,000 
Ceder County S ta te 

Bank Tipton n Abr. 4 50,000 5,000 441,000 
Fountain-Parke 

S t a t e Bonk Kingman Ind. l iar. 6 25,000 10,000 203,000 

D i s t r i c t No. 9 
Merchants & Farmers 

Bank & Trust Co. Lexington Miss. Feb. 28 100,000 165,000 2,210,000 
OofflBerolal S t a t e Bk Gtoodmen ft « 28 15,000 12,000 125,000 
Bank of West West tt tt 28 20,000 9,000 188,000 
Bunk of S turg i s S tu rg i s Ky. Dec. 16 15,000 17,000 432,000 
Chalybeate Bank Chalybeate Kiss . l iar . 6 10,000 8,000 186,000 
Bank of Falkner Falkner it tt 6 10,000 3,000 101,000 
Bank of Ripley Ripley »» It 6 50,000 24,000 876,000 

d i s t r i c t No. 9 
Dakota S ta te Bank Bonesteel S.D«k. Mar. 2 25,000 3,000 233,000 
F i r s t S ta te Bank Signer it tt M 2 50,000 35,000 404,000 

CLOSED Bi.NES R30PBNED: Date opei 
D i s t r i c t No. 2 

Centr a l - F a i r f i e Id Nor walk Conn. 12- 1-30 200,000 203,000 2-20-31 
Trust Co.(reopened under t i t l e of Merchants Bank & Trust Go. - same char te r ! 

D i s t r i c t No. 8 
Bonk of S turg i s S tu rg i s Ky. 12-16-30 

D i s t r i c t No. 9 
Guaranty S t a t e Bank Eureka S.Dak. 11-^9-30 

15,000 17,000 3 - 3 - 3 1 

25,000 83,000 3- 4-31 
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X-3962 

P 4 6 

. , Date Surplus Total 
MHpae of Bank City S ta t e closed, Capital & p r o f i t s depos i t s 

District No, 2 , 
• f i r s t National Bank Rouses Point N. T. Max. 11 50,000 90,000 698,000 
• f i r s t National Bank Champlain N. Y. " 11 100,000 215,000 1,300,000 

D i s t r i c t No. 5 
Bank of Whi tevi l le Whi tevi l le N. C. Itex . 10 30,000 16,000 850,000 
•with "branch a t : Tabor tt 

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

Cit izens Savings Bank,Magnolia Miss. Oct. 2 15,000 33,000 373,000 

Di@Wot No. 7 
%&rta S t a t e Bank Cromwell Ind. m&r. 6 27,000 9,000 175,000 
tiwmsrs Svgs.Bank Minden Iowa tt 9 50,000 5,000 520,000 
farmers & Merchants 

Savings Bank Eldon Iowa Mar. 9 25,000 5,000 140,000 
Davis Trust Co. B raz i l Ind. tt 10 50,000 30,000 484,000 
S h e r r i l l Svgs.Bank S h e r r i l l Iowa tt 10 25,000 13,000 510,000 
Farmers Sta te Bank P o t t e r v i l l e Mich. tt 10 20,000 5,000 105,000 

•F i r s t National Bank Veedershurg Ind. tt 11 35,000 13,000 223,000 
, farmers S ta te Bank Wawaka M ti 11 25,000 3,000 71,000 

S ta t e Bank of Dows Dows Iowa tt 12 50,000 13,000 670,000 
American S t a t e Bank Ferndale Mich. tt 13 100,000 56,000 1,763,000 
American S t a t e Batik Wyandotte it tt 13 (no f igure# ava i l ab l e ) 
S ta te Savings Bank Melvindale M tt 13 50,000 44,000 740,000 
S t a t e Savings Bank Lincoln Park tt tt 13 50*000 42,000 1,133,000 
S ta t e Bank of West Point 111.. tt 13 26,000 3,000 153,000 

D i s t r i c t No. 8 
Bank of Halltown Halltoum Mb. Mar. 6 10,000 9,000 29,000 
Bingham S ta t e Bank Bingham 111. tt 11 25,000 3,000 42,000 
S&llis Bank S a l l i s Miss. Nov. 20 10,000 2,000 166,000 
farmers Bank Norborne Mo. Mar. 12 100,000 12,000 351,000 

D i s t r i c t No. 9 
f i r s t S ta t e Bank Lewiston Minn. Mar# 7 40,000 23,000 675,000 
farmers S t a t e Bank Eapidan, ft tt 7 10,000 5,000 218,000 
farmers S ta t e Bank Stockton 11 it 7 15,000 3,000 179,000 
S t a t e Bank of Bound Lake it tt 9 10,000 11,000 254,000 

•Secur i ty Nat. Bank Hope NeDak. / 1 1 13 25,000 6,000 166,000 

D i s t r i c t No. 10 
farmers Bank Ouitman Mo. i k r . 9 15,000 — . — 26,000 
Schel l City Bank # h e l l City n it 9 20,000 14,000 121,000 
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Member tanks ind ica ted "by an a s t e r i s k ( • ) I 

X-3962 

Week ended ligrch 13, 1931. 

Neune of Bank 
Date Surplus Total 

City gtofce closed Capi ta l & p r o f i t s deposi ts 

M e t r i c t No. 11 
*#tteene National Bank Athens 
•Stossom National Bank Blossom 

D i s t r i c t No. 12 

Texas 
n 

Ear. 9 
M 11 

50,000 
30,000 

Grand View S ta t e Bank Grand View Idaho Mar. 9 10,000 

25,000 400,000 
5,000 130,000 

5,000 50,000 

CLOSED BANKS BB0PBMBD: 
D i s t r i c t No. 5 

D i s t r i c t No. 8 
Por tagev i i l e Bank 
Peoples Bank 
Merchants & Far.Bank 
Merchants & Far.Bank 
Bank of Kilmichael 
Peoples Bank 

Po r t agev i l l e , Mo. 
J ones to veil K i s s . 
Vardaman " 
Ecru " 
Kilmichael " 
Weir " 

12- 1-30 
12-31-30 
1—10—31 
1-10-31 
1-10-31 
1-20-31 

20,000 
10,000 
10,000 
10,000 
25,000 
10,000 

30,000 
13,000 
6,000 
3,000 

10,000 
10,000 

Date 
opened 

Bonk of Aulander Aulander N. C. 12-16-30 80,000 23,000 2-13-31 
Btsik of Candor Candor tl 1 - 2-31 25,000 10,000 2-25-31 

• f i r s t National Bank G:.8 t e n i a ft 12-16-30 500,000 524,000 3—12—31 
Bank of Murphy lairphy $1 11-22-30 30,000 19,000 3 - 2-31 

d i s t r i c t No. 6 
Cit izens Svgs. Bank 15agnolia Miss. 10- 2-30 15,000 33,000 2—28—31 
Bank of Walnut Grove Walnut Grove " 12-30-30 10,000 6,000 2-28-31 
McComb Svgs. Bonk 

& Tr^st Co. 133 Comb l i l S S . 1-21-31 35,000 17,000 2-12-31 
Bank of Lena Lena II 12-30-30 12,000 3,000 2-21-31 

D i s t r i c t No. 7 
Ci t izens S ta t e Bank Denver Ind. 1-31-31 25,000 3,000 3-12-31 

(reopened as C i t i zens Bank) 

3 - 7-31 
3-10-31 
3-10-31 
3-10-31 
3-10-31 
1-21-31 
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X-3962 

(For c o n f i d e n t i a l U.3* only - sub jec t to co r rec t ion) 

% # e r tanks indicated "by an a s t e r i s k ( * ) . , . - . 
Date Surplus Total 

Name of Ba,nk Ci ty S t a t e closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 1 
Indus t r i a l Bank & 

Trust Co. Boston Mass. Maf. 19 200,000 35,000 2,312,000 

D i s t r i c t No. 2 
World Exchange Bank, New York N. Y. Mar. 20 500,000 325,000 1 ,722,000 

D i s t r i c t No. 3 
Plaza Trust Co. Phi lade lphia Pa. Mar. 18 641,000 160,000 765,000 

D i s t r i c t No. 4 
Barion Svgs. Bank Co. Marion Ohio Mar. 14 50,000 22,000 460*000 
Secw i t y Savings Bank Akron 11 u 17 125,000 9,000 814,000 

s Fi*S t Bempel Nat .Bank Logan II It 20 100,000 55,000 1,220,000 

D i s t r i c t No. 5 
•F i r s t National Bank Worthington W. Va. Mar. 18 30,000 31,000 327,000 

D i s t r i c t No. 7 
Huxley Savings Bank Huxley Iowa Mar. 14 15,000 6,000 122,000 
Fanners S t a t e Bank Pat on it •t 16 25,000 4,000 208,000 
Ferndale S t a t e Bank Ferndale Mich. t l 16 100,000 25,000 895,000 
Melvin Sta t e Bank Melvin 111. tl 16 25,000 5,000 104,000 
Berkley S t a t e Bank Berkley Mch . ft 18 25,000 9,000 226,000 
Peoples S t a t e Trust 

& Savings Bank Pontiac Mich. Mar. 18 400,000 150,000 2,280,000 
S ta t e Bank of Aiden Aid en Iowa n 19 35,000 12,000 425,000 
Lochmoor S t a t e Bonk Lochmoor Mich. tt 19 30,000 7,000 384,000 
Bank of P e n f i e l d Penf ie ld I l l . it 20 25,000 3,000 72,000 

D i s t r i c t No. 8 
Farmers & Merchants Bk Decker Ind. Mar. 16 25,000 15,000 137,000 

D i s t r i c t No* 11 
•Ci ty National Bank Temple Texas Mar. 17 200,000 18,000 999,000 

Closed &mks Reopened; Date oper 
D i s t r i c t No. 5 

Bank of Weldon Weldon N. C. 12-15-30 25,000 63,000 3-16-31 
D i s t r i c t No. 7 

S t a t e Bank of Orangevil le 111. 1-26-31 35,000 19,000 3-16-31 
# # # »<>< 8 

Cires Wood S ta t e Bank Crestwood By- 11-21-30 15,000 8,000 3-16-31 
Ci t izens S t a t e Bank GOreville i n . 12- 3-30 25,000 6,000 3-10-31 
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BANKS REPORTED CLOSED 
WEEK ENDSD mRCH 27, 1931 

(For c o n f i d e n t i a l us? pnly •* subjec t to co r rec t ion) 
er 'banks indicated by on asterisk (*) * 

X-3962 

4 9 

-
Date Surplus Tota l 

None of Bank City S ta te Closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 3 
•F i r s t Nat ional Bank, Portage Pa. Mar . 24 60,000 127,000 963,000 

D i s t r i c t No. 4 
Ci t izens Bank Hamden Ohio Mar . 23 25,000 13,000 219,000 

• F i r s t National Bank Richwood n It 24 40,000 25,000 455,000 

D i s t r i c t No. 5 
Peoples Bank of 

Southhampton Courtland Va. Mar . 21 25,000 12,000 129,000 
•National Bank of Norton it »» 24 50,000 40,000 335,000 
Dickenson County Bk Clintwood ti n 26 100,000 56,000 902,000 

with branches at* Clinchco and Dante • 

D i s t r i c t No. 6 
Bank of Newton Co., Covington Ga. Mar . 23 70,000 13,000 320,000 

D i s t r i c t No. 7 
Farmers Excharge Bank.Prescott Mich. Mar . 21 15,000 18,000 120,000 
Exchange Bank S t . Joseph 111. ft 24 25,000 6,000 200,000 
Commercial Bank Mayville Mich. tt 24 (no f i g u r e s ava i l ab le ) 
Farmers S t a t e Bank Melrose Iowa it 25 30,000 8,000 375,000 
Lyndon S t a t e Bank Iyndon S t a . Wise. . H 25 20,000 12,000 330,000 
Farmers & Merchants 

Savings Bank Lovi l i a Iowa Mar. 26 15,000 8,000 300,000 

D i s t r i c t No. 9 
• F i r s t & Farmers Na-

t i o n a l Bank in Luverne Minn. Mar . 20 100,000 10,000 1,335,000 
Farmers S ta te Bank Bancroft S. Dak . D8c . 30 25,000 8,000 69,000 

D i s t r i c t No. 10 
•Central Nat ional Bank, Ellsworth Kan s . Ivlar . 25 100,000 50,000 1,116,000 

CLOSED BANKS REOPENED: Date open 
D i s t r i c t No. 7 

Clayton Bk & Tr. Co. Clayton Ind. 1-15-31 25,000 10,000 3—25—31 

D i s t r i c t No. 8 
Bank of Bruce Bruce Miss. 1-10-31 20,000 "6,000 3-16-31 
Far .& Kerch.State Bk Virden i l l . : 10- 1-30 85,000 22,000 3-20-31 

• F i r s t National Bank Dardanelle Ark. .1-19--31 25,000 7,000 3-21-31 
D i s t r i c t No. 9 

Far & March.State Bk Russel l Minn. 9—29—30 30,000 8,000 3-23-31 
Farmers S t a t e Bank Corsica S.Dak. 1-29-31 24,000 7,000 3-25-31 
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BANKS BEP0RT3D CLOSED 
WBBK ENDED APRIL 3 , 1931 

(For c o n f i d e n t i a l use only - subject t o cor rec t ion) 

Ifealber tanks ind ica ted by an a s t e r i s k (» ) . 

X-3962 

Name of Bank 
Date Surplus Total 

Name of Bank City S ta t e closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. & 
Pinetops Banking Co. Pinetops N. C. Apr , 3 50,000 59,000 308,000 

wi th branch a t Hookerton 

D i s t r i c t No. 6 
Abbeville S t a t e Bank Abbeville i.la * Mar.28 25,000 20,000 220,000 

•Ci t i sens Bk & Tr . Co. J e f f e r s o n Go,. " 30 95,000 20,000 51,000 
Bank of Granvi l le Granvi l le Tenn. " 28 15,000 9,000 69,000 
Bank of Green Back Green Back M n 21 25,000 11,000 162,000 
Bank of Ooltewah Ooltewah Ml M 18 20,000 9,000 95,000 

D i s t r i c t No. 7 
• F i r s t National Bank Rockwell Iowa Mar. 27 25,000 2,000 204,000 
S ta te Bank of Vforrensburg 111. " 28 25,000 13,000 142,000 
Columbia S ta te Svgs.Bk. Chicago it " 28 300,000 112,000 2,869,000 

•Austin National Bank n t» n 30 250,000 195,000 3,535,000 
• F i r s t National Bank Oak Park i i " 30 100,000 31,000 1,727,000 
Mellot t Bank Mellot t Ind. " 30 10,000 9,000 75,000 
F i r s t S ta te Bank Kanliua 111. " 31 25,000 17,000 311,000 
Ridgeway S t a t e Bank Chicago ft Apr. 1 200,000 44,000 934,000 
Cicero Trust & Svgs.Bk. Cicero t i n 2 200,000 155,000 2,478,000 
Hiteman Savings Bank Hiteman Iowa Ear.16 10,000 3,000 144,000 

D i s t r i c t No. 8 
Deputy S ta t e Bank Deputy Ind. Mar.27 25,000 1,000 65,000 
Baldwin Sta te Bank Baldwin 111. " 30 25,000 6,000 108,000 
Maben Home Bank Maben Miss. Jan.10 15,000 10,000 300,COO 
Bank of Stewart Stewart M " 5 10,000 5,000 76,00') 

D i s t r i c t No. 10 
Blanc a S ta te Bank Blanoa Colo. l iar . 31 , 10,000 4,000 78,000 

D i s t r i c t No. 11 
F i r s t S ta t e Bank Sikes La. Nov.24 15,000 mm mm 26,000 
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CLOSED BANKS REOPENED 

X-3962 

Member tjariks ind ica ted by an a s t e r i s k {*) 

Nome of Bank Ci ty 
Date Surplus Date 

S t a t e closed Capital & p r o f i t s opened 

D i s t r i c t No. 6 
S. Lemon Banking Co. Acworth 

D i a t r i c t No. I 

Oq.. 1 - 2-31 30,000 11,000 3-10-31 

American Stat e Sank S t . Bernice Ind. 1-20-31 25,000 1,000 2—27—31 
Farmers & Merchants 

Savings Bank Highland Ind. 2 - 4-31 25,000 13,000 2-27-31 
Cit izens S ta t e Bank C ar me 1 " 1-10-31 25,000 8,000 2-28-31 
Calumet Ci ty S ta te Bk Calumet City 111. 2 - 2-31 50,000 18,000 4 - 1-31 
Tobacco Exchange Bank Edgerton Wise. 5-20-30 20,000 78,000 3-30-31 
Avil la Stat e Bank Avi l la Ind. 1-12-31 25,000 9,000 3 - 7-31 

(reopened as t h e Community S t a t e Bank, new organizat ion) 

D i s t r i c t No. —•*— . 
• F i r s t National Bank in Harrison Ark. 12-16-30 25,000 46,000 2—20—31 

( res tored to solvency and so ld to a S ta t e banlc) 
Paol i S ta te Bank Paol i Ind. 11-24-30 40,000 12,000 3—26—31 
(member at time of c lo s ing ; membership discontinued 1 - 5-31) 
Ci t izens S t a t e Bank Orleans Ind. 11-28-30 30,000 13,000 3—18—31 
Farmers & Merchants 

S ta te Bank Cyprus I l l . 12-19-30 25,000 5,000 3-24-31 
Home Trust Co. P e r r y v i l l e Mo. 2-14-31 50,000 24,000 3-30-31 

•S ta te Svgs. Loan & 
P e r r y v i l l e 

Trust Co. Quincy I l l . 11-15-30 1,000,000 365,000 4 - 2-31 
Bank of Orawford Crawford Hiss . 12- 5-30 10,000 7,000 1 - 5-31 
Ci t izens Bank Sturg is >« 1-13-31 10,000 7,000 2-28-31 
Ca r t e rv i l l e S t a t e & 

Savings Bank C a r t e r v i l l e 111. 4-15-30 50,000 52,000 4— 2—3.1 

D i s t r i c t No. 9 
Ci t izens S t a t e Bank Kobridge S. Dak. 12-12-30 25,000 
(reopened as Ci t izens Bank & Trust Co.) 
Merchants S ta te Bank "Freeman S. Dak. 12-19-30 
Securi ty S ta te Bank Madison S. Dak, 12-19-30 
(reopened as Secur i ty Batik & Trust Co#) 

30,000 
30,000 

38,000 

11,000 
19,000 

M a t r i c t No. 10 
•Hartfdrd Natidnal Bank Har t ford Kans. 10* 3-30 25,000 

( res tored t o solvency and sold t o a Sta te tank) 

3 - 2-31 

3 - 2-3] 
3 - 2-91 

8,000 2-25-31 
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I : ' 

$ANKS REPORTED CLOSED 
•JK3K ENJSD uIRIL 10, 1951 

(For c o n f i d e n t i a l u s i ohiy - Subject to cor rec t ion) 

Member banks indica ted by an d i t e r i s k •(*). 

5 2 
X-3962 

Name of Bank City S t a t e 
Date 

closed Capi ta l 
Surplus 

& p r o f i t s 
Total 

depos i t s 

D i s t r i c t No. 2 
•Linden Nat. Bank 

& Trust Co. Linden 
Stake Bank of Linden 

• F i r s t National Bank Macedon 

D i s t r i c t No. 3 
•Second Nat. Bank 

D i s t r i c t No. 4 

Altoona 

N. J . 
N. J . 
N. Y. 

Pa. 

•Monongahela Nat.Bk Brownsville Pa . 

D i s t r i c t No. 7 
Fountain S t a t e Bk Fountain Ci ty , Ind. 
Bank of IBiir Muir 

D i s t r i c t No. 9 

Mich. 

• F i r s t National Bk Ivr.nhoe 
Barronett S ta te Bk Barronet t 

D i s t r i c t No. 10 
. . . . . ' , — : — 

Fanners & Merch-
an t s S ta te Bank Exeter 

Basse t t S t a t e Bank Basse t t 

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

D i s t r i c t No. 12 

Minn. 
Wis. 

Nebr. 
it 

Apr, 
M 

Apr, 

Apr. 

Apr. 
ii 

Apr. 
»» 

2 
2 
8 

Apr, 
it 

6 
6 

8 
8 

6 
7 

Texas Apr. 6 

250,000 
100,000 

25,000 

125,000 

100,000 

25,000 
10,000 

25,000 
10,000 

25,000 
25,000 

25,000 

•Bank of Commerce 

D i s t r i c t No. 5 
F«r.& Traders Bank Weaverville N. C. 
Bank of Le ices te r Leices ter " 
Bank of Bladen Clarkton " 
Polk County Bank 

& Trust Co. 
Ci t izens Bank 

& Trust Co. 
D i s t r i c t No. 8 

Side Sta te 
Savings Bank 

Poyspn S t a t e 
Savings Bank 

IfcSlwtin Meguiar 
Brjik & Tr . Co. 

D i s t r i c t No. 11 
t 4 i t y Na t iona lBk 

Oregon Ci ty Oreg. Apr. 10 200,000 

CLOSED BANKS REOPENED: 

Columbus 

Waynes v i l l e 

Quincy 

Payson 

Frankl in 

111. 

Temple 

Ky. 

Tex. 

12*15-30 
11-20-30 
12-27-30 

11-22-30 

11-20-30 

11-15-30 

11-17-30 

11-18-30 

3-17-31 
( turned back to d i r e c t o r s and; sold t o a S t a t e bank) 

18,000 
20,000 
15,000 

15,000 

50,000 

50,000 

25,000 

75,000 

200,000 

256,000 
48,000 
13,000 

788,000 

647,000 

3,000 
7,000 

10,000 
2,000 

2,000 
4,000 

20,000 

50,000 

27,000 
22,000 
32,000 

11,000 

45,000 

14,000 

9,000 

51,000 

18,000 

3,182,000 
669,000 
337,000 

3,494,000 

5,222,000 

103,000 
223,000 

357,000 
47,000 

170,000 
125,000 

287,000 

1,139,000 

Date open 

4 - 1 -31 
3-31-31 
3-13-31 

3-10-31 

3-30-31 

4 - 2-31 

4 - 2-31 

4 - 7-31 

4 - 3-31 

c n c o 
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X-3962? 5 

BANKS REPORTED CLOSED 
WEEK ENDED APRIL IT. l 4 3 l . 

(For c o n f i d e n t i a l use only - sub jec t to cor rec t ion) 

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

; Kame of Bank Ci ty S ta t e 
Date 

closed .Capital 
Surplus 

& p r o f i t s 
Total 

deposi ts 

D i s t r i c t No. 3 

*Woodlynne Nat. Bk. Woodlynne N. J . Apr. 11 50,000 .2,000 339,000 
Secur i ty T i t l e 

Apr. 

& Trust Co. Ph i lade lph ia Pa. Apr. 16 661,000 103,000 1,014,000 

D i s t r i c t No, 4 

Ci t izens Savings Bk. Salem Ohio Apr. 13 50,000 46,000 .1,015,000 
• F i r s t Nat . Bank Masontown Pa . Apr. 17 100,000 222,000 t2,032,000 

D i s t r i c t No* & 

Exchange Bank Newberry S. C. Apr.. 11 100,000 103,000 750,000 

D i s t r i c t No. 6 

Bank of For t layers . 
& Trust Co. For t Myers F l a . Apr. 16 100,000 132,000 1*049,000 

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

Seward S t a t e Bank Seward 111. Apr, 11 40,000 14,000 195,000 
Builders & Merchants 

Apr, 

Bk. & Trust Co. Chicago 111. Apr, 13 450,000 157,000 4,900,000 
Smlthf ie ld S t a t e 

Bk. Smi thf ie ld 111. Apr. 13 25,000 11,000 133,000 
Danbury S ta t e Bk. Danbury I a . Apr. 14 40j000 6,000 291,000 
S ta t e Savings Bk. Rowan I a . Apr. 15 36j000 9,000 200,000 
North Town S ta t e 

Apr. 

Bank Chicago I l l , Apr. 14 200,000 86,000 1,128,000 

D i s t r i c t No. 8 

F i r s t S t a t e Bank Willow H i l l 111, Apr. 15 1 15,000 1, 000 165,000 
Boulevard S t a t e 

Apr. 

Savings Bank Chicago H I , AP?. 16 200,000 39,000 1,233,000 
Lincoln Trust & 

H I , AP?. 

& Savings Bk. Chicago 111. Apr, 16 400,000 202,000 3,805,000 

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

F i r s t S t a t e Bank Ringl ing jPkla. Apr. 13 25,000 5,000 188,000 Digitized for FRASER 
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X-3962 
5 4 

— 2 — 

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

' Bate Surplus Total 
Name of Bank City S ta t e closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 11 

^Citizens Nat ional Bank Odessa Texas Apr. 14 50,000 19,000 579,000 

CLOSED BANKS REOPENED: 
" Date open 

D i s t r i c t No. 8 

Peoples Bank tmb6dtin Ark. 11-10-30 21,000 6,000 4-8-31 
Ci t izens Bank Y e l l v i l l e Ark. 12-17-30 30,000 10,000 4-6-31 

with branch: 
Marion County Bk. F l ipp in Ark. 12-17-30 — — <•» 4-6-31 

Merchants & Farmers Bk. 
S t a r k v i l l e Miss. 1 2-12-31 25,000 17,000 4-15-31 

Cof feev i l l e Bank C o f f e e v i l l e Miss. 1 - 8-31 24,000 24,000 4-17-31 
Commercial S t a t e Bk. Goodman Miss. 2—28—31 15,000 12,000 4-17-31 

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



BANKS REPORTED QLOSgD 
WEEK M M I M I I 2 4 , 1933, 

(For c o n f i d e n t i a l use ohly * iub jed t t o cor rec t ion) 

X-3962 

55 

Member t&qks Indicated by @a &»teyisk ( * ) . 
Date 

Name of Bank Ci ty S t a t e closed 
Surplus Total 

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

D i s t r i c t No. 4 
•Ci t izens National Bank Monessen Pa. Apr. 17 

.. t fo rmer ly i n l i q u i d a t i o n ; how insolvent) 
100,000 40,000 864,000 

Caldwell 
Jackson 

Ohio Apr. 
it 

18 
24 

60,000 
50,000 

51,000 706,000 
25,000 913,000 

•Noble County Nat . Bank 
Ci t izens Bank 

D i s t r i c t No. 5 
• F i r s t National Bank 
•National Bank of 
Farmers Bank 

d i s t r i c t No. 6 
•Central Nat. Bk & Tr Co S t . Petersburg, F l a . Apr. 17 300,000 298,000 2,675,000 

Kinston 
»» 

N. 0 . 
«» 

Apr. 
it 

Wakefield Va. 

21 
20 
22 

125,000 
120,000 
20,000 

77,000 1,411,000 
57,000 1,305,000 
30,000 212,000 

D i s t r i c t No. 7 
F o r t v i l l e S t a t e Bank 

, Memphis Bank 
F i r s t S t a t e Bank 

D i s t r i c t No. 8 
•F i r s t National Bank 

D i s t r i c t No. 9 
Bank <xf Elk Mound 

•F i r s t National Bank 
Amiret S ta te Bank 

D i s t r i c t No. 12 
Bank of Moroni 

D i s t . 

F o r t v i l l e 
Memphis 
Lyndon 

Waldron 

Elk Mound 
Tracy 
Amiret 

Ind. Apr. 17 
Mich. " 20 
111. " 22 

Ark. Apr. 20 

- 25,000 9,000 298,000 
(no f i g u r e s ava i l ab le ) 

25,000 1,000 77,000 

Wis. 
Minn. 

Apr. 17 
" 20 
" 20 

25,000 

25,000 
50,000 
10,000 

6,000 96,000 

3,000 
13,000 
12,000 

171,000 
640,000 
125,000 

Moroni Utah Apr. 23 

Closed Banks Reopened? 

25,000 15,000 136,000 

2 . * Linden Nat .Bk & Tr.Co.Linden 
(turned back t o d i r e c t o r s and 

6. Merch & P lan te r s Bk Camden 
6. Leake County Bank Carthage 
8. Bank of Falkner Falkner 
7. S ta te Bank of Lodi Lodi 
8. Bank of I tyr t le l^rr t le 
9 . Farmers S t a t e Bank Rapidan 

l l .*Athens National Bank Athens 

N. J . 4 - 2-31 250,000 
sold t o new assoc ia t ion) 

Date open 

256,000 4-15-31 

Ark. 
Mills • 
Mia 3. 
Wis. 
Miss. 
Minn. 
Texas 

1-30-31 
12-29-30 
3 - 6-31 
3—28—30 

12—30—30 
3 - 7-31 
3 - 9-31 

(turned back t o d i r e c t o r s and w i l l l i q u i d a t e ) 

50,000 
30,000 
10,000 
25,000 
15,000 
10,000 
50,000 

85,000 
35,000 
2,000 

20,000 
3,000 
5,000 

25,000 

3-12-31 
3-19-31 
3-24-31 
4-18-31 
4— 8—31 
4—18—31 
4-18-31 
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A-ovbti 

BANKS E M M M O CLOSED 
WEEK ENDED MAY 1 , 193L7 

(For con f iden t i a l use only *• subjec t t o co r rec t ion) 

56 

Name of Bank City S t a t e 
Date 

closed Capi ta l 
Surplus 

& p r o f i t s 
Total 

deposits 

D i s t r i c t No. 2. 
•Savona National Bank,Savona N, Y. Apr. 29 25,000 6,000 135,000 

D i s t r i c t No. 4 

•F i r s t Nat . Bank Millshoro Pa. Apr. 25 25,000 17,000 138,000 
•Old National City 

Bank Lima Ohio Apr. 28 300,000 74,000 2,922,000 

D i s t r i c t No. 5 
Bank of Warm Springs,Warm Springs,Va. Apr. 30 25,000 11,000 248,00( 
Farmers & Merchants 

Bank Kinston N. C. Apr. 30 48,000 52,000 708,Ov 

D i s t r i c t No. 6 

•La Grange Banking 
& Trust Co. La Grange Ga. Apr. 29 250,000 352,000 1,334,00 

D i s t r i c t No. 7 
Pecatonica S t a t e Bank, 

Pecatonica 111. Apr. 25 40,000 35,000 390,00 
Churchil1 & Wehber 1 

Bankers She l"by Mich. Apr. 27 23,000 5,000 — 

D i s t r i c t No. 9 
F i r s t S ta te Bank Cleveland Minn. Apr. 24 25,000 26,000 238,000 

• F i r s t Nat. Bank Brandt S. Dak. tl 27 25,000 7,000 175,00C 
State Bank of Akeley Minn. !t 24 10,000 5,000 82,000 
Augusta S t a t e Bank Augusta Wis. Tt 25 40,000 8,000 432,000 
State Bank of Viking Minn. rt 27 10,000 2,000 48,000 
Marshall S t a t e Bk Marshall it ft 29 65,000 15,000 682,000 

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

Butte Crested But te , Colo. Apr. 24 15,000 9,000 210,000 
Cit izens Bank Graham Mo. ii 28 20,000 4,000 106,000 
Wulfekuhler S ta t e 

Bank Leavenworth Kans. May 1 150,000 64,000 1,527,000 

D i s t r i c t No. 12 
•Central Bank Toppenish Wash. Apr. 22 50,000 13,000 294,00C 

Pis t . 
5 . Far.& March. Bk Stanley 
6. Bank of Mb Lain life Lain 
8. F i r s t S t a t e Bk Marshall 
8. Alma Sta te Bank Alma 

CLOSED BANKS REOPENED: 

N. C. 
Miss. 
Ark. 
111. 

12- 6—30 
12-22-30 
12-17-30 

1 - 2-31 

Date oper 
30,000 15,000 4 - 4-31 
15,000 15,000 4-22-31 
25,000 3,000 4-21-31 
15,000 1,000 4-17-31 Digitized for FRASER 
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BANKS 
W E E K E N D : 

o; CLOSKD 
8, 1931. 

X-3962 

r- 5 7 
(For c o n f i d e n t i a l lis a dri^y - subject to cor rec t ion) 

Member tanks indica ted "by an a s t e r i s k { • } . 

Name of Bank . C i ty 
Date Surplus Total 

S ta te closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 4 
• F i r s t Bank & Trust Co . , Washington; t Pa. May 4 600,000 736,000 5,380,000 
•Farmers Nat . Bank Hickory i i II 5 90,000 44,000 607,000 
Dees burg Bank Leesburg Ohio It 8 20,000 25,000 — - -

D i s t r i c t No> 5 
Bank of Jdnes Trenton N. C. May 2 15,000 9,000 96,000 
Bank of Dungannon Dungannon Va. It 2 25,000 11,000 123,000 
Bank of Gr i f ton Gr i f ton N. C. ft 5 44,000 , 3,000 54,000 

D i s t r i c t No. 6 
Macon County Bank Tuskegee Ala. May. 7 65,000 79,000 446,000 

D i s t r i c t No. 7 
Farmers Trust Co. Indianapol is Ind. May 4 300,000 260,000 868,000 
Farmers Savings Bank Allendorf Iowa 11 4 12,000 1,000 74,000 

•Com'l Nat. Bank Essex !t ft 4 50,000 27,000 244,000 
•F i r s t National Bank Pomeroy It ft 4 40,000 20,000 216,000 
• F i r s t Not. Bk.& Tr .Co. .Pa r i s 111. tl 4 150,000 79,000 942,000 

(placed in v o l . l i q u i d a t i o n 3-27-31; declared insolvent 5-4-31) 
Farmers Sta te Bank Breda Iowa May 6 25,000 10,000 296,000 
Farmers S ta t e Bank P r i n c e v i l l e 111. it 6 25,000 32,000 266,000 
Martensdale Bank Martensdale Iowa 9-23-30 6,000 — — 70,000 
(not previously repor ted) 

•Secur i ty National Bk. Milford Iowa May 7 50,000 26,000 305,000 

D i s t r i c t No. 8 • 

Formers Sta te Bank Bolivar Mb. Mny 5 30,000 2,000 148,000 

D i s t r i c t No. 9 
•Sta te Bank of Madelia Madelia Minn. May 5 50,000 18,000 531,000 
New Munich S t a t e Bank 

I I n it 8 12,000 2,000 122,000 

D i s t r i c t No. 10 
•Montgomery Co.Nat.Bk. Cherryvale Kens. May 4 50,000 1,000 300,000 

D i s t r i c t No. 11 
Dilworth Bank Gonzales Texas May 4 (p r iva te bank - no f i g u r e s ) 
FOJT.& Merch .S ta te Bk Yoakum 1* it 7 50,000 3,000 272,000 

D i s t r i c t No. 12 
• F i r s t National Bank Terra Bel la 
S ta te Bank of Buckley Buckley 

D i s t . 

Cal if .May-
Wash. " 

REOPENED! 

4 
4 

25,000 
25,000 

5 . Bank of Frankl in Frenkl in N. C. 12-16-30 50,000 
8. • F i r s t Nat . Bank Green Forest Ark. 12-18-30 25,000 

( res to red to solvency and sold to new organizat ion) 

6,000 
28,000 

55,000 
16,000 

157,000 
371,000 

Date open 
4—29—31 
5 - 2-31 
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X-3962 
a R#06TBD OLOSED mx 15, 1931 

(For c o n f i d e n t i a l ti^e only - sub jec t t o cor rec t ion) 

Date Surplus Total 
Warn of Bank City S ta te closed Capi ta l & p r o f i t s deposit! 

D i s t r i c t No. 3 I I 1 I Kahaffey Pa. May 1 3 5 0 , 0 0 0 4 7 , 0 0 0 6 7 4 , 0 0 0 

Suburban T i t l e & Tr.Go. Upper Darby it tt 9 5 0 0 , 0 0 0 4 6 4 , 0 0 0 4 , 0 0 6 , 0 0 0 
Carbondale Miners & 

Mechanics Svgs. Bank Carbondale it ft 1 2 1 0 0 , 0 0 0 1 , 0 5 4 , 0 0 0 3 , 9 8 9 , 0 0 0 
Haverford Township T i t l e . 

& Trust Co., Brookline,Upper Darby, it It 1 3 1 2 5 , 0 0 0 1 1 , 0 0 0 4 1 1 , 0 0 0 
*Overbrook National Bank Phi ladelphia it It 1 6 5 0 0 , 0 0 0 1 9 0 , 0 0 0 3 , 1 3 1 , 0 0 0 
d i s t r i c t No, 4 

Cummings Trust Co* Car ro l l ton Ohio May 9 1 5 0 , 0 0 0 2 8 1 , 0 0 0 1 , 4 5 1 , 0 0 0 

d i s t r i c t No. 6 
"Beyer-Kiser Bank Miami F l a . May 1 2 1 2 5 , 0 0 0 2 8 , 0 0 0 1 8 5 , 0 0 0 

Dis t r i c t No. 7 
- iieyer-Kis er Bank Indianapol is Ind. May 1 1 3 0 0 , 0 0 0 4 2 6 , 0 0 0 2 , 0 6 8 , 0 0 0 
•Albany Park Nat . Bank 

& Trust Co. Chicago 1 1 1 . ft 1 4 3 0 0 , 0 0 0 8 0 , 0 0 0 3 , 1 5 5 , 0 0 0 
Humboldt S ta t e Bank ft tt ft 1 4 5 0 0 , 0 0 0 2 2 6 , 0 0 0 3 , 4 0 6 , 0 0 0 
Second Humboldt S t a t e Bk " it ft 1 4 1 0 0 , 0 0 0 2 6 , 0 0 0 6 6 0 , 0 0 0 
Bank of Leonidas Leonidas Mch . tt 1 4 (no f i g u r e s ava i l ab l e ) 

D i s t r i c t No. 8 
- Iddtuai Standard Bank Louisv i l l e Ky. M a y 1 1 1 0 0 , 0 0 0 1 8 , 0 0 0 5 7 3 , 0 0 0 
. 3»nk of Loose Greek Loose Creek Mo. tt 1 1 1 0 , 0 0 0 1 0 , 0 0 0 7 7 , 0 0 0 

% r a y Banking Co. Luray Tenn. it 1 3 7 , 5 0 0 2 , 0 0 0 1 2 7 , 0 0 0 

D i s t r i c t No. 9 
1 

^#»nk of Canby Canby Mnn. M a y 9 1 0 0 , 0 0 0 2 5 , 0 0 0 9 5 3 , 0 0 0 
Sta te Bank of Carpenter S.Dak. it 9 1 5 , 0 0 0 1 , 0 0 0 8 5 , 0 0 0 
F i r s t Secur i ty Bank Raleigh N.Dak. it 8 1 0 , 0 0 0 5 , 0 0 0 4 2 , 0 0 0 

^Peoples Nat ional Bank Shakopee Minn. it 1 2 2 5 , 0 0 0 8 , 0 0 0 2 8 0 , 0 0 0 
T%nk of Dawson Dawson tt it 1 3 5 0 , 0 0 0 8 , 0 0 0 6 2 0 , 0 0 0 
• F i r s t Nat ional Bank Dawson tt it 1 4 3 0 , 0 0 0 2 , 0 0 0 2 8 1 , 0 0 0 
Far . & Merch. S ta te Bk. Oklee tt it 1 4 1 0 , 0 0 0 7 , 0 0 0 1 6 4 , 0 0 0 

REOPENEDt Date 
opened 

D i s t r i c t No. 7 
®rust & Savings Bank Rensselaer Ind. 12-16-30 100,000 38,000 4-25-31 

D i s t r i c t No. 8 
• f i r s t National Bank 41,000 5- 4-31 Cowgill lib. 2-10-31 35,000 

( turned tack t o d i r e c t o r s and sold t o F i r s t National Bank i n Cowgill, a new 
organ iza t ion) . 

Digitized for FRASER 
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. »- ifi • i.tifc 

BAMS EEPOBTED CLOSED 
VflDgK ENDED W 22, 1931 

(For c o n f i d e n t i a l u i e only - subject t o co r rec t ion ) • f 
Member banks indicated, "by an a s t e r i s k (» ) . 

Name of Bank c i t y S ta te closed Capi ta l 
Surplus 

& p r o f i t 8 

X-3962 

5 9 

(Dotal 
deposi ts 

D i s t r i c t No. 3 
• F i r s t Nat ional Bank Irvona 

D i s t r i c t No. 4 
•Ci t izens National Bank Warren 
Conewango Trust Co. " 

D i s t r i c t No. 5 
Bank of Gray Court 
Bank of Grundy, Inc . 
Farmers Bank 

Pa. May 19 

Pa. 
n 

May 18 
« 30 

Gray Court S. C. May 12 
Grundy Va. " 18 
Belhaven N. C. 

" 1 8 
" 21 

Rayne La. 
Lumber City Ga. 

D i s t r i c t No. 6 
Commercial Bank 
Far .& Merchants Bank 

D i s t r i c t No. 7 
Bonaparte S t a t e Bank Bonaparte Iowa 
Montrose Tr.& Svgs.Bank Chicago 111* 

• F i r s t Nat ional Bank Fowler Ind. 

Apr. 4 
May 21 

May 20 
" 2 1 
" 2 2 

D i s t r i c t No. 8 
Beokman Sta te Bank 

D i s t r i c t No. 9 
• F i r s t National Bank 

D i s t r i c t No. 10 
Farmer3 & ISsrohants 

S ta te Bank 
•F i r s t National Bank 
S ta te Bank of Bee 

Ferdinand Ind. May 21 

Crary 

Kinsley 
Hoiton 
Bee 

D i s t r i c t No. 11 
•Cit izens National Bank Blooming 

Grove 

D i s t r i c t No. 12 
•Farmers National Bank Pomeroy 

N .Dak. May 18 

Kans. May 18 
" " 1 8 

Nebr. " 22 

Texas May 22 

25,000 

125,000 
100,000 

25,000 
75,000 
30,000 

50,000 
15,000 

25,000 
100,000 

75,000 

25,000 

25,000 

20,000 
50,000 
10,000 

50,000 

Wash. May 16 50,000 

CLOSED BANKS REOPENED» 
D i s t r i c t No. 7 

S t a t e Savings Bank Melvindale luich. 3—13—31 50,000 
" (reopened as the Ifelvindale S t a t e B*nk) 
Peoples S t a t e Bank Berne Ind. 5- 7-30 60,000 

32,000 404,000 

49,000 
335,000 

26,000 
41,000 
13,000 

115,000 
2,000 

14,000 
17,000 
16,000 

22,000 

22,000 
32,000 
12,000 

20,000 

19,000 

44,000 

19,000 

1,103,000 
3,049,000 

151,000 
710,000 
187,000 

546,000 
76,000 

268,000 
674,000 
469,000 

274,000 

70,000 

303,000 
451,000 
330,000 

197,000 

193,000 

Date open. 

5-15-31 

5-22-31 
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f 60 
X-3562 

BANKS EEPQBTED CLOSED WEEK ENDED MAT 29, 1931. 

(For c o n f i d e n t i a l utie only - subjeot t o co r rec t ion) 

Member tanks indicated. by an a s t e r i s k (» ) , , ' • 
Date Surplus Tota l 

Name of Bank P i ty S t a t e closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No. 3 
Cit izens Bank BarnesDoro Pa. May 27 50,000 34,000 386,000 

D i s t r i c t No. 4 
• F i r s t National Bank Smithf ieM Pa. May 26 75,000 75,000 597,000 

D i s t r i c t No. 6 
• F i r s t National Bank P r a t t v i l l e Ala. May 28 50,000 23,000 542,000 

D i s t r i c t No. 7 
Commerce Trust & Svgs «Bk Chicago I l l May 28 200,000 54,000 1,371,000 
Farmers S ta t e Bank Armington tt " 28 25,000 •5,000 93,000 
United S t a t e Bank Crys ta l Lake n " 29 75,000 63,000 923,000 
Farmers S ta te Bank lake City Iowa " 23 50,000 172,000 
Farmers Savings Bank Larchwood tt " 23 25,000 1,000 155,000 
Hols te in Savings Bank Hols te in « " 28 90,000 62,000 1,476,000 
Merchants S t a t e Bank Cor reo t ionv i l l e , l a . " 28 25,000 12,000 313,000 
Gushing Farmers Svgs.Bk Cashing Iowa " 28 30,000 3,000 112,000 
Bank of Fulton Ful ton Mich. " 23 — •» — — 91,000 

•McCartney National Bank Green Bay Wis. " 28 500,000 338,000 2,595,000 

D i s t r i c t No. 8 
Peoples Bank & Trust Co. Morr i l ton Ark. May 28 60,000 27,000 260,000 

D i s t r i c t No. 9 
• I ron National Bank Irorwood Mich. May 25 100,000 42,000 650,000 
Sta te Bank of Hector Hector Minn. M 26 50,000 11,000 717,000 
Ashereek S ta te Bank Ashcreek M " 27 10,000 2,000 108,000 

D i s t r i c t No. 10 
Nebraska S t a t e Bank Long Pine Nebr. May 23 25,000 2,000 400,000 
German Bank Millard M 23 15,000 8,000 230,000 
Osage Bank F a i r f a x Okla. M 22 25,000 5,000 60,000 
Farmers S ta t e Bank Sedgwick Kans. n 27 10,000 6,000 75,000 

D i s t r i c t No. 12 
Farmers & Merchants 

S t a t e Bank Nooksadk Wash. May 25 15,000 2,000 95,000 
•National iBank of Iflmnwood C a l i f . M 28 50,000 — — 401,000 

REOPENED: 

None 

Digitized for FRASER 
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BANKS REPORTED dLQSED WBElg ENDED JUNE 5. 1931 ' 
Bulgjibt to bdifototition) 

X-3962 

r 
(For c o n f i d e n t i a l use only f 

Member "banks ind ica ted fry an a s t e r i s k (»)J 

Name of Bank Ji*L 
Date Surplus Total 

S t a t e closed Capi ta l & p r o f i t s deposi ts 

D i s t r i c t No* 3 
•Ci t izens Nat. Bank Jenkintown Pa. June 2 150,000 13,000 473,000 

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

29,000 F i r s t S t a t e Bank Lou i sv i l l e Ohio June 1 50,000 29,000 804,000 
•Peoples Nat . Bank Delmont Pa. It 4 25,000 26,000 323,000 

D i a t r i c t No., 5 
Phoenix Bank of 

Nansemond Suf fo lk 7a . May 29 33,000 2,000 59,000 
.Peoples Bank Bidgeley W. Va. June 4 25,000 13,000 140,000 

D i s t r i c t No. 6 
•Oom'l Nat. Bank Hat t lesburg M s s . June 2 100,000 14,000 839,000 

D i s t r i c t No. 7 
Ci t izens S t a t e Bank Russe l l Iowa June 2 25,000 4,000 192,000 
Brown County S t a t e 

Bank Green Bay Wis. it 2 100,000 27,000 772,000 
Fu l l e r ton S t a t e Bank Chicago 111. It 5 250,000 120,000 2,489,000 

D i s t r i c t No. 8 
Miller County Bank 

257,000 & Trust Co. Texaxkana Ark# June 1 75,000 52,000 257,000 

D i s t r i c t No. 9 
Mi 11 v i l i e S t a t e Bank Ivli l lvi l le Minn. June 3 10,000 10,000 140,000 
Ci t izens S t a t e Bank Twin Valley •1 tt 4 10,000 15,000 200,000 

• F i r s t National Bank Mountain Lake ii tt 4 25,000 18,000 340,000 
Olivia S t a t e Bank Ol iv ia ii n 5 25,000 30,000 485,000 

D i s t r i c t No. 10 
293,000 Verdigre S ta te Bank Verdigfe Nefcr. June 1 20,000 5,000 293,000 

Ci t izens S ta t e Bank Oreston n M 2 40,000 13,000 204,000 
Armourdale S t a t e Bk Kansas City Kans. it 5 50,000 30,000 691,000 

D i s t r i c t No. 11 
Vivian S ta te Bank 

D i s t r i c t No. 7 
Fountain Parke S ta te 

Bank 
Sta te Bank of 

Vivian La. 

CLOSED 

June 2 30,000 

REOPENED: 

38,000 

Kingman Ind. 3 - 6-31 
Westpoint 111. 3-13-31 

25,000 
25,000 

10,000 
3,000 

450,000 

Date open 

5-29-31 
6 - 3-31 

D i s t r i c t No. 9 
F i r s t S t a t e Bank Lewiston m n n . 3 - 7-31 40,000 11,000 5-22-31 
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X-3962 
BANKS REPORTED CLOSED JSBK ENDED JUNE 12, 1931 j g £ 

(For c o n f i d e n t i a l use oply - sub jec t to co r rec t ion) 

Member tanks .Indicated tar an a s t e r i s k (*)i_ 
' f " Date Surplus Total 

Name of B#mk Ci ty S t a t e closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 2 • 

South Hirer Trust Co. South River N. J . June IE 100,000 111,000 1,646,000 

D i s t r i c t No. 3 
Mortgage Secur i ty Tr.Co. Ph i lade lph ia , Pa. June 6 300,000 110,000 1,029,000 
Snowshoe Bank Snowshoe it it 10 25,000 54,000 229,000 

D i s t r i c t No. 4 
Byesvi l le S t a t e Bank Byesvi l le Ohio June 9 25,000 22,000 230,000 

D i s t r i c t No. 5 
daacy 6,500 51,000 Bank of Gary daacy N.C. Jund 10 6,500 3,750 51,000 

D i s t r i c t No. 4 
526,000 • In land- I rv ing Nat. Bank Chicago 111. June 8 526,000 120,000 tm *. 

•Washington Pairk Nat .Bank it tt •t 8 600,000 440*000 9,161,000 
I n d u s t r i a l S t a t e Bank it tt •t 6 100,000 24,000 265,000 
Union Truat Co. South Bend Ind. it 6 600,000 424,000 4,363,000 
Cheltenham Tr#& Svgs.Bk Chicago 111. it 8 200,000 41,000 494,000 
Sheridan Tr . & Svgs. Bk ?• »t it 8 800,000 429,000 10,370,000 
South Side Shrgs.Bk.& Tr.Co. " tt it 8 500,000 103,000 4,486,000 
farmers Cooperative S ta te Bk, Galva tt it 8 100,000 55,000 530,000 
Par .& llerch S ta te Bank 

of Bloomingdale Roselie tt n 8 25,000 4,000 115,000 
S t a t e Bank of Ot terbein Ind. it 8 50,000 65,000 363,000 
Tale Savings Bank Yale Iowa it 8 30,000 11,000 197,000 
Armitage S ta t e Bank Chicago 111. it 9 250,000 70,000 714,000 
Auburn Park Tr.& Svgs.Bk »» n it 9 300,000 116,000 882,000 
Brainerd S ta t e Bank tt tt n 9 200,000 105,000 337,000 
Bryn Mawr Sta te Bank tt tt n 9 200,000 52,000 833,000 
Chatham S t a t e Bank Tt tt n 9 300,000 124,000 1,040,000 
Chicago Lawn S ta t e Bank tt tt it 9 420,000 456,000 2,530,000 
Ridge S t a t e Bank tt ft it 9 200,000 101,000 308,000 
Stony Is land Sta te Svgs.Bk. " tt n 9 400,000 322,000 2,837,000 
West Highland S ta t e Bank tt tt it 9 300,000 276,000 1,426,000 
West Lawn Tr . & Svgs.Bk* tt tt it 9 200,000 126,000 372,000 
Blaton S ta t e Bank tt tt it 9 200,000 63,000 1,085,000 
West Snglewood Tr.& Svgs.Bk " tt it 9 750,000 639,000 4,793,000 
Lincoln S t a t e Bank tt tt n 10 400,000 106,000 1,127,000 
Northwestern Tr.& Svgs.Bk. " ft it 10 1,000,000 996,000 14,862,000 
Second North Western S ta t e Bk." ft it 10 350,000 191,000 3,661,000 
Elmwood Park S t a t e Bank Bloebqd Park " n 10 150,000 39,000 1,480,000 
Par.& lierch. S ta t e Bank Hortonvi l le Wis. tt 9 20,000 6,000 261,000 
Oragin S t a t e Bank Chicago 111. it 10 200,000 65,000 1,238,000 
I t a l i a n Tr* & Svgs.Bank tt ft it 10 200,000 38,000 1,432,000 
West Town S ta te Bank tt tt it 10 600,000 637,000 4,765,000 
Farmers & Merch. Bank Kendall W i d e it 10 23,000 4,000 149,0d0 
Oar f i e I d S t a t e Bank Chicago 111. it 11 800,000 648,000 8,383,000 
S t a t e Bank of Beverly Hil ls ,Chicago If H 11 200,000 61,000 1,011,000 
I l l i n o i s S t a t e Bank Evanston tf it 12 100,000 17,000 677,000 
S ta t e Savings Bank Royal Oak iltchp it 12 700,000 304,000 7,688,000 Digitized for FRASER 
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Banks Reported Closed, v 
Member "banks ind ica ted "by an a s t e r i s k ( * ) . . 

| i 63 
X-5962 

dnded June 12, 1931 (cont inued) . 

Same of Bank Ci ty S ta t e 
Date 

closed Capi ta l 
Surplus Total 

D i s t r i c t No. 9 
l ac Qui Pa r le County Bk Madison Minn. June 8 2 5 , 0 0 0 2 1 , 0 0 0 8 1 7 , 0 0 0 

Madison S ta te Bank it it n 8 2 5 , 0 0 0 4 2 , 0 0 0 7 3 5 , 0 0 0 

Peoples Secur i ty Bank Worthing S .Dak. ft 8 2 5 , 0 0 0 1 5 , 0 0 0 2 9 2 , 0 0 0 

Sta t e Bank of Vesta Vesta Minn. ft 9 2 0 , 0 0 0 7 , 0 0 0 2 7 5 , 0 0 0 

S t a t e Bank of l l i l roy Milroy " ft 6 1 8 , 0 0 0 1 8 , 0 0 0 1 5 1 , 0 0 0 

Renvi l le County S t a t e Bk. ,Blrd Island,Minn." 1 1 5 0 , 0 0 0 2 3 , 0 0 0 5 3 4 , 0 0 0 

Waltham S t a t e Bank Waltham Minn. ft 1 1 1 0 , 0 0 0 1 2 , 0 0 0 1 5 0 , 0 0 0 

Clara City S ta te Bank Clara City " ft 1 1 2 5 , 0 0 0 1 5 , 0 0 0 3 2 5 , 0 0 0 

Appam Sta te Bank Appam B.Dak. ft 1 1 1 5 , 0 0 0 3 , 0 0 0 8 0 , 0 0 0 

fanners S t a t e Bank At water Minn. ft 1 2 1 5 , 0 0 0 1 7 , 0 0 0 3 7 5 , 0 0 0 

D i s t r i c t No* 10 
Farmers S ta te Bank Mason Ci ty Nebr. June 5 2 0 , 0 0 0 2 , 0 0 0 1 5 3 , 0 0 0 

F i r s t S ta te Bank S t . Edward H tt 5 2 5 , 0 0 0 1 4 , 0 0 0 2 0 0 , 0 0 0 

Nebraska S ta t e Bank Bloomfield " ft 8 2 5 , 0 0 0 1 7 , 0 0 0 3 8 9 , 0 0 0 

L i t t l e River S t a t e Bk l i t t l e River Kans, ft 1 1 2 0 , 0 0 0 3 , 0 0 0 1 3 0 , 0 0 0 

D i s t r i c t No. 11 
Asherton S t a t e Bank Asherton Texas June 1 0 2 5 , 0 0 0 3 , 0 0 0 8 9 , 0 0 0 

•Farmers National Bank Cross P la ins " M 1 1 2 5 , 0 0 0 2 0 , 0 0 0 2 4 7 , 0 0 0 

D i s t r i c t No. 12 
Commercial S ta t e Bank S p r i n g f i e l d Oreg. June 8 3 0 , 0 0 0 6 , 0 0 0 1 8 3 , 0 0 0 

Bank of West Hollywood Los Angeles Cal i f > ii 1 2 5 1 , 0 0 0 1 2 , 0 0 0 6 2 5 , 0 0 0 

D i s t r i c t No. 2 
•Port Nesark Nat. Bank Newark 

REOPENED: 

N. J . 8 - 8-30 
(reopened as "branch of Merchants & Newark Trust Co. 

200,000 
, a member ] 

58,000 

D i s t r i c t No. 5 
•F i r s t National Bank Ayden N. C. 12-10-30 

I,Mechanics Savings Bank Ra le ig i N. C. 1-13-31 
) i s t r i c t No. 8 
Peoples Bank Calhoun Ci ty ,Kiss . 1-2-31 
Merch.& Far.Bk & Tr.Co. Lixing*on Miss. 2-21-31 
Bank of West West " 2-21-31 

Date 
opened 

6— 8—31 

75,000 6,000 6—10—31 
Bank i n Ayden) 

15,000 82,000 5-12-31 

30,000 8,000 4-11-31 
100,000 165,000 4—11—31 
20,000 9,000 4-21-31 
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X-3962 
BJMCss gB^osm) Qtosw mm mm JUNB 19+ im T ^ 

(For cbf t f l i e ia t i a l 6Aly k s # j W t tb co r rec t ion) 

Member "banks ind ica ted lw an j&3tefriik {*)« 

Name of hank , 
Date Surplus Total 

Name of hank , Ci ty S ta te Closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 3 
Peons Valley Banking Co. Centre Hall Pa. June 15 50,000 — — — -* 
Cit izens Bank G a l l i t z i n tt it 18 25,000 18,000 281,000 

D i s t r i c t No. 4 
farmers & Merch. Bank Ml le rs tx i rg '» o . June 13 30,000 60,000 990,000 
Secur i ty Home Trust Co. Toledo tt tt 17 1,500,000 2,045,000 27,428,000 
Bank of Ashley ,Unincor p . , Ashley tt it 19 15,000 24,000 165,000 

D i s t r i c t No. 6 
F i r s t S t a t e Bank New Por t Richer 71a. June 13 25,000 34,000 221,000 
Johnson County Bank But l e r Tenn. Ely 20 15,000 94,000 106,000 

D i s t r i c t No. 7 
•Des P la ines S t a t e Bank Des Pla ines 111. June 12 200,000 181,000 1,552,000 
Diversey IT. & Svgs.Bank Chicago tt ft 13 200,000 71,000 1,143,000 
Boner Ci ty Bank J a n e s v i l l e Wis. tt 13 100,000 49,000 763,000 

•Manufacturers Nat ional 
Bank & Trust Co. Bock ford 111. It 15 500,000 292,000 3,752,000 

Peoples Bank & Trust Co. « It 15 250,000 170,000 2,714,000 
•Secur i ty National Bank M n It 15 200,000 183,000 2,641,000 
•American Trust Co. South Bend Ind . If 15 500,000 330,000 4,960,000 
•Pontiac Com1! & Svgs.Bank Pontiac Mich. If 15 800,000 659,000 17,088,000 
Basel Park S t a t e Bank Hazel Park ft II 15 25,000 9,000 397,000 

• F i r s t S t a t e Savings Bank Birmingham If 16 200,000 211,000 2,620,000 
• F i r s t Nat ional Bank S t .C l a i r Shores ," If 16 50,000 15,000 851,000 
• F i r s t National Bank Bagley Iowa It 16 25,000 5,000 200,000 
Stake Bank of Mosinee Mosinee Wis. ft 16 50,000 60,000 398,000 

• F i r s t National Bank Downers Grove,111 It 17 100,000 48,000 1,139,000 
Peoples S ta te Bank Guthrie Cen te r , l a II 17 50,000 30,000 885,000 

•Noel S ta te Bank Chicago 111. It 18 1,000,000 493,000 7,530,000 
Waukegan Sta te Bank Waukegan it It .18 200,000 171,000 2,398,000 

; Frank l in State Bank Milwaukee Wis. ft 17 50,000 29,000 915,000 
•Waukegan National Bank Waukegan I l l , II 19 250,000 212,000 3,292,000 
•Wayne Savings Bank Wayne Mich. It 19 50,000 128,000 1,852,000 
Midwest S ta te Bank Cicero 111. 11 19 100 ,000 * 20,000 213,000 

D i s t r i c t No. 9 
F i r s t S t a t e Bank Boyd Minn. June 13 15,000 8,000 212,000 
Farmers Sta te Bank Coltunibus N.Dak tt 13 20,000 12,000 •247,000 
Secur i ty S t a t e Bank Noonan it M it 13 25,000 6,000 201,000 
PrinsVurg S t a t e Bank Prinshurg Minn. tt 15 10,000 7,000 74,000 
Artas S t a t e Bank Artas S.Dak, tt 13 15,000 10,000 150,000 
S t a t e Bank of Herreid Herreid tt M it 13 25,000 8,000 185,000 
Bank of She l l lake She l l Lake Wis. it 15 30,000 11,000 315,000 
F i r s t S t a t e Bank Alamo N.Dak, , " 16 15,000 - - 41,000 
Ci t izens S t a t e Bank Ambrose it n it 17 15,000 5,000 45,000 
F i r s t I n t e r n a t i o n a l Bank Fortuna it « n 17 10,000 6,000 80,000 
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Member "tonka ind ica ted W aft #i 

- 2 -

MA i,«, .1.1. i j . 

Name of Bank 

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

Sta te Bank Karniah Ida. June 19 

BBOEBNED: 

25,000 

6,000 

12,000 

D i s t r i c t No. 8 
• F i r s t National Bank Holly Grove,Ark. 1 - 9-31 25,000 5,000 

(restored, to solvency and reopened f o r "business) 
• F i r s t National Bank Eureka Springs, 

Ark. 12-16-30 50,000 12,000 
( res tored t o solvency and sold t o F i r s t S ta t e Bank, nonmember). 

65 
X-3962 

r r o Surplus Total 
Ci ty closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 10 
Peoples S t a t e Bank Meriden, Kans. June 12 15,000 62,000 

202,000 

Date 
opened 

6—16—31 

6-16-31 

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



I 66 

X-3962 
BANKS BEPOBTED CLOSED V/EEK ENDED JUNE 26, 1931 

(For c o n f i d e n t i a l u s e only - subject t o co r rec t ion) 

Member "banks Ind ica ted "by an a s t e r i s k ( • ) . 
Date Surplus Total 1 

Name of lank, Ci ty S t a t e closed Capi ta l & p r o f i t s deposi ts 1 

D i s t r i c t No. 2 
• F i r s t National Bank Mechanicville N. Y. June 20 50,000 91,000 1,580,000 

D i s t r i c t No* 4 
Com*! Bank & Svgs. Co. B l u f f t o n Ohio June 24 60,000 22,000 1,317,009 
LaFayette Banking Co. Lafayet te M n 24 10,000 1,000 140,OOf) 
Cop*! Savings Bank Bawson II it 24 25,000 2,000 165,OOf) 

D i s t r i c t No. 5 
Bank of Sampson Clinton N. C. June' 22 30,000 12,000 331,000 
Bank of Cl in ton it ii it 22 50,000 46,000 4 4 2 , 0 $ 
Bank of Summer f i e Id Summerfield it tt 22 10,000 - - 50,000 

•P lan te r s National Bank Saluda S. C. it 22 100,000 20,000 524,000 
•Kingwood Nat ional Bank Kingwood W.Va. II 23 25,000 25,000 303,000 
•Peoples National Bank, Winston-Salem N. C. it 25 150,000 23,000 993,000 

D i s t r i c t No. 7 
F i r s t S t a t e Bank Gary Ind. June 20 75,000 23,000 625,000 

• F i r s t National Bank Watseka 111. t« 22 50,000 27,000 341,000 
Belding Savings Bank Belding Mich. tt 22 50,000 29,000 602.00C 
Glencoe S t a t e Bank Glencoe 111. it 23 125,000 105,000 1,240,0QC 

• F i r s t National Bank B l i s s f i e l d Mch . it 24 60,000 23,000 721,0(|C 
Bank of Grayling Grayling ii it 24 2,000 45,000 358,04c 
Metropoli tan Trust Co. De t ro i t n it 16. 500,000 312,000 3,058,0QC 

• F i r s t National Bank Mbrr isonvi l le 111. it 25 50,000, 7,000 296,Ode 
• F i r s t Nat ional Bank Dear "bom Mich. it 25 150,000 36,000 900,0(5C 
Farmers Bank Viroq.ua Wis. it 25 50,000 15,000 600 ,0# 

•Farmington Sta t e Svgs.Bk Farmington Mich. it 26 40,000 39,000 1,115,ode 
Denmark Savings Bank Denmark Iowa it 26 10,000 11,000 108,ooc 

D i s t r i c t No. 8 
• F i r s t National Bank ChSllicothe Mo. June 22 100,000 26,000 937,oqc 
Bank of Weaubleau Weaubleau M it 17 10,000 21,000 122,OOC 
Bank of Lirbourn Lilbourn II H 17 20,000 27,000 133,00% 

D i s t r i c t No. 9 
Farmers S t a t e Bank Westby Mont. June 19 20,000 17,000 112,OOC 

•Bott ineau National Bank Bott ineau N.pak. it 23 25,000 14,000 474,OOC 
Peoples S t a t e Bank Glencoe Minn. ii 26 25,000 15,000 601,OOC 
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- 2 - X-3962 

BANKS BSPORTED CLOSED V/EEK ENDED JUNE 26, 1931. 

Member "banks Indica ted "by an a s t e r i s k ( • ) . 
Date Surplus Total r 

Name of Bank City S ta te closed Capi ta l & p r o f i t s depos i t s 

D i s t r i c t No. 10 
Andrew County Bank Savannah Mo. June 20 20,000 10,000 285,000 
Farmers State Bank Conception 

Junct ion l b . " 22 10,000 4,000 60,000 
Coyville S t a t e Bank Coyville Kans. May 27 10,000 12,000 82,000 

D i s t r i c t No. 11 
Arizona Southwest Bank Tucson Ar iz . June 22 120,000 31,000 1,149,000 

"branches a t : Douglas, Coolidge and Casa Grande. 
Bank of Matagorda Matagorda Texas June 23 - - - - 150,000 

Date 
BEOEENEDt opened 

D i s t r i c t No. 11 
("Citizens Nat ional Bank Blooming 

Grove Texas 5-22-31 50,000 20,000 6-18-31 
(turned back to d i r e c t o r s and so ld to F i r s t National Bank i n - ) 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6788 

January 2, 1931i 

SUBJECT: S ta t e Member Banks Hot Examined During 1930* 

Dear S i r : 

You are requested to fu rn i sh the Board, a t your 
. e a r l y convenience, with a l i s t of S ta te member banks in 
your d i s t r i c t v/hich were not examined e i t h e r "by S ta t e 
a u t h o r i t i e s or your own examiners during 1930. 

I t i s a l so requested tha t you advise what s teps 
are contemplated by you to secure a prompt and s a t i s f a c -
to ry examination of any bank reported^ 

Very t r u l y yours, 

E. M. McClelland, 
Ass i s tan t Secre ta ry . 

TO ALL FEDERAL RESERVE AGENTS; 
(Except Boston) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
T H E FEDERAL RESERVE BOARD X~6789 

January 6, 1931. 

SUBJECT: Expi ra t ion of Charters of S ta te Member Banks. 

Pear S i r : 

A number of ins tances have come to the Board's a t -
t e n t i o n i n which the cha r t e r s of S t a t e member hanks have 
expired and they have continued to t r an sac t "business without 
obta in ing new c h a r t e r s or extending t h e i r corporate ex is tence 
or have t r a n s f e r r e d t h e i r business to new banks organized f o r 
the purpose of succeeding them and the Federal r e se rve bank 
has not discovered these f a c t s u n t i l some time a f t e r such 
t r ansac t i ons have taken p l a c e . In order to prevent- l ega l 
i r r e g u l a r i t i e s and poss ib le l e g a l d i f f i c u l t i e s a r i s i n g from 
such s i t u a t i o n s , i t i s suggested tha t the Federal reserve • 
banks mainta in a record showing the dates upon which the 
c h a r t e r s of a l l S ta te member banks w i l l expire and devise so/ne 
means whereby the s i t u a t i o n w i l l be c a l l e d to the a t t e n t i o n of 
the o f f i c e r s of the Federal reserve banks s ix months i n ad-
vance of such da tes . Upon being advised tha t the cha r t e r of 
a S t a t e member bank i s about to expi re , i t wolild a l so seem 
advisable f o r the Federal reserve bank to communicate with 
such S ta te member bank and a s c e r t a i n what s teps i t proposes to . 
take with r e fe rence to the s i t u a t i o n . 

I f the S t a t e laws author ize the renewal of the b a r k ' s 
c h a r t e r , or the extension of i t s corporate exis tence , i t w i l l 
not be necessary f o r the Federal reserve bank to take any s t eps 
except to reques t t ha t i t be fu rn i shed with copies of the docu-
ments necessary to show t h a t the cha r t e r has been renewed or 
t h a t the corporate ex is tence has been extended. 

I f , however, the S ta te law contains no p rov i s ion f o r 
the renewal of cha r t e r s of S ta te banks or the extension of t h e i r 
corporate ex is tence , or i f f o r any other reason i t i s planned 
to organize a new bank to tAce over the t u s i h e s s of the bank 
whose cha r t e r i s about to expire , i t would seem advisable f o r 
the Federal reserve bank to suggest t h a t a p p l i c a t i o n f o r member-
ship be made on behalf of the new bank s u f f i c i e n t l y i n advance 
of the date of the e x p i r a t i o n of the char te r of the o ld bank to 
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enable the new "bank to become a member of the Federal Reserve 
System simultaneously with I t s o rganiza t ion . This, of course, 
may "be done by having an app l i ca t ion f o r membership made upon 
behalf of the new bank by i t s organizers and by submit t ing i t 
to the Federal Reserve Board with a recommendation t h a t i t be 
approved e f f e c t i v e i f and when the new hank i s organized and 
i t s d i r e c t o r s r a t i f y the app l i ca t i on f o r membership made i n 
i t s behalf and accept the condit ions of membership p resc r ibed 
by the Federal Reserve Board. 

, If the condi t ion of the old bank i s u n s a t i s f a c t o r y , 
the Federal reserve bank could suggest in advance such ad-
justments as would be necessary to make i t s successor a 
des i rab le member. If the new bank does not des i re to be a 
member, or i f the Federal reserve bank i s unwil l ing to have 
i t a s a member, s teps should be taken to have any indebtedness 
of the o ld bank to the Federal reserve bank r e t i r e d before the 
e x p i r a t i o n of i t s c h a r t e r . 

By Order of the Federal Reserve Board. 

Very t r u l y yours, 

E. M. McClelland, 
Ass is tan t Secre ta ry . 

TO GOVERNORS AND CHAIRMEN OF ALL FEDERAL RESERVE BANKS. 
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F E D E R A L S i S B E H B O A R S 

STATEMENT FOB THE PRESS 

re lease a t 3;00 P.M. - January 7, 1931 

The Federal Reserve Board announces tha t the Federal 

?rve Bank of S t . Louis has e s t ab l i shed a rediscount r a t e of 

n a l l c l a s se 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 

931. 

/ 
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X-6792 

; Z i S S R A I t B B S B R V B B O A R D 

STATEMENT FOR THE PRESS 

hfor r e l ea se a t 6:00 P.M. January 8, 1931. 

The Federal Resferve Board announces. tha t the Fed-

e r a l Reserve Bank of Stin Francisco has e s t ab l i shed a r e d i s -

count r a t e of 3$ on a l l c lasses 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 d, 19&1. 
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1 S £ ! 1 4 £ I I S E E V E B O A R D 

STATEMENT FOR THE PRESS 

For r e l e a s e a t 4 :00 p.m. January 9, 1931. 

The Federal Reserve Board announces that the Fed-

e r a l Reserve Bank of At lanta has es tab l i shed a rediscount 

r a t e of 3$ on a l l classed of pager of a l l m a t u r i t i e s , 

e f f e c t i v e January 10j 19314 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6794 

January 9, 1931, 

SUBJECT: O f f i c e r s and Employees of Federal Reserve 
Banks Authorized to Examine Member Banks. 

Dear S i r : 

Under the p rov i s ions of the Federal Re-
serve Act the Federal Reserve Board i s requi red to ap -
prove the designat ion of examiners a t Federal reserve 
"banks. Accordingly, i n order t h a t the Board may again 
make a check of i t s records , i t would he apprec ia ted i f 
you would advise the names of those now in the employ 
of your bank who have been designated as examiners, as 
v:ell as the names of a l l o f f i c e r s and employees who 
have been designated a s spec i a l or a s s i s t a n t examiners, 
or who a re author ized to make or a s s i s t in the making 
of examinations or c r e d i t i nves t iga t ions of member 
banks. 

Very t r u l y yours, 

E. M. McClelland, 
Ass i s tan t Secre ta ry . 

TO ALL F. R. AGEETS EXCEPT ATLA1JTA AND SAB IBA1TCISC0. 
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X-6795 

I I D E B A I t B E S B E V E B 0 A E D 

STATSl£Ei7T SOB THE PBESS 

For r e l ease a t 3:00 p.m. January 9, 1931. 

The Federal Be serve Board, announces t h a t the Fed-

e r a l Beserve Bank of Chicago has es tab l i shed a rediscount 

r a t e of 3$ on a l l c lasses 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 10, 1931. 
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5 0 P Y X-6,796 

Jan . 8 , 1931. 

10 Federal Reserve Board SUBJECT Leg i s l a t ion to "be recom-

SfiOM Mr. Wyatt- General Counsel. mended i n Annual Report. 

I t i s customary for the Board each year to recommend in i t s 
annual r epor t such amendments to the Federal Reserve Act and r e l a t e d 
s t a t u t e s as the Board may deem necessary or adv i sab le . The r e -
po r t i s now "being prepared; but the Board has not ye t readied any dec i -
s ion as to what l e g i s l a t i o n , i f any, i t des i res to recommend. 

Of course, the chances are not very favorable f o r the enactment 
of new l e g i s l a t i o n a t t h i s sess ion of Congress. , The long sess ion of the 
next Congress, however, w i l l commence two or th ree months before the 
Board's next Annual Report would o r d i n a r i l y be submitted; and i t might 
be h e l p f u l to recommend in the 1930 Report such l e g i s l a t i o n as the Board 
would l i k e to have introduced a t the beginning of the next ses s ion . 

In order to a s s i s t the Board i n considering t h i s quest ion, I 
r e s p e c t f u l l y submit below a summary of the various proposed amendments 
to the Federal Reserve Act and r e l a t e d s t a t u t e s which the Board has con-
s idered wi thin the l a s t two years . . At the end of the memorandum there 
are a l s o mentioned c e r t a i n other amendments which the Board might des i r e 
to consider a t t h i s time. There a re a t tached f o r the Board 's f u r t h e r 
informat ion: (1) A summary of a l l amendments to the National Bank Act 
designed to prevent bank f a i l u r e s which were recommended ty the Comptroller 
of the Currency i n h i s Annual Reports f o r the years 1863 to 1930, i n c l u -
s i v e , but which were not enacted by Congress; and (2) Excerpts from the 
Annual Report of the Superintendent of Banks f o r the S t a t e of Hew York 
f o r the year 1930 recommending amendments to the New York Banking Law 
f o r the same purpose. 

AMB8PMBETS mmwrnTPfm-e RECOMMENDED BUT HOT ENACTED. 

An amendment to Section 4 of the Federaj Reserve Act to permit 
an Officer , , d i r e c t o r or employee of a mutual saving* haxib- tri serve a s 
a Class B d i r e c t o r of a Federal reserve b^»vT - This amendment was 
recommended to Congress by the Board i n i t s Annual Reports f o r the 
years 1927, 1928 and 1929, and i n l e t t e r s addressed to the Chairmen 
of the Banking and Currency Committees of the Senate and House under 
date of February 18, 1930. Accordingly, i n the 2nd Session of the 71st 
Congress, Senator Brookhart on Apr i l 2 , 1930, introduced a b i l l 
(S. 4079) containing t h i s amendment, This hi 11 was passed by the 
Senate on Apr i l 14, 1930, and although i t was repor ted out by the 
House Banking and Currency Committee on May 26, 1930, i t has not ye t 
been passed by the House. 

An amendment t o Section 9 of the Federal Reserve Act au thor iz ing 
the Federal Reserve Board to requi re a S ta t e member 'hank to surrender i t s 
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Federal reserve bank s tock and to f o r f e i t i t s membership whenever such 
hank has f a i l e d to comply.with the appl icab le p rov i s ions of the hank-
ing laws of the S t a t e i n % I t i s loca ted . - W i s amendment was 
recommended to Congress by the Board i n i t s Annual Report f o r the year 
1929, "but no b i l l conforming to the Board fs recommendation was i n t r o -
duced i n e i t h e r the Senate or t$te House. l e t t e r s to the Chairmen of 
the Banking and Currency Commi t t e e s of both this Senate and House re con**. 

ng such an amendment and t r ansmi t t ing d r a f t s of a b i l l fo r t h i s 
purpose were prepared by t h i s of f i d e and submitted to the Board on Feb-
ruary 10, 1930, but such l e t t e r s were never sent because i t was fea red 
tha t they would cause confusion with respect to a d i f f e r e n t b i l l a l -
ready pending. 

An amendment to Sect ion 9 of the Federal Reserve Act to 
permit S t a t e member banks to e s t a b l i s h fo re ign branches . - This 
amAndment was recommended;to Congress'by the Board i n i t s Annual ' 
Reports f o r the yea r s 1927, 1928 and 1929, and i n l e t t e r s ad -
dressed to the Chairmen Of the Senate and House Banking and Curren-
cy Committees during 1929. In the 1s t Session of the 71st Con — 
g r e s s , Senator ftorbeck introduced a b i l l (S. 1070) alofig the l i n e 
of the amendment proposed by the Board; but t h i s b i l l was never r e -
por ted out by the Senate Banking and Currency Committee, and no 
s imi l a r b i l l was in t roduced i n the House during t h a t sess ion . In 
the second sess ion of t h i s Congress, Senator Horbeck introduced 
on December 11, 1929, another b i l l (S. 2%6) conforming t o the 
Board 's recommendations; and t h i s b i l l was passed by the Senate on 
Apri l 14, 1930. On j ^ r i l 16, 1930, i t was presen ted to the House . 
and r e f e r r e d by t h a t body to i t s Banking' and Currency Committee. S . 2605 
has not yet been repor ted out by the Banking and Currency Comnittee of 
the House, and no s imi la r b i l l has been introduced i n the House. 

An amendment t o Section 13 of the Federal Reserve Act iDe-
creasing from 15 t o 90 day# the maximum maturi ty of advances made by 
Indera l rese rve banks t o member batiks on t h e i r promissory notes secured 
by paper e l i g i b l e f o r rediscount or f o r purchase by Federal reserve banks. 
An amendment of t h i s k ind has been recommended t ° Congress by the Board 
in i t s Annual Reports f o r the years 1927, 1928 and 1929, and i n l e t t e r s 
addressed to Congress under dates of January 16, 1926, Apri l 24, 1928, 
and March 6, 1930. On January 18, 1926, Mr. McFaddett, i n the 1 s t Session 
of t he 69th Congress, introduced a b i l l (H.R. 7894) conforming to the 
Board 's views but no s imi l a r b i l l was introduced i n the Senate during 
t h a t Congress. I n the 70th Congress, 1 s t Session, Mr. Sumners of Texas 
introduced on March 23, 1928, a s imi l a r b i l l (H.R. 12349) i n the House; 
and i n the 2nd Session of t h i s Congress, Mr. Baird on Apr i l 8, 1930, and 
Mr. McFadden on May 1 , 1930, a l so introduced b i l l s of t h i s k ind i n the 
Senate and House r e s p e c t i v e l y (S. 4139 and H. R« 12068). Hone of the 
b i l l s above r e f e r r e d to has ever been repor ted ou t . 
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An amendment to Section 22 of the Federal Reserve Act tflfiklng the 
robbery or burg lary of any Federal reserve beak or member bank a f e d e r a l 
of fense punishable through the f e d e r a l c o u r t s - An amendment of t h i s 
kind was incorpora ted i n the e a r l i e r d r a f t s of the McFadden B i l l whidh 
l a t e r became known as the Act of February 25, 1927; and d r a f t s of t h a t 
b i l l containing such provis ions were favorably repor ted by the Banking 
and Currency Committees of both the Senate and House of Represen ta t ives . 
These d r a f t s of the b i l l , however, f a i l e d of enactment; and, when the 
b i l l vras re int roduced a t the next Congress, t h i s amendment was omitted* 

The amendment, however, was recommended to Congress by the Board 
. in i t s Annual Report f o r the year 1929, and i n l e t t e r s addressed to 

the Chairmen of the Banking and Currency Committees of the Senate and 
House under date of February 12, 1930. Following the Board 's re com -
mendations, b i l l s were introduced under dates of February 19 and Apr i l 
4 , 1930, by Congressman Hooper and Senator Walcott during the 2nd Ses-
s ion of the 71st Congress in the House and Senate r e s p e c t i v e l y . These 
b i l l s , however, have never been repor ted out by e i t h e r the House or 
Senate Banking and Currency Committees. 

An amendment to Sect ion 22 of the Federal Reserve Act to 
make i t a crime to c i r c u l a t e f a l s e s ta tements about or to black, l i s t 
a member b a n k . ~ T h e r e were contained i n ce r t a in e a r l y d r a f t s of 
the McFadden B i l l , which l a t e r became known as the Act of February 
25, 1927, amendments to the law to make punishable conspiracies to 
boycott or black l i s t or to cause a general withdrawal of depos i t s 
from a member bank. These p rov is ions , however, did not become lan 
although the Federal Reserve Board approved a d r a f t of the b i l l con-
ta in ing such p r o v i s i o n s . During the e a r l y p a r t of 1930, a number 
of b i l l s rrere in t roduced i n the House the general purpose of which 
was to amend the law along the l i n e s s t a t e d above, and, i n re -
sponse t o a request f a r an expression of the views of the Board 
with re fe rence to H. R. 10560, a b i l l on t h i s sub jec t introduced 
by Mr. Brand i n the 2nd Session of the 71st Congress, the 
Board under date of March 27, 1930, addressed a l e t t e r to Con - ' 
gress s t a t i n g the enactment of the b i l l would be b e n e f i c i a l to 
member banks and to t h e i r deposi tors and s tockholders . This 
b i l l vras repor ted out by the House Banking and Currency Committee 
on Apr i l 24, 1930, but i t did not pass the House; and no s imi la r 
b i l l -,?as introduced i n the Senate. 

Ah amendment to Section 22(a) of the Federal Reserve Act making 
i t c l e a r t h a t the p r o h i b i t i o n aga ins t examiners accept ing loans and 
g r a t u i t i e s from member "banks app l i e s to S ta te examiners. - This amend-
ment was recommended to Congress by the Board i n i t s Annual Report f o r 
the year 1929, and i n l e t t e r s addressed to the Chairmen of the Banking 
and Currency Committees of the Senate and House under date of February 
10, 1930. In the 2nd Session of the 71st Congress, Senator Horbeck on 
February 12, 1930, and Mr. Se iber l ing on February 19, 1930, in t roduced 
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b i l l s conforming to the Board's recommendations in the Senate and 
House, r e spec t ive ly (S. 3541 and H. B. 10070)« S« 3541 was passed 
by the Senate on Apr i l 14th, and was presented to the House and r e -
f e r r e d "by t h i s "body to i t s Banking and Currency Committee; but 
n e i t h e r t h i s b i l l nor H. B. 10070 have been repor ted out by the House 
Banking and Currency Committee. 

An amendment exempting Federal reserve banks from attachment 
or garnishment proceedings before f i n a l judgment i n any case or--pro-
ceeding. - The enactment of an amendment of th i s charac ter was recom-
mended to Congress by the Board i n i t s A$mual Beports fo r the years 
1927, 1928 and 1929, and i n l e t t e r s addressed to the Chairmen of the 
Banking and Qirrency Committees of the Senate and House under da te of 
February 14, 1929. Accordingly, in the 2nd Session of the 71st Congress, 
Mr. Fenn on February 18, 1930, and Mr. Norbeck on February 19, 1930, 
introduced b i l l s conforming to the Board's recommendations i n the 
House and Senate, r e spec t ive ly ; but these b i l l s were never repor ted 
out . 

An amendment to the J u d i c i a l Code r e s t o r i n g to the United 
S ta t e s D i s t r i c t Court - jur i sd ic t ion of s u i t s by apd against Federal 
reserve banks. - The Board has recommended the enactment of an 
amendment of t h i s k ind i n i t s Annual Beports f o r ttiie years 1927, 
1928 and 1929, but no b i l l s covering t h i s sub jec t have ever been 
introduced i n Congress. 

AMSDWmS cmSTTT%PTfp BY FSDEBAL B3SERVS BQABP 
BUT HOT BZCOLMEZmZD TO COmBSSS. 

* 

Aiaeridments providing f o r a more equi tab le d i s t r i b u t i o n to 
member banks of earnings of Federal reserve banks. - During the years 
1929 and 1930, a number of b i l l s were introduced i n Congress providing 
fo r a l a r g e r d i s t r i b u t i o n of the earnings of Federal reserve banks 
among member banks, and the Board has gone on record i n i t s Annual Be-
por t f o r the year 1929 as saying t h a t such proposals are sub j ec t s "which 
i n the judgment of the Federal Be serve Board might wel l have the con-
s i d e r a t i o n of Congress i n connection with any l e g i s l a t i o n a f f e c t i n g 
the s t a t u s of member banks of the Federal Beserve System; but the problem 
involves c e r t a i n p r a c t i c a l d i f f i c u l t i e s , and the Board des i res to s tudy 
the sub j ec t f u r t h e r be fo re recommending any S p e c i f i c amendment f o r t h i s 
purpose ." 

On March 13, 1930, i n response to a request fo r a repor t of 
the Treasury Department on S. 3564, a b i l l introduced i n the 2nd Session 
of the 71st Congress to amend Section 7 of the Federal Beserve Act, the 
Sec re ta ry of the Treasury addressed a l e t t e r to Senator Uorbeck s t a t i n g 
tha t he had conferred with the Federal Beserve Board regarding t h i s 
b i l l and tha t the Board disapproved of i t s adoption. I t was s t a t e d tha t 
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"The Federal Reserve Board favors a change i n the e x i s t i n g law which 
would accord to member banks a somewhat l a r g e r percentage of the earn-
ings of Federal reserve banks # a n they a re Sow rece iv ing , but the Board 
be l i eves tha t the p lan of d i s t r i b u t i o n proposed i n t h i s b i l l should not 
be adopted". The Board 's objec t ion to t h i s p a r t i c u l a r b i l l was lodged 
aga ins t the p rov i s ion t h a t , a f t e r the payment of the 6$ dividend to member 
banks and the c rea t ion of the 100$ surplus fund, 10$ of the ne t earnings 
s h a l l then be pa id i n t o surp lus , and the remainder, or 90$ of such ne t 
earn ings , which under the presen t law are pa id to the United S ta t e s as a 
f r anch i se tax , would be d i s t r i b u t e d to the member banks on a pro r a t a b a s i s . 

As s t a t e d above, the Board has expressed the opinion t h a t member 
banks should have a g r ea t e r share i n the excess earnings of Federal reserve 
banks, and the Federal Advisory Council and the December, 1929, Confer-
ences of Federal Reserve Agents and Governors have a l so taken th i s p o s i t i o n . 

An amendment to Section 9 of the Federal Reserve Act and Sect ion 
5240 of the Revised S t a t u t e s regarding examinations of member banks. -
This amendment provided, among other thingis, t h a t a l l examinations of 
member banks should be under the j u r i s d i c t i o n of the Comptroller of the 
Currency, and tha t the expenses of such examinations should be p a i d by 
the Federal Reserve Board out of the proceeds of assessments l ev i ed 
aga ins t the Federal r e se rve banks, ins t ead of being pa id by the banks 
examined. 

This amendment was prepared a t the request of Governor Young 
and vras submitted f o r the considerat ion of the December, 1929, Conferences 
of Federal Reserve Agents and Governors, which recommended tha t the Board 
dec l ine to give i t s approval to t h i s proposed measure. On February 6, 
1930, the Board voted not to recommend the enactment of such an amendment. 

An amendment to the f i r s t paragraph of Sect ion 19 of the Federal 
Reserve Act more c l e a r l y def in ing demand depos i t s , time depos i t s , savings 
depos i t s , e t c . , and making i t more d i f f i c u l t to 6vade the proper c l a s s i f i c a -
t i on of depos i t s f o r the purpose of computing r e s e r v e s . 

An amendment to Sect ion 19 of the Federal Reserve Act au thor ize 
ing member banks i n computing t h e i r r e se rves to deduct "balances due from 
banks" from t h e i r gross demand depos i t s i n s t ead of from "balances due to 
o ther banks". 

An amendment completely r ev i s ing Sect ion 19 of the Federal Re-
serve Act so as to a d j u s t , c l a r i f y and s impl i fy the reserve requirements• 

The Agents' and Governors' Conferences of December, 1929, recom-
mended tha t the above three proposals be submitted to a spec ia l commi t t e e 
f o r s tudy and recommendation, and the Board on February 6, 1930, voted to 
take no ac t ion on these proposals i n view of the f a c t tha t t h i s spec ia l 
committee had been appoin ted . 
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Amendment to the Bankruptcy Act providing t h a t funds i n the 
Custody of the f e d e r a l courts s h a l l be deposi ted with member "banks. «. 
The December, 1929, Conference of Federal Reserve Bank Governors approved 
of an amendment of t h i s k ind send on January 6, 1930* i n the 2nd Session 
of the 71st Congress, Senator Walsh introduced a b i l l (S. 2950) providing 
tha t member banks may be designated depos i t a r i es of bankruptcy funds . 
The Board has not s p e c i f i c a l l y recommended tha t an amendment of t h i s kind 
be enacted, but a t I t s meeting of February 6, 1930, the law Committee 
was author ized to conduct such negot ia t ions as might be necessary to have 
Senator Walsh's b i l l , S. 2950, so amended as to provide tha t bankruptcy 
funds " s h a l l " be deposi ted i n member banks ins tead of "may" be so de-
pos i t ed ; and on February 17, 1930, Mr. Hamlin, ac t ing f o r the Law Committee, 
addressed a l e t t e r to Senator Walsh suggesting t h a t the wording of h i s 
b i l l be changed so as to accomplish t h i s r e s u l t . The b i l l was never r e -
por ted out by the Senate Banking and Currency Committee and no s imi l a r b i l l 
was introduced i n the House. 

Amendment to the National Bank Act l im i t i ng the amount of i n -
vestment by a na t i ona l bank i n bank bui ld ing and f i x t u r e s . - The December, 
1929, Conference of Federal Reserve Agents recommended t h i s amendment, and 
on February 6, 1930, the Board voted to r e f e r t h i s proposal to the 
Comptroller of the Currency. . 

Amendment r equ i r ing the approval of the Federal Reserve Board 
before cha r t e r s a re gran ted to new na t iona l banks r - An amendment of 
t h i s k ind was recommended by recent Conferences of Federal Reserve Agents, 
but the Board voted on February 6, 1930, not to recommend the enactment of 
such an amendment. 

REDISCOUNT OF NOIES REPRESENTING DIRECT LOAMS BY FEDERAL 
IMBRMEDIATB CRJSDIT BAUKS TO .. LIVES TOCK LOASJ COMPANIES. 

On Ju ly 5 Governor Calkins of the Federal Reserve Bank of San 
Francisco inqui red by telegram whether a note with a matur i ty not i n 
excess of nine months which i s given to a Federal in termediate c r e d i t bank 
by a l i v e s t o c k loan company or an a g r i c u l t u r a l c r e d i t corporat ion secured 
by a g r i c u l t u r a l paper i n accordance with tbo terms of the amendment of June 
26, 1950, to the Federal Farm Loan Act i s e l i g i b l e fo r rediscount a t a Fed-
e ra l reserve bank. On Ju ly 9 t h i s o f f i c e advised the Board t h a t such notes 
are not e l i g i b l e fo r rediscount i f the proceeds are used by the l i ve s tock 
loan company or a g r i c u l t u r a l c r ed i t corporation fo r the -purpose of making 
advances or loans to o ther borrowers, but that they a re e l i g i b l e i f the pro-
ceeds a r e used by the ag r i cu l tu r a l , c red i t corporat ion or l i ve s tock loan 
company i n the f i r s t ins tance for an a g r i c u l t u r a l or commercial purpose. 
The Board has not ye t ru led on t h i s quest ion, and I understand t h a t 
some members of the Board are r e l u c t a n t to adopt the ru l ing prepared by 
t h i s o f f i c e . I t has occurred to me, the re fo re , t ha t the Board might 
des i r e to recommend t h a t Congress amend the law so as to make such 
notes c l e a r l y e l i g i b l e for red iscount . 

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



SEPEA1 OP EDGE ACT, 

I t has been suggested a number of times t h a t i t might be ad-
v i sab le f o r the Board to re commend tha t Congress repeal s e c t i on 25(a) 
of the Federal Reserve Act, commonly known as the Edge Act, which p ro -
vides f o r the organiza t ion under Federal char te r s of corporat ions to 
engage i n i n t e r n a t i o n a l and fo re ign banking and f o r the examination and 
supervis ion of such corporat ions by the Federal Reserve Board. Only a 
few such corporat ions have been organized; none of them have been very 
s u c c e s s f u l ; and a t p resen t there a re only two such corporat ions engaged 
i n bus iness and one other which has been granted a pre l iminary permit 
to t r a n s a c t such business as may be inc iden ta l to i t s organizat ion but 
which has not ye t pa id i n i t s c a p i t a l and obtained a f i n a l permit to 
t r a n s a c t bus iness . This would ind ica te that the Edge Act i s not p r o -
duct ive of ranch good. On the o ther hand, the Board rece ives numerous 
i n q u i r i e s regarding the organizat ion of such corporat ions and occasional 
app l i ca t ions f o r permits to organize such corporat ions which i n d i c a t e 
tha t the Edge Act o f f e r s a constant temptation to promoters to organize 
such corporat ions s o l e l y f o r the purpose of s e l l i n g s tock the re in with 
the added advantage of being able to adver t i se t h a t such corpora t ions 
are organized under Federal law and are under the supervis ion of the 
Federal Reserve Board. In view of a l l these circumstances, i t might be 
advisable f o r the Board to consider a t t h i s time whether i t should 
recommend to Congress tha t the Edge Act be repealed . 

POWER TO REMOTE DIRECTORS AND OFFICERS 
OF BAKES. , ' 

While no formal recommendation to tha t e f f e c t was made, i t was 
suggested during the l a s t meeting of the Federal Advisory Council t ha t i t 
would enable the Comptroller of the Currency more e f f e c t i v e l y t o take s teps 
to prevent bank f a i l u r e s i f he were authorized to remove from o f f i c e 
d i r e c t o r s and o f f i c e r s of na t iona l banks which a re v i o l a t i n g the 
banking laws, engaging i n unsound c r ed i t p r a c t i c e s , or otherwise manage-
ing t h e i r banks i n a manner l i k e l y to lead to d isas te r . , Such an amendment 
was recommended by the Comptroller of the Currency i n h i s Annual Reports 
f o r the year 1895 and f o r the years 1914 to 1921, i n c l u s i v e . A s imi l a r 
amendment to the New York Banking Law was r ecen t ly recommended by the 
Superintendent of Banks of the Sta te of Hew York i n h i s Annual Report fo r 
the year ending December 31, 1930, page 13. 

I t i s pos s ib l e t h a t Congress would not be w i l l i ng to g ran t such 
d r a s t i c power to a s i ng l e Government o f f i c e r ; but i t might be w i l l i n g to 
au thor ize the Federal Reserve Board to exerc ise such power upon the recom-
mendation of the Comptroller of the Currency. The Board, t h e r e f o r e , may 
des i r e to consider the a d v i s a b i l i t y of recommending to Congress an amend-
ment e i t h e r to the National Bank Act or to the .Federal Reserve Act, g ran t -
ing e i t h e r to the Comptroller of the Currency or the Federal Reserve Board, 
the power to remove o f f i c e r s and d i r e c t o r s of na t iona l banks, and poss ib ly 
of S t a t e member banks, under the circumstances ou t l ined above. 
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OTHER POSSIBLE AifflHPMSEfTS EES I SITED TO PKEV53TT1 BASK FAILURES. 

• " " ' -Sv' . . . • f , 

The Board, might a l so des i re to consider what other amendments to 
the "banking laws could be recommended with a view of prevent ing bank f a i l u r e s . 
To a s s i s t the Board in considering th is quest ion, I r e s p e c t f u l l y submit 
herewith: (1) A summary of a l l recommendations f o r l e g i s l a t i o n of t h i s 
charac ter made by the Comptroller of the Currency in h i s jtitoual Reports 
from the year 1863 up to and including the year 1930; and (2) c e r t a i n 
excerpts from the Annual Report of the Superintendent of Banks of the 
S ta te of New York f o r the year ending December 31, 1930, recommending 
amendments to the New York Banking Law. 

Respec t fu l ly , 

Walter Wyatt, 
General Counsel. 

W OMC-SAD-GC 
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EXCERPTS FROM A32IUAI REPORT OF THE SUPERIHMBB2IT OF BANKS 
OF THE STATE OF $TEW YOBK. FCB THE YEAE E3DI1TG DECEMBER 31, 1930. 

(Pages 12 to 15 i n c l u s i v e . ) 

HEf LBJISLATIOlT EECOMME2JI3ED. 

"1. $o amend the Banking Law in order to permit prompt mergers 
of banking i n s t i t u t i o n s i n case of emergency or when, necessary to p r o -
t e c t the i n t e r e s t s of deposi tors and shareholders , "by providing t h a t 
with the approved of the Superintendent of Banks, the boards of d i r e c t o r s 
of any two or more banking i n s t i t u t i o n s may merge such i n s t i t u t i o n s 
under an agreement which w i l l p r o t e c t and preserve the -equit ies of 
the respec t ive s tockholders * Such amendment .might a l s o provide t h a t 
such agreement s h a l l be sub jec t to the approval of a J u s t i c e of the 
Supreme Court of New York. 

"Under the e x i s t i n g law when a banking i n s t i t u t i o n , because of 
lack of l i q u i d i t y or deprec ia t ion i n the value of a s s e t s , can no longer 
s a f e l y be permi t ted to continue i n the conduct of i t s bus iness , the 
Superintendent of Banks i s placed i n the p o s i t i o n of being obliged to 
e i t h e r c lose such i n s t i t u t i o n or urge t h a t i t merge vrith some i n s t i t u t i o n 
having a sound f i n a n c i a l s tanding . The l a t t e r remedy,, providing the merger 
i s a proper one, i s much to be p r e f e r r e d to the f i r s t , f o r the reason t h a t . 
the c los ing of an i n s t i t u t i o n undermines pub l i c confidence gene ra l ly and 
o f t en leads to heavy withdrawals from other i n s t i t u t i o n s . Furthermore, 
the c los ing of a banking i n s t i t u t i o n may r e s u l t in l o s s to depos i tors fo r 
no o ther reason then the f a c t tha t the closing operates to deprec ia te the 
value of c e r t a i n c l a s se s of a s s e t s , not e a s i l y l i q u i d a t e d , though of 
s u b s t a n t i a l value to a going i n s t i t u t i o n . 

"Why not mergers then i n a l l cases where the condi t ion of an 
i n s t i t u t i o n w i l l not j u s t i f y permi t t ing i t to continue i n business? Under 
the p resen t law, mergers to become e f f e c t i v e must be approved by s tock-
ho lde r s . To procure such approval i t may be necessary to inform them of 
the f a c t s n e c e s s i t a t i n g the merger, which i s l i k e l y to lead to u n c e r t a i n t y 
and rumors, r e s u l t i n g i n runs which may cause the i n s t i t u t i o n ' s c los ing be-
fo re the merger can be e f f e c t e d . Furthermore, because of rumors which may 
o r i g i n a t e suddenly, i t becomes necessary i n some ins tances to accomplish 
mergers over n ight i f i n s t i t u t i o n s are to be saved, which under the p r e s -
ent law i s impossible s ince approval by s tockholders must be obtained a t 
a meeting held on two weeks' n o t i c e . 

"For these reasons , and because i t i s a mat ter of g rea t p u b l i c 
i n t e r e s t t ha t banking i n s t i t u t i o n s be closed only i n cases where there i s 
no o ther a l t e r n a t i v e , i t i s urged t h a t the Leg i s l a tu r e , which i s about to 
meet, adopt l e g i s l a t i o n pe rmi t t ing , i n cases where an emergency e x i s t s , 
the merger of banking i n s t i t u t i o n s by ac t ion of the respec t ive boards of 
d i r e c t o r s without the approval of s tockholders . The proposed s t a t u t e , which 
i s now i n process of being d r a f t e d , w i l l permit such a merger only i n cases 
where the Superintendent of Banks declares tha t such ac t ion i s necessary in 
order to avoid c los ing one of the i n s t i t u t i o n s . I t a l s o makes ample p ro-
v i s i o n f o r the p r o t e c t i o n of the i n t e r e s t of s tockholders of the merging 
i n s t i t u t i o n s . 
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"Had the p re sen t law contained such a p rov i s ion , the Baltic of 
United S t a t e s would have "been merged with one of our s t ronges t 
i n s t i t u t i o n s and i t s c los ing avoided. 

"2 . To permit the Superintendent to remove from o f f i c e , o f -
f i c e r s or d i r e c t o r s of tanking i n s t i t u t i o n s who have "been g u i l t y of 

• p e r s i s t e n t v i o l a t i o n s of the hanking law, or of a continuance of un-
s a f e and unsound p o l i c i e s and p r a c t i c e s . 

"3. To permit the Superintendent to i n s i s t upon chargeoffs 
as d i r e c t e d "by the Department, * i t h i n s i x t y days a f t e r r e ce ip t of 
n o t i f i c a t i o n , pe rmi t t ing reserves to he es tab l i shed i n l i e u of 
cha rgeof f s . 

"4. To provide tha t the s tock of a l l banks and t r u s t com-
panies and other corpora t ions sub jec t to the supervis ion of the Bank-
ing Department he evidenced hy ind iv idua l c e r t i f i c a t e s of s tock, which 
s h a l l not he coupled wi th the stock of any other corpora t ion . A l l 
such arrangements e x i s t i n g a t the p resen t time s h a l l terminate wi th in 
two yea r s . 

*5. To l i m i t the extension of c r ed i t and investment of funds 
i n s tock and ob l iga t ions of a f f i l i a t e d corporat ions a s def ined i n Sec-
t ion 39 of the Banking La*, hy providing tha t the aggregate investment 
i n c a p i t a l shares or ob l iga t ions o f , or d i r e c t or i n d i r e c t loans t o , 
or loans secured hy the shares or obl iga t ions o f , any corporat ion 
a f f i l i a t e d with a banking i n s t i t u t i o n and or any subs id ia ry corporat ion 
of such a f f i l i a t e d corpora t ion , s h a l l not exceed i n the aggregate 10 
per cent of the c a p i t a l and surplus of any banking i n s t i t u t i o n . 

"6 . To p r o h i b i t any o f f i c e r , c le rk or other employee of a 
bank or t r u s t company from borrowing from the i n s t i t u t i o n of which he 
i s an o f f i c e r , c l e r k or other enployee and from becoming obl igated 
d i r e c t l y or i n d i r e c t l y , condi t iona l ly or otherwise to such i n s t i t u t i o n . 

"7. To provide t h a t an o f f i c e r of a banking i n s t i t u t i o n s h a l l 
not be permit ted to become an o f f i c e r of any company engaged p r i m a r i l y 
in the bus iness of the purchase and s a l e of s e c u r i t i e s . . 

"8 , To provide t h a t every d i r ec to r of any banking i n s t i t u t i o n 
who i s d i r e c t l y , i n d i r e c t l y , cond i t iona l ly or otherwise obl igated on 
any loan or other extension of c r e d i t made by such i n s t i t u t i o n to such 
d i r e c t o r or other i nd iv idua l , pa r tne r sh ip , unincorporated a s soc i a t i on 
or corpora t ion s h a l l f i l e with such i n s t i t u t i o n once i n each year and 
a t such other times as the Superintendent may r e q u i r e , a statement of 
h i s f i n a n c i a l condi t ion . 

"9 . To change the per iod within which d i r e c t o r s ' examinations 
are to be made to provide f o r such examinations a t l e a s t once i n each 
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" s ix months' pe r iod . The scope of such examinations to include a 
complete review by each d i r ec to r of a l l loans' and investments in 
excess of one- tenth of 1 per cent of the c a p i t a l and surplus of such 
i n s t i t u t i o n (exceeding a minimum of $1000 however) including a l l ex-
tensions of c r e d i t t o a f f i l i a t e d or subs id ia ry companies. At l e a s t 
once i n two successive years such examination i s t o include a couplete 
v e r i f i c a t i o n of depos i t l i a b i l i t i e s . 

"10. To r equ i r e tha t banks and t r u s t companies s h a l l , a t the 
end of each yeax% rezider to s tockholders a r epor t showing the a t t e n d -
ance o f , d i r e c t o r s a t meetings he ld during tha t yea r . 

• * * * * * * . * 

"12. To l i m i t the amount of the funds of any banking i n s t i t u -
t ion tha t may be deposi ted with any other banking i n s t i t u t i o n , g iv ing 
e f f e c t to the varying exigencies a t t ach ing t o the deposi t ing of funds 
with (a) designated reserve depos i t a r i e s ; (b) domestic banking i n s t i -
t u t i o n s not ac t ing as reserve agents ; (c) fore ign banking i n s t i t u t i o n s . 

• * * * , *' * * * 

"14. To omit fo re ign exchange balances c red i t ed to a banking 
i n s t i t u t i o n from the i tems tha t may be deducted from the t o t a l de* 
p o s i t s of such banking i n s t i t u t i o n in a r r i v ing a t the aggregate demand 
depos i t s thereof aga ins t which reserves a re requi red to be maintained* 

* * * * 7 -•* * * * 

"17. To l i m i t the aggregate amount of funds which a banking 
i n s t i t u t i o n may inves t in the s tock, conver t ib le bonds, or other ob-
l i g a t i o n s of o ther corpora t ions . 

* - * * * - * * * # 

"19. To provide t h a t any holding company whi<& owns s tock 
of a banking i n s t i t u t i o n s h a l l be required to maintain reserves or 
su re ty bonds to p r o t e c t the s t a t u t o r y double l i a b i l i t y which a t t a c h e s 
to such s tock . 

* * * # * * * * 

"23. To permit the Superintendent to order , a t the expense of 
a bank or t r u s t company, appra i sa l s of r ea l e s t a t e p r o p e r t i e s owned by 
or mortgaged to such i n s t i t u t i o n , tiy independent, i n p a r t i a l app ra i s e r s 
of recognized s tand ing . " 

|7 86 
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January 7, 1931. 

SUBJECT? Amendments suggested by Comp-
t r o l l e r s of the Currency from 1863 to 
1930 designed to prevent tank f a i l u r e s . 

In accordance with your reques t , 1 have examined the annual r e -
ports, made to Congress by Comptrollers of the Currency from the year 1863 
down to date to determine what amendments to the law designed to prevent 
bank f a i l u r e s have been suggested by the o f f i c e of the Comptroller of the 
Currency. In compiling the suggested amendments, I ' have omitted any such 
amendments wliich i t appears have been s u b s t a n t i a l l y enacted i n t o laws. In 
a number of cases , the repor t s of the Comptroller of the Currency repeat 
suggest ions f o r amendments which have previous ly been madei In these cases, 
I have omitted such r e p e t i t i o n s unless some mater ia l change has been made 
i n the previous recommendations. The suggested amendments I have discovered 
t r i l l be described below with a c i t a t i o n to the r epor t of the Comptroller of 
the Currency in which the suggestion may be found. 

1863 • 

In h i s r epo r t of 1863, the Comptroller of the Currency suggested 
tha t a number of amendments be made to the National Bank Act. Most of the 
suggested amendments were f o r the purpose of c l a r i f y i n g ex i s t i ng prov is ions 
of the Act and to remove ambiguit ies i n the p rov is ions of the Act . Two of 
the amendments contained i n t h i s r e p o r t , however, were apparent ly made p r i -
mari ly f o r the purpose of avoiding bank f a i l u r e s . 

(1) An amendment providing tha t the f a i l u r e of a na t iona l bank be 
declared prima f a c i e f raudulen t and tha t the o f f i c e r s and d i r e c t o r s under 
whose adminis t ra t ion each insolvency sha l l occur be made pe rsona l ly l i a b l e 
f o r the debts of the bank and be punished cr iminal ly un less i t s h a l l appear 
upon i n v e s t i g a t i o n t h a t i t s a f f a i r s were honest ly adminis tered. This p ro-
v i s ion rras intended to take the p lace of ex i s t i ng l i a b i l i t y of s tockholders 
i n a na t i ona l bank. (Report on the Finances, 1863, p . 51.) 

(2) An amendment to provide t h a t no na t iona l bank sha l l commence 
business r i t h a l e s s c a p i t a l a c t u a l l y pa id in then $50,000. The Comptroller 
a l so suggested tha t a na t iona l bank should not be organized with a cap i t a l 
of l e s s then $100,000* $50,000 to be pa id in a t the commencement of bus i -
ness and the balance i n ins ta l lments of 10% every 60 days t h e r e a f t e r . 
(Heport on the Finances, 1863, p . 5 1 . ) 

1864. 

-To recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1865. 

TO Mr. Wyatt 

FROM Mr. Wingfield. 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s 
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1866. 

(1) An amendment author iz ing the C o n t r o l l e r of the Currency to 
appoint a rece iver rhenever s a t i s f a c t o r y evidence i s furnished t h a t any 
na t iona l hank i s not carrying on the proper "business of hanking; t h a t 
any of i t s r e p o r t s requi red hy law have "been f a l s e or f raudulen t ; t ha t 
i t s funds have been w i l f u l l y misapplied by the o f f i c e r s or d i r e c t o r s i n 
v i o l a t i o n of law or t h a t i t has committed any ac t of insolvency. (Re-
por t of 1865, p . XI I . ) 

(2) An amendment l imi t ing loans to , or depos i t s wi th , p r i v a t e bankers 
or b rokers . (Report of 1866, p . XI I . ) 

(3) An amendment to require monthly r a t h e r than quar te r ly r epo r t s 
of condi t ion of na t iona l banks. (Report of 1866, p . XI I . ) 

1867-1886 

During these years , the Comptroller of the Currency d id not make 
nay not? recommendations fo r amendments to the n a t i o n a l Bank Act designed 
to prevent bank f a i l u r e s . 

1887 

(1) An amendment to p r o h i b i t a major i ty of the board of d i r e c t o r s 
of a na t iona l bank from cons is t ing of the o f f i c e r s of the na t iona l bank. 
(Report of 1887, p . 4 . ) 

(2) An amendment requi r ing d i r e c t o r s of a na t i ona l bank to include 
in t h e i r oath of o f f i c e an obl iga t ion to inform themselves a t a l l t imes 
as to the bus iness and condition of the na t iona l bank. (Report of 1887,p.4) . 

(3) An amendment r e s t r i c t i n g the investment by na t ional banks i n 
r e a l e s t a t e s e c u r i t i e s . (Report of 1887, p . 8 . ) 

(4) An amendment to provide a pena l ty f o r making loans cont rary 
to law. (Report of 1887, page 8 . ) 

(5) An amendment requi r ing the d i r e c t o r s of na t iona l banks to 
charge of f a l l l o s se s and bad debts before the payment of d ividends. 
(Report of 1887, p . 9 . ) 

In h i s r epo r t of 1887, the Comptroller suggested the enactment of 
a na t iona l bank code incorpora t ing a number of changes in the Rat ional Bank 
Act, as i t ex i s t ed a t t h a t t ime. The amendments above described appear to 
be the most important changes suggested and incorporated in t h i s proposed 
code to prevent the f a i l u r e of na t iona l banks. The code i s se t out on 
pages 12-38 of the Henort of the Comptroller of the Currency f o r the year 
1887. 
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1888-1890 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1891 

(1) An amendment to p r o h i b i t ac t ive o f f i c e r s of a National Bank from 
borrowing from the bank with which he i s connected and l imi t ing the loans to 
any d i r e c t o r of a Nat ional Bank to 20$ of the pa id up c a p i t a l of the bank. 
(Report of 1891, p . 31 . ) 

(2) An amendment to requi re the pub l i ca t ion of l i a b i l i t i e s of o f f i c e r s 
and d i r e c t o r s of n a t i o n a l banks. (Report of 1891, p . 31 . ) 

1892 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1893 

An amendment to requi re National Bank examiners to take an oath of 
o f f i c e and to give bond i n such amount and with such s u r e t i e s as the 
Comptroller of the Currency may r equ i r e . (Report of 1893, p . 23 . ) 

1894 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . , 

1895 

An amendment to author ize the Comptroller of the Currency with the 
approval of the Secre tary of the Treasury, a f t e r a hear ing, to remove o f f i -
cers and d i r e c t o r s of National Banks for v io l a t i ons of law and mismanagement 
of the bank. ( Report of 1895, p . 21 . ) 

1896 

(1) An amendment l imi t ing loans to o f f i c e r s of a National Bank and 
requ i r ing tha t a l l loans to o f f i c e r s and d i r e c t o r s of National Banks be 
secured by c o l l a t e r a l or by personal endorsement. ( Report of 1896, p . 100.) 

(2) An amendment to require the d i r e c t o r s of each National Bank to 
make an examination of the batik a t l e a s t once a year and submit a r epor t 
thereof to the Comptroller of the Currency. ( Report of 1896, p , 100.) 

1897-1899 

No recommendation for amendments designed to prevent bank f a i l u r e s . 
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1900 

(1) An amendment to l im i t loans to o f f i ce r ' s ; d i r ec to r s and employees 
of National Banks. (Report of 1900, p . XIV.) 

(2) An amendment p re sc r ib ing a s p e c i f i c pena l ty fo r v i o l a t i o n s of 
Section 5200 Revised S t a tu t e s of the United S t a t e s . (Report of 1900, p.XVIII .) 

1901-1905 

Ho recommendation f o r amendments designed to prevent "bank f a i l u r e s . 

1906 

2To recommendation other than with re ference to extending the j u r i s -
d i c t i on of the Comptroller of the Currency of banks i n the D i s t r i c t of Columbia 
and with re fe rence to the i s sue of currency by na t iona l banks. (Report of 
1906, pages 63-78.) 

1907 

Ho recommendation other than a general d iscuss ion of the need for a 
cen t ra l reserve and note i ssue system. 

1908 

Ho recommendation f o r amendments designed to prevent bank f a i l u r e s . 

1909 

2To recommendation fo r amendments designed to prevent bank f a i l u r e s , but 
re fe rence i s made to suggestions made by Comptroller of the Currency to the 
Nat ional Monetary Commission. (Report of 1909, page 94.) 

1910 

Ho recommendation fo r amendments designed to prevent bank f a i l u r e s . 

1911 

(1) An amendment to provide tha t any corporat ion which purchases stock 
of a na t iona l bank s h a l l be l i a b l e fo r assessment on such shares . I t appears 
tha t corporat ions which have purchased na t iona l bank stock without having 
a u t h o r i t y under t h e i r char te r to do so, are no t , i n view of c e r t a i n court 
dec i s ions , sub jec t to an assessment on such s tock . This amendment was sug-
ges ted to take care of t h i s s i t u a t i o n . (Report of 1911, page 80.) 

(2) An amendment to provide tha t criminal of fenses a r i s i n g under the 
p rov is ions of the National Bank Act may be prosecuted a t any time wi th in ten 
years a f t e r the commission of the o f fence . (Report of 1911, page 82.) 

1912-1913 

No recommendation for amendments designed to prevent bank f a i l u r e s . 
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m± 
(1) i n amendment t o a u t h o r i z e t h e Comptroller of the Currency to 

p e n a l i z e "by impos i t i on of a p p r o p r i a t e f i n e s a l l i n f r a c t i o n s and v i o l a t i o n s 
of law an& the Comptroller*e r e g u l a t i o n s , such f i n e s to be imposed upon the 
o f f end ing o f f i c i a l s , as we l l as upon the bank "by which they a r e employed. 
The Comptroller a l s o suggested t h a t c e r t a i n v i o l a t i o n s of the law and 
r e g u l a t i o n s should, "be pun ishab le by imprisonment as w e l l a s by f i n e s . 
(Report of 1914, page 1 7 . ) 

(2) An amendment f i x i n g a l i m i t upon the aggregate amount which a 
n a t i o n a l bank may l a w f u l l y loan t o or d i scount f o r , d i r e c t l y or i n d i r e c t -
l y , a s i n g l e bor rower , such l i m i t t o be e i t h e r a pe rcen tage of the b a n k ' s 
c a p i t a l and s u r p l u s o r of i t s t o t a l loans« ( Report of 1914, page 1 7 . ) 

(3) A s p e c i f i c amendment a u t h o r i z i n g the Comptrol ler of the Cur-
rency t o impose a p p r o p r i a t e f i n e s f o r d i s r e g a r d of t h e Compt ro l l e r ' s i n -
s t r u c t i o n s wi th r e f e r e n c e to o v e r d r a f t s * (Report of 1914, page 1 8 . ) 

(4) An amendment a u t h o r i z i n g t h e Comptrol ler of the Cusrfcncy t o 
en fo rce t h e adop t ion by each n a t i o n a l bank of a s t a n d a r d s e t o f by- lgws 
cover ing c e r t a i n e s s e n t i a l r u l e s and elementary r e g u l a t i o n s , (Report of 
1914, page 19 . ) 

(5) An amendment a u t h o r i z i n g the Comptroller of the Currency, wi th 
the approval of t h e S e c r e t a r y of t h e Treasury, t o r e q u i r e t h e removal of 
any d i r e c t o r or o f f i c e r of a n a t i o n a l bank g u i l t y of a v i o l a t i o n of any 
of the more impor tan t p r o v i s i o n s of the Ra t i ona l Bank Act and to d i r e c t 
t h a t s u i t be b rough t i n the name of the bank a g a i n s t such d i r e c t o r or o f -
f i c e r f o r l o s s e s s u s t a i n e d by malfeasance or misfeasance i n o f f i c e . 
(Report of 1914, page 1 9 . ) 

(6) An amendment p rov id ing t h a t i f a d i r e c t o r of a n a t i o n a l bank 
does n o t q u a l i f y and forward h i s oa th t o the Comptrol ler of the Currency 
w i t h i n t h i r t y days a f t e r h i s e l e c t i o n , a vacancy s h a l l be immediately de-
c l a r e d and s h a l l be f i l l e d by the remaining d i r e c t o r s and the d e r e l i c t 
d i r e c t o r be made i n e l i g i b l e f o r r e e l e c t i o n dur ing t h a t y e a r . (Report of 
1914, page 19 . ) 

(7) An amendment to p rov ide t h a t no n a t i o n a l bank s h a l l be p e r -
m i t t e d to hold d e p o s i t s i n excess of t en times i t s unimpaired c a p i t a l and 
s u r p l u s . (Report of 1914, page 2 1 . ) 

1915 

(1) An amendment t o p r o h i b i t o f f i c e r s of a n a t i o n a l bank from 
borrowing funds of the bank by which they a re employed. ( Report of 
1915, page 3 2 . ) 

(2) A$ amendment to p r o h i b i t a n a t i o n a l bank f r o m making any loan 
to a d i r e c t o r or a f i r m i n which a d i r e c t o r may be a p a r t n e r wi thou t 
fo rmal a u t h o r i t y of the board of d i r e c t o r s of t h e bank. (Report of 1915, 
page 3 2 . ) . 
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(3) An amendment to r e q u i r e a l l o f f i c e r s or employees of a 
n a t i o n a l bank having custody of i t s funds or s e c u r i t i e s or engaged i n the 
handl ing of i t s money to f u r n i s h s u r e t y "bonds. (Beport of 1915, page 32 . ) 

(4) An amendment p l ac ing a conserva t ive and p rope r l i m i t a t i o n 
upon the aggrega te amount of money any one pe r son , company, c o r p o r a t i o n , 
or f i r m may ob ta in from a n a t i o n a l bank through the d i scoun t ing of com-
merc ia l paper and b i l l s of exchange and p rov id ing a s p e c i f i c p e n a l t y 
e n f o r c e a b l e a g a i n s t the o f f i c e r s and d i r e c t o r s of the n a t i o n a l bank 
r e s p o n s i b l e f o r any v i o l a t i o n of the p rov i s ions of Sec t ion 5200 of the 
Revised S t a t u t e s . ( Beport of 1915, page 32 . ) 

(5) An amendment l i m i t i n g o v e r d r a f t s and making the d i r e c t o r s p e r -
s o n a l l y l i a b l e f o r any v i o l a t i o n of such l i m i t a t i o n s and a l s o r e q u i r i n g the 
o f f i c e r s of the bank to p r e s e n t a t each d i r e c t o r s ' meeting a l i s t of a l l over-
d r a f t s made s ince the p rev ious meet ing. (Beport of 1915, page 33 . ) 

(6) An amendment r e q u i r i n g a l l c e r t i f i c a t e s of depos i t to be signed 
by two o f f i c e r s of t h e bank and p rov id ing a p e n a l t y f o r the i s s u e of any 
such c e r t i f i c a t e not s igned by two o f f i c e r s . (Report of 1915, page 3 3 . ) 

(7) An amendment to p r o h i b i t any o f f i c e r or employee of a n a t i o n a l 
bank from e r a s i n g or caus ing to be e r a sed any e n t r i e s on the books of a n a t -
i o n a l bank and r e q u i r i n g any erroneous e n t r i e s t o be canceled i n such a 
manner t h a t i t i s no t impossible to dec ipher the o r i g i n a l e n t r y . 
(Report of 1915, page 33 . ) 

(8) An amendment l i m i t i n g the amount of i n t e r e s t a n a t i o n a l bank 
may pay on i t s d e p o s i t s to 4$, the r ed i scoun t r a t e of the Federa l r e s e r v e 
bank of the d i s t r i c t or the maximum r a t e al lowed by S t a t e law. (Report 
of 1915, page 3 3 . ) 

(9) An amendment a u t h o r i z i n g the Comptroller of the Currency to 
b r i n g proceedings a g a i n s t d i r e c t o r s of a n a t i o n a l bank f o r l o s s e s s u s t a i n e d 
by the bank through v i o l a t i o n s of the p r o v i s i o n s of the Na t iona l Bank Act 
or the Federa l Reserve Act . (Report of 1915, page 3 4 . ) 

(10) Dae Comptrol ler c a l l e d a t t e n t i o n to the f a c t t h a t a l l d i r e c t -
ors of a n a t i o n a l bank should be r e q u i r e d to se rve by t u r n f o r a s t a t e d p e r i o d 
on the execu t ive committee of the bank, bu t he d i d no t make a s p e c i f i c recom-
mendation f o r l e g i s l a t i o n on t h i s p o i n t . (Report of 1915, page 3 8 . ) 

The Comptrol ler a l s o renewed numerous recommendations f o r l e g i s l a t i o n 
which had p r e v i o u s l y been made by h i s o f f i c e . (Report of 1915, pages 39-42. ) 

1916 

(1) An amendment to provide t h a t any pe r son , f i rm or c o r p o r a t i o n 
o b t a i n i n g a loan or c r e d i t from a n a t i o n a l bank based on a f a l s e s t a tement , 
w i l f u l l y made, of the f i n a n c i a l cond i t i on of the borrower , s h a l l be g u i l t y of 
a f e l o n y pun i shab le by a p p r o p r i a t e p e n a l t i e s . (Report of 1916, page 19 . ) 
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(2) An amendment p rov id ing t h a t the "breaking or e n t e r i n g of a 
Na t iona l Bank f o r the purpose of t h e f t or robbery s h a l l be a crime pun i sh -
ab le under the laws of the United S t a t e s . (Beport of 1916, p . 1 9 . ) 

(3) An amendment p rov id ing t h a t no n a t i o n a l Bank s h a l l be p e r m i t -
ted t o t i e up by inves tment i n any o f f i c e or bank b u i l d i n g an amount i n 
excess of the p a i d - i n c a p i t a l of the bank. (Report of 1916, p . 2 0 . ) 

' " " . 

The Comptroller r epea ted numerous recommendations f o r l e g i s -
l a t i o n con ta ined i n h i s p rev ious r e p o r t s . (Beport of 1916, pp . 14 -19 . ) 

1917 

(1) An amendment to a u t h o r i z e the Compt ro l l e r ' s O f f i c e to r e q u i r e 
Na t iona l banks to s h i f t t h e i r bookkeepers and o ther employees from time to 
time from one desk or s e r v i c e to smother so as t o make i t d i f f i c u l t f o r 
employees to h ide d e f a l c a t i o n s or manipulate books. (Report of 1917, p . 23 . ) 

(2) An amendment p rov id ing f o r the Federal insurance or gua ran tee of 
d e p o s i t s i n Na t iona l banks where the c r e d i t t o any one i n d i v i d u a l amounts 
to a sum no t exceeding $5,000. (Report of 1917, p . 2 4 . ) 

(3) An amendment p r o h i b i t i n g any n a t i o n a l bank from making any 
charge a g a i n s t the account of a d e p o s i t o r except on a charge t i c k e t order 
s igned by a t l e a s t two o f f i c e r s of the bank. (Report of 1917, p . 2 7 . ) 

The Comptrol ler a l s o r epea t ed numerous recommendations f o r l e g -
i s l a t i o n made by h i s o f f i c e i n p r e v i o u s r e p o r t s . (Beport of 1917, pages 
18-22.) 

1918 

No new recommendation or amendment designed t o p reven t bank f a i l -
u r e s b u t numerous recommendations of p r ev ious years a r e r epea t ed i n t h i s 
r e p o r t of the Comptro l le r . 

1919 

No new recommendation f o r amendments to p r e v e n t bank f a i l u r e s 
but numerous recommendations of p rev ious years a r e r epea t ed i n t h i s 
r e p o r t of the Comptro l le r . 

1920 

(1) An amendment to enable a n a t i o n a l bank t o ob ta in r e l i e f i n 
emergency from a Jtederal r e s e r v e bank by use of s e c u r i t i e s o ther than 
e l i g i b l e paper or Uni ted S t a t e s bonds. (Report of 1920, page 5 2 . ) 

(2) An amendment to broaden and s t r e n g t h e n the p r o v i s i o n of law 
which p r o h i b i t s an o f f i c e r of a n a t i o n a l bank from p r o f i t i n g p e r s o n a l l y 
through con t ro l and u s e or misuse of the funds of t h e bank. (Report of 
1920, page 55 . ) 
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(3) The Comptrol ler c a l l e d a t t e n t i o n to the growing p r a c t i c e of 
e s t a b l i s h i n g " s e c u r i t i e s conpanies" as a d j u n c t s to n a t i o n a l banks and 
recommended t h a t Congress enact such p r o t e c t i v e l e g i s l a t i o n as the f a c t s 
obvious t endenc ies and e q u a l l y obvious p e r i l s of the f u t u r e so c l e a r l y 
demand. I n t h i s connect ion the Comptroller sugges ted t h a t such s e c u r i -
t i e s conpanies should be opera ted s e p a r a t e and a p a r t from the n a t i o n a l 
banks . The c e r t i f i c a t e s of s tock i n such c o r p o r a t i o n s should no t be 
t i e d up wi th the s t o c k c e r t i f i c a t e s of n a t i o n a l banks and the manage-
ment of the bank and s e c u r i t i e s co rpora t ion should be e n t i r e l y d i s t i n c t , 
even when the s t o c k h o l d e r s of one a r e the s t o c k h o l d e r s of the o t h e r s . 
(Report of 1920, pages 55-57 . ) 

(4) An amendment to p reven t the a c t i v e and s a l a r i e d execu t ive 
o f f i c e r s of a n a t i o n a l bank with r e sources i n excess of a p r e s c r i b e d 
amount ($3,000,000 or $5,000,000 sugges ted a s such p r e s c r i b e d amount) 
from ho ld ing p o s i t i o n s as d i r e c t o r s , t r u s t e e s , or o f f i c e r s of o the r 
b u s i n e s s , i n d u s t r i a l , r a i l r o a d or o the r commercial c o r p o r a t i o n s , or 
a s s o c i a t i o n s . (Report of .1920, page 57 . ) 

(5) An amendment r e q u i r i n g d i r e c t o r s to f u r n i s h to s tockho lde r s 
a t each annual meet ing a s ta tement of the a s s e t s and re sources of the 
bank, the p r o f i t and l o s s f o r the y e a r , s t a t ement as t o the s a l a r i e s 
p a i d to t h e i r p r i n c i p a l o f f i c e r s , and the average s a l a r y p a i d t o a l l 
employees. (Report of 1920, pages 57-60/ ) 

The Comptroller i n t h i s r e p o r t a l s o c a l l s a t t e n t i o n t o numerous 
recommendations f o r l e g i s l a t i o n which had p r e v i o u s l y been made. 
(Report of 1920, pages 60-68.) • 

1921 

The Comptroller i n t h i s r e p o r t c a l l e d a t t e n t i o n to numerous 
recommendations f o r enactment of l e g i s l a t i o n p r e v i o u s l y made by h i s 
o f f i c e . (Report of 1921, page 11 . ) 

1922 

(1) An amendment to r e q u i r e an i n c r e a s e i n c a p i t a l of n a t i o n -
a l banks commensurate wi th an i n c r e a s e i n depos i t l i a b i l i t i e s . 
(Report of 1922, page 5 . ) 

(2) An amendment to r equ i r e the oath of a d i r e c t o r of a n a t i o n -
a l bank to be f i l e d wi th the Comptroller w i th in t h i r t y days succeeding 
h i s e l e c t i o n and making any d i r e c t o r who becomes d i s q u a l i f i e d by 
hypo theca t ion of h i s s t o c k i n e l i g i b l e to reappointment dur ing the r e -
mainder of the y e a r . (Report of 1922, page 6 . ) 

The Comptroller i n t h i s r e p o r t a l s o c a l l e d a t t e n t i o n t o recom-
mendations f o r enactment of l e g i s l a t i o n p r e v i o u s l y made by h i s o f f i c e . 
(Reper t of 1922, page 5 . ) 
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1923 

ITo recommendation f o r amendments designed t o p reven t 'bank f a i l u r e s . 

1924 

A recommendation f o r the passage of p r o v i s i o n s conta ined i n the 
McFadden B i l l . I t does no t appear , however* t h a t any of the p r o v i s i o n s 
of t h i s b i l l were p r i m a r i l y designed to p reven t "bank f a i l u r e s excep t 
p o s s i b l y the recommendation t h a t t h e r e a f t e r t h e f t s by bank examiners 
and c e r t a i n o the r o f f e n c e s be made pun ishab le under the Federal Law. 

1925 

Comptroller renewed h i s recommendation t h a t the McFadden B i l l 
be e n a c t e d . 

1926 

Comptroller renewed h i s recommendation f o r the enactment of 
the McFadden B i l l . 

1927 

ITo recommendation f o r amendments designed to p reven t bank 
f a i l u r e s . 

1928 

( l ) An amendment to provide f o r r e s t r i c t i o n s on t r u s t companies 
l o c a t e d ou t s ide of the D i s t r i c t of Columbia, but doing a f i d u c i a r y 
b u s i n e s s w i t h i n the D i s t r i c t of Columbia, and to p rov ide f o r s u p e r v i s i o n 
of such t r u s t i n s t i t u t i o n s . (Heport of 1928, page 5 . ) 

1929 

(1) An amendment to permi t n a t i o n a l banks wi th the approval of 
the Comptrol ler of the Currency to e s t a b l i s h branches w i th in the t r a d e 
a r e a s of the c i t i e s w i t h i n which such banks may be s i t u a t e d . (Report 
of 1929, page 5 . ) 

(2) An amendment which would b r i n g bank s t o c k ho ld ing companies 
under some degree of Federa l s u p e r v i s i o n where they own the m a j o r i t y of 
the s tock of more than one n a t i o n a l bank and a f u r t h e r amendment to 
s a f egua rd the s h a r e h o l d e r s ' l i a b i l i t y i n cases where the s t o c k of a 
n a t i o n a l bank i s h e l d by a hold ing company. (Report of 1929, page 9 . ) 

(3) An amendment making i t a c r imina l o f f e n c e t o c i r c u l a t e 
any. f a l s e r e p o r t concerning any member of the Federa l Reserve System 
i n d i c a t i n g inso lvency or unsound f i n a n c i a l cond i t ion or which may tend 
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to cause the wi thdrawal of depos i t s from such hank. (Report of 1929, 
page 1 0 . ) 

(4) An amendment to empower the Comptroller of the Currency 
to make r e g u l a t i o n s governing savings "banks or t r u s t companies doing 
a banking b u s i n e s s i n the D i s t r i c t of Columbia, (Report of 1929, 
page 1 0 . ) 

(5) An amendment p r o h i b i t i n g b u i l d i n g and loan a s s o c i a t i o n s 
from doing bus ine s s i n the D i s t r i c t of Columbia except wi th the p e r -
miss ion of the Comptrol ler . (Report of 1929, page 1 0 . ) 

1930 

(1) An amendment to a u t h o r i z e a committee composed of the 
S e c r e t a r y of the Treasury , the Governor of the Federa l Reserve Board, 
and the Comptroller of t h e Currency, to s e l e c t c i t i e s which a r e 
commercial c e n t e r s i n the United S t a t e s and to map out t h e i r t r a d e 
a r e a s ; to d e f i n e the term " t r ade a r e a " ; t o a u t h o r i z e n a t i o n a l banks 
s i t u a t e d i n any such c i t i e s , with the approval of the Comptroller of 
the Currency, to e s t a b l i s h branches w i th in the t r a d e a r e a of the 
c i t y ; and to r e q u i r e t h a t t h e p a i d - i n c a p i t a l s t ock of any n a t i o n a l 
bank so e s t a b l i s h i n g branches s h a l l not be l e s s than $1,000,000, and 
t h a t the r a t i o of i t s c a p i t a l and s u r p l u s to d e p o s i t s s h a l l be main-
t a i n e d a t not l e s s than 1 to 10. ( Report of 1930, page 5 . ) 

(2) An amendment to permi t any banks s i t u a t e d w i th in a t r a d e 
a r e a to c o n s o l i d a t e , wi th the approval of the Comptrol ler of the 
Currency, under a n a t i o n a l c h a r t e r and to s p e c i f i c a l l y a u t h o r i z e the 
Comptrol ler to d isapprove any such conso l i da t i on upon the ground t h a t 
i t might r e s u l t i n an undue concen t r a t i on of banking c a p i t a l w i t h i n 
the t r a d e a r e a . (Report of 1930, page 5 . ) 

(3) An amendment c o n f e r r i n g upon the Comptrol ler of the 
Currency such v i s i t o r ! a l powers as may enable him to examine i n t o the 
a f f a i r s of any c o r p o r a t i o n which owns or c o n t r o l s a m a j o r i t y of the 
s t o c k of any n a t i o n a l bank. (Report of 1930, page 6 . ) 

(4) An amendment p r o h i b i t i n g any co rpo ra t ion from owning the 
m a j o r i t y of the s t o c k of any n a t i o n a l bank i f a t the same time i t 
owns the m a j o r i t y of the s tock of a S t a t e bank. (Report of 1930, 
page 6 . ) 

(5) An amendment to p r o h i b i t a n a t i o n a l bank from loan ing 
upon the s e c u r i t y of the s tock of a co rpora t ion which may own the 
m a j o r i t y of the s t o c k of such n a t i o n a l bank. (Report of 1930, page 6 

(6) An amendment to a u t h o r i z e the Comptroller of the Cur-
rency to examine s e c u r i t y or investment companies a f f i l i a t e d wi th 
a n a t i o n a l bank. (Report of 1930, page 10 . ) 
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The Comptroller of the Currency i n h i s r e p o r t f o r 1930 a l s o 
renewed a number of recommendations f o r l e g i s l a t i o n which were con-
t a i n e d i n h i s p r ev ious Aaiiti&l Repor t s . 

R e s p e c t f u l l y , 

B- Magruder Wihgf ie ld 
A s s i s t a n t Counsel. 

BMf-omc-sad 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6799 

January 16, 1931« 

SUBJECT: 3xpense, Main Line , Leased Wire System, 
December, 1930. 

Dear S i r : 

Snc losed herewi th you w i l l f i n d two mimeo-
graph s t a t e m e n t s , X-6799-a and X-6799-b, covering 
i n d e t a i l ope ra t ions of the main l i n e , Leased Wire 
System, dur ing the month of December, 1930. 

P l e a s e c r e d i t the amount payable by your 
bank i n the g e n e r a l account , T reasu re r , U. S . , on 
your books, and i s s u e C/D Form 1, Na t iona l Banks, 
f o r account of " S a l a r i e s and Expenses, Federa l Re-
serve Board, Spec ia l Fund", Leased Wire System, 
sending d u p l i c a t e C/D to the Federal Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

Enc losu re s . 

To Governors of a l l F. R. Banks except Chicago 
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REPORT SHOWING CLASSIFICATION AND NUMBER OP WORDS TRANSMITTED OVER MAIN USE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOB THE MOUTH OF December, 1930. 

X-6799-a 

From 

Business 
reported 

ty 
banks 

Words sent ty 
New York charge-
able to other 
F. R„ Banks (1) 

Net Federal 
Reserve 
Bank 
business 

Percent of t o t a l 
bank business (*) 

Boston 30,517 4,629 35,146 3.41 
New York 150,834 - 150,834 14.65 
Philadelphia 38,593 2,787 41,380 4 .02 
Cleveland 91,929 4,413 96,342 9 .36 
Richmond 66,032 4,076 79,108 6.81 
Atlanta 70,065 10,025 80,090 7.78 
Chicago 111,590 5,162 116,752 11.34 
St . Louis 102,726 4,172 106,898 10.39 
Minneapolis 38,559 . 4,756 43,315 4 .21 
Kansas City 88,278 4,289 92,567 8.99 
Dallas 71,775 . 12,841 84,616 8.22 
San Francisco 105,599 5,775 111,374 10.82 

* o t a l 966,497 62,925 1,029,422 100.00 

1,350,327 

Treasury Department business Incoming and Outgoing 

Total words transmitted over main l ines . 

(*) These percentages used in calculat ing the pro rata share of leased wire exoense as shown 
on the accompanying statement (X-6799~h). 

(1) Number of words sent by New York to other F. R. Banks for the ir so le benef i t charged to 
banks indicated in accordance with act ion taken at Governors' Conference 

November 2 - 4, 1925-

166,126 

1,516,453 
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BEPORT OF EXPENSE. MAIN LINE 
FEDERAL R2SBRVE LEASED WIRE SYSTEM, DECEMBER, 1930. 

X-6799-% 

Name of Bank 
Operators' Operators' 

Salaries Overtime 
Wire 

Rental 
Total 

Expenses 

Pro Rata 
Share of 
Total 

Expenses Credits 

Payable to 
Federal 
Reserve 
Board 

Boston 

8 S CVJ 

-ff> — $ - <&• % O O 711.86 $ 260.00 $ 451,86 
New York 1,129.46 - - 1,129.46 3,052.27 - 1,129.4b 1,923# 81 
Philadelphia 225.00 — - 225.00 839-20 225.00 6 i4 .20 
Cleveland 306.66 - - 306.,66 1,953^95 3 0 6 . 0 6 ' 1,647.29 
Richmond 225.00 - 230.00(&) 455.00 1 ,421.63 455.00 966.53 
Atlanta 270.00 - 270.00 1 ,624.12 270.00 1,354.12 
Chicago 3,690,oo(#) 6.00 - 3,696.00 2,367-29 3,696.00 1,328,71<*) 
St. Louis 195.00 4.00 - 199.00 2,168.97 199.00 1,969.97 
Minneapolis 200.00 — — 200.00 878.86 200.00 678.86 
Kansas City 257.50 - - 257.50 1 ,876.71 257•SO 1,589.21 
Dallas 251.00 •75 - 251.75 1,715.97 251.75 1,464.22 
San Francisco 320.00 3 8 0 . 0 0 2,2S5.74 3 so. 00 1,878-74 
Federal Reserve Board — 15,753.44 15,723.44 - — -

Total $ 7,419.62 $ 10.75 $ 16,013.44 $ 2 3 , 4 4 3 . n $ 
2.568.24(a) 

20,875-57 * 7,660.37 $ 14,543.91 
1,328.71(b) 

* 13,215-20 

(4) Main Line r e n t a l , 3ichmond-Washingto n. 
( f ) Inc ludes s a l a r i e s of Washington ope ra to r s . 
(*) C r e d i t . 
(a ) Received $2,568.24 from Treasury Department covering business f o r the month of December, 1930. 
(b) Amount re imbursable to Chicago. 

H1 

O 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD X-6800 

January 19, 1931 

SUBJECT: Holidays dur ing February, 1931. 

Dear S i r : 

On Thursday, February 12 th , L i n c o l n ' s B i r t hday , the re w i l l be 
n e i t h e r Gold Se t t l emen t Fund nor Federal r e s e r v e no te c l e a r i n g , and 
the "books of the Board ' s Gold Se t t l ement Fund w i l l be c lo sed . 

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 
Fede ra l r e s e r v e banks and branches w i l l be open f o r bus iness on Feb-
r u a r y ,12 th : 

Boston A t l a n t a S t . Louis 

On Tuesday, February 17th , Mardi Gras Day, the Hew Orleans and 
Birmingham Branches of the Federa l Reserve Bank of A t l a n t a w i l l be 
c l o s e d . P l e a s e i nc lude c r e d i t s of February 17th f o r Hew Orleans 
Branch i n the Gold Fund c l e a r i n g of February 18 th . 

On Monday, "February 23rd, i n observance of 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 s e r v e banks and branches 
w i l l be c lo sed . 

On Tuesday, 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 e . 

P l ease n o t i f y branches . 

Hew 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 
Char lo t t e 

Kansas City 
Oklahoma City 

Very t r u l y yours 

J • C• J o e l l , 
A s s i s t a n t S e c r e t a r y . 

TO GOVEEHORS OF ALL F. R. BANKS. 
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X-6802 

STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve Notes, Series 1928 

December 1 to 31, 1930, 

|5 110 #20 #50 #100 $500 
Boston 30,000 - 8,000 9,000 1,400 
New York 94,000 — - 18,000 43,000 4,200 
Philadelphia 55,000 40,000 18,000 - 8,000 800 
Cleveland 82,000 40,000 - - 1,700 
Richmond 158,000 66,000 76,00C ) 24,000 12,000 3,300 
Atlanta - 16,000 - - -

Chicago - : - 30,000 - 2,000 
St. Louis 170,000 85,000 16,000 2,000 1,000 
Minneapolis 8,000 13,000 1,000 1,000 500 
Kansas City 35,000 64,000 - - 400 
Dallas 35,000 14,000 1,000 1,000 500 ' 
San Francisco 137,000 116,000 72,000 19,000 12,000 1,800 

804,000 454,000 166,000 117,000 88,000 17,600 

Total 
$1000 ^5000 #10000 Sheets Amount 

Boston 700 - - 49,100 $4,539.30 
New York 2,100 - - 161,300 14,912.18 
Philadelphia 800 - - 122,600 11,334.37 
Cleveland 450 • - 124,150 11,477.67 
Richmond 800 50 50 340,200 31,451.49 
Atlanta - - - 16,000 1,479.20 
Chicago 1,000 - - 33,000 3,050.85 
St. Louis 500 - - 274,500 25,377.52 
Minneapolis 250 - - 23,750 2,195.69 
Kansas City - - - 99,400 9,189.53 
Dallas - - - 51,500 4,761.17 
San Francisco 1,150 - - 358,950 33,184.93 

7,750 50 50 1,654,450 $152,953.90 

1,654,450 sheets, @ $92,45 per M #152,953.90 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6806 

January 24 , 1931. 

SUBJECT; Form 160. 

Dear S i r : 

Beginning wi th Janua ry , 1931 i t w i l l not 
be n e c e s s a r y f o r the I n d e r a l r e se rve banks and 
branches to r e p o r t ope ra t ions i n Federa l r e s e r v e 
bank no tes s e p a r a t e l y on Form 160. There w i l l be 
no o b j e c t i o n on the p a r t of the Federal Reserve 
Board or the Treasury Department to combining the 
r e p o r t of any such t r a n s a c t i o n s wi th the r e p o r t 
of ope ra t i ons i n Na t iona l bank n o t e s . 

Very t r u l y yours , 

J . C. 2!oell , 
A s s i s t a n t S e c r e t a r y . 

TO G0V3R5QRS OF ALL F. H. BAMS. 
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DISTRICT NO. 1 

FEDERAL RESERVE BAM OF BOSTON 

OFFICERS AND DIRECTORS. 1931. 

OFFICERS 

X-6808 

Roy A. Young, Governor 

W. W. Paddock, Deputy Governor 

Wm. W i l l e t t , Cashier 

K. K. Car r i ck , S e c r e t a r y 

F r e d e r i c H. C u r t i s s , Chairman of the 
Board and Federa l Reserve Agent 

Al len H o i l i s , Deputy Chairman of the 
Board 

C. F. Gettemy, A s s i s t a n t Federa l Re-
serve Agent 

H. F. C a r r i e r , Audi tor 

E. G. Hul t , A s s i s t a n t Cashier 
E. M. L e a v i t t , A s s i s t a n t Cashier 
L. W. Sweetser, A s s i s t a n t Cashier 

DIRECTORS 

Glass A: 

Freder ick S. Chamberlain P r e s . , Hew B r i t a i n Nat 1 1. Bank, 2<ew B r i t a i n , Conn. 
A l f r e d L. R ip l ey 
Edward S. Kennard 

Class B: 

Alber t C. Bowman 
P h i l i p R. Al l en 
A. F. Bemis 

Class C: 

Charles H. Merriman 
F r e d e r i c H. C u r t i s s 
Al len Mol l i s 

Chrm., The Merchants N a t ' 1 . Bank, Boston, Mass. 
V. P . & Cash., zRumford Hat 1 1. Bank, Rumford, Me. ' 

P r e s . , The John T. Slack C o r p ' n . , S p r i n g f i e l d , Vt. 
P r e s . , Bi rd and Son, I n c . , Eas t Walpole, Mass. 
Chrm., Bemis Bro thers Bag Co., Boston, Mass. 

R e t i r e d merchant , Providence, R. I . 
Boston, Mass. 
Lawyer, Concord, New Hampshire 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

Herber t K. H a l l e t t 

COUNSEL 

A. H. Weed 
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DISTRICT NO. 2 X-6808 1.05' 

FEDERAL RESERVE BAM OF NEW YORK 

OFFICERS M P DIRECTORS. 1931 

OFFICERS 
George L. Ha r r i son , 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 b e r t , Deputy Governor 
J . E. Crane, Deputy Governor 
W. R. Burgess , Deputy Governor 
Walter 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. Matteson, Ass t . Deputy Governor 
C. H. Coe, A s s t . Deputy Governor 
J . M. Rice , A s s t . Deputy Governor 
Allah Sp rou l , A s s t . Deputy Governor & S e c ' y . 

D. H. Barrows, Manager 
E. C. French, Manager 
R. F. McMurray,Manager 
J . A. Mitchel l ,Manager 
R. M. Morgan, Manager 

J . H. Case, Chairman of the Board & 
Federal Reserve Agent 

Owen D. Young, Deputy Chairman of 
the Board 

W. H. D i l l i s t i n , A s s i s t a n t Federal 
Reserve Agent 

H. S. Downs, A s s i s t a n t Federal Re-
se rve Agent 

Carl Snyder , General S t a t i s t i c i a n 
E. L. Dodge, General Audi tor 
G. W. Ferguson, Ass t . Auditor 

H. V. Roe lse , Manager & A s s t . S e c ' y . 
W. A. S c o t t , Manager 
I . W. Waters, Manager 
W. W. B u r t , Manager 
E. 0 . Douglas.Manager 

Class A. 

Cnas. E. Mi t che l l 
Thos. W. S tephens 
David C. Warner 

Class B: 

Wm. H. Woodin 
Theodore F. Whitmarsh 
Samuel W. ReyTmrn 

Class C; 

J . H. Case 
Owen D. Young 
Clarence M. Woolley 

DIRECTORS 

Chrm., Ha t iona l Ci ty Bank, New York, N.Y. 
P r e s . , The Bank of Montc la i r , M o n t c l a i r , E . J . 
P r e s . , E n d i c o t t Trust Conroany, E n d i c o t t , N.Y. 

P r e s . .American Car & Foundry Co. ,NewYork,N.Y. 
Chrm. .F ranc i s H. Legget t & Co., New York,N.Y. 
P r e s . , Lord & Taylor , New York, N. Y. 

New York, N. Y. 
Chrm., General E l e c t r i c Co., New York, N. Y. 
Chrm., American Radiator & Standard S a n i t a r y 

Corpora t ion , Greenwich, Conn. 

MEMBER FEDERAL ADVISORY 'COUNCIL 

Robert H# Treman 

ASSISTANT COUNSEL 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

The odore M. Cri sp 
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Geo. W. Morr i s , 

William H. H u t t , 

C. A. Mcllhenny, 

DISTRICT HO. 3 

FEDERAL RESERVE BA1JK OF PHILADELPHIA 

OFFIC5HS AND DIRECTORS. 1931 

0?FIC2RS 

Governor 

Deputy Governor 

X-6808 

Cashier & S e c r e t a r y 

Bichard L. A u s t i n , Chairman of the 
Board and Federa l Reserve Agent 

Alba B. Johnson, Deputy Chairman of the 
Board 

Ar thur E. P o s t , A s s i s t a n t Federal Re-
serve Agent 

Ernes t C. H i l l , A s s i s t a n t Federal Re-
se rve Agent 

Will iam 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 
S. R. E a r l , A s s i s t a n t Cashier 

Class A: 

John C. Cosgrove 
Joseph 'Jayne, J r . , 
George .7. R e i l y 

Class B: 

C. F. C. S tou t 
Arthur Sewall 
Arthur C. Dorrance 

Class C: 

Harry L. Cannon 
Richard L. Aus t in 
Alba B. Johnson 

DIRECTORS 

Banker and Coal Opera tor , Johnstown, Pa . 
P r e s . , p h i l a . Na t iona l Bank, P h i l a d e l p h i a , Pa. 
P r e s . , Har r i sburg Ra t iona l Bank, Harr i sburg , Pa. 

John R. Evans & Company, P h i l a d e l p h i a , Pa . 
P r e s . , General Asphal t Company, P h i l a d e l p h i a , Pa . 
P r e s . , Campbell Soup Company, Camden, New J e r s e y 

Farmer and Packer , B r i d g e v i l l e , Delaware 
P h i l a d e l p h i a , Pa. 
Chrm..Southwark Fndry.&Machine C o . . P h i l a d e l p h i a , P a . 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

Howard A. Loeb 

COUNSEL 
Wil l iams, B r i t t a i n and S i n c l a i r 
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DISTRICT HO. 4 

FEDERAL RESERVE BAH OF CLEVELAND 

OFFICERS AHD DIRECTORS. 1931' 

OFFICERS 

X-6808 

E.- R. Fancher, Governor 

•M. J . Fleming, Deputy Governor 

F t. , J . ; Zu r l i aden , Deputy Governor 

H. F. S t r a t e r , Cashier and S e c r e t a r y 

Class A: 

Chess Lambert on 
Robert Eardrop 
0 . N. Sams 

Class B: 

R. P . Wright 
Geo. D. Crabbs 
John E. Galvin 

Class C: 

L. B. Williams 
George DeCamp. 
ff. W. Knight 

George 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 

e . W. Arnold, A s s i s t a n t Cashier 
c. L. B i c k f o r d , 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 

V. P . , Lamberton n a t i o n a l Bank, F r a n k l i n , Pa. 
Chrm., F i r s t Na t iona l Bank, P i t t s b u r g h , Pa. 
P r e s . , Merchants n a t i o n a l Bank, H i l l s b o r o , Ohio 

Reed Manufacturing Conpany, E r i e , Pa . 
P r e s . , P h i l i p Carey Mfg. Co., C i n c i n n a t i , Ohio 
P r e s . , Ohio S t e e l Foundry Co., Lima, Ohio 

Hayden, Mi l l e r & Company, Cleveland, Ohio 
Cleveland, Ohio 
V. P . , Bostwick-Braun Company, Toledo, Ohio 

MEMBER FEDERAL ADVISORY COUITCIL 

J . A. House 

COUNSEL 

Squi re , Sanders & Benpsey 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1 9 3 2 
1933 

1931 
1932 
1933 
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DISTRICT NO. 6 

FEDERAL RESERVE BANK OF RICHMOND 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

X-6808 

Governor 
Deputy Governor 
Deputy Governor 

George J . Seay, 
C. A. Pep le , 
R. H. Broaddus, 
J . S . Walden, J r . , Con t ro l l e r 
G. H. Keesee, Cashier 
A. S.- Johns tone , Manager 
J . TV G a r r e t t , Manager 

Wm. W. Hoxton, Chairman of the Board 
and Federa l Reserve Agent 

F r e d e r i c A. Delano, Deputy Chairman 
of the Board 

J . G. Fry , A s s i s t a n t Federa l Reserve 
Agent 

T. F. Epes, Audi tor 

W. 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 

Class A: 

J a s . C. Braswel l 
L. E. Johnson 
Chas. E. Rieman 

Class B: 

Edwin C. Graham 
D. R. Coker 
Junius p . F i s h b u m 

Class C; 

Robert Lass i t e r 
Wm. W. Hoxton 
F r e d e r i c A. Delano 

P r e s . , P l a n t e r s Na t iona l Bank, Rocky Mount, N.C. 
P r e s . , F i r s t Nat iona l Bank, Alders on, I?. Va. 
P r e s . , 7 e s t e r n Nat iona l Bank, Ba l t imore , Md. 

P r e s . , Na t iona l E l ec . Supply Co., Washington,D.C. 
Merchant, H a r t s v i l l e , South Carol ina . 
P r e s . , Times-World Corporat ion, Roanoke, Va. 

T e x t i l e s , Cha r lo t t e , North Carol ina 
Richmond, V i r g i n i a 
Rece ive r , Washington, D. C. 

Team 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

John Poole • 

COUNSEL 

M. G. Wallace 
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DISTRICT HO. 6 

FEDERAL RESERVE BANK OF ATLAiTTA 

OFFICERS AND DIRECTORS. 1951 

OFFICERS 

X-6808 

E. R. Black, Governor 

W. S. Johns, Deputy Governor 

H. F. Conni f f , Deputy Governor 

W. S. McLarin, J r . , A s s t . Deputy Governor 

M. W. B e l l , Cashier 

Oscar Hewton, Chairman of t h e Board 
and Federal Reserve Agent 

W. H. K e t t i g , Deputy Chairman of the 
Board 

Ward Albe r t son , A s s i s t a n t Federa l Re-
se rve Agent and S e c r e t a r y 

E. P . P a r i s , General Audi tor 
J . W. Honour, A s s i s t a n t Audi tor 

Class A: 

E. C. Melvin 
G. G. Ware 
H. Lane Young 

Class B: 

J . B. H i l l 
Leon C. Simon 
J . A. McCrary 

Class C: 

W. H. K e t t i g 
Oscar Newton 
George S. Ha r r i s 

R. A. Sims, 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 

P r e s . , Selma Nat ional Bank, Selma, Alabama 
P r e s . , F i r s t Nat ional Bank, Leesburg, F l o r i d a 
V. P. t C i t i z e n s & Southern Nat . Bank, A t l a n t a , Ga. 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

P r e s . , Nashv i l l e ,Cha t tanooga & St .Louis R .R . .Nashv i l l e ,Tenn . 1931 
V. P . , Kohn, Weil & Simon, I n c . , New Or leans , La. 
P r e s . , J . B. McCrary Company, Decatur , Georgia 

Southern R e p r e s e n t a t i v e , Crane Co., Birmingham, Ala . 
A t l a n t a , Georgia 
Hunter Mfg.& Commission Co.of 1T.Y., A t l a n t a , Ga. 

MEMBER FEDERAL ADVISORY COUNCIL 

J . P . B u t l e r 

COUNSEL 

1933 
1933 

1931 
1932 
1933 

Robert S. Parker 
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DISTRICT HO. 7 

FEDERAL RESERVE BANK OF CHICAGO 

OFFICERS AIID DIRECTORS. 1931 

X-6808 

OFFICERS 
J . B. McDougal, 
J . H. B l a i r , 
C. R. McKay, 
J . H. D i l l a r d , 
f . C. Bachman, 
E. A. Delaney, 
D. A. Jones , 

Governor 
Deputy Governor 
Deputy Governor 
Deputy Governor 
A s s t . Deputy Governor 
A s s t . Deputy Governor 
A s s t . Deputy Governor 

0 . J . Ne t t e r s t rom, Ass t . Deputy Governor 

F. Bateman, Manager 
J . C. Cal lahan , Manager 
R. E. Cou l t e r , Manager 
A. W. Dazey, Manager 
I rv ing F i s c h e r , Manager 
R. J . Hargreaves,Manager 
F. A. L inds t en , l^anager 

J . G. Rober t s , Manager 

DIRECTORS 

Eugene M. Stevens , Chairman of the 
Board and Federa l Reserve Agent 

James Simpson, Deputy Chairman of 
the Board 

W. H. White, A s s i s t a n t Federa l Re-
se rve Agent 

C. S. Young, A s s i s t a n t Federa l Re-
serve Agent 

I . R. Burgess , Audi tor 
W. A. Hopkins, A s s i s t a n t Auditor 

L. G. Meyer, Manager 
A. L. Olson, Manager & A s s t . 

S e c r e t a r y 
L. G. Pavey, Manager 
H. G. P e t t , Manager 
F. L. P u r r i n g t o n , Manager 
Geo. L. Prugh, Manager 

Class A: 

Edward R. Es the rg 
George J . S c h a l l e r 
Geo. M. Reynolds 

Class B: 

S. T. Crapo 
Robert M. F e u s t e l 
Max W. BaVb 

Class C? 

F. C. Ba l l 
James Simpson 
Eugene M. Stevens 

P r e s . , Waukesha N a t ' l . Bank, Waukesha, Wis. 
P r e s . , Ci t izens F i r s t Nat ional Bank, Storm Lake,Iowa 
Chrm., Cont inenta l Nat.Bk.& Tr .Co . , Chicago,111. 

Sec.& Treas. .Huron Po r t l and Cement Co . ,De t ro i t ,Mich . 
P r e s . , Ind iana Service Corp. , For t 17ayne, Ind iana 
V. P . , A1lis-Chalmers Mfg. Co., Milwaukee, Wis. 

P r e s . , B a l l Brothers Company, Lfcmcie, Ind iana 
P r e s . , Marshall F i e l d & Company, Chicago, 111. 
Chicago, I l l i n o i s 

MEMBER FEDERAL ADVISORY COUNCIL 

Melvin A. Traylor 

COUNSEL 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

Carl Meyer Digitized for FRASER 
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DISTRICT NO. 8 X-6808 

FEDERAL RESERVE BANK OF ST. LOUIS 

OFFICERS AND'DIRECTORS. 1931 

OFFICERS 
Wm. McO. liar t i n , Governor John- S. Wood, Chairman of the Board 

and Federal Reserve Agent 
6. M. A t t ebe ry , Deputy Governor John W. Boehne, Deputy Chairman of 

the Board 
Ja&. G. McConkey, Sec 1 y. & Counsel C. M. S tewar t , A s s i s t a n t Federa l Re-

serve Agent 
E. J . ITovy, Auditor 
A. E. Debrecht , A s s i s t a n t Audi tor 

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. N. H a l l , C o n t r o l l e r 
C. A. Schacht , C o n t r o l l e r 
G. 0. Hol locher , Con t ro l l e r 

DIRECTORS ' Term 
Expires 

Class A: Dec. 31 

John C. Martin V. P . , Cashier , Salem N a t ' l . Bank, Salem, 111. 1931 
John G. Lonsdale P r e s . , Mercantile-Commerce Bank & Trus t Co . ,S t .Lou i s , Mo. 1932 
Max B. Nahm V. P . , C i t i zens Na t iona l Bank, Bowling Green, Ky« 1933 

Class B: 

W. B. P l u n k e t t P r e s . , P l u n k e t t - J a r r e l l Grocery Co., L i t t l e Bock,Ark* 1931 
M. P. 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 
J a s . W. Ha r r i s P r e s . , Ha r r i s -Po lk Hat Company, S t . Lou i s , Mo* 1933 

Class C: 

Paul D i l l a r d D i l l a r d & Cof f in Company, Memphis, Tennessee 1931 
John W. Boehne R e t i r e d , E v a n s v i l l e , Ind iana 1932 
John S. Wood S t . Louis , Missouri 1933 

MEMBER FEDERAL ADVISORY COUNCIL 

Walter W. Smith 

COUNSEL 

J a s . G. McConkey 
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DISTRICT HO. 9 

FEDERAL RESERVE BAM OF MINNEAPOLIS 

OFFICERS AJD DIRECTORS. 1931 

OFFICERS 

X-6808 

1 . B. Geery, Governor 

Harry Yeager, Deputy Governor 

H. I . Ziemer, Deputy Governor & Cashier 

F. C. Dunlop, Con t ro l l e r 

John R. l & t c h e l l , Chairman of the 
Board, and Federal Reserve Agent 

Homer P. Clark, Deputy Chairman of 
the Board 

Cur t i s 1 . Mosher, A s s i s t a n t Federal 
Reserve Agent 

Fred M. Ba i l ey , A s s i s t a n t Federal 
Reserve Agent 

Class A: 

Paul J . Leeman 
J . C. Basse t t 
H. C. Hansen 

Class B: 

W. 0. Washburn 
J . E. O'Connell 
John S . Owen 

Class C: 

Geo. *7. McCormick 
John R. .Mitchel l 
Homer P. Clark 

Leonard E. Ras t , A s s i s t a n t Cashier 
Harold C. Core, A s s i s t a n t Cashier 
Arthur R. Larson ,Ass i s t an t Cashier 
R. F< Hornsti'om, A s s i s t a n t Cashier 

7 . P . , F i r s t iTat' 1. Bank, Minneapolis, Minn. 
P r e s . , Aberdeen Nat ' 1 . Bank, Aberdeen, S . D. 
P r e s . , F i r s t Nat ional Bank, Churchs Fer ry , N. D. 

A. J . Frank Manufacturing Co., S t . Pau l , Minn. 
Manufacturer of Bakery Products , Helena, Mont. 
John S. Owen Lumber Company, 2aU C la i r e , Wis. 

P r e s . , Menominee River Sugar Cot, Menominee, ivlich. 
Minneapolis, Minnesota 
Pres . , "Test Publishing Company4 St . Paul, Minnesota 

MEMBER F3D2Sa.iL ADVISORY COUNCIL 

George Hi Prinde 

C0U1TSLL 

To tin 
Expires 
Dec. (31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

Andreas tie land 
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DISTRICT NO. 10 X-6808 

INDERAL RESERVE BANK OF KANSAS CITY 

ora OSES M P DI5BCT0RS. 1931 

OFFICERS 
W . J . B a i l e y , Governor 

C. A. Worthington, Deputy Governor 

J . W. Helm, Deputy Governor & Cashier 

M. L. McClure, Chairman of t h e Board 
and Federa l Reserve Agent 

Wm. L. P e t r i k i n , Deputy Chairman of 
the Board 

A. M. McAdams, 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. A. 7 a r d e l l , Auditor 

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. E. Park , A s s i s t a n t Cashier 
G. H. P i p k i n , A s s i s t a n t Cashier 
N. R. Oberwortmann, A s s i s t a n t Cashier 

DIRECTORS 

Class A: 

Frank W. Sponable 
E. E. Mallaney 
C. C. Parks 

Class B: 

J . M. Be m a r d in 
L. E. P h i l l i p s 
1 . D. Hosford 

Class C: 

WM. L. P e t r i k i n 
M. I . McClure 
W. W. Magee 

P r e s . , Miami County N a t ' l . Bank, P a o l a , Kansas 
P r e s . , Farmers & ifer chants Bank, H i l l C i ty , Kansas 
V. P . , F i r s t n a t i o n a l Bank, Denver, Colorado 

J . M. Bernard in Lumber Co., Kansas City* Missouri 
V. P . , P h i l l i p s Petroleum Co., B a r t l e s v i l l e , Okla. 

John Doere Plow Company, Omaha, Nebraska 

P r e s . , Great Western Sugar Co., Denver, Colorado 
Kansas Ci ty , Missouri 
Farmer - Stockman, Bennington, Nebraska 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

Walter S. McLucas 

COUNSEL 

H. G. Leedy 
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Lynn P. Ta l l ey , Governor 

B« R. G i l b e r t , Deputy Governor 

R. B« Coleman, Deputy Governor 

Pre d H a r r i s , Gashier 

W. 0» Ford, A s s i s t a n t Deputy Governor 

DISTRICT HO. 11 

FEDERAL RESERVE BANK OF DALLAS 

OFFICERS MP DIRECTORS. 1931 

OFFICERS 

X-6808 

C. C. Walsh, Chairman of the Board 
and Federa l 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 

W. J . Evans, A s s i s t a n t Federa l 
Reserve Agent 

W. P . Clarke , General Audi tor 
C. C. True, A s s i s t a n t Audi tor 

L. G. Pondrom, A s s i s t a n t Cashier 
E. B. Aus t in , A s s i s t a n t Cashier 
R. 0 . Webb, A s s i s t a n t Cashier 

Class A: 

W. He P a t r i c k 
J". P . Williams 
R. E> Harding 

Class B: 

A. S. Cleveland 
J . J* Culber tson 
J . R. Milam 

Class C: 

C. C. Walsh 
E. R» Brown 
S. B» Perk ins 

DIRECTORS 

P r e s . , F i r s t Nat ional Bank, Clarendon, Texas 
P r e s . , F i r s t Nat ional Bank, Mineral Wel l s , Texas 
P r e s . , For t Worth n a t i o n a l Bank, For t Worth, Texas 

W. D. Cleveland & Sons, Houston, Texas 
V. P . , Southland Cotton Oil Co., P a r i s , Texas 
Wholesale Grocer, Waco, Texas 

D a l l a s , Texas 
P r e s . , Magnolia Petroleum Co., D a l l a s , Texas 
P r e s . , Pe rk ins Dry Goods Conpany, D a l l a s , Texas 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

B. A. McKinney 

COUNSEL 
% 

Charles C. Huff 
Locke, Locke, St roud & Randolph 

* 
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DISTRICT NO. 12 

FEDERAL RESERVE BAM OF SAN IBM CI SCO 

OFFICZRS AND DIRECTORS. 1931 

OFFICERS 

X-6808 

Jno . U. Calk ins , Governor 

W. A. Day, Deputy Governor 

I r a Clerk, Deputy Governor 

W. M. Hale, Cashier 

C. E. 3 a r h a r t , A s s i s t a n t Cashier 
C. D. P h i l l i p s , A s s i s t a n t Cashier 
H. N. Mangels, A s s i s t a n t Cashier 

I s a a 6 B. Newton, Chairman of the 
Board and Federa l Reserve Agent 

Walton N. Moore, Deputy Chairman of . 
the Board 

S. G. Sa rgen t , A s s i s t a n t Federa l Re* 
serve Agent and Sec re t a ry 

0 . P . Wheeler, A s s i s t a n t Federal Re-
se rve Agent 

F. H. Holman, General Audi tor 
R. T. Hardy, Audi tor 

E. C. M a i l l i 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 

Class A; 

C. K. Mcintosh 
T. H. Ramsay 
Kei th Powell 

Class B: 

E. H. Cox, 
A. B. C. Dohrmann 
Malcolm McNaghten 

Olass C: 

Wm. Sproule 
I s a a c B. Newton 
Walton Nr Moore 

P r e s . , Bank of C a l i f o r n i a N.A.,San F ranc i sco , Cal. 
P r e s . , P a c i f i c N a t 1 l . A g r i . C r e d i t Corp. ,San Francisco 
P r e s . , Bank of Woodburn & F i r s t Na t ' 1 .Bank,Woodburn,Ore, 

V. P . , Madera Sugar Pine Co., Madera, C a l i f o r n i a 
Chrm., Dohrmann Comm'1.Co., San F ranc i sco , C a l i f . 
P r e s . , Broadway Dept. S t o r e , Los Angeles , C a l i f . 

Southern P a c i f i c Railway, San Franc i sco , C a l i f . 
San F ranc i sco , C a l i f o r n i a 
Chrm., Talton N. Moore Dry Goods Co.,San F r a n c i s c o , C a l . 

Term 
Expires 
Dec. 31 

1931 
1932 
1933 

1931 
1932 
1933 

1931 
1932 
1933 

MEMBER FEDERAL ADVISORY COUNCIL 

Henry M. Robinson 

COUNSEL 

A. C. Agnew 
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DISTRICT NO. 2 X-6808-a 

BUFFALO BRANCH of the FEDERAL RESERVE BANK OF NEW YORK 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

T l : t a Z - =: I: % 2 - t : cashie, 

DIRECTORS T e r m 

Expires 
Dec. 31 

Roht. M. O'Hara B u f f a l o , New York ^ 3 1 
Geo. G. K l e i n d i n s t # Chra. P r e s . , L i b e r t y Bask, B u f f a l o , New York __ 19 1 
John T. Symes P r e s . , Niagara Co.lTat.Bk.& Tr.Co. ,Lockport ,N.Y. 19 1 
F. B. Cooley # p r e s . , New York Car Wheel Co., B u f f a l o , N.Y. 1933 
Lewis G. Harriman P r e s . , M. & T, Trus t Company, B u f f a l o , IT. Y. 1932 
Edward G. Miner # ' P r e s . , P f a u d l e r Company, Roches te r , Jew York 1933 
Geo. F. Rand P r e s . , Marine Trus t Company, B u f f a l o , New York 1933 

#Appointed "by the Board, 
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DISTRICT JO. 4 X-6808-a 

CIHCmiATI BRANCH of the FEDERAL BLS3HVE BAIIK OF CLEVELAJTD 

OFFICERS AiTO DIRECTORS. 1931 

OFFICERS 

C. P. McCombs, Managing D i r e c t o r Bruce Kennel ly, A s s i s t a n t Cashier 
3 . J . Lazar , Cashier H. N. O t t , A s s i s t a n t Cashier 

DIBBCTORS Term 
Expires 
Dec. 31 

C. F. McCombs C i n c i n n a t i , Ohio 1931 
Fred A. Geier # Chrm; P r e s . , C inc inna t i Mi l l ing Machine Co., C inc inna t i , 0 . 1931 
E. S. Lee p r e s . , F i r s t Hat. Bank & Trust Co., Covington, Ky. 1931 
John Omvrake # P r e s . , U. S. Playing Card Co., C i n c i n n a t i , Ohio 1932 
T. J . Davis Chrm., F i r s t Hationell Bank, C i n c i n n a t i , Ohio 1932 
Geo. M. V e r i t y # P r e s . , American B o i l i n g Mi l l Co., Middle town, 0. 1933 
B. H. Kroger Chrm., P rov iden t Savings & Trus t Co., C inc inna t i , 0 . 1933 

PITTSBURGH BRANCH of the FEDERAL RSSSaVB BAIfiC OF CLflVELAHD 

OFFICERS ABD PIHECTORS. 1931 

OFFICERS 

J . C. Hevin, Llanaging D i r e c t o r P . A. Brown, A s s i s t a n t Cashier 
T. C. Griggs , Cashier F. E. Cobun, A s s i s t a n t Cashier 

DIRECTORS Term 
Expires 
Dec. 31 

J . C. ITevin P i t t s b u r g h , Pennsylvania 1931 
James Rae # Chrm. S e c . - T r e a s . ,Arbuthnot Stephenson Co. , P i t t s b u r g h , P a . 1931 
A. E. Braun P r e s . , Farmers Deposit Nat . Bank, P i t t s b u r g h , Pa. 1931 
A. L. Humphrey # P r e s . , Westinghouse Air Brake Co., P i t t s b u r g h , Pa . 1932 
J o s . R. Sisaman D i r . , A t l a n t i c Crushed Coke Co., Greensburg, Pa. 1932 
J . S. Jones f S e c - T r e a s . , Stone & Thomas, Wheeling, W. Va. 1933 
R. B. Mellon P r e s . , Mellon Nat iona l Bank, P i t t s b u r g h , Pa. 1933 

# Appointed by the Board 
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DISTRICT NO. 5 X-6808-a 

BALTIMORE BRANCH of the FEDERAL RESERVE BAM OF RICHMOND 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

A. H. Dudley, Managing D i r e c t o r 
J . R. Cupit , Cashier 

J . Ai Johns ton , A s s i s t a n t Cashier 
F. Wi Wrightson, A s s i s t a n t Cashier 

DIRECTORS 

A. H. Dudley 
Wm. H. Mat t h a i # Chrm. 
Levi P h i l l i p s 
E. P. Cohi l l # 
L. S. Zimmerman 
Norman James # 
H. B. l i l c o x 

Ba l t imore , Maryland 
P r e s . , Beaver Dam Marble Company, Ba l t imore , Md,. 
P r e s . , Natio: ial Bank of Cambridge, Cambridge, Md* 
P r e s . , Tonoloway Orchard Company, Hancock, Md. 
V. P . , Maryland Trus t Company, Ba l t imore , Md. 

James Lumber Company, Ba l t imore , Md. 
V. P . , Merchants Na t iona l Bank, Ba l t imore , Md. 

Term 
Expires 
Dec. 31 

1931 
1931 
1931 
1932 
1932 
1933 
1933 

CHARLOTTE BRANCH of the FEDERAL RESERVE BANK OF RICHMOND 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

Hugh Leach, Managing D i r e c t o r f . T. Clements, Cashier 

DIRECTORS Term 
Expires 
Dec. 31 

Hugh Leach C h a r l o t t e , North Caro l ina 1931 
John L. Moorhead f Chrm.Manufacturer, Cha r lo t t e , North Caro l ina 1931 
W. H. Wood P r e s . , American Trus t Company, C h a r l o t t e , N. C. 1931 
Chas. A. Cannon f P r e s . , Cannon Manufacturing Co., Kannapol is , N. C. 1932 
C, L. Cobb Cashie r , Peoples Na t iona l Bank, R o c k h i l l , S . C. 1932 
John A. Law # Manufacturer - Banker, Spar tansburg , S. C. 1933 
Robert Gage V. P. & Cashier , Commercial Bank, Ches ter , S. C. 1933 

# Appointed by the Board 
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DISTRICT NO. 6 X-6808-a 

• MEW ORLEANS BRANCH of the ZSD3EAL RESERVE BANK OF ATLANTA 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

Marcus Walker, Managing D i r e c t o r Wm. H. Black , Cashier 
James A. Walker, A s s i s t a n t Manager . F. C. V a s t e r l i n g , A s s i s t a n t Cashier 

W. 1 . M i l l e r , A s s i s t a n t Auditor 

DIRECTORS Term 
( Expires 

Dec. 31 

Marcus Walker New Or leans , Louis iana 1931 
Pi H. Saunders # V. P . , Newman, Saunders & Co. ,Inc. ,New Or leans , La. 1931 
R. S. Hecht P r e s . , H i b e m i a Bank & Trust Co., New Or leans , La. 1931 
L. C. Simon # Chrm. V. P . , Kohn, Weil & $imon, I n c . , New Or leans , La. 1932 
F. W. Foote P r e s . , F i r s t Nat ional Bank, H a t t i e s b u r g , Miss. 1932 
Albe r t P . Bush # V. P . , T. G. Bush Grocery Co., Mobile, Alabama 1933 
J . D. O'Keefe P r e s . , .Whitney Nat ional Bank, New Or leans , La. 1933 

BIRMINGHAM BRA1TCH of the FEDERAL RESERVE BANK OF ATLANTA 

OFFICERS AltD DIRECTORS. 1931 

OFFICERS 

A. E. Walker, Managing D i r e c t o r H. J . Urquhar t , Cashier 
T. N. Knowlton, A s s i s t a n t Cashier 

DIRECTORS Term 
Expires 
Dec. 31 

A. E. Walker Birmingham, Alabama 1931 
W. H. K e t t i g # Chrm. Southern R e p r e s e n t a t i v e , Crane Co., Birmingham, Ala , 1931 
John H. Frye P r e s . , Centra l Investment Company, Birmingham, Ala . 1931 
Oscar Wells # P r e s . , F i r s t Nat ional Bank, Birmingham, Alabama 1932 
W. W. Crawford Chrm. American Traders Na t iona l Bank, Birmingham, Ala . 1932 
E. F. A l l i s o n # P r e s . , A l l i s o n Lumber Company, Bellamy, Alabama 1933 
W. E. Henley P r e s . , Birmingham Trus t & Savings Co. .Birmingham, Ala . 1933 

# Appointed by the Board 
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DISTRICT NO. 6 X-6808-a 

JACKSONVILLE BBMCH of the FEDERAL R3S2RVE BISK OF ATLANTA 4 - 2 0 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

Hugh F o s t e r , Managing D i r e c t o r George S. Vardeman, Cashier 
Mary E. :Mahon, A s s i s t a n t Cashier 

DIRECTORS Term 
Expi res 
Dec. 31 

Hugh Foster, ; J a c k s o n v i l l e * J l o r i d a 1931 
J . 0. Cooper # Chrm. , A t t o r n e y a t £aw, J a c k s o n v i l l e , F l o r i d a 1931 
( j . Gr. Ware, ; p r e s . , F i r s t Na t i ona l Bank* Leesburg , F l o r i d a 1931 
j?ulton Saussy # Saussy and Common, J a c k s o n v i l l e * F l o r i d a 1932 
Edvire ¥. Lane , Chrm., A t l a n t i c N a t i o n a l Batik* J a c k s o n v i l l e , F l o r i d a 1932 
ti. 0 . Chase # Chase and Conpany, S a n f o r d j F l o r i d a 1933 
A. Perry P r e s . , F l o r i d a N a t i o n a l Bank* J a c k s o n v i l l e , F l o r i d a 1933 

NASHVILLE BRANCH of the FEDERAL RESERVE BANK OF ATLANTA. 

OFFICERS AND DIRECTORS. 1931 

OFFICERS • * 
J o e l B. F o r t , J r . , Managing D i r e c t o r $ . R. H a r r i s o n , Cash ie r , 

Leo W. S t a r r , A s s i s t a n t Cash ie r 

DIRECTORS Term 
Expires 
Dec. 31 

J o e l B. F o r t , J r . , N a s h v i l l e , Tennessee 1931 
J . B. IH.11 # Chrm. P r e s . , N a s h v i l l e , C h a t t a n o o g a & S t . L o u i s R . R . . N a s h v i l l e 1931 
Frank J . Ha r l e C a s h i e r , Cleveland N a t i o n a l Bank, C leve land , Tenn. 1931 
P . M. Davis # Yd P . , American N a t i o n a l Bank, N a s h v i l l e , Tennessee 1932 
C. W. B a i l e y P r e s . , F i r s t Na t i ona l Bank, C l a r k s v i l l e , Tennessee 1932 
Wm. P . R i d l e y # Farmer, Columbia, Tennessee 1933 
C. A. Craig P r e s . , N a t i o n a l L i f e & Acciden t I n s . C o . , N a s h v i l l e , T e n n . 1933 

SAVANNAH AGENCY of t h e FEDERAL RESERVE BANK OF ATLANTA 

J . H. Bowden, Manager James A. Goethe , A s s i s t a n t Manager 

HAVANA AGENCY o f the FEDERAL RESERVE BANK OF ATLANTA 

H, C. F r a z e r , Manager A. H. A l s t o n , A s s i s t a n t Manager 

# Appointed by t h e Board 
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DISTRICT NO. 7 
[ ±21 

X-6808^a 

DETROIT BRANCH of the FEDERAL RESERVE BAH OF CHICAGO 

OFFICERS AND DIRECTORS, 1931 

OFFICERS 

W. R. Cation, Managing Director J . G-. Baskin, Ass i s t an t Cashier 
H. J . Chalfont, Cashier G. T. J a r v i s , Ass i s tan t Cashier 

F. L. Bowen, Ass i s t an t Auditor 

Isadore Levin, Ass i s t an t Counsel 

DIRECTORS 
Term 

Expires 
Dec. 31 

W. R. Cation D e t r o i t , Michigan 1931 
James I n g l i s # Chrm. P r e s . , American Blower Company, D e t r o i t , Michigan 1931 
Wm. J . Gray V.Chrm., F i r s t National Bank, De t ro i t , Michigan 1931 
N. P . Hull # P r e s . , Grange Li fe Insurance Co. , Lansing, Michigan 1932 
Ju l ius H. Haass Pres . , , Peoples-Wayne County Bank, D e t r o i t , Michigan 1932 
David McMorran # P r e s . , Heinr. Frantic Sons, I n c . , Bay City, Michigan 1933 
George B. Morley P r e s . , Second National Bank, Saginaw, Michigan 1933 

# Appointed by the Board 
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DISTRICT HO. 8 X-6808-a 

LOUISVILLE BRAliCH of the FEDERAL RESERVE BANK OF SI . LOUIS 

OFFICERS A1TD DIRECTORS. 1931 

OFFICERS 

I f . P. Kincheloe, Managing Director Earl R. Muir, Ass i s t an t Cashier 
John T. Moore, Cashier L. A. Moore, Ass i s tan t Auditor 

DIRECTORS Term 
Expires 
Dec. 31 

W. P. Kincheloe L o u i s v i l l e , Kentucky 1931 
E. L. Swearingen # Chrm. P r e s . , F i r s t N a t ' l . Bank, L o u i s v i l l e , Ky. 1931 
John T. Reynolds P r e s . , F i r s t National Bank, Greenvi l le , Ky. 1931 
W. R. Cole # P r e s . , Louisv i l le -Nashvi l le R.R. , Lou i sv i l l e , Ky. 1932 
Eugene E. Hoge P r e s . , S t a t e na t iona l Bank, Frankfor t , Ky. 1932 
E. H. .Yoods # P l a n t e r , Lucas, Kentucky 1933 
W. F. Huthsteiner P r e s . , Tell City H a t ' l . Bank, Tel l City, Indiana 1933 

MEMPHIS BRAIICH of the FEDERAL RESERVE BAH OF ST. LOCJIS 

OFFICERS Aim DIRECTORS. 1931 

OFFICERS 

W. H. Glasgow, Managing Direc tor 
S. K. Belcher, Cashier 

C. E. Martin, Ass i s tan t Cashier 

W. H. Glasgow 
S. E. Ragland. # Chrm. 
J . W. Alderson 
Wm. Orgi l l # 
J . M. Tarrant 
E. L. Anderson # 
R. B. Snowden 

DIRECTORS 

Memphis, Tennessee 
P r e s . , F i r s t ITational Bank, Memphis, Tennessee 

Bank of East Arkansas, For res t City, Ark. 
Org i l l Brothers & Co., Memphis, Tenn. 
F i r s t - Ci t izens H a t ' l . Bank, Dyerstmrg,Tenn. 
King & Anderson, Clarksdale, Mississ ippi 
Bank of Commerce & Trust Co.,Memphis,Tenn. 

V. P. 
P re s . 
P r e s . 
P re s . 
V. P. 

Term 
Expires 
Dec. 31 

1931 
1931 
1931 
1932 
1932 
1933 
1933 

# Appointed by the Board 
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DISTRICT NO. 8 X-6808-a 

LITTLE BOCK BRA1ICH of the FEDERAL RESERVE BANK OF ST. LOUIS 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

A. F. Bai ley, Managing Director C. Wood, A s s i s t a n t Cashier 
M. H. Long, Cashier 

DIRECTORS Term 
Expires 
Dec. 31 

A. F. Bai ley L i t t l e Rock, Arkansas 1931 
Moorhead Wright # Chrm. Chrm., Union Trust Co., L i t t l e Rock, Arkansas 1931 
Jo Nichol P r e s . , Simmons National Bank, Pine B l u f f , Ark. 1931 
G. H. Campbell # Insurance, L i t t l e Rock, Arkansas 1932 
S tua r t Wilson P r e s . , S t a t e National Bank, Texarkana, Ark. 1932 
Hamp Williams # pires. , Hamp Williams Hardware Co.,Hot Springs,Ark. 1933 
W. A. Hicks P r e s . , Peoples Trust Co., L i t t l e Rock, Arkansas 1933 

# : Appointed by the Board 
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: 1 2 4 
DISTRICT NO. 9 X-6808-a 

HELBHA. BiUl'CH of the ZSD2RAL R2S2RVE BA2E OF MINNEAPOLIS 

02TIC3RS AND DIRECTORS, 1931 

OFFICERS 

B. E. Towle, Managing Di rec tor A. A. Hoerr, A s s i s t a n t Cashier 
H. L. Zimmerman, Cashier 

T. B. Weir, Counsel 

DIRECTORS 
Term 

Expires 
Dec* 51 

R. E. Towle Helena, Montana 1931 
Henry Siehen # Chrm. P r e s . , Sieben l i v e s t o c k Co;, Helena, Mont. 1931 
T* A. Marlow P r e s . , Nat ional Bank of Montana, Helena, Mont. 1931 
W. R. S t r a i n # P r e s . , S t r a i n Bro the r s , I n c . , Great F a l l s , Mont. 1932 
S. McKennan P r e s . , Union Bank & Trust Co., Helena, Mont. 1932 

# Appointed by the Board 
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DISTRICT HO. 10 X-6808-a 

D5HVER BRANCH of the FEDERAL RESERVE BAH OF KANSAS CITY 

OFFICERS AIH) DIRECTORS. 1931 

OFFICERS 

J . E. Olson, Managing Director J . A. Cronan, Ass i s t an t Cashier 
S. A. Brown, Cashier 

DIRECTORS Term 
Expires 
Dec. 31 

J . E. Olson Denver, Colorado 1931 
Mar do MacKenzie # Chrm. The Matador Land & Cat t le Co. , l td . ,Denver ,Colo . 1931 
Harry W. Farr Livestock & Farming, Greeley, Colorado 1931 
R. H. Davis # Wholesale Drug Business, Denver, Colorado 1932 
Henry Swan V.P. , U. S. Mational Bank, Denver, Colorado 193d 
Merrit .7» Gano # The G-ano-Downs Company, Denver, Colorado 1933 
Harold Kountze Chrm., Colorado National Bank, Denver, Colo. 1933 

OMAHA BRANCH of the FEDERAL RESERVE BANK OF KAlvSAS CITY 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

L. H. Ea rha r t , Managing Di rec tor Wm. P h i l l i p s , Ass i s t an t Cashier 
G. A. Gregory, Cashier 0. P . Cord i l l , Ass i s tan t Cashier 

DIRECTORS 
Term 

Expires 
Dec. 31 

L. H« Earhart Omaha, Nebraska 1931 
Tim. Diesing # Chrm. Cudahy Packing Company, Omaha, Nebraska 1931 
A. H. Marble P r e s . , Stock Growers Na t ' 1 . Bank, Cheyenne .Wyoming 1931 
William E. Hardy # Hardy Furni ture Companyj Lincoln, Nebraska 1932 
T«. L. Davis ^ V. P . , F i r s t National Bank, Omaha, Nebr. 1932 
D. M. Hildebrand f Farmer and Stockman, Seward, Nebraska 1933 
R. 0. Marnell Cashier , Merchants N a t ' l . Bank, Nebraska City, Nebr. 1933 

# Appointed by the Board 
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X-6808-a 

DISTRICT 110. 10 
% 

OKLAHOMA CITY BBAJCH of the FEDERAL RESERVE BASK OF KANSAS CITY 

OFFICBBS AITD DIRECTORS. 1931 

OFFICESS 

C. E. Daniel , Managing Director 
R. 0. Wunderlich# Cashier 

R. L« Mathes, Ass i s tan t Cashier 

C. E. Daniel 
T. F. Nichols § Chrm. 
Ned Holman 
Austin Mil ler # 
H. H. Ogden 
J . B. Doolin # 
William Mee 

DIRECTORS 
Term 

Expires 
Dec. 31 

Oklahoma City, Oklahoma 1931 
Merchandising and Livestock, Tulsa, Oklahoma 1931 
Chrm.&Director,Liberty N a t ' l . Bank,Oklahoma City,Okla. 1931 
P r e s . j Oklahoma Farn i t a re Mfg.Co.,Oklahoma City.Okla. 1932 
Pros *, F i r s t N a t ' l . Bank & Trust Co;, Muskogee, Okla, 1932 
Pres 4 i Schaefer-Doolin Mortgage Co., Alva, Okla. 1933 
Chrm,, Ex.Com., Am. F i r s t Nat11* Bank,Oklahoma City,Okla. 1933 

f Appointed by the Board 
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DISTRICT NO. 11 X-6808-a 

31 PASO BRANCH of the FEDERAL RESERVE BAH OF DALLAS 

OFFICERS AITD DIRECTORS. 1931 

OFFICERS 

J . L. Hermann, Managing Director Allen Sayles , Cashier 

DIRECTORS ' Term 
Expires 

" Dec. 31 

J . L. Hermann Si Paso, Texas 1931 
C. M. Newman ft Chrm. P r e s . , Newman Investment Co., 31 Paso, Texas 1931 
E. M. Hurd P r e s . , H. Lesinsky Company, El Paso, Texas 1931 
A* P. Coles # Investments, 31 Paso, Texas 1932 
A. ? . Jones Cashier, F i r s t N a t ' l . Bank, P o r t a l e s , New Mexico 1932 
S. P. ApplAwhite # Investments, Douglas, Arizona 1933 
Geo. D. Flory V. P . , S t a t e National Bank, 31 Paso, Texas 1933 

HOUSTON BRAIICH of the FEDERAL RESERVE BANK OF DALLAS 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

W. D. Gentry, Managing Di rec tor H. R. DeMoss, Ass i s t an t Cashier 
C. B. Mendel, Cashier 

DIRECTORS 
Term 

Expires 
• Dec. 31 

W. D. Gentry Houston, Texas 1931 
R. M. Earrar # Chrm. P r e s . , Far ra r Lumber Co., Houston, Texas 1931 
Guy M. Bryan P r e s . , Second National Bank, Houston, Texas 1931 
J . Cooke *7ilson ft p r e s . , The Wilson-Broach Oil Co., Beaumont, Texas 1932 
N. E. Meador P r e s . , National Bank of Commerce, Houston, Texas 1932 
E. A, peden f P r e s . , peden Iron & Stee l Co., Houston, Texas 1933 
A. A. Home V. P . , City National Bank, Galveston, Texas 1933 

# Appointed by the Board 
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DISTRICT 30. 11 
X-6808-a 

SAH AHTOHIO BRAI7CH of the FEDERAL RESERVE BANK OF DALLAS 

OFFICERS AH) DIRECTORS, 1931 

OFFICERS 

M. Crump, Managing Director 
W. E. Eagle, Cashier 

T. E. Parks, Ass i s t an t Cashier 

DIRECTORS 

M. Crump 
Reagan Houston if Chrm. 
Walter P. i fapier 
Frank (J. Crow # 
Franz C. Groos 
John M. Bennett # 
R. T. Hunnicutt 

San Antonio, Texas 
P r e s . , A. B. Frank Co., San Antonio, Texas 
P r e s . t Alamo Hat '1 . Bank, San Antonio, Texas 
V. P . j S ta te Bank & Trust Co., McAllen, Texas 
P r e s . , Groos Hat11. Bank, San Antonio, Texas 
P r e s . , Standard Trust Co. ,San Antonio, Texas 

F i r s t Hat11 Bank, Del Rio., Texas V, P . , 

Term 
Expires 
Dec. 31 

1931 
1931 
1931 
1932 
1932 
1933 
1933 

# Appointed by the Board 
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B i s m o l HO. 12 
129 

X—6808—8 

LOS A1TGELES BRA1TCB 6f the FEDERAL RESERVE BANK OF SAN 3RAJCISC0 

OFFICSRS AND DIRECTORS, 1931 

OFFICERS 

27. Ambrose, Managing Di rec to r A. J . Dumm, Ass i s t an t Cashier 
M. MbRitchie, Ass i s t an t Manager L. G. Meyer, Ass i s t an t Cashier 

DIRECTORS 
Term 

Expires 
Dec. 3l 

W. N. Ambrose Los Angeles, Ca l i fo rn ia 1931 
C. B. Voorhis # Chrm. Pasadena, Ca l i fo rn ia 1931 
F. J . Belcher , J r . Chrm., F i r s t N a t ' l . Tr.St Sav.Bk., San Diego, Cal. 1931 
JVB. Alexander # V. P . , Globe Grain & Milling Co., Los Angeles, Cal. 1932 
A. J . Cruickshank P r e s . , F i r s t National Bank, Santa Ana, Cal. 1932 

SALT LAKE CITY BRAiTCH of the FEDERAL RESERVE BANK OF SAB FRANCISCO 

OFFICERS Aim DIRECTORS. 1931 

OFFICERS 

v7. L. Pa r tne r , Managing Direc tor W. M. Smoot, Ass i s t an t Cashier 
H, M. Cra f t , Ass i s t an t Manager 

DIRECTORS 
Term 

Expires 
Dec. 31 

7. L. Par tner Sa l t Lake City, Utah 1931 
Lafayet te Hanchett # Chrm., Utah Power & Light Co., S a l t Lake City, Utah 1931 

Chrm. 
H. E. Hemingway Pres . , Commercial Secur i ty Bank, Ogden, Utah 1931 
G. G. ."fright # V. P . , Cons o l . Wag on & Machine Co. ,Sa l t Lake City, Utah 1932 
E. 0. Howard. P r e s . , Jalker Brothers , Bankers, S a l t Lake City, Utah 1932 

# Appointed by the Board 
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DISTRICT HO. 12 X-6808-a 

PORTLAND BILAI7GH of the FEDERAL RSS2RVE BASK OF SAN ERAHCISCO 

OFFICERS A%8 DIRECTORS. 1931 

OFFICERS 

H. B. J e s t , Managing Director J . P. Blanchard, Ass i s t an t Cashier 
S. A. MacEachron, Ass i s t an t Manager 

DIRECTORS Term 
Expires 
Dec. SI 

R. B. West Por t l and , Oregon 1931 
Hathan Strauss # Chrm. F le i schner , Mayer & Co., Por t land , Oregon 1931 
J . C. Ainsworth P r e s . , U. S. National Bank, Por t land , Oregon 1931 
Edward C. Pease # p r e s . , Edw. C. Pease Co . , Inc . , The Dalles,Oregon 1932 
John F . Daly P res . ,H ibe rn ia Com.& Savgs.Bk. .Portland,Oregon 1932 

SPOKAHE BRANCH of the FEDERAL RESERVE BAH OF SAN FRANCISCO 

OFFICERS AND DIRECTORS. 1931 

OFFICERS 

D. L. Davis, ivlanaging Direc tor J . M. Leisner , Ass i s t an t Manager 

DIRECTORS Term 
Expires 
Dec. 31 

D. L. Davis Spokane, Washington 1931 
G. I . Toevs # Chrm. V. P . , Centennial Mill Co., Spokane, Washington 1931 
D. W. Twohy Chrm., Old N a t ' l . Bank & Union Tr. Co. .Spokane, 1931 
Peter McGregor # McGregor Land & Livestock Co., Hooper, Washington 1932 
R. M. Hardy P r e s . , Yakima F i r s t Hat' 1 . Bank, Yakima, Washington 1932 

# Appointed "by the Board 
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X-6808-a 

DISTRICT HO. 12 \ 
..." . '• : ' ' K\ 

SEATTLE E3A2JCH of the FEDERAL RESERVE BMK OP SAM IEMCISCO 

OFFICERS AITD DIRECTORS. 1931 

OFFICERS 

C. R. Shaw, Managing Director G. W. R e l f , Ass i s t an t Cashier 
B. A. Russe l l , Ass i s tan t Manager 

DIRECTORS 
# Term 

Expires 
Dec. 31 

C. R. Shaw S e a t t l e , "Washington 1931 
Chas . H. Clarke # Chrm. General Casualty Co. of America,. S e a t t l e , TTash. 1931 
M. A. Arnold P r e s . , F i r s t S e a t t l e Dexter Horton National 

Bank, S e a t t l e , "Washington 1931 
Henry A. Rhodes # p r e s . , Rhodes Brothers Investment Company, 

Tacoma, Washington 1932 
M. F. Backus P r e s . , National Bank of Commerce, S e a t t l e , Wash. 1932 

# Appointed "by the Board 
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FE AL RESERVE 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

RD 

X-6809 

February 2, 1931, 

SUBJECT: Code words to cover te legraphic t r ansac t ions 
in Treasury B i l l s . 

Dear S i r : 

In connection with t e legraph ic t r ansac t ions i n Govern-
ment s e c u r i t i e s between Federal reserve banks, the fol lowing 
code words have been designated to cover new i s s u e s of 
Treasury B i l l s , as fol lows; 

"IJOXAIEER" Ser ies dated February 3, 1931 and 
maturing May 4, 1931. 

"170XAlMU?GrK Ser ies dated February 4, 1931 and 
maturing May 5, 1931. 

These words should be i n s e r t e d in the Federal Reserve 
Telegranh Code book, following the supplemental code word 
"ITOXAGO" on page 172. 

Ve*y t r u ly yours, 

J . C. IToell, 
Ass i s tan t Secre ta ry . 

TO GOVERNORS OF ALL F. B. BAMS. 
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X-6812 

DIGEST OF STATE LAWS RELATING TO 

PRIVATE BANKS OR BANKERS. 

The fol lowing i s a d iges t of the laws of the severa l 
S ta t e s having re fe rence to the organizat ion and. opera t ion of 
p r i v a t e banks or "bankers, which was prepared i n the o f f i c e of 
the General Counsel to the Federal Reserve Board wi th the a s -
s i s t ance of the Counsel f o r the var ious Federal reserve hanks. 

Only the provis ions of S ta te laws p e r t a i n i n g to the 
organiza t ion and operat ion of p r i v a t e "banks or "bankers and the 
na ture and scope of the supervis ion of them exercised "by the 
S ta t e "banking a u t h o r i t i e s have "been covered i n the d i g e s t ; and 
no attempt has been made to d iges t i n d e t a i l any provis ions pe r -
t a in ing to l i q u i d a t i o n . The laws of some Sta tes r equ i r e p r i v a t e 
"banks or "bankers to conduct t h e i r "business i n accordance wi th 
the p rov is ions covering incorporated "banks. In such cases , t h i s 
general requirement has "been d iges ted , "but no attempt has been 
made to d iges t the provis ions covering incorporated banks. 

In prepar ing t h i s d i g e s t , i t has been assumed tha t the 
terms "p r iva te bank" and "pr iva te banker" a re genera l ly under-
stood to embrace a l l persons , f i rms , pa r tne r sh ip s , a s soc ia t ions 
or other organizat ions engaged i n one or more of the genera l ly 
recognized phases of the banking business without being i nco r -
pora ted . Where, however, the term "pr iva te bank" or "pr iva te 
banker" i s def ined i n the S ta te laws, such d e f i n i t i o n i s summar-
ized i n the d i g e s t . 
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X-5312 
: 134 

ki.nmi. 
P r i v a t e banks sub jec t to same general provis ions as incorporated 
banks and to c e r t a i n add i t iona l s p e c i f i c provis ions . 

The laws of t h i s Sta te c rea te a banking department which i s 
11 charged with the execution of a l l laws r e l a t i n g to *** ind iv idua l s 
doing or carrying on a banking business in the S ta t e of Alabama*" 
The laws a l so provide tha t 11 The word 'bank1 as here in used means any 
person, f i r m , p a r t n e r s h i p or corporat ion doing or carrying on a bank-
ing bus iness , * * *, un less used in such connection and so as to ex-
p re s s a d i f f e r e n t meaning"r i nd i ca t i ng tha t so -ca l l ed p r i v a t e bankers 
a re s u b j e c t to the same general provis ions as are made appl icab le to 
incorpora ted banks, (Civ i l Code, Sec. 6275; Banking laws, 1928, sec . 
6275, p . 3 ) , In add i t ion , the lairs a l so contain provis ions s p e c i f i c -
a l l y covering the organizat ion , operation and l i q u i d a t i o n of p r i v a t e 
bankers , and these provis ions are se t f o r t h below. 

Organization; no t i ce of i n t en t ion to commence bus iness : pub l i ca t ion of . 

"Ho ind iv idua l or indiv iduals or pa r tne r sh ip sha l l commence 
the carrying on of the banking business without f i r s t giving no t i ce 
of i n t e n t i o n to organize and carry on such business by pub l i ca t ion 
a t l e a s t once a week f o r four successive weeks in a newspaper to be 
designated by the superintendent of banks publ ished in the c i t y or 
town or county where such bank i s proposed to be loca ted . Such no t ice 
s h a l l spec i fy the name or names of the indiv idual or ind iv idua ls p ro-
posed to ce i n t e r e s t e d i n such bank, what i n t e r e s t each w i l l have, the 
amount of the c a p i t a l proposed to be used in the proposed banking 
bus iness , the name under which and the place whore the business r i l l 
be ca r r i ed on, and the bona f i de cash value of the asse t s and p roper ty 
of each ind iv idua l to be i n t e r e s t e d i n the bank, over and above a l l i n -
debtedness. Copy of such published no t ice * * * s h a l l be made and f i l -
ed with the super intendent of banks," (Civi l Code, sec . 6349; Banking 
Laws j 1928, sec . 6349, p . 24;) 

I n v e s t i g a t i o n by superintendent of banks. 

"The superintendent of banks sha l l i nves t i ga t e and a s c e r t a i n 
whether the charac ter and general f i t n e s s of the ind iv idua ls named, are 
sucn as to command the confidence of the community in which s a i d bank 
i s proposed to be loca ted , and tha t there i s pub l i c necess i ty f o r sa id 
bank, and s u f f i c i e n t business to support the same in sa id community, 
the same as i s requi red pre l iminary to the incorpora t ion of a bank un-
der the provis ions of t h i s a r t i c l e . " I f , a f t e r such i n v e s t i g a t i o n , the 
superintendent i s of the opinion tha t the f a c t s do not warrant the 
es tabl ishment of such bank, "he s h a l l i ssue under h i s hand and o f f i c i a l 
s e a l , in dup l i ca t e , a r e f u s a l to permit the ind iv idua l s proposed to be 
i n t e r e s t e d in the proposed bank from operating the bank, and s h a l l **** 
transmit to the probate judge of the county in which the bank i s proposed 
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to be loca ted and. do "business, one of the dupl ica tes of h i s r e f u s a l , 
which the probate judge s h a l l f i l e rnd record in h i s o f f i c e , and the 
other dupl ica te of h i s r e f u s a l the superintendent s h a l l f i l e in h i s 
o f f i c e . " (Civ i l Code, sec . 6350; Banking Laws, 1928, sec . 6350, p . 
24 . ) 

Appl icat ion fo r permit to commence bus iness . 

"Before any *** ind iv idua l banker sha l l t r ansac t any business 
as a bank, such *** indiv idual s h a l l f i l e ivi th the superintendent r e -
quest fo r a permit to commence bus iness . " (Civ i l Code, sec . 8351; 
Banking Laws, 1928, sec . 6351, p . 24 . ) 

Writ ten approval of superintendent of banks requ i red . 

"Ho *** ind iv idua l or ind iv idua l s s h a l l t r ansac t any business 
as a bank in t h i s S t a t e other than such as r e l a t e s to the formation of 
such bank without the wr i t t en approval of the superintendent of banks 
and without h i s w r i t t e n c e r t i f i c a t e s t a t i n g tha t such *** ind iv idua l 
banker has complied with a l l the requirements of law and i s author ized 
to t r ansac t bus iness wi thin th i s S ta t e as a bank and tha t such business 
can be s a f e l y en t rus ted to i t , which c e r t i f i c a t e s h a l l be recorded i n 
the o f f i c e of the superintendent in a book to be kept by him f o r that 
purpose, and a c e r t i f i e d copy thereof under the hand and o f f i c i a l sea l 
of the super intendent sha l l be f i l e d and recorded i n the o f f i c e of the . 
probate judge of the county wherein the *** ind iv idua l i s to have i t s , 
h i s or t h e i r p r i n c i p a l place of bus iness , a t the expense of the bank"• 
(Civ i l Code, sec . 6352; Banking Laws, 1928, sec . 6352, p . 25.) 

Examination by super intendent as to payment of c a p i t a l . 

"The super intendent s h a l l , before i s su ing h i s permit to any *** 
ind iv idua l banker to commence bus iness , examine or cause an examination 
to be made in order to a sce r t a in whether the r e q u i s i t e c a p i t a l of such 
bank has been pa id i n in cash . The superintendent s h a l l not au thor ize 
such *** ind iv idua l banker to commence business unless i t appears to 
h i s s a t i s f a c t i o n from such examination, or other evidence s a t i s f a c t o r y 
to him, tha t the r e q u i s i t e cap i t a l has, in good f a i t h , been subscr ibed, 
and pa id in cash." (Civ i l Code, sec . 6353; Banking Laws, 1928, sec . 
6353, p . 25.) 

Transacting business without permit ; pena l ty . 

"Any person who s h a l l h e r e a f t e r t r ansac t any business as an o f -
f i c e r or agent *** of an ind iv idua l banker h e r e a f t e r commencing bus iness , 
before such *** ind iv idua l banker i s authorized to t r ansac t business as a 
bank by the permit of the superintendent of banks, s h a l l be g u i l t y of a 
misdemeanor and, upon convict ion, sha l l be f ined not l e s s than one hundred 
nor more than one thousand d o l l a r s . " (Criminal Code, sec . 3400; Banking 
Laws, 1928, sec . 3400, p . 63.) 
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Ind iv idua l ,nay appeal from decis ion of superincandent r e fus ing permi t . 

An ind iv idua l may appeal to the Sta te Banking Board and a court 
of competent j u r i s d i c t i o n from a decis ion r e fus ing him the r i g h t to es-
t a b l i s h an ind iv idua l bank. (Civ i l Code, sec. 6356; Banking Laws, 1928, 
sec . 5356, p . 25.) 

Annual assessments f o r expenses of banking department. 

Each p r i v a t e banker on the c a l l of the superintendent of banks, 
i s required to pay a ce r t a in amount i n t o the t r easury of the S t a t e , be-
tween the f i r s t day of January and the f i r s t day of Apri l of each year , 
or a t such other time as the superintendent may des ignate , to be used 
as an a id i n def ray ing the expenses of the banking department. (Civ i l 
Code, sec . 6287; Banking laws, 1928, sec . 5387, p . C). Each bank f a i l -
ing to pay t h i s assessment " sha l l f o r f e i t to tae S ta t e f i ve ($5.00) dol-
l a r s f o r each day a f t e r i t i s ( in ) d e f a u l t , ***". (Ctv i l Code, sec . 
6288; Banking Laws, 1928, sec . 6288, p . 7) . 

Examinations; number and nature o f . 

"The super intendent of banks sha l l e i t h e r persona l ly , or by com-
pe ten t examiner appointed by him, v i s i t and oxaiaine *** every ind iv idua l 
banker doing a banking business , i n and under the laws of the S ta t e of 
Alabama, a t l e a s t twice i n each year . On every such examination, inqui ry 
s h a l l be made as to the condition and resources of the corporat ion (or 
the ind iv idua l or ind iv idua ls in case of ind iv idua l bankers) , the mode 
of conducting and managing the a f f a i r s of the bank, ***, the investment 
of the funds of the bank, the s a f e t y and prudence of the management of 
the "bank, and whether the requirements of i t s char te r and of law have 
been complied with i n the adminis t ra t ion of the a f f a i r s of the bank, 
and as to such other matters as the superintendent of banks may proscr ibe 
In add i t ion , the superintendent Of banks s h a l l in l i k e manner examine or 
cause to be examined i n t o the a f f a i r s of every *** ind iv idua l banker do-
ing a banking business whenever i n the judgment of the superintendent 
the management and condition of the bank i s such as to render an exam-
i n a t i o n of i t s a f f a i r s necessary or expedient, or whenever i n the opin-
ion of the superintendent the i n t e r e s t of the ryublic demands an examina-
t i o n . " (Civ i l Code, sec. 6289; Banking Laws, 1928, see . 6289, pp. 7 and 
8). 

Reserve requirements . 

"Ifo bank, f i rm, person or corporation doing a banking business 
s h a l l reduce, or be allowed to reduce the cash of the bank jr hand be-
low f i f t e e n per cent of donnnd depos i t s , provided t h a t t h r e e - f i f t h s of 
s a id f i f t e e n per cent reserve may consis t of the balance due by banks 
and bankers to sa id bank when payable on demand." (Civ i l Code, sec . 
6337; Banking Laws, 1928, sec . 6337, p . 19). 
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Fa i lu re of p r i v a t e "banker to pay over money on demand. 

Atiy p r i v a t e "banker who s e l l s or disposes of p roper ty f o r 
another , and r e f u s e s f o r three days a f t e r demand made "by the person 
e n t i t l e d to make such demand or h i s agent or a t to rney , to pay the 
amount to which such person i s e n t i t l e d , must on convic t ion , "be 
f i n e d not more than one thousand d o l l a r s , and may a l so "be imprisoned 
i n the county j a i l , or sentenced to hard 16bor f o r the county f o r 
not more than s i x months. (Code of Alabama, 1923, sec . 3976.) 
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Impairment of c a p i t a l : w ^ e r aau duty of suoer imcncont . 

"Tnenever the superintendent of "banks s h a l l have reason to "believe 
tha t the *** c a p i t a l of any ind iv idua l "banker i s reduced "by impairment or 
otherwise "below the amount of i t s paid-up cap i t a l s tock, he s h a l l require 
such *** ind iv idua l "banker to make good the d e f i c i t within t h i r t y days 
a f t e r the date of the requirement "by him, which requirement s h a l l be in 
w r i t i n g . The super intendent may examine or cause to "be examined in to the 
a f f a i r s of any such "bank to a s c e r t a i n the amount of such impairment or 
reduct ion of c a p i t a l and whether the def ic iency has "been made good as r e -
quired "by him". (C iv i l Code, sec . 6297; Banking Laws, 1928, sec . 6297, 
P- 9 ) . 

Superintendent mast request cor rec t ion of unsafe p r a c t i c e s . 

"The super intendent of "banks s h a l l submit to the *** governing 
body of any ind iv idua l banker, and request a co r rec t ion of any matter 
i n the conduct of the a f f a i r s of the bank which, in h i s opinion, i s un-
s a f e . " (Civ i l Code, sec . 6298; Banking Laws, 1928, sec . 6298, p . S) . 

Unsafe or unsound condit ion or other matters of de fau l t or misconduct: 
superintendent may take possess ion. 

"Whenever i t s h a l l appear to the superintendent of banks tha t 
any *** ind iv idua l banker has v i o l a t e d i t s char te r or any law of the 
S t a t e , or i s conducting business in any unauthorized manner, or i f 
the cap i t a l of *** any ind iv idua l banker i s impaired and not made good 
under the requirement of the superintendent within the required time, 
or i f any such *** ind iv idua l banker sha l l r e fuse to submit i t s papers , 
books and concerns to the inspec t ion of the superintendent or any exam-
i n e r , or i f any o f f i c e r thereof s h a l l r e fu se to be examined on oath 
touching the conduct of any such *** individual banker or i f any such 
*** ind iv idua l banker s h a l l suspend payment of i t s obl igat ions or i f 
from any examination the superintendent sha l l have reason to conclude 
tha t such *** ind iv idua l banker i s in an unsound or unsafe condi t ion 
to t r ansac t the business f o r ' 'hich i t was organized, or tha t i t i s uo#» 
s a f e f o r i t to continue business , or i f any such *** ind iv idua l bank-
er s h a l l neglec t or r e f u s e to observe any order of the superintendent 
d i r e c t i n g or r equ i r ing the doing of any p a r t i c u l a r th ing required to 
be done by law, the superintendent may ca l l a meeting of the banking 
board and submit to sa id board mat ters of de fau l t or misconduct in 
the a f f a i r s of the banks of which the bank s h a l l have no t ice and up-
on which the bank may be heard i n person or by counsel, and i f s a id 
board or a ma jo r i ty of sa id board, so d i r e c t s , the superintendent 
s h a l l for thwi th take possession of the proper ty and business of such 
*** ind iv idua l banker and r e t a i n such possession u n t i l such *** 
ind iv idua l banker s h a l l resume business or i t s a f f a i r s be f i n a l l y 
l i q u i d a t e d , as he re in provided". (Civ i l Code, sec. 6299; Banking 
Laws, 1923, sec . 6299, pp. 9 and 10) . 
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Superintendent not, to take char,-. <3 of indiv idual "banker unless d i r ec t ed 
to do so "by banking board. 

"The super in tendent of banlcs sha l l not take possession of the 
p roper ty and business of any bank under the provis ions of t h i s a r t i c l e 
un le s s *** d i r ec t ed so to do by the banking board. On taking possess -
ion of the proper ty and business of any such *** ind iv idua l banker, 
the superintendent s h a l l give no t i ce of such f ac t t o a l l banks and other 
p a r t i e s or corporat ions holding or in possession of any a s s e t s of such 
*** ind iv idua l banker ." (Civi l Code, sec . 5303; Banking Laws, 1928, 
sec . 6303, p . 11) . 

".Then business may "be resumed. 

"After the superintendent has taken possession of *** ( the) 
bus iness of an ind iv idua l banker, the superintendent may permit such 
*** ind iv idua l banker to resume business upon such condit ion as may 
be approved by him including an observance of a l l the requirements 
of lav#, and making good a l l d e f i c i t s in the previous observances of 
law." (Civ i l Code, sec . 6305; Banking Laws, 1928, sec . 6305, p . 11) . 

Liquidat ion of a f f a i r s by super intendent . 

"Upon taking possession of any of the proper ty and bus iness of 
any *** ind iv idua l banker, the superintendent may c o l l e c t moneys due to 
such *** ind iv idua l banker and do such other a c t s as are necessary to 
conserve i t s a s s e t s and bus iness , and sha l l proceed to l i q u i d a t e the 
a f f a i r s thereof as h e r e i n a f t e r provided. The superintendent s h a l l col-
l e c t a l l debts due and claims belonging to the bank." (Civ i l Code, sec . 
5305; Banking Laws, 1928, sec . 6305, p . 11). The laws a l so contain de-
t a i l e d provis ions r e l a t i n g to the powers and du t i e s of , and the p ro -
cedure to be followed by, the superintendent of banks in the ac tua l 
l i q u i d a t i o n of the a f f a i r s of an indiv idual banker. (Civ i l Code, sec . 
5304, 5307-6319 and 6325; Banking Laws, 1928, sees . 5304, 5307-6319 
and 6325, pp. 11-14 and 16). 

ABIZO'.TA. 

P r iva t e or pa r tne r sh ip banks express ly p roh ib i t ed . 

The laws of t h i s Sta te provide tha t "She e s t ab l i sh ing or main-
tenance of p r i v a t e or pa r tne r sh ip banks i s hereby expressly p roh ib i t ed ; 
P20VIDSD, tha t a l l such banks now in operat ion s h a l l r e t i r e from bus i -
ness or incorpora te under the provis ions of t h i s Chapter wi th in a pe r -
iod of f i v e years from and a f t e r the approval of t h i s Chapter". (Bank-
ing Laws, 1922, sec . 30, p . 24; Senate B i l l No. 26, F i r s t Special Ses-
s ion of the F i f t h Leg i s l a tu re of Arizona, sec . 30) . 
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P r i v a t e banks permi t ted , "out sub jec t to same provis ions as incorporated 
"banks. 

The laws of t h i s S t a t e , in def ining the word "bank", recognize 
a p r i v a t e banking business but ind ica te tha t such business i s sub jec t 
gene ra l l y to the same provisions as those ^hich cover incorporated 
banks. This d e f i n i t i o n reads in p a r t as fol lows: 

"Wherever the '7ord 'bank' appears in t h i s (bank) a c t , i t s h a l l 
be deemed to apply a l i k e to any incorporated bank, t r u s t company, or 
savings bank, *** and a l so to any par tnersh ip or ind iv idua l t r a n s a c t -
ing a banking bus iness . " (Acts of 1913, Act 113, sec . 10, as amended 
by Acts of 1923, Act 627, sec . 17; Banking Law Pamphlet, 1929, sec . 
20, p . 14) . 

The fol lowing provis ions are s p e c i f i c a l l y made appl icable to 
p r i v a t e banks. 

Organization; app l i ca t i on to bank commissioner. 

The laws provide tha t persons des i r ing to organize a corpora-
' t ion for the purpose of t r ansac t ing a banking or trust business "may 
apply to the (bank) Commissioner to be incorporated and s h a l l submit 
t h e i r proposed a r t i c l e s of agreement" which s h a l l s e t out c e r t a i n 
informat ion . (Acts of 1913, Act 113, sec. 11; C. & M. Digest , sec . 
675; Banking Law Pamphlet, 1929, sec . 12, p . 8 ) . I f an app l i ca t i on 
to engage in the business of banking i s made by a p r i v a t e bank, " i t 
s h a l l be in such form as the Commissioner sha l l p r e s c r i b e , and he 
s h a l l make the same inqui ry as i s required i n cases of incorpora t ion 
be fore i s su ing to such f i rm or ind iv idua l h i s permit of any kind of 
a bank." (Acts of 1913, Act 113, sec . 14; C & M. Dig. , sec . 678; 
Banking Law Pamphlet, 1929, sec . 15, p . 11). 

With re fe rence to the "same inquiry" which the bank commis-
s ioner i n s t i t u t e s i n the case of an incorporated bank, the laws p ro -
vide tha t "the Commissioner s h a l l a sce r t a in , from the bes t source of 
information a t h i s command, the character and general f i t n e s s of the 
persons named a s s tockholders (owners), and t h e i r s tanding i n the 
community in which the proposed i n s t i t u t i o n i s to be loca ted , and 
whether the r e q u i s i t e cap i t a l has been i n good f a i t h subscribed and 
p a i d . " (Acts of 1913, Act 113, sec . 12; C. & M. Dig. , sec . 675; 
Banking Law Pamphlet, 1929, sec . 13, p . 9 ) . 

Pee requi red f o r organiza t ion , increase of c a p i t a l and amendment of char ter . 

"No corpora t ion , f i rm or indiv idual sha l l be allowed to do a 
banking business of any kind un less i t , they, he, or she, sha l l pay 
to the Bank Commissioner a fee of o n e - f i f t h of one per cent on the 
author ized c a p i t a l stock* Fees a t the same r a t e s h a l l be charged f o r 
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an increase of c a p i t a l s tock ." f o r each amendaent or supplement to 
the cha r t e r , except f o r an increase of cap i t a l s tock, a fee of ten 
do l l a r s sha l l be charged. (Acts of 1915, Act 113, sec . 16; C. & M. 
Dig . , sec . 680; Banking Law Pamphlet, 1929, sec . 17, p . 11). 

T i t l e mast show tha t i n s t i t u t i o n i s not incorpora ted . 

Any ind iv idua l or f i rm doing "business as a p r i v a t e bank s h a l l 
des ignate a name f o r such bank, which sha l l show tha t i t i s not incor*-
pora ted . (Acts of 1913, Act 113, sec. 15; C. & M. Dig. , sec . 579; 
Banking Law Pamphlet, 1929, sec. 16, p . 11). 

Proper ty must be he ld in name of bank.' 

Al l r e a l and personal p roper ty cmned by a p r i v a t e bank must be 
he ld in i t s name and not i n the name of the owner or owners of the bank. 
(Acts of 1913, Act 113, sec . 15; C. & 11. Dig. , sec . 679; Banking Law 
Pamphlet, 1929, sec . 16, p . 11) . 

When c red i to r of owner may a t t ach bank's a s s e t s . 

Al l of the a s s e t s of a p r i v a t e bank a re exempt from attachment 
or execution by any c r ed i to r of an owner u n t i l a l l of the l i a b i l i t i e s of 
the bank have been pa id in f a l l . (Acts of 1913, Act 113, sec . 15; C. & 
M. Dig. , sec . 679; Banking Law Pamphlet, 1929, sec . 16, p . 11) . 

Owner may not use bank 's funds for "private bus iness : note of owner as a s s e t . 

"Ho p r i v a t e banker s h a l l use any of the funds of h i s bank f o r 
p r i v a t e bus iness , and the note of the owner or owners of any p r i v a t e 
bank s h a l l not be considered or accepted as a p a r t of i t s a s s e t s . " 
(Acts of 1913, Act 113, sec . 15; C. & H. Dig. , sec . 679; Banking Law 
Pamphlet, 1929, sec . 16, p . 11). 

When owner's widow can be enaowed of bank's p roper ty . 

"In case of the death of an individual banker, h i s widow s h a l l 
not be endowed of any of the proper ty of the bank, except such as re— 
mains a f t e r the payment of a l l deposi tors and other c r e d i t o r s . " (Acts 
of 1913, Act 113, sec . 15; C. & M. Dig. , sec. 679; Banking Law Pamphlet, 
1929, sec . 16, p . 11) . 

Acceptances and l e t t e r s of c r e d i t : l i m i t of l i a b i l i t y . 

"Any *** p r i v a t e bank, *** may accept f o r payment a t a f u t u r e 
date d r a f t s drawn upon i t by i t s customers and to i s sue l e t t e r s of 
c r ed i t au thor iz ing the holders thereof to draw d r a f t s upon i t or upon 
i t s correspondents a t s igh t or on time not exceeding s ix months; p ro -
vided, tha t no bank s h a l l incur l i a b i l i t i e s under t h i s subdivis ion to 
an amount equal a t any time in the aggregate t o more than i t s paid-up 
and unimpaired c a p i t a l s tock and c e r t i f i e d surplus fund ." (Act of March 
22, 1919, p . 251, s ec . 4; C. & M. Dig. , sec . 741; Banking Law Panrohlet, 
1929, sec . 30, p . 21 ) . 
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Banking business may only "oe transacted, "by corporations. 

The laws of t h i s S ta te provide tha t the business of hanking 
may only he t r ansac ted hy corporat ions duly organized f o r t ha t purpose. 
The provis ions i n t h i s connection read as fol lows: 

"The word 'bank* as used in t h i s ac t s h a l l be construed to 
mean any incorpora ted banking i n s t i t u t i o n wnich s h a l l have been i n -
corporated to conduct the business of rece iv ing money on depos i t , 
***, *** I t s h a l l be unlawful f o r any corporat ion, pa r tne r sh ip , f i rm 
or ind iv idua l to engage in or t r ansac t a banking business within t h i s 
s t a t e except by means of a corporat ion duly organized f o r such purpose. 
***" ( C a l i f o r n i a Bank Act, 1929, sec . 2, p . 3 ) . 

COLORADO. 

P r iva t e banking business -permitted, but made subjec t to same prov is ions 
as incorporated banks. 

The laws of t h i s Sta te provide tha t where the business of bank-
ing i s engaged i n by persons or copartnerships such business i s sub jec t 
to the same requirements as are made app l icab le , to incorporated banks. 
The laws in t h i s connection read as fol lows: 

"The word 'Bank,1 as used ih t h i s Act, s h a l l include every pejv 
son, co-par tnership and corporat ion, except National Banks, engaged i n 
the business of banking in the S ta t e of Colorado". (Laws of 1913, sec . 
1, p . 116; Compiled Laws of 1921, sec . 2653; Banking Laws, 1928, sec . 1 
p . 3 ) . 

"When by the provis ions hereof anything i s required to be done 
by any incorporated bank or i t s board of d i r e c t o r s , or any o f f i c e r , 
d i r e c t o r or employee the reof , or t h e i r r i g h t or power to do a s p e c i f i e d 
a c t i s denied, the same act . s h a l l be done, or no t , as the case may be, 
by ind iv idua l s or co-par tncrs engaged in the banking bus iness . " (Laws 
of 1913, sec . 2 , p . 116; Compiled Laws of 1921, sec . 2654; Banking Laws 
1928, sec . 2 , p . 3 ) . 

In add i t ion to the provis ions appl icable to incorporated banks, 
persons or co-par tnersh ips are subjec t to the following s p e c i f i c p ro -
v i s i o n s : 

Word "Sta te" may not be used as -part of t i t l e . 

" Indiv iduals or co-par tnerships engaged in banking s h a l l not 
use the v,ord ' S t a t e 1 as a pa r t of the bank or f i rm name." (Laws of 
1913, sec . 9, p . 118; Comoiled Laws of 1921, sec . 2561; Banking Laws, 
1928, sec . 9, p . 7 ) . 
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Ownership of c a p i t a l s tock "by copar tners . 

"Co-partners conducting a bank sha l l each own a t l e a s t two per 
cent thereof ( c a p i t a l stock) i n no wise pledged or incumbered." (Laws 
of 1919, sec . 1, p . 299, amending Laws of 1913, sec . 12, p . 119; Com-
p i l e d Laws of 1921, sec . 2664; Banking Laws, 1928, sec . 12, p . 9 ) . 

Oath required of owner of unincorporated tank. 

"Every owner of any por t ion of an unincorporated "bank ac tua l l y 
engaged in the management t h e r e o f , sha l l t ake and subscribe to an oath 
tha t he w i l l , so f a r as the duty devolves upon him, d i l i g e n t l y and honest-
l y administer the a f f a i r s of the bank; tha t he w i l l not knowingly v i o l a t e , 
nor w i l l i n g l y permit to be v i o l a t e d , any provis ion of the law; tha t he 
i s the owner i n good f a i t h of at l e a s t t ha t p a r t of the c a p i t a l s tock 
of said bank or tha t po r t ion of the c a p i t a l employed the re in" spec i f i ed 
by the p rov is ion l a s t above quoted. (Laws of 1913, sec . 14, p . 119; 
Compiled Laws of 1921, sec. 2666; Banking Laws, 1928, sec . 14, p . 9 ) . 

Loans to co-owners p roh ib i t ed . 

"No unincorporated bank sha l l loan to any person or co-par tner 
owning an i n t e r e s t t h e r e i n . Ho individual or co-par tner owning an i n t e r e s t 
i n an unincorporated bank sha l l become endorser fo r any person, f i rm or 
corporat ion borrowing money therefrom, nor s h a l l any note or ob l iga t ion 
of such ind iv idua l or co-par tner be considered an asse t of such bank." 
(Laws of 1913, sec . 33, p . 124; Compiled Laws of 1921, sec . 2687; Bank-
ing Laws, 1928, sec . 37, p . 21) . 

COmiSCTICUT. 

P r iva t e banking business p roh ib i t ed ; exceptions. 

The laws of t h i s s t a t e provide tha t "Ho person, f i r m , corpor-
a t i on or unincorporated a s soc ia t ion cf persons , other than a p r i v a t e 
banker who, on May 29, 1925, was engaged in business as a p r i v a t e bank-
e r , and, p r i o r t h e r e t o , q u a l i f i e d as such by the f i l i n g of the bond or 
s e c u r i t i e s requi red by the general s t a t u t e s , or a person, f i r m , corpor-
a t i o n , or unincorporated a s soc ia t ion of persons succeeding i n ownership 
to the business of a p r i v a t e banker q u a l i f i e d as above .prbvi&ed, and who 
s h a l l , upon succeeding to such bus iness , comply with the provis ions of 
law r e l a t i n g to p r i v a t e bankers , sha l l engage i n the business of a 
p r i v a t e banker, provided nothing here in contained s h a l l prevent any 
f i rm, pa r tne r sh ip or unincorporated a s soc ia t ion of persons car ry ing on 
the business of a p r i v a t e banker from changing or inc reas ing the member-

- ship of such f i r m , pa r tne r sh ip or unincorporated a s soc i a t i on of persons 
or from reorganiz ing in to a new f i rm , pa r tne r sh ip or unincorporated 
a s soc ia t ion of persons" . (General S ta tu tes of Connecticut, Revision of 
1930, sec. 3958). 
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"Ito p r i v a t e baialcer shall Use j as a pa r t Of h i s name or as a 
p r e f i x or s u f f i x t he r e to or as a des ignat ion of the "business ca r r i ed 
•on "by him, the word ' banke r ' , ' bank ' , ' banking ' , ' t r u s t ' or ' s av ings ' 
but he may do so i f he q u a l i f i e s i t by the word ' p r i v a t e ' " . (General 
S ta tu tes of Connecticut , Revision of 1930, sec . 3950). 

D e f i n i t i o n of term "pr iva te banker". 

"The term ' p r i v a t e banker ' sha l l mean any person, corpora t ion , 
f i r m , pa r tne r sh ip or unincorporated a s soc ia t ion of persons , engaged i n 
whole or in p a r t i n the business of rece iv ing depos i t s sub jec t to check 
or f o r repayment upon the p re sen ta t ion of a passbook, c e r t i f i c a t e of 
deposit or other evidence of debt , or f o r repayment upon request of 
the depos i to r , or engaged i n the business of rece iv ing money f o r t r a n s -
mission, other than a bank, t r u s t company or bu i ld ing and loan assoc ia -
t i on organized under the laws of t h i s S ta t e or of the United S ta tes or 
express companies having a cont rac t or con t rac t s with a ra i lway or r a i l -
ways covering express t r a n s p o r t a t i o n . " (General S t a tu t e s of Connecticut 
Revision of 1930, sec . 3949). 

Bond must be f i l e d wi th S ta te Treasurer ; purpose o f . 

Every p r i v a t e banker mast deposi t wi th the t r e a s u r e r of the 
S ta te a bond executed by the p r i v a t e banker and by a sure ty company 
or the owner or owners of r e a l e s t a t e wi th in the S t a t e , approved by 
the bank commissioner. This bond s h a l l be conditioned upon the r e -
payment of any money which may be deposited wi th the p r i v a t e banker 
and upon t h e f a i t h f u l t ransmission of any money which may be de l ivered 
to such banker f o r t ransmiss ion t o another , "and upon the payment, 
i n the event of the insolvency or bankruptcy of such p r i v a t e banker, 
of the f u l l amount recoverable under the condit ions of such bond to 
the ass ignee , r ece ive r or t r u s t e e of such p r i v a t e banker f o r the b e n e f i t 
(1) of the persons making such depos i t s or de l ive r ing money to such 
p r i v a t e banker f o r t ransmiss ion to another and (2) the s a t i s f a c t i o n 
of the general debts and obl iga t ions of such p r i v a t e banker". (General 
S ta tu tes of Connect icut , Revision of 1930, sec . 3951). 

Amount of bond dependent upon populat ion. 

"The amount of the bond required of each p r i v a t e banker en-
gaged i n bus iness i n any c i t y or town having a popula t ion of twenty 
thousand or l e s s s h a l l be twenty thousand d o l l a r s , and of each p r i -
va te banker engaged i n business i n any c i t y or town having a popula-
t i on i n excess of twenty thousand s h a l l be f o r t y thousand d o l l a r s . " 
(General S t a tu t e s of Connecticut, Revision of 1930, sec . 3951). 

Secur i t i e s may be deposi ted in l i e u of bonds. 

"Any p r i v a t e banker may, a t h i s opt ion, deposi t wi th the 
t r ea su re r i n l i e u of such bond, i n whole or in p a r t , s e c u r i t i e s owned 
by him of a s u f f i c i e n t ac tua l value to . aggrega te , wi th any bond so 
f i l e d , the requi red amount of such bond, which s e c u r i t i e s s h a l l be 
such as s h a l l have been approved by the bank commissioner." (General 
S ta tu tes of Connecticut , Revision of 1930, sec . 3951). 
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Release of "bond and s e c u r i t i e s . 

Any bond or s e c u r i t i e s deposited with the t r e a s u r e r may be 
re leased and de l ivered to the p r i v a t e banker upon the s u b s t i t u t i o n 
of another bond or s e c u r i t i e s aggregating the required amount and 
approved by the bank commissioner. Any bond or s e c u r i t i e s s h a l l a l -
so be re leased and de l ivered to a p r i v a t e banker upon the d iscon-
tinuance of h i s bus iness and upon de l ivery by him to the t r e a s u r e r 
of the s t a t e of a c e r t i f i c a t e issued by the bank commissioner tha t 
a l l depos i tors and c r e d i t o r s have been paid i n f u l l and a l l out -
standing l i a b i l i t i e s have been s a t i s f i e d . (General S t a tu t e s of 
Connecticut, Revision of 1930, sec . 3951). 

Secur i t i e s and money paid under bond because of de fau l t c o n s t i t u t e 
t r u s t fund. 

Any s e c u r i t y deposi ted with the S ta te t r e a s u r e r , and any 
money which, i n case of d e f a u l t , i s paid under any bond f i l e d by 
any p r i v a t e banker " sha l l c o n s t i t u t e a t r u s t fund (1) f o r the bene-
f i t of the depos i to rs of such p r i v a t e banker and the persons x?ho 
sha l l de l ive r money to such p r i v a t e banker f o r t ransmission to o the r s , 
which depos i to rs or persons s h a l l be p r e f e r r ed as to such 
money and s e c u r i t i e s so deposited or recovered in propor t ion to 
the ob l iga t ions of such private" banker to them a r i s i n g out of such 
deposi ts or r e c e i p t of money f o r t ransmission and (2) f o r the bene-
f i t of the general c r ed i to r s of such p r i v a t e banker.11 (General S ta tu tes 
of Connecticut, Revision of 1930, sec. 3951). r 
Real estate of person acting as surety on bond must be described and 
is sub.ject to a lien. 

Whenever the t r e a s u r e r accepts as sure ty on any bond any person 
owning r e a l e s t a t e "he s h a l l r equ i re such r e a l e s t a t e to be described 
i n such bond, and such r e a l e s t a t e s h a l l thereupon be subject to a 
l i e n to the amount of the ob l iga t ion of such bond, which l i e n s h a l l 
take precedence over any subsequent incumbrance, except l i e n s f o r 
taxes or municipal assessments ." A c e r t i f i e d copy of the bond must be 
f i l e d and recorded i n the o f f i c e of the town c le rk i n each town where 
such r ea l e s t a t e i s loca ted , and a recording f e e t h e r e f o r must be paid 
by the p r i v a t e banker. (General S ta tu tes of Connecticut, Revision of 
1930, sec. 3951). 
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Provisions not app l i cab le to c e r t a i n persons, f i rms , e t c . 

The prov is ions r e l a t i n g to the deposi t of a "bond wi th the S ta te 
"sha l l not apply to any person, f i rm , pa r tne r sh ip , or unincorporated 
a s soc ia t ion of persons engaged so le ly i n the 'business of forwarding or 
t r ansmi t t ing money." (General S ta tu tes of Connecticut, Revision of 
1930, sec. 3951). 

Statement of a s s e t s and l i a b i l i t i e s must "be f i l e d with the bank commissioner. 

Every p r i v a t e hank s h a l l "annually, on the f i r s t day of Nov-
ember or o f t en er i f required by the commissioner, f i l e wi th the 
bank commissioner a s ta tement , under oath, i n such form as may be r e -
quired by the commissioner, showing h i s a s s e t s and l i a b i l i t i e s , and 
giving such other informat ion as may be required by the commissioner. 
(General S t a tu t e s of Connecticut, Revision of 1930, sec . 3954). 

Examinations; insolvency or p o s s i b i l i t y of loss t o depos i to r s ; bank 
commissioner may suspend opera t ions . 

"The commissioner may cause an examination to be made of 
the a f f a i r s of any p r i v a t e banker a t any time a t the expense of such 
p r i v a t e banker , and, i f a f t e r appra is ing a l l the a s se t s of such p r i -
va te banker, including loans on r e a l e s t a t e and any r e a l e s t a t e owned 
by such banker, he s h a l l f i n d tha t such p r i v a t e banker i s i n so lven t , 
or tha t the depos i to r s or persons de l ive r ing money to him f o r t r a n s -
mission a re l i a b l e to s u f f e r any l o s s , he may de l ive r to such p r i v a t e 
banker a w r i t t e n no t i ce to d iscont inue rece iv ing money from depos i tors 
or money f o r t ransmiss ion and to discont inue paying depos i to rs or other 
c red i to r s .*** The w r i t t e n order of the commissioner author ized hereby 
s h a l l be in e f f e c t a temporary i n junc t ion r e s t r a i n i n g such p r i -
va te banker and h i s employees from rece iv ing money from depos i t o r s , or 
f o r t ransmiss ion, and from paying depos i tors or other c r e d i t o r s u n t i l 
the same s h a l l be vacated by any order of the super ior court or a 
judge t h e r e o f . " (General S t a tu t e s of Connecticut, Revision of 1930, 
sec . 3955). 

Procedure to r e s t r a i n continuance in business or to obtain appointment 
of r ece ive r ; l i q u i d a t i o n . 

If the bank commissioner f i n d s tha t the p r i v a t e banker i s i n -
solvent or t h a t the depos i tors are l i a b l e to s u f f e r a l o s s , he must 
then make an a p p l i c a t i o n to the superior court fo r the county i n which 
such banker i s loca ted s e t t i n g f o r t h the f a c t s and circumstances and 
praying fo r the appointment of a rece iver or an i n junc t ion r e s t r a i n -
ing such p r i v a t e banker from continuing i n bus iness . If i t appears 
to the cour t , a f t e r a hear ing on the app l i ca t i on , t ha t such p r i v a t e 
banker i s insolvent or can not resume business with s a f e t y to the pub-
l i c , such court may i s sue an in junc t ion r e s t r a i n i n g the p r i v a t e banker 
from f u r t h e r carrying on bus iness , and, "if i n so lven t , from c o l l e c t i n g 
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"or rece iv ing any debts or from paying out , s e l l i n g , ass ign ing or t r a n s -
f e r r i n g any of the a s s e t s , moneys, funds or lands belonging to him u n t i l 
the court s h a l l otherwise o rde r . " The court a t the time of Ordering the 
i n junc t i on , or a t any time during the continuance of such i n j u n c t i o n , 
may appoint a r ece ive r f o r the insolvent p r i v a t e "banker. The receive? 
has the powers conferred by law upon r ece ive r s of insolvent banks and 
t r u s t companies. The court may l imi t the time f o r f i l i n g claims against 
such rece iver and the winding up of the business of the p r i v a t e banker, 
"the l i q u i d a t i o n of h i s proper ty and a s se t s and the d i s t r i b u t i o n of the 
ava i l s thereof among the c r e d i t o r s of such p r i v a t e banker". (General 
S ta tu tes of Connecticut , Revision of 1930, sec t ion 3955). 

D i s t r i bu t i on of a s s e t s . 

The "ava i l s " sha l l be applied as fo l lows: (1) To the expenses 
of s e t t l i n g the a f f a i r s of the p r i v a t e banker; (2) to the payment of the 
deposi ts and the money ent rus ted to the banker f o r t ransmiss ion; (3) to the 
payment of a l l other l i a b i l i t i e s of the banker. The balance of such 
ava i l s s h a l l be paid to such banker. (General S ta tu t e s of Connecticut , 
Revision of 1930, sec . 3955). • 

Receiver requi red to f i l e bond. 

The r ece ive r must f i l e a bond i n such form and i n such amount as 
the court may d i r e c t before taking control of the a s s e t s of any p r i v a t e 
banker. (General S t a tu t e s of Connecticut, Revision of 1930, sec . 3955). 

Additional p rov i s ions regarding power of "bank commissioner and super ior 
court to suspend business i n order to preserve a s se t s or p r o t e c t depos i to r s . 

"The commissioner may i ssue a temporary order r e s t r a i n i n g 
any *** p r i v a t e banker *** from paying out any funds *** or rece iv ing 
depos i t s , or may take possess ion of *** such p r i v a t e "banker's business 
u n t i l such time as a hear ing may be arranged before a judge of the 
superior cou r t , who may, upon app l i ca t ion of the commissioner, *** 
or p r i v a t e banker , whenever, in the opinion of such commissioner, 
*** or p r i v a t e banker, i t may be necessary to preserve a s s e t s or pro-
t e c t depos i to r s , make an order r e s t r a i n i n g any *** p r i v a t e banker from 
paying out the funds of such *** p r i v a t e banker, or any p o r t i o n t h e r e o f , 
or from dec la r ing or paying dividends on any depos i t s or c a p i t a l s tock 
f o r such time as such judge s h a l l deem necessary. Such order sha l l be 
i n wr i t ing d i r ec t ed t o the *** p r i v a t e banker to be a f f e c t e d thereby, 
and a copy of the o r d e r . a t t e s t e d and l e f t by the commissioner *** 
with such p r i v a t e banker s h a l l be s u f f i c i e n t no t i ce t he reo f . Before 
i s su ing such r e s t r a i n i n g order , the judge sha l l cause reasonable not ice 
to be given to the *** p r i v a t e banker to be a f f e c t e d thereby. *** 
not ice to an agent of any p r i v a t e "banker s h a l l be not ice to such p r i -
va te banker. Notice may be waived by any such *** p r i v a t e banker or 
agent . Before *** any p r i v a t e banker s h a l l apply to any judge f o r such 
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" r e s t r a in ing order , no t i ce s h a l l be given i n wr i t i ng to the "bank com-
missioner of i n t e n t i o n to so apply at l e a s t ten days "before such ap-
p l i c a t i o n s h a l l "be made. I f , i n the opinion of the bank commissioner, 
(or) p r i v a t e "banker *** such order should "be revoked or modif ied, any 
judge of the super ior court may, on app l i ca t i on of such commissioner, 
(or) p r i v a t e "banker *** revoke or modify the o r ig ina l o rder , and not ice 
of such revocat ion or modif ica t ion sha l l "be given to the *** p r i v a t e 
"banker a f f e c t e d thereby i n the same manner as i n the case of the 
o r ig ina l o rde r . " (General S ta tu t e s of Connecticut, Revision of 1930, 
sec . 3870). 

Annual f e e mast "be paid "bank commissioner. 

Every p r i v a t e "banker i s required to pay annually to the "bank 
commissioner a f e e of f i f t y d o l l a r s . (General S ta tu tes of Connecticut, 
Revision of 1930, sec . 3957). 

Purchase of r e a l e s t a t e without approval of "bank commissioner p roh ib i t ed . 

"No p r i v a t e banker doing business i n t h i s s t a t e *** s h a l l pur -
chase any r ea l e s t a t e without f i r s t obtaining the approval of the bank 
commissioner." (General S ta tu t e s of Connecticut, Revision of 1930, sec. 
3952). 

Reserve fund r equ i r ed . 

"Each such p r i v a t e banker s h a l l maintain a rese rve fund of 
twelve per centum of the demand depos i t s and f i v e per centum of the 
time depos i t s he ld by him." (General S ta tu tes of Connecticut , Revision 
of 1930, s ec t ion 3953). 

What reserve fund s h a l l cons is t o f . 

"Such rese rve fund sha l l consis t of gold and s i l v e r coin , the 
demand obl iga t ions of the United S ta tes or na t iona l bank currency or 
f e d e r a l reserve notes and f e d e r a l reserve bank notes and be held by 
such p r i v a t e banker i n h i s p lace of business and of balances wi th r e -
serve agents , subject to demand d r a f t or bonds which a re l ega l i nves t -
ments £>r savings banks of t h i s s t a t e , provided each such r e se rve agent 
s h a l l be a depos i tory approved by the bank commissioner; and the bonds, 
held as a p a r t of such re se rve , s h a l l , a t no t ime, exceed a t par value 
one-s ix th of the t o t a l reserve fund . " (General S ta tu tes of Connecticut 
Revision of 1930, sec . 3953). 

Dividends or new loans , d i scounts , e t c . , p roh ib i t ed while rese rve i s 
impaired. 

Whenever the reserve fund of any p r i v a t e banker f a l l s belcw 
the requirements, such banker i s p roh ib i ted from making any new loans , 
discounts or investments , or any dividend or d i s t r i b u t i o n of p r o f i t s 
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u n t i l the reserve fund i s r e s to red to the required amount. (General 
S ta tu tes ,o f Connecticut , Revision of 1930, sec . 3953). 

Duty of bank commissioner i n case of impaired reserve fund. 

"The hank commissioner s h a l l n o t i f y any p r i v a t e "banker whose r e -
serve fund s h a l l f a l l "below said required amount, and, i f such p r i v a t e 
"banker s h a l l f a i l f o r t h i r t y days t h e r e a f t e r to make good such reserve 
fund, the "bank commissioner may apply f o r the appointment of a rece iver 
to wind up h i s business.1 1 (General S ta tu tes of Connecticut, Revision 
of 1930, sec . 3953). 

De f in i t i on of permanent c a p i t a l . 

"Any r e a l e s t a t e , s e c u r i t y , personal proper ty or evidence of 
ownership of proper ty acquired by any unincorporated p r i v a t e banker, 
with the c a p i t a l of such banker and cash received on deposi t i n excess 
of the t o t a l l i a b i l i t i e s of such banker, s h a l l be construed and des-
ignated as permanent c a p i t a l . " (General S ta tu t e s of Connecticut , Re-
v i s i o n of 1930, sec. 3960). 

Investment of permanent c a p i t a l . • 

"Bach such banker may, subject to the r e s t r i c t i o n s provided 
f o r he re in , inves t h i s permanent cap i t a l and the deposi ts received 
i n such r e a l and personal p roper ty , as he may deem advisab le , provid-
ed the s ecu r i t y a f fo rded depos i tors s h a l l not be imperiled by any 
such investment , n (General S ta tu t e s of Connecticut, Revision of 1930, 
sec . 3960). 

Res t r i c t i on upon lending permanent cap i t a l to c e r t a i n corpora t ions . 

"No p r i v a t e banker s h a l l lend, d i r e c t l y or i n d i r e c t l y , t o any 
corporat ion of which he i s the legal or equi tab le owner of more than 
twunty-f ive per centum of the issued c a p i t a l s tock, any p a r t of his 
permanent c a p i t a l or c a p i t a l stock or the depos i t s received by him." 
(General S t a tu t e s of Connecticut, Revision of 1930, sec . 3961). 

Location of proper ty upon which loans a re made. 

Al l r e a l proper ty and mortgage loans held by any p r i v a t e banker 
on May 29, 1925, or acquired with c a p i t a l or depos i t s , or to which t i t l e 
has been taken i n connection with the business of the p r i v a t e banker, 
must be located i n the S ta te of Connecticut, or i n c e r t a i n count ies of 
the S ta tes of Rhode I s l and , Massachusetts or New York. (General S ta tu tes 
of Connecticut, Revision of 1930, sec. 3962). 

Real e s t a t e loans p roh ib i t ed i f aggregate amount exceeds 80# of appraised 
value of p roper ty . 

"No p r i v a t e banker s h a l l make a loan, d i r e c t l y or i n d i r e c t l y , 
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"upon the s e c u r i t y of r e a l e s t a t e i f the t o t a l amount of mortgages, 
l i e n s and encumbrances upon such r e a l e s t a t e , including the mortgage 
loan to be made by such p r i v a t e banker, s h a l l , i n the aggregate amount, 
exceed eighty per centum of the appraised value of such r e a l e s t a t e . " 
(General S t a tu t e s of Connecticut, Revision of 1930, sec . 3963). 

Branch or new place of business p roh ib i t ed , but l oca t ion i n same town 
may be changed. 

"No p r i v a t e banker sha l l e s t a b l i s h any branch or open any new 
place of bus iness , provided nothing here in contained s h a l l prevent the 
change of l o c a t i o n of the p lace of business of any p r i v a t e banker wi th in 
the town in which such business i s loca ted , but nothing he re in contained 
s h a l l permit t h e change of loca t ion of such business from one town to 
ano ther . " (General S ta tu tes of Connecticut, Revision of 1930, sec . 3959). 

Pena l t i e s f o r v i o l a t i o n s . 

Any person v i o l a t i n g any of the above provis ions "or of any 
other s t a t u t e concerning the regu la t ion of p r i v a t e bankers or concerning 
persons engaged i n the business of rece iv ing money f o r forwarding or 
t ransmission, s h a l l be f i ned not more than two thousand d o l l a r s or im-
prisoned not more than one year or bo th . " (General S ta tu t e s of Connecti-
cu t , Revision of 1930, sec . 3967). 

P r iva te bankers may incorpora te ; condit ions precedent . 

"Any person, f i rm or unincorporated a s soc ia t ion of persons, 
engaged on May 29, 1925, in the business of p r i v a t e banker ***, may incor -
pora te , f o r the purpose of conducting such bus iness , in the manner pro-
vided by law f o r t he organizat ion of j o i n t s tock corpora t ions , except 
as provided he re in . The by-laws of any p r i v a t e banker incorpora t ing *** 
sha l l be submitted to the bank commissioner f o r approval, and no by-laws 
sha l l be adopted unless the same s h a l l have been approved by him. Any 
such person, f i rm or a s soc ia t ion intending to incorpora te f o r the purpose 
of t r ansac t ing such business s h a l l serve no t i ce upon the commission-
er of h i s i n t e n t i o n to incorpora te , and sha l l f u r n i s h evidence to the 
commissioner t h a t the c a p i t a l stock of such corporat ion to the amount 
of a t l e a s t twenty- f ive thousand do l l a r s s h a l l have beensubscribed f o r , 
wi th c a p i t a l s tock s h a l l not be invested i n s e c u r i t i e s deposi ted with 
the s t a t e t r e a s u r e r i n l i e u of a bond to the s t a t e . " (General S ta tu t e s of 
Connecticut, Revision of 1930, sec. 3964), 

DELAWARE 

Banking business must be conducted under corporate c h a r t e r . 

" I t s h a l l be unlawful to conduct a banking business or the b u s i -
ness of a t r u s t company wi th in t h i s S ta te except under a corporate 
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"char te r v a l i d i n t h i s Sta te au thor iz ing the conduct df such "business 
i n t h i s S t a t e . " (Act approved March 31, 1921, Laws of 1921, sec . 2; 
Banking Laws, 1929, s ec . 2, p . 15). "ITo bank or t r u s t company not a c t -
i v e l y engaged i n business in t h i s Sta te a t the time of the adoption of 
t h i s Act s h a l l open a p lace of business i n t h i s S t a t e without having 
f i r s t secured from the S ta te Baiik Commissioner a c e r t i f i c a t e t ha t i t 
has complied '?ith a l l the requirements of law and tha t i t i s author ized 
to conduct the bus iness s p e c i f i e d t he re in . " (Act approved March 31, 
1921, Laws of 1921, s ec . 3; Banking Laws, 1929, sec . 3, p . 15). 

Forming banking company without incorpora t ion; pena l ty . 

" I t i s unlawful fo r any persons to a s soc ia t e in forming a bank-
ing cosipany without incorpora t ion; and any persons who sha l l rece ive 
subscr ip t ions to the c a p i t a l stock of such company, or sha l l subscr ibe 
f o r shares t he re in , s h a l l f o r f e i t and pay f i ve hundred do l la r s to any-
one '"ho wi l l sue f o r the same; one-half thereof f o r the use of the S t a t e . " 
(Rev. Code of Del . , 1915, sec . 2102; Banking Laws, 1929, sec . 2102, p . 
31.) 

Unauthorized banking operat ions or adver t i s ing ; p e n a l t i e s . 

"If any persons, members, or agents, of such (unincorporated bank-
ing) associat ion, sha l l issue any "bills, or notes, in the nature of 
bank notes, payable to bearer or order, or loan money upon actual or 
accommodation notes, or receive money on deposit , every such person shal l 
f o r f e i t and pay f i v e h%idred dol lars , to be recovered and applied" as 
provided in the p rov is ion l a s t above quoted. (Rev. Code of De l . , 1915, 
sec . 2103; Banking Laws, 1929, sec . 2103, p . 31). "Any person, f i rm, 
or a s s o c i a t i o n of ind iv idua l s * * *, who s h a l l i n any manner represen t 
or hold out him, h e r , themselves or i t s e l f , whether by public a d v e r t i s e -
ment, p lacard , hand b i l l or otherwise, as engaged i n the r ece ip t of de-
p o s i t s of money as a savings fund, bank or t r u s t company or any business 
s u b s t a n t i a l l y s imi la r there to wi th in the boundaries of the S ta t e of 
Delaware, not being author ized under the laws of t h i s Sta te to engage 
i n such business or any business s u b s t a n t i a l l y s imi la r the re to , s h a l l 
be deemed g u i l t y of a misdemeanor, and upon conviction thereof s h a l l be 
f ined in a sum not exceeding two hundred do l l a r s or imprisoned f o r a 
term not exceeding one year , or both , a t the d i s c r e t i o n of the Court." 
(Rev. Code of De l . , 1915, sec . 3507; Banking Laws, 1929, sec . 3507, p . 

DISTRICT 0? COLUMBIA. 

ITo p roh ib i t i on aga ins t "private banking business , and, except f o r taxat ion 
p rov i s ions , no o ther provis ions app l i cab le . 

.The laws of the D i s t r i c t of Columbia do not contain any p rov i -
s ions p r o h i b i t i n g the t ransac t ion of a banking business by a p r i v a t e 
bank; nor do such laws contain any provis ions covering the opera t ion or 
supervis ion of such a bank. The laws, however, do contain p rov i s ions 

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



- 1 9 - X-6812 

de f in ing a p r i v a t e "bank and Subject ing i t to ''a tax of f i ve hundred dol-
l a r s per annum". These provis ions are given below. 

Hate of t axa t ion : "-private bank or "banker" de f ined . 

"Pr iva te banks or bankers not incorporated sha l l pay a tax of : 
f i ve hundred d o l l a r s per annum. Every person, f i rm, company, or asso-
c i a t i o n not incorpora ted having a place of business where c r e d i t s a re 
opened by the deposi t or co l l ec t ion of moneys or currency s u b j e c t , t o be 
pa id or remit ted upon d r a f t , check, or order, or where money i s advanced 
or loaned on s tocks , bonds, bu l l i on , b i l l s of exchange, or promissory 
no tes , or ?here s tocks , bonds, b i l l s of exchange or promissory notes are 
received fo r discount or f o r s a l e , sha l l be regarded as a p r i v a t e bank 
or banker ." (Act of Ju ly 1, 1902, 32 S t a t s . 621, ch. 1352, sec . 5, pa r . 
14; Code of the D i s t r i c t of Columbia, T i t l e 20, sec . 765, p . 255.) 

When tax mast be p a i d . 

"The taxes f o r sa id p r i v a t e banks and bankers, and note brokers 
s h a l l be paid to the co l l ec to r of taxes of the D i s t r i c t of Columbia, -
and s h a l l date from the f i r s t day of Ju ly in each year aaa expi re on the 
t h i r t i e t h day of June fol lowing. Said taxes s h a l l date from the f i r s t 
day of the month in which the l i a b i l i t y begins , and payment s h a l l be 
made f o r a p ropor t iona te amount." (Act of Ju ly 1, 1902, 32 S t a t s . 622, 
ch. 1352, sec . 6, p a r . 17; Code of the D i s t r i c t of Columbia, T i t l e 20, 
sec . 768, p . 253) . 

FLORIDA. 

P r i v a t e banking bus iness -prohibited. 

Under the terms of a s t a t u t e of t h i s Sta te enacted i n 1915, i t 
i s provided t h a t , except f o r persons, f irms or companies which were con-
ducting a p r i v a t e banking business on or before June 4, 1915, "no person, 
f i rm or company s h a l l be allowed to conduct a banking business i n t h i s 
S t a t e without being incorporated under the banking laws of t h i s S t a t e . " 
(Acts of 1915, ch. 6812, sec . 1; Banking laws, 1930, A r t i c l e 14, sec . 
4202, p . 55) . 

Persons, f i rms or companies conducting a p r i v a t e banking b u s i -
ness as of June 4, 1915, could have been permit ted by the Comptroller 
of the S t a t e , up to ITovember 1, 1915, to continue such business i f they 
had a c a p i t a l of $15,000; but i f au tho r i t y to continue i n business had 
not been obtained p r i o r to. ITovember 1, 1915, the laws required tha t a 
rece iver be appointed for such p r i v a t e banks. For p r i v a t e banks vhich 
were author ized to continue in bus iness , the laws provide tha t they 
" s h a l l be governed and cont ro l led by the Banking Laws of t h i s S t a t e , 
i n so f a r as the same may be app l i cab le , as f u l l y and completely as i f 
incorpora ted as a banking company, and sha l l be subjec t to a l l the 
p e n a l t i e s of s a id laws, and to the supervis ion, control and d i r e c t i o n 
of the Comptroller." (Acts of 1915, ch. 6812, s e e s . , 2 , 3 , 4 and 5; 
Banking Laws, 1930, A r t i c l e 14, s ees . 4203,4205 and 4206, pp.55 and 56). 
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m^iA 
ITo prov is ions covering operation except r e s t r i c t i o n s agains t us ing 
c e r t a i n adve r t i s ing or banking terms I" - - • 

"Mo p r i v a t e person, f i rm, or voluntary a s soc ia t ion engaged 
i n the business of banking i n t h i s S ta te not sub jec t to the supervis ion 
of the Superintendent of Banks, and no p r i v a t e corporat ion except a 
bank duly char tered and organized under the laws of t h i s S t a t e or under 
the Acts of Congress" s h a l l make use of any adve r t i s ing importing a cor-
pora t ion or i n d i c a t i n g tha t the business engaged in i s tha t of r e g u l a r -
l y char te red bank. P r iva t e banks are a l so p roh ib i t ed from using the 
words "bank", "banker", "banking company", "banking house", or any other 
s i m i l a r words i n d i c a t i n g tha t the business done i s tha t of a bank, with-
out a l so using therewith the words "p l a in ly wr i t t en or p r i n t e d , so tha t 
the same may be r e a d i l y read, 'P r iva te Bank, 2*ot Incorpora ted ' , and 
every person, f irm, a s soc i a t i on , or p r iva t e corporat ion other than a reg-
u l a r l y char tered bank, adver t i s ing t o rece ive , or r ece iv ing depos i t s , 
s h a l l a t the window or desk a t which such deposi ts are received p lace , 
a conspicuous sign *>ith l e t t e r s not l e ss than one inch i n h e i g h t , upon 
which s h a l l be p r i n t e d the words, ' P r i v a t e Banker, i 'ot Incorpora ted ' 
P r i va t e bankers engaged i n business a t the time of the passage of the 
a c t containing these provis ions (August 16, 1919) are not r equ i red to 
change the names i n use by them and "may continue to use , without f u r -
ther q u a l i f i c a t i o n or r e s t r i c t i o n , the word 'Banker' or 'Bankers ' , "here 
the use of t h e i r names conveys unmistakably tha t they are not incorpor-
a t e d . " (Banking Law Pamphlet, with amendments to August 26, 1925, 
A r t i c l e 1, sec . 4, pp. 3 and 4 . ) A v io l a t i on of these p rov is ions con-
s t i t u t e s a misdemeanor. (Banking Law Pamphlet, with amendments to 
August 26, 1925, A r t i c l e 20, sec . 35, p . 95) . 

P r i v a t e bank may be converted in to a bank. 

The laws of t h i s Sta te a l so contain provis ions permit t ing a 
p r i v a t e bank to convert in to a bank upon complying with the laws 
covering the incorpora t ion of banks. (Banking Law Pamphlet, with 
amendments to August 26, 1925, A r t i c l e 11, sees . 1 to 3 i n c l u s i v e , 
pp. 47 and 48 . ) 

IDAHO 

Pr iva t e banking -prohibited: but ce r t a in p r iva t e bankers ma.v continue 
i n bus iness . 

The laws of t h i s S ta te provide tha t " i t s h a l l be unlawful f o r 
any corporat ion, p a r t n e r s h i p , f i rm or indiv idual to engage i n or t r a n s -
ac t a banking or banking and t r u s t business within th i s s t a t e except by 
means of a corpora t ion duly organized f o r such purpose, except t h a t any 
i nd iv idua l , co -par tne r sh ip or unincorporated a s soc ia t ion a c t u a l l y t r ans -
ac t ing a banking or banking and t r u s t business as here in def ined wi thin 
t h i s s t a t e on the da te th i s ac t becomes e f f e c t i v e , may continue i n such 
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"business a t the p laces where tl>ey are then loca ted , under and subjeet 
to the provis ions of t h i s act t• ' (Banking Laws, 1925, sec . 2, p . 5; 
Idaho Bankifig Code, 1925, ch; 133 i sec. 2 . ) The word "bank", as used 
i n these laws, " sha l l be construed to include any Ind iv idua l , co -pa r t -
nership , or unincorporated a s soc ia t ion engaged i n the banking business 
as here in defined.1 1 (Banking Laws, 1925, sec, 2, p . 5; Idaho Banking 
Code, 1925, ch. 133, sec . 2) . 

De f in i t i on of banking bus iness . 

"The s o l i c i t i n g , rece iv ing or accept ing of money or i t s equiva-
len t on deposi t as a regular business sha l l be deemed to be doing a 
banking bus iness , whether such deposi t i s made subject to check, or i s 
evidenced by a c e r t i f i c a t e of depos i t , a passbook, a no te , a r e c e i p t , 
or other w r i t i n g ; Provided . tha t nothing he re in sha l l apply to or i n -
clude money or i t s equivalent l e f t i n escrow or l e f t wi th the agent 
pending investment i n r e a l e s t a t e or s e c u r i t i e s f o r or on account of 
h i s p r i n c i p a l . (Banking Laws, 1925, sec . 2, p . 5; Idaho Banking Code, 
1925, ch. 133, sec . 2 . ) 

Banking business must be authorized by law; pena l ty . 

" I t s h a l l be unlawful f o r any ind iv idua l , copar tnersh ip , a s soc i -
a t i on , f i rm or corpora t ion to receive money upon deposi t or t r ansac t any 
other form of banking business except as authorized by t h i s a c t . Any 
person v i o l a t i n g any provis ion of t h i s s ec t ion , e i t he r i nd iv idua l l y or 
as an i n t e r e s t e d pa r ty i n any co-par tnersh ip , a s soc i a t i on , f i rm or cor-
pora t ion , s h a l l be g u i l t y of a misdemeanor and upon convic t ion thereof 
sha l l be f i n e d i n the sum of not l e s s than $300 nor more than $1,000, 
or by imprisonment i n the county j a i l not l e s s than t h i r t y days nor 
more than one yea r , or by both f i n e arid imprisonment." (Banking Laws, 
1925, sec. 102, p . 47; Idaho Banking Code, 1925, ch. 133, sec. 102). 

Advert is ing banking business not authorized by law; pena l ty . 

"Any person, f i rm, or corpora t ion , other than a na t iona l bank, 
not author ised to do a banking or t r u s t business under t h i s a c t , t ha t 
uses or adve r t i s e s as p a r t of h i s or i t s f i rm or corporate name the 
word 'bank ' , ' b a n k e r ' , ' t r u s t company', ' savings bank ' , or any other 
word or words of s imi la r import, i s g u i l t y of a f e lony . Provided, however, 
t h i s sec t ion s h a l l not apply to t i t l e or t r u s t companies incorporated under 
Chapter 194 of the Idaho Compiled S t a tu t e s 1919, nor to any company which 
p r i o r to the passage of t h i s act has l awfu l ly assumed and used as a pa r t 
of i t s name the word ' t r u s t . ' or ' t r u s t c o m p a n y ' ( B a n k i n g Laws, 1925, 
sec. 103, p . 47; Idaho Banking Code, 1925, ch. 133, sec . 103.) 

ILLINOIS 

Banking business forb idden to na tu ra l persons , f i rms or p a r t n e r s h i p s . 

"After January 1, 1921 no na tu ra l person or na tu r a l persons , 
f i rm or pa r tne r sh ip s h a l l t r a n s a c t the business of banking or the b u s i -
ness of r ece iv ing money upon depos i t , or s h a l l use the word 'Bank' or 
'Banker' i n connection with sa id bus iness ; provided, tha t nothing here in 
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contained s h a l l "be construed to p roh ib i t tanks Incorporated, under the 
laws of t h i s S ta t e or of the United S ta tes from appoint ing na tu r a l pe r -
sons as agents to rece ive depos i t s of savings i n and through the publ ic 
schools.11 (Act of June 4, 1929, sec . 15&; Laws of 1929, sec , 15s $ P* 
188, made e f f e c t i v e by popular vote as of December 2, 1930.) 

Penalty f o r v i o l a t i o n . 

"Any person or persons v i o l a t i n g t h i s sec t ion s h a l l be deemed 
g u i l t y of a misdemeanor and s h a l l , upon convict ion t h e r e o f , be punished 
by a f i n e of not more than one thousand d o l l a r s ($1,000) or by imprison-
ment in the county j a i l f o r not more than one (1) year , or by both such 
f i n e and imprisonment, and the Attorney General or S t a t e ' s a t to rney of 
the county i n which any such v i o l a t i o n occurs may r e s t r a i n such v i o l a -
t i o n by a b i l l i n equi ty to be f i l e d i n the Circui t Court of such county." 
(Act of June 4, 1929, sec. 15^; Laws of 1929, sec . 15&, p . 188, made 
e f f e c t i v e by popular vote as of December 2, 1930.) 

(Note,: — Sec. 15& of the I l l i n o i s Laws of 1929, as i t appeared 
i n the laws of 1919, p . 235, p rohib i ted the t r ansac t ing of the business 
of t r ansmi t t ing money to fo re ign countr ies and buying and s e l l i n g fo re ign 
money or r ece iv ing money on deposi t to be t ransmit ted to f o r e i g n countr ies 
(express, steamship and te legraph companies excepted). 

The Supreme Court of I l l i n o i s in the case of Wedesweiler v s . 
Brundage, 297 111. 228, 130 U.B. 520, (April 5, 1921) held tha t these 
r e s t r i c t i o n s rendered the sec t ion uncons t i t u t i ona l on the grounds tha t i t 
embraced a sub jec t not mentioned i n the t i t l e of the a c t , t h a t i t granted 
a spec ia l p r i v i l e g e i n v i o l a t i o n of sec. 22 of Ar t . IV of the I l l i n o i s 
Cons t i tu t ion , t h a t i t deprived the Appellees of the r i g h t to continue 
the business i n which they were engaged without due process of law, and 
tha t i t deprived them of equal p ro t ec t i on of the laws i n v i o l a t i o n of Sec. 
2, Ar t . I I of the S t a t e Const i tu t ion and of Sec. 1 of the 14th Amendment 
to the Federal Cons t i tu t ion . The court f u r t h e r held t h a t , i n the absence 
of a s t a t u t e , the r i g h t of an individual to engage in the banking business 
i n a l l or any of i t s departments i s u n r e s t r i c t e d , but t h a t the business i s 
of a publ ic charac te r and i s proper ly subject to s t a t u t o r y regu la t ions f o r 
the p ro t ec t i on of the pub l i c ; and, tha t an ind iv idua l i s not engaged i n 
the banking business because he does some of the th ings which a re f r e q u e n t -
ly or usua l ly done by banks, such as loaning money and taking bonds and 
mortgages t h e r e f o r and i n t r ansmi t t ing money to fo re ign count r ies or buying 
and s e l l i n g f o r e i g n exchange. This case i s c i t ed f o r the purpose of showing 
tha t the scope of the present sec t ion appears to be somewhat l i m i t e d . ) 

IMDIAHA 

Pr iva t e banks must be authorized to t r ansac t banking bus iness . 

" I t s h a l l be unlawful f o r any ind iv idua l , (or) f i rm *** to 
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h e r e a f t e r engage in a "banking business a f t e r the enactment of t h i s act 
(1915) without f i r s t r ece iv ing from the (S ta te ) char te r board the ap-
proval of t h e i r app l i ca t ion When in the judgment of sa id char te r 
board i t i s advisable to mate a personal inves t iga t ion as to the need 
and neces s i t y of e s t a b l i s h i n g (a) * * * p r i v a t e bank, * * * , then the 
board may appoint some person to make a thorough inves t i ga t i on , and 
sa id person sha l l make a wr i t t en repor t of h i s f ind ings and f i l e same 
with the char te r board; *** " . (Acts of 1915, sec. 3, p . 550; Banking 
Laws, 1929, sec. 3, p . 77.) 

Penal ty f o r v i o l a t i o n of above •provision. 

"Any person v i o l a t i n g the provision of t h i s (above quoted) sec-
t ion e i t he r i nd iv idua l ly or as an i n t e r e s t (ed) pa r t y , s h a l l be g u i l t y 
of a misdemeanor, and upon convict ion the reof" , s h a l l be sub jec t to 
c e r t a i n p re sc r ibed p e n a l t i e s . (Acts of 1915, sec. 3, p . 550; Banking 
Laws, 1929, sec . 3, p . 77) . 
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Thfe Act of 1907, provides "That every partnership, firm or in-
dividual transacting a "banking "business within th is s ta te , or us ing the 
word bank, "banker, or "banking in connection with hi6 or i t s "business, 
s h a l l be subject to the provisions of this act." (Acts of 1907, sec . 1, 
p. 174; Banking laws, 1929, sec . 1, p . 43.) 

Capital required: investment of: segregation of 

"It shal l be unlawful for any partnership, firm or individual to 
transact a banking business in this s ta te , or to advertise as a banker 
unless said partnership, firm or individual has a t l e*s t ten thousand 
($10,000) dol lars of cash capital invested in wel l secured notes i n s tate 
or municipal bonds, or in bank building, furniture or f ix tures , and shall 
be se t apart for the security of the creditors of said bank; * * 
(Acts of 1907, p . 174, sec . 2; Banking Laws, 1929, sec . 2, p. 43.) 

Real e s t a t e investments; restr ict ions upon and conditions regarding. 

" * * * not more than one- th i rd of the c a p i t a l * * * f i xed in the 
d e t a i l e d statement of such pa r tne r sh ip , f i rm, or indiv idual s h a l l be i n -
vested in r ea l e s t a t e : * * I f any pa r t i s invested i n r e a l e s t a t e , 
the r e a l e s t a t e mast be conveyed to the p r iva t e bank i n i t s own name by 
a deed signed and acknowledged by the members of the bank and t h e i r ? 
wives. The deed must give a descr ip t ion of the r ea l e s t a t e and i t s 
va lue , must convey a good fee simple t i t l e , sha l l be recorded in the 
r eco rde r ' s o f f i c e of the county where the land i s located and "a copy 
thereof f i l e d with the bank commissioner; Provided, That no p a r t of the 
c a p i t a l , surplus or undivided p r o f i t s of said bank, except as a fo re sa id , 
may be invested i n r e a l e s t a t e except i t be taken in set t lement of a 
doubtful claim, or purchased a t j u d i c i a l s a l e on a Judgment or a decree 
of fo rec losure in favor of sa id bank; and when so taken, i t must be by 
deed made to such; and the president and cashier of such bank are hereby 
empowered and author ized to execute good and s u f f i c i e n t deed or deeds 
t h e r e f o r , in the name of such bank, upon proper order made t h e r e f o r by 
the board of directors of such bank. All mortgages held by or to secure 
money loaned by the bank ehe^l be s a t i s f i e d of record upon the payment 
thereof, by a release or sa t i s fac t ion of mortgage executed in the name 
of the bank by i t s president, v ice president or cashier," (Acts of 1907, 
P" 1? 4» sec. 2; Banking laws, 1929, sec . 2, pp. 43 and 44. ) 

Increase or decrease of capital storfr. 

The c a p i t a l s tock of any p r iva t e banker may be increased by an 
agreement in wr i t ing signed by the pa r tne r s or owners holding two th i rds 
of the cap i t a l s tock and "paying i n t o the bank in money the amount of the 
inc rease . This amount and a c e r t i f i c a t e by the cashier or manager of 
the bank of i t s payment, s h a l l , wi thin f ive days t h e r e a f t e r , be f i l e d 
with the bank commissioner. The cap i t a l s tock may be decreased but a t 
no time below $10,000, upon a wr i t t en p e t i t i o n of the par tners or owners 
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holding two- th i rds of the c a p i t a l stock to the bank commissioner. The 
hank commissioner, a f t e r an ex&itiija&lion df the bank may approve or r e -
fu se the reduct ion . If approved, ' tha t f a c t must toe indorsed upon the 
p e t i t i o n , and no t i ce of such reduction mast immediately be publ ished 
f o r t h i r t y days in some newspaper published in the town where the bank 
i s loca ted , o r , i f no newspaper i s published in the town, then in one 
publ ished a t the county s ea t . (Acts of 1907, p . 174, sec. 2; Banking 
Laws, 1929, sec . 2, p . 44). 

Statement requ i red to be f i l e d . 

Every p r i v a t e banker i s required to f i l e with the bank commission-
er a d e t a i l e d sworn statement o f ; 

F i r s t . The name of the bank. 

Second. A copy of the a r t i c l e s of copartnership or agreement un-
der which the bus iness i s being, or i s to be conducted, which sha l l be 
executed and acknowledged by a l l the par t ies i n t e r e s t ed in the bank, and 
a t l e a s t one of whom sha l l be a r es iden t of the S ta t e of Indiana. If a 
bank business i s being or i s to be t ransac ted or ca r r i ed on by an in -
dividual , such individual mast be a r es iden t of the S ta t e of Indiana, 
and the statement mast so show. 

Third. The county and c i t y or town in which the bank i s to be 
loca ted , and the bus iness ca r r i ed on. 

Fourth. The amount of the c a p i t a l pa id into the bus iness and to 
be kept and maintained a t a l l times in the bus iness . 

F i f t h . That the aggregate r e s p o n s i b i l i t y and net worth of the 
individual members of such f i rm, pa r tne r sh ip or individual i s equal to 
an amount a t l e a s t double the amount of the c a p i t a l pa id in to the bank. 

Sixth . The names of the o f f i c e r s who are to manage the business . 
(Acts of 1907, p . 174, sec. 3; Banking Laws, 1929, sec. 3, p . 44). 

C e r t i f i c a t e s of stock must be issued to indiv iduals forming bank and deemed 
c a p i t a l s tock. ' ' •'' ' • ' - • : ' ' • " 

Each p r i v a t e bank s h a l l i ssue c e r t i f i c a t e s of s tock to the individual 
or ind iv idua ls forming the bank " in an amount equal to the c a p i t a l of said 
bank, which c e r t i f i c a t e s of s tock s h a l l be deemed and considered the cap i t a l 
s tock of such bank, •*, * * " . (Acts of 1907, p . 174, sec. 4; Banking Laws, 
1929, sec. 4 , p . 45 . ) 

C e r t i f i c a t e from bank commissioner to t r ansac t banking bus iness ; when 
issued; f e e requ i red . " ' ~ : - : ' ' ' 

Af te r the f i l i n g of the statement r e f e r r e d to above and the 
"payment to the bank commissioner (o f ) a f e e of one- tenth of 1 per cent, 
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of sudh cap i t a l atotiki and the f i i l f i g H t h the "bank commissioner, (of ) 
the oath of some member of the pa r tne r sh ip , f i rm or ind iv idua l , tha t the 
c a p i t a l has been pa id i n as provided f o r and | n compliance * * * (vrith) 
t h i s a c t , then the bank commissioner s h a l l , without u n n e c e s s a r y delay, 
i s sue to such p a r t n e r s h i p , f i rm or ind iv idua l , a c e r t i f i c a t e author iz ing 
such p a r t n e r s h i p , f i rm or ind iv idua l to t r ansac t a banking bus ines s . " 
(Acts of 1907, p . 174; sec . 5; Banking Laws, 1929, sec . 5 , p . 45 . ) 

L i s t of owners must be posted and changes mast be repor ted to bank 
commissioner. 

A l i s t of the owners of any p r i v a t e bank, and a statement to 
the e f f e c t tha t the i n s t i t u t i o n i s a p r iva t e bank, must be posted i n 
the room of every such bank. Any subsequent changes i n the owners 
must be shown on the l i s t and a r epor t of a l l such changes must be made 
to the bank commissioner. (Acts of 1907, p . 174, sec . 6; Banking Laws, 
1929, sec . 6, p . 45 . ) 

Report showing resources and l i a b i l i t i e s mist be made to bank COB** 
missioner ; number requi red and contents o f . 

Every p r i v a t e banker " sha l l make to the bank commissioner two 
r epo r t s during each and every year , according to the form which may be 
p resc r ibed by him, v e r i f i e d by the oath or a f f i r m a t i o n of the p r e s i d e n t , 
cashier or other managing agent of such bank, which repor t s h a l l ex-
h i b i t i n d e t a i l the resources and l i a b i l i t i e s of the bank a t the c lose 
of bus iness on any p a s t day to be by him s p e c i f i e d ; * * * "• These r e -
po r t s must be ma.de wi th in f i v e days a f t e r they have been ca l l ed for by 
the bank commissioner and a v e r i f i e d copy mist be publ ished i n a .news-
paper . (Acts of 1907, p . 174, s ec . 7; Banking Laws, 1929, s e c . 7, p . 
46 . ) 

Commissioner may c a l l f o r spec ia l r e p o r t s . 

The commissioner i s empowered to c a l l f o r spec ia l r e p o r t s "when-
ever , i n h i s Judgment, the same s h a l l be necessary, i n order to a r r i v e 
a t a f u l l and complete knowledge of i t s ( the p r i v a t e bank 's) condi t ion" . 
(Acts of 1907, p . 174, sec . 7; Banking Laws, 1929, s e c . 7, p . 46 . ) 

Capital s tock, surplus and undivided p r o f i t s mast be given as i t ems . 

Each p r i v a t e bank " in making any statement of the l i a b i l i t i e s 
and a s s e t s of s a id bank, s h a l l give the amount of i t s c a p i t a l s t ock , 
i t s surp lus and undivided p r o f i t s as i tems t h e r e o f . " (Acts of 1907, 
p . 174, sec . 4; Banking Laws, 1927, sec . 4 , p , 45 ) . "In no r e p o r t s 
f i l e d * * * s h a l l r e a l or personal proper ty of an indiv idual or i n d i -
v idua l s owning s a id bank, except the t i t l e i s in the bank, be p e r -
mi t ted as an a s s e t . " (Acts of 1907, p . 174, sec . 7; Banking Laws, 
1929, sec . 7, p . 4 6 . ) 
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Pena l ty for...fai lvtoe..tqJy&laMA,..MlUlSUteiish repor t s of condi t ion. 

Any p r i v a t e "bank f a i l i n g to make and publ i sh any r epor t of con-
d i t i o n within f i v e days a f t e r d request i s made t he r e fo r i s sub jec t to 
a pena l ty of not l e s s than one hundred dollars nor more than f i v e hun-
dred d o l l a r s . (Acts of 1907, p. 174, sec . 7; Banking Laws, 192$, sec . 
7, p . 46) . 

Addi t ional p e n a l t i e s prescr ibed fo r v i o l a t i o n s . 

"Any person, f i rm or copartnership v i o l a t i n g any of the p r o -
v i s ions of t h i s (1907) a c t sha l l he f ined in any sum not exceeding one 
thousand d o l l a r s , to which may be added fo r the second offense imprison-
ment f o r any term not exceeding two yea r s . " (Acts of 1907, p . 174, sec . 
9; Banking LaWs, 1929, sec . 9, p . 46 . ) 

Proper ty held i n t r u s t . 

I f p roper ty i s held in t r u s t by a p r i v a t e banker, complete i n -
formation regarding the t r u s t must be se t f o r t h in an instrument which 
must be recorded i n t he r eco rde r ' s o f f i c e of the county i n '"hich the 
p r i v a t e bank i s loca ted and the instrument together with a c e r t i f i c a t e 
showing tha t i t has been recorded must be f i l e d with the bank commis-
s i o n e r . I f the instrument is. not recorded and f i l ed ,* the p roper ty held 
i n t r u s t " sha l l be considered a p a r t of the a s s e t s " of the p r i v a t e bank 
i n case the a f f a i r s of the bank a re wound up and the "remaining a s s e t s 
a r e not s u f f i c i e n t to pay i n f u l l the bona f i d e claims of a l l depos i to r s . " 
(Acts of 1907. p . 174, sec . 10; Banking Laws, 1929, sec . 10, p . 47 ) 

Depositors have l i e n on a s s e t s . 

The depos i to r s i n any p r i v a t e bank " s h a l l have a f i r s t l i e n on 
the a s se t s of such bank in case i t i s wound up, to the amount of t h e i r 
s eve ra l depos i t s . And f o r any balance remaining unpaid, such depos i to rs 
s h a l l share i n the general a s s e t s of the owner or owners, a l i k e , with, 
general c r e d i t o r s . " (Acts of 1907, p . 174, sec . 11; Banking laws, 1929, 
sec . 11, p. 47 ) 

P r i v a t e banks may sue and be sued; serv ice of process ; e f f e c t of judgments. 

Any p r i v a t e banker " sha l l have the r i gh t to sue, and be sued, un-
der the name under which such bank i s authorized to t r ansac t i t s bus iness . 
Service of summons or other process of court upon the o f f i c e r or agent 
i n charge of the business of such bank shal l be good and s u f f i c i e n t s e r -
vice to give the court jur isd ic t ion , and any judgment obtained against 
su<£i bank sha l l be v a l i d and binding against a l l the persons interested 
therein." (Acts of 1907, p . 174, sec . 12; Banking Laws, 1929, sec . 12, 
?• 47 . ) 
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loans to o f f i c e r s r e s t r i c t e d . 

No p r i v a t e banker nor any of i t s o f f i c e r s " s h a l l loan any of 
the funds of sa id bank in any amount exceeding t h i r t y (30) per cent 
of the c a p i t a l s tock of sa id bank to any o f f i c e r or o f f i c e r s the re -
of" . (Acts of 1907, p . 174, sec. 13; Banking Laws, 1929, sec. 13, 
p . 48.) 

Branch o f f i c e s p roh ib i t ed . 

I t i s unlawful f o r any p r i v a t e banker "to open, or e s t a b l i s h a 
branch bank or branch o f f i c e : Provided, That the provis ions of t h i s 
sect ion s h a l l not apply to branch banks or branch o f f i c e s f o r which 
cha r t e r s have h e r e t o f o r e been granted." (Acts of 1921, p . 367, sec. 
1; Banking Laws, 1929, p . 139.) 

Trust -powers may ~oe executed. 

P r i v a t e banks may "accept and execute t r u s t s of any and every 
descr ip t ion which may be committed or t r a n s f e r r e d to them, under the 
same r u l e s and r egu la t ions as now govern l i k e powers in loan and t r u s t 
companies." (Acts of 1915, p . 310; Banking Laws, 1929, p . 81.) 

Examinations: number and Character o f . 

The a f f a i r s of every p r i v a t e bank sha l l be examined by one of 
the examiners appointed by the bank commissioner "as o f t e n as sha l l be 
deemed necessary" , and a thorough examination into a l l the a f f a i r s of 
the bank i s requ i red . The examiner may examine under oath any of the bank ' s 
O f f i c e r s and agents , has the power to administer oaths to such o f f i c e r s 
and agents , and must make a de t a i l ed repor t of the condi t ion of the 
bank to the bank commissioner. Each bank i s charged a f e e f o r such 
examinations according to the amount of i t s a s s e t s . (Acts of 1911, p , 
30, sec. 2, as amended by Acts of 1921, p . 816 and by Acts of 1929, p , 
495; Banking Laws, 1929, sec. 2 , pp. 83-85) 

Insolvent or f a i l i n g condi t ion: r ece ive r may be appointed; du t i e s of 
examiner and bank commissioner. 

If a p r i v a t e bank i s in an insolvent or f a i l i n g condi t ion , 
or if the a s s e t s a re being wasted or improperly used, a t the time the 
S ta t e bank examiner makes an examination, the examiner is requ i red im-
mediately to n o t i f y the bank commissioner. I f the commissioner then 
deems i t "necessary and expedient" he may d i r ec t the examiner or some 
other person to take charge and control of the p r i v a t e bank; and the 
commissioner s h a l l , i f he f i n d s i t to be to the bes t i n t e r e s t s of the 
depos i to r s and c r e d i t o r s of the bank, make appl ica t ion to the c i r c u i t 
or superior court of the county where the bank i s s i t u a t e d f o r the ap-
pointment of a r ece ive r f o r i t . Notice of such app l i ca t ion sha l l be 
given to the s tockholders and deposi tors of the bank by pub l i ca t ion as 
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di rec ted by the cour t . I f ally p^ivat# bank becomes in a f a i l i n g or in-
solvent condit ion or f a i l s or suspends between per iods of examination, 
i t sha l l be the duty of i t s o f f i c e r s immediately to n o t i f y the commis-
sioner of such condit ion, f a i l u r e or suspension, and the commissioner 
sha l l thereupon appoint some proper person to take charge of i t s a s s e t s , 
pending app l i ca t ion f o r and the appointment of a r ece ive r . Any of 
the o f f i c e r s f a i l i n g to so repor t the suspension or f a i l u r e of h i s bank 
sha l l be deemed g u i l t y of a misdemeanor and on convict ion may be f i n e d 
not l e s s than one hundred d o l l a r s nor more than f i v e hundred d o l l a r s . 
The person appointed to take charge of the a s se t s of any p r i v a t e bank 
sha l l rece ive reasonable compensation to be recommended by the bank com-
missioner and allowed him by the court having j u r i s d i c t i o n over the 
r ece ive r , and immediately pa id out of the a s se t s be fore any d i s t r i b u -
t ion thereof i s made. (Acts of 1911, p . 30, sec. 2, as amended by Acts 
of 1921, p . 816, and by Acts of 1929, p . 495; Banking Laws, 1929, sec. 
2, pp. 83-85). 

Fa i lu re of bank commissioner to discharge du t ies with r e f e r e n c e 
to f a i l i n g or insolvent -private banks, 

I f the bank commissioner f a i l s , neg lec t s or r e f u s e s f o r 
f i f t e e n days to discharge any duty imposed upon him with r e fe rence to 
f a i l i n g or insolvent p r i v a t e banks, the deposi tors and c r e d i t o r s 
represen t ing 25 per cent of the t o t a l deposi ts and o b l i g a t i o n s , ex-
cept stock l i a b i l i t y , have the r i g h t to p e t i t i o n the Attorney General 
who sha l l thereupon perform the du t i es of the bank commissioner in 
the p a r t i c u l a r case and apply f o r a r ece ive r . (Acts of 1911, p . 30, 
sec. 2, as amended by Acts of 1921, p , 816, and by Acts of 1929, p . 
495; Banking Laws, 1929, sec. 2, p . 85.) 

Voluntary l i q u i d a t i o n ; commissioner may P e t i t i o n f o r r e c e i v e r . 

When a p r i v a t e bank has been in voluntary l i q u i d a t i o n f o r eigh-
teen or more months, the bank commissioner may p e t i t i o n the court f o r 
the appointment of a rece iver if he considers tha t the a f f a i r s a re not 
being administered to the bes t i n t e r e s t s of the deposi tors and s tock-
holders,. Upon the appointment of the r e c e i v e r , he " s h a l l take charge 
and proceed to administer and terminate the a f f a i r s of the i n s t i t u t i o n . " 
(Acts of 1915, p . 546, sec. 1; Banking Laws, 1929, p . 82)• 

Fa i lu re to pay examination f e e a lso cause f o r appointment of r e c e i v e r . 

A f a i l u r e to pay any examination f e e i s a lso cause f o r the 
appointment of a rece iver of a p r i v a t e bank. (Acts of 1911, p . 30, sec. 2, 
as amended by Acts of 1921, p . 816, and Acts of 1929, t>. 495; Banking Laws, 
1929, sec . 2, p . 85) 

Owners may s tay or abate appointment of r ece ive r . 
» 

Upon the f i l i n g of a bond before the court which appointed a 
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rece iver f o r a p r i v a t e bank, or "before which the commissioner's ap-
p l i c a t i o n f o r the appointment of a rece iver i s pending, the owners 
of a p r i v a t e t ank may abate or s tay the appointment of a r e c e i v e r . 
(Acts of 1907, p . 174, sec. 14; Banking Laws, 1929, sec. 14, p . 48. ) 

Voluntary l i q u i d a t i o n . 

The laws of t h i s s t a t e contain provis ions ou t l i n ing the pro-
cedure and the condi t ions under which a p r i v a t e hank may go i n t o v o l -

, untary l i q u i d a t i o n . (Acts of 1907, p . 174, sec . 15; Banking Laws, 
1929, sec . 15, p . 48 . ) 

Reports and examination of p r i v a t e banks i n voluntary l i q u i d a t i o n . 

P r i v a t e banks i n voluntary l i q u i d a t i o n a re subjec t to the 
same examinations and must, a t the d i s c r e t i o n of the bank commissioner, 
make the same r epo r t s as solvent p r i v a t e bankers. (Acts of 1911, p . 
30, sec . 2, as amended by Acts of 1921, p . 816, and Acts of 1929, p . 
495; Banking Laws, 1929, sec . 2, p . 85.) 

Taxation of p r i v a t e banks. 

There are a l so provis ions covering the t axa t ion of membership 
shares or c e r t i f i c a t e s of s tock of p r i v a t e banks. (Acts of 1919, p . 
198; Banking Laws, 1929, pp. 101-108.) 
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ITo prov is ions covering operat ion except r e s t r i c t i o n s on the use of 
c e r t a i n adve r t i s ing or banking terms. 

The laws of t h i s Sta te provide tha t " I t s h a l l be unlawful for 
any ind iv idua l , p a r t n e r s h i p , or unincorporated a s soc ia t ion * * * not 
subjec t to superv is ion or examination of the "banking department" to 
make use of the words " tank", " tanking", "tanker" or any de r iva t i ve of 
the word " tanking" , or to make use of any s ign or adver t i s ing i n d i c a t -
ing tha t the p lace of business or the business ca r r i ed on i s t ha t of a 
bank. (Banking Laws, 1929, ch. 412, sec . 9151.) I t i s a l so provided 
tha t a v i o l a t i o n of these provis ions c o n s t i t u t e s a misdemeanor (Bank-
ing Laws, 1929, ch. 412, sec . 9152); but tha t ne i t he r the p e n a l t i e s p r e -
sc r ibed f o r the commission of t h i s misdemeanor nor the above r e s t r i c -
t i on on the use of c e r t a i n adve r t i s ing or banking terms " sha l l be con-
s t r u e d as a f f e c t i n g or i n any wise i n t e r f e r i n g with any p r i v a t e bank 
or p r i v a t e banker t ha t may be engaged i n lawful business previous to 
Apr i l 16, 1919." (Banking Laws, 1929, ch. 412, sec . 9153). An ad-
d i t i o n a l pena l ty i s p resc r ibed i n case "any * * * p r i v a t e banker, or 
person, not incorpora ted under the provis ions" of law covering savings 
banks," or any o f f i c e r , agent , se rvan t , or employee thereof" adve r t i s e s 
or exh ib i t s any s ign as a savings bank. (Banking Laws, 1929, ch. 413, 
sec . 9200 ) . The laws a lso requ i re corporations organized under the 
general incorpora t ion laws to t r ansac t a banking business to have the 
word "State" as a p a r t of t h e i r t i t l e s , but these laws s p e c i f i c a l l y 
deny the r i g h t to use t h i s word as a p a r t of i t s t i t l e to any "pa r tne r -
sh ip , i nd iv idua l , or unincorporated assoc ia t ion engaged in buying or 
s e l l i n g exchange, rece iv ing depos i t s , discounting notes and b i l l s , or 
other banking bus ines s , " (Banking Laws, 1929, ch. 414, sees . 9202 
and 9203.) 

KANSAS 

Corporate char te r requi red to engage in banking bus iness . 

"From' and a f t e r the passage and taking e f f e c t of t h i s a c t , i t 
sha l l be unlawful f o r an ind iv idua l , f i rm or assoc ia t ion to engage in 
the banking business in the S ta te of Kansas without f i r s t making ap-
p l i c a t i o n to and rece iv ing a corporate char te r t he r e fo r from the S ta te 
char te r board, and procur ing a c e r t i f i c a t e to t r ansac t such business 
from the bank commissioner, as provided by law; Provided, That t h i s 
ac t sha l l not apply to any ind iv idua l , f i rm or assoc ia t ion now engaged 
in the t r ansac t ion of banking business in the Sta te of Kansas as a 
p r i v a t e bank." (Laws of 1929, ch. 90, sec. 1; Banking Laws, 1929, sec. 
95, p . 29). P r i v a t e bankers engaged in business a t the time of the 
enactment of the above "provision of law " sha l l be amenable to a l l the 
provis ions" of the so -ca l l ed bank ac t , (Laws of 1897, ch. 47, sec. 36, 
as amended by Laws of 1907, ch. 64, sec. 1; Revised S t a tu t e s of Kansas, 
1923, sec, 9-138; Banking Laws, 1929, sec. 36, p . 14 . ) 
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P r i v a t e banking business expressly p roh ib i t ed . 

The laws of t h i s S ta te provide 11 That i t s h a l l be unlaw-
f u l fo r any person or persons, e i t he r as ind iv idua ls or co -pa r t -
ners , to engage in or conduct the business of p r i v a t e banking in 
t h i s Commonwealth." (Acts of 1906, Ch. 44, p. 278, sec. 1; 
C a r r o l l ' s Ky. S t a t s . , 1930, sec. 602a-1 ) . 

Pena l ty f o r t r a n s a c t i n g p r i v a t e banking bus iness . 

"Any person or persons who sha l l engage in such bus iness 
a f t e r t h i s law sha l l become e f f e c t i v e sha l l be deemed g u i l t y of a 
misdemeanor, and, upon convic t ion, sha l l be f i n e d not l e s s than 
twenty nor more than f i f t y d o l l a r s f o r each day he or they s h a l l 
be engaged in sa id bus iness ; a f t e r April 15, 1906, to be recovered 
under indictment in the c i r c u i t court of the country where the 
o f f ense sha l l be committed.." (Acts of 1906, ch. 44, p . 278, 
sec. 2; C a r r o l l ' s Ky. S t a t s . , 1930, sec. 602a-2 ) . 

P r i v a t e banking provis ions repealed; incorporat ion requ i red . 

"Sect ions 599, 600, 601 and 602, Kentucky S t a t u t e s , r e -
l a t i n g to p r i v a t e banking a r e hereby repealed, and persons here-
a f t e r conducting or engaging in the banking business in t h i s Com-
monwealth a re requ i red to become incorporated as now provided by 
law." (Acts of 1906, ch. 44, p. 278, sec. 3; C a r r o l l ' s Ky. 
S t a t s . , 1930, sec. 602a-3 ) . 
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LOUISIANA. 

P r iva t e "banking of doubtful l e g a l i t y . 

Sect ion 275 of the Revised S ta tu tes of Louisiana (Act 166 
of 1855) provides t h a t -

"Any person or a s soc ia t ion of persons , or corpora t ion 
formed i n compliance with the fol lowing p rov i s ions , may 
t r ansac t the business of banking i n t h i s s t a t e , and e s -
t a b l i s h o f f i c e s of d iscount , depos i t s , and c i r c u l a t i o n 
f o r t ha t purpose, upon the terms and condi t ions , and 
subjec t to a l l the l i a b i l i t i e s and p e n a l t i e s he r e in de-
sc r ibed . " 

Sect ion 1 of Act 179 of 1902, as amended by Act 140 of 1906, 
(Banking Law Pamphlet, 1928, sec . 1, p . 4) provides -

"*** t h a t t h e business of banking sha l l be c a r r i e d on 
only by such incorporated assoc ia t ions as s h a l l have been 
organized under the laws of t h i s s t a t e , and of the United 
S t a t e s , by indiv idual c i t i z e n s of the s t a t e and by f i rms 
domiciled i n the s t a t e where a c t i v e members s h a l l be c i t i -
zens of t h i s s t a t e , provided tha t no p r i v a t e banker or 
other person or persons not incorporated under t h i s ac t 
s h a l l be permit ted to use the t i t l e Bank, Banking Associ-
a t i o n or Savings Bank i n connection wi th i t s name." 

Sect ion 1 of Act 137 of 1918 (Banking Law Pamphlet, 1928, -sec. 
1, p . 105), provides i n pa r t tha t -

"•••Ho person, f i r m , a s soc i a t i on , company or corpor-
a t i o n , e i t h e r domestic or f o r e i g n , excepting only banks 
organized under the laws of the United S t a t e s , not subjec t 
to the supervis ion of the Examiner of S ta te banks, and not 
requ i red by the laws of the S ta t e of Louisiana to r epor t to 
him, and which has not received from the Examiner of S ta te 
banks a c e r t i f i c a t e of au tho r i ty to do a banking bus iness , 
*** s h a l l engage i n the business of banking, or the b u s i -
ness of rece iv ing money on depos i t , *** or s o l i c i t or r e -
ceive depos i t s or t r ansac t business i n the way or manner 
of a bank, savings bank or t r u s t company ***" 

Sect ion 4 of t h i s Act (Banking Law Pamphlet, 1928, sec . 4 , p . 
108), a lso provides tha t " a l l laws or p a r t s of laws i n c o n f l i c t herewith 
be, and the same axe hereby repea led . " 

I 
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The prov is ions Of Section 275 of the. Revised S t a tu t e s and Sec-

t i o n 1 of Act 179 of 1902, as amended "by Act 140 of 1906, above quoted 

authorized p r i v a t e "bankers to carry on the "business of "banking"; 

but whether p r i v a t e "banking can now "be t ransac ted l awfu l ly i s a doubt-

f u l question i n view of the f a c t tha t the laws do not appear to contain 

any provis ions providing f o r the supervis ion o f , or the Issuance of a 

c e r t i f i c a t e of a u t h o r i t y to do a "banking "business t o , p r i v a t e "bankers 

by the "Examiner of S ta te banks", which i s required by the above quoted 

provis ion of Sect ion 1 of Act 137 of 1918, as a condi t ion precedent to 

the t r ansac t ion of a banking business by any person or corpora t ion . 

Furthermore, t h e Examiner of S ta te banks advises tha t he w i l l not i s sue 

a c e r t i f i c a t e of au tho r i ty to a p r i v a t e banker to engage i n the banking 

business . Addi t ional provis ions of Act 137 of 1918 a f f e c t i n g the p r i v a t e 

banking s i t u a t i o n a re s e t f o r t h below. 
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Proh ib i t ion agains t adve r t i s ing or t r ansac t ing "business as "bank, 
savings ."bank or t r u s t company. 

No person, f i rm , a s soc i a t i on , company or corpora t ion , except 
"banks organized under the laws of the United S t a t e s , not author ized 
to do business by the Sta te Bank Examiner or r epor t ing to or under h i s 
supervis ion, can "adver t i se t ha t he or i t i s accepting money, savings 
and i s su ing notes or c e r t i f i c a t e s of deposi t or investment t h e r e f o r * 
* * or t r ansac t bus iness i n such a way or manner as t o lead the publ ic 
to be l ieve tha t i t s business i s t ha t of a bank, savings bank, or t r u s t 
company, * * * , or use the word, 'Bank1, 'Banker : , 'Banking ' , 'Savings 
Bank', ' Sav ings ' , ' T r u s t ' , ' T r u s t e e ' , 'Trust Company', * * * or any 
other word or words of s imi la r import as p a r t of i t s name or t i t l e , " 
or make use of any s ign or other adve r t i s ing i nd i ca t i ng t h a t the place 
of business or the business ca r r i ed on i s i n any way t h a t of a bank, 
savings bank, or t r u s t company. (Act 137 of 1918, sec. 1; Banking Law 
Pamphlet, 1928, sec . 1. pp. 105 and 106.) 

Penalty f o r v i o l a t i o n of above prov is ions ; procedure to r e s t r a i n v i o l a t i o n 

The laws p re sc r ibe t h a t a penal ty of $100 a day. mast be paid to 
the S ta te f o r each day tha t a v i o l a t i o n of any of the above provis ions 
continues. Upon an a c t i o n brought by the Attorney General the D i s t r i c t 
Court may i s sue an i n j u n c t i o n r e s t r a i n i n g the use of words or from 
f u r t h e r t r a n s a c t i n g business i n v i o l a t i o n of the above p rov i s ions , and 
may make such other order as equity and j u s t i c e way r e q u i r e . (Act 137 
of 1918, sec. 1; Banking Law Pamphlet, 1928, sec . 1 , pp. 106 and 107.) 

Examiner must examine persons or f i rms suspected of v i o l a t i n g above 
provis ions ; f e e s . 

Whenever i t comes to the not ice of the S t a t e Bank Exan&ner tha t 
any person, f i r m , or corpora t ion , i s v i o l a t i n g the above prov is ions or 
i s conducting the bus iness of banking, i t i s h i s duty to make an int-
mediate examination of the a f f a i r s of any such person, f i r m , or corpor-
a t i o n . For the purpose of making such examination, the examiner i s given 
f r e e access to a l l the books, papers and accounts and has power to admin-
i s t e r oaths to any o f f i c e r , agent , employee, e t c . , of such person, f i rm, 
or corpora t ion , and to any other person whose' testimony may be requ i red . 
The examiner i s author ized i n h i s d i s c r e t i o n , to assess the same f e e for 
such examination as i s assessed f o r the examination of incorporated banks 
and t r u s t companies. (Act 137 of 1918, sec . 2; Banking Law Pamphlet, 
1928, sec . 2. pp. 107 and 108.) 

Refusal to permit examination or answer i n q u i r i e s . 

A r e f u s a l to exhibi t or tu rn over any books, accounts and papers 
f o r examination or to answer any i n q u i r i e s of the examiner ,x c o n s t i t u t e s 
a misdemeanor which, upon convic t ion, i s punishable by a f i n e of not 
l e s s than $100 nor more than $500. (Act 137 of 1918, sec . 2; Banking 
Law Pamphlet, 1928, sec . 2, p . 107.) 
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Examiner to r epor t v i o l a t i o n s to Attorney General. 

Where the S ta t e Baric Examiner has duly ascer ta ined tha t any 
person, f i rm, or corporat ion i s engaging i n the business of "banking 
or otherwise v i o l a t i n g the provis ions above r e f e r r e d t o , i t i s h i s 
duty to r epor t such v i o l a t i o n or v i o l a t i o n s to the Attorney General, 
"who s h a l l i n s t i t u t e the necessary proceedings to enforce the pena l -
t i e s " above provided f o r . (Act 137 of 1918, sec . 3; Banking Law Pam-
p h l e t , 1928, sec . 3 , p . 108.) 

MAIUE 

P r i v a t e banking p roh ib i t ed ; some except ions. 

General r u l e : 

" No person, copar tnership , a s soc i a t i on , or corpora t ion 
s h a l l do a banking business unless duly author ized under the 
laws of t h i s s t a t e or the United S t a t e s , except as provided 
by s ec t i on f o u r . The s o l i c i t i n g , r ece iv ing , or accept ing of 
money or i t s equivalent on deposi t as a regular bus iness by 
any person, copar tnership , a s soc i a t i on , or corpora t ion , or a 
corpora t ion intended to der ive p r o f i t from the loan of money 
except as a reasonable incident to the t r ansac t ion of other 
corporate bus iness or when necessary to prevent corporate 
funds from being unproductive, sha l l be deemed to be doing a 
banking bus iness , whether such deposi t i s made sub jec t to 
check or i s evidenced by a c e r t i f i c a t e of depos i t , a pass-book, 
a note , a r e c e i p t , or other wr i t ing ; provided tha t nothing 
he re in s h a l l apply to or include money l e f t with an agent , 
pending investment i n r e a l e s t a t e or s e c u r i t i e s f o r or on ac-
count of h i s p r i n c i p a l . 

Whoever v i o l a t e s t h i s s ec t ion , e i t he r i nd iv idua l ly or as 
an i n t e r e s t e d par ty i n any copar tnership , a s s o c i a t i o n , . o r cor-
po ra t ion , s h a l l be punished by a f i n e of not l e s s than th ree 
hundred d o l l a r s nor more than one thousand d o l l a r s , or by im-
prisonment f o r not l e s s than s ix ty days nor more than eleven 
months, or by both such f i n e and imprisonment." (U.S. of 1930, 

ch. 57, sec . 3 . ) 
Exceptions: 

(a) Corporations which des i r e to encourage t h r i f t among 
t h e i r employees may secure r igh t to rece ive from 
such employees deposi ts subject to i n t e r e s t a t a 
s p e c i f i e d r a t e , upon app l i ca t ion to the bank com-
missioner and compliance with c e r t a i n condi t ions . 
(B.S. of 19j30, ch. 57, sec . 4 . ) 

(b) Apparently a fo re ign person or a s soc i a t i on may carry 
on the business of accumulating and loaning or i n -
ves t i ng the savings of i t s members or of other persons 
i n the manner of loan or bu i ld ing a s soc ia t ions upon 
compliance wi th c e r t a i n condi t ions . Digitized for FRASER 
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"The bank commissioner may author ize any such as soc ia t ion 
or corpora t ion duly established, under the laws of another s t a t e 
to car ry on such business i n t h i s s t a t e , but sa id a s soc i a t i on 
or corpora t ion s h a l l not t r ansac t such business i n t h i s s t a t e 
unless i t s h a l l f i r s t deposi t with the t r e a s u r e r of s t a t e , the 
sum of twenty- f ive thousand d o l l a r s and t h e r e a f t e r a sum equal 
to f i f t e e n per cent of the deposi ts made i n such a s s o c i a t i o n or 
corpora t ion by c i t i z e n s of the s t a t e , the amount of percentage 
of depos i t s so required to be determined from time to time by 
the bank commissioner; or i n l i e u thereof the whole or any pa r t 
of sa id sum may cons is t of any of the s e c u r i t i e s i n which savings 
banks may i n v e s t , as regula ted i n sec t ion twenty-seven a t t h e i r 
par va lue , and the sa id deposit s h a l l be held i n t r u s t by 
sa id t r e a s u r e r f o r the p ro t ec t ion and indemnity of the r e s i -
dents of the s t a t e wi th whom such assoc ia t ions or corporat ions 
r e s p e c t i v e l y have done or may t r ansac t bus iness . Said moneys 
or proper ty s h a l l be paid out or disposed of only on the order 
of some court of competent j u r i s d i c t i o n , made on due no t i ce to 
the a t to rney-genera l of the, s t a t e , and upon such no t i ce t o the 
c r e d i t o r s and shareholders of such a s soc i a t i on or corpora t ion as 
the court s h a l l p r e s c r i b e . For the purpose of a s c e r t a i n i n g the 
business and f i n a n c i a l condit ion of any such a s soc i a t i on or cor -
pora t ion doing or des i r i ng to do such bus iness , the bank commis-
sioner may make examinations of such assoc ia t ions or corpora t ions , 
a t such times and a t such places as he may d e s i r e , the expense 
of such examinations being paid by the a s soc i a t i on or corpora-
t i o n examined, and may a lso r equ i re r e tu rns t o be made i n such 
form and a t such times as he may e l e c t . Whenever, upon examina-
t i o n or otherwise, i t i s the opinion of the bank commissioner 
tha t any such a s soc ia t ion or corporat ion i s t r a n s a c t i n g business 
i n such manner as to be hazardous to the pub l i c , or i t s con-
d i t i o n i s such as to render f u r t h e r proceedings by i t hazardous 
to the p u b l i c , sa id bank commissioner sha l l revoke or suspend 
the a u t h o r i t y given to said a s soc ia t ion or corpora t ion; but t h i s 
sec t ion s h a l l not prevent such a s soc i a t i on , corpora t ion , or i n -
s t i t u t i o n incorporated under the laws of another s t a t e , from 
loaning money upon mortgages of r e a l e s t a t e loca ted wi th in the 
s t a t e . " (E.S. of 1930, ch. 57, sec . 122.) 

Prohib i t ion of use of words "bank," "savings ." " t r u s t " and r e l a t e d words. 

"No person or pa r tne r sh ip and no a s soc i a t i on or corporat ion 
unless duly author ized under the laws of t h i s s t a t e or of the 
United S ta t e s to conduct the business of a bank or t r u s t com-
pany s h a l l use as a p a r t of the naae or t i t l e under which such 
business i s conducted, or as designat ing such bus iness , the 
word or words 1barik,1 ' b anke r , ' ' t r u s t , ' ' t r u s t company,' 
' bank ing , ' or ' t r u s t and banking company,' or the p l u r a l of any 
such word or words or any abbrevia t ion thereof i n or i n con-
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nec t ion with any other business than tha t of a hank or t r u s t 
company duly authorized as a f o r e s a i d . Provided, however, tha t 
t h i s r e s t r i c t i o n s h a l l not apply to any such person, pa r tne r sh ip , 
a s s o c i a t i o n , or corpora t ion , conducting business under such name 
or s t y l e p r i o r to the twenty- th i rd day of A p r i l , n ine t een hun-
dred f i v e . No person, pa r tne r sh ip , a s soc i a t i on , or corpora t ion , 
hank or t r u s t company, except a mutual savings hank organized 
under the laws of t h i s s t a t e , sha l l use as a p a r t of i t s name 
or t i t l e the word or words ' s a v i n g , ' ' s a v i n g s , ' or ' savings hank . ' 
Provided, however, t ha t t h i s r e s t r i c t i o n sha l l not apply to any 
business being conducted under such name or s t y l e p r i o r to the 
twenty- th i rd day of A p r i l , n ineteen hundred f i v e , nor t o any 

. bank or t r u s t company using such word or words p r i o r to the 
f i r s t day of January, n ineteen hundred twenty-nine. 

Any person, pa r tne r sh ip , a s soc i a t i on , or corpora t ion v io -
l a t i n g any of the provis ions of t h i s sec t ion may be enjoined 
therefrom by any court having general equity j u r i s d i c t i o n , on 
a p p l i c a t i o n of the bank commissioner or any person, corpora t ion , 
or a s s o c i a t i o n i n ju r ed or a f f e c t e d by such use ; and any such 
court may f u r t h e r en jo in any attempt on the p a r t of any person, 
f i r m , or corpora t ion to mislead or give a f a l s e impression to 
the pub l i c t ha t such person, f i rm or corporat ion i s authorized 
under the laws of t h i s s t a t e to conduct the business of a t r u s t 
company. Any person or persons v i o l a t i n g any of the provis ions 
of t h i s s ec t i on , e i t he r i nd iv idua l ly , as members of any a s soc ia -
t i o n or copar tnersh ip , or as i n t e r e s t e d i n any such corpora t ion , 
s h a l l be punished by a f i n e of not more than one thousand d o l l a r s , 
or by imprisonment f o r not l e s s than s i x t y days nor more than 
eleven months, or by both such f i n e and imprisonment.11 (B.S. of 
1930, ch. 57, sec . 5 . ) 

MARYLAND. 

Ho provis ions covering operat ion except r e s t r i c t i o n s aga ins t us ing 
c e r t a i n a d v e r t i s i n g . 

Except f o r the fol lowing p rov i s ions , which appear to be ap-
p l i c a b l e to p r i v a t e banks, the laws of t h i s S ta t e contain no p ro-
v i s ions covering the organizat ion or operat ion of p r i v a t e banks: 

"No person, co-par tnersh ip or corporat ion not sub jec t to the 
supervis ion and examinations of the Bank Commissioner, and not required 
to make r e p o r t s to him * * *, s h a l l make use of any s ign a t the p lace 
where such bus iness i s t r ansac t ed , having thereon any a r t i f i c i a l or 
corporate name or o ther words iod ica t ix^ tha t such p lace or o f f i c e 
i s the p lace or o f f i c e of a banking i n s t i t u t i o n as def ined i n t h i s 
A r t i c l e " ; nor s h a l l such person or persons, make use of or c i r c u l a t e 
any adve r t i s ing " ind ica t ing tha t such business i s the business of a 
bankirg i n s t i t u t i o n ? A v i o l a t i o n of these provis ions c o n s t i t u t e s a 
misdemeanor and sub jec t s the person or persons committing such v i o l a -
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t i o n to c e r t a i n p resc r ibed p e n a l t i e s . "The provis ions of t h i s sec t ion 
sha l l not apply to persons , copar tnerships , or corporat ions which, at 
the time t h i s Act takes e f f e c t , (June 1, 1918), are engaged i n "business 
i n incorporated towns or c i t i e s of the S ta t e of l e s s than t en thousand 
i n h a b i t a n t s . " (Annotated Code of Maryland, 1934, Vol. 1, A r t i c l e Eleven 
sec, 78; Laws of 1910, ch« 219, sec . 74, as amended by Laws of 1912, ch. 
194, sec . 74 and Laws of 1918, ch. 33, sec . 75; Banking Laws, 1927, sec . 
78, p . 36 . ) 

De f in i t i on of "Banking I n s t i t u t i o n . " 

"the words 'Banking I n s t i t u t i o n s ' , as used i n t h i s A r t i c l e , 
sha l l be held to mean incorporated Banks, Savings I n s t i t u t i o n s and Trust 
Companies, * * * *. (Annotated Code of Maryland, 1924, Vol. 1 , Ar t i c l e 'E leven 

Sec. 52; Laws of 1910, ch. 219, sec . 51; Banking Laws, 1927, sec . 
52, p . 27.) 

MASSACHUSETTS. 

No provis ions p r o h i b i t i n g p r i v a t e banking bus iness ; but c e r t a i n 
adve r t i s ing , and rece iv ing depos i t s as savings bank or t r u s t company 
p roh ib i t ed . 

The laws of t h i s S ta te do not contain any provis ions wi th r e f e r -
ence to the organiza t ion or establishment of p r i v a t e banks or bankers, 
except as ind ica ted i n l a s t paragraph he reo f , and except f o r the pro-
h i b i t i o n s embraced i n the fol lowing p rov i s ions , the laws a re s i l e n t 
with regard to the opera t ion of such banks or bankers . The fol lowing 
provis ions p r o h i b i t the r ece ip t of depos i t s as a savings bank or t r u s t 
company, and t he use of any adver t i s ing or banking terms i n d i c a t i n g 
tha t the p lace of bus iness or the business ca r r i ed on i s t ha t of a 
savings bank or t r u s t company, by any person, pa r tne r sh ip or a s soc ia -
t i o n other than savings banks and t r u s t companies incorporated under 
the laws of Massachusetts . 

P roh ib i t ion aga ins t r e ce ip t of c e r t a i n depos i t s and use of s p e c i f i c 
banking terms and other adve r t i s i ng . 

" * * * no person, pa r tne r sh ip or a s soc ia t ion except savings 
banks and t r u s t companies incorporated under the laws of t h i s common-
weal th" , and c e r t a i n fo re ign banking corpora t ions , s h a l l h e r e a f t e r 
make use of any s igns or other adver t i s ing ind ica t ing tha t the p lace 
of business or bus iness t ransac ted i s tha t of a savings bank; "nor 
sha l l any such * * * person, pa r tne r sh ip or a s soc i a t i on , * * * s o l i c i t 
or rece ive depos i t s or t r ansac t business i n the way or manner of a 
savings bank, or i n such a way or manner as to lead the pub l i c to be-
l i e v e , or as i n the opinion of the commissioner might lead the public 
to be l i eve , t ha t i t s business i s tha t of a savings bank; nor s h a l l any 
person, p a r t n e r s h i p , * * * or a s soc i a t i on , (excepting c e r t a i n i n s t i t u -
t ions not connected wi th or r e l a t e d to p r i v a t e banks or bankers) * * * 
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h e r e a f t e r t r an sac t "business "under any name or t i t l e which contains the 
word 'hank' or 1"banking1, or any word i n a fo re ign language having the 
same or s imi la r meaning, as desc r ip t i ve of said bus iness , o r , i f he or 
i t does a banking "business or makes a business of rece iv ing money on 
depos i t , under any name or t i t l e containing the word ' t r u s t ' , or any 
word i n a f o r e i g n language having the same or s imi la r meaning, as 
desc r ip t i ve of said .bus iness . " (General Laws, ch. 16V> sec . 12; as 
amended Act 1921, ch. 78, sec . 1; Act 1922, ch. 114; "Banking Law 
Pamphlet Relat ing to Savings Banks, 1929, ch. 167, sec . 12, p . 4 . ) 

Barflc Commissioner may examine books, accounts, e t c . to a s c e r t a i n whether 
law i s being v i o l a t e d . 

"The commissioner or h i s examiners may examine the accounts , books 
and papers of any * * * person, pa r tne r sh ip or a s soc i a t i on making a 
business of r ece iv ing money on depos i t , or which has the word ' bank ' , 
•banking' , ' b a n k e r ' , ' b anke r s ' , or ' t r u s t ' , or any word i n a fo re ign 
language having t he same or s imi la r meaning, i n the name under vdiich 
i t s business i s conducted, i n order to a s c e r t a i n whether such * * *, 
person, pa r tne r sh ip or a s soc ia t ion has v io l a t ed or i s v i o l a t i n g any 
provis ion of t he preceding sec t ion ; and any * * *, person, p a r t n e r -
ship or a s s o c i a t i o n r e f u s i n g to allow such examination or v i o l a t i n g 
any provis ion of said sec t ion s h a l l f o r f e i t to the commonwealth one 
hundred d o l l a r s a day f o r every day or p a r t thereof during which such 
r e f u s a l or v i o l a t i o n cont inues ." (General Laws, ch. 167, sec . 13; 
as amended Acts 1921, ch. 78, sec . 2; Banking Law Pamphlet Rela t ing 
to Savings Banks, 1929, ch. 167, sec. 13, p . 4 . ) 

Commissioner s h a l l r epor t v i o l a t i o n s to Attorney General: procedure to 
r e s t r a i n v i o l a t i o n . 

Any r e f u s a l t o permit such an examination, or any v i o l a t i o n of 
the provis ions f i r s t above quoted " sha l l fo r thwi th be repor ted by the 
commissioner to the Attorney General. The said f o r f e i t u r e may be r e -
covered by an informat ion or other appropr ia te proceeding brought i n 
the Supreme J u d i c i a l or Superior Court i n the name of the Attorney 
General. Upon such information or other proceeding the court may issue 
an in junc t ion r e s t r a i n i n g such * * * , person, pa r tne r sh ip or a&socia^-
t i o n from f u r t h e r prosecut ion of i t s business wi th in the commonwealth 
during the pendency of such proceeding or f o r a l l t ime, and may make 
such other orders or decrees as equity and j u s t i c e may r e q u i r e . * 
(General Laws, ch. 167, sec . 13; as amended Acts 1921, ch. 78, sec . 2; 
Banking Law Pamphlet Rela t ing to Savings Banks, ch. 167, sec . 13, p . 4 . ) 

Further p r o h i b i t i o n agains t use of term "Trust Company" or rece iv ing 
deposi ts as t r u s t company. 

"No person or a s soc ia t ion and no bank or corpora t ion , except 
t r u s t companies, s h a l l use i n the name or t i t l e under which h i s or i t s 
business i s t r ansac ted the words 'Trust Company1 even though said words 
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may "be separated i n such name or t i t l e by one or more other words, or 
adver t i se or put f o r t h a s ign as a t r u s t company or i n any way s o l i c i t 
or rece ive depos i t s as such. Whoever v i o l a t e s t h i s sec t ion s h a l l f o r -
f e i t one hundred d o l l a r s f o r each day during which such v i o l a t i o n con-
t i n u e s . " Cer ta in f o r e i g n corporat ions a re excepted from the p ro -
v i s ions of t h i s s ec t ion . (General Laws, ch. 172, sec . 4; as amended 
Acts 1923, ch. 41; Trust Company Law Pamphlet, ch. 172, sec . 4 , p . 15.) 

Persons engaged i n t he r ece ip t and t ransmiss ion of funds to f o r e i g n 
countries* 

Persons engaged i n the business p r i n c i p a l l y or i n con junc t ion . 
with tha t of s e l l i n g r a i l r o a d or steamship t i c k e t s or i n the supplying 
of l abo re r s , r ece iv ing depos i t s f o r s a f e keeping or t r a n s m i t t i n g the 
same or equivalents to fo re ign countr ies s h a l l , "before engaging or 
becoming f i n a n c i a l l y i n t e r e s t e d or continuing to engage or be f i n a n -
c i a l l y i n t e r e s t e d i n the business of rece iv ing depos i t s of money f o r 
the purpose of t r ansmi t t i ng the same or equivalents thereof to f o r e i g n 
count r ies , make, execute and de l i ve r to the s t a t e t r e a s u r e r a bond i n a 
sum equal to twice the amount of money or equivalents thereof t ransmit ted 
to fo re ign count r ies by such person i n any one week, as determined by the 
commissioner of banks, i n t h i s chapter ca l l ed the commissioner, but in no 
event s h a l l the sum of the bond be l e s s than f i f t e e n thousand d o l l a r s ; p ro -
vided, tha t t he sum of such bond sha l l be increased on order of the comr-
missioner a t any time to such amount as s h a l l be shown by examination to 
be necessary. Said bond s h a l l be conditioned upon the f a i t h f u l holding 
and t ransmiss ion of any money or equivalents thereof which s h a l l have 
been de l ivered to such person f o r t ransmission to a f o r e i g n country, 
and, i n the event of the insolvency or bankruptcy of the p r i n c i p a l , 
upon the payment of the f u l l amount of such bond to the ass ignee , r e -
ceiver or t r u s t e e of the p r i n c i p a l , as the case may r equ i r e f o r the 
b e n e f i t of such persons as s h a l l have been de l ivered money or equiva-
l e n t s thereof to sa id p r i n c i p a l f o r the purpose of t r ansmi t t i ng the 
same to a f o r e i g n count ry ." (Acts 1923, ch. 473, sec . 2; Acts 1929, 
ch. 182, sec . 2 , ) 

MICHIGAN. 

P r iva t e banks express ly p roh ib i t ed ; exception. 

"On and a f t e r the e f f e c t i v e da te of t h i s ac t (1925), i t s h a l l 
be unlawful f o r any ind iv idua l person, or unincorporated a s s o c i a t i o n 

of ind iv idua l persons , to engage i n the business of banking, * * *: 
Provided, That t h i s ac t sha l l not apply to any ind iv idua l person or 
unincorporated a s s o c i a t i o n of ind iv idua l persons engaged i n the b u s i -
ness of banking a t the time of the passage of t h i s act ,1 1 (Publ ic Acts 
of 1925, Act No. 284, sec . 1; Banking Laws, 1929, sec . 364, p . 105.) 

Penal ty f o r establ ishment of p r i v a t e bank. 

"From and a f t e r the passage of t h i s a c t , no person or a s soc ia -
t i o n of persons , not incorporated under the banking laws of th i s S ta te 
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and. not now engaged i n the p r i v a t e banking bus iness , s h a l l open up or 
attempt to operate any p r i v a t e bank, and any such opera t ion or attempt 
sha l l be deemed a v i o l a t i o n of t h i s act., and the persons so operat ing 
or at tempting to operate s h a l l be deemed g u i l t y of a f e lony , and on con-
v i c t i o n thereof s h a l l be punished by a f i n e not exceeding one thousand 
d o l l a r s or by imprisonment i n the S ta te p r i son f o r not more than f i v e 
yea rs , or by both such f i n e and imprisonment i n the d i s c r e t i o n of the 
courts Provided, That nothing i n t h i s act contained s h a l l be construed 
to p roh ib i t the surv iv ing pa r tne r or pa r tne r s of a copar tnership from 
continuing the opera t ion of any p r i v a t e bank operated by such copar tner-
ship a t the time t h i s ac t s h a l l take e f f e c t . " (Public Acts of 1925, 
Act Ho. 284, sec . 2; Banking Laws, 1929, sec . 365, p . 105.) 

MIMESOTA. 

"Individual or co-par tnersh ip" prohib i ted from t r ansac t i ng business of 
savings bank, s a f e deposi t company or t r u s t company. 

From the fol lowing p rov i s ions , i t appears tha t "a person, f i rm, 
individual or copar tnership" i s p roh ib i t ed from adve r t i s i ng or engag-
ing in business i n any way as a savings bank, s a f e deposi t company or 
t r u s t company. 

Provisions p r o h i b i t i n g business as savings bank, e t c . 

"No i n d i v i d u a l , co-par tnership or corporat ion other than a sav-
ings bank or s a f e deposi t and t r u s t company subject to and complying 
with a l l the p rov i s ions of law r e l a t i n g to such bank or s a f e deposi t 
and t r u s t companies r e s p e c t i v e l y , s h a l l i n any manner d i sp lay or make 
use of any s ign , symbol, token, l e t t e r h e a d , card, c i r c u l a r , a d v e r t i s e -
ment s t a t i n g , r ep resen t ing or ind ica t ing tha t he, i t , or they , a re 
authorized to t r an sac t the business which a savings bank, s a f e deposi t 
or t r u s t company u sua l l y does, or under said provis ion a re authorized 
to do; nor s h a l l any such ind iv idua l , co-par tnership or corpora t ion 
use the words ' s av ings ' or ' t r u s t 1 or ' s a f e d e p o s i t ' alone or i n com-

b i n a t i o n i n t i t l e or name or otherwise or i n any manner s o l i c i t business 
or make loans or s o l i c i t or rece ive depos i t s or t r ansac t bus iness as a 
savings bank or s a f e deposit or t r u s t company. * * . Every ind iv idua l , 
co-par tnership or corpora t ion which s h a l l v i o l a t e any of the provis ions 
of t h i s sec t ion s h a l l f o r f e i t to the S ta te the sum of one hundred do l -
l a r s f o r every day such v i o l a t i o n sha l l cont inue ." (Act approved March 
21, 1929, Laws of 1929, ch. 77, sec . 1; Banking Laws, 1929, sec . 1, p . 
18.) 

"Bank", "savings bank". " t ru s t conqpany" and "banking" de f ined . 

"A bank i s a corporat ion under pub l ic con t ro l , having a place of 
business where c r ed i t 6 a re opened by the deposi t or c o l l e c t i o n of money 
and currency, subject to be p a i d ' o r remit ted upon d r a f t , check, or order , 
and where money i s advanced, loaned on s tocks , bonds, b u l l i o n , b i l l s of 
exchange, and promissory notes , and where the same a re received f o r discount 
or s a l e ; and a l l persons and co-par tnersh ips , r e s p e c t i v e l y , so opera t ing , 
are bankers, • 
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rtA savings bank i s an i n s t i t u t i o n under l i k e con t ro l , managed "by-
d i s i n t e r e s t e d t r u s t e e s so le ly authorized to rece ive and s a f e l y invest 
the savings of small depos i to r s . 

"A t r u s t company i s 9, corporat ion under l i k e con t ro l , author ized, 
wi thin p resc r ibed l i m i t a t i o n s , to act as a s a f e deposi t company, t r u s t e e 
or r ep re sen t a t i ve f o r or under any cour t , publ ic or p r i v a t e corpora t ion , 
or i nd iv idua l , and as surety or guaran tor . " (General S t a t u t e s , 1923, 
sec. 7635; Banking Laws, 1939, p. 7) 

"A 'bank* i s a corporat ion having a p lace of "business i n t h i s 
S t a t e , where c r e d i t s a re opened by the deposi t of money or currency, 
or the c o l l e c t i o n of the same, subject to be paid or remi t ted on d r a f t , 
check or order ; and where money i s loaned or advanced on s tocks , bonds, 
b u l l i o n , b i l l s of exchange or promissory no tes , and where the same are 
received fo r discount or s a l e . A 'savings bank* i s a corpora t ion 
managed by d i s i n t e r e s t e d t r u s t e e s , so l e ly authorized to rece ive and 
sa fe ly invest the savings of small depos i to r s . Every 'bank' or ' sav-
ings bank1 i n t h i s S ta te s h a l l a t a l l t imes be under the supervis ion 
and subject t o the cont ro l of t he public - examiner, (superintendent of 
banks) * * * and -when so conducted said business s h a l l be known as 
' bank ing ' . " (General S t a t u t e s , 1923, sec . 7636; Banking Laws, 1929, 
P. 8 ) . 

R e s t r i c t i o n aga ins t use of word "bank". 

"Any person, f i r m or corporat ion carrying on i n t h i s S ta t e the 
bus iness , or any p a r t thereof , def ined as 'banking1 i n the preceding 
sec t ion , who r e f u s e s to permit the publ ic examiner (superintendent of 
banks) to inspec t and superintend said bus iness , and to see tha t the 
same i s ca r r i ed on i n accordance with the banking laws of t h i s S ta t e 
s h a l l not be permi t ted to use the word 'bank' as the whole or any pa r t 
of the business name of the p lace where sa id business i s c a r r i ed on, 
nor s h a l l the word 'bank' be used on any s t a t i one ry or i n any adve r t i s e -
ment of said bus ines s , as the whole or any pa r t of the name or des-
c r i p t i o n of sa id bus ine s s . " (General S t a t u t e s , 1923, sec , 7637; Bank-
ing Laws, 1929, p . 8 . ) 

MISSISSIPPI. 

Banking business may only be t ransac ted by corpora t ions . 

The laws of t h i s S ta te provide tha t "any person or f i r m now 
engaged i n the banking business" as described below, " sha l l incorpora te 
wi th in s ix months a f t e r t h i s (banking) ac t goes in to e f f e c t . This sec-
t i on sha l l not apply except when such corporat ions keep the ac tua l money 
on deposi t or s o l i c i t outs ide depos i t s , but any person or a s soc i a t i on of 
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"persons now engaged i n the "banking "business in t h i s S ta te s h a l l be sub jec t 
to a l l the provis ions of t h i s (blinking) ac t u n t i l such person, persons 
or a s soc ia t ions of persons s h a l l be or become incorporated, as provided 
i n t h i s s ec t ion" . Any person or f i rm i s doing a banking bus iness , under 
the l&ss i ss ipp i laws, when he or i t has "a p lace of business wi th in 
t h i s s t a t e , where c r e d i t s are opened by the deposi t or c o l l e c t i o n of 
money or currency or negot iable paper subjec t to be pa id or r emi t t ed 
upon d r a f t , r e c e i p t , check or order , or s a l e of d r a f t s or exchange 
drawn on l oca l or fo re ign banks, *** (Laws of 1914, ch. 124, sec* 
27; Brown's Miss, and 5ted. S t a t s . , 1925, sec . 27, p . 43 ) . 

k i s s o u f t i . 

Pr iva t e banks may not now be e s t a b l i s h e d . 

By an ac t enacted i n the year 1915, t h i s s t a t e p roh ib i t ed the 
es tabl ishment of new p r i v a t e banks, the p e r t i n e n t provis ion s t a t i n g 
" tha t h e r e a f t e r no new p r i v a t e bank s h a l l be e s t a b l i s h e d " . This ac t 
a l so contains d e t a i l e d provis ions covering the organizat ion, operat ion 
and supervis ion of banks and apparent ly permit ted p r i v a t e banks who were 
engaged i n a banking business a t the time of i t s passage to continue the 
operat ion of such business upon complying with the p rov i s ions covering 
incorpora ted banks so f a r as the same are app l i cab l e . " In add i t i on , 
the a c t contains p rov i s ions s p e c i f i c a l l y appl icab le to p r i v a t e banks, 
these p rov is ions being se t f o r t h below. 

Definition of "private bankers". 

"Private bankers are declared to be those who carry on the 
business of banking by receiving money on deposit, with or without 
interest, by buying and selling bills of exchange, promissory notes, 
gold or silver coin, bullion, uncurrent money, bonds or stocks, or 
other securities, and of loaning money, without being incorporated." 
(Laws of 1915, p. 157; Rev, Stats, of Mo. , 1929, sec. 5403; Banking 
Laws, 1919, sec. 11781, p. 88.) 

Capital requirements. 

A private banker could not engage in business "without a paid-
up capital of not less than tan thousand dollars, and if said banking 
business is to be carried on in a city having a population of one hundred 
and fifty thousand inhabitants or more, then without a paid-up capital of 
not less than one hundred thousand dollars, * * * ". (Laws of 1915, p. 
157; Rev. Stats, of Mo., 1929, sec. 5404; Banking Laws, 1919, sec. 11782, 
p. 88.) 

Sworn statement necessary; contents of 

Before engaging in business a nrivate banker also had to file 
"a statement, subscribed and sworn to as correct and true before a 
notary public by each person connected with such business as owner or 
p a r t n e r , setting forth; First, the names and places of residence of all 
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"persons in teres ted, i n the "business, a l l of whom s h a l l be r e s i d e n t s of t h i s 
s t a t e , the amount of cap i t a l inves ted; and second, the name i n which the 
"business i s to "be conducted and. the p lace a t which i t i s t o "be ca r r ied on; 
which statement s h a l l "be acknowledged, recorded i n the o f f i c e of the r e -
corder of deeds of the county i n which the "bank i s to be loca ted , and a 
c e r t i f i e d copy of such recorded instrument s h a l l be f i l e d i n the o f f i c e 
of the bank commissioner: * * *" . (Laws of 1915, p . 157; Rev. S t a t s , of 
Mo., 1929, sec . 5404; Banking Laws, 1919, sec. 11782, pp. 88 and 89) . 

Cashier must give bond; condi t ion o f . 

"The cash ie r of each p r i v a t e bank s h a l l give bond to the s t a t e 
of Missouri, f o r such sum, and condit ioned, as may be requi red by the 
commissioner, which s h a l l be approved by the commissioner, and f i l e d i n 
h i s o f f i c e . " (Laws of 1915, p . 158; Rev. S t a t s , of Mo., 1929, sec . 5407; 
Banking Laws, 1919, sec . 11785, p . 90). 

License f e e or t a x . 

"No p r i v a t e banker * * *, a f t e r having made, recorded and f i l e d 
the statement requi red by t h i s a r t i c l e , s h a l l be required to pay any 
l i c ense or t a x not requi red of banks." (Laws of 1915, p . 158; Rev. S t a t s . 
of Mo., 1929, sec . 5408; Banking Laws, 1919, sec . 11786, p . 90 . ) 

Provisions covering incorporated banks made app l i cab le . 

Al l of the provis ions of law covering the organiza t ion , operat ion 
and supervis ion of incorporated banks " s h a l l , so f a r as the same are ap-
p l i c a b l e , apply to a l l p r i v a t e bankers doing business i n t h i s S t a t e ; * * * " 
(Laws of 1915, p . 158; Rev. S t a t s , of Mo., 1929, sec . 5407; Banking Laws, 
1919, sec . 11785, p . 90) 

Loan on personal s e c u r i t y of owner i n excess of 10# of c a p i t a l p roh ib i t ed ; 
v i o l a t i o n cause f o r appointment of r e c e i v e r . 

A p r i v a t e banker cannot make any loan or discount on the pe r -
sonal s ecu r i t y or ob l iga t ion of any owner in excess of t e n per cent of the 
paid up c a p i t a l and surplus of the bank. A v i o l a t i o n of t h i s p roh ib i t i on 
empowers the bank commissioner " in h i s d i s c r e t i o n , to make a p p l i c a t i o n 
f o r the appointment of a rece iver f o r such p r i v a t e bank or banker, as now 
provided by law i n case of insolvent banks and t r u s t companies." (Laws of 
1915, p . 157; Rev. S t a t s , of Mo., 1929, sec . 5405; Banking Laws, 1919, sec . 
11783, p . 89) . 

Res t r i c t i on upon use of funds . 
flNo p r i v a t e banker s h a l l employ any pa r t of h i s c a p i t a l , or any 

funds deposi ted wi th or borrowed by him, i n deal ing or t r ad ing i n , buying 
or s e l l i n g lands , goods, c h a t t e l s , wares or merchandise, but he may s e l l 
and dispose of a l l kinds of proper ty which may necessa r i ly come in to h i s 
possession i n the c o l l e c t i o n of h is loans or d i scoun t s . " (Laws of 1915, p . 
158; Rev. S t a t s , of Mo., 1929, sec . 5406; Banking Laws, 1919, sec . 11784, 
p . 89.) 
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Loans to one "borrower and.other use of funds . 

A p r i v a t e tanker may not "use or employ h i s c a p i t a l or funds de-
pos i t ed with or "borrowed by him in any other manner than banks a re * * * 
permi t ted , or loan a g rea t e r amount to any person or loan any sum whatever, 
except upon l i k e s e c u r i t y as i s required to be taken by banks'." (Laws of 
1915, p . 158; Rev. S t a t s , of Mo., 1929, sec . 5406; Banking Laws, 1919, sec . 
11784, p . 89) . 

Surplus of 20$ of c a p i t a l required before p r o f i t s may be d i s t r i b u t e d . 

The p r o f i t s of a p r i v a t e banker may not be d i s t r i b u t e d "without 
f i r s t s e t t i n g apar t t o surplus accounts a t l e a s t twenty per cent of the 
net p r o f i t s each year u n t i l the surplus equals twenty per cent of the 
c a p i t a l , and sa id surplus s h a l l not be diminished except f o r the payment of 
any losses which may occur; Provided, i f there are undivided p r o f i t s , these 
sha l l f i r s t be used i n payment of such l o s s e s . " (Laws of 1915, p . 158; 
Rev. S t a t s , of Mo., 1929, sec . 5406; Banking Laws, 1919, sec . 11784, p . 89.) 

Penalty f o r v i o l a t i o n of p rov is ions . 

Any p r i v a t e banker who f a i l s to make and f i l e the statement r e -
quired of incorporated banks or so much thereof as the bank commissioner 
may requ i re "or s h a l l f a i l or r e f u s e to make or render any other repor t 
or statement requi red by the banking laws of t h i s s t a t e , or who s h a l l , 
w i l f u l l y and co r rup t ly , make any such statement f a l s e l y , or who s h a l l 
v i o l a t e any of the provis ions of t h i s a r t i c l e (covering incorporated and 
p r i v a t e banks) , he or they, and each of them s h a l l be deemed g u i l t y of 
a misdemeanor, and, upon convict ion t h e r e o f , upon informat ion or i n d i c t -
ment, sha l l be punished by a f ine* f o r each o f f e n s e , not exceeding f i v e 
thousand d o l l a r s nor l e s s than f i v e hundred d o l l a r s , or by imprisonment 
not l e s s than one nor more than twelve months i n the c i t y or county j a i l , 
or by both such f i n e and imprisonment." (Laws of 1915, p . 158; Rev. S t a t s , 
of Mo., 1929, sec . 5407; Banking Laws, 1919, sec . 11785, p . 90 . ) 

"If a t any time the commissioner s h a l l be s a t i s f i e d t h a t any p r i v a t e 
banker * to which has been issued an au thor i za t ion c e r t i f i c a t e or l i c e n s e , 
i s v i o l a t i n g any of the provis ions of t h i s chapter , or i s conducting i t s 
business i n an unauthorized or unsafe manner, or i s i n an unsound or un-
sa fe condi t ion to t r a n s a c t i t s bus iness , or cannot wi th s a f e t y and expedi-
ency continue bus iness , the commissioner may, over M s o f f i c i a l s igna ture 
and sea l of o f f i c e n o t i f y the holder of such au thor !ze t ion c e r t i f i c a t e 
or l i cense tha t the same i s revoked." (Rev. S t a t s , of Mo., 1929, sec . 
5299). 

MONTANA. 

Banking business mav only be t ransac ted by corpora t ions ; exception,. 

The laws of t h i s s t a t e provide tha t " I t sha l l be unlawful fo r 
any corpora t ion , p a r t n e r s h i p , f i rm, or ind iv idua l to engage i n or t r a n s -
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act a "banking business wi th in t h i s s t a t e , except by means of a corpora-
a t ion duly organized, f o r such purpose. * * * t h i s (bank) Act s h a l l not 
apply to any person, f i rm or a s soc ia t ion now doing a p r i v a t e banking 
business ; provided, however, tha t sa id p r i v a t e banks hereinabove r e f e r r e d 
to sha l l come under a l l of the provis ions of t h i s Act which may be f a i r l y 
appl icable t h e r e t o ; * • » • » . (Laws of 1927, ch. 89, sec . 2; Banking Laws, 
1927, sec . 2 , p . 8) 
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Advertising "before issuance of cMrtejr;:, penalty -£L<-

"It shall "oe unlawful for any individual, firm or corporation 
to advertise, publish or otherwise promulgate that it is engaged in the 
banking business without first having obtained authority from the De-
partment of Banking, * * * . Axly such individual, or member of such 
firm, or officer of any such corporation so offending, shall be deemed 
guilty of a misdemeanor, and upon conviction thereof, shall be punished 
as provided by the la'Ts of this State." (lLaws of 1927, ch. 89, see. 
107; Banking Laws, 1927, sec. 107, p. 60 ) 

As stated above, private bankers who wore engaged in the trans-
action of a banking business as of the passage of the so-called bank 
act, March 8, 1927, are required to comply with such provisions of the 
bank act as "may be fairly applicable thereto". The bank act also con-
tains other provisions which are specifically applicable to these pri-
vate bankers, these provisions being set forth below. 

ITame of -private bank. 

The name of a private bank mast contain the name of the individ-
ual conducting the business, or, if a copartnership or association, the 
name of at least one actual and responsible member thereof, 11 in addition 
to which name there shall be no other designation then the words 'bonk of*, 
'Banking house of' * banker *, or 1 bonkers1. nothing in this section 
shall apply to any person, firm or association now conducting a private 
banking business in this state, which bank is now authorized by the 
State Banking Department to do a banking business". (Laws of 1927, ch. 
89, sec. 82; Banking Laws, 1927, sec. 82, p. 52 ). 

"Approved property of ™ist be owned before de-posits may be received 

Every private batik must before receiving any money on deposit 
"actually own and possess, within the State of Montana, approved pro-
perty or assets not exempt from execution of the minimum value" of not 
less than $20,000; not less than $30,000 in cities and towns having a 
population of over 2,000 and up to 5,000; not less than $50,000 in cities 
having a population of 5,000 to 10,000; not less than $75,000 in cities 
having a population of 10,000 to 25,000; in all cities having a popular 
tion of 25,000 or over the value of the property or assets must be 
$100,000. This financial condition must appear and be carried on the 
books of every private bank and these provisions "shall extend and be 
applicable separately to each and every private bank conducted by any 
person, co-partnership, or association, and no asset or assets shall 
appear on the books of more than one bank." (Laws of 1927, ch. 89, sec. 
83; Banking Laws, 1927, sec. 83, p. 53 ). 

Examinations: rower of State Examiner. 

Every private bank "shall be subject to examination and visita-
tions of the State Examiner once each year, and oftener when deemed 
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"necessary by said examine!^ who shb.ll have full power and. authority to 
investigate and examine all b6oks, papers j and effects of any such "bank 
or banking house f o r the purpose of ascertaining the financial condition 
of any such bank or ba_J.cs , and shall have the power in aid thereof to 
administer oaths to any person or persons, or the agent or employees of 
any person or persons conducting such bank or banking business." (Laws 
of 1927, ch. 89, sec. 84; Banking Laws, 1927, sec. 84, p. 53 ). 

Heports of' condition; number and nature of;, publication required. 

The cashier of every private bank is required, on call of the 
superintendent of banks, to make not less than three reports of con-
dition during each year, anyone of which must be not less than two 
months apart. These reports must be verified by the cashier, must be 
made in such form as the superintendent may prescribe, and mast contain 
a full abstract of the general accounts of the bank and show under ap-
propriate heads the resources and liabilities of the bank. A condensed 
form of each report must be published in the newspapers and proof of 
such publication is required to be made to the superintendent. The 
superintendent also has power to call for special reports whenever he 
considers that such reports are necessary. (Laws of 1927, ch. 89, sec. 
86; Banking Laws, 1927, sec. 86, p. 54 ). 

Penalty for receiving de-posits while bank is inr,ol~rer.t or for making 
false .statements or entries. 

Any person, or the members of any private bank, who receives 
deposits when such person or private bank is insolvent "or who sub-
scribes or makes any false statement, or. entries in the books of any 
such bank, or who knowingly subscribes or exhibits any false papers, 
with the intention of deceiving any person authorizing (authorized) to 
examine the condition of any bank provided for in this Act, or who wil-
fully subscribes or makes false reports to the Superintendent of Banks, 
shall be guilty of a felony, and shall be punishable by imprisonment 
in the State prison for a uerm not exceeding five (5) years." (Laws of 
1927, ch. 89, sec. 87; Banking Laws, 1327, sec. 87, p. 55 ). 

Pledging of assets. 

"Ho * * * banker * * * shall, except as otherwise authorized by 
law, pledge or hypothecate as collateral security for money borrowed, 
its assets in a ratio exceeding one and one half times the amount bor-
rowed. (except as otherwise authorized by the Superintendent)." (Laws of 
1927, ch. 89, sec. 99; Banking Laws, 1927, sec. 99, p. 58 ). 

Taxation of private banks. 

The laws of this state also contain detailed provisions cover-
ing the taxation of private banks. (Laws of 1927, ch. 64, sec. 1; 
Banking Laws, 1927, sec. 1 (2067), pp. 78 and 79 ). 
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IE3BRASKA. 

Banking "business may only "be transacted by corporations* 

The laws of this State provide that the "business of "banking may 
only be transacted by corporations duly.organized for that purpose. The 
provisions in this connection read as follows: 

"The department of trade and commerce shall have general super-
vision and control of "banks and banking under the laws of this state and 
no person or persons shall be permitted to engage in or transact a bank-
ing business save corporations having complied with the provisions of 
this article." (Corap. Stat, of Nebraska, 1922, sec. 7982; Banking Laws, 
1929, sec. 7982, p. .3 ). 

"It shall be unlawful for any corporation, partnership, firm or 
individual to engage in or transact a banking business within this state, 
except by means of a corporation duly organized for such purpose under 
the laws of this state." (Comp. Stat, of Nebraska, 1922, sec. 7984; 
Banking Laws, 1929, sec. 7984, p. 3 ). 

NEVADA. 

Private banking business mast be licensed; provisions of bank act applicable. 

In order to engage in the business of banking in this State a 
private banker must obtain a license to do so and is subject "as far as 
may be" to the provisions of law covering incorporated banks. 

Necessity for license. 

"No individual, *** banking firm, *** company, *** shall engage 
in the banking business In this state without first obtaining from the 
bank examiner a license in the form presented by him, authorizing such 
individual, firm, *** company, *** to use the name and transact the 
"business of a bank; ***" (Act of March 22, 1911, sec. 47; Banking Laws, 
1930, sec. 47, p. 16 ). 

Subject to supervision and control of State banking board and bank 
examiner; bank act made applicable^ 

"Ih© state board of finance, sitting as the Nevada state bank-
ing board, shall have, in connection with the state bank examiner, 
supervision and control of banks and banking in this state, and no per-
sons, firms, associations, or corporations, shall be peri]ri.tte£. to engage 
in the banking business in this state, savb in compliance with this 
(bank) act." (Act of March 22, 1911, sec. 49, as t amended by Laws of 
1919, p. 285; Banking Laws, 1930, sec. 49, p. 16 )>. The laws also 
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provide that "All of the provisions of this (bank) act shall he applica-
ble as far as may he to individuals, firms, or associations, as well as 
to corporations." (Act of March 22,- 1911, sec. 8; Banking Laws, 1930, 
sec. 8, p, 6 ). 

Definition of words used in hank act. 

"The words 1 corporation,' 'hanking corporation,1 'bank*, 1 trust 
company,1 or 'banker*, as used in this (bank) act, shall refer to and 
include banks, savings banks, and trust conroanios, individuals, firms, 
associations, and corporations of any character conducting the business 
of receiving money on deposit or otherwise carrying on a banking or 
trust company business, except as herein specially provided." (Act of 
March 22, 1911, sec, 75; Banking Laws, 1927, sec* 75, p. 23 ). 

HEW HAMPSHIRE. 

Private banks subject generally to banking and taxation laws. 

The laws of this State provide that "Every association or part-
nership formed for the purpose of loaning money or dealing in money, re-
ceiving deposits, buying or selling exchange or transacting such other 
business as is usually transacted by banks, shall be a bank for the gen-
eral purposes of this title and for taxation. The clerk or cashier of 
every such bank shall make the same returns to towns where its stock-
holders reside as the cashiers of other banks are by law required to 
make." (Public Stats., ch. 164, sec. 5; Public Laws, 1926, ch. 260, 
sec. 24; Banking Law Pamphlet, 1929, ch. 261, sec. 24, p. 9 ). 

"This title" (XXVI) is that portion of the laws of Hew Hampshire 
relating to and covering the operation of banks, savings banks, and 
trust companies; and, apparently,the provision above quoted recognizes 
a private banking business, but requires such business to be conducted 
in accordance with, the provisions of the laws relating to incorporated 
banking institutions and the taxation thereof, in so far as it is pos-
sible generally so to do. In addition, the laws contain certain provi* 
sions which are specifically applicable to private banks. These pro* 
visions are set out below. 

Owners deemed stockholders; capital for taxation purposes. 

"Every person owning any portion of the funds employed in any 
private bank shall be deemed a stockholder therein. The average amount 
of the capital of such private bank during the preceding year shall be 
the capital of such bank subject to taxation as stock." (Public Stats., 
ch. 164, sec. 6; Public Laws, 1926, ch. 260, sec. 25; Banking Law Pam-
phlet, 1929, ch. 260, sec. 25, p. 9). 
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Liability of stockholders> 

"The stockholders of any private bank shall be liable as part-
ners for all the debts and obligations of the bank." (Public Stats.« 
ch. 164, sec. 7; Public Laws, 1926, ch. 260, sec. 26; Banking Law Pam-
phlet, 1929, ch. 260, sec. 26, p. 9). 

Prohibition against advertising or transacting business as savings bank. 

No person, partnership or association, "except savings institu-
tions incorporated in this state", can make use of any sign or other 
form of advertising indicating that the place of business or business 
carried on is that of a savings bank, or "receive deposits and transact 
business in the way or manner of a savings bank, or in such a way or 
manner as to lead the public to believe, or, in the opinion of the com-
missioner, might lead the public to believe", that the business is that 
of a savings bank. (Laws of 1907, ch. 112, sec. 2; Public Laws, 1926, 
ch. 261, sees. 53-55; Banking Law Pamphlet, 1929, ch. 261, sees. 53-55, 
p. 18). 

Examination to ascertain whether above provision is being violated. 

"The commissioner shall have the authority to examine the 
accounts, books and papers of any ***, person, partnership or associa-
tion which makes a business of receiving money on deposit in order to 
ascertain whether they have violated" the provisions last above re-
ferred to, and a penalty is prescribed for any such violation. (Laws 
of 1907, ch. 112, sec. 3; Public Laws, 1926, ch. 261, sees. 56 and 57; 
Banking Law Pamphlet, 1929, ch. 261, sees. 56 and 57, p. 19). 

Recovery of penalty and injunction to restrain further prosecution of 
business. 

"Any violation of *** (such) provisions *** shall forthwith 
be reported by the commissioner to the Attorney General; and the for-
feiture may be recovered by an information or other appropriate pro-
ceeding brought in the superior court in his name. Upon such informa-
tion or other proceeding the court may issue an injunction restraining 
such person, partnership, *** from further prosecution of its business 
within this state during the pendency of such proceeding or for all 
time, and may make such other order as justice may require." (Laws 
of 1907, ch. 112, sec. 3; Public Laws, 1926, ch. 261, sees. 58 and 59; 
Banking Law Pamphlet, 1929, ch. 261, sees. 58 and 59, p. 19). 

Treasurer of savings bank shall not carry on private banking business. 

11 ITo treasurer or person acting as treasurer of a savings 
bank shall carry on or be engaged in the business of private bank-
ing, or shall suffer such business to be carried on in the office 
of the ban#', and if any person violates these provisions "he shall 
be fined not more than one thousand dollars, or imprisoned not more 
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than one year or "both". (Publiq Laws 1926, ch. 261, sees. 4 and 5.). 

NEW JERSEY 

Penalty for carrying on banking business without authority. 

"No individual, association of individuals, partnership or 
joint stock association, shall engage in the business of banking, 
except under and in accordance 'with the provisions of this act, un-
less possessed of unencumbered assets of at least fifty thousand dol-
lars, and that any such individual, association of individuals, part-
nership or joint stock association and the individual members thereof, 
who shall violate the provisions of this act and carry on the business 
of banking without authority, shall be guilty of a misdemeanor, and 
upon conviction thereof shall be punished by a fine not exceeding 
five thousand dollars, or by imprisonment at hard labor for a term 
not exceeding seven years, or both." (Laws-of 1925, ch. 189, p, 
454; Como. Stat, of If. J., Supplement, 1925-1930, Sec. 17-44.). 

Private banker must be a citizen of the United States and at least 
one member of the firm mast reside in State. 

"No individual or individuals shall engage in the busi-
ness of banking who are not citizens of the United States, and no 
individual, association of individuals, partnership or joint stock 
association, shall engage in the business of banking within this 
State unless one or more of the persons so engaged shall be residents 
in and inhabitants of this State, and for every violation of the 
provisions of this section, the person or persons so offending 
shall be deemed guilty of a misdemeanor, and upon conviction there-
of shall be liable to a fine of not more than one thousand dollars, 
and in all reports that shall be made by such individual, associa-
tion of individuals, partnership or joint stock association, the 
full names and places of residence of each of the persons so interest-
ed shall be fully set out." (Laws of 1925, ch. 189, p. 454; Comp. 
Stat, of I. J., Supplement, 1925-1930, Sec. 17-47.). 

Insolvency, etc.; commissioner may apply for injunction or receiver. 

In case it appears from any report made by or any exam-
ination of any private bank that such bank is insolvent or is 
unable to pay its obligations as they severally mature, or is 
unable to pay its depositors the money held by it on deposit when-
ever Called upon so to do, or shall suspend its ordinary business 
for want of funds to carry on the same, or shall not be possessed 
of unencumbered assets of at least fifty thousand dollars in ex-
cess of its liabilities, the commissioner, or any creditor of the 
bank, may apply "to the chancellor" for an injunction or the appoint-
ment of a receiver. If after a hearing, it appears to the chancellor 
that the private bank is insolvent, or is not able to resume business 
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with safety to the publid tod &&#jlltkge td the creditors, or is 
not possessed of unencumbered assets of at least fifty thousand 
dollars in excess of its liabilities, the chancellor may issue an 
injunction to restrain such private hank from further carrying on 
"business, and if insolvent, from collecting or receiving any debts, 
or from paying out, selling, assigning or transferring any of the 
assets, moneys, funds, lands, tenements or effects belonging to it, 
until the court otherwise orders. (Laws of 1925, ch. 189, p. 455; 
Comp. Stat, of IT. J., Supplement, 1925-1930, Sec. 17-48.). 

Certificate of authority necessary to engage in business; examination 
by commissioner. . 

"Ho individual, association of individuals, partnership 
or joint stock association shall engage in the business of bank-
ing in this State unless authorized thereunto by the commissioner 
of balking and insurance by his certificate to that effect, and 
such certificate shall not be made or issued by the said commis-
sioner until after the said individual, association of individuals, 
partnership or joint stock association, shall have made to him the 
report or reports required by this act; and not until after the 
said commissioner of banking and insurance, or some person appoint-
ed by him, shall have made an examination of the affairs and finan-
cial condition of such individual, association of individuals, 
partnership or joint stock association, from which it shell appear 
to said commissioner that he or they are then solvent and able to 
pay his or their debts at maturity, and are possessed of unencumber-
ed assets of at least fifty thousand dollars in Excess of his or 
their liabilities; provided, the commissioner of banking and insur-
ance may refuse to issue such certificates of authorization if in 
his judgment the interests of the public would be best subserved 
by such refusal;" (Banking Laws of 1925, ch. 189, p. 456; Comp. 
Stat, of II. J. , Supplement, 1925-1930, Sec. 17-51.). 

Advertisements indicating banking business. 

11 that no individual, association of individuals, partner-
ship or joint stock association, not authorized under this act to 
do a banking business, shall make use of any office sign at the 
place where his or their business is transacted, having thereon 
any artificial or corporate name or other word or words indicat-
ing that such place or office is the place or office of a bank, 
nor in any manner advertise that he or they are engaged in a bank-
ing business, nor make use of or circulate any letterheads, bill-
heads, blank notes, blank receipts, certificates, circulars or any 
written or printed or partly written and partly printed paper what-
ever, having thereon any artificial or corporate name or any other 
word or words indicating that his or their business is that of a 
bank." (Laws of 1925, ch. 189, p. 456, Comp. Stat, of H. J., 
Supplement 1925-1930, Sec. 17-51.). 
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HEW MEXICO . 

Provisions of "bank act" made applicable to "individuals and co-
partnerships." 

The laws of this State provide that "This act shall be known 
as the 'Bank Act1 and shall be applicable to all corporations, in-
dividuals and copartnerships specified in the next section, except as 
hereinafter specifically excepted." (Laws of 1915, ch. 67, sec. 1; 
Hew Mexico Stats. Ann., 1929, sec. 13-101; Hew Mexico Bank Code, 1929, 
sec. 1, p. 5.). The "next section" referred to sets out that "The 
word 1 Bank' as used in this (bank) act includes every person, firm, 
coraoany, copartnership or corporation, except national Banks, en-, 
gaged in the business of banking in the State of Hew Mexico." (laws 
of 1915, ch. 67, sec. 2; Hew Mexico Stats. Ann., 1929, sec. 13-102; 
Hew Mexico Bank Code, 1929, sec. 2, p. 5). The bank act provides 
further that "Then by the provisions hereof anything is required 
to be done by any incorporated bank, or other corporation, carry-
ing on a banking business under any of the provisions of this act, 
or by the Board of Directors of any such incorporated bank or cor-
poration, or any officer, director or employee thereof, or their 
right or power to do a specific act is denied, the same act shall 
be done, or not, as the case may be, by individuals or copartners 
engaged in the banking business." (Laws of 1915, ch. 67, sec. 7; 
Hew Mexico Stats. Ann., 1929, sec. 13-107; Hew Mexico Bank Code, 
1929, sec. 7, pp. 5 and 6.). 

It would appear, therefore, that these provisions have 
the effect of subjecting persons, firms, copartnerships and unin-
corporated banks to the same provisions as are made applicable to 
incorporated banks. In addition the bank act makes the following 
requirements specifically applicable to private banks: 

Private bankers engaged in other business in addition to that of bank-
ing; capital required; separation of capital; payment of creditors; 
manner of keeping books; bank act requirements covering reserves, de-
posits, investments, etc., made applicable. 

"All persons, (and) co-partnerships * * * engaged in busi-
ness, a portion only of which is banking, shall set apart and keep 
separate so much capital for banking as may be necessary for conduct-
ing a bank * * *. The capital so set apart and the assets of said 
bank or banking department shall be first applicable to the payment 
of the creditors thereof, as distinguished from the general credit-
ors of the persons, (or) co-partnerships * * * conducting the same. 
Every person, (or) co-partnership * * * so carrying on a banking 
business in connection with any other business shall keep separate 
books of account for each banking "business, and shall be governed 
as to all deposits, reserves, investments and transactions relating 
to such banking business, by the provisions of this act provided for 

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



- 56- X-6812 

the control of such banking busineeB» and with respect to said, bank-
ing business or banking depar'tifl*ii|. bhall be subject to all the pro-
visions Of this act." (taws of 1915, ch. 37, sec. 9; Hew Mexico 
Stats. Ann., 1929, sec. 13-109; Hew Mexico Bank Code, 1929, sec. 
9, p. 6.). 

Certified statement as to capital stock, names and residences of co-
partners, amount of capital owned by each. 

The bank act provides that "any individual or co-partnership 
desiring to conduct a banking business shall file in the office of the 
State Bank Examiner and of the State Corporation Commission a similar 
statement" as that filed by a corporation. The laws with reference to 
the statement filed by a corporation provide that "As soon as ten per 
cent of the capital stock and surplus of the corporation shall be ful-
ly paid in cash, a copy of the by-laws of said bank and the oaths of 
its directors shall be filed in the office of the State Bank Examiner 
and of the State Corporation Commission, together with a statement 
executed on behalf of the corporation and sworn to by its president, 
and cashier or secretary, certifying: the full amount of the entire 
capital stock of said corporation subscribed; the names and residences 
of the officers, directors and stockholders of said corporation; the 
amount of stock owned by each, and the fact that such corporation will 
be fully prepared to transact the business for which it was organized., 
upon the payment in cash of the remaining ninety per cent of the cap-
ital stock and surplus." (Laws of 1929, ch. 131, sec. 5; Mew Mexico 
Stats. Jinn., 1929, sec. 13-113; Hew Mexico Bank Code, 1929, sec. 13, 
p. 7 ). 

Word "State" may not be used as part of title. 

"Individuals and co-partners engaged in banking shall not 
use the word 1 State' as part of the name of the banking business." 
(Laws of 1919, ch. 120, sec. 4; New Mexico Stats. Ann., 1929, sec. 
13-114; Hew Mexico Bank Code, 1929, sec. 14, p. 8). 

Ownership of stock by co-partners. 

"Co-partners conducting a bank shall each own at least ten 
per cent" of the stock of the firm. (Laws of 1929, ch. 131, sec. 6; 
Hew Mexico Stats. Aim., 1929, sec. 13-117; Hew Mexico Bank Code, 1929, 
sec. 17, p. 9). 

Oath required of owners. 

Every owner of an unincorporated bank, actually engaged in 
its management, shall annually make an oath that he will diligently 
and honestly administer the affairs of the bank; that he will not 
knowingly violate, nor willingly permit to be violated, any provision 
of the law; and that he is the owner in good faith of the required 
amount of capital and that this capital is not pledged or incumbered. 
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fhe State Bank Examiner furnishes blanks for such oath and within 
twenty days after execution it must be filed with the State Bank 
jbcaminer. (Laws of 1919, ch; 120; sec. 8; Mew Mexico Stats. Ann., 
1929, sec. 13-119; Hew Mexico Bank Code, 1929, sec. 19, p. 9.). 

Penalty for failure to comply with provisions re oaths. 

"Every bank failing to comply with the provisions of this 
section (regarding oaths) shall pay to the State Bank Examiner a 
penalty of Five Dollars for each day's delay." (Laws of 1919, ch. 
120, sec. 8; New Mexico Stats. Ann., 1929, sec. 13-119; Hew Mexico 
Bank Code, 1929, sec. 19, p. 9). 

Statement as to names and residences of owners and amount of stock held. 

"Every bank shall, within twenty days after the first Tuesday 
in January of each year, upon a form to be furnished by the State Bank 
Examiner, file with the State Bank Examiner a statement sworn to by * 
* * at least two owners of an unincorporated bank, disclosing the names 
and residences of all *** owners thereof, together with the amount of 
stock or interest held by each. In the event of any change in the * 
* * owners of any unincorporated bank, such changes shall within twenty 
days be likewise certified to the State Bank Examiner." (Laws of 1919, 
ch. 120, sec. 9; Hew Mexico Stats. Ann., 1929, sec. 13-122; Hew Mexico 
Bank Code, 1929, sec, 22, p. 10). 

Penalty for failure to comply with provisions re statement. 

* Every bank failing to comply with the provisions of * * * 
(the) section (last above quoted) shall pay to the State Bank Examiner 
a penalty of Five Dollars for each day's delay." (Laws of 1919, ch. 
120, sec. 9; Hew Mexico Stats. Ann., 1929, sec. 13-122; Hew Mexico 
Bank Code, 1929, sec. 22, p. 10 ). 

Meetings of owners; examination of books, records, etc., required. 

"The board of directors or owners of every bank shall hold 
regular meetings once each month. Failure on the part of any director 
without good cause to attend three consecutive meetings shall be ground 
for his removal by the #State Bank Examiner. At not less than two of 
said meetings during each year, which meetings shall be at least five 
months apart, the board of directors or an auditing committee con-
sisting of at least two members of the board of directors shall make 
a thorough examination of the books, records, funds, securities and. 
other property held or owned by the bank, and shall enter upon their 
minutes the result of such examinations and a certified copy of such 
entry shall within twenty days from the date thereof be filed with 
the State Bank Examiner." (Laws of 1929, ch. 131, sec. 7; Hew Mexico 
Stats. Ann., 1929, sec. 13-123; Hew Mexico Bank Code, 1929, sec. 23, 
P. 10 ). 
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Penalty for failure, to make attbil examination. i i i l i 1 ' ' ii 11 ii il 

If the own.ors of any bank fail to ma-re or cause to "be made 
an examination of the books, records, funds, securities and other 
property held or owned by the bank, each of auch owners is personally 
liable to a penalty of fifty dollars for every such failure. If this 
penalty is not paid within thirty days after demand therefor, the 
State Bank Examiner mast institute civil proceedings to recover the 
same, Ho owner can be reimbursed out of the funds of the bank on 
account of any penalty paid, nor can any penalty be paid out of the 
funds of the bank. (Laws of 1929, ch. isi, sec. 7; New Mexico Stats. 
Ann. , 1929, sec. 13-123; New Mexico Bank Code, 1929, sec. 23, p. 10). 

Endorsement of paper of borrower by owner. 

Ho owner in an unincorporated bank can become endorser for 
any person, firm or corporation borrowing money therefrom, nor can 
any note or obligation of such owner be considered as an asset of 
the bank. (Laws of 1919, ch. 120, sec. 20; New Mexico Stats. Ann., 
1929, sec. 13-136; New Mexico Bank Code, 1929, sec. 35, p. 15). 

Declaration of dividend; surplus fund required. 

The owners may semi-annual1y declare a dividend of so much 
of the net profits of the bank as has been actually earned and col-
lected; but every bank must before the declaration of a dividend, 
carry one-fifth of its net profits for the preceding half year to 
its surplus fund until it amounts to fifty per centum of its capital 
stock, and such surplus must thereafter be maintained unless impaired 
by unavoidable losses. (Laws of 1929, ch. 131, sec. 11; New Mexico 
Stats. Ann., 1929, sec. 13-146; New Mexico Bank Code, 1929, sec. 45, 
p. 17 ). 

NET TOBK 

The laws of this State provide that if a private banker 
executes and has accepted by the superintendent of banks a certain 
affidavit, the required contents of which are hereinafter set forth, 
such banker is exempted from certain other provisions of law. The 
provisions covering such banker are digested immediately below. 

A private banker who has not executed and had accepted by 
the superintendent the so-called exemption affidavit is subject, in 
addition to the provisions set out immediately below, to certain other 
provisions. These additional provisions are digested separately and 
follow after the provisions covering private bankers of the class 
first above referred to. 

Definition of private banker. 

"The term, 'private banker', when used in this chapter, 

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



ik 69 - X-6812 

"means an individual, who, by himself, or as a member of a partnership 
or unincorporated association other than an unincorporated erpress 
company having a contract with a railroad company or railroad companies 
for the operation of an express Service upon the lines thereof, is en-
gaged in the business of receiving deposits subject to check or for 
repayment upon the presentation of a pass book, certificate of deposit 
or other evidence of debt, or upon the request of the depositor, or in 
the discretion of such individual, partnership or unincorporated as-
sociation; of receiving money for transmission; of discounting or ne-
gotiating promissory notes, drafts, bills of exchange or other evi-
dences of debt; of buying or selling exchange, coin or bullion; or 
is engaged, in the business of transacting any part of such business. 
The term, 'private banker', when so used, shall include the executor or 
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administrator of a deceased private banker and a partnership or unin-
corporated association of private bankers." (Banking Law , sec. 2 ). 

Classes of private bankers covered by provisions. 

The laws of this State provide that the provisions applicable 
to private bankers, "except as hereinafter further limited, shall ap-
ply to every private banker engaged in the business of private banking 
in the States 

"1. Who makes use of the word, 'bank,' 'banker, * 'banking* or 
any derivative or compound of any such word or any words in a foreign 
language having the same or similar meanings, in or on any sign or 
any passbook, check, receipt, note, stationery, billhead, certificate, 
blank, form, pamphlet, circular or newspaper or other advertising matter 
or ,fho solicits deposits by means of signs or other advertising; or 

"2. Who pays or credits interest, or pays, credits or gives 
any bonus or gratuity or any thing of value, except on certificates 
of deposit actually outstanding at the time this act takes effect, 
to any depositor on any deposit balance of less than seven thousand 
five hundred dollars, if such deposit balance is that of any depositor 
resident in the United States who does not have with such banker dur-
ing the period in respect of which interest is so paid or credited, 
an average daily credit balance or securities of an average daily 
market value, together exceeding seven thousand five hundred dollars; 
provided the aggregate amount of such deposit balances on which interest 
is so paid or credited exceeds two per centum of the total deposits of 
such private banker; or 

"3. Who receives money on deposit for safekeeping or for any 
other purpose (other than for transmission to others) in such sums 
that the average of all the separate deposits so received by such 
private banker from all depositors during any twelve months' period 
(or for such period, if less than twelve months, that such private 
banker has been engaged in such business) is less than one thousand 
dollars. * * * ; or 

"4. Who receives from any person at any one time money for 
transmission to others in any manner whatsoever in amounts of less 
than five hundred dollars, provided, however, that any private bank-
er may, without thereby becoming subject to the provisions of this 
article, sell letters of credit, bankers' checks, travellers' checks, 
bills of exchange, draftp or other similar documents or may make 
cable transfers in amounts of less than five hundred dollars, if he 
has deposited and shall keep on deposit with the superintendent of 
banks interest bearing stocks or bonds of the United States or of 
this state or of any city, county, town, village or free school 
district in this state authorized by the legislature to issue the 
same, in a principal amount equal to one hundred thousand dollars. 
* * * ". (Banking Law , sec. 150 ). 
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Business not to be begun wl thout^i i thdrlzat i .on c e r t i f i c a t e of 
superintendent of banks. • * ••• - ' 

Hone of the business comprised i n the above d e f i n i t i o n of a 
private banker s h a l l be carr i ed on by any " i n d i v i d u a l , par tnersh ip 
or unincorporated association" u n l e s s an a u t h o r i z a t i o n c e r t i f i c a t e i s 
granted by the superintendent of banks. (Banking Law y s e e . 1 5 0 - a ) . 

Procedure to obtain a u t h o r i z a t i o n c e r t i f i c a t e . 

Every private banker or other individual, partnersh ip or un-
incorporated association seeking to engage in business as a p r i v a t e 
banker must submit to the superintendent of banks a verified cer-
tificate in duplicate v/hicli shall state: 

"1. The full name, residence and post office address of such 
individual or of each member of,such partnership or unincorporated 
association. 

"2. The state, or country, of which each individual named 
in such affidavit is a citizen. 

"3. The amount of permanent capital such individual, partner-
ship or unincorporated association has kept invested in his business 
as a private banker or has deposited in cash to be invested in such 
business which shall be not less than the amounts hereinafter specified 

"(a) Fifteen thousand dollars if"the place where the 
business is to be transacted is an incorporated or unincor-
porated village having a population which does not exceed 
two thousand; 

"(b) Twenty-five thousand dollars if the place where 
tiiu business is to be transacted is incorporated or un-
incorporated village having a "ncpuiation of two thousand or 
more and less thau ten thousand; . 

"(c) Fifty thousand dollars if the place where the 
business is to be transacted is an incorporated or unin-
corporated village or a city having a population of ten 
thousand or more and loss than thirty thousand; 

"(d) One hundred thousand dollars if the place where 
the business is to be transacted is a cit^ having a pop-
ulation of thirty thousand or more, 

"4. The place at which such business is to be transacted. 

"5. If such private b inker is engaged in business as a pri-
vate banker in a city the population of which exceeds one hundred and 
seventy-five thousand, the amount of deposit balance upon which such 
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private "banker pays or credits interest or pa/8, credits or gives any 
"bonus or gratuity or anytMhg of ̂ alue to a deposi tor and the average 
of the separate deposits of such private "banker since January first, 
nineteen hundred thirty, or for a period of twelve months immediate-
ly preceding the date of such verified certificate, exclusive of div-
idend checks, coupons or. other small collection items collected "by 
such private "banker for customers in the ordinary course of "business 
in; or, if the applicant lias not already engaged in such "business, 
said certificate shall state the minimum deposit balance upon, which 
such applicant proposes to pay or credit interest or to pay, crcdit 
or sive such bonus or gratuity, or thing of value. •• 

"Such certificate shall be verified by such individual or by 
one or more members of a partnership or unincorporated association, 
in the discretion of the superintendent, upon a form prepared by the 
superintendent of banks, which shall state that the affiant or affiants 
have read such certificate and that the facts therein stated are true." 
(Banking Law , sec. 151). 

When the superintendent receives the verified certificate, 
he must ascertain whether the character, responsibility and general 
fitness of the person or persons named in such certificate are such 
that the business of the proposed private banker Mil be honestly and 
efficiently conducted and whether the public convenience and advant-
age will be promoted by allowing such proposed banker to engage or 
continue in business. The superintendent is also required to ascer-
tain whether the facts stated in the certificate are true in case 
the private banker has not submitted with it the so—called exemption 
affidavit or such affidavit has been refused by the superintendent. 
After the superintendent lias satisfied himself that it is expedient 
and desirable to permit such private banker to engage or continue in 
"business, he may approve the certificate and mast immediately give 
notice of the approval to the private banker. (Banking Law , sec. 
23 ). 

Revocation of authorization certificate or license by superintendent: 
effect of. 

"If at any time the superintendent shall be satisfied that any 
private banker * * * is violating any of the provisions of this 
chapter, or is conducting its business in an unauthorized or unsafe 
manner, or is in an unsound or unsafe condition to transact its busi-
ness, or can not with safety and expediency continue business, the 
superintendent may, * * * notify the holder of such authorization 
certificate or license that the same is revoked." (Banking Law, 
sec. 29 ) It is also provided that "Whenever the superintendent 
shall have revoked his authorization of any such private banker, 
and shall have taken the action to make such revocation effective 
specified in section twenty-six of this chapter (section twenty-
six provides for the revocation of the superintendent's acceptance 
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of the affidavit entitling private bankers to certain exemptions, 
and this section and the seption covering the exemption affidavit 
ate Set out hereinafter), all the rights and privileges of such 
banker, resulting from such preceding authorization, shall forthwith 
cease and determine." (Banking Law , sec. 158). 

Conditions precedent to transacting business* 

Ho private banker can engage or continue in business until (a) 
the amount of permanent capital required by law is invested in the 
business, or is deposited in cash to be so invested, and (b) the 
superintendent of banks has issued an authorization certificate and 
has filed such certificate in his office. (Banking Law , sec. 152.) 
When the authorization certificate has been issued and filed by the 
superintendent of banks, a private banker is subject to all of the 
provisions relating to private bankers. (Banking Law , sec. 152). 

Permanent unimpaired capital mast be maintained; if impaired, 
superintendent may issue order to make deficiency good. 

Every private banker mast keep unimpaired in his banking 
business the amount of permanent capital specified in the verified 
certificate. (Banking Laws, sec. 154). Whenever it appears to the 
superintendent that the capital has been reduced below the require-
ments of law, he may issue an order directing that such deficiency 
be made good immediately or within a time specified in such order. 
(Banking Law , sec. 56), 

Capital may be increased or decreased. 

"From time to time, with the written approval of the super-
intendent and upon good cause shown, such permanent capital may be 
increased or decreased." (Banking Law , sec. 154). 

Segregation of investment of capital and deposits. 

"All securities, property and the evidences of title thereto, 
in which the permanent capital of and the deposits with any such pri-
vate banker have been invested shall be segregated and kept separate 
and apart from all other property and assets of such private banker." 
(Banking Law , sec. 155 ). 

Reserves required against deposits. 

Every private banker is required to maintain total reserves 
against deposits in the following amounts (Banking Law , sec. 157 ): 

18 per cent of demand deposits if located in a borough having 
a population of 1,500,000 or over; and at least 12 per cent of such 
deposits shall be maintained as reserve on hand. 
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\ 15 per cent of demand flefolsits if located in a "borough of 
1,000,000 and. less than 1,500,000 population and with no office in 
a "borough of 1,500,000 or over} and at least 10 per cent of such 
deposits shall "be maintained as reserves on hand. 

12 per cent of demand deposits if located elsewhere in the 
state; and at least 4 per cent of such deposits shall "be maintained 
as reserves on hand. (Banking Law , sec. 112 ). 

Failure to maintain required reserves; penalties; superintendent may 
issue order to make deficiency good. 

If any private "banker fails to maintain the required reserves, 
"the superintendent shall levy an assessment upon it during such period 
as any encroachment upon its total reserves amounting to one per centum 
or more of its aggregate demand deposits shall continue", at certain 
prescribed rates. (Banking Law , sees. 30 and 157 ). The superintend-
ent is given power, where a private "banker refuses or fails to pay any 
such assessment or any penalty or forfeiture incurred under any pro-
vision of law, or where he violates any prohibition of law, to "report 
the facts to the Attorney General, who shall thereupon, in the name of 
the superintendent, institute such action or proceeding as the facts 
may warrant" against such private "banker. (Banking Law , sec. 31 ), 
The superintendent is also given power, whenever it appears to him 
"that either the total reserves or reserves on hand of any such * * * 
private banker * * * are "below the amount * * * required "by law to "be 
maintained, or that such * * * "banker is not keeping its reserves on 
hand" to issue an order "directing that such * * * "banker make good 
such reserves forthwith or within a time specified in such order, or 
that it keep its reserves on hand" as required "by law. (Banking Law , 
sec. 56 ). 

Reports of condition required. 

"It shall be the duty of the superintendent to require all * * 
* private bankers * * * to make to him * * * regular periodical reports 
of their condition * * * and he shall prescribe the form and contents 
of all such reports. In addition to such regular reports he may re-
quire any such * * * banker * * * to make special reports to him at 
such times and in such form as he may prescribe, and may direct that 
such special reports be verified and prescribe the form of the verifica-
tion. 

"He shall at least once in every three months, designate some 
day therein in respect to which * * * every such private banker * * * 
(except such as have obtained certain exemptions through the filing 
of the affidavit hereinafter set forth ) shall report to him, and he 
shall serve a notice designating such day." (Banking Law , sec. 42 ), 
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Examinations may be made by superintendent. 

All private 'bankers engaged in business in cities or elsewhere 
in the State, from and after July 31, 1930, "shall be subject at all 
times to full and complete examinations by the superintendent or by his 
deputies, examiners or employees when duly authorized." (Banking Law , 
sec. 150-a). 

Ucunber of examinations required. 

"The superintendent shall, either personally or by his deputies 
or examiners, at least twice in each year visit and examine * * * 
every private banker" subject to the provisions of law relating to 
private bankers, except such as have obtained certain exemptions 
through the acceptance by the superintendent Of the affidavit herein-
after set forth. Private bankers who have had this affidavit accepted 
are only subject to examination once during each year. The superin-
tendent is given power to examine private bankers "whenever, in his 
judgment, such examination is necessary or expedient. 

"On every such examination inquiry shall be made as to the 
condition and resources of such * * * , banker * * * the mode of 
conducting and managing its affairs, * * *, the investment of its 
funds, the safety and prudence of its management, the security 
afforded to those by whom its engagements are held, and whether the 
requirements of its charter and of law have been complied with in the 
administration of its affairs; and as to such other matters as the 
superintendent may prescribe. 

"The superintendent may also either personally or by his 
deputies or examiners, make such special investigations as he shall 
deem necessary to determine whether any individual, copartnership, 
unincorporated association * * * is violating, or has violated any 
of the provisions of this chapter; and to the extent necessary to 
make such determination the superintendent shall have the right to 
examine the relevant books, records, accounts, and documents." 
(Banking Law , sec. 39). 

Penalty for refusal to •permit examination. 

A penalty is imposed for the refusal of a private banker to 
permit an examination or investigation of its affairs. (Banking Law , 
sees. 38 and 150-a). 

Unlawful or unsafe practices: superintendent may issue order to discontinue. 

"Whenever it shall appear to the superintendent that *** 
any private banker * * * has violated its charter or any law, or 
is conducting its business in an unauthorized or unsafe manner, he 
may issue an order directing the discontinuance of such unauthorized 
or unsafe practices and requiring the delinquent to appear before him, 
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"at a time and place fixed in said order, to present any explanation 
in defense of the practiced directed in said order to be discontinued." 
(Banking Law , sec. 56). 

Business of delinquent banker may "be taken over by superintendent; 
and examinati ons may be made. 

"The superintendent may forthwith take possession of the 
business and property of * * * any private banker * * * whenever it 
shall appear that such * * * banker: 

1. Has violated its charter or any law; 

2. Is conducting its business in an unauthorized or unsafe 
manner; 

3. Is in an unsound or unsafe condition to transact its 
business; 

4. Cannot with safety and expediency continue business; 

5. Has an inpairment of its capital; 

6. Has suspended payment of its obligations; 

7. Has neglected or refused to comply with the terms of a 
duly issued order of the superintendent; 

8. Has refused, upon proper demand, to submit its records 
and affairs for inspection to an examiner of the banking department; 

9. Has refused to be examined upon oath regarding its 
affairs." (Banking Law , sec. 57). 

The superintendent, after he has taken possession of the 
property and business Of a private banker, may make examinations 
and institute Or con time inquiries until such banker resumes busi-
ness or is finally liquidated in accordance with law. (Banking 
Law , sec. 39). 

Circumstances under which possession of superintendent may terminate* 

"When the superintendent shall have do?.y taken possession of 
such * * * private banker * * *, he may hold such possession until 
its affairs are finally liquidated by him, unless: (1) he shall have 
permitted, such * * * banker to resume business * * *; (2) the super-
intendent shall have been directed by order of the supreme court to 
surrender such possession * * *; * * *; (4) the depositors and other 
creditors of such banker * * * and the expenses of such liquidation 
shall have been paid in full." (Banking Law , sec. 58). 
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Superintendent may pertoit rflswngtlojft of business, 

"The superintendent may, upon such conditions as may tie approv-
ed by him, surrender possession for the purpose of permitting such 
* * * "banker * * • t o resume business.; but the superintendent shall 
not authorize any reduction of capital stock or capital as one of 
the terms of such resumption** (Banking Law * s e c . 61)» 

liquidation; various provisions in relation thereto. 

There are a number of detailed provisions with reference to 
the liquidation of the affairs of private bankers by the superintend-
ent of banks. These provisions provide for the appointment of 
special deputies, assistants, etc., by the superintendent to assist 
him, the payment of expenses, the procedure to obtain possession of 
pleadings, etc., in actions in which attorneys' liens are asserted, 
the notification to those holding assets of the private bank of the 
fact that the superintendent has taken possession of such bank and 
the effect of such notification, the inventory of assets, the dis-
position by the superintendent of property held by the liquidating 
banker as bailee or as depositary, the liquidation and conservation 
of assets, the deposit of moneys collected by the superintendent, 
the appearance in suits, and the execution of instruments, etc., by 
the superintendent on behalf of the liquidating banker, the proof 
of claims by creditors, the listing of claims by the superintend-
ent, the filing of objections to claims, the acceptance or refusal 
of claims by the superintendent, the effect of a lien on a judgment 
recovered by the superintendent after taking over a private banker, 
and the disposition of dividends to creditors. (Banking law , sect. 
62-75). 

Change of location. , 

• • v>x. v'\ \ ' 
A private banker may change the location of l̂ ie business with 

the permission of the superintendent of banks. (BatiriLng law * sees* 
50 and 159). 

Affidavit entitling private banker to certain exemptions; contents of; 
ex tent of exempt!ons. 

"Any: such private banker authorized by the superintendent 
to engage in such business, or who has appli3d for such authorization, 
may submit to the superintendent an affidcvr:Lb executed in duplicate 
and verified in the sajae manner as the (verified) certificate * * * 
upon a form to be furnished by the superintendent containing a state-
ment as follows; 

"1. If such private banker is engaged in business elsewhere 
than in a city having a population of on%hundred and seventy-five 
thousand or more, that such private banker has permanently invested 
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"in this state in his banking business immediately ^receding the date 
of such affidavit, a caoital over and above all his liabilities as 
such private banker at leafrt equal to the minirauifl required by" the 
verified certificate; or 

"2. If such private banker is engaged in business as a pri-
vate banker in a city having a population of one hundred and seventy-
five thousand or more: 

"(a) That such private banker has permanently invested in 
this state in his banking business immediately nrdeeding the date of 
such affidavit a capital of at least one hundred thousand dollars 
over and above all his liabilities as such private banker. 

"(b) That such private banker will not pay or credit or 
advertise to nay or credit any interest or pay, credit or give any 
bonus or gratuity whatever or anything of value to any depositor on 
a deposit balance with such private banker of less than five hundred 
dollars. 

"(c) That the average of the separate deposits * * * received 
by such private banker during the twelve months immediately preceding 
the date of such affidavit, for safekeeniig or for any other purpose, 
exclusive of dividend checks, coupons, or other small collection items 
collected by such private banker f or customers in the ordinary course 
of business, and also the average of the separate deposits received 
during such period for transmission to others, is three hundred dollars 
or more." 

After the date upon which the superintendent has accepted 
and filed in his office such affidavit, and until such acceptance is re-
voked by the superintendent, the provisions hereinafter set out do 
not apply to such private banker, but such banker is subject to all 
of the provisions above set out. "The superintendent may at any time 
in his discretion require any such private banker to file an affidavit 
containing a statement as above specified and as of a date fixed in 
said request." 

"In the event of the failure of such private banker so to do, 
or of the refusal of the superintendent to accept and file said affidavit 
all of the subsequent sections of this article (i.e., sections 1S1-175, 
inclusive) shall be applicable to such private banker". (Banking Law, 
sec, 160 ). 

Investigation by superintendent of statements made in affidavit; 
refusal or acceptance of affidavit. 

If, upon receipt by the superintendent of the affidavit above 
referred to, it fails to comply in form and substance with the require-
ments set out above, "he shall refuse to file it for examination until 
the defect or defects therein shall have been remedied". If such 
affidavit complies, or has been so amended as to comply, in all respects 
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with the requirements tho superintendent shall, "by such investigation 
as he may deeii necessary* satisfy himself whether the facts stated 
in Such affidavit are true. If the facts are found to be untrue, 
the superintendent shall f&f&se to accept the affidavit* If the super-
intendent shall "be satisfied that the facts stated are true, he shall 
accept the affidavit and shall forthwith give notice of the acceptance 
to such private "banker. (Banking Law , sec. 25) • 

Revocation of acceptance of affidavit; effect of revocation. 

If at any time the superintendent has reason to believe that 
any private banker whose, affidavit he has accepted "is not keeping 
permanently invested in this state in his banking business the amount 
of capital specified in such affidavit, or, that such banker is pay-
ing or crediting or advertising to pay or credit any interest, or is 
paying, crediting or giving any bonus or gratuity whatever or any-
thing of value, on deposits of less than the amount stated in such 
affidavit, or that any material statement in such affidavit was in 
fact untrue, the superintendent shall forthwith institute such in-
vestigation as he shall deem necessary to ascertain the truth of such 
facts and may examine or cause an examination to be made into the. 
books, papers and affairs of such private banker so far as may be 
necessary for such purposes. If from such investigation or other-
wise the superintendent shall be satisfied that such banker is not 
keeping such capital so invested, or, that such banker is paying or 
crediting or advertising to pay or credit any interest, or is paying, 
crediting or giving any bonus or gratuity whatever or anything of 
value, on deposits of less than the amount stated in such affidavit, 
or that any material statement in such affidavit was in fact untrue, 
the- superintendent may, over his official signature, notify such 
private banker that the acceptance of such affidavit is revoked. 
Such notice shall be executed in triplicate and the superintendent 
shall transmit one copy to such private banker, attach another to 
the duplicate of such affidavit on file in his own office and file 
the third copy thereof in the county clerk's office in which the 
other duplicate of such affidavit has been filed." (Banking Laws, 
sec. 26). It is also provided that "Whenever the superintendent shall 
have revoked his authorization of any such private banker, and shall 
have taken the action to make such revocation effective specified in 
section twenty-six of this chapter (this is the section last above 
quoted) all the rights and privileges of such banker, resulting from 
such preceding authorization, shall forthwith cease and determine." 
(Banking Law , sec. 158). 

Additional Provisions Applicable To A Private Banker Who Has Not Executed 
The So-called Exemption Affidavit. 

Investment of permanent, capital and deposits ̂  

"Every such private banker may, subject to the limitations 
and restrictions contained in this article, invest his permanent capital 
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"and the deposits received "by hint in feutih z'eal or personal securities, 
or real and personal property, consistent with safety and prudence 
of management as he may deem proper, provided the security afforded 
depositors is not imperiled "fry such investments#* (Banking Law , sec# 
162). 

Prohibitions against investments or loans of capital and deposits# 

"So such private canker, however, Shall appropriate to his 
own use or lend to any person or persons with whom he is associated as 
a partner, or invest in any business conducted by a partnership of 
which such private banker is a member, or lend directly or indirect-
ly to any corporation of which he is the legal or equitable owner to 
the amount of twenty-five per centum or upwards of the issued capital 
stock of such corporation, any part of his permanent capital or of the 
deposits received by him." (Banking Law , sec. 162). 

Real Estate and certain securities; when to be sold. 

"All real estate which shall hereafter be purchased or other-
wise acquired by any such private banker with his permanent capital 
or with money received by him on deposit or to whidh such private 
banker shall have taken title in connection with his business as 
such private banker, except that upon which his office is located, 
shall be sold within five years after taking title thereto; and all 
real estate so purchased or acquired, and held by such private bank-
er at the time when this act takes effect, except that upon which his 
office is located, shall be sold within five years after this act 
takes effect; unless upon his application the superintendent of banks 
shall, in either case, have extended the time within which such sale 
shall be made. 

"All such real estate and all registered securities and mort-
gages purchased by any such private banker with any part of his per-
manent capital or vd. th money received by him on deposit, or held by 
any such private banker on the date when this act takes effect, shall 
be sold within one year after such date unless prior to the expira-
ti on of such year, such real estate or registered securities or 
mortgages shall have, been recorded in the name of such private bank-
e r * * * (Banking Law , sec. 163), 

Restrictions on purchase of. and loans on real estate. 

; "No such private banker shall hereafter purchase with any 
part of his permanent capital or deposits received by him any real 
estate which is subject to a mortgage, lien or encumbrance; nor make 
a loan, directly or indirectly, upon the security of real estate if 
such real estate is subject to a prior lien or encumbrance and the 
amount unpaid upon such prior mortgage, lien or encumbrance or the 
aggregate amount unpaid upon all prior mortgages, liens and encuny-
brances exceeds ten per centum of the permanent capital of such 
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"private "banker, and, if the litiOunt secured, including all prior 
mortgages, liens and encumbrances, exceeds two-thirds of the value 
of such real estate." (Banking Law , sec. 164). 

Books and records; superintendent may issue order to keep properly. 

"Every such private "banker shall keep separate and complete 
"books of account in which shall be promptly entered the details of 
all "business transacted by him as such banker including statements 
in detail of the liabilities incurred by him as such banker and of 
the securities or property in which the permanent capital and the 
deposits received by him have been invested." (Banking Law , sec. 
165). 

Every private banker is required to keep his books and records 
in such manner as the superintendent may direct (Banking Laws, sec. 
165), the superintendent being authorized to "issue an order requir-
ing such * * * banker * * * or the officers thereof or any of them, 
to open and keep such books or accounts as he may in his discretion, 
determine and prescribe for the purpose of keeping accurate and con-
venient records of the transactions and accounts of such * * * bank-
er" whenever it appears to him that any private banker, except those 
who have had accepted the so-called exemption affidavit, "does not 
keep its books and accounts in such manner as to enable him readily 
to ascertain its true condition." (Banking Law , se6. 56). 

Penalty for failure to obey order regarding books and accounts. 

"Any such banker that refuses or neglects to obey any such 
order shall be subject to a penalty of one hundred dollars for each 
day that such refusal or neglect continues." (Banking Law , sec. 
165). 

Report regarding unclaimed deposits. 

There are detailed provisions with reference to reporting to 
the superintendent of banks regarding unclaimed deposits. This report 
must be made annually and must state whether or not any unclaimed 
deposits are being held. Publication of a copy of such report is 
required to be made in the newspapers and a penalty of $100 per day 
is imposed for each day such report or the filing of an affidavit 
of proof of its publication with the superintendent is delayed or 
withheld. (Banking Law , sec. 166). 

Transmission of money. 

The laws contain provisions regulating the transmission of 
money by private bankers. Money received for transmission must be 
forwarded within five days after being received and a receipt must 
be given to the person delivering such money for transmission. A 
penalty is prescribed for a violation of these provisions. (Bank-
ing Law , sees. 167 and 168). 
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Monthly statement required, of jftirtllhases and sales of property and 
discounts, loans or other advances. 

A written verified statement is required to be filed monthly 
by private bankers with the superintendent of banks in which must 
be listed all purchase and sales of property made in connection 
with their business arid all discounts, loans or other advances made 
by them, including overdrafts and renewals, since the last preced-
ing statement. A description of the collateral if any, to such in-
debtedness mast also be made. Discounts, loans, etc., however, of 
less than $100 may be omitted from such statement unless they in-
crease by $100 the liability of some individual, partnership, to-
incorporated association dit corporation since the last statement. 
(Banking La* * 6eci 169). 

Members of private bankers required to meet monthly. 

"The members o f any such partnership or unincorporated asso-
ciation of private "bankers shal l on or before the tenth day of each 
month meet for the purpose of considering the conditions and affairs 
of the banking business conducted by them" and of making the state-
ment above referred to and such statement shall be verified by each 
member * * * except in case of disability or unavoidable absence." 
(Banking Law , sec. 169). 

Reports of condition required. 

A private banker who has not executed the so-called exemption 
affidavit is required to make reports of his condition to the super-
intendent every three months upon service of notice by him of the day 
on which such reports mast be filed. (Banking Law , sec. 42). With-
in ten days after service of this notice on him "every such private 
banker shall make a written report to the superintendent of banks, 
which report shall be in the form and shall contain the matters pre* 
scribed by the superintendent and shall specifically state the items 
of permanent capital, deposits, specie and cash items, public secoiw 
ities and private securitios, real estate and real estate securities 
and such other items as may be necessary to inform the public as to 
his financial condition and solvency or which the superintendent may 
deem proper to include therein, and shall also state the amount of 
deposits with him, the payment of which in case of insolvency is 
preferred by law or otherwise over other depositors. It shall state 
in detail the particular assets in which the permanent capital of 
such private banker is invested. Every such report shall be verified 
by the oath of such private banker and of each member of a partner-
ship or aiv •unincorporated association of private bankers to the ef-
fect that the report is true and correct in all respects to the best 
of the knowledge and belief of such banker or bankers and that the 
usual business of such banker has been transacted at the location 
stated in the (verified) certificate (hereinbefore referred to) * * *, 
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"and not elsewhere. In case of the disability or unavoidable absence 
of a member of a partnership or unincorporated association, sudh re-
port may be verified by the other members; but the verification shall 
contain a statement of the reason for the failure of any member to 
sign and verify such report* Every such report, exclusive of the 
verification shall within thirty days after it shall have been filed . 
with the superintendent be published by such private banker in one 
newspaper of the place where such private banker is engaged in business 
or if no newspaper is published there, in the newspaper published 
nearest to such place." (Banking Law , sec. 170). 

Special reports of condition. 

Every such private banker shall also make such other special 
reports to the superintendent as he may from time to time require in 
such form and on such dates as may be prescribed by the superintendent, 
which reports shall if required by the superintendent, be verified in 
such form as he may prescribe. (Banking Law , sec. 170). 

Penalty for failure to make report of condition or include therein 
required information. 

If any private banker fails to make any required report on 
or before the date designated for the making thereof or fails to 
include therein any matter required by the superintendent, such 
private banker shall forfeit the sum of one hundred dollars for 
every day that such report is delayed or withheld and for every day 
that it fails to report any such omitted matter, unless the time 
therefor has been extended by the superintendent. (Banking Laws, 
sec. 170). An extension of time not exceeding ten days may be 
granted by the superintendent "for satisfactory cause to him shown" 
within which such reports may be filed. (Banking Law , sec. 49). 

Restrictions as to place of business* 

A private banker shall not do business, or be located in the 
same room with, or in a room connecting rdth any bank, thrust company, 
savings bank, or national banking association* (Banking Law , 
sec. 171). 

Communications from superintendent must be submitted to members and 
noted on records. 

Each official communication 'from the superintendent or one of 
his deputies to any private bank relating to an examination or irw 
vestigation or containing suggestions or recommendations as to the 
conduct of the business, shall be submitted by the member receiving 
it to all the members of such private bank at their next meeting 
and. duly noted on their records. (Banking Law , sec. 172). 
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CAROLINA, 

Private banks permitted but subject to same laws and supervision as 
incorporated banks. 

The following provisions recognize a private banking business, 
but indicate that such business is subject to the same provisions of 
law and supervision as are imposed upon incorporated banks. 

Definition of term "bank?1. 

The law provides that "The term 'Bank' when used in this chapter 
shall be construed to mean any corporation, partnership, firm, or in-
dividual receiving, soliciting, or accepting money or its equivalent 
on deposit as a business: Provided, however, this definition shall 
not be construed to include building and loan associations, Morris 
Plan Companies, industrial banks or trust companies not receiving 
money on deposit." (Consolidated Statutes of Forth Carolina, sec. 
216(a); Banking Laws, 1927, sec. 216(a), p. 3 ). 

Private banks made subject to bank act and supervision of Corporation 
Commission. 

"Every bank, corporation, partnership, firm, company, or in-
dividual, now or hereafter transacting the business of banking, or 
doing a banking business in connection with any other business, under 
the laws of and within this State, shall be subject to the provisions 
of this chapter, and shall be under the supervision of the Corporation 
Commission. The Corporation Commission shall exercise control of and 
supervision over the banks doing business under this act, and it shall 
be its duty to execute and enforce through the Chief State Bank Exam-
iner, the State Bank Examiners, and such other agents as are now or 
may hereafter be created or appointed, all laws which are now or may 
hereafter be enacted relating to banks as defined in this chapter." 
(Consolidated Statutes of Forth Carolina, sec. 222(a); Banking Laws, 
1927, sec. 222(a), p. 32). 

Promulgation of regulations covering transaction of business. 

"For the more complete and thorough enforcement of the provisions 
of this act, the Corporation Commission is hereby empowered to pro-
mulgate such rules, regulations, and instructions, not inconsistent 
with the provisions of this chapter, as may in its opinion be necessary 
to carry out the provisions of the laws relating to banks and banking 
as herein defined, and as may be further necessary to insure such 
safe and conservative management of the banks under its supervision 
as will provide adequate protection for the interests of the deposit-
ors, creditors, stockholders, and public in the relations with such 
banks. All banks doing business under the provisions of this chapter 
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"shall • conduct their "business in a manner consistent with all laws 
relating to banks and "banking, and all rules, regulations, and in-
structions that may "be promulgated or issued by the Corporation Com-
mission." (Consolidated Statutes of ITorth Carolina, sec. 222(a); 
Banking Laws, 1927, sec. 222(a), p. 33 ). 

Reports of condition required. 

In addition to subjecting private banks to the provisions of 
law covering incorporated banks, the bank act expressly provides 
that "Every person, firm, * * *, or partnership doing a banking 
business, or a banking business in connection with any other busi-
ness, shall make to the Corporation Commission not less than three 
reports (of condition) daring each year, on forms prescribed by 
the Corporation Commission. If any person, firm, * * *, or co-
partnership shall show by said reports, or by the examination of 
any State bank examiner, that * * * (the) liabilities are equal to 
the amount of the capital stock * * *, the Corporation Commission 
shall have authority, and is hereby empowered, to make such rules 
and regulations for the reduction of said liabilities as it may 
deem necessary for the protection of the creditors and depositors 
of such banking institution." (Consolidated Statutes of North 
Carolina, sec. 222(c); Banking Laws, 1927, sec. 222(c), p. 33 ). 

Advertising banking business and use of banking terms; when private 
banks may use. " 

"Ho person, association, firm, * * *, domiciled within the 
State of North Carolina, except * * *, persons, associations, or firms 
reporting to and under the supervision of the Corporation Commission, 
or under the Supervision of the Insurance Commissioner, shall therein 
advertise or put forth any sign as bank, banking, banker, or trust 
company, or use the word bank, banking, banker, or trust as a part of 
its name and title; * * * * . Any violation of the provisions of 
this section shall be a misdemeanor, and upon conviction thereof the 
offender shall be fined in a sum not exceeding five hundred dollars 
for each offense." (Consolidated Statutes of North Carolina, sec. 
224(c); Banking Laws, 1927, sec. 224(c), p. 38 ). 

NORTH DAKOTA. 

Private banking business apparently prohibited. 

"Ho person excepting national banking corporations shall trans-
act a banking business nor use the words bank, banking company or bank-
er in any sign, advertisement, letterhead or envelope or in any cor-
porate or firm name, without complying with and organizing under the 
provisions of this Chapter" relating to the business of banking. 
(Compiled Laws of 1913, sec. 5177; Banking Laws, 1929, sec. 5177, p. 
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23). "This chapter" does not contain any provisions authorizing or 
covering the organization of a private tank, and it would seem that 
the effect of the above quoted provision is to prohibit a private 
banking business. 

Penalty for violation of above provisions. 

"Any person violating the provisions of this section, either 
individually or as an interested party in any association or corporation, 
is guilty of a misdemeanor, and on conviction thereof shall be fined not 
less than five hundred nor more than one thousand dollars, or imprisoned 
in the county jail not less than ninety days, or both, in the discretion 
of the court." (Compiled Laws of 1913, sec. 5177; Banking Laws, 1929, 
sec. 5177, p. 23 ). 

OHIO 

Unincorporated banks may not now be established. 

"2To authority to transact a banking business in this State 
shall be granted, except to a corporation duly organized and qualified 
for that purpose. Unincorporated banks now authorized to transact and 
actually transacting a banking business may continue such banking busi-
ness in the city, village, or township in which they are now located so 
long as they comply with the provisions of this act." (General Code, sec. 
710-76; Banking Laws, 1928, sec. 710-76, p. 29 ). 

"Unincorporated bank?' defined; scope of term "Board of directors." 

"The following definitions §iall be applied to the terms used 
in this act; * * * The term 'unincorporated bank' shall include every un-
incorporated person, firm or association transacting banking business in 
this state; and the term 'board of directors' shall include the owner or 
owners of such banks." (General Code, sec. 710-1; Banking laws, 1928, 
sec. 710-1, p. 5 ). 

"Banking business" defined; word "bank?1, unless otherwise stated, 
includes unincorporated banks. 

"The term 'bank' shall include any person, firm, association, 
or corporation soliciting, receiving or accepting money, or its equivalent, 
on deposit as a business, whether such deposit is made subject to check 
or is evidenced by a certificate of deposit, a pass-book, a note, a re-
ceipt, or other writing, and unless the context otherwise requires as 
used in this act includes * * * * unincorporated banks; * * *". (Gen-
eral Code, sec. 710-2; Banking Laws, 1928, sec. 710-2, p. 5 ). 
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From the above provisions, it appears that unincorporated 
"banks transacting a banking business at the time the act containing 
these provisions became law, are iaa.de subject to the provisions 
covering incorporated banks wherever this may appropriately be done. 
In addition, such unincorporated banks are specifically made subject 
to the following provisions. 

Capital required; segregation necessary, purpose of. 

Every unincorporated bank in cities or villages of two 
thousand or less population is required to have a paid-in capital 
of not less than $10,000; in cities or villages of more than two 
thousand to ten thousand population, fee paid-in capital must be 
$25,000; and in cities of over ten thousand population, the paid-
in capital must not be less than $50,000. This capital must re-
main in the possession of the bank as its property, and is to "be 
used for its sole purposes and for the security of its creditors". 
The capital shall at all times be segregated from any other proper-
ty of the owners of the bank and shall be kept and maintained un-
impaired for the security of the creditors of such bank*. All 
unincorporated banks are required to comply with these provisions 
within one year. (General Code, sec. 710-78; Banking Laws, 1928, 
sec. 710-78, p. 30 ). 

Advertising capital; restriction upon. 

2io unincorporated bank "shall advertise by newspaper, letter-
head, or in any other way, a larger capital than has been actually paid 
in". (General Code, sec. 710-81; Banking Lavs, sec. 710-81, p. 31 j. 

Statement completely describing bank must be filed annually with 
superintendent of banks. 

Every unincorporated bank, on or before January 31st of each 
year shall, under oath, file with the superintendent of banks, a full 
and complete detailed statement containing the following: 

1. The name of the bank. 

2. A copy of the articles of co-partnership or 
agreement under which the business of such bank 
is being conducted. One of the owners of such 
bank is required at all times to be a resident 
of the State of Ohio. 

3. The location of the bank. 

4. The amount of the permanent actually paid in 
capital of the bank which is in its possession 
as its property and for its sole purposes. 
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5. A statement of tHe responsibility and net 
worth of the individual members of the 
bank. 

6. The names of the officers, agents or em-
ployees in active charge of the bank if 
such names are not given in the articles 
of co-partnership or agreement. (Act ap-
proved April 18, 1929, sec. 1, p. 4; Gen-
eral Code, sec. 710-77 ). 

Fames under which property must be held. 

All real or personal property owned by an unincorporated bank 
must be held in the designated name of the bank or in the name of an in-
dividual as trustee therefor, and not in the name of the owners of the 
bank. (General Code, sec. 710-79; Banking Laws, 1928, sec. 710-79, p. 30). 

Assets, when exempt from attachment or execution. 

All of the assets of an unincorporated bank are exempt from 
attachment or execution by any creditor of the owners until all of the 
liabilities of the bank have been naid in full. (General Code, sec. 710-
79; Banking Laws,.1928, sec. 710-79, p. 30). 

Restriction against owners using funds for private use. 

"ITo person, firm or association owning or conducting an unin-
corporated bank shall use any of the funds of such bank for his or their 
private business; except as a borrower in due course of business." 
(General Code, sec. 710-79; Banking Laws, 1928, sec. 710-79, p. 30) . 

Depositors have first lien on assets. 

"The depositors in any unincorporated bank shall have first 
lien on the assets of such bank, in case it is wound up, to the amount 
of their several deposits, and for any balance remaining unpaid, such 
depositors shall share in the general assets of the owner or owners alike 
with general creditors." (General Code, sec. 710-80; Banking Laws, 1928, 
sec. 710-80, p. 30 ). 

List of owners must be posted and changes must be reported to the 

superintendent of banks. 
— — i 

A list of the owners of any unincorporated bank, and a state-
ment to the effect that the bank is unincorporated must be posted in the 
room in which the bank transacts its business. Any subsequent changes 
must be shown in the list and a report of all such changes must be made 
to the superintendent of banks. (General Code, sec. 710-81; Banking Laws, 
1928, sec. 710-81, pp. 30 and 31 ). 

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



- 79 -
I 2 1 2 

X-6812 

Advertising matter mast contain wdfd unincorporated*'. 

Every -unincorporated, "bank must have printed, on all its adver-
tising matter and. business stationery, the word "unincorporated" im-
mediately following the name of the firm or business title. (General 
Code, sec. 710-82; Banking Laws, 1928, sec. 710-82, p. 31 ). 

Reports of unincorporated "banks, publication required. 

All reports of unincorporated banks are required to be kept on 
file in the office of the superintendent of banks, and are open to the 
inspection of all persons, at the discretion of the superintendent. 
These reports must be published in the newspaper by the banks, and proof 
of such publication must be furnished to the superintendent. (General 
Code, sec. 710-83; Banking Laws, 1928, sec. 710-83, p. 31'). 

Unincorporated banks may be designated as depositories of State funds. 

Unincorporated banks are permitted to bid upon and be desig-
nated depositories for State funds upon furnishing such surety or 
sureties as is prescribed by law. (General Code, sec. 710-84; Banking 
Laws, 1928, sec. 710-84, p. 31 ). 

Loans to any one person, corporation, etc. 

The laws contain provisions prescribing the amount which an 
unincorporated bank may loan to any one person, company, corporation 
or firm. (Act approved April 18, 1929, sec. 1, (710-122); General 
Code, sees. 710-122 and 73.0-123; Banking Laws, 1928, sees. 710-122 and 
710-123, p. 49). 

Voluntary liquidation. 

The laws also permit an unincorporated bank to go into voluntary 
liquidation and contain detailed provisions with reference to the pro-
cedure to be followed by the bank and the powers and duties of the super-
intendent of banks before and during the actual liquidation of the bank. 
(General Code, sec. 710-85; Banking Laws, 1928, sec. 710-85; pt>. 31 and 
32). 

OKLAHOMA. 

Banking,business may only be transacted by corporations "authorized 
by the laws of the State of Oklahoma or of the United States". 

The laws of this State provide for the incorporation of a "bank-
ing corporation" and authorize such corporation to engage in the business 
of banking. (Conro. Oklahoma Stats., 1921, sec. 4114; Banking Laws, 1926, 
sec. 1, p. 10), The incorporation of a trust company is also provided for 
(Laws of 1925, ch. 55, amending sec. 4190, Comp. Oklahoma Stats., 1921; 
Banking Laws, 1926, sec. 1, p. 61); and such company is authorized to 
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engage in the banking business, (taws of 1925, ch. 56, amending sec. 
4216, Conrp. Oklahoma Stats. , 1921; Banking Laws, 1926, sec. 5, p. 74). 
Unless authority to engage in the banking business is obtained under 
these provisions, the transaction of such business by any individual 
or corporation is prohibited, the laws in this connection providing 
that "It shall be unlawful for any individual, firm, or association, 
or corporation to receive money upon deposit or transact a banking 
business except as authorized by the laws of the State of Oklahoma, 
or of the United States, or to iise dr advertise, in connection with 
any business other than the banking business, Conducted under the 
banking laws of this State, the words: Banker, bankers, investment 
banker, or any other word or term calculated to deceive the public 
into belief that such person, firm, association or corporation, is 
engaged in the banking business." (Conrp. Oklahoma Stats., 1921, sec. 
4129; Banking Laws, 1926, sec. 44, p. 31). (See also Levy v. Heed, 
1918, 690 Okla. 180, 170 Pac. 497). 

Penalty for violation of above provision. 

"Any person, firm, association or corporation violating any 
of the provisions of this section, either individually or as an interested 
party, in any firm, association or corporation shall be guilty of a 
misdemeanor, and upon conviction thereof, shall be fined in a sum not 
less than three hundred dollars ($300.00) nor more than one thousand 
($1,000.00) dollars, or by imprisonment in the county jail not less 
than thirty days nor more than one year, or by both such fine and inn 
prisonment, *** (Comn. Oklahoma Stats., 1921, sec. 4129; Banking 
Laws, 1926, sec. 44, p. 31). 

Enforcement of provisions and prevention of further violations. 

it *** it is hereby made the duty of the Attorney General to 
enforce the provisions of this section; and in order to further prevent 
the violation of the section, any court of competent jurisdiction in 
this State is hereby authorized and empowered to grant an Injunction 
and to appoint a receiver to take charge of the business and assets 
of any person, firm, association or corporation found guilty of vio-
lating the provisions of this section, and to make all necessary and 
proper orders to wind up such business and prevent a violation of this 
section." (Comp. Oklahoma Stats., 1921, sec. 4129; Banking Laws, 
1926, sec. 44, p. 31). 

OREGON. 

Banking business may only be transacted by corporations. 

"It shall be unlawful for any corporation, partnership, firm 
or individual to engage in or transact a banking or trust business 
within this state, except by means of a corporation duly organized 
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"for such purpose." (Laws of 1925, ch. 207, sec. 2; Banking Laws 
1925, including amendiiBnts of 1929, sec. 2, p. 4). "No person, 
firm, company, association, copartnership or corporation, either 
domestic or foreign, except national banks, not subject to the 
suxrvision of the superintendent of "banks and not required by the 
provisions of this (bank) act to report to him, and which has not 
received a certificate to do a banking or trust business from the 
superintendent of banks, shall *** solicit or receive deposits or 
transact business in the way or manner of a bank, savings bank or 
trust company, or in such a way or manner as to lead the public to 
believe that its business is that of a bank, savings bank or trust 
company." There are also prohibitions against the use of the word 
Dank, banker, etc., or any other form of advertising indicating that 
the business carried on is that of a bank. "Every person, firm, 
company, association, copartnership or corporation doing any of 
the things or transacting any of the business *** (referred to) 
mast transact such business according to the provisions of the bank 
act.***" (Laws of 1925,^ch. 207, sec. 54; Banking Laws, 1925, 
including amendments of 1929, sec. 54, pp. 19 and 20). 

Violation of provisions; power of superintendent of banks: -penalty# 

The superintendent of banks has authority to examine the ao* 
counts, books and papers of every person, firm, association or co-
partnership in order to ascertain whether such person, firm, asso-
ciation or copartnership has violated or is violating any provision 
of the section last above referred to. Any person, firm, association 
or copartnership violating any provision of this section mast pay a 
penalty of $100 a day for every day during which such violation con-
tinues. Upon an action brought by the superintendent of banks an 
injunction may be issued restraining any such person, firm, co-
partnership or association from further using such words or from fur-
ther transacting business in such a manner as to lead the public to 
believe tnat the business is that of a bank, savings bank or trust 
company, and the court issuing the injunction may make such other 
order as may be proper. (Laws of 1925, ch. 207, sec. 54; Banking 
Laws, 1925, including amendments of 1929, sec. 54, pp. 19 and 20 ). 

PENNSYLVANIA. 

License to engage ir business of private banking required* 

Except as hereinafter provided, "no individual, partnership, 
or unincorporated association shall hereafter engage, directly or in-
directly, in the business of receiving deposits of money for safe-
keeping or for the purpose of. transmission to another, or for any other 
purpose, without having first obtained from a board, consisting of 
the State Treasurer, Secretary of the Commonwealth, the Secretary of 
Banking, - hereinafter referred to as the 1Board1, - a license to en-
gage in such business." (Act of June 19, 1911, P. L. 1060, sec. 1, 
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as amended by Act of April 6» 163?. 106, Fdi 73, sec. 1, and 
Act of April 25, 1S29, P. L. 813, sec. 1; Pardon'8 Penna. Stats., 
Title 7, sec. 711, p. 175). 

The Board to License Private Bankers has been reorganized 
and continued by the provisions of the Pennsylvania Administrative 
Code of April 9th, 1929, P. L. 177, Section 202 of Article II of 
that Code provides that "The following boards, commissions, and offices 
are hereby placed and matie departmental administrative boards, com-
missions, or offices, as the case may be, in the respective admin-
istrative departments mentioned in the preceding section, as follows: 
. . . . . . In the Department of Banking, Board to License Private 
Bankers." 

Section 428 of Article IV of the Administrative Code pro-
vides that "The Board to License Private Bankers shall consist of 
the Secretary of Banking, who shall be chairman thereof, the Secre-
tary of the Commonwealth, and the State Treasurer." 

Section 1604 of Article XVI of the Administrative Code 
provides with respect to the powers and duties of the Board to 
License Private Bankers that "Subject to any inconsistent provisions 
in this act contained, the Board to License Private Bankers shall 
continue to exercise the powers and perform the duties vested in and 
imposed upon the said board by the act, approved the nineteenth day 
of June, one thousand nine hundred and eleven (Pamphlet Laws, one 
thousand and sixty), entitled 'An Act to provide for licensing and 
regulating private banking in the Commonwealth of Pennsylvania, and 
providing penalties for the violation thereof,' its amendments and 
supplements 

Statement required of applicant. 

The applicant for a private banking license must file a 
written verified statement with the Secretary of Banking showing 
the amount of the assets and liabilities of the applicant and des-
ignating the place where the applicant proposes to engage in busi-
ness, with the names and addresses of ail partners or members of 
the private bank. It mast also be shown that the applicant is a 
citizen of Pennsylvania; or, if the applicant is a partnership or 
unincorporated association, that a majority of the members having 
a controlling interest in the business are citizens of Pennsylvania. 
(Act of June 19, 1911, P. L. 1060, sec. 1, as amended by Act of 
April 5, 1927, P. L. 106, Ho. 73, sec. 1, and Act of April 26, 1929, 
P. L. 813, sec. 1; Purdon's Penna. Stats., Title 7, sec. 711, p. 
175). 

Bond must be filed; purpose and amount of. 

A bond executed by the applicant and a surety or sureties 
approved by the board, mast also be filed with the Secretary of 
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Banking to cover the faithful holding and repayment of all moneys 
received on deposit and the faithful transmission of any money 
which is received for transmission to another. The bond must al-
so, in the case of insolvency or bankruptcy, cover the payment of 
the amounts recoverable to the assignee, receiver or trustee of 
the applicant for the benefit of the person making a deposit or 
delivering money for transmission to another. The amount of the 
bond is to be fixed by the board but is not to be less than 
$10,000 nor more than $50,000. (Act of June 19,'1911, P. L. 
1060, sec. 1, as amended by Act of April 5, 1927, P. L. 105, 
Uo. 73, sec. 1, and Act of April 28, 1929, P. L. 813, sec. 1; 
Purdon's Penna. Stats., Title 7, sec. 712, pp. 177 and 178). 

Money and securities may be deposited in lieu of bond. 

Money and securities equal to the amount of the penalty 
fixed in the bond may be deposited by the applicant with the Sec-
retary of Banking in lieu of such bond. The securities may con-
sist of bonds of the United States, or bonds of the State of 
Pennsylvania or any municipality thereof, or other securities 
approved by the board. (Act of June 19, 1911, P. L. 1060, sec. 
1, as amended by Act of April 5, 1927, P. L. 106, Mo. 73, sec. 
1, and Act of April 25, 1929, P. L. 813, sec. 1; Purdon1s Penna. 
Stats., Title 7, sec. 712, p'» 178.). 

Examination of applicant's standing; publication of application. 

Upon receiving an application for a private banking license, 
"the Secretary of Banking shall cause to be made an examination of 
the financial standing and moral character of the applicant, as to 
whether the statements contained in the application are true" and 
this application must be advertised in the newspaper by the Sec-
retary of Banking at the expense of the applicant. (Act of June 
19, 1911, P. L. 1060, sec. 1, as amended by Act of April 5, 1927, 
P. L. 106, No. 73, sec. 1, and Act of April 26, 1929, P. L. 813, 
sec. 1; Pardon's Penna. Stats., Title 7, sec. 713, p. 179). 

License issued in discretion of board; fee; when location may be 
changed. 

After advertisement of the application, "the board ipay, 
in its discretion, approve or disapprove the application". If 
approval is granted, the bond, or any money or securities de-
posited in lieu thereof, shall be accepted and held by the 
Secretary of Banking for the purpose for which required, and 
he shall issue a license authorizing the applicant to engage 
in a private banking business at the place specified in the 
license certificate. A fee of fifty dollars is required for 
such a license, which may not be transferred or assigned. 
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The written approval of the board is required for the trans-
action of.business at any place other than that specified in 
the license certificate. (Act of June 19, 191*1, P. L. 1060, 
sec. 1, as amended by Act of April 5, 1927, P. L. 106, No. 
73, sec. 1, and Act of April 26, 1929, P. L. 813, sec. 1; 
Purdon's Penna. Stats., Title 7, sec. 713, p. 179). 

License mast be posted; duplicate license may be issued. 

The license must be posted in the place of business 
of the licensee and it is made unlawful to post such license 
in a place other than that designated as the licensee's place 
of business. Provision is also made for the issuance of a. 
duplicate license in case the original is lost or destroyed. 
(Act of June 19, 1911, P. L. 1060, sec. 1, as amended by Act 
of April 5, 1927, P. L. 106, Ho. 73, sec. 1, and'Act of April 

' 26, 1929, P. L. 813, sec. 1; Pardon's Penna. Stats., Title 
7, sec. 714, p. 180). 

Bonds and money or securities constitute trust funds for 
depositors. 

The money and securities deposited with the Secretary 
of Banking and money which may be paid on any bond in case of 
default, constitutes a trust fund for the benefit of deposit-
ors in the private bank and of such persons who have delivered 
money to such bank for transmission to another. Such benefi-
ciaries are entitled to an absolute preference as to such 
moneys or securities over all general creditors of the bank. 
In the event of the insolvency or bankruptcy of the bank, 
such moneys and securities, on the order or judgment of a 
court of competent jurisdiction, must be delivered by the 
Secretary of Banking to the assignee, receiver or trustee of 
the bank designated in suph order or judgment. (Act of 
June 19, 1911, P. L. 1060, sec. 1, as amended by Act of 
April 5, 1927, P. L. 106, No. 73, sec. 1, and Act of 
April 26, 1929, P. L. 813, sec. 1; Purdon's Penna. Stats., 
Title 7, sec. 715, p. 180). 
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Distribution of assets ,1a c&Be. ci|plfl86Xyer.,ĉ i 

In case of the insolvency of any private banker, the distribu-
tion of the assets, other than the proceeds from the bond or secur-
ities deposited, shall be made and preferred in the following order: 

1. To the payment of all depositors of the private banker. 
Bona'fide holders of certified chocks, or of certificates of deposit, 
or of checks or drafts of the private banker given in exchange for or 
in payment of checks or drafts of depositors drawn on the private 
banker, not exceeding the balance to the crodit of the depositor, are 
also treated as depositors within the meaning of this section. 

2. To the payment and discharge of all the remaining liabil-
ities of the private banker. 

3. If there is anything remaining, it is distributed to the 
individual or the partners or members of the private banker accord-
ing to their legal rights. (Act of June 19, 1911, P. L. 1060, sec. 1, 
as amended by Act of April 5, 1927, P. L. 106, No. 73, sec. 1, and 
Act of April 26, 1929, P. L. 813, sec. 1; Pardon's Penna. Stats., 
Title 7, sec. 716, p. 181). 

List of licenses granted mast be published annually; interest on de-
posits in lieu of bonds; custody of such deposits. 

On the first day of January, the Secretary of Banking mast 
print annually a list of all licenses granted and unrevoked. Ho mast 
also pay over to each licensee all of the interest received by him 
upon any money or securities deposited in lieu of the bond. All 
money or securities mast be turned into the State Treasury and re-
ceipted by the State Treasurer to the Secretary of Banking and the 
depositor, and is subject to withdrawal only upon the warrant of the 
Secretary of Banking. All interest coupons on any securities deposit-
ed shall be surrendered when due to the owners upon their request. 
(Act of June 19, 1911, P. L. 1060, sec. 1, as amended by Act of April 
5, 1927, P. L. 106, Ho. 73, sec. 1, and Act of April 26, 1929, P. 1. 
813, sec. 1; Pardon's Penna. Stats., Title 7, sec. 717, p. 182). 

Satisfaction or release of mortgage deposited as security in lieu of 
"bond. 

The laws contain provisions for the satisfaction or release of 
any mortgage, judgment or lien which may be accepted in lieu of a 
bond. (Act of May 23, 1913, P. L. 334, sec. 1; Pardon's Penna. Stats., 
Title 7, sec. 718, p. 182). 

Character of books which must be kept. 

Each private bank must keep such books of account as are ap-
proved by the Secretary of Banking. Such books mast show full and 
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complete records of all business transacted, and a full statement of all 
assets and liabilities. (Act of June 19, 1911, P. L. 1060, sec. 2; 
Purdon'8 Penna. Stats., Title 7, sec. 719, p. 183). 

Statement of assets and liabilities, and publication of, required. 

Each private bank is required at least two times each year 
to file with the secretary of banking a written statement, under oath 
and in such form as the secretary may prescribe, of the amount of its 
assets and liabilities. This statement must be made as of such days 
as the secretary may designate by a written notice mailed to the pri-
vate bank and within ten days after the date of such notice. A copy 
of the statement must also be published in the newspapers. (Act of 
June 19, 1911, P. L. 1060, sec. 2; Purdon's Penna. Stats., Title 7, 
sec. 719, p. 183). 

Revocation of license; notice of discontinuance of business. 

The license may be revoked by the board for cause shown, and 
if it is revoked or surrendered, no refund of the license fee will be 
made. In case the license is revoked, it must be surrendered within 
twenty-four hours after written notice of such revocation has been given 
to the holder, and the bond or money and securities received from the pri-
vate bank "shall continue to be held by the Commissioner (Secretary) of 
Banking until otherwise directed by the order or judgment of a court of 
competent jurisdiction". In case of a discontinuance of business, "no-
tice thereof must previously have been published once a week during the 
thirty days in one newspaper of general circulation, and the legal period-
ical, if any, published in the city or county where such business has 
been conducted, or nearest adjacent county". (Act of June 19, 1911, P. L. 
1060, sec. 2; Purdon's Penna. Stats., Title 7, sec. 719, p. 183). 

Violations; penalties. 

Any person, partnership, or unincorporated association trans-
acting a banking business without a license, or who carries on such 
business after the license has been revoked, or who, without such 
license, uses the word "banking" or any equivalent term in advertis-
ing the business, or who fails to display the license certificate, 
or who fails to keep books and make reports as required, or who ad-
vertises or publishes in any manner, "either orally or in writing, 
any statement intended to convey or actually conveying the idea or 
impression that such licensee is in any way under the supervision of 
this State, or of any officer thereof, or that this State, or any 
officer thereof, has passed in any way whatsoever upon the respon-
sibility, solvency, or qualifications of such licensee to engage 
in such business; or that this State, or any officer thereof, has 
examined any accounts of said licensee or has in any way certified 
that such licensee is in any way a fit person to carry on such busi-
ness, shall be guilty of a misdemeanor, and punished as hereinafter 
provided." (Act of June 19, 1911, P. L. 1060, sec. 3; Purdon's 
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Penna. Stats., Title 7, see. 720, p. 18?). 

False swearing as to certain facts. 

Any person who, in any application for a private bavJclng 
license or in any report, shall s^ear falsely as to the amount of the 
assets and liabilities of a licensee, or in any other particular or 
in any affidavit shall sv;ear falsely as to any fact therein stated, 
shall "be-guilty of perjury. (Act of June 19, 1911, P. L. 1060, sec. 
4; Purdon's Penna. Stats., Title 7, sec. 721, p . 184). 

Failure to ragke or publish reports; penalty. 

Any private bank which fails to make any required report or to 
publish any reports as required within the specified time, must for-
feit the sum of twenty dollars for every day that such report or its 
publication is delayed or withheld. (Act of June 19, 1911, P. L. 
1050, sec. 5; Purdon's Penna. Stats., Title 7, sec.722, p. 184). 

Recovery of money deposited for transmission; burden of proof in suit. 

There are also provisions fixing the burden of proof in an ac -
tion against a. licensee to recover money deposited with such licensee 
for transmission. (Act of June 19, 1911, P. L. 1050, sec. 6; Purdon's 
Penna. Stats., Title 7, sec. 723, p. 185). 

Forwarding of money for foreign transmission. 

Money received far transmission to a foreign country by any 
licensee must be forwarded within five days after its receipt and 
every person who fails to so forward within the specified time is 
guilty of a misdemeanor and punishable as" hereinafter provided. (Act 
of June 19, 1911, P. L. 1060, sec. 7; Purdon's Penna. Stats., Title 7, 
sec. 724, p. 185). 

Applicability of foregoing provisions. 

The above provisions became effective on December 1, 1911, and 
they applied "to all persons now or hereafter engaging in said (private 
banking) business" excipt as provided under the following caption en-
titled "Exceptions from foregoing provisions". (Act of June 19, 1911, 
P. I. 1060, sec. 13; Purdon*s Penna. Stats., Title 7, footnote to sec. 
711, p. 176). 

Exceptions from foregoing provisions. 

The foregoing provisions shall not apply: 

(1) To any corporation authorized to do business under the 
Pennsylvania banking laws, to any corporation authorized to receive 
deposits under the laws of Pennsylvania, nor to any national bank. 
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(2) To any hotel keeper who receives money for safekeeping 

from a guest* 

(3) io any express, steamship or telegraph company receiving 
money for transmission. 

(4) To any individual, partnership, or unincorporated asso-
ciation who would otherwise be required to comply with the foregoing 
provisions, "who shall file with the Commissioner (Secretary) of 
Banking a bond, in the sum of one hundred thousand dollars, approved 
by the board as to form and sufficiency for the purpose, and con-
ditioned as *** (provided above), where the business is conducted in 
a city of the first or second class; and if conducted in a city of 
the first class, and if conducted elsewhere in the State, such bond 
shall be in the sum of fifty thousand dollars; or in lieu thereof, 
money or securities approved by the Commissioner (Secretary) of Bank-
ing, of the same amounts; Provided, however, That the Secretary of 
Banking shall examine the books, papers, and affairs of such individ-
ual, partnership, or'unincorporated association, and if satisfied 
from the examination that the business of such individual, partner-
ship, or unincorporated association is conducted in an unauthorized 
or unsafe manner or is in an unsafe or unsound condition to continue 
business, he may, after hearing had upon due notice given with the 
approval and consent of the Attorney General, take possession of the 
business and property of such individual, partnership, or unincor-
porated association, and shall then proceed in the same manner as 
provided by law he shall proceed after having taken possession of 
the business and property of any *** person subject to the supers-
vision of the Banking Department. If in the opinion of the Sec-
retary of Banking the business of any such individual, partnership, 
or unincorporated association is in such an unsafe and unsound con-
dition that immediate action is necessary, the Secretary may forth-
with, without such hearing and consent of the Attorney Generali 
take possession of the business and property of such individual, 
partnership, or unincorporated association; !***" 

(5) To any individual, partnership, or unincorporated associ-
ation, licensed under the laws of Pennsylvania to do a brokerage busi-
ness, holding a membership in a lawfully incorporated brokerage ex-
change, and doing only such banking as is incidental to such brokerage 
business. The books or records showing the deposit or account of any 
depositor with any individual, partnership, or unincorporated associa-
tion filing the bond, money, or securities referred to above, are not 
subject to any visitorial power, inspection, or examination by the 
Commissioner (Secretary) of Banking, except as hereinbefore provided; 
nor* to examination or inspection by, or production in, any department 
or agency of the government, State or municipal; nor to inspection, 
examination, or production in any court in any judicial proceeding 
except in cases of insolvency or bankruptcy, or a judicial proceeding 
or investigation involving the rights and liabilities of a creditor 
or depositor. 

(6) To any person, firm, partnership, or unincorporated asso-
ciation engaged in business as private bankers "continuously and in the 
same locality" for a period of seven years prior to June 19, 1911. 
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(Act of June 19, 1911, p. L« 1060, sec. as amended, by Acts of May 
2, 1925, P. L. 502, sec. 1, and W e h 17, 192?, p. L. 39, sec. 1; 
Purdon's pennai S tats4; T i t l e 7, sec. 725, pp . 195-187). 

Other violations. 

Any private 'banker '"ho violates any of the foregoing provisions, 
"the violation of which has not hereinbefore been made a misdemeanor 
or a felony, shall be guilty of a misdemeanor, and. punished as herein-
after provided". (Act of June 19, 1911, P. L. 1060, sec. 9; Purdon's 
Penna. Stats., Title 7, sec. 726, p. 187.). 

Penalty for violations. 

"Svery person found guilty of a misdemeanor under any of the 
*** (foregoing provisions) shall he sentenced to an imprisonment not 
exceeding two years, or be fined in an amount not exceeding one 
thousand dollars, or both or either, at the discretion of the court." 
(Act of June 19, 1911, P. L. 1060, sec. 10; Purdon's Penna. Stats*-, 
Title 7, sec. 727, p. 187). 

Definition of "person". 

The word "person" as used below "means an individual, a part-
nership, or an unincorporated association". (Act of June 15, 1923, 
P. L. 809, sec. 2, as amended by Act of May 5, 1927, P. L. 762, sec. 
1; Purdon's Penna. Stats., Title 7, sec. 2, p. 13). 

Department of Banking; scope of supervision; powers; duties. 

"There shall continue to be a separate and distinct depart-
ment, known as the Department of Banking, charged with the super-
vision of all the *** persons hereinafter described, and with the 
duty of- taking care that the laws of this Commonwealth in relation 
thereto shall be faithfully executed, and that the greatest safety 
to the depositors therein or therewith and to other interested per-
sons shall be afforded. *** The said supervision, duties, and powers 
shall *** extend and apply to all private or unincorporated banks, 
except such as are or shall - be exempted by law, and to all such in-
dividuals, partnerships, and unincorporated associations, as are or 
shall be by law made subject to the supervision of said department, 
***«" (Act of June 15, 1923, P. L. 809, sec. 4; Purdon's Penna. 
S t a t s . , T i t l e 7, s e c . 4 , pp . 14 and 15 ) . 

Assessment against -persons to pay expenses of banking department; 
failure or refusal to pay. 

All the expenses of the department of banking including the 
cost of regular examinations "shall be charged to and paid by the 
*** persons subject to the supervision of the department, in 
equitable proportions, at such times and in such manner, as the 
secretary shall by general rule or regulation annually prescribe: 
* * * " For a failure or refusal, after thirty days written notice, 
to pay any sum lawfully assessed or charged by the secretary, the 
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secretary "shall call upon the Department of Justice to bring an . 
action at lato to recover the same". (Act of June 15, 1923, p. L. 
809, sec. S, as amended by Acts of April 13, 1927, ?. L. 182, sec, 
1, and April 25, 1929, P. I. 716, sec. 1; Purdon's Ponna. Stats., 
Title 7, sec. 9(b), pp. 17 and 18 ). 

Examination of. 

"Every *** person included within the supervision of the 
department ***, together with all the property, assets, and re-
sources of such *** person, shall be subject to inspection and ex-
amination" by the secretary, his deputies, or any qualified ex-
aminers of the department of banking. (Act of June 15, 1923, P. 
L. 809, sec. 13; Purdon's Penna. Stats., Title 7, sec. 13, p. 

It is the duty of the secretary at least once each year, 
to examine the books, papers, and affairs of every person subject 
to the supervision of the department of banking. The examiner is 
empowered to make a thorough examination into all the business and 
affairs of the person and of all property, assets and resources 
wherever situated. The examiner also has power to examine under 
oath or otherwise, any of the officers, agents, employees or members 
of such person in possession of any assets or having knowledge of 
any assets of the person. The examiner is required to make a full 
and detailed report of the condition of the person who was examined, 
or such special report as may be directed by the secretary. (Act of 
June 15, 1923, p. L. 809, sec. 14, as amended by Act of May 5, 
1927, p. L. 762, sec. 5; purdon's Penna. Stats., Title 7, sec. 14 

Special examinations; cost of. 

"The secretary may also at any' time, make such special in-
vestigations or examinations as, in his opinion, the exigencies of 
any case may require"; and his power and duties and the powers and 
duties of any examiner assigned by him to conduct such special ex-
amination are the same as in the case of regular examinations. 
(Act of June 15, 1923, ?. L. 809, sec. 14, as amended by Act of 
May 5, 1927, p. 1, 762, sec. 5; purdon's Penna Stats., Title 7, 
sec. 14 (a), p. 21). "The expenses incurred in connection with any 
special examination or investigation of any * * * person * * * 
shall be charged to and paid by such * * * -person." (Act of June 
15, 1923, p. 1. 809, sec. 9, as amended by Acts of April 13, 1927, 
p. L. 182, sec. 1, and April 25, 1929, P. 1. 716, sec. 1; Pardon's 
Penna. Stats., Title 7, sec. 9 (b), p. 18). 

dumber and character of examinations; powers of examiner, reports of 

(a), p. 21 ). 
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I 2f-
False test imony of o f f ! c o r , ev^t'gy^e etc* to examiner; p e n a l t y . ! 

The w i l f u l f a l s e shear ing in any i nqu i ry i n s t i t u t e d "by an 
examiner during an examination by a n y . o f f i c e r , agen t , employe or 
member of any person " s h a l l be p e r j u r y , and s u b j e c t , upon convic-
t i o n t h e r e o f , to the same punishment as i s or may be provided by 
la*7 f o r the punishment of p e r j u r y . Upon f a i l u r e of any of the 
i n d i v i d u a l s , a f o r e s a i d , to make answer to any such i n q u i r y , the 
At to rney General , upon reques t of the s e c r e t a r y , s h a l l make i n -
format ion thereof to the cour t , whereupon s a i d cour t , a f t e r hea r ing , 
s h a l l make such order as the occasion r e q u i r e s . " (Act of June 15, 
1923, P . 1 . 809, s e c . 14, as amended by Act of May 5, 1927, p . L. 
762, s ec . 5; Pardon ' s Penna. S t a t s , , T i t l e 7, s ec . 14 (b ) , p . 2 2 ) . 

Reports of cond i t ion ; number and charac ter of ; p u b l i c a t i o n r equ i r ed . . 

Every person s u b j e c t to t h e supervis ion of the department of 
banking mast make to the s e c r e t a r y not l e s s than two nor more than 
f i v e v e r i f i e d r e p o r t s of condi t ion during each yea r , the number, 
form and manner of such r epor t s to be p r e s c r i b e d by the s e c r e t a r y . 
Each r epo r t mast e x h i b i t i n d e t a i l and under app rop r i a t e heads the 
resources and l i a b i l i t i e s of the person a t the c lose of bus iness 
on any p a s t day s p e c i f i e d by the s e c r e t a r y , and mast be s en t to 
him wi th in f i v e days or wi th in such f a r t h e r time as he may a l low, 
a f t e r the r e c e i p t of the s e c r e t a r y ' s reques t t o make such r e p o r t . 
Abs t rac t summaries of two of the r e p o r t s , des igna ted by the s e c r e t a r y , 
i n each year mast be publ i shed i n a newspaper and proof of such 
p u b l i c a t i o n mast be fu rn i shed to the s e c r e t a r y . (Act of June 15, 
1923, P . L. 809, s e c . 15; Pardon 's Penna. S t a t s . , T i t l e 7 , s e c . 15, 
pp . 22 and 23 ) , 

Spec ia l r epo r t s of cond i t ion . 

"The s e c r e t a r y s h a l l have power to c a l l f o r a spec ia l r e p o r t 
from any * * * person undfer the superv i s ion of the department, * * 
* whenever, i n h i s judgment, the same may be necessary to a f u l l 
and complete knowledge of * * * h i s cond i t i on . " (Act of June 15, 
1923, P . L. 809, s ec . 15; Pardon 's Penna. S t a t s . , T i t l e 7, s e c . 15, 
p . 23) . -

Reports and p u b l i c a t i o n s r equ i r ed above to be in l i e u of a l l s i m i l a r 
r e p o r t s and p u b l i c a t i o n s h e r e t o f o r e r equ i r ed . 

The laws of t h i s S t a t e provide t ha t "The r e p o r t s and p u b l i c a -
t ions provided f o r i n * * * ( the above p rov i s ions r e l a t i n g to r e g u l a r 
and s p e c i a l r e p o r t s of condi t ion) s h a l l be i n l i e u of a l l r e p o r t s and 
of a l l p u b l i c a t i o n s f o r s imi l a r purposes h e r e t o f o r e requ i red by law 
to be made." (Act of June 15, 1923, P. L. 809, s ec . 15; Pardon ' s 
Penna. S t a t s . , T i t l e 7, sec . 15, p . 2 3 ) . This p rov i s ion appa ren t ly 
has the e f f e c t of r epea l i ng t h a t p o r t i o n of the Act of June 11, 1911 
(P . L. 1060, s ec . 2; Pardon 's Penna. S t a t s . , T i t l e 7, s ec . 719, p . 
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• 22, 183) , he re inbe fo re r e f e r r e d to utiddf the Caption t i t l e d "Statement of ^ 
a s s e t s and l i a b i l i t i e s j and p u b l i c a t i o n o f , r equ i r ed" , which r e q u i r e s 
p r i v a t e banks to f i l e i n the o f f i c e of the Sec re t a ry .of Banking a 
sworn s ta tement of i t s a s s e t s and l i a b i l i t i e s and to pub l i sh a copy of 
such s ta tement i n the newspapers. 

F a i l u r e to make or pub l i sh r e p o r t s ; p e n a l t y . 

A p e n a l t y i s p re sc r ibed in case a person f a i l s to make and t r a n s -
mit and to pub l i sh any r epor t of condi t ion r e f e r r e d to above. (Act of 
June 15, 1923, P . i . 809, sec . 15; Purdon's Penna. S t a t s . , T i t l e 7, 
s ec . 15 (b ) , p . 2 3 ) . 

Report of gross , r e c e i p t s to Department of Revenue and payment of tax 
thereon . 

The laws of t h i s S t a t e a l s o r equ i r e a p r i v a t e banker on or be-
f o r e the f i r s t Monday of December of each yea r , to make a w r i t t e n 
sworn s ta tement to the Department of Revenue i n which mast be s e t 
f o r t h the f u l l amount of "h is g ross r e c e i p t s from commissions, d i s -
counts , abatements , al lowances, and a l l o ther r e c e i p t s " a r i s i n g from 
h i s bus iness dur ing the year ending wi th the 30th day of November 
preceding the date of such r e t u r n , "and s h a l l fo r thwi th pay i n t o 
the S t a t e Treasury, through the Department of Revenue, one p e r centum 
upon the aggregate amount of such gross r e c e i p t s * * * " . (Act of 
May IS , 1861, p . L. 708, sec . 1, as amended by Acts of June 27, 
1895, P . 1 . 396, s e c . 1, June 13, 1901, P. 1 . 559, 2To. 266, and 
Apr i l 25, 1929, P. L. 679, sec . 1; Act of Apr i l 9, 1929, P . L. 343, 
Art VII , s ec . 719 a ) . "All * * p r i v a t e bankers s h a l l be r equ i r ed 
to pay l i c e n s e as h e r e t o f o r e , in a d d i t i o n to the amounts which they 
s h a l l be r e q u i r e d , t o pay under the p rov i s ions of t h i s Act ." (Act 
of May 16, 1861, P . 1 . 708, s e c . 4 ) . 

Addi t iona l r e p o r t t o Department of Revenue upon commencing b u s i n e s s . 

"Every p r i v a t e banker, h e r e a f t e r commencing business i n t h i s 
Commonwealth, whether the bus iness be conducted by an i n d i v i d u a l , or 
more than one person i n p a r t n e r s h i p , s h a l l , w i th in s i x t y days a f t e r 
commencing such b u s i n e s s , make a r e p o r t to the Department of Revenue, 
s e t t i n g f o r t h the name or names of the persons engaging i n such b u s i -
n e s s , the name under which the bus iness i s boing conductod, i t s 
l o c a t i o n , and the amount of c a p i t a l inves ted t h e r e i n . " (Act of 
Apr i l 9 , 1929, P. L. 343, Ar t . VII , s ec . 719 b ) . 

Pena l ty f o r f a i l u r e to make above r e p o r t s to Department of Revenue. 

Any p r i v a t e banker who neg lec t s or r e f u s e s to make the r e t u r n 
of g ross r e c e i p t s op the r epor t r e f e r r e d to above to the Department 
of Revenue, " s h a l l , f o r every such neg lec t or r e f u s a l , be s u b j e c t 
to a p e n a l t y of one thousand d o l l a r s " , which s h a l l be c o l l e c t e d by 
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the Department of Bevenuet (Adt Of Apri l 9, 1929, P. L. 343, Ar t . 
XVII, sec . 1707). 

Branches; general establishment of p roh ib i t ed ; 

The laws of th i s State provide tha t "no ind iv idua l , pa r tne r sh ip , 
or unincorporated assoc ia t ion carrying on a banking.business s h a l l 
e s t a b l i s h , maintain , or operate , e i t h e r d i r e c t l y or i n d i r e c t l y , any 
branch bank, branch o f f i c e , agency, s u b - o f f i c e , sub-agency, or branch 
p lace of bus iness , within the Commonwealth of Pennsylvania, fo r the 
t r a n s a c t i o n of any p a r t of * * * , h i s , or t h e i r bus iness , but a l l of 
the business of such * * *, i nd iv idua l s , pa r tne r sh ips , and unincorpo-
r a t e d a s soc ia t ions s h a l l be ca r r i ed on so l e ly and exc lus ive ly a t * * * 
h i s , or t h e i r p r i n c i p a l place of bus iness . " (Act of Apri l 27, 1927, 
P. 1 . 400, sec . 1; Purdort's Penna. S t a t s . , T i t l e 7 , sec . 302, p . 100). 

• Exceptions; establ ishment permit ted within corporate l imi t s of p laces 
where na t iona l banks were operat ing branches on March 1, 19<J7. 

"This ac t s h a l l not apply to * * * any ind iv idua l , p a r t n e r s h i p , 
or unincorporated assoc ia t ion carrying on a banking business which has 
* * * , h i s , or t h e i r p r i n c i p a l p lace of business in a c i t y , borough, 
or township wi th in the Commonwealth of Pennsylvania, in which one or 
more na t iona l banking a s soc i a t i ons , * * * was, on March 1, 1927, 
operat ing one or more branch banks, branch o f f i c e s , agencies , sub-
o f f i c e s , subagencies, or branch places of bus iness , f o r the t r ansac -
t ion of any p a r t of i t s business ; and any such * * *, i nd iv idua l s , 
p a r t n e r s h i p s , and unincorporated assoc ia t ions may h e r e a f t e r e s t a b l i s h , 
sub jec t to the approval of the Secre tary of Banking, and t h e r e a f t e r 
maintain and operate branch banks, branch o f f i c e s , agencies , sub-
o f f i c e s , subagencies, and branch places of business fo r the t r ansac -
t ion of any p a r t of * * *, h i s , or t h e i r bus iness , but only within 
the corporate l i m i t s of the c i t y , borough, or township in which i t s 
p r i n c i p a l o f f i c e i s loca ted and in which such na t iona l banking asso-
c i a t i o n was, on March 1, 1927, operat ing one or more branch banks, 
branch o f f i c e s , agencies , s u b o f f i c e s , subagencies, or branch p laces of 
bus iness . The r i g h t to e s t a b l i s h and maintain branch banks, branch 
o f f i c e s , agencies , s u b o f f i c e s , subagencies, or branch places of bus i -
ness , under the provis ions of t h i s sec t ion , s h a l l be l imi ted to the 
t e r r i t o r y included wi thin the corporate l im i t s on March 1, 1927, of 
the respec t ive c i t i e s , boroughs, or townships in which such na t iona l 
banking a s soc i a t i ons were on tha t date operat ing one or more branch 
banks, branch o f f i c e s , agencies, subof f i ce s , subagencies, or branch 
p laces of business as a fo re sa id ; and such r i g h t s h a l l not extend to 
add i t iona l t e r r i t o r y which may, a f t e r March 1, 1927, be added to such 
c i t i e s , boroughs, or townships, by annexation, consol idat ion with one 
or more municipal corporat ions or otherwise, nor s h a l l i t extend to 
other por t ions or d iv i s ions of municipal corporat ions to which such 
c i t i e s , boroughs, or townships may be annexed, or with which they may 
be consol idated a f t e r tha t date ; the i n t e n t i o n being to l i m i t to the 
respec t ive corporate l im i t s of such c i t i e s , boroughs, or townships as 
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11 they e x i s t e d on March 1, 1927, r i g h t to e s t a b l i s h and main ta in the 
hranch banks, "branch o f f i c e s , agenc ies , s u b o f f i c e s , subagencios, and 
branch p laces of bus iness au thor ized in th i s s e c t i o n . " (Act of Apr i l 
27, 1927, p . L. 400, sue . 3; purdon 's Fenna. S t a t s . , T i t l e 7, s e c . 304, 
p . 102) . 

Other except ions are t h a t the ac t does not apply to branches 
e s t a b l i s h e d or f o r which l oca t i ons had been secured p r i o r to March 1 , 
1927, or to branches r e s u l t i n g from conso l ida t ions e f f e c t i v e p r i o r to 
A p r i l 1 , 1927; "and such * * * i n d i v i d u a l s , p a r t n e r s h i p s , and u n i n c o r -
po ra t ed a s s o c i a t i o n s s h a l l have the r i g h t to r e l o c a t e the same w i t h i n 
the corpora te l i m i t s of the c i t y , borough, or township i n which the 
p r i n c i p a l p l ace of bus iness i s l oca t ed a t the time of such r e l o c a t i o n , 
s u b j e c t to the approval of the Sec re t a ry of Banking." (Act of Apr i l 
27, 1927, p . L. 400, s ec . 2; Purdon's Fenna. S t a t s . , T i t l e 7, s e c . 
305, p . 101 ) . 

Sure ty on bonds. 

An "unincorpora ted bank" i s p r o h i b i t e d from a c t i n g g e n e r a l l y 
as " s u r e t y on any bonds". . . (Act of May 16, 1923, p . L. 248, s e e s . 1 - 3 ; 
Purdon ' s Penna. S t a t s . , Ti%le 7, s e e s . 281-283, pp . 98 and 99) . 

P r e se rva t i on of r e c o r d s . 

Every " p r i v a t e banker" must "preserve , in such form and manner 
t h a t they may be r e a d i l y produced on proper demand, a l l * * * h i s * * 
* records of o r i g i n a l or f i n a l e n t r y , inc luding cards used under the 
card system, and depos i t s l i p s or t i c k e t s , f o r a pe r iod of seven years 
from the date of making the l a s t e n t r y on the same." (Act of Apr i l 
4 , 1929, P . li. 141, sec . 1; Pardon ' s penna. S t a t s . , T i t l e 7, s e c . 321, 
p . 104) . 

Adver t i s ing as t r u s t company or us ing word " t r u s t " as p a r t of t i t l e . 

The laws of t h i s s t a t e p r o h i b i t any "person, copa r tne r sh ip , 
(o r ) l i m i t e d copar tne rsh ip" from adve r t i s i ng or p u t t i n g f o r t h any 
s ign as a t r u s t company or us ing the v/ord " t r u s t " as a p a r t of h i s or 
i t s name or t i t l e . A pe na l t y i s p r e sc r ibed f o r a v i o l a t i o n of t h i s 
p r o h i b i t i o n . (Adt of Apr i l 22 , 1909, P . L . .121 , s e c . 2 , as amended 
by Act of May 19, 1923, ? , L. 274, sec . 1; Purdon's penna. S t a t s . , 
T i t l e 7, s ec . 687, p . 169). 

Unauthorized or u n s a f e "practices or other v i o l a t i o n s of la'.?; s e c r e t a r y 
may i s s u e order to d i scon t inue . 

Whenever i t appears to the s e c r e t a r y t h a t any person has v i o -
l a t e d any p r o v i s i o n of l a v , or i s conducting bus iness i n an unau thor -
i z ed or unsa fe manner, the s e c r e t a r y may i s sue an order d i r e c t i n g such 
person to d i scon t inue such v i o l a t i o n of law or unauthorized- or unsa fe 
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p r a c t i c e s . (Act of June 15, l9$3, p; 809, s e c . 20; Pu.rd.on's penna. 
S t a t s . , T i t l e 7, s e c . 20, p . 25 ) . 

S e c r e t a r y may take possess ion of bus iness ; when. 
* 

"The s e c r e t a r y may, a f t e r hear ing had upon no t ice given wi th 
the approval and. consent of the Attorney General , take possess ion of 
the "business and. p r o p e r t y of any * * * person s u b j e c t to the s u p e r v i -
s ion of the depar tment , whenever i t s h a l l appear t o him t h a t such * * 
* pe r son : 

"1. Has v i o l a t e d any law r e g u l a t i n g * * * h i s bus iness , and has 
p e r s i s t e d i n such v i o l a t i o n in d i s r ega rd of an order duly made by the 
s e c r e t a r y ; 

" I I . I s conducting bus iness i n an unauthor ized or unsafe manner 
and has p e r s i s t e d i n d i s r ega rd of an order duly made by t he s e c r e t a r y ; 

" I I I . I s i n an unsa fe or unsound condi t ion to cont inue b u s i n e s s : 
Provided, in. such case , That the s e c r e t a r y may f o r t h w i t h , wi thout 
such hear ing and consent of the At torney General , take possess ion of 
the bus iness and p r o p e r t y of any such * * * person rece iv ing moneys 
on d e p o s i t , when and i f , i n h i s opinion the p r o t e c t i o n of d e p o s i t o r s 
and the p u b l i c r e q u i r e s such peremptory ac t i on ; 

"IV. Has an impairment of c a p i t a l , which has not been r e s t o r e d 
or made good w i th in the time f i x e d by order of the s e c r e t a r y ; 

"V. Has suspended payment of ob l iga t ions ; 

"VI. Has neg lec ted or r e f u s e d to comply wi th the terms of any 
l a w f u l l y i s sued order of the s e c r e t a r y ; 

"VII . Has r e f u s e d , upon proper demand, to submit the records and 
a f f a i r s of the bus iness to the s e c r e t a r y , a deputy, or any duly au thor -
i z ed examiner or agent of the department; 

'i 
"VI I I . Has r e f u s e d to be examined, upon oath or a f f i r m a t i o n , r e -

gard ing such a f f a i r s ; 

"IX. I s i n the hands of a r ece ive r appointed by any cour t , or i n 
any bankruptcy proceeding , oy of an ass ignee or t r u s t e e f o r c r e d i t o r s 
appointed by such * * * person . 

"The s e c r e t a r y may, i n l i k e manner, take possess ion of the b u s i -
ness and p r o p e r t y of any p r i v a t e or unincorpora ted bank, or the e s t a t e 
of any p r i v a t e banker , otherwise exempt from the superv i s ion of the 
department, whenever such p r i v a t e or un incorpora ted bank s h a l l have 
made an assignment f o r the b e n e f i t of c r e d i t o r s , or for any of the causes 
mentioned he r e inbe fo re i n t h i s s e c t i o n . " (Act of June 15, 1923, P . I . 
809, s e c . 21, as amended by Act of May 5, 1927, IV L. 762, s e c . 7; 
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purdon 's penna» S t a t s . , T i t l e 7, sec . 21, pp. 25 and 26.) 

C e r t i f i c a t e of taking -possession; s ec re t a ry to gupersede r ece ive r 
p rev ious ly appointed. 

When the s e c r e t a r y has taken possession of the business and pro-
p e r t y of any person, he mast make a c e r t i f i c a t e s e t t i n g f o r t h t h a t he 
has so taken possess ion , and mast f i l e such c e r t i f i c a t e i n h i s o f f i c e 
"and cause a c e r t i f i e d copy thereof to tie f i l e d in the o f f i c e of the 
prothonotary , * * * . " Af te r the f i l i n g of such c e r t i f i e d copy, the 
s e c r e t a r y " sha l l supersede any receiver previous ly appointed by any 
court f o r , or any assignee or t r u s t ee f o r c r ed i to r s appointed by, such 
* * * person." (Act of June 15, 1923, P. L. 809, sec. 22; Pardon's Pen-
na. S t a t s . , T i t l e 7, sec . 22, pp. 27 and 28) . 

Secre tary may be enjoined from continuing possess ion . 

At any time within ten days a f t e r the s e c r e t a r y takes possess ion 
of any person, such person may apply to the court f o r an i n j u n c t i o n to 
r e s t r a i n the s e c r e t a r y from continuing such possess ion . I f i t appears 
from s a t i s f a c t o r y evidence that there i s j u s t cause f o r the taking and 
continuing of possess ion , the s ec re t a ry sha l l not be enjoined; but i f 
t h i s evidence can.be overcome by proper proof produced by the person, 
"the court s h a l l d i r e c t the s ec re t a ry to r e f r a i n from f u r t h e r proceed-
ings and to surrender such possess ion ." (Act of June 15, 1923, p . 1 . 
809, s e c . 23, as amended by Act of May 5, 1927, p . L- 762, sec . 8; 
Pardon 's penna. S t a t s . , T i t l e 7, sec . 23, p . 28) . 

Notice of taking possess ion to p a r t i e s holding a s s e t s ; e f f e c t on l i e n s , e t c . 

The s e c r e t a r y mast give not ice in wri t ing to a l l p a r t i e s holding 
a s s e t s of the f a c t tha t he has taken possession of the proper ty and busi-
ness of a person. "ITo one having such not ice or ac tua l knowledge tha t 
the s ec r e t a ry has so taken possession s h a l l have a l i e n or charge agains t 
any of the a s s e t s of puch * * * person f o r any charge, payment, advance, 
or clearance t h e r e a f t e r made or l i a b i l i t y t h e r e a f t e r incur red ." The 
s t a t u s of a l l p a r t i e s becomes f i x e d on the date, the s ec re t a ry f i l e s the 
c e r t i f i c a t e of possession in h i s o f f i c e . (Act of June 15, 1923, P. L. 
809, sec . 25, as amended by Act of May 5, 1927, P. L. 762, s ec . 9; Par-
don's Penna. S t a t s . , T i t l e 7, sec . 25, p . 29) . 

Inventory of a s s e t s . 

The Secre tary mast make a complete inventory of the a s s e t s of any 
person, whose p roper ty and business he has taken over, (Act of June 15, 
1923, p . L. 809, s e c . 26; pardon's Penna. S t a t s . , T i t l e 7, sec . 26, p . 3 0 ) . 

Secre ta ry may suspend or continue bus iness . 

The s e c r e t a r y i s author ized , upon taking possession of the proper ty 
and business of any person, " to continue or suspend the business f o r such 
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' 'period, as he may deem necessary to enable Mm to determine whether to 
l i q u i d a t e the a f f a i r s of such * * * person* and, during such p e r i o d , 
to "take such ac t i dn as i n hid judgment i s necessary to conserve the a s s e t s 
and "business»11 (Act of June 15, 1923, P. L. 809, s ec . 27; Pardon's 
Penna. S t a t s . , T i t l e 7, sec . 27, p . 30) . 

Surrender of possess ion by s e c r e t a r y . 

The s e c r e t a r y may, upon condi t ions approved by him, surrender pos-
se s s ion of the bus iness of any person for the purpose of pe rmi t t i ng such 
person to resume bus iness , to s e l l or convey h i s p roper ty and f r a n c h i s e , 
or to merge or conso l ida te h i s bus iness with t ha t of another person , or 
because he i s without funds to continue or l i q u i d a t e the bus iness and 
p r o p e r t y of such person . When possess ion i s so sur rendered , the s e c r e t a r y 
must i s sue an order to t h a t e f f e c t , which order must be f i l e d i n h i s o f f i c e . 
A c e r t i f i e d copy of the order must a l so be f i l e d i n the o f f i c e of the protho-
no t a ry . (Act of June 15, 1923, P .L . 809, sec . 28, as amended by Act of May 
5 , 1927, P.L. 762, s ec . 10; Pardon 's penna. S t a t s . , T i t l e 7, s ec . 28 ,p .30 ) . 

Powers of s e c r e t a r y as r e c e i v e r . 

When the s e c r e t a r y takes possess ion of the business and p rope r ty 
of any person, he has the same r i g h t s , powers and d u t i e s as a r ece ive r 
appointed by any cour t of equ i ty in the S ta te of Pennsylvania . (Act of 
June 15, 1923, p .L . 809, sec . 29, as amended bjf Act of May 5, 1927, P . I . 
762, s ec . 11; Pardon ' s Penna. S t a t s . , T i t l e 7, sec . 29, p . 20 ) . 

Sec re t a ry to cont inue possess ion u n t i l a f f a i r s a re l i q u i d a t e d ; except ions . 

When the s e c r e t a r y has taken possess ion of the business and proper ty 
of any person, he s h a l l hold such possess ion u n t i l the a f f a i r s of such 
person have been l i q u i d a t e d by him, un less ( l ) he i s d i r e c t e d by the court 
to surrender such possess ion , (2) he has permi t ted a resumption of bus iness , 
or a sa le or conveyance of p roper ty and f r a n c h i s e s , or a merger or con-
s o l i d a t i o n , or (3) the depos i tors and other c r e d i t o r s of such person and the 
expenses of such l i q u i d a t i o n have been pa id i n f u l l . (Act of June 15, 1923, 
P .L. 809, sec . 31; Purdon's Penna. S t a t s . , T i t l e 7, sec . 31, p . 32) . 

l i q u i d a t i o n . 

The laws of t h i s S t a t e a l s o conta in d e t a i l e d p rov i s ions with r e f -
erence to the l i q u i d a t i o n of persons and the du t i e s and powers of the Sec-
r e t a r y of Banking in qormection therewi th . These p rov is ions deal with the 
duty of the s e c r e t a r y to make an inventory and appraisement of a s s e t s of 
the person, the d i s p o s i t i o n of a l l funds, p rope r ty and investments held by 
the person i n a f i d u c i a r y capac i ty , the no t ice the s e c r e t a r y must give to 
depos i to r s and c r e d i t o r s , the proof of claims by depos i to r s and c r e d i t o r s , 
the allowance of such claims, the f i l i n g by the s e c r e t a r y of a p a r t i a l or 
f i n a l s tatement of r e c e i p t s and expendi tures and a l i s t of claims allowed or 
r e j e c t e d , the d i s t r i b u t i o n of dividends to approved c la imants , the hear ing 
and dec i s ion of cont rover ted claims,and the payment of l i q u i d a t i o n expenses. 
(Act Of June 15, 1923, p . L. 809, sees . 40, 41,43,45 and 49, and s ee s . 38, 
42 ,44 ,46 ,47 , and 48, as amended by Act of May 5, 1927, P.L. 762, s e e s . 17-
22; Pardon 's Penna. S t a t s . , T i t l e 7, sees . 38,40-49, pp. 37-46) . 
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i g o q q . i S k m , 

P r i v a t e "banking bus iness apparen t ly -prohibi ted. 

The fo l lowing p rov i s i ons would, seem to p r o h i b i t a "person, 
p a r t n e r s h i p or a s s o c i a t i o n " from t r a n s a c t i n g a general banking bus ines s . 

"Ho co rpora t ion , e i t h e r domestic or f o r e i g n , and no person, p a r t -
ne r sh ip , or a s s o c i a t i o n , except banks, savings bank, or t r u s t companies 
incorpora ted under the laws of t h i s s t a t e " s h a l l h e r e a f t e r make use of any 
s ign or o the r a d v e r t i s i n g i n d i c a t i n g t h a t the p lace of bus iness or the 
bus iness c a r r i e d on i s t h a t of a "bank, savings bank, or t r u s t company; 
jior s h a l l any such co rpo ra t i on , person, a s s o c i a t i o n , or p a r t n e r s h i p r e -
ce ive depos i t s and t r a n s a c t bus iness in the way or manner of a bank, sav-
ings bank, or t r u s t company, or in such a way or manner as to l ead the 
pub l i c t o be l i eve , or as , in the opinion of the bank commissioner, might 
l e ad the p u b l i c to b e l i e v e , t h a t i t s bus iness i s t h a t of a bank, savings 
bank, or t r u s t company; * * (P.I , . 1909, ch. 404, sec . 24; Banking Laws, 
1929, s ec . 24, p . 71 . ) 

Examination by bank commissioner t o a s c e r t a i n whether law i s being v i o l a t e d . 

The bank commissioner and h i s a s s i s t a n t s have a u t h o r i t y " to 
examine the accounts , books, and papers of any corporat ion* person, p a r t -
ne r sh ip , or a s s o c i a t i o n which makes a bus iness of r e c e i v i n g money on 
depos i t , i n order to a s c e r t a i n whether such corpora t ion , person, p a r t n e r -
ship , or a s s o c i a t i o n has v i o l a t e d or i s v i o l a t i n g any p r o v i s i o n of t h i s 
t i t l e ; * * *" . (P .L . 1909, ch. 404, sec . 25; Banking Laws, 1929, sec . 25 . 
pp . 71 and 72 . ) 

Pena l ty f o r v i o l a t i o n ; banking commissioner must r epo r t v i o l a t i o n to Attorney 
General; procedure to r e s t r a i n f u r t h e r v i o l a t i o n . 

Any person, p a r t n e r s h i p , or a s s o c i a t i o n v i o l a t i n g any p r o v i s i o n 
of the s e c t i o n f i r s t above quoted must pay a pena l ty of one hundred d o l -
l a r s a day f o r every day dur ing which such v i o l a t i o n cont inues , and a l l such 
Vio la t ions must be immediately r e p o r t e d by the bank commissioner to the 
At torney General . The p e n a l t y may be recovered by an in format ion or other 
appropr i a t e proceeding brought i n the Superior Court f o r the County i n 
which s a i d v i o l a t i o n has occurred, in the name of the Attorney General . 
Upon such in format ion or o the r proceeding the cour t may i ssue an i n j u n c -
t i o n r e s t r a i n i n g such person , p a r t n e r s h i p , or a s s o c i a t i o n from f u r t h e r 
p rosecu t ion of i t s bus iness and may make such o the r order or decree as 
may be p r o p e r . (P .L. 1909, ch. 404, sec . 25; Banking Laws, 1929, sec . 
25, p . 7 2 . ) ' 

SOUTH CAROL I M . 

, P r i v a t e bftnks not •prohibi ted; apparen t ly sub jec t to examination; opera t ions 
a l s o - s u b j e c t to o t h e r p rov i s i ons of law. • 

I t does not appear t h a t the laws of t h i s S ta t e p r o h i b i t p r i v a t e 
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banks from t r a n s a c t i n g k "banking business; /but i t does appear from c e r t a i n 
p rov is ions of these laws tha t %anks a re __ subjec t to 
examination "by the S ta te Bank Examiner, are express ly requi red to publ i sh 
r e p o r t s of condi t ion, a re made subjec t to the general p rov is ions covering 
the t axa t ion of "banks, and a re expressly i nh ib i t ed from us ing the words 
"bank", "banking", " t r u s t " , or " t r u s t company" i n connection with t h e i r 
bus iness , or from making use of any adve r t i s ing or t r ansac t ing bus iness in 
any manner so as to c r ea t e the b e l i e f tha t the bus iness engaged i n i s 
t ha t pf a t r u s t company. These provis ions a r e r e f e r r e d to below. 

Banking i n s t i t u t i o n s conducted by "persons" subjec t to examination by S ta te 
Examiner^ 

The Governor of the S ta te of South Carolina i s requi red to "ap-
poin t a competent person to examine, from time to time, as h e r e i n a f t e r 
provided, in to the a f f a i r s and the condi t ion of a l l banks and banking 
i n s t i t u t i o n s conducted by corporat ions or persons in t h i s S t a t e . " (Code 
of 1923, sec . 3977; Banking Law Panphlet, 1928, sec . 82, p . 43 . ) Apparently, 
t h i s p rov i s ion makes p r i v a t e banks subject to examination by the S t a t e 
examiner "as h e r e i n a f t e r provided"; but because some of these " h e r e i n a f t e r 
provided" examination p rov i s ions can not be made t o apply to p r i v a t e 
bankers, i t would seem tha t i t was intended tha t such provis ions should 
apply to p r i v a t e banks wherever i t i s poss ib le to make them appl icable and 
these app l i cab le p rov is ions are se t out beldw. 

Duty and power of examiner: repor t of examination. 

" I t s h a l l be the duty of such Bank Examiner, and he sha l l have 
power to make a thorough examination into a l l the books, papers and a f f a i r s 
of the a f o r e s a i d banks and banking i n s t i t u t i o n s , and in making such examina-
t ions the Examiner sha l l have au thor i ty to adminis ter oaths and to sunmon 
and examine any and a l l persons connected with the sa id banks and banking 
i n s t i t u t i o n s , and i f any person in such examination before the Bank Examiner 
s h a l l t e s t i f y f a l s e l y , he sha l l b % i n d i c t a b l e as fo r p e r j u r y . The Bank Ex-
aminer sha l l make a f u l l and de t a i l ed repor t of h i s f ind ings and f i l e the 
same i n the o f f i c e of the Sta te Treasurer, and in t h i s r epor t sha l l be se t 
f o r t h a l l v i o l a t i o n s , i f any, of the banking laws of the S t a t e , and a l so 
such a f u l l summary of the a f f a i r s of the bank as s h a l l be necessary f o r 
the p r o t e c t i o n of the r i g h t s of the s tockholders , deposi tors and c r e d i t o r s 
of such bank. I t sha l l a l so be the duty of sa id Bank Examiner to fo r thwi th 
br ing to the a t t e n t i o n of the said banks a l l such v i o l a t i o n s of the banking 
laws of t h i s S ta t e and t h a t the same be remedied or discont inued. He sha l l 
f u r n i s h a l l banks so examined by him or h i s a s s i s t a n t s with a copy of 
s a id r e p o r t . (Code of 19$2, sec . 3978; Banking Law Pamphlet, 1928, sec . 
83, p . 4 . ) 

Number of examinations requi red: f e e s . 

"The Bank Examiner sha l l make,at l e a s t two examinations every 
year of a l l the banks and banking i n s t i t u t i o n s in t h i s S t a t e * * * ." 
Fees f o r these examinations are to be charged according to the c a p i t a l 
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of the "banks. No bank cati be reqiiifrBd to pay f o r more than two examina-
t ions each year , un les s add i t iona l examinations are necessary "because of 
the misoanagement or negligence of a bank's o f f i c e r s in which cases the 
ac tua l expenses of such addi t iona l examinations must be pa id by the bank 
examined. The S ta t e Treasurer must hold these f ees f o r paying the ex-
penses of the S ta te Examiner and. they are payable upon the order of the 
S ta t e Bank Examiner, The S ta t e Treasurer mast include i n h i s annual 
repor t to the Legis la ture an a b s t r a c t of the repor t s made to him by the 
S ta te Bank Examiner, showing the f i n a n c i a l condi t ion of the banks examined 
by him, and a l so a schedule of the r ece ip t s and disbursements connected 
with the S ta te Bank Examiner*s o f f i c e . (Code of 1922, sec . 3983, as a -
mended by Acts of 1923, p . 191; Banking Law Pamphlet, 1928, sec . 85, p . 44) . 

Examiner may take charge of unsound bank and apply fo r appointment of 
r e c e i v e r . 

" I f the S t a t e Bank Examiner s h a l l f i n d tha t any of the sa id 
banks or banking i n s t i t u t i o n s a re insolvent , or that t h e i r business i s 
being so d i shones t ly and f r audu l en t l y conducted as to jeopardize the i n t e r -
e s t s of the depos i to r s , c r e d i t o r s or stockholders, - he shall have f u l l power, 
upon consu l t a t ion with the S ta te Treasurer, to take and r e t a i n possess ion 
of a l l the a s s e t s and proper ty of every desc r ip t ion belonging to such bank 
or banking i n s t i t u t i o n : Provided, He s h a l l have f i r s t app l i ed f o r and 
obtained an order to t h i s e f f e c t from a Ci rcu i t Judge, e i t h e r r e s id ing or 
p re s id ing a t the time, in the Ci rcu i t i n which such bank or banking i n s t i -
t u t i on i s loca ted , two days' not ice of such app l i ca t ion being f i r s t given 
tb the Board of Direc tors of sa id batik of the a p p l i c a t i o n f o r sa id o rder . 
And i t s h a l l be h i s duty, and he i s hereby author ized and empowered, to 
make proper a p p l i c a t i o n to the court fo r the appointment of himself or some 
other person as r ece ive r to wind up and s e t t l e the a f f a i r s of such bank or 
banking i n s t i t u t i o n . " (Code of 1922, sec . 3985; Banking Law Pamphlet, 1928, 
sec . 87, p . 46) . 

Reports of condi t ion and business must be publ ished: pena l ty f o r f a i l u r e 
to pub l i sh . 

"All i n s t i t u t i o n s doing business in t h i s S ta te in lending 
money and rece iv ing depos i t s , under Acts of incorpora t ion granted by the 
S ta t e , a re hereby requi red , under pena l ty of a f o r f e i t u r e of t h e i r cha r t e r s , 
to publ i sh in a newspaper in the c i t y , town or v i l l a g e where they, or any 
branch the reof , may do business , when and as c a l l e d for by the S ta te Bank 
Examiner, without previous no t i ce , a cor rec t r epor t of the condi t ion and 
business of such i n s t i t u t i o n , which repor t Shall contain a statement, under 
oath, by the P res iden t or Cashier of such i n s t i t u t i o n , of the amount of 
the c a p i t a l s tock p a i d in , deposi ts , discounts, proper ty and l i a b i l i t i e s 
of said i n s t i t u t i o n , v e r i f i e d by three of the d i r ec to r s t h e r e o f . 

"Upon failure* of any such i n s t i t u t i o n to publ i sh the r epor t 
r equ i red h e r e i n , the Attorney General* on no t ice t he reo f , s h a l l a t once 
take the necessary s t eps to vacate the cha r t e r of s a i d i n s t i t u t i o n * This 
sec t ion sha l l apply to a l l p r i v a t e banking I n s t i t u t i o n s , whether char te red 
or not*" (Code of 1922, sec« 2Bf}Qj Bankii^ Law Pamphlet, 1928, sec . 60, p . 
2 8 - > \ /• / • ••••• . 
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Taxation. 

The laws express ly make p r i v a t e "banks sub jec t t o the p rov i s ions 
covering the t a x a t i o n of the shares of s tock and r e a l e s t a t e of "banks, 
and con ta in d e t a i l e d requirements wi th r e f e r e n c e to t he manner of impos-
ing such t a x a t i o n . (Code of 1922, sec . 342, as amended "by Laws of 1924, 
p . 1220, sec . 366, sec . 400-403; sec . 404, as amended "by Laws of 1927, 
p . 265, sec . 405-412, and Acts approved March 21, 1934, p . 116, Acts of 
1924, and A p r i l 14, 1925, p . 294, Laws of 1925; Banking Law Pamphlet, 
1928, s ees . 92-108, pp . 49-55 . ) Taxation of p r i v a t e banking i n s t i t u t i o n s 
i s a l s o provided f o r by Chapter 194, Acts of 1925, p . 294. 

Use of words "Bank" or "Banking". 

" I t s h a l l be unlawful f o r any person or persons i n t h i s S t a t e 
to use the words 'Bank' or 'Banking1 i n connect ion wi th any b u s i n e s s , 
c a l l i n g or p u r s u i t , o the r than a l e g a l i z e d incorpora ted banking i n s t i -
t u t i o n . Any person or persons v i o l a t i n g the p rov i s ions of t h i s Act s h a l l 
be sub jec t to a f i n e of not l e s s than one thousand ($1,000.00) d o l l a r s 
and not more than t e n thousand ($10,000.00) d o l l a r s and by imprisonment 
not exceeding t en y e a r s , nor l e s s than one y e a r , i n the d i s c r e t i o n of the 
c o u r t . " (Criminal Code of 1922, sec . 235; Banking Law Pamphlet, 1928, sec 
145, p . 109) . 

Use of words " t r u s t " or " t r u s t company", or t r a n s a c t i o n of bus iness as 
t r u s t company. 

No pe r son , a s s o c i a t i o n or f i r m "other than t r u s t companies char-
te red under the laws of t h e S t a t e of South Carol ina p r i o r t o t he passage 
and approval of t h i s Ac t , or o ther than a corpora t ion au thor i zed to do 
bus iness of a t r u s t company and sub j ec t to t h e supe rv i s ion of the S t a t e 
Bank Examiner, s h a l l make use of the words ' t r u s t 1 or ' t r u s t company1 

as p a r t of any a r t i f i c i a l or corpora te name or title',11 nor make use of 
any a d v e r t i s i n g i n d i c a t i n g t h a t the bus iness conducted i s t h a t of a t r u s t 
company," nor t r a n s a c t bus iness i n such way or manner as t o lead the publ i 
to be l i eve or as i n the opinion of the bank examiner might lead the pub l i c 
t o b e l i e v e , t h a t h i s or i t s bus iness i s t h a t of a t r u s t company." A pen-
a l t y i s p r e s c r i b e d f o r a v i o l a t i o n of these p r o v i s i o n s . (Acts of 1928, 
ch. 693, sec . 24, p . 1283; Banking Law Pamphlet, 1928, s ec . 24, p . 126). 

Bank examiner may examine books, e t c . . i n case of v i o l a t i o n of above 
p rov i s ions . 

"The bank examiner s h a l l have a u t h o r i t y to examine the accounts , 
books and papers of any person , a s s o c i a t i o n , f i r m or co rpo ra t ion whom he 
has reason t o suspect i s v i o l a t i n g the p rov i s ions of t h i s (above) s e c t i o n 
and t o summon and examine under oa th , which he i s empowered to admin i s t e r , 
any person whom he may have reason to b e l i e v e has v i o l a t e d or i s a p a r t i c i 
pant i n any v i o l a t i o n of the p rov i s ions of t h i s s e c t i o n . " (Acts of 1928, 
ch. 693, sec . 24, p . 1283; Banking Law Pamphlet, 1928, sec . 24, p . 126). 
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SOUTH DAKOTA.. 

P r iva t e banking "business permit ted, "but -provisions of "bank a c t made ap-
p l i c a b l e . 

I t appears from the fol lowing provis ions tha t a p r i v a t e 
"banking "business i s not p roh ib i t ed , but tha t where such business i s 
engaged in i t i s sub jec t to the sane general provis ions as a re made ap-
p l i c a b l e to incorporated banks and t r u s t companies by the bank a c t . 

"For the purpose of t h i s chapter every corporat ion, assoc ia -
t i on , f i rm CHT indiv idual in t h i s s t a t e whose business , in whole or i n 
p a r t , cons i s t s in the taking of deposi ts or buying and s e l l i n g exchange 
sha l l be h e l d to be a bank, and as thus def ined each ind iv idua l s tock-
holder or member of such corpora t ion , a s soc ia t ion or f i rm, except as to 
nat ional banks, s h a l l be subjec t to the provis ions of t h i s chapter" . 
"This chapter" covers the organiza t ion and opera t ion of banking i n s t i t u -
t i o n s . "Where re fe rence in t h i s chapter is made to banks, t r u s t companies 
or the business of banks or t r u s t companies in any manner, the same sha l l 
be construed as applying to any such corporat ion, a s soc i a t i on , f i rm or 
individual so engaged i n bus iness as def ined in t h i s sec t ion , * * *" . 
(South Dakota Revised Code of 1919, sec . 8948; Banking Laws, 1927, sec . 
8948, p . 15) . 11 * * * no char te r or au tho r i t y to engage i n the banking 
business i n t h i s s t a t e s h a l l be issued and no indiv idual , co-par tnership 
or corpora t ion s h a l l be permi t ted to engage i n the banking business 
except on C e r t i f i c a t e i ssued by the Superintendent of banks upon approval 
of the depos i to r s ' guaranty fund commission." (South Dakota Revised Code 
of 1919, sec . 8949; Banking Laws 1927, sec . 8949, p . 15) . " I t s h a l l be 
unlawful f o r any person to adve r t i s e , publ i sh or otherwise represent t ha t 
he i s engaged in the banking business , without f i r s t having obtained 
au tho r i ty from the superintendent of banks as provided i n t h i s chapter" , 
and a penal ty i s p re sc r ibed for unauthorized banking. (South Dakota Re-
v ised Code of 1919, sec . 9000; Banking Laws, 1927, sec . 9000, p . 33) , 

3MBSSSE, 

Barking business may now only be t ransac ted by corpora t ions . . 

The fol lowing provis ions of the laws of th i s State would seem 
to r e s t r i c t the r i g h t to ob ta in the requis i te c e r t i f i c a t e to.do a banking 
business, a f t e r the passage of the s o - c a l l e d banking act of 1913, ft> a 
"corporat ion, f i rm or ind iv idua l" which or who has complied with "the ; 
provis ions of the law r e g u l a t i n g the incorporat ion of banking -corpora-
t ions" . 

"Before any corporat ion, f i rm or individual s h a l l open or com* 
mence the t r a n s a c t i o n of business as a "bank in t h i s State , a f t er the 
passage of t h i s (1913) Act, i t sha l l f i r s t submit i t s a f f a i r s to an 
examination by the Superintendent of Banks, who sha l l ascertain whether 
the p rov is ions of the law r egu la t i ng the incorporat ion of banking corpora 
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at ions havd beeh complied wi th , and whether the f u l l amount of the 
cap i t a l s tock with which i t proposes to commence doing "business has been 
paid i n . I f he s h a l l f i n d these th ings to have been proper ly done, he 
s h a l l then i s sue a c e r t i f i c a t e to the said corpora t ion , f i r m or i nd iv id -
ua l banker, au thor iz ing them to operate and carry on a bus iness of • 
banking." (Publ ic Acts of 1913, ch. 20, sec . 24; Banking Law Pamphlet, 
with amendments to and including 1923, sec . 24, p . 22.) 

"The p rov i s ions of t h i s Act s h a l l apply to a l l persons and 
corporat ions ca r ry ing on a banking business in t h i s S t a t e , except tha t 
the provis ions of t h i s Act s h a l l not apply to na t iona l banks". (Public 
Acts of 1913, ch. 20, sec . 42; Banking Law Pamphlet , wi th amendments to 
and including 1923, sec . 42, p . 27.) 

"The term or word ' bank ' , or ' banks ' , or ' b anke r ' , as used i n 
t h i s Act, wherever i t may occur i n any pa r t t h e r e o f , s h a l l s i g n i f y , mean, 
cover and include every t r u s t company, loan company, mortgage secur i ty 
company, sa fe deposi t company, rece iv ing money on depos i t , and every 
ind iv idua l , f i rm , corpora t ion , a s soc ia t ion or company doing a banking, 
loan or discount bus iness and receiv ing money on deposi t a.nd performing 
func t ions of a bank". (Public Acts of 1913, ch. 20, sec . 44; Banking 
Law Pamphlet, wi th amendments to and including 1923, sec . 44, p . 28). 

The bank ac t a l so contains numerous re fe rences to the words 
"persons", " f i rms" and " ind iv idua l s" , and, in some few in s t ances , the 
term "pr iva te banker" i s used; fur thermore, the a c t , in c e r t a i n sec t ions 
thereof ( sec . 10, paragraphs 5 and 15, and sec. 15, paragraph 1 ) , spe-
c i f i c a l l y d i s t i n g u i s h e s between "corporat ions" and "persons" or "f i rms" 
engaged i n the banking business i n ou t l in ing the procedure to be followed 
i n complying wi th the requirements of the r e spec t ive s e c t i o n s , i nd i ca t ing 
tha t a p r i v a t e banking business i s a c t u a l l y recognized i n t h i s S t a t e . 
In view of the p rov i s ions above quoted, however, i t would seem tha t i t was 
intended tha t t h i s r ecogn i t ion should apply only to p r i v a t e bankers who 
were t r ansac t i ng a banking business p r i o r to the passage of the 1913 bank 
a c t , although no such exception i s expressly made i n the ac t i t s e l f . 

TEXAS. 

Pr iva te banking business permi t ted , but sub.ject to c e r t a i n provis ions of 
law. 

" I t i s hereby declared to be the publ ic po l icy of t h i s S ta te t ha t 
no add i t iona l p r i v a t e banking i n s t i t u t i o n or business s h a l l be organized 
or e s t ab l i shed , a f t e r the t ak ing e f f e c t of t h i s Act , and i t i s hereby 
declared tha t i t s h a l l be unlawful f o r any person, a s soc i a t i on or persons, 
pa r tne r sh ips , or t r u s t e e or t r u s t e e s ac t ing under any common law dec la ra -
t i on of t r u s t , to h e r e a f t e r organize or e s t a b l i s h , begin or resume the 
operat ion of any banking i n s t i t u t i o n or business wi th in t h i s S t a t e " , ex-
cept as provided h e r e i n a f t e r . (Laws of 1923, ch. 185, sec . 1 , 
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p . 422; Revt S t a t e . , 1929, Art) 541.) " I t sha l l be the duty of p r i v a t e 
ind iv idua ls ok* f i rms engaging i n the banking "business .to use a f t e r the 
name under which the business i s conducted, the word i n pa ren thes i s 
•Unincorporated' , and f a i l u r e to do so s h a l l subjec t the o f fender to 
a penal ty of one hundred d o l l a r s * * *". (Acts of 1905, S . S . , p . 11; 
Rev. S t a t s . , 1925, a r t . 541.) 

Adver t i s ing . 

I t i s unlawful f o r any p r i v a t e banker "to use , a d v e r t i s e or put 
f o r t h any s ign as a bank, t r u s t company, bank and t r u s t company or savings 
bank, or to i n any way s o l i c i t or rece ive business as such, or to use as 
t h e i r name or p a r t of t h e i r name on any s ign , adve r t i s ing or l e t t e r head 
or envelope the word bank, banker, banking, banking company, t r u s t , t r u s t 
company, bank and t r u s t company, savings bank, savings, or any other term 
which may or might be confused with the name of a corpora t ion organized 
under the genera l p rovis ions of the banking laws of t h i s S t a t e . " (Acts of 
1925, ch. 148, p . 356; Rev. S t a t s . , 1925, a r t . 541-A.) 

Names of persons only can be used i n name. 

a s ? 

I t i s unlawful f o r a p r i v a t e bank to adopt or use any a r t i f i -
c i a l name or business t i t l e or to use any other than the name of the pe r -
son or persons of the p r i v a t e bank, i n the management, conduct or operat ion 
of such p r i v a t e bank. (Acts of 1925, ch. 148, p . 356; Rev. S t a t s . , 1925, 
a r t . 541-B.) 

Funds not to be employed in specula t ive ven tures . 

No p r i v a t e bank "engaged i n the business of banking or operat ing 
a bank of deposi t i n t h i s S t a t e sha l l employ any pa r t of the funds of the 
deposi tors of such i n s t i t u t i o n in any specula t ive venture or en t e rp r i s e 
owned or promoted by said bank or any of the par tners , . o f f i c e r s or managers 
t h e r e o f . " (Acts of 1923, ch. 185, sec. 3, p . 423; Penal Code, j.925, a r t . 
560.) 

Af f i dav i t of solvency requ i red . 

Not l a t e r than January 15th of each yea r , each p r i v a t e bank i s 
required to f i l e wi th the county c le rk of the county i n which the p r i n c i p a l 
place of bus iness of the bank i s conducted, an a f f i d a v i t s t a t i n g tha t the 
bank i s solvent and has and owns proper ty and a s s e t s i n the S t a t e of Texas 
the value of shich i s i n excess of any and a l l of the l i a b i l i t i e s of such 
p r iva t e bank. (Acts of 1923, ch. 185, sec . 4 , p . 423; Penal Code, 1925, a r t . 
561.) 

Statement of ownership requ i red ; pub l i ca t ion o f . 

Not l a t e r than January 20th of each yea r , each p r i v a t e bank i s 
required to f i l e wi th the county c le rk of the county i n which i t s p r i n c i p a l 
p lace of bus iness i s loca ted , a w r i t t e n sworn statement g iv ing the names of 
each person holding or owning any f i n a n c i a l i n t e r e s t i n t h e bank, and a 
copy of such statement must be published " in some newspaper of general c i r -
cu la t ion i n sa id county, i f such newspaper be published wi th in sa id county." 
(Acts of 1923, ch. 185, sec. 5, p . 423; Penal Code, 1925, a r t . 562.) 
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R e s t r i c t i o n oh advert isement of r e s p o n s i b i l i t y . 

No p r i v a t e bank can a d v e r t i s e i n any manner t h a t i t owns, 
possesses or has a f i n a n c i a l r e s p o n s i b i l i t y i n excess of the r e a l and 
t r u e f i n a n c i a l r e s p o n s i b i l i t y of such bank. The laws d e f i n e the term 
" f i n a n c i a l r e s p o n s i b i l i t y " to mean money or r e a l or pe r sona l p roper ty 
w i th in the S t a t e . (Acts of 1923, ch. 185, sec . 8, p . 424; Penal Code, 
1925, a r t . 563.) 

V io la t ion of p reced ing p r o v i s i o n s ; p e n a l t y . 

A v i o l a t i o n of any of the preceding p rov i s ions by any p r i v a t e 
bank or any member the reof c o n s t i t u t e s a misdemeanor "punishable by a 
f i n e of not l e s s than one hundred nor more than one thousand d o l l a r s , or 
by imprisonment i n j a i l f o r not l e s s than t h i r t y days nor more than 
twelve months, or by bo th such f i n e and imprisonment. Each day said 
bus iness id c a r r i e d on or at tempted to be c a r r i e d on s h a l l be a sepa ra t e 
o f f e n s e . " (Acts of 1923, ch. 185, sec . 8, p . 424; Penal Code, 1925, a r t . 
564.) 

Receiving d e p o s i t s whi le i n s o l v e n t ; p e n a l t y . 

Any p r i v a t e banker , or any manager, cash ie r or o ther pe rson , 
owning or ope ra t i ng a p r i v a t e bank, who r ece ives or a s s e n t s t o the recep-
t i o n of any depos i t of money or other va luab le th ing i n t o the bank, or i f 
such p r i v a t e bank, manager, cash ie r or o ther pe rson , c r e a t e s or a s s e n t s to 
the c r e a t i o n of any d e b t , deb ts or indebtedness , i n c o n s i d e r a t i o n or by 
reason of which indeb tedness , any money or v a l u a b l e p rope r ty i s rece ived 
i n t o the bank, a f t e r knowledge t ha t such banker " i s i n s o l v e n t , or i n 
f a i l i n g c i rcumstances , he s h a l l be confined i n ,the p e n i t e n t i a r y not l e s s 
than two nor more than t e n y e a r s . " The f a i l u r e of the p r i v a t e banker i s 
prima f a c i e evidence of knowledge t h a t such banker was inso lven t or i n 
f a i l i n g circumstances when the money or p roper ty was rece ived 'Acts of 
1923, ch. 185, s ec . 7 , p . 424; Penal Code, 1925, a r t . 565.) 

Exceptions from above p r o v i s i o n s . 

The above p rov i s i ons do not apply to p r i v a t e banks which were 
" a c t i v e l y engaged i n the opera t ion of any bank, t r u s t company, bank and 
t r u s t company or savings bank" a t the time t h i s (1925) Act became e f f e c t i v e ; 
nor do such p r o v i s i o n s apply to "any bank which may have been i n succes s fu l 
opera t ion i n t h i s S t a t e f o r twenty years and s h a l l have suspended opera-
t i o n s p r i o r t o the passage of t h i s Act , but which s h a l l resume opera t ion 
wi th in twelve months a f t e r the passage of t h i s Act . " The r i g h t to continue 
or resume bus iness " i s hereby express ly recognized, confirmed and f i x e d . " 
These p rov i s i ons a l s o do not apply to a p r i v a t e banker "who has f o r a per iod 
of one year next preceding t h e da te tha t t h i s Act becomes e f f e c t i v e , and 
who, as such, i n the course of the l i q u i d a t i o n of any bank or t r u s t company 
or bank and t r u s t company w i t h i n t h i s S t a t e , has acquired the a s s e t s , or 
any p a r t t h e r e o f , inc lud ing t he r e a l e s t a t e used as i t s banking house or 
p l ace of bus ines s and has assumed the l i a b i l i t i e s , or a p a r t thereof of 
such l i q u i d a t e d bank or t r u s t company or bank and t r u s t company. " (Acts of 
1925, ch. 148, p . 356; Rev. S t a t s . , 1925, a r t . 541-C; Penal Code, 1925, a r t . 
566.) 
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"Blue Sky Law1*- not app l i cab le to p r i v a t e bap3cB, 

(The laws of t h i s S ta te a l so provide tha t the so -ca l l ed HBlue 
Slsy Law" s h a l l not apply to p r i v a t e banks. (Rev. S t a t s . , 1925, a r t . 599.) 

UTAH. 

Pr iva te banking express ly prohibi ted ' . 

The laws of Utah provide tha t "The e s t ab l i sh ing or maintenance 
of p r i v a t e or pa r tne r sh ip banks i s hereby expressly p roh ib i t ed ; provided, 
tha t a l l such banks now in operat ion s h a l l r e t i r e from bus iness or i n -
corporate under the provis ions of t h i s chapter wi th in a per iod of f i v e 
years from and a f t e r the approval of t h i s chap te r . " (Act approved March 
30, 1911; Compiled Laws of Utah, 1917, T i t l e 19, ch. 6, as amended, sec . 
994; Banking Laws, 1927, sec. 994, p . 9 . ) 

VERMONT. 

P r iva t e banking business p roh ib i t ed . 

"A person, f i rm , a s soc ia t ion or corpora t ion , except corporat ions 
repor t ing to and under the supervis ion of the bank commissioner, sha l l 
not adver t i se or put f o r t h any sign as a bank, banking a s s o c i a t i o n or 
t r u s t company, or in any way s o l i c i t or rece ive depos i t s or t r ansac t b u s i -
ness as a bank, banking as soc ia t ion or t r u s t company, or use the words 
'bank ' , 'banking a s s o c i a t i o n ' or ' t r u s t company'; but t h i s sec t ion sha l l 
not prevent an i n d i v i d u a l , as such, from ac t ing i n a t r u s t capac i ty . A 
person, f i rm, a s s o c i a t i o n or corporat ion subject to the p rov is ions of t h i s 
s ec t ion , who v i o l a t e s a provis ion t h e r e o f , sha l l be f i n e d not more than 
f i v e hundred d o l l a r s fo r each o f f e n s e . " (General Laws Rela t ing to Banks, 
ch. 226, Par t I I , sec . 5419; Banking Laws, 1918, sec. 5419, p, 31.) 

VIRGINIA. 

Banking business may only be t ransac ted by corpora t ions ; exceptions. 

"No person, co-par tnersh ip or corpora t ion , except corporat ions duly 
char tered and a l ready conducting the business of banking or t r u s t , under 
au thor i ty of the law of t h i s S ta te or the United S t a t e s , or which sha l l 
h e r e a f t e r be incorporated under the laws of t h i s S t a t e , or author ized to 
do business under the banking laws of the United S t a t e s , s h a l l engage in 
the business of banking or t r u s t i n t h i s S t a t e ; and no f o r e i g n Corporation 
sha l l do a banking or t r u s t business in t h i s S t a t e , except t ha t nothing in 
t h i s chapter s h a l l prevent any person or co-par tnership or corporat ion from 
lending money on r e a l e s t a t e and personal s ecu r i ty or c o l l a t e r a l , or from 
guaranteeing the payment of bonds, no tes , b i l l s and other ob l iga t ions , or 
from purchasing or s e l l i n g a l l stocks and bonds. But t h i s s ec t ion s h a l l 
not apply to or a f f e c t any p r i v a t e banker or f i rm of p r i v a t e bankers who 
sha l l have been engaged i n business on the f i r s t day of January, Nineteen 
Hundred and Ten." (Virg in ia Bank *Act, sec. 3 , as amended; ch. 507, Acts 
of 1928, p . 1308, as amended by ch. 278, Acts of 1930, p . 702 . ) . The laws 
a l so contain provis ions p roh ib i t i ng persons or corporat ions not l awfu l ly 
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engaged i n the "business of ba.nld.fig from using adve r t i s ing i n d i c a t i n g tha t 
the p lace of bus iness or the "business ca r r ied on i s tha t of a "bank or from 
us ing the word "bank", ""banking", e t c . i n connection wi th the "business. 
(Virginia Bank Act, sec . ch. 507, Acts of 1928, p . 1308; Banking Law 
Pamphlet, 1929, sec . 4149 (4 ) , p . 25.) 

Penal ty f o r v i o l a t i o n of p rov is ions . 

The laws provide tha t any person or persons v i o l a t i n g the p ro-
v i s ions r e f e r r e d to above "e i the r ind iv idua l ly or as an i n t e r e s t e d p a r t y , 
i n any co-par tnersh ip or corporat ion, s h a l l "be g u i l t y of a misdemeanor." 
(Virg in ia Bank Act , sec . 4; ch. 507, Acts of 1928, p . 1308; Banking Law 
Pamphlet, 1929, sec . 4149 ( 4 ) , p . 25.) 

S ta te Corporation Commission may examine "books, records , e t c . when v i o l a -
t i on suspected. 

The S t a t e Corporation Commission has au thor i ty to examine the 
accounts, "books and papers of any person or co-par tnersh ip whom i t has 
reason to suspect i s doing a "banking "business, i n order to a s c e r t a i n whether 
such person or co-par tnersh ip lias v io l a t ed or i s v i o l a t i n g , any provis ion 
of the "banking a c t . The r e f u s a l to submit such accounts , "books and papers 
i s prima f a c i e evidence of a v i o l a t i o n . (Virginia Bank Act , Sec. 4; 
ch. 507, Acts of 1928, p . 1308; Banking Law Pamphlet, 1929, s ec . 4149 (4 ) , 
p . 25.) 

WASHINGTON. 

Pr iva te "banking "business apparent ly p roh ib i t ed . 

The laws of t h i s s t a t e provide f o r the incorpora t ion of "banks and 
t r u s t companies and mutual savings "banks to engage i n the "busiress of "bank-
ing as def ined "below. (Laws of 1923, sec . 3, p . 302, Laws of 1999, sec . 2, 
p . 93, sec . 3 , p . 95, sec. 1, p . 437; Hem. Comp. S t a t s . , 1927 Sapp., sees . 
3226 and 3229, as amended "by Laws of 1929, sees . 2 and 3, pp. 93 and 95, 
and sees . 3227 and 3228; Banking Laws, 1929, sees . 29-32, pp. 13-16; Laws 
of 1915, sees . 1 - 5 , pp. 549-552; Rem. Coop. S t a t s . , see. 3313 - 3317; Bank-
ing Laws, 1929, sees . 145-149, pp. 62-65) The laws, however, axe s i l e n t 
with re fe rence to the organizat ion or establishment 'of p r i v a t e banks. 

The laws f u r t h e r provide tha t "no person sha l l engage in banking 
except i n compliance with and subject to the provis ions of t h i s (bank) a c t , 
except i t be a na t i ona l bank or except i n so f a r as i t may be authorized 
so to do by the laws of t h i s s t a t e r e l a t i n g to mutual savings banks, * * 
(Laws of 1919, sec . 7 , p . 730; Rem. Comp. S t a t s . , sec . 3222; Banking Laws, 
1929, sec. 25, p . 12 . ) I t would seem, t h e r e f o r e , tha t t h i s p rov is ion and 
the provis ions d iges ted immediately below, coupled with the s i l ence of the 
laws as f a r as the organiza t ion of p r i v a t e banks i s concerned, r e s t r i c t 
the t r ansac t i on of a banking business to incorporated banks, t r u s t companies 
mutual savings banks and na t ional banks. 

De f in i t i on of terms. 

"The term 'banking' s h a l l include the s o l i c i t i n g , r ece iv ing or 
accepting of money or i t s equivalent on deposi t as a regular bus iness . " 
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"The term '"batik' \ where u^ed in t h i s ac t , un less a d i f f e r e n t 
meaning appeal's from the context) means any corporat ion organized under 
the laws of t h i s s t a t e engaged in hanking, other than a t r u s t company, 
or a mutual savings bank." 

"The term 'person 1 where used in t h i s a c t , un les s a d i f f e r e n t 
meaning appears from the context , includes a person, f i r m , a s soc i a t i on , 
pa r tne r sh ip and corpora t ion , and the p l u r a l t h e r e o f , whether r e s i d e n t , 
non- res iden t , c i t i z e n or n o t . " (Laws of 1917, sec . 14, p . 375; Rem. Comp. 
S t a t s . , sec . 3221; Banking Laws, 1929, sec . 24, p . 11 . ) 

Use of word "hank". e t c . , and c e r t a i n other adve r t i s ing ; pena l ty f o r 
unauthorized u se . 

The laws a l so contain the requirement t h a t the name of every hank 
sha l l contain the word "hank", hut provide tha t only a na t iona l t ank , a 
hank or t r u s t company authorized by the laws of Washington, or a fo re ign 
corporat ion, author ized by the bank a c t , s h a l l use t h i s word or the words 
"banking", "banker" or " t r u s t " , or other adve r t i s i ng i n d i c a t i n g tha t a 
banking bus iness i s being ca r r i ed on* "Every person who, * * * v i o l a t e 
any provis ion of t h i s sec t ion sha l l be g u i l t y of a grass misdemeanor". 
(Laws of 1925, Ex. Sess. , sec . 1, p . 177; Rem. Comp. S t a t s . , 1927 Supp., 
sec . 3225; Banking Laws, 1929, sec . 28, p . 13.) 

WEST VIRGINIA. 

Pr iva te banking business p roh ib i t ed . 

"No person, persons , corporat ion or corporat ions doing business in 
t h i s S t a t e , except a banking i n s t i t u t i o n char tered and organized under the 
provis ions of t h i s a r t i c l e and a r t i c l e one of t h i s chapter , and except a 
banking a s s o c i a t i o n char tered under a c t s of the congress of the United S ta te? , 
s h a l l use i n connection with such bus iness , or as a des igna t ion or t i t l e , 
the term "bank,'" "banker", "banking", "banking company", "tanking associa t ion ' ' 
"savings bank", or " t r u s t company"; or engage i n the banking business as 
def ined i n sec t ions s i x and seven of t h i s a r t i c l e , or hold h imse l f , themselves 
or i t s e l f out as engaged in any such bus iness . 

"Any person or corporat ion and/or o f f i c e r or d i r e c t o r of any 
corporat ion v i o l a t i n g any of the provis ions of t h i s sec t ion s h a l l be deemed 
g u i l t y of a misdemeanor, and, on convict ion t h e r e o f , s h a l l be f i ned not more 
than one thousand d o l l a r s ; and a t the d i s c r e t i o n of the court any ind iv idua l 
so offending s h a l l be imprisoned in the county j a i l f o r a per iod not exceeding 
s ix months, or both f i n e d and imprisoned, wi th in such l i m i t s . " (Sect ion 2, 
A r t i c l e 4, Chapter 31, Code of 1931; 1905, c . 45; 1907, c . 79; 1913, c . 21; 
1919, c . 60; Code 1923, c . 54, sec t ion 78; 1925, c . 34; 1929, c . 23, Section 
1)". 

"No corpora t ion char tered under the laws of t h i s S t a t e , or of any 
other s t a t e , t e r r i t o r y or sovereignty , except banking a s soc i a t i ons chartered 
under the laws of the United S ta t e s of America, and banking i n s t i t u t i o n s 
chartered under the laws of t h i s S t a t e , as def ined i n t h i s a r t i c l e , and no 
person, pa r tne r sh ip or a s soc ia t ion of persons as a t r u s t , or other 
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organiza t ion , s h a l l engage i n the "business of banking in the S ta t e of West 
Vi rg in ia , or s h a l l rece ive or accept deposi ts of money, or "borrow money by 
receiv ing and giving c r e d i t s f o r depos i t s , or by i ssu ing c e r t i f i c a t e s of 
deposi t or c e r t i f i c a t e s of indebtedness, or by making and negot ia t ing any 
wr i t ing purpor t ing to be a bond, con t rac t , or other ob l iga t i on , the pe r -
formance of which r equ i re s the holder or other pa r ty to make depos i t s of 
money with the i s s u e r , or by means of any other p lan , . p re tex t , scheme, 
s h i f t or device . 

"Nothing contained i n t h i s sec t ion s h a l l a f f e c t the r i g h t s , p r i v i -
leges , ob jec t s or purposes delegated to other corporat ions by the general 
corporat ion law or other laws of t h i s S t a t e . 

"Any corpora t ion or indiv idual who v i o l a t e s any of the provis ions 
of t h i s sec t ion s h a l l be gu i l t y .o f a misdemeanor, and, upon convict ion sha l l 
be f ined not more than f i v e thousand d o l l a r s , and, i n add i t ion to such 
pena l ty , every corpora t ion so offending s h a l l f o r f e i t i t s corporate f r a n -
ch ise , and every ind iv idua l so offending sha l l be subject to a f u r t h e r 
penal ty by confinement in j a i l f o r not more than one y e a r . " (Section 18, 
A r t i c l e 4, Chapter 31, Code of 1931; 1903, c. 8; 1919, c . 80; 1921, c . 126; 
Code 1923, c . 54C, Sections 12, 14; 1925, c. 33; 1929, c . 23, Sect ion 10) . " 

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



** 110 •* X-6812 

wig cons nr . 

Banking "business may only "be t r a n s a c t e d "by co rpo ra t ion . 

" I t sha l l "be unlawful f o r any person, copar tne r sh ip , a s s o c i a -
t i o n , or co rpo ra t ion to do a "banking "business without having "been regu-
l a r l y organized and c h a r t e r e d as a na t iona l "bank, a s t a t e "bank, a mutual 
savings "bank, or a t r u s t company "bank." (Wisconsin S t a t u t e s , ch. 224, 
sec . 224.03; Banking Laws, inc luding amendments of 1927, sec . 224.03, p . 63.) 

D e f i n i t i o n of term ""bank". 

" The term '"bank', as used i n t h i s chapter , s h a l l "be cons t rued 
to mean any incorpora ted "banking i n s t i t u t i o n which s h a l l have "been i n -
corpora ted under the laws of t h i s s t a t e as they e x i s t e d p r i o r to toe p a s -
sage of t h i s chapter , and to such "banking i n s t i t u t i o n s as s h a l l h e r e a f t e r 
"become incorpora ted under the p rov i s ions of t h i s chap te r . " (Wisconsin 
S t a t u t e s , sec . 224.01; Banking Laws, inc lud ing amendments of 1927, s ec . 
224.01. p . 63 . ) 

Pena l ty f o r unlawful "banking. 

"Any person or persons v i o l a t i n g any of the p rov i s i ons of * * * 
( the ) s e c t i o n ( f i r s t above quoted), e i t h e r i n d i v i d u a l l y or a s an i n t e r e s t e d 
p a r t y i n any copar tner sh ip , a s s o c i a t i o n , or co rpora t ion s h a l l "be g u i l t y of 
a misdemeanor and on conv ic t ion thereof s h a l l "be f i n e d i n a sum not l e s s 
than th ree hundred d o l l a r s nor more than one thousand d o l l a r s , or "by im-
prisonment i n the county j a i l not l e s s than s i x t y days nor more than one 
year , or "by "both such f i n e and. imprisonment." (Wisconsin S t a t u t e s , s ec . 
224.03; Banking Laws, inc luding amendments of 1927, sec . 224.03, p . 63) . 

WYOMING. 

Banking "business may only "be t r a n s a c t e d "by co rpo ra t i ons . 

In order to t r a n s a c t a banking bus iness a s d e f i n e d below, the 
laws of t h i s S t a t e p rov ide f o r t he i nco rpo ra t ion of banks, savings banks, 
loan and t r u s t companies and t r u s t company banks, (Laws of 1925, ch* 
157, s e e s . 3 , 55 , 69 and 75; Banking Laws, wi th 1927 amendments, sec# 3, p . 
11, s ec . 55, p . 22, s ec . 69, p . 26 and s e c . 75, p . 2 8 . ) The law a l s o p r o -
v ides t h a t "Uo person , f i r m or co rpo ra t ion (except n a t i o n a l banks) s h a l l 
ca r ry on a banking bus iness except i n compliance wi th the p r o v i s i o n s of 
t h i s (bank) a c t . " (Laws of 1925, c h . 157, sec . 11; Banking l aws , wi th 1927 
amendments, s e c . - l l , p . 13) I t i s f u r t h e r provided t h a t " i t -shall- b» un-
lawful f o r any person or pe r sons , co -pa r tne r sh ip or a s s o c i a t i o n to t r a n s a c t 
the bus iness of a savings bank, * * * un l e s s such person, company or a s -
s o c i a t i o n has been duly incorpora ted under t h i s a c t ; * * * . " (Laws of / 
1925, ch. 157, s ec . 68; Banking Laws, with 1927 amendments, s ec . 68, p . 26 . ) 

Scope" of Bank Act. / 
I • 

"Every bank, banker or co rpora t ion i n t h i s S t a t e doing a jBariking 
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"business under the provis ions of t h i s (bank) Act, sha l l he known as a 
S ta te hank; and any and a l l reference he re in made to t h i s Act to s t a t e 
hanks sha l l apply to every indiv idual , f i rm or corporat ion doing a 
hanking bus iness under the provis ions of t h i s Act. " (Act of February 
15, 1539, sec . 1; Laws of 1939, oh. 54, sec. 1 . ) 

De f in i t i on of bank and banking business . 

"Any person, f i rm or corporat ion (except na t ional banks) having 
a place of business wi th in t h i s State where c r e d i t s are opened by the 
deposit or c o l l e c t i o n of money or currency or negot iable paper subjec t to 
be pa id or remi t ted upon d r a f t , r e c e i p t , check, or order , s h a l l be regarded 
as a bank or banker, and as doing a banking business under the provis ions 
of t h i s Act. " (Laws of 1925, ch. 157, sec . 10; Banking Laws, with 1927 
amendments, sec. 10, p . 13 . ) 

R e s t r i c t i o n agains t use of c e r t a i n adve r t i s i ng . 

"No person, persons, f i rm or corporat ion sha l l adver t i se , issue 
or c i r c u l a t e any card or o ther papers , or exh ib i t any sign using e i t h e r 
or any of the terms 'bank ' , ' banker ' , 'banking house ' , or 1 t r u s t company', 
u n t i l they have f u l l y complied with the provis ions of t h i s Act; provided, 
t ha t the term ' t r u s t company' may be used by a person, f i rm or corporat ion 
when the business t r ansac ted i s in no sense a banking bus iness ." (Laws of 
1925, ch. 157, sec . 11; Banking Laws, with 1927 amendments, sec . 11, p . 13.) 
" I t sha l l be unlawful f o r any person or persons, copartnership or a s soc i a -
t ion * * * to assume the name of a savings bank or a s soc ia t ion , un less 
such person, company or a s soc i a t i on has been duly incorporated under t h i s 
Act; * * *". (Laws of 1925, ch. 157, sec. 68; Banking Laws, with 1927 
amendments, sec . 68, p . 26) 

Penalty fo r unlawful banking or adve r t i s ing . 

Any person, f i rm or corporat ion v i o l a t i n g any of the above 
provis ions sha l l be deemed g u i l t y of a misdemeanor, and upon convict ion 
sha l l be subjec t to c e r t a i n p resc r ibed p e n a l t i e s . (Laws of 1925, ch. 157, 
sees . 12 and 68; Banking Laws, with 1927 amendments, sees . 12 and 68, pp. 
13 and 26) . 
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FEDERAL RESERVE BASK 0? RICHMOND 

X-6813. 

February 4 , 1931, 

Federa l Seserve Board, 
Washington, D. G» 

At ten t ion Mr . Walter Hya t t , General Counsel. 

Dear Mr. Wyattj 

I enclose herewith two copies of a complaint in an ac t ion of 
W. I* Skinner and Company v . Federal Reserve Bank of Richmond and W. P . 
Wright, Receiver of the National Bank of Greenvi l le , N. C. While the 
complaint does not contain a complete desc r ip t ion of the check upon which 
i t i s "based, i t appears from our records tha t on December 8, 1930, we r e -
ceived from the F i r s t and Merchants National Bank a check f o r $4,748.53 
drawn on the National Bank of Greenv i l l e . This check was sent to the 
drawee frank i n our cash l e t t e r of the date mentioned, which contained checks 
aggregating $27,289.01. The checks in t h i s cash l e t t e r with the exception 
of those re turned were cancel led and charged to the drawers on December 9th 
and the National Bank of Greenvi l le sent us the usual s l i p or receipt d i -
r e c t i n g us to charge i t s reserve accnmit with the sum of $27,234.28, which 
was the amount of the checks contained in our cash l e t t e r l e s s a few checks 
r e tu rned unpaid. The check mentioned i n the complaint was not re turned 
unpaid . 

The above mentioned a u t h o r i t y to charge was received by us on 
December 10th, probably a t or about the opening of bus iness . At the open-
ing of business on December 10th the National Bank of Greenvil le had an 
apparent ly ava i l ab l e balance in i t s reserve account of $17,903.96. No 
ac t ion was taken on the au tho r i t y t o charge i t s reserve account with the 
l e t t e r of December 8th because the account was not s u f f i c i e n t to cover the 
charge. During the day of December 10th we received ce r t a in t r a n s f e r s and 
c r e d i t s fo r the account of the National Bank of Greenvi l le which t o t a l ed 
$8,820.43. $8,000.00 of t h i s sum appears to have been a c r e d i t made to 
the account of the National Bank of Greenvil le by a wire t r a n s f e r ; $818.93 
appears to have been the proceeds of a cash l e t t e r deposited by the National 
Bank of Greenvil le which became ava i l ab l e on tha t day; and $1.50 appears 
to have been a c r e d i t f o r an exchange charge. 

At 1:00 P. M. on December 10th we received a telegram sent from 
Greenvil le a t 12:58 P . M. advising us t h a t the National Bank of Greenvil le 
was closedE. When t h i s telegram was received we had not charged i t s account 
with the amount of the cash l e t t e r of December 8th and the re fo re did not 
do so but charged the amount of these checks back t o our endorsing banks in 
the usua l nay. 
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Subsequent to the f a i l u r e of the National Bank of Greenvi l le 
a few returned, items were charged to t h e reserve account, "bat the amount 
of such re tu rn i tems was not l a rge and we a t p resen t hold a reserve "balance 
of $26,625.00. 

The National Bank of Greenvil le had rediscounted notes wi th ,us 
g r e a t l y exceeding the amount of the reserve "balance and we - had taken no 
marginal c o l l a t e r a l as i t s borrowings had not exceeded i t s "basic l ine* 

The complaint i n t h i s ac t i on i s as you w i l l see r a t h e r informal 
and does not i n d i c a t e c l e a r l y the exact theory of l i a b i l i t y upon which 
the p l a i n t i f f in tends to r e l y . The a t torneys who are b r i ng ing ac t ion , how-
ever , have a very good r epu ta t ion , and I am inc l ined to th ink tha t they 
a re basing t h e i r claim both upon the so-ca l led Malloy case and the decis ion 
i n the Ear ly case. I expect to wr i t e to them and c a l l t h e i r a t t e n t i o n to 
the f a c t that the Regulat ions of the Federal Reserve Board and our c i rcu-
l a r s have been r a d i c a l l y a l t e r e d since those dec is ions ; but my pas t exper i -
ence with lawyers i n North Carolina gives me l i t t l e reason to hope tha t 
they w i l l withdraw t h i s s u i t before a t r i a l . They did not wr i te to us be-
fo re i n s t i t u t i n g the s u i t and so I d id not have an opportunity to c a l l 
t h e i r a t t e n t i o n to our defenses . 

I t seems very probable t h a t t h i s case w i l l eventua l ly depend 
upon the determinat ion of the v a l i d i t y of Regulat ion J , Se r ies of 1930, 
and may the re fo re be a case of f a r - r each ing importance to a l l Federal r e -
serve banks. There a r e , of course, many circumstances which make i t un-
fo r tuna t e tha t t h i s s u i t should be brought i n t h i s d i s t r i c t . I e n t e r t a i n 
no doubt of the v a l i d i t y of the p resen t form of Regulation J , but having 
cvr ''past?! to l i v e down, my arguments may be somewhat discounted by the 
cou r t . I f t h i s case i s removed to a f ede ra l cour t , the Ci rcu i t Court of 
Appeals of t h i s c i r c u i t w i l l n a t u r a l l y be on the a l e r t f o r any reasons 
which may enable i t to follow i t s own dec i s ion . I f we leave the case i n 
the s t a t e cour t , the s t a t e court of North Carolina may be l ikewise inc l ined 
to fol low the Ci rcu i t Court of Appeals and the Supreme Court of the United 
S ta tes to the same r e s u l t as t h a t reached in the Ear ly case without regard 
to the change in«the r egu la t i ons . 

We, of course, could not determine whether or not t h i s s u i t 
should be removed to a f ede ra l cour t as i t could .only be removed on motion 
of the r e c e i v e r . Of course, i n t h i s case the rece ive r of the f a i l e d bank 
and the Federal Reserve Bank would have a common i n t e r e s t and I should be 
disposed to u n i t e in any move made by the r ece ive r ; but because the case 
seems important and has some i n t e r e s t i n g angles besides the bare questions 
of law involved, I am immediately t ransmi t t ing to you a copy of the com-
p l a i n t i n order t h a t you might study i t c a r e f u l l y . I t i s , of course, 
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unnecessary fo r me to say tha t any suggestions from you would "be highly 
apprec ia ted , and i f you consider i t wise to send copies of the complaint 
to Counsel f o r other Federal reserve hanks and ask t h e i r opinion as to 
whether o r ,no t t h i s l i t i g a t i o n should he handled as a System m a t t e r , i t 
would he e n t i r e l y agreeable to me to have you do so* 

With k indes t regards , I am 

Very t r u l y yours t 

(s) M. G. WALLACE 
Counsel. 
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X-6813-a 

W THE" SUPERIOR COURT 

C O M P L A I N T 

NORTH CAROLINA 

MARTIN COUNTY 

W. I . SKINNER & COMPANY, INCORPORATED 

vs 

FEDERAL RESERVE BANK OF RICHMOND, VIR-

GINIA, NATIONAL BANK OF GREENVILLE, AND 

W. P . WRIGHT, RECEIVER OF NATIONAL BANK 

OF GREEUVlLLfi 

P l a i n t i f f , complaining of defendants , a l l eges 

and says: 

1; P l a i n t i f f i s a corporation* duly organized 

under the laws of the S ta te of Delaware, doing business in the S ta te 

of North Carolina, with an o f f i c e a t Williamston in sa id S ta t e . 

2: Defendant Federal Reserve Bank of Richmond, 

Vi rg in ia , i s a corpora t ion , organized under the laws of the United 

S ta tes of America, doing business in North Carolina, with an o f f i c e 

a t Char lo t te . 

3fc Defendant National Bank of Greenvi l le i s a 

banking corpora t ion , organized under the laws of the United S ta t e s , 

and W. P. Wright has been appointed as Receiver f o r i t . 

4; On December 6, 1930, p l a i n t i f f deposi ted f o r 

c o l l e c t i o n with Branch Banking & Trust Company, a banking corporat ion 

organized under the laws of the S ta te of North Carolina, a t Williams-

ton, North Carol ina, a check drawn by Person-Garret t Company, a Vir-

g i n i a corpora t ion , on i t s account in National Bank of Greenvi l le . 
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5: As p l a i n t i f f i s advised and b e l i e v e s , the 

Branch Banking & Trust Company promptly t ransmit ted sa id check to 

F i r s t & Merchants National BaAk of Richmond f o r c o l l e c t i o n as 

agent f o r p l a i n t i f f , and i t , as agent f o r p l a i n t i f f , sent sa id check 

to the Federal Reserve Bank of Richmond to be by i t c o l l e c t e d as 

agent f o r p l a i n t i f f . 

6: As p l a i n t i f f i s advised and b e l i e v e s , Fed-

era l Reserve Bank of Richmond on December 8, 1930, mailed sa id check 

d i r e c t to the na t iona l Bank of Greenvil le fo r c o l l e c t i o n *and pay-

ment, but c a r e l e s s l y and neg l igen t ly f a i l e d to r equ i r e as a condit ion 

precedent to the surrender and cance l l a t ion of sa id check tha t the 

National Bank of Greenvi l le should r ece ive and t ransmit only money 

in payment of sa id check. 

7: As p l a i n t i f f i s advised and b e l i e v e s , Na-

t iona l Bank of Greenvi l le was insolvent when Federal Reserve Bank 

of Richmond mailed to i t the check of Per son-Garret t Company, which 

f a c t was or should have been known to the Federal Reserve Bank of 

Richmond. 

8: As p l a i n t i f f i s advised and be l i eves , National 

Bank of Greenvi l le upon r e c e i p t of the check given by Person-Garre t t 
- -

Company to p l a i n t i f f cancel led sa id check and charged the same to the 

account of Person-Garre t t Company, but due to the c a r e l e s s and n e g l i -

gent f a i l u r e of defendant Federal Reserve Bank of Richmond to r equ i r e 

only money to be t ransmi t ted in payment of sa id check, mailed to Fed-

e ra l Reserve Bank of Richmond on December 9, 1930, a check or l e t t e r 

au thor iz ing Federal Reserve Bank of Richmond to charge the amount of 
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the check given p l a i n t i f f to the account of the National Bank of 

Greenvil le with Federal Reserve Bank of Richmond. 

9; i s p l a i n t i f f i s advised and "believes, de-

fendant Federal Reserve Bank, on December 10, 1930, received the 

check or order from the National Bank of Greenvil le d i r e c t i n g Fed-

era l Reserve Bank to charge to the account of National Bank of Green-

v i l l e the amount of the check given p l a i n t i f f "by Person-Garre t t 

Company, "but defendant Federal Reserve Bank wrongfully r e fused to 

honor and pay sa id check or other order of the National Bank of 

Greenvi l le , al though, as p l a i n t i f f i s advised and b e l i e v e s , Nation-

a l Bank of Greenvi l le had on deposit and to i t s c r ed i t with the Fed-

e ra l Reserve Bank of Richmond a t the time said check or order was 

drawn and mailed a sum more than s u f f i c i e n t to pay sa id check or 

order . 

10; As p l a i n t i f f i s advised and b e l i e v e s , de-

fendant Federal Reserve Bank of Richmond had made loans or r e d i s -

counted notes f o r National Bank of Greenvi l le , none of which were due 

when National Bank of Greenvi l le mailed i t s check or order to the Fed-

e ra l Reserve Bank of Richmond, nor were any of sa id notes due when 

Federal Reserve Bank of Richmond received said check or o rder , 

as p l a i n t i f f i s advised and be l i eves , but Federal Reserve Bank, as 

p l a i n t i f f i s advised and be l i eves , on the same day t h a t i t received 

the check or order of National Bank of Greenvi l le , charged aga ins t 

the account or deposi t owing to National Bank of Greenvi l le the 

no tes given i t by National Bank of Greenvil le or papers which had 

been re-d iscounted fo r National Bank of Greenvi l le , thereby caus-

ing an o v e r - d r a f t in the account of National Bank of Greenvi l le 
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with Federal Reserve Bank, or reducing the same to a sum i n s u f f i c i e n t 

to pay the check or o r d # sent by National Batik 6f Greenvi l le to 

Federal He serve Bank. 

H i As p l a i n t i f f i s advised and b e l i e v e s , de-

fendant Federal Reserve Bank has in hand co l l a t e r a l s and notes more 

than s u f f i c i e n t to discharge and pay any sums "borrowed from i t by 

National Bank of Greenvi l le or re-discounted with i t by National 

Bank of Greenvi l le , and, as p l ' i n t i f f i s advised and be l i eves , the 

ac t of defendant Federal Reserve Bank in chrrging agains t sa id de-

p o s i t the no tes given by Rational Bank of Greenvi l le or re-d iscounted 

by i t was wrongful and unlawful , or i f Federal Reserve Bank had the 

r i g h t to charge the amount owing to i t aga ins t the deposi t of Nation-

a l Bank of Greenvi l le , p l a i n t i f f , as i t i s advised and be l i eves , i s 

subrogated to the r i g h t s of Federal Reserve Bank of Richmond to the 

c o l l a t e r a l and other papers he ld by i t . 

12$ As p l a i n t i f f i s advised and b e l i e v e s , the 

defendants National Bank of Greenvil le and W. P. Wright, as Receiver, 

claim and a s s e r t some i n t e r e s t in said c o l l a t e r a l s or make some con-

ten t ion with respec t to the moneys on deposi t with the Federal Re-

serve Bank of Richmond, which r i g h t s , i f any, a re subordinate to the 

r i g h t s of the p l a i n t i f f . 

WHEREFORE p l a i n t i f f prays tha t i t recover of de-

fendant Federal Reserve Bank of Richmond the sum of $4,748.53, with 

i n t e r e s t , and t h a t the amount owing to i t be declared super ior to 

any claims which defendant National Bank of Greenvi l le or W. P. Wright, 

as Receiver of sa id Bank, may have agains t the Federal Reserve Bank 

of Richmond; f o r cos ts and such other and f u r t h e r r e l i e f as to the 

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



— 5 ~ X-6813-a 

Court may seem proper , 

(sgd) MacLean & Rodman 

Attorneys 

NORTH CAROLINA 

MAHTIN COTOTY 

J . E. King, being duly sworn, says: That he i s 

Pres ident of W, I . Skinner & Company, Incorporated, the above named 

p l a i n t i f f ; t h a t the foregoing complaint i s t rue of h i s own knowledge 

except as to those mat te rs the re in s t a t e d upon information and be-

l i e f , and as to those, he be l i eves i t to be t rue . 

(sgd) J . S. King 

Subscribed and sworn to be fore me 

t h i s January 28 , 1931. 

(sgd) C. D. Carstarphen 
Notary Publ ic 

My Commission Expires 
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FEDERAL RESERVE BOARD 
WASHINGTON X-6814 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

February 11, 1931 

SUBJECT; Code word to cover te legraphic t r ansac t i ons 
In Treasury B i l l s . 

Dear S i r : 

In connection with t e legraphic t r ansac t i ons in 
Government s e c u r i t i e s between Federal reserve banks, the 
fo l lowing code word has been designated to cover new issue 
of Treasury B i l l s , as fo l lows: 

"IvOXBADY11 Ser ies dated February 16, 
1931 and maturing May 18 , 
1931. 

This word should be in se r t ed in the Federal Re-
serve Telegraph Code book, fol lowing the supplemental 
code word "M0XAIMI2TG", on page 172. 

Very t r u l y yours, 

J . C. Noell , 
Ass is tant Secretary. 

TO GOVERNORS OF ALL F.R.BAMKS 
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February 10, 1931. 

Mr. M . Gr. Wallace, Counsel, 
Federal Reserve Bank, 
Richmond, Vi rg in ia . 

Ity dear Mr. Wallace: 

Although I have a l ready communicated with you by wire, I 
des i re formal ly to acknowledge r ece ip t of your l e t t e r s of January 29, 
February 2, February 5 and February 6, with reference to the Attmore 
case and the Lucas case and to thank you for your cour tesy in keeping 
me so f u l l y informed of a l l important developments in these cases , I 
a l so wish to congra tu la te you upon your success in having the a f f i r m a -
t i v e defenses s t r i c k e n from the answer i n the Attmore case . 

In view of the c o u r t ' s a c t i o n in s t r i k i n g the a f f i r m a t i v e 
defenses in the Attmore case, I assume tha t i t w i l l a l so s t r i k e the a f -
f i rmat ive defenses se t up In the answers i n several s imi l a r s t i l t s now 
pasding. 

While the grant ing of your motion to s t r i k e i n the Attmore 
case deprives tha t case of all System Ii^pQrtaafie, un less the defendant 
appeals , i t i s c l ea r t i iai the f i i i r t 'g of the Lucas suit. , n&ich r a i s e s 
most of the quest ions r a i s e d the a f f i r m a t i v e defenses i n the Attmore 
case and a l s o r a i s e s -addi t ional <jjfuti!avians of importance to the Federal 
Reserve System, j u s t i f i e s our for&s^ghi Ih deciding to handle the Att** 
more case and r e l a t e d l i t i g a t i o n as a Syiiejh matter &,nd i n r e t a in ing Mr# 
Baker to represen t -al l Federal reserve b a h k s / j p i n t i y in such l i t i g a t i o n , 
I persona l ly be l ieve tha t t h i s i s going to d ^ v i i A in to some of the most 
important l i t i g a t i o n He have ever had and $hai .f$ &iH : s e t t l e several im-
p o r t a n t quest ions about which the^e,ha6;b#eW .. of dpiflion f o r 
many yea r s , the p r i n c i p a l qttei t idn oilthW r i ^ h i W Ifed&reJt reserve banks 
to take marginal c o l l a t e r a l . 

* ' ' " ' . . 

T&e f i r s t ques t ion to be d t i ided , of ,dou^|#i j.6 #hbth4r the 
Lucas case should be removed to the Federal Court4.. 6ft tha t quest ion, as 
I wired you on February 7, 1 f e e l that* notwithstanding the views of the 
Of f i ce of the Comptroller of the Currency with re fe rence t o . l o c a l condi-
t ions , the arguments i n favor of removal contained i n your l e t t e r to Mr. 
Baker a re p r a c t i c a l l y conclus ive , f e c e r t a i n l y cannot a f f o r d to t r y t h i s 
case before a j u r y i f we can avoid ^ t ; and I be l ieve we can avoid i t by 
removing i t to the Federal cou r t , because I think i t c l e a r l y i s remov-
able to the Federal bourt and w i l l be t r e a t e d there as a s u i t of equ i ty . 

Had i t not been f o r the views of the Comptrol ler ' s O f f i c e about 
l oca l condi t ions , I would not have h e s i t a t e d fo f a moment to recommend 
t h a t you remove the case to the Federal cour t . In view of the f e e l i x g 
of Messrs. Await and Barse about the general s i t u a t i o n in tha t d i s t r i c t , 
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and in view of the f a c t that the rece iver w i l l u l t ima te ly have to be 
made a p a r t y in t he cfilae and probably w i l l have the bhief pecuniary in-
t e r e s t in the outcome of the case, however, t h e e i t a t s d ; t o tiake such ar . . 
recommendation without f i r s t consul t ing the r ep resen ta t ives of the Comp-
t r o l l e r of the Currency. Tlhen I t a lked to them, Messrs. Await and Barse 
unhes i t a t i ng ly agreed t h a t t h i s p a r t i c u l a r case undoubtedly should be 
removed to the Federal cour t , in order to avoid the n e c e s s i t y of t r y i n g 
i t be fo re a Ju ry . Mr. Jackson having a l ready ind ica ted h i s concurrence 
in your views on t h i s quest ion, I accordingly wired you on February 7 
suggest ing t h a t you ac t in accordance with your own judgment and i n s t i -
t u t e removal proceedings without delay. Tfhile i t i s unfo r tuna te tha t we 
cannot have Mr. Baker ' s views on t h e question whether t h i s case should 
be removed, I have no doubt*' t ha t he w i l l f e e l t h a t we have reached the 
r i g h t conclusion on t h a t p o i n t . 

I t seems to. me t h a t the noxt quest ion to be considered in con-
nec t ion with the Lucas case i s whether to demur, answer or move to d i s -
miss a f t e r the case has been removed to the Federal cour t . While I 
have no mature judgment on t h i s quest ion, I am inc l ined to agree with 
you t h a t we should move to dismiss f o r f a i l u r e to j o i n the rece ive r and 
l i q u i d a t i n g agent . I have not completed my ana lys i s of the complaint; 
but I f e e l p r e t t y conf ident t ha t i t i s ho t demurrable, and t he r e would 
seem to be no use in f i l i n g an answer and going to t r i a l on the mer i t s 
u n t i l a l l necessary p a r t i e s have been jo ined in the s u i t . I b e l i e v e 
however, t h a t , a f t e r the r ece ive r and l i q u i d a t i n g agent have been madb 
p a r t i e s to the s u i t , i t w i l l be necessary to f i l e an answer and go to 
t r i a l on the mer i t s ; and t h a t , t he re fo re , we should be th ink ing about the 
kind of answer to be f i l e d . 

I f the case i s removed to the Federal cour t , Mr. Baker w i l l r e -
turn in time to be consul ted about the f u r t h e r proceedings in the case; 
and 1 be l i eve we ought to have a conference as soon as p o s s i b l e a f t e r 
h i s r e t u r n . If t h i s meets with your approval, I suggest t h a t you r e -
quest Mr. Jackson to take the mat ter up with Mr. Baker as soon as he 
r e t u r n s and endeavor to arrange an ea r ly conference. 

In your l e t t e r of February 5 you s t a t e d tha t you had not r e -
t a ined an a s s o c i a t e in New Bern to a s s i s t in the Lucas l i t i g a t i o n and 
inquired whether I thought t h a t Mr. Baker would p r e f e r to have you r e -
t a i n an a s soc i a t e of h i s who I had to ld you was somewhere in Forth 
Carolina. As I wired you on February 7, I am sure t h a t Mr. Baker has 
no p re fe rence as to the s e l e c t i o n of l oca l counsel and would p r e f e r 
t h a t you use your own judgment on tha t quest ion. The a s soc i a t e I spoke 
to you about was Mr* Jackson, who was in North Carolina on a vacat ion . 
Mr. Baker was anxious f o r you to get acquainted with him; but the next 
time he heard from Mr. Jackson he had gone to F lo r ida . 

I t was very thought fu l of you to forward t o me copies of 
the newspaper c l ipp ings with r e fe rence to the Lucas case, and I appre-
c i a t e your k indness . I no te with i n t e r e s t tha t both papers recognized 
the f a c t t h a t t h i s case i s one of na t iona l importance and probably w i l l 
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go to the Supreme Court of the United S t a t e s . The newspaper accounts 
have a l l the earmarks d£ being based %;on p ress Statements i ssued by 
counsel f o r the complainants. I am glad to note tha t they a r e d ign i -
f i e d , f a i r s tatements and do not i nd ica t e any i n c l i n a t i o n to t r y t h i s 
case in the newspapers. 

When I have completed my study of the complaint, I s h a l l 
Write you f u r t h e r about the Budas case; and 1 hope tha t you w i l l not 
h e s i t a t e to c a l l upon me f o r any a s s i s t ance which f or my a s s o c i a t e s 
in t h i s o f f i c e can render . 

With k indes t personal regards , and a l l bes t wishes, I 
am 

Cordial ly yours, 

Walter Wyatt, 
General Counsel 

WW-sad 

(Note; Mr. Jackson i s one of Mr. Baker 's pa r tne r s in Cleveland.) 
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FEDERAL RESERVE BAHK 

OF RICHMOND 

January 29, 1931 

Federal Reserve Board, 
Washington, D. G* 

At ten t ion : J f r r "fal ter Wyatt, General Counsel* 

Sear Mr, f y a t t i 

I enclose & copy of my l e t t e r to Mr. Newton 
Baker and a copy of the complaint i n the ac t ion of Lucas' 
Administrators v . Federal Reserve Bank of Richmond, I 
could not send you a copy of the order s t r i k i n g out the 
answer in the Attmore case as our Stenographic Department 
i s somewhat rushed and the order i s r a the r long. The cour t , 
however, s t r u c k out a l l a l l ega t i ons except those which 
amounted merely to a denial of our a l l e g a t i o n s and those 
which s e t up the existence of a deposi t balance due by 
the f a i l e d bank to the defendant . I f the t r i a l judge i s 
cons i s t en t i n h i s subsequent r u l i n g s , h i s ac t ion i n s t r i k - , 
ing out the answer would mean tha t he intended to admit no 
evidence except evidence of the making of the note and 
whether or not i t was t r a n s f e r r e d to us for value and be-
fo re matur i ty , and, of course, whether or not the defendant 
had a deposi t balance. 

I heard with much reg re t t h a t you had 
been confined to your house with gr ippe. I hope tha t you 
a re now improving. 

Very t r u l y yours , 

(Signed) M. G. Wallace 

M. G. Wallace, 
Counsel* 

MOW R 
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ISDSBAL B3SSHV3 BAH OF RICHMOND 

January 29, 1931 

Honorable ITewton D. Baker, 
c/o Baker, Hoste t ler and. S id lo , 
Union Trust Building, 
Cleveland, 0 . 

My dear Mr. Baker$ 

I am very pleased, to advise you tha t judge Small s t ruck out p r a c t i c a l l y 
the e n t i r e a f f i r m a t i v e defense i n the case of Federal Reserve Bank of Richmond vi 
G. S. Attmore, t rad ing as Neuse Motor Company* I enclose a copy of the cou r t ' s 
order . You w i l l no t i ce tha t the court has s t r i c k e n out p r a c t i c a l l y a l l of the 
answer except so much of i t as amounts only to a denial of our t i t l e to the note 
and an a l l e g a t i o n of the deposi t "balance which the defendant had i n the f a i l e d 
hank. 

The court a l so denied the motion to make the Receiver a p a r t y . 

Apparently by inadvertence the court f a i l e d to s t r i k e out a sentence in 
Paragraph 14 which contained a prayer t ha t the note "be cancel led and de l ivered io 
the Receiver. I t was obviously i ncons i s t en t to leave t h i s p a r t i c u l a r sentence i n 
the answer a f t e r denying t h e motion to make the Receiver a party* 

Attorneys f o r the defendant noted an exception to the ac t ion of the court 
and s t a t e d t h a t they would take ah appeal * a s soc ia te informs me t h a t the appeal 
i f taken promptly would "be On the do dee t for the February term of the Supreme Court 
of North Carolina, but he s t a t e s tha t he dbes not th ink tha t the a t to rneys f o r the 
defendant w i l l take ail appeal* 

1 am somewhat a t a. loss to i n t e r p r e t the ac t ion of the court i n the l i g h t 
of i t s former order al lowing leave to the defendants to f i l e an amended answef and 
permi t t ing the Receiver, to be made & p a r t y tb such an answer. However, the ac t ion 
of $he court as f a r as i t goes ind ica tes a d i spos i t ion to sus t a in our contentions 
f u l l y . 

I r e g r e t to say t h a t judge Small, Who ente ted thiri oMer j goes to another 
j u d i c i a l d i s t r i c t and i s succeeded i n order of r o t a t i o n by a Judge i)evin# I havd 
heard tha t Judge Devin i s a competent judge, but I have never had any cases before 
him. 

Immediately a f t e r receiving not ice of Judge Small 's decis ion we were 
served with process and a b i l l of complaint, a copy of which i s enclosed, i n 
the case of W. J . Lucas' Administrators v . Federal Reserve Bank of Richmond. 
This i s the s u i t which we were informed tha t the a t to rneys who represented Mr. 
Attmore and many other defendants were contemplating bringing." You w i l l no t ice 
tha t the b i l l i s in the na ture of a c r e d i t o r s ' b i l l brought by the p l a i n t i f f as 
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FSDEHAL RESERVE gANK OF RICHMOND 

Honorable Newton £. Baker, 
c/o Baker, Hos te t l e r and S id lo , 
Union Trust Building, 
Cleveland, 0 . - 2 - January 29, 1931 

r ep re sen t a t i ve of himself and other c r e d i t o r s , and the a l l ega t i ons are sweeping i n 
t h e i r n a t u r e . The Receiver of the F i r s t National Bank of New Bern and the l iqui#- • 
dating Agent of the suspended National Bank of New Bern are not made p a r t i e s 
defendant to t h i s s u i t , and i n my opinion, the omission of these p a r t i e s i s a 
f a t a l d e f e c t , as the p l a i n t i f f seeks to enforce an equ i tab le r i g h t i n a case i n 
which the l ega l r i g h t of a c t i on , i f any, i s in the Receivers of the f a i l e d banks. 

I have not had an opportunity to study the b i l l of complaint with care 
as I was anxious to have i t copied i n order to place copies in your hands and in 

- those of Mr. Wyatt. The f i r s t question to be determined i s whether or not we sha l l 
remove t h i s case to a f e d e r a l cour t . I t seems to me tha t the case i s c l e a r l y r e -
movable because the e n t i r e cause of ac t ion depends upon the r i g h t of a Federal r e -
serve bank to accept as marginal or surplus c o l l a t e r a l paper which i s not e l i g i b l e 
for rediscount and upon the a l l e g a t i o n tha t the Federal Reserve Bank of Richmond 
v io la t ed the sec t ions of the National Bank Act r e l a t i n g to p r e f e r e n t i a l t r a n s f e r s . 

I r e a l i z e t h a t the ac t ion taken by the s t a t e court i n the Attmore case 
tends toward the conclusion tha t i t would be i l l - a d v i s e d to remove the Lucas case 
from the s t a t e cour t , e s p e c i a l l y i n view of what we have been to ld concerning the 
loca l condit ions i n the f e d e r a l d i s t r i c t cour t . I , pe r sona l ly , however, do not 
consider those condit ions as ser ious as they appear to be to our f r i e n d s in the 
Comptroller 's Of f i ce . One of the object ions which the Comptroller 's Of f i ce has 
to the d i s t r i c t judge depends upon h i s tendency to s u s t a i n the r i g h t of pledgees 
to c o l l a t e r a l which the Comptroller thinks was t r a n s f e r r e d i n a p r e f e r e n t i a l con-
veyance. This, of course, would not operate aga ins t u s . 

Regarding the case without respect to the loca l s i t u a t i o n , I am disposed 
to favor a removal to the f ede ra l court f o r two reasons: F i r s t , the questions iin-
volved are e s s e n t i a l l y f e d e r a l questions of f a r - reach ing importance, and a decision 
by an i n f e r i o r f ede ra l court would be of more value than a decis ion by a s t a t e 
cour t . In the event of a decis ion unfavorable to u s , we could probably obtain a 

, review by the Supreme Court of the United S ta tes i n any event . My second reason 
i s t h a t i t appears to me c lea r t ha t the ac t ion would of neces s i t y be regarded by 
a f ede ra l cour t as a proceeding in chancery, and as such, would be heard e i t h e r 
by the t r i a l judge on evidence taken ore tonus, or e l s e be r e f e r r e d to a specia l 
master. E i t he r one of these proceedings would be p r e f e r a b l e I think to a t r i a l 
before a j u r y . In the s t a t e courts a l l i s sues of f a c t a re t r i e d be fo re a ju ry , 
except tha t in ce r t a in cases involving lengthy accounts a re ference to a master 
may be made. I have found, however, t ha t the s t a t e cour t s in North Carolina do 
not o f ten use a r e f e r ence , and I th ink , t he r e fo r e , t h a t i f we went to t r i a l in 
a s t a t e court we should probably be compelled to t r y t h i s case be fo re a ju ry 
with the a t t endan t inconvenience of taking witnesses and many documents to New 
Born and being prepared to rebut many a l l e g a t i o n s which the p l a i n t i f f s would f a i l 
to prove. 
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FSEERAL BES3HV1 BAM OF RICHMOND 

Honorable Hewton D. Baker, 
c /o Baker, Hos te t l e r and Sidlo, 
Union Trust Building, 
Cleveland, Ohio. 

- 3 - January 29, 1931 

The above observat ion upon the d e s i r a b i l i t y of a removal to the f ede ra l 
court i s , of course, submitted to you f o r such cons idera t ion as you th ink tha t i t 
should have. I have discussed the matter with the o f f i c e r s of the bank, and they 
are e n t i r e l y w i l l i n g to be guided by you in determining whether or not i t i s well 
to remove t h i s case . I am sending a copy of t h i s l e t t e r to Mr. Wyatt. I f you 
consider tha t a conference i s des i rab le , I can arrange to meet you at any p lace 
most convenient . 

I remain, 

Very t r u l y yours, 

M. G-. Wallace, 
Counsel. 

MOW E 

- Copy to Mr. " a l t e r Wyatt, 
Federal Reserve Board, Washington, D. C. 
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NORTH (SAHOLIM 
GRAVEN COUNTY 

IN SUPERIOR COURT 

W. J . Lucas, J r . and J . W. Lucas, Administrators 
of the Es t a t e of W. J . Lucas, Deceased, and Kate 
S. -Lucas, on behalf of themselves and a l l other 
stockholders of the National Bank of New Berne 
who care to make themselves p a r t i e s he re to , and 
on "behalf of themselves and a l l other c r ed i to r s 
of the National Bank of New Berne or the F i r s t 
National Bank of New Bern who care to make them~ 
selves p a r t i e s he re to . 

VS 

The Federal Reserve Bank of Richmond, Va. a 
Corporation e x i s t i n g under the ac t of Congress 
known as the Federal Reserve Act. 

COMPLAINT 

The p l a i n t i f f s , complaining of the defendant , a l l ege ; 

1. That the p l a i n t i f f s , W. J . Lucas, J r . and J . W. Lucas, are 
the adminis t ra tors of the e s t a t e of W. J . Lucas, deceased "by v i r t u e of t h e i r ap-
pointment as such under a u t h o r i t y of the Superior Court of Craven County, North 
Carolina, and the p l a i n t i f f , Kate S. Lucas, i s a r e s iden t of New Bern, Craven 
County, North Carolina* 

2 . That the National Bank of New Berne was a t a l l times here in 
mentioned, a tanking corporat ion organized and e x i s t i n g under a u t h o r i t y of an ac t 
of Congress providing fo r the establishment of National Banks and l ikewise the 
F i r s t na t iona l Bank of New Bern was, from and a f t e r March 19, 1929, a banking 
corporat ion organized and e x i s t i n g under an ac t of Congress providing f o r the 
establishment of National Banks. 

3 . That the Federal Reserve Bank of Richmond, Va. i s a corporation 
organized and e x i s t i n g under the provis ions of an ac t of Congress known as the 
Federal Reserve Act and has such powers gnd only such powers as a re provided by 
the terms of s a id # c t . 

4 . That f he Peoples Bank was a banking corporat ion organized under 
the laws of North Carolina providing f o r the establ ishment of bonks and was under 
the provis ion of the Federal Reserve Act a member bank of the Federal Reserve Bgnk 
of Richmond, Va. u n t i l i t s merger or consol idat ion with the National Bank of New 
Berne as h e r e i n a f t e r more f u l l y so t out . 
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5. That W. J . Lucas i n h i s l i f e time and a t a l l times herein 
a l leged , was a stockholder in the National Bank of Hew Berne, having s tanding i n 
h i s name f i f t e e n shares of s tock which he acquired by purchase on or about the 
27th day of March, 1917 and January 8 th , 1924 and Ju ly 24th, 1923, and t h a t s a id 
s tock, upon the death of W. J . Lucas, came i n t o the possess ion of h i s administra* 
t o r s , p l a i n t i f f s he re in , as a por t ion of Ms e s t a t e . 

6. That on February 26, 1929 and p r i o r t he re to , the sa id 17. J . 
Lucas was a deposi tor i n the F i r s t National Bank of New Bern and p r i o r to March 
19, 1929 f o r more than ten years , was l ikewise a depos i to r i n the National Bank 
of New Berne and j o i n t l y wi th the p l a i n t i f f Kate S. Lucas, was a depos i tor i n the 
F i r s t Nat ional Bank of New Bern and tha t the s a id Kate S. Lucas was a deposi tor 
in the F i r s t National Bank of New Bern. 

7. That as p l a i n t i f f s a re informed and be l ieve arid thereupon 
a l l ege , The Peoples Bank, p r i o r to the day of 1923, 
being then a member bank of the Federal Reserve Bank of Richmond, Va. was, on or 
about s a id da te , examined by examiners of sa id Federal Reserve Bank of Richmond, 
Va> which s a id examiners were under the d i r e c t supervision of the Federal Reserve 
Bank of Richmqpd, and/or the Chairman of i t s Board of Di rec to r s , who by v i r t u e of 
sa id p o s i t i o n was a l so a member of the Federal Reserve Board and t h a t a t s a id time 
and a l l times subsequent t he re to , the Comptroller of the Currency was, by v i r t u e 
of h i s o f f i c e as comptrol ler , a member of the Federal Reserve Board. 

8. That p l a i n t i f f s a re informed and be l i eve and thereupon al lege 
that s h o r t l y a f t e r the s a i d examination r e f e r r e d to i n the proceding paragraph, 
the National Bank of New Berne was approached with a view of having s a i d National 
Bank of New Berne absorb or take over the sa id Peoples Bank and tha t during the 
negot ia t ions following such proposal , c e r t a i n o f f i c e r s of t he Federal Reserve Bank 
promised, agreed and represented to the National Bank of New Berne tha t i f the 
National Bank of New Berne would take over sa id Peoples Bank tha t the Federal Re-
serve Bank of Richmond would extend such add i t iona l accommodations i n the way of 
discounts as would be necessary to meet the add i t iona l burden thus assumed by the 
National Bank of New Beme and t h a t s a i d r e p r e s e n t a t i o n s , agreements and promises 
on the p a r t of the Federal Reserve Bank were a mater ia l p a r t of the considerat ion 
upon which the sa id National Bank of New Berne then took over, absorbed and d i s -
charged tne ob l iga t ions of the Peoples Bank of New Bern, a largo p o r t i o n of sa id 
obl iga t ions being due the Federal Reserve Bank of Richmond and which, as these 
p l a i n t i f f s a re informed and be l i eve , sa id Peoples Bank was then unable to pay the 
said Federal Reserve Bank of Richmond. 

9. That p l a i n t i f f s a re informed and be l ieve and thereupon a l l ege 
tha t the r ep resen ta t ives of the Federal Reserve Bank of Richmond remained in New 
Bern f o r severa l days and during sa id time entered a c t i v e l y in to the negot ia t ions 
between the then Peoples Bank and the National Bank of New Berne and pressed and 
urged the sa id National Bank of New Berne to accept the proposal to take over the 
Peoples Bank and l a r g e l y due to the u rg ing , r epresen ta t ions and demands of sa id 
represen ta t ives of the Federal Reserve Bank of Richmond, s a id National Bank of 
New Berne did take over s a i d Peoples Bank, i t , the sa id National Bank of New Berne, 
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being a t the time, indebted to the FediJfial Reserve Batik of Richmond and by reason 
thereof , more e a s i l y induced, coerced and p r a c t i c a l l y required to take over and 
assume the debts and l i a b i l i t i e s of t he Peoples Bank and to take over as a s s e t s , 
many f rozen loans which were then in the Peoples Bank and which were known to the 
represen ta t ives of the Federal Reserve Baiik of Richmond to be unco l l ec tab le within 
any reasonable time or by any reasonable d i l igence and to bo p a r t i a l l y , ' i f not 
wholely, worthless as batiking paper . 

10. That s h o r t l y a f t e r the Peoples Bank was merged with the Hation-
- a l Bank of Hew Berne, s a id Federal Reserve Bank of Richmond, contrary to i t s 

promise and agreement, demanded and pressed for the l i q u i d a t i o n of the paper of 
the na t iona l Bank of Hew Berne which i t then he ld , e i t h e r d i r e c t from sa id bank 
or by reason of discount of customers' no tes ; r e s t r i c t e d i t s c red i t to the na t iona l 
Bank of Hew Berne and in add i t ion t h e r e t o , un lawful ly , wrongfully and i n v i o l a t i o n 
of i t s powers and d u t i e s , demanded tha t s a id Hational Bank of Hew Berne should de-
p o s i t with i t add i t iona l notes and b i l l s of i t s customers i n an amount equal to 

' f i f t y per cent of the re -d iscounts or advancements to be held by i t as s ecu r i t y 
fo r any sums due by reason of re -d iscounts of the Hational Bank of Hew Berne and 
tha t s a id requirement was unreasonable, unlawful and deprived the sa id Hational 
Bank of Hew Berne of the use of sa id b i l l s and no tes , 

11, That on or about the year 1925, so p l a i n t i f f s a re informed and 
be l ieve and thereupon a l l e g e , the Federal Reserve Bank of Richmond, found and 
determined among i t s o f f i c e r s , t ha t the Hational Bank of Hew Berne was insolvent 
and i t s a s s e t s f rozen and unco l l ec t ab le , sa id f ind ing being based l a r g e l y , i f not 
wholely, upon the presence i n the Hational Bank of Hew Berne of the notes and 
debts i t had taken over when i t acquired the Peoples Bank and tha t thereupon, 
without any order of i t s Board of Directors or without any order of the Board of 
Directors of the Hational Bank of Hew Berne and without any a u t h o r i t y ves ted i n i t , 
un lawfu l ly and wrongfully requi red tha t the Hational Bank of Hew Berne deposi t 
with i t , add i t iona l marginal c o l l a t e r a l as here inbefore described i n the sum of 
f i f t y per cent of the amount of re -d iscounts and advancements, making the t o t a l 
deposi t of sa id marginal c o l l a t e r a l equal to one hundred per cent of the sa id r e -
discounts and advancements, 

12, That p l a i n t i f f s a re informed and be l ieve and thereupon a l l ege 
that in 1925 the re -d i scounts of the Hational Bank of Hew Berne with the Federal 
Reserve Bank of Richmond were as g rea t or g r e a t e r than they were a t any subse-
quent per iod of the l i f e of the sa id Hational Bank of Hew Berne or i t s successor , 
the F i r s t Hational Bank of Hew Bern and t h a t while sa id re -d iscounts changed 
from time to time by the s u b s t i t u t i o n of d i f f e r e n t customers' notes to the nat ion-
a l Bank of Hew Berne, ye t the t o t a l amount advanced thereon remained p r a c t i c a l l y 
the same, 

13. That on or about March 19, 1929, the F i r s t Hational Bank of 
Hew Bern was organized and took over and assumed the obl iga t ions of the Hational 
Bank of ITew Berne arid acquired the proper ty and proper ty r i g h t s , of which f a c t s 
defendant vras f u l l y advised and informed, and that i t thereupon entered on i t s 
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ledger sheets a no ta t ion t h a t the aetadunt of the National Bank of New Berne had 
been t r a n s f e r r e d to the F i r s t National Bank of New Bern and t h a t otherwise sa id 
account remained the same as i t had "been with the na t i ona l Bank of New Berne and 
tha t a t s a id time, t o -wi t , March 19th or 20th, 1929, the sa id Federal Reserve Bank 
of Hichmond held no tes , "bills of exchange, d r a f t s , bonds, evidences of indebted-
ness , warehouse r ece ip t s and other items of s e c u r i t y in an amount of a t l e a s t 
$208,103. as p l a i n t i f f s a r e informed and "believe, to which i t had no r i g h t i n 
law or equ i ty or in f a c t and which i t held contrary and in v i o l a t i o n of the 
r igh t s of the depos i to r s , s tockholders and c red i to r s of the National Bank of New• 
Berne and the F i r s t Nat ional Bank of New Bern and p a r t i c u l a r l y in v i o l a t i o n of the 
r igh t s of these p l a i n t i f f s * and tha t a t a l l times here in mentioned the sa id 
Federal Reserve Bank demanded, received and held wrongfully and un lawfu l ly and 
without a u t h o r i t y i n law Or i n f a c t , no te s , "bills of exchange, d r a f t s , bonds, 
evidences of indebtedness , warehouse r e c e i p t s and other evidences of s e c u r i t y 
belonging e i t h e r to the F i r s t National Bank of New Bern or the National Bank of 
New Berne in v i o l a t i o n of the r igh t s of sa id c red i to r s and these p l a i n t i f f s as 
a f o r e s a i d . That as a l l eged i n Paragraph 11 he re to fo re , said o f f i c e r s of the 
Federal Reserve Bank, having found and determined among themselves t h a t the 
National Bank of New Berne was inso lvent and i t s a s s e t s f rozen and unco l l ec t ab l e , 
and having f u r t h e r found among i t s o f f i c e r s in Apr i l , 1929, tha t the same condi-
t ion was t rue of the F i r s t National Bank of New Bern, based on the f a c t t ha t the 
F i r s t National Bank of New Bern had taken over the a s se t s of the National Bank 
of New Bern, un lawfu l ly , wrongful ly and i n v io l a t i on of the laws of the United 
S t a t e s , p a r t i c u l a r l y Sect ion 5242 of the Revised S t a tu t e s of the United S t a t e s , 
and in f raud of the c r e d i t o r s , deposi tors and stockholders of the National Bank 
of New Berne and the F i r s t National Bank of New Bern and p a r t i c u l a r l y i n f raud 
and in v i o l a t i o n of the r i g h t s of the p l a i n t i f f s , demanded and rece ived sa id no tes , 
b i l l s , d r a f t s , bonds, evidences of indebtedness , warehouse r ece ip t s and other 
evidences of s e c u r i t y , i n the amount here inbefore s e t out and a t a l l times one 
hundred per cent g r ea t e r than the re -d iscounts accepted from the National Bank 
of Ifew Berne or the F i r s t National Bank of New Bern. That on or about October 
23, 1929, a r ep resen ta t ive of the F i r s t National Bank of New Bern, a t the ins tance 
and d i r ec t i on of sa id bank, went to Richmond and demanded of the o f f i c e r s of the 
Federal Reserve Bank, a r e t u r n and surrender of the no tes , b i l l s of exchange, 
d r a f t s , bonds, evidences of indebtedness, warehouse r e c e i p t s and other evidences 
of s ecu r i t y amounting to $208,103. which the sa id Federal Reserve Bank then held 
un lawful ly , wrongfully and i n v i o l a t i o n of the r i g h t s of s a id F i r s t National Bank 
of New Bern and i t s predecessor and the c r ed i t o r s , s tockholders and depos i tors 
of sa id banks and p a r t i c u l a r l y these p l a i n t i f f s ; tha t thereupon the defendant , 
Federal Reserve Bank of Richmond, through i t s o f f i c e r s , re fused to turn over and 
surrender s a id items so wrongful ly held by i t , although i t was then advised and 
informed by said r ep re sen t a t i ve of the F i r s t National Bank of New Bern that a 
surrender of s a id items would enable s a i d F i r s t National Bank of New Bern to 
continue to operate and enable i t to provide funds to meet the demands then 
being made upon i t atid tha t the f a i l u r e of the defendant , Federal Reserve Bank 
of Richmond, to surrender and turn over sa id items so wrongfully held by i t , 
would r e s u l t i n the i n a b i l i t y to s tay open and meet i t s current ob l iga t ions 
and these p l a i n t i f f s are f u r t h e r informed and bel ieve t h a t s a id f a i l u r e of the 
defendant Federal Reserve Bank of Richmond to surrender and turn over s a id co l -
l a t e r a l did cause the F i r s t National Bank of New Bern to be unable to meet i t s 
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current demands and Obligations and was the d i r e c t cause of sa id "bank having to 
cloSe i t s dtiors and suspend "business on the 26th day of October 1989, j u s t a t the 
peek of the co l l ec t i ng season of the community i n which the sa id F i r s t na t iona l 
Bank of New Bern vras s i t u a t e d and r e s u l t e d i n g rea t and i r r epa r ab l e damage to the 
s tockholders , depos i tors and c red i to r s of the F i r s t na t i ona l Bank of Heir Bern and 
p a r t i c u l a r l y these p l a i n t i f f s . 

14. That by reason of the matters and things here inbefore se t out , 
these p l a i n t i f f s and those s imi la r ly s i t u a t e d , have been damaged in the g rea t sum 
of One Mill ion ($1,000,000.) Dol la rs , and tha t the s a i d Federal Reserve Bank of 
Richmond i s now at tempting to c o l l e c t the commercial paper unlawful ly held by i t 
and i s d ive r t i ng the same to i t s own use and i s br inging s u i t s aga ins t var ious 
and sundry people i n i t s om name and making demands f o r payment through the 
Receiver of the F i r s t National Bank of Hew Bern and t h a t i t has he re to fo re 
co l lec ted a la rge sum which i t has app l ied to i t s ovn purpose, un lawfu l ly , wrong-
f u l l y and in v i o l a t i o n of the r i g h t s of these p l a i n t i f f s and those s i m i l a r l y 
s i t u a t e d . 

And for another and f u r t h e r cause of ac t i on , p l a i n t i f f s a l l e g e : 

1 . That they r e - a l l ege a l l ega t ions 1, 2 , 3, 4 , 5, 6, 7, 8, 9, 10, 
11 and 12 of the f i r s t cause of a c t i o n . 

2 . That p l a i n t i f f s a re informed and be l i eve and the re fo re a l l ege 
tha t the Federal Reserve Bank of Richmond i s vested r ; i th those powers and only :-r. 
those powers s e t f o r t h in the Act of Congress e n t i t l e d "Federal Reserve Act" dated 
December 23, 1913, as amended, and t h a t s a id powers are s p e c i f i c a l l y and d e f i n i t e l y 
l imi ted to the purposes of s a id Act and no other except such i n c i d e n t a l powers as 
s h a l l be necessary to ca r ry on the business of banking within the l i m i t a t i o n s 
prescr ibed by the Federal Reserve Act. 

3, That p l a i n t i f f s a re informed and be l i eve and thereupon a l lege 
tha t the Federal Reserve Bank of Richmond, defendant he re in , con t ra ry and i n 
v io l a t i on of the powers granted to i t by Congress and i n v i o l a t i o n of the r i gh t s 
of the c r e d i t o r s , depos i to rs and stockholders of the na t iona l Bank of Hew Berne 
and of the F i r s t na t iona l Bank of Hew Bern, and p a r t i c u l a r l y these p l a i n t i f f s , 
required and demanded the na t iona l Bank of Hew Berne and i t s successor , the F i r s t 
National Bank of Hew Bern, to deposi t with i t , no tes , b i l l s of exchange, d r a f t s , 
bonds, evidences of indebtedness , warehouse r ece ip t s and other evidences of 
secur i ty , in an amount equal to no tes , b i l l s of exchange, d r a f t s , bonds, evidences 
of indebtedness, warehouse r ece ip t s and other items of s e c u r i t y which the sa id 
Federal Reserve Bank accepted f o r discount and tha t s a id requirements was unreason-
ab le , unlawful and deprived the Nat ional Bank of Hew Berne and i t s successor , the 
F i r s t National Bank of New Bern of the use and b e n e f i t of said no t e s , b i l l s of ex-
Change, e t c . and thereby hampered and prevented the sa id National Bank of Hew Berne 
and the F i r s t National Bank of New Bern from having funds, proceeds of s a id i tems, 
to use i n carrying on i t s ordinary banking business and meeting i t s cur ren t 
obl iga t ions and l i a b i l i t i e s . 
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4» That these p l a i n t i f f s a re informed and be l i eve and thereupon 
a l l ege t h a t the Federal Reserve System, of r.-hich the Federal Reserve Bank of 
Richmond, Va. i s a p a r t , was e s t a b l i s h e d by Congress wi th the purpose and i n t e n t ! cn 
of p rov id ing a means by which l i q u i d commercial paper might be converted i n t o a 
bas i s f o r i s s u e s of currency and as a means of a id ing the c r e d i t and t r ad ing powers 
of the Nat ion and to p a r t i c u l a r l y a s s i s t member banks, and of which every National 
Bank was, by s t a t u t e , r equ i r ed to become a member, and t h a t Congress, by i t s 
sa id Act , des igna ted and r e s t r i c t e d the type and kind of commercial paper t h a t 
might be so used as b a s i s f o r i s s u i n g of currency i n o rder t o p r o t e c t and s a f e -
guard, a t a l l t imes, the ™orth of currency so i s sued and to s t a b l i z e and maintain 
the confidence of the p u b l i c i n such i s s u e s of currency and i n the banking 
systems which had or might become members of the Federal Reserve System and s a i d 
a c t , by i t s terms, l i m i t s papers to be d iscounted by the Federal Reserve Bank t o 
the type and k ind s e t f o r t h i n s a i d Act which would meet the requirements above 
s p e c i f i e d and t h a t the p l a i n t i f f s a re f u r t h e r informed and be l i eve and t h e r e -
upon a l l e g e t h a t the Federa l Reserve Bank of Richmond i n i t s dea l ings wi th the 
Nat ional Bank of Hew Berne and the F i r s t Nat ional Bank of New Bern, d i s r ega rded 
the purpose of s a i d a c t and i t s terms and d is regarded the types and k inds of 
paper t h a t i t p re tended to accept for r e -d i s coun t and accepted f rom the n a t i o n a l 
Batik of New Berne and the F i r s t Nat ional Bank of New Bern, paper f o r d iscount t h a t 
d id not meet the requirement of s a id a c t and was known to the o f f i c i a l s of the 
Federal Reserve Bank as no t meeting sa id requirements and t h a t f u r t h e r i n 
v i o l a t i o n of s a i d a c t , s a i d Federal Reserve Bank of Richmond r equ i r ed , demanded 
and compelled s a id Nat iona l Bank of New Berne and F i r s t Nat ional Bank of New 
Bern, t o send other commercial paper of a kind and type not meeting the r e q u i r e - . 
ments of sa id a c t and s a i d Federal Reserve Bank a r b i t r a r i l y of i t s own motion wi th-
out r i g h t i n law and i n f a c t , des igna ted sa id f u r t h e r sendings as marginal c o l -
l a t e r a l and advanced no amount of money, no th ing of c r e d i t and no th ing of value 
to the s a i d Nat ional Bank of New Berne or F i r s t Nat ional Bank of New Bern by 
reason of s a i d a d d i t i o n a l amounts of commercial paper h e r e i n a f t e r r e f e r r e d to as 
marginal c o l l a t e r a l and amounting to approximately the sum of $208,000. , s a i d 
amount being approximately the amount wrongfu l ly wi thhe ld by sa id Federal Reserve 
Bank a t a l l t imes he re in mentioned. 

5 . That the unreasonable and unlawful requirements of the Fed-
e r a l Reserve Bank of Richmond i n demanding and holding sa id a d d i t i o n a l commer-
c i a l paper deprived the s a i d Nat ional Bank of New Bern and F i r s t ^ 
Nat ional Bank of New Bern of i t s use and thereby i n e f f e c t , produced a condi t ion 
equiva len t to insolvency i n the a f f a i r s of sa id two banks and p l a i n t i f f s a r e 
f u r t h e r informed and b e l i e f t h a t i f such unlawful requirements had not been 
made, s a i d banks would have been able to meet t h e i r cu r ren t ob l i ga t i ons and would 
not have been compelled to l i q u i d a t e or c lose and the c los ing of s a i d banks and 
the a c t s on the p a r t of the defendant , Federal Reserve Bank, has caused g r e a t 
and i r r e p a r a b l e damage to | h e se p l a i n t i f f s and others s i m i l a r l y s i t u a t e d and t h e i r 
l i q u i d a t i o n has r e s u l t e d i n a g r e a t and i r r e p a r a b l e damage to these p l a i n t i f f s 
and o thers S imi l a r ly s i t u a t e d . 
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6t That "by reason bf the matters and things here inbefore s e t 
put , these p l a i n t i f f s and those s i m i l a r l y s i t u a t e d , have "been damaged in the 
g rea t sum of One Mill ion ($1,000*000) Dol la r s , and tha t the s a id Federal Reserve 
Bank of Richmond i s now at tempting to co l l ec t the commercial paper un lawfu l ly 
held by i t and i s d i v e r t i n g the same to i t s own use and i s br inging s u i t s agains t 
various and sundry people i n i t s own name and making demands f o r payment through 
the Receiver of the F i r s t na t iona l Bank of Hew Bern and tha t i t has he re to fo re 
co l lec ted a la rge sum which i t has app l ied to i t s own purpose, un lawfu l ly , wrong-
f u l l y and i n v i o l a t i o n of the r i g h t s of these p l a i n t i f f s and those s i m i l a r l y 
s i t u a t e d . 

And f o r another and f u r t h e r cause of ac t ion these p l a i n t i f f s a l lege: 

1 . That they repeat the a l l ega t ions 1 to 12 inc lus ive of the 
f i r s t eayse of a c t i o n . 

2 . That the Federal Reserve Bank of Richmond, Va. i s ves ted 
with a u t h o r i t y to examine and inqui re i n to the condit ion of member banks and 
that i t , through the Chairman of i t s Board, has access to a l l examinations made 
of member banks and p a r t i c u l a r l y of Nat ional Banks, of which the National Bank 
of He« Berne was one and the F i r s t National Bank of New Bern was one and such 
batiks were r egu la r ly examined i n the ordinary conduct of the supervisory powers 
vested i n the comptroller and the Federal Reserve Bank. 

3. That the Federal Reserve Bank of Richmond knew the condition 
of the National Bank of New Berne and the F i r s t National Bank of New Bern, the 
nature and condit ion of i t s a s s e t s , and by reason of i t s knowledge of o ther 
member banks, had a more in t imate knowledge of the sane than even the o f f i c e r s 
of the sa id F i r s t National Bank of New Bern or the National Bank of New Berne 
had, and tha t with such knowledge in i t s b r e a s t , the sa id Federal Reserve Bank 
of Richmond determined among i t s o f f i c e r s on or about the year 1925 tha t the 
National Bank of New Berne was insolvent and i t s a s s e t s f rozen and ur icol lectable 
and thereupon i t undertook and did cause t r a n s f e r s of no tes , bonds, b i l l s of ex-
change and other evidences of debt from the sa id National Bank of New Berne to 
be unlawful ly t r a n s f e r r e d to i t and tha t s a i d t r a n s f e r s were made i n contempla-
t ion of the insolvency of the National Bank of New Berne and i t s successor , the 
F i r s t National Bank of New Bern with a view to prevent the app l i ca t ion of a s s e t s 
of said National Bank of New Bern and F i r s t National Bank of New Bern i n the 
manner p resc r ibed by law and with the view to p r e f e r the Federal Reserve Bank 
as a c r e d i t o r t o other c r e d i t o r s . 

4 . That these p l a i n t i f f s are informed and bel ieve t h a t a t . . a l l 
the times mentioned in the f i r s t , second and th i rd cause of ac t ion here in s e t 
out , the amount of re -d i scounts from the National Bank of New Berne and the F i r s t 
National Bank of New Bern remained p r a c t i c a l l y the same and tha t the exchange 
of notes from time to time was made without an appreciable increase in the amount 
of money received from the Federal Reserve Bank of Richmond and notwithstanding 
the determination updn the p a r t of the o f f i c i a l s of the Federal Reserve Bank. 
as to the insolvency of the National Bank of New Berne and the F i r s t Nat ional 
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Bank of Hew Bern, sa id Federal 3cserve Bank unlawful ly , wrongfully and i n 
v io l a t ion of the expressed terms of law, requi red and demanded add i t iona l 
notes , M i l s and other evidences of indebtedness in an amount equal to the amount 
pretended to "oe accepted for discount amounting, as p l a i n t i f f s are informed and 
be l ieve , to the sum of a t l e a s t $208,000. and tha t such a c t s on the p a r t of the 
Federal Beserve Bank, made with the s ec re t knowledge which i t had, cons t i t u t ed 
a preference and a f raud on these p l a i n t i f f s and those s i m i l a r l y s i t u a t e d . 

5. That the p l a i n t i f f s , p r i o r to the i n s t i t u t i o n of t h i s ac-
t i on , t o -wi t , on the 8th day of October, 1930, issued a not ice and demand on 
R. S. Schumacher, who had the re to fo re been appointed Receiver of the F i r s t Nation-
a l Bank of New Bern by the Comptroller of the Currency, requi r ing and demanding 
that s a id rece ive r i n s t i t u t e th i s ac t ion and tha t i n rep ly the re to , under date 
of October 16, 1930, these p l a i n t i f f s , through t h e i r a t t o rneys , rece ived a l e t t e r 
from the sa id E. E. Schumacher, r e fu s ing to br ing sa id ac t ion , copies of sa id 
demand and l e t t e r of r e f u s a l being here to a t tached and marked Exhibi ts A and B 
r e spec t ive ly . 

6 . That these p l a i n t i f f s are informed and be l ieve and thereupon 
a l lege t h a t the Receiver of the F i r s t National Bank of New Bern w i l l not have 
fo r d i s t r i b u t i o n among i t s general c red i to r s an amount i n excess of t e n per cent 
of the amount due s a id c r e d i t o r s . 

7. That these p l a i n t i f f s are informed and be l ieve t h a t t he i r 
r i gh t s can only be p r o t e c t e d by having a r ece ive r appointed to take charge of 
sa id c o l l a t e r a l here inbeforg described and t h a t sa id r e c e i v e r be au thor ized , 
d i rec ted and empowered to c o l l e c t and administer sa id c o l l a t e r a l pending the 
f i n a l determination of t h i s cause. 

8. That by reason of the matters and things here inbefore s e t 
out , these p l a i n t i f f s and those s i m i l a r l y s i t u a t e d , have been damaged in the 
g rea t sum of One Mill ion ($1,000,000.) Dol lars and t h a t the sa id Federal Reserve 
Bank of Richmond i s now at tempting to c o l l e c t the commercial paper un lawfu l ly 
held by i t and i s d i v e r t i n g the same to i t s own use and i s bringing s u i t s 
against var ious and sundry people i n i t s own name and making demands fo r pay-
ment through the Receiver of the F i r s t National Bank of New Bern and t h a t i t 
has he re to fore col lec ted a l a rge sum which i t has appl ied to i t s own purpose, 
unlawful ly , wrongfully and in v io l a t i on of the r i g h t s of these p l a i n t i f f s and 
those s i m i l a r l y s i t u a t e d . 

And for another and f u r t h e r cause of a c t i o n , p l a i n t i f f s a l l e g e : 

1 . That they r e - a l l ege Allegat ions 1, 2 , 3, 4 , 5, 6, 7, 8, 9, 10, 
11 and 12 of the f i r s t cause of ac t ion . 

2 . That p l a i n t i f f s a re informed and be l i eve and thereupon a l l ege 
that the Federal Reserve Bank of Richmond required i t s member banks and p a r t i c u -
l a r l y the National Bank of New Berne and the F i r s t National Bank of New Bern to 
deposi t with i t funds as a reserve balance equal to not l e s s than seven per'cB&t 
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of i t s aggregate demand depos i t s and - three per cent of i t s time depos i t s . 

3. That p l a i n t i f f s are informed and "believe and thereupon a l l ege 
that a t times the s a id na t i ona l Bank of New Berne and the F i r s t Nat ional Bank of 
Hew Bern were unable t o meet sa id requirements due i n p a r t to the f a c t t h a t the 
Federal Reserve Bank of Hi tihmond was holding unlawful ly , many of i t s a s s e t s as 
s e t out i n the f i r s t , second and t h i r d cause of a c t i o n of t h i s complaint and there-* 
upon the Federal Reserve Bank of Richmond, defendant here in , un lawfu l ly , wrongfully 
and i n v i o l a t i o n of law -and i n v i o l a t i o n of these p l a i n t i f f s and others s i m i l a r l y 
s i t u a t e d , charged and demanded and received by debi t ing the account of the Nation-
a l Bank of New Berne and/or F i r s t National Bank of New Bern with i t , p e n a l t i e s a t 
the r a t e of as high as t en per cent or g rea t e r of the de f i c i ency between s a id seven 
or three per cent and the amount of balance in said bank. 

4. That p l a i n t i f f s a r e informed and be l ieve and thereupon a l l ege 
tha t there i s not a v a i l a b l e to them f u l l information to determine the amount of 
sa id charges so wrongfully made but they are advised tha t the same reach a g rea t 
sum and they are f u r t h e r advised, and informed tha t they are e n t i t l e d to have an 
accounting of the defendant f o r a l l sums so wrongfully and unlawful ly charged and 
e n t i t l e d to have any amount due from the National Bank of New Berne or the F i r s t 
National Bank of New Bern to the Federal Reserve Bank of Richmond, c red i t ed wi th 
the sums so wrongfully charged, co l lec ted and rece ived . 

5 . That by reason of t h e matters and th ings s e t out i n t h i s cause 
of ac t ion , p l a i n t i f f s have been damaged i n a g rea t sum, the exact amount of which 
can only be determined by an accounting hereinbefore a l l eged to be due to the 
p l a i n t i f f s . 

Wherefore these p l a i n t i f f s pray 

1. That the Federal Reserve Bank be requi red to render an account 
of a l l commercial paper , no te s , b i l l s of exchange, evidences of indebtedness , 
warehouse r e c e i p t s and other evidences of s ecu r i t y held by i t on the 19th day 
of March, 1929, as the p rope r ty of the National Bank of New Bern, f o r discount 
and otherwise, and on the 23rd day of October, 1929 as the proper ty of the F i r s t 
National Bank of New Bern, for discount and otherwise, and an accounting of a l l 
funds received by i t from such commercial paper since s a id da tes ; 

2 . That a r ece ive r be appointed to c o l l e c t and adminis ter sa id 
c o l l a t e r a l pending the f i n a l determination of t h i s cause and tha t the Federal 
Reserve Bank of Richmond be required to turn over to s a id r e c e i v e r , a l l the 
items now held by i t , together with a l l sums of money here to fore co l l e c t ed from 
any of sa id no tes , b i l l s , e t c . 

3 . That the p l a i n t i f f s have and recover of the defendant the sum 
of One Million Dollars to be discharged <-
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' Then these p l a i n t i f f s have received from the defendants the 
sum of $15,086.71 being the amount of the deposi ts and par value of the stock 
a l leged in Paragraph 5 of the f i r s t cause of ac t ion and tha t as to o the r s 
s imi la r ly s i t u a t e d to these p l a i n t i f f s , should they come i n and make them-
selves p a r t i e s , tha t t h i s prayer be extended to cover the amount shown to be 
due them; 

4 . For an accounting of a l l pena l t i e s and excess i n t e r e s t charged 
by the defendant and proper c r ed i t as a l leged in the fou r th cause of ac t ion 
above, given to the F i r s t National Bank of New Bern and the National Bank of 
New Berne; 

5. And for such other and f a r t h e r r e l i e f as p l a i n t i f f s may 
show themselves e n t i t l e d to rece ive . 

(s igned) W. B. B. Qui on 

(signed) Whitehurst & Barden 
Attorneys fo r p l a i n t i f f s . 
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W. J . Lucas, J r . , Adminis t ra tor , one of the p l a i n t i f f s 
above named, "being duly sworn, deposes and says ; That he has read 
the foregoing Complaint and t h a t the same i s t rue of h i s own 
knowledge except as to mat ters the re in s t a t e d on information and 
b e l i e f and as to those matters he be l ieves i t to he t r u e . 

(signed) W. J . Lucas. Adm« 

Sworn to and subscribed before me 
t h i s 22nd day of January, 1931 

(Seal ) 
(s igned) M. P. Jones 

Hotary Publ ic 

My commission expi res 11/23/31 
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C O P Y 

NORTH CAROLINA 
CRAVE! COUNTY 

To R. E. Schumacher, Esquire, Receiver of the F i r s t National 
Bank of New Bern, Hew Zern, North Carolina. 

Dear S i r : 

In behalf of the e s t a t e of W. J . Lucas, who was a 
stockholder in the National Bank of New Berne, predecessor of 
the F i r s t Nat ional Bank of New Bern, and who was l ikewise a 
depos i tor i n the F i r s t National Bank of New Bern, and in behal f of sa id 
e s t a t e j o i n t l y with Mrs. Kate S. Lucas, wi fe of sa id W. J . Lucas, de* ^ 
ceased; and of a l l other s tockholders of the National Bank of New Berne 
and deposi tors and c red i to r s of the F i r s t National Bank of New Bern, and 
any other persons , f i rms or corporat ions s i m i l a r l y s i t u a t e d , reques t and 
demand i s hereby made upon you tha t you fo r thwi th i n s t i t u t e proceedings 
i n a court of competent j u r i s d i c t i o n aga ins t the Federal Reserve Bank 
of Richmond f o r the r e tu rn to you to "be handled f o r the b e n e f i t of those 
persons making the demand and a l l other persons s imi l a r ly s i t u a t e d , of 
a l l no tes , b i l l s of exchange, d r a f t s , bonds, evidences of indebtedness , 
warehouse r e c e i p t s or other items of s e c u r i t y which have been or may 
have been deposi ted vrith the sa id Federal Reserve Bank of Richmond as 
s e c u r i t y f o r any indebtedness due from the National Bank of New Berne to 
the sa id Federal Reserve Bank of Richmond and/or from the F i r s t National 
Bank of New Bern other than notes denominated e l i g i b l e no tes , d r a f t s , e t c . 
wi th in the meaning and tenns of the Federal Reserve Act which were d i s -
counted or purchased by the Federal Reserve Bank without c o l l a t e r a l 
s e c u r i t y , And i n addi t ion t h e r e t o , tha t in s a i d proceeding you w i l l 
demand the r e t u r n of the items of the charac ter received from the 
F i r s t National Bank of New Born and/or the National Bank of New Berne 
by the Federal Reserve Bank of Richmond not he ld in accordance with 
sa id Federal Reserve Act and when s a id items a re shown to have been 
co l l ec ted or i f the r e tu rn of same cannot be had, tha t you demand 
f o r the b e n e f i t of the c red i to r s of sa id F i r s t National Bank of New 
Bern and the National Bank of Now Borne, the cash proceeds received 
by the Federal Reserve Bank of Richmond from sa id items so co l l ec t ed 
or which they f a i l t o r e t u r n . 

This demand i s made upon you i n order that you s h a l l 
obtain f o r c o l l e c t i o n and d i s t r i b u t i o n among the c red i to r s of the 
i n s t i t u t i o n f o r which you are Receiver sa id items unlawful ly ob ta in -
ed and held by the Federal Reserve Bank of Richmond for the b e n e f i t 
of the c red i to r s of the s a id F i r s t National Bank of New Bern and/ 
or the c red i to r s of the National Bank of New Berne. 

You a re f u r t h e r n o t i f i e d tha t should you f a i l to 
comply with t h i s demand and immediately i n s t i t u t e sa id proceedings 
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• j i thin a reasonable time of t h i s no t ice , tha t the persons mak-
ing the demand m i l , i n t h e i r own r i g h t , i n s t i t u t e sa id proceed-
ings . 

You r / i l l k indly advise wi th in t en days whether 
i t i s your purpose to i n s t i t u t e sa id ac t ion f o r the recovery of 
the a s s e t s improperly and unlawful ly held by the Federal Reserve 
Bank of Richmond, otherwise your f a i l u r e so t o advise w i l l be 
deemed a r e f u s a l by you to comply with t h i s n o t i c e . 

This 9th day of October, 1930. 

W . J . Lucas, J r . and J . W. Lucas, 
Administrators of the Es ta te of 
W. J . Lucas. 

Kate S. Lucas 

By Whitehurst & Barden 

B. B. Quion 

Attorneys 

Received 10/8/30 
Served 10/9/30 by reading and 
de l ive r ing a copy of the within 
no t i ce to R. 3 . Schumacher, Esquire , 
Receiver of the F i r s t National Bank 
of Hew Bern. 

James S. Bryan 
Cons t a b l e . 
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The F i r s t ITational Bank of Hew Bern 

Hew Bern, N. C. October 16th 1930 

Whitehurst & Barden, 
Attorneys a t Law, 
New Bern, 17. C. 

Mr. W. B. R. Guion, 
Attorney a t Law, 
New Bern, 11. C. 

Mr. W. J . Lucas, J r . & Mr. J . V7. Lucas, Adm. 
Esta te of T7. J . Lucas, Deceased, 
Mrs. Kate S. Lucas, 
New Bern, IT. C. 

Subject : Demand made "by Administrators of W. J . Lucas, 
Deceased, to commence ac t ion aga ins t the 
Federal Reserve Bank of Richmond. 

Gentlemen: 

Service having been madd upon the Receiver of the F i r s t 
National Bank of New Bern, Inso lvent , i n behalf of the e s t a t e of W. J . Lucas 
and Mrs. Kate S. Lucas, request ing tha t the Receiver i n s t i t u t e proceedings in" 
a Court of Competent j u r i s d i c t i o n aga ins t the Federal Reserve Bank of Richmond, 
has been r e f e r r e d to the Comptroller of the Currency. 

You were informed tha t as Receiver of the F i r s t Nat ional 
Bank of New s e r n , I r e f u s e to f i l e the ac t ion requested in your demand of 
October 9 th , 1930, as i t i s not wi thin my j u r i s d i c t i o n to do so. 

* 

The Receiver a l so Relieves tha t any such a c t i o n , I f f i l e d , 
should oe f i l e d i n the United S^p-tes D i s t r i c t Court, and i t i s my i n t e n t i o n 
to p e t i t i o n f o r removal to t h a t Court any such ac t ion tha t may be f i l e d i n the 
State Court. 

Respec t fu l ly , 

RES-L 

Raymond E. Schumacher, 

Receiver 
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FEDERAL RESERVE BOARD ^ 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6818 

February 13, 1931. 

Dear S i r : 

Re fe r r ing to my l e t t e r of February 7 with re ference to the 
case of ? . I . Skinner and Company v . Federal Reserve Bank of Richmond, 
e t a l . , I enclose for"ydur f u r t h e r information the fol lowing documents: 

(1) Copy of a l e t t e r addressed to me by Mr. Wallace, 
Counsel f o r the Federal Reserve Batik of Richmond 
under date of February 10; 

(2) Copy of a l e t t e r addressed to me by Mr. Parker , 
Counsel f o r the Federal Reserve Bank of At lanta 
under date of February 10; 

(3) A memorandum summarizing the t e legraphic r e p l i e s 
to my l e t t e r of February 7 rece ived from Counsel 
f o r var ious Federal Reserve Banks; and 

(4) A copy of a l e t t e r addressed by me to Mr. Wallace 
under date of February 13. 

While you w i l l observe from my l e t t e r to Mr. Wallace tha t an 
e f f o r t i s being made to reorganize the na t iona l Bank of Greenvil le and 
no f u r t h e r s t eps should be taken looking toward the employment of spec ia l 
counsel to a s s i s t i n t h i s l i t i g a t i o n on a System bas i s un less the p lans 
for r eo rgan iza t ion f a i l ; i t i s my opinion t h a t , i f these p lans should 
f a i l and i f i t should become necessary to l i t i g a t e t h i s case, i t ought 
to be handled as a System mat te r fo r the fol lowing reasons: 

1. I t involves several quest ions of v i t a l i n t e r e s t to a l l 
Federal Re serve Banks; 

2 . The Federal Reserve Bank of Richmond des i res to have i t 
handled as a System case and Counsel f o r several of the Federal Reserve 
Banks have expressed a s imi l a r des i re ; 

3 . The check in quest ion was handled with unusual prompt-
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ness; the Federal Reserve Bank had. no spec ia l knowledge of the impending 
insolvency of the drawee hank; there appear to be no f a c t s upon which 
a charge of ac tua l negligenbe could he sustained! and, in every r e -
spect , the case appears to he f r e e from embarrassing complications of 
every nature , except t h a t i t was brought i n the d i s t r i c t i n which the 
Early case a rose ; 

i 

4. The Federal Reserve Banks a re fo rced to t r y most cases of 
t h i s charac ter i n the S ta t e cour t s and t h i s case a f f o r d s an unusual 
oppor tuni ty to t e s t the quest ions involved i n the Federal cour t s ; and 

5 . In my opinio#, i t i s very important to the Federal Reserve 
System to ob ta in a dec is ion as soon as poss ib le i n the Federal cour t s 
d i s t i ngu i sh ing the r i g h t s , du t ies and l i a b i l i t i e s of the Federal Re-
serve Banks under Regulat ion *f, as amended September 1, 1930, from t h e i r 
r i ^ i t s , du t i e s and l i a b i l i t i e s under the preceding r egu l a t i on as e s t ab -
l i s h e d in the dec i s ion of the Supreme Court of the United S t a t e s i n the 
case of Ear ly v . Federal Reserve Bank of Richmond. 

Mr. Wallace advises me tha t the Federal Reserve Bank of Richmond 
would p r e f e r to have t h i s case handled as a System case but i s not d i s -
posed to i n s i s t upon i t un les s a ma jo r i t y of the other Federal Reserve 
Banks a re w i l l i n g to p a r t i c i p a t e , Mr. Wallace f e e l s t h a t , having t r i e d 
the Early case and the Federal Reserve Batik of Richmond haying been 
opposed to the amendments to Regulation J adopted e f f e c t i v e September 1, 
i t "ought not to be i n the p o s i t i o n of t ry ing the f i r s t important t e a t 
case a r i s i n g under the amended regu la t ions without the o ther Federal 
Reserve Banks being represen ted i n the case by spec ia l counsel . 

I f , t h e r e f o r e , the plans to reorganize the National Bank of 
Greenvil le should f a i l , and i f i t should become necessary to l i t i g a t e 
t h i s case, I s h a l l recommend to the Federal Reserve Board t h a t spec ia l 
counsel be r e t a i n e d to a s s i s t i n the t r i a l of t h i s case on a System b a s i s . 
I f the Board approves my recommendation, i t w i l l immediately communicate 
with a l l Federal Reserve Banks i n #rder to a s c e r t a i n whether they a r e 
w i l l i n g to p a r t i c i p a t e , and you undoubtedly w i l l be c a l l e d upon to ad-
v i se and consul t with your bank oil t ha t ques t ion. I s h a l l keep you f u l -
ly informed of q l l important developments, i n order tha t you may inform 
the o f f i c e r s of your bank. 

With k indes t regards and a l l best wishes, I am 

Cordia l ly yours, 

Walter Wyatt, 
General Counsel. 

TO COUNSEL FOR ALL H&EERAL R3S3BVE BAHKS EXCEPT RICHMOND. 
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FBESRAL B3S2RVS MNK OF RICHMOND 

February 10, 1931 

Federal Reserve Board, 
Washington, D. C. 

At ten t ion : Mr. Walter Wyatt. General Counsel. 

% dear Mr. Wyatt: 

Replying f u r t h e r to your telegram of February 9th , I wish 
. to say t h a t i n my personal opinion i t would be advisable to remove 
the ac t ion brought by Skinner and Company to the f e d e r a l cou r t . I 
r e a l i z e tha t the probable a t t i t u d e of the Circui t Court of Appeals 
and the personal q u a l i f i c a t i o n s of the d i s t r i c t judge a re some 
reasons why a removal might not be advisable , but , on the other hand, 
a f i n a l decis ion i n the f e d e r a l court would be the only precedent 
which could be of any he lp to other Federal reserve banks. A f i n a l 
decis ion by the s t a t e cour t s of North Carol ina would of necess i ty leave 
the quest ion u n s e t t l e d un less we could obtain a review of the dec is ion 
of the s t a t e cour t by the Supreme Court of the United S t a t e s . 

When the National Bank: of Greenvil le suspended we he ld r e d i s -
counted notes aggregat ing $112,218.86 and held, marginal c o l l a t e r a l aggre-
gat ing $38,955.00. We have not had an opportunity to make a c a r e f u l 
appraisement of the value of the paper he ld by us , but the Manager of the 
Bank Rela t ions Department i s i nc l ined to think tha t most of the paper 
which we ho ld i s f a i r l y good and t h a t we are probably p ro tec t ed from any 
l o s s even if we should lose the reserve balance. I t the re fo re seems 
t h a t the Receiver has the main pecuniary i n t e r e s t , and i f t h i s case is 
not to be handled as a System mat te r , my own idea would be to employ 
as the l oca l a s s o c i a t e the a t to rney r e t a ined by the Receiver and to give 
him a l l the a s s i s t a n c e in my power in conducting the case, but to allow 
him or the Receiver to determine what s teps were adv i sab le . I am sure 
you can r e a d i l y apprec ia te my p o s i t i o n i n t h i s mat ter , and na tu r a l l y i f 
the case i s made a System mat ter I should p r e f e r to have the f i n a l 
decis ions made by you or Mr. Baker i f he i s r e t a ined , and i f i t i s not 
handled as a System mat te r , I should p r e f e r to have the Comptrol ler ' s 
O f f i c e assume r e s p o n s i b i l i t y fo r any important decis ions , but , of course, 
i n any event, I would expect to use my bes t e f f o r t s to secure a favorable 
dec i s ion . 

I remain, 

Very t r u l y yours, 
(Signed) M. 0 . Wallace 

Counsel. 

MOW R 
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COLQUITT, PARKER, TROUTimi & ARXWRIGHT 
ATTORNEYS AT LAW 

SUITE 1607 WILLIAM-OLIV3H BLDG. 
ATLANTA, GA. 

February 10, 1931. 

Mr. Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D, C. 

Dear Mr. Wyatt; 

I wired you yesterday, in e f f e c t , tha t I 8$w no reason why 
the case of Skinner v, Federal Reserve Bank of Richmond should, f o r the 
presen t a t l e a s t , "be regarded as p resen t ing quest ions of System-wide imr 
por tance . 

The s u i t has ev ident ly been "brought upon the theory t h a t the 
Malloy case i s app l i cab le and upon the f u r t h e r theory tha t the Federal 
Reserve Bank refuged, p r i o r to the insolvency of the Greenvil le bank, to 
honor a request to charge the reserve account with the amount of a cash 
l e t t e r which could have been pa id out of such reserve balance. 

Nei ther theory i s well taken under the law or the f a c t s . Any 
a u t h o r i t a t i v e value of the Malloy case would seem to be removed by the 
Regulation, and, f o r tha t mat ter , by the Regulat ions which have been of 
f o r c e ever s ince amendments were made to meet the Malloy case . 

I cannot be l ieve t h a t counsel f o r the p l a i n t i f f w i l l s e r i o u s -
l y contes t the mat ter on e i t h e r theory when the new Regulation is brought 
to t h e i r a t t e n t i o n and i t i s made p l a i n tha t a t no time during December 
10th was the reserve balance i n s u f f i c i e n t funds to author ize a charge to 
the account of the Greenvi l le bank of the net amount of the cash l e t t e r , 

Had the account been in s u f f i c i e n t funds p r i o r to not ice of 
suspension, I think t h a t the au tho r i za t ion to charge should have been 
honored, and I be l i eve f u r t h e r t h a t the mere f a c t t h a t e n t r i e s , charging 
the account, were not made p r i o r to the r ece ip t of not ice of suspension 
would not have a l t e r e d the s i t u a t i o n . I t has been my idea tha t a remi t -
tance d r a f t or an a u t h o r i z a t i o n to charge a reserve account should be 
given e f f e c t a s of the time of rece ip t and tha t the p r o h i b i t i o n contained 
i n Regulat ion J , as to the making of charges aga ins t reserve accounts 
a f t e r not ice of insolvency, would not be appl icable to cases in which such 
no t i ce was a c t u a l l y rece ived a f t e r remit tance d r a f t s and/or au thor iza t ions 
to charge reserve accounts reached the Federal Reserve Bank. As s t a t e d 
above, I think the Richmond bank should have pa id the cash l e t t e r out of 
the rese rve balance had t h a t balance been s u f f i c i e n t f o r the purpose. 
I t not having been s u f f i c i e n t , the case, in so f a r as concerns t h i s 
p a r t i c u l a r aspec t , should be determined i n favor of the Reserve Bank 
independently of the p rov i s ion of Regulation J . 
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Of course the case may so develop l a t e r tha t the v a l i d i t y 
and e f f e c t i v e n e s s of Regulation J may be se r ious ly drawn in to quest ion, 
but u n t i l such time I do ndt be l ieve tha t the case i s of any p a r t i c u -
lar1 s igni f icance* I know, furthermore, tha t Mr. Wallace w i l l give 
the! mat ter h i s usual s k i l f u l l and e f f e c t i v e handling! 

With regards, I ata 

Very t r u l y yours, 

(Signed) Robt» S. Parker . 

BSP/w 
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COPY X-6818rc 
2-13-31 2 8 0 

REPLIES OF COUNSEL OF VARIOUS FEDERAL RESERVE BAMS TO MR. WYATT'S LETTER OF 
FEBRUARY 7, RE SKIMER & COMPANY V. FEDERAL RESERVE BANK OF RICHMOND. 

Mr. Weed. Boston : 
"Think case Skinner & Co. vs . Reserve Bank of Richmond could 

proper ly "be handled as Eastern mat ter i f Wallace des i r e s outs ide 
counsel ." 

Mr. Logan. New York: 
"Your l e t t e r February seventh regarding case of Skinner v . 

Federal Reserve Bank of Richmond.(stop) We favor handl ing case as 
system matter "because i t seems l i k e l y tha t questions of system 
i n t e r e s t may he involved.^Stop) We w i l l he glad to pay our pro r a t a 
share of expenses of handling case as system ma t t e r . " 

Mr. Williams. Ph i l ade lph ia : 
No rep ly rece ived up to 11 a.m. February 13th. 

Mr. flewell, Cleveland: (Squire . Sanders & Dempsey) 
"Your l e t t e r seventh r e Skinner vs . Federal Richmond. Believe 

present s t a t u s of matter does not warrant handling as system case*" 

Mr. Wallace. Richmond: 

"Your telegram r e Skinner case . This hank e n t i r e l y w i l l i n g to 
have case handled as counsel f o r other hanks des i re "but p r e f e r s 
tha t case he handled as system mat te r . " 

Mr. Parker . A t l an t a : 
"Yours February seventh r e f e r r i n g case of Skinner vs . Richmond 

bank. (Stop. ) I do not think decis ion wi l l e n t a i l determination of 
v a l i d i t y and e f f e c t i v e n e s s of l a s t r egu la t ion J . (S top ) .Au thor i ty to 
charge rese rve account of Greenvil le Bank wp.s received when account 
was i n s u f f i c i e n t to pay cash l e t t e r and balance was never s u f f i c i e n t 
up to and a f t e r c los ing . (S top) . . Do not be l ieve t h a t Malloy case can 
be used as au tho r i ty in view of new regu la t ion and while new regu la -
t i o n renders Early case inappl icable even were t h i s not t rue i n s u f -
f i c i e n c y of balanco to pay l e t t e r would a f f o r d ground of d i f f e r e n -
t i a t i o n . (S top . ) Case may involve negligence i n d i r ec t sending but 
t h i s element always present in s imi la r c a se s . (S top . ) Think Receiver 
w i l l wish to remove case and be l ieve reserve bank should j o i n in 
p e t i t i o n f o r removal." " 

Mr. Meyer. Chicago: 
" I t seems r a t h e r d i f f i c u l t from complaint in Skinner v s . Federal 

Reserve Bank of Richmond to determine what p l a i n t i f f w i l l r e l y upon 
to recover . However i t would seem tha t v a l i d i t y of r egu l a t i on J , 
w i l l c e r t a i n l y be involved as defense w i l l neces sa r i ly be p red ica ted 
thereon, | n view of t h i s s i t u a t i o n I am ready to advise Federal 
Reserve Bank of Chicago to have mat ter t r e a t e d as system mat ter i f 
other Federal reserve banks f e e l t h i s should}, be done." 
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Mr. McConkey, S t . Louis : 

"The f i g u r e s furnished, by Wallace do not i n d i c a t e s u f f i c i e n t 
"balances a t any t i n e a f t e r r e c e i p t of s l i p r e f e r r e d to to j u s t i f y 
the making of the charges requested , even under the con ten t ion i n 
the Ea r ly c a s e . ( S t o p . ) Have no doubt as to the v a l i d i t y of regu-
l a t i o n " J " ; n e v e r t h e l e s s when a t t a ched i t "becomes a System ma t t e r 
of utmost importance and i f Wallace d e s i r e s System a s s i s t a n c e i t 
should "be f u r n i s h e d . " 

Ueland and Uoland. Minneapolis} 

No r e p l y up to 11 a.m. February 13th . 

Mr. Leedy. Kansas C i t y : 

"Su i t of Skinner and Company versus Federa l He servo Bank of 
Richmond i n my judgnent should "be handled a s a System mat te r p a r -
t i c u l a r l y in view of sugges t ion of Wallace t h a t he may "be p r e j u d i c e d 
i n cou r t s of h i s d i s t r i c t pad s t a t e by reason of defenses made by 
him i n o t h e r s u i t s . ( S t o p . ) Aside from ques t ion of a p p l i c a t i o n and 
e f f e c t of r e g u l a t i o n J , I consider the case important and of concern 
to a l l o the r r e s e r v e banks by reason of charge t h a t Richmond bank 
knew or should have known t h a t drawee bank Was i n so lven t t ( S t o p . ) 
Also f e e l t h a t every e f f o r t should be made to induce Compt ro l l e r ' s 
o f f i c e to remove case to Federal Court should the re by any d i s p o s i -

' t i o n i n th&t o f f i c e to al low the case to remain i n the s t a t e court* 11 

Locke* Locke. Stroud & Randolph! Dallas! 

"Re your l e t t e r February seventh * We be l i eve cases i d e n t -
i c a l l y s i m i l a r to one mentioned i n Wallace l e t t e r of February 4 th 
have been s u c c e s s f u l l y defended by Counsel f o r m a j o r i t y of r e se rve 
banks wi thout a s s i s t a n c e of ou t s ide counsel . Of course case i s of 
importance to e n t i r e System and i f Wallace f e e l s any embarrassment 
on account of Ear ly case i n making defense we should suggest the 
a d v i s a b i l i t y of employment of ou ts ide Counsel." 

Mr. Agnew. San F ranc i sco : 

No rep ly r ece ived up to 11 a.m. February 13 th . 
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COPY X-6818-d 

February 13, 1931. 

Mr. M. G. Wallace, Counsel, 
Federal Reserve Bank of Richmond, 
Richmond, Vi rg in ia . 

My dear Mr. Wallace: 

Although I have communicated with you by telephone and t e l e -
graph, I wish formal ly to acknowledge r ece ip t of your l e t t e r s of Feb-
ruary 4 and February 10 with re fe rence to the case of W. I , Skinner 
and Company v. Federal Reserve Bank of Richmond and W. P. Wright, Re-
ceiver of the National Bank of Greenvi l le . 

As I wired you l a s t n igh t , Mr. Barse, Counsel to the Comp-
t r o l l e r of the Currency, r e a d i l y agreed with our view t h a t t h i s case 
ou^it to be removed.to the Federal cour t s and has i n s t r u c t e d the r e -
ceiver to have h i s counsel get in touch with you a t once and take prompt 
s teps to remove the case to the Federal cour t . Mr. Barse recognizes 
that the i n t e r e s t s of the Federal Reserve Bank and the Of f i ce of the 
Comptroller of the Currency a re i d e n t i c a l i n so f a r as the quest ions of 
law involved in t h i s case a re concerned and t h a t , i f the case should 
r e s u l t i n a dec is ion in the appe l l a t e cour ts , i t would be a most im-
po r t an t t e s t case f o r the Comptrol ler ' s Of f ice as well as f o r a l l the 
Federal reserve banks. 

This morning, however, Mr. Barse c a l l e d on me again and 
t o l d me t h a t an e f f o r t i s being made to organize a new bank to take over 
the a s se t s and assume the l i a b i l i t i e s of the National Bank of Green-
v i l l e ; and, of course, t h i s p lan contemplates t h a t a l l c r e d i t o r s of the 
National Bank of Greenvi l le would be pa id in f u l l , un les s they volun-
t a r i l y accept some compromise. Mr. Barse s a i d tha t the proponents of 
t h i s p l an a re very conf ident of success and tha t we should know wi th in 
t h i r t y days whether the p lan w i l l be consummated. Of course, i f i t i s 
consummated, Skinner and Company w i l l be pa id and t h e i r s u i t w i l l be 
dismissed. In the meantime, Mr, Barse and I a re agreed tha t i t would 
be advisable to proceed with the removal of the case t o the Federal 
Court and then mark t i n e u n t i l i t i s poss ib le to determine the outcome 
of the p lan to reorganize the bank. -Pending the outcome of the r e -
organiza t ion p lan , I f e e l t h a t no f u r t h e r s teps should be taken to 
employ spec ia l counsel and handle t h i s case as a System case . 

I f , however, the reorganiza t ion p lans should f a i l and 
you should be fo rced to l i t i g a t e t h i s case, I agree with you tha t i t 
ou^txt to be handled as a System case, not only for the reasons s t a t e d 
by you in your l e t t e r s of February 4 and February 10 and i n your t e l e -
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phone conversat ion with ne yesterday, "but a l so because i t appears 
to be f r e e f ror . embarrassing circumstances, would make an unusual-
l y good t e s t case and would f u r n i s h an unusual opportunity to ob-
t a i n a decis ion in the Federal cour ts d i s t ingu ish ing the doctr ine of 
the Ear ly case from the r i g h t s , du t ies and l i a b i l i t i e s of the Federal 
reserve banks under Regulat ion J as amended September 1, 1930. 

As I t o l d you l a s t n ight , there i s considerable d i f f e r ence 
of opinion among counsel f o r the other Federal reserve banks over the 
quest ion whether t h i s case ought to be handled as a System case . For 
your f u r t h e r informat ion i n t h i s connection, I enclose a copy of 
the l e t t e r which I addressed to Counsel f o r a l l Federal reserve banks, 
a meaorandnn giving the t ex t of the r e p l i e s received from Counsel f o r 
the var ious Federal r e se rve banks, and a copy of a l e t t e r which I r e -
ceived from Mr. Parker t h i s morning with re fe rence to t h i s case . 

I s h a l l keep Counsel f o r the other Federal reserve banks 
f u l l y advised of a l l developments; so t h a t , i f the p lans to reorgan-
i z e the bank f a i l and i t becomes necessary to l i t i g a t e t h i s case, i t 
w i l l be poss ib l e to ob ta in prompt ac t ion by a l l Federal reserve banks 
on the ques t ion of employing specia l counsel on a System b a s i s to 
a s s i s t i n the t r i a l of t h i s case . 

With a l l bes t regards , I am 

Cordia l ly yours, 

Walter Wyatt, 
General Counsel, 

Enclosures . 

WW-sad 
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X-6819 

STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve Notes, Ser ies 1928 

January 2 to 31, 1931. 

Total 
| 5 $10 $20 $50 $100 Sheets Amount 

Boston - - 30,000 6,000 - 36,000 $3,328.20 
New York - - - 46,000 — 46,000 4,252.70 
Philadelphia - - - 10,000 10,000 20,000 1,849.00 
Cleveland - - - 33,000 8,000 41,000 3,790.45 
Richmond 132, 000 205,000 99,000 46,000 13,000 495,000 45,762.75 
Atlanta 28, 000 - - 3,000 3,000 34,000 3,143.30 
Chicago - - 12,000 - 12,000 1,109.40 
S t . Louis 131, 000 - 30,000 - - 161,000 14,884.45 
Minneapolis 12, 000 - - - - 12,000 1,109.40 
•Kansas City - 44,000 30,000 3,000 2,000 79,000 7,303.55 
Dallas - - - - - - -

San Francisco 154, 000 58,000 65,000 17,000 9,000 303,000 28,012.35 

457,000 307,000 254,000 176,000 45,000 1,239,000 114,545.55 

1,239,000 shee ts , © $92.45 per M $114,545.55 
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FEDERAL RESERVE BOARD 

STATEMENT FOR THE PRESS 

For immediate Release February 17, 1931, 

The f i r s t and organizat ion meeting of the Federal Advisory Council for 

1931 was he ld on Tuesday, February 17. The members of the Council a r e : 

Federal Reserve D i s t r i c t No. 1, Boston, Herbert K. H a l l e t t 

No. 2 , New York, Robert H. ®reman 

No. 3, Ph i l ade lph ia , Howard A. loeb 

No. 4, Cleveland, J . A. House 

No. 5, Richmond, John Poole 

No. 6, A t l an ta , J . P. Butler; 

No. 7, Chicago, Melvin A. Traylor 

No. 8, S t . Louis, Walter W. Smith 

No. 9, Minneapolis, Geo. H. Pr ince 

1 No. 10, Kansas City, Walter S. McLucas 

No. 11, Dal las , B. A. McKinney 

No. 12, San Francisco, Henry M. Robinson 

B. A. McKinney of Dal las , was r e - e l e c t e d Pres ident and Walter W« Smith 

of S t . Louis, was r e - e l e c t e d Vice P res iden t . These o f f i c e r s as e x - o f f i c i o 

members and Messrs. Loeb, Traylor , Pr ince and McLucas w i l l comprise the Executive 

Committee. Mr. Walter Lichtons te in was appointed Secre tary of the Council. 
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F E D E R A L A D V t S 0 R Y C 0 U IT C I L 

1931 

X-6821 

O f f i c e r s : 

Bi A. McKianey, P res iden t 
Walter 77* Smith, Vice Pres iden t 
Walter L ich tens t e in , Secre ta ry 

Executive Committee; 

B. A. McKinney Howard A. Loeb 
Walter TT. Smith Walter S. McLucas 
George H. Prince Melvin A. Traylor 

M E M B I B S 

D i s t r i c t . 

No. 1 

No. 2 

No. 3 

Ho. 4 

No. 5 

No. 6 

Uo. 7 

Uo. 8 

No. 9 

No. 10 

No. 11 

No. 12 

Herbert K. H a l l e t t 

Robert H. Treman 

Howard A. Loeb 

J . A. House 

John Poole 

J . P. But le r 

Melvin A. Traylor 

Walter W. Smith 

George H. Pr ince 

Walter S, McLucas 
( 

B. A. McKinney 

Henry M. Robinson 

A t l a n t i c National Bank, 
Boston, Massachusetts. 

Tompkins County National Bank, 
I thaca , New York. 

Tradesmens National Bank & Trust Co., 
Ph i lade lph ia , Pa. 

Guard! an Trus t Company, 
Cleveland, Ohio. 

Federal American National Bank, 
Washington, D. C. 

Canal Bank & Trust Company, 
New Orleans, La. 

F i r s t National Bank,; 
Chicago, I l l i n o i s . 

F i r s t Nat ional Bank, 
S t . Louis, Missouri. 

F i r s t N&tional Bank, 
S t . Pau l , Minn. 

Commerce Trust Company, 
Kansas City, Missouri. 

F i r s t na t iona l Bank, 
Dal las , Texas. 

S e c u r i t y - F i r s t ITational Bank, 
Los Angeles, Ca l i fo rn i a . 

Address of Mr. L ich tens t e in , 38 South Dearborn S t r e e t , Chicago, I l l i n o i s 

February 17, 1931. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6822 

February 17, 1931. 

SUBJECT? Holidays during March, 1931. 

Dear S i r : 

On Monday, March 2nd, the Federal Reserve Bank of 
Dallas and i t s Branches a t 31 Paso, Houston and San Antonio, 
w i l l be closed in observance of Texas Independence Day. 

On Wednesday, March 25th, the Baltimore Branch of 
the Federal Reserve Bank of Richmond w i l l be closed i n ob-
servance of Maryland Day. 

On the dates ind ica ted , 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 Settlement Fund or the Federal 
reserve note c l ea r ing . Please include c red 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 holidays with your c r ed i t s f o r the 
fol lowing business day, and make no shipments of Federal r e -
serve no tes , f i t or u n f i t , f o r account of the Federal Reserve 
Bank of Dal las on March 2nd, 

Please n o t i f y branches. 

Very t r u l y yours, 

TO GrOVlRUORS OF ALL F. R. BAMS. 

J . C. Hoel l , 
Ass i s t an t Secretary 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6823 

February 18, 1931. 

SUBJ3CT: Expense, Zfain Line, Leased T i r e System, 
January , 1931. 

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-6823-a and X-6823-1, covering 
i n d e t a i l opera t ions of the main l i n e , Leased Wire 
System, dur ing the month of January , 1951. 

P lease c r e d i t the amount payable by your 
bank i n the genera l account , Treasure r , TJ. S . , on 
your books, and i s sue C/B Form 1, Nat iona l Banks, 
f o r account of " S a l a r i e s and Expenses, Federal He-
se rve Board, Specia l Fund", Leased Wire System, 
sending d u p l i c a t e 6/D to the Federal Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

Enc losu res . 

To Governors of a l l F. R. Banks except Chicago 
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REPORT SHOWING CLASSIFICATION AMD NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL SHSERVE LEASED WIRE SYSTEM FOR THE MONTH OF January, 1931. 

X-»6823~a 

From 

Business 
reported 

"by 
"banks 

Words sent by 
New York charge-
able to other 
F, R. Banks (1) 

Net Federal 
Reserve 
Bank 
"business 

Percent of to ta l 
bank business (*) 

Boston 29,041 2,596 31,637 3-42 
New York 130,056 - 130,056 14.08 
Philadelphia 34,360 1,844 36,204 3 . 9 2 
Cleveland 83,854 2 , 4 7 7 8 6 , 3 3 1 9-35 
Richmond 5 8 , 0 1 6 2,402 6o,4l8 6 . 5 4 
Atlanta 69,154 7,107 7 6 , 2 6 1 8.26 
Chicago 102,690 • 3,106 1 0 5 , 7 9 6 11.45 
St. Louis 81,646 2,075 83,721 9.06 
Minneapolis 35,157 3,250 38,407 4.16 
Kansas City 8 8 , 9 2 6 2,575 91,501 9-91 
Dallas 69,487 1 0 , 4 3 2 79,919 8 . 6 5 
San Francisco 99,258 4,240 103,498 11.20 

f o t a l 8 8 1 , 6 4 5 42,104 923,749 1 0 0 . 0 0 
F R. Board business . . . . . . 299,337 

Treasury Department business Incoming and Outgoing . . . . . . 

Total words transmitted over main l i n e s . . . . . . . . . 

(*) These percentages used: in calculating the pro rata share of leased wire expense as shown 
on the accompanying statement (X- 6823-b). 

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-

1,223,086 

77,426 

1,300,512 
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HBPUtil ui1 JSXmitite MAIS LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM, JANUARY, 1931. 

X-6823-b 

Pro Rata Payable to 
Share of Federal 

Operators ' Operators ' Wire Total Total Reserve 
game of Bank Salar ies Overtime Rental Tocoenses Bxoenses Credi t s Board 

Boston $ 260.00 $ - $ - $ 260.00 # 751.66 $ 260.00 $ 491-66 
New York 1,129-14 - - 1,129.1% 3,094.54 1,129.14 ' l , 9 0 » 4 o 
Pniladelohia 225-00 - - 225.00 861.55 225.00 636.55 
Cleveland 306.66 - - 3 0 6 . 6 6 2 , 0 5 4 . 9 7 3 0 6 . 6 6 1,748*31 
Richmond 190.00 - 230.00(&) 420.00 1,437.38 420.00 1 , 0 1 7 0 8 
A f c I a n t ^ 270.00 - - 270.00 1,815.40 270.00 1,545,40 

- $ $ 2 6 0 . 0 0 1 I 751-66 $ 2 6 0 . 0 0 $ 
- - 1 , 1 2 9 . 1 4 3,094.54 1.129.14" 
- - 2 2 5 . 0 0 861.55 2 2 5 . 0 0 
- — 3 0 6 . 6 6 2,054.97 3 0 6 . 6 6 
- 2 3 0 . 0 0 ( 6 ) 420.00 1,437.38 420.00 
- - 2 7 0 . 0 0 1,815.40 2 7 0 . 0 0 

3 . 0 0 3,678.89 2,516.51 3,578.89 
1 . 0 0 — 1 9 6 . 0 0 1.991.23 1 9 6 . 0 0 

— - 2 0 0 . 0 0 914.29 200.00 
- 2 8 7 . 5 0 2 , 1 7 8 . 0 5 2 8 7 . 5 0 
— — 2 5 1 . 0 0 1,901.12 2 5 1 . 0 0 

— 380.00 2,461.57 380.00 
- 1 5 , 7 6 5 . 3 9 15,765.39 -

Chicago 3.675.89(#) 3.00 - 3,678.89 2 , 5 1 6 . 5 1 3,678.89 1,1$2.38(*) 
St. L$ais 1 9 5 . 0 0 1 . 0 0 - 1 9 6 . 0 0 1,991.23 1 9 6 . O O 1,795,23 
liinoeapplis 200.00- - - 200.00 914.29 200.00 714.29 
lessee# City 287.50 - - 287-50 2 , 1 7 8 . 0 5 2 8 7 . 5 0 1 , 8 9 0 . 5 5 

2 5 1 . 0 0 - - 2 5 1 . 0 0 1 , 9 0 1 . 1 2 2 5 1 . 0 0 1 , 6 5 0 , 1 2 
Se» Weacisco 38O.OO - - 380.00 2,461.57 38O.OO 2,081.57* 
Federal Reserve Board ~~ ' 

Total $ 7,370.19 $ 4.00 $ 15,995-39 $ 23,369.58 $ 21,978.27 $ 7,604.19$ 15,536.46 
1,391.31(a) 1.162.18(b) 

$ 21,978-27 $ 14,374.08 

(&) Main Line rental , Richmond-Washington. 
(#) Includes sa lar ies of Washington operators. 
(*) Credit. 
(a) Received $ 1,391-31 from Treasury Department covering business for the month of January, 1931. 
(b) Amount reimbursable to Chicago. 

m ZD 
C 
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Mo. 178. 

1 . 
"f. ** îyVl >,• t 

2 

X-S827 

FIFTH DISTRICT. 

SUPREME COUHT OF NORTH CAROLINA 

Spring Term, 1931. 

********************************* 

FEDERAL RESERVE BAIIK Of RICHMOND, VIRGINIA, 
a tanking corporat ion, 

v. 

G. S . ATTMOSE, t rading as NEUSE MOTOR COM-
PANY and G. S. ATTMORB, i nd iv idua l l y . 

********************************** 

' i O E X 

Complaint — — 1 
Answer — — 4 
Exhibi t A 20 
Exhibi t B — 26 
Exhibi t C —: — 26 
Notice 27 
Order of Small, J . — — 28 
Order of Small, J . — 28 
Motion -—•——-—— — — 29 
Order of Small, J . -—-—-—— 31 
Appeal Ent r ies —— 34 
Exception —— 34 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 
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X-6827 

Ho. 178k FIFTH DISTRICT. 

SUPREME COURT OF NORTH CAROLINA 

Spring Term, 1931. 

**************************************************************** 

FEDERAL H3SERVE BANK OF RICHMOND, VIRGINIA, 
a banking corporat ion, 

• 6 . S. ATTMOHE, t rading as EBtJSB MOTOR.COM-
PANY and G. S. ATTM033, i n d i v i d u a l l y . 

****************** ********************************************** 

Before SMALL, J . , Jan . 27, 1931 - - Craven Superior Court -
Defendant Appealed. 

**************************************************************** 
SUMMOHS dated September 9 , 1930, appears in o r i g i n a l t r a n s c r i p t . ************************ ************* *************************** 

COMPLAINT 
The p l a i n t i f f , complaining of the defendants , a l l e g e s : 
1 . That the p l a i n t i f f i s a banking corporat ion duly c rea ted 

and ex i s t i ng under and by v i r t u e of the banking laws of the United 
S t a t e s of America, with p r i n c i p a l o f f i c e s in the City of Richmond, 
Va., and the defendants a re r e s iden t s of Craven County, North 
Carol ina. 

2 . That as p l a i n t i f f i s informed and be l i eves , the defendant , 
(}. S. Attmore, i s the Mole owner of the Neuse Motor Company, and i s 
conducting a genera l automobile business in the City of New Bern, 
sa id County and S t a t e , and t rading under the f i rm name of Neuse 
Motor Company and as such i s engaged i n the sa l e of Chevrolet au to-
mobiles and other motor driven cars and trucks and p a r t s and equip-
ment. 

3 . That on September 28, 1929, the sa id defendant , G> S. A t t -
more, t rading as Neuse Motor Company, f o r value received, executed 
and de l ivered h i s promissory note fo r the sum of $5,000.00, and i n 
words and f i g u r e s , as fol lows, to -wi t : 

"New Bern, M. C., 
No. Sept . 28, 1929. 

Oct, 29, 1929, a f t e r date we promise to pay to the order of 
Ourselves Five Thousand Dol lars , $5,000.00. 
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"Negotiable and payable a t the f i r s t Rational Bank, Hew Bern, 
'ST. C./, ? i t h i n t e r e s t a f t e r matur i ty , and we, the makers and endors-
e r s , hereby agree to continue and remain bound f o r the payment of 
t h i s note and a l l i n t e r e s t thereon, notwithstanding any f a i l u r e 
and omission to p r o t e s t th is note for non-payment-, or to give not ice 
of non-payment or dishonor or p r o t e s t or to ;nake presentment or de-
mand f o r payment, expressly waiving any -protest and a l l not ice of 
non-payaent or dishonor or p r o t e s t in any form, or any presentment 
or demand f o r payment, or any not ice whatsoever. 

For value received. 
liEUSE MOTOR CO. (SEAL) 
By G. S. Attmore, 

Due: Manager (SSA1)" 
Par tner 

4. That t h e r e a f t e r , on or about September 28, 1929, the sa id 
defendant, G, S. Attmore, t rading as Neuse Llotor Company, f%r value 
received, endorsed, t r ans fe r red and assigned unto the 51 r a t iTation-
a l lank of Ufew Bern the sa id promissory note and the 51 r e t National 
Bank of Hew Bern became the holder of sa id note in due course and 
for value, 

5. That t h e r e a f t e r , on or about September 28, 1929, the F i r s t 
. rat ional Bank of IJew Bern,for valuable considerat ion, t r an s f e r r ed 
and oss i ned the sa id note to the p l a i n t i f f and the p l a i n t i f f there-
by became the holder of sa id note in due course and f o r value and 
i s now the owner and holder of said note in due course and fo r value. 

6. That on October 8, 1929, the defendant, G. S. Attmore, t rad-
ing as Heuse Motor Company,, f o r value received, executed and de-
l i ve red to the F i r s t National Bank of Hew Bern h i s promissory note 
i n the sum of $2,000.00 and in "rords and f igures as fol lows, to -wi t : 

"New Bern, U. C., 
Ho. 08065. Oct. 8, 1939. 

Thir ty days a f t e r date we promise to pay to the order of the 
F i r s t na t ional Bank, Hew Bern, 3L C., Two Thousand Dollars 
($2,000,00). 

Negotiable and payable a t the F i r s t National Bank, 2Tew Bern, 
H. C., with i n t e r e s t a f t e r matur i ty . And we, the makers and en-
dorsers , hereby agree to continue and remain bound fo r the pay-
ment of th i s note and a l l i n t e r e s t thereon, notwithstanding any 
f a i l u r e and omission to p ro t e s t t h i s note fo r non-payment, or to 
give not ice of non-payment or dishonor or p r o t e s t or to make p r e -
sentment or demand fo r payment, expressly waiving any p r o t e s t and 
a l l no t i ce of non-payment or dishonor or p r o t e s t in any form, or 
any presentment or demand f o r payaent, or any not ice whatsoever, 

For value received. • 
ig&USS MOTOE C0MPA.TY (SEAL) 
By G. S. Attmore, 

Manager (SEAL) 
New Bern, N. C.,, Pa r tne r , 

Due No.v.7." 
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7. That a t the time of the execution and. de l ivery of s a id 
note as a f o r e s a i d by the defendant , G. S. Attmore, t rading as Ileuse 
Motor Company, the de fend^ , t , G. S. Attmore, 3^d&vidually, endorsed 
sa id note and tnereby bec&A l i a b l e thereon as sucn endorser and 
guaranteed the payment of same. 

8. That t h e r e a f t e r , on dr about October 8, 1929, the s a id 
F i r s t National Bank of Hew Bern, f o r valuable cons idera t ion , endors-
ed, t r a n s f e r r e d and,as signed the said note to the p l a i n t i f f and 
p l a i n t i f f thereby became tho holder of sa id note in due course and 
f o r value and i s now tho ormer and holder of sa id note in due course 
and f o r va lue . 

2 . That the sa id notes a re pa s t due and unpaid and demands 
have 'been made upon the. defendants and oatih of them f o r payment 
but the defendants have f a i l e d and re fused to make payment; of s a id 
notes or e i t h e r of thorn or any par t thereof or the i n t e r e s t accrued 
thereon and do s t i l l f a i l and r e f u s e to spake payment of sa id no t e s . 

10. That tho defendants are due and owing the p l a i n t i f f the 
f u l l sum of $7,000.00 T l th i n t e r e s t on #5,000.00 from October 29, 
1929, u n t i l p a i d , and i n t e r e s t on $2,000.00 from November 7 , 1929, 
u n t i l pa id . 

I7HE3EFQRE, p l a i n t i f f demands judgment aga ins t the defendants,, 
and each of. thorn* j o i n t l y and seve ra l ly ; 

1 . In the f u l l sum of $7,000.00, with i n t e r e s t on $5,000.00 
from October 29, 1929, u n t i l p a i d , and i n t e r e s t on $2,000.00 from 
November 7, 1929, u n t i l pa id . 

2 . For cos ts of t h i s ac t ion and such other end f u r t h e r gener-
a l r e l i e f as u l a i n t i f f may be e n t i t l e d to recover . 

W. Ht LEE, . • , 
Attorney f o r P l a i n t i f f . 

(Ver i f i ed ) , 
(9— 6— 30) i 

ANSWER 
The defendant* answering the complaint^ says : . , 
1 . Al lega t ion one i s uenied; save i t i s admitted tha t the de-

fendant , G. S* Attmore, i s #, r e s iden t of Graven County* Horth Caro-
l i n a ; a t a l l times here in mentioned. I t i s denied tha t p l a i n t i f f 
i s a Banking Corporation. I t i s admitted, however, t h a t the e f f o r t 
has been made by the p l a i n t i f f to pe rve r t t h i s Federal Be serve Bank, 
c rea t ion of the Democratic Administrat ion, and to abrogate, des t roy 
and d is regard the benef icen t and "d,se purposes and l l a d i a t i o n s of 
the c rea t ion , as s e t f o r th i n the t i t l e of an a c t , to -wi t : "An Act 
to provide f o r the establishment of Federal Reserve Banks, to f u r -
n i sh e l a s t i c currency, to a f f o r d a means of rediscount ing commercial 
paper , to e s t a b l i s h a more e f f e c t i v e supervis ion of banking in the 
United S ta tes and f o r other purposes." (Federal Beserve Act, Dec-
ember 23, 1913), 
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2 . In answer to a l l ega t i on 2, t h i s defendant admits t ha t he 
i s the sole owner of the keusre Motor Company; t h a t the same i s a 
t rade name, duly r e g i s t e r e d , as provided by law of the Sta te of 
nor th Carolina; and tha t he i s engaged in the sa le of the Chevrolet 
automobile and the exercise of the f ranch i se of the Chevrolet Motor 
Conpany. 

3 . Al lega t ion 5 i s denied. I t i s e s p e c i a l l y denied t h a t the 
paper wr i t ing descr ibed i n the a l l e g a t i o n was executed or de l ive red 
f o r va lue . 

4 . Al lega t ion 4 i s denied; and i t i s e s p e c i a l l y denied t h a t 
the defendant , G-. S. Attmore, f o r value received, endorsed, e t c . , 
and t h a t the F i r s t Rational Bank of Hew Bern became the ho lde r , 
e t c . , in due course and f o r va lue . 

5 . Al lega t ion 5 i s denied; and t h i s defendant demands t h a t 
the p l a i n t i f f produce the sec re t wr i t t en agreements and con t rac t s 
which i t compelled the insolvent F i r s t National Bank of Hew Bern to 
execute to i t r e l evan t to marginal c o l l a t e r a l ; and to the papers 
r e f e r r e d to in the complaint; tha t the p l a i n t i f f be required to 
s e t f o r t h the f a c t s i n d e t a i l concerning i t s possess ion of the 
paper wr i t ing descr ibed i n a l l e g a t i o n 3 of the complaint. The 
t r u t h of the mat ters and things s e t f o r t h i n a l l e g a t i o n 5 i s he r e in -
a f t e r s t a t e d , upon the information and b e l i e f of t h i s defendant . 

6. Al lega t ion 6 i s admit ted. 
7 . Al lega t ion 7 i s admitted. 
8. In answer to a l l e g a t i o n 8, the a l l e g a t i o n i s denied; and 

t h i s defendant demands tha t the p l a i n t i f f produce the s e c r e t w r i t - . 
ten agreements and contracts which i t compelled the insolvent F i r s t 
Nat iona l Bank of Hew Bern to execute to i t r e levan t to marginal co l -
l a t e r a l ; tha t the p l a i n t i f f be required to s e t f o r t h the f a c t s i n 
d e t a i l concerning i t s possession of the paper wr i t ing descr ibed i n 
a l l e g a t i o n 3 of the complaint. The t r u t h of the matters and things 
s e t f o r t h i n a l l e g a t i o n 8 i s h e r e i n a f t e r s t a t e d , upon the informa-
t i o n and b e l i e f of t h i s defendant . 

9. In answer to a l l e g a t i o n 9, i t i s admitted tha t the matur i ty 
dates of the paper wr i t ings r e f e r r e d to in a l l e g a t i o n 3 and a l l e g a -
t i on 6 have passed; and i t i s admitted t h a t t h i s defendant has not 
pa id to the p l a j n t i f f ei ther the sum of $5000 or the sum of $2000• 
Al l other mat ters and things a l l eged in t h i s a l l e g a t i o n are denied; 
save i t i s admitted tha t t h i s defendant r e fu se s to make, payment to 
the p l a i n t i f f as demanded i n the complaint. 

10. Al lega t ion 10 i s denied. 

The defendant , FURTHER PLEADING TO THE COMPLAINT, avers : 
That the F i r s t Nat ional Bank of Hew Bern, being inso lven t , was 
p laced i n the hands of Raymond E. Schumacher, Receiver, appointed 
by the Comptroller of the Currency, f o r the purpose of l i q u i d a t i o n , 
and the National Bank of New Bern, being in so lven t , appointed a 
l iqu ida t ing^agen t , to -wi t , W. W. G r i f f i n . That Schumacher, Receiver , 
i s a proper' and necessary pa r ty and should be brought in to Court and 
permi t t ed to p lead to the a f f i r m a t i v e defense and c ross -p lea s e t up 
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by the defendant , and t h i s defendant now so moves* 

FOE FURTHER AiTSTIER JUlE DlSZTSS A1ID AS A 00inTiT3HClIAIM, : de-
fendant s a y s : -

1. That the p l a i n t i f f should sue under i t s proper t i t l e , 
which i s "Federal Reserve Bank of Richmond, Ya. ," see sec t ion 325, 
chapter 5, t i t l e 12, United S ta tes Code Annotated, and as such 
only has power to sue (sec t ion 341, chapter 3, e t c . ) ; and i t i s 
not a banking corpora t ion , hut i s a Federal Reserve Bank, c rea ted , 
e x i s t i n g and organized under Chapter 3, t i t l e 12, United S ta tes 
Code Annotated, the Act of December 23, 1913, under t i t l e , "Fed-
e r a l Reserve Act ," ( sec t ion 226, chspter 3, e t c . ) : and possesses 
such powers only as "by sa id ac t a re permit ted to i t and as a re 
enumerated under sec t ions 341 to 331, i nc lus ive , chapter 3, above 
mentioned. 

2. That on the 18th day of August, 1928, and p r i o r t h e r e t o , 
the na t iona l Bank of 2Tew Berne was, as sutih, a going concern, and 
a "member bank" of the Federal Reserve. Bank of Richmond, t h i s 
p l a i n t i f f , agreeable to sec t ions 281 and 282, chapter 3 a f o r e s a i d ; 
and a t sa id date and ti/ne, and a t a l l times t h e r e a f t e r , up to and 
including the 19th day of March, 1929, the value of the shares of 
the c a p i t a l s tock of the sa id Federal Reserve Bank Richmond., 
omed by the sa id The National Bank of New Berne, under s e c t i o n 
287, Chapter 3 of the ac t a f o r e s a i d , was in value i n excess of the 
sum of $7500.00. That p r i o r to the 19th day of March, 1929, the 
value of s a i a s tock became ava i l ab le in cash, ( sec t ion 288, chapter 
3 afoi esaid) f o r app l i ca t ion to the indebtedness of the sa id n a t i o n -
a l Bank to the p l a i n t i f f . 

That on the 18th day of August, 1928, up to and inc lua ing the 
19th day of March, 1929, the s a id The na t iona l Bank of Hew Berne had 
a, deposi t with the p l a i n t i f f of a stun in excess of $7500, ( s e c t i o n s 
461 and 462, chapter 3 a f o r e s a i d ) . 

3 . That p r i o r ttjj 1920, there was i n exis tence in New Bern, 
no r th Carolina, the Peoples Bank,a s t a t e corporat ion, a member of 
the p l a i n t i f f Federal Beserve Bank. That sa id bank was l a r g e l y 
indebted to the P l a i n t i f f , and, because of the requirements appl ied 
by the p l a i n t i f f , unable to p roper ly func t ion . That p l a i n t i f f , in 
i t s j 3 x e r c i s e of power a r rogan t ly assumed, caused the National Bank 
of ..:ew .cerne to absorb the "aid Peoples Bank and to assume i t s 
oo l iga t i ons. 

That the National Bank of ITew Berne became inso lven t , and such 
f a c t became known to the p l a i n t i f f , and the p l a i n t i f f , i n f a c t and 
i n law, then knew the Hati onal Back of ITew Berne to be inso lven t 
( s ec t i on 481, ciiaptejr 3 a f o r e s a i d ) . And the sa id The National Bank 
of 'f.en Berne continued inso lven t on through the 18th of August, 1928, 
and through the 20th day of1 March, 1929, and such f a c t continued to 
be known to the p l a i n t i f f , and with the f u l l knowledge of the p l a i n t i f f 
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4.. That on the 20th day of March, 1929, the F i r s t Nat iona l 
Bank of Hew Berne was organized and put i n t o ex i s t ence , frith a l l of 
the component and surrounding f a c t s and circumstances and cond i t i ons , 
he re inbe fo re se t ou t , f u l l y known to the p l a i n t i f f ; and, as t h i s de-
fendant i s adv i sed , informed and 'believes and so ave r s , took over 
c e r t a i n of the a s s e t s of the s a i d The n a t i o n a l Bank of Hew Berne and 
assumed a l l of the l i a b i l i t i e s of the n a t i o n a l Bank of ITew Be m e , 
save the c a p i t a l s t o c k . That the c a p i t a l and su rp lus of the s a i d 
F i r s t Fa t i ona l Bank was provided, as t h i s defendant i s adv ised , i n -
formed and b e l i e v e s , i l l e g a l l y and in f raud from the County of 
Craven and from the p u b l i c funds of the County of Craven, which 
s a i d f a c t was f u l l y known a t the time, and p r i o r t h e r e t o , to the 
p l a i n t i f f , and every d e t a i l , a s , a f o r e s a i d , f u l l y known to s a i d 
p l a i n t i f f . 

That s a i d F i r s t n a t i o n a l Bank of ITew Bern, i n March, 1929, be -
came a member bank and a s tockholder and owned s tock in. the Federal 
Reserve Bank of Richmond, of the then and now value i n excess of 
$7500, which same ?as owned s u b j e c t to the p rov i s i ons Of s a i d chapter 
3 of the ac t a f o r e s a i d ; and, in a d d i t i o n t h e r e t o , i t mainta ined i t s 
r e s e r v e balance wi th the s a id p l a i n t i f f i n excess of the sum of 
$7500, as by s e c t i o n 462 i t was r equ i red to do. 

5 . That, as t h i s defendant i s advised, informed and v e r i l y 
b e l i e v e s , the s a i d F i r s t Hatioss.1 Bank of ITew Berne was, a t the 
time of i t s c r e a t i o n , i n s o l v e n t , and i t s condi t ion of inso lvency 
cont inued from the 20th day of March, 1929, t o the 26th day of Oct-
ober , 1929, when i t ceased to f u n c t i o n . 

That the l a s t pub l i shed s ta tement of the s a i d inso lven t The 
n a t i o n a l Bank of Hew Berne, showing i t s condi t ion as of December 
31, lb28, i s i n round f i g u r e s as s e t f o r t h i n Exhib i t B h e r e t o 
a t t a c h e d ; and the f i r s t s ta tement of the sa id F i r s t Rat ional Bank 
of rew Bern, as of March 27, 1829, i s as s e t f o r t h i n Exh ib i t 0 
h e r e t o a t t a c h e d . That Exhib i t A he re to a t t ached has r e f e r e n c e , i h 
paragraph 1 (c) to- the same choses i n a c t i o n inc luded under the 
f i r s t i tem of the f i r s t s ta tement of the F i r s t ITational Bank, 
l o a n s and Discounts , and the same i tem, Exhib i t 3 , l a s t s ta tement 
of t h e .National Bank of Bow 'Bern, wi th the except ion only of those 
choscs in a c t i o n withdrawn as i n s o l v e n t under the d i r e c t i o n of the 
examiners , and grouped as c o l l a t e r a l t o the note of the Nat ional 
Bank of Hew Berne to the F i r s t ITational Bank, r e f e r r e d t o i n a l l e g e s 
ti.on 3, page 1, a l l e g a t i o n 3, page 2, and e lsewhere , of the con t r ac t 
between the s a i d two bahk%, which con t rac t i s Exh ib i t A. he re to 
a t t a c h e d . And the p l a i n t i f f , a t t he time t h e r e o f , was f u l l y adve r t en t 
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sa id .The Nat ional Sank oxTfew Berne executed ana en t e red i n t o a 
paper w r i t i n g , h e r e t o a t t ached and marked Exhib i t "A", which same 
was kept s e c r e t and did not ob ta in p u b l i c knowledge u n t i l about 
A p r i l , 1C30, a l l as defendant i s advised , informed and b e l i e v e s . 
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to the f a c t s h e r e i n s t a t e d , and the sa id $250,000.00 note wi th the 
c o l l a t e r a l t h e r e t o a t t ached , was u t t e r l y i n so lven t and, under no •. 
cond i t i ons , worth more th#%_ the sum of $20,00.%*QQ or some such 
small amount, and the e-amo has never been c o l l e c t e d and can never 
"be c o l l e c t e d , as t h i s defendant i s adv ised , informed and "believes. 

3. That, as he re i ; i be fu r# s e t f o r t h , s&id Peoples Bank was a 
:member of the Federal Seserve Bank, and, as such, was f u l l y and 
r e g u l a r l y and c a r e f u l l y examined and a l l knowledge der ived there f rom 
h e l d "by the. p l a i n t i f f . That* as a f o r e s a i d , the p l a i n t i f f r e q u i r e d 
and br ought ab out the amlgamabion of the two banks, to-wi t , Peoples 
Bank and the Uati onal Batik of ITsx-: Berne. 

That about 1927 or 1828, the Nat ional Bank of ITew Berne was 
r e q u i r e d to make good $225,000 worth of l o s s e s , and the same " a s 
done "by the use of $225,000.00 of the money of Graven County. 

That a t or about t h a t t ime, p l a i n t i f f , dominating sa id bank, 
n o t i f i e d the o f f i c i a l s of the s a id bank tha t i t des i r ed the bank to 
employ Mr. Hugh p . Deal to take charge of s a i d Bsnk, and n e g o t i a -
t i ons were thereupon entered i n t o wi th the sa id Mr. Hugh p . , S e a l , 
then one of the bank examiners of the p l a i n t i f f . 

That a t t ha t t ime Mr. Beal accepted a p o s i t i o n with a member , 
bank i n E l i zabe th Ci ty , and remained with i t about 5 months, or 
u n t i l i t c losed; bu t thereupon, a t the in s t ance of the p l a i n t i f f , 
came to ITew Berne and examined each and every of the a s s e t s of the 
Nat iona l Bank: of Hew Berne. That, a t the time of s a id examination, 
t he r e ~as i n the sa id bank, as a p a r t of i t s cu r ren t a s s e t s , a 

. l a r g e p a r t of the a s s e t s acqui red from the Peoples Bank above men-
t i o n e d , which the sa id r e p r e s e n t a t i v e of the p l a i n t i f f had a l r e a d y 
i n v e s t i g a t e d while examining the Peoples Bank and b r ing ing about 
the amalgamation a fo resa id* 

That Lir. Beal became the v i c e - p r e s i d e n t of the s a i d Na t iona l 
Bank, under the mandate of the p l a i n t i f f , and remained wi th the 
s a i d bank f o r a pe r iod of about 6 months. 

That on or about the 7th day of March, 1929, t he r e was de-
p o s i t e d i n the 7th n a t i o n a l City Bank, under the cont ro l of the 
s a i d Beal , to tne account of The n a t i o n a l Bank of Hew Berne, the 
sum of $200,000, proceeds from the s a l e of an i s s u e of $600,000, 
Craven County Hptes , which said, notes were i s s u e d un l awfu l ly by the 
Commissioners of Craven County, under a s p e c i a l Act of the L e g i s l a -
t u r e , a l l done unlawful ly* That from sa id $200,000, $180,000 t h e r e -

, of was p l aced , under the o rde r s , d i r e c t i o n and management of t he 
s a i d Beal , i n the P l a n t e r s Bank of Richmond; and, t h e r e a f t e r , on 
or about the 18th , 19th or 20th of March, in the Federal Reserve 
Bank of Richmond, a l l by and under the d i r e c t i o n and con t ro l of 
the s a i d Beal , by means known to the p l a i n t i f f , bu t unknown to 
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t h i s defendant ; 

That an or about the 19th or 20th of March, the Comptroller 
of the Currency l i c e n s e d , and therecame i n t o ex i s t ence a Nat iona l 
Bank t o be opera ted by the City of Hew Bern, which opened i t s doors 
on the 20th of March, under Federal char te r ITo. 13298, in r e s e rve 
d i s t r i c t No. 5 , t h a t i s , d i s t r i c t of the Federal Reserve Bank of 
Richmond. That t he sa id Hugh P. Seal was the v i c e - p r e s i d e n t and 
execu t ive o f f i c e r of the s a i d bank, who had organized and c r ea t ed 
the 1 same, under the advice and counsel of t he p l a i n t i f f and of the 
Comptroller of the Currency, as t h i s defendant i s advised and i n -
formed and v e r i l y b e l i e v e s . 

That on or about the 19th of 20th day of March, 1929, the s a i d 
sum was p laced to the c r e d i t of the F i r s t Nat iona l Bank of New Bern 
as i t s pa id i n c a p i t a l s tock and s u r p l u s . 

That, i n a d d i t i o n t h e r e t o , another sum of $50,000, or $80,000, 
or some such amount, was l i kewi se , i n some sinfLlar manner, handled 
and made a v a i l a b l e f o r the use of the sa id F i r s t Nat ional Bank, 
through the agency above mentioned* 

That p a p e r w r i t i n g , Exhib i t A, was then made and executed, copy 
the ro f f i l e d wi th the p l a i n t i f f , and a t a l l times h e r e i n mentioned 
i n the records of the p l a i n t i f f , inc luding the e x h i b i t s r e f e r r e d to 
i n s a i d paper w r i t i n g . 

That a t a l l tjanes he re in mentioned the s a i d The Nat ional Bank 
of ITew Berne was i n s o l v e n t , and i t s condi t ion f u l l y repor ted t o 
and f u l l y known by the p l a i n t i f f . That a l l of i t s a s s e t s were, 
from time t o t ime, appra i sed , and the value thereof determined, 
and in format ion and r e p o r t provided to the p l a i n t i f f . 

That, p r i o r t o the sa id 20th of March, 1929, p l a i n t i f f had 
mainta ined , a t New Bern, it® agent and r e p r e s e n t a t i v e , to whom 
i t sen t i tems f o r c o l l e c t i o n i n cash across the counter of s a i d 
the Nat ional Bank of New Berne. 

7. That on the sa id 20th of March, 1929, the s a id a s s e t s of 
the Nat ional Bank of Few Berne became the a s s e t s of the new Nat ion-
a l Bank, t ha t i s to say, the F i r s t Nat ional Bank of New Bern. That 
the county money, above menti med, obtained un l awfu l ly and through 
f r a u d , never became the p rope r ty of the F i r s t Nat ional Bank of New 
Berne, bu t always remained the p rope r ty of the County of Craven, 
and the sa id F i r s t n a t i o n a l Bank of New Bern, w i th a l l these ma t t e r s 
and th ings f u l l y known to the p l a i n t i f f , was i n so lven t when i t 
opened on the 20th day of March, 1929, and continued and remained 
i n s o l v e n t throughout i t s shor t c a r e e r , t h a t i s , to the 26th day 
of October, 1929, when i t c losed . 
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That un lawfu l ly , contrary to the power granted to the p l a i n t i f f , 
wholly u l t r a v i r e s and i n f raud upon the depos i tors and c r e d i t o r s 
of the na t iona l Bank of Hew Borne and the F i r s t na t iona l Bank, of 
2Tex? Lern, p l a i n t i f f held in i t s possession some pSOO.OOO or $700,000, 
face value of the a s se t s of the sa id t*70 na t iona l Banks a t a l l 
times here in mentioned, including the paper wr i t ings r e f e r r e d to i n 
a l l e g a t i o n s 3 and 6 of the complaint. That, from i t s very beginning, 
twelve of i t s c r e d i t o r s , in eliding the p l a i n t i f f , held about S4$ of 
a l l of i t s a s s e t s to cover about 34$ of the t o t a l general l i a b i l i t y 
of the sa id new ITational Bank, leaving about 33$ of the a s s e t s , 
composed of the " l e f t overs ," which sa id " l e f t overs ," as t h i s 
defendant i s advised, informed and be l i eves , a re and were of 
p r a c t i c a l l y no e a r t h l y va lue . 

That t h i s defendant i s advised, informed and bel ieves tha t 
the Receiver appointed by the Comptroller of the Currency, under 
the advice and guidance of the Comptroller of the Currency, and 
vrith the knowledge and consent of the p l a i n t i f f , has brought 
a c t i o n s to reduce to possession a l l of the sa id 64$ of a s s e t s , 
save prime $600,000 or $700,000, chosen and c a r e f u l l y se l ec t ed 
by the p l a i n t i f f , and, as to those , sa id r ece ive r has conveniently 
s e l e c t e d and designated ce r t a in thereof for use f o r the purposes; 
f i r s t , of embarrassment to the community and, second, the d e s t r u c -
t i on of the bus iness l i f e of the community. 

That under the law, p l a i n t i f f can ne i the r hold nor own the 
asse t s ' above mentioned, but i s l imi ted by the provis ions of Chapter 
3, T i t l e 13, U. S. 0. A. That in law, p l a i n t i f f ought to be r e -
quired to account to R. E. Schumacher, Receiver of the F i r s t Nation-
a l Bank of Hew Bern, fo r a l l of the a s se t s of sa id bank in i t s 
hands and to account to W. W. G r i f f i n , Liquidat ing Agent, f o r a l l 
of the a s se t s of the Batiimal Bank of Hew Berne, and e spec i a l l y 
should be requi red to account to the county of Craven for the four 
hundred twenty-f ive odd thousand d o l l a r s of i t s moneys un lawfu l ly , 
f r a u d u l e n t l y , had and obtained. 

That the deb t , i f any debt there was, owed by the F i r s t n a t i o n -
a l Bank of Hew Bern to the p l a i n t i f f , on the 26th of October, 1929, 
was $208,000, more or l e s s . That sa id indebtedness , p l a i n t i f f has 
undertaken to represen t as $208,000 of the rece ivables of sa id F i r s t 
n a t i o n a l Bank, discounted, m t h $400,000 to $500,000 of the b i l l s r e -
ceivable of sa id bank as marginal c o l l a t e r a l , under some s o r t of 
w r i t t e n agreement. 

8. That on the 18th day of August, 1929, t h i s defendant execut-
ed a -paper w r i t i n g as fol lows, to -wi t t 
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:iTo. 63732 New Bern, N. C. Aug. 18, 1928. 
NI2TBTY DA.YS a f t e r date we promise to psy...4»- the order of 
Ourselves a t the na t iona l Bank of Hew Berne, f i v e 
Thousand Dol lars ($5,000.00) with i n t e r e s t a f t e r matur i ty ; 
and we, the makers and endorsers he reof , hereby agree to 
continue arid remain bouM fo r the paj&Bat of t h i s note and 
a l l i n t e r e s t thereon, notwithstanding any extension of time 
granted to the p r i n c i p a l , and notwithstanding any f a i l u r e 
or omission to p r o t e s t t h i s note f o r nonpayment or to give 
not ice of nonpayment or dishonor or p r o t e s t or to make a 
presentment or demand f o r payment, express ly waiving any 
p r o t e s t and any and a l l no t ice of any extension of time 
or of nonpayment or dishonor or p r o t e s t in any form, or any 
presentment or demand f o r payment, or any no t ice whatsoever. 
For value rece ived . 
Due 11—16—28. 

NEOSE MOTOR CO. 
By Gr. S. ATTMORE, P a r t n e r . 

and de l ive red the same to the above mentioned The Rational Bank of 
Hew Bera^,and a t the time no considerat ion passed from s a i l the 
Rat ional Bank of Hew Berne to t h i s defendant , and the same was 
wholly an accomodation ob l iga t ion . 

That such f a c t ?as known t o the p l a i n t i f f , the p l a i n t i f f be -
ing i n law chargeable with such knowledge i n view of the p rov i s ions 
of chapter 3 here inbefore r e f e r r e d to , and i n view, e s p e c i a l l y , of 
s ec t ions 481, 483 and 484, and of i t s examinations made and super-* 
v i s i o n exerc i sed . 

That the p l a i n t i f f had caused an examination of the s a i d The 
Nat ional Bank of New Berne to be made sho r t l y a f t e r August 18th, 
1928, and a t severa l i n t e r v a l s t h e r e a f t e r , and from a proper exam-
i n a t i o n i t was oound to appear tha t no thing of value passed from 
the sa id The National Bank of New Berne to th i s defendant , a l l , as 
t h i s defendant i s advised, informed and b e l i e v e s . 

That i n sa id t r ansac t ion the sa id The National Bank of New 
Berne vas and became the agent of the p l a i n t i f f , sa id paper wr i t i ng 
bear ing i t s endorsements across i t s back as foilowe 

11 The National Bank of New Berne, New Bern, if, C. Nov. 
Rengr/od. pay to the order of any bank or banker or pay 
to 26451 order of Federal Reserve 4gont Federal Reserve 
Bank of Richmond, 
Pay to the order of Federal Reserve Bank of Richmond, 
Va. Sep. 1, 1928, Demand, no t ice and p r o t e s t waived 
National Bank of New Bern, W. J . Caroon Cashier. 
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Pay to t h e o r d e r o f F e d e r a l R e s e r v e B a n k o f B i chmond 
f o r c o l l e c t i o n f o r t h e a c c o u n t o f F e d e r a l R e s e r v e A g e n t . 
Sep. 4, 1928." 

That, t h e r e a f t e r , on Sucembor 13, 1928, the sa id accomodation 
note r a s '.renewed, i n equivalent -*ords, form, f i g u r e s , and v.ith the 
endorsements "by the p l a i n t i f f ' a n d "by the ai'ent of the p l a i n t i f f i n 
the i d e n t i c a l or equivalent words, form and f i g u r e s . 

That t h e r e a f t e r , on January 4, 1929, the s a id accomodation 
note ras renewed, in equivalent " ords, form, f i gu re s and wi th the 
endorsements by the p l a i n t i f f and by the agent of the p l a i n t i f f i n 
the i d e n t i c a l or equivalent words, form and f i g u r e s . 

That t h e r e a f t e r , on February 4, 1929, the sa id accomodation 
note -as renewed, in equivalent "ords , form, f i g u r e s and ' i t h the 
endorsements by the p l a i n t i f f and by the agent of the p l a i n t i f f i n 
the i d e n t i c a l or equivalent words, form and f i g u r e s . 

9 . That s a id The na t iona l Bank of New Berne and the p l a i n t i f f 
Federal F.eserve Ban!*, and the F i r s t na t iona l Bank of Hew Bern wrong-
f u l l y converted and undertook by t h e i r co l lus ive a c t s ? and e s p e c i a l l y 
by paper wr i t ing 2xh ib i t A here to a t tached, to convert the same; and 
the p l a i n t i f f then held the same as t r u s t e e , by v i r t u e of the wrong, 
f o r t h i s defendant . 

That sa id accomodation instrument was i n the ac tua l possession 
of the p l a i n t i f f , held as here inbefore se t f o r t h , wrongfully and 
i l l e g a l l y , and with knowledge of i t s conversion and with knowledge 
of the matters and things here inbefore averred, contrary to the 
power of p l a i n t i f f , a l l as defendant i s advisad and be l i eves . 

10. That qn June 1, 1929, the sa id accomodation note was r e -
newed, in equivalent words, form, f igure# and wi th the endorsements 
by the p l a i n t i f f and by the agent of the p l a i n t i f f in the i d e n t i c a l 
or equivalent words, form and f igures* 

That on Ju ly 1 , 1 -0 , trie paid accomodation note was renewed, 
i n equivalent words, form, f igu res and with the endorsements by the 
p l a i n t i f f and by the agent of the p l a i n t i f f in the i d e n t i c a l or ' -
equivalent words, form and f i g u r e s . 

That on Ju ly 30, 1929, the sa id accomodation note was renewed, 
i n equivalent words, form, f igu res and with the endorsements by the 
p l a i n t i f f and by the agent of the p l a i n t i f f in the i d e n t i c a l or 
equivalent worus, form and f i g u r e s . 

That on August 30th, 1929, the sa id accomodation note was r e -
newed, i n equivalent words, form, f i g u r e s , and r i t h the endorsements 
by the p l a i n t i f f and by the agent of the p l a i n t i f f in the i d e n t i c a l 
or equivalent words, form and f i g u r e s . 
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That on September Zr th , 1929, the sa id accomodation note was 
renewed, in equivalent words, form, f i g u r e s , and with the endorse* 
ments by the p l a i n t i f i and o r the agent of the p l a i n t i f f i n 1 

the i d e n t i c a l or equivalent words, forms and f i g d r e s . 

That each and every of %he foregoing instruments a re and were 
renewal accomodations. That t h i s defendant i s not indebted to the 
p l a i n t i f f on account thereof in any sum. 

11. That the paper wr i t ing described in a l l e g a t i o n 6 i s the 
ob l iga t ion of t h i s defendant , and represents an ac tua l loan made 
to t h i s defendant , but the sa id paper wr i t ing i s not the p roper ty 
of the p l a i n t i f f , nor i s the p l a i n t i f f the holder thereof in due 
course. That t h i s defendant had on deposi t wi th the F i r s t Nat ional 
Bank of lies? Bern, a t the time i t closed i t s doors, the sum of 
$1,585.62, and t h i s defendant i s e n t i t l e d to apply i t s sa id de-
p o s i t as an o f f s e t and has o f f e red to pay to the Receiver of the 
F i r s t Rat ional Bank of New .".em the d i f f e r e n c e between tho amount 
of sa id deposi t and the amount of sa id demand, tha t the same has 
been r e fused . Defendant now s tands ready, able and w i l l i n g to pay, 
and here tenders and p r o f f e r s to pay, the s a i d i n s a t i s f a c t i o n of 
s a id demand. (?) 

That t h i s defendant i s advised, informed and be l ieves t h a t 
s a id note was i n the ac tua l possession of sa id F i r s t na t iona l Bank 
of New Bern and i s now i n the possess ion of B. 3 . Schumacher, 
Receiver of the F i r s t National Bank of New Bern, and bears u n r e -
s t r i c t e d endorsement. 

12. This defendant i s advised, informed and bel ieves and so 
ave r s , tha t the p l a i n t i f f nas not paid value or any sum whatever 
f o r e i t h e r of the notes described in the complaint. 

13. That i f the p l a i n t i f f ?as the holder of sa id note or of 
t h a t paper descr ibed in a l l e g a t i o n 3 on the 23th day of October, 
1929, then t h i s defendant avers tha t the same v?as held under and 
upon terms ind condi t ions s e t f o r t h in a wr i t t en instrument , the 
product ion whereof i s demanded, and a t the time the p l a i n t i f f had 
i n i t s possession funds of the F i r s t National Bank in excess of 
$7,500, and the s a id F i r s t National Bank a t tne time was a s tock -
holder j holding s tock in the p l a i n t i f f in excess of the amount of 
$7,500. That the defendant had on deposi t wi th , and the F i r s t 
Nat ional Bank was indebted to the defendant in the sum of $1,585*62. 
Then th i s defendant i s e n t i t l e d to be subrogated to the r i g h t s of 
the F i r s t Nat ional Bank of Now Bern in and to and agains t s a i d fond 
and the value- of sa id s tock and i s e n t i t l e d to have sa id depos i t 
app l ied as a s e t o f f upon the sa id note . 

14. That t h i s defendant i s e n t i t l e d : 
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1. To have the p l a i n t i f f surrender to R. E. Schumacher and/ 
or T7. W, G r i f f i n , Receiver ah|. l i q u i d a t i n g Agent, r e s p e c t i v e l y , 
of t h e F i r s t Nat ional Bank of "Hew Bern and T]?.e. National Bank of New 
Berne, a l l of the a s s e t s i n i t s hands or possess ion , the p roper ty 
of the F i r s t National Bank of New Bern and the National Bank of New 
Berne; 

Second; To e l e c t , designate and poin t out such p a r t , a t face 
va lue , of s a id p roper ty and choses i n ac t ion as i s equal to the i n -
debtedness e x i s t i n g by sa id F i r s t National Bank of New Bern and the 
former indebtedness of the National Bank of New Berne to the sa id 
p l a i n t i f f and to r e tu rn and r e s t o r e to the sa id Schumacher and the 
sa id G r i f f i n a l l the excess of choses i n ac t ion a fo resa id ; i nc lud -
ing items descr ibed i n complaint* 

Third: To have the paper wr i t ings descr ibed i n a l l e g a t i o n s 3 
and 6 re turned and re s to red , and the paper wr i t i ng described i n 
a l l e g a t i o n 3 surrendered back to th i s defendant , and the paper rait-
ing described i n a l l e g a t i o n 6 c red i t ed with t h i s de fendan t ' s depos i t , 
and, Upon the payment of the debt , surrendered up to t h i s defendants 

Fourth; To have s a id R. E. Schumacher, Receiver, c o l l e c t f o r 
the p ropor t iona te use and b e n e f i t of t h i s defendant a l l such choses 
i n ac t ion so he ld by the p l a i n t i f f to ?hich i t i s i n law not en-
t i t l e d , .and. which i t i s undertaking and at tempting to convert , 
cont rary to law, contrary to the Act, chapter 3 , here inbefore r e f e r -
red t o , and con t ra ry to good morals. 

. F i f t h ; To have a p p o i n t e d by t h i s Court some f i t , competent, 
d i s c r e e t and d i s i n t e r e s t e d person to have and rece ive and hold and 
c o l l e c t and preserve a l l the s a id $600,000 or $700,000 of a s s e t s , 
under appointment as a Receiver of t h i s Court, pending the orders 
of t h i s Court i n the d i spos i t ion of th i s cause by t h i s Court, to 
the e n d tha t the judgment of t h i s Court be made e f f e c t i v e . 

WHEREFORE, t h i s defendant prays tha t p l a i n t i f f take nothing 
on account of the $5000 note described in the complaint: t h a t the 
same be surrendered up to t h i s Court and marked n u l l and void* 
That the p l a i n t i f f be required and d i rec ted to surrender the 
$2,000 note descr ibed in the complaint to R. E. Schumacher, R e -
ce ive r , and tha t the same be c red i t ed in the sum of $1585.62, as 
of the 26th day of October, 1929. That a copy., of t h i s answer be 
served upon R. S. Schumacher, rece iver of the F i r s t National Bank 
of New Bern, and tha t sa id Receiver be required to e l e c t to make 
himself p a r t y defendant or required to answer the a f f i r m a t i v e matter 
s e t up by t h i s defendant; and f o r such general and f u r t h e r r e l i e f 
as defendant may be e n t i t l e d . That the p l a i n t i f f be requi red to 
show cause be fore His Honor, Small, Judge, a t New Bern, on October 
4 t h , 1930# a t 10 61 clock A. M., or such time t h e r e a f t e r as counsel 
may be heard, why the paper wr i t ing described i n the complaint 
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should not be impounded, i n the court ; and ~hy a competent and f i t 
person should not be ^ % ) i n t e d by th i s Courj^jty. have possess ion o f , 
c o l l e c t and preserve tfi8 choses in ac t ion de fe r red to in the 
f u r t h e r answer of the defendant . . That p l a i n t i f f be required to p ro-
duce the fol lowing documents and wr i t ings t o - w i t : -

1 . Deta i led repor t of the examination of the peoples Bank of 
Ken Barn, made and f i l e d with the p l a i n t i f f j u s t p r i o r to i t s ab-
so rp t ion by the National Bank of Hew Berne. 

2 . A d e t a i l e d repor t of the examination of The Rational Bank 
made immediately before and immediately a f t e r the absorpt ion of the 
Peoples Bank. 

3 . Each d e t a i l e d repor t of the National Bank of Hew Berne there -
a f t e r . 

4 . The f i r s t and a l l d e t a i l e d r epo r t s of examination of the 
F i r s t na t iona l Bank of Hew Bern. 

5 . The s p e c i a l r epor t of examination, showing the use by the 
s a i d bank of the pub l i c funds of Craven County. 

I • : ; •' - : 
j o, Jhe w r i t t e n documentary information and r epo r t s from the 

Comptroller of the Currency, from the severa l examiners concerning 
the®organization of the F i r s t National Bank of ITew Bern, having 
e s p e c i a l r e f e rence to : 

j : / 
(a) The capi ta l , and surp lus fund and i t s source; 
(y) The a s s e t s ; 
tc) The l i a b i l i t i e s ; 
(&) The choses i n ac t ion of the National Bank of Hew 

Berne in the possess ion o<T the p l a i n t i f f on the 19th day of March, 
1939; 

, (e) j!ha choses in ac t ion remaining in hand on the" 21st day of 
March, 158®, 

/ W. B. R. GUJON, 
i Attorney f o r Defendant. 
\ (Ve r i f i ed Sept . 25, 1950). 

EXHIBIT ""A". . 

THIS C017T3LA.CT, made and entered i n t o t h i s 19th day of March, , 
A. D. 1929, by and between the na t iona l Bank of New Berne, New Bern, 
N« C., a na t i ona l banking a s soc i a t i on having i t s p r i n c i p a l p lace of 
bus iness in the City of New Betn, N. C., h e r e i n a f t e r c a l l ed the F i r s t 
Bank, p a r t y of the f i r s t / p a r t , and the F i r s t Nat ional Bank of New 
Bern, New Bern, IT. C., a n a t i onal banking as a v i a t i o n having i t s 
p r i n c i p a l p lace of business i n the sa id City of New Bern, h e r e i n a f t e r 
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c a l l e d th6 Second Baiikj p&Hy ttj" the second p a r t , r r i tnesseth: 

WHEREAS, the cap i t a l stock of the F i r s t Bank i s impaired and 
such bank i s in an embarrassed condi t ion, and, 

WH2EEAS, the Second Bank has o f fe red to assume and pay a l l 
l i a b i l i t i e s to depos i tors of the F i r s t Bank, in considera t ion of 
the t r a n s f e r by the F i r s t Bank to the Second Bask of ce r t a in a s s e t s 
s e l e c t e d by the l a t t e r , cons i s t ing of Dollars (*1 . 

$1,920,756.08) worth 
of a s s e t s , and f o r the f u r t h e r considerat ion of the i s sue and de-
l i v e r y by the F i r s t Bank to the Second Bank of i t s promissory note 
payable on demand f o r an amount s u f f i c i e n t to cover the d i f f e r e n c e 
between the a s s e t s as shown by the books of the F i r s t Bank and a s s e t s 
as s e l ec t ed and accepted by the Second Bank amounting to Dollars 

f250,000.00 as above s t a t e d , l e s s the amount of the c a p i t a l , p r o f i t s 
and "reserves of the F i r s t Bank a t the time of the t r a n s f e r , the pay-
ment of such promissory note to be secured by the pledge of a l l the 
a s s e t s of the F i r s t Bank not t r a n s f e r r e d to the Second Bank; 

NOW THEREFORE THIS AGREEMENT WITNESSETH: That p a r t i e s he re to , 
i n considera t ion of the premises and of One Dollar by each of the 
p a r t i e s here to to the other in hand pa id , and r e c e i p t thereof i s 
hereby acknowledged, do agree as fo l lows : -

1 . The F i r s t Bank does hereby g ran t , barga in , s e l l , a s s ign , 
t r a n s f e r and s e t over unto the Second Bank and i t s successors and 
ass igns the fol lowing proper ty of the F i r s t Bank: 

(a) The Banking House and r e a l e s t a t e s i t u a t e i n the City of 
Hew Bern, North Carolina, together v/ith a l l f i x t u r e s , appurtenances, 
equipment, v a u l t s , o f f i c e f u r n i t u r e and suppl ies now contained i n 
s a i d banking house, or elsewhere. 

(b) Al l o ther r ea l e s t a t e s i t ua t ed i n Craven, Jones, Car tere t 
and Pamlico Counties. • 

(c) All B i l l s rece ivab le , no tes , b i l l s of exchange, d r a f t s and 
other evidences of indebtedness, a l l bonds, s e c u r i t i e s , judgments, 
claims and chases i n ac t ion , a l l cash on hand and due from banks, 
cash items and revenue stamps, a l l r i g h t , t i t l e and i n t e r e s t i n and 
to the s tock i n the Federal Reserve Bank of Richmond, Va., and ac-
crued dividends thereon, and a l l ove rd ra f t s . 

2 . The F i r s t Bank agrees to execute and de l ive r to the Second 
Bank a good and s u f f i c i e n t deed to sa id r e a l e s t a t e and a l s o a l l 
proper assignments, conveyances, b i l l s of s a l e , assurances and a l l 
o ther instruments and documents vrhich may a t any time and from time 
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to time be necessary or deB^r&ble to t r a n s f e r the t i t l e of sa id 
p rope r ty to and e f f e c t u a l l y ves t the same in the Second Bank. 

3 . The F i r s t Bank agrees to execute and d e l i v e r to the Second 
Bank i t s promissory note payable on demand a t s i x per cent i n t e r e s t 
f o r an amount equal to the d i f f e r e n c e between the a s se t s of the 
F i r s t Bank as shown by i t s books and the a s s e t s as accepted by the 
Second Bank of — D o l l a r s &&($250,000.00) l e s s the amount of 
c a p i t a l p r o f i t s and reserves of the F i r s t Bank, these amounts are 
not abso lu te and may be changed. 

4 . The F i r s t Bank does hereby g ran t , ba rga in , s e l l , convey, 
a s s ign , t r a n s f e r and s e t over unto the Second Bank a l l of the a s s e t s 
s e t out in Exhibi t A, a t tached here to , aggregating —• Dol lars #4 
($1,926,856.08) and the F i r s t Bank f u r t h e r g r a n t s , bargains , s e l l s , 
conveys, a s s i g n s , t r a n s f e r s and s e t s over unto the Second Bank a l l 
o the r a s se t s of s a id bank, including i t s f u r n i t u r e , f i x t u r e s , equip-
ment , a l l items chaxged to p r o f i t and l o s s , a l l other notes of every 
d e s c r i p t i o n , choses i n ac t ion , judgments, deeds of t r u s t s , claims 
and l e a s e s , as c o l l a t e r a l s e c u r i t y f o r sa id note of — Dollars — 
#5 ($250,000.00) he re to fo re mentioned to be given by the F i r s t Bank 
to the Second Bank. The p a r t i e s hereto agree t h a t the sa id a s s e t s 
so held as c o l l a t e r a l by the Second Bank s h a l l be co l lec ted and con-
ver ted by sa id bank in to money a t such time and i n such manner and 
f o r such cons idera t ion as the Second Bank s h a l l deem b e s t , and the 
proceeds of such co l l ec t i on s h a l l be appl ied by the Second Bank t o -
wards the payment of the note a f o r e s a i d . 

The F i r s t Bank f u r t h e r agrees tha t i t , from time to t ime, on 
demand of the Second Bank, execute and de l iver to the Second Bank 
a l l necessary assignments, t r a n s f e r s , deeds and instruments which 
may be necessary or des i rab le to more f u l l y e f f e c t the t r a n s f e r 
of s a i d a s s e t s to the Second Bank and the proper co l l ec t ion t h e r e -
o f . The Second Bank agrees to keep accurate books of account show*-
ing a l l t r ansac t i ons in respec t to the co l l ec t i on of the a s s e t s of 
the F i r s t Bank, and i t i s understood by the Second Bank tha t i t w i l l 
c o l l e c t a l l a s s e t s of the F i r s t Bank, with the l e a s t expense p o s s i b l e , 
but sha l l be allowed a reasonable charge fo r any costs tha t may be 
expended to pay a t t o r n e y ' s fees and necessary c o s t s . 

5 . The Second Bank agrees t h a t i t w i l l proceed to c o l l e c t and 
l i q u i d a t e the notes and other a s s e t s de l ivered to i t as c o l l a t e r a l 
s e c u r i t y i n such manner and f o r such p r i c e s a s , i n the judgment of 
the Second Bank, w i l l be fo r the bes t i n t e r e s t of both banks, and 
a f t e r a l l of s a id notes and a s s e t s have been co l lec ted or l i q u i d a t e d , 
the Second Bank agrees tha t i f the aggregate amount received the re -
from s h a l l exceed the aggregate amount of the note of the F i r s t 
Bank and a l l l ega l expenses and cos t s , i t w i l l pay over the balance 
to the s tockholders of the F i r s t Bank, i n accordance with t h e i r 
r e spec t ive r i g h t s and i n t e r e s t s , but i t i s understood and agreed by 
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the p a r t i e s of t h i s bgreemtent ihfet* the Second Bank s h a l l have the 
r i g h t a t any and a l l times ckttlng a per iod of three years from date 
of execution of t h i s agreement to s u b s t i t u t e f o r any a s s e t s Which 
a re granted, barga ined; #()ld, conveyed, ass igned, t r a n s f e r r e d or se t 
over unto the Second Bank of any of the notes or other a s s e t s de~ 
l i v e r e d to i t as c o l l a t e r a l s e c u r i t y f o r the payments of the note 
of — — Dol lars - #6 ($250,000.00) described he re in a t face value 
or wi th i n t e r e s t ad jus ted to the date on which i n t e r e s t has been paid 
on the i tem f o r which i t i s s u b s t i t u t e d , or to s u b s t i t u t e cash r e -
ceived i n l i q u i d a t i o n of any of t h e . c o l l a t e r a l s ecu r i t y to the 
above mentioned note f o r any items sold to the s a i d Second Bank* 

6. The Second Bank hereby assumes and agrees to pay a l l l i a b i l -
i t i e s fo r the F i r s t Bank which appear on the general ledger s t a t e -
ment of the F i r s t Bank as of close of business of March 19th, 1929, 
with the exception of the stockholders l i a b i l i t y of the F i r s t Bank 
under the law, which i s not assumed, a copy of which i s tie r e to 
a t t ached and marked Exhibi t B and made a p a r t hereof# The Second 
Bank does not assume or agree to pay l i a b i l i t i e s of the s tockhold-
e r s of the F i r s t Bank. 

7« I t i s a l s o understood tha t the Second Bank assumes none of 
the running expenses or l i a b i l i t i e s of the F i r s t Bank beyond March 
19th, 1929, except those employees i t may decide to take over. 

8 . I t i s understood and agreed tha t a l l moneys received by 
the F i r s t Bank from any source s h a l l be appl ied on i t s note a f o r e -
s a i d i ssued to the Second Bank u n t i l the same i s pa id . 

9 . Al l ins t ruments required to be given by e i t h e r bank in 
order to ca r ry out the terms, condit ions and covenants of t h i s 
agreement s h a l l be executed and de l ivered by the p res iden t and 
cashier of each bank unless t h e i r respec t ive Boards of Di rec tors 
s h a l l otherwise d i r e c t . 

IN TESTIMONY WHEREOF the p a r t i e s here to have caused these 
p resen t s to be s igned by i t s P re s iden t s , a t t e s t e d by i t s Cashiers , 
and i t s corporate seals a f f i x e d , in dup l i ca t e , on the day and year 
f i r s t here inbefore w r i t t e n . 

THE JATI0KAL BAH OF HEW BEEN, 
NEW BEEN, N. C., 

(SEAL) By: W. W. G r i f f i n , Pres . 
ATTEST: 

W. J . Caroon, Cashier. 
FIRST HATI0NAL BANK, 
(SEAL) By: J . V. Blades. 

ATTEST: 
W. J . Caroon, Cashier. 
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STATE OF 2TCMH CAEOLIITA, 
C0U1TTY OF CEAVE1T: s s . 

On the 20th day of Mar oh, 1929, before me, persona l ly came 
W. W« G r i f f i n , to me known, who, being "by me duly sworn," did de-
pose and say? That he res ides in the City of Hew Bern, t ha t he 
i s Pres ident of The na t i ona l Bank of Hew Berne, of Hew Bern, IT. G., 
the corpora t ion descr ibed i n and which executed the above instrument; 
t h a t he knows the sea l of the said corporat ion; t ha t the s e a l 
a f f i x e d to the s a i d instrument i s such corporate s e a l ; t ha t i t 
was so a f f i x e d by order of the Board of Di rec tors of sa id corpora t ion 
and t h a t he signed h i s name the re to by l i k e order*. 

LIZZIJ: Mc&OHAIT, 
(SEAL). no tary Pub l i c . 

STATE OF NCBTH CABQLIHA, 
COUHtY OF pRAVEH: s s . 

On the 20th day of March, 1929, be fo re me, personal ly came 
J . V. Blades to me known, who being by «e duly sworn, did depose 
and say; That he res ides i n the City of Hew Bern, tha t he i s 
p r e s iden t of the F i r s t National Bank of Hew Bern, N. 0 . , the co r -
po ra t ion descr ibed i n , and which executed the above instrument; 
t ha t he knows the sea l of the sa id corporat ion; t h a t i t was a f -
f ixed by order of the Board of Directors of sa id corporat ion and 
tha t he signed h i s name there to by l i k e order# That seal a f f i x -
ed to said i n - LIZZIE McGOWAH, 
strument i s such cor- Hotary Publ ic . 
po ra t e s e a l . 
(SISAL). 

My com. exp i res : 10-23-130. 

NORTH CAROLINA, 
JffiAW COmiTT: s s . 

The foregoing c e r t i f i c a t e s of Lizzie McGowan, a Notary Publ ic 
of Craven County, are adjudged to be co r r ec t . 

Let the instrument vith the c e r t i f i c a t e , be r e g i s t e r e d . 

Witness my hand, t h i s 19th day of February, 1930. 

. L. E. LANCASTER, 

Clerk Superior Court. 
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Fi led f o r r e g i s t r a t i o n a t 10:50 o 'c lock A. M., February 19, 

J . S. HtibLAED, 
R e g i s t e r o f D e e d s . 

BXHIBIT B 

Loans $ 2,220,115.53 
Overdraf ts 1,417.01 
U. S. Bonds 28,000.00 
'J. C. Bonds 17,000.00' 
Stotic Federal Reserve 9,000.00 
Banking House 75,000.00 
Duo from United S t a t e s 1,250.00 
Cash and Tue from Banks 176,207.56 
Other 877.00 

$ 2,528,858.00 

LIABILITIES: 
Capi ta l Stock 250,000.00 
Surplus • 56,454.00 
Dividends 75.00 
Circula t ion : ' 24,550.00 
B i l l s Bediscounted 155,283.00 
Ind iv idua l Deposits 1,929,228.00 
Due to State Banks 28,968.00 
luo to Banks 84,209.00 

o 
o 

$ 2,528,868.00 

EXHIBIT C 
Charter $fb. 132S8 Reserve D i s t r i c t 17o. 5 

Report of Condition of The F i r s t 
National.^Bank of Hew Bern 

I n the S ta te of Iforth Carolina, a t the close of "business on March 
2 7 , 1 9 2 9 . T 

B250URCJS . 
loans and discounts $ 1,909,255.60 
Overdraf ts 1,477.04 
U. S. Gov. s e c u r i t i e s owned 28,000.00 
Other "bonds, stocks and s e c u r i t i e s owned 54,900.00 
Banking house, $55,000.00:; Furn i ture and 

f i x t u r e s , $10,000.00 75,000.00 
Reserve with Federal Reserve Bank 59,109.60 
Cash and due from "ba.iks 146,404.02 
Outside checks and other cash items • 7,550.24 
Redemption fund wi th TJ. S. Treas. and due from 

TJ. 3, Treasurer 1.250.00 
Total — — — — — $ 2,282 ,046.50 
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$ 150.000.00 
30,000.00 

1,192.55 

38,324.89 
25,000.00 

104,420.47 
514,327.07 

1,245,371.92 
173,409.60 

$ 2,283,046.50 

S EATS OF NORTH CAROLINA, 
c o m m OF CRAVEN; 88. 

I , W. J . Caroon, Cashier of the above named hank, do solemnly 
swear tha t the above statement i s t rue to the bes t of my knowledge 
and b e l i e f . . 

W. J . CAROCN, Cashier. 
Correst - A t t e s t : 

C. W. HODGES 
J . V. BLADES 
W. F. DOWDY 
T. W. GRIFFIN 
F. H. WHITTY 
HUGH P. BEAL, 

Di rec to rs . 
Sworn and subscribed to before 
me t h i s 2nd day of Apr i l , 1929. 

THOMAS J . MITCHELL, 
Notary Publ ic . 

My com. exp. March 11-31. 

N O T I C E 
To G. S. Attmore, t rading as Neuse Motor Company, and G. S, 

Attmore, i n d i v i d u a l l y , defendant , or W. B. R. Guion, h i s a t t o rney : 
Take n o t i c e , t ha t p l a i n t i f f i n the above e n t i t l e d ac t ion w i l l 

make motion be fo re His Honor, Walter L. Small, Judge, holding Oct, 
Term, 1930, Craven Superior Court, on Friday, the 10th day of Oct-
ober , 1930, a t 2 P. M., to s t r i k e ce r t a in paragraphs and a l l e g a t i o n s 
from the answer f i l e d i n th is ac t ion and w i l l f u r t h e r move f o r judg-
ment aga ins t the defendant as demanded in the complaint, on the 
ground s e t f o r t h i n sa id motion, a copy of sa id motion being herewith 
served. 

FEDERAL RESERVE BAM OF RICHMOND, 
P l a i n t i f f . 

W. H. LEE,„Atty. f o r P l a i n t i f f . 
Service accepted, 

t h i s 6th day of Oct. 1930. 
W. B. R. GUION, 

At ty . f o r Defendant. 

LIABILITIES: 
Capi ta l s tock pa id i n 
Surplus 
Undivided p r o f i t s - ne t 
Reserves for i n t e r e s t , taxes , and other 

expenses accrued and unpaid 
Ci rcu la t ing notes outstanding 
Due to banks, inc luding c e r t i f i e d and 

c a s h i e r ' s checks outstanding 
Demand deposi ts 
Time depos i t s 
B i l l s payable and rediscounts 
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This cause coming on to "be heard, before His Honor, Small, 
Judge, a t the October Term, 1930, Craven Superior Court, upon 
motion of p l a i n t i f f to s t r i k e ce r t a in a l l e g a t i o n s and paragraphs 
from the answer f i l e d by the defendant . 

JLad upon hear ing arguments by W. H. Lee and M. G. Wallace, 
counsel f o r p l a i n t i f f , and ¥» B. R. Guion, counsel f o r defendant , 
the court des i r e s to f u r t h e r consider the pleadings and motion f i l e d : 

I t i s , thereupon, ordered t h a t hearing on the motion be con-* 
t inued to the November Term, 1930, Craven Superior Court, a t which 
time a t to rneys f o r p l a i n t i f f and defendant may be heard. 

This the 10th day of October, 1930. 
;7ALT3R L. SMALL, 

Judge Superior Court. 

0 1 1 O 

This cause coming on to be heard and being heard before His 
. Honor, Walter L. Small, Judge Pres id ing , (HOVUMBER TEEM, 1930), on 

motion of the defendants to make R. E. Schumacher, Receiver of the 
F i r s t National Bank of Hew Bern, a pa r ty ; and i t appearing to the 
Court tha t sa id R. E. Schumacher i s a proper p a r t y to the f u l l 
determinat ion of the mat ters in controversy; 

IT IS NOW THEREFORE ORDERED tha t R. E. Schumacher, Receiver of 
the F i r s t National Bank, be served with a copy of the complaint and 
of the answers and of t h i s order; tha t he be permit ted wi th in ten 
days from the date of se rv ice to make himself p a r t y p l a i n t i f f ; t ha t 
i f wi thin ten days from the date of sa id se rv ice sa id R. E. Schu-
macher, Receiver , f a i l s to come in and make himself a p a r t y p l a i n -
t i f f summons be i s sued and the sa id R. E. Schumacher be made a 
p a r t y defendant . 

Defendants f u r t h e r moving the court f o r leave to amend answer; 
motion i s allowed and defendants a re granted t h i r t y days i n which 
to amend answer; t h a t p l a i n t i f f , Federal Reserve Bank and R. E. 
Schumacher, Receiver ,be allowed t h i r t y days t h e r e a f t e r i n which to 
f i l e p leadings i n which they may r e spec t ive ly be advised, 

WALTER L. SMALL, 
Judge Pres id ing . 

APPEAL ENTRIES* ' 

To the foregoing order p l a i n t i f f excepts and appeals to the 
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Supreme Court* Appeal "bond i lxed a t $50.00. P l a i n t i f f allowed 30 
days to serve case on appeal; defendant allowed 30 days to f i l e ex-
cept ions and counter-case , no t i ce given in open court and no t i ce 
rece ived . 

17. B. S. Qui on. 
SMAIIi, Judge . 

# 

MOTION BY PMIITIFF TO STRIKE 3R0M THE 
AIISIM MB FURTHER AHSWER MD AUiB&ED 
COOHTSR-GLAIM OF DBEE3WT FILED III THIS 

ACTION; 

"Before His Honor, Walter Xi. Small, Judge, a t October Term, 1930, 
Craven Superior Court: 

TO THE COURT: 

P l a i n t i f f he re in , under provis ions of C. S. 53%, begs leave 
to f i l e i t s motion i n t h i s cause to s t r i k e c e r t a i n a l l e g a t i o n s and 
paragraphs from the answer and f u r t h e r answer and a l leged counter-
claim upon the grounds and f a r the reasons here in a l l eged , as 
fo l lows: 

1 . P l a i n t i f f moves to s t r i k e paragraph one from de fendan t ' s 
answer on the ground tha t Same i s i r r e l e v a n t , immaterial , ambiguous, 
imper t inent and f r i v o l o u s , and does not contain a s p e c i f i c admission 
or denia l and i s i ncons i s t en t wi th paragraph one of the a f f i r m a t i v e 
defense . 

2 . P l a i n t i f f moves to s t r i k e out the a l l e g a t i o n s i n the f i f t h 
and e ighth paragraphs of the answer, except the s p e c i f i c den ia l s 
t he r e in , on the ground tha t s a id a l l e g a t i o n s , o ther than the s p e c i f i c 
d e n i a l s , are i r r e l e v a n t , redundant, i n f e r e n t i a l and imper t inent . 

3 . P l a i n t i f f moves to s t r i k e out the defendant ' s f u r t h e r p l e a 
and paragraphs 1, 2 , 3 , 4 , 5, 6, 7, 8, 9, 10, 11, 12, 13, and 14, 
and each and every section* and sub-paragraph t h e r e o f , of the f u r t h e r 
answer and a l l eged a f f i r m a t i v e defense and counter-claim on the 
ground tha t the same, and each and every t he reo f , a re i r r e l e v a n t and 
redundant, and repugnant, impert inent and f r i v o l o u s . 

P l a i n t i f f f u r t h e r moves to s t r i k e out s a id paragraphs ahd 
a l l e g a t i o n s from the answer and a l l of the f u r t h e r answer and 
a l l eged f u r t h e r defense , fo r t h a t : 

1 . Said a l l e g a t i o n s are i r r e l e v a n t and immaterial to the 
cause of ac t ion a l l eged i n the complaint. 
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2 . That the reading of sa id i r r e l e v a n t and immaterial 
a l l e g a t i o n s a t the t r i a l and in the presence of the jury would be 
h igh ly p re J u d i c i a l to the p l a i n t i f f . 

3 . That the presence of s a id a l l ega t ions i n the answer would 
render admissible a t the t r i a l evidence not p e r t i n e n t to the i s sues 
which w i l l be determinat ive of the r i gh t s and l i a b i l i t i e s of the 
p a r t i e s to t h i s a c t i o n . 

P l a i n t i f f f u r t h e r makes motion to the Court f o r judgment 
aga ins t the defendant as demanded in the complaint on tiie ground 
t h a t the answer f i l e d by the defendant i s f r i v o l o u s and imper t in-
ent and p l a i n t i f f i s , t h e r e f o r e , e n t i t l e d to the r e l i e f demanded 
on the -pleadings. 

IXSSBAL EiSEHTE BASE OF RICHMOND 
P l a i n t i f f . 

S. H. LBS, A t t y . f o r P l a i n t i f f . 

S B D E E 

This cause coming on to be heard before His Honor Small, Judge, 
upon the wr i t t en motion of p l a i n t i f f to s t r i k e out c e r t a i n a l l e g a t i o n s 
and paragraphs of the answer and f u r t h e r answer and counter-claim 
f i l e d by the defendant and upon the grounds s t a t e d in the motion, 
and being heard by argument and b r i e f s of counsel f o r both p l a i n t i f f 
and defendant , and the Court, of i t s own motion, having continued 
s a id hearing and reserved i t s f ind ings and dec is ion in order to 
f u r t h e r consider the pleadings and the numerous questions r a i s e d 
and involved. 

And the Court being of the opinion tha t the motion of p l a i n t i f f 
should be allowed: 

I t i s , thereupon, considered, ordered and adjudged by the Court 
t ha t ce r t a in a l l e g a t i o n s and paragraphs of the answer and f u r t h e r 
ansvrer and defense and counter-claim be, and the same are hereby 
s t r i c k e n out and as fol lows, to -wi t ; 

1 . That paragraph 1 of the answer be s t r i cken out a f t e r the 
word "corporat ion" i n l i n e three and commencing with the word " i t " 
i n l i n e three and including the word "purposes" i n l i n e t en , so 
t h a t the sa id p a r a g r a p h , a f t e r so s t r i cken , w i l l read as fo l lows; 
"Al legat ion 1 i s denied; save i t i s admitted t n a t the defendant , 
Gr, S . Attmore, i s a r es iden t of Craven County, ITorth Carolina, a t 
a l l times he re in mentioned. I t i s denied tha t p l a i n t i f f i s a bank-
ing corpora t ion . (Federal Heserve Act, Dec. 23, 1913)", 

2 . That paragraph f i v e of the answer be s t r i c k e n out a f t e r 
the word "denied" i n l i n e one and commencing wi th the word "and" 
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i n l i n e one and inc luding the word 11 complaint" i n l i n e s i x , so 
t h a t the sa id paragraph* a f i e f s6 s t r i c k e n , wi l l read as fo l lows: 
"Allegat ion 5 i s denied; the t r u t h of the matters ahd things s e t 
f o r t h i n a l l e g a t i o n 5 i s h e r e i n a f t e r s t a t e d , upon the informat ion 
and "belief of t h i s defendant" . 

3 . That paragraph 8 of the answer be s t r i c k e n out a f t e r the 
word "denied" i n l i n e one and commencing with the word "and" i n 
l i n e one and including the word 11 complaint" i n l i n e six* so t h a t 
the s a id paragraph, a f t e r so s t r i c k e n , w i l l read as fol lows: 
"In answer to a l l e g a t i o n 8, the a l l e g a t i o n i s denied; the t ru th , 
of the mat ters and things se t f o r t h i n a l l e g a t i o n 8 i s h e r e i n a f t e r 
s t a t e d , upon the information and b e l i e f of t h i s defendant 

4 . That the paragraph unnumbered containing defendant 1s 
f u r t h e r p l e a to the complaint as s e t out on page two of the 
answer i s s t r i c k e n out and the motion to make Schumacher, Re-
ce ive r , a p a r t y to t h i s a c t i on , i s denied. 

5 . That paragraph 1 of the f u r t h e r answer and defense and 
counter-claim as s e t out on page 3 of the answer i s s t r i cken ou t . 

6 . That paragraph 2 of the f u r t h e r answer and defense and 
counter-claim as s e t -out on page 3 of the answer, and each, paragraph 
and sub-sec t ion t he reo f , i s s t r i c k e n out . 

7. That paragraph- 3 of the f u r t h e r answer and defense and 
counter-claim as s e t out on page 3 of the answer, and each 
paragraph and sub-sec t ion the reof , i s s t r i c k e n out . 

8 . That paragraph 4 of the f u r t h e r answer and defense and 
counter-claim as s e t out on page 4 of the answer, and each paragraph 
and sub-sec t ion the reof , i s s t r i c k e n out . 

9 . That paragraph 5 of the f u r t h e r answer and defense and 
counter—claim as s e t out on pages 4 and 5 of the answer, and each 
paragraph and sub - sec t ion the reof , i s s t r i cken out . 

10. That paragraph 6 of the f u r t h e r answer and defense and 
counter-cla im as s e t out on pages 5, 6 and 7 of the answer, and 
each paragraph and sub—section the reo f , i s s t r i cken o a t . 

11. That paragraph 7 of the f u r t h e r answer and defense 
and counter-c la im a s se t out on pages 7 and 8 of the answer, 
and each paragraph and sub—section the reof , i s s t r i cken out . 

12. That paragraph e igh t of the fu r the r answer and de-
fense and counter—claim as s e t out on pages e igh t and ni&e of 
the answer, and each paragraph and sub-sect ion t he reo f , i s 
s t r i c k e n ou t . / 
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13. That paragraph nine qf the f u r t h e r answer and defense 
and counter-claim as s e t out on pages nine and ten of the answer, 
and each paragraph and sub-sect ion the reof , i s s t r i c k e n p u t . 

14. That paragraph ton of the f u r t h e r answer and defense 
and counter-claim be s t r i cken out commencing with the f i r s t 
word i n sa id paragraph and ending vi th the ^ord "accomodations" 
i n l i n e 17 of sa id paragraph, so t h a t the sa id paragraph, a f t e r 
so s t r i c k e n , w i l l read as fo l lows: "That t h i s defendant i s not 
indebted to the p l a i n t i f f on account thereof i n any sum". 

15. That paragraph 11 of the f u r t h e r answer and defense 
and counter-claim be s t r i cken out a f t e r the word "course" i n l i n e 
four and commencing wi th the word " tha t " i n l i n e four and i n -
cluding the word "endorsement" i n l i n e s i x on page 11, so t h a t 
the s a id paragraph, a f t e r so s t r i c k e n , w i l l read as fol lows: 
"That the paperwr i t ing described in a l l e g a t i o n 6 i s the 
ob l iga t ion of t h i s defendant and represents an ac tua l loan 
made to t h i s defendant , but the. s a id paperwri t i ng i s not the 
p rope r ty of the p l a i n t i f f , nor i s the p l a i n t i f f the holder 
thereof i n due course1 ' . 

16. That paragraph 12 of the f u r t h e r answer and defense 
andicounter-c la im as s e t Out on page 11 of the answer i s s t r i c k e n 
out* ' 

17. That paragraph 13 of the f u r t h e r answer and defense 
and counter-claim as s e t out on page 11 of the answer i s s t r i c k e n 
ou t . 

18. That paragraph 14 of the f u r t h e r answer and defense 
and counter-claim as s e t out on pages 11, 12 and 13 of the ans-
wer, and each paragraph and sub-sec t ion t h e r e o f , i s s t r i c k e n 
out ; excepting the following prayer on page 12 of the answer, 
reading as fo l lows : "WHEREFORE, t h i s defendant prays tha t 
p l a i n t i f f take nothing on account of the $5,000.00 note de-
sc r ibed i n the complaint; tha t the same be surrendered up to 
t h i s court arid marked n u l l and void . That the p l a i n t i f f be r e -
quired arid d i r e c t e d to surrender the $2,000.00 note described 
i n the complaint to R* E. Schumacher, Receiver, and tha t the 
same be c red i t ed i n the sum of $1,585.62, as of the 26th day of 
October, 1929", so t h a t the s a i d paragraph four t een , and each 
paragraph and sub—section t he reo f , whether numbered or l e t t e r -
ed, a f t e r so s t r i c k e n , w i l l read as fol lows: 

"WHEREFORE, t h i s defendant prays tha t p l a i n t i f f take nothing 
on account of the $5,000.00 note described i n the con$>laint; 
t h a t the same be surrendered up to t h i s Court and marked n u l l 
and void . That the p l a i n t i f f be required and d i r e c t e d to s u r -
render the $2,000.00 note descr ibed i n the complaint to R. E. 
Schumacher, Receiver , and tha t the same be c red i t ed i n the sum 
of $1,585.62, as of the 26th day of October, 1929". 
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This the 27th day of January, 1931. 

WALTER L. SMALL, 
Judge, e t c . 

To the foregoing order defendant excepts and appeals to 
Supreme Court* Appeal bond f ixed a t $100.00. 

SMALL, Judge. 

EXCEPTION 

EXCEPTION 1 - The only exception was to the Order of Small, 
J . , of January 27, 1931. 

(TRANSCRIPT CERTIFIED 3Y CLHRK StJ?2RI0R COUHT) 
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ITo. 178 FIFTH DISTRICT. 

SUFR3M3 COURT OF NORTH CAROLINA 

Spring Term, 1931. 

*******************************^ 

F3BSRAL H3SERVH BAM OF RICHMOND, 
A Banking Corporation, 

Gr. S. ATTMOR3, Trading as E3US3 MOTOR COMPANY, 
and. d . S. ATTM0K3, Ind iv idua l ly . 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

ITOEDAIIT APP3LLANTS < BR ISP 

******************************* 

v. 
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'Ho. 178 FIFTH DISTRICT. 

STJPR313 COURT OF FORTE CAROLINA 

Spring Term, 1931. 

**********************************^ 

F3DERA1 B3S3K73 SMS. 07 BICHUOtfD, 
A Banking Corporation, 

v * 

G. S. ATTMOR3, Trading as KBUS3 MOTOR COLCPAHY, 
and. G-. S. ATTiiOBE* Ind iv idua l ly . 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

DSFISTDA^T APP3LIA1'TS' 2RI3F 

********************************* 

QU3STIOH ?H3S3I"T5D: OH I'OTIOH TO STRIKE D3F3ITDAFT1S 
ABSVT3R AS A iiATER OF LAU: 

I t i s -oert inent to a l lege in defense to an ac t ion on a 

note, upon which a l l e g a t i o n of execution and of holder in due 

course i s denied, upon which defendant a f f i r m a t i v e l y r e l i e s in 

support : 1 . t ha t p l a i n t i f f had ac tual no t i ce and opportuni ty 

of knowledge; 2, t ha t by law and ac t s of the p l a i n t i f f i s not 

he ld in due course. 

F A C T S 

P l a i n t i f f a l l e g e s , a l l e g a t i o n 1, t ha t i t i s a ""banking 
corpora t ion ." The defendant denies t h i s and says t h a t i t i s the 
Federal Reserve Bank of Richmond, espec ia l ly c rea ted "by an act 
of Congress. P l a i n t i f f a l l eges , a l l e g a t i o n 5, t ha t the F i r s t 
National Bank of Hew Bern, f o r valuable considera t ion, t r a n s f e r -
red and ass igned the Said note to the p l a i n t i f f ; t ha t p l a i n t i f f 
"became the holder in due course and i s the holder in due course. 
Defendant denied the a l l e g a t i o n and se t up f u r t h e r t h a t there 
was a secre t w r i t t e n agreement "between the p l a i n t i f f and the 
F i r s t National Bank which the p l a i n t i f f compelled the F i r s t 
National Bank to execute to i t re levant to the note and requi red 
the product ion of such agreement. Defendant se t up f i r s t fo r the 
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defense; That the National Bank: of Hew Berne became insolvent 
and tha t W. W. G r i f f i n was appointed l i q u i d a t i n g agent ; tha t the 
F i r s t National Bank of New Berne "became insolvent and Raymond E. 
Schumacher was appointed r ece ive r ; tha t each was a necessary 
and proper p a r t y and should be brought in to n lead to the de-
f e n d a n t ' s a f f i r m a t i v e defense. 

For i t s f u r t h e r defense, defendant se t up:, 
1, That the proper name of the p l a i n t i f f was The Federal 

Reserve Bank of Richmond, and r e f e r r e d to the t i t l e , book and 
page of the s t a t u t e . 

2 , That the National Bank was a member bank and owned 
stock i n the p l a i n t i f f , as requi red by the Act, the sec t ions 
whereof were se t out ; t ha t i t had a deposit with the p l a i n t i f f 
i n excess of the amount sued f o r . 

3, That in 1920 the p l a i n t i f f requi red the National Bank 
of New Berne to absorb the Peoples Bank of New Bern, both member 
banks. That sa id National Bank then "became insolvent and con-
veyed a l l of i t s a s s e t s in March, 1929, to the F i r s t National 
Back of New Bern, a member bank, and set f o r t h a copy of the 
agreement. 

4* That in March, 1929, the F i r s t National Bank was organ-
ized and, as by law required , became a member bank, owned stock 
and maintained a deposi t i n the p l a i n t i f f , as requ i red by law. 

5. That the sa id F i r s t National Bank was, a t the time of 
i t s o rgan iza t ion and a t a l l t imes t h e r e a f t e r , insolvent , and i t s 
t rue condi t ion known to the p l a i n t i f f . The l a s t statement of The 
National Bank of New Berne and the f i r s t statement of the F i r s t 
Nat ional Bank of New Bern are set out as exh ib i t s , to be read in 
connection with the agreement under which the F i r s t National Bank 
took over the National Bank, which shows the i d e n t i c a l a s s e t s and 
the i d e n t i c a l l i a b i l i t i e s , except the diminution of the a s s e t s by 
$535,000 of i t s notes taken out, but put up again by the new bank 
ias c o l l a t e r a l to a $250,000 note . 

6. The dominion, by the p l a i n t i f f , over both the National 
Bank of New Berne and i t s successor, the F i r s t National Bank, 
and of the juggl ing of f i g u r e s and papers , under the supervis ion 
of the p l a i n t i f f . 

7. The capture , on March 20th, 1929, of c e r t a i n a s s e t s of 
the F i r s t National Bank of New Berne by the p l a i n t i f f , as f r aud 
upon c r e d i t o r s of the F i r s t National Bank of New Bern, u l t r a v i r e s 
and " i n v i o l a t i o n of the p roh ib i t i on both of common law and the 
f e d e r a l s t a t u t e , " reference being made to sec t ion of the s t a t u t e 
p e r t i n e n t . 

8. That on the 18th of August, 1929, defendant executed to 
the National Bank of New Berne, fo r the accomodation of the Nation-
a l Bank of New Berne, i t s note fo r $5,000; tha t no cons idera t ion 
passed; t h a t the Federal Reserve had t h e r e a f t e r examined the 
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National Bank and did, from i t s records, have knowledge of such 
f a c t . That t h i s paper was. renewed from.time to time, a t a l l 
t imes without cons idera t ion and f o r accomodation. That the 
same was wrongful ly and i l l e g a l l y he ld and converted "by the 
p l a i n t i f f . 

9 . That p l a i n t i f f had crea ted the F i r s t National Bank of 
Hew Bern i t s agent , and on each renewal of the accomodation 
paper , p l a i n t i f f c rea ted the F i r s t National Bank i t s agent . 

10. That the note described in a l l e g a t i o n 6 i s a "bona 
f i d e ob l iga t ion , but the defendant had money on deposi t in 
the F i r s t National Bank which was app l i cab le as a se t o f f . 

11. That the p l a i n t i f f i s not the owner i n due course and 
has pa id no value f o r t h i s note . 

12. That t h i s note, l ikewise he ld by the p l a i n t i f f i n 
f r a u d upon c r e d i t o r s , e spec ia l ly of the defendants, as shown by 
a w r i t t e n agreement between the p l a i n t i f f and the F i r s t Nation-
a l Bank of New Bern, the production of utiiich i s r equ i red . The 
prayer i s tha t p a r t i e s be made and p l a i n t i f f be requi red to ac-
count and turn over a s s e t s acqui red and he ld by i t i l l e g a l l y , 
cont rary to law and as p roh ib i t ed by law. 

At the October Term, 1930, p l a i n t i f f f i l e d motion to s t r i k e , 
which was continued by His Honor, Small, Judge, to the November 
Term, and then again continued. 

At the November Term, the defendant1 s motion to make p a r t i e s 
and to amend was heard, and the order appearing i n the record a l -
lowing the motion wa.s en tered . 

On January 27th, 1931, the order al lowing the motion to 
s t r i k e was en te red . The defendant excepted to tha t order and ap-
pea led . 

Defendant submits, with apologies fo r the length of i t s 
p leading, t ha t the quest ion which i t undertakes to present goes 
in to the cons t ruc t ion of the Federal Reserve Act and i t s r e l a t i o n 
with i t s t h ree meriber banks; the old Peoples Bank of New Bern, 
the o ld National Bank of New Berne, and the F i r s t National Bank 
of Net? Bern. 

The g i s t of the defense i s : 
1 . There was no value pass ing f o r the $5000 no te . 
2 . That the p l a i n t i f f i s not the holder i n due course. 
3 . That the p l a i n t i f f i s not the holder of the $2,000 note 

in due course . 
4 . That the defendant has an o f f s e t aga ins t the $2,000 note 

i n the hands of Schumacher, Receiver of the F i r s t National Bank, 
and i s not concerned about the c l a r i t y of the law of t h i s s t a t e 
upon h i s r i g h t under these defenses; but , i n order to ava i l of these 
defenses , and i n order to make i t s proof , under the r e l a t i o n s ex-
i s t i n g between the p l a i n t i f f and the defunct banks, i t i s necessary 
f o r the defendant to p lead in order to prove. 
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An examination of the Act, conveniently found in U. S. C. A., 
T i t l e 12, the sec t ions r e f e r r e d to in the answer, we r e s p e c t f u l l y 
submit, makes each a f f i r m a t i o n pe r t inen t to the r e spec t ive sec-
t i o n s of the Federal Reserve Act. For ins tance , the p l a i n t i f f 
i s not a hanking corporat ion, hut i s a F&deral Reserve Bank, as 
def ined and named hy the Act. I t has only such powers as are 
e spec i a l l y granted to i t and l imi t ed to i t by the Act, and these 
powers can not he enlarged by an unauthorized r e s o l u t i o n of i t s 
Board of Governors. Sect ion 341, page 333, t i t l e 12, def ines 
these powers and d u t i e s . Upon the f i l i n g of the organiza t ion 
c e r t i f i c a t e with the comptrol ler of the currency, the organiza t ion 
of a. Federal Reserve Bank becomes a body corpora te . There, under 
sec t ion 7, p l a i n t i f f contends t h a t i t may carry on a general bank-
ing bus iness . 

We do not attempt here to r e f e r to the s p e c i f i c dut ies 
granted and l imi t ed , but sec t ions 341 through 361, both l i m i t and 
d e f i n e . For an i l l u s t r a t i o n : A Federal Reserve Bank may discount 
notes a r i s i n g out of ac tual commercial t r ansac t ions , e t c . , i f the 
note f a l l s wi th in the p resc r ibed r u l e s of " e l i g i b i l i t y . " In o ther 
words, " i f e l i g i b l e fo r d iscount ." But nowhere i n the Act i s i t 
empowered to take 5 I n e l i g i b l e Botes in l i e u of the discounting 
of one e l i g i b l e no te . 

I t Kas developed, i n a deposi t ion of the o f f i c i a l s of the 
p l a i n t i f f , tha t i t had a p r iva t e memorandum agreement with the 
execut ive of the F i r s t National Bank, which was not communicated 
to the other o f f i c i a l s or the d i r ec to r s , which, to the defendant 1s 
mind, completely subs t an t i a t e s h i s a l l e g a t i o n s : f i r s t , of the 
knowledge of insolvency of the former member bank, and the capture 
by the p l a i n t i f f of the notes described i n the complaint and the 
enormous amounts of other notes mentioned in the answer, and h e l d 
by the p l a i n t i f f without any au thor i ty in law, or agreement, or 
r i g h t , to support the discounted l i n e s of the sa id member banks. 
This condi t ion i s c l e a r l y v ic ious in every purview of the a c t , and 
e spec ia l ly i s i t o f f ens ive to the common law of p re fe rence and to 
the Federal s t a t u t e , sec t ion 91, t i t l e 12, U. S. C. A. page 191. 

Defendant r e s p e c t f u l l y submits tha t h i s answer should not be 
s t r i cken ; t ha t he should be permi t ted to o f f e r h i s proof i n sub-
s t a n t i a t i o n . 

Respec t fu l ly submitted, 

GUIDE & GUIOU, 

Attorneys fo r Appel lant . 
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Ho. 178. FIFTH DISTRICT. 

SUPREM3 COURT OF NORTH CjffiOlIHA 

Snring Term, 1931. 

********:»!****** ****** *********** 

F2B3RAL R33S3RV3 3AM OF RICHMOND, VIRGINIA, a 
BANKING CORPORATION, 

v . 

£}. S . ATTMORS, t rading as N2US2 MOTOR COMPANY, 
and Gr. S. ATTMORS, ind iv idua l ly . 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

PLAIHIIPF APPZLI33*S BRIEF 

******************************* 

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



COPY X-6827-b 

- 1 -

No. 178. FIFTH DISTRICT. 

SUPH3ME COURT OF NORTH CAROLINA. 

Spring Term, 1931. 

******************************* 

FEDERAL RESERVE BAH OF RICHMOND, VIRGINIA, a 
BANKING CORPORATION, 

G. S. .ATTM0R3, t r ad ing as NEUSE MOTOR COMPANY, 
and G. S. AT MORE, ind iv idua l ly . 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

PLAINTIFF APPELLEE'S BRIEF 

****************************** 

QUESTIONS INVOLVED IN THIS CASE 

1. In an ac t ion to recover on a negot iable note, and 
p l a i n t i f f , i n i t s complaint, a l l eges i t i s the ho lder , i n due 
course t he reo f , w i l l the defendant he permit ted , in add i t ion 
to h i s denia l tha t p l a i n t i f f i s a holder in due course, to 
se t out in h i s answer and f u r t h e r defense redundant, extraneous, 
i r r e l e v a n t , f r i v o l o u s and scandalous and ev iden t ia ry and argu-
mentative matter? 

2 . Does a denia l "by the defendant that p l a i n t i f f i s a 
holder in due course of the notes sued on, e n t i t l e defendant to 
make the p a y e e - t r a n s f e r r e r hank, or i t s Receiver, a pa r ty to 
sa id act ion? 

3 . When motion made in an answer to make the Receiver of 
the p a y e e - t r a n s f e r r e r bank a pa r ty i s s t r i cken out , i s t h i s not 
a denial of s a id motion? (a ) I f i t i s a denia l , i s i t not con-
t r o l l i n g over a motion to make s a i d Receiver a pa r ty which was 
granted while motion to s t r i k e was pending? 

F A C T S 

This i s a c i v i l a c t i o n pending in Craven Superior Court i n 
which p l a i n t i f f i s seeking to recover of the defendant on two 
negot iable promissory notes described in the complaint, claim-
ing to be ho lder i n due course t h e r e o f . Defendant f i l e d answer 
denying t h a t p l a i n t i f f i s holder in due course and at tempts to s e t 
up var ious mat te r s in f u r t h e r answer and as an a l l eged counter-claim. 
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P l a i n t i f f , "before expi ra t ion of time to ren ly , gave w r i t t e n 
no t i ce to defendant and moved before His Honor, Small, Judge, 
a t October Term, 193$'.*'graven Superior Cour t s to s t r i k e defend-
a n t ' s answer and f u r t h e r defense and counter-claim upon the 
grounds t he re in se t f o r t h (R. pp. 29 and 30) . The Court, of 
h i s own motion, continued the hear ing oil sa id motion to the 
November Term, 1930, Craven Superior Court (R. p . 28) . 

At the November Term, 1930, Craven Superior Court, His Honor, 
Small, Judge, announced t h a t he had fiot been ab le to c a r e f u l l y r e -
view the p leadings and consider the legal quest ions involved and, 
of h i s own motion and by consent , continued the hear ing on sa id 
motion, s t a t i n g he would render h i s dec i s ion a t the e a r l i e s t 
poss ib l e da te . 

At sa id November Term, 1930, Craven Superior Court, and 
while the motion of p l a i n t i f f to s t r i k e was pending before and 
being considered by the Court, and on few minutes no t i ce to the 
p l a i n t i f f , His Honor, Small, Judge, signed an order presented by 
defendant, making R. 2 . Schumacher, Receiver of the F i r s t National 
Bank of New Bern, a pa r ty to said ac t ion , and grant ing defendant 
leave to amend h i s answer. (R. -op. 28-29). 

On January 27, 1931, h i s Honor, Small, Judge, signed order 
s t r i k i n g defendan t ' s answer (R. pp. 31, 32 , 33 and 34) . From 
which order defendant excepted and appealed to the Supreme Court . 

ARGUMENT 

We submit: Paragraph one of the answer i s not a s p e c i f i c 
or general denia l of the corresponding a l l e g a t i o n of the complaint 
as r equ i red by C. S. 519. In t h i s paragraph the defendant appar-
en t ly Concedes tha t the p l a i n t i f f has organized under the a c t s of 
Congress r e l a t i v e to Federal Reserve Banks, but denies t h a t Federal 
reserve banks are "banking corpora t ions" . The powers of the 
p l a i n t i f f a r e p re sc r ibed by law (see Section 4 of the Federal Re-
serve Act; U. S. Code, T i t l e 12, Sect ion 341, e t s eq . ) This 
paragraph, t h e r e f o r e , p re sen t s a quest ion of law and not an i ssue 
of f a c t . 

EELQATCK v. VINSON, 108 N.C., 147; 
12 S. 3 . , 896. 

The l a s t sentence i s p l a i n l y ne i the r "a s p e c i f i c or general 
denial of the a l l e g a t i o n of the complaint" nor "a statement of new 
matter in ordinary concise language, without r e p e t i t i o n " as r e -
quired by C. S. 519, Sec. 2, and can have been i n s e r t e d f o r no 
purpose except to attempt to arouse pass ion and p re jud ice on the 
p a r t of the j u r y . 

We f u r t h e r submit: That paragraphs 5 and 8 a re p l a i n l y not 
proper p lead ing . That po r t ion which demands the product ion of 
documents i s ne i t he r an admission or denial of mat ters a l l eged in 
the complaint, nor a statement of new mat te r , f o r the defendant i s 
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apparent ly unwil l ing to conmit himself to the a l l e g a t i o n tha t 
any such documents e x i s t , t u t leaves t h i s to in fe rence . C. S. 
899, e t seq . , provides means fo r compelling the production of 
documents and f u r t h e r provides ' that the method the re in p r e -
sc r ibed i s an exclusive method. Doubtless one of the ob jec t s 
of such a p rov i s ion was to permit the Court to determine the 
p r o p r i e t y of r equ i r i ng the production of the documents and 
the a d m i s s i b i l i t y of the if contents ; to determine on mat te rs 
r e l a t i v e to the product ion of documents without pe rmi t t i ng the 
ju ry to be misled or confused by the i r r egu l a r p r e s e n t a t i o n 
of mat te rs which are wi th in the province of the judge. The 
defendant has not seen f i t to ava i l himself of the remedy p ro -
vided by s t a t u t e and the inc lus ion of a re fe rence to such a 
remedy i n the answer i s obviously an e f f o r t to employ the ans-
wer as a s u b s t i t u t e fo r a b i l l of discovery, which l a t t e r remedy 
has been express ly abolished, and the reading to the jury of 
t h i s s ec t ion of the answer can serve no purpose except to convey 
by suggest ion the idea tha t the p l a i n t i f f has i n i t s possess ion 
sec re t documents which i t has wrongfully f a i l e d to produce, when 
the f a c t i s t h a t i f the production of the documents i s proper 
the Court may, i n the manner p resc r ibed by s t a t u t e , r equ i r e the 
product ion . 

The defendant, i n h i s f a r t h e r p l e a (R. p . 6) a l l eges tha t 
Raymond E. Schumacher, Receiver of the F i r s t National Bank of ITev/ 
Bern, " i s a proper and necessary pa r ty and should be brought into 
court and permi t ted to plead to the a f f i r m a t i v e defense and c r o s s - . 
p l e a s e t up by the defendant, and t h i s defendant now so moves". 

P l a i n t i f f r e s p e c t f u l l y submits t ha t the Receiver of the F i r s t 
National Bank of New Bern i s not a necessary or proper pa r ty i n 
determining the r i g h t s and l i a b i l i t i e s of the p a r t i e s to t h i s a c t i o n . 
That the s a i d Receiver i s not seeking to be made a pa r ty and we 
r e s p e c t f u l l y faubmit tha t the defendant i n t h i s a c t i o n has no r i g h t 
to demand t h a t he be made a p a r t y . We f u r t h e r submit tha t the 
p l a i n t i f f i s e n t i t l e d to. maintain i t s ac t ion without hindrance or de-
lay by the jo inde r of unnecessary and improper p a r t i e s . I t has 
been h e l d i n t h i s j u r i s d i c t i o n "the p l a i n t i f f has the l ega l r i gh t 
to c o l l e c t the c o l l a t e r a l which i t has thus received in due course 
i n i t s own name and can maintain an ac t ion thereon aga ins t the maker". 

. BAH v. HILL, 169 N.C., 237; 
BANK v . OIL CO., 157 N.C., 302. 

In paragraph one of the f u r t h e r defense defendant merely r e -
pea t s and r e - s t a t e s the mat ters and things in paragraph one of the 
answer and as such i s open to the objec t ions o f f e r e d to sa id pa ra -
graph of the answer. 
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We f u r t h e r submit tha t the matters contained, in paragraph 
two of the f u r t h e r defense are absolutely i r r e l evan t to the i s -
sues of the case, which ar& sir-ply - ( l ) I s the defendant l i a b l e 
upon the notes sued on? (2) Were these notes t r an s f e r r ed to 
the p l a i n t i f f so tha t i t became the holder of them? (3) Is the 
a l l eged balance due by the F i r s t Rational Bank of New Bern to 
the defendant ava i lab le as defense in ac t ion by p l a i n t i f f ? 

He r e s p e c t f u l l y submit tha t the a l l ega t ions contained in 
paragraph three of the f u r t h e r defense r e l a t e to mat ters occurring 
eight years before the execution of the notes in the su i t and a re , 
t he re fo re , wholly immaterial to any controversy between the p a r t i e s 
to t h i s ac t ion . In addi t ion, the a l l ega t ion that "The Peoples 
Bank became unable to func t ion because of the requirements of the 
p l a i n t i f f " i s a mere conclusion of the p leader . He should spec i f -
i c a l l y a l l ege the requirements to which he r e f e r s in order t ha t the 
court may be able to determine whether or not such requirements 
were lawful or unlawful . 

The a l l e g a t i o n tha t the p l a i n t i f f caused the National Bank 
of New Berne to absorb the said Peoples Bank i s a lso a conclusion, 
and furthermore, a conclusion impossible as a matter of law since 
the proceedings in the consol idat ion of National banks are subject 
to the control of the Comptroller of the Currency (see U. S. Code, 
T i t l e 12, Sections 33 and 35) so that the p l a i n t i f f could have no 
power to require or compel a National bank to consolidate with a 
s t a t e bank. 

We submit that the a l l ega t ion contained i n paragraph four of 
the fu r the r defense i s i r r e l evan t to the controversy between the 
p a r t i e s , and in add i t ion i t appears to be he ld in North Carolina, 
as elsewhere, t ha t an a l l ega t ion that an ac t was done f raudulen t ly 
i s a mere conclusion. The pleader should a l lege the ac t ion which 
cons t i tu ted the f raud in order tha t the Court may draw i t s own 
inference from the a l l ega t i on . 

NASH v. ELIZABETH CITY HOSPITAL, 180 N.C., 59; 
104 3 .E . , 33; 

COLT & CO. v . KEMBALL, 190 N.C., 169; 
129 S. 3 . , 406; 

EVANS v. DAVIS, 186 N.C., 41; 
118 S. 3 . , 845; 

LANIER v. LUMBER CO., 177 N.C., 200; 
98 S . 3 . , 593; 

MOTTO v . DAVIS, 151 N.C., 237; 65 S.E. , 969; 
WADDELL v. AYCOCK, 135 N.C., 268. 

I t i s submitted tha t paragraph f ive of the f u r t h e r defense 
i s i r r e l evan t as the insolvency of the National Bank of New Berne, 
i f insolvent as a l leged, would not debar i t from t r a n s f e r r i n g i t s 
a s s e t s f o r value and a holder in due course taking s e c u r i t i e s fo r 
value would not be precluded from recovery thereon. 
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We submit tha t t h e . a l l e g a t i o n s contained-in paragraph s ix 
of the f u r t h e r defense are i r r e l e v a n t , and in add i t i on the 
a l l e g a t i o n as to the amalgamation of the two banks i s a mat ter 
of law impossible f o r the reasons set out above. The a l l e g a -
t i o n as to the use of the fluids of Craven County is. wholly i r -
r e l evan t , and i n add i t i on i s a mere conclusion, as there i s no 
a l l e g a t i o n as to why or by what means the funds of Craven County 
cane in to the hands of the National Bank of New Berne, and i n 
any event the use or misuse of the funds of Craven County, by 
the National Bark of New Berne, must be i r r e l evan t to any contro-
versy between tha- Federal Reserve Bank 6f Richmond, and defend-
an t , S . S . At t ao re . The inc lus ion of t h i s a l l e g a t i o n can have 
been intended only to arouse pass ion or p re jud ice on the p a r t 
of the ju ry by ins inua t ing that , i n mat te rs wholly unconnected 
with the p resen t case the p l a i n t i f f has connived a t i r r e g u l a r i -
t i e s on the p a r t of National Banks. 

T.e f u r t h e r submit that the a l l ega t i ons contained in pa ra -
graph seven of the f u r t h e r defense appears to be i r r e l e v a n t , as 
the defendant does not a l l ege that h i s notes are he ld as c o l l a t -
e r a l by the Federal Reserve Bank of Richmond, and the t i t l e of the 
Federal Reserve Bank of Richmond to notes of other persons t r ans -
f e r r e d to i t by the F i r s t National Bank of New Berne cannot be -
ma te r i a l i n a controversy concerning i t s t i t l e to the notes of the 
defendant . The a l l e g a t i o n t h a t other notes were taken in pursu-
ance of an u l t r a v i r e s contrac t i s a mere conclusion of the p leader 
or an a l l e g a t i o n of a n a t t e r of law. The p l a i n t i f f has general 
power to lend money and rediscount notes fo r member banks and to 
make advances to them secured by the pledging of notes or b i l l s 
nade by customers of member banks ( U . S . Code, T i t l e 12, Sect ions 
343-7 ) and p l a i n t i f f i s l ikewise author ized to exerc i se such in -
c iden ta l powers as nay be necessary to carry on the business of 
banking.within the l i m i t a t i o n s of the ac t c rea t ing the p l a i n t i f f 
(U. S. Code, T i t l e 12, Sect ions 34-7) . ' 

There i s no d e f i n i t e l i m i t a t i o n upon the amount of the notes 
which p l a i n t i f f nay discount f o r a member bank nor the amount of 
advance which may be made to a member bank. The taking of s ecu r i t y 
i s obviously inc iden ta l to the lending of money. If the defendant 
contends t h a t any p a r t i c u l a r ac t of the p l a i n t i f f i s u l t r a v i r e s , 
he should a l l ege t h a t ac t with such p a r t i c u l a r i t y tha t the court 
may determine whether or not i t was author ized or p roh ib i t ed by 
the Federal Reserve Act. 

In a d d i t i o n i t has been decided t h a t t i t l e t o a s s e t s a c q u i r e d , 
f o r V a l u e b y banks o r g a n i z e d u n d e r the l a w of the United S t a t e s i n 
u l t r a v i r e s t r a n s a c t i o n s i s v o i d a b l e o n l y , and the quest ion of 
u l t r a v i r e s nay be r a i s e d o n l y i n a d i r e c t proceeding b y the United 
S t a t e s . 
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UNION NATIONAL v. MATTH2TJS, 98 U. S. 621; 
NATIONAL BAM v . ^ O T O T , 103 U. S. 99% 
SWOPS v. LEFFINGW5i,L, 105 U. S . , 3; 
BEHOLDS v. FIRST NA*. BAM, 112 U. S. , 405; 
ksrfoot v. farmers & i a s . bam, 218 u . s . , a s i ; 
SCHUYL3R NAT. BAM v. GABSEEN, 191 U.S., 451; 

. THOMPSON v . ST. NICHOLAS HAT. BAM, 146 U.S., 
240; 

FIRST NAT, BAM v. LANS, 202 Fed. 117; 
120 C. C. A., 271; 

CR0W3LL v. F3D. RES1RV3 BAM, 12 Fed. 2nd 259; 
This ru le i s a lso es tab l i shed in t h i s S t a t e . 
ESASLST v. A3SRB3EN & ROCKFISH RY., 145 N.C., 

272; 59 S. 3 . , 60. 

This paragraph a lso contains a prayer that p l a i n t i f f "be 
required to account to Craven County and W. W. G r i f f i n arid to 
R. B. Schumacher, Receiver. None of these persons i s a pa r ty 
to t h i s ac t ion and consequently any a l l ega t ion as to t he i r 
r i g h t s i s immaterial . 

That in the eighth paragraph of defendant ' s f u r t h e r de-
fense he a l l eges tha t the note for $5,000.00 was without con-
s ide ra t i on and was wholly an accommodation ob l iga t ion . I t 
has been he ld by t h i s Court t ha t the a l l ega t ion tha t a note 
was without considerat ion was a mere conclusion of the ^ l eade r . 

13RCHANTS NATIONAL BAM v. ANDREWS, 179 N.C.,, 341;" 102 S. 3 . , 
500. 

I t seems tha t a good pleading should a l lege the conditions 
and circumstances under which the note was executed in order that 
the Court may determine whether or not i t was supported by good 
cons idera t ion . 

"One signing a negotiable instrument as an accomodation 
pa r ty , having received no value, i s bound to the payment 
thereof to a holder fo r value in due course, though tak ing 
with not ice , C. S, , 3009; and a maker of the instrument 
engages tha t he w i l l -pay i t in accordance with i t s tenor, 
and h i s capaci ty to endorse. C. S., 3041." 

TAFT v. COVING-TON, SUPRH3 COURT ABVANC2 
SH33TS, SPRING T2RM, 1930, f i l e d June 
16 - issued June 30, 199 N.C., 52; 

MAY3RS v. BAM, 193 N.C., 542. 

We, the re fore , r e s p e c t f u l l y submit that the mat ters and things 
a l l eged in t h i s paragraph of defendant ' s f u r t h e r defense are im-
mater ia l to the ac t i on . 

~e submit tha t paragraph nine of the f u r t h e r defense i s nothing 
more than a mere conclusion of the pleader and i s , t he re fo re , im-
mater ia l to t h i s a c t i on . 
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I t i s submitted tha t the a l l e g a t i o n s in paragraph 10 of the 
f u r t h e r defense are open to the sane ob jec t ions as those made to 
paragraph e ight of the f u r t h e r defense and the a u t h o r i t i e s 
"thereunder a re c o n t r o l l i n g . • ^ 

That the a l l e g a t i o n s in the 11th paragraph of the f u r t h e r 
defense s t a t i n g 11 tha t t h i s Defendant i s e n t i t l e d to apply the 
s a id deposi t as an o f f - s e t " i s a mere conclusion of law and, f u r -
thermore, an erroneous conclusion. 

S0W3LL v. FEE. 23S2RV3 BAI7K, 286 U.S . , 449. 

The statement tha t the note i s in the hands of B. 3. 
Schumacher i s immaterial . 

The a l l e g a t i o n s in the 12th oaragraph of the f u r t h e r defense 
a re r e p e t i t i o n s of the po r t i on of the denial of paragraph e ight of 
the answer, and a r e open to the ob jec t ions nade to tha t p o r t i o n 
of paragraph e igh t of the answer. 

We submit tha t the po r t i on of paragraph 13 of the f u r t h e r 
defense tha t demands the production of w r i t t e n instruments i s 
open to the ob jec t ions mentioned under discussion of paragraphs 
f i v e and e ight of the answer. Furthermore, the Court may take 
j u d i c i a l no t i ce of the f a c t t h a t r epo r t s of examinations of 
National Banks are made by the 'Sxaminers to the Comptroller of the 
Currency, who i s an o f f i c e r of the United S ta t e s ac t ing under the 
d i r e c t i o n of the Secretary of the Treasury (U, S. Code, T i t l e 12, 
Sect ions 1, 9 and 481) so t h a t such repor t s could not be exh ib i ted 
by the p l a i n t i f f . The proper method to obta in such papers , i f 
r e l evan t , i s to apply to the Comptroller of the Currency f o r copies . 
(U. S. C. T i t l e 28, Sec. 663). The Secretary of the Treasury has 
promulgated regu la t ions providing for the method in which such 
app l i ca t i ons sha l l be made, these regu la t ions a re p r i n t e d as an 
appendix to t h i s b r i e f . 

We r e s p e c t f u l l y submit tha t the a l l ega t i ons i n paragraph 
fou r t een of the f u r t h e r defense are not a l l ega t i ons of any f a c t , 
but an i r r e g u l a r prayer for r e l i e f and should be s t r i cken , as the 
r e l i e f obviously cannot be granted. The r e l i e f asked i n the f i r s t 
paragraph i s f o r the b e n e f i t of persons not p a r t i e s t o the s u i t f o r 
whose b e n e f i t he has no r i g h t to prosecute an ac t ion , and in add i t ion 
the appointment of a Receiver to take charge of the a s s e t s and act-
min i s t e r them f o r the b e n e f i t of c r e d i t o r s of National banks would 
be in contravent ion of the laws of the United S t a t e s which provide 
t h a t the Receivers of National Banks sha l l a c t under the d i r e c t i o n 
of the Comptroller of the Currency. 

We, t he r e fo r e , r e s p e c t f u l l y submit t ha t the answer, as a whole, 
in t h i s case c l e a r l y comes within the purview of the p rov is ions of 
C. S. 537, and ought to be s t r i cken . 

Respec t fu l ly submitted, 

W. H . 1 3 3 , 

M. G. WALLACE, 
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Attorneys for P l a i n t i f f , 

Appellee. 

APPENDIX: 

D3PAfiTM5NT RULE IX. 

TREASURY DEPARTMENT, 
Office of the Secretary, 

1906 Washington, July 5, 1906. 
Department Circular No. 69. 

Chief Clerk. 

TO HEADS 01 BUREAUS AND CHEFS OF DIVISIONS, 
SECRETARY'S 0FFIC3, TR3ASURY DEPARTMŜ TT: -

The following i s quoted from the Regulations of the Treasury 
Department: 

BULB IX. No account, document, or paper of any kind shall "be 
withdrawn fron the f i l e s of the Department "by stents, attorneys, 
or other persons; and copies of any accounts or papers shall not 
"be furnished to any person except upon the written order of the 
Secretary, one of the Assistant Secretaries, or head of Bureau, 
and such copies shall be furnished only to such persons as nay 
have a personal material Interest in the subject-natter of the 
papers. Any a f f idav i t setting forth the interest of the applicant 
and showing the purpose for which copies are desired must be sub-
mitted with each application. 

In a l l cases where copies of documents or records are desired 
by, or on behalf of , parties to a suit , whether in a court of the 
United States or any other, such copies shall be furnished to the 
court only, and on a rule of the court upon the Secretary of the 
Treasury requesting the sane. Exceptions to this rule wi l l be 
made only on the written order of the Secretary or of an assistant 
Secretary. 

No information in regard to transactions of an o f f i c i a l 
character in this Department i s to be communicated to anyone not 
authorized to receive the sane. 

No information in regard to the claim of any person which has 
ever been f i l e d in the Department i s to be given to any other per-
son unless proper authority i s shown by way of power of attorney, 
or by l e t ters of administration, or otherwise in a manner sa t i s -
factory to the Secretary, or an Assistant Secretary, or to the head 
of the proper Bureau in the Department, or chief of the proper 
division in the Secretary's Office. 

Department Circular No. 110 of 1900 i s hereby superseded. 

LESLIE M, S W , 
Secretary. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6828 

February 27, 1931. 

SUBJ3CT: Change in Inter-District Time Schedule. 

Dear Sir: 

Upon agreement "between the Federal Reserve 
Banks of Richmond and Atlanta, the Federal Reserve 
Board has approved a change in the in ter -d i s tr i c t 
time schedule of ava i lab i l i ty items from Charlotte to 
Jacksonville from two days to one day. 

Very truly yours, 

3. M. McClelland, 
Assistant Secretary. 

TO OOTSRHORS OF ALL FEDERAL R3SEBVE BASKS, 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-6830 

March 2, 1931 

SUBJECT: Amended Regulation G, Series of 1931. 

Dear Sir: 

There i s enclosed for your information a 

copy-of the Board's Regulation G, governing the re-

discount of notes secured "by adjusted service cer-

t i f i c a t e s , as amended today to conform to the Act of 

February 27, 1931. The Regulation i s "being printed 

and a supply wi l l "be furnished to you as soon as 

poss ible . Please advise how many copies of the printed 

Regulation you desire. 

By direction of the Federal, Reserve Board. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosure. 

TO GOVERNORS AND CHAIRMEN OF ALL F. R. BANKS. 
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COPY X-6829 

REGULATION G, SERIES OF 1931 

(Superseding Regulation G of 1928) 

REDISCOUNT OF NOTES SECURED BY ADJUSTED SERVICE 
CERTIFICATES 

SECTION I. STATUTORY PROVISIONS 

Under the terms of the World War adjusted compensation act 
as amended, loans may lawfully "be made to veterans upon their 
adjusted service cert i f i cates only in accordance with the pro-
visions of section 502 thereof. 

Any national hank, or any bank or trust company incorpor-
ated under the laws of any State, Territory, possession* or the 
District of Columbia i s authorized, after the expiration of two 
years after the date of the cert i f i cate , to loan to any veteran 
upon his promissory note secured by his adjusted service cer-
t i f i c a t e any amount not in excess of the loan value of the 
cer t i f i ca te , which is (A) 50 PER CENT OF THE FACE VALUE OF THE 
CERTIFICATE, OR (B) THE LOAN VALUE stated on the face of the 
cer t i f i ca te , WHICHEVER IS THE GREATER AMOUNT. The law provides 
that the rate of interest charged upon the loan by the lending 
bank shall not exceed by more than 2 per cent per annum the rate 
charged at the date of the loan for the discount of 90-day com-
mercial paper by the Federal reserve bank of the Federal reserve 
d is tr ic t in which the lending bank i s located AND, AS TO LOANS 
MADE ON OR AFTER FEBRUARY 27, 1931, SHALL IN NO EVENT EXCEED 4& 
PER CENT PER ANNUM COMPOUNDED ANNUALLY. 

Upon the indorsement of 'any bank, which shall be deemed a 
waiver of demand, notice and protest by such bank as to i t s own 
indorsement exclusively, and subject to regulations to be pre-
scribed by the Federal Reserve Board, any such note secured by 
an adjusted service cert i f i cate and held by a bank i s made e l i -
gible for rediscount with the Federal reserve bank of the Federal 
reserve d i s tr i c t Jn which such bank i s located, whether or not the 
bank offering the note for rediscount i s a member of the Federal 
reserve system and whether or not i t acquired the note in the f i r s t 
instance from the veteran or acquired i t by transfer upon the in-
dorsement of any other bank; provided that at the time of redis-
count such note has a maturity not in excess of nine months, ex-
clusive of days of grace, and complies in a l l other respects with 
the provisions of the law, the regulations of the United States 
Veterans' Bureau, and the regulations of the Federal Reserve Board, 

SECTION II. DEFINITIONS 

Within the meaning of this regulation -
(a) The term "the act" shall mean the World War adjusted 

compensation act as amended; 
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("b) The term "director'1 shall mean the ADMINISTRATOR 
OF VETERANS1 AFFAIRS, WHO HAS BEEN VESTED BY LAW WITH THE 
POWER AH) DUTIES FORMERLY VESTED IN THE Director of the 
United States Veteran's 1 Bureau; 

(c) The term "certificate" shall mean an adjusted service 
cer t i f i ca te issued under the provisions of section 501 of the 
World War adjusted compensation act as amended; 

(d) The term "veteran" shall mean any person to whom an 
adjusted service cert i f i cate has been issued "by the director 
under the provisions of the World War adjusted compensation 
act as amended; 

(e) The term "bank"shall mean any national "bank or any 
"bank or trust company incorporated under the laws of any State, 
Territory, possession, or the District of Columbia; 

( f ) The term "note" shall mean a promissory note secured 
by an adjusted service cert i f i cate and evidencing a loan made 
by a bank on the security of such cert i f i cate in f u l l compliance 
with the provisions of the World War adjusted compensation act 
as amended and the regulations of th6 Administrator of Veterans1 

Affairs . 

SECTION III. ELIGIBILITY 

In order to be e l ig ible for rediscount at a Federal reserve 
bank, any such note must -

(a) Arise out of a loan made by a bank t° a veteran in f u l l 
compliance with the provisions of the act and of any regulation 
which the director may prescribe; 

(b) Be secured by the cert i f icate issued to the maker, which 
cer t i f i ca te mast accompany the note; 

(c) Be held by the offering bank in i t s own right a.t the time 
i t i s offered for rediscount; 

(d) Be in the form approved by the director; 
(e) Have a maturity at the time of rediscount not in excess 

of nine months, exclusive of days of grace; PROVIDED, HOWEVER, 
THAT WHEN SUCH NOTE CONTAINS, IN THE FORM APPROVED BY THE 
DIRECTOR, A PROVISION FOR THE EXTENSION OF THE MATURITY THEREOF 
FROM YEAR TO YEAR, AT THE OPTION OF THE HOLDER EVIDENCED BY HIS 
ENDORSEMENT THEREON, THE MATURITY OF SAID NOTE (AFTER THE FIRST 
MATURITY STATED THEREON) SHALL, FOR THE PURPOSE OF DETERMINING 
ITS ELIGIBILITY FOR REDISCOUNT, BE DEEMED TO BE THAT STATED IN 
THE LAT3ST EXTENSION INDORSED THEREON BY THE HOLDER. 

( f ) Evidence a loan the amount of which does not exceed (A) 
50 PER CENT OF THE FACE VALUE OF THE CERTIFICATE OR (B) the loan 
value STATED ON THE FAC1 of the cert i f i cate for the year in which 
such loan was made, WHICHEVER AMOUNT IS GREATER; 

(g) Be payable with interest accruing after the date of the 
note at a rate stated in the face of the note, which ratfe must 
not exceed by more than 2 per cent per annum the rate charged at 
the date of the loan for the discount of 90-day commercial paper 
by the Federal reserve bank of the Federal/district in which the reserve 
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lending bank i s located; PROVIDED, HOWEVER. THAT, IF THE BOM 
HAS MADE ON OR AFTER FEBRUARY 27, 1931, THE RATE MOST NOT IN 
AMY EVENT EXCEED 4& EKR CENT PER ANNUM, COMPOUNDED ANNUALLY. 

(h) Bear the indorsement of the "bank offering i t for re-
discount , which indorsement shall "be deemed a waiver of demand, 
notice, and protest by such bank as to i t s own indorsement 
exclusively; 

( i ) Be accompanied by the evidence of e l i g i b i l i t y required 
by this regulation and such other evidence of e l i g i b i l i t y as 
may be required by the Federal reserve bank to which i t i s 
offered for rediscount; and 

( j ) Comply in a l l other respects with the requirements of 
the law and of this regulation. 

SECTION IV. EVIDENCE OF ELIGIBILITY 

(a) General. - The Federal reserve bank to which a note is 
offered for rediscount must be sat i s f i ed either by reference to 
the note i t s e l f or otherwise that the loan evidenced by the note 
or any sale , discount, or rediscount thereof complies in a l l 
respects with the provisions of section 502 of the act and that 
the note i s e l ig ib le for rediscount by a Federal reserve bank 
under the terms of the law and the provisions of this regulation. 

(b) Affidavit of lending bank. - Any note offered to a Fed-
eral reserve bank for rediscount must be accompanied by* the a f f i -
davit required by section 502(h) of the act and the regulations 
of the director, in form approved by the director, made by an 
of f icer of the bank which made the loan, before a notary public 
or other of f icer designated for the purpose by regulation of the 
director, stating that -

(1) Such bank has not charged or collected, or 
attempted to charge or co l lect , directly or indirectly, 
any fee or other compensation in respect of any loan, 
made by such bank to any veteran under section 502 of 
the act, except the interest authorized by such section; 

(2) The person who obtained the loan evidenced by 
such note i s known to be the veteran named in the cer-
t i f i c a t e securing such note; 

(3) Such bank has notif ied the director that i t has 
made a loan to the veteran named in the cer t i f i ca te , as 
required by the regulations of the director; and 

(4) Such bank has notif ied the veteran by mail at his 
las t known post -of f ice address of any sale , discount, or 
rediscount of such note by such bank, as required by 
section 502(b) of the act. 

(c) Affidavit of other banks. - If such note i s offered for 
rediscount by a bank other than the bank which made the loan there-
on, i t must also be accompanied by an aff idavit of an of f icer of 
the offering bank and an aff idavit of an of f icer of each other bank 
which has sold, discounted, or rediscounted such note, which a f f i -
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davit shall be in form approved "by the director and shall state 
that the bank of which the aff iant i s an of f icer has promptly 
noti f ied the veteran by mail at his last known post -o f f i ce ad-
dress of the sa le , discount, or rediscount of such note by 
such bank, as required by section 502(b) of the act. 

SECTION V. APPLICATION FOB REDISCOUNT 

Every application for the rediscount of such notes shall 
be made on a form approved by the Federal reserve bank to which 
such note i s offered and shall contain a cert i f i cate of the 
offering bank to the e f fect that, to the best of i t s knowledge 
and b e l i e f , such note arose out of a loan made in f u l l compli-
ance with the provisions of the act and the regulations of the 
director and i s e l ig ible for rediscount under the provisions 
of section 502 of the act and of this regulation. 

SECTION VI. PROPER BANK FOB REDISCOUNT 

No such note shall be rediscounted by any Federal reserve 
bank for any bank not located in i t s own Federal reserve dis-
tr ict , except that such notes may be redis counted by any Fed-
eral reserve bank for any other Federal reserve bank. 

SECTION VII. RATE OF REDISCOUNT 

The rate of interest charged by any Federal reserve bank 
on any such note rediscounted by i t shall be the same as that 
charged by i t for the rediscount of 90-day notes drawn for a 
commercial purpose, except that when such notes are rediscounted 
for another Federal reserve bank the rate shall be that f ixed by 
the Federal Reserve Board. 

SECTION VIII. REDISCOUNTS FOR NONMEMBER BANKS 

No Federal reserve bank shall rediscount such notes for any 
nonnember bank unti l such bank has furnished to the Federal re-
serve bank such information as i t may request in order to sa t i s -
fy i t s e l f as to the condition of such bank and the advisabil ity 
of making the rediscount for i t . 
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1 FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD -
X-SS32 

Uarch 5, 1931. 

SUBJECT: Code words to cover telegraphic transactions 
in new issues of Treasury Certif icates of In-
debtedness, Series TS2-1931 and TM-1932. 

Dear Sir; 

In connection with telegraphic transactions in 
Government securi t ies between Federal reserve banks, 
the following code, words have been designated to cover 
new issues of Treasury Cert i f icates of Indebtedness, as 
follows: 

"ITOWKIKE",, Series TS2-1931, dated March 16, 
1931, due September 15, 1931. 

"UOWHILL", Series TM-1932, dated March 16, 
1931, due March 15, 193?. 

These code words should be inserted in the Federal 
reserve telegraph code book, following the supplemental 
code word "NOWEIGH" , on page 172. 

Very truly yours, 

J. C. No e l l , 
Assistant Secretary. 

TO GOVERNORS OF ALL F. H. BANKS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6833 

March 5, 1931. 

SUBJECT: New Regulations of Veterans' Bureau Regarding loans 
Secured "by Adjusted Service Cert i f icates . 

Dear Sir: 

Pursuant to the Act of Congress approved February 
27, 1931, amending Section 502 of the World War Adjusted 
Compensation Act with reference to loans upon adjusted ser-
v ice c e r t i f i c a t e s , the Administrator of Veterans' Affa irs 
has amended h i s regulations on this subject so as to conform 
to the provisions of the law as amended and there are enclosed 
herewith copies of these regulations in the amended form. 
Copies of the Federal Reserve Board's Regulation G amended to 
conform to the new law were forwarded to you in my l e t t e r of 
March 2nd. 

By reference to the new regulations of the Adminis-
trator of Veterans' Affairs and to the Board's new Regulation 
Gr, i t w i l l he noted that, as to a l l loans made on the security 
of adjusted service c e r t i f i c a t e s on and af ter February 27, 
1931, the rate of interest must not exceed (a) simple interest 
at a rate not exceeding by more than 2 per cent per annum the 
rate charged at the date of the loan for the discount of 90 
day commercial paper by the Federal reserve bank of the Fed-
eral reserve d i s t r i c t in which the lending bank i s located, 
or (b) 4& per cent per annum compounded annually, whichever 
i s the lower. 

It w i l l also be noted that the Administrator of 
Veterans' Affa irs has prescribed in his regulations a new form 
of note which may be used by banks in making loans on the 
security of adjusted service c e r t i f i c a t e s , containing a provi-
sion that i f the principal and interest are not paid at 
maturity, the maker and a l l endorsers authorize the holder at 
his option, evidenced by the holder's endorsement to that 
e f f e c t on the note, to extend i t s maturity for a period of one 
year and to repeat such extensions from year to year. The 
Federal Reserve Board's new Regulation G contains a provision 
that where there i s such a provision for the extension of 
maturity of a note from year to year at the option of the 
holder evidenced by h i s endorsement thereon, the maturity of 
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said note (after the f i r s t maturity stated therein) shal l , 
for the purpose of determining i t s e l i g i b i l i t y for rediscount 
"be deemed to "be that stated in the latest extension endorsed 
thereon "by the holder. The new form of note prescribed by 
the Administrator of Veterans' Affairs (U.S. Veterans' Bur-
eau Form Ho. 6615-a) w i l l , therefore, be e l ig ib le for re-
discount at a Federal reserve bank whenever the maturity date 
stated in the latest extension endorsed on the note i s not 
more than nine months after the date of rediscount provided, 
of course, that the note complies in a l l other respects with 
the requirements of the law and of the regulations. Banks 
making loans on notes secured by adjusted service cer t i f i ca tes , 
which do not desire to preserve the e l i g i b i l i t y of such notes 
for rediscount after the f i r s t maturity may properly use the 
same form (U. S. Veterans ' Bureau Form No. 6615) which has 
been used heretofore for making loans on the security of ad-
justed service cer t i f i cates . 

Copies of this le t ter and of the enclosures are being 
sent to a l l the branches of the Federal reserve banks. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

Enclosures. 

TO GOVERNORS WD CfiA-IRMEN OF ALL F» R. BANKS. 
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S.471 
(Public Ho. 783, 71st Congress) 

SEV2HTY-FIRST CONGRESS OF THE UNITED STATES OF AMERICA 

At the Third Session, 

Begun and held at the City of Washington 
on Monday, the f i r s t day of December, 
one thousand nine hundred and thirty. 

M ACT 

Providing for Saturday half holidays for certain Govern-
ment employees. 

Be i t enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, That on 
and after the e f fec t ive date of this Act four hoursj exclusive 
of time for luncheon, shall constitute a day's work on Saturdays 
throughout the year, with pay or earnings for the day the same 
as on other days when f u l l time i s worked, for a l l c i v i l employees 
of the Federal Government and the District of Columbia, exclusive 
of employees of the Postal Service, employees of the Panama Canal 
on the Isthmus, and employees of the Interior Department in the 
f i e l d , whether on the hourly, per diem,' per annum, piecework, or 
other basis: Provided, That in a l l cases where for special public 
reasons, to be determined by the head of the department or estab-
lishment having supervision or control of such employees, the 
services of such employees can not be spared, such employees shall 
be entitled to an equal shortening of the workday on some other 
day: Provided further, That the provisions of this Act shall not 
deprive employees of any leave or holidays with pay to which they 
may now be entit led under existing laws. 

NICHOLAS LONGWORTH 

Speaker of the House of Representatives 

GEORGE H. MOSES 

President of the Senate, Pro tempore 

Approved 
March 3, 1931 

HERBERT HOOVER 

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



X - 6 8 3 5 

: 842 

For immediate release. March 7, 1931. 

The Federal Reserve Board has amended i t s Regulation G govern-
ing the rediscount Toy Federal reserve banks of notes secured "by adjusted 
service cer t i f i cates so as to conform to the Act of February 27, 1931, 
amending Section 502 of the World War Adjusted Condensation Act; and 
copies of the amended regulation with the new portions indicated by 
capital l e t ters are released herewith. 

The amendments contained in the Act of February 27, 1931, apply 
to loans by banks as well as to loans by thp Veterans1 Bureau. The 
principal changes effected by the amendments are, (1) to increase the 
loan value of each adjusted service cert i f i cate immediately to 50 per cent 
of the face value of such cer t i f i ca te , and (2) to provide that the rate 
of interest on any such loan shall in no event exceed per cent per an-
num, compounded annually. The original provision of Section 502 of the 
World War Adjusted Compensation Act to the ef fect that the rate of interest 
charged by banks on loans to veterans secured by their adjusted service 
cert i f icates shall in no event exceed by more than 2 per cent per annum 
the rate charged at the date of the loan for the rediscount of 90 day com-
mercial paper by the Federal reserve bank of the Federal reserve distr ict 
in which the lending bank i s located, remains in e f f ec t . Therefore, as 
to a l l loans made on and after February 27, 1931, the rate of interest must 
not exceed, (a) simple interest at a rate not exceeding by more than 2 per 
cent per annum the rate charged at the date of the loan for the rediscount 
of 90 day commercial paper by the Federal reserve bank of the dis tr ic t in 
which the lending bank i s located, or (b) 4jg per cent per annum compounded 
annually, whichever i s the lower. 

Subsection (e) of Section III of the Board's Regulation G con-
tains a provision to the ef fect that, when a note given by a veteran for a 
loan on his adjusted service cert i f i cate contains, in the form approved 
by the Director of the Veterans' Bureau, a provision for the extension of 
the maturity thereof from year to year, at the option of the holder evi-
denced by his endorsement thereon, the maturity of said note (after the 
f i r s t maturity stated thereon) shall , for the purpose of determining i t s 
e l i g i b i l i t y , be deemed to be that stated in the latest extension endorsed 
thereon by the holder. Notes in this form need be used only .where the 
lending bank desires to retain the e l i g i b i l i t y of such notes for rediscount 
at Federal reserve banks subsequent to the f i r s t maturity. Banks not 
desiring to preserve such e l i g i b i l i t y after the f i r s t maturity may continue 
to use U.S. Veterans' Bureau Form No. 6615, which has been used heretofore. 

F E D E R A L R | S £ R V E B O A R D 

STATEMENT FOR THE PRESS 
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STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve Notes, Series 1928 

February 1 to 28, 1931. 

Total 
$5 no #20 £50 Sheets Amount 

Boston 100,000 • 20,000 - 120,000 . i l l , 094 .00 
New York 300,000 100,000 50,000 450,000 41,602.50 
Philadelphia 100,000 60,000 20,000 - 180,000 16,541.00 
Cleveland 80,000 40,000 30,000 - 150,000 13,867.50 
Atlanta 50,000 20,000 10,000 - 80,000 7,396.00 
Chicago 200,000 • - - - 200,000 18,490.00 
Minneapolis 30,000 10,000 10,000 - 50,000 4,622.50 
Kansas City 30,000 - - - 30,000 2,773.50 
Dallas 30,000 10,000 10,000 3,000 53,000 4,899.85 

920,000 240,006 
•we. km * i 

150,000 3,000 1,313,000 $121,386.85 

1,313,000 sheets # 2 . 4 5 M, . . .^121,386.85 
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March 13, 1931. 

Mr. M. G. Wallace, Counsel, 
Federal Reserve Bank of Richmond, 
Richmond, Virginia. 

My dear Mr. Wallace: 

Please accept my thanks for your le t ter of March 
10th with further reference to the 6ase of Skinner and Company 
v. Federal Reserve Bank of Richmond. 

As I advised you during our conference on March 
11th, the Comptroller's Office received a le t ter on that date 
from the Receiver of the First National Bank of Greenville 
wherein the Receiver said that the committee which i s obtaining 
the signatures of depositors of the First National Bank of 
Greenville to the agreement "freezing the deposits" of that bank 
i s making good progress and confidently expects to have a l l of 
the depositors signed up within a very short time. The Receiver, 
therefore, hopes that a State bank wi l l soon be organized to 
take over a l l of the assets and assume a l l of the l i a b i l i t i e s of 
the First National Bank of Greenville; and, of course, i f this 
i s done the Skinner case wi l l be dismissed. The Receiver advises 
further that they have encountered some d i f f i c u l t i e s with regard 
to the amount at which the building and fixtures of the First 
National Bank of Greenville are to be taken over by the new 
State bank which is .being organized to succeed i t ; but i t i s 
hoped that this may be worked out in some way. 

I believe that we agreed during our conference on 
March 11th that i t would be undesirable to f i l e further pleadings 
in this case or to retain special counsel on a system basis in 
connection with the case pending the outcome of the ef forts 
described above; and that, therefore, you wi l l communicate with 
counsel for the p l a i n t i f f s and ascertain whether i t w i l l not be 
possible to obtain an extension of time within which to f i l e your 
answer or other pleadings since that would seem to be to the in-
terest of a l l parties. I shall appreciate i t i f you wi l l k i n d l y 
l e t me know as soon as possible the outcome of your negotiations 
with counsel for the p l a i n t i f f . 

With a l l best regards, I am 

Cordially yours, 

(•S.J Walter Wyatt, 
General Counsel. 

WW-ssui 
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fEDEEAt BBSEBVE BAH 

OP RICHMOND 

March 10, 1931 

Federal Reserve Board, 
Washington, D. C. 

Attention: Mr. Walter ffyatt, General Counsel. 

Dear Mr. Wyatt: 

I have been informed "by ray associate that the state court has 
entered an order removing the action of W. I. Skinner and Company v. 
Federal Reserve Bank of Richmond, et a l s , to the United States District 
Court for the Eastern District of North Carolina in the Washington 
Division. I am not advised as to whether or not the p l a i n t i f f s wi l l 
make a motion to remand or not. I have asked my associate to docket 
this case on the chancery side ot the federal court as i t has at least 
one aspect of a suit in dhancery, and the decisions of the federal court 
seem to establish that a case whith has some aspects of a suit in chan-
cery should be primarily treated as a suit in chancery subject to the 
right of any party to ask for a division of the controversy and for a 
t r ia l at law upon any controversy whiish i s in substahtie ah action at law. 

It occurs to me that in so far as the action i s grounded upon 
the negligence of this bank i t ib an action of law, but in so far as the 
p la int i f f seeks to establish a l i en upon the reserve balance or the 
collateral in our hands i t i s a suit in chancery. 

You wi l l recal l that I suggested to you that i t might be pos-
sible to deal with this case on a demurrer or a motion to dismiss. After 
considering the matter more carefully, I have come to the conclusion that 
a demurrer or motion to dismiss could not be Sustained. In so far as the 
action i s one for negligence the p la int i f f alleges that we surrendered 
these checks to a bank knowing that i t Was insolvent. I am afraid that 
i t would be going a l i t t l e too far to expect a court to hold that the 
surrender of checks to a bank known to be insolvent was not negligent. In 
the other branch of the case i t i s alleged that we were directed to charge 
the amount of these checks to the reserve balance of the fa i led bank and 
that the balance was suf f i c i ent . While this allegation" i s , I believe, not 
true, i t would, of course, be treated as true on any proceeding in the 
nature of a demurrer, and I doubt i f we could sustain the proposition that 
a Federal reserve bank was not obliged to charge checks against a balance 
in i t s hands i f the balance was suff ic ient and the authority to charge was 
received before notice of closing was received. 

For the reasons stated above I am now inclined to think that i t 
would be best to answer the complaint in this case and to try the matter 
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Mr. Walter Wyatt, 
Federal Reserve Board, 
Washington, D • C ^ -»2** March. 10, 1931 

on evidence. As you know,! i t was agreed, I "believe, that Mr. Baker would 
"be consulted in this case before any def ini te action was taken. I am 
therefore writing you my views in order that yoti may either take the 
matter up with Mr. Baker or le t me know whether or not you wish me to do 
so. 

My associate did not give the exact date upon which the removal 
was ordered, "but stated that he was advised of i t on March 7th. I assume 
that the removal occurred one or two days "before that; consequently, our 
answer should he f i l e d sometime "between now and the f i r s t of April. 

I have no further news with respect to the probability of the 
completion of the plans for the organization of a new "bank, in Greenville. 

Very truly yours, 

(S) M. G. Wallace, 
Counsel. 

MOW R 
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SAU FRANCISCO FEB. 13 

ffyatt 

Washn. 

In view of Wallace's past experience in North Carolina and in 

view of prime importance of obtaining clear cut decision 

upholding Regulation J, Series 1930, as well as in view of the 

allegation contained in the Skinner complaint charging reserve 

bank with actual or constructive notice of insolvency of drawee 

I "believe that this l i t i ga t ion should be handled as a system 

matter. 

Agnew 
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FEDERAL HBdBHVS BAifiC 

OF MIHMAPOLIS 

February 18, 1931. 

Mr. Walter Wyatt 
General Counsel 
Federal Beserve Board 
Washington, D. C. 

Skinner & Co. vs. Federal Reserve Bank* 
of Richmond et a l . 

My dear Mr. Wyatt: 

I cannot see how in this case the Malloy case can 
be successfully invoked against Regulation J as- amended, and 
therefore wired you as I did on the 13th. But now that I 
have your l e t ters of the 13th and 16th with quotations of 
what some counsel of other Federal reserve hanks say about 
employing System Counsel, I laid the matter this morning be-
fore Gov. Geery, Deputy Gov. Yaeger and Mr. Mitchell, the 
Chairman of the Board, and they authorized me. to say that, 
as far as this Bank i s concerned, they are wil l ing to leave 
i t to the Federal Reserve Board whether or not to retain 
System Counsel, and that i f the Board decides to retain such 
counsel and the other 11 Federal reserve banks agree to con-
tribute to that expense pro rata on the basis of their respec-
t ive capital and surplus, this Bank wi l l also contribute 
on that basis . 

Yours very truly, 

(Signed) A. Ueland 
Counsel. 

AU/MG 

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



COPY X-6838-d 

Law Offices 
WILLIAMS, 3KJTTAIU & SINCLAIR 

PHILADELPHIA 

February 13, 1931. 

Walter Wyatt, Esq., General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt : 

I write in reply to your wire of the 12th and your let ter 
of the 7th, concerning the Skinner case. 

As i s usual, we shall be very glad to accede to any sug-
gestions made by a majority of the Counsel. Our usual statement in 
matters of this kind must be repeated, namely, that our lack of 
l i t iga t ion in this d is tr ic t makes i t d i f f i c u l t for us to give 
points of view other than those that are purely academic. 

Certainly, i t i s evident from Mr. Wallace's l e t t e r , as 
well as from the b i l l of complaint , that the val idi ty of the amended 
Regulation J wi l l be an issue. If possible, our view i s that i t 
would be desirable to have such an issue presented in a Federal 
Court. However, Mr. Wallace and counsel for the receiver of the 
closed bank would be in a better position to decide this question 
in view of their knowledge of the practical situation. 

The opinion of Mr. Justice Holmes in the Early case appears 
to us to be based primarily upon the contract between the parties as 
evidenced by the provisions of Regulation J and the Check Collection 
Circular issued by the Richmond Bank pursuant thereto. It would seem, 
to follow that i f the Regulations have been changed and the Circular 
modified accordingly, the conclusion should be in accord with the 
changed Regulations and Circular, unless i t should be held that the 
Federal Reserve Board has exceeded i t s power in amending the Regulation 
in the manner recommended by the conference of Counsel. 

If you and the other Counsel f ee l that the case should be 
a System matter at i t s inception we shall be very glad to cooperate. 

Yours sincerely, 

(Sgd.) John S. Sinclair 
for Williams, Brittain and Sinclair 

GRL 
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Spring Term 1931. 

federal Reserve Bank 
of Bichmond, Va., 

vs . Ho. 178 Graven. 

dr. S. Atmore, trading as 
Neuse Motor Company, and 
Gr.S. Atmore, iMividually. 

Appeal "by defendant from order of Small, J . , at Janu-

ary Term, 1931, of the Superior Court of Ci'avien County. Affirmed. 

This i s an action on two promissory notes, negotiable 

in form, and executed by defendant, G.S. Atmore, trading as Neuse 

Motor Company. Both said notes were endorsed by the defendant, 

Gr.S. Atmore, individually, before their delivery to the payees 

named therein, respectively. 

One of said notes, for the sum of $5,000.00, dated 28 

September 1929, and due on 29 October 1929, was payable to the 

order of the maker. This note with the endorsement of the maker 

was negotiated to the First National Bank of New Bern, N.C., and 

by said Bank to the p l a i n t i f f , now the holder thereof. 

The other note, for the sum of $2,000.00, dated 8 October 

1929, and due thirty days after date, was payable to the order of 

the First National Bank of New Bern., N.C. This note with the 

endorsement of the payee was negotiated to the p la in t i f f , now tfoe 

holder thereof. 

In i t s complaint, p la int i f f a l leges , both spec i f ica l ly 

and generally, that i t i s the holder in due course, and for value, 

of each of said notes. Defendant, in his answer, denies both the 

COPY 
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speci f ic and. general allegations of the complaint to the ef fect 

that p la in t i f f i s the holder of said notes in due course and for 

value. In addition to said denials, in defence of p l a i n t i f f ' s 

right to recover in this action, defendant alleges certain 

matters, "both of law and of fact , a l l of which challenge the 

right of p la in t i f f to recover in this action as a holder in due 

course, and for value, on the notes set out in the complaint. 

The action was heard on p l a i n t i f f ' s motion that certain 

matters alleged in the answer he stricken therefrom, on the 

ground that said matters, speci f ica l ly pointed out in the motion, 

which was in writing, are irrelevant and immaterial, impertinent 

and frivolous. This motion was allowed. 

From the order directing that certain matters alleged 

in the answer, ans speci f ica l ly pointed out in the order, be 

stricken from the answer, in accordance with the motion of the 

p l a i n t i f f , defendant appealed to the Supreme Court. 

ff. H. Lee 
M. Gr. Wallace for p l a i n t i f f . 

Qui on & G-uion for defendant. 

Connor, J. The defendant admits in his answer the execution and 

endorsement by him of each of the notes sued on in this action 

He alleges that he executed and endorsed the note for 

$5,000.00, for the accomodation of the First.national Bank of New 

Bern, N.C. , and that he received no value for said note from said 

Bank. C.S. 3009. It i s alleged in the complaint that this note 

was negotiated by the First National Bank of New Bern, N.C. , to the 

p l a i n t i f f , 
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The defendant admits in his answer, that he received 

value for the note for $2,000.00, from the payee, the First 

National Bank of Hew Bern, N.C. He al leges , however, that he 

has a se t -of f or counter-claim against the First National Bank 

of New Bern, N.C. , with respect to said note. It i s alleged in 

the complaint that this note was negotiated "by the First National 

Bank of New Bern, N.C. , to the p l a i n t i f f . 

Neither of the defences alleged in the answer wi l l a-

vai l defendant in this action i f , as alleged in the complaint, 

the p la in t i f f i s the holder in due course, and for value, of each 

of said notes. C.S. 3033, C.S. 3038. I f , however, i t i s shown 

at the t r ia l of the action, that defendant executed and endorsed 

the note for $5,000.00, for the accomodation of the First National 

Bank of New Bern, N.C. , and received no value from said Bank for 

said note; or i f i t i s shown at the t r ia l that defendant has a 

valid o f f - s e t or counter-claim again the First National Bank of 

New Bern, N.C. , with respect to the note for $2,000.00, then, in 

either case, the burden wi l l be on p la int i f f to prove, as alleged 

in the complaint, that p la int i f f i s the holder in due course, and 

for valu# of said notes, or of either of them. C.S. 3040. Whitman 

vs. York, 192 N.C. 87, 133 S.E. 427. Otherwise, each of said notes, 

although held "by the p la int i f f at the commencement of this action, 

as the result of i t s negotiation to p la in t i f f by the First 

National Bank of New Bern, N.C. , i s subject »to the same defences as 

are available to the defendant against said Bank. C.S. 3039. 

Whitman vs. York, supra. 
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Defendants1 answer, "after the matters alleged therein 

have been stricken th&fefrom, as irrelevant and immaterial, i s 

suf f ic ient to raise issues both of law and of fact , involving 

the right of p la int i f f to recover in this action, as the holder 

in due course of the notes sued on. The matters stricken from 

the answer are at least irrelevant and immaterial. The order 

striking said matters from the answer does not deprive defendant 

of any substantial right or defence at the t r ia l of the action 

founded upon his equities against the First National Bank of New 

Bern, N.C. -

P l a i n t i f f ' s motion was made in apt time. C.S. 537. It 

was not addressed to the discretion of the Court, but was made as 

a matter of right. Hosiery Mills vs. Hosiery Mills, 198 N.C. 

596, 152 S.E. 794. The order was therefore subject to review by 

this Court on defendants' appeal, However, there was no error in 

the order, and i t i s therefore affirmed. 

The val idity of the order made in this action by Judge 

Small, at November Term, 1930, of the Superior Court of Craven 

County , directing that the Receiver of the First National Bank of 

New Bern be made a party defendant to th is action, i s not involved 

in this appeal by the defendant from the order made at January 

Term, 1931. Pla int i f f excepted to the order making the Receiver a 

party, but has not appealed from said order. We therefore do not 

pass upon the question discussed in the brief of p l a i n t i f f , as 

appellee on this appeal, as to the e f fect of the order at January 

Term, 1931, upon the order of November Term, 1930. 

The ordef involved in this appeal i s 
Affirmed. 

' ' 
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STATEMENT OF EWE® jffimt, GOVERNOR OF THE 
FEDB&A$r RESERVE BOARD, B2U0B8 THE 

WAR POLICIES COMMISSION, 
SENATE OFFICE BUILDING, WASHINGTON, D.C. 

MARCH 16, 1931. TEN A.M. 

FINANCIAL CONTROL IK WAR 

Control of financial operations during war i s only one element in 

the broad general problem of financing the operations of war. The broad 

general problem involves the raising of funds for war-time expenditures by 

the government involved, both for the expenditures of the government i t s e l f , 

and for advances to i t s a l l i e s , i f any, and i t also involves many collateral 

problems such as protection of the financial markets for the government's 

own operations, the e f fect of such operations on the banking system of the 

country and, as a necessary corollary, some form of f inancial assistance to 

private enterprises necessary or contributory to the prosecution of the war, 

or to the maximum possible maintenance of normal private l i f e on the part of 

the non-combatant population. Financial control and financial assistance 

must also look forward to some extent to the problems of peace and recon-

struction, though there i s danger here in confusing the certain and known 

needs of war with the uncertain and unknown requirements of the period 

immediately following the war. 

The method of financing a war, and the financial controls and 

corollary assistances required, of course, depend upon the type and size 

of the war operations, the number of nations involved, the extent and 

character of their inter-relat ions, and the social and economic conditions 

existing in the bell igerent nation at the time. Therefore we can gen-

eralize very l i t t l e with regard to underlying principles, and my remarks 
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wil l "be devoted largely to a review of finances and financial controls 

during the participation of the United States in the World War - April 

6, 1917 to November 11, 1918 - with comments on the lessons that have 

been learned and the inferences that may he drawn, i f any, with regard 

to f inancial control in any other wars in which this nation might be 

involved in the future. 

COST OF THE WORLD WAR. 

The World War, commencing almost out of a clear sky in August, 

1914, f i n a l l y drew into the confl ict most of the nations of Europe, a l l the 

Americas north of Mexico, nearly a l l of Africa and more than half of the 

area and population of Asia. It involved as bell igerents probably nearly 

three-quarters of the world's population, and affected to a profound degree 

the foreign and domestic commerce and even the internal af fa irs and private 

l ives of practically a l l the peoples of the few neutral nations. 

The cost of the World War in money has been estimated at approxi-

mately 186 b i l l i on dollars. To get some measure of what this colossal sum 

means, i t i s interesting to note that the entire value of a l l property in 

the United States, i . e . , the entire wealth of the United States, was e s t i -

mated by the Census Bureau at 186 b i l l i on dollars in 1912. It i s also of 

interest to note that just prior to the outbreak of the World War the total 

public debts of a l l the nations of the world and their subdivisions were 

estimated at approximately $42,900,000,000. If the extent of the World 

War costs had been foreseen in advance, and i f the statement had been 

made that the World War would cost a sum in dollars equal to the then 

estimated wealth of the United States, the richest nation in the world, and 

more than four times the total outstanding public debts of the nations of 
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the world, the financing bf stich an oj36i*ation would have "been set down as 

Incredible And impossible. 

As a matter of fac t , at the "beginning of the war many authorities 

stated that i t s duration necessarily would be very brief because of the 

impossibility of financing the immense military operations involved. Com-

petent authorities Stated that within a comparatively few months the entire 

financial structures of the governments involved would break down under the 

strain; yet , in the face of the apparent impossibi l i t ies , the World War con-

tinued for somewhat more than four years, bringing in from time to time 

additional nations and proceeding on an increasingly larger scale. 

The lesson to be learned from this i s that the course of war de-

pends upon resources in manpower, supplies and morale, and that finance i s 

only incidental to these; for , after al l , : money i s only a medium of ex-

change and to the extent that men, material and morale are available, seme 

medium of exchange wi l l be available or wi l l be developed so as to permit 

their continued functioning to the maximum l imit , and this limit wi l l not 

be imposed by any considerations of finance existing at the outbreak of the 

war. 

METHODS OF FimBGIBG THE WORLD WAR. 

The financial problems of the World War were met in different ways 

by the different nations involved, depending upon controlling conditions. 

The principal European bell igerents financed their operations largely through 

currency inf lat ion in varying degrees. 

The methods adopted by the Government of the United States neces-

sari ly were based upon the situation of the country as a whole at the time 

of our entrance into the World War and i t i s important to review these 

br ie f ly , for the reason that they bear such an important relation to subse-
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quent financial developments. 

It was fortunate that the World. War found the United States in a 

strong economic and financial position. The Federal Reserve Act had. been 

passed in 1913, just in time to be of use in the period of f inancial d is -

turbance and readjustment following the outbreak of the war in August 1914. 

Also, the United States entered the World War nearly three years after the 

War had commenced, and therefore had an adequate period within which to 

readjust i t s a f fa i r s , i t s banking structure, and i t s finances to war-time 

conditions. Furthermore, the cit izens of the country, as neutrals, had had 

extensive dealings with the bell igerents. By the time of our entry into 

the World War Income and production were at the highest levels that had ever 

been reached, the banking structure was sound, the condition of the Treasury 

was good, and the gold supply was at the highest level in history. It i s 

interesting to note, in this connection, that the stock of gold in the 

United States increased frctn $1,858,708,000 on July 31, 1914, to $3,156,-

264,000 on October 31, 1918, and was then somewhat over one-third of the 

entire stock of gold in the world. It i s also interesting to note that 

there had been an immense expansion in our foreign trade, the favorable 

balance of trade having increased from some $470,000,000 for the f i sda l year 

1914 to over $2,135,000,000 for the f i s c a l year 1916. With the establish-

ment of the Federal Reserve System, the country had been able to adjust 

i t s e l f with surprising ease and rapidity to a l l these conditions. 

COST OF OUR PARTICIPATION. 

The total operating expenses of the United States Government in-

creased from an average of $2,578,000 per day in January, 1917, to a peak of 

$55,168,000 in November, 1918. It has been estimated that the United States 

Government spent in round figures $22,978,000,000 on i t s own account in the 
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World War, and in addition advanced, to July 1919, approximately $9,102,-

000,000 to i t s a l l i e s in the war, making the total financing involved some 

$32,080,000,000. This figure does not include advances to the War Finance 

Corporation and several smaller items. With these items, the total cost , 

including advances to a l l i e s , i s said to have been approximately $32,427,-

000,000. 

METHOD 01 FIMITCFiG U. S. EXPENDITURES. 

The program of the Treasury at the commencement of our participa-

tion in the war was to finance approximately one-third of the total expendi-

tures, including loans to foreign governments, out of taxation and other 

current income, and the remainder through loans. After the close of the war, 

i t was estimated that 29$ of the total cost had teen paid from current 

revenues and the balance from loans, which under the circumstances represented 

a fa i r ly close realization of the aims of the Treasury. 

The amount raised "by loans therefore was approximately $23,000,-

000,000, of which approximately $21,433,000,000 came from the sale of Liberty 

Bonds and Victory Notes, nearly $1,0(0,000,000 from the sale of War Savings 

Certif icates , and the balance from Certificates of Indebtedness and other 

sources. 

LIBERTY BONDS AMD VICTORY NOTES. 

About 93$ of the money raised by the United States Government from 

loans during i t s participation in the war was through the issue of govern-

ment obligations known as Liberty Bonds and Victory Notes. In this financ-

ing, i t had the benefit of European experience and in addition was able to 

operate under very favorable circumstances, for the reason that the 

existing government debt was very small and government expenditure was normal. 

On the other hand, the amounts required to be raised were far beyond any Digitized for FRASER 
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stuns which might have seemed provable a few years earl ier, for the reason 

that the United States entered i t s war finance program at a high level of 

prices and in rising labor and commodity markets. 

These financing operations commenced in 1917 with the First Liberty 

Loan, and concluded after the Armistice with the Victory Loan. The interest 

rates carried by the various issues increased from 3^$ in the case of the 

First Liberty Loan to 4§$ for the Victory Loan, 

The drives to place these loans involved propaganda of various 

sorts, chief ly , however, appeals to patriotism, stimulated by mass meetings, 

and, in general, a l l the well-known and widely used devices available for 

the purpose of increasing public interest and encouraging public participa-

tion. The First Liberty Loan was oversubscribed 52$ and the second 54$, 

the lat ter representing the peak of oversubscription. The Third Liberty 

Loan was oversubscribed 39$, the Fourth Liberty Loan, which in amount was 

double that of any preceding issue, 16%$, and the Victory Loan 16-2/3$. 

The total subscriptions to Liberty Bonds.and Victory Motes aggre-
» 

gated $24,072,000,000, of which $21,435,000,000 was a l lot ted, and $21,433,-

000,000 f ina l ly paid in. 

The War Savings Certif icates, aggregating s l ight ly l e s s than 

$1,000,000,000, were an incidental part of the financing program, represent-

ing l e s s than 5$ of the amount raised through Liberty and Victory loans, and 

were intended to broaden the participation of the public in the program of 

war finance by providing a means for the investment of comparatively small 

sums. 

The banking system of the country became a very essential part of 

t&e financing operations conducted through the sale of Liberty Bonds and 

Victory Motes, for mapy purchases of these issues were made on borrowed money. 
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In particular, the drive in connetsiibn with the placing of the Third Liberty 

Loan issue made use of a slogan "Borrow to Buy", which resulted in a large 

increase in hank loans on Liberty Bonds. As an i l lustrat ion, the loans 

in the Federal Reserve Banks on war paper rose to $642,429,000 on April 26, 

1918, which at that time represented 71.2$ of a l l paper discounted at the 

Federal Reserve Banks; these loans increased to $1,467,000,000 by December, 

1918. 

Since the funds raised through the sale of the various government 

issues came in at varying intervals and the expenditures went on continuous-

ly and at a constantly accelerating rate, i t was necessary to resort to the 

issue of temporary cert i f icates of indebtedness in the periods between the 

funding operations. As an i l lustrat ion, $4,660,000,000 of cert i f icates of 

indebtedness were issued in anticipation of the Fourth Liberty Loan, and 

$6,157*000,000 in anticipation of the Victory Loan. The total issues of 

cert i f icates of indebtedness during the war aggregated nearly $30,000,000,-

000. The Treasury placed these cert i f icates of indebtedness through the 

twelve Federal Reserve Banks as i t s f i s c a l agents. 

FIlWCIAl CONTROL; CAPITAL ISSUES COMMITTEE. 

The immense volume of the financing operations carried on by the 

United States Government during i t s participation in the war almost pre-

empted the security markets in the United Statfes, since these issues 

necessarily had priority over a l l others. The people throughout the country, 

having had the benefit of high wages and high prices for commodities, and 

acquiring the habit of purchasing securities as a result of the various 

Liberty Loan drives, began to develop an increasing interest in the 
$ 

purchase of securities of other types. Therefore, some measure of financial 

control was deemed advisable, but i t i s interesting to note that the only 
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speci f ic measure of capital control set up was the formation of the Capital 

Issues Committee - I mean control in the sense of Government direction. 

The Capital Issues Committee was created under Title II of the 

War Finance Corporation Act of April 5, 1918. The Committee consisted of 

seven members appointed by the President of the United States, with the 

advice and consent of the Senate. The Act provided that "the Committee 

may, under rules and regulations to he prescribed by i t from time to time, 

investigate, pass upon, and determine whether i t i s compatible with the 

national interest that there should be sold or offered for sale or for 

subscription any issue, or any part of any issue, of securit ies hereafter 

issued by any person, firm, corporation, or association, the total or 

aggregate pax or face value of which issue and any other securit ies issued 

by the same person, firm, corporation, or association since the passage of 

this act i s in excess of $100,000. Shares of stock of any corporation or 

association without nominal or par value shall for the purpose of this sec-

tion be deemed to be of the par value of $100 each. Any securities which 

upon the date of the passage of this act are in the possession or control 

of the corporation, association, or obligor issuing the same shall be deemed 

to have been issued after the passage of this act within the meaning hereof?. 

The provision above quoted is the sole def init ion of the Committee's 

powers and i t i s of particular interest to note that the Act contained no 

penalty clause and that therefore the regulations of the Committee were not 

legal ly enforceable. The Act as originally drawn contained a suitable 

penalty clause which would have conferred legal powers on the Committee, but 

this was eliminated in Congress. Therefore, the Committee found i t s e l f with 

power to investigate any proposed sale of securit ies , but without means to 

compel applicants to submit such new issues to the Committee. However, the Digitized for FRASER 
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Committee had behind i t the tremendous force of public opinion and patri-

otic cooperation; the country &s a whole accepted i t s functions in sp ir i t , 

and proposed issues were quite generally submitted for i t s consideration. 

The Capital Issues Committee commenced to function on May 17, 

1918 and continued the operations of an informal "body which had been con-

st ituted by the Federal Reserve Board earlier in the year. It ceased 

active operations on December 31, 1918 and closed up i t s a f fa i r s , by 

direction of the President, on August 30, 1919. During the l i f e of the 

Committee i t passed upon applications for new security issues aggregating 

$3,777,313,000, of which tho total amount disapproved aggregated $917,133,-

000, This, however, does not represent the f a l l measure of i t s a c t i v i t i e s , 

for the reason that numbers of applications were withdrawn voluntarily after 

being presented to the Committee, and large numbers of prospective appli-

cants yielded to informal suggestions made by the Committee and i t s District 

Committees that their enterprises or projects should be postponed unt i l 

after the war. In addition, many other proposed issues of securit ies were 

no doubt deferred or discouraged by the knowledge of the existence of the 

Committee or as a result of the Committee's public appeals for cooperation. 

The function of the Capital Issues Committee was to determine 

whether or not proposed issues were suf f ic ient ly in the public interest , 

suf f ic ient ly necessary or contributory to the prosecution of the war, to 

warrant their being offered in a market so preempted by the financing 

operations of the United States Government. It also carried out a certain 

measure of public service by discouraging unsound f lotat ions for which, 
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as a result of the unusually prosperous economic conditions of the country as 

a whole, there was so fertile a field. The members of the Committee were 

so impressed by the volume of doubtful security issues which were being 

or might be offered to the public for sale that the f i r s t report of the 

Committee urged the desirability of continuing some form of federal super-

vision Of securities during peace-times. This recommendation, however, 

was never put into ef fect . 

Thus i t appears that the only specific financial control exercised 

during the war, using the words in their narrowest sense, was compara-

tively limited in scope and without legal authority to enforce any 

measure of control. The real control was incidental to other operations; 

such control resulted from the inability of any new enterprise, or pro-

posed expansion on the part of existing enterprises, to secure without 

government approval the men and materials required for construction or 

operation. Obviously, the control of manpower was primarily in the War 

Department through the draft, and the control of material was largely 

with the Wair Industries Board as far as domestic allocations were con-

cerned, and with the War Trade Board as far as imported materials were 

concerned. In my judgment, the operations of these agencies, through 

authorizing, l icensing, giving priority to, or otherwise supporting, 

essential ac t iv i t i e s , rather than prohibiting unessential ac t iv i t i e s , 

constituted the most important and extensive control of finances that 

was exercised during the war. 
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SPECIE COITTROL. 

Due to the formation of the Federal Reserve System at the beginning 

of the World War, the specie problems were by no means as important as they 

would have been under our earlier banking system. Neither did the United 

States f ind i t necessary to resort to the various methods for collecting 

coin, particularly gold, used by the other bell igerents. The reason for 

this i s obvious, in that the United States had approximately one-third of 

the monetary gold supply of the world in i t s treasury, and through i t s 

immense volume of export balances in the years immediately preceding our 

entry into the war, we had been accumulating currency whereas other nations 

on the whole were being drained of currency or bullion to pay for outside 

purchases. However, the Treasury as far as practicable discouraged the 

circulation of gold coin and also, under powers given to the President 

by the Espionage Act and enforced under regulations administered by the 

Secretary of the Treasury, took control of the export of coin, bullion or 

currency from the United States. These regulations were abolished by 

proclamation of the President on June 26, 1919, except as to the export 

of bullion, currency or coin to parts of Russia. The Treasury appointed 

a Gold Export Committee of three members to control the movement of gold. 

Before the operations of this Committee had proceeded very far, i t was 

apparent that the control of gold movement was quite def ini te ly tied up 

with problems of foreign exchange. Consequently, the Treasury, acting 

through the Federal Reserve Board as i t s Agent, set up a division for 

foreign exchange in New York. 
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It became necessary to ass is t the currency exchanges of France, 

Great Britain and Italy, and, as war restrict ions prevented settlement of 

trade balances by gold export, everything possible was done that war 

limitations on tonnage would permit to se t t l e balances by the export of 

non-essential commodities. The whole question of foreign exchange trans-

actions and settlements involved numerous ramifications, and the material 

available i s too voluminous to permit more than passing mention here. 

Certain speci f ic problems were presented in connection with s i lver. 

There was a large volume of trade with the Orient involving jute, hides 

and many other essential war materials. In particular, there was a very 

urgent demand for additional currency for India on account of the large 

volume of necessary war supplies being purchased there, such as mica, 

jute, shellac, and graphite. The use of s i lver as currency was general 

in the Orient, and i t was necessary to make payments there in s i lver . The 

amount of s i lver required was far in excess of the available stocks or 

production outside of the monetary reserves of the United States. Con-

sequently the Pitmann Act was passed, on April 23, 1918, which authorized 

the retirement of s i lver cert i f i cates , and the melting down of the silver 

dollars held against them in amounts up to 350,000,000 ounces. The Act 

provided that any s i lver sold must be repurchased later in corresponding 

amounts at $1 per ounce. 

The United States Government, acting under these provisions, melted 

down 200,000,000 ounces of s i lver dollars held under the s i lver cert i f i cates 

and sold this amount to the Government of Great Britain, for the use of 

the Government of India, at $1 per ounce. The si lver cer t i f i ca tes retired 

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



' ' 8 6 6 

X-6840 

-13-

were replaced by Federal Reserve notes secured by United States c e r t i f -

icates of indebtedness or United States two-year gold notes. As the 

s i lver was repurchased from time to time later , the Federal Beserve 
• 

notes were retired. 

OOaOLLAP.IES TO FINANCIAL C0ITT30L. 

Because of the fact that the Government preempted the security 

markets, and further because of the fact that i t exercised some measure 

on control of private finance through the Capital Issues Committee, and 

a very def inite control of private operation through the control of men 

and material, as previously mentioned, i t became necessary for the Govern-

ment to set up various bodies which could aid directly or indirectly in 

private, or combined public and private, financing of operations nec-
* > 

essary or contributory to the prosecution of the war. Such bodies in-

cluded the War Credits Board and the wax Finance Corporation. The War 

Trade Board, while functioning primarily for the purpose of regulating 

import and export of commodities and preventing trade with the enemy, 

had an incidental relation to financial control because of the bearing 

of foreign trade on foreign exchange. Various auxil iaries of the Govern-

ment were also empowered to make advances of Government funds in the form 

of loans for the purpose of assist ing private enterprise in specif ic 

cases, as, for example, the Emergency Fleet Corporation. 

W CREDITS BOARD. 

Previous to the war, the law provided that payments on government 

contracts could not exceed the value of services rendered or goods 
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delivered prior to such payment. In the early Stages of the war, this 

situation was met temporarily by furnishing contractors raw materials 

and f a c i l i t i e s . However, i t became obvious that private finance could 

not be depended upon for t h e : f a c i l i t i e s , supplies and working capital 

required in so large a volume for the manufacture of munitions under 

government contracts. This was partly for the reason that the markets 

for private issues were so largely preempted by the Government's own 

operations, and partly for the reason that a considerable measure of 

risk was necessarily involved in financing the construction and opera-

tion of plants intended primarily, and often solely, for war purposes. 

The situation was met by an Act passed October 6, 1917, which author-

ized the Secretary of War and the Secretary of the liavy to make ad-

vance payments to contractors in amounts not exceeding 30$ of the con-

tract price of supplies purchased 11 during the period of the existing 

emergency". This authority in ef fect suspended for the period of the 

war the provisions of existing law with respect to advances against 

contracts by the ITavy or War Departments. 

In order to make possible the necessary control of advances under 

the authority thus conferred, the War Department organized the War 

Credits Board, which, during the period of i t s active existence, approved 

advances of approximately $2.48,000,000, and collected a l l but about 

$1,000,000. As the amount advanced represented only about 1$ of the 

total expenditures of the United States Government in i t s own operations 

during the war, i t i s obvious that the resources of the contracting 

firms, together with such assistance as they were able to obtain from 

private sources, were suf f ic ient to cover the greater part of their 
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» requirements. However, a large part of the money expended by the Govern-

ment was for operations under i t s own control and ownership, so that the 

percentage i s not the f u l l measure of the importance of the transactions 

of this financing agency. 

The War Credits Board found i t s e l f involved rather unexpectedly in 

the ID road general problems of financial control on account of interest 

rates, in that in the beginning advances were made at 5$ interest , where-

as in time the interest rates through ordinary banking channels became 

much higher. There was therefore a tendency for contractors to draw away 

from well established banking credit channels and resort to loans from the 

War Credits Board as a matter of monetary saving rather than war emergency. 

As the Board was not seeking to attract business by low interest rates, 

this situation later was met by monthly revision of interest rates in con-

sultation with the Treasury. 

Looking back over the history of our participation in the war, i t 

would appear that the War Credits Board performed a necessary function 

and that a similar organization is perhaps fundamental to the successful 

financing and financial control of large-scale war operations. The ac-

t i v i t i e s of the War Credits Board, and the volume of advances handled by 

i t , would have increased progressively with the further duration of the 

war, and no doubt there would have arisen many new problems to face. 

WAR FIUMCE CORPORATION. 

With the operations of the Government i t s e l f financed by Government 

funds, and with munitions contractors assisted by the advances of the 

War Credits Board, i t became necessary to consider some of the increasing 

problems of finance encountered by private enterprise necessary or 
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contributory to the prosecution of the war., whose capital requirements 

were being met by sale of securities to the public, in a market becoming 

increasingly narrower as a result of the preemption of such markets for 

Government issues. It was thought that this might be accomplished, by set-

ting up f a c i l i t i e s through which banks could, in e f fec t , rediscount the 

longer term issues of private enterprises through a Government-owned cor-

poration, just as the short-term obligations of commerce were rediscounted 

through the Federal Reserve Banks. It was also realized that in certain 

cases direct assistance might have to be given to private enterprise. 

Therefore, by act of April 5, 1918, the #ar Finance Corporation was 

created. It was empowered and authorized (Section 7) to make advances for 

periods not exceeding f ive years to banks, bankers or trust companies in 

the United States which after the entry of the United States into the war 

had made, and had outstanding, loans to persons, firms, corporations or 

associations conducting established and going businesses in the United States, 

and whose operations were necessary or contributory to the prosecution of 

the war, such advances to be limited to 75% of the face value of the loans 

made by the bank. Similar loans could also be made to banks, bankers, or 

trust companies on bonds purchased from customers engaged in necessary or 

contributory operations, algio limited to 75%. There was, however, a pro-

vision authorizing loans to banks, bankers or trust companies up t o 100% of 

the face value of loans made by them i f at least 33% additional security was 

provided, the corporation to retain power to require additional security 

at any time. 

There was a further provision (Section 8) permitting advances to 

savings banks and to building and loan associations, this on the theory 
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that savings "banks might otherwise find i t necessary to real ize on their 

investments in a depressed "bond market. 

A further section (Section 9) provided that the corporation should 

"be empowered in exceptional cases to make advances directly to any per-

son, firm, corporation or association conducting an established and go-

ing business in the United States whose operations were necessary or 

contributory to the prosecution of the war, for periods not exc eeding 

f ive years from the date of such advances, "but only for the purpose of 

conducting such business in the United States, and only when in the 

opinion of the Board of Directors of the Corporation, such person, firm, 

corporation or association was unable to obtain funds upon reasonable 

terms through banking channels or from the general public. 

In considering the broad problems of war finance and financial 

control, i t i s interesting to note how clearly the operations of the War 

Finance Corporation show the impossibility of foreseeing even for the 

immediate future just what the needs of the country and i t s business wi l l 

be, and just how they wi l l be distributed. For example, the underlying 

theory of the Act, as stated above, was that the Corporation would be 

used primarily to serve as a rediscounting medium for the longer term 

obligations of banks, presumably secondarily to protect savings banks, 

and f ina l l y , in exceptional cases, to make direct advances. 

However, the Corporation loaned under i t s war powers a total of $306,-

756,020, of which only $4,718,377 was to banks, bankers and trust companies 

under Section 7, and only $550,000 to savings banks or building and 

loan associations under Section 8. The balance, $301,487,643, or about 

98$ of the tota l , was loaned under the exceptional case clause, Section 9. 
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It appears that developmentfe diffftfed ftfom the fundamental theory of the 

Act, and that the exceptional case was the rule, and the basic case the 

exception. As to this , however, i t should be noted that the operations 

of the war ended comparatively soon after the establishment of the Cor-

poration, and a continuance of war operations for several years might have 

made a very different picture. In planning for the future, therefore, 

I think consideration should be given to the advisability of making pro-

vision for both classes of cases in any similar legislation* 

The advances made during the war, or in connection with commitments 

made during the war, under the exceptional case clause, directly to per-

sons, firms or corporations, included $39,797,400 to public u t i l i t i e s , 

$23,814,674 to industrial corporations, $25,211,500 on warehouse receipts, 

and $7,827,278 in catt le loans. Advances under the exceptional case 

, clause also included $204,794,520 to railroads under federal control after 

the Armistice. These figures i l lustrate the division of the Corporation's 

a c t i v i t i e s under the war-time provisions. 

The Corporation also, during the war period and for more than a 

year thereafter, acted as the agent for the Treasury in the purchase of 

Government bonds for the sinking fund or for the purpose of steadying 

Government bond markets. At one time, the Corporation had need for more 

funds than i t s entire capital stock issue of $500,000,000 subscribed by 

the United States Government, and on April 1, 1919 issued $200,000,000 of 

bonds, which were redeemed on maturity, April 1st , 1920. The Corporation's 

powers were extended after the war to enable i t to ass i s t in financing ex-

ports of American products and to render aid to agriculture. 

The accomplishments of the War Finance Corporation, both during the 
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war and in the period of recohftruction immediately following, are not 

to be measured alone "by the actual number of dollars advanced in loans. 

The psychological value of i t s operations was even greater than the dol-

lar value involved; for the knowledge that funds were available in an 

emergency from this Government-owned corporation gave a greater confidence 

to private finance and made possible the placing of loans through private 

channels to an extent, and on terms, which would have been impossible 

otherwise. 

WAR TRADE BOARD. 

The operations of the War Trade Board had a bearing on the subject 

under consideration. The essential functions of this Board were the 

commercial isolation of the enemy by control of our exports to border 

neutral nations, the financial isolation of the enemy by control of 

enemy goods or credits in or with the United States or i t s c i t izens , the 

provision of essential supplies by conservation of domestic resources 

and maintenance of essential imports and the conservation of ocean 

tonnage through import and export restrict ions and bunker control. 

In addition, i t served indirectly as a price f ix ing agency, in that 

price agreements or Government options were often attached to import 

l icenses . 

It i s obvious that the operations of the %r Trade Board had an im-

portant bearing on financial control in that import and export movements 

are directly involved in considerations of foreign exchange. The isolation 

of the enemy from a financial standpoint also formed a part of financial 

control. However, the problems involved in the import and export of coin, 

bullion or currency, were handled by the Treasury and not by the War Trade 

Board, 
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OTHER AGMCI3S. 

While many Government agencies other than the ?ar Department or the 

Navy Department made large expenditures of Government flands, such as the 

Shipping Board, Emergency Fleet Corporation, Housing Corporation and Grain 

Corporation, a review of their operations goes too far a f i e ld for the 

scope of this discussion. 

CONCLUSIONS. 

The principal conclusions to be drawn from the experiences Of the 

United States Government in the ^orid War, from the standpoint of f in -

ance and financial control, can be summarized very brief ly: 

To begin with, i t i s obvious that finance i s not the controlling 

factor in war. To the extent that men, material and morale are avail-

able, the operations of war wi l l be financed to the utmost l imit of 

these fundamental resources in one way or another and the l imit wil l 

not be imposed by any financial considerations, except so far as 

financial considerations re f lec t the resources, or the lack of re-

sources of men, material, and morale*. 

The detai ls of financing and financial control cannot be planned 

in advance, for the reasoft that i t wil l depend upon the kind and scope 

of the war and the economic, social and po l i t i ca l conditions of the 

nation involved, and at the time. Furthermore, financial problems do 

not function l ike automatic machines under the hand of any operator, 

but, even more than any other phase of the war problem, their success-

ful solution i s dependent upon the men available to operate the finan-

c ia l agencies. Therefore, to a considerable measure, financial agencies 

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



X-6840 3 7 4 . 

and controls inust be adjusted to the men who are available to operate 

them. 

By this , I mean that the circumstances under which the country-

enters the war, the area Of the war, and the fact that men function 

more e f fec t ive ly and e f f i c i e n t l y in carrying out plans, at least some 

considerable part of which originate in their own minds, than they do 

in executing r ig idly f ixed plans prepared in advance. 

Finally, one of the most important lessons of the last war, from 

the financial aspect and from many other aspects, i s that the known 

and certain needs of war should not be confused with the unknown and 

uncertain problems of succeeding peace-times, for otherwise the 

e f f i c i ent prosecution of the war i s handicapped and the permanent pro-

blems of peace are complicated. 
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FEDERAL HESEBVE BAM 

OF NEW YOBK 

January 23, 1931. 

Walter W!yatt, Esq., General Counsel, 
Federal Reserve Board, 

Washington, B.C. 

Dear Mr. Wyatt: 

I am enclosing a copy of the opinion of Judge Coleman in 
the case of Greenough v. Monroe, et a l . , in the United States Dis-
tr ic t Court for the Southern District of New York, in which I think 
you wi l l he interested. The case involved acceptances of a private 
banking firm which had fa i led . The court granted a motion, made by 
the importer who had arranged a credit, for leave to pay the re-
ceiver of the accepting bankers the amount due such bankers under 
the terms of trust receipts, such payment to be made under a pro-
vis ien that the money be impressed with a trust for the payment of 
the acceptances. The decision i s based on the ground that while the 
goods en which the acceptances were based remained in specie, or 
while their proceeds were held in a separate fund, the accepting 
bankers had rights in such goods or proceeds solely as security for 
their reimbursement, and that the importer, and the vendors (who 
were also the drawers of the acceptances), became subrogated to the 
acceptors' rights in such security. By way of dicta the court ex-
pressed i t s opinion that the accepting bankers were not trustees of 
an express trust for the importer or for the vendors or for the 
holders of the acceptances, and that the importer would not be l iable 
to the vendors in an action at law upon the contracts of sale . 

It seems to me that both the decision and the dicta are 
correct. We understand that the decision wi l l be appealed. 

Very truly yours, 

(S) Walter S. Logan, 
Deputy Governor and General Counsel. 

Encl. 
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UNITED STATES DISTRICT COURT 

Southern District of New York 

CHARLES W. GR2EN0UGH, 

Complainant 

-against-

HENRY MUNROE, STEPHEN GALA.TTI, 
LOUIS de KERMA.INGAKT and JULES 
EMY, individually and as co-
partners doing business under the 
firm name and style of 
John Monroe & Company. 

Defendants 

No. E56 - 230 

Opinion No. 6233 

In Equity, Petition of Olivier Straw Goods 

Corporation for a direction to the receiver of the de-

fendants to make certain disposition of assets of the 

estate; Chartered Bank of India, Australia & China 

intervening and joining in the same prayer for r e l i e f . 

Hunt, Hi l l & Betts, (John W. Crandall) 
For Petitioner 

Duer, Strong & Whitehead (Seldon Bacon, of counsel) 
For Intervener 

Zalkin & Cohen, (Nathan Coplan, of counsel) 
For Receiver 

F. J. Coleman, J. 
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MEMORANDUM 

A receiver of the defendants having been appointed 

in this creditor's action, the Olivier Straw Goods Corpora-

tion petit ions for re l ie f founded upon the following fac ts , 

and the Chartered Bank of India, Australia & China, inter-

vening, joins in the prayer: 

The defendants were a firm of private bankers in 

New York and the petitioner was one of their customers 

engaged in importing. In order to arrange for payment 

of goods purchased in the Far Bast, the petitioner caused 

the defendants to issue f ive irrevocable le t ters of credit 

to the vendors in the Orient. The latter drew drafts upon 

the defendants under the le t ters of credit and discounted 

them, accompanied by b i l l s of lading, e t c . , with certain 

Oriental banks. The drafts and b i l l s of lading, etc. , 

were forwarded to New York by their holders and presented 

to the defendants who accepted them retaining the b i l l s 

of lading and other accompanying documents but returning 

the drafts to their holders in New York. Thereafter, in 

order to make the goods available to the purchaser, the 

defendants turned over to the petitioner the b i l l s of 

lading and other accompanying documents taking back trust 

receipts under which t i t l e to the goods or their proceeds 

was retained by the defendants unti l certain payments 
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were made by the petitioner. Between the time when the 

defendants delivered the "bills of lading to the petitioner 

and. the date for payment "by the petitioner to the defendants 

the present action was "brought and a receiver of the 

defendants appointed. 

Petitioner now asks for leave to pay the receiver 

the amounts due to the defendants under the trust receipts, 

but with a provision that the monies be held in trust for 

the payment of the drafts; or in the alternative that the 

petitioner be permitted to pay the drafts in the hands of 

their holders and to obtain the trust receipts from the 

receiver. The intervener, the Chartered Bank of India, 

Australia & China, i s the holder of some of the drafts and 

joins in the prayer. If the re l ie f i s granted the holders 

of the drafts wi l l receive f u l l payment of the.r claims 

against the defendants whereas other creditors wi l l 

receive merely such dividend as may ultimately be declared 

upon a distribution of the estate. The petitioner 

contends that i f the application i s denied the petitioner 

may be subjected to a double l i a b i l i t y , f i r s t to the receiver 

upoi* the trust receipts and in the second place to the 

Oriental vendors upon the original contracts of purchase. 
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It i s undisputed that a present l i a b i l i t y on 

the part of the petitioner to either the vendors or to 

the holders of the drafts would ent i t le the petitioner to 

the re l i e f asked. The petit ioner, however, i s not l iable 

to the holders because i t s name i s not on the drafts: and 

an extremely doubtful question is presented as to whether 

i t i s l iable to the vendors. It i s further contended that 

even in the absence of such l i a b i l i t y the re l ie f should be 

granted on either of two grounds; f i r s t , that the documents 

made the defendants trustees of an express trust to hold the 

goods or their proceeds for the payment of the drafts: or 

second, that the equitable principals of subrogation ent i t le 

the vendors or the holders of the drafts to have the goods, 

or such proceeds as axe s t i l l held separate applied in 

payment of the drafts. 

Considering the transactions more in deta i l , 

i t appears that the petitioner on making application for 

the l e t ters of credit agreed with the defendants to pay 

them suff ic ient amount in cash to cover a l l drafts 

drawn under said credits All sight drafts 

to be paid on demand, a l l acceptances to be paid one day 

prior to maturity or in time to reach the place of payment 

in the regular course of the mails one day prior to maturity." 
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Petitioner further agreed " that the t i t l e ti> a l l property 

pledged, purchased or shipped under each of said credits 

and the proceeds thereof shall be and remain in 

you (the defendants) until a l l drafts under said credits 

and other Indebtedness to you shall be paid." 

The le t ters of credit sent to the vendors stated 

that an irrevocable credit was opened by the defendants 

"for account of Olivier Straw Goods Corporation, New York, 

(petitioner) available by your (the vendor's) drafts 

on us at four months sight to be accompanied by b i l l s of 

lading," etc. The let ters of credit further provided that 

the bankers "agree that the holders of Drafts drawn under 

and in compliance with the terms of this credit that the 

name shall be duly honored on due presentation and delivery 

of documents as specified ." 

When the defendants accepted the drafts and re-

tained the accompanying b i l l s of lading they notif ied their 

customer, the petitioner, and received from the latter an 

acknowledgment reading: "We (the petitioner) agree to re-

imburse you on or before maturity for the following 

acceptances." When the defendants delivered the b i l l s of 

lading to tlje petitioner they received trust receipt pro-

viding that in consideration for the delivery of the b i l l s 
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Of lading the petitioner 

"agrees to hold said credits as the property of 
John Munroe & Company and always capable of sepa-
ration, identif ication and location as such unti l 
the acceptance of (the draft) given or to be 
given as the purchase money of said merchandise 

shall have been paid John Monroe & Company 
with l iberty, however, to se l l the same or a 
portion thereof for the account of John Munroe & . 
Company. We agree to pay over, endorse and de-
l iver to John Munroe & Company a l l proceeds of sales 
of every account as soon as received to apply when 
paid against the acceptance. We further agree 
that the said credits and proceeds thereof shall 
be deemed security to John Munroe & Company for 
any other indebtedness which may now or at any 
time hereafter exist . . . . . . . The intention of this 
agreement i s to protect, and preserve unimpaired 
the t i t l e of John Munroe & Company to said mer-
chandise" . 

The petitioner has sold some of the goods held 

under the trust receipts and s t i l l possesses the balance 

in specie. The goods and the proceeds which are s t i l l 

held by the petitioner are ample to cover a l l the outstanding 

drafts. 

The sales by the vendors in the Far East to the 

petit ioner were arranged by cable and le t ter and were in 

most instances f ina l ly confirmed in abbreviated memoranda 

which br ie f ly mention quantities, prices, payments, ship-

ments, etc. In some instances an item read: "Payment: 

draft at 4 m/3 under le t ter of credit". In other instances 

the corresponding item read: "Terms; Irrevocable l e t t er 

of credit to be opened by cable immediately at 
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120 days sight in favor of (vendor) for the f u l l amount 

of this order"; In s t i l l other instances the item read? 

"Terms of payment" Letter of Credit to be established in 

favor of (vendor)". In s t i l l other instances there was 

no formal memorandum of confirmation, but a cablegram con-

st i tut ing oart Of the contract of sale contained the 

direction "open le t ter of credit by telegraph". 

Some of the contracts of sales were made before 

the issuance of the respective le t ter of credit and some 

were made after. In no case did the contract of sale 

mention what banker was to issue the le t ter of credit nor 

what terms i t was to have except the time of the drafts. 

In no case, however, did the vendor part with t i t l e to the X 

goods unti l he received the le t ter of credit and accepted 

i t by drawing a dr.aft against i t . 

It thus appears that each entire complicated 

transaction consisted of a sale by the merchant in the 

Orient to the petitioner wherein the defendants were used 

as a conduit for the transference of both the t i t l e and 

the purchase iponey. While t i t l e was given to the defendants 

i t was done solely to secure their reimbursement. I do not 

think the defendants were trustees of an express trust 

for the petitioner or for the vendors or for the holders 
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of the drafts: but on the other hand while the goods re-

mained in specie or their proceeds were held in a separate 

fund, defendants' rights in them were limited to security 

for reimbursement. The transaction was not, as the re-

ceiver contends, in e f fect a sale by the vendors to the 

defendants and a resale by the latter to the petit ioner. 

I do not think i t i s necessary to decide whether 

in an action at law the petitioner would s t i l l be l iab le 

to the vendors upon the contracts of sale, though I believe 

i t would not be. The absence of such legal l i a b i l i t y , 

however, should not prevent a Court of equity from pro-

tecting the rights of the vendors and the holders of the 

drafts i f by subrogation they have any interest in the 

goods or the separate fund arising from the proceeds. 

In Cat sk i l l National Bank v. Dumary 206 IT. Y. 

550 the New York Court of Appeals la id down principles 

of subrogation which I think are applicable to the present 

case. The defendants and the vendors are both l iable on 

the drafts \o the present holders, and the vendors acting 

under an agreement with the petitioner gave the defendants 

t i t l e to the goods merely for the purpose of securing their 

reimbursement for that l i a b i l i t y . In view of the defendants' 

default on their l i a b i l i t y , I believe a Court of equity 
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should subrogate the vendors and the holders to the de-

fendants' rights in such security as i s s t i l l intact, in-

cluding the goods in specie and the proceeds held in a 

separate fund. This rule was applied in a very similar 

case in Ex Parte Dever, in re Suse, 13 Queens Bench Divi-

sion 766, where a vendor (W. B. Sentance) the drawer of 

the drafts and remitter of the goods was held entit led 

to such goods as were s t i l l in specie in the hands of -the 

insolvent acceptor. The rule would, of course, be different 

i f the goods had been sold and the proceeds mingled with 

defendants' general assets , (Taussig v. Carnegie Trust Co. 

156 App. Div. 519) 

I, accordingly, grant the motion to the extent 

of permitting the petitioner to pay the receiver under a 

provision that the money be impressed with a trust for a 

payment of the drafts. 

Frank J. Coleman 

U.S.D.J. 

January 5, 1931 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6842 

March 18, 1931. 

SUBJECT: Holidays daring April , 1931. 

Dear Sir: 

The Federal reserve tanks and "branches l i s t e d "below 
w i l l "be closed on the dates spec i f ied , during April , 1931, 
account holidays: 

Friday 

Monday 

Monday 

Monday 

Wednesday 

Monday 

Tuesday 

April 3 

April 6 

April 13 

April 13 

April 15 

April 20 

April 21 

Philadelphia 
Pittsburgh 
Baltimore 
Hew Orleans 
Nashville 
Jacksonville 
Havana Agency 
Memphis 
Minneapolis 

Detroit 

Charlotte 

Birmingham 

Salt Lake City 

Boston 

Dallas 
El Paso 
Houston 
San Antonio 

Good Friday 

Election Day 

Halifax Day 

Birthday of Thomas 
Jefferson 

Arbor Day 

Patr iot ' s Day 

San Jacinto Day 

Wednesday April 22 Omaha Arbor Day 

Monday April 27 Atlanta 
Birmingham 
Jacksonville 

Southern Memorial Day 
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On the dates indicated', the o f f i ces affected wi l l 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, and make no shipments of Federal reserve notes, f i t or 
unf i t , for account of the head of f i ces concerned on the 
holidays mentioned. 

Please notify "branches. 

Very truly yours, 

J. C. Jfoell, 
Assistant Secretary. 

TO GOVERNORS OF ALL F. B. BAEKS. 
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FEDERAL RESERVE BOARD 
387 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-6843 

March 18, 1931. 

SUBJECT; Increase in Federal reserve note printing charge. 

Dear Sir; 

The Bureau of Engraving and Printing advises that 

on account of the Saturday half-holiday Act of March 3, 1931, 

increasing the non-productive time of employees of the Bureau 

with f u l l pay by seventeen and one-half days a year, the cost 

of producing Federal reserve notes has been increased $3.00 

per 1,000 sheets, and that i t w i l l , therefore, be necessary 

to increase the charge for notes, e f f ec t ive March 1, 1931, 

from $92.45 to $95.45 per 1,000 sheets. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

TO THE GOVERNORS OF ALL F. H. BANKS. 
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FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

SUBJECT: Continuation Cert i f icates as to Bonds of Federal 
Reserve Agents and Assistant Federal Reserve Agents. 

Dear Sir; 

It has teen the practice in some crises , when premiums are 
paid upon "bonds of Federal reserve agents, or assistant Federal re-
serve agents, for the surety company to issue what i s known as a 
"continuation cer t i f i ca te" . This continuation c e r t i f i c a t e s tates 
that in consideration of the sum paid, the surety company "hereby 
continues in force" the bond in question "for the extended term 
"beginning" on a certain day and ending one year thereafter . This 
c e r t i f i c a t e i s signed by the corapary's attorneys in fact and in 
some cases the signatures of such attorneys in fact are.witnessed. 

The acceptance of such a continuation c e r t i f i c a t e might be 
regarded as an agreement or understanding that the e f f e c t i v e period 
of the bond i t s e l f should terminate on the date of expiration stated 
in the c e r t i f i c a t e . The standard form of bond heretofore approved 
by the Federal Reserve Board does not contain any expiration date but 
runs for an indef in i t e period, and i t i s important that there be no 
confusion on this point. A modification of the provisions of the 
standard bond through the acceptance of yearly continuation c e r t i f i -
cates might have the e f fec t of jeopardizing or complicating the 
enforcement of the l i a b i l i t y of the surety company on the bond. 

The Federal Reserve Board desires that in the future such 
continuation c e r t i f i c a t e s as to surety bonds should not be accepted 
and that in l i e u thereof simple receipts for payment of premiums due 
be taken. If a continuation cer t i f i ca te of the kind described above 
has been heretofore accepted with regard to any bond now outstanding 
covering yourself or any of your ass i s tants , i t i s requested that a 
new bond be executed at th i s time in each such case. This procedure 
w i l l eliminate any possible confusion or uncertainty in th i s matter. 

By order of the Federal Reserve Board. 

Very truly yours, 

B. M. McClelland, 
Assistant Secretary. 

WASHINGTON 
X-6845 

March 19, 1931. 

TO ALL FEDERAL RESERVE AGENTS EXCEPT HEW YORK. Digitized for FRASER 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6846 

March 20, 1931. 

SUBJECT: Expense, Main Line, Leased Wire System, 
February, 1931. 

Dear Sir: . 

Enclosed herewith you w i l l f ind two mimeo-
graphed statements, X-6846-a and X-6846-b, covering 
in deta i l operations of the main l i n e , Leased Wire 
System, during the month of .February, 1931. 

Please 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, Special Fund", Leased Wire System, sending 
duplicate C/D to the Federal Reserve Board. 

Very truly yours, 

Fiscal Agent. 

Enclosures. 

TO GOVERNORS OF ALL F. R. BANKS EXCEPT CHICAGO. 
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r-6246-a 
REPORT SHOWING CLASSIFICATION AND NUMBER OP WORDS TRANSMITTED OVER MAIN LINE 

OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF FEBRUARY, 1931. 

Business Words sent by Net Federal Percent of to ta l 
reported New York charge- Reserve bank business (*) 

by able to otuer Bank 
Firom banks F. R. Banks ( l ) business 

Boston 22,693 2,073 24,766 3 . 3 1 
Sew York 108,810 - 108,810 14-53 

"Philadelphia 28,611 1,113 29,724 3-97 
Cleveland 67,843 2,225 70,068 9-35 
Richmond 4 9 , 6 7 1 1,235 50,906 6 . 8 0 

•At lanta 51,221 6,349 57,570 7-69 
Chicago 79,605 2 , 3 6 7 81,972 10.94 
St . Louis 66,144 2 , 0 6 6 68,210 9 - H 
.Minneapolis 25,733 2,745 28,478 3-80 
Kansas City 73,93% 2,060 75,994 10 . l4 
Dallas 58,685 8,822 67,507 9-01 
San Francisco 81,497 3,542 85,039 H•35 

T o t a l 7 1 4 , 4 4 7 3 4 , 5 9 7 7 4 9 , 0 4 4 1 0 0 . 0 0 

F. R. Board business .248,073 997,117 

Treasury Department business Incoming and Outgoing 84,968 

Total words transmitted over main l i n e s . . . . . . . 1,082,085 

(*) These percentages used in calculating the pro rata share of leased wire expense as shown 
on the accompanying statement (X-6846-b) 

( l ) Number of words sent by New York to other F. R. Banks for the ir sole benefit charged to 
banks indicated in accordance with action taken at Governors' Conference 

November 2 - 4 , 1925• 
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REPORT OP EXPENSE MAIN LIME 
FEDERAL RESERVE LEASED 71 EE SYSTEM, FEBRUARY, 1931. 

x-6s46-"b 

Name of Dank 
Operators' Operators' 

Salaries Overtime 
Wire 

Rental 
Total 

Exoenses 

Pro Rata 
Share of 
Total 

Expenses Credits 

Payable to 
Federal 
Reserve 
Board 

Boston $ 2 6 0 . 0 0 $ $ - $ 260.00 ! 1 713,43 $ 260.00 5 fc 453.43 
New York 1,134.14 - - 1,134.14 3,131.74 1,134.14 1,997.60 

•Philadelphia 225 .OO 225.00 855-68 225.00 6 3 0 . 6 8 
Cleveland 306.66 - — 306.66 2,015.27 306.66 1,708.61 
Richmond 190.00 230.00(&) 420.00 1,465.65 420.00 1,045.65 
Atlanta 270.00 - - 270.00 1,657.47 2 7 0 . 0 0 1,387-47 
Chicago 3 .700 .47( f ) 6 . 0 0 - 3,706.47 2,357.97 3 , 7 0 6 . 4 7 i_,348.50(*) 
St. Louis 195-00 - — I95.OO 1,963.54 1 9 5 . <70 1 , 7 6 8 . 5 4 
Minneapolis 200.00 - 200.00 819.04 200.00 6 1 9 . 0 4 
Kansas City 2 8 7 . 5 0 - - 287-50 2,185-54 287-50 1,898.04 
Dallas 2 5 1 . 0 0 - 251.00 1,941.98 251.00 1 , 6 9 0 . 9 8 
San Fra-nd. sco 380.00 — — 350.00 2,446.34 320.00 2 , 0 6 6 . 3 4 
Federal Reserve Board — — $15,754.55 15,754.55 t - - - • 

Total $ 7,399-77 $ 6 . 0 0 $ 15,984.55 $ 23,390.32 $ 21,553.65 $ 7,635.77 $ 1 5 , 2 6 6 . 3 8 
l ,S36.67(a) 

$ 21,553.65 

1,348.50(b) 

$ 13,917.88 

(&) Main Line rental , Richmond-Washington. 
(#) Includes sa lar ies of Washington operators. • 
(*) Credit. 
(a) Received $ 1 , 8 3 6 . 6 7 from Treasury Department covering "business for the month of February, 1931. 
(b) Amount reimbursable to Chicago. 

CO 
CD 
K 
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X-6849 

Copy of l e t ter received from 

COLQUITT, PARKER, TBOOTMLN & ARKWRIGHT 
ATTORNEYS AT W 

AT1MEA, GA. 
March 26, 1931 

Mr. Ward Albertson, 
Asst. Federal Reserve Agent, 
Federal Reserve Bank of Atlanta, 
Atlanta, Georgia. 

Dear Mr. Albertson: 

You have advised that the original Charters of certain member "banks in-
corporated, respectively, under the laws of Alabama and Georgia were limited 
"by their terms to expire at various dates since such hanks were admitted to 
membership. 

These "banks are s t i l l in business and are s t i l l members of the Federal 
Reserve System. 

The FederaltReserve Board has inquired whether upon the expiration of the 
original Charters, the some were renewed or whether new Charters were obtained 
and new corporations farmed to take over the affairs of the old corporations. 

You have furnished me with copies of the proceedings for the renewal of 
the Charters of the following named banks: 

Birmingham Trust & Savings C. 
Bank of CommePG&* 
Marion Central Ban&, 
Peoples Bank 4TTrust Company, 
Georgia Savings Bank & Tr. Co. Atlanta, 
Citizens Banking Company, 
LaGrange Banking & Trust Co., 
B$nk of Mi l ien , 
S&vaonrvh Bank & Trust Co. 
Marion County Banking Co., 

I have examined the copies furnished and give i t as my opinion that in 
each instance the bank obtained a renewal of i t s exist ing Charter under a 
statute providing for such renewal and preserved the corporate existence for 
an additional term. 

I am of the opinion that each of the banks mentioned above i s the same 
corporation which originally applied for and obtained stock in the Federal 
Reserve Bank. In none of the cases mentioned has there been any break of 
continuity of corporate existence. 

Very truly yours, 

RSP/w. (Signed) Robt S. Parker. 

P. S . i Your f i l e i s returned herewith. 

Birmingham, Ala. 
Clayton, « 
Marion, it 
Selma, ft 
Atlanta, Ga. 
Eastman, *t 
LaGrange, it 
IE l ien, ft 
Savannah# tt 
Guin, Ala. 

(Original of above f i l e d under: 411. Charters, State Banks, Expiration o f , e t c . ) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-6850 

Apr i l 1 , 1931, 

SUBJECT} Code words to cover t e legraphic t r a n s -
ac t ions in Treasury B i l l s . 

Dear S i r ; 

In connection v i t h te legraphic t r ansac t ions in 
Government s e c u r i t i e s be t reen Federal reserve banks, 
the fo l lowing code vords have been designated to 
cover new i s sues of Treasury B i l l s : 

"NOXBALERS" Ser ies dated Apri l 2, 1231 
and maturing Ju ly 1, 1931. 

"NOXBAND" Ser ies dated April 3, 1931 
and maturing J u l y 2, 1931. 

These words should be in se r t ed in the Federal r e -
serve te legraph code book, fol lowing the supplemental 
code word "NOXBADY", on page 172. 

Very t r u l y yours. 

J . C. Noel l , 
Ass i s tan t Secre tary . 

TO GOVERNORS OP ALL F. H. BANKS. 
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C O P Y X-6851 

March 31, 
1931. 

Mr. Walter S. Lo^an, 
Counsel and Deputy Governor, 
Federal l e se rve Bank of New York, 
New York City. 

My dear " ' a l t e r • 

I have received your l e t t e r of March 26th reques t ing my 
views on the quest ion whether Section 11 of the Uniform Bank Col lect ion 
Code (Section 350j of the Hew York Negotiable Instruments Law), g iv ing 
the c o l l e c t i n g bank the option to t r e a t a check as dishonored when the 
drawee's remi t tance d r a f t t he r e fo r drawn on another bank i s not pa id in 
due course, would be held to be appl icable to na t iona l as v e i l as S ta te 
banks. 

As I t o l d you over the telephone yesterday a f t e rnoon , I am 
inc l ined to agree with your view tha t t h i s sec t ion does not c o n f l i c t in 
any way with any prov is ions of the na t iona l Bank Act and tha t i t would 
be app l icab le to checks drawn on na t iona l banks. I t seems to me tha t 
i t deals only with the r e spec t ive r i g h t s , du t i e s and l i a b i l i t i e s of 
the drawer, drawee, endorsers and holders of such check and i s not in -
tended to i n t e r f e r e with the r a t a b l e d i s t r i b u t i o n of the a s s e t s of an 
insolvent na t iona l bank which i s required by the provis ions of the Na-
t iona l Bank Act. I t i s t rue tha t i t contemplates t h a t , where such a 
check has been charged to the drawer 's account, the e n t r i e s w i l l be 
reversed thus increas ing the amount of the drawer 's claim aga ins t the 
insolvent bank. This , however, merely has the e f f e c t of t r a n s f e r r i n g 
the claim of the holder of the check back to the drawer, where i t be-
longs; i t does not diminish the a s se t s of the bank nor increase i t s l i a -
b i l i t y ; and i t does not give any one a p r e f e r r e d claim aga ins t the bank. 
Off hand, the only way in which I can see tha t i t w i l l e f f e c t the l i -
quidat ion of the bank wi l l be by increas ing the o f f s e t of the drawer 
of the check aga ins t any indebtedness he has to the bank. 

I have discussed t h i s subject b r i e f l y " i t h Mr. Await and 
Mr. Barse; but t h i s question was e n t i r e l y new to them and they were 
unwi l l ing to express any opinion on i t u n t i l they had had time to 
g ive i t c a r e f u l study. As soon as I hear from them, I sha l l communi-
ca t e with you. 
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Mr. Walter S. Logan. 

In the meantime, I am sending a cooy of your l e t t e r to 
Counsel f o r each of the other Federal reserve "banks v i t h a reques t f o r 
an expression df t h e i r views On the question which you have r a i s e d 
and f o r a c i t a t i o n of any a u t h o r i t i e s they may know of vfhich may have 
a hear ing on t h i s quest ion, t am asking them to wr i t e d i r e c t to you, 
sending me copies of t h e i r l e t t e r s . 

If I can be of any f u r t h e r a s s i s t ance to you, n l ease do 
not h e s i t a t e to c a l l uoon me. 

Cordial ly yours, 

Walter TTyatt 
General Counsel 

W 0:IC 
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C O P Y X-6851-a 

F~rr?JiL ?^STIV2 BANK 8 9 6 

of :nrr york 

March 25, 1931. 

Walter Tya t t , Esq. , General Counsel, 
Federal l e s e rve Board, 

Washington, D. C. 

Dear ' "a l t e r ; 

You w i l l r e c a l l t ha t a short time ago we exchanged l e t t e r s 
on the question of whether the provis ions of the rank Col lec t ion Code 
grant ing pre fe rences agains t closed banks were appl icable to na t i ona l 
banks. The information you gave me a t tha t time and our own examina-
t ion of some of the a u t h o r i t i e s convinced me t h a t the p rov i s ions k'ere 
not app l i cab le to closed na t iona l banks. 

I t seems to me, however, tha t the provis ions of Section 11 of 
the Bank Col lec t ion Code (which i s Section 350-j of the New York Nego-
t i a b l e Instruments law), g iv ing the co l l e c t i ng bank the opt ion to t r e a t 
an item as dishonored when the drawee's remit tance d r a f t t h e r e f o r drawn 
on another bank i s got pa id in due course, would be held to be appl icab le 
to na t iona l as well as | t a t e banks. For your convenience I quote below 
a p a r t of the sec t ion in quest ion: 

"§11. Elect ion to t r e a t as dishonored items p r e -
sented by mail . There an item i s duly presented by 
mail to the dravee or payor, whether or not the same 
has been charged to the account of the maker or draw-
er thereof or re turned to such maker or drawer, the 
agent c o l l e c t i n g bank so presen t ing may, a t i t s e l ec -
t i on , exerc i se r ' i t h reasonable d i l igence , t r e a t such 
item as dishonored by non-payment and recourse may be 
had upon pr io r p a r t i e s there to in any of the fo l lowing 
cases: 

(1) 'There the check or d r a f t of the drawee or pay-
or bank upon another bank received in payment t h e r e f o r 
sha l l not be Paid in due course; 

* * * * * * * * * * * * * * * * * * H 

This sec t ion does not c o n f l i c t r i t h any provis ion of the Na-
t iona l Bank Act so f a r as I know-; and the exercise of the option would 
not in any way harm the general c r e d i t o r s of a closed na t iona l bank, but 
would merely opera te to t r a n s f e r to the maker of the check the general 
claim which the owner of the check r.ould otherwise have against ' the c los -
ed bank. On the o ther hand, the exercise of the option would prevent any 
l o s s to the owner (unless the drarer of the check were a lso in so lven t ) , 
and vould r e s u l t in the lo s s being t r a n s f e r r e d to the maker of the check 
where in f a i r n e s s i t belongs. Moreover, and t h i s i s of course the reason 
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X-5851-a 

F~DELAL 2ESriVB 3AI-TK OF 1T3W Y03K .. 2... Walter Wyatt, Esq. March 26, 1931. 

tha t the Federal l e serve Banks a re p a r t i c u l a r l y i n t e r e s t e d in t h i s quest ion, 
by the exerc ise of the opt ion a c o l l e c t i n g bank could in most cases pro-
t e c t i t s e l f aga ins t l i a b i l i t y to the owners of the items who might claim 
tha t the c o l l e c t i n g bank had been negl igent in forwarding the items d i r ec t 
to the drawee bank in view of the drawee bank ' s condi t ion. 

I am sor ry to bother you again, but I would g r e a t l y apprec ia te 
any information or expression of opinion on t h i s po in t . I would have 
telephoned to you about t h i s , ins tead of wr i t ing , except t h a t I thought 
i t would be more s a t i s f a c t o r y from your standpoint to have a d e f i n i t e 
statement of the question I have in mind. I s h a l l , of course, be del ight-
ed to t a l k to you about i t on the telephone, and so f a r as I am concerned 
any information you can give me by telephone w i l l be j u s t as u s e f u l and 
s a t i s f a c t o r y as i f conveyed by l e t t e r . 

With be s t regards and thanking you f o r any help you can give 
me, I am 

Yours f a i t h f u l l y , 

(Signed) Walter 5. Logan, 

Walter S. Logan, 
General Counsel. 

i 
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C O P Y X-6854 
• - - u ty 

FEDERAL RESERVE BANK 
OF 

ST. LOUIS 

Apri l 1, 1931. 

Mr. Walter Wyatt, 
General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyatt: FEDERAL RESERVE SANK OF ST. LOUIS 
vs. 

RAY D. KEITH. 
Benton County National Bank, Bentonvi l le , Ark. 

mat te r . 

I was in the midst of the hear ing on the pleadings in t h i s case 
when Mr. Gilmore telephoned the contents of your telegram. Immediately 
a f t e r i t s r e c e i p t , and, be fore any hearing of testimony (and over our 
objec t ion) the case was by the Court continued u n t i l September. 

The f a c t s out of which t h i s su i t arose may be summed up as follows; 

On November 14, 1630 the Federal Reserve Bank of S t . Louis he ld the 
Benton County National Sank of Bentonvi l le , Ark. 15 day no te , dated November 
6, 1930 f o r $39,550.90 secured by e l i g i b l e paper aggregating $44,580.90 

On tha t da te , the Benton County National Bank forwarded to the Fed-
e ra l Reserve Bank $24,141.65 worth of add i t iona l c o l l a t e r a l and i t s ' 15 day 
note , of tha t da te , executed in blank, and, requested the Federal Reserve 
Bank to f i l l in the amount i t would be wi l l i ng to loan on the combined secure 
i t i e s , i . e . on the $63,722.56 worth, and, requested i t to cancel and re tu rn 
the November 5, 1930 note . The Reserve Bank f i l l e d in the new note f o r 
$55,000., being the aggregate of the old note f o r $39,550.90 and the new ad-
vance of $25,449.10 

The KEITH note sued on was included in the new c o l l a t e r a l sent in 
with the $55,000. no te , and, on the s t rength of which the $25,449.10 add i t ion-
a l amount was advanced. 

The $65,000. note was taken up a t i t s due date , fend, a new note 
taken f o r an add i t iona l amount and add i t iona l c o l l a t e r a l accompanied the new 
note . 

The Benton County National Bank closed i t s doors on the 5th of Dec-
ember, 1930, and, be fo re i t had paid off i t s 15 day note . 

At the time the Benton County National Bank closed, Mr. Keith had 
with i t a deposi t of $65. or $75; h i s mother a l i k e deposi t ; and, the 
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pa r tne r sh ip grocery s to re - o f which Keith was a pa r tne r - a l a r g e r amount. 
Upon advice of h i s counsel (a former pa r tne r of the Circui t Judge) Mr. Keith 
r e fused to nay the no te u n t i l he had received c r e d i t f o r these depos i t s . 

Sui t was f i l e d by a loca l Attorney who i s also the Attorney f o r the 
Receiver. The P e t i t i o n a l l eg ing tha t the note had been endorsed, assigned 
and del ivered to the Federal Reserve Bank, f o r value and "before matur i ty , 
and, t ha t the Federal Reserve Bank was a holder in due course. 

The ANSWER a l leged tha t the Benton County na t iona l Bank was insolvent 
a t the time the t r a n s f e r was made and tha t the t r a n s f e r was VOID under Section 
5242 of the NATIONAL BANK ACT. , 

A DEMURRER was f i l e d to the ANSWER and overruled; the Court express-
ing the view tha t the Benton County National Bank was insolvent when the note 
was t r a n s f e r r e d , and, consequently,. the t r a n s f e r was void. 

We endeavored to convince the Court tha t the Reserve Bank had a c t u a l l y 
advanced more to the Benton County National Bank on the day the KEITH note was 
taken as c o l l a t e r a l than the f ace of the c o l l a t e r a l o f f e r e d on t h a t day, in -
cluding the KEITH note ; consequently, the t r ansac t ion could not v i o l a t e the 
provis ions of Sect ion 5242 of the National Bank Act, even though the bank were 
l a t e r found to have been insolvent on the date of t r a n s f e r . He int imated tha t 
un less we amended the PETITION to show tha t we held i t as c o l l a t e r a l the PETITION 
would be s t r i cken from the records . Being s a t i s f i e d tha t we were a holder for 
value even i f the note had been taken as c o l l a t e r a l , we amended the P e t i t i o n 
in accordance with h i s suggest ions. 

Mr. K e i t h ' s Attorney then procured a Court order d i r e c t i n g the Re-
ceiver of the Benton County National Bank to b r ing the ledger and Statement 
of Condition of the bank to the Court. The Receiver t o ld the Court tha t h i s 
i n s t r u c t i o n s were not to allow such information to be given out without , 
a u t h o r i t y had been f i r s t obtained from the Comptroller and t h a t he would 
te legraph the Comptroller. 

Defendant ' s Attorney then asked fo r a continuance on the ground tha t 
he had been prevented from producing h i s evidence. At tha t time, however, the 
Court took the mat ter out of the defense At torney ' s hands and suggested "you 
do not want a continuance on t h i s ground but r a t h e r on the ground t h a t there 
has been an amendment to the Complaint - so tha t you a re unable to proceed a t 
t h i s time - " and, upon t h i s , continued the case to September. 

Defense Counsel suggested in open Court tha t he would f i l e a Counter 
claim f o r the excess c o l l a t e r a l we he ld . 

I am s a t i s f i e d the re i s no meri t in e i t he r defense; neve r the l e s s , 
when the case comes to t r i a l the Court wi l l do a l l he can aga ins t u s , and, I 
am confident the Jury w i l l f i n d agains t us; I am equally conf iden t , however, 
tha t the evidence w i l l e n t i t l e us to an in s t ruc t ed v e r d i c t , and, i f not given 
by the Tr ia l Court the Supreme Court %'ill give i t . 
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I do not be l i eve the defense i s in good f a i t h , but only f o r the pur-
pose of holding o f f these s u i t s with the hope tha t the Reserve Bank wi l l be paid 
of f and some of these notes re turned to the Receiver so t h a t s e t - o f f s w i l l apply. 

I do not be l i eve i t involves the ATTM03E and/or the LUCAS quest ions; 
ne i the r do I be l i eve a t t h i s time i t has reached System importance. If the 
threatened counter-cla im i s f i l e d , then i t may * - - - r a i s e a question of 
System importance. 

As soon as I can get them wi l l send you copy of o r i g i n a l P e t i t i o n , 
Answer, and Amended P e t i t i o n , and, as soon as we rece ive Answer to the Amended 
P e t i t i o n w i l l send you a copy, and keep you posted as to the severa l s t eps . 

How I would l i k e to be able to get in to the Federal Court on t h i s 
quest ion. 

With k indes t regards . 

Very t r u l y yours, 

(Signed) Ja s G. Mc Conkey 

J as G-. Mc Conkey, 
Counsel 

P lease r e tu rn c l ipp ings when f i n i s h e d with them. 

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



401 
X-6854-a 

From Record |3md Democrat, Bentonville, Ark. 
: — — : — - — 

Thursday» March 19, 1931. 

ECHO OF BANK FAILURE BROUGHT UP BY, SUIT 

Depositors Of Local Bank ? i l l Watch Outcome 

Of This Case With In t e r e s t 

One of the most important cases to he t r i e d at the present term of 
c i r c u i t court i s the case of The Federal Bank of St . Louis versus Bay D. Keith; 
t h i s i s a s u i t on a promissory note made by the defendant to the Benton County 
National Bank a t Bentonvi l le and which note was a l leged to have "been sold and 
t r an s f e r r ed by the Benton County National Bank to the Federal Reserve Bank of 
St. Louis on November 15, 1950. 

Keith acknowledges the execution of the note in question and tha t 
i t i s now due and remains unpaid; and Keith by h i s a t torney, Sar i Blanset t se t s 
up a special defense to the payment of the note in question; by a l leg ing in h i s 
answer tha t a t the time of the t r a n s f e r of the note by the Benton County Nation-
a l Bank to the Federal Reserve Bank at St . Louis, tha t the Benton County Nation-
al Bank was insolvent or in a f a i l i n g condition and was done with a view of 
making a p r e f e r r ed c red i to r out of the Federal Reserve Bank and thereby p re -
venting a d i s t r i b u t i o n of the a s se t s of the Benton County National Bank, 
r a teab ly among i t s c r e d i t o r s . 

Attorney Vol T. t indsey f i l e d a demurrer to the answer and the court 
heard the argument by the a t torneys on t h i s the 17th. Mr. Blanse t t defended 
h i s answer and s t a t ed i f the demurrer was overruled by the court as i t should 
be, then he, Blanset t would undertake to prove to the ju ry tha t the bank was 
insolvent a t the time of the t r a n s f e r and tha t the sa le or attempted sa le and 
t r a n s f e r was void under the Federal s t a t u t e s . Blanset t s t a t e s tha t i f h i s 
c l i e n t Keith p r e v a i l s in t h i s case tha t i t w i l l fo rce more than one hundred 
thousand do l l a r s back into the Benton County National Bank as i t s a s s e t s , to 
be d i s t r i b u t e d among the deposi tors of the Benton County National ins tead of 
remaining in the hands of the Federal Reserve Bank. The court overruled the 
demurrer of the p l a i n t i f f —Federal Reserve Bank, and wi l l permit the defend-
ant Keith, and h is a t to rney , Earl Blanse t t , to be heard by the j u r y . 

No doubt t h i s case wi l l bo the con t ro l l ing f ac t ion in considerable 
f u t u r e l i t i g a t i o n and i s looked forward to with much i n t e r e s t . The case i s 
set f o r t r i a l on Wednesday,. &arch 25th a t 10 o ' c lock a. m. This i s a pioneer 
case of i t s kind and but few lawyers are f ami l i a r with the specia l procedure 
tha t w i l l be followed by the defense. 

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



; 4 0 2 
X-6854-a 

- 2 -

Mr. Keith w i l l pay t M s note "out h i s a t to rney says tha t he wants i t 
paid to the proper p a r t i e s or the proper 'bank and. not to the wrong bank. He 
s t a t e s f u r t h e r tha t i t should "be pa id to the rece iver of the Benton County 
National Bank and not to the Federal 3rserve 3ank. 
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Friday, March 20, 1931. 

SUIT MAY HAVE WIDS EFFECT OH BAH SITUATION 

Keith Contends St . Louis Bank Was Made Pre fe r red Creditor 

TO TRIAL MARCH 25 

Favorable Verdict Would Mean Return of Large Block of Assets 

A s u i t brought by the Federal Reserve bank of St . Louis against Hay 
D. Keith and scheduled fo r t r i a l a t the present term of c i r c u i t court , i s being 
watched with i n t e r e s t , f o r the outcome may have a widespread e f f e c t upon l iquid-
a t ion of closed banks in the county. 

In i t s s u i t the Federal Reserve bank seeks to c o l l e c t upon a promis-
ory note made by Keith to the defunct Benton County National bank, which note 
was a l leged to have been sold and t r ans fe r r ed to the St . Louis bank on Nov. 
15, 1930, about 21 days before the Benton County National bank suspended business. 

Keith acknowledges execution of the note in question and tha t i t i s 
now due and remains unpaid, and through h i s a t torney , Earl B lanse t t , he a l leges 
tha t a t the time of the t r a n s f e r the Benton county bank was insolvent or in a 
f a i l i n g condition and that the t r a n s f e r was made with a view to making the 
Federal Reserve bank a p re fe r r ed c red i tor and thereby preventing d i s t r i bu t i on of 
the asse t s of the Benton County National bank pro r a t a among i t s c r ed i to r s . 

Attorneys fo r the S$. Louis bank f i l e d a demurrer, which was overruled 
by Judge Combs, and the case f i l l come up fo r a ju ry t r i a l . 

A decision in favor of the defendant, Mr. Blanset t sa id , would mean 
the re tu rn of more than $100,000 in a s se t s , now held by other banks, to the 
Benton County National bank fo r d i s t r i b u t i o n . 

The case i s expected to be a deciding f ac to r in other l i t i g a t i o n 
growing out of l i qu ida t i on of the Bentonville bank, with a p o s s i b i l i t y of the 
same s i t u a t i o n extending to the Rogers bank. The case has been scheduled for 
t r i a l Tednesday, March 25, beginning at 10 a. m. 
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IN THE DISTRICT COURT OF THE UNITED STATES 

FOB THE EASTEHbT DISTRICT OF NORTH CAROLINA 

W. I . Skinner & Company, Incorporated 

vs 

Federal Reserve Bank of Richmond, 
Vi rg in ia , National Bank of Greenvi l le , 
and F. Wright, Receiver of National 
Bank of Greenvi l le . 

Defendant Federal Reserve Bank of Richmond answering the b i l l of 

complaint i n t h i s cause f i l e d or so much thereof as i t i s advised tha t i t 

i s mate r ia l t ha t i t should answer says: 

1. Defendant Federal Reserve Bank of Richmond admits the a l l e g a -

t ions of the f i r s t paragraph of the b i l l of complaint. 

2. Defendant Federal Reserve Bank of Richmond admits the a l l e g a -

t ions of the second paragraph of the b i l l of complaint. 

3« Defendant Federal Reserve Bank of Richmond admits the a l l e g a -

t ions of t he t h i r d paragraph of the b i l l of complaint, except t h a t i t says 
•i 

tha t the name of of the Receiver of the National Bank of Greenvi l le i s not 

W. P. Wright but V. P . f r i g h t . 

4 . Defendant Federal Reserve Bank of Richmond i s without knowl-

edge or informat ion s u f f i c i e n t to form a b e l i e f concerning the a l l e g a t i o n s 

of the f o u r t h paragraph of the b i l l of complaint, and t h e r e f o r e denies the 

same* 

5 . Defendant Federal Reserve Bank of Richmond admits t h a t on De-

cember 8, 1930, i t received from the F i r s t and Merchants Nat ional Bank of 

Richmond c e r t a i n checks drawn on the National Bank of Greenvi l l e , North 

In Equity 

No. 

ANSWER 
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Carol ina, as h e r e a f t e r se t fo r th} but defendant Federal Reserve Bank of 

Richmond has no knowledge or information s u f f i c i e n t to form a "belief 

concerning the other mat te rs and th ings a l leged i n the f i f t h paragraph 

of the "bill of complaint, and the re fo re denies a l l a l l e g a t i o n s thereof 

except i n so f a r as they a r e h e r e i n a f t e r admitted, and e spec i a l l y denies 

tha t i t has received the check i n the b i l l of complaint mentioned as ar-

gent f o r the p l a i n t i f f , and says tha t a l l checks which i t received from 

the F r i s t and Merchants National Bank of Richmond were received "by i t as 

agent f o r t ha t bank only. 

6* Defendant Federal Reserve Bank of Richmond admits t ha t on 

December 8 , 1930, i t sent d i r e c t l y to the National Bank of Greenvi l le ce r -

t a i n checks as h e r e i n a f t e r se t f o r t h upon the terms and condi t ions he re in -

a f t e r se t f o r t h . Inasmuch as p l a i n t i f f s have f a i l e d to f u l l y descr ibe or 

to s t a t e the amount of the check mentioned i n the b i l l of complaint, de-

fendant Federal Reserve Bank of Richmond i s unable t o say whether or not 

tha t check was ever received or handled by i t , and t h e r e f o r e denies t h a t i t 

was received or handled by i t , and defendant e spec i a l l y denies t h a t any 

check handled by i t was handled c a r e l e s s l y or neg l igen t ly , and says t h a t i t 

i s a general and un ive r sa l custom among banks i n the S ta tes of Vi rg in ia and 

North Carolina and elsewhere to send checks which they have rece ived on 

deposi t or f o r c o l l e c t i o n d i r e c t l y to the banks on which such checks a re 

drawn i f such banks have accounts with the co l l ec t i ng banks, and t o allow 

such banks to remit or pay f o r such checks i n cash, bank d r a f t s , t r a n s f e r s 

of funds , bank c r e d i t s , or other forms of payment and remit tance as the 

banks making such payment or remit tance may choose; and i n order t h a t the 

banks on which such checks a re drawn may have an opportuni ty to examine 
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such checks "before paying or remi t t ing t h e r e f o r , i t i s a general and un i -

v e r s a l custom to send such checks by mail to the banks on which they a re 

drawn and to surrender them to the said bank6 "before payment or r emi t -

tance i n the manner above s t a t ed i s rece ived . Defendant Federal Reserve 

Bank of Richmond says t h a t such custom was known to the F i r s t and Mer-

chants na t iona l Bank of Richmond and to the p l a i n t i f f ; and defendant 

Federal Reserve Bank of Richmond says tha t the F i r s t and Merchants National 

Bank of Richmond knew tha t the National Bank of Greenvi l le was a member of 

the Federal Reserve System and kept an account wi th the defendant Federal 

Reserve Bank of Richmond and knew tha t a l l checks deposi ted by the F i r s t 

and Merchants National Bank of Richmond wi th the defendant Federal Reserve 

Bank of Richmond would be handled i n the manner above s t a t e d . Defendant 

Federal Reserve Bank of Richmond denies a l l of the a l l e g a t i o n s of the 

s i x t h paragraph of the b i l l of complaint, except i n so f a r as they a re here-

i n admit ted. 

7 . Defendant Federal Reserve Bank of Richmond has no knowledge 

or information s u f f i c i e n t to form a b e l i e f as to whether or not the Na-

t i o n a l Bank of Greenvi l le was insolvent on December 8, 1930, or as to when 
?•' . . 

i t became in so lven t , and t h e r e f o r e denies tha t i t was insolvent when the 

Federal Reserve Bank of Richmond mailed to i t the checks received by the de-

fendant Federal Reserve Bank of Richmond from the F i r s t and Merchants Na-

t i o n a l Bank of Richmond, and defendant Federal Reserve Bank cf Richmond 

denies tha t i t knew or should have known tha t the sa id National Bank of 

Greenvil le was inso lvent a t tha t t ime; and denies a l l a l l e g a t i o n s of the 

seventh piaragraph of the b i l l of complaint except i n so f a r as they a re 

he re in admit ted. < 
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8. Defendant Federal figtierve Bank of Richmond hae no knowledge 

or informat ion s u f f i c i e n t to form a b e l i e f concerning the a l l e g a t i o n s of 

the e ighth paragraph of the b i l l of complaint and the re fo re denies the 

same, except i n so f a r as they a r e h e r e i n a f t e r admit ted. 

9 . Defendant Federal Reserve Bank of Richmond has no knowledge 

or information s u f f i c i e n t to form a b e l i e f concerning the a l l e g a t i o n s of 

the n in th paragraph of the b i l l of complaint, and t he r e fo r e denies the same, 

except i n so f a r as they a re h e r e i n a f t e r admit ted . 

10. Defendant Federal Reserve Bank of Richmond admits t h a t p r i o r 

to December 10, 1930, i t had rediscounted f o r the National Bank of Green-

v i l l e no tes , b i l l s of exchange, and other ob l iga t ions , the aggregate amount 

of which was one hundred twelve thousand two hundred eighteen d o l l a r s and 

e igh ty - s ix cents ($112,218.86), and the sa id National Bank of Greenvi l le had 

endorsed the same and by i t s said endorsement waived p r e s e n t a t i o n , p r o t e s t , 

and no t i ce of dishonor , and became absolu te ly and uncondi t iona l ly l i a b l e 

fo r the payment t h e r e o f , and the said no tes , b i l l s of exchange, and other 

ob l iga t ions were pot due but were unpaid on December 10th, a t the time when 

the National Bank of Greenvi l le suspended bus iness , and were then held by 

the Federal Reserve Bank of Richmond as the owner t h e r e o f , and a re s t i l l so 

held by i t , except f o r a few which have been p a i d . Defendant Federal Re-

serve Bask of Richmond denies a l l the a l l ega t i ons of the t e n t h paragraph of 

the b i l l of complaint except i n so f a r as they a re he re in admit ted . 

11. Defendant Federal Reserve Bank of Richmond admits t h a t be-

f o r e December 10, 1930, the National Bank of Greenvi l le had t r a n s f e r r e d to 

i t c e r t a i n other no t e s , b i l l s of exchange, and other o b l i g a t i o n s , having a 

f ace value of t h i r t y - e i g h t thousand nine hundred and f i f t y - f i v e d o l l a r s 
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($38,955.00) to be held by the defendant f e d e r a l Reserve Bank of Richmond 

as s e c u r i t y f o r the l i a b i l i t y of the National Bank of Greenvi l le as en-

dorser on the no tes , b i l l s of exchange, and other ob l iga t ions rediscounted 

as above. Defendant Federal Reserve Bank of Richmond has co l l ec t ed c e r t a i n 

of the no tes , b i l l s of exchange, and other ob l iga t ions so t r a n s f e r r e d to i t 

as s ecu r i t y and the res idue a re s t i l l held by i t ; but Federal Reserve Bank 

of Richmond has not co l l ec t ed upon said no tes , b i l l s of exchange, and other 

ob l iga t ions held by i t as s e c u r i t y , such sum as w i l l , wi th the amount of 

the rese rve balance of the National Bank of Greenvi l le h e r e i n a f t e r mentioned 

and a l l other c r e d i t s due from defendant Federal Reserve Bank of Richmond 

to the National Bank of Greenvi l le , be s u f f i c i e n t t o discharge and s a t i s f y 

the l i a b i l i t y of the National Bank of Greenvil le to the defendant Federal 

Reserve Bank of Richmond upon the no tes , b i l l s of exchange, and other 

ob l iga t ions discounted by the defendant Federal Reserve Bank of Richmond on 

the endorsement of the National Bank of Greenvi l le , and which a r e unpaid. 

Defendant Federal Reserve Bank of Richmond denies a l l a l l e g a t i o n s of the 

e leventh paragraph of the b i l l of complaint, except i n so f a r as they a re 

he re in admitted* 

Defendant Federal Reserve Bank of Richmond admits t ha t the Receiver 

of the National Bank of Greenvi l le , whose t rue name, i s V.F. Wright and not 

W.P. Wright, claims some i n t e r e s t i n the no tes , b i l l s of exchange, and other 

obl iga t ions t r a n s f e r r e d by the National Bank of Greenvi l le to the Federal 

Reserve Bank of Richmond as a f o r e s a i d , and defendant Federal Reserve Bank of 

Richmond i s advised and t h e r e f o r e a l l eges tha t the sa id Receiver i s e n t i t l e d 

to r ece ive a l l of s a id no tes , b i l l s of exchange, and other ob l iga t ions when-

ever a l l l i a b i l i t i e s of the said National Bank of Greenvi l le t o defendant 

Federal Reserve Bank of Richmond a re f u l l y paid and s a t i s f i e d . 
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FtiMBft l ife A l t l m T I V E DEFENSE. 

1 . Defendant Federal Reserve Bank of Richmond f u r t h e r answering 

the "bill of complaint i n t h i s cause f i l e d says : 

That "by reason of the f a i l u r e of the p l a i n t i f f to descr ibe with 

c e r t a i n t y t h e check drawn "by Person-Garret t Company to the order of the 

p l a i n t i f f or to a l l e g e or s t a t e the amount f o r which such check was drawn, 

defendant has "been unable to a s c e r t a i n whether or not i t ever rece ived or 

handled such a check, and t he r e fo r e denies t ha t i t ever received or handled 

the sa id check, 

2* Defendant Federal Reserve Bank of Richmond says t h a t p r i o r to 

September 2, 1930, the Federal Reserve Board had duly adopted and promulgated 

a c e r t a i n r e g u l a t i o n known as Regulation J , which became e f f e c t i v e September 

2, 1930, de f in ing the terms and condi t ions on which a l l Federal reserve banks 

were authorized to accept checks on deposi t or f o r c o l l e c t i o n , which regula-

t i o n was i n f u l l f o r c e and e f f e c t on December 8, 1930, and a t a l l t imes 

h e r e a f t e r mentioned, and the terms and condit ions of which were known to 

the F i r s t and Merchants National Bank and to the National Bank of Greenvi l le . 

A copy of the sa id r e g u l a t i o n i s here to a t t ached , marked Exhibi t A# and made 

a p a r t he reo f , as thougfc i t were here se t f o r t h i n f u l l . 

3 , In pursuance of said r egu la t ion defendant Federal Reserve Bank 

of Richmond had i s sued a c e r t a i n c i r c u l a r or c i r c u l a r l e t t e r s t a t i n g the 

terms and condi t ions on which i t was authorized to accept checks on deposi t 

or f o r c o l l e c t i o n and the manner i n which the said checks would be handled 

and co l l ec ted or re turned by i t . A copy of the sa id c i r c u l a r I s here to 

a t t a ched , marked Exhibi t B, and made a p a r t hereof as though i t were here s e t 

f o r t h i n f u l l . 
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X-6855 

4 . Defendant Federal Reserve Bank of Richmond had de l ive red 

copies of the said c i r c u l a r to a l l member "banks i n the F i f t h Federal Re-

serve D i s t r i c t , and e spec i a l l y to the F i r s t and Merchants National Bank 

of Richmond and the National Bank of Greenvi l le , and the r e c e i p t of said 

c i r c u l a r had "been acknowledged and the terms thereof accepted by the two 

member banks mentioned by w r i t t e n acknowledgements duly signed by the two 

banks mentioned^ which were i n words and f i g u r e s as fo l lows , t o - w i t : 

FEDERAL RESERVE BAH 01 RICHMOND, 
RICHMOND, VA. 

Gentlemen: 

The undersigned member bank hereby acknowledges r ece ip t 

of Ci rcular No. 166, of the Federal Reserve Bank of Richmond, 

regarding the "Col lect ion of Cash I tems," e f f e c t i v e September 2, 

1930, which c i r c u l a r supersedes Circular No. 158 of February 1 , 

1929. 

Yours very t r u l y , 

F i r s t & Merchants Nat ional Bank 
Bank 

Richmond Vi rg in ia 
Location 

S e p ' t . 6 - 1930 By 0. C. White 
Date Ass t . Cashier . 

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



FEDERAL RESERVE BANK OF RICHMOHD, 
RICHMOND, VA. 

Gentlemen: 

The undersigned, member bank hereby acknowledges r e -

ce ip t of Ci rcular Ho. 166, of the Federal Reserve Bank of Rich-

mond, regarding the "Col lect ion of Cash I tems," e f f e c t i v e Septem-

ber 2, 1930, which c i r c u l a r supersedes Circular No. 158 of February 

1, 1929. 

Tours very t r u l y , 

HATIOmL BAH OF GREENVILLE 
GREENVILLE. N.C. -

SEP 6- 1930 By James L. L i t t l e . P r e s t . 
Date 

5. On December 8, 1930, def endant Federal Reserve Bank of Rich-

mond received from var ious member banks or other Federal r e se rve banks on 

deposi t or f o r c o l l e c t i o n i n accordance with the terms of sa id c i r c u l a r 

checks drawn on the Ra t iona l Bank of Greenvil le amounting to twenty-seven 

thousand two hundred e ighty-nine d o l l a r s and one cent ($27,289,01), which 

said checks were on t h a t day sent by mail by defendant Federal Reserve Bank 

of Richmond to the National Bank of Greenvi l le f o r payment or remi t tance i n 

the manner p resc r ibed i n said c i r c u l a r , 

6 , Several of the said checks so sent to the National Bank of 

Greenvil le were received by defendant Federal Reserve Bank of Richmond from 

the F i r s t and Merchants National Bank of Richmond; but because of the reasons 
t 

se t f o r t h above defendant Federal Reserve Bank of Richmond i s not ab le to de-

termine whether or not the check of Person-Garret t Company t o the order of 
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the p l a i n t i f f was among them, "Wit defendant f e d e r a l Reserve Baric of 

Richmond a l l eges tha t a l l of said checks received frcm the F i r s t and 

Merchants na t i ona l Bank of Richmond were sent to i t f o r deposi t or co l -

l e c t i o n i n accordance wi th the terms of the said c i r c u l a r , and tha t the 

F i r s t and Merchants Rat ional Bank of Richmond knew and intended t h a t such 

checks would he handled "by defendant Federal Reserve Bank of Richmond i n 

the manner p resc r ibed i n said circular- and in accordance wi th the terms 

t h e r e o f . In accordance wi th the time schedules mentioned i n said c i r c u l a r 

the amount of a l l checks on the National Bank of Greenvi l le rece ived from 

the F i r s t and Merchants National Bank of Richmond were c r ed i t ed to 

the reserve account of the F i r s t and Merchants National Bank of Richmond 

two days a f t e r r e c e i p t , hut such c r e d i t was subject t o f i n a l payment as 
4 

set f o r t h i n the sa id c i r c u l a r . Defendant Federal Reserve Bank of Richmond 

did not know t h a t any of the said checks sent to i t "by the F i r s t and Mer-

chants National Bank of Richmond were not owned by tha t bank and accepted 

a l l checks from i t as agent f o r t ha t bank alone and not as agent f o r any 

other person. 

7. On December 10, 1930, defendant Federal Reserve Bank of Rich-

mond, received from t h e National B#nk of Greenvi l le c e r t a i n checks which had 

been sent to i t on December 8, 1930, amounting to s i x t y - f o u r d o l l a r s and 

seventy- three cents ($64.73) , which checks were re turned by the National Bank 

of Greenvi l le unpaid; and a t the same time Federa l Reserve Bank of Richmond 

received from the National Bank of Greenvil le a remit tance l e t t e r and a 

charge t i c k e t or order which were i n the fol lowing words and f i g u r e s : 
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REMITTA2TCE LETTER 

Use t h i s form in remi t t ing to Federal Reserve Bank of Richmond 
f o r cash l e t t e r described below. (REMIT SEPARATELY FOR 
COLLECTION ITEMS) 

From 

National Bank of Greenvi l le , 
Greenville# ' DEC. 8, 1930 

66-153 N.Ct 
(Date of Remittance) 

To FEDERAL RESERVE BAKE OF RICHMOND* 
RICHMOND, VA. 

We are remi t t ing as indica ted "below for your cash l e t t e r of 
date shown above ..$27,289<01 

Less: Total amount of unpaid items and p ro t e s t f e e s & 64.73 
NET AMOUNT DUB. . . . . . . . . . . . . . .$27,224.28 

REMITTANCE AS FOLLOWS: 

Draf t on 

Currency shipment tgday as per advice mailed under separ-
. a t e cover 

......................... 
FOR USE OF MEMBER. BANKS des i r ing reserve account to be charged. 

Be sure to i n s e r t net amount to be charged 

CHARGE OUR RESERVE ACCOUNT. $27.224.28 
i n sett lement of cash l e t t e r of date shown below. (Net Amount) 

National Bank of Greenvi l le , 
Greenvi l le , DEC. 8, 1930 

N.C. 

66-153 
F. J . Forbes 

Cashier 
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d* the National Bank of Greenvil le was a member of the Federal 

Reserve System and maintained a reserve account wi th the defendant Federal 

Reserve Sank of Richmond, and a t the opening of business on December 10, 

1930, the ava i l ab l e balance on deposi t i n said r e se rve account to the c red i t 

of the National Bank of Greenvi l le was the sum of seventeen thousand nine 

hundred th ree d o l l a r s and n i n e t y - s i x cents ($17,903.96), and on the sa id 

day the defendant Federal Reserve Bank of Richmond received f o r the c r ed i t 

of the National Bank of Greenvi l le other sums amounting i n the aggregate to 

eight thousand eight hundred twenty d o l l a r s and f o r t y - t h r e e cents ($8,820.43) 

and c red i t ed such sums to the reserve account of the National Bank of 

Greenvi l le , and charged i t s account the sum of twenty-nine cents ($0,29) due 

and payable on t h a t day by the National Bank of Greenvi l le to defendant 

Federal Reserve Bank of Richmond, so tha t a t the c lose of business on Decem-

ber 10, 1930, defendant Federal Reserve Bank of Richmond had to the c r e d i t 

of the National Bank of Greenville the sum of twenty-s ix thousand seven 

hundred twenty-four d o l l a r s and t e n cents ($26,724.10), and a t no time on 

tha t day did i t have to the c red i t of the Nat ional Bank of Greenvi l le aa 

amount equal to the amount of the order se t f o r t h above. 
* • ' 

9. At or* about 1:16 P.M. on December 10, 1930, the Federal Reserve 

Bank of Richmond was n o t i f i e d tha t the National Bank of Greenvi l le had sus-

pended or c losed. At t h a t time the Federal Reserve Bank of Richmond had not 

pa id , acted upon, or honored the order above se t f o r t h i ssued by the National 

Bank of Greenvi l le , and defendant Federal Reserve Bank of Richmond t h e r e a f t e r 

charged the amount of a l l checks which i t had received as above s t a t e d from 

the F i r s t and Merchants National Bank of Richmond to the account of t ha t bank 

and n o t i f i e d i t t h a t i t had not received ac tua l and f i n a l payment f o r sa id 
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checks. 

And not having fTilly answered., defendant Federal Reserve Bank 

of Richmond prays tha t p l a i n t i f f may take nothing by i t s b i l l , and tha t 

defendant Federal Reserve Bank of Richmond may he hence dismissed and r e -

cover judgment against the p l a i n t i f f f o r a l l costs by defendant Federal 

Reserve Bank of Richmond i n t h i s s u i t expended. 

And defendant Federal Reserve Bank of Richmond w i l l ever pray, e t c . 

S o l i c i t o r s f o r Defendant Fed-
era l Reserve Bank of Richmond. 

STATE OF VIRGINIA ) 
) t o -wi t . 

CITY OF RICHMOND ) 

George H< Keesee, being duly sworn, deposes and says t ha t the 

Federal Reserve Bank of Richmond, a defendant i n t h i s s u i t , i s a corpora-

t i on , and tha t he i s an o f f i c e r t he reo f , to -wi t : i t s Cashier, and tha t he 

has read the foregoing answer and tha t the matters and th ings t h e r e i n a l -

leged are t r u e , except i n so f a r as they are the re in s ta ted upon information 

and b e l i e f , and i n so f a r as they are so s ta ted he be l ieves them to be t r u e . 

Subscribed and sworn to before me\ 

t h i s day of t . 1930, 

Notary Publ ic . 

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



X-6856 

STATEMENT OF BUREAU OF ENGRAVING AND PRINTING 

Federal Reserve. Notes, Ser ies 1928. 

March 2 t o 31, 1931. 

Total 
§5 f lO $20 Sheets Amount 

Boston 100,000 120,000 — 220,000 #20,999.00 
New York 250,000 200,000 70,000 520,000 49,634.00 
Phi ladelphia 100,000 50,000 20,000 170,000 16,226.50 
Cleveland 100,000 40,000 42,000 182,000 17,371.90 
Richmond 50,000 30,000 - 80,000 7,636.00 
Chicago 200,000 - - 200,000 19,090.00 
At lanta 50-, 000 20,000 10,000 80,000 7,636.00 
Minneapolis 20,000 12,000 - 32,000 3,054.40 
Kansas City 30,000 - 30,000 2,863.50 
Dallas 30,000 .20,000 - 50,000 4,772.50 

930,000 492,000 142,000 1,564,000 $149,283.80 

1,564,000 shee ts , @ |95 ,45 M., $149,283.80 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6857 

Apr i l 9, 1931. 

SUBJECT: Code Word to Cover Telegraphic Transact ions 
i n New Issue of Treasury C e r t i f i c a t e s of 
Indebtedness, Ser ies TD2-1931. 

Dear S i r : 

In connection wi th t e legraphic t r ansac t i ons i n 
Government s e c u r i t i e s "between Federal rese rve t anks , the 
fol lowing code word has been designated to cover a new 
i s sue of Treasury C e r t i f i c a t e s of Indebtedness: 

"NOWHIM", Ser ies TD2-1931, dated 
Apr i l 15, 1931, due 
December 15, 1931. 

This code word should be i n se r t ed in the Federal 
r e se rve t e legraph code book, fol lowing the supplemental 
code word "NOWHILL" on page 172. 

Very t r u l y yours , 

J . C. Noel l , 
Ass i s t an t Secre ta ry . 

TO GOVERNORS OF ALL F. R. BANKS. 
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ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 
WASHINGTON 

X-6859 

Apr i l 13, 1931. 

SUBJECT i Topics f o r Governors'1 Conference. 

Dear Sirs 

There a re submitted, "below, f o r your advance informat ion , 
two sub jec t s which the Board de s i r e s to d iscuss wi th the governors 
during the conference which had been ca l l ed "beginning Monday, Apr i l 
27th and on which the Board des i r e s to rece ive an expression of 
opinion from the conference. 

1 . Change in weekly Federal reserve "bank s ta tement . On 
qua r t e r ly t a x payment d a t e s , and f r equen t ly f o r severa l days t h e r e -
a f t e r , the Treasury has a s u b s t a n t i a l overdra f t a t the Federal r e -
serve banks, to cover which i t gives the Federal r e se rve "banks 
spec ia l one-day Treasury c e r t i f i c a t e s of indebtedness. I t has been 
the p r a c t i c e to r e f e r t o these spec ia l c e r t i f i c a t e s i n the t ex t 
accompanying the weekly statement of condi t ion of the Federal 
reserve banks but not to show them separa te ly i n the body of the 
s ta tement . The suggest ion has bean .made tha t inasmuch as i t i s the 
condi t ion statement i t s e l f r a the r than the t ex t which i s used f o r 
r e f e rence purposes , the f a i l u r e to show these spec ia l c e r t i f i c a t e s 
separa te ly i n the condi t ion statement has a t times lead to some 
misunderstanding of the s ign i f i cance of f i g u r e s publ ished i n the 
s ta tement . I t has been recommended t h a t h e r e a f t e r these spec ia l 
one-day c e r t i f i c a t e s be shown separa te ly i n the body of the weekly 
Federal rese rve bank statement agains t the capt ion "Special Treasury 
C e r t i f i c a t e s " . 

2. Compensation f o r o f f i c e r s and employees of Federal r e -
serve banks a f t e r death and during per iods of i n c a p a c i t a t i o n and 
extended i l l n e s s . On one or two occasions i n the p a s t , upon the 
death of an o f f i c e r of a Federal reserve bank, the d i r e c t o r s have 
voted to make a payment t o the widow or e s t a t e of the deceased o f -
f i c e r equal to severa l months s a l a r y . The Federal Reserve Board has 
been advised by i t s Counsel tha t i n h i s opinion such payments a re 
u l t r a v i r e s , but tha t the question i s a c lose and doubt fu l one as 
there i s no s p e c i f i c p rov i s ion of law covering the m a t t e r . A ques-
t i o n of po l i cy i s a l so involved inasmuch as a l l of t he Federal 
reserve banks a re carrying l i f e insurance p o l i c i e s covering t h e i r 
o f f i c e r s and employees. The Board considers i t important t ha t some 
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d e f i n i t e understanding should be a r r ived at concerning t h i s matter 
and, i f p o s s i b l e , a lso regarding the matter of sa la ry payments to 
o f f i c e r s and employees absent on account of i l l n e s s or i n j u r y not 
received i n the l i n e of o f f i c i a l duty. 

By d i r e c t i o n of the Federal Reserve Board. 

Very t r u l y yours , 

E. M. McClelland, 
Ass i s tan t Secre ta ry . 

10 GOVERNORS OF ALL F; R, BAtiKSV 

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



419 
FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6860 

Apr i l 14, 1931. 

SUBJECT: Daylight Saving Schedule, 1931. 

Dear S i r : 

Beginning Monday, Apr i l 27th, and ending Saturday, 
September 26th, the fol lowing f e d e r a l reserve "banks and 
"branches w i l l operate under dayl ight saving schedule: 

Boston Phi lade lphia 

Hew York P i t t sbu rgh 
Buffa lo 

Chicago 

The Federal reserve "branch "banks l i s t e d "below w i l l 
observe spec ia l "banking hours: 

Helena Branch from May 1st to August 31s t , i n c l u s i v e , 
9:30 a.m. to 2:00 p .m. , except Saturday, when the hours 
w i l l "be 9:00 a.m. to 12:00 noon, mountain t ime. 

Sal t Lake City Branch from May 1st to September 30th, 
i n c l u s i v e , 9:00 a.m. to 2:00 p .m. , except Saturday, when 
banking hours w i l l be 9:00 a.m. to 12:00 noon, mountain 
t ime. 

P lease n o t i f y branches. 

Very t r u l y yours, 

J . C. Noel l , 
Ass i s tan t Secre ta ry . 

TO GOVERNORS OF ALL F. R. BANKS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6861 

Apr i l 15, 1931. 

SUBJECT: Revised Code Word Covering Treasury 
C e r t i f i c a t e s of Indebtedness, Ser ies 
TD2-1931. 

Dear S i r : 

This l e t t e r w i l l confirm the telegram sent to governors 
of a l l Federal reserve "banks today, as fo l lows: 

"Referr ing to Board's Circular l e t t e r X-685? of 
Apr i l 9 th , subject "Code word covering Treasury 
C e r t i f i c a t e s TD2-1931". In order to avoid con-
f u s i o n with words previously i s sued , code word 
"NOWHIM" i s cancelled and you are requested to 
s u b s t i t u t e t h e r e f o r word "UOWEIHGB", r e p e a t , 
"NOWHINGrB", to cover s e r i e s TD2-1931, dated Apr i l 
15, due December 15, 1931. This s u b s t i t u t i o n to 

- "be e f f e c t i v e noon, Eastern standard t ime, today, 
Kindly n o t i f y branches. Le t t e r of conf i rmat ion 
f o l l o w s . " 

This s u b s t i t u t i o n i s necessary because of the confusion 
r e s u l t i n g from s i m i l a r i t y of t e legraphic symbols between the 
words "HOWHILL" and "HOWHIM", the f i r s t day 's t r an sac t i ons 
having r e s u l t e d i n severa l e r r o r s . 

Very t r u l y yours , 

J . C. Noel l , 
Ass is tan t Secre ta ry . 

TO GOVERNORS OF ALL F. R. BANKS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6862 

April 15, 1931. 

SUBJECT; Expense, Main Line, Leased Wire System, 
March, 1931. 

Dear S i r ; 

Enclosed herewith you wi l l f ind two mimeo-
graphed statements, X-6862-a and X-6862-b, covering 
in detai l operations of the main l ine , Leased Wire 
System, during the month of March, 1931• 

Please c r e d i t the amount payable by your 
bank in the general account, Treasurer , U. S. , on 
your books, and issue C/D Form 1, National Banks, f o r 
account of "Salar ies and Expenses, Federal Reserve 
Board, Special Fund", Leased Wire System, sending 
dupl ica te c/D to the Federal Reserve Board. 

Very t r u l y ysurs , 

F i sca l Agent. 

Enclosures. 

TO GOVERNORS OF ALL F. R. BANKS EXCEPT CHICAGO. 
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X—6862—s. 

REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF MARCH, 1931. 

Words sent by Net Federa l 
Business' New York charge- r ese rve 
r epo r t ed able to o ther bank Percent of t o t a l 

From by banks F. R. Banks ( l ) bus iness bank bus iness (*) 

Boston 27,657 3,147 30,804 3.55 
New York 128,937 ~ 128,937 lU.85 
P h i l a d e l p h i a 32,329 1,391 33,720 3.88 
Cleveland 76,057 2,703 78,760 9.07 
"Richmond 57,191 1,851 59,042 6.80 
A t l an t a 57,776 8,801 66,577 7.67 
Chicago 102,338 3,491 105,829 12.18 
S t . Louis 72,663 2,648 7 5 , 3 H 8.b7 
Minneapolis 30,586 3,370 33,95^ 3*91 
Kansas Ci ty 78,479 2,323 80,802 9-30 
Dal las 62,017 11,696 73,713 8.49 
San Francisco 9b.885 4 ,12] 101.012 11.63 

To ta l 822,915 ? 5 , 5 % ' 8 6 8 , 4 6 3 1 0 0 . 0 0 

F. R. Board bus iness . . . . . . . . . , , . . 296,048 1,164,511 

Treasury Department bus iness Incoming and Outgoing . 177,632 

Tota l words t r ansmi t t ed over main l i n e s — . 1 ,342,143 

(*) These percen tages used i n c a l c u l a t i n g the pro r a t a share of l eased wire expense as shown 
on the accompanying statement (X-6862-b)* 

( l ) Humber of words sent by New York t c o ther 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 wi th ac t ion taken a t Governors1 Conference 

November 2 - 4 , 1925 • 
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X-6862-b 

REPORT OF EXPENSE MAIN LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM, MARCH, 1931. 

Pro r a t a Payable t c 
share of Federa l 

Operators ' Operators i1 Wire Tota l t o t a l Reserve 
Name of bank s a l a r i e s overtime Rental expenses expenses Cred i t s Board 

Boston $260.00 $ - $ $260.00 $721.18 $260.00 $461.18 
New York 1,134.15 3.00 - 1,137.15 3 ,016,74 1,137.15 1.879.59 
P h i l a d e l p h i a 225.00 - — 225.00 788.21 225.00 563.21 
Cleveland 306.66 - - 306.6b 1,842.55 306.66 1,535.89 
Richmond 190.00 - 230.00 (&) 420.00 1 ,381 .41 420.00 961.41 
A t l a n t a 270.00 - - 270.00 1,558.14 270.00 1 ,288.14 
Chicago 3,668.93 (#) 4.00 - 3,672.93 2 ,474.34 3,672.93 1,198.59 (*) 
S t , Louis 195.00 1 . 00 - 196.00 1,761.29 196.00 1,565.29 
Miim&apolis 202.25 - - 202.25 794.31 202.25 592.06 
Kansas Ci ty 287.50 - - 287.50 1 ,889.27 287.50 1,601.77 
Dal la s 251.CO .75 - 251.75 1,724.72 251.75 1 ,472 .97 
San Franc isco 380.00 - - 380.00 2,362.61 380.00 1 ,982.61 
Federal Reserve Board — — 15,804.30 15.804.30 - — 

Total $7,370.49 $8.75 $16,034.30 , ,$23,413.54 $20,314.77 $7,609.24 $13,904.12 
3.098.77(a) 

$20,31^.77 
1.198.59 (b) 

$12,705.53 

(&) Main Line r e n t a l , R ichmond-Washington. 
(#) Inc ludes s a l a r i e s of Washington o p e r a t o r s . 
(*) C r e d i t . 
(a) Received $3,098.77 from Treasury Department covering bus iness f o r the month of March, 1931. 
(b) Amount re imbursable to Chicago. 

to 
Co 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-6864 

Apr i l 16, 1931. 

SUBJECT: Holidays dur ing May, 1931. 

Dear S i r ; 

The Federa l r e se rve banks and "branches l i s t e d below w i l l 
be c losed on account of ho l idays on the dates s p e c i f i e d , and 
t h e r e f o r e w i l l not p a r t i c i p a t e in e i t h e r the gold se t t l emen t 
fund or the Federal r e s e rve no te c l e a r i n g : 

Monday May 11 

Wednesday May 20 

Wednesday May 20 

Char lo t te 

Char lo t t e 

Havana Agency 

Confederate 
Memorial Day 

Mecklenburg 
Independence Day 

Cuban Independ-
ence Day 

On Saturday, May 30th, Memorial Day, t he r e w i l l be n e i t h e r 
gold se t t l ement fund nor Federal r e s e rve no te c l e a r i n g and the 
books of the Board w i l l be c losed. The o f f i c e s of the Board 
and a l l Federal r e s e rve banks and branches , wi th the except ion 
of the fo l lowing , w i l l be c losed on t h a t day: Cha r lo t t e , A t l an t a , 
New Or leans , Birmingham, L i t t l e Hock and Havana Agency. 

Cred i t s of May 11th and 20th f o r the Char lo t te Branch may 
be included wi th those of the fo l lowing bus iness days in the 
gold fund c l e a r i n g . 

P l e a s e n o t i f y branches . 

Very t r u l y yours, 

J . C. Noe l l , 
Ass i s t an t Sec re t a ry . 

t o governors of a l l f . r . baltics 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6865 

Apr i l 17, 1931. 

SUBJECTS 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 
in 3 -3 /8$ Treasury Bonds of 1941 - 1943. 

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 in 
Government s e c u r i t i e s between Federa l r e s e r v e banks , 
the code word "UOWCABAL" has been des igna ted to 
cover the new i s s u e of 3 -3 /8$ Treasury Bonds of 1941 -
1943. 

This code word should be i n s e r t e d in t h e Federa l 
r e s e r v e t e l e g r a p h code book, f o l l owing the code word 
"NOWBEBBY" on page 172. 

Very t r u l y yours , 

J . C. Noe l 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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F E D E R A L R E S E B V E B O A R D 

STATEMENT BY EUGENE MEYER, GOVERNOR OF TUB FSD1R61 RESERVE BOARD. 

For immediate r e l e a s e . A p r i l 20, 1931. 

ifor A t t e n t i o n has "been c a l l e d to t h e cont inued d i s c u s s i o n of 

Governor Norman's r ecen t v i s i t t o Washington. This d i s c u s s i o n has 

conta ined much c o n j e c t u r e and t h e i n t i m a t i o n , f r e q u e n t l y r e i t e r a t e d , 

of a sec recy and mystery surrounding h i s conferences h e r e . I na s -

much as I have had numerous i n q u i r i e s concerning i t , l e t me r e p e a t 

t h a t t h e r e i s no s e c r e t , t h e r e i s no mystery , connected w i th h i s 

con fe rences . No unders tand ings r e s u l t e d from them, and the l a c k 

of i n f o r m a t i o n i s due simply to t h e f a c t t h f t t h e r e was no th ing of 

gene ra l i n t e r e s t or importance t o d i s c l o s e . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6869 

A p r i l 22, 1931. 

SUBJECT: Code Word t o Cover Te legraphic 
Transac t ions i n Treasury B i l l s . 

Dear S i c : 

In connect ion w i t h 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 Federa l r e s e r v e "banks, 

t h e code word "NOXBAYHEAP" has been des igna ted t o 

cover a new i s s u e of Treasury B i l l s , da ted .April 27, 

1931, and matur ing J u l y 27, 1931. 

This word should be i n s e r t e d i n t h e Fede ra l r e -

se rve t e l e g r a p h code book, fo l l owing t h e supplemental 

code word "NOXBAED" on page 172. 

Very t r u l y yours* 

J . C. N o e l 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-6870 

A p r i l 22, 1931. 

SUBJECT: A p p l i c a t i o n s f o r Trust Powers. 

Dear S i r : 

In 1915 t h e Federa l Reserve Board addressed a l e t t e r t o 
t h e Fede ra l r e s e r v e agen ts of t h e v a r i o u s Federa l r e s e r v e "banlcs 
s e t t i n g f o r t h c e r t a i n p r i n c i p l e s f o r t h e i r guidance i n making 
recommendations t o t h e Board on a p p l i c a t i o n s of n a t i o n a l "banks 
f o r a u t h o r i t y t o e x e r c i s e t r u s t powers. A t t e n t i o n i s a g a i n i n -
v i t e d t o t h i s l e t t e r , copy of which I s a t t a c h e d . 

The p rocedure i n hand l ing t he se a p p l i c a t i o n s h a s s i n c e 
"been anended, i n t h a t t h e Federa l r e s e r v e agen t s now t r a n s m i t them 
w i t h a recommendation of t h e Execut ive Committee or Board of Di -
r e c t o r s of t h e i r r e s p e c t i v e "banks. In most c a s e s , however, l i t t l e , 
i f any, i n f o r m a t i o n i s g iven the Board as t o the "basis of t h e 
recommendation, o the r t h a n i s f u r n i s h e d i n the a n a l y s i s , which ac -
companies t h e a p p l i c a t i o n , of t h e r e p o r t of t h e l a s t examinat ion 
of t h e app ly ing hank. The Board f e e l s t h a t i t should have t h e 
"benefit of more d e t a i l e d comment f rom t h e Fede ra l r e s e r v e agen ts 
r ega rd ing t h e c o n d i t i o n of an a p p l i c a n t bank, the need of t h e com-
munity which i t s e rves f o r t r u s t powers, the c h a r a c t e r of i t s gen-
e r a l management and, p a r t i c u l a r l y , w i t h r e f e r e n c e t o t h e type of 
s u p e r v i s i o n which w i l l "be g iven t o t r u s t a c t i v i t i e s i f and when 
a u t h o r i z e d "by t h e Board. The Board r e q u e s t s , t h e r e f o r e , t h a t t h e 
Fede ra l r e s e r v e agen t s h e r e a f t e r supplement each such r e p o r t w i th 
a s ta tement a s t o t h e reasons f o r the recommendation made, and 
s p e c i f i c i n f o r m a t i o n as t o the q u a l i f i c a t i o n s and exper ience of 
t h e pe r son or pe r sons s e l e c t e d t o d i s cha rge the d u t i e s of t r u s t 
o f f i c e r i n t h e a p p l i c a n t "bynk. 

Very t r u l y y o u r s , 

E. M. McClel land, 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 

TO ALL F . R. AGENTS. 
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C O P Y September , 1915. 

Fede ra l Reserve Agent , 

S i r : 

By d i r e c t i o n of t h e Board t h i s l e t t e r i s s en t f o r your 

guidance i n p a s s i n g upon t h e a p p l i c a t i o n s of Na t iona l hanks f o r 

t h e p r i v i l e g e of e x e r c i s i n g the powers of t r u s t e e , r e g i s t r a r , 

executor and a d m i n i s t r a t o r . 

A l l a p p l i c a t i o n s from apply ing banks must he t r a n s m i t t e d 

f i r s t t o t h e Fede ra l Reserve Agent of the d i s t r i c t i n which the 

"bank i s l o c a t e d , who w i l l forward t h e a p p l i c a t i o n s w i t h h i s recom-

mendat ions , t o t h e Federa l Reserve Board. The F e d e r a l Reserve 

Agent i n making h i s recommendations i s expected to t a k e i n t o con-

s i d e r a t i o n t h e gene ra l s t and ing of the hank, c h a r a c t e r of i t s 

management and i t s f i t n e s s to e x e r c i s e t h e f i d u c i a r y powers app l i ed 

f o r , a s we l l as t h e b e n e f i t s t h a t t h e community i n which t h e hank 

i s l o c a t e d w i l l he ap t to r e c e i v e from the e x e r c i s e of such powers 

hy the hank . Spec ia l weight w i l l he g iven by t h e F e d e r a l Reserve 

Board t o t h e approval or d i sapprova l of the Fede ra l Reserve Agent. 

A p p l i c a t i o n s t h a t a r e recommended by him f o r approval w i l l he r e -

f e r r e d hy t h e Board t o a committee which, a f t e r a c a r e f u l examination 

of t h e r e c o r d s on f i l e i n the o f f i c e of the Comptrol ler of t h e Cur-

rency r e l a t i n g to the b u s i n e s s and the management of the bank, w i l l 

r e p o r t t o t h e Board f a v o r a b l y or m&marsely, as t h e case may b e , upon 

t h e a p p l i c a t i o n . 
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In a d d i t i o n to t h e p o i n t s above o u t l i n e d , t he Boa rd ' s com-

m i t t e e cons ide r s t h e s t r e n g t h of the bank as shown by i t s s t a t ements 

and by t h e examiner ' s r e p o r t s , and e s p e c i a l weight i s a t t a c h e d t o 

the observance on t h e p a r t of the bank of the requi rements of law \ 

and of the r e g u l a t i o n s and admonitions which a r e sen t out ' f rom t ime 

t o time by t h e Compt ro l l e r ' s o f f i c e . 

I t i s n o t , as r u l e , deemed a d v i s a b l e t o g ran t p e r m i t s 

f o r t h e e x e r c i s e of f i d u c i a r y powers t o a Na t iona l bank, 

(1) Where i t s su rp lu s does not amount t o a t l e a s t 20$ of 
i t s c a p i t a l s tock ; 

(2) Where r e p o r t s show t h a t i t i s ca r ry ing an exces s ive 
amount of p a s t due or d o u b t f u l pape r ; 

(3) Where i t i s c a r ry ing r e a l e s t a t e loans not a u t h o r i z e d 
by law; 

(4) Where i t i s shown t h a t t he bank i s i n the h a b i t of 
g r a n t i n g excess ive o v e r d r a f t s con t inuous ly ; 

(5) Where the loans of the bank a r e not well d i s t r i b u t e d , 
by r eason of an excess ive p r o p o r t i o n of t h e 
t o t a l loans having been g ran ted to a few i n t e r e s t s 
or where loans made to o f f i c e r s and d i r e c t o r s a r e 
too l a r g e i n p r o p o r t i o n to the t o t a l amount of 
l o a n s , or a r e not wel l secured . 

(6) Where t h e examiners have r e p o r t e d t h a t t h e d i r e c t o r s 
do not d i r e c t or a r e l a x or n e g l i g e n t i n t h e i r 
a t t endance a t Board meetings or i n g i v i n g a t t e n -
t i o n t o the bank ' s management and d i r e c t i o n . 

F e d e r a l Reserve a g e n t s , i n making t h e i r recommendations, 

a r e expec ted t o pay p a r t i c u l a r a t t e n t i o n to the s t r e n g t h of t h e 

management of t h e bank from a moral s t a n d p o i n t , and should d e c l i n e 

t o recommend any a p p l i c a t i o n where they f e e l t h a t t h e o f f i c e r s of 

the bank as i n d i v i d u a l s , would not be worthy of be ing e n t r u s t e d w i th 

the management of t r u s t funds or t h e a d m i n i s t r a t i o n of e s t a t e s . 

R e s p e c t f u l l y , 

Secretary. Digitized for FRASER 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-B871 

A p r i l 22, 1931, 

Dear S i r : 

The Fede ra l Reserve Board i s i n t e r e s t e d i n knowing t h e degree of 
promptness w i t h which the Federa l r e s e r v e t a n k s a r e now a b l e t o se rve 
member "banks, and i n t h i s connect ion would l i k e t o have you f u r n i s h i t 
w i th t h e f o l l o w i n g i n f o r m a t i o n : 

1 . The name, l o c a t i o n , and loans and inves tments as of 
March 25, 1931, of each member hank i n your d i s t r i c t which 
i s not w i t h i n overnight mail t ime from t h e Fede ra l r e s e r v e 
"bank or one of i t s "branches, i f any. 

2 . A map showing "by co lored l i n e s t h e "boundary of t h e 
t e r r i t o r y (banking p o i n t s ) i n your d i s t r i c t which i s w i t h i n 
overn igh t mai l t ime from (a ) t h e Fede ra l r e s e r v e "bank and 
("b) each "branch, i f any. 

By overn igh t mai l t ime i s meant t h a t i tems p laced i n t h e mail "by 
member "banks a f t e r t h e c l o s e of "business r each the Fede ra l r e s e r v e "bank 
or "branch i n t ime f o r c l e a r i n g the fo l lowing morning. 

I t i s sugges ted t h a t t he map f u r n i s h e d t h e Board show t h e head 
o f f i c e and "branch zones and the names of the p r i n c i p a l c i t i e s and towns 
i n t h e d i s t r i c t and t h a t i t "be of r e l a t i v e l y small s i z e , say from 18 t o 
24 inches i n l e n g t h . A p h o t o s t a t i c copy of an e x i s t i n g map or any i n -
expensive map which i s a v a i l a b l e t o the bank w i l l be s a t i s f a c t o r y to t h e 
Board f o r t h i s pu rpose . 

I t i s a p p r e c i a t e d , of course , t h a t i n c e r t a i n d i s t r i c t s t h e co lored 
l i n e s showing the a r e a s w i t h i n overnight mail t ime from t h e head o f f i c e 
and each b ranch w i l l i n t e r s e c t , inasmuch as some banking p o i n t s a r e w i t h -
i n overnight mai l t ime from more than one Fede ra l r e s e r v e o f f i c e . 

I t i s q u i t e p robab le t h a t i n ft few cases member banks which a r e no r -
mally w i t h i n overn igh t mai l t ime w i l l not be w i t h i n overn igh t mai l t ime 
dur ing the d a y l i g h t saving p e r i o d . I f so , such banks should be l i s t e d 
as not w i t h i n overn ight mai l t ime and des igna ted by an a s t e r i s k . 

Very t r u l y you r s , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO ALL F . R. AG-MTS. 
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X-6873 

CQBlDEmriAL. Apr i l 37, 1931. 

C. S. MITCHELL 

Review* (By C. S. Hamlin). 

- I -

Banking Condi t ions a t Time of S ta tement , March 36, 1939. 

There was a near approach to a pan ic on the New York Stock Exchange 

on Tuesday, March 36, 1939. The break was one of t h e sha rpes t in s tock 

exchange h i s t o r y . Cal l loan r a t e s reached 30$, the h i g h e s t f i g u r e s i nce 

1930. 

The s o - c a l l e d d i r e c t p r e s s u r e to reduce t o t a l borrowings of t h e banks 

had been in f o r c e s i n c e February 7, 1939, the da te of t h e B o a r d ' s warning. 

There was a f e e l i n g abroad, t h a t t h e banks had f i n a l l y determined to 

adopt the most d r a s t i c methods, and would r e f u s e even to ex tend c r e d i t 

f a c i l i t i e s which, under o r d i n a r y circumstances» they would have g ran ted 

a s a ma t t e r of course , such as to meet temporary withdrawal of funds by 

c o r p o r a t i o n s f o r q u a r t e r l y i n t e r e s t and d iv idend payments, o r wi thdrawals 

from New York to i n t e r i o r p a r t s of the count ry . 

Brokers loans bo th f o r t h e New York banks ' own account , and " f o r 

o t h e r s " had been d e c l i n i n g du r ing the week ending March 87, 1939. 

The c a l l l oan renewal r a t e s were a s fo l lows : 

Undoubtedly one cause of the c r i s i s which a ro se on t h a t day, March 26 th , 

March 25 
« 26 
« 27 
" 28 

3 12$ 
15$ 
15$ 
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- 2 -

was the acu te c r e d i t s t r i ngency ' in Chicago, W i s i n g from t h e heavy l i q u i d a -

t i o n on t h e Chicago Stock Exchange "beginning on March 2 1 s t , which r e s u l t e d 

in l a r g e wi thdrawals of funds from New York. 

F r igh tened t r a d e r s a l l over the country were s e l l i n g s tocks b l i n d l y 

on t h a t day* By 1:30 p.m. the volume of t r a d i n g on the New York Stock 

Exchange had reached over 5^ m i l l i o n sha re s , and the t i c k e r t ape was 

58 minutes behind the market . 

Under t he se c i rcumstances , Mr. M i t c h e l l , on Tuesday, March 26 th , 

came to the r e l i e f of the money market , advancing s i x m i l l i o n s of d o l l a r s 

on c a l l l o a n s . 

- I I -

Mr. M i t c h e l l ' s Sta tement . 

In the a f t e r n o o n of Tuesday, March 26 th , Mr. Mi tche l l gave ou t t h e 

f o l l owing i n t e r v i e w , as taken from the New York Hera ld-Tr ibune of Wed-

nesday, March 27 th : 

"So f a r a s t h i s i n s t i t u t i o n i s concerned, we f e e l 
t h a t we have an o b l i g a t i o n which i s paramount to any 
Fede ra l r e s e r v e warning, o r any th ing e l s e , to a v e r t , 
so f a r a s l i e s w i t h i n our power, any dangerous c r i s i s 
i n t h e money market . 

"While we a r e ave r s e to r e s o r t i n g to r e d i s c o u n t i n g 
f o r t h e purpose of making a p r o f i t in t h e c a l l market , 
we c e r t a i n l y would no t s t and by and see a s i t u a t i o n a r i s e 
where money became imposs ib le to secure a t any -or ice ." 

Mr. M i t c h e l l i s quoted by the New York Times of March 29, 1929, 

F r i d a y , as saying t h a t h i s Bank was p r epa red to make a v a i l a b l e 5 m i l -

l i o n s f o r the c a l l loan market a t 16$, and a l i k e amount f o r each ga in 

of 1$ up to 20$. 
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He a l s o made i t c l e a r t h a t hiA a c t i o n Was baaed not so much on 

concern over the movement of the r a t e s , hu t to k i l l t he i dea t h a t 

money could no t be had no ma t t e r what was o f f e r e d f o r i t . From the 

t ime t h e o f f e r was made, the c a l l money r a t e s d id no t go above the 

minimum r a t e , b u t d id go down, c l o s i n g a t 8%. 

(190-1) 

The New York World of March 30, 1929, quotes Mr. Mi t che l l a s 

f o l l o w s ; 

"Should another c r i s i s develop, w i l l you s t and by 
again?" was t h e next ques t ion . Mr. M i t c h e l l answered, 
" I t can be s a f e l y assumed t h a t we w i l l endeavor a t a l l 
t imes to p reven t a c r i t i c a l s i t u a t i o n going out of bounds. 
We won ' t be a lone . Other banks w i l l subsc r ibe as s t r o n g -
l y a s we to t h a t d o c t r i n e . " 

- I l l -

Senator Glass on Mr. M i t c h e l l . 

The Few York Times e d i t i o n of F r iday , March 29, p u b l i s h e s an 

a t t a c k on Mr. Mi t che l l by Senator Glass , who was quoted a s f o l l o w s : 

"The Federa l 3ese rve Board has adopted the adminis -
t r a t i v e p o l i c y of having Federal r e s e r v e banks r emons t r a t e 
wi th member banks a g a i n s t p e r m i t t i n g the f a c i l i t i e s of the 
Federa l Reserve System to be used f o r s tock s p e c u l a t i v e 
pu rposes . 

"This should have been done long ago, b e f o r e t h e 
s i t u a t i o n got out of hand. Fow t h a t i t has been done, 
a Class A d i r e c t o r of a Federa l Reserve Bank, h imse l f 
P r e s i d e n t of a g r e a t banking i n s t i t u t i o n , v igo rous ly 
s l a p s t h e Board, square ly in the f a c e and t r e a t s i t s 
p o l i c y w i th contempt and contumely. He avows h i s 
s u p e r i o r o b l i g a t i o n to a f r a n t i c s tock market over a -
g a i n s t t h e o b l i g a t i o n of h i s oa th as a d i r e c t o r of the 
New York Federa l Eeserve Bank, under t h e supe rv i so ry 
a u t h o r i t y of the Federa l Reserve Board. 

"Mr, M i t c h e l l ' s p roc lamat ion i s a cha l l enge to the 
a u t h o r i t y and t h e announced p o l i c y of the Federa l Reserve 
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"Board. The cha l l enge M be promptly met and courageous-
l y d e a l t w i th . 

"The Board should ask f o r the immedia t e . r e s igna t ion 
of Mr. Mi t che l l as a Class A D i r e c t o r of the Hew York Fed-
e r a l He se rve Bank. 

" I f t h e Na t iona l Ci ty Bank in Few York, or any o t h e r 
member bank of t h e System anywhere, imagines i t i s g r e a t e r 
than t h e Federa l Reserve System and may de fy and r e j e c t 
t h e cons ide red p o l i c y of the f e d e r a l Reserve Board, i t 
should a t l e a s t be given to unders tand t h a t the P r e s i d e n t 
of such a bank w i l l no t be p e r m i t t e d to have an o f f i c i a l 

i p a r t in t h e management of the Federa l Reserve System. 

" I do not know what t h e Federal "Reserve Board w i l l 
do about i t , bu t I have a very decided conv ic t ion a s to 
what i t should do, and t h a t s w i f t l y . 

"The whole count ry has been aghas t f o r months and 
months a t t h e menacing s p e c t a c l e of excess ive s t o c k gambl-
ing , and when the Federa l Reserve Board mi ld ly seeks to 
a b a t e t h e danger by an a d m i n i s t r a t i v e p o l i c y , f u l l y sanc-
t i o n e d by law, r a t h e r than by a p r o h i b i t i v e advance i n 
r e d i s c o u n t r a t e s , which might p e n a l i z e the l e g i t i m a t e 
b u s i n e s s of t h e e n t i r e count ry , an o f f i c e r of the System 
i s s u e s a d e f i a n c e and engages in an a t tempt to v i t i a t e 
the p o l i c y of the Federa l Reserve Board. 

"Whatever h i s a b i l i t i e s a s a banker may b e , o r how-
ever h igh h i s c h a r a c t e r , the s p i r i t man i fes t ed by Mr. 
M i t c h e l l t o t a l l y u n f i t s him f o r the o o s i t i o n of d i r e c t o r 
of a g r e a t Federa l Reserve Bank. This i s not an age f o r 
t h e m a n i f e s t a t i o n s of a Nicholas B idd le . " 

Senator Glass , in the New York Times of Apr i l 2 , 1929, in reply-

to the a t t a c k of Ex-Senator Owen who had defended Mr. M i t c h e l l , de-

c l a r e d t h a t t h e Reserve Board had the power to remove Mr. M i t c h e l l 

and to compel r e s e r v e banks to r e f u s e the r ed i scoun t p r i v i l e g e to 

those engaged in s p e c u l a t i o n . Senator Glass f u r t h e r s t a t e d : 

"Whether or not the Federal Reserve Board should 
have removed Charles E. Mi tche l l f o r h i s open d e f i a n c e 
of t h e B o a r d ' s a u t h o r i t y and h i s avowed a t tempt to 
f r u s t r a t e i t s a d m i n i s t r a t i v e p o l i c y , i s , of course , a 
ma t t e r of op in ion . I t was my conv ic t i on , and s t i l l i s , 
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" that the Soaird should hat# taken exactly that d-btidtit 

"This should have been done prompt ly , not so much, 
pe rhaps , f o r the o f f e r by Mr. M i t c h e l l ' s Bank of 25 m i l -
l i o n s to a dangerously extended s p e c u l a t i v e s tock market 
which t h e Board was c o n s e r v a t i v e l y t r y i n g to curb , a s 
f o r h i s dramat ic a s s e r t i o n of a supe r io r o b l i g a t i o n to 
t h e s tock s p e c u l a t o r s over a g a i n s t h i s o b l i g a t i o n to 
t h e Federa l Reserve System, of which Mr. Mi t che l l i s a 
sworn d i r e c t o r . 

"He was well aware of the p o l i c y be ing pursued by 
' t h e Federa l Reserve Board; n e v e r t h e l e s s he s e t out w i th 

appa ren t d e l i b e r a t i o n to thwar t i t and to b r i n g the 
a u t h o r i t y of the Board i n t o contempt. In t h i s he succeed-
ed. 

"The a u t h o r i t y of t h e Board to suspend or remove 
Mr. M i t c h e l l or any o t h e r o f f i c e r or d i r e c t o r of t h e 
Hew York Federa l Reserve Bank i s not a ma t t e r of op in -
ion . I t i s so p l a i n t h a t den ia l of i t "betrays i g n o r -
ance of t h e law. 

"There i s no implied l i m i t a t i o n on the p rocedure 
thus sanc t ioned . I f t h e r e were any, i t i s inconce iv -
a b l e t h a t i t would r e l a t e to an o f f e n s e involv ing a 
v i t i a t i o n of t h e Board ' s v i t a l a d m i n i s t r a t i v e p o l i c i e s . 

"V 

" In sco res of ways the Act lodges wi th the c e n t r a l 
Board a t Washington supremacy of c o n t r o l . I f t he P r e s i -
dent of t h e Na t iona l Ci ty Bank, who i s a l s o a Class A 
D i r e c t o r of t h e Hew York Federa l Reserve Bank, can be 

j persuaded to b e l i e v e t h a t the Federa l Reserve Act a u t h o r -
i z e s , r e s e r v e banks to r ed i scoun t paper f o r s tock spec-
u l a t i v e purposes he i s too simple to h o l d e i t h e r p o s i -
t i o n . Of course , Mr. Mi tche l l knows b e t t e r ; o the rwise 
t h e r e Was no p o i n t in h i s p u b l i c d e f i a n c e of the Fede r -
a l Reserve Board. He would have thrown h i s Bank 's 
$25,000,000 i n the s p e c u l a t i v e swi r l a s a customary 
t r a n s a c t i o n . 

"This s tock s p e c u l a t i n g wi th funds of Federa l r e -
se rve banks i s by law p rec luded , as i t was d i s t i n c t l y 
in tended to be . To say Federa l r e s e r v e banks a r e n o t 
s u b j e c t to the a u t h o r i t y of the Federa l Reserve Board 
in making loans i s to b e t r a y ignorance of the law." 

The Hew York Times of October 25, 1929, a l s o con ta ins t h e fo l lowing 

i n t e rv i ew by Sena tor Glass : 
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"The present t r o u b l e i s due l a r g e l y to Charles Bi 
M i t c h e l l ' s a c t i v i t i e s , t h a t man more than 40 o t h e r s i s 
more r e s p o n s i b l e f o r t h e ^ r e s e n t s i t u a t i o n . Had t h e 
Federa l r e s e r v e ac t ed and d ismissed him, the t r o u b l e 
might be l o s s . The c r a s h has shown t h a t s tock gambl-
ing has reached i t s l i m i t ; " 

(196-151) 

-IV-

Comment, - E d i t o r i a l and Otherwise . 

R e p r e s e n t a t i v e Hamilton F i s h in the Hew York Times of Apr i l 2 , 

1929, a t t a c k e d Senator Glass and defended Mr. M i t c h e l l , s t a t i n g t h a t 

he had a v e r t e d a pan ic . He a l s o endorsed the recommendation of Mr. 

M i t c h e l l ' s Bank f o r an i n c r e a s e in r ed i scoun t r a t e s to 6$, express ing 

the b e l i e f t h a t such a s tep would be s u f f i c i e n t to end excesses in 

the s tock market . He f u r t h e r s t a t e d t h a t Mr. M i t c h e l l ' s quick t h i n k -

ing and a c t i n g should have been commended i n s t e a d of condemned by 

Senator Glass . 

The New York Journa l of Commerce, March 28, 1929, speaks of Mr. 

M i t c h e l l ' s announcement: 

"Reserve o f f i c i a l s c la im t h a t every a t tempt has been 
made by the Federa l Reserve Bank of Eew York, wi th t h e 
h e a r t y suppor t of i t s d i r e c t o r s , to c u t down the p r a c t i c e 
of r e s o r t i n g to r e s e r v e banks f o r r e d i s c o u n t s . " 

I t p o i n t s out t h a t : 

"At t h e end of 1928 l o c a l bankers r ed i s coun ted h e a v i e r 
in o rde r to ease the s t r a i n in the money market , and now 
they propose to do so aga in . On t h e b a s i s of such f a c t s 
a s t h e s e , the market and the p u b l i c a t l a r g e has g r a d u a l l y 
come to t h e conclus ion t h a t t h e appea l s of r e s e r v e banks 
and t h e i r d i r e c t o r s a r e not in tended to be t aken very 
l i t e r a l l y , and t h a t they a r e r e a l l y in the n a t u r e of ex-
h o r t a t i o n s r a t h e r than in the n a t u r e of f i n a n c i a l p r e c e p t 
o r adv ice . There has been a g r ea t dea l in the whole con-
duct of t h e Reserve System to s u s t a i n t h i s p o i n t of view, 

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



" i n c l u d i n g , of dduTse, t he W^lt«kriown s ta tement of 
Governor Young to a dongress ional Committee to thd 
e f f e c t t h a t a l l was w e l l , fo l lowed "by speeches of 
"bankers to the same p u r p o r t , and then f i n a l l y by 
h i s u rgen t r eques t of l a s t February not to l oan f o r 
s p e c u l a t i o n and not to encourage s p e c u l a t i v e a c t i v i t i e s . " 

I t a l s o speaks of t h e l a c k of conf idence which has 
been g r a d u a l l y engendered through the b e l i e f t h a t l e a d e r s 
of f i n a n c i a l op in ion do not mean e x a c t l y what they say . 
S t a t e s t h a t i t would he lp immensely i f we could ge t to 
some d e f i n i t e accepted b a s i s of unde r s t and ing on the 
whole ques t i on which would be j u s t as sound and f o r c e -
f u l when one man's s tocks a r e going down a s when those 
of ano the r have been s u b j e c t e d to p r e s s u r e . 

Mr. David Lawrence in t h e Washington S ta r of F r iday , March 29, 

1929, s t a t e s t h a t t h e Board has been d i s t u r b e d not so much by t h e a c t i o n 

taken by Mr. M i t c h e l l as by h i s s t a tement , which Mr. Lawrence quotes . 

Mr. Lawrence adds t h a t : 

" H a t u r a l l y Mr. Mi tche l l had to borrow the 25 
m i l l i o n d o l l a r s a t t he Federa l Heserve Bank of Few 
York, and by agree ing to loan t h i s money the Few 
York i n s t i t u t i o n , by i n f e r e n c e , acquiesced in h i s 
a c t i o n , f o r the Federa l Reserve Board was only i n -
t e r e s t e d in b reak ing down specu la t i on and not i n 
f o r c i n g a s i t u a t i o n in which money could not be had 
by anybody a t any p r i c e . To the ex ten t t h a t t h e . 
New York Board of d i r e c t o r s a r e presumed to have 
been a c t i n g i n harmony wi th the Federa l "Reserve 

, Board, t h e s ta tement of Mr. Mi tche l l i s r ecorded as 
u n f o r t u n a t e , i n t h a t i t may be cons t rued by the banking 
world as a c r i t i c i s m on h i s p a r t of the famous Federa l 
Reserve Board warning of February 14 th . " 

" I t was not what Mr. Mi tche l l d id , but what he 
s a i d , t h a t caused d i s c u s s i o n in o f f i c i a l q u a r t e r s h e r e , 
and f o r t h a t reason the Board i t s e l f i s not l i k e l y to 
r a i s e an i s s u e a t t h i s t ime; in f a c t , Mr. M i t c h e l l ' s 
p o i n t of view was o u t l i n e d a t Thursday ' s meet ing of 
t h e d i r e c t o r s of the Federa l Reserve Bank of Hew York 
which was a t t ended by r e p r e s e n t a t i v e s o f the Federal "Re-
se rve Board a t Washington." , 

"The Federa l Reserve Board i s determined to go to 
t h e l i m i t of i t s powers ." 
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Ho f i n s t l l y added t h a t ! 

"The r a i s i n g of tho r ed i s coun t r a t e i s t he normal weapdn 
u s e d , bu t i n a s i t u a t i o n l i k e t he p r e s e n t , which i s abnormal, 
something more d r a s t i c than a mere r a i s i n g of the r e d i s c o u n t 
r a t e i s t a l k e d about . I t i s , i n a n u t s h e l l , t h e o r d e r i n g of 
t h e Fede ra l r e s e r v e banks and branches to r e f u s e to r e d i s c o u n t 
a t a l l t he paper of member banks when p r e s e n t e d to g e t f unds 
to a i d specu la t ion* i t i s d i f f i c u l t to draw the l i n e between 
a s p e c u l a t i v e and a commercial c r e d i t , bu t t h e burden of 
p roof would be on t he banking i n s t i t u t i o n , and t h e mere 
announcement of t he o rde r or r e g u l a t i o n , i t i s f e l t h e r e , 
would be s u f f i c i e n t to t e l l the s p e c u l a t i v e element t h a t 
t h e Fede ra l Reserve Board i s i n e a r n e s t , and w i l l no t be 
d e f i e d . " 

The Hew York Times, in an e d i t o r i a l in t he e d i t i o n of March 30, 

1929, s t a t e d in p a r t a s f o l l o w s : 

"Yet i t appears t h a t the g r e a t emphasis and p o s i t i v e n e s s 
w i th which he (Senator Glass ) has denounced t h e a c t i o n of t he 
N a t i o n a l C i ty Bank, and some o t h e r banks in ITew York, in 
s t r i v i n g to a v e r t a money pan ic t h i s p a s t week were some-' 
what misp laced . 

"Sena to r Glass seems to have confused a temporary 
emergency wi th a permanent p o l i c y . 

HThe banks d id not come forward wi th funds t o promote 
s p e c u l a t i o n bu t to p reven t what t h r e a t e n e d to be a s e r i o u s 
c r i s i s in t h e money market 

"The endeavor was to surmount a t h r e a t e n i n g c r i s i s . 
I t was obv ious ly s u c c e s s f u l , and t he presumption was t h a t 
t h e s e p a r t i c u l a r bank funds were thereupon withdrawn from 
t h e money market . 

"There has been some i d l e t a l k t h a t t h e r e was an a g r e e -
ment to "peg" the c a l l money r a t e a t 15$. The mere s t a t e -
ment of t h i s shows how r i d i c u l o u s i t i s to suppose t h a t t he 
movement was one to b o l s t e r wi ld specu la t ion" Paying 15$ 
f o r money to s p e c u l a t e w i t h ceases to be s p e c u l a t i o n and 
becomes i n s a n i t y . 

"Sena to r Glass does wel l to ho ld up the hands of t h e 
Fede ra l Reserve Board in t h e e f f o r t s which i t has made to 
keep t h e v.'hole c r e d i t system of the n a t i o n from be ing u p e e t . 
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" I n t h i s n o s i t i o n i t i s p robab le t h a t t he g r e a t m a j o r i t y 
of c a u t i o u s and r e s p o n s i b l e bankers agree wi th him." 

(190-2) 

-V-

ffurther Comment. 

Approval of Mr, M i t c h e l l ' s course . 

A n n a l i s t 
D. W. E l l swor th . 

Mar. 29, 1929. 190 - 17. 

"Brooklyn Dai ly Eagle . 190 - 58. 

Ba l t imore Sun 
Apparent ly aooroves what he d id bu t c r i t i c i s e s what he s a id . 

190 - 58. 

F i n a n c i a l News. 
Apr i l 2 , 1929. 190 - 145 (2) 

F i s h , Hamilton, Gong. 
Apr i l 3, 1929, 190 - 33. 

F i s h e r , P r o f . I r v ing . 
A p r i l 1 , 1929. 190 - 24. 

H a r t f o r d Courant. 190 - 58. 

New York Evening P o s t . 190 - 58. 

Hew York Herald-Tr ibune. 
March 29, 1929. 1 9 0 - 3. 

How York Times. 
March 30, 1929. 190 - 2 

New York ^ o r l d . 
Mar. 28, 1929. 1 8 9 - 1 4 2 . 
Mar. 30, 1929. 190 - 16. 

Owen, Ex-Senator 
Mar. 31, 1929. 190 - 14. 

Spokane Sookesman-Beview. 
Apparent ly approves what ho d id bu t c r i t i c i e o s what he s a id . 

190 - 58. 
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S p r i n g f i e l d Sejmbl ica iu 
Approves what he d id . 
C r i t i c i s e s what he s a id , 

190 - 58. 

Approval of Senator g l a s s ' s c r i t i c i s m of Mr. M i t c h e l l . 

San Franc i sco Chronica l . 190 - 58. 

Lawrence, David. 190 - 5, 

Ra l e igh Hews and Observer . 190 - 58. 
Neu t ra l 

Chicago Dai ly Brews. 190 - 58. 

Kansas Ci ty J o u r n a l - P o s t . 190 - 58. 
Ambiguous 

Hew York Jou rna l of Commerce. 189 - 138. 

He sumo 

The above q u o t a t i o n s seem to show t h a t a s a r u l e the p r e s s of the 

count ry approved, or a t l e a s t d id not o b j e c t t o , what Mr. Mi t che l l d id 

to r e l i e v e t h e money market and to a v e r t a t h r ea t ened p a n i c . 

Many of t h e p a p e r s , however, whi le approving what he d i d , c r i t i c i s e d 

him s e v e r e l y f o r what he s a i d . 

—VI— 

Proceedings in the Federal Reserve Board. 

March 28, 1929; 

Dr. M i l l e r te lephoned from New York t h a t t h e bankers a r e very angry 

because of Mr. M i t c h e l l 1 s in t e rv iew; t h a t they d id not o b j e c t to h i s r e -

l i e v i n g t h e market to avoid panicky c o n d i t i o n s , bu t t h a t h i s i n t e rv i ew 

over th rew banking con t ro l of t h e s i t u a t i o n and s t a r t e d up s p e c u l a t i v e 

a c t i v i t y anew. 
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, n . 442 
Goverhdf touAg was asked by the Board to c a l l up Mr. Mi t che l l and 

a s k him to inform the Board in w r i t i n g j u s t what he s a i d i n h i s in te rv iew. 

March 29, 1929s 

Dr. M i l l e r s t a t e d t h a t he met Mr. Mi tche l l a t a meet ing of t h e 

New York d i r e c t o r s ; t h a t Mr; Mi tche l l was very i r r i t a b l e and p e t u l a n t ; 

t h a t he ( M i t c h e l l ) t o l d him he was in a b e l l i g e r e n t mood, and t h a t the 

Fede ra l Reserve Act mast be changed to t a k e away t h e power of the Board, 

Dr. M i l l e r s t a t e d t h a t t he sent iment in New York was a g a i n s t Mr. 

M i t c h e l l a s hav ing given h i s i n t e rv i ew f o r the s e l f i s h p r e s t i g e of h i s 

Bank a t t h e expense of h i s banking compet i to r s ; t h a t o t h e r New York banks 

had done as much a s , or more than , Mr. Mi t che l l to r e l i e v e f i n a n c i a l 

s t r e s s . 

Dr. M i l l e r s a i d a l l was going well u n t i l Mr. Mi t che l l gave out h i s 

i n t e rv i ew; t h a t we could not ye t say whether t h a t i n t e rv i ew had blocked 

d i r e c t p r e s s u r e o r no t ( p r ev ious ly he had t o l d C. S. H. he f e a r e d i t had . ) 

The Board f i n a l l y agreed on a l e t t e r to Mr. M i t c h e l l , and ordered 

i t s e n t . Governor Young a t f i r s t o b j e c t e d , saying t h a t Mr. Mi t che l l 

might p u t t h e .Board i n a h o l e , l a t e r , however, he d i c t a t e d a l e t t e r 

couched more modera te ly , and a l l agreed to i t , 

Mr. James s a i d t h a t t he Board should remove Mr. M i t c h e l l , a s de-

manded by Senator Glass in y e s t e r d a y ' s p a p e r s . 

Most of the Board f e l t t h a t we should send the l e t t e r and l a t e r 

dec ide what f u r t h e r to do. 

There was l i t t l e , i f any, c r i t i c i s m made in the Board a s to what 

Mr. Mi t che l l d i d , bu t severe c r i t i c i s m as to what he s a i d . 
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.12. ; 443 
Ho a c t i o n was taken by the Board and the mat ter s t i l l remains on 

the docket as " u n f i n i s h e d "business"! 

- V I I -

Correspondence Between Federal Reserve Board and Mr. Mi t che l l , 

On March 29, 1929, Governor Young sent the fo l lowing l e t t e r : 

"The New York Herald-Tribune of Wednesday, March 
27, pub l i shed the fo l lowing statement a t t r i b u t e d to you: 

'So f a r as t h i s i n s t i t u t i o n i s concerned, we 
f e e l t h a t we have an o b l i g a t i o n which i s paramount 
to any Federal r e s e r v e warning, or anything e l s e , 
to a v e r t , so f a r as l i e s wi th in our power, any 
dangerous c r i s i s in the money market . 

•While we a r e averse to r e s o r t i n g to r e d i s -
count ing f o r the purpose of making a p r o f i t i n the 
c a l l market , we c e r t a i n l y would not s tand by and 
see a s i t u a t i o n a r i s e where money became impossible 
to secure a t any p r i c e . ' 

"At t h e reques t of the Federal Reserve Board anf f o r i t s 
i n fo rma t ion , I would a p p r e c i a t e i t very much i f you would l e t 
me know whether you were c o r r e c t l y quoted." 

On Apri l 1 , 1929, Mr. Mi tche l l r e p l i d d as fo l lows ; 

" I acknowledge r e c e i p t of your l e t t e r of March 29th asking 
on the 7)art of the Federal Eeserve Board, i f , i n a s ta tement 
a c c r e d i t e d to me in the Hew York Herald Tribune of Wednesday, 
March 27th , I was c o r r e c t l y quoted. You w i l l r e a l i z e t h a t I 
d id not w r i t e or give out any s ta tement , but as the r e s u l t of 
t a l k i n g wi th a r e p o r t e r f o r perhaps two or t h r e e minutes I was 
quoted in the a r t i c l e in ques t ion . General ly speaking, I 
t h i n k the r e p o r t e r c o r r e c t l y expressed my view. 

"That a c r e d i t c r i s i s was not only th rea tened bu t . d id 
e x i s t on Tuesday, March 26th , i s a f a c t tha t has genera l 
acknowledgment. 

" I f t he re can be o b j e c t i o n on the p a r t of your Board 
to the s ta tement , I assume i t must have r e f e r e n c e to the 
fo l l owing words, ' so f a r as t h i s i n s t i t u t i o n i s concerned 
we f e e l t h a t we have an o b l i g a t i o n which i s paramount to 
any Federal r e s e rve warning, or anything e l s e . 1 

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



X-6873 

— 13 — 4: 

"One of the a c t u a t i n g reasons f o r the fo rmat ion of 
the Federa l Reserve System was to avoid c r e d i t and cur rency 
c r i s e s and though in the format ion of the System t h a t "be-
came a Federa l r e s e r v e r e s p o n s i b i l i t y , n e v e r t h e l e s s I do 
n o t b e l i e v e , and I do not conceive t h e p u b l i c a s b e l i e v i n g , 
t h a t such banks a s ours were thereby r e l i e v e d of a l i k e 
r e s p o n s i b i l i t y , and I conclude t h a t t he o b l i g a t i o n f o r the 
f u l f i l l m e n t of t h a t i n s t i t u t i o n a l r e s p o n s i b i l i t y a t any 
c r i t i c a l moment i s paramount to the maintenance of a Fed-
e r a l Reserve Board genera l p o l i c y . I t was our assumed 
o b l i g a t i o n in t h a t c r i t i c a l moment t h a t i s r e f e r r e d to 
i n the a r t i c l e in ques t ion . 

"Our p o s i t i o n r ega rd ing the n e c e s s i t y of cu rb ing 
s p e c u l a t i o n and of r e s t r a i n i n g t h e unhea l thy growth of 
t h e c r e d i t s t r u c t u r e has so o f t e n been p u b l i c l y s t a t e d 
and so wel l known everywhere t h a t I assume t h e r e i s no 
need f o r e l a b o r a t i o n thereon to your Board." 

What Mr. Mi t che l l Did, as d i s t i n g u i s h e d from what he Sa id . 

The fo l l owing t a b l e shows borrowings f r o n the Federa l r e s e r v e 

banks and c a l l l o a n s made (1) 3y the Nat iona l Ci ty Bank, (2) By 22 

banks in Hew York Ci ty , from Fr iday , March 22nd, through Sa turday , 

March 30th : 

VIII-

( In m i l l i o n s of d o l l a r s ) 
: NATIONAL CITY BANK 22 banks in Few York City 

Date : Borrowings : 
• from Fede ra l : Cal l loans 
: r e s e r v e bank: _____ 

Borrowings from 
Federa l 

r e s e r v e banks 
Call loans 

F r i . Mar.22 14 
Sa t . * 23 0 
Won. " 25 25 
Tues. " 26 24 
Wed. " 27 35 
Thur s . " 28 -
F r i d . » 29 
Sa t . " 30 

137 
138 
144 
150 
141 
135 
135 
135 

114 
157 
191 
177 
190 
154 
137 
154 

812 
833 
842 
809 
802 
785 
826 
848 

(208 - 116.) 
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I t i s i n t e r e s t i n g a l so to no t e t h a t t he Nat iona l Ci ty Bank in the 

f o l l owing 12 weeks, borrowed only on 11 days. 

I t seems to me t h a t t h e above f i g u r e s could h a r d l y se rve as a con-

c l u s i v e demonst ra t ion of borrowing from the Federa l r e s e r v e bank in order 

to i n c r e a s e c a l l l o a n s . 

Between F r i d a y , March 22nd, and Saturday , March 23rd , borrowings 

decreased to n o t h i n g , whi le c a l l l oans i nc reased s l i g h t l y . 

From Monday, March 25th , to Tuesday, March 26 th , borrowings de-

c reased 1 m i l l i o n , whi le c a l l l oans inc reased 6 m i l l i o n s . 

From Tuesday, March 26th , to Wednesday, March 27 th , borrowings 

i nc r ea sed 11 m i l l i o n s , whi le c a l l l oans decreased 9 m i l l i o n s . 

From Wednesday, March 27th , through the r e s t of t h e week, the 

borrowings were a l l p a i d o f f , whi le the c a l l loans were reduced on 

Thursday to 135 m i l l i o n s and remained a t t h a t f i g u r e through Thursday, 

F r iday , and Saturday . 

Such a r e c o r d would of i t s e l f h a r d l y have j u s t i f i e d t h e Board in 

removing Mr. M i t c h e l l on the ground of having borrowed s p e c i f i c a l l y in 

o rde r to o b t a i n Federa l r e s e r v e c r e d i t f o r s p e c u l a t i v e u s e s , even though 

such u s e s , in unreasonable amounts, would undoubtedly have been in 

v i o l a t i o n of the Federa l Reserve Act and of the p o l i c i e s of the Board 

a s announced, by Regu la t ions or o the rwise , the reunder . 

- I X -

Discuss ion as to what Mr. Mi t che l l a c t u a l l y s a id in h i s I n t e rv i ews . 

The ques t ion l e f t f o r c o n s i d e r a t i o n would seem to be whether t h e 

Board would have been j u s t i f i e d in removing Mr. Mi tche l l f rom o f f i c e 
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as a Glass A D i r e c t o r , because of what he s a i d in the above quoted i n t e r -

views. 

The p u r p o r t of what he s a i d was t h a t he cons idered t h a t h i s Bank 

had an o b l i g a t i o n * paramount to any Federal r e s e r v e warning or anything 

e l s e , to a v e r t , a s f a r a s i t l a y in h i s power, any dangerous c r i s e s in 

t h e money market , wi th an i n t i m a t i o n , very C l e a r l y expressed , t h a t he 

would not h e s i t a t e to r e d i s c o u n t a t the Federa l r e s e r v e bank f o r t h i s 

purpose . 

This was c l e a r l y , and was in tended to be , a d e l i b e r a t e d e f i a n c e of 

t h e a u t h o r i t y of the Federa l Reserve Board, and an a t t a c k on i t s p o l i c i e s 

as he a p p a r e n t l y conceived them. 

This d e f i a n c e and a t t a c k was made by a Class A D i r e c t o r of t h e 

Federa l Reserve Bank of Few York who had taken oa th t h a t he would not 

knowingly v i o l a t e , or w i l l i n g l y permi t to be v i o l a t e d , any of t h e 

p r o v i s i o n s of t h e Federa l Reserve Act. 

This i n t e r v i e w , moreover, c o n s t i t u t e d a d i r e c t i n c e n t i v e to specu-

l a t o r s to proceed in t h e i r orgy under the b e l i e f t h a t the s p e c u l a t i v e 

market would be suppor ted by the banks by the use of Federa l r e s e r v e 

c r e d i t . 

In my op in ion , t h i s s t a tement of Mr. Mi t che l l would have j u s t i f i e d 

t h e Board in removing him, even on the assumption, as to which I express 

no op in ion , t h a t h i s a c t i o n in r e l i e v i n g the money market may have been 

j u s t i f i a b l e , and even though, in f a c t , he d id not secure any a d d i t i o n a l 

r e d i s c o u n t s to p r o v i d e the funds he p l a c e d , or proposed to p l a c e , on the 

c a l l loan market . 
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-x-

F i n a l Conclusion. 

Assuming a l l of the above to be t r u e , however, i t was neces sa ry 

f o r the Board to cons ider p o s s i b l e consequences which might a r i s e fro® 

t h e e x e r c i s e of i t s power of removal in t h i s case . 

I t should be remembered t h a t the banking s i t u a t i o n a t t h a t t ime 

was i n a s t a t e of h igh t e n s i o n , and t h a t the b reak was one of t h e 

s h a r p e s t in Stock Exchange h i s t o r y . 

I t should be f u r t h e r remembered, t h a t even a t t he lowes t p r i c e s 

of Tuesday, March 26, 1929, the i n d u s t r i a l averages were l e f t h ighe r 

than a t t he peak of the boom in November, 1928, so t h a t t h e r e was 

ample room f o r a f u r t h e r d i s a s t r o u s b reak should the tension con t inue , 

o r should some new source of apprehension a r i s e . 

Looking backward, I f e a r t h a t the removal o f Mr. Mi t che l l a t 

t h a t t ime might have brought about the very c o l l a p s e which f i n a l l y 

came i n October - s i x months l a t e r . I f such had been the r e s u l t of 

the Boa rd ' s a c t i o n , I am sure i t would have f e l t t h a t t he p r i c e p a i d 

was too h igh f o r e x p e l l i n g Mr. M i t c h e l l . 

The Federa l Reserve Board, as i t s t a t e d in i t s warning of Feb-

r u a r y 7 , 1929, n e i t h e r p lanned nor d e s i r e d a c rash i n the New York 

s tock market . On the c o n t r a r y , I b e l i e v e i t saved the coun t ry from 

such a c r a sh by i t s r e f u s a l to adopt the a f f i r m a t i v e r a t e i n c r e a s e 

p o l i c y of the Federa l Reserve Bank of Hew York. 

The Board, by i t s p o l i c y of d i r e c t p r e s s u r e under t h e 5$ r a t e , 
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simply sought to p r o t e c t k ^ l d u l t u r e and commerce by g r a d u a l l y wi th -

drawing Federa l r e s e r v e c r e d i t from the s p e c u l a t i v e channels i n to 

which i t had seeped, and I f e l t a t the time t h e r e was a t l e a s t some 

hope t h a t t h i s could "be done without b r i n g i n g on a c r i s i s in the s tock 

market . 

The f i n a l c r a s h of October , 1929, in my op in ion , came not from 

t h e withdrawal of Federa l r e s e r v e c r e d i t from s p e c u l a t i v e channe l s , 

b u t from the i n c r e a s e of s p e c u l a t i v e c r e d i t in those channels brought 

about by t h e ava lanche of "boot legging" c r e d i t c o n s i s t i n g of l oans 
11 f o r o the r s " over which the Federa l Reserve System had no c o n t r o l , -

, which avalanche made the s p e c u l a t i v e c r e d i t s t r u c t u r e so top-heavy t h a t 

i t f i n a l l y broke of i t s own weight . 

I t would c e r t a i n l y have been most u n f o r t u n a t e i f the Board, 

having saved the coun t ry from a c o l l a p s e i n the s tock market by b lock-

ing the p o l i c y of the Federa l Heserve Bank of New York in e n t e r i n g 

upon i n c i s i v e , r e p e a t e d i n c r e a s e s in d i scount r a t e s , had found t h a t 

by the expuls ion of Mr. M i t c h e l l , under the t e n s e banking c o n d i t i o n s 

a t t he t ime, i t had brought on the very c r i s i s i t hoped i t could avoid 

through the o p e r a t i o n of d i r e c t p r e s s u r e upon banks to reduce t h e i r 

borrowings, and I am of the opin ion t h a t the Board showed good judg-

ment in f a i l i n g to v i s i t t h i s p e n a l t y upon him, however r i c h l y i t may 

have been deserved . 

In t h i s connec t ion , a t t e n t i o n should be c a l l e d to Mr. M i t c h e l l ' s 

g ro tesque m i s i n t e r p r e t a t i o n of c r e d i t c o n d i t i o n s between t h e time of 

t h e above i n t e r v i e w s and t h e f i n a l c rash in October . For example, on 
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September 23, 1929, he s t a t e d in an in t e rv i ew t h a t t h e r e was no occasion 

f o r worrying about "brokera l o a n s or c r e d i t c o n d i t i o n s ; on October 22, 

1929, r e t u r n i n g from Europe, he s t a t e d t h a t cond i t i ons were sound, 

and t h a t many s e c u r i t i e s were s e l l i n g a t p r i c e s below t h e i r r e a l va lue; 

on t h e same day, he announced, wi th almost sa rdonic humor, t h a t t he 

p u b l i c was s u f f e r i n g from b roke r s l o a n i t i s ! 

As above s t a t e d , t h i s m a t t e r i s now on the docket of t h e Board 

a s u n f i n i s h e d b u s i n e s s , and can be brought up a t any time f o r f i n a l 

de t e rmina t ion by any member. 

In my op in ion , however, i t would be b e t t e r f o r t h e Board to l e a v e 

Mr. Mi t che l l in the morass in which he has p l aced h i m s e l f , and not 

incur the r i s k of making a martyr of him by any f u r t h e r p roceed ings . 

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



X-6875 

DIGEST OF STATE LAWS RELATING 10 MEMBERSHIP 07 STATE 

BANKS AND TRUST COMPANIES IN FEDERAL RESERVE SYSTEM 

ASP RESERVES REQUIRED OF SUCH EMBERS. 

(Final draft) 

The following digest was prepared in the o f f i c e of 
the General Counsel to the Federal Reserve Board, with the 
assistance of the Counsel for the various Federal reserve 
banks, at the request of the Committee on Bank Reserves of the 
Federal Reserve System. The digest shows the provisions of 
the State laws permitting banks and trust companies to join 
the Federal Reserve System and authorizing member banks and 
trust companies to maintain the reserves required by the Fed-
eral Reserve Act in l i e u of those required by the State law; 
and where the provisions on either of these jo ints have been 
amended, the digest also shows the original provisions and 
the dates of and changes effected by a l l amendments. 
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ALABAMA. 

A 
Banks and t r u s t coi-:oani<9B x W m i t t e d to become metnbers bf Federa l Reserve 

•», - • •» • - • • ' • • 

System; 

An a c t of the L e g i s l a t u r e of Alabama approved on September 17, 
1919, p r o v i d e s t h a t any S t a t e bank or t r u s t company " s h a l l have t h e 
power to subsc r ibe to the c a p i t a l s tock and become a member of a Fed-
e r a l r e s e r v e bank ***". (Laws of 1919, Act approved September 17, 1919, 
sec . 1; C iv i l Code, sec . 6416; Banking Law Pamphlet , 1928, s e c . 6416, 
p . 4 5 . ) 

Conwliance wi th Federa l Reserve Act r e s e r v e requi rements accented a s 
compliance wi th S t a t e law requ i rements . 

The Act of September 17, 1919, a l s o p rov ides t h a t a member 
bank or t r u s t company " s h a l l keep and main ta in as a l a w f u l r e s e r v e the 
same r e s e r v e s a s a r e r e q u i r e d by the Federa l Reserve Act and the 
amendments t h e r e t o of o t h e r banks members of the Federa l Reserve Sys-
tem, and a compliance by such bank or t r u s t company of t h i s S t a t e wi th 
the r e s e r v e requi rements of the Federa l Reserve Act s h a l l be h e l d to 
be a f u l l compliance wi th the p r o v i s i o n s of the laws of t h i s S t a t e 
on the s u b j e c t of b*nk r e s e r v e s , and such bank or t r u s t company s h a l l 
no t be r e q u i r e d to c a r r y r e s e r v e s o the r than such a s a r e r e q u i r e d under 
the terms of t h e Federa l Reserve" Act and i t s amendments." (Laws of 
1919, Act approved September 17, 1919, sec. 1; C iv i l Code, sec . 5418; 
Banking Law Pamphlet , 1928, sec . 5418, p . 46 . ) 

ARIZONA. 

Bank or t r u s t company a u t h o r i z e d to "become member of Fede ra l Reserve 
System. 

On March 18, 1919, an ac t of t h e L e g i s l a t u r e of t h i s S t a t e was 
approved in which i t was p rov ided "That any bank or t r u s t company i n -
co rpora ted under t h e laws of t h i s S t a t e s h a l l have the oower to subsc r ibe 
to the c a p i t a l s t ock and become a member of a Federa l Reserve Bank." 
(Laws of 1919, Act approved March 18, 1919, ch. 99, sec . 2 . ) 

In 1922, t h e L e g i s l a t u r e enacted a new Code of t h e banking 
laws of t h i s S t a t e and a p r o v i s i o n cover ing membership in the Federa l 
Reserve System s u b s t a n t i a l l y t h e aame as t h e 1919 p r o v i s i o n i s included 
in t h e Code. The new Code p rov ides "That any bank or t r u s t company 
i n c o r p o r a t e d under t h e laws of t h i s S t a t e s h a l l have t h e power to sub-
s c r i b e to t h e c a p i t a l s tock and become a member of the Fede ra l Reserve 
System c r e a t e d and organized under an Act of Congress of t h e Uni ted 
S t a t e s and known a s the Federa l Reserve Act ." (Sess ion Laws of 1922, 
ch. 31, sec . 72; General Banking Laws, 1922, sec . 72, p . 4 7 . ) 
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Comgliance wi th Federal Reserve Act r e s e rve requirements accepted as • 
compliance wi th S t a t e law requirements* 

The a c t approved March 18, 1919, a l so provided t h a t a compliance 
by a member bank or t r u s t company "with the r e se rve requirements of 
the Federal Reserve Act, s h a l l be h e l d to be a f u l l compliance wi th 
those p r o v i s i o n s of the laws of t h i s S t a t e which r e q u i r e banks or 
t r u s t companies to maintain cash balances in t h e i r v a u l t s or with 
o ther banks, and no such bank or t r u s t company s h a l l be r e q u i r e d to 
ca r ry or main ta in r e s e r v e o ther than such as i s r equ i r ed under the 
terms of the Federal Reserve Act ." (Laws of 1919, Act approved March 
18, 1919, ch. 99, sec. 4 . ) 

The new 1922 Banking Code a l so s u b s t a n t i a l l y i n c o r p o r a t -
es the 1919 p r o v i s i o n s pe rmi t t ing a compliance wi th the reserv- r e -
quirements of the Federal Reserve Act in l i e u of the requirements of 
S ta t e law. In t h i s connect ion, the new Code prov ides t h a t "Any 
such bank or t r u s t company s h a l l comply with the r e se rve reouiram n t s 
of the Federal Reserve Act and i t s amendments, and the comnli u.ce r f 
such bank or t r u s t company therewi th sha l l be in l i e u o f , and ;:,hall 
r e l i e v o such bank or t r u s t company from compliance wi th the orovis ions 
of the laws of t h i s S t a t e r e l a t i n g to the maintenance of r e s e r v e s . " 
(Seaeion Laws of 1922, ch. 31, sec. 74; General Banking laws, 1922, 
sec. 74, p . 47 . ) 

A r e v i s e d code of the laws of Arizona was pub l i shed in 19?8, 
and t he membership and r e se rve p rov i s i ons s e t f o r t h above have been 
incorpora ted i n to one s ec t i on of t h i s code. This s e c t i o n p rov ides t h a t : 
"Any bank may subscr ibe to t h e c a p i t a l s tock and become a member of the 
f e d e r a l r e s e r v e system c r e a t e d and organized under an a c t of congress of 
the United S t a t e s and known as the f e d e r a l r e se rve a c t . The compliance 
of such bank wi th the r e se rve requirements of s a id a c t s h a l l be in l i e u 
o f • and s h a l l r e l i e v e such bank from compliance wi th the p r o v i s i o n s of 
the laws of t h i s s t a t e r e l a t i n g to the maintenance of r e s e r v e s . The 
super in tendent may * * *. (Sees. 72, 74-5, i . d . cons, a r e v . ) " (Revis-
ed Code of Arizona, 1928, sec. 268.) 

The r e v i s e d code a l so provides t h a t " t he term bank s h a l l i n -
clude commercial banks, savings bank and t r u s t companies * * *. " (Re-
v i sed Code of Arizona, 1928, sec. 209.) 

a rkansas . 

Banks and t r u s t companies may own stock in Federal Reserve Bank. 

An a c t of March 22, 1919, of the L e g i s l a t u r e of t h i s S t a t e 
p rov ides t h a t S t a t e banks and t r u s t companies may "own such amount of 
s tock in a Federal Reserve Bank as may be r equ i red by the Federal Re-
serve Act f o r a l l banks, t r u s t companies or savings banks becoming 
members t h e r e o f . " (Acts of 1919, Act of March 22, 1919, Act 339, p . 
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251, sec , 3; Ci & M» Diges t , 1926, sec, 740$ Banking Law Pamphlet , 
1929, s ec . 100, p . 75*) 

Compliance wi th Federa l Reserve Act requi rements h e l d compliance 
w i th S t a t e law requ i rements . 

The Act of March 22, 1919, a l so p rov ides t h a t member banks 
and t r u s t companies " s h a l l keep and main ta in as a l a w f u l r e s e r v e , 
t h e same r e s e r v e s a s a r e r e q u i r e d of o the r bank members of t h e Fett-
er a l Reserve System" and such a compliance by member banks and t r u s t 
companies " s h a l l be h e l d to be a f u l l compliance w i th t h e p r o v i s i o n s 
of the laws of t h i s S t a t e on t h e s u b j e c t of bank r e s e r v e s . " (Acts 
of 1919, Act of March 22, 1919, Act 339, p . 251, sec . 1; C. & M, 
Diges t , 1926, sec . 738; Banking law Pamphlet , 1929, sec . 103, p . 77 . ) 

CALIFORNIA. 

Banks exp re s s ly and t r u s t companies impl i ed ly au tho r i zed to become 
members of Federa l Reserve System. 

In 1913, the s o - c a l l e d Bank Act of C a l i f o r n i a was amended so 
a s to p r o v i d e in p a r t t h a t any bank " i s hereby a u t h o r i z e d and emr-
powered to j o i n or a s s o c i a t e i t s e l f w i th any ' n a t i o n a l r e s e r v e a s so -
c i a t i o n of the Uni ted S t a t e s ' or branch t h e r e o f , or any p l a n now or 
h e r e a f t e r c r e a t e d o r e s t a b l i s h e d by a c t of congress whether such bank-
ing or currency a s s o c i a t i o n or p l a n be c r e a t e d by congress under t h e 
above o r any o t h e r name". ( C a l i f o r n i a Bank Act, a s amended i n 1913*, 
sec . 56 . ) The s e c t i o n of t h e laws c o n t a i n i n g the above p r o v i s i o n was 
amended in 1915, b u t the wording of t h e p r o v i s i o n in ques t ion was not 
changed. 

In 1919, the bank a c t was f u r t h e r amended so t h a t i t now p r o -
v ides in p a r t t h a t "Any bank i s hereby a u t h o r i z e d and empowered to be -
come a member of a Federa l r e s e r v e bank, n o t h i n g in t h i s a c t s h a l l p r o -
h i b i t any such bank from becoming a member of a Federa l r e s e r v e bank, i n 
t h e manner p rov ided i n t h e f e d e r a l r e s e r v e a c t , nor from i n v e s t i n g any 
p a r t of i t s c a p i t a l o r s u r p l u s o r r e s e r v e fund in the c a p i t a l s t ock 
of such f e d e r a l r e s e r v e bank, in accordance wi th t h e terms and p r o v i -
s i ons of such f e d e r a l r e s e r v e a c t ; * * ( C a l i f o r n i a Bank Act, as 
amended in 1919, sec . 56 . ) 

In 1919 l e g i s l a t i o n a l so amended t h e laws cover ing t r u s t com-
p a n i e s so as imp l i ed ly to a u t h o r i z e such companies to become members of 
t h e Federa l Reserve System, the p r o v i s i o n in ques t ion p r o v i d i n g i n p a r t 
t h a t "Any t r u s t company upon becoming a member of a f e d e r a l r e s e r v e bank 
i s a u t h o r i z e d and empowered * * * " . ( C a l i f o r n i a Bank Act, a s amended 
in 1919, sec . 9 0 . ) 
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The C a l i f o r n i a Bank Aqt p rov ides t h a t t he Word ''bank?1 a s Used 
t h e r e i n s h a l l i nc lude any c o r p o r a t i o n 11 t r a n s a c t i n g a t r u s t b u s i n e s s " . 
( C a l i f o r n i a Bank Act, sec . 2 . ) 

Compliance w i th r e s e r v e p r o v i s i o n s of Federa l Reserve Act a s r e l i e v i n g 
compliance wi th S t a t e law. 

P r i o r to 1919, member banks and t r u s t companies were no t p e r -
m i t t e d to ma in ta in the r e s e r v e s p r e s c r i b e d by the Federa l Reserve Act 
i n l i e u of t h e r e s e r v e s p r e s c r i b e d by t h e S t a t e law, a s l e g i s l a t i o n 
enac ted i n 1915 on ly p e r m i t t e d such banks and t r u s t companies to main-
t a i n a s r e s e r v e s on depos i t w i th a Federa l r e s e r v e bank such p o r t i o n of 
t h e i r t o t a l r e s e r v e s a s was r e q u i r e d by members of t h e Federa l Reserve 
System. ( C a l i f o r n i a Bank Act , a s amended in 1915, sec . 2 0 . ) 

In t h e Bank Act, a s amended in 1919, t h e r e were two p r o v i s i o n s 
r e l a t i n g to r e s e r v e requ i rements which r ead a s f o l l ows : 

"Sec. 20. Every commercial bank s h a l l main ta in t o t a l r e s e r v e s * * * 

" I f any bank s h a l l have become a member of a f e d e r a l 
r e s e r v e bank, i t s h a l l comply wi th the r e s e r v e requ i rements 
of t h e f e d e r a l r e s e r v e a c t and i t s amendments, and i t s com-
p l i a n c e t he r ewi th s h a l l be i n l i e u o f , and s h a l l r e l i e v e such 
bank from compliance w i t h , t he p r o v i s i o n s of t h i s s o c t i o n . 
* * * . » 

"Sec . 68. Every savings bank or savings department of a bank s h a l l 
a t a l l t imes main ta in t o t a l r e s e r v e s * * * 

" I f any bank s h a l l have bccome a member of a f e d e r a l r e -
se rve bank, i t s h a l l a t a l l t imes main ta in the r e s e r v e s r e q u i r e d 
by t h e f e d e r a l r e s e r v e a c t f o r t ime d e p o s i t s , and i n a d d i t i o n 
t h e r e t o s h a l l be r e q u i r e d to ma in ta in a r e s e r v e of a t l e a s t two 
p e r centum of i t s aggrega te d e p o s i t s , exc lus ive of Uni ted S t a t e s , 
p o s t a l s av ings , s t a t e , county and munic ipa l , and o t h e r p u b l i c 
money d e p o s i t s , which a r c secured as i s r e q u i r e d by law, which 
two p e r centum s h a l l c o n s i s t of gold b u l l i o n , o r any form of 
money or cur rency a u t h o r i z e d by the laws of the Uni ted S t a t e s . " 

That p a r t of Sec t ion 20 above quoted has not been amended s ince 
i t s enactment im 1919, bu t t h a t p a r t quoted from Sec t ion 68 was amended 
i n 1921 to r e a d a s f o l l o w s : 

" I f any savings bank s h a l l have become .a member of a 
f e d e r a l r e s e r v e bank, i t s h a l l comply wi th t h e r e s e r v e require-? 
ments of t h e f e d e r a l r e s e r v e a c t and i t s amendments, and i t s 
compliance t h e r e w i t h s h a l l be in l i e u o f , and s h a l l r e l i e v e 
such savings bank or sav ings department of a depar tmenta l bank 
from compliance wi th t h e p r o v i s i o n s of t h i s s e c t i o n . " ( L . 1921, 
ch. 780, sec . 28, p . 1400.) 
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I t w i l l be no ted t h a t in the above quoted p r o v i s i o n s of s e c t i o n 
SO t h e r e i s no s p e c i f i c r e f e r e n c e to the r e s e r v e requ i rements of t r u s t 
companies; and, a l though t h e word "•bank?1 i s de f i ned by the Bank Act a s 
i n c l u d i n g any c o r p o r a t i o n " t r a n s a c t i n g a t r u s t bus iness" ( C a l i f o r n i a 
B6nk Act* sec . 2 ) , i t would seem to be a ques t ion of c o n s t r u c t i o n a s to 
whether o r no t t r u s t companies could be inc luded w i t h i n the meaning of 
the word "bank", a s t h e word i s used in t h a t p a r t of s e c t i o n 20 r e l a t -
ing to banks which have become members of t h e Federa l Reserve System, 
inasmuch a s the opening sen tence of the s e c t i o n r e f e r s t o commercial 
banks . 

COLORADO. 

Banks and t r u s t companies p e r m i t t e d to become members of Federa l 
Reserve System. 

Under t h e terms of an a c t approved Apr i l 4 , 1919, a S t a t e 
bank or t r u s t company i s g iven "power to subsc r ibe to the c a p i t a l 
s t ock and become a member of a Federal Reserve Bankf. (Laws of 1919, 
Act approved A p r i l 4 , 1919, p . 298, sec . 2; C o u r t r i g h t ' s M i l l s An-
n o t a t e d S t a t s . , 1930, sec . 403 i - 403 j , p . 192 b; Banking Law Pam-
p h l e t , 1928, sec . 167, p . 8 0 . ) 

Compliance w i th Federa l Reserve Act r e s e r v e s r e l i e v e s compliance wi th 
r e s e r v e requ i rements pf S t a t e law. 

In 1923, the l e g i s l a t u r e of t h i s S t a t e enacted l e g i s l a t i o n 
p r e s c r i b i n g when member banks and t r u s t companies may be r e l i e v e d from 
complying wi th S t a t e r e s e r v e laws, the p r o v i s i o n i n t h i s connect ion p r o -
v i d i n g t h a t "w i th t h e approval of t h e S t a t e Bank Commissioner, any c o r -
p o r a t i o n now or h e r e a f t e r o rgan ized under the laws of t h i s s t a t e as a 
t r u s t company or banking t r u s t company, o r en joy ing and e x e r c i s i n g t h e 
r i g h t s , powers and p r i v i l e g e s of a bank and t r u s t company, under t h e 
laws of t h e s t a t e , i f a member of a Federa l r e s e r v e bank, may by a com-
p l i a n c e w i th t h e requ i rements of t h e Federa l Reserve Act and the regulac-
t i o n s of t h e Fede ra l Reserve Board a s to t h e maintenance of r e s e r v e s , 
be r e l i e v e d to t h e requ i rements of t h e laws of t h i s s t a t e r e l a t i n g to 
such r e s e r v e s . " (Laws of 1923, p . 191, sec . 1; C o u r t r i g h t ' s M i l l s 
Annotated S t a t s . , 1930, s ec . 341a, p . 146a; Banking Law Pamphlet , 1928, 
sec . 149, p . 7 3 . ) 

C0M3CTICUT. 

Banks and t r u s t companies may purchase s tock in Federa l Reserve Bank. 

P r i o r to 1931 t h e laws of t h i s S t a t e d id no t c o n t a i n any 
p r o v i s i o n s e x p r e s s l y a u t h o r i z i n g banks o r t r u s t companies to purchase 
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s tock in and becomc members. of f e d e r a l r e so rve banks. Under the terms 
of an a c t approved June 8> l9<37, however, banks and t r u s t companies 
"may purchase and ho ld corpora te s e c u r i t i e s of any d e s c r i p t i o n , p r o -
vided t he t o t a l amount a t t he purchase p r i c e inves ted in co rpo ra t e 
s tocks s h a l l a t no t ime exceed twen ty - f ive pe r centum of i t s combined 
c a p i t a l , surp lus and undivided p r o f i t s and provided i t s investment in 
t he s tock of any one corpora t ion s h a l l not exceed ton pe r centum of 
t h e s tock of t h a t co rpora t ion or exceed t en pe r centum of t h e percentage 
p r e s c r i b e d h e r e i n , whichever may be the g r e a t e r , * * * 11 (Pub l i c Acts, 
1927, Act approved June 8 , 1927, ch. 251.) The Act j u s t r e f e r r e d to 
was included, wi thout change in the language quoted above, in t he Gen-
e r a l S t a t u t e s of Connecticut , Revision of 1930, Vol. I I , T i t l e 37, ch. 
206, sec . 3885. 

Sec t ion 3885 of the General S t a t u t e s was amended by ch. 162 
of the Pub l i c Acts of 1931, e f f e c t i v e J u l y 1, 1931, and a s so amended 
i t express ly recognizes the r i g h t of banks and t r u s t companies to hold 
f e d e r a l r e s e r v e bank s tock . As amended i t p rov ides in p a r t , t h a t a 
bank or t r u s t company "may purchase and hold co rpora te s e c u r i t i e s of 
any d e s c r i p t i o n , provided the t o t a l amount a t the purchase p r i c e i n -
ves ted i n co rpo ra t e s tocks s h a l l a t no time exceed t en pe r centum of 
i t s combined c a p i t a l , s u r p l u s and undivided p r o f i t s , and prov ided i t s 
investment in the s tock of any one corpora t ion s h a l l exceed n e i t h e r 
f i v e pe r centum of t he s tock of t ha t corpora t ion nor t h r e e pe r centum 
of such combined c a p i t a l , s u r p l u s and undivided p r o f i t s , except t h a t 
such co rpo ra t e s tocks as were owned on Apri l 1 , 1931, may be r e t a i n e d , 
bu t such l i m i t a t i o n s s h a l l no t apply to t he s tock of any f e d e r a l r e -
se rve bank, * * * . " 

S t a t e r e s e r v e laws do not apply to members of Federal Reserve System, 

On May 29, 1925, an ac t of the General Assembly of t h i s 
S t a t e was approved which p rov ides t h a t "The p r o v i s i o n s of t h e gen-
e r a l s t a t u t e s r e l a t i n g to r e s e r v e s and cash ba lances of s t a t e banks 
and t r u s t companies s h a l l no t apply to any bank or t r u s t company which 
i s a s tockholder i n any f e d e r a l r e se rve .bank? . (Connect icut Pub l i c 
Acts , 1925, Act approved May 29, 1925, ch. 135.) The p r o v i s i o n above 
r e f e r r e d to i s now incorpora ted in the General S t a t u t e s of Connect icut , 
Revis ion of 1930, Vol. I I , T i t l e 37, ch. 206, sec . 3898, e x a c t l y a s 
quoted wi th t he except ion of t he word "gene ra l " , which has been omi t ted . 

delaware. 

Banks and t r u s t companies au thor i zed to become members of Federa l Reserve 
System. 

In 1915, l e g i s l a t i o n was enacted in t h i s S t a t e which makes 

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



X-6875 

i t l a w f u l f o r S t a t e banks and t r u s t companies to become members 
of t h e Federa l Reserve System* (Act of March 8, 1915, Laws of 
Delaware, ch. 10?, p . 322; Banking Law Pamphlet , 1929, s ec . 18* 
p . 3 8 , ) 

Member banks and t r u s t companies on ly r e q u i r e d to ma in ta in r e s e r v e s r e -
qu i r ed by Federa l Reserve Act . 

An a c t enacted i n 1919, by the General Assembly of 
t h i s S t a t e , p r o v i d e s in p a r t t h a t t h e " S t a t e bank commissioner 
i n de te rmin ing , in t h e course of h i s examination, t h e amount 
of l a w f u l money r e s e r v e r e q u i r e d under any law of t h i s S t a t e 
to be main ta ined , a t a l l t imes , by S t a t e Banks and Trus t Com-
p a n i e s , s h a l l no t r e q u i r e such S t a t e Banks and Trus t Companies 
as may be members of t h e Federa l Reserve Bank i n t h e Fede ra l 
Reserve D i s t r i c t embracing the S t a t e of Delaware to ma in t a in a 
g r e a t e r r e s e r v e than t h a t r e q u i r e d by the Federa l Reserve Act" . 
(Sess ion Laws of 1919, ch. I l l , p . 255, sec . 9; Banking Law 
Pamphlet , 1929, sec . 9 , p . 1 0 . ) 

FLORIDA. 

Banks and t r u s t companies a u t h o r i z e d to i nves t in s tock of Federa l 
Reserve Banks. 

The l e g i s l a t u r e of t h i s S t a t e , by an a c t of June 4 , 1917, 
p rov ided "That i t s h a l l be un lawful f o r any bank or t r u s t company' 
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"organ ized under t h e laws of t h i s S t a t e And doing "business in t h i s 
S t a t e , to d i r e c t l y or i n d i r e c t l y i nves t any of the funds of s a i d 
bank or t r u s t company in s tock of any incorpora t ed connany in t h i s 
S t a t e or e lsewhere , exceot in the s tock of t h e Federa l Reserve Bank 
of t h i s d i s t r i c t ; * * * » (Acts of 1917, Act of JUne 4 , 1917, ch. 
7629, sec . 2 . ) 

The Act of June 4, 1917, was amended in 1929, b u t the 
wording above quoted was not changed. (Acts of 1929, ch. 13576, 
sec . 11; Banking Law Pamphlet, 1930, sec. 4152, p . 16 . ) 

No p r o v i s i o n s ' pe rmi t t ing compliance wi th r e s e r v e p r o v i s i o n s of Feder -
a l Reserve Act . 

The laws of t h i s S t a t e ' d o not appear to con ta in any p r o -
v i s i o n s s p e c i f i c a l l y a u t h o r i z i n g a member "bank or t r u s t company to 
ma in ta in r e s e r v e s in accordance wi th t h e p r o v i s i o n s of t h e Federa l 
Reserve Act in l i e u of S t a t e law requ i rements . 

GEORGIA. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l 
Reserve System. ~~~~~~ "• 

In 1915, l e g i s l a t i o n was enacted in chis S t a t e which 
exp re s s ly a u t h o r i z e d S t a t e banks and t r u s t companies " t o subsc r ibe 
f o r s tock and become members of t h e Federa l Reserve Bank of the 
d i s t r i c t to which they may nro-oerly be ass igned by the Federa l 
Reserve Board * * *; p rov ided the same i s approved by r e s o l u t i o n 
of the Board of d i r e c t o r s of such bank and i n accordance wi th 
the r equ i rements of the Federa l Reserve Act" . (Acts of 1915, 
p . 33 . ) 

On August 16, 1919, an a c t was approved which r e p e a l s 
the above p r o v i s i o n , but which con t a in s a p r o v i s i o n a u t h o r i z i n g 
banks to become members of the Federa l Reserve System and which 
i s in many r e s p e c t s s i m i l a r to the r epea l ed p r o v i s i o n . The 1919 
a c t p r o v i d e s in p a r t t h a t "Banks a r e a u t h o r i z e d and empowered 
to subsc r ibe f o r s tock and become members of the Federa l Reserve 
Bank of the d i s t r i c t t o which they p r o p e r l y may be a s s igned by 
the Federa l Reserve Board, in accordance w i th the Acts of Congress 
r e g u l a t i n g Federa l Reserve Banks, and any bank becoming such 
member s h a l l be a u t h o r i z e d to conform to the requi rements and 
r e g u l a t i o n s of such Federa l Reserve Bank, and of the Federa l Re-
se rve Board". ( laws of 1919, Act approved August 16, 1919, Ar t . 
XIX, sec . 38; Banking Law Pamphlet , a s amended to and i n c l u d i n g 
August 26, 1925, A r t . XIX, sec . 38 . ) 
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t h a t "ko batik Shal l subsc r ibe fd£ bi* purchase any s tocks except 
s tock i n the f e d e r a l Reserve Bank * * *, necessa ry to q u a l i f y f o r 
membership t h e r e i n , * * * " . (Laws of 1919, Act approved August 
15, 1919, A r t . XIX, sec . 2 3 . ) ; and; a l though the s e c t i o n of the 
laws c o n t a i n i n g t h i s p r o v i s i o n was amended in 1924 and 1930, the 
e f f e c t of the p r o v i s i o n was not changed. 

I t w i l l be noted t h a t t he 1915 l e g i s l a t i o n e x p r e s s l y 
a u t h o r i z e d bo th banks and t r u s t companies to become members whi le 
t h e s e c t i o n s of t h e 1919 p r o v i s i o n s ( s e c . 23, as amended in 1924 
and 1930, and sec . 36 ) e x p r e s s l y a u t h o r i z e only banks to j o i n 
the Federa l Reserve System. The laws of Georgia, however, de-
f i n e t h e word "ban!?1, a s u sed in the banking laws, a s i n c l u d i n g 
t r u s t companies doing a banking b u s i n e s s . (Laws of 1919, Act 
approved August 16, 1919, Ar t . 1 , sec . 1; Banking Law Pamphlet , 
a s amended to and i n c l u d i n g August 26, 1925, Ar t . 1 , sec . 1 , p . 
1.) 

Compliance wi th r e s e r v e p r o v i s i o n s of Federa l Reserve Act deemed 
compliance wi th p r o v i s i o n s of S t a t e law. 

By an Act approved August 20, 1918, the General Assembly 
of t h i s S t a t e p rov ided t h a t any S t a t e bank or t r u s t company "which 
i s or which becomes a member of a Federa l Reserve bank s h a l l keep 
and main ta in as a l awfu l r e s e r v e the same r e s e r v e s as a r e r e q u i r e d 
of o the r banks members of the Federal Reserve System, and a com-
p l i a n c e by any such bank or t r u s t company in t h i s s t a t e wi th the 
r e s e r v e requ i rements of the Federa l Reserve Act s h a l l be h e l d 
to be a f u l l compliance wi th the p r o v i s i o n s of the laws of t h i s 
S t a t e on t h e s u b j e c t of bank r e s e r v e s , and such bank or t r u s t com-
pany s h a l l no t be r e q u i r e d to c a r r y r e s e r v e s o the r than such a s 
a r e r e q u i r e d under the therms of the Federa l Reserve Act" . (Laws 
of 1918, Act approved August 20, 1918, sec . 1 . ) 

In 1919, the above p r o v i s i o n was r epea l ed , and w i th 
r e f e r e n c e to r e s e r v e s , t he new l e g i s l a t i o n p rov ided " t h a t any bank 
which i s a member of the Federa l Reserve System may in l i e u of the 
r e s e r v e h e r e i n r e q u i r e d keep and main ta in such r e s e r v e as i s r e -
qu i red under the Acts of Congress r e l a t i n g to Federa l Reserve 
Banks". (Laws of 1919, Ar t . XIX, sec . 27 . ) This p r o v i s i o n ap-
p e a r s to cover t r u s t companies (Laws of 1919, Ar t . 1 , sec . 1 . ) ; 
and a l though the s e c t i o n of t h e laws in which the p r o v i s i o n in 
ques t ion was con ta ined was amended in 1920, the wording remained 
the same. ( M i c h i e ' s Annotated Code, 1926, sec . 2366 (173) ; Bank-
ing Law Pamphlet , a s amended to and inc lud ing August 26, 1925, 
A r t . XIX, sec . 27, p . 77 . ) 
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Banks and t r u s t companies au tho r i zed to subsc r ibe to Federa l Reserve 
Bank s tock . 

In 1915, the l e g i s l a t u r e of t h i s S t a t e enacted l e g i s l a t i o n 
which a u t h o r i z e d a "bank?' to subsc r ibe to t h e s tock of a Fader ml 
Reserve Bank. Th i s l e g i s l a t i o n provided t h a t "Any bank in t h i s 
s t a t e i s a u t h o r i z e d to subsc r ibe to t h e s tock of a Federa l Reserve 
Bank, as p rov ided by the laws of the Uni ted S t a t e s . " (Laws of 
1915, ch. 81, sec . 5, p . 196 . ) 

In 1921, the above p r o v i s i o n was amended so a s to a u t h o r -
i z e t r u s t companies a l s o to become members of the Federa l Reserve 
System. (Laws of 1931, ch. 231, p . 515.) 

In 1925, the l e g i s l a t u r e adopted a new code of the bank-
ing laws f o r t h i s S t a t e , which provides t h a t "Any bank Inco rpo ra t ed 
under t h e laws of t h i s S t a t e s h a l l have the power to s u b s c r i b e to 
t h e c a p i t a l s t o c k and become a member of a Federa l Reserve Bank." 
(Laws of 1925, ch. 132, Ar t . 1 , sec . 47; Banking Law Pamphlet , 
1925, sec . 47, p . 24 . ) I t w i l l be noted t h a t t h i s p r o v i s i o n on ly 
mentions "any bank?'; but inasmuch as the new code inc ludes a " t r u s t 
company" v i t h i n i t s d e f i n i t i o n of a l a n k , i t a p p a r e n t l y does no t 
a f f e c t t h e r i g h t of t r u s t companies to j o i n the Federa l Reserve 
System. (Laws* of 1925, ch. 13;*, Ar t . 1, sec . 2; Banking Law Pam-
p h l e t , 1925, sec. 2 , p . 2 . ) 

Compliance w i th rese rve •'••q ilrementf- of Federa l Reserve Act deemed 
compliance wi th r e s e r v e ~ equip en,euts of S t a t e law. 

The 1915 l e g i s l a t i o n a l so provided t h a t "Any bank'becom-
i n g a member of a Federa l Reserve Bank i s a u t h o r i z e d to comply wi th 
t h e laws of t h e Uni ted S t a t e s , and the r u l e s and r e g u l a t i o n s of the 
Federa l Reserve Board and t h e Comptroller of t h e Currency, any th ing 
in t h i s a c t or in the laws of t h i s S t a t e to t h e c o n t r a r y n o t w i t h -
s t and ing" . (Laws of 1915, ch. 81, sec. 5 , p . 196.) In 1921 t h i s 
p r o v i s i o n was amended to r e a d "Any bank or t r u s t comoany becoming 
a member of a Federa l Reserve Bank, i s a u t h o r i z e d to comply wi th 
* * * a l l t he p r o v i s i o n s of the Federa l Reserve Act and i t s amend-
ments and t h e r e g u l a t i o n s of the Federa l Reserve Board a p p l i c a b l e 
to such bank or t r u s t company and to have a l l the powers and assume 
a l l t he l i a b i l i t i e s c o n f e r r e d and imposed by s a i d a c t . " (Laws of 
1921, ch. 231, p . 519.) These p r o v i s i o n s perhaps a u t h o r i z e d mem-
b e r s to m a i n t a i n r e s e r v e s i n accordance wi th the p r o v i s i o n s of the 
Federa l Reserve Act in l i e u of the p r o v i s i o n s of t h e S t a t e law. 
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In 1925, however, the l e g i s l a t u r e adopted a new banking 
code which s p e c i f i c a l l y p e r m i t s member banks and t r u s t companies 
to comply wi th t h e r e s e r v e p r o v i s i o n s of t h e Federa l Reserve Act 
in l ieu , of the S t a t e law requ i rements , the p r o v i s i o n s i n ques t ion 
p r o v i d i n g t h a t a compliance by a member bank or t r u s t company 
"wi th the r e s e r v e requi rements of t h e Federa l Reserve Act s h a l l be 
h e l d to be a f u l l compliance wi th those p r o v i s i o n s of t h e laws of 
t h i s s t a t e which r e q u i r e banks to ma in ta in cash ba l ances i n t h e i r 
v a u l t s o r w i th o t h e r banks, and no such bank or t r u s t company 
s h a l l be r e q u i r e d to c a r r y o r mainta in r e s e r v e o t h e r than such 
a s i s r e q u i r e d under t h e terms of the Federa l Reserve Act'.'* 
(Laws of 1925, ch. 133. A r t . 1 , sec. 47; Banking Law Pamphlet , 
1925, sec. 47, p . 24 . ) Another p r o v i s i o n of t h e new code a l so 
p r o v i d e s t h a t " Any bank which i s or becomes a member of t h e Fed-
e r a l Reserve System, s h a l l comply wi th t h e r e s e r v e requ i rements 
of the Federa l Reserve Act" . (Laws of 1925, ch. 133, A r t . 1 , 
sec . 26; Banking Law pamphlet , 1925, sec . 26, p . 16 . ) 

ILLINOIS. 

No p r o v i s i o n s on s u b j e c t . 

The laws of t h i s S t a t e do not appear to c o n t a i n any p r o -
v i s i o n s s p e c i f i c a l l y cover ing e i t h e r membership of banks o r t r u s t 
companies, in t h e Federa l Reserve System or t h e r e s e r v e s r e q u i r e d 
of such banks o r t r u s t companies. 

INDIANA. 

Banks and t r u s t companies may become members of Federa l Reserve System. 

In 1921, the Ind iana L e g i s l a t u r e passed an a c t which 
a u t h o r i z e s l o a n , t r u s t and a a f e depos i t companies " t o pu rchase 
and ho ld , f o r t h e purpose of becoming a member of a f e d e r a l r e -
se rve bank, so much of the c a p i t a l s tock the reof as w i l l q u a l i f y 
i t f o r membership in such r e s e r v e bank, * * *; to become a member 
of such f e d e r a l r e s e r v e bank, and to have and e x e r c i s e a l l 
powers, no t in c o n f l i c t w i th the laws of t h i s s t a t e , which a r e 
c o n f e r r e d upon any such member by the f e d e r a l r e s e r v e a c t ; * **•* " 
(Acts of 1921, p . 42; Banking Law Pamphlet, 1929, sec . 10 ( 9 ) , 
P . 33 ( 3 7 ) . ) 

I t w i l l be noted t h a t the above quoted p r o v i s i o n ex-
p r e s s l y a u t h o r i z e s only " l o a n , t r u s t and s a f e depos i t companies" 
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to purchase s t o c k in az6t become member banks ox a Federa l Reserve 
Bank; and the laws do not appear to con ta in any p r o v i s i o n s s p e c i f -
i c a l l y g r a n t i n g a s i m i l a r a u t h o r i z a t i o n to s o - c a l l e d ""banks of d i s -
count and d e p o s i t " . I t appear s , however, t h a t such bsaks and sav-
ings banks a r e now a u t h o r i z e d by t r i p l i c a t i on to become members of 
t h e Federa l Reserve System in view of t h e p a r t i c u l a r language used 
in the f o l l o w i n g p r o v i s i o n dea l ing with r e s e r v e s of "any bank, 
t r u s t company or sav ings bank * * * which i s or which becomes a 
member of a f e d e r a l r e s e r v e bank?'. 

C o m l i a n c e w i th r e s e r v e p r o v i s i o n s of Federa l Reserve Act h e l d 
compliance w i th p r o v i s i o n s of S t a t e law. 

In 1927, l e g i s l a t i o n was enacted in t h i s S t a t e which p r o -
v ides "That any bank, t r u s t company, or sav ings bank o rgan ized and 
doing b u s i n e s s under the laws of t h i s s t a t e , which i s or which b e -
comes a member of a f e d e r a l r e s e r v e bank, s h a l l keep and ma in ta in 
a s a l a w f u l r e s e r v e the same r e s e r v e s as a r e r e q u i r e d of o t h e r 
bank members of t h e f e d e r a l r e s e r v e system, and a compliance by 
any such bank, t r u s t company or savings bank w i t h t ie e se rve r e -
quirements of t h e f e d e r a l r e s e r v e a c t s h a l l be h e l d to be a f u l l com-
p l i a n c e w i th t h e p r o v i s i o n s of the laws of t h i s s t a t ? on t h e s u b j e c t 
of bank r e s e r v e s , and such bank, t r u s t company, or sav ings bank sha l l 
be r e q u i r e d to c a r r y on ly such r e s e r v e s a s a r e r e q u i r e d under the terms 
of the f e d e r a l r e s e r v e a c t . " (Acts of 1927, ch. 152, p . 461, sec . 1; 
Banking Law Pamphlet , 1929, sec . 1, p . 80 . ) 

IOWA. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l Reserve 
Bank. ' 

In 1915, the General Assembly of t h i s S t a t e pa s sed an a c t 
which p rov ide s "That any s t a t e bank, savings bank or t r u i t company 
o rgan i sed under the laws of t h i s s t a t e i s a u t h o r i z e d and empowered, 
upon a vo t e of t h e sha reho lde r s thereof owning not l e s s than f i f t y -
one "oer cen t o f t h e c a p i t a l s tock of such s t a t e bank, sav ings bank 
or t r u s t company, to become'|& member of the f e d e r a l r e s e r v e bank 
and to i nves t t h e i r funds i n * t h e s tock of the f e d e r a l r e s e r v e bank 
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 in which such banks or t r u s t com-
p a n i e s a r e l o c a t e d , and to incur l i a b i l i t y t h e r e f o r . " (Laws of 
1915, sec . 1889-0; Code of 1927, sec . 9269.) 

< Compliance wi th r e s e r v e p r o v i s i o n s of Federa l Reserve Act on ly r e q u i r e d 
of member banks and t r u s t companies. 

In 1919, t h e General Assembly of t h i s S t a t e pa s sed l e g i s l a t i o n 
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r e q u i r i n g member "banks and t r t f s t companies to ca r ry only the rese rves 
p r e s c r i b e d by the Federal Reserve Act. That l e g i s l a t i o n p rov ides 
t h a t "Any s t a t e bank, savings bank, or t r u s t company incorpora ted 
under t he laws of t h i s s t a t e , which i s or h e r e a f t e r may become a 
member of the f e d e r a l r e s e r v e bank system of the United S t a t e s of 
America, s h a l l be r equ i r ed to ca r ry during the p e r i o d of such mem-
b e r s h i p only such cash r e s e r v e funds as may be r equ i red from time 
to time to be mainta ined by na t iona l bank members of s a i d f e d e r a l 
r e s e r v e bank system." (laws of 1919, ch. 319, see . 1; Code of 
1927, sec . 9270; Banking law Pamphlet, 1929, sec . 9270, p . 35 . ) 

KANSAS. 

Banks expressly permitted to become members of Federal Reserve Bank; 

In 1915, the l e g i s l a t u r e of t h i s S t a t e amended the laws 
p r o h i b i t i n g a bank from making c e r t a i n investments of i t s funds so 
as to p rov ide t h a t "any bank may become a s tockholder i n , and men>-
ber o f , the Federal Reserve Bank of the Federal Reserve d i s t r i c t 
where such s t a t e bank i s l o c a t e d " . (Laws of 1915, ch. 88, sec . 1; 
Bev. S t a t s , of 1923, sec . 9-111.) The s ec t i on of the laws contain^ 
ing t h i s p r o v i s i o n was amended in 1921, and again in 1927; but 
n e i t h e r of t h e s e amendments a l t e r e d the e f f e c t of t he 1915 p r o v i s i o n . 

Trust companies apparen t ly pe rmi t t ed to become members of Federal 
Beserve System. 

The laws of t h i s S t a t e do not conta in any p r o v i s i o n s ex-
p r e s s l y p e r m i t t i n g or a u t h o r i z i n g t r u s t companies to become members 
of the Federal Beserve System; but i t Trould seem t h a t such i n s t i t u -
t i o n s have t h i s r i g h t under a p rov i s ion which empowers them " to buy 
and s e l l a l l k inds of government, s t a t e , county, municipal and c o r -
p o r a t i o n bonds, and a l l k inds of nego t i ab l e and non-negot iab le paper , 
s e c u r i t i e s and s tocks : Provided, That the t o t a l investment of any 
such t r u s t company in bank s tock s h a l l a t no time excced o n e - f o u r t h 
i t s pa id-up cap i t a l* * * * «. (lav/s of 1901, ch. 407, see . 2 , as 
amended by of 1903, ch. 528, soc. 1, as amended by Lav/s of 
1907, ch. 425, sec . 1 , Act of March 21, 1907; Bev. S t a t s , of 1923, 
sec . 17-2002; Banking Law Pamphlet, 1929, sac. 2 ( 8 ) , p . 3 7 . ) . I t 
i s unders tood, however, t h a t a t the p re sen t time t h e r e a r e no t r u s t 
companies in t h i s S t a t e %'hich .are members of the Federal Beserve 
System. 

% • 
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ftp p r o v i s i o n s p e r m i t t i n g c o ^ l l a n d e with resefVd requ i rements of Federal 
Reserve Act in l i e u of S t a t e law requ i rements . 

The laws of t h i s S t a t e do not appear to con ta in any p r o v i -
s i ons p e r m i t t i n g members of t h e Federal Reserve System to ma in ta in r e -
s e rve s in accordance with Federal Reserve Act requ i rements i n s t e a d of 
S t a t e law requ i remen t s . 

KENTUCKY. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l 
Reserve Bank. 

In 1914, the l e g i s l a t u r e of t h i s S t a t e passed an a c t which 
p rov ides t h a t "Any bank or t r u s t company organized under t h e laws of 
t h i s Commonwealth may subsc r ibe f o r and own s tock of t h e Federa l Re-
serve Bank w i t h i n the Federa l r e s e r v e d i s t r i c t where such bank or t r u s t 
company i s l o c a t e d and may take any s t e p s necessa ry to become a member 
of such Federa l r e s e r v e bank." (Laws of 1914, ch. 16, eed. 1 ; C a r r o l l ' s 
Kentucky S t a t s . , 1930, s e c . 584a; Banking Lew Pamphlet, i nc lud ing 1986 
l e g i s l a t i o n , «ea, 584a, p . 25*) 

P r o v i s i o n s r e g a r d i n g r e s e r v e s . 

On March 14, 1914, an Act of t h e General Assembly was ap-
proved p e r m i t t i n g S t a t e banks and t r u s t companies to pu rchase s tock 
in a Federa l r e s e r v e bank and p r o s c r i b i n g new r e s e r v e requ i rements 
f o r S t a t e banks and t r u s t companies. (Acts of 1914, ch. 16, p . 6 1 , ) . 
With r e f e r e n c e to r e s e r v e s , the a c t p rov ided t h a t "each bank and 
t r u s t company, organized under the laws of t h i s Commonwealth and 
a u t h o r i z e d by law to r e c e i v e d e p o s i t s s h a l l keep on hand, a t a l l 
t imes , a t l e a s t twelve p e r cent of i t s t o t a l demand d e p o s i t s and 
f i v e p e r cen t of i t s t o t a l time and savings d e p o s i t s ; and, in 
c i t i e s which a r e r e s e r v e or c e n t r a l r e s e r v e c i t i e s , urylcr the Act 
of Congress of December 23, 1913, known as the Federal Reserve Act , 
a t l e a s t f i f t e e n p e r cent of i t s t o t a l demand d e p o s i t s and f i v e p e r 
cent of i t s t o t a l t ime and savings d e p o s i t s ; o n e - t h i r d of which r e -
serve s h a l l be in money and the remainder may be i n ba l ances due from 
o the r banks and s u b j e c t to c a l l . * * * T h i s a c t , however, con-
t a i n e d no p r o v i s i o n exp res s ly a u t h o r i z i n g member banks and t r u s t 
companies to ma in ta in the r e s e r v e s r e q u i r e d by the Federa l Reserve 
Act in l i e u of those r e q u i r e d by the S t a t e law. The p r o v i s i o n j u s t 
quoted became Sec t ion 584 of "Kentucky S t a t u t e s , C a r r o l l ' s 1915 E d i t i o n " , 
which, t o g e t h e r wi th t h e Baldwin Law Book Company1 s 1918 Supplement 
was adopted as the law of Kentucky on March 24, 1922 (Acts 1922, ch. 
104, p . 2 9 5 . ) . 
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S e c t i o n . 2 of t h e Adt of March 26, 1918, p rov ided , "That 
Sec t ion 584; Kentucky S t a t u t e s , ( C a r r o l l 1915) be and same hereby 
i s amended and r eenac t ed" , so a s to add a new paragraph p r o v i d i n g 
i n p a r t t h a t "any such (member) bank or t r u s t company s h a l l comply 
w i t h t h e r e s e r v e requi rements of t h e Federa l Reserve Act and i t s 
amendments and the compliance of such bank or t r u s t company the rewi th 
s h a l l be in l i e u o f , and s h a l l r e l i e v e such bank o r t r u s t company 
f rom compliance w i t h t h e p r o v i s i o n s of t h e laws of t h i s Commonwealth 
r e l a t i n g to the maintenance of r e s e rve s " (Acts of 1918, ch . 34, 
sec . 2 , p . 100); and the e n t i r e s ec t i on was des igna ted a s Sec t i on 
584 in t h e 1922 e d i t i o n of C a r r o l l ' s Kentucky S t a t u t e s . 

Chapter 127 of t h e Kentucky Acts of 1922, p . 377 (which 
became a law wi thout be ing e i t h e r approved o r d isapproved by t h e 
Governor) p r o v i d e s , in p a r t , t h a t : "Sec t ion 584, Kentucky S t a t u t e s , 
( C a r r o l l ' s 1915 E d i t i o n ) , be and t h e same i s hereby amended by 
e l i m i n a t i n g t h e words twelve pe r cen t , f i v e pe r cen t and f i f t e e n 
p e r c e n t , wherever same appear i n s a i d s e c t i o n , and s u b s t i t u t i n g 
t h e r e f o r t h e words seven p e r c e n t , t h r e e p e r cent and t e n p e r c e n t , 
so t h a t s a i d s e c t i o n , when amended and r e - e n a c t e d , w i l l r e a d a s 
f o l l o w s : " 

Fol lowing t h i s , t h e r e I s quoted the p r o v i s i o n s of Sec t ion 
584 of t h e Kentucky S t a t u t e s ( C a r r o l l ' s 1915 Ed i t i on ) wi th t h e 
changes in t h e pe rcen t ages of r e s e r v e s to be mainta ined; b u t t h e 
new pa rag raph added to Sec t ion 584 of t h e Kentucky S t a t u t e s ( C a r r o l l ' s 
1915 E d i t i o n ) by Sect ion 2 of t h e Act of March 26, 1918, was omi t t ed . 
Under t h e s e c i r cums tances , i t i s d i f f i c u l t t o determine whether t h e 
General Assembly in tended to r epea l tho p r o v i s i o n p e r m i t t i n g t h e 
maintenance by member banks and t r u s t companies of t h e r e s e r v e s re-** 
qu i r ed by the Federa l Reserve Act in l i e u of those r e q u i r e d by S t a t e 
law, o r whether t h e L e g i s l a t u r e in tended only to amend t h e paragraph 
p e r t a i n i n g to t h e pe rcen t ages of r e s e r v e s to be main ta ined by a l l 
S t a t e banks and t r u s t companies, member and nonmember. There i s , 
however, p r i n t e d on pages 378 and 379 of t h e Kentucky Acts of 
1922, a p p a r e n t l y a s par% of Chapter 127 t h e r e o f , a r e s o l u t i o n 
adopted on September 8 , 1920, by the 28 th annual meet ing , of t h e 
Kentucky Bankers ' Assoc i a t i on , from which i t i s c l e a r t h a t t h e 
purpose of t h i s law was to reduce t h e r e s e r v e s r e q u i r e d of S t a t e 
banks to t h e amount r e q u i r e d by the Federa l Beserve Act of member 
banks of t h e Federa l Reserve System, and the r e s o l u t i o n c o n t a i n s 
no i n d i c a t i o n of any i n t e n t i o n to depr ive S t a t e members of t h e 
Fede ra l Reserve System of t h e p r i v i l e g e of ma in ta in ing t h e r e -
s e rve s r e q u i r e d by the Federa l Reserve Act in l i e u of t h o s e r e -
q u i r e d by S t a t e law. (The on ly d i f f e r e n c e i s t h a t , under t h e 
S t a t e law, o n e - t h i r d of t h e r e s e r v e s i s r e q u i r e d to b e in money 
and t h e remainder in ba l ances due from o the r banks and s u b j e c t to 
c a l l , whereas, under t h e Federa l Reserve Act t h e e n t i r e r e s e r v e 
i s r e q u i r e d to c o n s i s t of an a c t u a l n e t ba l ance wi th t h e Federa l 
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Reserve Bankt) The compiler of t h i s d i g e s t i s informed 
t h a t riiemiber banks and t r u s t companies in the S t a t e of 
Kentucky c o n t i n u e to ma in ta in the r e s e r v e s r e q u i r e d by 
t h e Federa l Reserve Act in l i e u of those r e q u i r e d by 
S t a t e law; so t h a t , in p r a c t i c e , Chapter 127 of t h e 
Kentucky Acts of 1922 a p p a r e n t l y has been cons t rued a s 
not r e p e a l i n g the paragraph on t h i s s u b j e c t added to 
s e c t i o n 584 of t h e Kentucky S t a t u t e s ( C a r r o l l ' s 1915 
E d i t i o n ) by the Act of March 26, 1918. 

LOUISIANA. 

Banks and t r u s t companies pe rmi t t ed to become members of Federa l 
Reserve System. 

Al l S t a t e banks , savings banks and t r u s t com-
p a n i e s o rgan ized under t h e laws of Louis iana a r e "author*-
ized and empowered to s u b s c r i b e f o r s tock and become 
members of t h e Federa l Reserve Bank of t h e D i s t r i c t to 
which they may p r o p e r l y be ass igned by the Federa l Reserve 
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Board i n accordance w i th the Act of Congress adopted December 153, 
l913» p rov ided th'e same i s approved by r e s o l u t i o n of the Board of 
D i r ec to r6 of such bank and in accordance with the requ i rements of • 
t he Federa l Heserve Act ." (Acts of 1914, Act No. 305, s ec . 1; 
Banking Law Pamphlet , 1928, sec . 1 , o. 79 . ) 

No p r o v i s i o n s p e r m i t t i n g compliance wi th Federa l Reserve Act r e s e r v e 
requ i rements i n l i e u of S t a t e law requi rements ; but r e s e r v e s in Fed-
e r a l Reserve Bank cons t rued a s "cash on hand"! 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s p e r -
m i t t i n g or a u t h o r i z i n g banks and t r u s t companies, which a r e members 
of t h e Federa l Reserve System, to comply wi th the r e s e r v e r e q u i r e -
ments of Federa l Reserve Act in l i e u of t h e requi rements of S t a t e 
law; b u t t h e laws were amended i n 1918 so as to permi t such member 
banks and t r u s t companies to cons t rue cash r e s e r v e s depos i t ed i n 
Federa l Reserve B anks "as cash on hand." (Act 179 of 1902, sec . 
14, a s amended by Act 91 of 1918; Act 45 of 1902, sec . 5, a s amend-
ed by Act 92 of 1918; Banking Law Pamphlet, 1928, sec. 14, p . 10, 
and sec . 5, p . 29 . ) 

MAINE. 

Trus t Companies au tho r i zed to become members of Federa l Reserve Bank. 

The laws of t h i s S t a t e do not make any d i s t i n c t i o n between 
a s o - c a l l e d commercial bank and a t r u s t company; and by an a c t approved 
March 31 , 1915, the l e g i s l a t u r e prov ided t h a t "any t r u s t company may 
become a s tockholder in a. Federa l Reserve Bank wi th in the Federa l Re-
serve D i s t r i c t where s a i d t r u s t company i s s i t u a t e d * * * " . (Laws of 
1915, Act approved March 31, 1915, ch. 262, amending sec . 80, ch. 48 
of Revised S t a t u t e s of 1903, as amended by ch . 15, Pub l i c Laws of 
1905.) 

On Apr i l 4 , 1923, another a c t was approved r e v i s i n g and con-
s o l i d a t i n g a l l of the banking laws; bu t a p r o v i s i o n r e a d i n g p r e c i s e -
l y the same as the p r o v i s i o n above quoted i s i nco rpora t ed t h e r e i n . 
(Laws of 1923, Act approved Apr i l 4 , 1923, ch. 144, sec . 80, p . 199; 
Banking Law Pamphlet , 1927, sec, 80, p . 53 , ) 

Federa l Reserve Act r e s e r v e requi rements s u b s t i t u t e d f o r S t a t e law 
requ i remen t s . 

The Act of March 31, 1915, a l so provided t h a t "whi le such 
t r u s t company con t inues as a member bank * * * ( i t ) s h a l l b e s u b j e c t 
to the p r o v i s i o n s of s a i d 'Fede ra l Reserve Act 1 , and any amendments 
the reof r e l a t i v e to bank r e s e r v e s in s u b s t i t u t i o n f o r the requirements1. ' 
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of the ^ t a t e law r e l a t i n g t# (taws of 1915, Act approved 
March 31, 1915, ch. 262, amending sec . 80, ch. 48 of Revised S t a t u t e s 
of 1903, a s amended by eh. 15, Pub l i c Laws of 1905.) 

The Act of Apr i l 4 , 1923, r e v i s i n g and c o n s o l i d a t i n g the 
banking laws , a l s o u se s the same wording as the above quoted 1915 p r o -
v i s i o n in d e a l i n g w i th r e s e r v e s of t r u s t company members of the Fed-
e r a l Reserve System. (Laws of 1923, Act approved Apr i l 4 , 1923, ch. 
144, sec . 80, p . 199; Sanking Law Pamphlet, 1927, sec . 80, p . 53 . ) 

MARYLAND. 

Banks and t r u s t companies may become members of Federa l Reserve System 
by imp l i ca t i on ; exp re s s ly p e r m i t t e d to c a r r y only Federa l Reserve Act 
r e s e r v e s . 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s ex-
p r e s s l y p e r m i t t i n g S t a t e banks and t r u s t companies to become members 
of the Federa l Reserve System; bu t i t would seem t h a t they impl ied ly 
a r e g iven t h i s pe rmiss ion by l e g i s l a t i o n enacted in 1918 p e r m i t t i n g 
banks which a r e members to c a r r y only such r e s e r v e s as a r e r e q u i r e d 
by the Federa l Reserve Act . This l e g i s l a t i o n p rov ides t h a t "Not-
w i th s t and ing any th ing in t h i s A r t i c l e con ta ined , any banking i n s t i t u -
t i o n which i s a member of t h e Federal Reserve System, s h a l l not be 
r e q u i r e d to keep any r e s e r v e or r e s e r v e s o t h e r than those r e q u i r e d 
and p r e s c r i b e d f o r banking i n s t i t u t i o n s which a r e members of s a i d 
Federa l Reserve System." (Laws of 1918, ch. 33, sec . 62 c; An-
n o t a t e d Code of Maryland, 1924, Ar t . 11, sec . 65; Banking Law Pam-
p h l e t , 1928, sec . 65, p . 32 . ) 

The laws of Maryland d e f i n e a b a : k i n g i n s t i t u t i o n " t o mean 
inco rpo ra t ed Banks, Savings I n s t i t u t i o n s and Trus t Companies, and 
not to apply to pr inc lude b u i l d i n g and loan a s s o c i a t i o n s . " (Laws 
of 1910, ch. 219, sec . 51; Annotated Code of Maryland, 1924, Ar t . 
11, sec . 52; Banking Law pamphlet , 1928, sec . 52, p . 27 . ) 

MASSACHUSETTS. 

Trus t companies impl ied ly au tho r i zed to become members of Federa l Re-
se rve System; b u t exp re s s ly p e r m i t t e d to comply wi th Federa l Reserve 
Act r e s e r v e requ i rements i n l i e u of S t a t e law requ i remen t s . 

The laws of t h i s S t a t e do not make any d i s t i n c t i o n between 
a s o - c a l l e d commercial bank and a t r u s t company; and in 1914, l e g i s l a -
t i o n was enac ted which impl ied ly a u t h o r i z e s t r u s t companies to be-
come members of the Federal Reserve System, bu t exp re s s ly p e r m i t s 
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them to comply With the rmsurve requi rements of the Federa l 3ese rve 
Act in s u b s t i t u t i o n of the I'eqiii#1 diluent8 df the S t a t e lav;. (Laws of 
1914, ch. 537, sec . 1; General taws , ch. 172, s ees . 48 and. 81; Bank-
ing Law Pamphlet r e l a t i n g to Trus t companies, 1929, sec. 48, p . 24, 
and sec . 81, p . 32 . ) 

MICHIGAN. 

Banks and t r u s t companies t r a n s a c t i n g b.-nking bus ines s a u t h o r i z e d to 
purchase s tock in a Federa l Ho serve Bank. 

In 1915, the l e g i s l a t u r e of t h i s S t a t e passed an a c t 
a u t h o r i z i n g ban.es " t o purchase c a p i t a l s tock in a f e d e r a l r e s e r v e 
bank, or do any o t h e r a c t r e q u i r e d to be done by a bank to become 
a member bank * * * " (P. A. 1887, Act 205, soc. 4 ( 7 t h ) , a s 
amended by P. A. 1913, Act 11 and P. A. 1915, Act 25; Comp. Laws 
of 1897, sec . 6093 ( 7 t h ) , a s amended.) 

The s e c t i o n of the laws c o n t a i n i n g the above o r o v i s i o n 
was amended in 1917, 1919, 1925, and 1927; and in 1929, the 
l e g i s l a t u r e pa s sed an a c t r e v i s i n g and c o d i f y i n g a l l of the laws 
r e l a t i n g to banking, but none of these amendments changed the wording 
of the p r o v i s i o n in ques t ion . (For 1929, l e g i s l a t i o n see P.A. 
1929, Act 66, soc. 4 ( 7 t h ) ; Banking Law Pamohlet , 1929, sec . 4 
( 7 t h ) , p . 9 . ) , 

I t w i l l be noted t h a t t he "provisions above r e f e r r e d to 
s p e c i f i c a l l y a u t h o r i z e only banks to become members of the Federa l 
He se rve System; and t h e laws do not appear to c o n t a i n any p r o v i s i o n s 
exp re s s ly a u t h o r i z i n g a t r u s t company engaged s o l e l y in the t r a n s -
a c t i o n of a t r u s t b u s i n e s s to become a member. Fur thermore, i t i s 
unders tood , t h a t t h e r e a r e no i n s t i t u t i o n s of t h i s gene ra l c h a r a c t e r 
which a r e now, or which have ever been, members of t h e System. 
Trus t Companies, however, a r e p e r m i t t e d to do a banking b u s i n e s s , 
and when they do engage in such a bus ine s s in a d d i t i o n to t h e i r 
t r u s t b u s i n e s s they " s h a l l , as to such b u s i n e s s , have a l l the r i g h t s 
and b e n e f i t s and be s u b j e c t to a l l the a p p l i c a b l e p r o v i s i o n s of the 
genera l banking law." (P. A. 1929, Act 67, sec . 23; Banking Law 
Pamphlet , 1929, sec . 136, p . 68 . ) Accordingly, i t would seem t h a t 
t r u s t companies t r a n s a c t i n g a banking b u s i n e s s may become members 
of t h e Federa l Reserve System. 

Reserves of member f i x e d b^r Federa l Reserve .Act and not by S t a t e law. 

The 1915 l e g i s l a t i o n a l so provided "That t h e amount of 
r e s e r v e r e q u i r e d to be kept on hand by any such bank becoming a 
member bank under t h e s a i d Federa l Reserve Act s h a l l be a s f i x e d 
by s a i d f e d e r a l r e s e r v e apt o r any amendment t h e r e t o , and not a s 
f i x e d by the p r o v i s i o n s of t h i s a c t . " (P. A. 1887, Act S05, sec . 
4 ( 7 t h ) , a s amended by P . A. 1913, Act 11, and P. A. 1915, Act 35; 
Comp. Laws of 1897, sec . 6093 ( 7 t h ) , a s amended.) 
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The sec t ion of the laws con ta in ing the above p r o v i s i o n s 
was amended in 1917, 191°, 1935, and 1927; bu t none of these 
amendments changed the wording of the p rov i s ions in ques t ion . 

In 1929, the l e g i s l a t u r e oassed nn a c t r e v i s i n g and 
cod i fy ing a l l the laws r e l a t i n g to banking, and a l though the wording 
of the above p r o v i s i o n i s changed s l i g h t l y the e f f e c t of t h e pro-
v i s ion remains the same. The 1929 l e g i s l a t i o n provides s p e c i f i c a l l y 
"That t he amount of r e s e r v e r equ i r ed to be kept on hand by any bank 
which i s a member of the f e d e r a l r e se rve system s h a l l be as f i x e d 
by the f e d e r a l r e s e r v e ac t or any amendment t h e r e t o , and not a s 
f i x e d by the p r o v i s i o n s of t h i s a c t " . (P. A. 1929, Act 65, s ec . 
21; Banking Law Pamphlet, 1929, sec. 30, p . 21 . ) As s t a t e d above, 
t r u s t companies t r a n s a c t i n g a banking bus iness apparen t ly may be -
come members of t he Federal Reserve System; and the p r o v i s i o n s 
under which they may become such members would a l so seem to a u t h o r i z e 
them to c a r r y r e s e r v e s in accordance wi th the above quoted r e se rve 
p r o v i s i o n . 

MITOBSOTA. 

Banks and t r u s t companies pe rmi t t ed to become members of f e d e r a l 
Reserve Bank. 

On March 6, 1915, an ac t of the l e g i s l a t u r e of t h i s S t a t e 
was approved which provides t h a t "Any incorpora ted S t a t e bank or 
t r u s t company may become a member of t he Federal Reserve Bank of 
the Federal Reserve D i s t r i c t in which sa id bank or t r u s t company 
i s l o c a t e d and may inves t i a and hold s tock t h e r e i n " . (Laws of 
1915, Act approved March 6, 1915, ch. 28, sec. 1; Kason 's Minnesota 
S t a t u t e s , 1927, sec . 7649; Banking Law Pamphlet, 1929, p . 23 . ) 

No p r o v i s i o n s p e r m i t t i n g compliance with Federal Reserve Act r e s e rve 
requirements in l i e u of S t a t e law requirements . 

The laws of t h i s S t a t e do not appear to conta in any p ro -
v i s ions p e r m i t t i n g S t a t e banks and t r u s t companies which a r e members 
of t he Federal Reserve System to mainta in r e se rves r e q u i r e d by t h e 
Federal Reserve Act in l i e u of those r equ i r ed by S t a t e law. 
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M i s s i s s i p p i . 

Banks and t r u s t companies p e r m i t t e d to become members of Fede ra l Re-
se rve System, 

An a c t of t h e l e g i s l a t u r e of t h i s S t a t e approved on March 
9 , 1914, p rov ided t h a t "no p a r t of the s tock of any bank, except 
r e g i o n a l r e s e r v e banks , doing bus ines s i n t h i s S t a t e , s h a l l be owned 
by any bank under t h e p r o v i s i o n s of t h i s a c t " . (Laws of 1914, ch , 
124, Act approved March 9 , 1914, sec . 64; Miss. Code, 1930, s e c . 3821.) 

In 1918, the l e g i s l a t u r e of t h i s S t a t e l e g i s l a t e d more 
s p e c i f i c a l l y w i t h r e f e r e n c e to membership i n the Federa l Reserve 
System. That l e g i s l a t i o n p rov ide s t h a t any S t a t e bank o r t r u s t 
company " s h a l l have power to subsc r ibe to t h e c a p i t a l s t o c k and b e -
come a member of a Federa l Reserve Bank?1 c r e a t e d under t h e Federa l 
Reserve Act . (Laws of 1918, ch. 248; Brown1s M i s s i s s i p p i and Fed-
o ra l S t a t u t e s , 1925, sec . 87, p . 83; Miss. Code, 1930, sec . 3842.) 

Reserves r e q u i r e d by Federa l Reserve Act may be main ta ined i n l i e u of 
r e s e r v e s r e q u i r e d by S t a t e law. 

The 1918 l e g i s l a t i o n a l s o p rov ide s t h a t member banks and 
• t r u s t companies " s h a l l comply wi th t h e r e s e r v e requ i rements of the 
Federa l Reserve Act and i t s amendments, and the compliance of such 
bank or t r u s t company t he r ewi th s h a l l be in l i e u o f , and s h a l l r e -
l i e v e such bank or t r u s t company from, compliance wi th the p r o v i s i o n s 
of t h e laws of t h i s S t a t e r e l a t i n g to t h e maintenance of r e s e r v e s . " 
(Laws of 1918, ch. 248; Brown's M i s s i s s i p p i and Federa l S t a t u t e s , 
1925, sec . 88, p . 83; Miss. Code, 1930, sec . 3843.) 

MISSOURI. 

Banks and Trus t companies a u t h o r i z e d to become members of Fede ra l Reserve 
Bank. 

In 1915, t h e General Assembly of t h i s S t a t e enac ted l e g i s l a -
t i o n which a u t h o r i z e d every bank " to purchase and ho ld , f o r t h e purpose 
of becoming a member of a Federal r e s e r v e bank, so much of t h e c a p i t a l 
s t ock the reo f a s w i l l q u a l i f y i t f o r membership i n such r e s e r v e bank 
* * *. t 0 become a member of such Federal r e s e r v e bank and to have and 
e x e r c i s e a l l powers, not i n c o n f l i c t w i t h t h e laws of t h i s S t a t e , which 
a r e c o n f e r r e d upon any such member bank by t h e ' F e d e r a l r e s e r v e act* 
and any amendments t h e r e t o . " (Laws of 1915, p . 132; Revised S t a t s . , 
1929, sec . 535$. ) The 1915 l e g i s l a t i o n a l s o c o n t a i n e d s i m i l a r p r o v i s -
ions a u t h o r i z i n g t r u s t companies to j o i n t h e Federa l Reserve System. 
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(Laws of 1915, p . 165; Revised S t a t e , of 1929, sec . 5421; Banking 
Law pamphlet , 1919, sec . 11789 (13) p . 98 . ) t h e s e c t i o n of t h e laws 
c o n t a i n i n g t h e p r o v i s i o n s cover ing banks was amended by an a c t ap-
proved March 23, 1927, bu t t h e p o r t i o n a u t h o r i z i n g banks to become 
members of t h e Federa l Reserve System i s unchanged. (Revised S t a t s . , 
1929, sec . 5354; Laws of 1927, Act approved March 23, 1927, s ec . 4 . 
p . 219 . ) 

Member banks and t r u s t companies only r e q u i r e d to ma in ta in Federa l 
Reserve Act r e s e r v e s . 

The General Assembly of 1915 a l s o passed l e g i s l a t i o n to 
t h e e f f e c t t h a t "any bank becoming a member of a f e d e r a l r e s e r v e 
bank, and wh i l e i t con t inues such member, s h a l l be r e q u i r e d to 
ma in ta in on ly such r e s e r v e s a s a r e r e q u i r e d by the Federa l Reserve 
Act and any amendments t h e r e t o " . (Laws of 1915, p . 155) . This 
l e g i s l a t i o n a l s o g ran ted a s i m i l a r pe rmiss ion to t r u s t companies. 
(Laws of 1915, p . 177) . The s e c t i o n s of t h e laws c o n t a i n i n g t h e s e 
p r o v i s i o n s were amended in 1927, but t h e wording of the p r o v i s i o n s 
i n ques t ion i s unchanged. (Revised S t a t s . , of 1929, s e e s . a5360 and 
a5432; Laas of 1927, Act approved March 23, 1927, sec . 6 , p . 227, 
and Act approved Apr i l 5 , 1927, sec . 3 , p . 242 . ) 

MONTANA. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l 
Reserve Bank. 

By an a c t approved March 5, 1915, t h e l e g i s l a t u r e of t h i s 
S t a t e p rov ided t h a t "Any bank i s hereby a u t h o r i z e d and empowered t o 
j o i n o r a s s o c i a t e i t s e l f w i th t h e Na t iona l Reserve Assoc i a t i on of 
t h e Uni ted S t a t e s , o r any branch thereof , and n o t h i n g h e r e i n con-
t a i n e d s h a l l p r even t or p r o h i b i t any bank from j o i n i n g o r a s s o c i a t -
ing i t s e l f w i th any such a s s o c i a t i o n o r b ranch the reof o r f rom 
i n v e s t i n g any p a r t of i t s c a p i t a l o r s u r p l u s i n t h e s t o c k of such 
a s s o c i a t i o n o r branch t h e r e o f , * * * . " (Laws of 1915, Act a p -
proved March 6 , 1915, ch. 89, sec . 23 ) . This l e g i s l a t i o n d e f i n e d 
a "bank?1, wherever i t was u s e d t h e r e i n , a s i nc lud ing a t r u s t com-
pany, so t h a t t r u s t companies a p p a r e n t l y were a l s o a u t h o r i z e d to 
j o i n the "Nat iona l Reserve Assoc ia t ion" by t h e above p r o v i s i o n . 
(Laws of 1915, Act approved March 6, 1915, ch. 89, sec . 2 ) . 

The above quoted p r o v i s i o n s were no t amended u n t i l March 
8 , 1927, when an a c t r e v i s i n g and c o d i f y i n g the banking laws of 
t h i s S t a t e was pa s sed . The new banking code, however, does no t 
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change the e f f e c t of e i t h e r of t h e p r o v i s i o n s , and the on ly change 
made in the p rov i s ion a u t h o r i z i n g t a n k s and t r u s t companies to j o i n 
t h e Federa l Reserve System, i s to s u b s t i t u t e the term "Federa l Re-
serve Bank" f o r t h e term "Nat ional Reserve Assoc ia t ion of the Uni ted 
S t a t e s " and t h e word "Bank?1 f o r the word " a s s o c i a t i o n " wherever such 
term or words appeared in the 1915 p r o v i s i o n . (Laws of 1927, Act 
approved March 8, 1927, c h . 89, se s . 28 and 2 ; Banking Law Pamphlet, 
1927, sac. 28, p . 27, and sec . 2, p . 7 . ) 

Compliance wi th r e s e r v e p r o v i s i o n s deemed compliance wi th p r o v i s i o n s 
of S t a t e law. 

The a c t of March 6 a l so provided t h a t any bank or t r u s t 
company "which s h a l l become a member of the Federa l Reserve Bank 
A s s o c i a t i o n , and s h a l l in a l l r e s p e c t s comply wi th the r u l e s and 
r e g u l a t i o n s of t h a t a s s o c i a t i o n , s h a l l be deemed to have complied 
w i t h t h e p r o v i s i o n s of t h i s Act ." (Laws of 1915, Act approved 
March 6, 1915, ch. 89, s ees . 50 and 2 . ) I t would seem t h a t t h i s 
p r o v i s i o n a u t h o r i z e d a compliance wi th the r e s e r v e p r o v i s i o n s of 
the Fede ra l Reserve Act in l i e u of the p r o v i s i o n s of t h e S t a t e law. 

In 1917, tji'e s e c t i o n of the Montana laws c o n t a i n i n g t h e 
above p r o v i s i o n was amended (Laws of 1917, ch. 135, s e c . l ) , bu t 
t h i s p r o v i s i o n remained unchanged; and in 1921, the s e c t i o n was 
f u r t h e r amended. This time the p r o v i s i o n above quoted was changed 
so as s p e c i f i c a l l y to p rov ide t h a t " a compliance wi th the f e d e r a l 
r e s e r v e banking laws, r u l e s and r e g u l a t i o n s by member banks (and 
t r u s t companies) s h a l l be h e l d to be a compliance wi th the r e s e r v e 
requi rements and c o n d i t i o n s of t h i s a c t , and e n t i t l e such Federa l 
r e s e r v e member banks (and t r u s t companies) to the r i g h t s and p r i v i -
l e g e s a c c r u i n g from a compliance wi th t h i s a c t " . (Laws of 1921, ch. 
94, sec . 1 . ) 

In 1927, t h i s p r o v i s i o n was again amended by au a c t ap-
proved March 8 , 1927, r e v i s i n g and c o d i f y i n g the banking laws of 
t h i s S t a t e , b u t the e f f e c t of the p r o v i s i o n i s the same. The 
new banking code p rov ide s in p a r t t h a t " a compliance w i th the Fed-
e r a l r e s e r v e banking laws, r u l e s and r e g u l a t i o n s by member banks 
(and t r u s t companies) s h a l l be h e l d to be a compliance w i t h the 
r e s e r v e requ i rements and c o n d i t i o n s of t h i s Act" . (Laws of 1927, 
Act approved March 8, 1927, ch. 89, sees . 53 and 2; Banking Law 
Pamphlet , 1927, sec . 53, p . 36, and sec . 2 , p . 7 . ) 
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NEBRASKA. 

Banks and t r u s t companies au thor ized to become members, bu t not now 
express ly au tho r i zed to mainta in r e se rves in accordance wi th Federal 
Reserve Act i n s t ead of i n accordance wi th S t a t e law. 

By an ac t approved Apri l 12, 1915, the l e g i s l a t u r e of t h i s 
S t a t e provided t h a t "any bank or t r u s t company, incorpora ted under 
the laws of t h i s s t a t e s h a l l have power to subscr ibe to the c a p i t a l 
s tock , and become a member, of a f e d e r a l r e s e r v e bank * * * and s h a l l 
have power to assume such l i a b i l i t i e s and to exe rc i se such powers 
as a member of such f e d e r a l r e se rve bank a s a r e p r e s c r i b e d by the 
p r o v i s i o n s of s a i d a c t , or amendments t h e r e t o ; and, so long as such 
bank s h a l l remain a member of the f e d e r a l r e s e rve system * * *, 
i t s h a l l be s u b j e c t * * * to a l l pro v i s ions of said, f e d e r a l r e s e r v e 
ac t and r e g u l a t i o n s made pursuant thereto t>y the federal reserve 
board which a r e applicable to such banla $» «»inber« of the federal 
r e se rve system; * * » (laws of 1 9 1 5 * a p p r o v i f t April 12+ 
1915, ch. 175, sec . l y p* 359*) f h&t a c t $ a d e 
of member banks and trust companies maintaining the reserves required 
by the federal Reserve Act in l i e u of thorn# re#iy#& by the State 
law. - • 

Under da te of March 19, 1919, an ac t of t he l e g i s l a t u r e 
was approved r e p e a l i n g the above p rov i s ions ; b u t , except f o r omit-
t i n g any r e f e r e n c e to a t r u s t company and except f o r inc lud ing a 
p rov i s ion p rov id ing tha t a compliance by a bank wi th the r e s e r v e 
p r o v i s i o n s of t h e Federal Reserve Act r e l i e v e d such bank from comply-
ing wi th the r e s e r v e p rov i s ions of S t a t e law, t h i s ac t r ead p r e c i s e -
l y the same as the 1915 p r o v i s i o n s above quoted. (Laws of 1919, 
Act approved March 19, 1919, ch. 16, p . 77 . ) The 1919 a c t , wi th 
r e f e r e n c e to r e s e r v e s , s p e c i f i c a l l y provided t h a t "Any bank comply-
ing wi th t h e r e s e r v e requirements of the f e d e r a l r e se rve a c t , and 
i t s amendments, s h a l l be r e l i e v e d from compliance wi th the p r o -
v i s i ons of the laws of t h i s s t a t e r e l a t i n g to the maintenance of 
r e s e r v e s " . 

On Apr i l 19, 1919, another ac t was approved which was 
e n t i t l e d the " C iv i l Adminis t ra t ive Code11, and which, a l though i t 
r epea led the Act of March 19, 1919, contained a sec t ion (Sec t ion 
64) read ing t h e same as the repea led ac t r ead . In a d d i t i o n , the 
Act of Apr i l 19, 1919, con ta ins a sec t ion ( s ec t i on 65) r e s t o r i n g 
to t r u s t companies the r i g h t to j o i n the Federal Reserve System; 
bu t i t does not con ta in a p rov i s ion s imi l a r to the p r o v i s i o n which 
was included in sec t ion 64 r e l i e v i n g banks from complying wi th 
S t a t e law r e s e r v e requirements i f they observed Federal Reserve 
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Act r e s e r v e requ i rements . (Laws of 1919, Act approved Apr i l 19, 
1919, ch. 190, a r t . XVI, sees . 64 and 65, pp . 711 and 712 . ) 

On Apr i l 14, 1921, an ac t was approved which r e p e a l s 
s e c t i o n 64 of t h e Act of Apr i l 19, 1919. This a c t r e t a i n s the 
p r o v i s i o n s a u t h o r i z i n g banks to j o i n the Federa l Reserve System, 
b u t i t does no t r e t a i n the p r o v i s i o n a u t h o r i z i n g a compliance wi th 
t h e r e s e r v e requ i rements of the Federa l Reserve Act in l i e u of the 
r e s e r v e requ i rements of S t a t e law. (laws of 1921, p . 953 . ) 

No o t h e r amendments appear to have been made to t h e laws 
of t h i s S t a t e cover ing membership i n the Federa l Reserve System 
and t h e r e s e r v e s r e q u i r e d of such members; and i t appears t h a t 
a t the p r e s e n t t ime bo th banks and t r u s t companies a r e a u t h o r i z e d 
to s u b s c r i b e to s tock in and become members of a Federa l r e s e r v e 
bank b u t t h a t they a r e no t s p e c i f i c a l l y a u t h o r i z e d to ma in t a in r e -
se rves in accordance wi th t h e Federa l Reserve Act i n s t e a d of i n 
accordance w i t h S t a t e law. The p r e s e n t law on t h i s s u b j e c t w i l l 
a l so be found in the 1929 Compiled S t a t u t e s of Nebraska, s e e s . 
8-162 and 8-163 , pp . 114 and 115. 

NEVADA. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l Reserve 
Bank. 

In 1919, t h e l e g i s l a t u r e of t h i s S t a t e enacted l e g i s l a -
t i o n which p r o v i d e s in p a r t t h a t any S t a t e bank or t r u s t company 
" s h a l l have t h e power to subsc r ibe to the c a p i t a l s t o c k and become 
a member of a Federa l Reserve Bank?1. (Acta of 1919, ch. 126, s ec . 
2 , p . 241; Banking Law Pamphlet , 1927, sec . 2 , p . 34 . ) 

Federa l Reserve Act r e s e r v e s may be main ta ined in l i e u of r e s e r v e s 
r e q u i r e d by S t a t e law. . 

The 1919 a c t a l so p rov ides t h a t a compliance by a member 
bank or t r u s t company wi th t h e r e s e r v e requi rements of the Federa l 
Reserve Act " s h a l l be h e l d to be a f u l l compliance wi th those p r o -
v i s i o n s of the laws of t h i s S t a t e which r e q u i r e banks or t r u s t 
companies to ma in ta in cash ba lances in t h e i r v a u l t s or w i th o t h e r 
banks, and no such bank or t r u s t company s h a l l be r e q u i r e d to c a r r y 
o r main ta in r e s e r v e o t h e r than such as i s r e q u i r e d under t h e terms 
of t h e f e d e r a l r e s e r v e a c t " . (Acta of 1919, ch. 126, s e c . 4 , p , 
241; Banking Law Pamphlet , 1927, sec . 4, p . 34 . ) 
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NW HAMPSHIRE. 

Trus t companies may become members of Federal Reserve System by implica-
t i o n ; express ly -permitted, to ca r ry only Federal Reserve Act reserves* 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s ex-
p r e s s l y p e r m i t t i n g e i t h e r banks or t r u s t companies to become members 
of the Federa l Reserve System; bu t t r u s t companies a r e impl ied ly 
given t h i s r i g h t by l e g i s l a t i o n which was enacted in the year 1915, 
and which s u b j e c t s them to t he r e se rve requirements of t h e Federa l 
Reserve Act i n s t e a d of the S t a t e law r e se rve requi rements . This 
l e g i s l a t i o n p rov ides in p a r t t h a t "A t r u s t company which becomes a 
s tockholder in a f e d e r a l r e s e r v e bank wi th in the ifederal r e s e r v e 
d i s t r i c t where such t r u s t company i s s i t u a t e d may have and exe rc i s e 
any and a l l of the corpora te powers and p r i v i l e g e s i n c i d e n t t h e r e t o , 
which may be exerc i sed by member banks * * *; and whi le such t r u s t 
company cont inues as a member bank under t he p rov i s i ons of s a i d 
f e d e r a l r e s e r v e a c t , or any a c t s in amendment t h e r e o f , i t s h a l l be 
sub jec t to the p r o v i s i o n s thereof r e l a t i v e to bank r e s e r v e s " , i n 
s u b s t i t u t i o n f o r the S t a t e law r e se rve requirements . (Laws of 
1915, ch. 109, sec. 28; Pub. Laws, ch. 264, sec . 7; Banking Law 
Pamphlet, 1929, sec . 7 , p . 32.) 

Banks and trust companies authorized to purchase stock in Federal 
Reserve Bank. / 

In an ac t approved Apri l 14, 1914, the l e g i s l a t u r e of t h i s 
s t a t e p rov ides t h a t any S t a t e bank or t r u s t company may become a 
member of the Federal r e s e r v e bank of the Federal r e s e r v e d i s t r i c t 
in which such bank or t r u s t company i s l o c a t e d , and "may subscr ibe 
f o r , purchase , hold and su r render , from time to t ime, such amounts 
of the c a p i t a l s tock of such f e d e r a l r e s e rve bank a s such t r u s t 
company or s t a t e bank may deem adv i sab le , or a s may be r e q u i r e d 
under s a i d ' f e d e r a l r e s e rve a c t 1 , or any amendment t h e r e o f , in order 
to ob t a in and cont inue such membership, and upon the purchase of 
such s tock , to assume the l i a b i l i t i e s and become e n t i t l e d to the 
b e n e f i t s r e c i t e d in sa id ' f e d e r a l r e s e r v e a c t f « n (Laws of 1914, 
Act approved Apri l 14, 1914, ch. 159, sec. 1; Banking Law Pamphlet, 
1930, p . 136 . ) 

Federal Reserve Aqt reserve requirements subst i tuted for State law 
requirements. 

In an act approved March 29, 1917, member banks and trust 
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e o # a n i e s are made "subject to the provis ions of the federal reserve 
a c t and any amendments thereto r e l a t i v e to bank reserves , in sub-
s t i t u t i o n for the requirements of the laws of t h i s State concerning 
bank reserves for trust companies or s t a t e banks not members of the 
federal reserve b a n # . (Laws of 1917, Act approved March 29, 1917, 
ch. 225, sec . 1; Banking Law Pamphlet, 1930, p. 137,) 

NBff MEXICO. 

.Hanks and t r u s t companies au thor i zed to purchase s tock i n Federal 
Reserve Bank. 

By an ac t approved March 15, 1915, the l e g i s l a t u r e of t h i s 
S t a t e provided t h a t "Any incorpora ted S t a t e bank may apply to the Fed-
e r a l Reserve Board f o r the r i g h t to subscr ibe to the s tock of the Fed-
e r a l Reserve Bank organized wi th in the Federal Reserve D i s t r i c t where 
the app l i can t bank i s l o c a t e d , and may become a s tockholder of such 
bank and exe rc i s e a l l of the powers of monitor banks in accordance 
with t he p r o v i s i o n s of the Act of Congress e n t i t l e d 'Fede ra l Reserve 
A c t ' , approved December 23, 1913". (Laws of 1915, Act approved March 
15, 1915, ch. 67, sec . 95 . ) The laws of t h i s S t a t e des igna te t he p ro -
v i s i o n s cover ing banking a s the "Bank Act" and provide t h a t wherever the 
word "Bank" i s used in the Act i t inc ludes t r u s t companies. (Laws of 
1915, ch. 67, sec . 2; Hew-Mexico S t a t u t e s , Annotated, 1929, sec. 13-102; 
Banking Law Pamphlet, 1929, soc. 2 , p . 5 . ) 

- In 1919, the l e g i s l a t u r e incorpora ted the above quoted 
v " p rov i s ion in p r e c i s e l y the same language in o ther l e g i s l a t i o n i t 

enacted cover ing member banks and t r u s t companies. (Laws of 1919, 
ch. 120, sec . 35; N#w Mexico S t a t u t e s , Annotated, 1929, sec . 13-701; 
Banking Law Pamphlet, 1929, sec . 96, p . 32 . ) 

Compliance wi th r e se rve requirements of Federal Reserve Act c o n s t i t u t e s 
compliance wi th r e s e r v e requirements of S t a t e law. 

In 1919, t h i s S t a t e enacted l e g i s l a t i o n which p rov ides 
t h a t a compliance by a member bank or t r u s t company "with the r e s e r v e 
requirements of the Federal Reserve Act s h a l l b e he ld to be a f u l l 
compliance wi th t he se p r o v i s i o n s of the laws of t h i s S t a t e which 
r e q u i r e banks or t r u p t companies to mainta in cash ba lances in t h e i r 
v a u l t s or wi th o the r banks, and no such bank or t r u s t company s h a l l 
be r equ i r ed to c a r r y or main ta in r e se rve o ther than such as i s r e -
qui red under t h e terms of t he Federal Reserve Act." (Laws of 1919, 
ch. 120, sec . 35; New Mexico S t a t u t e s , Annotated, 1929, sec . 13-702; 
Banking Law Pamphlet, 1929, sec . 97, p . 32. ) 
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NW YORK. 

Banks and t r u s t companies au tho r i zed to purchase s t o c k i n Federa l He serve 
Bank, ' ' ~ . 

In 1914, the laws of t h i s S t a t e were amended so a s to 
a u t h o r i z e a bank or t r u s t company "To purchase and ho ld , f o r t h e 
purpose of becoming a member of a f e d e r a l r e s e r v e bank, so much 
of the c a p i t a l s t ock the reof a s w i l l q u a l i f y i t f o r membership 
i n such r e s e r v e bank * * *; to become a member of such f e d e r a l r e -
se rve bank, and to have and e x e r c i s e a l l powers, no t i n c o n f l i c t 
w i th t h e laws of t h i s s t a t e , which a r e c o n f e r r e d upon any such mem-
b e r bank by t h e f e d e r a l r e s e r v e a c t " . (Banking Law, sec . 106, subd. 
4 and sec . 185, subd. 12; Laws of 1914, ch. 369, s ee s . 106 and 185; 
Banking Laws, 1930, sec . 106, p . 69, and sec . 185, p . 147 . ) Sec t ion 
106 of the Banking Law was amended in 1918, 1919, 1921, and 1926, bu t 
none of t h e s e amendments changed tho wording of t h e p r o v i s i o n above 
quoted. 

Compliance w i th Federa l Reserve Act r e s e r v e s deemed c ompliance wi th 
S t a t e law. 

In 1914, t h e r e s e r v e laws cover ing banks were amended so 
as to p r o v i d e t h a t , " I f any bank s h a l l have become a member of a 
f e d e r a l r e s e r v e bank, i t may main ta in a s r e s e r v e s on d e p o s i t wi th 
such f e d e r a l r e s e r v e bank such p o r t i o n of i t s t o t a l r e s e r v e s a s 
s h a l l be r e q u i r e d of members of such f e d e r a l r e s e r v e bank; and i f 
such bank has an o f f i c e in a borough having a popu l a t i on of two 
m i l l i o n s o r ove r , t h e remainder of i t s t o t a l r e s e r v e s s h a l l be 
c a r r i e d a s r e s e r v e s on hand." (Banking Law, sec . 112, subd. 3; 
Laws of 1914, ch . 369.) 

Subd. 3 of sec . 112 of ch. 369 of the Laws of 1914 was 
amended by ch. 579 of the Laws of 1917, e f f e c t i v e May 21, 1917, 
bu t t h i s amendment d id not change t h e wording of t h e p r o v i s i o n 
quoted above. 

Subd. 3 of sec . 112 of ch. 369 of the Laws of 1914 a s amend-
ed by ch. 579 of t h e Laws of 1917, was aga in amended by ch . 92 of t h e 
t h e Laws of 191)3, e f f e c t i v e March 27, 1918, to read a s f o l l o w s : 

" * * * i f any bank s h a l l have become a member of a 
f e d e r a l r e s e r v e bank, i t may main ta in a s r e s e r v e s 
on hand wi th such f e d e r a l r e s e r v e bank such p o r t i o n 
of i t s t o t a l r e s e r v e s as s h a l l be r e q u i r e d of mem-
b e r s of such f e d e r a l r e s e r v e bank." 

The p r o v i s i o n s of t h e s e c t i o n quoted above were f u r t h e r 
amended by ch. 35, Laws of 1919, e f f e c t i v e March 6, 1919, to read ; 
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" * * * b u t , i f any bank s h a l l have become a mem-
ber of a f e d e r a l r e s e r v e bank, i t s h a l l m a i n t a i n 
such r e s e r v e s w i t h such f e d e r a l r e s e r v e bank a s 
a r e r e q u i r e d by t h e f e d e r a l r e s e r v e a c t and so 
l ong a s i t complies wi th the requi rements of such 
f e d e r a l r e s e r v e a c t w i th r e f e r e n c e to r e s e r v e s 
s h a l l be exempt from the p reced ing p r o v i s i o n s of 
t h i s s e c t i o n . " 

There have been no changes in subd. 3 of sec . 112 of ch. 369 
of t h e Laws of 1914 s ince 1919. 

In 1914 t h e r e s e r v e laws cover ing t r u s t companies were a l s o 
amended so as to p rov ide t h a t " I f any t r u s t company s h a l l have 
become a member of a f e d e r a l r e s e r v e bank, i t may ma in ta in a s r e -
se rves on d e p o s i t w i th such f e d e r a l r e s e r v e bank such p o r t i o n of i t s 
t o t a l r e s e r v e s a s s h a l l be r e q u i r e d of members of such f e d e r a l r e -
s e r v e " . (Banking Law, sec . 197, subd. 3; Laws of 1914, ch. 369. ) 

The p r o v i s i o n s of subd. 3 of sec . 197 of ch. 369 of t h e Laws 
of 1914 were a l s o amended by ch. 579 of the Laws of 1917, e f f e c t i v e 
May 21, 1917, b u t t h i s amendment d id no t change the wording of t h e 
p r o v i s i o n above quoted. 

Subd. 3 of sec . 197 of ch. 369 of the Laws of 1914 as amended 
by ch. 579 of t h e Laws of 1917, was f u r t h e r amended by ch. 92 of the 
Laws of 1918, e f f e c t i v e March 27, 1918, to r ead i n p a r t : 

11 * * * i f any t r u s t company s h a l l have become 
a member o£ a f e d e r a l r e s e r v e bank, i t may main-
t a i n a s r e s e r v e s on hand wi th such f e d e r a l r e -
se rve bank such p o r t i o n of i t s t o t a l r e s e r v e s 
a s s h a l l be r e q u i r e d of members of such f e d e r a l 
r e s e r v e bank." 

The p r o v i s i o n s of t h e s e c t i o n quoted above were f u r t h e r amend-
ed by ch. 35 of t h e Laws of 1919, e f f e c t i v e March 6, 1919, t o r ead i n 
p a r t : 

ti * * * t u t i f any t r u s t company s h a l l have b e -
come a member of a ' f e d e r a l r e s e r v e bank, i t 
s h a l l main ta in such r e s e r v e s wi th such f e d e r a l 
r e s e r v e bank a s a r e r e q u i r e d by t h e f e d e r a l r e -
se rve a c t and so long a s i t complies wi th the 
r equ i remen t s of such f e d e r a l r e s e r v e a c t w i th 
r e f e r e n c e to r e s e r v e s s h a l l be exempt from the 
p r e c e d i n g p r o v i s i o n s of t h i s s e c t i o n . " 
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There have been no changes in subd. 3 of sec . 197 of ch. 
369 of t h e Laws of 1914 s i n c e 1919. 

UORTH CAROLINA. 

Banks and t r u s t companies r e c e i v i n g d e p o s i t s a u t h o r i z e d to become 

members of Federa l Reserve System. 

The l e g i s l a t u r e of t h i s S t a t e d id no t enact l e g i s l a t i o n 
s p e c i f i c a l l y p e r m i t t i n g banks and t r u s t companies to become 
members of t h e Federa l Reserve System u n t i l March 10, 1919, when 
an a c t was r a t i f i e d p r o v i d i n g "That any bank or t r u s t company 
i n c o r p o r a t e d under t h e laws of t h i s S t a t e s h a l l have t h e power 
to subsc r ibe to the c a p i t a l s tock and become a member of a 
Federa l Reserve Bank". (Pub l i c Laws of 1919, ch. 252, s ec . 
2 , p . 461. ) 

Qn February 18, 1921, another a c t was r a t i f i e d which r e -
p e a l s t h e above quoted p r o v i s i o n and which p rov ide s "That any bank 
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i nco rpo ra t ed under the laws of t h i s S t a t e s h a l l have the power to 
subsc r ibe to the c a p i t a l s tock and become a member of a Federa l Re-
se rve Bank*. (Pub l i c Laws of 1921. ch. 4 , sec . 42, p . 91; North 
Caro l ina Code, 1927, Ann., sec . 220(g) ,p . 63; Banking Law Pamphlet , 
1927, sec . 220(g) , p . 25 . ) 

The 1921 ac t f u r t h e r p rov ides t h a t "The words 'member 
bank* s h a l l be h e l d to mean any Nat ional or S t a t e bank or bank and 
t r u s t company which has become or which becomes a member of one of 
t h e Federa l Reserve Banks c r e a t e d by the Federal Reserve Act" . 
(pub l i c Laws of 1921, ch. 4, sec . 42, p , 91; North Caro l ina Code, 
1927, Ann., sec . 220(g); Banking Law Pamphlet , 1927, sec . 220(g) , 
p . 2 5 . ) The laws of North Caro l ina a l s o p rov ide t h a t "The term 

i ' bank ' when used in t h i s a c t s h a l l be cons t rued to mean any c o r -
p o r a t i o n , p a r t n e r s h i p , f i r m , or i nd iv idua l r e c e i v i n g , s o l i c i t i n g , 
o r a ccep t i ng money or i t s egu iva len t on depos i t a s a b u s i n e s s : 
Prov ided , however, t h i s d e f i n i t i o n s h a l l no t be cons t rued to i n -
c lude * * * t r u s t companies no t r e c e i v i n g money on d e p o s i t . " 
(North Caro l ina Code, 1927, Ann., sec . 216(a) ; Banking Law Pamphlet , 
1927, s ec . 216 (a ) , p . 3 . ) In view of t h e s e d e f i n i t i o n s , i t would 
seem t h a t the r i g h t of t r u s t companies, a t l e a s t , t r u s t companies 
r e c e i v i n g d e p o s i t s , to j o i n the Federa l Reserve System i s no t taken 
away by the above guoted p r o v i s i o n of t h e 1921 a c t , even though 
t h a t a c t s p e c i f i c a l l y a u t h o r i z e s only banks to become members and 
r e p e a l s the o r i g i n a l enactment (1919) which exp re s s ly a u t h o r i z e d 
bo th banks and t r u s t companies to ^ o i n the System. 

Members of Fede ra l Reserve System only r e q u i r e d to main ta in Federa l 
Reserve Act r e s e r v e s . 

In an a c t which was r a t i f i e d on February 19, 1919, the 
General Assembly of t h i s S t a t e provided t h a t "Any bank t h a t i s 
now or may h e r e a f t e r become a member of a Federal Reserve Bank 
s h a l l ma in ta in the same r e s e r v e s wi th r e s p e c t to d e p o s i t s a s s h a l l 
be r e q u i r e d of o the r members of such Federa l Reserve Bank." (Pub-
l i c Laws of 1919, Ch. 58, sec . 1, p . 77 . ) 

An a d d i t i o n a l p r o v i s i o n cover ing r e s e r v e s of members of 
t h e Federa l Reserve System was a l so inc luded in an a c t which was 
r a t i f i e d on Marc}} 10, 1919. That a c t p rov ided t h a t "A compliance 
on t h e p a r t of any such bank or t r u s t company wi th t h e r e s e r v e r e -
quirements of t h e Federa l Reserve Act s h a l l be he ld to be a f u l l 
compliance w i t h those p r o v i s i o n s of t h e laws of t h i s S t a t e which 
r e q u i r e banks or t r u s t companies to main ta in cash ba lances in t h e i r 
v a u l t s o r w i th o t h e r banks, and no such bank or t r u s t Company s h a l l 
be r e q u i r e d to c a r r y or main ta in r e s e r v e o t h e r than such a s i s r e -
qu i red under t h e terms of t h e Federal Reserve Act". (Pub l i c Laws 
of 1919, ch. 252, sec . 4 . p . 462. ) 
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Both of the above c u j t e u r e se rve p rov i s i ons a r e r epea led 
by an ac t which was r a t i f i e d on February 18, 1921 (Publ ic Laws of 
1921, ch. 4 , sec . 31, p . 83, and sec. 42, p . 92; North Carol ina 
Code, 1927, Ann. sec . 2 2 0 ( f ) , p . SO, and sec. 220(g) , p . 62; Banking 
Law Pamphlet, 1927, sec. 2 2 0 ( f ) , p . 31, and sec . 220(q) , p . 25 . ) 
However, t h i s a c t incorpora tes almost word f o r word the p r o v i s i o n 
of t he ac t which was r a t i f i e d on February 19, 1919; and, i t sub-
s t a n t i a l l y inco rpora t e s a l so the language of the p rov i s ion which 
was r a t i f i e d on March 10, 1919, a l though i t f a i l s to make any ex-
p r e s s mention of a t r u s t company. This f a i l u r e to mention a t r u s t 
company, however, does not take away the r i g h t of a member t r u s t 
company r e c e i v i n g depos i t s to ca r ry r e s e r v e s in accordance wi th 
the requirements of the Federal Reserve Act i n s t ead of i n , a c c o r d -
ance wi th t he requirements of S t a t e law, because i f the d e f i n i t i o n s 
s e t f o r t h above permit such company to become a member of t he Fed-
e r a l Reserve System under the membership p r o v i s i o n s they obvious ly 
permi t such company a l s o , i f i t i s a member, to c a r r y r e s e r v e s in 
the same manner as a member bank under the r e se rve p r o v i s i o n s of 
the 1921 a c t . 

NORTH DAKOTA. 

Banks express ly pe rmi t t ed to become members of Federal Reserve System. 

An ac t approved February 10, 1915 con ta ins p r o v i s i o n s p r o -
h i b i t i n g a bank fpom us ing i t s a s s e t s in c e r t a i n inves tments , bu t 
these p r o v i s i o n s p rov ide t h a t such p r o h i b i t i o n s " s h a l l no t be con-
s t rued as in any way p reven t ing a bank from i n v e s t i n g such p a r t of 
i t s funds in s tock of the Federal r e se rve bank of t h i s d i s t r i c t 
a s may be necessa ry to become a member of the Federal Reserve Associa-
t i o n and from ca r ry ing such s tock among i t s a s s e t s . " (Laws of 1915, 
Act approved February 10, 1915, ch. 54, sec. 1; Supplement to the 
1913 Compiled Laws of North Dakota, (1913-1925), sec . 5187; Banking 
Law Pamphlet, 1929, sec . 5187 Supp., p . 25 . ) 

No p r o v i s i o n s s p e c i f i c a l l y au tho r i z ing t r u s t companies to purchase 
s tock in Federal Reserve Banks. 

The laws of t h i s State do not appear to con ta in any p r o -
v i s i o n s s p e c i f i c a l l y permitting or authorizing t r u s t companies to 
become members of the Federal Reserve System, and i t i s unders tood 
t h a t a£ the p r e s e n t time there are no trust companies in t h i s S t a t e 
which a r e members of the System; nor have such companies been members 
a t any time in the paM. 
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No p r o v i s i o n s p e r m i t t i n g compliance with r e se rve requirements of Federal 
Reserve Act in l i e u of requirements of S t a t e Law. 

There a r e no p r o v i s i o n s in the laws of t h i s S t a t e under 
which a S t a t e member bank may ca r ry the r e s e r v e s p r e s c r i b e d by the 
Federal Reserve Act in l i e u of the r e s e r v e s p r e s c r i b e d by S t a t e law. 

OHIO. 

Banks and trust companies authorized to j o i n Federal Reserve System. 

By an Act approved February 17, 1914, the L e g i s l a t u r e of 
t h i s S t a t e au tho r i zed every Ohio corpora t ion having power to r e ce ive 
and r e c e i v i n g money on d e p o s i t , except b u i l d i n g and loan a s s o c i a t i o n s , 
to become members of the Federal Reserve System, the p r o v i s i o n s in 
t h i s connection p rov id ing t h a t any such corpora t ion " i n add i t i on to the 
powers, r i g h t s and p r i v i l e g e s possessed by i t under the laws of Dhi6 
s h a l l have the r i g h t and power to become a member bank.under the Fed-
e r a l Reserve Act upon the terms and condi t ions s e t f o r t h in s a id Fed-
e r a l Reserve Act, or h e r e a f t e r provided by law, in order to become a 
member bank as contemplated by sa id Federal Reserve Act" . (Laws of 
1.914, Act approved February 17, 1914, sec. 2 ) . 

On Apr i l 11, 1919, a new banking Code for t h i s State was 
approved, and p r o v i s i o n s covering membership s imi l a r to those r e -
f e r r e d to above a r e included in the Code. The Code s p e c i f i c a l l y 
p rov ides in p a r t t h a t "Every bank, in add i t i on to the powers, r i g h t s 
and p r i v i l e g e s possessed by i t under the laws of Ohio s h a l l have 
the r i g h t and power to become a member bank under the f e d e r a l r e s e r v e 
a c t upon the terms ^nd condi t ions se t f o r t h in s a id f e d e r a l r e s e r v e 
a c t , or h e r e a f t e r provided by law. Every bank which becomes a mem-
ber bank s h a l l have the r i g h t and power to do everything r e q u i r e d of 
or granted by s a i d f e d e r a l r e s e rve ac t to member banks which a r e 
organized under s t a t e laws; * * * " . (General Code of Ohio, sec. 
710-5; Banking Law Pamphlet, 1928, sec. 710-5, p . 7 . ) 

The laws a l so prov ide t h a t "The term 'Bank' s h a l l inc lude 
any person , f i r m , a s s o c i a t i o n , or corpora t ion s o l i c i t i n g , r e c e i v -
ing or accep t ing money, or i t s equ iva len t , on depos i t a s a b u s i n e s s , 
whether such depos i t i s made sub jec t to check or i s evidenced by a 
c e r t i f i c a t e of d e p o s i t , a pass-book, a no te , a r e c e i p t , or o the r 
w r i t i n g , and u n l e s s the contex t o therwise r e q u i r e s a s used in t h i s 
a c t inc ludes commercial banks, savings banks, t r u s t companies and 
un incorpora ted banks; * * * 11. (General Code of Ohio, sec . 710-2; 
Banking Law Pamphlet, 1928, sec . 710-2, p . 5 . ) Trus t companies, 
t h e r e f o r e , may become members of the Federal Reserve System, under 
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The a c t approved. February 17, 1914, con ta ined a p r o v i s i o n 
to the e f f e c t t h a t a coraoliance by member banks and t r u s t companies 
wi th t h e r e s e r v e requ i rements of the Federa l Reserve Act " s h a l l be 
accep ted in l i e u of t h e r e s e r v e requi rements p rov ided by t h e laws 
of Ohio". (Laws of 1914, Act approved February 17, 1914, sec . 2 . ) 

The new 1919 Banking Code a l s o i n c o r p o r a t e s word f o r word 
t h e 1914 p r o v i s i o n s r e l a t i n g to r e s e r v e r equ i remen t s . (General Code 
of Ohio, sec. 710-5; Banking Law Pamphlet, 1929, sec . 710-5, p . 7 . ) 

OKLAHOMA. 

\ 

Banks and t r u s t companies au tho r i zed to become members of Federa l 
Reserve Bank. 

In 1921, l e g i s l a t i o n was enacted in t h i s S t a t e a u t h o r i z -
ing S t a t e banks and t r u s t companies to j o i n the Federa l Reserve 
System. This l e g i s l a t i o n p rov ides in p a r t t h a t any S t a t e bank or 
t r u s t company " s h a l l have power to subsc r ibe to the c a p i t a l s tock 
and become a member of the Federa l Reserve Bank". (Laws of 1921, 
p . 143; Comp, Oklahoma S t a t u t e s . , 1921, sec. 4156; Banking Law 
Pamphlet , 1927, sec . 49, p . 34 . ) 

Compliance wi th Federa l Reserve Act r e s e r v e requi rements deemed com-
p l i a n c e wi th S t a t e law requ i rements . 

The 1931 l e g i s l a t i o n a l s o p rov ides t h a t a compliance by a 
member bank or t r u s t company "wi th the r e s e r v e requi rements of the 
Federa l Reserve Act s h a l l be h e l d to be a f u l l compliance w i th those 
p r o v i s i o n s of the laws of t h i s S t a t e which r e q u i r e banks or t r u s t 
companies to c a r r y or main ta in r e s e r v e o the r than such as i s r e q u i r e d 
under the terms of the Federa l Reserve Act" . (Laws of 1921, p . 143; 
Comp. Oklahoma Sta tu tes . , 1921, sec . 4158; Banking Law Pamphlet , 1927, 
sec . 51, p . 34 . ) 

OREGON. 

Banks and t r u s t companies au tho r i zed to become members of Federa l Reserve 
Bank. 

In 1915, the laws of t h i s S t a t e cover ing banks wore amended so 
a s to a u t h o r i z e s t a t e banks to purchase s tock in and become members of a 

* 34 — 

t h e above quoted, p r o v i s i o n s of t h e 1919 banking code. 

Members may keep Federa l Reserve Act r e s e r v e s in l i e u of t hose 
r e q u i r e d by S t a t e law. 
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P. Hi Bank. That l e g i s l a t l o h provided tha t such banks s h a l l have t h e 
powietf " id pu rchase tind ho ld f&S* the purpose of becoming a member of a 
F . R, Bank so nluch of t h e c a p i t a l s tock the reof a s w i l l q u a l i f y i t f o r 
membership i n such Federa l Reserve Baik * * ( laws of 1915, ch. 285, 
s e c . 2 . ) I t was a l s o p rov ided t h a t " H e r e a f t e r no S t a t e bank s h a l l i n -
v e s t any of i t s a s s e t s i n t h e c a p i t a l s t ock of any o t h e r c o r p o r a t i o n ex-
cep t i n t h e c a p i t a l s t ock of a Federa l Reserve Bank, * * * .* (Laws of 
1915, ch. 285, sec . 8 . ) 

In 1917, t h e laws cover ing t r u s t companies were "amended so a s 
to g ran t an a u t h o r i t y to such companies to become members of t h e F. R. 
System s i m i l a r to the a u t h o r i t y con ta ined in t h e p r o v i s i o n s above quoted 
cover ing banks . (Laws of 1917, ch. 197, s ees . 10 and 2 2 . ) 

S e c t i o n s 2 and 8 , chap te r 285, of t h e laws of 1915, cover ing 
banks were amended i n 1917 (Laws of 1917, ch. 122, sec . 1 . ) and 1919 
(Laws of 1919, ch. 250, sec . 1 . ) , r e s p e c t i v e l y ; b u t n e i t h e r of t h e s e 
amendments changed t h e wording of t h e membership p r o v i s i o n s . 

In 1925, l e g i s l a t i o n was enacted which s p e c i f i c a l l y r e p e a l e d 
t h e p r o v i s i o n s above r e f e r r e d to bu t which a t t h e same t ime i n c o r p o r a t -
ed p r o v i s i o n s s u b s t a n t i a l l y the same as the r e p e a l e d p r o v i s i o n s . (Laws 
of 1925, ch . 2507, s ees . 39, 81, 98 (b) and 100; Banking Law Pamphlet , 
1925, sec . 39, p . 14, s ec . 81, p . 28, sec . 98 ( b ) , p . 35, and sec . 
100, p . 3 6 . ) Sec t ion 100 of t h e 1925 laws was amended i n 1927 (Laws 
of 1927, ch . 417, sec . 1 ) , and s e c t i o n 39 was amended i n 1929 (Laws 
of 1929, ch. 380, sec . 8 . ) ; b u t n e i t h e r of t he se amendments a l t e r t h e 
e f f e c t of t h e 1925 membership p r o v i s i o n s . 

S t a t e r e s e r v e requ i rements no t a p p l i c a b l e to members of Federa l Reserve 
System. 

P r i o r to 1919, t h e laws of t h i s S t a t e d i d no t con ta in any p r o -
v i s i o n s p e r m i t t i n g member banks and t r u s t companies to c a r r y t h e r e -
se rves p r e s c r i b e d by the Federa l Reserve Act in l i e u of t h e r e s e r v e s 
r e q u i r e d by t h e S t a t e law; b u t member banks, by l e g i s l a t i o n enac ted i n 
1915 (Laws of 1915, ch. 285, sec . 9 ) and t r u s t companies, by l e g i s l a -
t i o n enac ted in 1917 (Laws of 1917, ch. 197, sec . 2 5 . ) , were p e r m i t t e d 
to "mainta in! a s r e s e r v e d e p o s i t s w i th t h e Federa l r e s e r v e bank such p o r -
t i o n of i t s ( t h e i r ) t o t a l r e s e r v e a s s h a l l be r e q u i r e d by members of t h e 
Federa l Reserve System!1. In 1919, however, l e g i s l a t i o n was enacted s t r i k -
ing out t h e p r o v i s i o n s j u s t quoted and p r o v i d i n g t h a t t h e p r o v i s i o n s s e t -
t i n g out t h e amounts of r e s e r v e s which S t a t e banks and t r u s t companies 
were r e q u i r e d to ma in ta in " s h a l l no t apply t o . a S t a t e bank (or t r u s t com-
pany) which i s a member of t h e Federa l Reserve Banking System and duly 
complies w i t h a l l of t h e r e s e r v e and o t h e r requi rements of t h a t System". 
(Laws of 1919, ch. 8 , sec . 1 , and ch. 411, sec . 1 . ) The s e c t i o n s of t h e 
laws c o n t a i n i n g t h e s e p r o v i s i o n s were amended in 1921, b u t t h e wording 
of t h e p r o v i s i o n s was no t changed. (Laws of 1921, ch. 187, and 188. ) 
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l a 1925, l e g i s l a t i o n VW passed which r e p e a l s t h e 1919 p r o v i s i o n s , 
a s amended in 1921, and p r o v i d e s t h a t " a compliance on the p a r t of any 
such (member) bank or t r u s t company wi th t h e r e s e r v e requ i rements of t h e 
Federa l Reserve Act s h a l l be h e l d to be a f u l l compliance w i th those 
p r o v i s i o n s of t h e laws of t h i s s t a t e which r e q u i r e banks o r t r u s t com-
p a n i e s to ma in ta in cash ba l ances in t h e i r v a u l t s o r wi th o t h e r banks, 
and no such bank or t r u s t company s h a l l be r e q u i r e d to c a r r y o r main ta in 
r e s e r v e o the r than such a s i s r e q u i r e d under t h e terms of t h e Federa l Re-
se rve Act" . (Laws of 1925, ch. 207, sec . 98(d) ; Banking Law Pamphlet , 
1925, sec . 9 8 ( d ) , p . 3 6 . ) . With r e f e r e n c e to savings banks or departments , 
t h i s l e g i s l a t i o n a l s o p r o v i d e s t h a t " I f any savings bank, or t h e savings 
department of any bank or t r u s t company, s h a l l have become a member of 
t h e f e d e r a l r e s e r v e system, i t s h a l l comply wi th the r e s e r v e requirements 
of t h e f e d e r a l r e s e r v e a c t and i t s amendments, and i t s compliance t h e r e -
wi th s h a l l be i n l i e u of and s h a l l r e l i e v e such bank or sav ings depa r t -
ment of any bank or t r u s t company from compliance wi th t h e p r o v i s i o n s of 
t h i s a c t a s to such r e s e r v e s " . (Laws of 1925, ch. 207, sec . 134; Banking 
Law Pamphlet , 1925, sec . 134, p . 51 . ) 

The 1925 l e g i s l a t i o n a l so con ta ined an a d d i t i o n a l p r o v i s i o n 
which read s u b s t a n t i a l l y t h e same as the above quoted p o r t i o n of s e c t i o n 
98(d) (Laws of 1925, ch. 207, sec . 92; Banking Law Pamphlet , 1925, sec . 
92, p . 3 3 . ) ; and a l though t h e s e c t i o n which conta ined t h i s a d d i t i o n a l 
p r o v i s i o n was amended by an a c t approved March 9 , 1929, t h e wording of 
t h e 1925 p r o v i s i o n i s unchanged. (Laws of 1929, ch . 478, sec . 1 , Act 
approved March 9, 1929.) 

PMffSYLVANlA. 

Banks and t r u s t companies au tho r i zed tq become members of Federa l Reserve 
Bank. 

In an a c t of J u l y 17, 1917, a u t h o r i t y i s given to a S t a t e bank 
o r t r u s t company " t o subsc r ibe to t h e c a p i t a l s t ock and become a member 
of a Federa l Reserve Bank * * * " . (Act of- J u l y 17, 1917, P .L . 1021, 
s e c . 1; P u r d o n ' s Penna, S t a t u t e s , Annotated, T i t l e 7, ch . 12, sec . 371, 
p . 114; Banking Laws, 1930, a r t . 11, sec . 464, p . 253 . ) 

Members s h a l l ma in ta in r e s e r v e s r e q u i r e d by Federal Reserve Act . 

I t i s a l s o p rov ided in t h e a c t of J u l y 17, 1917, t h a t a 
member bank or t r u s t company " s h a l l 'comply w i th t h e r e s e r v e r e -
quirements of t h e Federa l Reserve Act and i t s amendments, and the 
compliance of such bank or t r u s t company the rewi th s h a l l be i n l i e u 
o f , and s h a l l r e l i e v e such bank or t r u s t , company from, compliance 
w i th t h e p r o v i s i o n s of t h e laws of t h i s Commonwealth r e l a t i n g to 
t h e maintenance df r e s e r v e s " . (Act of J u l y 17, 1917, P . L. 1021, 
sec . S i r P u r d o n ' s Penna. S t a t u t e s , Annotated, T i t l e 7, ch. 12, sec . 
373; p . 114; Banking Laws, 1930, a r t . 11, sec . 466, p . 253 . ) 
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RHODE ISLAFD. 

Banks and t r u s t companies au tho r i zed to "become members of Federa l Reserve 
Bank. 

On Apr i l 19, 1917, an ac t of the l e g i s l a t u r e of t h i s S t a t e 
was approved which p rov ides t h a t "A bank or t r u s t company may sub-
s c r i b e to the c a p i t a l s t o c k and become a member of a Fede ra l r e s e r v e 
bank w i th in t h e Federa l r e s e r v e d i s t r i c t where such bank or t r u s t 
company i s s i t u a t e d * * *. Such member bank or t r u s t company s h a l l 
be s u b j e c t to t h e p r o v i s i o n s of s a i d ' Fede ra l Reserve Act ' r e l a t i v e 
to member banks , and to the r e g u l a t i o n s of the 1 Federa l Reserve Board ' . 
Every such member bank or t r u s t company may have and e x e r c i s e any 
and a l l of the powers and p r i v i l e g e s which may be e x e r c i s e d by 
member banks under the p r o v i s i o n s of s a i d ' Fede ra l Reserve A c t ' " . 
(Acts of 1917, Act approved Apr i l 19, 1917, ch. 1514, s ec . 1; 
Banking Law Pamphlet , 1929, sec . 9 , p . 20 . ) 

No p r o v i s i o n s s p e c i f i c a l l y a u t h o r i z i n g compliance wi th r e s e r v e s p r e s c r i b e d 
by Federa l Reserve Act in l i e u of those p r e s c r i b e d by S t a t e law. 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s 
s p e c i f i c a l l y a u t h o r i z i n g banks and t r u s t companies which a r e members 
of t h e Federa l Reserve System to main ta in the r e s e r v e s p r e s c r i b e d 
by t h e Federa l Reserve Act in l i e u of t hose p r e s c r i b e d by t h e S t a t e 
law. 

SOUTH CAROLINA. 

Banks and t r u s t companies au tho r i zed to become members of "Nat iona l 
Reserve Assoc i a t i on of the Uni ted S t a t e s " . 

On February 18, 1914, the l e g i s l a t u r e of t h i s S t a t e passed 
an ac t a u t h o r i z i n g S t a t e banks and t r u s t companies to become members 
of the Federa l Reserve System. This a c t p rov ides t h a t any S t a t e bank 
or t r u s t company "may a s s o c i a t e i t s e l f wi th any n a t i o n a l r e s e r v e 
a s s o c i a t i o n of t h e Uni ted S t a t e s , or any branch thereof under any 
law now e x i s t i n g , or h e r e a f t e r enacted by the Congress of t h e Uni ted 
S t a t e s ; and may i n v e s t such p a r t of i t s c a p i t a l or s u r p l u s t h e r e i n 
a s may be neces sa ry to a c q u i r e and p r e s e r v e i t s membership in such 
a s s o c i a t i o n . ( L a w s of 1914, Act of February 18, 1914, sec . 1; 
Code of South Caro l ina , 1922, sec . 4002; Banking Law Pamphlet , 
1928, sec . 75, p . 36 . ) 

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



Ho p r o v i s i o n s e x p r e s s l y a i i t ho r i z fng compliance wi th r e s e r v e s p r e s c r i b e d 
by Federal Reserve Act in l i e u of r e s e r v e s p r e s c r i b e d by S t a t e law. 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s 
e x p r e s s l y a u t h o r i z i n g S t a t e banks and t r u s t companies which a r e 
members of t h e Federa l Reserve System to c a r r y t h e r e s e r v e s p r e -
s c r i b e d by t h e Federa l Reserve Act in l i e u of those p r e s c r i b e d 
by t h e S t a t e law; b u t t h e r e s e r v e r e q u i r e d of banks i s 3 p e r cen t 
of t ime d e p o s i t s and 7 p e r cen t of demand d e p o s i t s , which may 
c o n s i s t of cash on hand or in banks. (Laws of 1923, ch. 112, p . 
159 . ) A compliance wi th the r e s e r v e requi rements of t h e Federa l 
Reserve Act , t h e r e f o r e , i s i n e f f e c t a compliance wi th t h e S t a t e 
law. 

SOUTH DAKOTA. 

Banks and t r u s t companies doing banking bus ine s s a u t h o r i z e d to become 
members of Federa l Reserve Bank. 

By l e g i s l a t i o n enacted i n 1915, any S t a t e bank was 
a u t h o r i z e d to "become a member of a f e d e r a l r e s e r v e bank, ptu>» 
suant to t h e p r o v i s i o n s of t h e f e d e r a l r e s e r v e a c t , and any a c t 
of congress supplemental t h e r e o f , and a f t e r becoming such member 
and sha reho lde r i t may comply wi th and s h a l l be s u b j e c t to s a i d 
f e d e r a l r e s e r v e a c t and such o the r b e t s of cong re s s , any th ing 
in t h e laws of t h i s s t a t e to t h e c o n t r a r y n o t w i t h s t a n d i n g " . 
(Laws of 1915, ch. 102, a r t . 2 ) . 

In 1919, t h i s p r o v i s i o n was amended so t h a t i t now p r o -
v ides t h a t any S t a t e bank "may become a member of a f e d e r a l r e -
se rve bank, pu r suan t to t h e p r o v i s i o n s of t h e f e d e r a l r e s e r v e 
a c t , and any a c t of congress supplemental t h e r e t o or amendatory 
t h e r e o f , and a f t e r becoming such member and shareholder i t may 
comply wi th such f e d e r a l r e s e r v e a c t and such o t h e r a c t s of 
congress , p rov ided t h a t such s t a t e bank s h a l l n e v e r t h e l e s s be 
s u b j e c t to and comply wi th a l l t he laws of t h i s s t a t e r e l a t i n g 
to banks" . (Laws of 1919, ch. 125, p . 110; Comp. Laws, South 
Dakota, 19291 sec . 8983; Banking Law Pamphlet , 1927, sec . 8983, 
p . 2 7 . ) 

The laws of t h i s S t a t e p rov ide t h a t no t r u s t company 
may " i n v e s t any of i t s funds i n t h e s tock of any o t h e r t r u s t 
company or c o r p o r a t i o n " . (Laws of 1911, ch.255, sec . 21; Comp. 
Laws, South Dakota, 1929, sec . 9050; Banking Law Pamphlet , 1927, 
sec . 9050, p . 68 ) ; and i t w i l l be noted t h a t t h e laws s p e c i f i -
c a l l y a u t h o r i z e only banks to become members of t h e Federa l Re-
se rve System. In view of t h e f a c t , however, t h a t t he laws 
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permi t t r u s t companies td t r a f t s ac t a banking "business ( laws of 
1911» ch. 255, sec . 2; Camp. Laws, South Dakota, 1929, s e c . 
9033; Banking Law Pamphlet , 1927, sec . 9033, p . 62 ) , and. p r o -
v ide t h a t "For t h e purpose of t h i s chap te r every c o r p o r a t i o n , 
a s s o c i a t i o n , f i r m o r i nd iv idua l in t h i s S t a t e whose b u s i n e s s , 
i n whole o r i n p a r t , c o n s i s t s in t h e t a k i n g of d e p o s i t s o r 
buying o r s e l l i n g exchange s h a l l be h e l d to be a bank?'. 
(Laws of 1915, ch. 102, sec . 1; Comp. Laws, South Dakota, 
1929, sec . 8948; Banking Law Pamphlet, 1927, sec . 8948, p . 15 ) , 
i t would seem t h a t t r u s t companies which r e c e i v e d e p o s i t s o r 
buy or s e l l exchange a r e a u t h o r i z e d to become members of t h e 
Federa l Beserve System. 

Ho p r o v i s i o n s a u t h o r i z i n g compliance w i t h r e s e r v e p r o v i s i o n s of Federa l 

Beserve Act in l i e u of p r o v i s i o n s of S t a t e law. 

The laws of t h i s S t a t e do not con ta in any p r o v i s i o n s 
a u t h o r i z i n g member banks and t r u s t companies to observe t h e 
r e s e r v e requ i rements of t h e Federa l Reserve Act i n s t e a d of t h e 
requ i rements of t h e S t a t e law. 

TENNESSEE. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l 
Beserve Bank. 

In 1919, the General Assembly of Tennessee enac ted 
l e g i s l a t i o n which p rov ide s t h a t "Any bank or t r u s t company, 
i n c o r p o r a t e d under th@ laws of t h i s s t a t e i s a u t h o r i z e d and 
s h a l l have power to s u b s c r i b e , t ake and pay f o r , a s a p a r t 
of i t s inves tments , sha res of the c a p i t a l s tock of a f e d e r a l 
r e s e r v e bank and to become a member of such f e d e r a l r e s e r v e 
bank c r e a t e d and organized under the Act of Congress of the 
Uni ted S t a t e s , approved t h e 23d day of December, A. D. 1913, 
and known as t h e Federa l Beserve Act , and i t s amendments". 
(Baldwin ' s Cumulative Code Supplement, sec . 3235a- l ; P u b l i c 
Acts , 1919, ch. 26, ^ec. 1 . ) This l e g i s l a t i o n a l s o p r o -
v ides t h a t "any investment h e r e t o f o r e made by any bank o r 
t r u s t company i nco rpo ra t ed under the laws of t h i s s t a t e i n 
t h e c a p i t a l s t ock of any f e d e r a l r e s e r v e bank of t h e c h a r a c t e r 
mentioned i n s e c t i o n 3235a- l , i s hereby a u t h o r i z e d and 
v a l i d a t e d " . (Baldwin ' s Cumulative Code Supplement, s ec . 
3235a-2; P u b l i c Acts , 1919, ch. 26, sec. 2 . ) 
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Addi t iona l l e g i s l a t i o n was enacted in 1919 which 

p r o v i d e s in p a r t t h a t "Any bank or t r u s t company, i n c o r -
p o r a t e d under t h e laws of t h i s S t a t e , s h a l l have the power 
to s u b s c r i b e to t h e c a p i t a l s tock and become a member of a 
Fede ra l Reserve Bani*. (Pub l i c Acts , 1919, ch. 69, sec . 2; 
Baldwin 1s Cumulative Code Supplement, sec . 3235a-4 . ) 

Members to keep Federa l Reserve Act r e s e r v e s in l i e u of r e s e r v e s 
r e q u i r e d by S t a t e law. 

The 1919 l e g i s l a t i o n a l so p rov ides t h a t a compliance 
by a member bank or t r u s t company "wi th the r e s e r v e r e q u i r e -
ments of t h e Federa l Reserve Act s h a l l b e h e l d to be a f u l l 
compliance w i t h those p r o v i s i o n s of the laws of t h i s S t a t e 
which r e q u i r e banks or t r u s t companies to main ta in cash b a l -
ances in t h e i r v a u l t s o r w i th o the r banks , and no such bank 
or t r u s t company s h a l l be r e q u i r e d to c a r r y or ma in ta in r e -
se rve o t h e r than such a s i s r e q u i r e d under t h e terms of t h e 
Federa l Reserve Act" . (Pub l i c Acts , 1919, ch. 69, sec . 4; 
Ba ldwin ' s Cumulative Code Supplement, sec . 3235-6.) 

TEXAS. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federal 
Reserve Bank. 

An a c t pas sed i ^ 1914, by the Third Cal led Ses-
s ion of t h e T h i r t y - t h i r d L e g i s l a t u r e of t h i s S t a t e , 
p rov ide s t h a t a l l S t a t e banks 
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and t r u s t companies " j h a l l have a u t h o r i t y to become members of Fed-
e r a l Reserve Banks under t h e terms and l i m i t a t i o n s a s may be p r e -
s c r i b e d by the laws of the Uni ted S t a t e s and such r u l e s and r e g u l a -
t i o n s r e l a t i v e t h e r e t o as may be "promulgated by l a w f u l a u t h o r i t y " . 
(Acts 1914, Th i rd Cal led Sess ion , sec . 1; Baldwin ' s Texas S t a t u t e s , 
A r t . 519; Banking Law Pamphlet, 1929, a r t . 519, p . 46 . ) 

No p r o v i s i o n s a u t h o r i z i n g compliance v i t h r e s e r v e p r o v i s i o n s of Federal 
Reserve Act in l i e u of p r o v i s i o n s of S t a t e law. 

The laws of t h i s S t a t e do not appear to con ta in any p r o -
v i s i o n s a u t h o r i z i n g b,onks and t r u s t companies which a r e members of 
the Federa l Reserve System to mainta in r e s e r v e s in accordance wi th 
the p r o v i s i o n s of t h e Federa l Reserve Act i n s t e a d of the p r o v i s i o n s 
of the S t a t e law. 

UTAH. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l Reserve 
System. 

In 1915, the l e g i s l a t u r e of t h i s S t a t e passed l e g i s l a t i o n 
which, whi le not exp re s s ly mentioning a Federa l r e s e r v e bank, a u t h o r -
i zed a S t a t e bank or t r u s t company to purchase , own nnd ho ld sha res 
of the c a p i t a l s tock of any o the r bank, t r u s t company or o t h e r c o r -
p o r a t i o n . (Sess ion Laws of 1915, ch. 47, sec . 1 . ) 

In 1919, the l e g i s l a t u r e oassed another a c t cover ing mem-
b e r s h i p of banks and t r u s t companies in the Federa l Deserve System. 
This a c t exp re s s ly au tho r i ze^ a bank or t r u s t company to become a 
member of t h e Federa l Reserve System, by p r o v i d i n g t h a t "any bank 
or t r u s t company inco rpo ra t ed under t h e laws of t h i s S t a t e s h a l l 
have t h e power to subsc r ibe to the c a p i t a l s tock and become a member 
of a Federa l Reserve System c r e a t e d and organized under an Act of 
Congress of the Uni ted S t a t e s and known as the Federa l Reserve Act" . 
(Laws of 1919, ch. 19, sec . 1; Banking Law Pamphlet, 1927, sec . 1 , 
p . 21 . ) 

Compliance wi th r e s e r v e requi rements of Federa l Reserve Act r e l i e v e s 
compliance wi th S t a t e law. 

The 1919 a c t a l so p rov ides t h a t "Any such bank or t r u s t 
company s h a l l comply with t h e r e s e r v e requi rements of the Federa l 
Reserve Act and i t s amendments, and the compliance of such bank or 
t r u s t company t he r ewi th s h a l l be in l i e u o f , and s h a l l r e l i e v e such 
bank or t r u s t company from compliance with the p r o v i s i o n s of the laws of 
t h i s S t a t e r e l a t i n g to the maintenance of r e s e r v e s " . (Laws of 1919, ch. 
19, sec . 3; Banking Law Pamphlet , 1927, sec . 3, p . 21 . ) 
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VERMONT. 

Banks and. t r u s t companies au tho r i zed to become members of Federa l Reserve 
Bank. 

In an a c t approved February 21, 1919, the General Assembly 
of t h i s S t a t e p rov ide s t h a t " a bank or t m s t connany i n c o r p o r a t e d 
under t h e laws of t h i s S t a t e s h a l l have the power to s u b s c r i b e to the 
c a p i t a l s t o c k and become a member of a Federa l r e s e r v e bank?'. (Laws 
of 1919, Act Mo. 143, approved February 21, 1919, sec . 2 . ) 

Federa l Reserve Act Reserves may be main ta ined in l i e u of r e s e r v e s 
r e q u i r e d by S t a t e law. 

In 1919 l e g i s l a t i o n a l so p rov ides t h a t a compliance by a 
member bank or t r u s t company "wi th the r e s e r v e requi rements o f ' the 
Federa l Reserve Act s h a l l be h e l d to be- a f u l l compliance wi th those 
p r o v i s i o n s of t h e laws of t h i s S t a t e which r e q u i r e banks or t r u s t 
companies to ma in ta in cash ba lances in t h e i r v a u l t s o r w i t h o t h e r 
banks, and no such bank or t r u s t company s h a l l be r e q u i r e d to c a r r y 
o r main ta in r e s e r v e o the r than such as i s r e q u i r e d under t h e terms 
of t h e Federa l Reserve Act" . (Laws of 1919, Act No. 143, approved 
February 21, 1919, sec . 4 . ) 

VIRGINIA. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l Reserve 
System. 

On March 2 , 1914, an ac t of the l e g i s l a t u r e of t h i s S t a t e 
was approved in which ba&ks were "empowered to become member banks 
of t h e f e d e r a l r e s e r v e banks of the Uni ted S t a t e s , * * (Acts 
of 1914, Act approved March 2, 1914; Ch. 27, sec . 1 , p . 4 2 . ) 

Apparent ly the 1914 p r o v i s i o n cont inued in e f f e c t u n t i l 
March 27, 1928, when another a c t was approved " t o r e v i s e , c o l l a t e 
and c o d i f y i n t o one a c t t he genera l s t a t u t e s of the Commonwealth 
r e l a t i n g to banks and banking, which a c t s h a l l c o n s t i t u t e and be 
des igna ted and c i t e d a s the V i r g i n i a banking a c t , and to r e p e a l 
a l l Code s e c t i o n s and a l l a c t s and p a r t s of a c t s i n c o n s i s t e n t 
t he r ewi th , and to p rov ide p e n a l t i e s f o r the v i o l a t i o n s t h e r e o f " . 
The 1928 a c t , however, does not a f f e c t the r i g h t of banks to become 
members of t h e Federa l Reserve System, b u t merely c o n t a i n s a more 
e l a b o r a t e p r o v i s i o n on the s u b j e c t , t he p r o v i s i o n in t h i s connect ion 
s t a t i n g t h a t "Any bank h e r e t o f o r e or h e r e a f t e r i nco rpo ra t ed under 

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



m 4S 

X^6875 

489 
" t h e laws of t h i s S t a t e , may i f i t so e l e c t , become a member bank 
of the Federal Reserve l a n k System of the United S t a t e s , sub j ec t 
to t he p r o v i s i o n s of the ac t of Cotigress of the United S t a t e s , ap-
proved December twen ty - th i rd , n ine teen hundred and t h i r t e e n , and 
of any amendments thereof p e r m i t t i n g i t to do so, and s h a l l be v e s t -
ed with a l l powers confe r red upon S t a t e member banks of t h e s a i d 
System by terms of t h e s a i d ac t or a c t s , which s h a l l be exe rc i sed 
sub j ec t to a l l r e s t r i c t i o n s and l i m i t a t i o n s imposed by the s a i d 
Federal Reserve Act or Acts , or by r e g u l a t i o n s of the Federal r e -
serve board made pursuant t h e r e t o * * * " . (Acts of 1928, Act 
approved March 27, 1928, Ch. 507, T i t l e 1, sec . 7 , p . 1310; 
Mich ie ' s Va. Code of 1930, ch. 164A, T i t l e 1, sec. 4149(7), p . 
1046.) 

I t w i l l be noted that the laws only s p e c i f i c a l l y permit 
banks to become members of the Federal Reserve System; but in view 
of the f a c t that the word "bankf, as defined in the laws, includes 
trust companies, they a l so are apparently authorized to become 
members under the above quoted provis ions . (Michie's Va. Code 
of 1930, ch. 164A, T i t l e 1, sees . 4149 (1) and 4149 (2 ) , p. 1044.) 

Compliance wi th r e se rve requirements of Federal Reserve Act au thor ized . 

The laws of V i r g i n i a provide " t h a t '"hen any bank has become 
a member of the Federal r e s e rve bank system, i t s h a l l be r equ i r ed to 
comply with the r e se rve requirements of the Federal r e s e r v e a c t " . (Act 
of 1928, sec . 34.) 

WASHINGTON. 

Banks and t r u s t companies au thor ized to become members of Federa l Reserve 
Bank. — — — — 

In 1915 the l e g i s l a t u r e of t h i s State passed an act in 
which i t was provided that "No bank shal l subscribe for or purchase 
the stock of any other banking corporation, except a Federal re -
serve bank of i h i c h such bank sha l l become a member, and then only 
to the extent required by such Federal reserve bank*. (Laws of 
1915, ch. 35, sec . 5, p. 128.) 

In 1917, additional l e g i s l a t i o n having reference to member-
ship in the Federal> Re serve System was enacted. This l e g i s l a t i o n pro-
vided "That any bank or trust company may par t i c ipa te in membership in 
the federal reserve banking system of the United States * * * ". 
(Laws of 1917, ch. 80 . ) 
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The 1915 p r o v i s i o n above r e fe r r ed , to was a l s o amended in 
1917 so a s to p rov ide t h a t a bank or t r u s t company s h a l l no t "sub-
s c r i b e f o r o r purchase the s tock of any o the r banking house o r t r u s t 
company, except a f e d e r a l r e s e r v e bank, of which such c o r p o r a t i o n 
s h a l l become a member, and then on ly to t h e e x t e n t r e q u i r e d by such 
f e d e r a l r e s e r v e b a n # . (Laws of 1917, ch. 8 0 . ) 

The s e c t i o n of the laws con ta in ing the 1917 p r o v i s i o n 
f i r s t above r e f e r r e d to was again amended in 1919, bu t t h e wording 
of t h e 1917 p r o v i s i o n i s no t changed. (Laws of 1919, s e c . 7 , p . 
730; Banking Law Panrohlet, 1929, sec . 25, p . 12 . ) In 1929, t h e 
1917 p r o v i s i o n l a s t above r e f e r r e d to was a l s o amended, and a l though 
t h i s l e g i s l a t i o n i n s e r t e d some few a d d i t i o n a l words, t h e r i g h t of 
banks and t r u s t companies to purchase s tock in a Federa l r e s e r v e 
bank i s no t a f f e c t e d . (Laws of 1929, sec . 5 , p . 101; Banking Law 
Pamphlet , 1929, sec . 46, p . 25 ) . The 1929 p r o v i s i o n s p e c i f i c a l l y 
p r o v i d e s t h a t a bank or t r u s t company s h a l l no t " s u b s c r i b e f o r o r 
purchase the s t o c k of any o t h e r banking house o r t r u s t company, o r 
of any domestic o r f o r e i g n co rpo ra t i on of any c h a r a c t e r , except a 
f e d e r a l r e s e r v e bank, of which such co rpo ra t ion s h a l l become a 
member, and then only to t h e ex t en t r e q u i r e d by such f e d e r a l r e s e r v e 
bank". 

S t a t e r e s e r v e requi rements no t a p p l i c a b l e to members. 

By l e g i s l a t i o n enacted in 1917, t h e l e g i s l a t u r e of t h i s 
S t a t e p rov ide s t h a t |she S t a t e r e s e r v e requi rements " s h a l l n o t ap-
p l y to a co rpo ra t i on which i s a member of t h e f e d e r a l r e s e r v e baa k ing 
system and duly complies wi th a l l of the r e s e r v e and q t h e r r e q u i r e -
ments of t h a t system". (Laws of 1917, ch . 80, sec . 46; Banking 
Law Pamphlet , 1929, sec . 61, p . 2 9 . ) 

WEST VIRGINIA. 

Banks and t r u s t companies au tho r i zed to become members of Federa l Reserve 
Bank. 

In 1919 t h e l e g i s l a t u r e of t h i s S t a t e passed l e g i s l a t i o n 
p r o v i d i n g t h a t "any bank or t r u s t company incorpora t ed under t h e 
laws of t h i s s t a t e s h a l l have the power to subsc r ibe to t h e c a p i t a l 
s t o c k and become & member of & f e d e r a l r e s e r v e bank?. (Acts of 
1919, ch . 6 0 . ) 

In 1929, l e g i s l a t i o n was enacted which r e p e a l s t h e 1919 
p r o v i s i o n s ; b u t inc luded in the 1929 l e g i s l a t i o n a r e membership p r o -
v i s i o n s of e x a c t l y the same e f f e c t as the r epea l ed p r o v i s i o n s . The 
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1929 ac t S p e c i f i c a l l y provides in part that "Any banking i n s t i t u -
t i on incorporated under the laws of t h i s S ta te sha l l have the power 
to subscribe to the capi ta l s tock and become a mepi^er.of a federal - -
r e s e r v e banld'» (Acts of 1929, 6h% 23. sec# <0; Code of 1931, ch. 31, 
Act 8 , sac . 1 7 . ) 

I t w i l l be no ted t h a t t he 1929 a c t e x p r e s s l y a u t h o r i z e s only 
"banking i n s t i t u t i o n s " to become members of the Federa l Reserve System; but 
t h i s a c t , in d e f i n i n g t h e term "banking i n s t i t u t i o n " , p r o v i d e s t h a t i t shal l , 
i nc lude a t r u s t company. (Acts of 1929, ch .23 , sec . 1; Code of 1931, ch. 31, 
Act 4 , sec . 1 . ) I t ' would seem, t h e r e f o r e , t h a t a t r u s t company may become 
a member of t h e Federa l Reserve System under t h e above quoted p r o v i s i o n of 
t h e 1929 a c t . 
Reserves maintained in accordance with provisions of Federal Reserve Act 
held compliance with provis ions of State law. 

The 1919 l e g i s l a t u r e passed l e g i s l a t i o n p r o v i d i n g t h a t 
a compliance by member banks and t r u s t companies "wi th t h e r e s e r v e 
requi rements of the Federa l Reserve Act s h a l l be h e l d to be a f u l l 
compliance wi th those p r o v i s i o n s of the laws of t h i s S t a t e which 
r e q u i r e banks o r t r u s t companies to main ta in cash ba l ances i n t h e i r 
v a u l t s or w i th o the r banks, and no such bank or t r u s t company s h a l l 
be r e q u i r e d to c a r r y or ma in ta in r e s e r v e o the r than such a s i s r e -
qu i r ed under t h e terms of t h e f e d e r a l r e s e r v e a c t " . ( Acts of 1919, 
ch. 60 ) 

On February 28, 1929, the l e g i s l a t u r e of t h i s s t a t e pa s sed 
an a c t which r e p e a l s the 1919 r e s e r v e p r o v i s i o n above quoted. This 
a c t , however, i nc ludes a p r o v i s i o n excep t ing member banks and t r u s t 
companies from complying wi th the r e s e r v e p r o v i s i o n s of t h e S t a t e 
law which i s s u b s t a n t i a l l y t h e same as the p r o v i s i o n which i t r e -
p e a l e d , t h e p r o v i s i o n in t h i s connect ion p r o v i d i n g " t h a t a compliance 
on the p a r t of any such banking i n s t i t u t i o n which i s a member of t h e 
f e d e r a l r e s e r v e system wi th the r e s e r v e requi rements of t h e f e d e r a l 
r e s e r v e a c t , s h a l l be h e l d to be f u l l compliance wi th t h e p r o v i s i o n s 
h e r e o f , which r e q u i r e banking i n s t i t u t i o n s to main ta in cash ba l ances 
in t h e i r v a u l t s o r w i th o t h e r banks and no such member bank s h a l l 
be r e q u i r e d to c a r r y o r main ta in r e s e r v e o t h e r than such a s i s r e -
qu i red under the terms of the f e d e r a l reserve, act". (Acta of 1929, 
ch. 23, sec . 19; 06da of 1931, ch. 31, Ac.t. 8 , sec . 16.< 

The 1929 act a l so contains an addit ional reserve prov i s ion 
which provides that "A compliance on the part of any such banking 
i n s t i t u t i o n with the reserve requirements of the federal reserve 
act. sha l l be h e l d to be a f u l l compliance with those prov i s ions 
of the laws of t h i s s t a t e which require s t a t e banking i n s t i t u t i o n s 
to carry or maintain reserve other than such as i s required under 
the terms of the federal reserve act". {Acts of 1929, ch. 23, sec . 
20; Code of 1931, ch. 33., Act . 8 , sec . 16 . ) 
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WISCONSIN. 

Banks and t r u s t companies au tho r i zed to become members of Federa l Reserve 
Bank. 

In 1915, the laws of t h i s S t a t e cover ing the powers of 
banks were amended so a s to a u t h o r i z e a bank "To purchase and ho ld , 
f o r the purpose of becoming a member of f e d e r a l r e s e r v e bank, so 
much of the c a p i t a l s t o c x the reof as w i l l q u a l i f y i t f o r member-
sh ip in such r e s e r v e bank * * * ; to become a member of such f e d e r a l 
r e s e r v e bank, and to have and e x e r c i s e a l l powers, not in c o n f l i c t 
w i th t h e laws of t h i s s t a t e , which a r e c o n f e r r e d upon any such 
member bank by the ' f e d e r a l r e s e r v e a c t 1 " . (Laws of 1915, ch. 
76, p . 67 . ) 

In 1921, the above p r o v i s i o n was r e p e a l e d bu t t h e new 
l e g i s l a t i o n i n c o r p o r a t e s a p r o v i s i o n r ead ing s u b s t a n t i a l l y t h e same 
a s the former p r o v i s i o n . The new a c t s p e c i f i c a l l y p r o v i d e s in p a r t 
t h a t "Any bank may purchase and hold , f o r t h e purpose of becoming 
a member of t h e f e d e r a l r e s e r v e bank, so much of the c a p i t a l s tock 
the reof as w i l l q u a l i f y i t f o r membership in such r e s e r v e bank * * 
* ; may become a member of such f e d e r a l r e s e r v e bank, and may have 
and e x e r c i s e a l l powers, not in c o n f l i c t w i th the laws of t h i s s t a t e , 
which a r e c o n f e r r e d upon any such member bank by the ' F e d e r a l Re-
serve A c t ' . Such member bank and i t s d i r e c t o r s , o f f i c e r s , and 
s tockho lde r s s h a l l con t inue to be s u b j e c t , however, to a l l l i a b i l i t i e s 
and d u t i e s imposed upon them by any law of t h i s s t a t e " . (Laws of 
1921, ch. 555, p , 923: Wise. S t a t u t e s , 1929, sec. 221.04 ( 3 ) , p . 
1790; Banking Law Pamphlet , 1925, sec . 221.04 ( 3 ) , p . 28 . ) 

I t w i l l be noted t h a t a l l of t h e above p r o v i s i o n s expres s -
l y permi t only "banks" to become members of the Federal Reserve Sys-
tem; b u t , a s t h e laws a l so p rov ide f o r the o r g a n i z a t i o n of " t r u s t 
company banks" under the same p r o v i s i o n s under which banks may b e 
o rgan ized , and, except ig. two i r r e l e v a n t i n s t a n c e s , s u b j e c t such 
companies to a l l t he p r o v i s i o n s , requi rements and l i a b i l i t i e s cover-
ing banks, i t would seem t h a t such Mtrust company banks" may a l so 
become members of the Federa l Reserve System. Furthermore, t he 
fo l l owing p r o v i s i o n s s p e c i f i c a l l y dea l ing wi th the r e s e r v e r e q u i r e -
ments of member banks and t r u s t companies recognize t h a t t r u s t 
companies may j o i n the Federa l Reserve System. 

Member banks and t r u s t companies only r e q u i r e d to c a r r y r e s e r v e s p r e s c r i b e d 
by Federa l Reserve Act . 

The l e g i s l a t u r e of t h i s S t a t e d id not permi t member banks 
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and t r u s t companies to c a r r y tiie r e s e r v e s prescr ibed , by t h e Federa l 
Reserve Act u n t i l the year 1925, when i t passed an a c t which p r o -
v ides t h a t "any bank or t r u s t company, i nco rpo ra t ed under t h e laws 
of t h i s s t a t e which i s or h e r e a f t e r may become a member of t h e f e d -
e r a l r e s e r v e bank system of t h e Uni ted S t a t e s of America s h a l l be 
r e q u i r e d to c a r r y dur ing t h e p e r i o d of such membership on ly such 
cash r e s e r v e funds as may be r e q u i r e d from time to t ime to be main-
t a i n e d by n a t i o n a l bank members of s a i d f e d e r a l r e s e r v e bank s y s -
tem". (Laws of 1925, ch . 292, sec . 2; Wisconsin S t a t u t e s , 1929, 
sec . 221.27; Banking Law pamphlet , 1825, sec . 221.27, p . 38 . ) 

WYOMING. 

Banks and t r u s t companies a u t h o r i z e d to become members of Federa l 
Reserve Bank. 

An a c t of t h i s S t a t e approved February 19, 1919, p rov ide s 
t h a t banks and t r u s t companies may " s u b s c r i b e to t h e c a p i t a l s tock 
and become a member of a Federa l Reserve Bank?1. (Laws of 1919, ch. 
45, sec . 2; Wyoming Comp. S t a t s . , 1920, sec . 5206.) 

Members only r e q u i r e d to main ta in r e s e r v e s p r e s c r i b e d by Federa l 
Reserve Act. 

L e g i s l a t i o n enacted i n 1925 p rov ide s t h a t any s t a t e bank t h a t 
i s a member of the Federa l Beserve System s h a l l be r e q u i r e d to keep 
on ly such r e s e r v e as i s r e q u i r e d by the Federa l Reserve Act f o r n a t i o n -
a l banks . (Laws of 1925, ch. 157, sec . 39 . ) 

In 1927, the 1925 l e g i s l a t i o n was amended bu t t h e p r o -
v i s i o n p e r m i t t i n g members to main ta in only r e s e r v e s r e q u i r e d by t h e 
Federa l Reserve Act forms a p a r t of the amending l e g i s l a t i o n . (Laws 
of 1927, ch. 100, sec . 1 . ) 
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FEDERAL RESERVE BOARD 491 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6S76 

A p r i l 50, 1931. 

SUBJECT: Code word, to cover Telegraphic 
Transac t ions i n Treasury B i l l s . 

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 "banks, the 

code word "UQXBIIAU" has "been des igna ted to cover a new 

i s s u e of Treasury B i l l s , da ted May 5, 1931, and maturing 

August 3 , 1931. 

This word should "be i n s e r t e d i n the Federa l 

r e s e r v e t e l e g r a p h code book, fo l lowing the supplemental 

code word "50XBAYHEAJ)" on page 172. 

Very t r u l y your s , 

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

TO GOVERNORS OF ALL FEDERAL RESERVE BATCS 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-S877 

May 6, 1931. 

SUBJECT: Cods word to cover Te legraphic T r a n s a c t i o n s 
in Treasury B i l l s . 

Dear S i r -

In connect ion w i th t e l e g r a p h i c t r a n s a c t i o n s in 

Government s e c u r i t i e s "between Federa l r e s e r v e banks , 

t he code word "HOXBEAKER" has been des igna ted to 

cover a new i s s u e of Treasury B i l l s , da ted May 11, 

1931, and matur ing August 10, 1931. 

This word should be i n s e r t e d in the Federa l r e -

se rve t e l e g r a p h code book, fo l l owing the supplemental 

code word "1T0XBEAIJ" on page 172. 

z Very t r u l y yours , 

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

TO GOVERNORS OF ALL FEDERAL RESERVE BANKS. 
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F E D E R A L E I S 3 S V I B O A 3 D 

STATEMENT FOR THE PRESS 

For r e l e a s e a t 3:00 P.M. May 6, 1931, 

The Federa l Reserve Board announces t h a t t he 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 3 p e 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 May 7 , 1931. 
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I I D U A L l i s I I V I AH B 

STATSMlSf FOR THE PRESS 

For r e l e a s e a t 2100 p.to* May 6, 1931. 

The Federa l Reserve Board announces t h a t t h e Federa l 

Reserve Bank of Boston 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 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 May 7 , 1931. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6881 

May 6 , 1931. 

SUBJECT! "Gashing" of Government Warrants and Checks by 
Fede ra l Reserve Banks. 

Dear S i r : 

There a r e enclosed f o r your i n fo rma t ion cop ies of the 
fo l lowing documents p e r t a i n i n g to t h e above s u b j e c t : 

(1) A memorandum addressed t o the Board by i t s Gen-
e r a l Counsel under d a t e of A p r i l 17, 1931 (X-6867); 

(2) The documents a t t a c h e d as e x h i b i t s t o Counse l ' s 
memorandum (X-6867-a); and 

(3) L e t t e r da ted A p r i l 23, 1931, addressed to t h e Board 
by t h e Undersecre ta ry of the Treasury t r a n s m i t t i n g 
a copy of t h e opinion of t h e At torney General of the 
Uni ted S t a t e s rendered Way 27, 1925, p e r t a i n i n g to 
t h e l i a b i l i t y of Federa l r e s e r v e banks i n t h e r e -
demption of c e r t a i n Wax-savings stamps subsequent ly 
found t o be c o u n t e r f e i t (X-6880-X-6880-a). 

In accordance w i t h t h e sugges t ion made by t h e Under-
s e c r e t a r y of the Treasury , your a t t e n t i o n i s i n v i t e d t o t h e f a c t 
t h a t t he op in ion of the At torney General r e l a t e s to a s p e c i f i c 
i n s t a n c e . 

As you know, t h i s mat ter was p r e sen t ed to the Conference 
of Governors of a l l Federa l r e s e r v e banks dur ing i t s meet iqg i n 
Washington on A p r i l '27, 1931, and the Conference of Governors voted 
t o r e f e r i t t o t h e Standing Committee on C o l l e c t i o n s f o r s tudy and 
r e p o r t . 

By order of the Federa l Reserve Board. 

Very t r u l y you r s , 

Enclosures# 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. BANKS AMD MEMBERS OF STANDING COMMITTEE 
ON COLLECTIONS. Digitized for FRASER 
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Id Federa l Reserve Board Date Apr i l 17, 1931. 

From Mr. Wy&tt - General Counsel. Sub jec t : "Cashing" of Government 
Cheeks and Warrants by Federal 
Reserve Batiks-

In the a t t a c h e d l e t t e r addresy### tcr Mr. McClelland on March 14 , 

1931, Mr. M- W. B e l l , Cashier of the Federa l Reserve Bank of A t l a n t a , r e -

ques t s him to n e g o t i a t e " u n o f f i c i a l l y " wi th the Treasurer of the Uni ted 

S t a t e # wi th a view of o b t a i n i n g from him a d e f i n i t i o n of t h e r i g h t s , d u t i e s 

and R e s p o n s i b i l i t i e s of the Federa l r e s e r v e banks in "cashing" Government 

checks and war ran t s pursuant to Sect ion 33 of Treasury Department C i rcu la r 

No. 176. In t h e a t t a c h e d l e t t e r of Apr i l 4 , Mr. Be l l r e cogn ize s t h a t , "The 

p o i n t s a t i s s u e between ou r se lve s and t h e Treasury Department a r e of i n t e r e s t 

to a l l Federa l , r e s e r v e banks and no doubt t h e whole s u b j e c t of payment of 

chackB drawn oa t h e Treasure r by the Federal r e s e r v e banks , p a r t i c u l a r l y 

wi th r e f e r e n c e to t h e adopt ion of a d e f i n i t e p o l i c y by the Treasury Depar t -

ment, i s of s u f f i c i e n t importance to deserve the a t t e n t i o n of t h e Federa l Re-

serve Board." 

I ag ree wi th Mr. Be l l t h a t t h i s i s a mat te r of g r e a t importance 

to a l l Federa l r e s e r v e banks and t h a t i t i s a s u b j e c t upon which t h e Treasury 

Department should c l e a r l y d e f i n e i t s a t t i t u d e . Because of i t s importance to 

a l l of the Federa l r e s e r v e banks, however, I b e l i e v e t h a t n e i t h e r t h e Federal 

Reserve Board nor any one Federa l r e s e r v e bank should endeavor to o b t a i n 

from the Treasury a d e f i n i t e s ta tement or d e c i s i o n on t h i s s u b j e c t u n t i l i t 

has been very c a r e f u l l y cons idered by a l l of t h e Federa l r e s e r v e banks and 

an agreement has been reached between them a s to t h e p o s i t i o n which they 

t h i n k the Treasury should t a k e . 

Repeated e f f o r t s over a long p e r i o d of yea r s have been made 
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to persuade t h e Treasury Department to c l a r i f y the p r o v i s i o n s of Sec t ion 32 

of i t s C i r cu l a r No. 176 which governs t h i s s u b j e c t ; and the m a t t e r has been 

d i scussed a t l e a s t twice in conferences between r e p r e s e n t a t i v e s of t h e Fed-

e r a l r e s e r v e banks and t h e Treasury Department wi thout any agreement be ing 

reached . At t h e l a s t d i s c u s s i o n , which took p l a c e on June 10, 1930, dur ing 

t h e Conference of Counsel of a l l Federal r e s e r v e banks and which was a t t ended 

a l s o by the Chairman and seve ra l members of the Standing Committee on Collec-

t i o n s appoin ted by the Conference of Governors of a l l Federa l r e s e r v e banks, 

i t was imposs ib le to i n s i s t upon a d e f i n i t e se t t l emen t of t h i s ques t ion ; be -

cause i t developed t h a t a l l of the Federa l r e s e r v e banks were no t in e n t i r e 

agreement as to the p o s i t i o n which they would l i k e to have t h e Treasury De-

par tment t ake and some of them had no w e l l - d e f i n e d views on t h i s s u b j e c t . 

Under t h e s e c i rcumstances , I b e l i e v e t h a t , b e f o r e any e f f o r t i s 

made to have t h e c i r c u l a r c l a r i f i e d , t h i s s u b j e c t should be s t u d i e d c a r e f u l -

l y , bo th by the o p e r a t i n g o f f i c e r s and by the Counsel of the va r ious Feder-

a l r e s e r v e banks, and should be d i scussed a t a confe rence of t h e Governors 

of a l l Federa l r e s e r v e banks, wi th a view of a r r i v i n g a t an agreement 

between the Federa l r e s e r v e banks themselves as to t h e p o s i t i o n which the 

Treasury Department should t a k e . 

This ma t t e r i s so t e c h n i c a l and bo th the p r a c t i c a l and l e g a l 

problems involved a r e so d i f f i c u l t of s o l u t i o n t h a t I do not b e l i e v e i t 

could be given s u f f i c i e n t s tudy i n advance of t h e Conference of Governors 

to be h e l d he re on Apr i l 27 to j u s t i f y p l a c i n g i t on the program f o r f i n a l 

a c t i o n dur ing t h a t Conference. I f , however, t he ma t t e r i s b rought to t h e a t -

t e n t i o n of t h e Governors dur ing t h e for thcoming confe rence , i t can be r e f e r r e d 

to the S tanding Committee on C o l l e c t i o n s , to t h e Conference of Counsel, or 
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to some o t h e r kpprojt)ria,te commistt@e f o r s tudy and r e p o r t , w i th a view to 

having t h e r e p o r t in the hands of the Governors s u f f i c i e n t l y in advance of 

t h e next conference to enable them to cons ider i t and a c t upon i t a t t h a t 

t ime. There seems to be no u rgen t need of an immediate s o l u t i o n of t he se 

problems; and i t i s more imoortant to have them s e t t l e d r i g h t than to have 

them s e t t l e d q u i c k l y , 

RECOMMENDATIONS; 

I, t h e r e f o r e , r e s p e c t f u l l y recommend: 

1 . That , du r ing t h e for thcoming Conference of Governors to be he ld 

i n Washington A p r i l 27, t h i s m a t t e r be p r e s e n t e d to t h e Conference wi th a 

sugges t ion t h a t i t would be a p p r o p r i a t e to r e f e r i t to a committee f o r s tudy 

and r e p o r t ; 

2 . That cop ies of t h i s memorandum and the a t t a c h e d l e t t e r s be f u r n i s h e d 

to the Governors of a l l Federa l r e s e r v e banks f o r t h e i r i n fo rma t ion ; and 

3. That the Sec re t a ry of t h e Treasury be r eques t ed to f u r n i s h to the 

Federa l Reserve Board f o r i t s in format ion and f o r the in fo rmat ion of the Fed-

e r a l r e s e r v e banks in t h i s connect ion a copy of the opinion of t h e At torney 

General r e g a r d i n g t h e l i a b i l i t y of t h e Federal r e s e r v e banks f o r payment of 

c o u n t e r f e i t war savings stamps, which w i l l be d i scussed below. (See page 29 . ) 

DISCUSSION. 

Pending a f u r t h e r s tudy of t h i s s u b j e c t , I p r e f e r to r e s e r v e any 

d e f i n i t e d e c i s i o n on any of the h i g h l y t e c h n i c a l l e g a l ques t ions involved, 

and I t h i n k i t would be i n a p p r o p r i a t e f o r me to express any op in ion on any of 

the p r a c t i c a l problems involved u n t i l a f t e r t h i s sub j ec t has been c a r e f u l l y 

s t u d i e d and a r e p o r t rendered by p r a c t i c a l o p e r a t i n g o f f i c e r s of the Federa l 

r e s e r v e banks. Merely f o r t h e purpose of r a i s i n g such p o i n t s a s have 
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occur red to me and f o r the purpose of submi t t ing them f o r t h e c o n s i d e r a t i o n 

of the Board and t h e Federa l r e s e r v e "banks, however, I submit below a gen-

e r a l d i s c u s s i o n of t h i s s u b j e c t . Any views t h e r e i n expressed on any of the 

p r a c t i c a l or l e g a l a s p e c t s of t h e problem a r e merely t e n t a t i v e and a r e sub-

j e c t to f u r t h e r r e v i s i o n a f t e r f u r t h e r s tudy and d i s c u s s i o n . 

QUESTION RAISED BY ATTACHED C03?J1SP01DMCS. 

While t h e c l a r i f i c a t i o n of the T r e a s u r y ' s p o s i t i o n wi th r e f e r e n c e 

to the "cashing" of Government checks and war ran t s by Federa l r e s e r v e banks 

invo lves much broader and more important ques t i ons , which w i l l be d i scussed 

below, the immediate s u b j e c t of t h e correspondence between t h e Federa l Re-

se rve Bank of A t l a n t a and t h e Treasury Department may be s t a t e d as fo l lows : 

Act ing pursuan t to i n s t r u c t i o n s from the Treasury Department, the 

Federa l r e s e r v e banks "cash" Government checks and war ran t s p r e s e n t e d to 

them by t h e i r member banks, by d e b i t i n g the account of the T rea su re r of 

the Uni ted S t a t e s and g iv ing t h e i r member banks immediate c r e d i t in t h e i r 

r e s e r v e accounts . The checks a r e then forwarded t o the Treasurer of t h e 

Uni ted S t a t e s " f o r examination and f i n a l payment". Sometimes the Treasu r -

e r r e f u s e s to c r e d i t t h e Federa l r e s e r v e banks, because the member banks in 

which such checks were depos i t ed have f a i l e d and t h e payees have r eques t ed 

t h a t payment be s topped. In- o t h e r words, t he Treasure r asks t h e Federa l 

r e s e r v e banks to r e v e r s e t h e e n t r i e s , c r e d i t t h e T r e a s u r e r ' s account , and 

d e b i t the i n s o l v e n t member b a n k ' s r e s e r v e account wi th the amount of such 

checks, in order t h a t t he checks may be r e t u r n e d to the payees to save 

them the l o s s which would o the rwise r e s u l t from the f a i l u r e of the banks 

in which t h e checks were depos i t ed . 

In t h e i r cons tan t d e a l i n g s wi th such member banks, which u s u a l l y 
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con t inue up to t h e moment of c l o s i n g and. whidh involve ex tens ions of c r e d i t , 

Shipments of cur rency , wire t r a n s f e r s of funds , and the d a i l y sending of 

checks to t h e member hanks f o r c o l l e c t i o n and payment, the Federa l r e s e r v e 

hanks r e l y very l a r g e l y upon the r e s e r v e ba lances of such member banks f o r 

t h e i r own p r o t e c t i o n . To comply with the T r e a s u r e r ' s r e q u e s t would f r e q u e n t -

l y r e s u l t in l o s s to the Federal r e s e r v e banks; and f r e q u e n t l y i t i s impossible 

f o r t h e Federa l r e s e r v e bank to know u n t i l sometime a f t e r the c l o s i n g of an 

i n s o l v e n t bank whether i t can comply wi th the T r e a s u r e r ' s r e q u e s t wi thout 

l o s s to i t s e l f . 

I unde r s t and from informal d i s c u s s i o n s wi th o f f i c i a l s of the Treas-

u r y Department t h a t t h e Treasure r does not expect the Federa l r e s e r v e banks 

to r e v e r s e the e n t r i e s in such cases where they cannot do so wi thou t l o s s 

to themselves; bu t the Treasury Department has never c l e a r l y d e f i n e d i t s 

a t t i t u d e on t h i s s u b j e c t , and the Federa l r e s e r v e banks a r e l e f t in an un-

c e r t a i n and uncomfor tab le p o s i t i o n . 

The p o s i t i o n of the Federal r e s e r v e banks i s sometimes rendered 

more u n c e r t a i n and uncomfor table by o f f i c i a l s of the Treasury Department, 

(1) ques t ion ing t h e i r r i g h t as i t s agen t s to use the r e s e r v e ba l ances of 

i n so lven t member banks f o r t h e i r own p r o t e c t i o n i n s t e a d of u t i l i z i n g i t to 

o b t a i n reimbursement f o r the T reasu re r , and (2) 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 Sec t ion 32 of t h e C i r cu l a r a u t h o r i z e s Federa l r e s e r v e banks to 

"cash" Government checks and war ran t s only when p r e s e n t e d by " r e s p o n s i b l e " 

banks and t r u s t companies. 

The s i t u a t i o n i s summarized as fo l lows by Governor Black of the 

Federa l Reserve Bank of A t l a n t a in a l e t t e r addressed to t h e Under sec re t a ry 

of t h e Treasury on February 9, 1931, r e q u e s t i n g a d e f i n i t e s ta tement of the 

p o s i t i o n of t h e Treasury Department: 
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"Our correspondcmHFVith the Treasurer^concern ing 
t h e s e and. o the r checkj^waayment of which he -WB dec l ined 
Because of suspension of the banks in which these were 
depos i t ed by t h e payees , has been very u n s a t i s f a c t o r y . We 
have endeavored to get him to d e f i n e or agree as to our 
p o s i t i o n , when as F i s c a l Agent of the Uni ted S t a t e s we pay 
checks drawn on h im. ¥e have asked whether such payment i s 
f i n a l u n l e s s some i n f i r m i t y e x i s t s in t h e ins t ruments them-
s e l v e s , or t h a t have been f r a u d u l e n t l y i s sued or n e g o t i a t e d , 
or the ba l ance to the c r e d i t of the drawer i s i n s u f f i c i e n t . 
We have f u r t h e r endeavored to get the Treasure r to s t a t e 
whether , except in one of the cases named payment of Treasury 
checks w i l l be p r o t e c t e d by him a t l e a s t to t h e ex ten t t h a t 
no l o s s through such payment would be e n t a i l e d on u s . We have 
been u n s u c c e s s f u l in our e f f o r t s to ge t such committments 
from the T r e a s u r e r , a l though we f e e l t h a t in a l l f a i r n e s s 
such i n q u i r i e s should be s p e c i f i c a l l y answered and such 
committments made, a l l to t h e end t h a t we may wi th c e r t a i n t y 
as to our p o s i t i o n handle h i s account . " 

See a l so the f o l l o w i n g s ta tement con ta ined in a l e t t e r addressed to 

the Treasure r of t h e Uni ted S t a t e s by Mr. M. W. B e l l , Cashier of t h e Fed-

e r a l Reserve Bank of A t l a n t a under da te of March 2, 1931: 

"The p o l i c y which has been fo l lowed by your o f f i c e 
in s eve ra l s i m i l a r cases where you have dec l ined a t the 
r e q u e s t of payees or drawers to pay checks drawn on you, 
because of the suspension of the banks in which they were 
depos i t ed , c r e a t e s s e r i o u s doubt in our mind as to what you 
conceive to be the f u n c t i o n of the Federa l Reserve Banks 
a c t i n g a s F i s c a l Agents of the United S t a t e s in pay ing checks 
drawn on you. Your a c t i o n in such cases c r e a t e s a c o n d i t i o n 
t h a t i s d i f f i c u l t f o r the Federa l Heserve Banks to deal w i th , 
because we do not know when you may, f o r the reasons s t a t e d 
above, d e c l i n e to pay a check f o r a l a r g e amount and l e a v e 
us in a p o s i t i o n where we cannot recover from our endor se r , 
f o r c i n g us to become an o rd ina ry c r e d i t o r f o r an amount of 
money which we, to a l l i n t e n t s and purposes , f i n d t h a t we 
have merely advanced to our endorse r . " 

I unders tand t h a t , as to t h e p a r t i c u l a r checks g iv ing r i s e to t h i s 

correspondence, t h e Federa l Reserve Bank of A t l a n t a has complied w i t h 

t h e T r e a s u r e r ' s r e q u e s t and has c r e d i t e d the Treasurer wi th t h e amount of 

such checks and d e b i t e d the accounts of the i n so lven t member banks from 

which they were r e c e i v e d ; but the Federa l Reserve Bank d e s i r e s the Treasurer 
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to d e f i n e i t s p o s i t i o n on t h i s ques t ion , in order t h a t i t may know how to con-

duct i t s b u s i n e s s in the f u t u r e . 

In my op in ion , the ques t ion whether the Treasury Department has the 

l e g a l r i g h t to i n s i s t on s topping or r e f u s i n g payment on Government checks and 

war ran t s under such c i rcumstances depends l a r g e l y upon the i n t e r p r e t a t i o n of 

c e r t a i n ambiguous p r o v i s i o n s of Sec t ion 32 of t h e Treasury Department c i r c u l a r ; 

and I am of the op in ion t h a t t he p r o v i s i o n s of t h a t s e c t i o n of t h e c i r c u l a r and 

a l s o of Sec t ion 34 should be r e v i s e d so as c l e a r l y and unequivocably to s t a t e 

t h e r i g h t s , d u t i e s and r e s p o n s i b i l i t i e s of the Federa l r e s e r v e banks in "cash-

ing" Government checks and war r an t s . The r e v i s i o n of t h e s e s e c t i o n s , however, 

invo lves s eve ra l o the r problems of g r ea t importance to the Treasury Department 

and to a l l of t h e Federa l r e s e r v e banks, which should a l s o be given most 

c a r e f u l c o n s i d e r a t i o n . 

OTHER QUESTIONS INVOLVED. 

Under t h e ambiguous p r o v i s i o n s of Sec t ion 32, i t i s impossible to 

a s c e r t a i n w i th c e r t a i n t y whether , in "cashing" Government wa r r an t s and checks 

p r e s e n t e d to them by member banks, t he Federa l r e s e r v e banks a c t (1) as f i s c a l 

a g e n t s of t h e Treasury Department or (3) as d e p o s i t a r i e s of t h e Treasury De-

par tment o r (3) as c o l l e c t i n g agen t s f o r the banks from which they r e c e i v e 

such checks. 

I unde r s t and t h a t , in d i f f e r e n t cases in t h e p a s t , t h e Treasury De-

par tment has a c t u a l l y taken t h e p o s i t i o n t h a t the Federa l r e s e r v e banks.occupy 

each of t he se t h r e e i n c o n s i s t e n t p o s i t i o n s . In f a c t , I have good reason to be -

l i e v e t h a t t h i s s e c t i o n of the c i r c u l a r was purpose ly made ambiguous in o rder 

to avoid d e f i n i n g t h e exact l e g a l s t a t u s of the Federa l r e s e r v e banks and the 

l e g a l e f f e c t of t h e i r a c t i o n in "cashing" Government checks and w a r r a n t s . 

(See d i s cus s ion below e n t i t l e d "Correspondence w i th Treasury" , page 1 8 . ) . 
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f h e u n c e r t a i n t y as to what' t he l e g a l r i g h t s , d u t i e s and r e s p o n s i b i l -

i t i e s of the Federa l r e s e r v e banks under t h i s c i r c u l a r a r e and as to what 

p o s i t i o n the Treasury Department w i l l t ake in any s p e c i f i c case c r e a t e s an un-

b u s i n e s s l i k e s i t u a t i o n and one which i s m a n i f e s t l y u n f a i r to the Federa l r e s e r v e 

banks , e s p e c i a l l y in view of the f a c t t h a t they a r e not f r e e to s t i p u l a t e the 

terms and c o n d i t i o n s on which they w i l l per form t h i s s e r v i c e bu t a r e r e q u i r e d 

by law to a c t as d e p o s i t a r i e s or f i s c a l agen t s of the Government when d i r ec t ed 

to do so by the S e c r e t a r y of t h e Treasury. 

In a d d i t i o n to the ques t ion whether t h e Treasure r of the Uni ted 

S t a t e s has a r i g h t to s top payment on Government checks a f t e r t h e y have been 

" cashed" by the Federa l r e s e r v e banks and the amount c r e d i t e d to the accounts 

of o the r banks which have s ince f a i l e d , t h e fo l lowing ques t ions have never 

been d e f i n i t e l y s e t t l e d ; 

1. To what ex ten t a r e Federal r e s e r v e banks l i a b l e when they 

"cash" Government war ran t s and checks bea r ing fo rged s i g n a t u r e s or endorse-

ments, drawn a g a i n s t i n s u f f i c i e n t funds , or o therwise c o n t a i n i n g i n t r i n s i c 

d e f e c t s ? 

2. How long does the l i a b i l i t y of the Federa l r e s e r v e banks con-

t i n u e and how soon must the Treasury Department demand reimbursement in order 

to p r e s e r v e such l i a b i l i t y ? 

3. To what e x t e n t i s a Federa l r e s e r v e bank r e s p o n s i b l e f o r o b t a i n -

ing reimbursement f o r t h e Treasury Department from the banks from which i t 

r e c e i v e s such checks ? 

4. Must t h e Federal r e s e r v e bank absorb the l o s s i f such banks 

have f a i l e d and i t i s imposs ib le to o b t a i n reimbursement ? 

The r e v i s i o n of Sec t ion 34 ( fo rmer ly Sec t ion 37) of the Treasury 

c i r c u l a r e f f e c t i v e September 2 , 1930, made m a t e r i a l p r o g r e s s toward 
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t h e c l a r i f i c a t i o n of some of t he se p o i n t s ; but I do not b e l i e v e t h a t a l l of 

t hese p o i n t s have been s u f f i c i e n t l y c l a r i f i e d to guard a g a i n s t s e r i o u s mis-

unde r s t and ings between the Federa l r e s e r v e banks and the Treasury Department 

and p o s s i b l e f i n a n c i a l l o s s to t h e Federal r e s e r v e banks in t h e event of a l o s s 

on a l a r g e i tem or in the event of a change in the a d m i n i s t r a t i v e p o l i c i e s of 

t h e Treasury Department. Nor i s the r e g u l a t i o n s u f f i c i e n t l y s p e c i f i c to p r o -

t e c t the Federa l r e s e r v e banks a g a i n s t an adverse r u l i n g of the Comptroller 

General of the Uni ted S t a t e s , r e g a r d l e s s of the a d m i n i s t r a t i v e p o l i c i e s of t h e 

Treasury Department or any informal working agreements between t h e Treasury 

and the Federa l r e s e r v e banks. 

I unders t and t h a t the Treasury Department has t r e a t e d the Federa l 

r e s e r v e banks very f a i r l y ' i n t h i s mat te r and t h a t some of them a r e no t d i s -

posed to i n s i s t t h a t t he Treasury d e f i n e i t s p o s i t i o n wi th a b s o l u t e c l a r i t y 

and d e f i n i t e n e s s ; bu t I p e r s o n a l l y b e l i e v e t h a t t he s i t u a t i o n i s one f r a u g h t 

w i th the p o s s i b i l i t y of dangerous consequences to the Federa l r e s e r v e banks 

and to the f r i e n d l y r e l a t i o n s between them and t h e Treasury Department. 

STATUTORY PROVISIONS. 

Sec t ion 15 of the Federa l Reserve Act, as amended by t h e A g r i c u l t u r -

a l Cred i t s Act of March 4, 1923, r e ads , in p a r t , a s fo l lows ; 

"GOVERNMENT DEPOSITS 

"Sec. 15. The moneys he ld in the general fund of the 
Treasury , except the f i v e per centum fund f o r the redemption 
of o u t s t a n d i n g n a t i o n a l - b a n k n o t e s and the funds p rov ided in 
t h i s Act f o r the redemption of Federa l r e s e r v e n o t e s may, 
upon the d i r e c t i o n of the Sec re t a ry of the Treasury , be de-
p o s i t e d in Federa l r e s e r v e banks, which banks, when r e q u i r e d 
by the S e c r e t a r y of the Treasury , s h a l l ac t as f i s c a l agen t s 
of the Uni ted S t a t e s , and the revenues of the Government or 
any p a r t the reof may be depos i t ed in such banks, and d i s b u r s e -
ments may be made by checks drawn a g a i n s t such d e p o s i t s . —————— — — - * * * 
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"The Federa l r e s e r v e banks a r e hereby au tho r i zed to 
a c t as d e p o s i t o r i e s f o r and f i s c a l agen t s of any Nat iona l 
A g r i c u l t u r a l Credi t Corporat ion or Federal In t e rmed ia t e 
Credi t Bank." 

I t w i l l be noted t h a t t he f i r s t paragraph, which has never been 

amended but con t a in s t h e language of the o r i g i n a l Federa l Heserve Act, does 

t h r e e t h ings : 

1. I t a u t h o r i z e s c e r t a i n funds of the Government to be depos i t ed 

in Federa l r e s e r v e banks; 

2. I t a u t h o r i z e s d isbursements of such funds to be made by 

"checks drawn a g a i n s t such d e p o s i t s " ; and 

3. I t p rov ides t h a t , when r e q u i r e d by the S e c r e t a r y of the Treasury, 

Federa l r e s e r v e banks " s h a l l a c t a s f i s c a l agen t s of the Uni ted S t a t e s . " 

The l a s t paragraph of Sect ion 15, which was added by an amendment 

con ta ined in t h e A g r i c u l t u r a l Cred i t s Act of March 4, 1923, i s no t important 

in t h i s connect ion except f o r t h e f a c t t h a t i t again r ecogn izes two d i s t i n c t 

c a p a c i t i e s in which Federa l r e s e r v e banks may be r e q u i r e d to a c t , i . e . , (1) 

a s d e p o s i t o r i e s and (2) as f i s c a l agen ts . 

The f i r s t paragraph c l e a r l y contempla tes t h a t Federa l r e s e r v e banks 

may be r e q u i r e d to a c t e i t h e r (1) as f i s c a l agen t s , which would seem to i n -

volve a pu re agency r e l a t i o n s h i p , or (2) as d e p o s i t o r i e s , which involves the 

r e l a t i o n s h i p of debtor and c r e d i t o r . I t i s c l j j a r , t h e r e f o r e , t h a t t h e 

Treasurer could e i t h e r ( l ) depos i t funds in the Federa l r e s e r v e banks and 

draw checks a g a i n s t them in making d isbursements , or (2) r e q u i r e the 

Federa l r e s e r v e banks , as f i s c a l agen t s , to pay on beha l f of t h e Treasury 

checks , war ran t s and o t h e r o b l i g a t i o n s of the Government out of Govern-

ment funds h e l d by t h e Federa l r e s e r v e banks as " f i s c a l a g e n t s " . 
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The Treasury war ran t s and checks under d i scuss ion h e r e a r e not 

drawn upon the Federa l r e s e r v e banks hut upon the Treasurer of the Uni ted 

S t a t e s . They a r e , however, "cashed" by the Federa l r e s e r v e banks ou t of 

funds of t h e Treasury on depos i t wi th the Federa l r e s e r v e banks; and the 

Treasury Department has e i t h e r r e f u s e d or n e g l e c t e d to i n d i c a t e c l e a r l y in 

i t s r e g u l a t i o n s whether in doing so, t he Federal r e s e r v e banks a r e a c t i n g 

a s d e p o s i t o r i e s or as f i s c a l agen t s . This i s q u i t e important to the Fed-

e r a l r e s e r v e banks a s wel l a s to the Treasury Department, because of the 

important p r a c t i c a l and l e g a l d i s t i n c t i o n s between an agency r e l a t i o n s h i p 

and a debtor and c r e d i t o r r e l a t i o n s h i p . 

The Appropr ia t ion Act of May 29, 1920, which a b o l i s h e d the sub-

t r e a s u r i e s , c o n t a i n s the fo l l owing p r o v i s i o n (U. S. Code, T i t l e 31, Sec-

t i o n 476) s 

"The S e c r e t a r y of t h e Treasury i s hereby a u t h o r i z e d i n 
h i s d i s c r e t i o n , to t r a n s f e r any or a l l of the d u t i e s and 
f u n c t i o n s performed or a u t h o r i z e d to be performed by the 
a s s i s t a n t t r e a s u r e r s above enumerated, or t h e i r o f f i c e s , 
to t h e Treasure r of the Uni ted S t a t e s or the mints or a s say 
o f f i c e s of t h e Uni ted S t a t e s , under such r u l e s and r e g u l a t i o n s 
as he may p r e s c r i b e , or to u t i l i z e any of the Federa l r e s e r v e 
banks a c t i n g as d e p o s i t a r i e s or f i s c a l agents of the Uni ted 
S t a t e s , f o r the purpose of "performing any or a l l of such du-
t i e s and f u n c t i o n s , no tw i th s t and ing t h e l i m i t a t i o n s of s ec -
t i on 15 of the Federa l r e s e r v e Act, as amend-ed, or any o t h e r 
p r o v i s i o n s of law: Provided, That i f any moneys or b u l l i o n , 
c o n s t i t u t i n g p a r t of the t r u s t funds or o the r s p e c i a l funds 
h e r e t o f o r e r e q u i r e d by law to be kept in Treasury o f f i c e s , 
s h a l l be depos i t ed wi th any Federa l r e s e r v e bank, then such 
moneys or b u l l i o n s h a l l by such ^ank be kept s e p a r a t e and 
d i s t i n c t from the a s s e t s , funds , and s e c u r i t i e s of t h e Fed-
e r a l r e s e r v e bank and be h e l d ify the j o i n t cus tody of t h e 
Federa l r e s e r v e agent and ' the Federa l r e s e r v e banks P r o v i d -
ed f u r t h e r , That no th ing in t h i s s e c t i o n s h a l l be cons t rued 
to deny the r i g h t of t h e Sec re t a ry of the Treasury to u s e 
member banks as d e p o s i t a r i e s as h e r e t o f o r e au tho r i zed by 
law. 

"The S e c r e t a r y of t h e Treasury i s hereby a u t h o r i z e d to 
a s s i g n any or a l l the rooms, v a u l t s , equipment, and s a f e s 
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or space in the b u i l d i n g s used by the s u b t r e a s u r i e s to any-
Federal r e s e r v e bank a c t i n g as f i s c a l a^ent of the Uni ted 
S t a t e s . " ' 

Here again i t i s c l e a r t h a t , i f the Federal r e s e r v e banks a re 

u t i l i z e d by the Sec re ta ry of t he Treasury, they must a c t e i t h e r (a) a s 

" d e p o s i t a r i e s " o r (b) as " f i s c a l agents" of the United S t a t e s . The words 

"notwi ths tanding the l i m i t a t i o n s of Section 15 of the Federal Reserve Act" 

c l e a r l y r e f e r to the l i m i t a t i o n s as to the cha rac t e r - of Government funds 

which may be depos i ted in Federal r e se rve banks. 

When the Federal r e s e r v e banks took over c e r t a i n s u b - t r e a s u r y 

f u n c t i o n s , they d id not s t ep in to the shoes of the A s s i s t a n t T reasu re r s , 

whose o f f i c e s were abo l i shed , but undertook the performance of such func-

t i o n s as were con fe r r ed upon them by the Sec re t a ry of the Treasury in h i s 

d i s c r e t i o n e i t h e r as " f i s c a l agents" or as " d e p o s i t a r i e s " . Even i f they 

had stepped in to the shoes of the Ass i s t an t Treasure r s , however, t h e i r r e -

l a t i o n s h i p would seem to be one of agency; because the Ass i s t an t Treasurers 

were merely A s s i s t a n t s to the Treasurer of the United S t a t e s and the 

s u b - t r e a s u r i e s were mere branches of the Treasury Department. 

TEE TREASURY CIRCULAR. 

Sect ion 32 of the Treasury Department Ci rcular No. 176 as 

amended September 2, 1930, (which was formerly Sect ion 35 of Treasury 

Department C i rcu la r No. 176, of May 15, 1922) reads as fo l lows : . 

" I I . PAYMENT OF GOVERNMENT CHECKS AND WARRANTS." 

"32. Federa l Reserve Banks and branches. — Federal 
Reserve Banks and branches w i l l make arrangements to cash 
Government checks and warrants drawn on the Treasurer of 
the United S t a t e s f o r d i sbu r s ing o f f i c e r s of the War De-
partment and Navy Department, and o ther Government o f f i c e r s , 
provided t h a t s a t i s f a c t o r y i d e n t i f i c a t i o n of the o f f i c e r s 
s h a l l be f u r n i s h e d . The Treasurer w i l l upon spec i a l r e -
quest advise Federal Reserve Banks and branches as to 
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whether the ba lances to t h e c r e d i t of d i s b u r s i n g o f f i c e r s a r e 
s u f f i c i e n t f o r pajrment of the checks p re sen t ed . Each Federa l 
Reserve Bank and branch w i l l cash Government checks and war-
r a n t s drawn on the Treasure r of the United S t a t e s when they 
a r e p r e s e n t e d and p r o p e r l y indorsed by r e s p o n s i b l e i n c o r p o r a t e d 
banks and t r u s t companies who guarantee a l l p r i o r indorsements , 
the reon , i nc lud ing the indorsement of t h e drawer when the check 
i s drawn in h i s f a v o r . Checks and war ran t s cashed by Federa l 
Reserve Banks and branches s h a l l be charged to the account of 
t h e Treasure r of t h e Uni ted S t a t e s , s u b j e c t to examination and 
payment by t h e Treasu re r . Federa l Reserve Banks and branches 
w i l l no t be expected to cash Government checks and wa r r an t s 
p r e s e n t e d d i r e c t to the bank by the genera l p u b l i c . " 

I t w i l l be no ted t h a t , a l though t h i s i s cap t ioned "Payment of 

Government Checks and Warrants" , t he t e x t of t h e s e c t i o n i t s e l f ve ry c a r e -

f u l l y avoids the u s e of the word "payment" as app l i ed to the a c t i o n taken by 

t h e Federal Reserve Banks; b u t , in l i e u t h e r e o f , u ses the word "cash" , which 

i s an ambiguous word having no w e l l - d e f i n e d l e g a l meaning. I t w i l l a l so 

be. no ted t h a t t he s e c t i o n very c a r e f u l l y avoids any i n d i c a t i o n a s to 

whether the Federa l Reserve Banks a c t as d e p o s i t a r i e s of the Uni ted S t a t e s 

o r as f i s c a l agen t s of the Uni ted S t a t e s . 

At a confe rence h e l d in Washington on January 24, 1927, the 

S tanding Committee on C o l l e c t i o n s , appoin ted by the Conference of Governors 

of a l l Federa l r e s e r v e banks, suggested to the o f f i c i a l s of the Treasury 

Department t h a t t h i s s e c t i o n should be amended as fo l l ows , the c a n c e l l e d 

words being s t r i c k e n out and the words in c a p i t a l l e t t e r s b e i n g i n s e r t e d : 

"Federa l Reserve Banks and branches , AS FISCAL AGENTS 
OF THE UNITED STATES, w i l l make arrangements to cash Govern-
ment war ran t s and checks drawn on the Treasurer of the Uni ted 
S t a t e s f o r d i s b u r s i n g o f f i c e r s of the War Department and 
Navy Department, and o the r Government o f f i c e r s , p rov ided 
t h a t s a t i s f a c t o r y i d e n t i f i c a t i o n of the o f f i c e r s s h a l l be 
f u r n i s h e d . The Treasure r w i l l upon s p e c i a l r eques t adv i s e 
Federa l Reserve Banks and branches as to whether t h e b a l -
ances to the c r e d i t of d i s b u r s i n g o f f i c e r s a r e s u f f i c i e n t 
f o r payment of the checks p r e s e n t e d . Each Federa l Reserve 
Bank and branch , w i l l - e a s h AS FISCAL AGEtTTS OF THE TOOTED 

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



14 -

509 
X-686? 

STATES* WlLl PAY COIJDITIOI'TALLY Government warrants and 
checks drawn on the Treasurer of the United S t a t e s when 
they a r e p re sen ted and p rope r ly indorsed THROUGH CLEARING 
HOUSES OR by Feapeeei'tele-iaeeFBepa^ed M3MBER banks and 
t r u s t companies OF THE FEDERAL RESERVE SYSTBI who guarantee 
a l l p r i o r indorsements thereon, inc luding the indorsement 
of the drawer when the check i s drawn in h i s f avo r . War-
r a n t s and checks cashed by Federal Reserve Banks and branch-
es s h a l l be charged to the account of the Treasurer of the 
United S t a t e s , sub jec t to examination and FINAL payment, by 
the Treasu re r . Federal Reserve Banks and branches w i l l not 
be expected to cash Government warrants and checks p r e s e n t -
ed d i r e c t to the bank by the general p u b l i c . " 

The c i r c u l a r was not r ev i s ed a t t h a t t ime, and the same sugges-

t i o n was again submit ted to the o f f i c i a l s of the Treasury Department a t 

the Conference of Counsel f o r a l l Federal r e s e rve banks (.attended a lso by 

the Chairman and severa l members of the Standing Committee on Co l l ec t i ons ) , 

which was h e l d in Washington on June 10, 1930. The o f f i c i a l s of the 

Treasury Department, however, could not see t h e i r way c l ea r to adopt these 

sugges t ions ; and, when the c i r c u l a r was r e v i s e d on September 2, 1930, the 

only change made in this , s ec t ion was to r eve r se the order of the words 

"checks and warrants" wherever they appeared. 

The ques t ions whether, in 11 cashing" Government checks and war-

r a n t s , Federal r e s e r v e banks a c t as d e p o s i t o r i e s or as f i s c a l agents of 

the Treasury Department, what i s the l e g a l e f f e c t of "cashing" such a check 

o r warrant , and whether Federal r e s e rve banks a r e au thor ized to cash them 

when p resen ted through c l e a r i n g houses, were l e f t undetermined; and t he 

reques t f r e q u e n t l y made by the Federal r e s e rve banks t ha t they be r equ i r ed 

to cash them only when p re sen ted by member banks or by Government d i sbu r s -

ing o f f i c e r s , was not complied wi th . 

In view of the p rov i s ion t h a t "checks and warrants cashed by 

Federal r e s e r v e banks s h a l l be charged to the account of the Treasurer 
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of t h e Uni ted S t a t e s , s u b j e c t to examination and payment by the T rea su re r " , 

i t would seem t h a t Federa l r e s e r v e banks a r e not a c t i n g as d e p o s i t a r i e s ; 

s i n c e o therwise the a c t i o n of "cashing1 ' such checks and* war ran t s would be 

f i n a l payment. Moreover, the f a c t a t h a t such checks and w a r r a n t s a r e no t 

drawn on the Federa l r e s e r v e banks bu t a r e drawn oh t h e t r e a s u r e r of the 

Uni ted S t a t e s i n d i c a t e s t h a t t h e Federal r e s e r v e banks do no t a c t a s de-

p o s i t a r i e s bu t as f i s c a l agen t s . They a r e not f a m i l i a r with t h e s i g n a t u r e s 

of d i s b u r s i n g agen t s and have no in format ion in t h e i r r e c o r d s showing the 

ba lances to t h e i r c r e d i t ; and, t h e r e f o r e , could not p r o p e r l y and j u s t l y 

be he ld to t h e same r e s p o n s i b i l i t y a s banks pay ing checks drawn on them 

by t h e i r own d e p o s i t o r s . 

Sec t ion 34, however, r e a d s , in p a r t , a s f o l l ows : 

"34. Payment by T r e a s u r e r . " The Treasure r of t h e 
Uni ted S t a t e s r e s e r v e s the usua l r i g h t of the drawee to 
examine, whdn r e c e i v e d , a l l Government checks and war ran t s 
cashed by Federa l Reserve Banks and branches and member 
bank d e p o s i t a r i e s , and to r e f u s e payment thereon . The 
Treasure r w i l l handle a l l such items r ece ived by him on 
the f o l l o w i n g b a s i s ; 

" (1 ) Immediate r e t u r n w i l l be made of any check 
or wa r r an t , payment of which i s r e f u s e d on account of 
f o r g e d s i g n a t u r e of drawer, i n s u f f i c i e n t funds , s toppage 
of payment, o r any m a t e r i a l d e f e c t d i scovered upon f i r s t 
examinat ion, in a l l of which ca ses the t r a n s i t account of 
the r e m i t t i n g bank w i l l be charged wi th t h e amount of the 
r e t u r n e d check or warrant and the r e m i t t i n g bank w i l l be 
expected to g ive immediate c r e d i t t h e r e f o r in the T r e a s u r e r ' s 
account ; bu t i f the o r i g i n a l check or warrant i s r e q u i r e d 
f o r use in connect ion wi th a c r imina l i n v e s t i g a t i o n o r 
l e g a l p roceed ing , the o r i g i n a l w i l l be r e t a i n e d f o r t h a t 
purpose and a photographic copy of the f a c e and back w i l l 
be forwarded to t h e r e m i t t i n g bank in l i e u of t h e o r i g i n a l . 

" ( 2 ) In the event t h a t any check or warrant which 
has been p a i d by the Treasure r i s subsequent ly found to 
bear a f o r g e d indorsement , or to bea r any o the r m a t e r i a l 
a l t e r a t i o n or d e f e c t which was not d i scovered upon f i r s t 
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"examinat ion , a photographic copy of the check or war ran t 
Will "be forwarded to the r e m i t t i n g "bank and i t s t r a n s i t 
account w i l l be charged wi th the amount "by the T r e a s u r e r . 
The r e m i t t i n g bank, i f a member bank d e p o s i t a r y , w i l l be 
expected to g ive immediate c r e d i t t h e r e f o r in the T r e a s u r e r ' s 
account ; i f a Federa l Reserve Bank or branch, i t w i l l be 
expected to demand r e s t i t u t i o n a t once from i t s p r i o r i n -
do r se r or i n d o r s e r s , to main ta in a c lo se fo l low-up on i t s 
demand, and to g ive c r e d i t in the T r e a s u r e r ' s account when 
reimbursement has been made. In the case of checks p a i d 
more than a year b e f o r e rec lamat ion i s r eques t ed of the 
p r e s e n t i n g bank, the Treasu re r may, in h i s d i s c r e t i o n , 
t r e a t t h e i tem as a c o l l e c t i o n i n s t e a d of charging the 
p r e s e n t i n g b a n k ' s account , wi th the unders tand ing t h a t 
no r i g h t s of the Government as to u l t i m a t e recovery a r e 
waived the reby . 

" (3 ) In cases of checks or war ran t s r a i s e d or 
b e a r i n g a f o r g e d s i g n a t u r e of the drawer, not d i scovered 
upon f i r s t examination by the T reasu re r , and in o the r 
cases where the T r e a s u r e r ' s r i g h t to r ec l a im i s in ques-
t i o n , t he checks or war ran t s w i l l be forwarded to the 
r e m i t t i n g bank as c o l l e c t i o n items and taken up by the 
Treasure r when c r e d i t e d , wi th no i n t e rmed ia t e charge i n 
the account of the r e m i t t i n g bank. A photographic ropy 
may be r e t u r n e d in l i e u of the o r i g i n a l i f t h e l a t t e r 
i s r e q u i r e d f o r u s e in connect ion wi th a c r imina l i n v e s t -
i g a t i o n o r l e g a l p roceed ing . 

" I n any case a r i s i n g under t h i s s e c t i o n in which 
a Federa l Reserve Bank or branch i s unable to secure 
r e s t i t u t i o n w i th in a r ea sonab le l e n g t h of t ime, the f a c t s 
should be r e p o r t e d to the Treasure r of the Uni ted S t a t e s 
in o rder t h a t a p p r o p r i a t e a c t i o n may be taken by him." 

In view of the f a c t t h a t Subparagraph Ho. 1 c o n t a i n s no except ion 

as to cases in which Federa l r e s e r v e banks "cash" Government war ran t s and 

checks b e a r i n g f o r g e d s i g n a t u r e s , drawn a g a i n s t i n s u f f i c i e n t f u n d s , e t c . , 

wi thout any neg l i gence on t h e i r p a r t (even though the banks f o r which they 

cashed them have become in so lven t and i t i s impossible f o r t h e Federa l r e -

se rve banks to o b t a i n re imbursement) , t h i s paragraph would seem to be p r e -

d i c a t e d upon the t heo ry t h a t t h e Federal r e s e r v e banks a r e a c t i n g a s de-

p o s i t a r i e s , who a r e charged wi th knowledge of t h e s i g n a t u r e s of pe r sons 

a u t h o r i z e d to draw checks upon them and wi th knowledge a s to the s u f f i c i e n c y 
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of the ba lances a g a i p s t which such checks a r e drawn, r a t h e r than as agents 

having no such information- and not being responsibly, f o r payments made 

pursuant to the i n s t r u c t i o n s of t h e i r p r i n c i p l e s without any neg l igence 

on t h e i r own p a r t . 

Where i t i s p o s s i b l e f o r the Federal r e se rve banks to ob ta in r e -

imbursement from t h e i r endorse rs , i t would not be i n c o n s i s t e n t wi th the agency 

r e l a t i o n s h i p f o r them to at tempt to do so as agents of the Treasure r of the 

United S t a t e s ; but i t does seem i n c o n s i s t e n t wi th t he agency r e l a t i o n s h i p 

f o r the Treasurer of the United S t a t e s to look to the Federal r e s e r v e banks 

f o r reimbursement in t h e i r own r i g h t , in the absence of negl igence on t h e i r 

p a r t . 

INFORMAL ASSURANCES OF TREASURY OFFICIALS. 

During informal conversa t ions , o f f i c i a l s of the Treasury Department 

recognize t h a t i t i s not proper to expect the Federal r e s e r v e banks to absorb 

any l o s s e s which might be sus ta ined on such items; and they i n s i s t t ha t i t i s 

t h e i r i n t e n t i o n to ob ta in reimbursement from o the r sources and to p r o t e c t the 

Federal r e s e r v e banks "wherever p o s s i b l e " , no twi ths tanding the p r o v i s i o n s of 

sub-paragraph Ho. 1 of Section 34 of the Treasury C i rcu la r . In t h i s connection, 

they c a l l a t t e n t i o n to the fo l lowing p rov i s ion of Section 34; 

" In any case a r i s i n g under t h i s sec t ion in which 
a Federal Reserve Bank or branch i s unable to secure 
r e s t i t u t i o n wi th in a reasonable l eng th of time, the f a c t s 
should be r epo r t ed to the Treasurer of the United S t a t e s • 
in order t h a t app rop r i a t e a c t i o n may be taken by him." 

They admit t h a t t h i s does not give the Federal r e s e r v e bank any 

d e f i n i t e assurance of p r o t e c t i o n aga ins t l o s s e s , but s t a t e t h a t they a r e 

unable to g ive any more d e f i n i t e assurance because of t h e l a c k of any fund 

or app rop r i a t i on to which the Treasury can charge such l o s s e s . 
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tThen asked how they in tend to p r o t e c t the Federa l r e s e r v e banks in 

t h e absence of any such fund or a p p r o p r i a t i o n , they answer t h a t they propose, 

t f i r s t , to make every e f f o r t to Obtain reimbursement from o t h e r sources , such 

as banks or d i s b u r s i n g o f f i c e r s , and t h a t , i f they a r e unable to do so, they 

w i l l ask Congress to pa s s a b i l l r e l i e v i n g t h e Federal re^gpve bank. 

They say t h a t b i l l s to r e l i e v e t h e Treasure r of the Uni ted S t a t e s 

from l o s s e s s u s t a i n e d without neg l igence or misconduct on h i s p a r t a r e i n -

t roduced a t every s e s s ion of Congress and pass wi thout any d i f f i c u l t y . This 

be ing the c a s e , i t would seem t h a t i t would be b e t t e r to have such l o s s e s 

charged a g a i n s t t h e Treasure r and covered by b i l l s f o r h i s r e l i e f than to 

have them charged a g a i n s t Federal r e s e r v e banks and covered by b i l l s f o r 

t h e i r r e l i e f , e s p e c i a l l y s ince b i l l s of the l a t t e r c l a s s might no t be so 

e a s i l y passed i f t h e Federa l r e s e r v e banks should happen to be unpopular 

a t t he time they a r e in t roduced . 

I am w e l l - a c q u a i n t e d wi th , and have the h i g h e s t r e g a r d f o r , the 

Treasury o f f i c i a l s wi th whom I have d i scussed t h i s s u b j e c t , and I have not 

t h e s l i g h t e s t doubt of t h e i r good f a i t h in t h i s ma t t e r ; but such informal 

a s su rances from Government o f f i c e r s , in apparent c o n f l i c t wi th the s p e c i f i c 

p r o v i s i o n s of an o f f i c i a l c i r c u l a r fo rma l ly promulgated pursuan t to law 

and i t s e l f having the f o r c e and e f f e c t of law (United S t a t e s v. Sachs, 

257 U. S. 37; Uni ted S t a t e s v. Janowi tz , 257 U. S. 48) a r e s l ende r r e e d s 

to l e a n upon i f t h e Federa l r e s e r v e banks should ever f i n d i t n e c e s s a r y 

to look to t h e c o u r t s or to the Comptroller General of the Uni ted S t a t e s 

f o r a dec i s ion as to t h e i r l i a b i l i t y . To r e l y upon such informal a s su rances 

i s a t l e a s t u n b u s i n e s s l i k e , hazardous , and not in accordance wi th t h e b e s t 

methods of d e a l i n g wi th Government o f f i c e r s and depar tments . 
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CORRZSPONDmCB WITH TREASURY. 

Moreover, in i t s correspondence on t h i s s u b j e c t , the Treasury De-

partment has c a r e f u l l y avoided any d e f i n i t e admission t h a t in "cashing" 

Government checks and warrants the Federal r e s e rve banks ac t a s f i s c a l agents 

of the Government. Two or t h r e e i l l u s t r a t i o n s w i l l serve to i n d i c a t e the 

T rea su ry ' s a t t i t u d e on t h i s p o i n t . 

In order to p r o t e c t i t s e l f aga ins t l o s s as a r e s u l t of demand f o r 

reimbursement on checks c o l l e c t e d by i t through the Federal Reserve Bank of 

Hew York which were p a i d by the Treasury but subsequently d iscovered to conta in 

i n t r i n s i c d e f e c t s , the Nat ional City Bank of New York adopted the p r a c t i c e of 

p l a c i n g the fo l lowing statement on the form used by i t in adv i s ing i t s co r r e s -

pondents of c r e d i t given f o r Government checks and warran ts : 

"All ins t ruments aga ins t the Government of the United S t a t e s a r e 
c r e d i t e d sub j ec t to f i n a l payment by the Treasury Department. Therefore , 
any item which subsequent ly may be r e tu rned unpaid to us by the Depart-
ment w i l l be charged back aga ins t your account ." 

This c r e d i t advice r e s u l t e d in many d i f f i c u l t i e s wi th f o r e i g n banks 

and was the cause of some embarrassment to the Government of the United S t a t e s . 

The Treasury Department reques ted the Nat ional City Bank of New York to d i s -

cont inue t h e use of such form of c r e d i t advice. The National- Ci ty Bank i n s i s t -

ed t h a t the Treasury c l a r i f y i t s c i r c u l a r and de f ine p r e c i s e l y the p o s i t i o n 

of the Federal Reserve Bank of New York, and a long correspondence ensued 

running a t l e a s t from October 3, 1921 to August 7 , 1922, ( see enc losures 

to l e t t e r addressed by Vice Governor P i a t t to the Governors of a l l Federal r e -

serve banks under da te of August 16, 1922, X-3504, a copy of which i s a t t a c h e d ) . 

Although the Nat ional City Bank was most i n s i s t e n t t h a t the 

Treasury Department s t a t e i t s p o s i t i o n s p e c i f i c a l l y , i t was unable to ob-

t a i n any more d e f i n i t e s tatement regard ing the p o s i t i o n of the Federal 
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Reserve BaJik than t h e fo l lowing ( L e t t e r , Sec re t a ry Mellon to C. E. M i t c h e l l , 

P r e s i d e n t , Na t iona l City Bank of Hew York, J u l y , 2 9 , 1922, X-3504a ) : 

"The Federa l Reserve Banks do not pay Government 
war ran t s and checks, but cash them under Treasury r e g u l a -
t i o n s . The Treasurer of t h e Uni ted S t a t e s , a s t h e drawee 
of Government war ran t s and checks, makes payment t h e r e o f , 
and the Government, r a t h e r than the Federa l Reserve Bank, 
i s the r e a l p a r t y a t i n t e r e s t when the ques t ion a r i s e s of 
r ecovery on war ran t s and checks p a i d on fo rged endorsements. 
* * * ** j n t he event t h a t recovery could not be made i n 
t h i s manner i t would, of course , be necessa ry to b r i n g 
s u i t , and in o r d i n a r y course s u i t would "be brought by t h e 
Uni ted S t a t e s , r a t h e r t han by the Federa l Reserve Bank, 
s i n c e the Federa l Reserve Banks ac t in such m a t t e r s f o r 
account of t h e Uni ted S t a t e s and the Uni ted S t a t e s i s t he 
r e a l p a r t y a t i n t e r e s t . " 

Under d a t e of August 18, 1922, Honorable R. A. Young, then Governor 

of the Federa l Reserve Bank of Minneapolis , submit ted to t h e Board a p ro -

posed r e v i s e d d r a f t of a new check c o l l e c t i o n c i r c u l a r of the Federa l Re-

serve Bank of Minneapol is , which conta ined the fo l l owing s t a t ement : 

"This bank be ing a F i s c a l Agent of t h e Government, 
i t w i l l r e c e i v e f o r immediate c r e d i t a t p a r , s u b j e c t to 
the c o n d i t i o n s of t h i s c i r c u l a r , and s u b j e c t to f i n a l 
payment a t t h e o f f i c e of t h e Treasurer of the Uni ted S t a t e s , 
checks and war ran t s drawn a g a i n s t t he T reasu re r . When send-
ing such checks f o r d e p o s i t , they should bear t h e r e g u l a r 
i n d o r s i n g stamp of the d e p o s i t i n g member bank." 

The Board submit ted t h i s to t h e Treasury Department and Mr. 

S. P . G i l b e r t , J r . , then Undersec re ta ry of t h e Treasury , r e p l i e d on 

August 25, 1922, a s fo l lows ; 

it * * * * i see no o b j e c t i o n to t h e second 
paragraph on page 1 of t h e c i r c u l a r , which appears 
to be the only paragraph cover ing t h e payment of 
checks and war ran t s drawn on the Treasure r of t h e 
Uni ted S t a t e s , except t h a t I t h i n k t h a t t h e r e f e r e n c e 
to the bank as f i s c a l agent of t h e Government in t h i s 
paragraph i s unnecessary and apt to mis l ead . " 

A f t e r correspondence l a s t i n g from January 6 th to June 2 1 s t , 1922, 
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dur ing which numerous l e t t e r s were exchanged between, the Federa l Reserve 

Bank of Richmond, the Federal Reserve Board and the Treasury Department in 

an e f f o r t to reach an agreement as to the f u n c t i o n s and l i a b i l i t i e s of the 

Federa l r e s e r v e banks wi th r e s p e c t to Government checks and wa r r an t s which 

were "cashed" by the Federal r e s e r v e banks and l a t e r found to bear fo rged 

indorsements , Mr. S. Parker G i l b e r t , then Undersec re ta ry of Treasury , 

t e rmina ted the correspondence by the fo l lowing s ta tement in h i s l e t t e r of 

June 21, 1922: 

"The Treasury does no t look to the Federa l Reserve 
Banks as i n d o r s e r s or gua ran to r s of war ran t s or checks 
drawn on t h e Treasurer which may be cashed by the 
Federal Heserve Banks. The d u t i e s and f u n c t i o n s of 
the Federa l Reserve Banks, a s d e p o s i t a r i e s and f i s c a l 
agen t s of the Uni ted S t a t e s , in r e s p e c t to the payment 
of Government war ran t s and checks a r e se t f o r t h in 
paragraphs 35-38 of Treasury Department C i rcu la r JTo. 
176, a s amended and supplemented May 15, 1922, and 
the Treasury has no i n t e n t i o n of ho ld ing the Federa l 
Reserve Banks to any l i a b i l i t y in t h i s connect ion 
beyond the d i scha rge of t h e i r d u t i e s and r e s p o n s i b i l -
i t i e s under t h e terms of the c i r c u l a r . 1 1 

While he d e f i n i t e l y s t a t e d t h a t the Treasury does not look to the 

Federa l r e s e r v e banks as i n d o r s e r s or guaran to rs of such war ran t s or checks, 

i t w i l l be no ted t h a t he c a r e f u l l y r e f r a i n e d from saying whether the Federal 

r e s e r v e banks were a c t i n g as d e p o s i t a r i e s or as f i s c a l a g e n t s , bu t avoided 

any commitment on t h i s p o i n t by r e f e r r i n g to the Federa l r e s e r v e banks as 

" d e p o s i t a r i e s and f i s c a l a g e n t s " . Moreover, the s ta tement t h a t , "The 

Treasury has no i n t e n t i o n of ho ld ing the Federa l r e s e r v e bank to any l i a b i l i t y 

beyond t h e d i s cha rge of t h e i r d u t i e s and r e s p o n s i b i l i t i e s under t h e c i r c u l a r " 

l e aves open the ques t ion what a r e the d u t i e s and r e s p o n s i b i l i t i e s of t h e 

Federa l r e s e r v e banks under t h e c i r c u l a r . 
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As p o i n t e d out in my opinion of February 3, 1925, on the 

l i a b i l i t y of Federa l r e s e r v e banks f o r paying c o u n t e r f e i t ^ax Savings 

Stamps as f i s c a l a g e n t s , the terms " d e p o s i t a r i e s " and " f i s c a l agents '! 

a r e not synonymous bu t have very d i f f e r e n t meanings. ( S t a t e v. Dubuclet , 

27 La. Ann. Beo. 29) 

As p o i n t e d out above, in r e v i s i n g i t s c i r c u l a r Fo. 176 a s 

l a t e as September 2 , 1930, the Treasury Department again r e j e c t e d a 

s p e c i f i c sugges t ion made on the p a r t of the Federal, r e s e r v e banks t h a t 

Sec t ion 32 of the c i r c u l a r should s p e c i f i c a l l y s t a t e t h a t , in cashing 

Government checks and war r an t s , t he Federal r e s e r v e banks a c t a s f i s c a l 

agen t s ; and the c i r c u l a r rdmains s i l e n t on the ques t ion whether the Fed-

e r a l r e s e r v e banks a c t as d e p o s i t a r i e s or as f i s c a l agen t s . 

The a t t i t u d e of the Treasury Department i s well i l l u s t r a t e d 

by the fo l lowing s ta tement conta ined in a r e p o r t submit ted to the Conference 

of Governors on Apr i l 25, 1928, by Governor Ta l l ey of the Federa l Reserve 

Bank of Da l l a s , immediately a f t e r he had con fe r r ed w i th c e r t a i n o f f i c i a l s 

of the Treasury Department on t h i s s u b j e c t ; 

"Everyone i s aware t h a t no department of the 
Government w i l l e i t h e r assume or d e f i n e t h e l i a b i l i t y 
of t h e Government in any h y p o t h e t i c a l or p robab le case 
and w i l l t h e r e f o r e not under take to b ind the o f f i c i a l s 
of any department in t h a t connect ion, such l i a b i l i t y b e i n g 
l e f t to congress iona l de te rmina t ion and r e l i e f when the 
ques t ion of such l i a b i l i t y a r i s e s . " 

This makes i t a l l t he more important f o r the exact s t a t u s and 

d u t i e s of t h e Federa l r e s e r v e banks to be s t a t e d c l e a r l y and d e f i n i t e l y in 

the r e g u l a t i o n under which they a r e r equ i r ed to a c t . By c l e a r l y d e f i n i n g 

t h e i r s t a t u s and s t a t i n g t h e i r d u t i e s in advance, the chances of misunder-

s t and ings , d i s p u t e s and p o s s i b l e l i t i g a t i o n can be g r e a t l y reduced. 
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C £ t PILARS OF FEDERAL R3SHRVE BAFKS. 

Under the p r o v i s i o n s of Section V of the Board ' s Regula t ion J , 

which governs the terms and cond i t ions under which the Federal r e s e rve 

banks under take to c l e a r and c o l l e c t checks f o r t h e i r member banks, i t 

i s s p e c i f i c a l l y provided t h a t , 11A Federal r e s e r v e bank w i l l a c t only as 

agent of the bank from which i t r e ce ives such checks and w i l l assume no 

l i a b i l i t y except f o r i t s own negl igence and i t s guaranty of p r i o r endorse-

ments" ; and t h a t , "The amount of any check f o r which payment in a c t u a l l y 

and f i n a l l y c o l l e c t e d funds i s not rece ived s h a l l be charged back to the 

forwarding bank, r e g a r d l e s s of whether or not the check i t s e l f can be 

r e tu rned . " 4 

The check c o l l e c t i o n c i r c u l a r s of a l l Federal r e s e r v e banks, 

of course , quote t h i s s ec t ion of Regulation J . All of them a l s o quote 

the p r o v i s i o n s of Sec t ion 34 of Treasury Department Circular JTo. 176 and 

con ta in the fo l lowing s p e c i a l p rov i s ion r ega rd ing Government checks and 

warran ts : 

"The p rov i s i ons of Regulat ion J and of t h i s c i r -
c u l a r and of our time schedules s h a l l be deemed a p p l i c a b l e 
to the handl ing of and c r e d i t and a v a i l a b i l i t y f o r United 
S t a t e s Government checks and warrants in so f a r as such p r o -
v i s i o n s r e l a t e to checks gene ra l ly or to Government checks 
and warrants in p a r t i c u l a r . Credit f o r Government checks and 
war ran ts w i l l in a l l cases be sub jec t to payment by the 
Treasurer of the United S t a t e s and they w i l l be handled i n 
accordance wi th , and sub jec t t o , the p rov i s i ons of Treasury 
Department c i r c u l a r ITo. 175, in e f f e c t a t the time such items 
a r e r ece ived by the Federal Reserve B a n k . " 

Because of t h e s e p r o v i s i o n s in t h e i r c i r c u l a r s , i t i s some-

times contended on behal f of the Treasury Department t h a t the c r e d i t given 

by Federal r e s e r v e banks to t h e i r member banks i s only p r o v i s i o n a l ; t h a t 

the Federal r e s e r v e banks never acqu i re the r i g h t s of bona f i d e ho lde r s 

f o r value of such Government checks and warrants ; and t ha t the Federal 
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r e s e r v e banks have no r i g h t to u t i l i z e t h e r e s e r v e ba lances of t h e banks to 

which such checks have been c r e d i t e d f o r t h e i r own p r o t e c t i o n i n s t e a d of f o r 

the purpose of o b t a i n i n g reimbursement f o r t h e Treasurer or f o r the payees of 

Government checks and war ran t s upon which i t i s sought to s top payment because 

t h e banks in which they were depos i t ed have become i n s o l v e n t . I t i s p e r f e c t l y 

c l e a r , however, t h a t the p r o v i s i o n t h a t such checks a r e c r e d i t e d " s u b j e c t to 

f i n a l payment" and t h e r e s e r v a t i o n of the r i g h t to charge them back to the memr-

b e r bank i f payment i s not r ece ived by the Federa l r e s e r v e bank in a c t u a l l y 

f i n a l l y c o l l e c t e d funds does not p reven t the Federal r e s e r v e banks from a c q u i r -

ing t i t l e to such checks in t h e i r own r i g h t when they have c o l l e c t e d such 

checks and c r e d i t s the proceeds to the banks from which they were r e c e i v e d . 

C i ty of Douglas v. Federa l Reserve Bank of D a l l a s , 271 U. S. 489. 

Because t h e Federa l r e s e r v e banks o r i g i n a l l y r e c e i v e Treasury checks 

and war ran t s f o r c o l l e c t i o n as agen t s of t h e i r member banks and nonmember c l e a r -

ing banks, i t i s sometimes contended t h a t in "cashing" them they a r e a c t i n g as 

agen t s of such banks and not a s d e p o s i t a r i e s or f i s c a l a g e n t s of the Treasury 

Department; and, where such checks bea r fo rged s i g n a t u r e s or have been drawn 

a g a i n s t i n s u f f i c i e n t f u n d s , i t might be contended on the p a r t of the Treasury 

Department t h a t t he Federa l r e s e r v e banks a r e l i a b l e on t h e i r endorsements or 

f o r money had and r e c e i v e d wi thou t V a l u a b l e c o n s i d e r a t i o n . I f they a c t as 

agen t s of the member banks, however, i t would seem t h a t t h e Government ought 

to look to t h e i r p r i n c i p a l s f o r reimbursement. 

In in formal d i s c u s s i o n s which I have had wi th r e p r e s e n t a t i v e s of 

the Treasury Department, an a t tempt has been made to d i s t i n g u i s h between the 

l e g a l e f f e c t of "cash ing" Government checks and war ran t s under Treasury c i r -

c u l a r Ho. 176, (1) when Federal r e s e r v e banks a c t u a l l y pay out cash to d i s -

b u r s i n g agen t s or banks , and (2) when they merely d e b i t t he T r e a s u r e r ' s account 
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tod c r e d i t the adcount of the banks from which such checks were r e c e i v e d . 

I "believe, however, t h a t no such d i s t i n c t i o n can p r o p e r l y be made and t h a t 

t he l e g a l e f f e c t of t h e l a t t e r t r a n s a c t i o n i s t he same a s i f t h e Federa l r e -

se rve banks, a c t i n g as agen t s f o r t h e i r member banks, p r e s e n t e d t h e checks 

to themselves in t h e i r c a p a c i t y as agents of the United S t a t e s ; r e c e i v e d the 

cash from the Uni ted S t a t e s ; and depos i t ed the same to t h e r e s e r v e accounts 

of t h e i r member banks . 

I n c i d e n t a l l y , t h e r e i s cons ide rab l e a u t h o r i t y f o r t h e p o s i t i o n that 

when the proceeds of the checks have been r ece ived by a c o l l e c t i n g agent and 

c r e d i t e d to the account of t h e banks from which the checks a r e r e c e i v e d , the 

agency r e l a t i o n s h i p ceases and the r e l a t i o n of debtor a#d c r e d i t o r i s s u b s t i -

t u t e d . 

CONFLICT IMS VIEWS OF THE FEDERAL RESERVE BAMS. 

During t h e conference of Governors of a l l Federa l r e s e r v e banks 

h e l d in Washington Apr i l 10, 1920, the sub jec t of cashing Government war ran ts 

and checks f o r d i s b u r s i n g o f f i c e r s was d i scussed with the idea of developing 

more b u s i n e s s l i k e r e l a t i o n s h i p s between the Treasury Department and the Fed-

e r a l r e s e r v e banks. A f t e r cons ide r ab l e d i s cus s ion the Chairman, Governor Mc 

Dougal of the Federal" Reserve Bank of Chicago, made the f o l l o w i n g s ta tement 

(Stenographic T r a n s c r i p t of Proceed ings , pages 498 to 500): 

ii* * conc lus ion i s i f we do indulge in the cashing 
of t he se checks t h a t the p l a n should be as fo l lows : 

"As a ma t t e r of o r d i n a r y bus iness prudence i t seems 
to me not on ly d e s i r a b l e but necessa ry t h a t the Federa l 
r e s e r v e banks and branches , b e f o r e under tak ing to cash 
Government war ran t s and checks, should f e q u i r e : 

I 
"1. F u l l a u t h o r i t y cover ing s i g n a t o r i a l powers of 

each and every d i s b u r s i n g o f f i c e r . 

"2 . P r o p e r l y a u t h e n t i c a t e d specimen s i g n a t u r e s . 
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"Al l a u t h o r i t i e s and s i g n a t u r e s to "be cons idered 
in f u l l f o r c e and e f f e c t u n t i l r evoca t i on in w r i t -
ing i s r e c e i v e d and acknowledged by the Federa l 
r e s e r v e banks and branches . 

"3 . A d e f i n i t e unders tand ing t h a t no r e s p o n s i b i l i t y w i l l 
be assumed f o r s top payments u n l e s s p roper n o t i f i c a -
t i o n has been r e c e i v e d by Federal r e s e r v e banks and 
b ranches in time to p reven t payment. 

"4 . P r o t e c t i o n a g a i n s t o v e r d r a f t s . 
Complete freedom from r e s t r i c t i o n or r e s p o n s i b i l i t y 
a s to t h e amount of checks cashed. 

"5 . That whatever o p e r a t i n g arrangement f o r cashing 
Government checks and war ran t s i s agreed t o , i f 
any, should be expressed in w r i t i n g and under no 
c i rcumstances should be governed by a c i r c u l a r 
c o n t a i n i n g any such cond i t i ons as the fo l l owing , 
which apt)ears in Treasury Department c i r c u l a r 
Ho. 176:" 

"The S e c r e t a r y of t h e Treasury may wi th-
draw a t any t ime, or from time to time any 
or a l l of the p r o v i s i o n s of t h i s c i r c u l a r . " 

u n l e s s w i th consent of r e s p e c t i v e Federal r e s e r v e banks ." 

The Conference thereupon adopted the fo l l owing r e s o l u t i o n ; 

"Mdved and c a r r i e d t h a t , i f or when Federal Reserve 
Banks and Branches a r e r e q u i r e d to cash Government checks 
and w a r r a n t s , t he procedure of the Banks should be t h a t of 
commercial banks d e a l i n g with t h e i r own customers, and t h e y 
should be governed in t h e i r a c t i o n s by sound bus ines s p r i n -
c i p l e s and methods, o r t h a t they conduct t h e whole b u s i n e s s 
f o r account and r i s k of the Government, a s i t s agen t s and 
wi thout r e c o u r s e to the Federa l Reserve Banks except f o r 
neg l igence ; and t h a t t he Federa l Reserve Board be r e q u e s t e d 
to t ake t h e ma t t e r up w i th the Treasury Department to t h a t 
end. (page 500 )" 

This recommendation was submit ted to t h e Federal Reserve Board, 

which commented thereon as f o l l o w s . ( L e t t e r addressed to the Governors of a l l 

Federa l r e s e r v e banks , June 6, 1920, X-1944); 

"Treasury o f f i c i a l s t ake the view t h a t where Federa l 
Reserve Banks cash Government checks or war ran t s they do 
so upon t h e i r own r e s p o n s i b i l i t y and no t as f i s c a l agen t s 
of t h e T reasu ry . The Treasury Department has , however, 
l i m i t e d t h e cashing of Government checks and war ran t s by 
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f e d e r a l Reserve Banks to d i s b u r s i n g o f f i c e r s of the Govern-
ment under Pa . 29 of Department C i r cu l a r Ro. 176, da ted 
December 31, 1919, and in accordance wi th t he se r e g u l a t i o n s , 
Federa l Reserve Banks and Branches w i l l ho t be expected to 
cash Government checks and war ran t s p r e s e n t e d d i r e c t to the 
Bank by t h e genera l p u b l i c . Disburs ing o f f i c e r s , of course , 
must be s a t i s f a c t o r i l y i d e n t i f i e d b e f o r e t h e i r checks a r e 
cashed , and the Treasure r w i l l , uoon s p e c i a l r e q u e s t , adv i s e 
Fede ra l Reserve Banks and t h e i r Branches by wire the ba lance 
to t h e c r e d i t of such o f f i c e r s . Federa l Reserve Banks, of 
cour se , should take such p r e c a u t i o n s as a r e g e n e r a l l y taken by 
t h e commercial banks in cashing Government checks and w a r r a n t s . " 

Since those p roceed ings took p l a c e , t he Treasury Department C i rcu la r 

has been amended so as to r e q u i r e Federa l r e s e r v e banks to cash Government 

war ran t s and checks when p r e s e n t e d by d i s b u r s i n g o f f i c e r s , a s we l l as when 

p r e s e n t e d by r e s p o n s i b l e banks and bankers , bu t the Treasury Department has 

never s a i d whether i n doing so they a r e a c t i n g as d e p o s i t a r i e s o r a s f i s c a l 

a g e n t s . 

Most of t h e Federal r e s e r v e banks now take t h e p o s i t i o n t h a t they 

a c t s o l e l y as f i s c a l agen t s of the Treasury in pe r fo rming t h e s e f u n c t i o n s ; bu t 

t h e r e seems to be a l a c k of complete agreement on t h i s q u e s t i o n , ' even among the 

Federa l r e s e r v e banks , a s i s evidenced by the fo l lowing s ta tement con ta ined i n 

a r e p o r t submit ted to t h e Governors' Conference by Governor T a l l e y of t h e Fed-

e r a l Reserve Bank of Da l l a s , under da t e of Aor i l 25, 1928; 

"The s e r v i c e and f a c i l i t y of encashment of Treasury 
war ran t s a t Federa l r e s e r v e banks seem to have been kept 
out of the sphere o r domain of the f i s c a l agency f u n c t i o n s 
of the Fede ra l r e s e r v e banks performed f o r t h e S e c r e t a r y 
of the Treasury a s s p e c i f i e d in the Federa l Reserve Act , 
and in t h i s r e s p e c t t h e encashment of war ran t s by the Fed-
e r a l r e s e r v e banks i s looked upon as a depos i to ry f u n c t i o n 
in t h e same view as such s e r v i c e i s performed by a c t i v e 
n a t i o n a l bank d e p o s i t a r i e s . " 

" A f t e r cons ide r ab l e s tudy of the s u b j e c t my own view 
i s t h a t t he Federa l r e s e r v e banks would be looked upon and 
determined to be pay ing agen ts of any Treasury and t h a t such 
war ran t s t h a t had been encashed by Federal r e s e r v e banks 
would be cons idered to have been p a i d to the ho lde r of such 
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"war ran t s a s though such war ran t s were a c t u a l l y drawn upon 
a Federa l r e s e r v e bank and without rocourse upon such h o l d e r s . " 

I t i s very impor tant , t h e r e f o r e , t h a t , b e f o r e e n t e r i n g in to f u r t h e r 

n e g o t i a t i o n s with the Treasury Department on t h i s s u b j e c t , t he Federa l r e s e r v e 

banks r each an agreement among themselves as to the c a p a c i t y in which they 

would l i k e to a c t . 

I f they a c t a s f i s c a l a g e n t s , t h e i r l i a b i l i t y w i l l be s t r i c t l y 

l i m i t e d and they w i l l no t be r e q u i r e d to know the s i g n a t u r e s of the drawers 

of such checks or whether the b a l a n c e s aga in s t which they a r e drawn a r e 

s u f f i c i e n t . On t h e o the r hand, i t i s p robab le t h a t i t w i l l be h e l d t h a t 

such checks a r e no t f i n a l l y p a i d when charged to the T r e a s u r e r ' s account 

by t h e Federa l r e s e r v e banks, and payment w i l l be postponed u n t i l they have 

been f i n a l l y accep ted by the Treasure r of the Uni ted S t a t e s . 

On the o t h e r hand, i f the Federa l r e s e r v e banks a c t as d e p o s i t a r i e s 

i t would seem to be necessa ry to e s t a b l i s h ba lances on t h e i r books to the 

c r e d i t of the v a r i o u s d i s b u r s i n g agen t s , to know t h e s i g n a t u r e s of such d i s b u r s -

i n g agen t s , and to assume a l l of the r e s p o n s i b i l i t i e s and l i a b i l i t i e s i n c i d e n t 

to b a nks paying checks drawn on themselves . I f t h i s were done, however, t he 

checks would be f i n a l l y p a i d and charged to t h e accounts of t h e drawers on the 

books of t h e Federa l r e s e r v e banks, and t h e r e would be much more j u s t i f i c a t i o n 

f o r the Federa l r e s e r v e banks g i v i n g immediate c r e d i t t h e r e f o r to the banks 

from which such checks a r e r e c e i v e d . 

There a r e o the r p r a c t i c a l advantages and d i sadvan tages of a c t i n g in 

e i t h e r of t h e s e c a p a c i t i e s ; bu t t h e s e p r a c t i c a l problems a r e f u l l y apprec i a t ed 

by the o f f i c e r s of t h e Federa l r e s e r v e banks and i t i s unnecessa ry f o r me to 

a t tempt to summarize them h e r e . 
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OPINION OF THE ATTORNEY GENERAL 

Several yea r s ago, the Federa l r e s e r v e "banks, wi thout any neg l igence 

on t h e i r p a r t , and a c t i n g under s p e c i f i c i n s t r u c t i o n s to redeem war savings 

c e r t i f i c a t e s 11 a s f i s c a l agen t s of t h e Uni ted S t a t e s " , p a i d and charged to t h e 

account of the Treasu re r of the Uni ted S t a t e s a l a r g e amount of c o u n t e r f e i t 

war sav ings stamps, which were no t d iscovered to he c o u n t e r f e i t u n t i l severa l 

months a f t e r w a r d s . The Treasure r demanded t h a t the Federa l r e s e r v e hanks reim-

bur se him f o r t h e amount of such payments; they r e f u s e d to d o so; and the 

ques t ion whether they should do so was submit ted to the At to rney General Of 

t h e Uni ted S t a t e s . The At torney General r u l e d t h a t t h e Federa l r e s e r v e banks 

were a c t i n g a s f i s c a l agen t s of t h e Treasury in redeeming such war sav ings 

stamps; t h a t t h e i r r e l a t i o n was p u r e l y one of agency; and t h a t , in t h e absence 

of neg l igence or v i o l a t i o n of i n s t r u c t i o n s , they could not be r e q u i r e d to 

re imburse the Treasury . 

In submi t t ing t h a t ques t ion to the At torney General f o r an op in ion , 

t h e S e c r e t a r y of t h e Treasury t r a n s m i t t e d an opinion of the S o l i c i t o r of the 

Treasury and a l s o an opinion rendered by t h e unders igned , as General Counsel 

of t h e Federa l Reserve Board, under da te of February 3, 1925; bu t t h e opinion 

of t h e At torney General has never been pub l i shed and no copy has ever been 

f u r n i s h e d to the Federa l Reserve Board or to the Federa l r e s e r v e banks. 

I t i s b e l i e v e d t h a t t h i s opinion of t h e At torney General e s t a b l i s h e s 

p r i n c i p l e s of g r e a t importance to a l l Federal r e s e r v e banks; and I r e s p e c t f u l l y 

recommend t h a t t he Board r e q u e s t the Sec re t a ry of the Treasury to f u r n i s h cop ies 

of i t to t h e Federa l Reserve Board f o r i t s in fo rmat ion , and t h a t of the 

Federa l r e s e r v e banks. 
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frgj t A J I O m BAHK CASE.. 

In t h e case of C los t e r Ra t iona l Bank, P l a i n t i f f in E r ro r v. Federal 

Reserve Bank of Few York, Defendant in e r r o r , 285 Fed. 138, which was decided 

on October 31, 1922, the C i r c u i t Court of Appeals f o r t h e Second C i r c u i t he ld 

t h a t , where a Federa l r e s e r v e "bank r e se rved the r i g h t to charge back " a t any 

time and •uncondi t ional ly" checks on the Treasure r of the Uni ted S t a t e s , i t could 

charge back such an i tem to t h e member bank c r e d i t e d t h e r e w i t h , a l though over a 

year had e lapsed s i n c e i t was depos i t ed , and t h a t such r i g h t to cha rge back was 

no t dependent on a showing by the Federal r e s e r v e bank t h a t t h e i tem was in f a c t 

a f o r g e r y and a l t e r a t i o n as claimed by t h e T rea su re r . The Court d i scussed the 

r i g h t s , d u t i e s and l i a b i l i t i e s of t h e Federa l r e s e r v e bank a s f o l l o w s : 

"The c o n t r a c t between the p a r t i e s . e m b r a c e s the c o n t e n t s and 
o b l i g a t i o n s imposed by the c i r c u l a r l e t t e r No. 37. The defendant 
i n e r r o r was appoin ted depos i t o ry and f i s c a l agent of the Uni ted 
S t a t e s , and i t o f f e r e d to c e r t a i n member banks of the Second Fed-
e r a l Reserve D i s t r i c t t h e opt ion of p r e s e n t i n g f o r payment checks 
and war ran t s on the Treasure r of the Uni ted S t a t e s through i t , but 
i t made the terms a s s e t f o r t h in the c i r c u l a r above. The p l a i n t f f 
in e r r o r was f r e e to accep t or r e f u s e to accept the s e r v i c e s of 
the defendant i n e r r o r a s i t saw f i t . I t might have used o t h e r 
a v a i l a b l e means f o r c o l l e c t i n g government checks and w a r r a n t s , i f 
i t so d e s i r e d . While immediately c r e d i t i n g the account of t h e 
p l a i n t i f f in e r r o r wi th the defendant in e r r o r , i t was always 
s u b j e c t e d to f i n a l payment by the T reasu re r . C r e d i t i n g t h e ac-
count accorded an advantage to the member banks i n a f f o r d i n g 
means f o r making funds promptly a v a i l a b l e . In unde r t ak ing t h i s 
s e r v i c e , the defendant in e r r o r became a c o l l e c t i n g a g e n t . Under 
the terms of the c i r c u l a r , defendant i n e r r o r had the r i g h t , 
should t h e Uni ted S t a t e s a t any time not pay, to r e t u r n such 
check f o r any reason which t h e government might cons ide r good, 
and the defendant in e r r o r could a t any time and u n c o n d i t i o n a l l y 
charge back t h e amount c r e d i t e d to thjp p l a i n t i f f in e r r o r , a t t he 
same time r e t u r n i n g t h e i tem so charged back. The r i g h t to do so 
was i n d e f i n i t e as to t ime; i t might be done a t any t ime and un-
c o n d i t i o n a l l y . I t was wi th t h i s unders tand ing and agreement 
t h a t the defendant in e r r o r gave c r e d i t and accepted t h e o b l i g a -
t i o n to pe r fo rm t h i s s e r v i c e f o r t h e p l a i n t i f f in e r r o r . 

"But i t i s contended t h a t t h e defendant in e r r o r ' s r i g h t to 
charge back t h e i tem i s dependent upon i t s showing t h a t t h e i tem 
was in f a c t a f o r g e r y and a l t e r a t i o n as claimed by the T r e a s u r e r . 
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"By t h e terms of the c o l l e c t i o n agreement under which the defend-
ant in e r r o r performed the s e r v i c e , t he c o l l e c t i o n agent had the 
r i g h t , i f i t a c t ed in good f a i t h , to charge back the i tem to the 
p l a i n t i f f in e r r o r ' s account , wi thout the n e c e s s i t y of e s t a b l i s h -
ing a f o r g e r y or a l t e r a t i o n of the war ran t . The memorandum c r e d i t 
accorded, by the agreement of which the c i r c u l a r l e t t e r i s a p a r t , 
was always q u a l i f i e d by the c l ause " s u b j e c t to f i n a l payment". 
And by t h a t c l a u s e the government has f o r many yea r s e x e r c i s e d 
the r i g h t of r e t u r n i n g a t any time war ran t s and checks, which f o r 
any cause have not been cons idered good, and the p l a i n t i f f i n e r r o r 
was n o t i f i e d t h a t t h i s p r a c t i c e would be cont inued as a c o n d i t i o n 
of r e c e i v i n g government war ran t s and checks on the Treasu re r of 
the Uni ted S t a t e s from member banks f o r c r e d i t , wi th ' t h e r i g h t 
to charge back a t any t ime and r e t u r n to t h e depos i t o r a t any 
t ime and u n c o n d i t i o n a l l y any such item depos i t ed wi th the Federa l 
Eeserve Bank. * To p l a c e any o the r c o n s t r u c t i o n upon the terms 
of the c i r c u l a r would be to t r e a t t he bhrase quoted as s u r p l u s -
age. Under the law, the Treasurer might recover i f he paid, t h e 
warrant because of t h e f o r g e r y , and t h e r e f o r e , a s a m a t t e r of 
law, the i tem was not f i n a l l y p a i d . " 

I n c i d e n t a l l y , t h e opin ion upheld the r i g h t of t h e Government t o de-

mand reimbursement a t any time f o r war ran t s and checks "which f o r any cause 

have not been cons idered good" and c i t e d the case of Onondaga Bank v . Uni ted 

S t a t e s , 12 C. C. A. , 407 , 64 Fed. 70-3, wherein the Government was al lowed to 

recover a f t e r two y e a r s had e lapsed between payment and d i scovery of t h e f o r g e r y , 

PRACTICAL OPERATION 

Ne i the r tho l e g a l e f f e c t of t he se t r a n s a c t i o n s nor the p r a c t i c a l 

problems involved can bo f u l l y a p p r e c i a t e d without a c l e a r concept ion of how 

they a r e a c t u a l l y handled; and i t i s b e l i e v e d t h a t some of t h e f e a t u r e s of t h e 

p r a c t i c a l o p e r a t i o n s have been overlooked by c e r t a i n of the p a r t i e s who have 

d i scussed t he se problems from time to t ime. While the p r a c t i c a l d e t a i l s can be 

s t a t e d more a c c u r a t e l y and more unde r s t and ing ly by Federal r e s e r v e bank 

o f f i c e r s , I submit t h e fo l l owing a s what I b e l i e v e $o be a s u b s t a n t i a l l y 
k a c c u r a t e s ta tement of the p r a c t i c e : 

(1) Government checks a r e r ece ived by Federal r e s e r v e banks from 

t h e i r member banks and nonmember c l e a r i n g b a n k s , e i t h e r through the c l e a r -
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Ing houses or in t h e i r d a i l y "dash l e t t e r s " , a long wi th checks on numerous 

o the r banks, some of which a r e l o c a t e d in the same c i t y as t h e Federa l r e -

se rve banks and some of which a r e l o c a t e d a t d i s t a n t p o i n t s . 

(2) For a l l bank checks which can "be c o l l e c t e d on t h e day they a r e 

r e c e i v e d , t h e Federa l r e s e r v e banks g ive immediate c r e d i t and immediate 

a v a i l a b i l i t y ( i . e . , t he immediate r i g h t to withdraw and to count t h e p r o -

ceeds as r e s e r v e s ) and f o r a l l o the r bank checks they g ive t h e i r member banks 

d e f e r r e d c r e d i t , which becomes a v a i l a b l e f o r withdrawal or f o r r e s e r v e p u r -

poses in accordance wi th time schedules r e p r e s e n t i n g approximate ly the ave r -

age time r e q u i r e d to c o l l e c t such checks. 

(3) Act ing pursuant to arrangements made a t the r e q u e s t of the 

Treasury Department, and f o r t h e accommodation of t h e Treasury Department, 

Federa l r e s e r v e banks g ive t h e i r member banks immediate c r e d i t and immediate 

a v a i l a b i l i t y f o r a l l Government checks and war ran t s r e c e i v e d up to a c e r t a i n 

hour each day. 

(4) Act ing pursuan t to the p r o v i s i o n s of Sec t ion 32 of Treasury 

Department C i r cu l a r Mo. 176, t h e Federal r e s e r v e banks immediately d e b i t the 

account of t h e Treasu re r of t h e Uni ted S t a t e s wi th t h e amount of such checks 

and war ran t s and forward them to the Treasure r of t h e Uni ted S t a t e s " f o r 

examination and f i n a l payment". 

(5) T h e r e a f t e r , i f t h e checks a r e found to bea r f o r g e d s i g n a t u r e s 

o r to be drawn a g a i n s t i n s u f f i c i e n t funds , i f payment i s s topped, o r i f f o r 

any o the r reason payment i s r e f u s e d by the Treasure r of the Uni ted S t a t e s , the 

checks a r e r e t u r n e d to the Federa l r e s e r v e banks and e i t h e r t h e amounts thereof 

a r e charged back a g a i n s t t he Federa l r e s e r v e banks or t h e Federa l r e s e r v e 

banks a r e r e q u e s t e d to o b t a i n reimbursement from t h e i r endo r se r s , in accordance 
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wi th the p r o v i s i o n s of gac t idh 34 of Treasury Department C i r c u l a r !*o. 176. 
i 

When a Government chock reachcs tho Federa l r e s e r v e t a n k i t has 

reached t h e o r g a n i z a t i o n which a c t s f o r bo th the ho lder and t h e drawee; 

and the Federa l r e s e r v e bank simply d e b i t s the account of t h e Treasure r of 
\ 

t h e Uni ted S t a t e s and c r e d i t s t he account of i t s member bank on t h e same 

d a t e . I t w i l l be seen, t h e r e f o r e , t h a t the c o l l e c t i o n of a Government 

check as agent f o r a member bank and the "cashing" of i t pu r suan t to 

Treasury Department C i r cu l a r Ho. 176 a r e p r a c t i c a l l y s imul taneous t r a n s -

a c t i o n s , wherein t h e o p e r a t i o n s of the Federal r e s e r v e bank resemble more 

c l o s e l y the o p e r a t i o n s of a c l e a r i n g house than the o p e r a t i o n s of an agent 

f o r c o l l e c t i o n . This s i m i l a r i t y i s even more pronounced when c o n s i d e r a t i o n 

i s given to t h e f a c t t h a t each day the Federal r e s e r v e bank r e c e i v e s from 

t h e Treasury Department checks drawn on i t s member banks, c o l l e c t s them 

from i t s member banks, and c r e d i t s t h e proceeds to the Treasure r of the 

Uni ted S t a t e s . 

As long a s t h e bank from which such checks and war ran t s a r e 

r e c e i v e d remains s o l v e n t , no g r e a t ha rdsh ip r e s u l t s to Federa l r e s e r v e 

banks from t h e r e t u r n of Government chocks by the Treasure r of t h e Uni ted 

S t a t e s ; s i nce t h e Federa l r e s e r v e banks can charge them back to t h e r e -

se rve accounts of the banks from which they were r e c e i v e d . Where, how-

ever , such chocks a r e charged back to t h e Federal r e s e r v e banks a f t e r 

the banks from which they were r ece ived have become i n s o l v e n t , t h e r e i s 

grave danger of l o s s to the Federa l r e s e r v e banks, |.f t he Treasury looks 

to them f o r reimbursement in the absence of neg l igence or v i o l a t i o n of 

the i n s t r u c t i o n s of t h e Treasury Department. 
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I t i s f r e q u e n t l y contended tha t the Federal r e se rve "bank can 

and should charge the amount of such checks to the r e se rve account of 

a member ban].: a f t e r insolvency; cut to do so i s in derogat ion of the 

Federal r e s e r v e "bank# s r i g h t to enforce i t s bankers ' l i e n a g a i n s t such 

r e se rve ba lance , upon which i t r e l i e s as a t l e a s t p a r t i a l s e c u r i t y in 

extending c r e d i t and forwarding checks f o r c o l l e c t i o n to member banks. 

ITATU5E OF T35ASU3Y CH3CK5 AITD , r AB3MTS. 

With p a r t i c u l a r r e f e r e n c e to the r i g h t of the Treasurer of 

t he United S t a t e s to " s top payment" on Treasury checks and war ran t s 

a f t e r they have been deb i ted to h i s account and c r e d i t e d to t he account 

of the member bank on t he books of the Federal r e s e rve bank and a f t e r 

the member bank has been p laced in the hands of a r e c e i v e r , t h e r e i s one 

l e g a l p o i n t which i s f r e q u e n t l y overlooked in d i scuss ions of t h i s sub-

j e c t , - i . e . , the f a c t t h a t such warrants a r e in e f f e c t b i l l s of exchange 

drawn by the Government on i t s e l f . 

Sect ion 130 of the Uniform Negotiable Instruments Law, which 

has now been enacted in a l l of the S t a t e s , p rov ides in p a r t t h a t , "Where 

in a b i l l drawer and drawee a r e the same person, * * * the ho lde r may 

t r e a t t he ins t rument , a t h i s op t ion , e i t h e r as a b i l l of exchange or as 

a promissory n o t e " . 

I t could be argued wi th some f o f c e t h a t , where a Federa l 

r e s e rve bank has given a member bank immediate c r e d i t and a v a i l a b i l i t y 

f o r a Government check or warrant , i t has become the holder the reof and 

may t r e a t i t a s a demand note of the Government of the United S t a t e s , 

and t h a t , f o r the Government to a t tempt to "s top payment" or r e f u s e 
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to al low c r e d i t t h e r e f o r in the account between the T reasu re r of the 

Uni ted S t a t e s and t h e Federa l r e s e r v e banks, i s i n subs tance a r e f u s a l 

by the Government to honor i t s demand o b l i g a t i o n in the hands of a bona 

f i d e ho lder f o r v a l u e . 

I t may be argued on beha l f of the Government t h a t t h e drawer 

and drawee a r e not t h e same, s i nce the drawer i s t he d i s b u r s i n g agent of 

t h e Government and the drawee i s t he Treasurer of the Uni ted S t a t e s ; b u t , 

when a c t i n g in o f f i c i a l c a p a c i t i e s , bo th of t h e s e o f f i c i a l s a r e a c t i n g 

f o r t h e Government. In t h i s connec t ion , see the fo l l owing s ta tement in 

Brannon, Nego t i ab le Ins t ruments Law, 3d Ed. , page 358: 

"A d r a f t drawn by an agent on h i s p r i n c i p a l by 
a u t h o r i t y of t h e p r i n c i p a l i s equ iva len t to a d r a f t drawn 
by the p r i n c i p a l on h i m s e l f , and need not be accepted 
by t h e drawee. I t may be t r e a t e d as the promissory 
n o t e or t h e b i l l of the p r i n c i p a l . F i r s t Hat . Bank v. 
Home Ins . Co., 16 H. M. 65, 113 Pac. 815; C. M. Keyes 
Commission Co. v. M i l l e r ( O k l a . ) , 157 Pac . 1029, not 
c i t i n g t h e IT. I . L. Watauga Co. Bank v. McQueen, 130 Tenn. 
383, 170 S. W. 1025; Clemens v. Staunton Co., 61 Wash. 
419, 112 Pac . 494. And i t i s no defense t h a t t he indorsee 
knew t h a t t h e drawer was an agen t . Merchants ' Bank v. 
Goodfellow, 44 Utah, 349, 140 Pac. 759." 

In t h e case of Uni ted S t a t e s v . Na t iona l Exchange Bank of 

Ba l t imore , 1 Fed. (2nd) 888, t h e C i r c u i t Court of Appeals h e l d t h a t a 

Government check drawn by a d i s b u r s i n g o f f i c e r of the Ve te rans ' Bureau 

on the Treasure r of the Uni ted S t a t e s was a check drawn by the Govern-

ment on i t s e l f ; and, on t h i s ground, the cour t denied the r i g h t of the 

Uni ted S t a t e s to recover from a commercial bank (which ac t ed in good 

f a i t h and wi thout knowledge of any i r r e g u l a r i t y ) the amount of such a 

check which had been r a i s e d to a hundred t imes i t s t r u e va lue and 

had been p a i d to such commercial bank by the Treasure r through a Fed-

e r a l r e s e r v e bank. 
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In the course of i t s op in ion , the cgu r t s a id (page 890): 

"*** I t i s enough t h a t , when the Uni ted S t a t e s e l e c t s 
to become a p a r t y to commercial pape r , i t assumes 
a l l t he r e s p o n s i b i l i t i e s of p r i v a t e pe r sons under 
the same c i rcumstances . Cook v. Uni ted S t a t e s , 
supra ; Uni ted S t a t e s v. Bank of New York Na t iona l 
Banking A s s o c i a t i o n , 219 F. 648, 134 C. C. A. 579, 

' L. R. A. 1915D, 797. ' ' 

The p r i n c i p l e thus announced by the cour t has an impor tant 

b e a r i n g on the c la im sometimes advanced by o f f i c i a l s of the Treasury 

Department t h a t , i n dea l i ng wi th government checks and w a r r a n t s , t h e 

Government i s a sovere ign and has p e c u l i a r and s p e c i a l r i g h t s as 

such. 

I n c i d e n t a l l y , t he c o u r t s a i d t h a t t h e Federal r e s e r v e bank 

ac t ed a s the Government's agent in the t r a n s a c t i o n g i v i n g r i s e to 

the d e c i s i o n , bu t the dec i s ion a rose on a demurrer, and t h i s may have 

been a mere r e s t a t emen t of one of t h e a l l e g a t i o n s of the d e c l a r a t i o n 

f i l e d by the Government. 

Regard less of whether the Federal r e s e r v e banks cou ld or 

should e l e c t to t r e a t as promissory notesof t h e Government checks and 

war ran t s f o r which they have given t h e i r member banks immediate c r e d i t 

and a v a i l a b i l i t y , i t would no t seem moral ly f a i r or j u s t f o r t h e Treasury 

Department to a t t empt to s top payment ajad to r e f u s e to a l low the Federa l 

r e s e r v e banks c r e d i t f o r such i tems a f t e r the insolvency of the bank 

from which they were r e c e i v e d , in view qf t h e fo l lowing c o n s i d e r a t i o n s ) 

(1) The i tems a r e drawn by the Government on i t s e l f ; 

(2) Act ing pursuan t to s p e c i f i c ( though ambiguous) i n s t r u c -

t i o n s i s sued by t h e Sec re t a ry of the Treasury , wi th which t h e Federa l 
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r e s e r v e banks must comply in view of the mandatory p r o v i s i o n of Sec t ion 

15 of the Federa l Reserve Act , t h e Federal r e s e r v e banks have deb i t ed 

the amounts of such i tems to the Treasurer of the Uni ted S t a t e s . 

(3) On the f a i t h of such d e b i t s to the T r e a s u r e r ' s account 

and a c t i n g pu r suan t to arrangements made a t t h e r eques t of the Treasury 

Department, t he Federa l r e s e r v e banks have g iven t h e i r member banks 

immediate c r e d i t f o r such i tems in t h e i r r e s e r v e accounts wi th the 

r i g h t of immediate wi thdrawal ; and 

(4) The member bank to which such i tems have been c r e d i t e d 

has become i n s o l v e n t ; and to a t tempt to r e v e r s e the e n t r i e s d imin ishes 

t h e r e s e r v e ba l ance of such bank a v a i l a b l e f o r the p r o t e c t i o n of the 

F e d e r a l r e s e r v e bank and may r e s u l t in d i s p u t e and p o s s i b l e l i t i g a t i o n 

wi th the r e c e i v e r of t h e i n s o l v e n t member bank. 

THE QUESTION OF IMMEDIATE CREDIT, 

Sec t ion 19 r e q u i r e s the r e s e r v e ba lance of each member bank 

to c o n s i s t of "an a c t u a l n e t ba lance" wi th t h e Federa l r e s e r v e bank, 

and the Courts have cons t rued t h i s requirement a s f o r b i d d i n g c r e d i t 
if 

given f o r u n c o l l e c t e d checks to be counted as r e s e r v e . (Pascagoula 

Na t iona l Bank v. Federa l Reserve Bank of A t l a n t a , 3 Fed. (2nd) 465, 

11 Fed. (2nd) 866, c e r t i o r a r i denied, 271 U. S. 685, 46 Sup. Ct. 637.) 

In view of t h i s d e c i s i o n , i t may s e r i o u s l y be ques t ioned 

whether the Fede ra l r e s e r v e banks should g ive t h e i r member bank immediate 

c r e d i t f o r Treasury checks and war r an t s , even though t h e amount the reof 

i s immediately deb i t ed to the T r e a s u r e r ' s account , u n l e s s (1) such deb i t 
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i s deemed to be a f i n a l payment in so f a r as the Federal r e s e r v e bank 

i s concerned, or (2) u n l e s s the Treasurer w i l l agree no t to look to the 

Federa l r e s e r v e bank f o r reimbursement f o r i tems b e a r i n g f o r g e d endorse-

ments, drawn a g a i n s t i n s u f f i c i e n t funds , on which payment i s s topped, or 

on which the T reasu re r r e f u s e s f i n a l payment f o r any o the r r ea son , un-

l e s s and u n t i l t h e Federa l r e s e r v e bank i s ab l e to ob t a in reimbursement 

from i t s member banks . 

The r e f u s a l of Federa l r e s e r v e banks to g ive t h e i r member banks 

c r e d i t in t h e i r r e s e r v e accounts f o r bank checks u n t i l they have been 

c o l l e c t e d , i s now recognized to be not only economically sound but l e g a l l y 

necessa ry . If Federa l r e s e r v e banks do not know whether c r e d i t w i l l be 

al lowed by t h e Treasure r of the Uni ted S t a t e s f o r Government war ran t s 

o r checks u n t i l a f t e r they have been forwarded to Washington and 

examined by the Treasure r and u n t i l a f t e r he has made a d e c i s i o n on the ques-

t i o n whether they w i l l be f i n a l l y p a i d , t h e r e i s s e r i o u s ques t ion whether the 

Federa l r e s e r v e banks should no t r e f u s e to g ive immediate c r e d i t f o r such 

checks, t r e a t them as i tems drawn on a bank in Washington, and g ive de-

f e r r e d c r e d i t in accordance w i t h t h e i r time schedules cover ing i tems drawn 

on banks i n Washington. 

This i s a ques t ion which I b e l i e v e should be given very s e r i ous 

c o n s i d e r a t i o n in connect ion wi th the c l a r i f i c a t i o n of the l e g a l r i g h t s 

and r e s p o n s i b i l i t i e s of the Federa l r e s e r v e banks in cash ing Government 

war ran ts and checks as well as the a c t u a l p r a c t i c e which i s to be pursued 

by the Federa l r e s e r v e banks and the Treasurer .of t h e Uni ted S t a t e s . 
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ADDITIONAL DATA. 

If t he Board adopts my recommendations, b r ings t h i s mat te r to the 

a t t e n t i o n of the Conference of Governors, and f u r n i s h e s the Governor of 

each Federal r e s e r v e bank with a copy of t h i s memorandum, I r e s p e c t f u l l y 

recommend tha t they a l so be f u r n i s h e d wi th copies of the fo l lowing documents 

con ta in ing f u r t h e r da t a on t h i s sub j ec t , which would be of va lue to any Com-

m i t t e e to which t h i s mat te r might be r e f e r r e d f o r s tudy and r e p o r t : 

1. The a t t ached recen t correspondence between the Treasury De-

partment and the Federa l Reserve Bank of A t l an t a . 

2. C i rcu la r l e t t e r (X-1980) to Governors of a l l Federal r e se rve 

banks, except Kansas City, under date of J u l y 16, 1920, r e "Cashing Govern-

ment Warrants and Checks Drawn on the Treasurer of the United S t a t e s f o r 

Disburs ing O f f i c e r s . " 

3. L e t t e r addressed by Mr. Case, Deputy Governor of the Federal 

Reserve Bank of New York to Mr. S. P. G i l b e r t , J r . , A s s i s t a n t Sec re ta ry of 

the Treasury, December 15, 1920. 

4. Reply of G i lbe r t to Case, December 21, 1920. 

5. Reply, Case to G i l b e r t , December 23, 1920. 

6. Reply, Gi lbe r t to Case, December 29, 1920. 

7. C i rcu la r l e t t e r (X-3047) by Board to Chairmen of a l l Federal 

r e s e rve banks, except New York, February 15, 1921, r e "Returned Treasury 

I tems." 

8. C i rcu la r l e t t e r (X-3471) to Governors of a l l Federa l r e se rve 

banks, J u l y 10, 1922, e n t i t l e d "Amendment to Check Col lec t ion C i r c u l a r s x 

Suggested by Treasury Department.'1 
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9. C i r cu l a r l e t t e r (X-3504) to Governors of a l l Federa l r e s e r v e 

banks, August 16, 1922, r e " Charging t a c k of Government Warrants and Checks 

P r e v i o u s l y P a i d by Treasure r of t h e Uni ted S t a t e s " and enc losu res con ta in -

ing correspondence between Treasury Department and Nat iona l C i ty Bank. 

10. L e t t e r , Governor Seay, Federa l Reserve Bank of Richmond to 

Treasure r of the Uni ted S t a t e s , January 6, 1922. 

11. L e t t e r , Governor Seay to Governor Harding, enc lo s ing a copy 

of t h e above, January 7, 1922. 

12. L e t t e r , Harding to Undersec re ta ry G i l b e r t , J anuary 11, 1922» 

13. L e t t e r , Treasurer White to Governor Seay, J anua ry 17, 1922, 

enc los ing l e t t e r G i l b e r t to Case, January 27, 1921. 

14. L e t t e r , Undersec re ta ry G i l b e r t to Governor Harding, January 

18, 1922. 

15. L e t t e r , Governor Harding to Governor Seay, January 20, 1922. 

16. L e t t e r , Governor Seay to Governor Harding, J anua ry 21, 1922. 

17. Memorandum of law, M. G. Wallace (Counsel, Federa l Reserve 

Bank of Richmond) to Governor Seay, January 25, 1922, r e "Government Checks 

Bear ing Forged Endorsements". 

18. L e t t e r Governor Seay to Governor Harding, t r a n s m i t t i n g copy of 

above, January 25, 1922. 

1 9 . L e t t e r Governor Harding to Undersec re ta ry G i l b e r t , January 26, 

1922. 

20. L e t t e r , Undersec re ta ry G i l b e r t to Seay, June 21, 1922. 

21. L e t t e r , Undersec re ta ry G i l b e r t to Governor Harding, June 21, 

1922, 

22. C i r c u l a r l e t t e r (X-3456) r e " L i a b i l i t y of Federa l Reserve Banks 
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on Government Warrants and Checks Cashed by Them." 

23. L e t t e r , Congressman McSwain to Board, December 7 , 1922. 

24. L e t t e r , Governor Seay to Vice Governor P i a t t , December 9, 1922. 

25. L e t t e r , Congressman McSwain to Vice Governor P i a t t , December 

14, 1922. 

26. L e t t e r , Vice Governor P i a t t to Congressman McSwain, December 

22, 1922. 

27. L e t t e r , The Commerical Bank, Cl in ton, South Caro l ina , to the 

Sec re ta ry of the Treasury, December 11, 1922. 

. 28. Reply of Sec re ta ry of the Treasury, December 28, 1922. 

29. L e t t e r , Vice Governor P i a t t to Undersecre tary G i l b e r t , 

January 5, 1923. 

30. L e t t e r , Wallace (Counsel Federal Reserve Bank of Richmond) 

to Wyatt, General Counsel, Federal Reserve Board, November 1, 1923. 

31. Formal opinion addressed to Board by undersigned February 

3, 1925, r e " L i a b i l i t y of Federsil Reserve Banks f o r Paying Coun te r f e i t War 

Savings Stamps as F i s c a l Agents of the Treasury". 

32. Memorandum, Wyatt to f i l e s , January 14, 1927, "Cashing of 

Government Checks by Federal Reserve Banks when Presented through Mail by 

Monmember Banks." 

33. Memorandum, Wyatt to Hand, January .22, 1927, "Cashing of 

Government Checks P resen ted through Mails to Federal, Reserve Banks by Non-

member Banks". 

34. L e t t e r , Stroud, (Counsel Federal Reserve Bank of Dal las ) to 

Wyatt, Board ' s Counsel, J u l y 5, 1927. 

35. Wyat t ' s r ep ly to Stroud, August 17, 1927, 
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36. Report submit ted to Governors' Conference, A p r i l 25, 1928. 

by Lynn P . T a l l e y , Governor of the Federa l Reserve Bank of D a l l a s . 

I f t he Board i s ab l e to o b t a i n a copy of the op in ion of the 

At torney General of the Uni ted S t a t e s wi th r ega rd to t h e l i a b i l i t y of Fed-

e r a l r e s e r v e banks f o r pay ing c o u n t e r f e i t war savings stamps a s f i s c a l 

agen t s of t h e Government, I a l s o recommend t h a t a copy of t h a t op in ion be 

f u r n i s h e d to the Governors of a l l Federa l r e s e r v e banks. 

I r e s p e c t f u l l y submit he rewi th a proposed l e t t e r addressed 

to the S e c r e t a r y of the Treasury r e q u e s t i n g him to f u r n i s h t h e Board wi th a 

copy of t h e opin ion of t h e At torney General . 

R e s p e c t f u l l y , 

(Signed) Walter Wyatt, 

Papers a t t a c h e d . General Counsel. 
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OF 

A p r i l 17, 1931 

BE 

"Cashing" of Government Checks 
and Warrants "by Federa l Be serve 

Banks. 
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FEDERAL RESERVE BAH OF ATLANTA 

O f f i c e of 
Cash ie r . 

A p r i l 4 , 1931. 

Mr. E. M. McClelland, A s s i s t a n t S e c r e t a r y , 
Fede ra l Reserve Board, 
Washington, D. C. 

Dear Mr. McClellandi 

Reference i s made t o our conve r sa t ion over t h e t e l ephone 
on the 2nd i n s t a n t , a t Which t ime I mentioned my l e t t e r t o you dkted 
t h e 14th u l t imo r e l a t i v e t o our correspondence With Mrt Ogdett 1 . M i l l s , 
Undersecre ta ry of t h e Treasury* and a l s o w i th Mr* W.O. Wbods, T reas -
u r e r of the United S t a t e s . 

In order t h a t I may he i n & p o s i t i o n to t e l l Governor Black 
what you and Mr. Walter Wyatt have decided t o do, t wish t h a t you 
Would have the k indness a t your convenience t o l e t me know i f you have 
decided t o make i t a F e d e r a l Reserve Board m a t t e r . I "believe t h e p o i n t s 
a t i s s u e "between ou r se lves and t h e Treasury Department a r e of i n t e r e s t 
t o a l l Federa l Reserve Banks, and no doubt t h e whole s u b j e c t of payment 
of checks drawn on t h e Treasurer "by t h e Federa l Reserve Banks, p a r -
t i c u l a r l y w i th r e f e r e n c e t o the adopt ion of a d e f i n i t e p o l i c y "by t h e 
Treasury Department, i s of s u f f i c i e n t importance to deserve the a t t e n -
t i o n of t h e F e d e r a l Reserve Board. 

Anyway l e t me know what you have done. 

(Sgd.) M.W.Bell 

Cashier 

MWBiMC 
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FEDERAL EESERVE B A H 

0 ? ATLANTA 

Off i ce of 
Cashier 

March 14, 1931 

Mr, E. M. McClelland, Ass i s t an t Sec re t a ry , 
Federa l Reserve Board, 
Washington, B.C. 

Dear Mr. McClelland: 

I am enc los ing copies of l e t t e r s dated February 9 th and March 
2nd w r i t t e n by Governor Black to Mr. Ogden L. M i l l s , Undersecre tary of 
the Treasury, a l s o copy of my l e t t e r of the 2nd i n s t a n t t o W. 0. Woods, 
Treasurer of the United S t a t e s . 

Al l of t h i s correspondence r e l a t e s t o checks drawn on the Treas-
u r e r of the United S t a t e s rece ived "by us from "banks which suspended 
j u s t about the t ime the checks reached us and were charged to the Treas-
u r e r of the U.S. Payment of these checks was dec l ined by the Treasurer 
because he had been reques ted by the drawers , payees , or by o ther p e r -
sons, t o s top payment of the checks because of the suspension of the 
banks i n which they were depos i t ed . 

We have had ex tens ive correspondence wi th the t r e a s u r e r and 
With Mr. Mil ls dur ing the pas t s eve ra l months when :ank suspensions 
were of f r equen t occurrence , and a l l of t h i s correspondence r e l a t e d 
t o the T r e a s u r e r ' s p o l i c y or p r a c t i c e which we th ink i s unsound or 
a t l e a s t l i k e l y to be p r e j u d i c i a l to our i n t e r e s t s and i t appears t o be 
man i f e s t l y u n f a i r to u s . 

We have not rece ived r e p l i e s t o these l e t t e r s or t o o ther 
l e t t e r s w r i t t e n p rev ious ly and which c a l l f o r a d e f i n i t e s ta tement 
of the T r e a s u r e r ' s p o l i c y , or r e a l l y the adopt ion by the Treasurer 
of a d e f i n i t e p o l i c y . I t i s very e s s e n t i a l t h a t we know d e f i n i t e l y 
the po l i cy by which t he Treasurer proposes to be governed i n hand-
l i n g such checks i n order t h a t we can a l s o adopt a d e f i n i t e p o l i c y . 

If you can without embarrassment t o yourse l f take t h i s 
' mat ter up u n o f f i c i a l l y wi th the Treasurer wi th a view of g e t t i n g 

a d e f i n i t e answer from him f o r u s , I w i l l very ranch a p p r e c i a t e i t . 
I f , however, i t i s a mat te r t h a t you do not care to hand le , a word 
t o t h a t e f f e c t from you w i l l be s u f f i c i e n t . 

Yours very t r u l y , 

(Sgd) M. W. B e l l . 
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FEDERAL RESERVE' BANK 
OF ATLANTA 

March 2, 1931 

My dear Mr. S e c r e t a r y : 

On February 9 th I wrote you i n connect ion w i t h 
two checks drawn on the Treasurer "by W. A. Miunis, symbol number 
99126 t o the o rde r of I saac L. Reisman f o r $110.67 and $253.76 
r e s p e c t i v e l y , and one o the r check f o r $150.00 drawn t o the 
order of P. L. Dodge by J . B. Schommer, symbol number 11666. 

In my l e t t e r to you I d e t a i l e d our s i t u a t i o n 
w i th the Treasu re r r e l a t i v e to s i m i l a r checks and r e c i t e d t h a t 
I had made every e f f o r t t o get the Treasure r to d e f i n e or agree 
as t o our p o s i t i o n when, as f i s c a l agent of the United S t a t e s , 
we pay checks drawn on him. In my l e t t e r t o you I s t a t e d t h a t 
we would g r e a t l y a p p r e c i a t e i t i f ybu could a id us i n g e t t i n g 
t h e Treasu re r t o f i x a p o l i c y as t o such checks, so t h a t we 
could w i t h c e r t a i n t y under t h a t p o l i c y handle them. 

I have r ece ived no r e p l y t o my l e t t e r t o you and 
have r e c e i v e d no f u r t h e r i n fo rma t ion from tha Treasure r as to 
a d e f i n i t i o n of such p o l i c y . I f you can a i d -'n t h i s ma t t e r I 
w i l l g r e a t l y a p p r e c i a t e i t . 

With my r e g a r d s , I am, 

Yours very t r u l y , 

E. R. Black 

Governor 

Mr. Ogden L. M i l l s , 
Undersecre ta ry of the Treasury , 
Washington, D. C. 
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FEDERAL RESERVE BANK 
OF ATLANTA 

March 2, 1931 

Hon. W. 0. Woods, 
T reasu re r of t h e United S t a t e s , 
Washington, D. C. 

Dear S i r : 

Refe rence i s aga in made to your l e t t e r , AWS-C, da ted 
t h e 25th u l t i m o , i n which you r e f e r r e d to check #1050780 
da ted October 15, 1930, drawn on you by J . L. Summers, symbol 
#10-005, to t h e order of Martha B. Waltmire f o r $150, payment 
of which was o r i g i n a l l y dec l ined by you as s t a t e d i n your 
l e t t e r of October 22, 1930, AWS-C, as you were r e q u e s t e d 
by C. C. P i e r c e , A s s i s t a n t Surgeon Genera l , Pub l i c Hea l th 
S e r v i c e , t o s top payment because t h e F i r s t Na t iona l Bank of 
P e r r y , F l o r i d a , i n which the check was d e p o s i t e d , had become 
i n s o l v e n t . On t h e 27th u l t imo we acknowledged r e c e i p t of 
your l e t t e r of t h e 25th u l t i m o , and enclosed w i t h our acknowl-
edgement a copy of our l e t t e r of the same d a t e addressed t o 
Mr. I r on Ross, Receiver of t h e F i r s t Na t iona l Bank of P e r r y , 
F l o r i d a , i n which t h i s check was depos i t ed by t h e payee . 

In our l e t t e r to Mr. Ross we s t a t e d i n subs tance 
t h a t we a r e u n w i l l i n g t o r e v e r s e our e n t r y charging your 
account w i t h the amount of t h i s check and r e t u r n i t t o t h e 
r e c e i v e r f o r d e l i v e r y t o the payee , because we f e e l t h a t t h e 
ba lance s t and ing t o t h e c r e d i t of t h e F i r s t Na t iona l Bank of 
Per ry i n i t s r e s e r v e account a t t he t ime of i t s suspens ion 
should be he ld by us t o apply i n p a r t i a l l i q u i d a t i o n of i t s 
indeb tedness t o u s , which i s cons ide rab ly i n excess of t h e 
amount of i t s r e s e r v e ba l ance , and t h a t u n l e s s he had funds 
he could u s e t o redeem t h e check or re imburse u s f o r t h e 
amount of i t , we would f i n d i t necessary t o d e c l i n e your 
r e q u e s t . 

We enc lose he rewi th a copy of Mr. Ross ' r e p l y da ted 
the 28th u l t imo i n which he d e c l i n e s t o use funds of h i s t r u s t 
de r ived from o the r sources to redeem t h e check or re imburse 
u s , and consequent ly i t i s necessa ry f o r us t o d e c l i n e your 
r e q u e s t . 
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FEDERAL EE SERVE BAM 
OF ATLANTA 

The p o l i c y which has been fo l lowed "by your o f f i c e 
i n s e v e r a l s i m i l a r cases where you have dec l ined a t t h e 
r eques t of payees or drawers to pay checks drawn on you, 
"because of the suspension of the "banks i n which they were 
d e p o s i t e d , c r e a t e s s e r i o u s doubt i n our' mind as t o what you 
conceive to "be the f u n c t i o n of the Federa l Reserve Banks 
a c t i n g as F i s c a l Agents of the United S t a t e s i n paying checks 
drawn on you. Tour a c t i o n i n such cases c r e a t e s a c o n d i t i o n 
t h a t i s d i f f i c u l t f o r the Federa l Reserve Banks to dea l w i t h , 
because we do not know when you may, f o r the reasons s t a t e d 
above, d e c l i n e to pay a check f o r a l a r g e amount and l e a v e 
us i n a p o s i t i o n where we cannot recover from our endo r se r , 
f o r c i n g us t o become an o rd ina ry c r e d i t o r f o r an amount of 
money which we, t o a l l i n t e n t s and purposes , f i n d t h a t we 
have merely advanced t o our endorse r . 

We would l i k e to have a d e f i n i t e s ta tement of your 
p o l i c y w i t h r e s p e c t t o stoppage of payment of checks under 
c i rcumstances which do not a s s e r t or c la im any i n f i r m i t y 
of any n a t u r e i n the checks themselves . 

I f you w i l l inform us as t o t h e adopt ion of a 
d e f i n i t e p o l i c y by your o f f i c e , we w i l l be i n a p o s i t i o n t o 
know what crar own p o l i c y should be i n hand l ing checks 
drawn on the Treasure r of t h e United S t a t e s . 

T r u s t i n g t h a t you w i l l g ive t h i s ma t t e r your 
c o n s i d e r a t i o n and f avo r us w i th a r e p l y , I am, 

Yours very t r u l y , 

M. If. B e l l 
Cashier 

MEB:MC 
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EEDBRAL RESERVE BAM 
OF ATLANTA 

February 9, 1931 

Dear Mr. S e c r e t a r y : 

I am p leased t o acknowledge r e c e i p t of your l e t t e r s 
da ted January 29 th , 3 1 s t , and the 5 th i n s t a n t w i th enc losu res 
r e l a t i n g t o r e q u e s t s r ece ived "by the Treasure r of t h e United 
S t a t e s t o s top payment of two checks drawn on t h e Treasu re r by 
W. A. Minnis , symbol number 99126 to the order of I s a a c L. 
Reisman f o r $110.67 and $253.76 r e s p e c t i v e l y , and one check 
f o r $150 drawn t o the order of P. L. Dodge by J . B. Schommer, 
symbol number 11666. 

These checks were r ece ived by us on December 20 and 
22, 1930, i n t h e r e g u l a r course of b u s i n e s s , from the Ci ty 
Na t iona l Bank of Miami, F l o r i d a , f o r payment and immediate 
c r e d i t of t h e proceeds t o i t s r e s e r v e account . On t h e r e s p e c t i v e 
da t e s t h e r e s e r v e account of t h e Ci ty Na t iona l Bank was c r e d i t e d 
and t h e checks were charged to the T r e a s u r e r ' s g e n e r a l account 
azxl forwarded t o h i s o f f i c e w i th our t r a n s c r i p t of t h a t account . 

The Treasure r r e tu rned the checks to us i n l e t t e r s 
da ted December 23 and 29, 1930, s t a t i n g w i t h r e s p e c t t o the 
Reisman checks t h a t "payment i s dec l ined a t t h i s t ime i n 
compliance w i t h r eques t da ted December 23, 1930, f rom t h e 
United S t a t e s Veterans Bureau who asked t h a t payment be stopped 
because t h e bank i n which t h e checks were depos i t ed had become 
i n s o l v e n t . 

P l e a s e r e t u r n the checks through the endorse rs 
to t h e Receiver of the f a i l e d bank f o r d e l i v e r y t o the payees 
i f c i rcumstances warrant t h i s a c t i o n . Returned check c r e d i t 
t i c k e t s #50666 and #50667 a r e enc losed , w i t h which t o e n t e r 
c r e d i t i n the T r e a s u r e r ' s a ccoun t . " 

The Treasure r employs the same language i n h i s 
l e t t e r r e t u r n i n g the Dodge check, except t h a t he s t a t e d 
as h i s r eason f o r d e c l i n i n g payment, t h a t the payee r eques t ed 
t h a t payment be s topped. 
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Under da t e s of January 2nd and 5 t h , 1931, we 
dec l ined to c r e d i t the T r e a s u r e r , and r e t u r n e d t o h i s o f f i c e 
t he se and o the r checks r ece ived "by us from the Ci ty Na t iona l 
Bank, payment of which had been r e f u s e d by the Treasure r 
because of r e q u e s t s r ece ived from t h e payees or drawers t o 
s top payment. Our reasons f o r r e f u s i n g t h e T r e a s u r e r ' s 
r e q u e s t s f o r c r e d i t and t h e r e t u r n of the checks th rough 
our endorse r s to the Receiver of the f a i l e d bank a r e s t a t e d 
i n t h e f o l l o w i n g paragraphs of our l e t t e r s : 

"These checks were r ece ived by us i n the r e g u l a r 
course of b u s i n e s s on December 19, 1930, f rom the Ci ty 
Nat iona l Bank, Miami, F l o r i d a , and were on t h a t d a t e charged 
i n our t r a n s c r i p t of t h e T r e a s u r e r ' s account and c r e d i t e d to 
the r e s e r v e account of t h e City Nat iona l Bank, which bank 
suspended December 22nd. 

Immediately fo l lowing t h e suspens ion of t h e 
Ci ty Na t iona l Bank we a p p l i e d t h e e n t i r e ba lance t o i t s 
c r e d i t on our books i n i t s r e s e r v e account i n p a r t i a l payment 
of i t s indeb tedness to u s , t he amount of which indeb tedness 
g r e a t l y exceeded the amount of t h e ba lance so a p p l i e d , con-
sequen t ly we cannot now, a s . r e q u e s t e d by you, charge t h e 
amount of t h e s e checks to t h a t ba lance wi thout l o s s t o o u r s e l v e s . 

We f e e l conf iden t t h a t you do not expect us to 
t a k e such a c t i o n , and the checks a r e r e t u r n e d t o you f o r 
such d i s p o s i t i o n as you deem p r o p e r . " 

Without conceding to the Treasury any r i g h t t o 
d e c l i n e payment of t he se checks f o r t h e reasons he has 
a s s igned and wi thout e s t a b l i s h i n g any p r e c e d e n t , we w i l l 
endeavor t o o b t a i n the consent of t h e Receiver of t h e Ci ty 
Na t iona l Bank to permi t us to reduce the r e s e r v e ba lance 
we have a p p l i e d i n p a r t i a l payment of t h e indeb tedness of 
h i s t r u s t t o u s , and r e t u r n to him f o r such d i s p o s i t i o n as 
c i rcumstances wa r r an t , a l l the checks, e igh t i n number 
amounting t o $903.27, which have been the s u b j e c t of some of 
our correspondence w i th the T r e a s u r e r . Such a c t i o n can now 
be taken wi thou t apparent r i s k of l o s s t o us because t h e 
indebtedness of t h e Ci ty Nat ional Bank has been ve ry m a t e r i a l l y 
reduced, and we t r u s t our c o l l a t e r a l w i l l be s u f f i c i e n t t o 
pay i t i n f u l l . 
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Our correspondence wi th the Treasure r concerning 
t h e s e and. o the r checks, payment of which lie has d e c l i n e d 
because of suspension of the banks i n which t h e s e were 
depos i t ed by t h e payees , has been very u n s a t i s f a c t o r y . We 
have endeavored t o ge t him t o d e f i n e or agree as t o our 
p o s i t i o n , when as F i s c a l Agent of the United S t a t e s we pay 
checks drawn on him. We have asked whether such payment i s 
f i n a l u n l e s s some i n f i r m i t y e x i s t s i n the i n s t rumen t s them-
s e l v e s , or t h a t have been f r a u d u l e n t l y i s s u e d or n e g o t i a t e d , 
or the b a l a n c e to t h e c r e d i t of t h e drawer i s i n s u f f i c i e n t . 
We have f u r t h e r endeavored t o ge t t he Treasure r t o s t a t e 
whether , except i n one of the cases named payment of Treasury 
checks w i l l be p r o t e c t e d by him a t l e a s t to the ex t en t t h a t 
no l o s s through such payment would be e n t a i l e d on u s . We have 
been u n s u c c e s s f u l i n our e f f o r t s to get such committments 
from t h e T r e a s u r e r , a l though we f e e l t h a t i n a l l f a i r n e s s 
such i n q u i r i e s should be s p e c i f i c a l l y answered and such 
committments made, a l l t o the end t h a t we may w i t h c e r t a i n t y 
as t o our p o s i t i o n handle h i s accoun t . 

The s u b j e c t ma t t e r of such correspondence has been 
handled t o conc lus ion by t h e Treasure r wi thout sugges t ions 
from him as to our s p e c i f i c i n q u i r i e s and our s p e c i f i c r eques t 
f o r a s p e c i f i c s ta tement of Treasury p o l i c y . I f you can a i d 
u s i n g e t t i n g such p o l i c y as i s covered by our i n q u i r i e s 
d e f i n i t e l y f i x e d , i t w i l l be g r e a t l y a p p r e c i a t e d . In t h e 
absence of the f i x i n g of such p o l i c y each t r a n s a c t i o n must 
be handled wi thout r ega rd t o Treasury p o l i c y on the p o i n t s 
i nvo lved , and may lead t o t h e n e c e s s i t y of our f i x i n g a genera l 
p o l i c y as t o hand l ing Treasury checks and w a r r a n t s . T h i s , we 
would r e g r e t . 

I am g lad t h a t the p r e s e n t checks a r e small i n 
amount, t h a t the payees a r e e n t i t l e d to every c o n s i d e r a t i o n , 
t h a t our own p o s i t i o n i s such t h a t we may handle them i n 
accordance w i t h your w i shes . 

I t w i l l be f o r t u n a t e i f t h e s e checks l ead to a 
c l e a r i n g up of our o b l i g a t i o n and r e s p o n s i b i l i t y i n t h e 
ma t t e r of hand l ing Treasury checks . 

Very s i n c e r e l y you r s , 

(SOD) E. E. Black 
Governor 

Hon. Ogden L. M i l l s 
Undersec re ta ry of the Treasury 
Washington, D. C. 
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January 29 j 1931. 

My dear Governor: 

There i s a t t a c h e d h e r e t o a copy of a l e t t e r r e c e i v e d 
by t h e S e c r e t a r y of the Treasury from Mr. I saac L. Reisman, 
Miami, F l o r i d a , t oge the r wi th a copy of t h e enc losu re s d i s c u s s i n g 
two p o l i c y l o a n checks i n t h e amounts of $253.76 and $110.67, 
drawn on t h e Treasure r of the United S t a t e s , depos i t ed "by 
Mr. Reisman i n t h e City Nat ional Bank of Miami, F l o r i d a , p r i o r 
to i t s suspens ion , the proceeds the reof having been a p p l i e d "by 
the F e d e r a l Reserve Bank of A t l a n t a i n r e d u c t i o n of t h e i n so lven t 
hank ' s i n d e b t e d n e s s . 

As we unders tand i t a l l F l o r i d a "banks axe agen t s f o r 
c o l l e c t i o n of out of town i tems depos i t ed u n t i l c o l l e c t i o n i s 
e f f e c t e d . Edwards v . Lewis, 124 Southern 746. The agency r e l a t i o n -
s h i p cont inued u n t i l t h e Miami "bank r e c e i v e d t h e proceeds from 
i t s subagent . Commercial Bank of Pennsylvania v . Armstrong 148 
U.S. 50. Where an. agent makes a d e p o s i t even i n h i s own name, 
of funds be long ing t o h i s p r i n c i p a l , the bank a l though unaware of 
-the b e n e f i c i a l ownership of such depos i t cannot o f f s e t such depos i t 
a g a i n s t an indeb tedness owing by such agent -to t h e bank, where t h e 
bank has not a l t e r e d i t s p o s i t i o n or extended any a d d i t i o n a l c r e d i t 
i n r e l i a n c e or f a i t h upon the s u p p o s i t i o n t h a t t h e d e p o s i t i n f a c t 
belonged to t h e a g e n t . C i t i z e n s & Southern Bank v . Fay gam 21 Fed. 
2d 998; Swif t & Co. v . Hammond 22 Fed. 2d 166; Fu l t on Nat iona l 
Bank v . Hozier 295 Fed. 511; Bank of Metropol is v . Mew England 
Bank 1 How. 234 and 6 How. 212; Wilson v . Smith 8 How. 763. 

I t t hus appears t h a t Mr. Reisman owns t h e p roceeds of t he se 
two checks u n l e s s the Miami bank pe rmi t t ed wi thdrawals a g a i n s t 
t h e i r d e p o s i t , which does not appear to be the c a s e , or u n l e s s t h e 
Fede ra l Reserve Bank a f t e r the r e c e i p t of these i tems changed i t s 
p o s i t i o n to i t s d e t r i m e n t . Ho in fo rma t ion as t o t h i s f e a t u r e i s 
conta ined i n t h e f i l e . 

In view of the f i n a n c i a l c o n d i t i o n of t h i s v e t e r a n , as 
i n d i c a t e d by h i s l e t t e r , i t was thought b e s t t o r e f e r t h i s ma t t e r 
t o your bank d i r e c t l y w i t h a r eques t t h a t i t be examined by your 
counsel t o make sure t h a t no i n j u s t i c e has been done Mr. Reisman. 
May we r e q u e s t an e a r l y r e p l y s e t t i n g out the f a c t s and the p r i n -
c i p l e s of law r e l i e d , upon by the Federa l Reserve Bank i n 
apply ing t h e proceeds of t he se two i tems i n r e d u c t i o n of the 
i n s o l v e n t b a n k ' s indebtedness? 

Yours very t r u l y , 
OGDEN L. MILLS, 

Undersecre ta ry of t h e Treasu ry . 
E. R. Black , E s q . , 
Governor, Fede ra l Reserve Bank, 
A t l a n t a , Georgia . 
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845 S. W. 10 th Ave . , 
Miami, F l o r i d a . 

January 17, 1931. 

Hon. Mr. Andrew W. Mellon, 
Sec re t a ry of the T r e a s u r e r , 
Washington, B . C . 

S i r : 

May I a s k your k ind indu lgence , and i f a t a l l p o s s i b l e i f you can do 
anyth ing f o r me i n t h i s ca se , i t r i l l be g r e a t l y a p p r e c i a t e d . 

I am a d i s a b l e d war v e t e r a n , and have been out of work f o r s e v e r a l months, 
and as a l a s t r e s o u r c e , I a r ranged f o r a loan on my government insurance 
p o l i c i e s , checks f o r which were i s sued me on December 15. I depos i t ed 
these checks i n the Ci ty Na t iona l Bank of Miami, F l o r i d a , on December 17. 
On Monday, December 22, the City Nat iona l Bank of Miami, f a i l e d t o open 
i t s doors f o r b u s i n e s s . I immediately wired the Veterans Bureau a t Wash-
ing ton , a sk ing them to s top payment on t h e s e checks. In r e p l y t o my w i r e , 
I r ece ived a l e t t e r from the Veterans Admin i s t r a t i on , da ted December 23. 
a copy of which you w i l l f i n d i n c l o s e d . I a l s o r ece ived a communication 
from t h e Treasure r Department, Washington, of which you w i l l a l s o f i n d 
a copy i n c l o s e d , i n which they advised me they had stopped payment on 
t he se cheeks. On January 8 , I r ece ived another communication from the Treas -
u r e r y Department, copy a l s o i n c l o s e d , adv i s ing t h a t t h e Fede ra l Reserve Bank 
of A t l a n t a , i n s i s t e d upon the Treasury Department paying t h e s e checks and 
they d i d , a l though they had a l r eady stopped payment on them, and i n s p i t e 
of t h e f a c t t h a t I wrote Mr. W.O. Woods of the Treasury Department, t h a t 
I t r i e d to c o l l e c t the money f o r the checks on Saturday , December 20, 
and the Ci ty Na t iona l Bank of Miami advised they could not pay them u n t i l 
they had c l e a r e d , and up u n t i l t h a t time they had not c l e a r e d . 

I t seems to me t h a t t h e Federa l Reserve Bank i n A t l a n t a took advantage 
of the f a c t t h a t the checks i n ques t ion were i s s u e d on t h e government, 
o therwise they would not have i n s i s t e d upon the payment of t h e checks. I 
know t h i s to be the f a c t , because checks drawn on i n d i v i d u a l s t h r u i n -
d i v i d u a l banks a r e not f o r c e d to pay checks t h a t have been s topped. 

I am appea l ing to you only because I am i n d i r e need- am s t i l l out of work 
and have a w i f e and baby to t ake ca re o f . I f i t were not f o r t h i s , would 
not t h i n k of worrying you or t a k i n g up your time w i th my t r o u b l e s . 

Thanking you f o r your i n t e r e s t , and awa i t ing your a d v i c e s , I am, 

R e s p e c t f u l l y your s , 

(Sgd.) I saac L. Reisman 
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WASHINGTON 

January 8 , 1931 < 

O f f i c e of 
Treasure r of the United S t a t e s 
In r e p l y i n g quote i n i t i a l s 

AWS-C 

Mr. I s aac L. Heisman 
845 S. W. 10 th Avenue, 
Miami, F l a . 

S i r : 

Fu r the r r e f e r e n c e i s made to checks No. 48,483 and No. 48,484 bo th dated 
December 15, 1930, drawn on t h e Treasurer of the United S t a t e s t o your 
order f o r $110.67 and $253.76, r e s p e c t i v e l y , by W. A. Minnis , symbol 
99126, upon which s toppage was reques ted because of t h e f a i l u r e of the Ci ty 
Na t iona l Bank, Miami, F l o r i d a . 

As you were adv i sed "by o f f i c e l e t t e r of December 23, payment was suspended 
when the checks were p r e sen t ed and the checks were r e t u r n e d t o the Federa l 
Reserve Bank of A t l a n t a f o r t r a n s m i t t a l through i n d o r s e r s t o t h e r e c e i v e r 
of t h e f a i l e d bank f o r d e l i v e r y t o you i f t he c i rcumstances warranted such 
a c t i o n . 

The checks have been r e tu rned t o t h i s o f f i c e by the Fede ra l Reserve Bank, 
which s t a t e s i t s p o s i t i o n as f o l l o w s : 

"These checks were r ece ived by us i n the r e g u l a r 
course of bus ines s on December 19, 1930, from t h e Ci ty 
Na t iona l Bank, Miami, F l o r i d a , and were on t h a t d a t e 
charged i n our t r a n s c r i p t of t h e T r e a s u r e r ' s account 
and c r e d i t e d to the Reserve account of the Ci ty Na t iona l 
Bank which bank suspended December 22nd. 

"Immediately fo l l owing the suspension of t h e Ci ty 
Na t iona l Bank we app l i ed the e n t i r e ba lance t o i t s c r e d i t 
on our books i n i t s r e s e r v e account i n p a r t i a l payment 
of the indebtedness to us , t h e amount of which indebtedness 
g r e a t l y exceeds the amount of the ba lance so a p p l i e d , 
consequent ly we cannot now, as r eques t ed by you, charge 
t h e amount of t h e s e checks to t h a t ba lance wi thout l o s s 
t o o u r s e l v e s . " 

The Federa l Reserve Bank has been advised t h a t , i n view of i t s p o s i t i o n , 
t h e proceeds of the checks a r e be ing p a i d t o i t , b u t , i f t h e payee of the 
checks i s shown to be e n t i t l e d to the proceeds as a g a i n s t t h a t bank i t 
w i l l be expected to make proper ad ju s tmen t . 

R e s p e c t f u l l y , 

COPY 
TBMSUBY DBi'ASTMENT 

(Sgd.) J.O.Woods 
Treasu re r Digitized for FRASER 
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O f f i c e of the 
Treasurer of t h e United S t a t e s 

In r e p l y i n g quote i n i t i a l s : A 7 S - C 

TREASURY DEPARTMENT 

WASHINGTON 

DECEMBER 23, 1930 

Mr. I saac L. Reisman, 
845 S.W. 10th Avenue, 
Miami, F l a . 

S i r : 

With r e f e r e n c e to l e t t e r from United S t a t e s Veterans 
Bureau, da ted December 23, 1930, r e q u e s t i n g stoppage of payment on 
check No. 48483, 48484 dated December 15, 1930 and December 
15, 1930, drawn on t h i s o f f i c e to your order f o r $110.67 and $253.76, by 
W. A. Minnis , symbol No. 99126, f o r t h e reason t h a t t h e C i ty Nat iona l Bank, 
Miami F l o r i d a , i n which you depos i t ed the i t em, subsequent ly f a i l e d t o 
open i t s door s , you a r e advised t h a t t he check was p r e s e n t e d f o r payment 
today . Payment was suspended and the check r e t u r n e d t o t h e Fede ra l Re-
serve Bank, A t l a n t a , Georgia , f o r t r a n s m i t t a l through the i n d o r s e r s t o 
the r e c e i v e r of the f a i l e d bank f o r d e l i v e r y t o you i f t h e c i rcumstances 
warrant t h i s a c t i o n . 

I t should be c l e a r l y unders tood t h a t t h e f a i l u r e of a bank i n which a 
check has been depos i t ed and c r e d i t e d i n t h e d e p o s i t o r s account i s not 
s u f f i c i e n t r ea son f o r s toppage of payment. I f the i n d o r s e r s of t h i s 
check i n s i s t , i t w i l l be necessary f o r the Treasure r t o pay i t . 

R e s p e c t f u l l y , 

W. 0 . WOODS 

T r e a s u r e r . 

Countersigned 

Chief Accounting D iv i s ion 

Ac-153 
B:CEM 
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VETEEAJTS AD14INISTRATIQN 

UNITED STATES VETERANS BUREAU 

WASHINGTON 

December 23, 1930. 

In Reply Refe r t o : DCC-A 

k-244,299 
K-572,097 

Mr. I s a a c L< Reisman, 
845 Si Ift 10 th Avenue, 
Miami, F l o r i d a . 

Dear S i r ; 

This Bureau i s i n r e c e i p t of your te legram of December 
22, 1930, a d v i s i n g t h a t Po l i cy l o a n checks Nos. 48483 and 
48484, da t ed December 15, 1930, f o r $110.67 and $253.76, 
r e s p e c t i v e l y , symbol No. 99126, were depos i t ed i n a Miami 
"bank p r i o r t o i t s f a i l u r e . 

Your t e l eg ram has t h e r e f o r e "been r e f e r r e d t o t h e Treas -
u r e r of the United S t a t e s , i n o rder t h a t s toppage of payment 
may "be p l aced upon the se checks as r e q u e s t e d . 

For t h e d i r e c t o r , 

Harold W. B r e i n i n g , 

A s s i s t a n t Director-Gr 
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Ju ly 16,1920. 

x - igdo 

Sub jec t : Cashing Government Warrants and Checks Brawn 
on the Treasurer of the United S t a t e s f or 
Disburs ing O f f i c e r s , 

Dear S i r : -

R e f e r r i n g to the Board 's l e t t e r of June ~J, 1920, 

X-I94U, on the sub jec t of "Comments by the Foderal Reserve 

Board on recomznandations made by Governors of Federal Reserve 

Banks a t t h e i r conference with the Federal Reserve Board, 

Apr i l 7 th-10th , I92O", and v i t h p a r t i c u l a r r e f e r e n c e t o the 

d i scus s ion by the Board of Topic 4, "Cashing Government 

ra.r r a n t s and checks dravm on the Treasurer of the United 

S t a t e s f o r d i sbu r s ing o f f i c e r s " , one cf the Federal Reserve 

Banks has made inqui ry as t o the p r o t e c t i o n a f f o r d e d a Federal 

Reserve Bank, by t e l eg raph ing t o the Treasurer of the United 

S t a t e s a s t o whether or not the balance t o the c r e d i t of a 

p a r t i c u l a r d i s b u r s i n g o f f i c e r i s s u f f i c i e n t t o meet h i s check 

p resen ted fo r payment a t the Federal Baserve Bank, i n t he event 

t h i s d i s b u r s i n g o f f i c e r has o ther checks ou t s tand ing which might 

be presented a t T?asjiington f o r payment p r i o r t o r e c e i p t by the 

Treasurer of the check cashed by the Federal Reserve Bank and 

which would exhaust h i s balance ? i t h the Treasurer of t h e United 
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S t a t e s . There i s quoted bale.? r ep ly rece ived froze A s s i s t a n t Treasurer 

of the United S t a t e s wi th r e f e r e n c e t o t h i s i n q u i r y : 

" In compliance with your r eques t of Ju ly 12, the fo l lowing i s 
submitted r e l a t i v e t o the methods used i n r e s e r v i n g s u f f i c i e n t balance 
i n the account of a d i s b u r s i n g o f f i c e r t o make payment on a check which 
has been c e r t i f i e d to a Federal r e se rve bank r e q u e s t i n g i n fo rma t ion 
a s t o s u f f i c i e n t funds t o make payment t he reon . 

"fihen such r eques t i s r ece ived from a Federal r e s e r v e bank, 
n o t a t i o n of the amount of such check i s made on t h e l e d g e r account 
of the d i s b u r s i n g o f f i c e r and t h a t p a r t of the balance i s he ld i n 
r e s e r v e t o meet t h e check. 

"If t he T r e a s u r e r f s o f f i c e r , subsequent t o t h e t e l e g r a p h i c advice 
given Federal r e s e r v e banks, should r e c e i v e checks from o t h e r sources 
which would not l e a v e a s u f f i c i e n t balance i n the o f f i c e r ' s account 
t o meet the check which has been c e r t i f i e d t o a Federal r e s e r v e bank, 
payment on checks received from o ther sources would be r e f u s e d and 
the Federal r e s e r v e bank, paying upon the T r e a s u r e r ' s t e l e g r a p h i c 
adv ice , would be thoroughly p r o t e c t e d . 

"This work has bean thoroughly systemized so t h a t t hese c e r t i -
f i c a t i o n s a r e fol lowed up and i f , f o r any reason, the bank r e q u e s t i n g 
the c e r t i f i c a t i o n of the check does not p r e s e n t i t i n due course, t he 
ma t t e r i s a d j u s t e d by correspondence with t h e bank. In o the r words, 
the Federal r e s e r v e bank t h a t pays on t e l e g r a p h i c adv ice t h a t ba lance 
i n o f f i c e r ' s account i s s u f f i c i e n t , i s a s thoroughly p r o t e c t e d a s i f 
t h e check were p resen ted and immediately charged i n the account of 
the d rawer . " 

Very t r u l y yours , 

A s s i s t a n t Sec re t a ry 

To Governors of a l l F.R. Banks except Kansas City 
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FEDERAL RESERVE BAM 

of Hew York 

December 15, 1920. 

Dear Mr. G i l b e r t : 

On v a r i o u s occas ions i n the p a s t we have d i scussed w i t h your o f f i c e , "both 
o r a l l y and i n w r i t i n g , c e r t a i n phases of our ope ra t i ons i n cash ing f o r our member 
"banks checks and war ran t s drawn on the Treasure r of t h e United S t a t e s . 

Under the p r e s e n t p r a c t i c e , as de f ined "by the terms of our c i r c u l a r to a l l 
of our member banks , i tems drawn on t h e Treasurer a r e r e c e i v e d "by us f o r immediate 
c r e d i t and a v a i l a b i l i t y , t h a t i s they a r e cashed, "but w i th the unders tand ing t h a t 
t h e Federa l Reserve Bank r e s e r v e s the r i g h t a t any time and u n q u a l i f i e d l y t o charge 
back to the account of t h e member bank i tems r e t u r n e d by t h e T r e a s u r e r . Accord-
i n g l y , whenever an i t em i s r e tu rned by the T r e a s u r e r , t h e Fede ra l Reserve Bank 
c r e d i t s h i s account and charges the account of the member bank, r e g a r d l e s s of the 
r eason f o r which t h e i tem i s r e tu rned and r e g a r d l e s s of t h e l e n g t h of time which-
may have t r a n s p i r e d s i n c e i t s payment. 

Our p r e s e n t c i r c u l a r and the p r a c t i c e now p r e v a i l i n g have bo th r e s u l t e d 
from the f a c t t h a t t h e Treasury Department has f o r y e a r s r e s e r v e d the r i g h t a t any 
t ime a f t e r payment of a check or warrant to r e t u r n i t f o r a r e f u n d i n t h e event 
t h a t i t should appear t h a t the endorsement has been fo rged or t h e f a c e of the check 
i n any way a l t e r e d . In some i n s t a n c e s i t appears t h a t twenty y e a r s have e lapsed 
between t h e t ime of payment and the t ime t h a t the Treasure r has r eques t ed the r e -
f u n d . I t i s because of t h i s custom of the Treasurer t h a t t h e F e d e r a l Reserve Banks 
have i n the p a s t r e s e r v e d t h e r i g h t a t any time and u n q u a l i f i e d l y t o charge back 
to t h e account of a member bank any i tem r e t u r n e d by the T r e a s u r e r . 

As you a r e perhaps aware, banks handl ing Treasury checks have f o r some 
t ime p r o t e s t e d a g a i n s t t h e p r a c t i c e of t h e Treasury Department on t h e ground t h a t 
i t i s u n s c i e n t i f i c and u n b u s i n e s s l i k e , and even now, s i n c e the i naugu ra t i on of t h e 
Federa l Reserve Banks, when the g r e a t e r p a r t of t he se i tems i s c l e a r e d through the 
Federa l Reserve Banks, t h e member banks cont inue t o ob j ec t t o t h e p r a c t i c e which i s 
t h e b a s i s of t h e Reserve Bank's e x i s t i n g c i r c u l a r s . 

There i s no ques t i on t h a t the cour t s g e n e r a l l y s u s t a i n the r i g h t s of t h e 
drawee of a check to o b t a i n reimbursement, even a f t e r payment, i n t h e case of a 
fo rged endorsement or a l t e r a t i o n . That r i g h t , however, i s p r e d i c a t e d upon due or 
r easonab le ca re on the p a r t of t h e drawee i n d i s c o v e r i n g t h e f o r g e r y or a l t e r a t i o n . 
In o the r words, i f t he drawee h a s , by i t s own neg l igence , p r e j u d i c e d the r i g h t s of 
a forwarding or endors ing bank, the r i g h t of reimbursement does not a t t a c h . HtMle, 
t h e r e f o r e , t h e r e i s no doubt t h a t the Treasurer may, under cour t d e c i s i o n s , demand 
a r e fund i n t h e event a check or warrant pa id by him subsequent ly proves t o be 
f o r g e d or a l t e r e d , he may do so, t h e o r e t i c a l l y , only i f i t be shown t h a t h e , t h e 
T r e a s u r e r , has not been g u i l t y of any neg l igence caus ing a l o s s t o t h e endorsing 
bank. 

The s o l e ques t i on a t i s s u e i s whether t h i s Fede ra l Reserve Bank should 
agree v o l u n t a r i l y t o c r e d i t t o t h e Treasurer i tems r e t u r n e d by him a f t e r payment, 

(SOP? 
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Federa l Reserve Bank of New York j& Mr. G i l b e r t 12 .15 .20 

or Whether t h e F e d e r a l Reserve Bank, which i s not an endorser of t h e i tem "but mere-
l y an agent i n e f f e c t i n g i t s c o l l e c t i o n , should dec l ine to c r e d i t t h e T r e a s u r e r ' s 
account and agree t o accep t such r e tu rned i tems only f o r c o l l e c t i o n . This ma t t e r 
has "been cons idered by the o f f i c e r s of t h i s bank f o r some t ime and they a r e i n 
accord i n r ecogn iz ing t h e n e c e s s i t y of ma in ta in ing c o r r e c t b u s i n e s s p r a c t i c e s i n 
a l l of our t r a n s a c t i o n s w i t h the Treasury Department so f a r a s t h a t i s c o n s i s t e n t 
w i t h the more or l e s s i n t i m a t e r e l a t i o n s between t h a t Department and t h i s bank. 
We b e l i e v e t h a t we should n o t , by c i r c u l a r , r u l i n g or o the rwi se , under t ake t o pass 
i n advance upon the m e r i t s of a con t roversy which i n r e a l i t y i nvo lves only the 
Treasure r and the member bank f o r which we a c t as a c o l l e c t i n g a g e n t . An agreement 
by us to c r e d i t t h e T reasu re r i n a l l even t s , r e g a r d l e s s of t h e u l t i m a t e de te rmina-
t i o n of t h e ques t i on whether or not the Treasure r has been n e g l i g e n t , would, i n 
subs tance , be a v o l u n t a r y a c t i o n on our p a r t based upon a mere assumption t h a t the 
m e r i t s of t h e con t roversy a r e on t h e T r e a s u r e r ' s s i d e . 

While we have a s i n c e r e d e s i r e t o coopera te wi th t h e Treasury Department i n 
every way c o n s i s t e n t w i t h the p r a c t i c e s and usages of b u s i n e s s , vre a r e of the opin-
i o n t h a t i tems r e t u r n e d by t h e Treasure r on account of i r r e g u l a r i t i e s i n s i g n a t u r e , 
f i l l i n g , a l t e r a t i o n s , e t c . , should be accepted by t h e Fede ra l Reserve Bank only as 
c o l l e c t i o n i t ems , and t h a t the account of t h e Treasure r should not be c r e d i t e d 
t h e r e f o r u n t i l payment has been r ece ived from t h e l a s t endors ing bank. We b e l i e v e 
t h a t t h i s procedure w i l l se rve only to p l a c e a l l p a r t i e s t o t h e t r a n s a c t i o n i n 
t h e i r normal and u s u a l r e l a t i o n w i t h o u t , a t the same t ime, d e p r i v i n g any of them 
of t h e r i g h t s or p r i v i l e g e s to which they a r e j u s t l y e n t i t l e d . In view of the 
f a c t , however, t h a t t h i s i s a m a t t e r upon which bo th the Treasury Department and 
t h e member banks should have ample n o t i c e i n advance, i t i s thought d e s i r a b l e 
t h a t the p r a c t i c e which we have i n d i c a t e d should not become e f f e c t i v e u n t i l 
January 1 , 1921. 

Very t r u l y you r s , 

(Signed) J . H. Case 

Act ing Governor 

Honorable S. P . G i l b e r t , J r . , 
A s s i s t a n t S e c r e t a r y of the Treasury , 
Washington, D. C. 
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December 21, 1920* 

Dear Mr. Case: 

J r e c e i v e d your l e t t e r of December 15, 1920, which Mr. Jay 
handed, me on Sa turday , as t o t h e T r e a s u r e r ' s charging hack f o r g e d 
and r a i s e d checks f o r which "banks have r ece ived immediate c r e d i t 
through the T r e a s u r e r ' s account . As I expla ined to Mr. J a y , t h e 
ch ie f compl ica t ion t h a t e n t e r s i n t o t h i s ques t ion i s t h a t t h e Treas-
u r e r ' s account i s invo lved . The Treasurer i s a "bonded p u b l i c o f f i c e r 
and n a t u r a l l y wishes t o r e s e r v e the r i g h t t o charge "back, and t h e r e -
by c l ean out of h i s account , forged or r a i s e d i tems which have been 
charged a g a i n s t h i s account sub jec t to f i n a l payment by him. His 
p o s i t i o n i s t h a t t h e charging back merely r e s t o r e s the bank p r e s e n t -
ing t h e check to the same p o s i t i o n as i f i t had not r e c e i v e d t h e 
o r i g i n a l c r e d i t . As you know, fo rged indorsements and r a i s e d 
checks s tand on q u i t e a d i f f e r e n t b a s i s ; f o r example, f rom checks 
to which the d r a w e r ' s s i g n a t u r e i s f o r g e d , and even though a long 
t ime has e l a p s e d , t h e Treasurer can r ec l a im upon d i s c o v e r i n g 
t h e fo rged indorsement or t h e r a i s i n g . From t h e T r e a s u r e r ' s p o i n t 
of view, t h e r e f o r e , t he ques t ion i s not an easy one, f o r t o t r e a t * 
r e t u r n e d r a i s e d or fo rged i tems as c o l l e c t i o n i tems may, a t t he 
l e a s t , throw upon t h e Treasure r the s u b s t a n t i a l burden of i n s t i t u t i n g 
l i t i g a t i o n to r e c o v e r . Ca re fu l c o n s i d e r a t i o n i s be ing g iven t o the 
problem and you w i l l be f u r t h e r advised i n the course of a few weeks 
a t t h e most . 

In t h i s connec t ion , I ought to say t h a t I am not q u i t e c l e a r 
whether your l e t t e r of December 15th means t o t a k e t h e p o s i t i o n 
t h a t on and a f t e r Januaiy 1 , 1921, r e t u r n i tems of t h i s c h a r a c t e r 
cannot be charged back by t h e Treasurer bu t mast be t r e a t e d as c o l -
l e c t i o n i t e m s . I do not b e l i e v e t h a t such a p o s i t i o n would be 
t enab le u n t i l you have had the T r e a s u r y ' s a s s e n t . A f t e r a l l , t h e 
-question concerns charges i n the T r e a s u r e r ' s account , and t h e Treas -
u r e r has not consented to t h e charges i n the f i r s t i n s t a n c e except 
s u b j e c t t o f i n a l payment by him. The c i r c u l a r s under which you 
c o l l e c t checks f o r member banks recognize t h i s c o n d i t i o n . 

Tory t r u l y y o u r s , 

(Signed) S. P . G i l b e r t , J r . 

J . H. Case, E s q . , 
Act ing Governor, 
Federa l Reserve Bank, 
New York, N. Y. 
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kHDBRAL BESERVE BASK 

OF -HEW TOEK 

December 23, 1930. 

Dear Mr. G i l b e r t : 

I have r ead wi th a g r e a t dea l of i n t e r e s t your l e t t e r of 
December 21, i n r e p l y t o mine of December 15, r e l a t i n g t o t h e method 
of hand l ing i tems r e t u r n e d by the Treasurer on account of f o r g e r y , 
a l t e r a t i o n , e t c . 

You s t a t e , among o ther t h i n g s , t h a t fo rged indorsements 
and r a i s e d checks s t and on q u i t e a d i f f e r e n t b a s i s f rom checks to 
which the d r a w e r ' s s i g n a t u r e i s fo rged and t h a t even though a long 
time may have e l a p s e d , the Treasure r can r e c l a i m upon d i s c o v e r i n g 
t h e fo rged indorsement or the r a i s i n g . That s t a t emen t , I t ake i t , 
i s only p a r t l y t r u e , s i n c e t h e r i g h t of t h e Treasu re r t o r e c l a i m i n 
such a case e x i s t s only i f i t can be shown t h a t the l a s t i n d o r s i n g 
bank has s u f f e r e d no l o s s through neg l igence of t h e Treasu re r i n 
d i s c o v e r i n g the d e f e c t and i n making c la im thereupon. I t was t o 
t h i s f e a t u r e of t h e ma t t e r t h a t I made p a r t i c u l a r r e f e r e n c e i n my 
l e t t e r of t h e 15 th , s i n c e i t seems t o u s , as s t a t e d i n t h a t l e t t e r , 
t h a t i f we should g ive t h e Treasurer immediate c r e d i t upon any i tem 
r e t u r n e d , r e g a r d l e s s of the r ea son or the c i rcumstances under which 
r ec lamat ion i s r e q u e s t e d , t he Federa l Reserve Bank w i l l , i n e f f e c t , 
be de te rmining a c o n t r o v e r s i a l ques t ion of law, namely whether or 
not the Treasu re r has been n e g l i g e n t , i n an i s s u e t h a t i nvo lves s o l e l y 
the Treasure r and the i n d o r s i n g bank. I t i s , of cou r se , recognized 
t h a t i f we t r e a t r e t u r n e d i tems of t h i s c h a r a c t e r as c o l l e c t i o n items 
i t may "throw upon t h e Treasure r the s u b s t a n t i a l burden of i n s t i t u t i n g 
l i t i g a t i o n to r e c o v e r , " but we do not b e l i e v e t h a t t h a t i s a burden 
which we should v o l u n t a r i l y a s s i s t the Treasurer i n s h i f t i n g e lsewhere , 
inasmuch as h e , l i k e any o the r drawee of a check i n s i m i l a r c i rcumstances , 
i s the p roper p a r t y to i n s t i t u t e the l i t i g a t i o n . 

However, t h e s e m a t t e r s a r e ones which were d i s cus sed much more 
f u l l y i n my l e t t e r of December 15, and I need not r e p e a t them now. 

I do f e e l , however, w i th r e f e r e n c e t o the con t en t s of t h e l a s t 
paragraph of your l e t t e r t h a t wh i l e , a s you say , the T reasu re r may not 
have consented t o our charging h i s account i n t h e f i r s t i n s t a n c e "except 
s u b j e c t t o f i n a l payment by h im," t h a t i s a ma t t e r which cannot determine 
the m e r i t s of the i s s u e now r a i s e d , nanely whether we shou ld , as a mat te r 
of p r i n c i p l e , g ive t h e Treasure r immediate c r e d i t f o r r e t u r n e d i t ems , or 
whether we should t r e a t such i tems s o l e l y as c o l l e c t i o n i t e m s . I t i s 
admit ted t h a t the Treasu re r can r e q u i r e u s not t o charge h i s account 
immediately i n the f i r s t i n s t a n c e f o r checks and war ran t s drawn upon him 
t h a t a r e p r e s e n t e d to us f o r payment, and we would n o t , of course , make 
such an immediate charge wi thout h i s consent . Although i t would seem t o 
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Fede ra l Reserve Bank of New York 2 Mr. G i l b e r t 12 .33 .20 

"be most u n f o r t u n a t e i f t h e Treasure r should not permit us t o "cash" i tems 
drawn upon him, n e v e r t h e l e s s , even i f he should not do so , t h e r e i s no 
ques t ion of our r i g h t t o r e c e i v e Treasury i tems from our member banks f o r 
c o l l e c t i o n , j u s t a s we now r e c e i v e i tems drawn upon any o the r bank or 
banker . I f t h a t i s done, I t h i n k you w i l l agree t h a t we could p r o p e r l y 
d e c l i n e to g ive t h e T reasu re r immediate c r e d i t f o r i tems r e t u r n e d by him 
A f t e r we had once e f f e c t e d t h e i r c o l l e c t i o n , and t h a t we cou ld , i n t u r n , 
t r e a t such r e t u r n e d i tems as c o l l e c t i o n i t ems , r e g a r d l e s s of the wishes 
of t h e T r e a s u r e r , 

In view of a l l t h e c i rcumstances t o which we have adver ted i n 
t h i s and our e a r l i e r l e t t e r , we f e e l cons t r a ined on and a f t e r January 1, 
1921 to r e c e i v e i tems of the c h a r a c t e r i n ques t i on , r e t u r n e d by the 
T r e a s u r e r , s o l e l y a s c o l l e c t i o n items and t o g ive c r e d i t t o t h e Treasurer 
f o r those r e t u r n e d i tems only when payment i s r ece ived by us from our 
i n t e r e s t e d member bank. 

In conc lus ion I should say t h a t we w i l l con t inue as i n the pas t 
t o "cash" checks emd .warrants drawn on the Treasure r when p r e s e n t e d t o us 
f o r payment u n l e s s we a r e express ly advised not to do so . 

Very t r u l y y o u r s , 

(Signed) J . H. CASE, 

Act ing Governor. 

Honorable S. P . G i l b e r t , J r . , 
A s s i s t a n t S e c r e t a r y of the Treasury , 
Washington, D. C. 
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December 29, 1920. 

Dear Mr. Case: 

I r e c e i v e d your l e t t e r of December 23, 1920, which Mr. 
Har r i son handed me on F r i d a y , as t o c e r t a i n c l a s s e s of r e t u r n e d 
i t e m s , and no te your s ta tement t h a t t h e Federa l Reserve Bank f e e l s 
cons t r a ined on and a f t e r January ,1, 1921, t o r e c e i v e i tems r e tu rned 
"by t h e T reasu re r on account of f o r g e r y , a l t e r a t i o n , and t h e l i k e , 
s o l e l y as c o l l e c t i o n i tems and to g ive c r e d i t t o t h e T rea su re r f o r 
such r e t u r n e d i tems only when payment i s r ece ived by t h e Fede ra l 
Reserve Bank from t h e member hank a f f e c t e d . The Treasury does not 
a s sen t t o t h e p o s i t i o n which your l e t t e r t akes as to r e t u r n e d i t ems , 
f o r the r easons a l r e a d y i n d i c a t e d i n my e a r l i e r l e t t e r s , i n c l u d i n g 
t h e l e t t e r s r e l a t i n g t o t h e l i t i g a t i o n i n s t i t u t e d by t h e C los t e r 
Nat iona l Bank. 

The q u e s t i o n a t i s s u e d i r e c t l y concerns t h e gene ra l account 
of t h e T reasu re r of the United S t a t e s , a "bonded p u b l i c o f f i c e r , 
and h i s r e l a t i o n s w i t h a l l o the r d e p o s i t a r i e s of p u b l i c moneys. 
The procedure now i n e f f e c t i s wel l e s t a b l i s h e d and under t h e gen-
e r a l Treasury r e g u l a t i o n s governing d e p o s i t s of p u b l i c moneys ap-
p l i e s t o a l l F e d e r a l Reserve Banks and n a t i o n a l bank d e p o s i t a r i e s . 
The ques t ion p r e s e n t e d , t h e r e f o r e , must r e c e i v e t h e T r e a s u r y ' s most 
c a r e f u l c o n s i d e r a t i o n , and cannot be decided by a two weeks ' n o t i c e 
from one Fede ra l Reserve Bank. I t i s a ques t ion which mast be de-
c ided on i t s m e r i t s , and not by u l t imatum. I have had t h e ma t t e r 
under d i s c u s s i o n w i t h the Treasurer f o r some t ime, and i n view of 
your l e t t e r s of December 15 th and 23rd have r e f e r r e d i t t o him 
f o r f u r t h e r a t t e n t i o n and r e p o r t t o t h i s o f f i c e . Pending a de-
c i s i o n , I assume t h a t t he Federa l Reserve Bank of Hew York w i l l 
cont inue t o fo l l ow t h e procedure now i n e f f e c t even a f t e r January 
1 , 1921. 

Very t r u l y y o u r s , 

(Signed) S . P . G i l b e r t , J r . 

J . H. Case, E s q . , 
Act ing Governor, 
Federa l Reserve Bank, 
New York, H. Y. 

SPGiWAM 
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X-3047 

February 15, 1921 

SUBJECT: Returned Treasury Items. 

Dear S i r : 

There i s enclosed he rewi th copy of a 
l e t t e r from A s s i s t a n t Sec re t a ry of the Treasury 
G i l b e r t to the Deputy Governor of the Fede ra l 
Reserve Bank of New York, g iv ing the method of 
p rocedure i n connect ion wi th items drawn on the 
T r e a s u r e r of the United S t a t e s , p a i d by the 
Fede ra l Reserve Bank of New York, and forwarded 
t o the Treasu re r , and subsequent ly found t o have 
been r a i s e d , or to bear f o r g e d endorsements, e t c , 
and r e tu rned by the Treasure r to the Fede ra l 
Reserve Bank of New York, dhe Treasury adv i se s 
t h a t the Treasurer of the United S t a t e s . i s p r e -
p a r e d to extend t h i s p l a n to o the r Federa l 
Reserve Banks. 

Very t r u l y you r s , 

R. G. Emerson, 
A s s i s t a n t to Governor. 

Enclosure 

TO CHAIRMEN OF ALL FEDERAL RESERVE 
BANKS EXCEPT NEW YORK. 
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Such checks w i l l be r e t u r n e d with Form 6537, copies of which a r e 
enclosed, 

I h e n checks of c l a s s (2) a r e r e t u r n e d i t w i l l be s a t i s -
f a c t o r y t o the Treasury i f c r e d i t i n the T r e a s u r e r ' s account i s 
delayed by the Federa l Reserve Bank u n t i l adv ice i s r ece ived from 
the member bank t h a t the i tern h a s been c red i ted. Such checks w i l l 
be r e tu rned with Form 6536, copies of which a r e enclosed. I t i s un -
de r s tood , however, as s t a t e d i n Mr. H a r r i s o n ' s l e t t e r of January 15, 
1921, t h a t the c i r c u l a r under which t h e Federa l Reserve Bsink of New 
York a c t s as c o l l e c t i n g agent f o r banks i n i t s d i s t r i c t wi th r e s p e c t 
to war ran t s and checks drawn on the Treasurer of the Uni ted S t a t e s 
w i l l cont inue to r e s e r v e i n f avor of the Federa l Reserve Bank the 
r i g h t a t any time to charge back i tems r e t u r n e d by the Treasu re r ; and 
the Treasury s t i l l r e se rves the r i g h t u l t i m a t e l y to i n s i s t upon c r e d i t 
i n such cases u n l e s s i t develops upon f u r t h e r i n v e s t i g a t i o n t h a t t he 
Treasure r h a s no t the r i g h t t o rec la im. 

Hhen checks of c l a s s (1) and (2) a r e r e t u r n e d t o the Federal 
Reserve Bank the T r e a s u r e r ' s o f f i c e w i l l charge the T r a n s i t Account 
- Adjustments of t h e Federa l Reserve Bank - and h o l d f u r t h e r a d j u s t -
ments i n the account i n suspense u n t i l t he T r a n s i t Account A d j u s t -
ments i tem i s c l e a r e d i n the t r a n s c r i p t of the Federa l Reserve Bank. 

When checks of c l a s s (o) a r e r e tu rned they w i l l be forwarded 
w i t h o t h e r i tems f o r c o l l e c t i o n and taken up when c r e d i t e d , w i th no 
i n t e r m e d i a t e charge on the books of the Treasu re r i n the account of 
the Federa l Reserve Bank. 

The Treasury w i l l on and a f t e r January 28, 1921, hand le 
these i tems i n the manner o u t l i n e d above, which I t h ink i s s u b s t a n -
t i a l l y i n accordance with the procedure s e t out i n the l e t t e r of Dec-
ember 30, 1920, to the B u f f a l o Branch. The r e g u l a t i o n s of the Treas -
u r y now i n e f f e c t governing the payment of Government war ran t s and 
checks , a s s e t f o r t h i n paragraphs 29-31 of Treasury Department C i r c u -
l a r No. 176, da ted December 31, 1919, w i l l cont inue i n e f f e c t . 

Very t r u l y your s , 

(Signed) S.P. GILBERT, J r . 

A ^ A s s i s t a n t S e c r e t a r y of the Treasury. 
v 

J.H. Case, Esq. , 
Deputy Governor, 
Federa l Reserve Bank, 
New York, N. Y. 
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January 27, 1921, 

Dear Mr. Case: 

I r e c e i v e d your l e t t e r of December 31, 1920, wi th f u r -
t h e r r e f e r e n c e to the ques t ion of i tems drawn on t h e Treasu re r 
of the Uni ted S t a t e s and r e tu rned by him to the I n d e r a l Reserve 
Banks, I have a l s o r ece ived a l e t t e r from Mr. Ha r r i son , da ted 
January 15, 1921, enc los ing a copy of a l e t t e r of December 30, 
1920, to the Manager of the l o c a l Branch a t B u f f a l o , which d e f i n e s 
t h e procedure under which i t i s proposed to handle i tems r e t u r n e d 
by the Treasure r , The ma t t e r i n ques t ion h a s been c a r e f u l l y con-
s i d e r e d by the Treasury and p a r t i c u l a r l y by the Treasure r of the 
Uni ted S t a t e s , whose account i s of course a f f e c t e d , I t h i n k t h a t 
t h e ques t ion has now reduced i t s e l f i n l a r g e measure to one of 
p rocedure . 

The i tems involved seem t o f a l l under t h r e e d i s t i n c t 
c l a s s e s , namely: 

(1) Checks which the Treasure r r e j e c t s prompt-
l y upon f i r s t examination on account of 
any i r r e g u l a r i t y . Checks f a l l i n g w i t h i n 
t h i s c l a s s would normally i n c l u d e , f o r ex-
ample, unsigned checks, checks i n which 
the s i g n a t u r e of the drawer i s d i scovered 
upon f i r s t examination t o be f o r g e d , checks 
payment of which h a s been s topped, e t c . 

(2) Checks which bear fo rged indorsements , and 
checks which have been r a i s e d or bea r o the r 
m a t e r i a l a l t e r a t i o n s which do not appear on 
examination. 

561 

(3) Checks i n r e s p e c t t o which a ques t i on a r i s e s 
on the f a c t s as t o the T r e a s u r e r ' s r i g h t t o 
r ec la im, a s , f o r example, checks bea r ing a 
f o r g e d s i g n a t u r e d£ the drawer no t d i scovered 
upon f i r s t examination. 

When checks of c l a s s (.1) a re r e t u r n e d 1 assume t h a t im-
mediate c r e d i t w i l l bo given i n the T r e a s u r e r ' s account . The sec* 
ond paragraph of Mr- Rounds' l e t t e r of December 31, 1920, to the 
B u f f a l o Branch does no t ziake t h i s q u i t e c l e a r , bu t I assume t h a t 
t h e r e i s no d i f f e r e n c e of opinion a s t o i tems of t h i s c h a r a c t e r . 
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X-3471 
July 10, 1922. 

SUBJECT: Amendment to Check Collect ion Ci rculars 
Suggested by Treasury Department 

Dear S i r : 

I enclose f o r your information and. guidance 
copy of a l e t t e r received today from the Secre ta ry of 
the Treasury, together with copy of l e t t e r addressed by 
him on Ju ly Z , 1922, to the Governor of one of the 
Federal Reserve Banks. The Feaeral Reserve Board sug-
ges t s tha t those Federal Reserve Banks which have not 
a l ready done so take steps to amend t h e i r check c o l l e c -
t ion c i r c u l a r s so as to conform, on the poin t mentioned, 
to the provis ions of Treasury Department Ci rcular No. 
176, as amended and supplemented May 15> 1922. 

Very t r u ly yours, 

G ov t.* r n o r . 

(Enclosures) 

GOVERNORS OF .A&L F.R.BANKS 
COPIES TO AGENTS 
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C O P Y THE SECRETARY QF THE TREASURY 

' WASHINGTON 

Ju ly g , 1922. 
X3471a 

Dear Governor Harding: 

On a number of occasions w i th in the p a s t s i x months the 
Treasury has had. brought to i t s a t t e n t i o n n o t i c e s c i rcu la ted , by banks, 
pu rpor t ing to be based, upon c i r c u l a r s of var ious Federal Reserve 
Banks, s t a t i n g t h a t the Government of the United S t a t e s has f o r many 
years r e se rved the r i g h t to charge back u n c o n d i t i o n a l l y , a t any time, 
checks and warrants which f o r any cause have not been considered 
good. This s ta tement i s i nco r r ec t and mis leading , and ca l cu l a t ed 
to cause the Treasury and the ho lders of Government war ran ts and 
checks cons iderab le d i f f i c u l t y . D i f f i c u l t y has been experienced 
on t h i s account in connection with the cashing of Government war-
r a n t s and checks abroad, and c o r p l a i n t s have been rece ived from 
var ious correspondent banks in t h i s country. The n o t i c e has been 
so widely c i r c u l a t e d and there i s so much of a coincidence in the 
time of the c i r c u l a t i o n of the no t i ce tha t i t would appear t h a t 
some bank, or group of banks, i s r e spons ib le f o r t h e c i r c u l a t i o n 
of the no t i ce* The Federal Reserve Bank of ITew York has r ev i sed 
i t s check c o l l e c t i o n c i r c u l a r so as to avoid any statements•which 
would a f f o r d a b a s i s f o r the c i r c u l a t i o n of the ob jec t ionab le 
n o t i c e , and the Federal Reserve Bank of Chicago i s under tak ing a 
r e v i s i o n of i t s check c o l l e c t i o n c i r c u l a r with the same end in 
view. I have j u s t taken the mat ter up with the Federal Reserve 
Bank of in a l e t t e r , dated Ju ly S, 1922, a copy of 
which i s inc losed fo r your informat ion . In view of t h e apparent 
tendency to spread the c i r c u l a t i o n of the ob jec t ionab le n o t i c e s 
from one p a r t of the country to another , I would suggest f o r your 
cons ide ra t ion t h a t i t might be advisable f o r the Federal Reserve 
Board to take up wi th each Federal Reserve Bank the mat te r of 
pos s ib l e amendment of t h e i r check c o l l e c t i o n c i r c u l a r s so as to 
conform with the p rov i s ions of Treasury Department C i rcu la r No. 
176, amended and supplemented May 15, 1922, (copy inc losed) on 
t h i s p o i n t . 

Very t r u l y yours , 

(Signed) A. W. Mellon, 
Sec re ta ry . 

Hon. W. P. G. Harding, 
Governor, Federal Reserve Board, 

Washington, D. 0. 
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C O P Y X-3U71b 
J u l y 8, 1922. 

5 G 4 

Dear Governor •y 

I enclose a copy of a l e t t e r > dated June 23, 1922, addressed 
"by the ————— Trust Company, — — t o Senator wi th r ega rd 
to a c i r c u l a r apparen t ly sent to i t s correspondents by the 
Nat ional Bankof which s t a t e s t h a t : 

"The Federal Reserve Bank of Cleveland r e s e r v e s t h e 
r i g h t to charge the account of t h e l a s t endorsing bank, 
uncond i t i ona l l y , at any t ime, wi th the amount of such 
r e tu rned items deposi ted wi th , endorsed t o , or otherwise 
p a i d by t h i s bank" 

in case of a l l Government warrants and checks r ece ived by i t from member 
banks. This mis represen ts the Treasury1 s p r e s e n t p r a c t i c e in i t s 
f u r t h e r statement t h a t : 

"The United S ta t e s Treasury has f o r years exerc ised the 
r i g h t to r e t u r n a t any time checks and war ran ts which f o r 
any cause have not been cons idered good,11 

and i s c a l c u l a t e d to cause the Treasury cons iderab le d i f f i c u l t y * A 
n o t i c e somewhat s i m i l a r to the statementr^just quoted as to the a l l e g e d 
p r a c t i c e of the Treasury with regard tof l a t e r charging back of checks and 
war ran t s p rev ious ly pa id , issued some y e a r s ago by t h e Federal Reserve 
Bank of New York, was taken by certain^ Nê v York banks doing a f o r e i g n 
bus iness as a b a s i s f o r a no t i ce stamped i%pon f o r e i g n advices cover ing 
Government i tems, and, as a r e s u l t of t h e c i r c u l a t i o n of t h a t s ta tement , 
cons iderab le d i f f i c u l t y has r e c e n t l y been experienced by holders of 
Government checks in cashing them in c e r t a i n f o r e i g n countr ies* The 
Federal Reserve Bank of New York has r e c e n t l y i s sued a r ev i sed c i r c u l a r 
regard ing c o l l e c t i o n of checks which e l imina tes the ob jec t ionab le s t a t e -
ment, Because of a s imi l a r statement c i r c u l a t e d by a c e r t a i n one of i t s 
member banks, which has caused the Treasury cons iderab le t r o u b l e , the 
Federal Reserve Bank of Chicago i s a l s o under taking the r e v i s i o n of i t s 
check c o l l e c t i o n c i r c u l a r so as to make i t s c i r c u l a r conform s t r i c t l y 
wi th t h e p re sen t p r a c t i c e of the Treasury Department, as ou t l i ned in 
Treasury Department C i r cu l a r No. 176, amended and supplemented May 15* 
1922, (copy enclosed) • The member bank of t he Federa l Reserve Bank of 
Chicago i s a l so withdrawing i t s c i r c u l a r • 

The n o t i c e c i r c u l a t e d by the Nat iona l Bank of 
of which t h e — * Trus t Company of — - — c o m p l a i n e d in i t s l e t t e r 
of June 23, 1922, i s i n c o r r e c t and mis leading as t h e Government of the^ 
United S t a t e s does no t r e se rve the r i g h t to charge back a t any l a t e r time 
a l l war ran t s or checks which f o r any reason a r e not cons idered good, and 
fche wide c i r c u l a t i o n of t h e statement i s obviously c a l c u l a t e d to put 
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Government warrants and checks a t a disadvantage ,as compared 
with commercial i tems. The Treasury ' s p r a c t i c e with respect to 
the payment of Government warrants and checks i s s t a t e d in 
paragraphs 35*35 of Treasury Department Circular No. 176, amended 
and supplemented May 15, 1922, and conforms genera l ly to com-
mercial p r a c t i c e . I should, t h e r e f o r e , apprecia te i t i f you 
would, i f necessary, take up the r e v i s i n g of your r egu l a t i ons on 
t h i s point along the l i n e s followed by fche. FsderaTTteserve Bank 
of Chicago, or those followed by the Federal Reserve Bank of New 
Y<jrk in revis ing t h e i r check c o l l e c t i o n c i r c u l a r s , and i f you 
would a t the same time take the matter up with the —— — 
National Bank of with a view to prevent ing f u r t h e r 
c i r c u l a t i o n of t h i s no t i ce . 

Very t r u l y yours, 

(Signed) A. W. Mellon, 
Secre tary . 
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X-3504. 
August 16, 1982. 

SUBJECT: Charging Back of Government Warrants and. Checks 
P rev ious ly Paid, by Treasurer of United S t a t e s . 

Dear S i r ; ' 

On Ju ly 10, 1922, the Board, sent t o a l l Federal Reserve 
Banks a l e t t e r (X-3471), sub j ec t "Amendment to Check Col lec t ion 
C i r cu l a r s Suggested, "by Treasury Department", dea l ing wi th the 
T rea su ry ' s p r a c t i c e wi th regard to the l a t e r charging back of 
Government warrants and checks p rev ious ly pa id by the Treasurer 
of the United S t a t e s . In t h i s connection the re i s enclosed 
he rewi th , f o r your in fo rmat ion , copy of a l e t t e r rece ived today 
from the Sec re t a ry of the Treasury t r a n s m i t t i n g copies of 
correspondence "between the Treasury Department and the Nat ional 
City Bank of ifew York, s e t t i n g f o r t h in f u l l the Treasury ' s 
p o s i t i o n wi th r ega rd to the charging back of Government i tems, 
the method of handling such i tems by the Federal Reserve Banks 
upon charging back and the r e spec t ive func t ions of the Federal 
Reserve Banks and the Treasury wi th regard to rec lamat ion on 
such i t ems . 

Very t r u l y yours , 

Vice Governor. 

(Enclosure) 

t o g-0v3r2t0rs of a l l f . r . bahks 
cop ies t o ag5etts. 
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C O P Y 

THE SB GESTAEY OF THE TREASURY 

Washington X-3504a 
August 12, 1922. 

My dear Mr. P i a t t : 

R e f e r r i n g t o p rev ious correspondence r e l a t i v e to the 
T r e a s u r y ' s p r a c t i c e wi th regard to the l a t e r charging back of 
Government war ran t s and checks p r e v i o u s l y p a i d by the Treas-
u r e r of the Uni ted S t a t e s , I enc lose copies of r ecen t c o r r e s -
pondence between the Treasury and the n a t i o n a l City Bank, 
c o n s i s t i n g of the Bank's l e t t e r s of J u l y 8, 1922, J u l y 27, 1922, 
and August 7, 1922, and my l e t t e r s of Ju ly 19, 1922 arid Ju ly 
29 , 1922. These l e t t e r s s e t f o r t h i n f u l l the T rea su ry ' s 
p o s i t i o n wi th r ega rd to t h e l a t e r charging back of Government 
i t e m s , the method of handl ing such i tems by the Federal Reserve 
Banks upon charging back, and the r e s p e c t i v e f u n c t i o n s of the 
Federa l Reserve Banks and the Treasury wi th r ega rd t o rec lamat ion 
on such i t e m s . As the re has r e c e n t l y been cons ide rab le mis-
unde r s t and ing and d i f f i c u l t y regard ing t h i s m a t t e r , much of which 
has been t r a c e a b l e to the a c t i o n of the Nat ional City Bank, I 
would suggest the a d v i s a b i l i t y of sending copies of the c o r r e s -
pondence to a l l t he Federal Reserve Banks i n connect ion with your 
p r ev ious c i r c u l a r l e t t e r on t h i s s u b j e c t da ted J u l y 10, 1922. 

Very t r u l y yours , 

(Signed) A. W. Mellon, 
S e c r e t a r y . 

Hon. Edmund P i a t t , 
Vice-Governor, Fede ra l Reserve Board, 
Washington, D. C. 

5 e n c l o s u r e s . 
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THE ITAT'IGJAL CITY BAHK 

of ifew York 

3!ew York, August 7, 1922. 

O f f i c e of the 
P r e s i d e n t 

% dear Mr. Mellon: 

I have r e c e i v e d your l e t t e r of J u l y 29 th rega rd ing the 
form of c r e d i t advice used by us wi th r e s p e c t to war ran t s 
and checks drawn on the Treasury of the Uni ted S t a t e s , and I 
de layed a r e p l y u n t i l , fo r the purpose of our r e c o r d , a con-
f i r m a t i o n of your d e f i n i t i o n of the capac i ty i n which the 
Fede ra l Betperve Bank ac t ed i n such mat te rs was ob ta ined through 
Mr. S t rong, who advised me t h a t a copy of your l e t t e r had been 
s e n t to him. That conf i rmat ion has now been r e c e i v e d , and I 
am p l e ^ s e & g j ^ w r i t e t h a t with a f u l l concurrence of counsel 
we have determined to d i scon t inue the form of c r e d i t advice 
which was o b j e c t i o n a b l e to you. 

This ma t t e r s t ands i n a much d e a r e r l i g h t than h e r e t o -
f o r e , and I want to express my pe r sona l a p p r e c i a t i o n f o r your 
coope ra t ion i n c l o s i n g i t thus s a t i s f a c t o r i l y . 

Yours very t r u l y , 

(Signed) C.E. M i t c h e l l , 

P r e s i d e n t . 

Hon. Andrew W. Mellon 
S e c r e t a r y of the Treasury , 
Washington, D. C. 
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(Copy) 
TH2 SECRETARY OF THE TREASURY 

Washington 
J u l y 29, 1922. 
X-3504a 

Dear Mr. M i t c h e l l : 

I r ece ived your l e t t e r s of J u l y 24 and J u l y 27, 1922 r e -
ga rd ing the form of c r e d i t advice used by the n a t i o n a l Ci ty Bank 
of ITew York wi th r e s p e c t to war ran t s and checks drawn on t h e 
T reasu re r of the Uni ted S t a t e s . I note t h a t your counsel a r e no t 
s a t i s f i e d on t h e ques t ion as to whether the Federa l Reserve Bank 
a c t s i n a p r i v a t e or governmental capac i ty i n handl ing such i t ems , 
and t h a t t h i s ques t ion i s i n t h e i r opinion r e l e v a n t , f o r the reason 
t h a t the Federa l Government would not be b a r r e d by the s t a t u t e 
of l i m i t a t i o n s and i n case of a forged endorsement might b r i n g 
a c t i o n f o r recovery years a f t e r the d i scovery of the f o r g e r y vrhen 
an o rd ina ry i n d i v i d u a l would be b a r r e d by the l a p s e of t ime. The 
Fede ra l Reserve Banks do not pay Government war ran ts and checks , , 
bu t cash them under Treasury r e g u l a t i o n s . The Treasurer of the 
Uni ted S t a t e s , as the drawee of Government war ran t s and checks , 
makes payment t h e r e o f , and the Government, r a t h e r than the Federa l 
Reserve Bank, i s the r e a l p a r t y a t i n t e r e s t when the ques t ion 
a r i s e s of r ecovery on warran ts and checks p a i d on fo rged endorse -
ments . I take i t to be c lea r t h a t i n the absence of a s t a t u t e 
e x p r e s s l y p r o v i d i n g o therwise , t h e United S t a t e s Government would 
n o t be b a r r e d by the s t a t u t e of l i m i t a t i o n s , or by l a c h e s , and t h a t 
t h e r e might t h e r e f o r e be cases where i t could b r i n g s u i t f o r r e -
covery i n r e s p e c t to Government war ran ts and checks which had been 
p a i d on a fo rged endorsement, even though enough time might have 
e l a p s e d to b a r r ecovery by p r i v a t e p a r t i e s s i m i l a r l y s i t u a t e d . 
I do not see t h a t t he re i s any escape from t h i s s i t u a t i o n . The 
Government i s t h e sovere ign , and from time immemorial t h i s has been 
the r u l e . I do not under s t and , however, how t h i s contingency j u s t i -
f i e s the form of c r e d i t advice used by the Na t iona l City Bank of Hew 
York. The l e t t e r of October 3 , 1921, from the Cashier of the bank 
s t a t e s t h a t t h i s c lause reads a s - fo l lows : "All ins t ruments a g a i n s t 
the Government of the Uni ted S t a t e s a re c r e d i t e d s u b j e c t t o f i n a l pay-
ment by the Treasury Department. There fore , any i tem which subsequently 
may be r e t u r n e d unpaid to us by the Department w i l l be charged back 
a g a i n s t your a c c o u n t " . As the Treasury has p r e v i o u s l y p o i n t e d ou t , 
the f a c t t h a t war ran t s and checks drawn on the Treasurer of the United 
S t a t e d must be c r e d i t e d " s u b j e c t to f i n a l payment by the Treasury De-
par tment" i s not unusual and does not warrant any d i s c r i m i n a t i o n as 
between commercial i tems and Government i t e m s . In the n a t u r e of the 
c a s e , war ran t s and checks must be s u b j e c t to f i n a l payment by the 
drawee, and the terms and cond i t ions on which the Treasure r of the 
Uni ted S t a t e s makes examination and payment a r e s e t f o r t h i n p a r a -
g raphs 35 t o 38 of Treasury Department C i r cu l a r ilo. 175, da t ed May 
15, 1922. The second sentence of the c r e d i t advice r e f e r s to r e tu rned 

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



570 

J u l y 29, 1922. - 2 - X-S504a 

i t e m s , and the T r e a s u r y ' s p r a c t i c e i n t h i s r e g a r d has a l r e a d y be en 
f u l l y exp la ined i n previons correspondence. Under t h i s -p rac t i ce , 
as o u t l i n e d i n s u b d i v i s i o n 2 of paragraph 37 of Treasury Department 
C i r c u l a r I"o» 176, war ran t s and checks pa id by the Treasurer which 
a r e subsequen t ly found to bear a forged endorsement, or to bear any 
o ther m a t e r i a l a l t e r a t i o n or d e f e c t not d i scove rab le upon f i r s t ex- t 
amina t ion , w i l l be r e tu rned to the Federal Beserve Bank or n a t i o n a l 
bank d e p o s i t a r y which cashed the i tem, but the Feae ra l Beserve Bank 
or o t h e r d e p o s i t a r y w i l l not be expected to g ive c r e d i t t h e r e f o r to 
the Treasure r u n t i l i t has a c t u a l l y r ece ived reimbursement t h o r e f o r 
from the pe r son l i a b l e on the f o r g o r y or a l t e r a t i o n . The term " remi t -
t i n g bank" as used i n t h i s paragraph a p p l i e s to the Federa l Reserve 
Bank, r a t h e r than to the bank p r e s e n t i n g the i t em to the Federa l He-
se rve Bank, as has a l r e a d y been exp la ined i n my l e t t e r of J u l y 19, but 
even as between the Federal Beserve Bank and the bank which p r e s e n t -
ed the i tem the p r a c t i c e would be , as I unders t and i t , to c a l l upon 
the p r e s e n t i n g bank f o r reimbursement, and no t to charge i t s account 
w i th the i tem under any a r b i t r a r y p rocedure . I n o t h e r words, the 
i tems would no t be "charged back" by the Federal Reserve Bank, bu t 
would be t r e a t e d , i n substance l i k e c o l l e c t i o n i t e m s . In the event 
t h a t recovery could no t be made in t h i s manner i t would, of cour se , 
be neces sa ry to b r i n g s u i t , and i n o rd inary course s u i t would be 
brought by the Uni ted S t a t e s , r a t h e r than by the Federal Beserve 
Bank, s ince the Federa l Beserve Banks a c t i n such mat t e r s f o r a c -
count of the Uni ted S t a t e s and the Uni ted S t a t e s i s the r e a l p a r t y 
a t i n t e r e s t . Under the procedure thus e s t a b l i s h e d the i tems can-
no t p r o p e r l y be s a i d to be 11 charged b e c k " , and the c r e d i t adv ice 
used by the n a t i o n a l City Bank of Mew York i s t h e r e f o r e i n c o r r e c t 
and mis l ead ing . As a ma t t e r of f a c t , save f o r the one ques t ion ag 
to the e f f e c t of l a p s e of time the procedure would be the same a s 
w i th commercial i t e m s , and on the ques t ion of the l apse of time 
i t would, of course , be the p o l i c y of the Treasury to move a t t he 
e a r l i e s t p o s s i b l e moment a f t e r d i scovery of the f o r g e r y or a l t e r a -
t i o n . The Treasury cannot under take t h a t the Government i n these 
m a t t e r s w i l l oe b a r r e d by l a p s e of t ime, bu t even assuming a case 
where there might be a s u f f i c i e n t lapse of t ime to ba r p r i v a t e 
p a r t i e s , the r e s u l t would be a s u i t brought i n r e g u l a r manner by 
tne Government of the United S t a t e s , and not an a r b i t r a r y charging 
back of the i t em through the channels from which i t was rece ived* 

I wish t h a t you would cons ider the mat te r f u r t h e r i n the l i g h t 
of the c o n s i d e r a t i o n s suggested by t h i s l e t t e r and adv i se me i f i t 
i s no t p o s s i b l e under the p r e v a i l i n g cond i t ions to d i scon t inue the 
use of the c r e d i t advice i n ques t i on . In t h i s connect ion I should 

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



J u l y 29, 1922. - 3 - X-3504a 

l i k e to r e f e r to your C a s h i e r ' s l e t t e r of December 15, 1921, from 
which the Treasury unders tood t h a t no twi ths tand ing the p o i n t r a i s e d 
"by counsel the Nat iona l City Bank would change i t s forms as soon as 
the Federa l Reserve Bank changed i t s c i r c u l a r . 

Yours very t r u l y , 

(Signed) A. W. Mellon, 
S e c r e t a r y . 

C. E . M i t c h e l l , E s q . , 
P r e s i d e n t , The Na t iona l City Bank of ITew York, 
Hew York., 27. Y. 
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COPY X-3504a 

THS STATIOHAL CITY BAITK ( 

of Hew York 

O f f i c e of New York, J u l y 27, 1922. 
the P r e s i d e n t 

Hon. Andrew W. Mellon, 
S e c r e t a r y of the Treasury , 
Washington, D. C. 

My dea r Mr. Mellon: 

R e f e r r i n g f u r t h e r to your l e t t e r of J u l y 19, r ega rd ing the 
form of advice which we use when r e m i t t i n g the proceeds of Government 
wa r r an t s and checks p a i d by the Treasury of the Uni ted S t a t e s , I 
have c o n f e r r e d wi th our counsel , upon whose d e f i n i t e advice you w i l l 
r e a l i z e t h a t we mast r e l y . I had hoped t h a t your l e t t e r would 
d e f i n i t e l y c lo se the mat te r i n t h e i r minds, "but i t appears t h a t 
whi le i t d id d i spose of the f i r s t ques t ion r a i s e d i n our l e t t e r of 
J u l y 8, i t does no t seem to have s a t i s f i e d them on the ques t ion as 
t o whether the Federa l Reserve Bank a c t s i n a p r i v a t e or Governmental , 
c a p a c i t y when i t pays these i t e m s . 

This ques t ion i n t h e i r opinion i s r e l e v a n t f o r the reason 
t h a t "by d e c i s i o n of the Supreme Court , the Federa l Government i s no t 
"barred by the S t a t u t e of L i m i t a t i o n s , and i h case of a fo rged p r i o r 
endorsement might , i f i t saw f i t , b r ing an a c t i o n f o r recovery 
s e v e r a l yea r s a f t e r i t o therwise would be b a r r e d . Consequently, 
i f the Federa l Reserve Bank a c t s as a Governmental agent i n t h i s 
r e s p e c t , i t would have the same power, apd we a r e advised t h a t i t 
p r o b a b l y i s no t p o s s i b l e f o r the Government to depr ive i t s e l f of 
t h i s power wi thou t express law to t h a t e f f e c t . 

I f e e l sure you unders t and the d i f f i c u l t y of our p o s i t i o n . 
We do not want you to i n t e r p r e t us as doubting e i t h e r the good i n -
t e n t i o n s of your Department or of the Federal Reserve Bank, and we 
would be only too g l a d t o acqu iesce and d i s c o n t i n u e the use of this: , 
s tamp, - but we do not wish to assume any unnecessary r i s k w i t h r e -
s p e c t t o c o l l e c t i o n i t ems . 

I f you have a t hand any dec i s ions or opinions showing t h a t 
t h e Federa l Reserve Bank i n r e c e i v i n g t h i s type of paper f o r c o l -
l e c t i o n i s a c t i n g i n a p r i v a t e and not a Governmental c a p a c i t y , 
so t h a t the u s u a l commercial laws t r i l l apply between t h i s Bank 
and i t , I w i l l be ve ry g l a d to r e c e i v e them. 
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On r c c c i p t of your r e p l y t o t h i s l e t t e r , I can a s s u r e 
you the ma t t e r w i l l he d e f i n i t e l y c losed . 

Yours very t r u l y , 

(Signed) C. E. M i t c h e l l , 

P r e s i d e n t . 
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THE SECE2IAEY OF THE TREASURY 

Washington 
PSRSOI'AX J u l y 19, 1922. 

My dear Mr. M i t c h e l l : 

I have r ece ived from your c a sh i e r a l e t t e r da ted J u l y 8, 
1922, wi th f u r t h e r r e f e r e n c e t o a form of c r e d i t adv ice used by 
the n a t i o n a l Ci ty Bank of Hew York which con ta ins an o b j e c t i o n a b l e 
s t a t emen t r ega rd ing the charging back of Government warrants and 
checits p r e v i o u s l y p a i d by the Treasure r of the Uni ted S t a t e s . This 
c r e d i t advice has r e s u l t e d i n many d i f f i c u l t i e s with f o r e i g n banks, 
and has been the cause of some embarrassment to the Government of 
the Uni ted S t a t e s . I had supposed t h a t i t s use was d i scon t inued 
some time ago by your bank, b u t i t now appears t h a t i t i s s t i l l i n 
use and t h a t the bank does not ye t r egard the ques t ion as s e t t l e d . 
The correspondence has been going on s ince e a r l y l a s t f a l l , and 
t h e r e have been s e v e r a l l e t t e r s from your c a s h i e r , p a r t i c u l a r l y 
l e t t e r s dated December 15, 1921, March 16, 1922, and June 21, 1922, 
i n d i c a t i n g t h a t the 2?ational City Bank would d i s con t inue the use 
of i t s stamp as soon as the Federa l Reserve Bank of Hew York r e -
v i s e d i t s check c o l l e c t i o n c i r c u l a r . This r e v i s i o n was made a 
couple of months ago, and the Federa l Reserve Bank a t t h a t t ime ad-
v i s e d the Treasury t h a t t he n a t i o n a l Ci ty Bank had a c t u a l l y g iven 
up the o b j e c t i o n a b l e form of a d v i c e . Apparent ly t h i s has not been 
done. In those c i rcumstances I should a p p r e c i a t e i t i f you would 
g i v e the mat te r your pe r sona l a t t e n t i o n , i n order t h a t i t may be 
s e t t l e d once and fo r a l l . 

The T r e a s u r y ' s procedure i n r e s p e c t to r e t u r n e d i tems has 
been many times exp la ined i n l e t t e r s to the n a t i o n a l City Bank, and 
the r e g u l a t i o n s of the Treasury and of the Federa l ReserveBank of 
Hew York have been r e v i s e d i n order t o s t a t e the s i t u a t i o n i n as 
c l e a r and d e f i n i t e terms as p o s s i b l e . As to the s p e c i f i c ques t ions 
r a i s e d i n your Cashier 1 s l e t t e r of J u l y 8, the term " r e m i t t i n g bank" 
u s e d i n Sec t ion 37 (2) of Treasury Department C i r cu l a r Ho. 175, 
a s amended and supplemented May 15, 1922, means the Federa l Reserve 
Bank r a t h e r than the bank which has t r a n s m i t t e d the paper to t h e 
Fede ra l Reserve Bank. On the second Question, as t o whether the 
"Reserve Banks i n d e a l i n g wi th t h i s tjfce of paper a re ac t i ng i n a 
Governmental or p r i v a t e c a p a c i t y " , I <%o not q u i t e unders tand what 
i s meant nor what r e l a t i o n the i n q u i r y has t o t h e mat te r under 
d i s c u s s i o n . I t i s c l e a r , of course , t h a t under Sec t ion 15 of 
the Federa l Reserve Act , the Federa l Reserve Banks a c t as d e p o s i -
t a r i e s and f i s c a l agents of the Uni ted S t a t e s , and t h e i r d u t i e s as 
d e p o s i t a r i e s and f i s c a l agen t s i n r e spec t t o the payment of Gov-
ernment war ran t s and checks a r e s e t f o r t h i n the p rov i s ions of the 
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a f o r e s a i d Treasury Department C i r cu l a r 2To. 176. The Federal 
Reserve Banks a l s o a c t f o r t h e i r member banks i n connect ion r a t h 
the c o l l e c t i o n of checks and s i m i l a r i t ems , and t h e i r r e s p o n s i b i l i t i e s 
i n t h i s r egard a r e u s u a l l y s e t f o r t h i n t h e i r own c i r c u l a r s . 

Very t r u l y your s , 

(Signed) A. W. Mellon, 
S e c r e t a r y . 

C. $?. M i t c h e l l , 3 s q . , 
p r e s i d e n t . The Na t iona l City Bank of Hew York, 
ITew York, 17. Y. 
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TH3 SAEICCIAL CITY BAM OF MEW YORK 

York, Ju ly 8, 1922. 

In r e p l y i n g p l e a s e quote i n i t i a l s 
GBIr-T 

X-3504a 

Hon. A. W. Mellon, 
S e c r e t a r y of the Treasury, 

Washington, D. C. 

Dear S i r : HE:-Chocks and warran ts drawn on the 
Treasure r of the Uni ted S t a t e s . 

We a r e g l a d to acknowledge your l e t t e r of June 23, 1922, 
g i v i n g assurance t h a t i t i s your i n t e n t i o n to t r e a t checks and 
w a r r a n t s drawn on the Government i n accordance w i t h the u s u a l 
commercial p r a c t i c e , and r e f e r r i n g us t o Sec t ions 35 to 38 of 
Treasury Department C i rcu la r 176, da ted May 15, 1922. 

I t i s g r a t i f y i n g to t h i s Bank to no te your s tand wi th 
r e s p e c t to the payment of Government checks arid w a r r a n t s . However, 
under p r e s e n t banking p r a c t i c e , as you know, a g r e a t p r o p o r t i o n 
of t h i s paper i s c o l l e c t e d through the Federal Reserve Banks, 
which i n c e r t a i n r e s p e c t s a c t as an agency of the Government. 
This lias r a i s e d Wo ques t ions : f i r s t , whether the " r e m i t t i n g "bank" 
r e f e r r e d to i n Sec t ion 37(2) i s t o be i n t e r p r e t e d as the Federa l 
Reserve Bank, or the bank which has t r a n s m i t t e d the paper to the 
Reserve Bank, and second, whether the Reserve Banks i n dea l ing 
w i t h t h i s type of paper a re a c t i n g i n a governmental or p r i v a t e 
capac i ty? 

We would l i k e very much to conform to your d e s i r e and 
d i s c o n t i n u e a t once the use of the stamp r e f e r r e d to i n former 
correspondence, which i s s u b j e c t to so much c r i t i c i s m from our 
f o r e i g n co r re sponden t s . Our counse l , however, do not f e e l f r e e 
t o adv ise t h a t course u n t i l they know the a t t i t u d e of the Depar t -
ment of the Treasury on the p o i n t s mentioned. 

Yours very t r u l y , 

(Signed) IT. C. Len fe s t ey , 

Cash ie r . 
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Janua ry 6, 1922. 

Mr. Frank White, Treasurer of United S t a t e s , 
Treasury Department, 
Washington, D. C. 

Dear S i r : A t t e n t i o n of AWS 

Tour l e t t e r of December 29th addressed t o L. A; A. Si ems, 
Managerj Government Redemption Department of the Bal t imore Branch 
of t h i s "bank, has "been r e f e r r e d to me# and along wi th i t t he f i l e 
of correspondence betweeh the Balt imore Branch of t h i s "bank and the 
Treasury Department upon the sub jec t of t en checks, each f o r t he sum 
of $30.00, drawn by the Bureau of War Risk Insurance upon your o f f i c e 
i n f avo r of E l i z a b e t h Johnson, which checks were apparen t ly mailed "by 
the Bureau of War Risk Insurance to the payee i n care of John A. John-
son, School f o r Bakers & tiooks # Qaia|? Medde < Md., and a r e dated one on 
the f i r s t of each month "beginning November 1, 1918 and ending August 
1 , 1919, A l l of t he se checks &r6 kp^aren t ly endorsed by E l i z a b e t h 
Johnson, John A. Johnson, Conrtonwefclth Bank of Bal t imore , and "by the 
Nat ional Exchange Bank of BiHimordi These checks were p resen ted to 
us through the .Ba l t imore dlear i t ig House by the Nat ional Exchange Bank 
of Balt imore and pa id f o r your account. 

I unders tand from the correspondence t h a t the payee of these 
checks, E l i z a b e t h Johnson, has made a f f i d a v i t t h a t her endorsement upon 
the checks a r e f o r g e r i e s and t h a t she rece ived no p a r t of t he proceeds; 
and t h a t a f t e r i n v e s t i g a t i o n by the s p e c i a l agents of t he Secre t Service 
Divi s ion and an examination by your handwri t ing exper t s you a r e of opinion 
t ha t the claim of the payee i s s u b s t a n t i a t e d and you have accordingly 
charged these checks to our account . 

The Nat iona l Exchange Bank has r e f u s e d to reimburse us f o r the 
amount of t h e s e checks and I do not f e e l t h a t we should be compelled to 
reimburse the Treasury u n t i l we a r e i n a p o s i t i o n to secure c r e d i t from 
the member bank from which we rece ived the checks or u n t i l t he claim of 
your department has been e s t a b l i s h e d by app rop r i a t e l e g a l p roceedings . 

I have been advised by the counsel f o r t h i s bank t h a t the l i a -
b i l i t y of endorsers upon a check drawn by a d i s b u r s i n g o f f i c e r upon the 
Treasury of the United S t a t e s i s no d i f f e r e n t from the l i a b i l i t y of en-
do r se r s upon checks drawn upon p r i v a t e corpora t ions and p e r s o n s , t ha t i s 
t o say th6 endorsers warrant the genuineness of p r i o r endorsements; and 
i f the endorsement be proven to be a f o r g e r y , the drawee of the check may 
recover t he amount p a i d from any endorsers . The counsel f o r t h i s bank 
f u r t h e r a d v i s e s me t h a t whoever a f f i r m s t h a t any s i gna tu r e i s a fo rge ry 
must prove i t . 

We know noth ing of the f a c t s of t h i s case , but i f we accepted 
the charge made by your o f f i c e and at tempted to c o l l e c t the amount of 
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Mr. Frank White, 
Treasurer of United S t a t e s . J a n . 6 , 1922. 

t he se checks f rom t h e Nat iona l Exchange Bank, we would he ob l iged t o 
assume t h e burden of proof and to prove t h a t t he s i g n a t u r e of E l i z a b e t h 
Johnson i s a f o r g e r y . You have f u r n i s h e d us w i th no evidence which would 
enable us t o prove such a f a c t , and u n t i l such evidence, i s f u r n i s h e d I can 
no t c r e d i t your account wi th t h e amount which you c la im. 

You w i l l doub t l e s s r e a l i z e t h a t i t would work a g r e a t ha rdsh ip 
upon Fede ra l r e s e r v e banks i f they were compelled to accept the f i n d i n g s 
of your o f f i c e as f i n a l and were then compelled to b r i n g a s u i t a g a i n s t 
some p r i o r e n d o r s e r , i n which s u i t they would be compelled to prove by 
evidence admis s ib l e i n cour t t h a t t h e endorsement was a f o r g e r y . 

We s h a l l endeavor t o secure an amicable ad jus tment of t h e mat te r 
between ou r se lves and t h e Na t iona l Exchange Bank, bu t u n t i l such an a d j u s t -
ment i s secured we must r e f u s e to c r e d i t your account or to s i gn Form 6636 
cover ing t h e s e checks . 

I sugges t t h a t i t appears to me bo th p r a c t i c a b l e and r easonab le 
f o r your depar tment , i f i t cons ide r s i t c e r t a i n t h a t t he endorsements upon 
t h e s e checks a r e f o r g e d , to b r i n g a s u i t a g a i n s t the endorse r s upon the se 
checks, making t h i s bank a p a r t y to such s u i t i f you deemed t h a t course 
b e s t , and i n such s u i t e s t a b l i s h t h e f a c t of the f o r g e r y i n such manner as 
would be b ind ing upon a l l p a r t i e s . 

I remain , 

Yours very t r u l y , 

George J , Seay, 
G- o v e r n o r . 

MGrW-S 
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FEDERAL RESERVE BA3E 

0? RICHMOim 

January 7 , 1922. 

Dear Governor Harding! 

I enc lose , f o r the i n f o r m a t i o n 
of t h e Board, copy of a l e t t e r d r a f t e d by our Counsel 
which I have sent to t h e Treasure r of t h e Uhited S t a t e s , 
w i t h r e s p e c t to c e r t a i n checks on the Treasury p a i d by 
t h e Ba l t imore Branch i n the u sua l way, upon which t h e 
endorsement of t h e payee has been dec l a r ed t o be a f o r -
gery by t h e o f f i c i a l s of the Treasury Department. The 
member bank f o r which t h e checks were cashed t akes the 
p o s i t i o n t h a t i t has no evidence t o prove t h a t t he en-
dorsement i s f o r g e d , and d e c l i n e s to accept t h e d e c i s i o n 
of t h e Treasury Department without p r o o f . 

I t appears to me t h a t Fede ra l r e s e r v e banks , 
f o r t h e i r own p r o t e c t i o n , and p r o t e c t i o n of t h e i r members, 
a r e c a l l e d upon t o t ake t h e p o s i t i o n which I have t a k e n 
under advice of our Counsel, a s s e t f o r t h i n the accompany-
ing l e t t e r , which more f u l l y s e t s f o r t h the f a c t s i n the 
c a s e . 

Very t r u l y y o u r s , 

(S) Geo. J . Seay 
G o v e r n o r . 

GJS-CCP 
1 E n d . 

Hon. W. P . G. Harding, Governor, 
Fede ra l Reserve Board, 

Washington, D. C. 
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January 11, 1922. 

Dear Mr. Secre ta ry* 

I enc lose he rewi th copy of l e t t e r and enc losure 

r e c e i v e d from t h e Governor of t h e Federa l Reserve Bank 

of Richmond, a l l of which i s s e l f - e x p l a n a t o r y . I 

would a p p r e c i a t e i t very much i f you Would w r i t e me 

exp res s ing t h e a t t i t u d e of the Treasury Department i n 

t h e ma t t e r r e f e r r e d t o , i n order t h a t I may communicate 

your views to Governor Seay. 

Very t r u l y you r s , 

G o v e r h o r i 

Hon. S. P . G i l b e r t , J r . , 
Under S e c r e t a r y of t h e Treasury . 
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January 17, 1922. 

AWS. 

George J . Seay, E s q u i r e , 
Governor, F e d e r a l Reserve Bank, 
Richmond, V i r g i n i a . 

Pear S i r : 

Rece ip t i s acknowledged of your l e t t e r of t h e 6 th I n s t . , 
r e f e r r i n g t o t h e r eques t made of your Ba l t imore branch f o r r ec l amat ion 
of payment on t e n checks f o r $30.00 each, drawn on t h i s o f f i c e by 
the d i s b u r s i n g c l e r k s 6f t h e Bureau of War Risk Insu rance , a l l i n f a v o r 
of E l i z a b e t h Johnson. These checks were mailed to the payee i n 
ca re of John A. Johnson, School f o r Bakers and Cooks, Camp Meade, 
Md. i and a r e da t ed on the f i r s t day of each month beg inn ing November 
1 , 1918 and ending August 1 , 1919. The checks a r e endorsed E l i z a b e t h 
Johnson, John A. Johnson, Commonwealth Bank of Ba l t imore , Na t iona l 
Exchange Bank of Ba l t imore and Bal t imore b ranch , f e d e r a l Reserve Bank 
of Richmond. 

Your l e t t e r s t a t e s i n subs tance , ( f i r s t ) t h a t you have 
been f u r n i s h e d w i t h no evidence or proof t h a t the p a y e e ' s indorsement 
i s fo rged and (second) t h a t the proper method of s ecu r ing r ec l ama t ion 
would be f o r the Treasury t o b r i n g s u i t a g a i n s t t he i n d o r s e r s i n order 
t o e s t a b l i s h t h e f a c t of the f o r g e r y , making the Fede ra l Reserve Bank 
a p a r t y t o t h e s u i t . 

I t i s found t h a t t he Bal t imore branch of your bank has been 
f u r n i s h e d w i t h i n f o r m a t i o n r e l a t i v e to t h i s case i n l e t t e r s of t h i s 
o f f i c e da ted October 18, November 8 , December 5 , and December 29 , ,1921 . 
There a r e forwarded to you he rewi th c e r t i f i e d photographic copies of t h e 
a f f i d a v i t of t h e payee , of t h e t e n checks b e a r i n g f o r g e d indorsements 
and of e leven checks i s sued t o t h i s payee a t e a r l i e r d a t e s b e a r i n g 
her genuine indorsement . There i s a l s o forwarded he rewi th a copy 
of t h e r e p o r t of the Examiner of ques t ioned Wri t ing of t h i s o f f i c e 
r e l a t i v e t o h i s examination of t h e indorsements . 

The indorsements of t h e payee on the t e n checks i n ques t i on 
appear to have been f o r g e d by John A. Johnson, husband of t h e payee , 
who appears as t h e second i n d o r s e r on the checks and whose s i g n a t u r e 
t he reon , the Department i s adv i sed , agreef w i t h h i s specimen s i g n a t u r e 
on f i l e w i th t h e Commonwealth Bank of Ba l t imore , 

For your i n f o r m a t i o n wi th r e f e r e n c e to the p o s i t i o n of t h e 
Treasury i n such m a t t e r s t h e r e i s i n c l o s e d h e r e w i t h a copy of t h e 
l e t t e r of the Under Sec re t a ry to the Fede ra l Reserve Bank, New York, 
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da ted J a n . 27, 1921, copy of which l e t t e r has a l s o "been p r e v i o u s l y 
sen t t o your hank "by t h e F e d e r a l Reserve Board, r e f e r e n c e X-3047 
You w i l l n o t e t h a t t h e Treasury r e s e r v e s the r i g h t u l t i m a t e l y t o 
i n s i s t upon c r e d i t i n such cases u n l e s s i t deve lops upon f u r t h e r 
i n v e s t i g a t i o n t h a t t h e T rea su re r has not t h e r i g h t t o r e c l a i m . 
In the correspondence r e l a t i v e t o t h i s f o r g e r y which t h i s o f f i c e 
has c a r r i e d on w i t h the Ba l t imore "branch of your bank and w i t h t h e 
a t t o r n e y f o r t h e Commonwealth Bank of Ba l t imore no f a c t has "been 
developed to warrant t he ques t i on ing of t h e s t a t e m e n t s made "by t h e 
payee of t h e s e checks i n her a f f i d a v i t . 

I t i s no ted t h a t you w i l l endeavor t o secure an amicable 
ad jus tmen t of t h e m a t t e r "between y o u r s e l v e s and the N a t i o n a l Exchange 
Bank and i t a p p e a r s t h a t the f a c t s a r e s u f f i c i e n t l y c l e a r i n t h i s case 
t o make such ad ju s tmen t p o s s i b l e . 

Very t r u l y y o u r s , 

(Sgd) Frank White 

T r e a s u r e r 

( I n c l o s u r e ) 
MGK, 
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January 27, 1921. 

Dear Mr. Case: 

I r e c e i v e d your l e t t e r of December 31, 1920, w i t h f u r t h e r 

r e f e r e n c e to t h e q u e s t i o n of i tems drawn on the Treasure r of t h e 

United S t a t e s and r e t u r n e d by him to t h e Federa l Reserve Banks. 

I have a l s o r e c e i v e d a l e t t e r from Mr. Ha r r i son , da ted Janua ry 

15, 1921, e n c l o s i n g a copy of a l e t t e r of December 30, 1920, t o 

the Manager of t h e l o c a l "branch a t B u f f a l o , which d e f i n e s the 

procedure under which i t i s proposed to handle i tems r e t u r n e d 

by the T r e a s u r e r . The ma t t e r i n ques t ion has been c a r e f u l l y 

considered by t h e Treasury and p a r t i c u l a r l y by t h e Treasu re r of 

the United S t a t e s , whose account i s of course a f f e c t e d . I t h i n k 

t h a t the q u e s t i o n has now reduced i t s e l f i n l a r g e measure t o one 

of p r o c e d u r e . ' « 

The i tems involved seem t o f a l l under t h r e e d i s t i n c t 

c l a s s e s , namely: 

(1) Checks which t h e Treasure r r e j e c t s promptly upon f i r s t 

examination on account of any i r r e g u l a r i t y . Checks f a l l i n g w i t h i n 

t h i s c l a s s would normally i n c l u d e , f o r example, unsigned checks , 

checks i n which t h e s i g n a t u r e of t h e drawer i s d i scovered upon f i r s t 

examination t o be f o r g e d , checks payment of which has been s topped , e t c . 

(2) Checks which bear forge | l indorsements , and checks which 

have been r a i s e d or bea r o the r m a t e r i a l a l t e r a t i o n s which do not 

appear on examina t ion . 

(3 ) Checks i n r e s p e c t to which a ques t i on a r i s e s on t h e f a c t s 

as t o t h e T r e a s u r e r ' s r i g h t t o r ec l a im , a s , f o r example, checks 

b e a r i n g a f o r g e d s i g n a t u r e of the drawer not d i scovered upon f i r s t 

examinat ion . 
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When checks of c l a s s (1) a r e r e t u r n e d I assume t h a t immediate 

c r e d i t w i l l be g iven i n the T r e a s u r e r ' s account . The second paragraph 

of Mr. Round's l e t t e r of December 31, 1920, to the B u f f a l o Branch 

does not make t h i s q u i t e c l e a r , but I assume t h a t t h e r e i s no 

d i f f e r e n c e of op in ion as to i tems of t h i s c h a r a c t e r . Such checks 

w i l l he r e t u r n e d w i t h Form 6537, copies of which a r e enc losed . 

When checks of c l a s s (2) a r e r e t u r n e d i t w i l l be s a t i s f a c t o r y 

t o the Treasury i f c r e d i t i n the T r e a s u r e r ' s account i s delayed by 

the Federa l Reserve Bank u n t i l advice i s r e c e i v e d from t h e member 

bank t h a t t he i t em has been c r e d i t e d . Such checks w i l l be r e t u r n e d 

wi th Form 6536, cop ies of which a r e enclosed . I t i s unde r s tood , 

however, as s t a t e d i n Mr. H a r r i s o n ' s l e t t e r of January 15, 1921, 

t h a t the c i r c u l a r under which the Federa l Reserve Bank of New 

York a c t s as c o l l e c t i n g agen ts f o r banks i n i t s d i s t r i c t s w i t h 

r e s p e c t t o war ran t s and checks drawn on the Treasure r of the United 

S t a t e s w i l l con t inue t o r e s e r v e i n favoir of the Federa l Reserve 

Bank t h e r i g h t a t any t ime to charge back i tems r e t u r n e d by t h e 

T r e a s u r e r ; and t h e Treasury s t i l l r e s e r v e s t h e r i g h t u l t i m a t e l y 

t o i n s i s t upon c r e d i t i n such cases u n l e s s i t develops upon f u r t h e r 

i n v e s t i g a t i o n t h a t t h e Treasurer has not t h e r i g h t t o r e c l a i m . 

When checks of c l a s s (1) and (2) a r e Returned to t h e 

Fede ra l Reserve Bank the T r e a s u r e r ' s o f f i c e wil^. charge t h e T r a n s i t 

Account - Adjus tments of t he Federa l Reserve Bank - and ho ld f u r t h e r 

ad jus tments i n the account i n suspense u n t i l t h e T r a n s i t account 

Adjustment i t e m i s c l e a r e d i n the t r a n s c r i p t of t h e F e d e r a l Reserve 

Bank. 
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When checks of c l a s s (3) a re r e t u r n e d they w i l l "be forwarded 

w i t h o the r i tems f o r c o l l e c t i o n and taken up when c r e d i t e d , w i t h 

no i n t e r m e d i a t e charge on the books of t h e Treasurer i n the account 

of the Fede ra l Reserve Bank. 

The Treasury w i l l on and a f t e r January 28, 1921, handle 

these i tems i n the manner o u t l i n e d above, which I t h i n k i s s u b s t a n t i a l l y 

i n accordance w i t h t h e procedure se t out i n the l e t t e r of Dec;ember 30, 

1920, to the B u f f a l o Branch. The r e g u l a t i o n s qf the Treasury 

now i n e f f e c t governing the payment of Government war ran t s and 

checks, as s e t f o r t h i n paragraphs 29-31 of Treasury Department 

C i r cu l a r iJo. 176, da ted December 31, 1919 w i l l cont inue i n e f f e c t . 

Very t r u l y your s , 

(Signed) S. P. G i l b e r t , J r . , 

A s s i s t a n t Sec re t a ry of the Treasury . 

J . H. Case, E s q . , 
Deputy Governor, 
Federa l Reserve Bank, 
New York, !J. Y. 

Enc lo su re s . 

SPG:BBS. 
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COPY • X-6867-a~20 

THE UNDERSECRETARY OF THE TREASURY 

WASEI1TGTOH 

January 18, 1922. 

Dear Governor Harding: 

I r e c e i v e d your l e t t e r of January 11, 1922, enc los ing a 

copy of a l e t t e r and i t s enc losure r ece ived from t h e Governor of 

the Fede ra l Reserve Bank of Richmond r e l a t i v e to r e c l a m a t i o n upon 

10 checks, each f o r the sum of $30, drawn "by t h e Bureau of War Risk 

Insurance upon the Treasure r of the United S t a t e s , i n f a v o r of 

E l i z a b e t h Johnson, on which t h e indorsements of the payee were f o r g e d . 

You a sk t h a t I w r i t e you r ega rd ing the a t t i t u d e of t h e Treasury i n 

t h i s m a t t e r . 

The m a t t e r of r ec lamat ion upon the checks i n ques t ion has 

a l r e a d y been t h e sub j ec t of correspondence between the Treasurer of 

t h e United S t a t e s and the Bal t imore branch of the Fede ra l Reserve 

Bank of Richmond, and a l s o w i th the Fede ra l Reserve Bank of Richmond 

i t s e l f . I enc lose a copy of a l e t t e r of January 17, 1922, addressed 

by t h e T reasu re r t o t h e Governor of the Federa l Reserve Bank of 

Richmond which s t a t e s t h e p o s i t i o n of t%ie Treasury w i t h r ega rd to 

t h i s c a s e . These cases do not p r e sen t $ny new or unusual f e a t u r e s . 

The p o s i t i o n which the Treasury has takqn i s i n accordance wi th the 

u s u a l p r a c t i c e e s t a b l i s h e d i n compliance wi th t h e unde r s t and ing reached 

some time ago between the Treasury and the Fede ra l Reserve Banks. 

I enc lose a copy of my l e t t e r of January 27, 1921, t o Mr. Case, 

Deputy Governor of the Federa l Reserve Bank of New York, which s t a t e s 

the T r e a s u r y ' s p o s i t i o n i n the ma t t e r of r ec l ama t ion g e n e r a l l y . 
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In t h e p r e s e n t c a s e s , t he Bal t imore branch was f u r n i s h e d w i th the 

proof of the f o r g e r i e s which the Treasury had ob ta ined . The Fede ra l 

Reserve Bank of Richmond appa ren t ly was not informed of t h i s f a c t . 

The Treasu ry , of course , r e a l i z e s t h a t i f t he Federa l Reserve Bank 

i s t o make r ec l ama t ion aga in s t i t s member bank, i t should be f u r n i s h e d 

w i th a l l the proof a v a i l a b l e , and w i l l i n a l l cases under t ake t o f u r n i s h 

such p r o o f . I t i s f u r t h e r expected , i n accordance w i t h the T r e a s u r y ' s 

unde r s t and ing w i t h the Federa l Reserve Banks, t h a t t h e Federa l Reserve 

Banks s h a l l make every e f f o r t p o s s i b l e to make r ec l ama t ion without 

l i t i g a t i o n , as l i t i g a t i o n i n most of t h e s e cases i s unnecessa ry , t h e 

f a c t s be ing c l e a r and t h e p r i n c i p l e s ' o f law governing the cases we l l 

e s t a b l i s h e d . 

Very t r u l y you r s , 

(S) S. P . G i l b e r t , J r . , 

Under S e c r e t a r y . 

Hon. W. P. G. Harding, 
Governor, F e d e r a l Reserve Board, 
Washington, D. C. 

2 enc lo su re s 
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January 20, 1932 

Dear Governor Seay: 

R e f e r r i n g aga in t o your l e t t e r of the 7 t h 
i n s t a n t , I enc lose he rewi th , f o r your i n f o r m a t i o n , 
copy of l e t t e r r ece ived from the Under S e c r e t a r y 
of t h e Treasury which i s s e l f - e x p l a n a t o r y . The 
two enc losures r e f e r r e d to t h e r e i n a r e not "being 
sent you, f o r t h e reason t h a t i t appears from 
t h e l e t t e r t h a t you a l r e a d y have cop ies of them 
i n your f i l e s . 

Very t r u l y y o u r s , 

G o v e r n o r . 

COPY 

Mr. George J . Seay, Governor, 
Fede ra l Reserve Bank, 

Richmond, V i r g i n i a . 
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FEDERAL RESERVE BAM 

03? RICHMOND 

January 21, 1922. 

Dear Governor Harding: 

I am i n r e c e i p t of your l e t t e r 
of t h e 20th t r a n s m i t t i n g to us a l e t t e r from t h e Under 
S e c r e t a r y of t h e Treasury , under d a t e of the 18 th , r e -
l a t i n g t o r ec l ama t ion upon t en checks , each f o r t h e sum 
of $30, drawn "by the Bureau of War R i sk Insurance upon 
the T reasu re r of the United S t a t e s , i n f a v o r of E l i z a -
b e t h Johnson, on which i t i s a l l e g e d t h e endorsements 
of the payee were f o r g e d . The under Sec re t a ry s t a t e s 
t h a t , i n the p r e s e n t c a s e s , the Bal t imore Branch was 
f u r n i s h e d w i th t h e proof of the f o r g e r i e s , which t h e 
Treasury had ob ta ined , and makes the comment t h a t t h e 
Fede ra l Reserve Bank of Ric3mond appa ren t ly was not 
informed of t h i s f a c t . 

We presume t h a t the Under Sec re t a ry unde r s t ands 
t h a t r e c l a m a t i o n was made upon t h e member bank which 
cashed the checks , or f rom which t h e checks were r e c e i v e d 
by the Branch of t h e Fede ra l Reserve Bank of Richmond, 
and t h a t member bank dec l i ned to redeem the checks, upon 
the ground, as we unde r s t and , t h a t t h e proof of the f o r g e -
r i e s was not conc lus ive and was not such as t o p l a c e upon 
the member bank the o b l i g a t i o n of redeeming the checks . 

I t , t h e r e f o r e , s p p e a r s t o us t h a t l i t i g a t i o n i n 
t h i s case w i l l be neces sa ry . Our counsel i s making f u r t h e r 
examination i n t o t h e ma t t e r t o determine whether the proof 
f u r n i s h e d by t h e Department i s such as w i l l enable us t o go 
i n t o cour t upon i t . Pending f u r t h e r opin ion from our 
counse l , which I w i l l forward wi thout d e l a y , I am w r i t i n g 
t h i s l e t t e r f o r t h e i n fo rma t ion of t h e Department. 

Very t r u l y your s , 

(S) Geo. J . Seay, 
G o v e r n o r . 

GJS-CCP 

Hon. W. P. G. Harding, Governor, 
F e d e r a l Reserve Board, 

Washington, D. C« 
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OFFICE COEEESPONDENCE 

To Mr. George J . Seay. Governor. 

From M. G. Wallace. Counsel . 

Date January 35. 1922. 

Subjec t Ten checks p a i d "by t h i s 
hazik: on beha l f of t h e Treasury of 
t h e United S t a t e s , each f o r $30.00; 
which checks were payab le to the 
order of E l i z a b e t h Johnson, whose 
endorsement i s s a i d to have "been 
f o r g e d . 

Dear S i r : 

I have b e f o r e me t h e f i l e of correspondence between the B a l t i -
more Branch of t h i s bank and t h e Treasury upon t h e s u b j e c t of t he se checks, 
and a l s o of t h e Ba l t imore Branch and the Na t iona l Exchange Bank of B a l t i -
more, f rom which we r ece ived t h e checks. I a l s o have b e f o r e me p h o t o s t a t i c 
copies of the t e n checks i n ques t i on , p h o t o s t a t i c copies of t e n s i m i l a r 
checks t o t h e order of E l i z a b e t h Johnson con ta in ing an endorsement of 
E l i z a b e t h Johnson s a i d t o be genuine , and a p h o t o s t a t i c copy of an a f f i -
dav i t made by E l i z a b e t h Johnson, a l l of which documents a r e accompanied 
by a c e r t i f i c a t e of t h e Treasury Department c e r t i f y i n g t h a t t h e o r i g i n a l s 
a r e on f i l e w i t h t h a t depar tment . 

I a l s o have a l e t t e r dated December 15 th f rom B. C. F a r r a r , an 
examiner i n ques t ioned handwr i t ing , i n which he expresses t h e opinion t h a t 
t h e endorsement of E l i z a b e t h Johnson upon t h e t e n checks i n ques t i on was 
not made by h e r , b u t was made by one John A. Johnson,* who l i k e w i s e endors-
ed the t en ques t ioned checks and who i s s a i d to be t h e husband of E l i z a b e t h 
Johnson and t h e p e r s o n who depos i t ed the checks i n t h e Commonwealth Nat ion-
a l Bank of Ba l t imore , Maryland. 

I unders tand t h a t the checks i n ques t i on were depos i t ed by one 
John A. Johnson i n t h e Commonwealth Bank of Ba l t imore , Maryland, and by 
t h a t bank endorsed and depos i t ed i n the Na t iona l Exchange Bank of Ba l t imore , 
Maryland, which forwarded them to us f o r payment. We, a c c o r d i n g l y , pa id 
them on t h e d a t e s which appear on the back of t h e r e s p e c t i v e checks , t h a t i s 
t o say , s i x on Janua ry 27, 1920 and f o u r on January 30 , 1920. We stamped 
t h e checks p a i d i n accordance wi th our u s u a l p r a c t i c e and forwarded them t o 
t h e Treasury of the United S t a t e s , and no th ing f u r t h e r was heard of t h e 
ma t t e r u n t i l on or about October 18, 1921. 

The checks were sen t to us by the Treasurer of t h e United S t a t e s 
w i th t h e s ta tement t h a t i t had been a s c e r t a i n e d t h a t t he endorsement of 
E l i z a b e t h Johnson was a f o r g e r y , and w i t h the f u r t h e r s ta tement t h a t u n l e s s 
good r ea son t o t h e con t r a ry was advanced by t h e endorse r s our account would 
be charged w i t h i n t h i r t y days . Our Bal t imore Branch promptly sen t the checks 
t o the Nationa/l Exchange Bank, which appears t o have promptly sen t them to 
t h e Commonwealth Bank. These banks , however, r e t u r n e d them w i t h t h e s ta tement 
t h a t John A. Johnson had c losed h i s account and they , a c c o r d i n g l y , r e f u s e d 
reimbursement. I unders tand t h e Treasu re r of t h e Ubited S t a t e s has s i n c e 
charged t h e s e checks to our account upon the ground t h a t t h e proof t h a t t h e 
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endorsement i s fo rged i s s u f f i c i e n t to j u s t i f y such cou r se , and to enable 
us t o recover t h e amount of the checks from the endors ing t a n k s . The endor-
s ing hanks , however, s t i l l deny our r i g h t t o recover the amount from them. 
I unders tand t h a t you d e s i r e my opinion upon the ques t ion of our l i a b i l i t y 
to the Treasure r of t h e United S t a t e s and t h e l i a b i l i t y of t h e endors ing 
banks t o us or to t h e T r e a s u r e r ; 

I t i s , of course , w e l l e s t a b l i s h e d law t h a t every pe r son who 
endorses a check w a r r a n t s t h e genuineness of p r i o r endorsements , and, i f 
i t be proven t h a t t h e endorsement of a p r i o r endorser i s a f o r g e r y , a 
subsequent endorser may be compelled to reimburse the amount of t h e check 
to t h e drawee. This r u l e of law has been extended to t r a n s a c t i o n s between 
t h e Treasure r of t h e United S t a t e s and banks or o ther pe r sons cashing checks 
drawn upon t h e Treasury i n a t l e a s t one r e p o r t e d d e c i s i o n of t h e United S t a t e s 
Supreme Court ; and, i n my opin ion i t i s , t h e r e f o r e , c e r t a i n t h a t t h e n a t i o n a l 
Exchange Bank and t h e Commonwealth Bank a r e l i a b l e to the Treasu re r of the 
United S t a t e s , p rov ided the Treasure r of t h e United S t a t e s can prove t h a t the 
endorsement of E l i z a b e t h Johnson i s a f o r g e r y , t h a t i s t o say , t h a t i t was not 
made by her and t h a t she i n no way au thor i zed or r a t i f i e d i t . The a l l e g a t i o n 
of f o r g e r y , however, r a i s e s an i s s u e of f a c t and the Treasu re r of the United 
S t a t e s would have t h e burden of p rov ing t h i s f a c t . T h e r e f o r e , i f t he endors-
i n g banks choose to deny t h i s f a c t , a s u i t must be brought a g a i n s t them and 
t h e f a c t e s t a b l i s h e d i n such s u i t by evidence admiss ib le i n a cour t of law, 
which I w i l l d i s c u s s more f u l l y l a t e r on. 

While the ma t t e r i s not e n t i r e l y f r e e f rom doubt , I i n c l i n e t o the 
opinion t h a t t h e Fede ra l Reserve Bank cannot be regarded a s an endorser of 
t he se checks. Treasury C i r c u l a r #176, d e a l i n g w i th the payment of Government 
checks, r eads as f o l l o w s : 

"Each Fede ra l Reserve Bank and b ranch w i l l cash 
Government war ran t s and checks drawn on t h e T rea su re r of 
t h e United S t a t e s when they a r e p r e sen t ed and p r o p e r l y i n -

dorsed by r e s p o n s i b l e i nco rpo ra t ed banks and t r u s t companies 
who gua ran tee a l l p r i o r indorsements t h e r e o n , i n c l u d i n g t h e 
indorsement of t h e drawer when the check i s drawn i n h i s 
favor . 1 1 

I f I cons t rue t h e above p r o v i s i o n c o r r e c t l y , i t makes the F e d e r a l Reserve Bank 
t h e agent of t h e Treasu re r t o pay checks p r e sen t ed t o i t and does not impose 
upon the bank t h e r e s p o n s i b i l i t y of an endorse r , but r e q u i r e s the bank t o cash 
the check when i t i s duly p r e sen t ed and p r o p e r l y endorsed by a r e s p o n s i b l e 
bank or t r u s t company, and, i f t h e Fede ra l Reserve Bank has r e l i e d upon the 
endorsement of a r e s p o n s i b l e inco rpora t ed bank or t r u s t company b e f o r e cash-
ing a check, i t has d i scha rged i t s f u l l duty as an a g e n t . I f i t l a t e r de-
ve lops t h a t an endorsement p r i o r to the l a s t bank endorsement i s a f o r g e r y , 
t h e Treasure r should look to such bank f o r reimbursement and may not charge 
t h e check t o t h e account of t h e Federa l Reserve Bank, u n l e s s and u n t i l t he 
Federa l Reserve Bank has succeeded i n r ecove r ing the money from the bank en-
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d o r s e r s . I t would be our d u t y , pe rhaps , t o use every p o s s i b l e means t o r e -
cover the money wi thout l i t i g a t i o n , but we have a l r e a d y made such an at tempt 
and we a r e c o n t i n u i n g to make* t h i s a t tempt as I s t a t e h e r e a f t e r , but X do not 
t h i n k t h a t a F e d e r a l Reserve Bank i s bound to c r e d i t t h e Treasu re r wi th t h i s 
money and assume t h e burden of l i t i g a t i o n , which would c e r t a i n l y be expen-
s i v e and which, l i k e a l l o the r l i t i g a t i o n , i s a t t ended w i t h some r i s k r ega rd -
l e s s of how c l e a r t h e f a c t s may appear to b e . 

I f I am r i g h t i n my c o n s t r u c t i o n of the above quoted p r o v i s i o n of 
the c i r c u l a r which I mentioned, we have a p e r f e c t r i g h t t o i n s i s t t h a t t he 
Treasure r of t h e United S t a t e s s h a l l t ake t h i s ma t t e r up d i r e c t l y wi th the 
Nat iona l Exchange Back and e i t h e r s e t t l e the ma t t e r or b r i n g a s u i t , upon 
whichever he deems a d v i s a b l e . 

I t might be contended by the Treasure r t h a t we occupy t h e p o s i t i o n 
of t h e l a s t endorser and t h a t , t h e r e f o r e , we a r e i n the p o s i t i o n of guaran-
t e e i n g p r i o r endorsements and the Treasurer has t h e r i g h t t o dea l w i th us 
a l o n e , . leaving us t o en fo rce our c la im upon endorse r s who were p r i o r to u s . 
I f t h i s view be t a k e n , we have , of course , the r i g h t to r e f u s e to admit t h a t 
t h e endorsement of E l i z a b e t h Johnson i s fo rged and i n s i s t t h a t b e f o r e we make 
reimbursement t h e Treasure r s h a l l bring- a s u i t a g a i n s t u s and e s t a b l i s h h i s 
a l l e g a t i o n by evidence admiss ib le i n c o u r t . 

I f we t ake the view t h a t we a r e no t the agent of t h e Treasure r i n 
paying Government checks , t hen i t must fo l l ow t h a t when we r e c e i v e a check 
drawn upon the Treasu re r from one of our member banks , we a r e , i n accordance 
w i t h t h e Regu la t ions of the f e d e r a l Reserve Board, a c t i n g a s the agent of the 
member bank, and i n such case ; a l though we s u s t a i n to t h e Treasu re r the r e -
l a t i o n of an e n d o r s e r , t o our member bank, we s u s t a i n the r e l a t i o n of an agent 
f o r c o l l e c t i o n ; and, t h e r e f o r e , when a c la im i s made upon us f o r a mat te r 
a r i s i n g out of our a c t i n c o l l e c t i n g t he se checks, we should not pay such 
c la im u n t i l we have n o t i f i e d our member bank and u n t i l t hey have e i t h e r au -
t h o r i z e d us t o pay t h e check and charge t h e amount to them, or u n t i l a s u i t 
has been brought a g a i n s t us and we have been compelled to . pay t h e c la im. In 
such a s u i t i t would be the duty of t h e member bank, as the r e a l p a r t y i n i n -
t e r e s t , t o make whatever de fense i t f e l t was p r o p e r , and we should do noth ing 
which would dep r ive them of t h e i r power t o make such d e f e n s e . 

You w i l l see from the above t h a t i n my judgment i t i s not our duty 
a t t h i s t ime to c r e d i t t he Treasure r w i th the amount of t h e s e checks . I f we 
do c r e d i t t h e Treasu re r wi th t h e amount of t h e s e checks and a t tempt to en fo rce 
reimbursement f rom t h e Nat iona l Exchange Bank, we s h a l l be compelled to t ake 
one of two c o u r s e s , ( l ) Sue t h e Nat iona l Exchange Bank f o r t h e amount of t h e 
checks . (2) Charge t h e r e s e r v e account of the n a t i o n a l Exchange Bank w i th 
t h e amount of t h e checks , l e a v i n g t h a t bank to sue us f o r t h e amount so w i t h -
h e l d . In e i t h e r case we should have the burden of p rov ing t h a t t he s i g n a t u r e 
of E l i z a b e t h Johnson was a f o r g e r y , and, t h e r e f o r e , f o r your i n fo rma t ion I s e t 
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ou t , as we l l a s I am a b l e t o do so a t p r e s e n t , t he evidence which would "be 
necessary t o s u s t a i n such a con t en t i on . 

We have i n our hands a c e r t i f i e d copy of an a f f i d a v i t made "by 
E l i z a b e t h Johnson. The c e r t i f i c a t e of the Treasury Department t h a t t h e a f f i -
d a v i t i s on f i l e w i t h them i s s u f f i c i e n t to prove t h a t t h e r e i s such an a f f i -
dav i t on f i l e i n t h e Treasury Department, "but i t can have no g r e a t e r e f f e c t 
than the o r i g i n a l a f f i d a v i t would have . I t i s we l l e s t a b l i s h e d as a r u l e of 
evidence t h a t no ex p a r t e a f f i d a v i t may be read i n cour t a s ev idence , but t h a t 
t h e pe r son who made i t must be produced as a wi tness or e l s e , i f t h e circum-
s tances j u s t i f y i t , t h e d e p o s i t i o n of t h a t pe r son must be t a k e n and t h e 
opposing p a r t y g iven an oppor tun i ty t o cross-examine t h e deponent . The re fo re , 
i f we brought a s u i t a g a i n s t t h e Na t iona l Exchange Bank upon t h e s e checks, 
we would be compelled e i t h e r t o produce E l i z a b e t h Johnson a s a wi tness or e l s e 
t a k e h e r d e p o s i t i o n , and as She appears to l i v e a t 314 Gore Avenue, Lawton, 
Oklahoma, e i t h e r course would be d i f f i c u l t and expens ive . In my judgement i t 
would be imposs ib le t o b r i n g t h i s s u i t wi thout r e l y i n g upon t h e tes t imony of 
E l i z a b e t h Johnson. We might , of course , a t tempt to prove our case by r e l y i n g 
s o l e l y upon evidence t h a t t h e handwri t ing upon t h e checks was a s u f f i c i e n t 
proof t h a t the endorsement was not made by E l i z a b e t h Johnson i n pe r son . To 
do t h i s , however, we must f i r s t produce an admit ted genuine specimen of t h e 
handwr i t ing of E l i z a b e t h Johnson. The Treasury Department has o f f e r r ed us 
p h o t o s t a t i c cop ies of c e r t a i n checks endorsed by E l i s a b e t h Johnson and makes 
t h e s ta tement t h a t she does not ques t ion t h e genuineness of he r endorsement 
upon the se checks . These p h o t o s t a t i c cop i e s , however, would not be s u f f i c i e n t 
t o prove t h a t t he endorsement upon the back of them showed t h e genuine hand-
w r i t i n g of E l i z a b e t h Johnson. We would be compelled e i t h e r t o produce some 
person f a m i l i a r w i t h t h e handwri t ing of E l i z a b e t h Johnson who could i d e n t i f y 
t h e endorsements upon t h e checks or e l s e we would be compelled t o produce 
E l i z a b e t h Johnson to i d e n t i f y he r genuine endorsement. Having done t h i s , we 
would i n t r o d u c e the p h o t o s t a t i c copies upon which the endorsement was sa id t o 
be f o r g e d and would i n t roduce e x p e r t s t o g ive t h e i r op in ion a s t o t h e genuine-
ness of the endorsements a l l e g e d to be f o r g e d . We know of no pe r son a c q u a i n t -
ed wi th E l i z a b e t h Johnson who could i d e n t i f y her handwr i t ing . I t , t h e r e f o r e , 
seems t o me even w i t h the a i d of expe r t s i n handwr i t ing we would hot make out 
a c l e a r case u n l e s s we produced E l i z a b e t h Johnson as a w i t n e s s or took he r 
d e p o s i t i o n . T h e r e f o r e , i n ay op in ion , i f t h e Federa l Reserve Bank c r e d i t e d 
t h e Treasure r w i t h t h e s e checks, we w i l l f i n d i t expensive and d i f f i c u l t t o 
secure reimbursement by means of a s u i t a g a i n s t t h e Na t iona l Exchange Bank 
of Ba l t imore , and, as I s t a t e d above, I do not b e l i e v e we a r e under any l iar-
b i l i t y or moral duty to assume t h e expense of such a s u i t . 

I may add t h a t s i nce t h i s case was r e f e r r e d t o me I have w r i t t e n 
Mr. Robert B iggs , a t t o r n e y f o r the Commonwealth Bank, and have suggested t o 
him t h a t u n l e s s h i s c l i e n t was w i l l i n g t o pay the amount of t h e s e checks i t 
would probably be necessa ry f o r the ma t t e r t o be s e t t l e d by a s u i t . I , 
t h e r e f o r e , r eques t ed him to look i n t o t h e mat te r and to a d v i s e me f r a n k l y 
whether or not he had any good reason to doubt t h a t a f o r g e r y has been i n 
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Mr. Geo. J . Seay, Governor. - 5 -

M. G. Wallace, Counsel. 

f a c t committed. I t seemed to me t h a t i t was u s e l e s s t o d i s p u t e over r u l e s 
of evidence u n l e s s we i n r e a l i t y f e l t t h a t t h e r e was a doubt as t o t r u e 
f a c t s . He lias w r i t t e n me t h a t h i s c l i e n t was endeavor ing t o l o c a t e John A. 
Johnson, who i t seems l i k e l y committed the f o r g e r y , i f a f o r g e r y has been 
committed, and he would l a t e r adv i se me of the r e s u l t s of h i s e f f o r t s . I 
suggest t h a t we should send to Mr. Biggs the p h o t o s t a t i c cop ies of t h e docu-
ments t o "jhich I have r e f e r r e d above and r e q u e s t him to examine them and r e -
t u r n them to u s . I t h i n k t h a t such course may w e l l r e s u l t i n convincing Mr. 
Biggs t h a t i t i s u s e l e s s to l i t i g a t e t h i s m a t t e r , . 

Very t r u l y y o u r s , 

(S) M. G. Wallace , 
C o u n s e l . 

MGW-S 
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FEDERAL RESERVE BAM 

OF RICHMOND 

January 25, 1922. 

Dear Governor Harding: 

R e f e r r i n g to your l e t t e r of t h e 20 th 
sending u s a copy of one from the Under Sec re t a ry of t h e 
Treasury , da ted January 18, r e l a t i v e t o r ec l amat ion upon 10 
checks , each f o r the sum of $30, drawn "by the Bureau of War 
Risk Insurance upon t h e Treasurer of the United S t a t e s i n 
f a v o r of E l i z a b e t h Johnson, on which t h e endorsements of the 
payee a r e a l l e g e d to have "been f o r g e d , I now enc lose l e t t e r 
from our counse l , under d a t e of the 25 th , answering t h e po-
s i t i o n t a k e n by t h e Treasury Department and s e t t i n g f o r t h 
what i t i s b e l i e v e d the a t t i t u d e of t h i s bank should be i n 
t ho m a t t e r . 

I t w i l l , of course , be unders tood by t h e 
Department t h a t our r e l a t i o n towards our member banks , a s we l l 
a s our r e l a t i o n towards t h e Treasury , r e q u i r e s , i n our op in ion , 
t h a t our p rocedure should be s t r i c t l y i n accordance w i t h l e g a l 
requi rements as t r e l l a s w i t h approved banking p r a c t i c e . 

I f t h e bank which cashed t h e checks, or 
t h e member bank from which we r ece ived them r e f u s e s t o redeem them 
and compels us t o go i n t o cour t t o en fo rce the p o s i t i o n of t h e 
Treasury , w i t h which s i t u a t i o n we seem t o be f a c e d , t hen t h e p o s i -
t i o n of our counsel i s we l l t aken . You w i l l observe t h a t our 
counsel sugges t s i n t h e l a s t paragraph of h i s l e t t e r t h a t we send 
to the a t t o r n e y of t h e Commonwealth Bank, which cashed t h e checks , 
t he p h o t o s t a t i c cop ies of the documents i n t h e c a s e , t e n d i n g t o 
prove t h e a l l e g a t i o n of f o r g e r y . We s h a l l t ake t h i s c o u r s e , and 
w i l l l a t e r adv i s e t h e Department, through you, of t h e r e s u l t . 

Very t r u l y y o u r s , 

(S) Geo. J . Seay 
G o v e r n o r . 

GJS-CCP 
1 E n d . 

Hon. W. P . G. Harding, Governor, 
Federa l Reserve Board, 

Washington, D. C. 
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January 26, 1922. 

Dear Mr. S e c r e t a r y : 

F u r t h e r i n r e f e r e n c e t o r ec l amat ion by t h e Fede ra l 

Reserve Bank of Richmond upon t en checks drawn by t h e 

Bureau of War Risk Insurance , on which t h e endorsements of 

t h e payee a r e a l l e g e d t o have been f o r g e d , I enc lose 

he rewi th f o r your i n fo rma t ion copies of l e t t e r and enc losure 

r ece ived today from t h e Governor of t h e Federa l Reserve 

Bank of Richmond, which a r e s e l f - e x p l a n a t o r y . 

Very t r u l y you r s , 

G o v e r n o r . 

Hon. S. P . G i l b e r t , J r . , 
Under S e c r e t a r y of the Treasury , 

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



X-6867a-26. 
(Copy) 

June 21, 1922. 

Ifiy dear Governor; 

In view of your l e t t e r of January 25, 1922, to Governor 

Harding, as t o t h e 10 checks f o r $30.00 each, drawn by the Bureau 

of ".Tor Risk Insurance upon the Treasurer of the Uni ted S t a t e s i n 

f a v o r of E l i z a b e t h Johnson and cashed oyi endorsements of the payee 

which a r e a l l e g e d to have been fo rged , which was t r a n s m i t t e d by a 

l e t t e r da ted January 26, 1922, from Governor Harding, i t may i n -

t e r e s t you t o know t h a t the Treasury i s proceeding to en fo rce re^ 

c lamat ion a g a i n s t the endorsers of these checks and has made demand 

upon the n a t i o n a l Exchange Bank of Ba l t imore . In t h i s connect ion 

I should l i k e to add, f o r the sake of the record and i n view of 

the p o i n t s r a i s e d i n the memorandum dated January 25, 1922, from 

M. G. Wallace, counsel of the Federa l Reserve Bank of Richmond, 

which accompanied your l e t t e r , t h a t the Treasury does no t look to 

the Federa l Reserve Banks as i n d o r s e r s or gua ran to r s of wa r r an t s 

or cheSks drawn on the Treasurer which may be cashed by the Federa l 

Reserve Banks. The d u t i e s and f u n c t i o n s of the Federal Reserve 

Banks, as d e p o s i t a r i e s and f i s c a l agents of the Uni ted S t a t e s , i n 

r e s p e c t to t h e payment of Government war ran ts and checks a r e s e t 

f o r t h i n pa ragraphs 35-38 of Treasury Department C i r cu l a r ITo. 176, 
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as amended and supplemented Ivlay 15, 1922, and the Treasury has no 

i n t e n t i o n of ho ld ing the Federal Reserve Banks to any l i a b i l i t y i n 

t h i s connect ion beyond the d i scha rge of t h e i r d u t i e s and respon-

s i b i l i t i e s under the terms of the c i r c u l a r . 

Very t r u l y yours , 

(Signed) S. P . GILBERT, J r . , 
Under S e c r e t a r y . 

George J . Seay, E s q . , 
Governor, Federa l Reserve Bank, 
Richmond, Va. 
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TH3 DinSBSSGBSIABY OF TH3 TE3ASUBY 

Washington 

June 21, 1922. 

My dear Governors 

In vier/ of our p rev ious correspondence i n the m a t t e r , I am 

e n c l o s i n g f o r your i n fo rma t ion a copy of my l e t t e r of t h i s da te 

t o the Governor of the Federal Reserve Bank of Hichmond, which 

s t a t e s the T r e a s u r y ' s a t t i t u d e wi th r e s p e c t to the l i a b i l i t y of 

the Federal Reserve Banks on Government warrants and checks 

cashed by them. 

Very t r u l y yours , 

(Signed) S. P . GILBERT, J r . , 

Under S e c r e t a r y . 

Hon. T7. P. G. Harding, 
Governor, Federa l Reserve Board. 

1 e n c l o s u r e . 
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X-3U5S 

June 27, 1922. 

SUBJECT: L i a b i l i t y of Federa l Reserve Banks on Government 
' ."arrant3 and Checks Cashed by Them. 

Dear S i r : 

The Uhdor Secre ta ry of the Treasury has sen t the 
Board a copy of a l e t t e r he has w r i t t e n the Governor of one 
of the Federa l Reserve Banks on the sub j ec t of the l i a b i l i t y 
of Fede ra l R^serv? Banks on Government war ran t s and checks 
cashed by thuzr.. For your in fo rmat ion I quote t h e fo l l owing 
from the l e t t e r in q u e s t i o n : 

"The Treasury does not look t o the Federa l 
Reserve Banks as i n d o r s s r s or gua ran to r s of w a r r a n t s 
or checks drawn on the Treasure r which may be cashed 
by the Federa l Reserve Banks. The d u t i e s and f u n c -
t i o n s of the Federa l Reserve Banks, as d e p o s i t a r i e s 
and f i s c a l agen t s of the United S t a t e s , in r e s p e c t 
t o t h e payment of Government w a r r a n t s and checks a r e 
s e t f o r t h in paragraphs 35~3& of Treasury Department 
C i r c u l a r No. 176, as amended and supplemented May 
15> 1922, and the Treasury has no i n t e n t i o n of ho ld -
ing t h e Federa l Reserve Banks t o any l i a b i l i t y i n 
t h i s connect ion beyond the d i scha rge of t h e i r d u t i e s 
and r e s p o n s i b i l i t i e s under the terms of t h e c i r c u l a r . " 

Very t r u l y yours , 

G o v e r n o r . 

GOVERNORS OF ALL F . R. BANXS 
COPIES TO CHAIRMEN. 
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6 0 W W 8 b f the W i t # StATBS 

House of Represen ta t ives 

Washington, D. C. 

December 7, 1922. 

Federal Reserve Board, 
Treasury Department, 
Washington, D. C. 

Gentlemen: 

A s t a t e Bank in my d i s t r i c t in South Carol ina has the Nat ional Loan 
and Exchange Bank of Columbia, South Carol ina , as i t s correspondent and 
r e s e r v e agen t , and has r ece ived a l e t t e r from sa id bank s t a t i n g t h a t in 
pursurance of the p r a c t i c e of the Federal Reserve Bank, Richmond, V i rg in i a , 
the member bank in Columbia w i l l deb i t the account of the l o c a l bank with 
a l l checks t h a t the Government f a i l s and r e f u s e s to pay, when the Govern-
ment d i scovers a f t e r the check i s i s sued , t ha t f o r some reason payment 
thereon should be stopped. Also, even when Government vouchers have been 
p a i d and i t has been decided l a t e r tha t the money was not due, the voucher 
i s then r e t u r n e d back through the Federal Reserve Bank to the l o c a l bank 
which i s r equ i r ed to have to take same up. 

I f t h i s p r a c t i c e i s enforced i t w i l l work a g rea t hardship both to 
the l o c a l banks and to the var ious b e n e f i c i a r i e s of the Bureau of War Risk 
Insurance , who a r e s c a t t e r e d throughout the country in the number of nea r ly 
one m i l l i o n . I f t h i s r u l e can be l e g a l l y enforced, then, these c la imants 
w i l l f i n d i t almost impossible to have t h e i r checks cashed a t l o c a l banks 
because, as a ma t te r of f a c t , most of these b e n e f i c i a r i e s a r e not respons-
i b l e , f i n a n c i a l l y , so t ha t they can be compelled by j u d i c i a l a c t i o n to r e -
fund the money. Therefore the l o c a l bank i s o b l i g a t e d not only to guarantee 
the genuineness of the endorsement and the genuineness of t h e voucher, but 
to guarantee t h a t t he voucher r e p r e s e n t s an ac tua l governmental o b l i g a t i o n . 
This i s asking too much of the l o c a l banks, and as a r e s u l t , they w i l l be 
fo rced to r e f u s e to cash government checks and thus the innocent b e n e f i c i a r i e s 
of t h e government w i l l s u f f e r . 

P l e a s e adv i se me a t once what i n s t r u c t i o n s have been given to the Re-
serve Banks and i f none, what i s your conclusions upon t h i s s t a t e of f a c t s ? 

Thanking you f o r e a r l y a t t e n t i o n to t h i s case , I am 

Very r e s p e c t f u l l y , 

(Signed) J . J . McSwain. 
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December 9 , 1922 

Hon, Edmund P i a t t , Vice Governor, 
Federa l Reserve Board, 

Washington, D. C. 

Dear Mr. P i a t t : 

I am i n r e c e i p t of your l e t t e r of the 8 th sending us a copy of 
a l e t t e r from Congressman J . J . McSwain, of South Caro l ina , i n which ' 
he s t a t e d : 

"A S t a t e "bank i n my D i s t r i c t i n South Caro l ina has the Na t iona l 
Loan & Exchange Bank of Columbia as i t s correspondent and r e s e r v e 
a g e n t , and has r e c e i v e d a l e t t e r from s a i d "bank s t a t i n g t h a t i n 
pursuance of the p r a c t i c e of the Federal Reserve Bank of Richmond, 
the member "bank i n Columbia w i l l d e b i t the account of the l o c a l 
bank wi th a l l checks t h a t the Government f a i l s and r e f u s e s to pay 
when the Government d i scovers a f t e r the check i s i s s u e d payment 
the reon should be s topped. Also even when Government vouchers 
have been p a i d , and i t has been decided l a t e r t h a t the money was 
no t due, the voucher i s then r e t u r n e d back through the Federa l 
Reserve Bank t o t h e l o c a l bank, which i s r e q u i r e d to take same u p . " 

The p r a c t i c e of the Treasury Department i n such m a t t e r s i £ f u l l y 
d e s c r i b e d i n pa rag raph 37 of the Department 's C i r cu l a r Ho. 176, which 
pa rag raph reads i n p a r t as fo l lows : 

"37. PAYMENT BY TREASURER.—The Treasurer of the Uni ted S t a t e s 
r e s e r v e s the u s u a l r i g h t of the drawee to examine, when r e c e i v e d , 
a l l Government war ran t s and checks cashed by Federa l Reserve Banks 
and branches and g e n e r a l Na t iona l bank d e s p o s i t a r i e s , and to r e f u s e 
payment t h e r e o n . The Treasurer w i l l handle a l l such i tems r ece ived 
by him on the fo l l owing b a s i s : (1) Immediate r e t u r n w i l l be made of 
any warrant o r check, payment of which i s r e f u s e d on account of forged 
s i g n a t u r e of drawer, i n s u f f i c i e n t funds , s toppage of payment, or any 
m a t e r i a l d e f e c t d i scovered upon f i r s t examinat ion, i n a l l of which 
cases t h e t r a n s i t account of t h e r e m i t t i n g bank w i l l be charged wi th 
the amount of the r e t u r n e d warrant o r check and the r e m i t t i n g batik 
w i l l be expec ted to g ive immediate c r e d i t t h e r e f o r i n the T r e a s u r e r ' s 
a ccoun t . (2) I n the event t h a t any warrant o r check which has been 
p a i d by the Treasurer i s subsequent ly found t o b e a r a fo rged endorse-
ment, o r to have been r a i s e d , or to bear any o the r m a t e r i a l a l t e r a t i o n 
or d e f e c t which was not d i scoverab le upon f i r s t examinat ion, a photo-
g r a p h i c copy of the warrant or check w i l l be forwarded to the r emi t t i ng 
bank and i t s t r a n s i t account w i l l be charged wi th the amount by the 
T r e a s u r e r , bu t the r e m i t t i n g bank w i l l not be expected t o g i v e c r e d i t 
i n the T r e a s u r e r ' s account f o r i tems of t h i s c l a s s u n t i l i t has r e -
ce ived reimbursement t h e r e f o r . (3) In cases of war ran ts or checks 
b e a r i n g a fo rged s i g n a t u r e of the drawer, not d iscovered upon f i r s t 
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examinat ion by the T reasu re r , and. i n o ther ca se s where the Treas -
u r e r ' s r i g h t to r ec l a im i s i n ques t ion , the war ran t s or checks w i l l 
be forwarded to t h e r e m i t t i n g bank as c o l l e c t i o n i tems and taken up 
by the Treasure r when c r e d i t e d , w i th no i n t e r m e d i a t e charge i n the 
account of the r e m i t t i n g bank." 

The Federa l Reserve Bank of Richmond a c t s i n s t r i c t accordance wi th 
the fo rego ing r e g u l a t i o n of the Treasury Department. Should the Fed-
e r a l Reserve Bank have r e t u r n e d to i t by the Treasurer any war ran t or 
check payment of which i s r e f u s e d on account of fo rged s i g n a t u r e of 
drawer , i n s u f f i c i e n t funds , s toppage of payment, or any m a t e r i a l d e f e c t 
d i scove red upon f i r s t examinat ion, the Federal Reserve Bank w i l l be r e -
qu i r ed to a c t accord ing to the Treasury r e g u l a t i o n and w i l l , of course, 
i n t h a t case be compelled to charge such check back to the account of 
the member bank f rom which i t r ece ived i t , and r e t u r n s a i d check to the 
bank . In the e v e n t , however, t h a t any warrant or check which has been 
p a i d by the Treasury i s subsequent ly found to b e a r a forged endorsement, 
e t c . , a s f u l l y de sc r i bed i n paragraph 37 quoted above, i t i s the 
p r a c t i c e of the Federa l Reserve Bank to acqua in t the member bank from 
which i t r e c e i v e d such a check of the c i rcumstances of the ca se , and 
we enclose copy of a l e t t e r which we -usually address to the member bank 
under c i rcumstances of t h a t c h a r a c t e r . 

I n the event t h a t the member bank dec l ines f o r any reason s u f f i c i e n t 
t o i t s e l f t o g ive c r e d i t f o r the check i n ques t i on , no en t ry i s made 
a g a i n s t i t s accoun t , b u t the ma t t e r i s r e p o r t e d to the t r e a s u r y Department 
f o r such a c t i o n as may be c a l l e d f o r . I t was former ly the p r a c t i c e of 
the Department to r e q u i r e Federa l Reserve Banks t o g ive immediate c r e d i t 
f o r a l l such checks as desc r ibed above when r e t u r n e d by the Department 
f o r any o f - t h e r e a s o n s g iven , b u t , inasmuch as the law which governs 
banking i n s t i t u t i o n s g e n e r a l l y i n such cases has been decided by the 
c o u r t s to be a p p l i c a b l e to the Treasury Department, or f o r reasons of 
e q u i t y , the Treasury Department changed i t s p r a c t i c e with r e s p e c t to 
Fede ra l Reserve Banks and i s s u e d C i rcu la r Ho. 176, by which Federa l 
Reserve Banks have been governed and to which the Treasury Department 
now conforms. 

I f the banking i n s t i t u t i o n 1 which appealed to Congressman McSwain 
ho lds the opinion t h a t i t should be r e l i e v e d of a l l r e s p o n s i b i l i t y as 
endor se r on Government checks when i t cashes the same f o r the wrong 
p e r s o n or upon a fo rged endorsement, or when the Government check i t s e l f 
has a fo rged s i g n a t u r e or o the r d e f e c t s , as i n d i c a t e d i n the Department 's 
c i r c u l a r , then i t i s man i fes t t h a t r e s p o n s i b i l i t y cannot be waived. 

The r e s p o n s i b i l i t y of banks i n g e n e r a l which cash Government 
checks and war ran t s i s no g r e a t e r than when cashing o the r checks . I t 
i s we l l unders tood t h a t when any bank f i n d s t h a t i t has cashed a check 
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w i t h a fo rged endorseyont of the payee , i t has the r i g h t of r ecourse 
to the endor se r , whether a bank or pe rson , from which the check was 
r e c e i v e d by i t . t h e s e a r e r e s p o n s i b i l i t i e s t h a t p e r t a i n to the banking 
"business and a re we l l f i x e d by l a n , and cannot be avoided. 

The purpose of t h i s l e t t e r i s simply to adv i se you t h a t the p r a c -
t i c e of the Federa l Reserve Bank of Richmond i s i n s t r i c t accord wi th 
Treasury r e g u l a t i o n s , and to express the opinion t h a t Treasury r egu la -
t i o n s by which we a rc governed conform to gene ra l banking custom 
everywhere. 

' i i o enc lose a copy of t h i s l e t t e r , which we s h a l l be g l a d to have 
you t r ansmi t to Congressman McSwain, should you f e e l so i n c l i n e d . 

Very t r u l y yours , 

(Signed) Geo. J . Seay, 

Governor. 

GJS-CCP 
S n c l s . 
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COSTGRESS OF $HS tiHITED STATES 
HOUSE OF REERSSEIJTAIIVES 

Was hi ng t on, D. C. 

December 14, 1922. 
Hon. Edmund P i a t t , 
Act ing Governor, 
Fede ra l Reserve Board, 
Washington, D. C. 

My dear Mr. P i a t t : • 

I "beg l eave to acknowledge r e c e i p t of your l e t t e r of 
December 13, i n which was enclosed copy of l e t t e r from Mr. 
George J . Seay, Governor of the Federal Reserve Bank of Rich-
mond, V i r g i n i a . 

In r e p l y to h i s l e t t e r I beg to say t h a t i n my humble 
opinion the same does not meet the ques t ion p r e s e n t e d by my 
l e t t e r . 

Of course any lawyer must know t h a t the member bank, or 
l o c a l bank, cashing a check upon a forged s i g n a t u r e , qp i n case 
of f a l s e p e r s o n a t i o n , w i l l be l i a b l e t o make good the Itoney. 
The case I mention i s t h i s : Where t h e r e i s no doubt about the 
i d e n t i t y of t h e pe r son , and no doubt about the genuineness of 
t h e s i g n a t u r e , bu t the government subsequent ly takes the p o s i t i o n , 
as iff o f t e n the case when dea l ing wi th the Ve te rans ' Bureau, t h a t 
the Government d i d not owe the money a t the time the check was 
i s s u e d , or t h a t the check was i s s u e d , f o r a g r e a t e r sum than i t 
should have been i s s u e d f o r , and i n such case the government 
r e t u r n s the voucher back through channels and has the same charged 
to the bank which cashed the check f o r the r i g h t pe r son , upon a 
p rope r endorsement, and i n such case , I cannot f o r the l i f e of me 
see how a bank which cashed a government voucher f o r the r i g h t 
pe r son can be chargeab le wi th n o t i c e t h a t as a mat te r of a b s o l u t e 
t r u t h the voucher i s f o r an excess amount, or no t due a t a l l . I t 
seems to mo i n such case the f a u l t l i e s wi th t h e Veterans ' Bureau, 
or any o ther .Bureau i s s u i n g the check, and should be charged to i t 
and the government be estopped t o deny the v a l i d i t y of i t s own 
vouchers which have been put i n t o c i r c u l a t i o n by i t s own hand. 

Yours very r e s p e c t f u l l y , 

(Signed) J . J . McSwain. 
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December 22, 1922. 

Dear Mr. McSwain: 

Replying t o your l e t t e r of December 14th , i t seems to 
me t h a t Governor Seay ' s l e t t e r , which was enclosed, wi th mine of 
t h e 13 th , covered p r e t t y f u l l y the mat ter of complying wi th i n -
s t r u c t i o n s of the Treasury Department with r ega rd to the handl ing 
of Government checks, t u t i t was, pe rhaps , so f u l l y covered t h a t 
the case more s p e c i f i c a l l y o u t l i n e d i n your l e t t e r of December 
14 th could no t e a s i l y be p icked out from i t . Of course , you 
unde r s t and t h a t t h i s i s a mat ter where the Reserve banks must 
f o l l o w Treasury i n s t r u c t i o n s and I may say t h a t these i n s t r u c t i o n s 
have been a m a t t e r of debate between the banks and the Treasury 
on s e v e r a l o c c a s i o n s . They a r e dec idedly more l i b e r a l than they 
u s e d to be and 1 t h ink the bank whidh wrote you about them probably 
had not compared the former p r a c t i c e wi th the p r e s e n t . 

In the case you mentioned, namely, "There t h e r e i s no doubt 
about the i d e n t i t y of the pe r son , and no doubt about the genuineness 
of the s i g n a t u r e , bu t the government subsequent ly takes the p o s i t i o n , 
as i s o f t e n the case when dea l ing with the Ve te r ans ' Bureau, t h a t 
the government d i d no t owe the money at. the time the check was i s s u e d , 
or t h a t the check was i s sued f o r a g r e a t e r sum than i t should have 
been i s s u e d f o r " , i t would seem a t f i r s t thought t h a t you a re r i g h t 
i n ma in t a in ing t h a t the Government i t s e l f should s t and any l o s s t h a t 
might r e s u l t from f a i l u r e to r ecove r from the pe r son t o whom the 
check was p a i d bu t t h i s i s a m a t t e r of law, and i n t h a t p a r t i c u l a r 
case i f the government i t s e l f has p a i d the check my unders t and ing 
i s the Government sends i t back through the Federa l Reserve bank to the 
bank which cashed i t as p r a c t i c a l l y a c o l l e c t i o n i t em under p r e s e n t 
p r a c t i c e and the Federa l Reserve bank does not charge back the amount 
of the check to the member bank u n l e s s i t can be c o l l e c t e d . The 
Reserve bank, however, i s r e q u i r e d to charge back the check i f payment 
i s s topped because of d i scovery of e r r o r b e f o r e check i s p a i d by the 
T rea su re r of the Uni ted S t a t e s and hence the p r a c t i c e of some banks 
i s not to cash these checks bu t t o take them from the payee f o r 
c o l l e c t i o n . 

I am tak ing the l i b e r t y of r e f e r r i n g t h i s correspondence 
to the Under S e c r e t a r y of the Treasury . 

Yours very t r u l y , 

(Signed) Edmund P i a t t , 

Act ing Governor. 
Hon. J . J . McSwain, 
House of R e p r e s e n t a t i v e s , 
Washington, D. C. 
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THE COMMERCIAL BANK 

Cl in ton, S, C. 

December 11, 1922. 

Hon. A. W. Mellon, 
Secre ta ry of the Treasury, 

Washington, D. C. 

Dear S i r : -

The fo l lowing c i r c u l a r l e t t e r comes to us from our correspondent 
bank t h r u the Federal He serve Bank of Richmond, Va.: 

"The Government has f o r many years exerc ised the r i g h t to 
r e t u r n a t any time, warrants and checks which f o r any cause 
h a w not been considered good, and we have been advised t h a t 
t h i s p r a c t i c e w i l l be continued. The Federal Reserve B a n k 
of Richmond, in view of t h i s p r a c t i c e and as a cond i t ion of 
paying government warrants and checks on the Treasurer of the 
United S t a t e s , r e se rves t he r i g h t to debi t the account of 
t he l a s t endorsing bank, uncond i t i ona l ly , a t any t ime, wi th 
any such r e tu rned items deposi ted with , endorsed t o , or 
o therwise made by t h i s bank." 

In view of the abotre we s h a l l a p p r e c i a t e i f you w i l l g ive us 
some informat ion as to what checks we should cash and should n o t . 

For i n s t ance : we have severa l customers who draw r e g u l a r com-
pensa t ion checks and a l so get r egu la r insurance checks. Wow, today 
we a re cashing your insurance checks 2?os. 58799200-01-02-03 and 04, 
Mrs. Do l l i e H a r r i s McCoy. In add i t ion to t h i s we a r e cashing f o r the 
same p a r t y compensation checks 5bs. 49654894-95-96-97, made payable 
to the same p a r t y who i s guardian f o r the e s t a t e of Douglas McCoy. 

We a l s o cash checks f o r Lula Johnson, Mrs. S a i l i s To1den Hudgens, 
and Mrs. Mary Morre. Al l the above p a r t i e s r ece ive insurance checks, 
a l so compensation checks. 

How, what we wish to know i s whether or not we should cash these 
checks, without any ques t ion of you having to charge them back to u s . 

Of course , i t i s our p l e a s u r e to render any and a l l s e r v i c e we 
can to these p a r t i e s , but we do not care to assume the r e s p o n s i b i l i t y 
f o r the Government's f a i l u r e to i s sue these checks c o r r e c t l y , as we a r e 
sure of the i d e n t i t y of the p a r t i e s f o r whom we a re cashing them. 
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Kindly adv i se us whether we should cont inue t h i s p r a c t i c e and 
in your op in ion not be l i a b l e f o r any checks cashed f o r t h e p a r t i e s 
named in t h i s l e t t e r . 

Your very prompt a t t e n t i o n w i l l be g r e a t l y a p p r e c i a t e d . 

Yours very t r u l y , 

(Signed) F. M. Boland, 
Cashier . 

B / f b 
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December 28, 1922. 

Dear S i r ; 

I have your l e t t e r of December 11 th , a d v i s i n g of a c i r c u -

l a r l e t t e r r e c e i v e d from a correspondent bank through the Federa l 

Reserve Bank of Richmond, p u r p o r t i n g to r e g u l a t e the " c h a r g i n g 

back?' of Government war ran t s and checks, and i n q u i r i n g a s to i t s 

e f f e c t , e s p e c i a l l y wi th r e g a r d to your r e s p o n s i b i l i t y in ca se s 

of over-payment of war r i s k insurance and compensation checks . 

You have, no doubt , heard from my l e t t e r of December 

12th to Senator D i a l , who wrote the Treasury in your beha l f 

r ega rd ing t h i s m a t t e r , and have a l s o been advised by the Federa l 

Reserve Bank of Richmond of i t s p r e s e n t p r a c t i c e and i t s view of 

t h e r i g h t s and o b l i g a t i o n s of banks endors ing checks drawn on the 

Treasure r of the Uni ted S t a t e s . The c o r r e c t p r a c t i c e i s s t a t e d 

in t h e s e communications. 

With r ega rd to s p e c i f i c i n s t a n c e s of war r i s k insurance 

and compensation checks, concerning which you appear to be in 

doubt , you a r e informed t h a t t h e Uni ted S t a t e s Veterans Bureau 

s t a t e s t h a t t h e r e a r e many cases where i t i s p o s s i b l e f o r a bene-

f i c i a r y to r e c e i v e bo th compensation and insurance from t h a t Bureau. 

For i n s t a n c e , when a s o l d i e r i s g iven a permenent t o t a l d i s a b i l i t y 

r a t i n g on account of s i ckness con t r ac t ed or i n j u r i e s r e c e i v e d whi le 

in t h e s e r v i c e , he i s awarded compensation and i f he i s a p o l i c y 
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h o l d e r , he i s e n t i t l e d to r e c e i v e h i s insurance . In t h e sains way 

i f a s o l d i e r i s r e c e i v i n g compensation from t he Veterans Bureau and 

i s t he h o l d e r of a war r i s k insurance p o l i c y , a t h i s dea th , t h e 

compensation w i l l be awarded to h i s dependents and the insurance 

w i l l be p a i d to the b e n e f i c i a r y named in t h e p o l i c y . The bank 

cash ing such checks, should observe the same p r e c a u t i o n s as i n 

cash ing o r d i n a r y commercial checks and i t s l e g a l o b l i g a t i o n s a r e 

s i m i l a r to t hose in connect ion with the cash ing of commercial i tems. 

Obviously, the bank w i l l not be he ld f o r an over-payment caused 

by neg l igence of t h e Uni ted S t a t e s Veterans Bureau in drawing the 

checks . The checks r e f e r r e d to in your l e t t e r a r e r e p o r t e d by 

t h e Veterans Bureau to have been c o r r e c t l y drawn. 

Very t r u l y yours , 

A. W. MELLON 
S e c r e t a r y of t h e Treasury . 

* 

F. M. Boland, Esq . , 
Cash ie r , The Commercial Bank, 
C l in ton , S. C. 
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January 5, 1923. 

Dear Mr. Gi lbe r t :* 

I have j u s t been r ead ing over wi th g r e a t i n t e r e s t the 
correspondence enclosed w i th yours of January 3rd , which you 
have had wi th t h e Commercial Bank of C l in ton , South Caro l ina , 
wi th r e l a t i o n to Treasury i tems. 

I n o t i c e t h i s s p e c i f i c s ta tement in Sec re t a ry M e l l o n ' s 
l e t t e r of December 28 th d i r e c t e d to F. M. Eoland, Cashier 
of the Commercial Bank of Cl in ton . "Obviously, t he bank w i l l 
no t be h e l d f o r an over-payment caused by neg l igence of the 
Uni ted S t a t e s Veterans Bureau in drawing the checks" . 

This looks to me l i k e a d e f i n i t e r u l i n g and s t a n d i n g by 
i t s e l f would seem to mean t h a t t he bank should not be h e l d f o r 
an over-payment even i f t h e d i scovery of over-payment was made 
b e f o r e t h e check had been p a i d by the Treasurer of t h e Uni ted 
S t a t e s and a s top order had been i s sued a f t e r t h e bank had 
cashed the check and whi le i t was in t r a n s i t to the T r e a s u r e r ' s 
o f f i c e . I t seems to me t h a t i s t he i n t e r p r e t a t i o n t h a t w i l l 
n a t u r a l l y be pu t upon t h a t sentence by the Cashier of t h e Com-
merc ia l Bank of C l in ton , South Carol ina , even though in the 
sen tence above i t i s s t a t e d the bank ' s " l e g a l o b l i g a t i o n s a r e 
s i m i l a r to those in connect ion with the cash ing of commercial 
i t ems" . 

My unde r s t and ing has been t h a t in such cases where s top 
o r d e r s a r e i s s u e d a f t e r the cash ing of a check, but b e f o r e i t 
had been f i n a l l y p a i d by the Treasure r of the Uni ted S t a t e s , t h e 
p r a c t i c e has been to charge back the check through the Federa l 
Reserve bank to t h e bank which cashed i t bu t t h a t i f t h e Treasurer 
of the Uni ted S t a t e s had a l r e a d y p a i d the check b e f o r e t h e d i s -
covery of e r r o r was made the check was then sent back merely a s 
a c o l l e c t i o n i tem and wi thout a t t emp t ing to ho ld t h e bank which 
cashed t h e check r e s p o n s i b l e f o r the o v e r p a y m e n t . 

Yours ve t r u l y , 

Act ing Governor 

Hon. S. P . G i l b e r t , J r . , 
Under S e c r e t a r y of t h e Treasury . 
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FEDERAL RESERVE BA1TK 

OF RICHMOND 

November 1, 1923. 

The Federa l Reserve Board, 
Washington, D. C. 

A t t e n t i o n : Mr. Walter Wyatt, 
General Counsel. 

My dear Mr. Wyatt: 

I have your l e t t e r of October 30th r e q u e s t i n g me to send you a 
copy of our c i r c u l a r r e l a t i n g to t h e -payment of Government checks, which 
was in e f f e c t in June , 1922. 

I have examined the f i l e of c i r c u l a r s i s sued by t h i s bank and 
I am unab le to f i n d any c i r c u l a r which dea l s p a r t i c u l a r l y w i th t h e pay-
ment of Government checks. In our pub l i shed time schedules we l i s t Gov-
ernment checks as Immediate Credi t i tems, bu t make no e s p e c i a l p r o v i s i o n 
concerning our l i a b i l i t y . 

As a ma t t e r of p r a c t i c e , u n t i l ve ry r e c e n t l y we never r ece ived 
Government checks except from member banks, and, a s you know, we have had 
f o r s eve ra l y e a r s a c o n t r a c t p r i n t e d upon our s i g n a t u r e ca rd which embodied 
our l i a b i l i t y f o r a l l checks r e c e i v e d on d e p o s i t or f o r c o l l e c t i o n . This 
c o n t r a c t embodied s u b s t a n t i a l l y t h e 8 th paragraph of Regu la t ion J . I en-
c l o s e you he rewi th a copy. 

Recen t ly , the admission of c e r t a i n non-member banks to the B a l t i -
more Clear ing House has brought i t about t h a t we r e c e i v e f rom such non-
member banks Government checks through the d a i l y c l e a r i n g . I do not know 
whether o r no t we have had any p a r t i c u l a r unders t and ing wi th t he se non-
member banks. I b e l i e v e t h a t I suggested to t h e Manager of our Bal t imore 
Branch t h a t i t would be wise to pu t such no n-member banks on n o t i c e t h a t 
we r e c e i v e T r e a s u r e r ' s checks through the Clea r ing House f o r payment in 
accordance wi th t h e terms of Treasury C i r cu l a r Bo. 176. 

About t h e time t h a t t he Clos te r case a r o s e , the Treasury Depar t -
ment had adopted the p r a c t i c e of r e t u r n i n g to us p h o t o s t a t i c cop ies of 
checks upon which the endorsement wad f o r g e d , accompanied by the s ta tement 
t h a t t he i n v e s t i g a t i o n of the Treasuiw Department was s u f f i c i e n t to confirm 
the a l l e g a t i o n of f o r g e r y , and the r e q u e s t t h a t we make r ec l ama t ion from 
t h e bank which had p r e s e n t e d the check. The b a r e s ta tement of t h i s con-
c l u s i o n by the Treasury Department was f r e q u e n t l y u n s a t i s f a c t o r y to the 
bank which, pe rhaps , had r e c e i v e d the check from one of i t s customers , 
which customer had r ece ived i t in the course of t r a d e . The customer n a t u r -
a l l y o b j e c t e d to talcing up the check upon the merd s ta tement t h a t a f o r g e r y 
had been committed, when he was f u r n i s h e d wi th no evidence of the circum-
s t a n c e s . The p r e s s u r e of b u s i n e s s in the Treasury Department made i t d i f -
f i c u l t f o r us to secure exp lana t ions or any s ta tement of t h e n a t u r e of the 
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evidence upon which the Tre jU^ 'y had determined the endorsement was a 
f o r g e r y . 

I examined the law and came to t h e conclus ion t h a t , a f t e r t he 
Treasurer of t h e Uni ted S t a t e s has p a i d a check upon an endorsement p u r -
p o r t i n g to be genuine, he has the same r i g h t to recover a g a i n s t p r i o r 
endorser 's , i f t h e endorsement be a f o r g e r y , as has any o t h e r pe r son , bu t 
he has no b e t t e r r i g h t . I t h e r e f o r e took the p o s i t i o n t h a t t h e Treasurer 
of t h e Uni ted S t a t e s must do what any o the r person must do; t h a t i s to 
say , subSi t evidence s u f f i c i e n t to convince the endorser t h a t t h e p rev ious 
endorsement i s a f o r g e r y , o r , i f he f a i l e d to convince the pe r son a g a i n s t 
whom he makes c la im, he must i n s t i t u t e an a c t i o n and e s t a b l i s h h i s c la im 
to the s a t i s f a c t i o n of the c o u r t . This bank, t h e r e f o r e , upon my adv ice , 
n o t i f i e d the T reasu re r t h a t we would no t c r e d i t him wi th checks r e t u r n e d 
wi th the s ta tement t h a t an endorsement was fo rged u n l e s s we were f u r n i s h e d 
wi th evidence which was s u f f i c i e n t to convince the bank which had endorsed 
p r i o r to us t h a t t he a l l e g a t i o n of f o r g e r y was s u s t a i n e d . This a c t i o n upon 
our p a r t l e d to some correspondence between ou r se lve s and t h e Treasury De-
par tment . 

In f u r t h e r examining the system, I found t h a t Sec t i on 29 of 
Treasury C i r cu l a r Ho. 176, da ted December 31, 1919, r ead i n p a r t a s fo l lows ; 

"Each Federa l r e s e r v e bank and branch w i l l cash Gov-
ernment war ran t s and checks drawn on the Treasurer of t h e Uni ted 
S t a t e s when they a r e p r e s e n t e d and p r o p e r l y endorsed by respon-
s i b l e i n c o r p o r a t e d banks and t r u s t companies who guaran tee a l l 
p r i o r endorsements the reon , i nc lud ing the endorsement of t h e 
drawer when the check i s drawn in h i s f a v o r . " 

The same p r o v i s i o n i s now conta ined i n Sect ion 35 of Treasury 
Ci rcu la r .Ho. 176, as r e v i s e d May 15, 1922. 

I concluded t h a t under t h e above p r o v i s i o n a Federa l r e s e r v e bank 
was in t h e p o s i t i o n of a mere agent f o r the Treasurer of the Uni ted S t a t e s , 
and t h a t our s t and ing i n s t r u c t i o n s were to cash any check drawn upon the 
Treasu re r of t h e Uni ted S t a t e s , p rovided i t was p r o p e r l y endorsed by a r e -
spons ib le i nco rpo ra t ed bank. Our r e s p o n s i b i l i t y went no f u r t h e r than se-
cu r ing t h e endorsement of a r e s p o n s i b l e inco rpora t ed bank. When t h i s was 
done and the check was p a i d , i t became incumbent upon the T reasu re r to 
p r o s e c u t e h i s c la im, i f any, a g a i n s t t he r e s p o n s i b l e i nco rpo ra t ed bank upon 
the endorsement of which the check had been cashed. I t h e r e f o r e took the 
p o s i t i o n t h a t i f i t subsequent ly developed th^ t an endorsement p r i o r to the 
c o l l e c t i n g bank was a f o r g e r y , we were not i n t e r e s t e d in the m a t t e r , bu t 
t h a t i t was the b u s i n e s s of t h e Treasure r of t h e Uni ted S t a t e s to a d j u s t 
t he ma t t e r wi th the l a s t endors ing bank. Accordingly, t h i s bank o f f e r e d 
in such cases to u s e i t s good o f f i c e s i n endeavoring to secure ad jus tmen t s 
of c la ims a g a i n s t banks which had cashed T r e a s u r e r ' s checks which were sa id 
to bear f o r g e d endorsements, bu t only upon the unders tand ing t h a t i f the 
bank denied l i a b i l i t y we would drop t h e mat te r and t h e Treasu re r could then 
p r o s e c u t e h i s own c la im, as he was adv ised . 
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11-1-23. 

You w i l l perhaps r e c a l l t h a t a t the end of t h i s correspondence 
t h e genera l ques t ion came b e f o r e the Governors ' Conference, and t h e Treas-
u r e r of t h e Uni ted S t a t e s appa ren t l y acquiesced in our views, as evidenced 
by a l e t t e r w r i t t e n by him to t h e Federa l Reserve Board, which i s quoted 
in a c i r c u l a r l e t t e r of the Federa l Reserve Board, da ted June 27, 1922, 
l e t t e r e d X-3456. 

A f t e r the above d i s cus s ion of t h i s ques t ion , I came to the con-
c l u s i o n t h a t we assumed no l i a b i l i t y in cash ing Government checks, p r o -
v ided only t h a t they bore t h e endorsement of r e s p o n s i b l e i nco rpo ra t ed banks. 
Consequently, when the C los t e r case a r o s e , and I aga in cons ide red the mat-
t e r , I decided t h a t t h e r e was no reason f o r us to r e s e r v e any s p e c i a l r i g h t s 
or p r i v i l e g e s w i t h r e s p e c t to Government checks which we cash , bu t t h a t we 
could a f f o r d to s tand upon our c o l l e c t i o n c o n t r a c t wi th the member bank 
from which we r e c e i v e d the check and genera l r u l e s of law a s p r o t e c t i n g us 
i n the event t h a t t h e check were r e t u r n e d upon f i r s t examinat ion, and 
upon C i r cu l a r Ho. 176 i f the check were p a i d upon f i r s t p r e s e n t a t i o n and 
l a t e r r e t u r n e d a f t e r payment because of a f o r g e d endorsement. 

I f e a r I have gone u n n e c e s s a r i l y i n t o d e t a i l in my answer to 
your l e t t e r , b u t i t occurred to me t h a t i t was p o s s i b l e t h a t t h e S o l i c i t o r 
of t h e Treasury had overlooked t h e above s i t u a t i o n and might wish to r e f e r 
to t h e correspondence which passed between the Department and the var ious 
Federa l r e s e r v e banks and the Federa l Reserve Board a t t he t ime which I 
mentioned. 

I am, of course , d e l i g h t e d to l e a r n t h a t t h e S o l i c i t o r h a s no 
i n t e n t of b r i n g i n g s u i t a g a i n s t t h e Federal Reserve Bank of Richmond, bu t 
you can t e l l him t h a t i f he f i n d s t h a t t h e r e i s any r eason to b r i n g s u i t 
a g a i n s t u s because of our method of hand l ing Government checks or the 
p o s i t i o n which we have taken wi th r e s p e c t to them, I w i l l not hold him to 
h i s promise and w i l l be very g lad to g ive him any in fo rma t ion which he 
might wish, and a t t he same t ime l e a v e him f r e e to use i t a g a i n s t u s i f 
he t h i n k s i t can be so used . 

Very t r u l y yours , 

x (Signed) M. G. Wallace 
\ 

\ 
M. Gr. Wallace, 
Counsel. 

MGWiW. 
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The Federa l Reserve Board. 

Mr. Wyatt, General Counsel. 

X-6867-a-36 

February 3, 1925. 

L i a b i l i t y of Federa l Reserve 
Banks f o r paying C o u n t e r f e i t War Sav-
ings Stamps as F i s c a l Agents of the 
Treasury . 

The op in ion of t h i s o f f i c e has been r eques t ed a s to the l i a b i l -
i t y of Federa l r e s e r v e banks which pay War Savings C e r t i f i c a t e s a s f i s -
c a l agen t s of the Uni ted S t a t e s when such c e r t i f i c a t e s a r e l a t e r found 
to be c o u n t e r f e i t . 

The f a c t s l e a d i n g up to the r eques t f o r t h i s opinion a r e b r i e f l y 
as fo l lows ; 

Act ing pu r suan t to the p r o v i s i o n s of Sect ion 15 of t h e Federa l 
Reserve Act and the Act of May 29, 1920, the Sec re t a ry of the Treasury 
au tho r i zed the Federa l r e s e r v e banks to pay War Savings C e r t i f i c a t e s , 
charge them to t h e account of the Treasurer of t h e Uni ted S t a t e s , and 
send them to t h e Treasury Department. Sometime ago a very c l e v e r coun-
t e r f e i t of War Savings C e r t i f i c a t e s , known as the , 8 Ser ies of 1919", was 
p e r p e t r a t e d and many of such c o u n t e r f e i t c e r t i f i c a t e s were p r e s e n t e d to 
and p a i d by the Federa l r e s e r v e banks. The amounts the reof were charged 
to t h e T r e a s u r e r ' s account and the c e r t i f i c a t e s were forwarded to the 
Treasury where they were examined and the charges a g a i n s t t h e T r e a s u r e r ' s 
account were al lowed wi thout the f a c t be ing d i scovered t h a t t hey were 
c o u n t e r f e i t . Some months l a t e r the c o u n t e r f e i t was d i scovered and t h e r e -
upon the T reasu re r of the Uni ted S t a t e s d i r e c t e d the Federa l r e s e r v e 
banks to c r e d i t to h i s account the amount of c o u n t e r f e i t c e r t i f i c a t e s 
p a i d by each of them and thus assume t h e l o s s . The Federa l r e s e r v e 
banks r e f u s e d to do so, t ak ing t h e p o s i t i o n t h a t in paying War Savings 
C e r t i f i c a t e s they a c t e d only as agents and a r e not l i a b l e except f o r 
t h e i r own neg l i gence and t h a t in t h i s case they were not g u i l t y of any 
neg l igence , s i n c e the fg.ct t h a t t h e s e stamps were c o u n t e r f e i t could not 
be d i scovered by the u sua l examinat ion. 

This ques t i on was cons idered a t t h e r ecen t conference of 
Counsel to a l l Fede ra l r e s e r v e banks and t h e fo l l owing r e s o l u t i o n was 
unanimously adopted by the confe rence : 

"RESOLVED That i t i s t he %p in ion o f t h i s con-
f e r e n c e : t 

"1 . That the s eve ra l Federa l r e s e r v e banks 
a r e under no l e g a l o b l i g a t i o n to re imburse the Treas -
u r e r of the Uni ted S t a t e s f o r $he amount of coun te r -
f e i t War Savings Stamps now or h e r e a f t e r p a i d by them 
a s f i s c a l agen t s of t h e Uni ted S t a t e s u n l e s s s a i d 
Federa l r e s e r v e banks have f a i l e d to use due ca re a t 
t h e t ime s a i d stamps were p a i d by them. 
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"2 . That t h e severa l Federa l r e s e r v e banks should 
not comply wi th the r e q u e s t of t h e Treasure r of t h e U n i t -
ed S t a t e s to c r e d i t him wi th the amount of such stamps 
now d i scovered to be c o u n t e r f e i t . 

"3 . That t h e seve ra l Federal r e s e r v e banks which 
now or may h e r e a f t e r pay such c o u n t e r f e i t stamps should 
coopera te wi th t h e T reasu re r of the Uni ted S t a t e s in r e -
cover ing from the persons or banks by whom such stamps 
were p r e s e n t e d to s a i d banks f o r payment of t h e amounts 
t h e r e o f , bu t t h a t such coopera t ion should no t extend to 
charg ing to t h e account of any member or nonmember c l e a r -
ing bank wi th any Federa l r e s e r v e bank the amount of any 
such stamp and no s u i t should be i n s t i t u t e d by any Feder -
a l r e s e r v e bank ( a s F i s c a l Agent of t h e Uni ted S t a t ed ) 
to r ecover back t h e amount p a i d on any such stamps. 

"4 . That as to t h e amounts f o r which the s e v e r a l Fed* 
e r a l r e s e r v e banks have reimbursed p o s t m a s t e r s f o r payments 
made by them on such c o u n t e r f e i t stamps the s e v e r a l Feder-
a l r e s e r v e banks, as f i s c a l agen t s of the Uni ted S t a t e s 
should make c o u n t e r - e n t r i e s in t h e i r accounts wi th t h e 
T rea su re r of the Uni ted S t a t e s , as r eques t ed by him." 

I have s i n c e gone in to the mat te r more f u l l y and am of the opinion 
t h a t t he conc lus ions s t a t e d in the above r e s o l u t i o n a r e c o r r e c t . 

Sec t ion 15 of the Federa l Reserve Act p rov ides in p a r t t h a t , "The 
moneys h e l d in t h e genera l fund of the Treasury * * * may, under the d i r e c -
t i o n of the S e c r e t a r y of the Treasury , be depos i t ed in Federa l r e s e r v e 
banks , which banks when r e q u i r e d by the S e c r e t a r y of the Treasury s h a l l 
a c t as F isca l~Agents of the Uni ted S t a t e s " ; and the Act approved May 39, 
1920, a b o l i s h i n g the o f f i c e of A s s i s t a n t Treasure r of the Uni ted S t a t e s , 
a u t h o r i z e s the S e c r e t a r y of the Treasury to u t i l i z e t h e Fede ra l r e s e r v e 
banks " a c t i n g a s d e p o s i t a r i e s o r F i s c a l Agents of the Uni ted S t a t e s " f o r 
t h e purpose of pe r fo rming any of the f u n c t i o n s p r e v i o u s l y performed by 
t h e A s s i s t a n t T r e a s u r e r s . 

Congress has thus a u t h o r i z e d the Federa l r e s e r v e banks to a c t i n 
two d i s t i n c t c a p a c i t i e s when r eques t ed to do so by the S e c r e t a r y of the 
Treasury : (a) As d e p o s i t a r i e s , and (b) as f i s c a l agen t s . Since Congress 
has used two d i f f e r e n t terms, " d e p o s i t a r i e s " and " f i s c a l a g e n t s " , i t mast 
have in tended t h e Federa l r e se rve lbanks to occupy d i f f e r e n t r e l a t i o n s h i p s 
to the Uni ted S t a t e s when a c t i n g m these two d i f f e r e n t c a p a c i t i e s . When 
the banks a c t a s f i s c a l agen t s , t h e r e f o r e , they do not pe r fo rm the d u t i e s 
o f , and a r e not s u b j e c t to the l i a b i l i t i e s o f , an o r d i n a r y d e p o s i t a r y , but 
s t and i n a d i f f e r e n t r e l a t i o n tp thfe Uni ted S t a t e s . 

In t h e case -o f S t a t e v. Dubuclet , 27 Aa» Ann. Hep. 29, i t was he ld 
t h a t the terms "depos i t a ry" and " f i s c a l agent" a r e no t synonymous. In 
t h i s case the Court s a i d t h a t the de s igna t i on in a S t a t e s t a t u t e of a 
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person to a c t as f i s c a l agent does not mean t h a t he should a l s o a c t as 
d e p o s i t a r y of t h e p u b l i c moneys so as to enable him to demand t h a t the 
Treasure r of t h e S t a t e t u r n over the S t a t e ' s moneys to him as d e p o s i t a r y . 
The Court s a id ; 

"Our examination of t he se laws does no t b r i n g us to 
t h e conc lus ion , as suggested , t h a t t h e term ' f i s c a l a g e n t ' 
means n e c e s s a r i l y the d e p o s i t a r y of the p u b l i c f unds so a s , 
by t h e simple use of i t in a s t a t u t e , wi thout any d i r e c t i o n s 
in t h a t r e s p e c t , to make i t t he duty of the c i t y or S t a t e 
t r e a s u r e r to depos i t a l l moneys t h e r e i n and confe r on such 
agent power to compel such depos i t wi th him or i t . * * * " 

I t i s impor tan t , t h e r e f o r e , to determine a t t h e o u t s e t whether the 
Federa l r e s e r v e banks were a c t i n g a s " d e p o s i t a r i e s " o r a s " f i s c a l agents" 
when they p a i d t h e s e war sav ings c e r t i f i c a t e s . 

This ques t ion would seem to be s e t t l e d conc lu s ive ly by t h e express 
terms of Treasury Department C i rcu la r No. 330, promulgated by the Sec-
r e t a r y of t h e Treasury under d a t e of November 15, 1923. This c i r c u l a r 
p rov ides t h a t u n r e g i s t e r e d war savings c e r t i f i c a t e s " w i l l l i k e w i s e be 
accep ted f o r payment a t the Federa l r e s e r v e banks and t h e i r b ranches , 
a c t i n g as f i s c a l agen t s of t h e Uni ted S t a t e s " and t h a t 

"Banking i n s t i t u t i o n s g e n e r a l l y w i l l hand le redemp-
t i o n s and exchanges f o r t h e i r customers, bu t t h e 
only o f f i c i a l agenc ie s a r e the p o s t o f f i c e s , t he 
Federa l Reserve Banks, and branches , and the Treasury 
Department a t Washington * * * " . 

Under the terms of t h i s c i r c u l a r , persons p r e s e n t i n g war savings 
c e r t i f i c a t e s of the S e r i e s of 1919 f o r redemption or exchange a r e au tho r -
i zed to make a p p l i c a t i o n on Treasury Form P. D. 830, which i s ' p r i n t e d on 
the same shee t of paper as t h e Ci rcu la r and i s in e f f e c t a p a r t * o f i t . 
According to t h i s p r i n t e d form the a p p l i c a t i o n i s always addres sed , "To 
the S e c r e t a r y of t h e Treasury , Washington, D. C." A p p l i c a t i o n s f o r the 
redemption of War Savings C e r t i f i c a t e s , t h e r e f o r e , a r e a l l addressed to 
the S e c r e t a r y of t h e Treasury , and?in redeeming such c e r t i f i c a t e s the 
Federa l r e s e r v e banks a r e a c t i n g only a s agen t s of the S e c r e t a r y of the 
Treasury . This C i r cu l a r No. 330, a l s o p rov ides t h a t u n r e g i s t e r e d War 
Savings C e r t i f i c a t e s s h a l l be "accepted f q r payment a t t h e Federa l r e s e r v e 
"banks and t h e i r b ranches" . The use of the p h r a s e "accep ted f o r payment" 
f u r t h e r i n d i c a t e s t h a t the S e c r e t a r y d e s i r e d t h e banks to pay the c e r -
t i f i c a t e s on beha l f of the Uni ted S t a t e s and as agen ts of t h e Uni ted 
S t a t e s and not to purchase them f o r t h e i r own account and l a t e r s e l l 
them to the Uni ted S t a t e s wi th an endorsement or impl ied war ran ty of gen-
u i n e n e s s . Fur thermore , the Treasury Depar tment ' s c o n f i d e n t i a l i n s t r u c -
t i o n s on t h i s s u b j e c t p rov ide t h a t , a t t h e o p t i o n of t h e ' F e d e r a l r e s e r v e 
banks, they may be a u t h o r i z e d to use o f f i c i a l d i s b u r s i n g checks drawn 
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on the Treasury of the United S t a t e s in making payments f o r such c e r -
t i f i c a t e s . See Treasury Department Memoranda No. 1 4 4 , May 2 8 , 1 9 2 3 , 
Ho. 1 3 1 , November 1 1 , 1 9 2 2 . 

The r e g u l a t i o n s of the Sec re t a ry of the Treasury with r e f e r -
ence to War Savings C e r t i f i c a t e s have the f o r c e and e f f e c t of law. 
Uni ted S t a t e s of America v. Paul Sacks, 2 5 7 U. S. 3 7 ; Uni ted S t a t e s of 
America v. Herman Janowitz , 2 5 7 U. S. 4 2 . 

I t seems c l e a r , t h e r e f o r e , t h a t in paying War Savings Cer-
t i f i c a t e s the Federal r e s e r v e banks ac ted as f i s c a l agents and not a s 
d e p p s i t a r i e s of t he United S t a t e s Government. As to these c e r t i f i -
c a t e s , t h e r e f o r e , t h e i r r e l a t i o n to t he Government was one of agency 
and not one of debtor and c r e d i t o r . 

A f i s c a l agen t , as I unders tand t h a t term* i s merely an agent to 
perform c e r t a i n d u t i e s wi th r e f e r e n c e to f i n a n c i a l or f i s c a l ma t t e r s ; 
and i t would seem t h a t h i s l e g a l d u t i e s and l i a b i l i t i e s would be govern-
ed by the same genera l p r i n c i p l e s of law as a r e app l i cab l e to any o ther 
agent . Webster*s Dic t ionary d e f i n e s the word " f i s c a l " as " p e r t a i n i n g to 
the p u b l i c t r e a s u r y or revenue". Congress must have used the term " f i s -
c a l agent" in i t s usua l sense , f o r i t i s a fundamental r u l e of s t a t u t o r y 
c o n s t r u c t i o n t h a t words used in a s t a t u t e must be given t h e i r usua l 
meaning u n l e s s t h e r e i s something in the context to, show t h a t they a re 
in tended to have a spec i a l or d i f f e r e n t meaning. In the p r e s e n t case 
t h e r e i s no th ing in the context of the s t a t u t e to i n d i c a t e t h a t Congress 
used the term " f i s c a l agent" in any o ther sense than as an agent of the 
United S t a t e s to perform c e r t a i n f u n c t i o n s on behalf of t he Treasury. . 
The term " f i s c a l agent" as used in these s t a t u t e s , t h e r e f o r e , must be 
taken to mean an agent au thor ized by the United S t a t e s to a c t in r e l a -
t i o n to t he p u b l i c t r e a s u r y or revenue. 

I have searched the a u t h o r i t i e s d i l i g e n t l y and have been unable 
to f i n d anyth ing which would i n d i c a t e t h a t the d u t i e s and l i a b i l i t i e s , 
of a f i s c a l agent a r e any d i f f e r e n t from thqse of any o ther agent , or 
t h a t t h e r e a r e any spec i a l r u l e s of law a p p l i c a b l e to f i s c a l agen t s . 
In my opin ion , t h e r e f o r e , the d u t i e s and l i a b i l i t i e s of a f i s c a l agent 
a r e governed by t he same genera l p r i n c i p l e s of law as those of any 
o the r agen t . 

I t i s a fundamental p r i n c i p l e of the law of agency t h a t an agent 
i s only r e q u i r e d to exe rc i se due care in performing the a c t s e n t r u s t -
ed to him by h i s p r i n c i p a l and i s not l i a b l e p e r s o n a l l y f o r any l o s s 
r e s u l t i n g from such a c t s , u n l e s s such l o s s r e s u l t s from h i s neg l igence . 
The Federa l r e s e r v e banks c l e a r l y were not neg l igen t in f a i l -
ing to d iscover t h a t the War Savings C e r t i f i c a t e s were c o u n t e r f e i t , 
s ince the Treasury Department i t s e l f was unable to d i scover t h i s 
f a c t and accepted and cance l led the very c e r t i f i c a t e s in ques t ion . 
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This a p p a r e n t l y i s conceded by the Treasury Department. I t would seem to 
fo l low t h a t the Federa l r e s e r v e banks cannot be r e q u i r e d to assume t h e r e -
s u l t i n g l o s s and t h a t any such l o s s mast f a l l on t h e i r p r i n c i p a l . 

In a somewhat s i m i l a r case t h e Sec re t a ry of the Treasury has 
t aken t h e p o s i t i o n t h a t t h e Federa l r e s e r v e banks a r e only l i a b l e f o r 
neg l igence in cash ing forged checks and war ran t s drawn on the T reasu r -
er of t h e united S t a t e s . He h e l d t h a t in case of a f o r g e r y of a war-
r a n t or check the banks a r e no t l i a b l e i f they use due c a r e i n examin-
ing such i tems as to t h e i r genuineness and a s ' t o the genuineness of 
the endorsements. 

On June 27, 1922, Mr. G i l b e r t , t he Under -Secre ta ry of the 
Treasury , wrote t h e Federa l Reserve Board as f o l l ows : 

"The Treasury does no t look to t h e Federa l Re-
se rve banks a s i n d o r s e r s or gua ran to r s of war ran t s or checks 
drawn on t h e Treasure r which may be cashed by t h e Federa l 
Reserve Banks. The d u t i e s and f u n c t i o n s of the Federa l Re-
se rve Banks, a s d e p o s i t a r i e s and f i s c a l agen t s of the U n i t -
ed S t a t e s , in r e s p e c t to t h e payment of Government wa r r an t s 
and x h e c k s a r e s e t f o r t h i n pa ragraphs 35-38 of Treasury 
Department C i r cu l a r No. 176, as amended and supplemented 
May 15, 1922, and the Treasury has no i n t e n t i o n of h o l d i n g 
the Federa l Reserve Banks to any l i a b i l i t y in t h i s connect ion 
beyond t h e d i scha rge of t h e i r d u t i e s and r e s p o n s i b i l i t i e s un-
der the terms of the c i r c u l a r . " 

In a l e t t e r dated J u l y 29, 1922, addressed to Mr. C. E. M i t c h e l l , 
P r e s i d e n t of the Na t iona l Ci ty Bank of New York, the S e c r e t a r y of the 
Treasury s a i d : 

"The Federa l Reserve Banks cb no t pay Government 
war ran t s and checks, b u t cash them under Treasury r e g u l a -
t i o n s , The Treasure r of t h e Uni ted S t a t e s , a s the drawee of 
Government war ran t s and checks, makes payment t h e r e o f , and 
the Government, r a t h e r than the Federa l Reserve Bank, i s t he 
r e a l p a r t y a t i n t e r e s t when t h e ques t ion a r i s e s of r ecove ry 
on Warrants and checks p a i d on f o r g e d endorsements, * * * * 
" In the event t h a t r ecovery c o u m not be made in t h i s manner 
i t would, of course , be n e c e s s a r # t o b r i n g s u i t , and in o r -
d i n a r y course s u i t would be brought by the United S t a t e s , r a -
t h e r than by the Federa l Reserve B|nk, s i nce the Federa l Re-
serve Banks a c t in such m a t t e r s fori account of t h e Uni ted 
S t a t e s and the Uni ted S t a t e s i s the , real p a r t y a t i n t e r e s t . " 

The S e c r e t a r y of the Treasury sen t a copy of t h i s l e t t e r to 
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the Federa l Reserve Board f o r i t s information* emd a t h i s r eques t copies 
were sent to a l l the Federal r e se rve banks. 

The case now under d i scuss ion , and the l i a b i l i t y of a Federal 
r e s e r v e bank in cashing forged Treasury war ran ts a r e analogous in t h a t 
i n both cases the items a r e not drawn on the Federal r e s e r v e bank bu t ' 
a r e the o b l i g a t i o n s of a t h i r d p a r t y made payable a t the Federal r e se rve 
bank. Since the Federal r e s e r v e banks were he ld to be l i a b l e only f o r 
neg l igence in the case of fo rged warrants and checks they . shou ld not be 
he ld to a g r e a t e r degree of l i a b i l i t y in the case of c o u n t e r f e i t War Sav-
ings C e r t i f i c a t e s . Indeed the reason f o r ho ld ing the Federal r e s e rve 
banks l i a b l e only f o r negl igence i s s t ronger in the case now under con-
s i d e r a t i o n , f o r in the C i rcu la r d i r e c t i n g Federa l r e s e r v e banks to cash 
war ran t s and checks drawn on the Treasurer i t i s not exp res s ly s t i p u -
l a t e d t h a t they should cash such warrants and checks a s f i s c a l agents 
of the United S t a t e s . 

The r u l i n g of t he Sec re t a ry of the Treasury t h a t the Federal 
r e s e r v e banks a r e only l i a b l e f o r negl igence in cashing fo rged Govern-
ment checks and war ran t s , was made under Department Ci rcu la r Ho. 176, 
i s sued by the Sec re t a ry of the Treasury on May 15, 1922, which d i r e c t s 
the Federal r e s e r v e banks to pay Government warrants and checks, but 
does not use t he term " f i s c a l agen t" . Treasury Department Ci rcular No. 
330, under a u t h o r i t y of which the Federal r e s e r v e banks p a i d t h e War 
Savings C e r t i f i c a t e s of t he s e r i e s of 1919, was i s sued subsequent to 
t h a t r u l i n g and t h i s f u r t h e r i n d i c a t e s t h a t the term " f i s c a l agent" 
was used adv i sed ly in Department Circular No. 330, in order to remove 
any doubt as to the ex ten t of the l i a b i l i t y of Federal r e s e r v e banks 
in paying matur ing War Savings C e r t i f i c a t e s . . 

I t i s c l e a r from t h e above f a c t s t h a t as between the Federal 
r e s e r v e banks and the United S t a t e s both p a r t i e s unders tood t h a t the 
banks were a c t i n g merely as agents and t ha t i t i s only the duty of 
such banks to exe r c i s e due ca re in cashing the war savings c e r t i f i -
c a t e s . The banks did not under take to warrant the genuineness of a l l 
c e r t i f i c a t e s cashed and the Secre ta ry of t he Treasury d id not under-
s tand tha t the c e r t i f i c a t e s were so warranted. 

In my opin ion , t h e r e f o r e , the Federal r e s e rve banks a r e not 
l i a b l e to the Treasury Department f o r the amounts ot" any War Savings 
C e r t i f i c a t e s which they pay as f i s c a l agent# of the Treasury and which 
a r e subsequently found to be c o u n t e r f e i t , u n l e s s the banks a r e neg l igen t 
in f a i l i n g to d iscover t h a t such c e r t i f i c a t e s a r e c o u n t e r f e i t . 

R e s p e c t f u l l y , 

WW SAD OMC 
Walter Wyatt 
General Counsel. 
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J an . 14, 1927. 

FROM: Mr. Wyatt 

TO$ The F i l e s Sub jec t : Cashing of Government checks 
"by Federa l r e s e r v e banks when p r e sen t ed 
through ma i l s "by nonmember banks. 

I d i s cus sed wi th Mr. Eand of the Treasury Department today the 
l e t t e r on the above s u b j e c t addressed to the Board by Mr. James E. 
Clark, Ed i to r of the Jou rna l of the Bankers Assoc i a t i on . 

Mr. Hand s t a t e d t h a t i t was h i s unde r s t and ing t h a t t h e Treasury 
would expect the Federa l r e s e r v e banks to cash Government checks when 
p r e s e n t e d to them through the mai l s by nonmember banks under the terms 
of the p r e s e n t Treasury C i r cu l a r Ho. 176. I expla ined to him t h a t i t 
was unusual f o r such checks to be p r e s e n t e d d i r e c t to Federa l r e s e r v e 
banks through t h e ma i l s by nonmember banks, because such banks u s u a l l y 
send such checks to t h e i r c i t y cor respondents . Moreover I expla ined 
t h a t when Federa l r e s e r v e banks r e c e i v e checks from member banks they 
simply c r e d i t the amount to the account of such member banks and do not 
have to remit e i t h e r currency or an exchange d r a f t t h e r e f o r u n l e s s memr-
ber banks r e q u e s t i t . I a l s o expla ined t h a t in cash ing such checks f o r 
member banks Federa l r e s e r v e banks a r e p r o t e c t e d by t h e i r member banks ' 
indorsement and by the f a c t t h a t they hold the r e s e r v e account and sub-
s c r i p t i o n to c a p i t a l of such member banks and sometimes a d d i t i o n a l c o l l a t e r -
a l , a l l of which secures the Federa l r e s e r v e bank a g a i n s t l o s s in the 
event of inso lvency of the indors ing bank. Ho such convenience o r p r o -
t e c t i o n i s a f f o r d e d when cashing such checks f o r nonmember banks . I t o l d 
him t h a t in view of t h i s s i t u a t i o n Governor Cr i s s inge r thought t h a t t he 
Treasury Department ought to amend Section- 35 of i t s Department C i r cu l a r 
Ho. 176 by s t r i k i n g out t h e words " r e s p o n s i b l e i nco rpo ra t ed banks and 
t r u s t companies" and i n s e r t i n g in l i e u the reof the words ''member banks 
of t h e Federa l Reserve System" so t h a t Federa l r e s e r v e banks would only . 
be r e q u i r e d to cash checks when p r e s e n t e d by or through a member bank. 
Mr. Hand s t a t e d t h a t t he Treasury h e s i t a t e d to do t h i s because t h e Treasury 
has always endeavored not to t ake any p a r t in the con t rove r sy between t h e 
nonmember banks and the Federa l Reserve System wi th r e f e r e n c e to check 
c o l l e c t i o n s , b u t t h a t in view of the f a c t t h a t t h i s con t rove r sy has l a r g e -
l y subs ided the Treasury might be w i l l i n g to cons ider t h e m a t t e r . 

I n c i d e n t a l l y he t o l d me t h a t Treasury Department C i r c u l a r Ho. 176 
da t ed May 15, 1922, has never been superseded by a new c i r c u l a r ; bu t t h a t 
t h e Treasury i s now p r e p a r i n g a new c i r c u l a r to supersede t h a t c i r c u l a r . 

' i f ' ... . 
There then ensued a d i s c u s s i o n of t h e l i a b i l i t y of a Fede ra l r e s e r v e 

bank in cashing f o r a nonmember bank Treasury checks which bea r fo rged 
s i g n a t u r e s or indorsements . I took t h e p o s i t i o n t h a t t he Federa l r e -
se rve banks a c t merely as agen t s of t h e Government In ca sh ing such checks 
and a r e no t l e g a l l y l i a b l e except f o r a c t u a l neg l igence . Mr. Hand s t a t e d 
t h a t t h e Treasury Department has acceded to t h i s p o s i t i o n and has agreed 
not to ho ld t h e Federa l r e s e r v e banks l i a b l e in such c a s e s . I asked him 
f o r a copy of t h e Treasury Department r u l i n g on t h i s s u b j e c t and he r e -
f e r r e d me to the i n c l o s u r e s of the Board ' s l e t t e r X-3504 of August 16, 
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1922, p e r t a i n i n g to a d i spu te between the Treasury Department an'd the 
Rat iona l Ci ty Bank. Subsequently I examined c a r e f u l l y t h a t corresponence 
and found tha t i t does not c l e a r l y r eve r se the p o l i c y s t a t e d in Sect ion 
37 of Treasury c i r c u l a r Ho. 176 but on t he con t ra ry merely exp la ins the 
p o l i c y as s t a t e d in t h a t c i r c u l a r . Moreover subdivi^ton i of Sect ion 37 
c l e a r l y p rov ides tha t the Treasury Department would/baok^co Federal r e se rve 
banks any warrant or check payment of which i s r e f u s e d on account of forged t 
s i g n a t u r e of drawer, i n s u f f i c i e n t funds , stoppage of payment, or any ma te r i a l 
d e f e c t d iscovered upon f i r s t examination, and w i l l expect Federal r e se rve 
banks to give immediate c r e d i t t h e r e f o r in the T r e a s u r e r ' s account . I c a l l e d 
t l i s to Mr. Band's a t t e n t i o n and he advised me t h a t the Treasury has agreed 
t h a t Federal r e s e r v e banks a r e not l i a b l e in such cases , bu t r e f e r r e d me to 
no w r i t t e n r u l i n g on the s u b j e c t . I f e e l very s t rong ly t h a t the p o s i t i o n 
s t a t e d in subdiv is ion 1 of Section 37 i s wrong and t h a t i t should be changed, 
e s p e c i a l l y in view of the dec i s ion of this Attorney General on the quest ion 
of the l i a b i l i t y of Federal r e s e rve banks in paying c o u n t e r f e i t War Savings 
Stamps. I so advised Mr. Hand and urged him to r e v i s e h i s c i r c u l a r accord-
ing ly . He then admit ted t h a t the Treasury Ci rcular was purpose ly made 
ambiguous in o rder to avoid pass ing upon the quest ion whether in "cashing" 
government checks Federal r e s e r v e banks a r e a c t i n g in the capac i ty of f i s c a l 
agents f o r the Treasury, government d e p o s i t a r i e s , or c o l l e c t i n g agents f o r 
the banks from which they r ece ive such checks. I t o l d him t h a t t h i s am-
b i g u i t y was unbus ines s l i ke and u n f a i r to the .Fede ra l r e s e r v e banksi who a re 
e n t i t l e d to know in.what capac i ty they a r e a c t i n g and what t h e i r l e g a l l i a b i l -
i t i e s a r e . 

During t he course of t h i s conversa t ion I l ea rned tha t t he Treasury ex-
p e c t s to i s sue i t s new c i r c u l a r wi t h in the next two weeks and I in formal ly 
suggested to Mr. Hand the a d v i s a b i l i t y of submit t ing i t to the Federal r e -
serve banks f o r c r i t i c i s m and a l so g iv ing them an oppor tun i ty to d i scuss the 
mat te r wi th the Treasury Department b e f o r e the c i r c u l a r i s f i n a l l y promulgat-
ed, in order t h a t a l l d i f f e r e n c e s between the Treasury and the Federal r e s e rve 
banks may be s a t i s f a c t o r y a d j u s t e d and the c i r c u l a r put i n to form s a t i s f a c -
to ry to both p a r t i e s . Mr. Hand could not agree to any such arrangement wi th -
out f i r s t t ak ing the mat ter up wi th Mr. Winston, but promised to take the 
mat te r up wi th him. 

In the course of t he d i scuss ion Mr. Hand advised me t h a t sometimes 
nonmember banks send Government checks through the mai l s d i r e c t to the 
Treasury Department f o r payment and ask e i t h e r f o r another Treasury check 
in payment or f o r a shipment of currency. He s t a t e d t h a t i n such cases the 
Treasury makes payment but i s very r e l u c t a n t to do so, because i t involves 
cons ide rab le t r o u b l e to the Treasury and the Treasury has the p r o t e c t i o n of 
no bank indorsement except t h a t of the bank whijph sent the check to the 
Treasury. I then c a l l e d h i s a t t e n t i o n to t h e fket t h a t , inasmuch as the 
Federal r e s e r v e banks ac t merely as agents of tpe Treasury Department in 
cashing such checks, the s i t u a t i o n i s exac t ly | he same when Government 
checks a r e sen t d i r e c t to Federal r e s e rve banks f o r payment by nonmember 
banks and tha t t h e Treasury in t h a t case i s l i kewise wi thout the p r o t e c t i o n 
of a member bank indorsement. This was a new thought to Mr. Hand, but he 
agreed t h a t I was r i g h t and s t a t e d t ha t he be l i eved i t would be to the 
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i n t e r e s t of t h e Treasury Department to fo l low Governor Cr i a s inge r*s sugges t -
ion and amend t h e c i r c u l a r so as to r e q u i r e Federa l r e s e r v e "banks to pay 
Government checks only when p r e s e n t e d by or through member banks. He was 
a l i t t l e worr ied , however, f o r f e a r t h a t such a change in t h e c i r c u l a r 
might b r i n g c r i t i c i s m upon the Treasury Department. On t h i s p o i n t I t o l d 
him t h a t I was c o n f i d e n t t h a t t h e usua l banking p r a c t i c e i s f o r nonmember 
banks to send such checks to t h e i r c i t y cor responden ts , which u s u a l l y a r e 
member banks , and t h a t , t h e r e f o r e , such a change in the c i r c u l a r would no t 
involve any change in the u s u a l banking p r a c t i c e . He s t a t e d t h a t i f t h i s 
were the case he thought t h e Treasury Department would be w i l l i n g to make 
such an amendment to t h e c i r c u l a r . I t o l d him I was not s u r e about the 
f a c t s r e g a r d i n g t h e banking p r a c t i c e but i f ho would l i k e to be a s su red on 
the s u b j e c t t h e Board could send a te legram to a l l Federa l r e s e r v e banks 
ask ing to be adv i sed whether nonmember banks ever have Government checks 
p r e s e n t e d to them d i r e c t through the m a i l s , and i f so, how f r e q u e n t l y t h i s 
i s done. Mr. Hand s a i d , however, t h a t he would p r e f e r t h a t we should no t 
send such a t e l eg ram to the Federa l r e s e r v e banks u n t i l he f i r s t took the 
mat te r up wi th Mr, Winston and a s c e r t a i n e d whether Mr. Winston was w i l l i n g 
to have t h i s done. 

I t i s my pe r sona l^op in ion t h a t t h e f a c t t h a t t he Treasury Department 
i s now r e v i s i n g i t s C i r cu l a r Ho. 176 o f f e r s an unusual o p p o r t u n i t y to 
i ron out the d i f f e r e n c e s between the Federa l r e s e r v e banks and the 
Treasury Department with r e f e r e n c e to the hand l ing of these checks and 
t h a t i t i s of extreme importance tha t the Federa l r e s e r v e banks should be 
given an o p p o r t u n i t y to confe r wi th the Treasury Department on t h i s sub-
j e c t and to d i s c u s s c e r t a i n p o r t i o n s of the c i r c u l a r wi th the Treasury De-
par tment b e f o r e t h e new c i r c u l a r i s d e f i n i t e l y promulgated. I b e l i e v e 
t h a t t h e most s a t i s f a c t o r y way of hand l ing t h i s would b e to a r range a 
confe rence in Washington of Counsel to a l l Federa l r e s e r v e banks to con-
s i d e r a t e n t a t i v e d r a f t of such c i r c u l a r and d i s c u s s the ma t t e r w i th the 
Treasury Department. I f t h i s were done t h e confe rence should be r e e n f o r c e d 
by Mr. S t r a t e r and some of the o the r t r a n s i t men. I took the mat te r up 
wi th Governor C r i s s i n g e r and he was very r e l u c t a n t to go to t h e expense 
of having such a l a r g e conference he re bu t seemed w i l l i n g to have t h e 
ma t t e r i roned out between the Treasury Department and the r e p r e s e n t a t i v e s 
of two or t h r e e Federa l r e s e r v e banks. 

Walter Wyatt. 

(Signed) Walter Wyatt 

WW-sad-
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January 22, 1927. 

Mr. Hand Cas t ing of Government Checks 
p r e s e n t # | through ma i l s to Federa l He-

Mr. Wyatt se rve Banks by nonmember banks. 

In accordance wi th your r e q u e s t , t he Board sen t t h e fo l lowing 
te legram to a l l Federa l r e s e r v e banks on January 18, 1927: 

"P l ea se wi re whether Government checks a r e ever p r e s e n t e d 
to you through ma i l s by nonmember banks. I f so, how f r e q u e n t l y 
does t h i s haopen and how do you handle them?" 

The f o l l o w i n g i s t h e t e x t of the r e p l i e s r e c e i v e d from the Fed-
e r a l Reserve Banks: 

Boston, 

"We a r e r e c e i v i n g Government checks through the mai l s 
from two nonmember banks f o r account of two member banks . " 

New York. 

"Answering i nqu i ry conta ined your te legram even d a t e 
Government checks a r e not p r e s e n t e d to us through ma i l s by 
nonmember banks. They come to u s through the ma i l s from 
member banks o the r F R banks through the c l e a r i n g house 
exchanges and over our coun te r s . By s p e c i a l arrangement 
wi th Treasury we cash c e r t a i n government wa r r an t s fot 
government employees known to u s . " 

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

"No government checks p r e s e n t e d to us through any 
source by nonmember banks ." 

Cleveland, 

" P o s s i b l y two or t h r e e t imes a year we r e c e i v e 
government checks from nonmember banks. These a r e en-
t e r e d f o r c o l l e c t i o n a s c e r t a i n i n g from Treasury Depar t -
ment t h a t i tems w i l l b e p a i d b e f o r e forward ing our o f -
f i c i a l check in payment.* 

Richmond. 1 , " 

"Your wi re 18 th , Can r e c a l l no instsaw»es i i i many months 
of government checks sen t us through mai£s jeotifltember banks . 
In the few i n s t a n c e s we r e c a l l in tiroes p a s t tretch checks were 
r e t u r n e d to senders wi th r eques t t h a t they coiae Jfeo lis through 
r e g u l a r member bank channe l s , t h i s on account endorsements 
and o t h e r c o n s i d e r a t i o n s . " 
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A t l a n t a . 

"No government checks have "been p r e s e n t e d to us through 
the ma i l s f o r payment in r ecen t yea r s by nonmember banks i f 
such checks were presented, through t h e mai l s by nonmember 
banks we would pay them in accordance wi th the r e q u e s t of the 
r e m i t t i n g bank by means of c a s h i e r s check or shipment of cash 
a t t he expense.,of the nonmember banks . " 

Chicago. 

"Replying to your wire wi th r e s p e c t to Government checks 
p r e s e n t e d to us through mai l s by nonmember banks, we do r e c e i v e 
such checks o c c a s i o n a l l y , p robably no t more than h a l f a dozen 
a y e a r . They a r e always s p e c i a l i tems, accompanied by l e t t e r s 
t e s t a m e n t a r y or l e t t e r s of guard iansh ip and a r e handled f o r 
c o l l e c t i o n . Payment when r e c e i v e d i s made to t h e nonmember bank 
by our o f f i c e r s check. In t h i s d i s t r i c t nonmember banks, wi th 
t h e few except ions mentioned, depos i t government checks ? i t h 
t h e i r member bank correspondents and t h i s p rocedure seems to 
be s a t i s f a c t o r y because i t p l a c e s the proceeds a t once wi th the 
co r responden t . " 

S t . Louis . 

" I n only a ve ry few i n s t a n c e s have government checks been 
p r e s e n t e d to us through the mai l s by nonmember banks no t 
c a r r y i n g accounts wi th u s . In such i n s t a n c e s they have 
been r e t u r n e d wi th the r eques t t h a t they be c o l l e c t e d 
through the usua l banking channe ls . 

Minneapol i s . 

"Replying to your wire of today Government checks a r e 
never p r e s e n t e d to us through ma i l s by nonmember banks . " 

Kansas Ci ty . 

"Replying te legram: Our branches s t a t e Government checks 
have never been p r e s e n t e d ! to them by nonmember banks through 
mai l s or o the rwise bu t a t \ h e head o f f i c e we have on two or 
t h r e e occas ions r e c e i v e d government checks from nonmember 
banks f o r c o l l e c t i o n and r emi t t ance . In those i n s t a n c e s r e m i t -
t ances have been made by c a s h i e r s check when endorsements ap-
p e a r e d r e g u l a r . We a l so f r e q u e n t l y r e c e i v e government checks 
i n our f i s c a l agency department invo lv ing e s t a t e s , gua rd ian-
sh ip or o the r s i m i l a r m a t t e r s u s u a l l y accompanied by c o u r t 
a u t h o r i t i e s and in such cases t h e a u t h o r i t i e s a r e detached 
and forwarded to t h e Treasury Department, t h e checks be ing 
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Kansas City ( c o n t . ) 

" r e t u r n e d to endorsing bank with n o t a t i o n " A u t h o r i t i e s on f i l e " 
wi th i n s t r u c t i o n s to e f f e c t c o l l e c t i o n in usua l manner through 
member banks. In a few ins tances we have a l so r ece ived govern-
ment checks in payment f o r s u b s c r i p t i o n s to Treasury i s s u e s or 
in payment f o r p u r c h A e s of bonds through investment department 
and when e n t i r e l y s a t i s f i e d as to endorsements, such checks a re 
accepted by us ; o therwise r e tu rned to subsc r ibe r s top In Kansas 
Ci ty we pay through c l e a r i n g house, Government checks c l ea red 
on us by nonmember banks t ha t a r e members of c l e a r i n g house." 

D a l l a s . 

"Your wire da te . The Great m a j o r i t y government checks a r e 
p r e s e n t e d to us through member banks and in those few ins t ances 
where we r ece ive them from nonmember banks and we can s a t i s f y 
ou r se lves as to r e s p o n s i b i l i t y of endorsing bank cons ider ing 
amount involved i t has been our custom to pay them. Inasmuch 
as we a r e without f a c i l i t i e s f o r knowing cond i t ion of nonmember 
banks i t i s p r e f e r a b l e t h a t such checks be p resen ted through 
member banks and we sometimes make t h i s suggest ion where we a r e 
unable to s a t i s f y ourse lves and where the amount involved 
war ran ts customary cau t ion . I am w r i t i n g you in r ega rd to mat ter 
which probably occasioned t h i s inqu i ry and which was improperly 
handled through a misunderstanding of c i rcumstances ." 

San Franc i sco . 

"Your wire da t e . Only very I n f r e q u e n t l y a r e government 
checks p r e sen t ed by nonmember banks. We forward them to Treasurer 
f o r c o l l e c t i o n i s su ing ca sh i e r s check when Treasurer au tho r i zes 
payment." 

Very t r u l y yours , 

1W MD 1 - 2 2 - 2 7 

Walter Wyatt, 
General Counsel. 
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Law O f f i c e Of 
Locke, Locke, Stroud & Randolph, 

American Exchange Bu i ld ing , 
D a l l a s , Texas. 

J u l y 5 t h 1927. 

Federal Reserve Board, 
ATTENTION: Mr. Walter Wyatt, 

General Counsel, 
Washington, D. Ci 

Gentlemen: 

The Federa l Reserve Bank of Dal las r e c e n t l y submitted to 
us a ques t ion p e r t a i n i n g to insurance covering cancel led Govern-
ment warrants and checks i n t r a n s i t "between D a l l a s , Texas, and 
Washington, D.C. 

The ques t ion arose due to the f a c t t h a t t h e insurance 
i n e f f e c t a t the p r e sen t au tomat ica l ly i n su re s shipments of 
Government war ran t s and checks i n l o t s of l e s s than $300,000 
f o r the f l a t sum of $5,000 and i n l o t s g r e a t e r than $300,000 
f o r the f l a t sum of $10,000. The purpose of ca r ry ing the i n s u r -
ance i s t o cover expenses incur red i n secur ing d u p l i c a t e s of the 
war ran ts or checks and other ins t ruments necessary should a s h i p -
ment be l o s t or s t o l e n whi le i n t r a n s i t . 

The war ran t s "being cancel led and of no va lue o ther 
than from an account ing s t andpo in t , the ques t ion a rose as to 
whether or not any sum would "be recoverable from the insurance 
company without t he p o l i c y express ly so p rov id ing . With t h i s 
po in t i n view Mr. Swan suggested t ha t the p o l i c y have a t t a ched 
to i t a r i d e r r ead ing s u b s t a n t i a l l y as f o l l o w s : 

" I t i s agreed t ha t s e c u r i t i e s , "bank checks or 
commercial paper t ha t i s not nego t i ab le i n form may 
"be insured f o r not l e s s than t en per cen t , of t h e i r 
f a c e amount. In case of l o s s of any such shipment 
the assured s h a l l "be indemnif ied f o r the t o t a l cos t of 
p rocur ing the r e i s s u e of the p roper ty in su red , i n c l u d -
ing the l e g a l and a d v e r t i s i n g expenses, l o s s of i n t e r -
e s t and a l l charges d i r e c t l y r e s u l t i n g from the l o s s 
or from the de lay i n replacement , | u c h t o t a l cost not 
t o exceed the amount of i n su rance . I 

; \ 
We t h i n k the r i d e r suggested i s s u f f i c i e n t l y , "broad to cover the 
purposes d e s i r e d , - however, i t occurs to us tl^at a much "broader 
ques t ion than t h a t of insurance has "been r a i s e d and we a r e w r i t -
ing you wi th r e f e r e n c e to the mat ter i n order t o get your v iews . 
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We have c o n s i s t e n t l y taken the p o s i t i o n t h a t , i n t h e 
payment of Government war ran t s and checks under the i n s t r u c -
t i o n s of t h e Treasury Department, we a r e a c t i n g merely as an 
agent i n t h e performance of m i n i s t e r i a l d u t i e s . With t h i s 
po in t i n mind the Treasury Department was induced, some t ime 
ago, t o r e v e r s e t h e p o s i t i o n t h a t i t had fo rmer ly t aken w i t h 
r e f e r e n c e t o i t s r i g h t t o a r b i t r a r i l y charge back Government 
war ran t s Which upon i n v e s t i g a t i o n proVed t o be f o r g e r i e s . 

While the t r e a s u r y ' s i n s t r u c t i o n s a t t h i s t ime pe rmi t 
the va r ious Fede ra l Reserve Banks t o charge the amount of 
Government wa r r an t s p a i d under such i n s t r u c t i o n s t o the account 
of the s e c r e t a r y of the t r e a s u r y , t h i s charge i s not foully ac-> 
quiesced i n by the Treasury Department u n t i l t h e in s t rumen t s so 
pa id have reached Washiiigton and have been i n s p e c t e d . As f a r 
as we know t h e r e has never been a l o s s i n t r a n s i t of such s h i p -
ments , but the q u e s t i o n occurs :to us t h a t i n the event t h e r e should 
be a l o s s of a s u b s t a n t i a l amount of t h e s e ins t ruments between 
D a l l a s and Washington, what would be the s t a t u s of the charge , 
under the p r e s e n t p r a c t i c e s , which t h e Federa l Reserve Bank of 
D a l l a s has made because of t h e payment of thetie w a r r a n t s . In 
o ther words, Would t h e Treasury Department permit t he charge 
to s tand should the Federa l Abs&rVe Batik be unable t o p rocu re 
d u p l i c a t e insti*'bm6nts and endorBetaerits? 16 t h e eveiit of & laz*ge 
shipment i t i s e n t i r e l y p o s s i b l e t h a t t he payee and endorser of 
many of t h e s e i n s t rumen t s could never be l o c a t e d and the ques-
t i o n would a r i s e as to what would be the s t a t u s of the charge 
r e p r e s e n t i n g t h e s e amounts. 

We a r e of t h e opinion t h a t , i n view of the f a c t t h a t 
Federa l Reserve Banks a r e a c t i n g a s f i s c a l agen t s i n t h e pay-
ment of t he se o b l i g a t i o n s , t h e Treasury Department should g ive 
e x p l i c i t i n s t r u c t i o n s as to how they wanted shipments made and 
t h a t when a Federa l Reserve Bank had fo l lowed t h e s e i n s t r u c t i o n s 
i t s d u t i e s would have been d i scharged and i n t h e event of l o s s 
t h e charge would be f i n a l as between t h e Federa l Reserve Bank and 
the Treasury Department,. Of course , t h e r e i s no o b j e c t i o n i n s o - ' 
f a r as t h e Federa l Reserve Bank of Dal lap i s concerned to de -
f r a y i n g the cos t of insurance i f t he Treasury Department c a r e s 
to have the same t aken out i n r easonab le amounts nor i s t h e r e 
any o b j e c t i o n t o l end ing every e f f o r t i n the case of l o s s t o 
secure the execu t ion of d u p l i c a t e s , but wf t h i n k t h a t t h e 
Treasury Department should r e q u i r e no th ing f u r t h e r of the Fede ra l 
Reserve Banks. 

2~ 
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This i s a m a t t e r of ayatem-wide importance as a l l 
Fede ra l Reserve Banks a r e conf ron ted wi th t h e same ques t ions 
and we would l i k e very much t o have the b e n e f i t of your views 
i n connect ion w i t h t h e ques t ions "brought out i n t h i s l e t t e r . 
In the event you should t h i n k i t important t o t ake the m a t t e r 
up w i t h the Treasury Department, we would a l s o l i k e t o have 
an express ion from you as to the "best method of doing so . 

Very t r u l y y o u r s , 

(S) Locke, Locke, Stroud^& Randolph. 

BBS—s 

- 3 -
t. 

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



6 

COPY X-6867-a- 40 

August 17, 1927. 

Locke, Locke, Stroud & Randolph, 
American Exchange B u i l d i n g , 
D a l l a s , Texas. 

Gentlemen: 

I have r ece ived your l e t t e r of J u l y 5 th w i t h r e f e r e n c e t o the 
r e l a t i o n s "between t h e Treasury Department and t h e Federa l Reserve Bank 
w i th regard t o the payment of Government war ran t s and checks and spe-
c i f i c a l l y w i t h r e f e r e n c e to t h e d u t i e s and l i a b i l i t i e s of the Federa l 
Reserve "banks w i t h r ega rd t o the shipment to the Treasu re r of the Uni t -
ed S t a t e s of c a n c e l l e d war ran t s and checks. You suggest t h a t t h i s i s a 
ma t t e r of system-wide importance and you would l i k e to know t h e "best 
method of t a k i n g i t up wi th t h e Treasury Department. 

I agree w i t h your view t h a t i n a l l f a i r n e s s the Treasury De-
partment should i s s u e r e g u l a t i o n s s p e c i f y i n g c l e a r l y t h e l e g a l r e l a t i o n s 
"between i t and the Federa l r e s e r v e "banks i n connect ion w i t h t h e payment 
of Government w a r r a n t s and checks and s t a t i n g s p e c i f i c a l l y t h e d u t i e s of 
the Fede ra l r e s e r v e "banks i n t h i s connect ion . I a l s o agree w i t h you 
t h a t the Treasu re r of the United S t a t e s should g ive s p e c i f i c i n s t r u c -
t i o n s as to t h e shipment of cance l l ed war ran t s and checks and t h a t when 
the Federa l r e s e r v e "banks comply w i th t he se i n s t r u c t i o n s i t should be 
recognized t h a t t h e i r l e g a l d u t i e s have been d i scharged and they a r e no 
longer r e s p o n s i b l e f o r any l o s s e s t h a t may occur . 

This i s a mat te r which I t h i n k should be t aken up by n e g o t i -
a t i o n s w i th t h e Treasury Department and, i n view of i t s system-wide 
importance, i t seems t o me t h a t i t would be a d v i s a b l e t o have t h e p o i n t 
p laced on the program and d i scus sed a t a conference of Governors of a l l 
Federa l r e s e r v e bank's a t which t h e Governors should agree upon what they 
cons ider the p roper method of handl ing t h i s s u b j e c t . A f t e r t h e Federa l 
r e s e r v e banks a r e a l l i n agreement I t h i n k i t would be a d v i s a b l e f o r 
them t o appoint a committee t o confe r w i th the Treasury Department on 
t h i s s u b j e c t w i t h a view of a r r i v i n g a t a d e f i n i t e unde r s t and ing r e g a r d -
ing a l l l e g a l and p r a c t i c a l problems a r i s i n g i n connect ion w i t h t h e 
hand l ing of Government war ran t s and checks . 

These v iews , however, a r e merely my own pe r sona l views 
and not the views of the Fede ra l Reserve Board. 

Very t r u l y y o u r s , 

(S) Walter Wyatt , 
General Counsel. 

WW-SAD 
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I I - C Dut ies and l i a b i l i t i e s of Federa l Reserve 
Banks wi th r ega rd t o shipment of cance l l ed 
Government war ran t s and checks , 
(Report t o "be submit ted "by Gov. T a l l e y ) 

The Chairman. We w i l l hear Governor T a l l e y ' s r e p o r t on t h a t . 

Governor T a l l e y . That r e p o r t i s so framed t h a t i t may "be 
r ece ived and f i l e d i f t h a t i s t h e p l e a s u r e 
of the Conference. 

(The r e p o r t of Governor Ta l l ey i s as f o l l o w s ) 
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EEDERAL RESERVE BAM 

OF DALLAS 

A p r i l 25, 1928. 

Mr. Benjamin S t rong , 
Chairman Governors ' Conference, 
Washington, D. C. 

Dear Governor S t rong : 

As a Committee of one appointed "by the Governors1 Conference 
November 2 and 3 , 1927, t o confe r w i th t h e Treasury i n r e f e r e n c e to 
Topic I I - C , "Dut ies and l i a b i l i t i e s of Fede ra l Reserve t a n k s w i th 
regard t o shipment of cance l l ed Government war ran t s and checks" , on 
the program of t h e l a s t Governors ' Conference, I am submi t t ing t h e 
f o l l o w i n g r e p o r t : 

Through t h e cour t e sy of Honorable Ogden L. M i l l s , Undersecre ta ry 
of t h e Treasury , I d i s cus sed t h i s t o p i c wi th Mr. Hand, t h e Commissioner 
of Accounts , and Mr. Cunningham of the Treasury , on t h e day t h e l a s t 
Conference ad jou rned . Based upon the gene ra l o b s e r v a t i o n of Mr. E. B. 
S t roud , J r . , Counsel f o r the Federa l Reserve Bank of D a l l a s , I en-
deavored t o a r r i v e a t some p r a c t i c a l conc lus ion upon which a d e f i n i t e 
p l a n of hand l ing p a i d Treasury war ran t s between Fede ra l r e s e r v e banks 
and t h e Treasury could be formula ted so t h a t t h e Federa l r e s e r v e banks 
could e l i m i n a t e a s much r i s k as p o s s i b l e t h a t might be i n h e r e n t from 
t h e s e t r a n s a c t i o n s between t h e t ime of encashment and f i n a l payment 
of Treasury wa r r an t s and f i n a l payment and r e l e a s e by the Treasury 
Department, a s we l l a s t o have as f u l l knowledge as p o s s i b l e of the l i -
a b i l i t y of t h e Treasury to t h e Federa l r e s e r v e banks i n t h e event of 
t h e l o s s i n t r a n s i t or non - rece ip t o therwise of t h e shipments of 
Treasury w a r r a n t s to the Treasury a f t e r encashment. 

Everyone i s aware t h a t no department of the Government w i l l e i t h e r 
assume or d e f i n e t h e l i a b i l i t y of the Government i n any h y p o t h e t i c a l or 
p robab le case and w i l l t h e r e f o r e not under take to b ind the o f f i c i a l s of 
any department i n t h a t connec t ion , such l i a b i l i t y be ing l e f t t o con-
g r e s s i o n a l d e t e r m i n a t i o n and r e l i e f when the ques t ion of such l i a b i l i t y 
a r i s e s . 

Mr. Hand and Mr. Cunningham were f u l l y a p p r e c i a t i v e of the p o s i t i o n 
of t h e Federa l r e s e r v e banks and o f f e r e d the f u l l coope ra t ion of the 
Treasury i n connec t ion wi th any unusual s i t u a t i o n t h a t might a r i s e i n 
connect ion w i t h the l o s s or d e s t r u c t i o n of any war ran t s i n t r a n s i t or the 
n o n - r e c e i p t by the Treasury a f t e r d e b | t t o the T r e a s u r e r ' s account . They 
c a r e f u l l y exp la ined t h a t the Con t ro l l e r General would not c l e a r the 
T r e a s u r e r ' s account wi thout the submission of vouchers bu t t h a t i n a l l 
p r o b a b i l i t y t h e submission of a f f i d a v i t s accompanied by c e r t i f i e d copies 
of i nvo ice s or t r a n s c r i p t s g iv ing minute d e s c r i p t i o n of wa r r an t s which 
had been shipped and not r ece ived by the Treasury , would be cons idered by 
t h e C o n t r o l l e r General and i n any event such documents would "be accepted 
a s a b a s i s of a p e t i t i o n f o r congress iona l r e l i e f . 
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The members of t h e Conference w i l l app rec i a t e I am sure t h a t con-
s i d e r a b l e expense would be involved i n making ttp t r a n s c r i p t s or mani fes t s 
i n minute d e t a i l and t h a t t h i s expense would perhaps , i n t he l i g h t of 
a f avo rab le exper ience s ince 1916, be p r o h i b i t i v e . The re fo re , i f an ar range 
ments could be made to i n su re the shipments of Treasury war ran ts to the 
Treasury a t some low premium r a t e , say 2 l / 2 cen ts pe r $1000, as now 
appl ied to t he shipment of cance l led coupons, the expense of doing so would 
be f a r l e s s than t h a t involved i n mainr*g up mani fes t s or t r a n s c r i p t s i n 
minu t i a . 

The s e r v i c e and f a c i l i t y of encashment of Treasury war ran t s a t Federal 
r e s e rve banks seem to have been kept out of the sphere of domain of the 
f i s c a l agency f u n c t i o n s of the Federal r e se rve banks performed f o r the 
Secre ta ry of t he Treasury as s p e c i f i e d i n the Federa l Reserve Act , and i n 
t h i s r e spec t the encashment of warrants by the Federa l r e s e r v e banks i s 
looked upon as a depos i to ry f u n c t i o n i n the same view as such s e r v i c e i s 
performed by a c t i v e n a t i o n a l bank d e p o s i t a r i e s . 

A f t e r cons ide rab le study of the sub jec t my own view i s t h a t t h e 
Federa l r e s e r v e banks would be looked upon and determined to be paying 
agents of any Treasury and t h a t such warrants t h a t had been encashed by 
Federal r e s e rve banks would be considered to have been pa id to the holder 
of such war ran ts as though such warrants were a c t u a l l y drawn upon a Federal 
r e se rve bank and without recourse upon such ho lde r s . 

The p resen t p r a c t i c e of the Federa l Reserve Bank of Da l l a s i s t o in su re 
a shipment of Treasury warrants t o the Treasury a t 10 per cent of t h e i r 
f a c e va lue and an endorsement upon i t s insurance con t rac t has been obtained 
to permit and accept t h i s p r a c t i c e . I t i s thought t h a t an insurance 
coverage i n t h i s ma t te r would be s u f f i c i e n t t o cover i n t e r e s t and expenses 
i n connect ion wi th ob ta in ing d u p l i c a t e s or f i n a l r e l i e f i n the mat te r of 
l o s s or d e s t r u c t i o n or non- rece ip t by the Treasury of any p a r t i c u l a r 
shipment. 

Inasmuch a s t h i s ques t ion was r a i s e d by Counsel f o r the Federal Reserve 
Bank of Da l las and was not covered by the Conference of Counsel of February 
9 and 10, 1928, your committee has no d e f i n i t e recommendation t o make. 
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TREASURY DEPARTMENT 

WASHINGTON 

Apr i l 23, 1931. 

My dear Governors 

For t h e S e c r e t a r y , and ag reeab le to the r e q u e s t in 

your l e t t e r of Apr i l 20, 1931, I am enc los ing a copy of 

t h e op in ion of the At torney General , given under d a t e of 

May 27, 1925, in t h e ma t t e r of t h e l i a b i l i t y of Federa l 

Reserve Banks in the redemption of c e r t a i n War-savings 

stamps subsequent ly found to be c o u n t e r f e i t . 

The Board i s a t l i b e r t y to t r ansmi t cop ies of t h e 

op in ion to the Federa l Reserve Banks, bu t i t should be 

p o i n t e d out t h a t t he opin ion r e l a t e s to a s p e c i f i c i n s t a n c e 

of l i a b i l i t y . 

Very t r u l y yours , 

(Signed) Ogden I . M i l l s 

OGDEET L. MILLS 
Undersec re ta ry of t h e Treasury 

Hon. Eugene Meyer, 

Governor* Federa l Reserve Board. 

Enc losure 

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



0 0 p y X-6880-a 

of Justice 

May 27, 1925. 

S i r : -

I have t h e honor to acknowledge r e c e i p t of your l e t t e r of 

February 18, 1925, wi th i t s enc losu re s , r e s p e c t i n g the r e l a t i o n s 

of Federa l r e s e r v e banks to t h e Uni ted S t a t e s i n cash ing war-

savings stamps and the l i a b i l i t y assumed the reby . 

S o l i c i t o r of t h e Treasury , a copy of which i s t r a n s m i t t e d wi th your 

l e t t e r to t h i s Department, and may be summarized a s f o l l o w s ; 

Sec t ion 15 of the Federa l Reserve Act , approved December 23, 

1913, c . 6, 38 S t a t . 265, au tho r i zed the Sec re t a ry of t h e 

Treasury to d e p o s i t p u b l i c funds i n the Federa l r e s e r v e banks, 

"which banks, when r e q u i r e d by the S e c r e t a r y of t h e Treasury , s h a l l 

a c t a s f i s c a l agen t s of t h e Uni ted S t a t e s ; and the revenues of the 

government, o r any p a r t the reof may be depos i t ed in such banks, 

and d isbursements may be made by checks drawn a g a i n s t such d e p o s i t s . " 

On November 24, 1915, the S e c r e t a r y of the Treasury communicated 

to the Federa l Reserve Board h i s i n t e n t i o n to appoin t " t h e Federa l 

r e s e r v e banks d e p o s i t a r i e s and f i s c a l agen t s in t h e manner t hus 

i n d i c a t e d by t h e a c t . " In s a i d communication the S e c r e t a r y s t a t e d ; 

"Bach Federa l r e s e r v e bank w i l l be r e q u i r e d to per form on beha l f of 

t h e government t h e s e r v i c e s which a r e now rendered by the n a t i o n a l 

bank d e p o s i t a r i e s l o c a t e d in s a i d c i t i e s , a s wel l as any o t h e r 

s e r v i c e s i n c i d e n t a l to o r growing out of the d u t i e s and r e s p o n s i b i l i t i e s 

The f a c t s a r e s e t f o r t h in a l e t t e r addressed by you to t h e 
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of f i s c a l a g e n t s O n the same da te the S e c r e t a r y of t h e Treasury 

addressed a conBtonidation to each Federa l r e s e r v e bank a d v i s i n g t h e 

o f f i c e r s t he r eo f t h a t s a i d bank " i s hereby des igna ted a d e p o s i t a r y and 

a f i s c a l agent of the Uni ted S t a t e s under s e c t i o n 15 of t h e Federa l 

Reserve Ac^, e f f e c t i v e on and a f t e r January 1, 1916, and u n t i l revoked." 

By the L e g i s l a t i v e , Execut ive and J u d i c i a l Appropr ia t ion Act, 

approved May 29, 1920, c . 214, 41 S t a t . 631,655, t h e s u b t r e a s u r i e s 

were a b o l i s h e d and the S e c r e t a r y of the Treasury was a u t h o r i z e d , i n 

h i s d i s c r e t i o n , " t o u t i l i z e any of the Federa l r e s e r v e banks a c t i n g as 

d e p o s i t a r i e s or f i s c a l a g e n t s of the Uni ted S t a t e s , f o r t h e purpose of 

pe r fo rming any or a l l of such d u t i e s and f u n c t i o n s " t h e r e t o f o r e performed 

by a s s i s t a n t t r e a s u r e r s of the Uni ted S t a t e s . 

By General Regu la t ion Ho. 176, i s sued May 15, 1922, Federa l r e s e r v e 
# 

banks were a u t h o r i z e d to accept d e p o s i t s of p u b l i c funds and c r e d i t t he 

Treasu re r of the Uni ted S t a t e s t he rewi th , and to cash government warrants 

and checks drawn on the Treasure r and charge the same t o t h e account of 

the T r e a s u r e r of the Uni ted S t a t e s , sub j ec t to examination and payment 

by him. 

Under a u t h o r i t y of s e c t i o n 6 of the Second L i b e r t y Bond Act , approved 

September 24, 1917, c . 56, 40 S t a t . 291, as amended, the S e c r e t a r y of 

the Treasury i s sued c e r t a i n war-savings c e r t i f i c a t e s , known a s 

"War-Savings C e r t i f i c a t e s , S e r i e s 1919", to mature on January 1 , 1924. 

(Treasury C i r c u l a r $To. 128, December 18, 1918). On November 15, 1923, 

the S e c r e t a r y i s sued Department C i rcu la r No. 330, addressed to ho lde r s 

of war -sav ings c e r t i f i c a t e s , s e r i e s 1919, p o s t m a s t e r s , Federa l r e s e r v e 

banks and o t h e r s , in r ega rd to the redemption or exchange of war-savings 

c e r t i f i c a t e s . In s e c t i o n 1 the reof i t i s p rov ided: 
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C e r t i f i c a t e s having r e g i s t e r e d stamps a f f i x e d a r e 
payab le on ly a t the pos t o f f i c e where r e g i s t e r e d . 
U n r e g i s t e r e d c e r t i f i c a t e s a r e payab le a t any money-
orde r p o s t o f f i c e or a t t h e Treasury Department in 
Washington, and w i l l l i k e w i s e be accepted f o r payment 
a t t h e Federa l Resdrve Banks and t h e i r b ranches , 
a c t i n g a s f i s c a l agen t s of the Uni ted S t a t e s . * * * 
Banking i n s t i t u t i o n s g e n e r a l l y w i l l handle redemp-
t i o n s and exchanges f o r t h e i r customers, bu t the 
on ly o f f i c i a l agenc ies a r e the p o s t o f f i c e s , the 
Fede ra l Reserve Banks and branches , and t h e Treasury 
Department a t Washington, except t h a t duly q u a l i f i e d 
c o l l a t e r a l agen t s f o r the i s s u e and s a l e of Treasury 
Savings C e r t i f i c a t e s may make exchanges of u n r e g i s t e r e d 
War-Savings C e r t i f i c a t e s f o r Treasury Savings C e r t i f i -
c a t e s . ( I t a l i c s s u p p l i e d ) . 

I n s t r u c t i o n s were given Federa l r e s e r v e banks in r e g a r d to t h e redemp-

t i o n of war -sav ings c e r t i f i c a t e s by Memorandum No. 155, da ted November 15, 

1923, and Memorandum No. 158, da ted November 24, 1923. In a memorandum to 

Federa l r e s e r v e banks, da ted Apr i l 24, 1924, dea l i ng wi th f i s c a l agency 

expenses, t h e Treasury Department de f ined the f i s c a l r e l a t i o n s e x i s t i n g be -

tween Federa l r e s e r v e banks and the Treasury Department as f o l l o w s : 

The r e l a t i o n s h i p between the Treasury and the 
Federa l Reserve 3 g nks i s two- fo ld - t he Banks a c t as 
f i s c a l a g e n t s of t h e Treasury and as d e p o s i t a r i e s . 
As f i s c a l agen t s the Banks announce i s s u e s , r e c e i v e 
s u b s c r i p t i o n s , make a l l o t m e n t s , r e c e i v e payments, make 
d e l i v e r i e s , and subsequent ly conduct exchange t r a n s a c t i o n s 
i n the s e c u r i t i e s d e l i v e r e d . 

I t i s s t a t e d s e v e r a l c o u n t e r f e i t war-savings stamps have been d i s -

covered and i n s t r u c t i o n s given to Federa l r e s e r v e banks in r e g a r d t h e r e t o 

in o rde r t h a t t h e banks might be f u l l y advised and could t a k e p r e c a u t i o n s 

a g a i n s t payment of such c o u n t e r f e i t s . I t i s f u r t h e r s t a t e d t h a t i n October 

1924 a f i f t h c o u n t e r f e i t 1919 war-savings stamp was d i scovered , and 

* * * upon examination of t h e stamps which had been 
redeemed by Fede ra l Reserve Banks and fo rwarded to 
the Treasure r of the Uni ted S t a t e s , i t was d i scovered 
t h a t a number of such c o u n t e r f e i t stamps had been r e -
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deemed by the Federal HefeefVe Banks, and t h e T reasu re r 
of t h e Uni ted S t a t e s had al lowed c r e d i t in the Federa l 
Reserve Banks' accounts f o r such stamps. These stamps 
had been p r e s e n t e d subsequent to May, 1924, and t h e 
c o u n t e r f e i t was an exceedingly c l eve r one which would 
no t be d e t e c t e d in t h e usua l examination as to genu ine-
n e s s . 

The Treasure r of the United S t a t e s under d a t e of 
November 25, 1924, adv ised a l l Federa l Reserve Banks 
who had t r a n s m i t t e d such c o u n t e r f e i t stamps t h a t such 
stamps were c o u n t e r f e i t , and d i r e c t e d them to make ad-
jus tment of the charges in the T r e a s u r e r ' s account by 
c r e d i t i n g the amount charged on account of the redemp-
t i o n o f such stamps to the T r e a s u r e r ' s account . 

The va r ious Federa l r e s e r v e banks have been c a l l e d upon to make good 

the amount p a i d out on sa id c o u n t e r f e i t stamps. This the banks have r e -

f u s e d to do, denying t h e i r l i a b i l i t y f o r the amount of c o u n t e r f e i t stamps 

redeemed by them. 

You now r e q u e s t to be adv i sed in what c apac i t y the Federa l r e s e r v e 

banks were a c t i n g in the cashing of war -sav ings stamps, and t h e ex ten t of 

t h e i r l i a b i l i t y in t h a t r e s p e c t . 

That the Federa l r e s e r v e banks, in the purchase or redemption of war-

savings c e r t i f i c a t e s , a c t e d in the c a p a c i t y of agen t s of the Treasury 

Department, i s n o t open to ques t ion ; Sec t ion 15 of t h e Fede ra l Reserve Act 

r e q u i r e d the Fede ra l r e s e r v e banks to a c t as f i s c a l agen t s of the Uni ted 

S t a t e s when r e q u i r e d to do so by the S e c r e t a r y of the Treasury . On November 

24, 1915, t h e S e c r e t a r y of t h e Treasury informed the o f f i c e r s of each Federal 

r e s e r v e bank t h a t t he bank had been des igna ted a f i s c a l agent of the United 

S t a t e s , and on November 15, 1923, the S e c r e t a r y gave i n s t r u c t i o n s to each 

Federa l r e s e r v e bank in r e g a r d to the redemption or exchange of war-savings 

c e r t i f i c a t e s , d e s i g n a t i n g such banks a s " f i s c a l agen t s of the Uni ted S ta te s" 

f o r t h a t purpose . 
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What then a r e t h e l i a b i l i t i e s of the banks a c t i n g as such f i s c a l 

agents? The word, " f i s c a l " as used, in the severa l a c t s of Congress and 

the des igna t ion of the S e c r e t a r y of the Treasury has no s p e c i a l or 

•unusual meaning. I t i s a d e s c r i p t i v e a d j e c t i v e q u a l i f y i n g t h e word 

"agent" and i n d i c a t e s "of or p e r t a i n i n g to the t r e a s u r y or p u b l i c f i n a n c e s " . 

(Words and P h r a s e s , Vol. 3 ) . As an agent of t h e Uni ted S t a t e s , wi th d u t i e s 

and r e s p o n s i b i l i t i e s l i m i t e d by the s t a t u t e and the r e g u l a t i o n s i s sued by 

the S e c r e t a r y of t h e Treasury , a Federa l r e s e r v e bank a c t s in a r e p r e s e n t a -

t i v e c a p a c i t y and, l i k e any o the r agen t , so long as i t keeps w i t h i n the 

scope of i t s employment, i t s a c t s a r e those of i t s p r i n c i p a l . As the 

law of agency a p p l i e s to the r e l a t i o n s h i p between the Federa l r e s e r v e banks 

and the Uni ted S t a t e s , r e p r e s e n t e d by the Sec re t a ry of the Treasury , i t 

f o l l ows t h a t a Federa l Reserve bank i s l i a b l e to i t s p r i n c i p a l only f o r 

i t s non- feasance o r ma l feasance . 

The r e l a t i o n of p r i n c i p a l and agent i s one of t r u s t , and the agent 

must bestow on t h e a f f a i r s of h i s p r i n c i p a l the same degree of ca re and 

s k i l l which a r ea sonab ly p ruden t man o r d i n a r i l y bestows on h i s own a f f a i r s . 

I f he f a i l s to e x e r c i s e o r d i n a r y ca re and prudence in the d i s cha rge of h i s 

d u t i e s a s agen t , he i s g u i l t y of neg l igence and w i l l be h e l d l i a b l e to 

h i s p r i n c i p a l . S t . Paul F i r e Insurance Co. v. Laube r s t e in , 162 Wis. 165; 

155 IT.W, 918. An agen t , however, i s no t l i a b l e to h i s p r i n c i p a l f o r a 

mere mis take in judgment. B r i e r e v. Taylor , 126 Wis. 347; Chapel v. 

Clark , 117 Mich. 63. 

In Na t iona l Bank v. Merchants Bank, 91 U. S. 92,104, t h e Supreme 

Court s a id : " I f t h i s , however, were d o u b t f u l , t he doubt ought to be 

r e so lved f a v o r a b l y to the agen t . In the case in hand, the Bank of Commerce 

having accepted the agency to c o l l e c t , was bound only to r easonab le c a r e 
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d l l i g e n e e i n the d i scha rge of i t s StfefcUihid dut ies . j} In P r e s t o n v. 

P r a t h e r , 137 U.&. 504,508, the cour t s a i d : "1-To one t a k i n g upon him-

s e l f a duty f o r ano ther wi thout c o n s i d e r a t i o n i s bound, e i t h e r in law 

or mora l s , to do more than a man of t h a t c h a r a c t e r would do g e n e r a l l y 

f o r h imself under l i k e c o n d i t i o n s . • The e x e r c i s e of r ea sonab le c a r e 

i s in a l l such ca ses the d i c t a t e of good f a i t h . " 

That the "banks were not n e g l i g e n t in redeeming t h e c o u n t e r f e i t 

stamps i s shown by t h e s ta tement t h a t "The c o u n t e r f e i t was an exceed-

i n g l y c l e v e r one which would not be d e t e c t e d i n the u sua l examination 

as to genu ineness . " I t cannot be denied t h a t t he Treasury Department 

i s as wel l q u a l i f i e d to d e t e c t c o u n t e r f e i t s a s a r e Federa l r e s e r v e hanks, 

and t h e f a c t t h a t t h e c o u n t e r f e i t stamps were accep ted a s genuine "by 

the Treasury Department i n d i c a t e s t h a t t ha seve ra l banks were f r e e from 

neg l igence i n redeeming such s tamps. * 

Where a Federa l r e s e r v e bank, a c t i n g as f i s c a l agent of t h e Uni ted 

S t a t e s , u s e s r ea sonab le c a r e , s k i l l , and d i l i g e n c e in the execut ion of 

the d u t i e s of t h e agency, i t cannot be he ld l i a b l e f o r the acceptance f o r 

redemption of war -sav ings c e r t i f i c a t e s or v/ar-savings stamps which a r e 

subsequent ly d i scovered to be c o u n t e r f e i t s , and e s p e c i a l l y i s t h i s t r u e 

where t h e c o u n t e r f e i t s were so s i m i l a r to the genuine t h a t t h e Treasury 

Department i t s e l f was deceived in to accep t ing them as genuine . 

Aside from the ques t ion of agency e x i s t i n g between Federa l r e s e r v e 

banks and the Uni ted S t a t e s , a s r ep re sen t ed by the S e c r e t a r y of t h e 

Treasury , i t i s d o u b t f u l whether the Federa l r e s e r v e banks could be 

h e l d l i a b l e under t h e f a c t s a s s e t f o r t h in your l e t t e r . 

In Uni ted S t a t e s Bank v . Bank of Georgia, 10 Wheat. 332,341, the 
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c o u r t had under dons idera t id i i bank ho lds , i s sued by the Bank of 

Georgia, whibh had been f r a u d u l e n t l y a l t e r e d . In t h e r e g u l a r course 

of bus ine s s t h e a l t e r e d n o t e s came in to the p o s s e s s i o n of t h e Uni ted 

S t a t e s Bank and were sent by i t to and accepted by the Bank of 

Georgia a s genuine . Subsequently the f r a u d u l e n t a l t e r a t i o n s were 

d i scovered and t h e Bank of Georgia sought to r ec la im from the 

Uni ted S t a t e s Bank. Mr. J u s t i c e S tory , speaking f o r the c o u r t , 

s a i d : 

I t i s bound to know i t s own pape r , and p rov ide 
f o r i t s payment, and must be presumed to u s e a l l 
r e a s o n a b l e means, by p r i v a t e marks and o the rwise , 
to secure i t s e l f a g a i n s t f o r g e r i e s and impos i t i ons . 
In p o i n t of f a c t , i t i s wel l known, t h a t every 
bank i s in t h e h a b i t of u s i n g s e c r e t marks, and 
p e c u l i a r c h a r a c t e r s , f o r t h i s purpose , and of keep-
ing a r e g u l a r r e g i s t e r of a l l the n o t e s i t i s s u e s , 
so a s to guide i t s own d i s c r e t i o n as to i t s d i s -
counts and c i r c u l a t i o n , and to enable i t to d e t e c t 
f r a u d s . I t s own s e c u r i t y , not l e s s than t h a t of 
t h e p u b l i c , r e q u i r e s such p r e c a u t i o n s . Under such 
c i rcumstances , t he r e c e i p t by a bank of fo rged n o t e s , 
p u r p o r t i n g to be i t s own must be deemed an adopt ion 
of them. I t has t h e means of knowing i f they a r e 
genuine; i f t h e s e means a r e not employed, i t i s c e r -
t a i n l y evidence of a neg l ec t of t h a t duty, which 
t h e p u b l i c have a r i g h t to r e q u i r e . And in r e s p e c t 
to p e r s o n s equa l ly innocent , where one i s bound to 
know and s e t upon h i s knowledge, and the o the r has no 
means of knowledge, t h e r e seems to be no reason f o r 
burdening t h e l a t t e r wi th any l o s s , in exonera t ion 
of t h e fo rmer . 

In the more r e c e n t case of Uni ted S t a t e s v. Chase Na t iona l Bank, 

252 U. S. 485, t h e c o u r t had under c o n s i d e r a t i o n the ques t ion of recovery 

by the Uni ted S t a t e s of money p a i d on a fo rged check drawn on the Treasurer 

of the Uni ted S t a t e s . The name of t h e drawer of the check had been 

fo rged and n e g o t i a t e d through the Chase n a t i o n a l Bank, which bank 

p r e s e n t e d the check to t h e A s s i s t a n t Treasure r a t New York f o r payment. 
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Some time a f t e r payment i t was d i scovered t h a t t he check was 

a f o r g e r y , and the Uni ted S t a t e s sued the Chase Nat ional Bank f o r 

the amount of t h e check. The cour t (pp. 494,495) h e l d t h a t i t was 

encumbent on the p l a i n t i f f to d e t e c t t he f o r g e r y of the d r a w e r ' s 

name, c i t i n g wi th approval the dec i s ion in P r i c e v. ITeal, 3 Bur r . 

1354,1357, and s t a t i n g t h a t t h e r u l e t h e r e l a i d down has never s ince 

been depar ted f rom. On page 496 the cour t s a id : 

He cannot be c a l l e d upon to #ay aga in and the 
c o l l e c t i n g bank has no t r ece ived the p roceeds 
of an ins t rument to which another h e l d a b e t t e r 
t i t l e . The e q u i t i e s of the drawee who has p a i d 
a r e no t supe r io r to those of the innocent 
c o l l e c t i n g bank who had f u l l r i g h t to a c t 
upon the assumption t h a t t h e former knew 
the drawer* s s i g n a t u r e or a t l e a s t took the 
r i s k of a mis take concerning, i t* 

The Act of Ma..y 29, 1920, supra , which abo l i shed the sub t r e a s u r i e s , 

a u t h o r i z e d the S e c r e t a r y of the Treasury to u t i l i z e Federa l r e s e r v e banks 

to per form a l l of the " d u t i e s and f u n c t i o n s " t h e r e t o f o r e performed by 

A s s i s t a n t T r e a s u r e r s of the Uni ted S t a t e s . In a c t i n g as f i s c a l agen t s 

f o r the Uni ted S t a t e s in the redemption and exchange of war - sav ings 

c e r t i f i c a t e s t h e Federa l r e s e r v e banks s tand in the same r e l a t i o n to 

t h e Uni ted S t a t e s a s A s s i s t a n t T reasu re r s fo rmer ly s tood . 

A case somewhat analogous to t h a t under c o n s i d e r a t i o n was decided 

by the Supreme Court in Cooke, e t a l . v . Uni ted S t a t e s , 91 U. S. 389. 

The A s s i s t a n t T reasu re r a t Hew York purchased from J . Cooke & Co., f o r 

redemption, c e r t a i n t r e a s u r y n o t e s among which were a number of coun te r -

f e i t n o t e s . Ho a t tempt was made to ho ld t h e . A s s i s t a n t T rea su re r l i a b l e 

f o r a ccep t i ng t h e c o u n t e r f e i t s , but a c t i o n was brought a g a i n s t 
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Cooke & d o . , f o r t h e amount p a i d by the A s s i s t a n t T r e a s u r e r . Chief J u s t i c e 

Waite, speaking f o r the c o u r t , (pp. 396 ,39? , ) s a i d : 

I t i s , undoubtedly , a l so t r u e , as a genera l 
r u l e of commercial law, t h a t where one a c c e p t s 
f o r g e d paper p u r p o r t i n g to be h i s own, and pays 
i t to a ho lder f o r va lue , he cannot r e c a l l t he 
payment. The o p e r a t i v e f a c t in t h i s r u l e i s t he 
accep tance , or more p r o p e r l y , pe rhaps , t he adop-
t i o n , of the paper a s genuine by i t s apparen t 
maker. O f t e n t h e b a r e r e c e i p t of the paper 
accompanied by payment i s equ iva len t to an adop-
t i o n w i t h i n the meaning of the r u l e ; because , 

1 a s every man i s presumed to know h i s own s igna -
t u r e , and ought to d e t e c t i t s f o r g e r y by s imple 
i n s p e c t i o n , t he examination which he can g ive 
when the demand upon him i s made i s a l l t h a t t he 
law c o n s i d e r s neces sa ry f o r h i s p r o t e c t i o n . He 
must r e p u d i a t e as soon as he ought to have d i s -
covered the f o r g e r y , o therwise he w i l l be r e -
garded a s accep t ing t h e pape r . 

* * * & * * * 

So, too , i f t he paper i s r e c e i v e d and p a i d 
f o r by an agen t , t h e p r i n c i p a l i s not charged un-
l e s s t h e agent had a u t h o r i t y to a c t f o r him i n 
p a s s i n g upon the c h a r a c t e r of the ins t rument . 
I t i s t h e neg l igence of the p r i n c i p a l that , b inds ; 
and t h a t of t h e agent has no e f f e c t , except to t h e 
e x t e n t t h a t i t i s chargeab le to the p r i n c i p a l . 

I t does no t appear , from the f a c t s s t a t e d by you, t h a t the Federa l 

r e s e r v e banks a r e chargeab le wi th l a c k of d i l i g e n c e amounting to negl igence 

in a c c e p t i n g f o r redemption the c o u n t e r f e i t war -sav ings c e r t i f i c a t e s or 

war—savings stamps which were subsequent ly accepted by the Treasury Depart-

ment as genuine . The a u t h o r i t i e s a r e one in ho ld ing t h a t , in t h e absence 

of neg l igence , t h e agent i s no t l i a b l e . 

I t i s my op in ion , t h e r e f o r e , t h a t , under the s t a t u t e and t h e des igna-

t i o n of t h e S e c r e t a r y of the Treasury , Federal r e s e r v e banks i n accep t ing 

f o r redemption war-sav ings c e r t i f i c a t e s were and a r e a c t i n g as f i s c a l agents 

of the Uni ted S t a t e s ; t h a t a s such f i s c a l agen t s they a r e no t l i a b l e except 
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f o r l a c k of o r d i n a r y ca re and d i l i g e n c e , and t h a t in t h e case submit ted the 

Federa l r e s e r v e banks a r e not l i a b l e to the Uni ted S t a t e s f o r having ac -

cepted a s genuine c o u n t e r f e i t war-savings stamps which so c l e v e r l y imi t a t ed 

the genuine stamps i s sued by the Treasury Department a s to deceive t h a t 

Department when p r e s e n t e d to i t ; 

R e s p e c t f u l l y , 

(Signed) John G. Sargent 

At torney Genera l . 

The Honorable, 

The S e c r e t a r y of the Treasury , 
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X-6883 

F E D E R A L H I S H V E B O A R D 

sta tement f o r t h e p r e s s 

For r e l e a s e a t 2:30 p.m. May 7, 1931. 

The Federal Reserve Board announces t h a t t he Federal 

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 

1 | 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 

May 8, 1931. 
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x-6884 

I I D B R A L H I S B R V E B O A B D 

STATEMENT FOE THE PRESS 

For r e l e a s e a t 5:00 p.m. May 7, 1931. 

The Federal Reserve Board announces t h a t the Federal 

Reserve Bank of Dal las has e s t a b l i s h e d a red i scount r a t e of 

3 per 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 May 8, 1931. 
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X-6885 

F E D E R A L R E S E R V E B O A R D 

STATEMENT FOB THE PRESS 

For r e l e a s e a t 3:00 p . m. May 8, 1931. 

The Federa l Reserve Board announces t h a t t he 

Federa l Reserve Bank of Cleveland has e s t a b l i s h e d a r e -

d iscount r a t e of 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 May 9 , 1931. 
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X-6886 

F E D E R A L 3 I S I E T ! B O A R D 

STATWSm TOR TE: PRESS 

For r e l e a s e a t 3:00 p . m. May 8 , 1931. 

The Federa l Reserve Board announces t h a t t he 

Federa l Reserve Bank of Chicago has e s t a b l i s h e d a r e -

d i scount r a t e of 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 May 9 , 1931. 
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X-6887 

STATEMENT OF BUREAU OF ENGRAVING AMD PRINTING 

Fede ra l Reserve Notes, S e r i e s 1928a 

A p r i l 1 t o 30, 1931* 

649 

Tota l 
| 5 310 ' If Sheets Amount 

Boston 90,000 100,000 24,000 214,000 $20*426*30 
New York 250,000 184,000 75,000 509,000 48,584i05 
P h i l a d e l p h i a 100,000 62,000 15,000 167,000 15,940.15 
Cleveland 100;000 42,000 40,000 182,000 17,371.90 
Richmond 68j000 32,000 - 100,000 9,545.00 
A t l a n t a 40,000 20,000 10,000 k70,000 6,681.50 
Chicago 200,000 - - 200,000 19,090.00 
Minneapolis 25,000 10,000 - 35,000 3,340.75 
Kansas Ci ty 35,000 - - 35,000 3 ,340.75 
Dal las 32,000 20,000 - 52,000 4 ,963 .40 

940,000 460,000 164,000 1,564,000 #149,283,80 

1,564,000 sheets# $95*46 M, #149.283.80 
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X-6888 

I E D E H 1 B E S E B T E B O A R D 

STATEMENT FOR THE PRESS 

For r e l e a s e a t 4 :00 P.M. May 8 , 1931. 

The Federa l Reserve Board, announces t h a t t he 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 tif paper of a l l m a t u r i t i e s , e f f e c t i v e May 

9, 1931. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE T O 
T H E FEDERAL RESERVE BOARD 

X-6889 

May 13, 1931. 

SUBJECT: Code Words t o Cover Telegraphic T ransac t ions 
i n Treasury B i l l s . 

Dear S i r : 

In connect ion w i 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 Federa l r e s e r v e hanks , 
t h e f o l l owing code words have been des igna ted t o cover 
new i s s u e s of Treasury B i l l s : 

"HOXBEGrG-IHGr" S e r i e s da ted May 18, 1931, 
and maturing J u l y 17, 1931. 

"UOXBELT" S e r i e s da ted May 18, 1931, 
and maturing August 17, 1931. 

These words should be i n s e r t e d i n t h e Federa l 
r e s e r v e t e l e g r a p h code book, fo l lowing the supplemental 
code word "HOXBEAKEH" on page 172. 

Very t r u l y you r s , 

J . C. N o e l 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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X-6891 

F E D E R A L 1 S S I 1 V 1 B 0 A R B 

. STATEMENT FOB THE PRESS 

For r e l e a s e a t 2;00 P.M. May 14, 1931. 

The Federa l Reserve Board announces t h a t the Federa l 

Reserve Bank of Richmond has e s t a b l i s h e d a r ed i scoun t r a t e of 

3$ 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 May 15, 

1931. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6892 

May 14, 1931. 

SUBJECT: P r o g r e s s i v e P e n a l t i e s on D e f i c i e n t Rese rves . 

Dear S i r : 

The a t t a c h e d memorandum, addressed t o t h e 
Governor of t h e Federa l Reserve Board by t h e Chief of 
t h e D i v i s i o n of Bank Opera t ions , on the s u b j e c t "Pro-
g r e s s i v e P e n a l t i e s on D e f i c i e n t Reserves of Member 
Banks" was read to t h e recen t"Conference of Governors 
which r e q u e s t e d t h a t t he Federa l Reserve Board forward 
a copy t o each Federa l r e s e r v e bank which now" a p p l i e s 
p r o g r e s s i v e p e n a l t i e s f o r cont inued d e f i c i e n c i e s i n r e -
s e r v e s . I t i s be ing forwarded to t h e o the r Federa l 
r e s e r v e banks as a ma t t e r of i n f o r m a t i o n . 

The sugges t ion has been made t h a t t h e Fede ra l 
Reserve Board amend i t s Regula t ion D, so as e i t h e r ( a ) 
t o a b o l i s h t h e p r o g r e s s i v e p e n a l t y a l t o g e t h e r , or (b) t o 
make i t mandatory and a p p l i c a b l e un i fo rmly t o a l l Federa l 
r e s e r v e d i s t r i c t s . Accordingly , t h e Board has r e q u e s t e d 
t h e System Committee on Reserves t o make a s p e c i a l s tudy 
and r e p o r t a s t o t h e e f f e c t i v e n e s s and d e s i r a b i l i t y of 
a s s e s s i n g p r o g r e s s i v e p e n a l t i e s . 

Very t r u l y you r s , 

E. M. McClelland, 
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 . 

TO GOVERNORS OF ALL F. R. BANKS. 
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CQPY 

TO Governor Meyer 

FROM Mr. Smead 

Section 19 of the Federal Reserve Act provides that the required re-

serve "balance carried by a member "bank with a Federal reserve "bank may, 

under the regulations and subject to such penalties as may he prescribed 

by the Federal Reserve Board, be checked against and withdrawn by such 

member bank for the purpose of meeting existing l i a b i l i t i e s . In accord-

ance with this section the Federal Reserve Board has provided in Regula-

tion D that a penalty on the amount of the deficiency in reserves shall 

be assessed at a basic rate of 2 per cent per annum above the Federal 

reserve bank discount rate on 90 day commercial paper, also that upon the 

application of a Federal reserve bank the Board wi l l approve progressive 

penalties for continued deficiencies in reserves, the total penalty not 

to exceed 10 per cent. 

At the present time 7 Federal reserve banks apply progressive penalty 

rates on continued deficiencies in reserves, s ix of them having a maximum 

penalty rate of 10 per cent, and one 8 per cent. In order to compare the 

deficiencies in the d is tr ic ts which apply progressive penalties with de-

f ic ienc ies in d i s tr i c t s which do not apply progressive penalt ies , we have 

prepared the attached table showing: 

1. Average number of member banks in operation in 1930. 
2. Number of member banks subject to basic and to progressive 

penalt ies , for deficiencies in reserves. 
3. Uumber of banks out of each 1,000 in operation that were 

subject to basic and to progressive penalties on de-
f i c i e n c i e s . 

4. Ratio of average deficiencies to average reserve balances 
of a l l member banks. 

From an examination of the table i t appears that the Federal reserve 

banks that apply progressive penalty rates have relat ively more banks with 

X-6892-a 

April 25, 1931. 

SUBJECT: Progressive penalties on 

deficient reserves of member banks. 
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continued d e f i c i e n c i e s , than do the r e s e r v e banks t h a t do not apply p r o -

g r e s s i v e p e n a l t y r a t e s . This r a i s e s the ques t ion whether t h e p r o g r e s s i v e 

p e n a l t i e s a r e p a i d by 

(a ) Member banks which, owing t o t h e i r overextended c o n d i t i o n , 
a r e unab le t o main ta in t h e i r r e q u i r e d r e s e r v e s , or 

(b) Member banks which a r e i n a reasonab ly s a t i s f a c t o r y con-
d i t i o n b u t , through negl igence or o the rwi se , make no 
a t tempt t o ma in ta in t h e i r r e q u i r e d r e s e r v e s . 

The Fede ra l Reserve Banks of Chicago, Minneapolis and D a l l a s , which 

a ( one time a p p l i e d p r o g r e s s i v e r a t e e , have d i s con t inued them. The r e a -

sons g iven f o r d i s c o n t i n u i n g t h e p r o g r e s s i v e p e n a l t i e s a r e as f o l l o w s : 

Governor Young of Minneapolis - "Af te r a thorough i n v e s t i g a t i o n 
of t h e s i t u a t i o n , we a r e convinced t h a t the banks t h a t pay a 
t en p e r cent p e n a l t y r a t e do not do so because of t h e i r un-
w i l l i n g n e s s t o ca r ry s u f f i c i e n t r e s e r v e wi th u s , bu t s o l e l y 
because of t h e i r u t t e r i n a b i l i t y to do s o . " 

Mr. Walsh of D a l l a s - "The p r o g r e s s i v e r a t e does not i n i t s e l f 
a c t as a d e t e r r e n t to member banks , and those banks t h a t have 
pa id t h e i n c r e a s e d r a t e , even to t h e maximum, a l though having 
every d e s i r e t o do so , have been unable t o ma in ta in t h e i r 
r e q u i r e d r e s e r v e by reason of having reached t h e i r maximum 
a b i l i t y . " 

Mr. Heath of Chicago - "Our obse rva t ion i s t h a t by f a r t h e g r e a t e r 
number of member banks whose r e s e r v e s a r e c o n t i n u a l l y d e f i c i e n t , 
a r e unab le t o main ta in such r e s e r v e s wi thout r e d i s c o u n t i n g f u r -
t h e r , and t h a t t h e i r cond i t i on as a r u l e i s not such as t o 
j u s t i f y f u r t h e r i n c r e a s e i n r e d i s c o u n t s . " 

Data a v a i l a b l e i n t h i s o f f i c e i n d i c a t e t h a t dur ing t h e p a s t two y e a r s , 

286 member banks have been s u b j e c t t o the maximum p e n a l t y r a t e s of 10 pe r 

c e n t , or would have begn s u b j e c t t o such r a t e s had they been a p p l i e d i n a l l 

d i s t r i c t s , Of t h e s e 286 banks , 163 a r e s t i l l members,' 79 have suspended, 

29 have been absorbed by o ther banks , 8 have been r eo rgan ized or succeeded 

by new banks , 6 have withdrawn from t h e System, and 1 has gone i n t o vo lun-

t a r y l i q u i d a t i o n . 
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The f a c t t h a t Fede ra l r e s e r v e "banks t h a t apply p r o g r e s s i v e p e n a l t i e s 

have r e l a t i v e l y more member hanks wi th continued, d e f i c i e n c i e s than Federal 

r e s e r v e hanks t h a t do not apply p r o g r e s s i v e p e n a l t i e s , and t h a t a r e l a -

t i v e l y l a r g e pe rcen tage of the member hanks t h a t pay t h e p r o g r e s s i v e 

p e n a l t i e s a r e i n an overextended c o n d i t i o n , r a i s e s t h e q u e s t i o n as t o 

whether the a p p l i c a t i o n of p r o g r e s s i v e p e n a l t i e s does n o t , i n most c a se s , 

p l a c e a d d i t i o n a l burdens on those member hanks which a r e l e a s t a h l e t o 

hear them. 

I t occurs to me t h a t you may wish t o d i s c u s s t h i s q u e s t i o n w i th t h e 

Governors a t t h e i r conference next week. 
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f e d e r a l 

Bese rve 

D i s t r i c t 

Average 
number 

of 
member 

banks i n 
d i s t r i c t 

Average number of t anks s u b j e c t to 

T o t a l 

At At 
maximum lower 
r a t e of progres-

10 p e r s i v e 
c e n t * r a t e s * 

At 
normal 

r a t e 

Number of banks, out of each 1000 
i n o p e r a t i o n , t h a t were — 

D e f i c i e n t 
i n 

r e s e r v e s 
( t o t a l ) 

S u b j e c t 
to maximum 
p e n a l t y 
of 1056 

Subjec t 
to lower 
p r o g r e s -

s i v e 
p e n a l t i e s 

Subject 
to normal 
pena l ty 

Average 
d a i l y 

r e s e r v e s 
of a l l 
member 
banks 

Average 
d a i l y 

d e f i c i -
enc ie s 

3-32% 
R a t i o of 

average 
d e f i c i e n c i e s 

to average 
r e s e r v e s of 
a l l member 

banks 
F.R.SiueiS TKfiT APPLY 

PROGRESSIVE PSKALTI5S 
400 
756 
783 
594 

( I n thousands of d o l l a r s ) 

Boston 
P h i l a d e l p h i a 
Cleve land 
San F r a n c i s c o 

Richmond 
A t l a n t a 
Kansas Ci ty 

T o t a l 

492 
4ll 
885 

60 
110 
124 
139 

160 
136 
158 

3 
1 

10 
l o 

_ 1 

4 
5 

19 
10 

26 
a 
14 

56 
105 
103 
128 

125 
99 

138 
4,321 887 35 99 754 

- 10 
mm 7 

158 4 24 
234 2 17 

325 20 53 
331 39 51 
179 6 16 
205 8 23 

l4o 
139 
132 
215 

254 
241 
156 

175 

147,066 125 .085# 
137,819 153 .111 
191,745 386 .201 
175,653 123 .070 

63,713 375 .589 
61,648 355 .576 
87,741 171 .195 

865,385 1,688 .195 

F.R.BAKSS THAT DO HOT APPLY 
PROGRESSIVE PENALTIES 

Hew York 
Chicago 

S t . Lou i s 
Minneapol is 
D a l l a s 

T o t a l 

923 
1,132 

548 
662 
716 

3,981 

237 
238 

198 
114 
128 

I 
_5_ 

915 25 

4 233 257 4 252 
24 206 210 8 a 182 

16 177 361 9 29 323 
18 91 172 9 27 138 
16 106 179 7 22 148 
78 813 230 6 20 204 

981,690 
344,423 

76,220 
51,086 
60,289 

476 
574 

287 
126 
245 

.048 

.167 

•377 
.247 
.4o6 

1,513,708 1,708 .113 

•For t h e l a s t f i v e d i s t r i c t s , columns 3 and 4 r e p r e s e n t t h e member banks which would have been s u b j e c t t o p r o g r e s s i v e r a t e s i f such 
r a t e s had been a p p l i e d by t h e r e s p e c t i v e Federal r e s e r v e banks . In t h e A t l a n t a d i s t r i c t t h e maximum r a t e i t 8 p e r c e n t . 

NOTE: Tota l number of member banks , as shown i n column 1, i s the average of 12 end-of-month d a t e s ; t h e number of bz nke d e f i c i e n t i n 
r e s e r v e s i s t h e average of q u a r t e r l y r e p o r t s ; d a i l y d e f i c i e n c i e s a r e a l s o ave rages of q u a r t e r l y r e p o r t s . 

FEDERAL RESERVE BOARD 
DIVISI01T OF 3AM OPERATIONS 

APRIL 24, 1931 
0 1 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6893 

May 19, 1931. 

SUBJECT; Holidays dur ing June , 1931. 

Dear S i r ; 

The Federa l r e s e r v e banks and branches l i s t e d be -
low w i l l be c losed on Wednesday, June 3rd , in observance of 
t h e b i r t h d a y of J e f f e r s o n Davis, and t h e r e f o r e w i l l not p a r -
t i c i p a t e i n e i t h e r t h e go ld fund c l e a r i n g or the Fede ra l r e -
se rve n o t e c l e a r i n g of t h a t da t e : 

Richmond 

A t l a n t a 
•New Or leans 

Birmingham 
• N a s h v i l l e 

J a c k s o n v i l l e 
•Confedera te Manorial Day 

•Memphis 

D a l l a s 
$3. Paso 
Houston 
San Antonio 

P l e a s e inc lude c r e d i t s of June 3rd i n t h e go ld 
fund c l e a r i n g with your c r e d i t s f o r June 4 th f o r t h e o f f i c e s 
a f f e c t e d , and make no shipments of Federa l r e s e r v e n o t e s , f i t 
o r u n f i t , f o r account of the head o f f i c e s mentioned, on June 
3 rd . 

P l e a s e n o t i f y branches . 

Very t r u l y yours , 

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

TO GOVERUOBS OF ALL F. B. BANKS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE; TO 

THE FEDERAL RESERVE BOARD 

X-6894 

May 21, 1931. 

SUBJECT: Expense, Main Line , Leased Wire System, 
A p r i l , 1931. 

Dear S i r : 

Enclosed he rewi th you w i l l f i n d two mimeo-
graphed s t a t e m e n t s , X-6894-a and X-6894-b, cover ing 
i n d e t a i l o p e r a t i o n s of t h e main l i n e , Leased Wire 
System, du r ing t h e month of A p r i l , 1931. 

P l e a s e c r e d i t t he amount payable "by your 
bank i n t h e g e n e r a l account , t r e a s u r e r , U. S . , on 
your "books, and i s s u e C/D Form 1 , Na t iona l Banks, f o r 
account of " S a l a r i e s and Expenses, Fede ra l Reserve 
Board, Spec i a l Fund", Leased Wire System, sending 
d u p l i c a t e C/D t o t h e Federa l Reserve Board. 

Very t r u l y you r s , 

F i s c a l Agent . 

E n c l o s u r e s . 

TO GOVERNORS OF ALL F. R. BANKS EXCEPT CHICAGO. 
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From 

REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS TRANSMITTED OVER MAIN LINE 
OF THE FEDERAL RESERVE LEASED WIRE SYSTEM FOR THE MONTH OF APRIL, 1931. 

Business 
r epor t ed 
by banks 

Words sent by 
New York charge-
ab le to o ther 
F. R. Banks ( l ) 

Net Federal 
r e se rve 
bank 
bus iness 

p e r c e n t of t o t a l 
bank bus iness ( • ) 

Boston 
New York 
P h i l a d e l p h i a 
Cleveland 
Richmond 
A t l a n t a 
Chicago 
S t . Louis 
Minneapolis 
Kansas C i ty 
D a l l a s 
"San Franc isco 

Tota l 

26,434 
118,447 
31,020 
79.790 
57,647 
58,152 
94,267 
71,777 
30,839 
74,796 
64,280 
96,722 

804,171 

3,171 

1,542 
3,157 
2,371 
9,948 
4,562 

3! 674 
2,989 

12,029 
%.315 

51,115 

29,605 
118,447 

32,562 
82,947 
60,018 
68,100 
98,829 
75,134 
34,513 
77.785 
76,309 

101.037 
855,286 

3.46 
13.85 
3.81 
9.70 
7.02 
7.96 

11.56 
8.78 
4 .04 
9 .09 
3.92 

11.81 
100.00 

F_. ?v. Board bus iness 300,055 1.155.341 

Treasury Department bus iness Incoming and Outgoing 122,070 

Tota l words t r ansmi t t ed over main l i n e s . . . . . . . i 1 ,277,411 

(*) 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 the accompanying statement (X-6894-b). 

( l ) Jftunber of words sent by New York to o ther 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 wi th a c t i o n taken a t Governors' Conference 
November 2 - 4 , 1925. @5 
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A-UO^T-y 

REPORT OF EXPENSE MAIN LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM, APRIL, 1931. 

Opera to r s ' 
Name of bank s a l a r i e s 

Boston $260.00 
New York 1,134.15 
P h i l a d e l p h i a 225.00 
Cleveland 306*66 
Richmond 190.00 
A t l a n t a 270.00 
Chicago 3 ,693.50 (#) 
S t . Louis 195.00 
Minneapolis 200,00 
Kansas Ci ty 287.50 
D a l l a s 251.00 
San Francisco 380.00 
Fe&eral Reserve Board -

Total $7,392.81 

Opera tors ' 
overtime 

Wire 
r e n t a l 

Tota l 
expenses 

Pro r a t a 
sha re of 
t o t a l 
expenses C r e d i t s 

Payable 
Federa l 
Reserve 
Board 

to 

$5.00 $ 

230.00 (&) 

3.00 

I5.77O.25 
$8.00 $16,000.25 

$265.00 
1,134.15 

225.00 
306.66 
1*20,00 
270.00 

3,696.50 
195.00 
200.00 
287.50 
251.00 
380.00 

15.770.25 

$732.30 
2 ,931 .33 

806.38 
2 ,052.99 
1 ,485.77 
1,684.72 
2 ,446.66 
1,858.27 

855.06 
1 .923.89 
1 .887.90 
2,499.57 

$265.00 
1,134.15 

225.00 
306.66 
420.00 
270.00 

3 ,696.50 
195.00 
200.00 
287.50 
251.00 
380.00 

$467.30 
1,797.18 

581.38 
1,746.33 
1,065,77 
l ,4i4 .72 
1,249.84 (*) 
1,663.27 

655.06 
1,636.39 
1,636.90 
2,119.57 

$23,401.06 $21,164.84 
2.236 .22(a) 

$21,164.84 

$7,630.81 $14,783.87 
1 .249.84 (b) 

$13,534.03 

(&) Main l i n e r e n t a l , Richmond-Washington. 
( f ) Includes s a l a r i e s of Washington ope ra to r s . 
(*) C r e d i t . 
( a ) Received $2*.236.22 from Treasury Department covering bus iness f o r the month of A p r i l , 1931, 
(b) Amount re imbursable to Chicago. 
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X-6895 

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 4:30 p.m. May 20, 1931. 

The Federa l Reserve Board announces t h a t t h e Federa l 

Reserve Bank of Kansas Ci ty 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 3$ 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 

May 21, 1931. 

9 
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X-6898 

I 1 2 I I 4 L 1 I S B R V B 1 o A I S 

STATEMENT FOB THE PRESS 

For r e l e a s e a t 6:00 p.m. May 21, 1931.. 

The Federa l Reserve Board announces t h a t the Fed-

e r a l Reserve Bank of San Franc isco has e s t a b l i s h e d a r e d i s -

count r a t e of 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 May 22\ 1931, 
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FEDERAL RESERVE BOARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6899 

May 27, 1931. 

SUBJECT: Code word, to cover Telegraphic t r a n s a c t i o n s 
in Treasury B i l l s . 

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 in 
Government s e c u r i t i e s between Federa l r e s e r v e banks , 
t h e f o l l o w i n g code word has been des igna ted to cover 
a new i s s u e of Treasury B i l l s : 

"NOXBERRY" S e r i e s da ted June 1, 1931, 
and matur ing August 31, 1931. 

This word should be i n s e r t e d in the Federa l r e -
se rve t e l e g r a p h code book, fo l lowing the supplemental 
code word "NOXBELT" on page 172. 

Very t r u l y yours , 

J . C. No el l . , 
A s s i s t a n t Sec re t a ry . 

TO GOVERNORS OF AIL F. H. BANKS. 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6901 

May 28, 1931. 

SUBJECT: Enforcement of P rov i s ions of Clayton A n t i - T r u s t Act . 

Dear S i r : 

The F e d e r a l Reserve Board has r e c e n t l y r e c e i v e d an 
i n q u i r y w i t h r e f e r e n c e t o whether i t i s necessa ry f o r a Fed-
e r a l r e s e r v e agent t o check up apparent v i o l a t i o n s of p r o v i -
s ions of t h e Clayton An t i -T rus t Act shown by r e p o r t s of 
examinat ion of n a t i o n a l "banks. For your i n f o r m a t i o n i n t h i s 
connect ion you a r e advised as f o l l o w s : 

I t i s t h e e s t a b l i s h e d p r a c t i c e of t h e Comptrol ler of 
t h e Currency t o r e p o r t t o the Fede ra l Reserve Board apparent 
v i o l a t i o n s of t h e p r o v i s i o n s of t h e Clayton Act shown by each 
r e p o r t of examination of a n a t i o n a l bank. The F e d e r a l Reserve 
Board i n each case checks the Compt ro l l e r ' s r e p o r t a g a i n s t i t s 
own r e c o r d s and i f t he person a f f e c t e d has not ob ta ined t h e 
Board ' s pe rmiss ion t o serve the banks involved the Board ad -
d r e s s e s a l e t t e r to him c a l l i n g a t t e n t i o n t o t h e apparen t 
v i o l a t i o n . A copy of the Board ' s l e t t e r i s forwarded t o the 
Fede ra l r e s e r v e agent of t h e d i s t r i c t i n which the banks i n -
volved a r e l o c a t e d . I f a r e p l y to the Board ' s l e t t e r i s not 
r e c e i v e d w i t h i n a r easonab le t ime , a second l e t t e r i s w r i t t e n 
and t h e Board fo l lows up each of t h e s e cases u n t i l i t i s 
f i n a l l y d i sposed of i n accordance w i th t h e law. Under t he se 
c i r cums tances , i t i s not necessa ry f o r a Fede ra l r e s e r v e agent 
to check up apparent v i o l a t i o n s of t h e p r o v i s i o n s of t h e 
Clayton Act shown by r e p o r t s of examination of n a t i o n a l banks, 
u n l e s s t h e F e d e r a l r e s e r v e agent i s r eques t ed t o do so by t h e 
Board i n a p a r t i c u l a r c a s e . Each Fede ra l r e s e r v e a g e n t , how-
e v e r , should check up any apparent v i o l a t i o n of t h e Clayton 
Act d i scove red through sources o the r t h a n r e p o r t s of examina-
t i o n of n a t i o n a l banks. 

The a d m i n i s t r a t i o n of t h e p r o v i s i o n s of t h e Clayton 
Act r e l a t i n g t o batiks and p r i v a t e bankers i s v e s t e d i n t h e 
Federa l Reserve Board and i t i s e s s e n t i a l t h a t t h e Board have 
complete i n f o r m a t i o n w i th r e f e r e n c e t o whether t h e s e p r o v i -
s i o n s of t h e Clayton Act a r e be ing complied w i t h . The Board 
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- 2 -

accord ing ly d e s i r e s each Federa l r e s e r v e agent to check up 
a t l e a s t once a year a l l p r i v a t e bankers and o f f i c e r s , d i -
r e c t o r s and employees of a l l "banks i n h i s d i s t r i c t s u b j e c t 
t o t h e p r o v i s i o n s of t h e Clayton Act and adv i se the Board 
as t o a l l v i o l a t i o n s of the p r o v i s i o n s of the Clayton Ac t . 
This may be done by r e q u e s t i n g advice from p r i v a t e bankers 
as to the banks they a r e s e rv ing and r e q u e s t i n g banks t o 
submit a l i s t of o f f i c e r s , d i r e c t o r s or employees s e r v i n g 
o ther banks , or by i n s p e c t i o n of pub l i shed l i s t s of d i r e c -
t o r s of banks , or by any o ther method which t h e Fede ra l 
r e s e r v e agent may deem e f f e c t i v e and a d v i s a b l e . Upon 
d i scovery of an apparent v i o l a t i o n of t h e Clayton A c t , i t 
i s a p p r o p r i a t e f o r the Federa l r e s e r v e agent t o t a k e up the 
ma t t e r w i th t h e o f f i c e r , d i r e c t o r or employee involved b e f o r e 
r e p o r t i n g the ma t t e r to the Board and endeavor t o have him 
b r i n g h i s s e r v i c e w i t h i n the p r o v i s i o n s of the Clayton A c t . 
This method of hand l ing t h e ma t t e r g r e a t l y s i m p l i f i e s t h e 
p rocedure and i s i n accordance wi th t h e Board ' s w i shes . The 
Boa rd ' s Regula t ion L, as you know, con ta in s d e t a i l e d in forma-
t i o n w i t h r e f e r e n c e t o the va r ious c i rcumstances under which, 
the p r o v i s i o n s of the Clayton Act a r e a p p l i c a b l e t o p r i v a t e 
bankers and t o o f f i c e r s , d i r e c t o r s , o r employees of banks . 

By order of t h e Federa l Reserve Board. 

Very t r u l y you r s , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO AGENTS OF ALL F. R. BASKS EXCEPT SAN FRANCISCO. 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6902 

June 2, 1931. 

Dear S i r : 

This i s t o inform you t h a t t he Fede ra l Reserve 

Board, having "been advised "by Mr. Walter L. Eddy t h a t 

"because of t h e c o n d i t i o n of h i s h e a l t h he w i l l he un -

ab l e t o resume h i s o f f i c i a l d u t i e s , has r e l u c t a n t l y 

accepted Mr. Eddy ' s r e s i g n a t i o n as S e c r e t a r y of t h e 

Fede ra l Reserve Board, e f f e c t i v e May 31, 1931, 

Very t r u l y y o u r s , 

E. M. McClelland, 
A s s i s t a n t S e c r e t a r y . 

TO ALL GOVERNORS AND FEDERAL RESERVE AGENTS. 
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COPY X-6903 

COLQUITT, PARKER, W t & A N & ARKWRIGHT 
At torneys a t Law 

S u i t e 1607 William Ol iver B l d g . , 
A t l a n t a 

May 26, 1931. 

Mr. W. S. Johns , Deputy Governor, 
Federa l Reserve Bank of A t l a n t a , 
A t l a n t a , Georgia . 

Dear Mr. Johns ; 

At your r eques t I have examined, t h e l e t t e r ' w r i t t e n 
t o you under d a t e of May 22nd by Mr. George H. Smith, Vice-
P r e s i d e n t of t h e C i t i z e n s Bank & Trus t Company of Savannaji, 
Georgia . 

In Mr. Smi th ' s l e t t e r r e f e r e n c e i s made t o a r ecen t 
d e c i s i o n of Georgia Supreme Court which involved warehouse 
r e c e i p t s showing an endorsement on the hack of a " s ta tement of 
ownership and encumbrances" r ead ing as f o l l o w s : 

"The unders igned hereby c e r t i f i e s on t h e d a t e 
s t a t e d t h a t he i s t h e owner or author ized, agent 
of t h e owner of the c o t t o n covered by t h i s r e c e i p t 
and t h a t , o the r than t h e warehouseman's l i e n 
evidenced on the f a c e of t h i s r e c e i p t and t h e 
f o l l o w i n g , t h e r e a r e no l i e n s , mortgages, or o the r 
encumbrances on s a i d c o t t o n . " 

The case t o which Mr. Smith r e f e r r e d i s Orvis Bro the r s 
& Company, e t a l v . Mobley. Super in tendent of Banks. decided i n 
January of t h i s year (a r e - h e a r i n g denied February 14, 1931) 
and r e p o r t e d i n 171 Ga. 906. 

The f a c t s i n t h a t case were t h a t Nesb i t t -Wi l l i ams 
Cotton Company rece ived i n t r u s t c e r t a i n c o t t o n from t h e Exchange 
Bank of Corde le . The Cotton Company was an agent f o r t h e p u r -
pose of e f f e c t i n g a s a l e of t h e c o t t o n . I t depos i t ed t h e same 
i n a bonded warehouse a t Cordele and took warehouse r e c e i p t s i n 
t h e f i r m name, which r e c e i p t s showed an endorsement i d e n t i c a l 
w i th t h a t above quoted. This s t o r a g e of t h e c o t t o n was wi thout 
the knowledge or consent of t h e Exchange Bank and was a l l e g e d 
t o be a " w i l f u l and d e l i b e r a t e b reach of t r u s t and convers ion 
of the cot ton . 1 1 

Nesb i t t -Wi l l i ams Company were d e a l i n g on t h e exchange 
through c e r t a i n b roke r s and when c a l l e d upon f o r margins d e l i v e r e d 
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Mr, W. S, Johns - #2* 5-26-31i 

t h e warehouse r e c e i p t s . The Exchange Bank suspended and 
t h e Super in tendent of Banks "brought s u i t f o r the v a l u e of the 
c o t t o n . 

In ho ld ing t h a t t h e p e t i t i o n or d e c l a r a t i o n s e t out 
a cause of a c t i o n as a g a i n s t a gene ra l demurrer t h e cour t s a i d : 

"We a r e of the opinion t h a t t h e cour t below did 
not e r r i n o v e r r u l i n g t h e demurrers to t h e p e t i t i o n . 
We a r e aware of the r u l e which makes a bonded ware-
house r e c e i p t a n e g o t i a b l e i n s t r u m e n t . Maryland 
Casua l ty Co. v . Washington Loan & Banking Co. , 167 
fla. 354 (145 S. E. 761); Maryland Casual ty Co. v . 
Johnson Co. . 167 Ga. (145 S. E . 766) . And a l s o 
t h e r u l e t h a t a bona f i d e purchase r of a n e g o t i a b l e 
paper not d i shonored , or of money, or bank b i l l s , 
or o the r recognized cur rency , w i l l be p r o t e c t e d , 
t h o u g h the s e l l e r had no t i t l e . C i v i l Code (1910) 
Sec. 4118; F i r s t Nat ional Bank of Spa r t a v . C i ty 
of S p a r t a , 154 Ga. 25 (114 S. E. 221) . I t w i l l be 
observed from read ing t h e s ta tement of ownership 
and encumbrances of Nesb i t t -Wi l l i ams Cotton Com-
pany, a t t a c h e d t o t h e r e c e i p t of t h e Cordele 
Compress Bonded Warehouse of Cordele , Georgia , 
t h a t Nesb i t t -Wi l l i ams Cotton Company c e r t i f i e s 
t h a t i t ' i s t h e owner or au tho r i zed agent of t h e 
owner of t h e c o t t o n covered by t h i s r e c e i p t , and 
t h a t , o the r than the warehouseman's l i e n evidenced 
on the f a c e of t h i s r e c e i p t and the f o l l o w i n g , 
t h e r e a r e no l i e n s , mortgages, or o the r encumbrances 
on s a i d c o t t o n . 1 This r e c e i p t was s u f f i c i e n t t o put 
the purchase r on n o t i c e t o enqui re as t o who was 
the t r u e 'owner or au tho r i zed agent of t h e owner 
of t h e co t ton covered by t h i s r e c e i p t , ' e t c . 
The p e t i t i o n a l l e g e s t h a t t he Nesb i t t -Wi l l i ams Cotton 
Company had an agreement w i t h t h e Exchange Bank of 
Corde le , t h e p l a i n t i f f , whereby the c o t t o n company, 
or f i r m , was t o hold t h e c o t t o n purchased by them, 
and p a i d f o r by the bank, i n t r u s t , u n t i l t h e 
c o t t o n was so ld and t h e proceeds pa id on t h e bank ' s 
d e b t , and t h a t t h e t i t l e t o t h e c o t t o n was t o remain 
i n the bank u n t i l t he bank was p a i d . In t h e s e 
c i rcumstances the c o t t o n f i r m , or company, never had 
t i t l e t o t h e c o t t o n , and had no a u t h o r i t y t o p l a c e 
t h e c o t t o n i n the bonded warehouse as i t s own; and 
when t h e c o t t o n b rokers accepted the r e c e i p t w i t h 
the above s t i p u l a t i o n i n i t , they were put upon 
n o t i c e t h a t t h e c o t t o n company 'was owner, or agent 
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Mr. V. S. Johns *• # 3 . £-26*41 > 

of t h e owner.1 But which? I f t h e c o t t o n 
"brokers had used o rd ina ry d i l i g e n c e t o a s c e r -
t a i n t h e t r u e owner, they would have found 
t h a t t h e t i t l e to t h e c o t t o n never was i n t h e 
c o t t o n f i r m , and t h a t i t had no r i g h t t o d e p o s i t 
t h e c o t t o n i n a bonded warehouse i n i t s own name, 
and t r a d e the r e c e i p t f o r a p r e - e x i s t i n g d e b t . 
The p l a i n t i f f s i n e r r o r never p a i d a n y t h i n g f o r 
t he c o t t o n r e c e i p t s . The r e c e i p t s were t a k e n 
f o r a p r e - e x i s t i n g debt i n c u r r e d by t h e c o t t o n 
f i r m on account of d e a l i n g i n f u t u r e or margin 
c o n t r a c t s w i t h t h e p l a i n t i f f s i n e r r o r , who were 
members of t h e New York Cot ton Exchange. The 
p l a i n t i f f s i n e r r o r p a i d no th ing i n cash f o r 
t h e r e c e i p t s , and a r e i n no worse c o n d i t i o n t h a n 
they were b e f o r e they r e c e i v e d them. The c a s e 
i s d i f f e r e n t f rom one where a deb to r pays a p r e -
e x i s t i n g debt w i t h p r o p e r t y t h a t i s h i s own. 
B e f o r e t ak ing t h e warehouse r e c e i p t , i f p l a i n -
t i f f s i n e r r o r had i n v e s t i g a t e d , a s they were 
bound t o do, they would have a s c e r t a i n e d t h e f a c t 
t h a t t h e c o t t o n f i r m d id not own t h e c o t t o n . 
The d o c t r i n e of cavea t emptor a p p l i e s t o a c a s e 
l i k e t h e p r e s e n t . The p u r c h a s e r mast 'beware 1 

of what he i s buying; he must ' l o o k o u t ' t o 
s e e whether t h e t i t l e t o t h e t h i n g he i s buying 
i s t h e s e l l e r , e s p e c i a l l y where he i s put upon 
n o t i c e t h a t t h e s e l l e r i s e i t h e r 'owner or t h e 
agent of t h e owner, 1 I f he was merely t h e 
agent of t h e owner, v h e r e was t h e ev idence of 
t h e ' agency? 1 I nqu i ry would have d i s c l o s e d , 
under t h e a l l e g a t i o n s of t h e p e t i t i o n , t h a t t h e 
c o t t o n f i r m were the agen t s ' t o s h i p and s e l l 
t he c o t t o n and app ly t h e p roceeds to t h e deb t due 
t h e b a n k , ' and not to d e p o s i t t he c o t t o n i n a 
bonded warehouse to t he i n d i v i d u a l name of t h e 
c o t t o n f i r m , and s e l l t h e r e c e i p t t o a t h i r d p e r s o n , 
and app ly the proceeds to t h e c o t t o n f i r m ' s 
i n d i v i d u a l p r e - e x i s t i n g d e b t . To al lot? t h e l a t t e r 
t o be done would work a g r e a t i n j u s t i c e and do 
v i o l e n c e to t h e l aw . See Farmers & Merchants Bank 
V. Hamil ton. SO Ga. App. 194 (117 S. E. 2 8 7 ) . " 

I unde r s t and from you t h a t t h e form of t h e "Statement 
of ownership and encumbrances" s e t out above i s a p r e s c r i b e d form 
appea r ing on many of t h e warehouse r e c e i p t s which a r e t a k e n by 
t h e F e d e r a l Reserve Bank a s c o l l a t e r a l . There i s , of c o u r s e , 
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always some r i s k a t t e n d a n t upon t h e a c q u i s i t i o n of warehouse 
r e c e i p t s i n ca se s where t h e p a r t y t r a n s f e r r i n g same has no 
r i g h t so t o do. Undoubtedly, however, t he u t i l i z a t i o n of a 
form of r e c e i p t con t a in ing a c e r t i f i c a t e or s ta tement of owner-
s h i p , e t c . made "by one d e s c r i b i n g himsel f as "owner or a u -
t h o r i z e d agen t n i n c r e a s e s such r i s k s as i n h e r e i n t r a n s a c t i o n s 
of t h i s c h a r a c t e r . 

B e l i e v i n g t h e mat te r to he of gene ra l i n t e r e s t , 
I am sending a copy of t h i s l e t t e r to Mr. flyatt, General Counsel 
of the Fede ra l Reserve, Board. 

I am r e t u r n i n g Mr. Smi th ' s l e t t e r h e r e w i t h . 

Very t r u l y you r s , 

(S) Roht . S. P a r k e r . 

BSP/w. 

Copy t o : 

Mr. Walter ffyatt, General Counsel, 
Fede ra l Reserve Board, 
Washington, D. C. 
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FERgRAL RESERVE #QARD 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6905 

June 5, 1931. 

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 3-I/856 Treasury Bonds of 
1946 - 1949. 

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 Federa l r e s e r v e 
"banks, t h e code word "HOWCEASE" has been de s igna t ed 
t o cover t h e new i s s u e of 3 - 1 / 8 $ Treasury Bonds of 
1946 - 1949. 

This code word should "be i n s e r t e d i n t h e 
Fede ra l r e s e r v e t e l e g r a p h code book, f o l l o w i n g t h e 
supplemental code word "ITOWCABAL" on page 172. 

Very t r u l y you r s , 

J . C. N o e l l , 
A s s i s t a n t S e c r e t a r y . 

TO G-OVEBNOBS OF ALL F. R. BANKS 
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STATEMENT OF BUREAU OF ENGRAVING AND PRIFTIMG 

Federa l Reserve Notes , S e r i e s 1928 

May 1 t o 29, 1931, 

" To ta l 
<»5 •}10 '•>20 ,»500 <#1000 Sheets Amount 

Boston 90,000 100,000 . 190,000 4 18,135.50 
New York 250,000 180,000 75,000 - - 505,000 48,202.25 
Ph i l ade lph ia 100,000 60,000 15,000 - - 175,000 16,703.75 
Cleveland 70,000 45,000 45,000 - - 160,000 15,272.00 
Richmond 68,000 32,000 38,000 - - 138,000 13,172.10 
At l an t a 22,000 18,000 20i000 - — 60,000 5,727.00 
Chicago 200,000 - - 3,350 1,650 205,000 19,567.25 
Minneapolis 25,000 10,000 12,000 - - 47,000 4 ,486.15 
Kansas Ci ty 40,000 - - - 40,000 3,818.00 
Dal las 30,000 20,000 12,000 — - __ 62,000 5,917.90 

895,000 465,000 217,000 3,550 1,650 1,582,000 #151,001.90 

1,582,000 s h e e t s , C ;,96.45 per M, ^151,001.90 
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IN THE COURT Of C6WON PLEAS 5 
mm# , 

PHILADELPHIA COUNTY, PENNSYLVANIA 
* 

A. B. MOBLEY, AS SUPERINTENDENT OF BANKS 
FOR THE STATE OF GEORGIA, IN POSSESSION 
OF THE ASSETS AND BUSINESS OF CITIZENS-
FLO YfiBANK & TRUST COMPANY, A CORPORATION 
OF ROME, GEORGIA; and CITIZE$TS-FLOYD BANK 
AND TRUST COMPANY, A CORPORATION OF ROME, 
GEORGIA, 

PLAINTIFFS 

VS 

FEDERAL RESERVE BANK OF PHILADELPHIA, 
A CORPORATION, 

DEFENDANT, 

NUMBER 763 

JUNE TERM, 1931 

STATEMENT OF CLAIM 

A. B. Motley, as Super in tendent of Banks f o r t h e S t a t e of 

Georgia, in pos se s s ion of t h e a s s e t s and bus ine s s of C i t i zens -F loyd 

Bank and Trus t Company, a banking co rpo ra t i on under the laws of 

Georgia, and s a i d C i t i zens -F loyd Bank and Trus t Company, b e i n g the 

p l a i n t i f f s above named, b r i n g t h i s a c t i o n a g a i n s t the Federa l Reserve 

Bank of P h i l a d e l p h i a , a co rpo ra t ion under t h e laws of the Uni ted S t a t e s , 

b e i n g t h e defendant above named, to recover damages in the sum of 

$250,000.00, which sum i s j u s t l y due and payable by Defendant upon a 

cause of a c t i o n whereof the fo l l owing i s a s ta tement : 

- 1 -

At t h e t imes and upon the occas ions h e r e i n a f t e r r e f e r r e d to 

p l a i n t i f f Bank was and now i s a banking corpora t ion e x i s t i n g and 

organized under the laws of the S t a t e of Georgia, wi th i t s p r i n c i p a l 

o f f i c e and p l a c e of b u s i n e s s in the City of Rome, in t h e S t a t e of Georgia. 
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Defendant now i s and a t a l l t imes h e r e i n a f t e r mentioned was 

a c o r p o r a t i o n e x i s t i n g and organized under and by v i r t u e of the laws of 

t h e Uni ted S t a t e s , more p a r t i c u l a r l y under the terms and p r o v i s i o n s of 

t h e Act of Congress, approved December 23rd, 1913, and as h e r e a f t e r 

amended, to which Act and Amendment t h e r e t o r e f e r e n c e i s hereby duly made, 

s a i d Act of Congress be ing g e n e r a l l y known as the Federa l Reserve Act , 

and s a i d Defendant has and has had i t s p r i n c i p a l o f f i c e and ch i e f p l a c e 

of b u s i n e s s in t h e City of P h i l a d e l p h i a , in t h e S t a t e of Pennsy lvan ia , 

and i s s u b j e c t to the j u r i s d i c t i o n of t h i s Honorable Court . 

- 3 -
I 

On and p r i o r to November 13th , 1930, A. B. Mobley was and 

he now i s the Super in tendent of Banks f o r the S t a t e of Georgia , and 

as such i s t h e ch ie f o f f i c e r of the Department of Banking, c r e a t e d 

under and by v i r t u e of the terms of an Act of the L e g i s l a t u r e approved 

August 16 th , 1919; amended by an Act approved August 2 1 s t , 1922, and 

aga in amended by an Act approved August 26 th , 1925. The Act i s 

voluminous, b u t r e f e r e n c e i s hereby duly made t h e r e t o , as may be m a t e r i a l , 

neces sa ry or p r o p e r . I t i s c o d i f i e d i n s e c t i o n s 2262(a) to 2282(a) , 

i n c l u s i v e , in Volume 8, 1922 Supplement, and Volume 12, 1926 Sup-

plement , of P a r k ' s Annotated Code of Georgia. 

The most p e r t i n e n t p a r t s thereof a r e s e t f o r t h and made a 

p a r t h e r e o f , a s Exh ib i t A h e r e t o . 

- 4 -

On or about November 13 th , 1930, such Super in tendent of Banks, 

s a i d A. B. Mobley, took pos se s s ion of t h e a s s e t s of s a id p l a i n t i f f Bank, 
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and s ince s a i d da te has , as such o f f i c i a l , l i q u i d a t e d a l l of i t s 

a s s i g n a b l e a s s e t s , not i nc lud ing in s a i d l i q u i d a t i o n , however, t h i s 

cause of a c t i o n . 

— 5 — 

P l a i n t i f f Bank under i t s c h a r t e r conducted a commercial 

banking b u s i n e s s a t Home, Georgia, con t inuous ly from January , 1924, 

u n t i l November 13 th , 1930. 

— 0 

During the month of June, 1930, Harper Manufac tur ing 

Company, Consol ida ted Grocery Company, P u r i t y Ice Cream Conn any, Inc . 

and J . P . Beid, a l l of Rome, Georgia, were, wi th many o t h e r s , depos i t o r s 

i n and each had a checking account wi th p l a i n t i f f Bank, and r e s p e c t -

i v e l y were e n t i t l e d to draw and i s s u e checks a g a i n s t t h e i r r e s p e c t i v e 

d e p o s i t s f o r t h e payment of money on p r e s e n t a t i o n and demand. 

- 7 -

On or about June 4 t h , 1930, s a i d Harper Manufactur ing 

Company, having then and t h e r e a checking account as a f o r e s a i d , wi th 

s u f f i c i e n t b a l a n c e to i t s c r e d i t , drew a g a i n s t s a i d account i t s 

check number 2641, da ted June 4 t h , 1930, in the sum of $15.40, pay-

a b l e to the o rde r of J . E. Hhoads and Sons, and i s sued and d e l i v e r e d 

s a i d check to s a i d payee, then and now a r e s i d e n t of P h i l a d e l p h i a , 

Pennsy lvan ia , w i t h the purpose and i n t e n t i o n t h a t s a i d check be 

p r e s e n t e d by s a i d payee in r e g u l a r course to P l a i n t i f f Bank, a s the 

drawee t h e r e i n , f o r payment. 

— 0 — 

Said check *was depos i t ed by the s a i d payee wi th the Centra l 
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Hat iohal Bank of P h i l a d e l p h i a oh or about June 7 t h , 1930, and was 

"by s a i d bank in t u rn endorsed and t r a n s m i t t e d to t h e Defendant f o r 

c o l l e c t i o n . Whereupon the Defendant , without cause and c o n t r a r y 

to the t r u t h , a t t a c h e d a s l i p of paper to t h e f a c e of s a i d check 

b e a r i n g the words "Bank Reported Closed" and r e t u r n e d s a i d check as a 

w o r t h l e s s and u n c o l l e c t i b l e i tem to the s a i d Central n a t i o n a l Bank. 

A t r u e and c o r r e c t copy of s a i d check, i n c l u d i n g a l l endorsements on 

the back t h e r e o f , i s hereunto annexed, made a p a r t hereof and marked 

"Exh ib i t 1" . The s l i p of paper a t t a c h e d to s a i d check, above r e f e r r e d 

t o , was in form the same as "Exh ib i t 3" h e r e i n a f t e r r e f e r r e d t o , save 

and except t h e d a t e and amount. 

- 9 -

By s a i d quoted words so a t t a c h e d to s a i d check Defendant 

meant by the word "Bank" the sa id C i t i zens -F loyd Bank and Trus t 

Company. By the word "Closed" Defendant meant and in e f f e c t s a i d 

t h a t s a i d P l a i n t i f f Bank was not open f o r b u s i n e s s and was no longer 

engaged in b u s i n e s s bu t had c losed i t s doors , f a i l e d f i n a n c i a l l y 

and had ceased to f u n c t i o n as a bank and t h a t s a i d check was, t h e r e -

f o r e , w o r t h l e s s and could not be p a i d on p r e s e n t a t i o n and demand. 

- 1 0 -

Said check wi th the s a i d words so a t t a c h e d , as a f o r e s a i d , 

in due course of b u s i n e s s was r e t u r n e d a s wor th le s s and u n c o l l e c t i b l e 

by sa id Defendant to i t s s a i d correspondent bank, and in due course 

and in accordance wi th t h e i n t e n t , purpose and o b j e c t of t h e Defendant 

was by i t s s a i d correspondent r e t u r n e d to s a i d Bhoads and Sons, and 

in due course and in accordance wi th t h e i n t e n t , purpose and o b j e c t 
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of s a i d Defendant , was by s a i d |hoadB and dons r e t u r n e d to s a i d Harper 

Manufactur ing Company, the maker t h e r e o f , a s a wor th le s s check, and 

was r e c e i v e d (so dishonored) by the o f f i c e r s and employees t h e r e o f . 

And moreover, i n accordance w i th the i n t e n t , purpose and o b j e c t of the 

s a i d Defendant , t h e sa id f a l s e in format ion and s ta tement so stamped on 

and a t t a c h e d to s a id check was by t h e o f f i c e r s and employees of s a i d 

Harper Manufactur ing Company given and pub l i shed to o the r pe r sons who 

were then and t h e r e d e p o s i t o r s and customers of s a i d P l a i n t i f f Bank. 
1 

- 1 0 - A -

By r e f e r e n c e to the endorsements on the s a i d check of 

Harper Manufactur ing Company, i t appears t h a t s a i d check was r edepos i t ed 

by the s a i d payee on or about June 24th , 1930, and on o r about s a i d 

da te aga in came in to the hands of t h e Defendant from the s a i d Cent ra l 

Na t iona l Bank of P h i l a d e l p h i a and was again r e t u r n e d by the Defendant 

as a wor th l e s s and u n c o l l e c t i b l e i tem, wi th t h e n o t a t i o n , in sub-

s tance and e f f e c t , t h a t t he P l a i n t i f f Bank, the drawee in s a i d check, 

was r e p o r t e d c losed and aga in the s a i d l i b e l o u s s ta tement was p u b l i s h -

ed through v a r i o u s channels h e r e i n b e f o r e o u t l i n e d . F u r t h e r r e f e r e n c e 

to the sa id check shows t h a t i t was f i n a l l y handled through banking 

channe l s , o t h e r than the Defendant , was p r e s e n t e d to t h e P l a i n t i f f Bank 

f o r payment and was p a i d on or about August 20 th , 1930. 

- 1 1 -

On or about June 9 t h , 1930, Consol idated Grocery Company of 

Rome, having then and t h e r e a checking account , a s a f o r e s a i d , wi th 

s u f f i c i e n t ba l ance to i t s c r e d i t , drew a g a i n s t s a i d account i t s check 

number 891, da ted June 9 t h , 1930, in the sum of $67*83, payab le to the 
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o rde r of Campbell Soup Company 0 damden, Mew J e r s e y , and i s sued and 

d e l i v e r e d s a i d check to s a id payee wi th t h e purpose and i n t e n t i o n 

t h a t s a i d check be p r e s e n t e d by s a i d payee in r e g u l a r course to P l a i n -

t i f f Bank, as the drawee t h e r e i n , f o r payment. 

— 1 2 — 

Said check was depos i t ed by sa id payee with the F i r s t 

Camden Ra t iona l Bank and Trus t Company, of Camden, Hew J e r s e y , on o r 

about June 11 th , 1930, and was by s a i d Bank in t u r n endorsed and t r a n s -

m i t t e d to the Defendant f o r c o l l e c t i o n . Defendant , wi thout cause and 

c o n t r a r y to t h e t r u t h , a t t a c h e d a s l i p of paper to the f a c e of s a i d 

check b e a r i n g t h e words "Bank Reported Closed", and r e t u r n e d s a i d 

check a s a w o r t h l e s s and u n c o l l e c t i b l e item to the s a i d F i r s t Camden 

Nat iona l Bank and Trust Company. A t r u e and c o r r e c t p h o t o s t a t i c 

copy of s a i d check, i nc lud ing a l l endorsements on the bank t h e r e o f , i s 

hereunto annexed and made a p a r t hereof and marked "Exh ib i t 2" . A 

t r u e and c o r r e c t copy of s a i d s l i p of paper which was a t t a c h e d to the 

f a c e of s a i d check and b e a r i n g the words "Bank Reported Closed" i s , 

a l s o , hereunto annexed and made a p a r t hereof and marked "Exh ib i t 3" . 

— 13 — 

By s a i d quoted words so a t t a c h e d to s a i d check Defendant 

meant by the word "Bank" s a i d Ci t i zens -F loyd Bank and T rus t Company. 

By the word "Closed" Defendant meant and in e f f e c t s a i d t h a t s a i d 

P l a i n t i f f Bank was not open and was no longer engaged in b u s i n e s s , 

b u t had c losed i t s doors , f a i l e d f i n a n c i a l l y and had ceased to f u n c t i o n 

a s a bank, and t h a t s a i d check was, t h e r e f o r e , wor th l e s s and could not 

be pa id on p r e s e n t a t i o n and demand. 

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



X-6907 
7 t h page ; 0 8 Q 

- 14 w 

Said check, w i th t h e s a i d words so a t t a c h e d a s a f o r e s a i d , 

in due course of "business was r e t u r n e d as wor th le s s and u n c o l l e c t i b l e 

by the Defendant to i t s s a i d cor respondent , and in due course and in 

accordance w i th t h e i n t e n t , purpose and o b j e c t pf t h e Defendant was 

by i t s s a i d correspondent r e t u r n e d to s a i d Campbell Soup Company, and 

in due course and in accordance wi th t h e i n t e n t , purpose and o b j e c t 

of the defendant was by s a i d Campbell Soup Company r e t u r n e d to s a i d 

Consol idated Grocery Company, the maker t h e r e o f , a s a w o r t h l e s s check 

and was r e c e i v e d (so dishonored) by the o f f i c e r s and employees t h e r e o f . 

And moreover in accordance with the i n t e n t , purpose and o b j e c t of 

t h e s a i d Defendant , t he s a i d f a l s e in fo rmat ion and s ta tement so stamped 

on or a t t a c h e d to s a i d check was by the o f f i c e r s and employees of 

s a i d Consol ida ted Grocery Company given and pub l i shed to o t h e r persons 

who then and t h e r e were d e p o s i t o r s and customers of the P l a i n t i f f Bank. 

- 15 -

By r e f e r e n c e to t h e endorsements on the back of s a i d check 

i t w i l l appear t h a t same was r e d e p o s i t e d by the payee the reof and 

reendorsed to t h e defendant on or about June 27th , 1930, when the 

s a i d check was aga in r e t u r n e d a s wor th le s s and u n c o l l e c t i b l e . By 

f u r t h e r r e f e r e n c e to the s a i d endorsements i t w i l l appear t h a t t h e r e -

a f t e r and through o t h e r banking channels s a i d check was duly p r e s e n t e d 

to P l a i n t i f f Bank and p a i d on or about J u l y 3rd, 1930. 

- 1 6 -

On or about June 14th , 1930, P u r i t y Ice Cream Company, 

I n c . , having then and t h e r e a checking account as a f o r e s a i d , wi th 
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s u f f i c i e n t ba l ance to i t s credit;» drew a g a i n s t s a i d account i t s check 

number 7582, da ted June 14 th , 1930, in the sum of $119.42, payable 

to the order of R e f r i g e r a t i o n Discount Corp. , of D e t r o i t , Michigan, 

and i s sued and d e l i v e r e d s a i d check to s a i d payee wi th t h e purpose 

and i n t e n t i o n t h a t s a i d check be p r e s e n t e d by s a i d payee i n r e g u l a r 

course to P l a i n t i f f Bank, as the drawee, f o r payment. 

- 17 -

Said check was depos i t ed by sa id payee w i th t h e P e o p l e s -

Wayne County Sank of D e t r o i t , Michigan, by whom the check was forwarded 

through r e g u l a r banking channels to t h e F i r s t Ra t iona l Bank, P h i l a d e l -

p h i a , Pennsy lvan ia , which l a s t named bank endorsed and t r a n s m i t t e d 

s a i d check to t h e Defendant f o r c o l l e c t i o n , on or about June 20th , 

1930. Defendant , wi thout cause and c o n t r a r y to t h e t r u t h , a t t a c h e d 

a s l i p of paper to the f a c e of s a i d check, b e a r i n g the words "Bank 

Reported Closed" and t h e r e was stamped wi th a rubber stamp on the 

back of t h e s a i d check the same words, And r e t u r n e d s a i d check as a 

wor th l e s s and u n c o l l e c t i b l e item to the s a i d F i r s t Na t iona l Bank of 

P h i l a d e l p h i a . A t r u e and c o r r e c t p h o t o s t a t i c copy of s a i d check, 

i n c l u d i n g a l l endorsements on the back t h e r e o f , i s hereunto annexed, 

made a p a r t h e r e o f , and marked "Exh ib i t 4" . The s l i p of paper a t t a c h -

ed to the f a c e of s a i d check i s of t h e same form, tenor and e f f e c t 

as shown in " E x h i b i t 3" , excep t ing only the da t e , number and amount. 

— 1 8 — ' 

By s a i d quoted words so a t t a c h e d to sa id check Defendant 

meant by the word "Bank!' s a i d Ci t i zens -F loyd Bank and Trus t Company. 

By the word " Closed" Defendant meant and in e f f e c t s a i d t h a t s a i d 
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P l a i h t i f f Sank Was not open and WsLa no longer engaged in b u s i n e s s , 

b u t had c lo sed i t s doors , f a i l e d f i n a n c i a l l y and had ceased to f u n c t i o n 

a s a hank and t h a t s a i d check was, t h e r e f o r e , wor th l e s s and could no t 

be p a i d on p r e s e n t a t i o n and demand. 

- 19 -

Said check wi th the words so a t t a c h e d , as well a s stanroed 

on the back t h e r e o f , a s a f o r e s a i d , in due course of b u s i n e s s was 

r e t u r n e d a s w o r t h l e s s and u n c o l l e c t i b l e by the Defendant to i t s s a i d 

correspondent bank and in due course and in accordance wi th the 

i n t e n t , purpose and o b j e c t of the Defendant was by i t s s a i d correspond-

ent r e t u r n e d , through the banking channels i n d i c a t e d by the endorsements 

on the s a i d check, to the s a i d R e f r i g e r a t i o n Discount Corp. , and i n 

due course and in accordance w i th the i n t e n t , purpose and o b j e c t of 

s a i d Defendant was by the sa id R e f r i g e r a t i o n Discount Corp. , r e t u r n e d 

to s a id P u r i t y I c e Cream Company, the maker t h e r e o f , a s a wor th l e s s 

check and was r e c e i v e d (so dishonored) by the o f f i c e r s and employees 

t h e r e o f . And moreover in accordance with the i n t e n t , purpose and o b j e c t 

of the defendant the sa id f a l s e in format ion and s ta tement so stamped 

on and a t t a c h e d to s a i d check was by the o f f i c e r s and employees of the 

s a i d P u r i t y I c e Cream Company, I n c . , given and p u b l i s h e d to o t h e r pe rsons 

who then and t h e r e were d e p o s i t o r s and customers of P l a i n t i f f Bank. 

- 2 0 -

By r e f e r e n c e to t h e endorsements on the back of s a i d check 

i t w i l l appear t h a t same was t h e r e a f t e r p r e s e n t e d to P l a i n t i f f Bank 

f o r payment through o t h e r channels and was p a i d on J u l y 3 rd , 1930. 
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— 21 — 

On or about June 23rd, 1930, J . P . Held, of Borne, Georgia, 

having then and t h e r e a checking account a s a f o r e s a i d , wi th s u f f i c i e n t 

ba lance to i t s c r e d i t , drew a g a i n s t s a i d account h i s check number 415 

da ted June 23rd, 1930, in the sum of $25.48, payable to t h e o rde r of 

Frank H. F l e e r Corpn. of P h i l a d e l p h i a , Pennsylvania , and i s s u e d and 

d e l i v e r e d s a i d check to s a i d payee wi th the "ourpose and i n t e n t i o n 

t h a t s a i d check be p r e s e n t e d by sa id payee in r e g u l a r course to 

P l a i n t i f f Bank, as the drawee t h e r e i n , f o r payment. 

— 2 2 — 

Said check was depos i t ed by sa id payee with t h e Nor th-

western Nat iona l Sank of P h i l a d e l p h i a , on or about June 27 th , 1930, 

and was by s a i d bank in t u r n endorsed and t r a n s m i t t e d on s a i d d a t e 

to t h e Defendant f o r c o l l e c t i o n . Defendant , wi thout cause and c o n t r a r y 

to the t r u t h , a t t a c h e d a s l i p of paper to the f a c e of s a i d check, b e a r -

ing the words "Bank Reported Closed" and r e t u r n e d s a i d check a s a 

w o r t h l e s s and u n c o l l e c t i b l e item to the s a i d Northwestern Nat iona l 

Bank. A t r u e and c o r r e c t p h o t o s t a t i c copy of s a i d check, i n c l u d i n g 

a l l endorsements on the back thereof i s h e r e t o annexed, made a p a r t 

hereof and marked "Exh ib i t 5" . The s l i p of paper t h e r e t o a t t a c h e d 

by the Defendant i s of the same form, tenor and e f f e c t , a s shown in 

"Exh ib i t 3" , excep t ing the number, d a t e and amount. 

- 23 -

By s a i d quoted words so a t t a c h e d to s a i d check, Defendant 

meant by t h e word "Bank" s a i d C i t i zens -F loyd Bank and T r u s t Company. 

By the word "Closed" Defendant meant and in e f f e c t s a id t h a t s a i d 
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P l a i n t i f f . Bank was not open and Wad no longer engaged, in b u s i n e s s , bu t 

had c lo sed i t s doors , f a i l e d f i n a n c i a l l y and had ceased to f u n c t i o n as 

a bank and t h a t s a i d check was, t h e r e f o r e , wor th l e s s and could not be 

p a i d on p r e s e n t a t i o n and demand, 

— 24 — 

Said check wi th t h e words so a t t a c h e d a s a f o r e s a i d , in 

due course of b u s i n e s s was r e t u r n e d as wor th l e s s and u n c o l l e c t i b l e 

by the defendant to i t s s a i d correspondent bank and in due course and 

in accordance w i t h the i n t e n t , -purpose and o b j e c t of s a i d Defendant 

was by i t s s a i d correspondent r e t u r n e d to s a i d Frank H. F l e e r Corpn., 

and in due course and in accordance wi th t h e i n t e n t , purpose and 

o b j e c t of t h e Defendant was by sa id Frank H. F l ee r Corpn, r e t u r n e d 

to s a id J . P . Beid , t he maker t h e r e o f , a s a wor th le s s check and was 

r e c e i v e d (so dishonored) by the sa id maker and h i s employees, And 

moreover in accordance wi th t h e i n t e n t , purpose and o b j e c t of t h e s a i d 

Defendant , t h e s a i d f a l s e in format ion and s ta tement so stamped on and 

a t t a c h e d to s a i d check was by the s a i d maker and his- employees given 

and p u b l i s h e d to o the r p e r s o n s , who were then and t h e r e d e p o s i t o r s 

and customers of the P l a i n t i f f Bank. 

— 25 -

By r e f e r e n c e to the endorsements appear ing on s a i d check, 

i t w i l l appear t h a t t h e r e a f t e r same was p r e s e n t e d through o t h e r 

channels to P l a i n t i f f Bank and was on J u l y 10 th , 1930, duly p a i d , 

— 2 6 — 

By the s a i d words "Bank Reported Closed" so stamped and /o r 

a t t a c h e d , a s a f o r e s a i d , to each and a l l of the above d e s c r i b e d f o u r (4) 
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checks drawn by the s a id var ious d t e o d i t o r s on P l a i n t i f f Bank, 

Defendant meant end intended to convey, and by a l l persons Defendant 

was unders tood to mean and to s t a t e the P l a i n t i f f Bank was not 

f u n c t i o n i n g but had f a i l e d f i n a n c i a l l y , and was not open f o r banking 

b u s i n e s s , t h a t i t was not f i n a n c i a l l y capable of honoring sa id checks 

or e i t h e r of them or any check drawn on i t were same to be duly p r e -

sented f o r payment, and f u r t h e r t h a t P l a i n t i f f Bank was i n an unsound 

and inso lven t cond i t i on f i n a n c i a l l y and sa id meaning and each and a l l 

of them was the one had and understood from sa id pub l i shed words by 

a l l persons in to whose hands each of the s a id four dishonored checks 

came or passed . 

- 27 -

In t r u t h and in f a c t P l a i n t i f f Bank on the da te s of each 

of sa id four checks and p r i o r the re to and subsequent t h e r e t o was 

open f o r b u s i n e s s , was performing i t s f u n c t i o n s as a bank, was 

so lvent and would have honored each and a l l of sa id four checks on 

p r e s e n t a t i o n and was in a sound f i n a n c i a l condi t ion and, as s t a t e d , 

each and a l l of sa id checks were honored and pa id when f i n a l l y p r e -

sented to p l a i n t i f f Bank f o r payment. 

— 2 8 — 

The a f o r e s a i d l i b e l s c o n s i s t i n g of the words "Bank Reported 

Closed", a t t a c h e d to or stamped on each of the a f o r e s a i d f o u r checks 

and the p u b l i s h i n g of the s a i d severa l l i b e l s by the r e t u r n i n g of 

each of the s a i d checks, as a f o r e s a i d , through banking channels , were 

each and a l l done and publ i shed by sa id defendant w i l f u l l y , ma l ic ious ly 

and without due care in the premises and in a r e c k l e s s d i s r e g a r d f o r 

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



X-6907 
13 th page , 

6 8 6 
t he t r u t h and wi th r e c k l e s s d i s r e g a r d f o r the business* c h a r a c t e r 

and r e p u t a t i o n and c r e d i t of p l a i n t i f f Bank. 

— 29 — 

Each and a l l of the a f o r e s a i d pub l i shed l i b e l s r e l a t e d 

to t h e b u s i n e s s of p l a i n t i f f Bank as a bank, and n e g a t i v i n g as they 

d i d i t s c h a r a c t e r and r e p u t a t i o n a s an a c t i v e and so lven t commercial 

bank, had t h e e f f e c t of d e s t r o y i n g the conf idence of the -public in 

p l a i n t i f f Bank, and drove away i t s customers , and des t royed i t s c r e d i t 

w i th o t h e r banks and b u s i n e s s i n s t i t u t i o n s , and made i t d i f f i c u l t to 

o b t a i n c r e d i t . 

The c a p i t a l s t ock of p l a i n t i f f i s $100,000.00. Home 

has about 13,000 i n h a b i t a n t s , and t h e r e a r e two o the r banks i n s a i d 

Ci ty . Being an a g r i c u l t u r a l t e r r i t o r y bank d e p o s i t s u s u a l l y showed 

an i n c r e a s e in t h e F a l l when crops a r e h a r v e s t e d and deb t s p a i d . 

From i t s o r g a n i z a t i o n u n t i l June, 1930, p l a i n t i f f Bank 

had t h e conf idence of t h e p u b l i c , d id a p r o f i t a b l e b u s i n e s s , and earned 

and p a i d i t s s tockho lde r s r e g u l a r d iv idends of 7$ p e r annum, pay ing 

f o r 1929 an 8% d iv idend . 

On or about June 1 s t , 1930, p l a i n t i f f Bank was in a 

normal and sound f i n a n c i a l cond i t ion f o r t h a t Season, and had no 

reason to a n t i c i p a t e any f i n a n c i a l d i f f i c u l t i e s . In f a c t p l a i n t i f f 

Bank had, as of May 1 s t , 1930, withdrawn from what i s known a s the 

Par L i s t , promulgated by the Federal Reserve System, which inc ludes 

t h e de fendan t , whereby p l a i n t i f f Bank reasonab ly expected to i n c r e a s e 

i t s ea rn ings by t h e r e a f t e r c o l l e c t i n g exchange charges which i t had 

not enjoyed when i t s name appeared on sa id Par L i s t . The e f f e c t of 
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e n t e r i n g a t a n k ' s name on s a i d Pair L i s t was to agree to r emi t to any 

and a l l "banks, i nc lud ing Federa l Reserve Banks, and the Defendant , 

the f u l l f a c e amount of any and a l l Checks drawn on such bank, w i th -

out any charge or deduct ion (known as exchange) f o r the s e r v i c e i n -

volved i n such r e m i t t a n c e . 

On or about June 1 s t , 1930, p l a i n t i f f Bank had a s u r p l u s 

and undiv ided p r o f i t s of approximately $26j800.00; genera l d e p o s i t s 

of approximate ly $290,000.00; and savings d e p o s i t s of approximate ly 

$105,000.00. 

By v i r t u e of t h e s eve ra l l i b e l s h e r e i n complained o f , 

f o l l o w i n g each o t h e r s u c c e s s i v e l y and p e r s i s t e n t l y , and widely pub-

l i s h e d i n Rome, t h e conf idence of the pub l i c i n s a i d community i n 

p l a i n t i f f Bank and i t s solvency was so s eve re ly shaken, i f n o t 

a c t u a l l y des t royed , a s t h a t a Slow and q u i e t "run" Was caused to begin 

on p l a i n t i f f Bank; t h a t i s to say , many of i t s d e p o s i t o r s , h e a r i n g 

of s a i d chdcks be ing dishonored and r e t u r n e d by the Defendant , wi th 

the s ta tement t h a t p l a i n t i f f Bank was r e p o r t e d c losed , became uneasy 

and acco rd ing ly began to withdraw t h e i r d e p o s i t s in whole or sub-

s t a n t i a l p a r t . 

T h e r e f o r e , beg inn ing i n June 1930, on t h e p u b l i c a t i o n 

by the defendant of the a f o r e s a i d f a l s e and l i b e l o u s r e p o r t s , t he 

d e p o s i t s in p l a i n t i f f Bank began to s t e a d i l y sh r ink , u n t i l on or 

November 13, 1930, the genera l depos i t s had been reduced to approx-

imate ly $175,000.00, or approximately a r e d u c t i o n of 40$ s ince June 

1 s t , 1930; and t h e savings d e p o s i t s had been reduced to approximate ly 

$84,000.00, or approximately a r educ t i on of 20$ s i n c c June 1 s t , 1930. 
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Such s u b s t a n t i a l shr inkages in depos i t s over sa id shor t 

p e r i o d of t ime, and when normally an inc rease of depos i t s would he 

expected, c o n s t i t u t e d a heavy d ra in upon the resources of P l a i n t i f f 

Bank. I t was f o r c e d to c u r t a i l i t s l oans , and i t s c r e d i t "being i n -

j u r i o u s l y a f f e c t e d by the s a id l i b e l s , i t was i n e v i t a b l y f o r c e d 

i n to l i q u i d a t i o n to avoid a ru inous s a c r i f i c e of i t s p r o p e r t y and 

a s s e t s . 

Whereupon the s a id Superintendent of Banks took possess ion 

of p l a i n t i f f Bank, a s h e r e i n b e f o r e s t a t e d , f o r the purpose of i t s 

l i q u i d a t i o n . Such enforced l i q u i d a t i o n n e c e s s a r i l y brought about a 

shr inkage or l o s s in value of i t s a s s e t s , so much so t h a t under the 

p r o v i s i o n s of the sa id Banking Act of Georgia, the sa id Superintendent 

of Banks l e v i e d an assessment of 100$ on the s tockholders of p l a i n t i f f 

Bank f o r the purpose of paying i t s d e p o s i t o r s . 

By v i r t u e of the f a c t s he re in o u t l i n e d , i t i s charged 

t h e r e f o r e t h a t t h e c l o s i n g and f a i l u r e of p l a i n t i f f Baf lk , was the 

n a t u r a l , d i r e c t and proximate r e s u l t of the a f o r e s a i d f a l s e and 

l i b e l o u s p u b l i c a t i o n s of t he Defendant of and touching the bus ines s 

c h a r a c t e r , r e p u t a t i o n and c r e d i t of p l a i n t i f f Bank. 

Such f a i l u r e of p l a i n t i f f Bank, and the consequent en-

fo rced l i q u i d a t i o n of i t s a s s e t s immediately and d i r e c t l y e n t a i l e d 

the l o s s of i t s c a p i t a l of $100,000, i t s surp lus and undivided 

p r o f i t s of approximately $25,000.00, and a shr inkage, and l o s s i n 

the value of i t s a s s e t s of approximately $100,000.00, be s ide s l o s s of 

p r o f i t s . 
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P l a i n t i f f Bank wag a comb&ratively small S t a t e bank 

l o c a t e d in a small Ci ty , d i s t a n t some 800 mi l e s from P h i l a d e l p h i a . 

On the o t h e r hand, defendant i s a powerful u n i t in the g r e a t 

Federa l Reserve System, wi th t h e hacking of a l l t he tremendous 

f i n a n c i a l r e s o u r c e s , power and p r e s t i g e of t h a t system. Defendant 

en joys the s e r v i c e s of the b e s t banking t a l e n t t h a t money can p r o -

v ide , and has a t a l l t imes a v a i l a b l e to i t , f u l l , complete, and 

a c c u r a t e in fo rmat ion as to the s t a t u s and cond i t ion of every bank 

in the Uni ted S t a t e s , b o t h S t a t e and N a t i o n a l . 

The Defendant as a u n i t in the Federa l "Reserve System, de-

s i r e s and unde r t akes to handle a very l a r g e volume of the b u s i n e s s 

of c l e a r i n g and c o l l e c t i n g bank checks, and has or should have 

adequate and p rope r f a c i l i t i e s f o r such work. 

The Defendant wel l knows t h a t the bus ine s s of banking de-

pends f o r i t s s u c c e s s f u l ope ra t i on on the p u b l i c conf idence , w i th -

out which no bank can con t inue in e x i s t e n c e however sound and hones t 

may be i t s management. 

The Defendant wel l knows how e a s i l y , and by what t r i v i a l 

c i rcumstances , such p u b l i c conf idence can be des t royed , and p a r t i c u -

l a r l y the Defendant knew t h e t roub led and u n s t a b l e s t a t e of the pub-

l i c conf idence in banks g e n e r a l l y in t h e Summer of 1930. 

The Defendant i s or may be in cons tan t and almost i n s t a n t -

aneous communication wi th a l l of i t s s i s t e r Reserve Banks, i n c l u d i n g 

t h e Federa l Reserve Bank of A t l a n t a , l o c a t e d about seventy mi l e s from 

Rome, Georgia. 

However, t he Defendant , wi th a l l i t s r e s o u r c e s , b o t h 
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p h y s i c a l and f i n a n c i a l , i t s s5urCi|ti of i n fo rma t ion , and i t s f a c i l i t i e s 

f o r hand l ing i t s bus ines s p r o p e r l y and with due r ega rd f o r t h e r i g h t s 

of o t h e r s , however small and i n s i g n i f i c a n t they may be , secured 

f a l s e in fo rma t ion a s to the f i n a n c i a l and bus ine s s s t a t u s of P l a i n t i f f , 

and wi thout t a k i n g t h e simple and easy s t e p s necessa ry to v e r i f y or 

c o r r e c t such f a l s e in fo rma t ion , r e p e a t e d l y and p e r s i s t e n t l y spread 

through v a r i o u s and widely s c a t t e r e d banking and b u s i n e s s channels 

the f a l s e and f a t a l r e p o r t t h a t P l a i n t i f f Bank was "Closed" . 

Such conduct , i t i s charged, amounts to such a r e c k l e s s 

and n e g l i g e n t d i s r e g a r d f o r t h e f a c t s , and the r i g h t s of o t h e r s as 

to be s u f f i c i e n t to imply a c t u a l mal ice and a r e such a g g r a v a t i n g 

c i rcumstances a s to j u s t i f y the impos i t ion and recovery of p u n i t i v e 

damages i n such stun as may be awarded by t h e j u r y . 

For the recovery of the damages h e r e i n b e f o r e s e t f o r t h 

due to the l i b e l s and l i b e l o u s a c t s of Defendant h e r e i n b e f o r e named, 

p l a i n t i f f Bank b r i n g s t h i s a c t i o n to recover the sum of $250,000.00. 

Hence t h i s s u i t . 

(Sgd) Paul Freeman 

Alexander W. Smith, J r . 

At to rneys f o r P l a i n t i f f 
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FEDERAL RESERVE BOARD t t 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6908 

June 10, 1931. 

SUBJECT-: Federa l Reserve Ac t . 

Dear S i r : . 

The Board expects t o have a v a i l a b l e f o r 

d i s t r i b u t i o n about J u l y 1 s t a r e v i s e d e d i t i o n 

of t h e F e d e r a l Reserve Ac t , embodying a l l amend-

ments , At your e a r l i e s t convenience k i n d l y ad-

v i s e t h i s o f f i c e of t h e number of copies t h a t 

w i l l be r e q u i r e d by your bank. 

Very t r u l y y o u r s , 

J . C« N o e l 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 BASK 

OF NEW YORK 

A p r i l 1, 1931. 

Walter Wyatt, Esq . , General Counsel, 
Federa l Reserve Board, 

Washington, D. C. 

Dear Wal ter ; 

I have your l e t t e r of March 31 and am very much ob l iged 
to you bo th f o r your comments on the ques t ion I r a i s e d concern-
ing the hand l ing of i tems covered by dishonored r e m i t t a n c e d r a f t s 
of c losed n a t i o n a l banks and f o r d i s c u s s i n g the ma t t e r wi th the 
Compt ro l l e r ' s o f f i c e and ask ing f o r an express ion of views from 
counsel of o t h e r Federa l Reserve Banks. 

I s h a l l of course be very much i n t e r e s t e d to hear from 
you again whenever you have anyth ing f u r t h e r to r e p o r t r e g a r d i n g 
the p o s i t i o n of the o f f i c e of the Comptroller of the Currency on 
t h i s ques t i on . I have given cons ide rab le thought to i t s i n c e I 
te lephoned you on March 30, and I b e l i e v e t h a t t h e p r o v i s i o n s of 
the Bank Co l l ec t ion Code, g iv ing the c o l l e c t i n g bank the op t ion 
to t r e a t a s dishonored any items covered by a d ishonored r e m i t -
tance d r a f t , c l e a r l y do apply to items drawn on n a t i o n a l banks a s 
well as to i tems drawn on s t a t e banks. I t seems to me and to the 
o t h e r o f f i c e r s in t h e bank wi th whom I have d i scussed t h e ma t t e r 
t h a t t h i s p rocedure not only i s the most p r a c t i c a b l e way by which 
a Federa l Reserve Bank may p r o t e c t i t s e l f in these very d i f f i c u l t 
s i t u a t i o n s , b u t a l so t h a t i t w i l l o p e r a t e j u s t l y upon the r i g h t s 
of a l l p a r t i e s . We hope very much, of course , t h a t t h e Comptrol-
l e r ' s o f f i c e w i l l t ake the same view of t h e m a t t e r . 

Thanking you aga in f o r your h e l p , I am 

Yours f a i t h f u l l y , 

(Signed) Walter S. Logan 

Walter S. Logan, 
General Counsel. 

C O P Y 
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UHLMD & UELAMD 
ATTOBMfS M > COUNSELORS 

800 S e c u r i t y Bui ld ing 
Minneapolis 

Apr i l 8, 1931. 

Walter Wyatt, General Counsel, 
Federal Reserve Board, 
Washington, D. C. 

Dear Mr. Wyat t : -

We have read your l e t t e r of Apr i l 1, 1931 wi th en-

c l o s u r e s , wi th r e f e r e n c e to Sect ion 11 of the Bank Co l l ec t ion 

Code, wi th i n t e r e s t . 

The e f f e c t of Sect ion 11 appears to be t h a t a check 

forwarded by mail to the drawee bank i s not f i n a l l y p a i d u n t i l 

the r emi t t ance d r a f t i s p a i d . This s t a t u t o r y r u l e would apply 

bo th to the drawer of the check and the bank on which i t was 

drawn. Hence r e g a r d l e s s of whether or not the check was 

stamped "paid" and charged aga ins t the account of the drawer, 

the drawee bank would remain l i a b l e to i t s depos i to r u n t i l the 

t ime of f i n a l payment of the d r a f t . 

Where t h e drawee bank suspends payment between the 

t ime when the check was stamped "paid" and charged to t h e ac -

count of the drawer and the time when the remi t tance d r a f t i s 

d ishonored, and the c o l l e c t i n g bank e l e c t s to t r e a t the check 

as d ishonored, the e f f e c t would appear to be t h a t t he inso lven t 

b a n k ' s l i a b i l i t y to i t s depos i tor i s thereby made a b s o l u t e , 

and i t ceases to be l i a b l e on the dishonored r emi t t ance d r a f t . 

Supposing the inso lven t i n s t i t u t i o n to be a n a t i o n a l 

bank, we agree wi th you tha t t h i s would not involve any con-
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Walter Wyatt - #2 

X-6910-

Apr. 8 , 1931 

f l i c t wi th the p r o v i s i o n s of t h e Nat ional Bank Act. The 

l i a b i l i t i e s of the i n s o l v e n t a r e not inc reased , nor can we see 

t h a t t h e r e i s any p r e f e r e n c e e f f e c t e d . 

We may suppose t h a t the depos i t o r was indebted to 

t h e i n s o l v e n t hank. But i t i s doub t fu l whether he would have 

a r i g h t of s e t - o f f , a s such r i g h t would a r i s e subsequent to 

the suspens ion . See Richard Insurance Co., e t a l . , vs . L i t t e e r , 

1 Fed. (2d) 311 ( C. C. A. 8 ) . 

Very t r u l y yours , 

UELARD & UELAbTD, 

By Sigurd Ueland 
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FEDERAL HESfiRVtiSANK OF ST. LOUIS 

Mr. Walter S. Logan, Apr i l 8, 1931. 
Counsel and Deputy Governor, 
Federal Reserve Bank of Hew York, 
How York City. 

Dear Mr. Logan: 

Upon my r e t u r n to the o f f i c e a f t e r r a t h e r an extended absence 
in M i s s i s s i p p i and Arkansas on account of l i t i g a t i o n growing out of nun>-
erous bank f a i l u r e s , I found a l e t t e r from Mr, Wyatt enc los ing copy of 
your l e t t e r of March 26, 1931 to him, and, h i s r e p l y , under da te of 
March 31s t , t oge the r wi th Mr. Wyatt1s reques t t h a t I w r i t e you d i r e c t 
any comments or sugges t ions I may care to make on the sub jec t t h e r e i n 
r e f e r r e d t o . 

p r i o r to the adopt ion of the Uniform Col lec t ion Code, MISSOURI 
and ARKANSAS, under dec i s ions of the h ighes t Courts of the r e s p e c t i v e 
S t a t e s - and fo l l owing the PETERS case - allowed a p r e f e r e n c e on t r a n s i t 
i tems handled under circumstances s imi la r to those o u t l i n e d in the Code. In 
INDIANA and KENTUCKY l i q u i d a t i n g agents of S t a t e banks fol lowed the 
Missouri and Arkansas dec i s ions . These S t a t e s adopted the Uniform Col-
l e c t i o n Codo in 1929. 

MISSOURI adopted the Uniform Col lect ion Code in 1927; b u t , f o r 
some reason l e f t out Sec. 11 (your sec t ion 350- j Meg. I n s t r . A c t . ) ; 
consequent ly , I have had no occasion to examine t h i s s ec t ion i n * i t s 
r e l a t i o n to the l i q u i d a t i o n of Nat ional Banks. 

Rece ivers of Nat ional banks r e f u s e d to adopt the dec i s ions 
l a i d down by the S t a t e Courts covering the r i g h t to p r e f e r e n c e , and, a f t e r 
t he Code had been adopted, I made a r a t h e r extended study of i t to see 
i f , perchance, the Code might be claimed to be c o n t r o l l i n g in the l i q u i -
da t ion of Nat ional banks, and, no twi ths tanding what the Court sa id in 
the case of -ELMIRA SAVINGS BANK vs . DAVIS, 161 U. S. 375, I became con-
vinced t h a t - in so f a r as the p r e f e r e n c e r i g h t s given under the Code were 
d i f f e r e n t from the p r e f e r e n c e r i g h t s given by the Federal Courts in con-
s t r u i n g the Federal S t a t u t e s - t ha t the r e l e v a n t p rov i s ions of the Code 
were not b ind ing on n a t i o n a l banks. 

Sect ion 11, however, approaches the sub jec t from an e n t i r e l y 
d i f f e r e n t angle . The primary purpose i s to deal with the r e s p e c t i v e r i g h t s , 
d u t i e s , and, l i a b i l i t i e s of the p a r t i e s to the paper , v i z . , t he ho lde r s , 
endorse rs , drawers, and, drawee, a l l of whom a r e sub jec t to and c o n t r o l l e d 
by the Negot iable Instrument Act, and fol lowed a l i k e both by the S t a t e and 
Federa l cou r t s ; consequent ly , I cannot see how Sec. 11 c o n f l i c t s with the 
Nat ional Bank Act in t h i s r e s p e c t . 
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Mr. Logan. 

On account of some urgen t m a t t e r s c la iming my a t t e n t i o n s ince 
my r e t u r n , I have had to make a r a t h e r h u r r i e d i n v e s t i g a t i o n of t h e ques t ions 
involved. I w i l l , a s soon as I can, get some of the more u r g e n t m a t t e r s 
out of the way, go in to the ques t ion f u r t h e r , and, i f a f u r t h e r 
i n v e s t i g a t i o n produces any th ing of a s s i s t a n c e , I w i l l w r i t e to you. 

With k i n d e s t pe r sona l r e g a r d s , 

Very t r u l y yours , 

CC to Mr. Wyatt. 
J a s . 0. Mo donkey, 
General Counsel. 
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Apri l 9, 1931. 

Mr. Walter S. Logan, 
Counsel and Deputy Governor, 
Federal Reserve Bank of ITew York, 
wm YOHK. 

Dear S i r ; -

I am in r e c e i p t of a l e t t e r from Mr. Walter Wyatt enc los ing 

copies of your l e t t e r to him of March 26th and h i s r e p l y t h e r e t o of 

March 31s t , wi th r e s p e c t to the a p p l i c a t i o n of Section 11 of the Uniform 

Bank Col lec t ion Code to n a t i o n a l "banks. He has reques ted me to wr i t e 

you my views on t h i s ques t ion , wi th c i t a t i o n s to any p e r t i n e n t a u t h o r i -

t i e s of which I may know. 

The f i r s t quest ion which p r e s e n t s i t s e l f i s whether the Uniform 

Bank Col lec t ion Code i s app l i cab l e to na t i ona l Banks. The d e f i n i t i o n of 

"banks" in Sect ion 1 of the Code appears to be broad enough to include 

w i th in i t s terms " n a t i o n a l banks", and to the extent t h a t p r o v i s i o n s of 

the Code a r e not in c o n f l i c t wi th any p rov i s i ons of the Nat ional Banking 

Act r e l a t i n g to n a t i o n a l banks, I see no reason why they should not be 

h e l d a p p l i c a b l e to n a t i o n a l banks. Of course , i n s o f a r as Congress has 

l e g i s l a t e d i t s j u r i s d i c t i o n i s exc lus ive , but I do not f i n d t h a t Congress 

has enacted any p r o v i s i o n wi th r e spec t to na t i ona l banks which might be 

s a id to be in c o n f l i c t with t h i s p a r t i c u l a r p rov i s ion of the Uniform 

Col lec t ion Code. 

Furthermore I do not see how the p o s i t i o n of a n a t i o n a l bank 

would be a l t e r e d in applying the uniform c o l l e c t i o n Code in t h i s r e s p e c t , 
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as depos i to r s in a na t iona l bank a r e not p r e f e r r e d over o ther c r e d i t o r s , 

and the t r a n s f e r of the claim as aga ins t the bank from the holder of a 

check drawn upon i t to the maker of the check who i s a depos i to r in the 

bank, would not seem to in any wise a l t e r the l i a b i l i t y of the bank, or 

change the c l a s s i f i c a t i o n of the claim aga ins t the bank. 

The only p o s s i b l e except ion which occurs to me i s the case in 

which the maker or depos i to r might be indebted to the bank in an amount 

g r e a t e r than the amount of h i s account i f the check were charged to h i s 

account . In such an in s t ance , i f the owner of the check e l e c t e d to 

t r e a t i t a s dishonored on the c l o s i n g of the bank, and recovered aga ins t 

t he maker of the check, the maker would, through the r i g h t of s e t - o f f 

of h i s own indebtedness to the bank, be enabled to secure a p r e f e r e n c e 

to the ex ten t of h i s indebtedness to the bank. See Ardle igh v. C l o t h i e r , 

51 Fed. 106, Sco t t v. Armstrong, 146 U. S. 499. However, as p r e f e r e n c e s 

r e s u l t i n g from the r i g h t of s e t - o f f appear to have been su s t a ined a s not 

c o n t r a r y to the p r o v i s i o n s of Sect ion 5236, i t seems l o g i c a l t h a t the 

p r e f e r e n c e which might be obta ined in a case such as t h a t ins tanced through 

the a s s e r t i o n of the r i g h t of s e t - o f f would not be con t r a ry to Sect ion 

5236 of the Nat ional Banking Act. 

Very t r u l y yours , 

cc - Mr. Wyatt. (Signed) S t e r l i n g Newell 
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FSSSSBUl SBlMYS BANK 0 9 g 

OF HEW YORK 

Apr i l 9, 1931. 

Walter Wyatt, Esq . , General Counsel, 
Federa l Reserve Board, 

Washington, D. C. 

Dear Wal ter : 

I am enc los ing a copy of a l e t t e r which I am sending 

ou t t o n i g h t g i v i n g n o t i c e t h a t we e l e c t , pu r suan t to t h e p r o v i -

s ions of Sec t ion 350- j of the Negot iab le Ins t ruments Law of Hew 

York, to t r e a t a c e r t a i n i tem a s dishonored by nonpayment which 

was covered by an unpaid r emi t t ance d r a f t of The F i r s t Nat iona l 

Bank, Macedon, New York, which, was c losed yes t e rday . I t r i e d to 

r each you on the te lephone l a t e t h i s a f t e r n o o n to g ive you t h i s 

l a t e s t i n fo rma t ion in r ega rd to t h i s m a t t e r . 

I am sending one of the o r i g i n a l s of t h e l e t t e r to t h e 

Comptrol ler of t h e Currency, and I assume t h a t t h e Receiver or Ex-

aminer in Charge w i l l r e q u e s t t he i n s t r u c t i o n s of the Compt ro l l e r ' s 

o f f i c e a s to whether or not to comply wi th our r eques t t h a t the item 

be p r o t e s t e d and r e t u r n e d . I am c o n f i d e n t t h a t our i n t e r p r e t a t i o n 

of t h e law i s c o r r e c t and t h a t t he item should , t h e r e f o r e , be r e -

tu rned , and I hope t h a t t he Compt ro l l e r ' s o f f i c e w i l l t ake t h i s 

view a l s o . 

Yours f a i t h f u l l y , 

(Signed) Walter S. Logan 

Walter S. Logan, 
General Counsel. 

E n d . 
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Apr i l 9 , 1931. 

To 

The F i r s t Nat iona l Bank, 
Macedon, ITew York. . 

Comptrol ler of the Currency, 
Washington, D. C. 

Receiver or Examiner i n Charge, 
The F i r s t Na t iona l Bank, 

Macedon, New York. 

Gentlemen: 

The d r a f t of The F i r s t Na t iona l Bank, Macedon, New York, 
da ted Apr i l 7 , 1931, drawn on Centra l Hanover Bank and T rus t 
Company, New York, N. Y. , f o r $7 ,541.06, r ece ived by us i n 
r e m i t t a n c e f o r the i tems drawn o*h sa id The F i r s t Na t iona l Bank, 
Macedon, New York, which we p r e s e n t e d to i t "by mai l and which were 
l i s t e d i n our cash l e t t e r s da ted Apr i l 6, 1931, was n o t p a i d i n 
due course b u t was dishonored upon p r e s e n t a t i o n f o r payment due to 
t h e c l o s i n g of s a i d The F i r s t Nat iona l Bank, Macedon, ITew York. In -
cluded among t h e s a i d i tems i n r emi t t ance f o r which we r e c e i v e d sa id 
d r a f t , was an i tem da ted Apr i l 1 , 1931 f o r $4,481.25 drawn by Ed i th 
C. Wallace, T r e a s u r e r , Macedon, High School, on The F i r s t Na t iona l 
Bank, Macedon, New York, to the o rde r of Comptroller of S t a t e of New 
York and endorsed by the l a t t e r and by The New York S t a t e Nat iona l 
Bank, Albany, New York, from which bank we had r e c e i v e d t h e i tem f o r 
c o l l e c t i o n . Upon t h e i n s t r u c t i o n s of The New York S t a t e Na t iona l 
Bank, Albany, New York, we hereby e l e c t , pursuan t to t h e p r o v i s i o n s 
of Sec t ion 3 5 0 - j of the Negot iab le Ins t ruments Law of New York, to 
t r e a t s a i d i tem of $4,481.25 as dishonored by nonpayment; and we 
hereby r e q u e s t The F i r s t Nat iona l Bank, Macedon, New York, and the 
Comptrol ler of t h e Currency and t h e Receiver or Examiner in charge 
of t h e a s s e t s of s a i d bank to cause s a i d i tem of $4 ,481.25 to be 
duly p r o t e s t e d and r e t u r n e d to u s immediately. 

Kindly acknowledge r e c e i p t of t h i s l e t t e r . 

Very t r u l y yours , 

FEDERAL RESERVE BANK OF NEW YORK, 

By. : 
Deputy Governor and General Counsel. 

WSL: GSR(MAR) 
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MAYER, MEYER, AUSTRIAN & PLAIT 

CONTINENTAL ILLINOIS BANK BUILDING 

CHICAGO 

Apr i l 10, 1931. 

Mr. Walter Wyatt 
General Counsel Federa l Reserve Board 
Washington, D. C. 

Dear Mr. Wyatt: 

I am in r e c e i p t of your l e t t e r of Apr i l 1 s t , 
1931, r e l a t i v e to t h e a p p l i c a t i o n of Sect ion 11 of t h e Uniform 
Bank C o l l e c t i o n Code to checks drawn on n a t i o n a l banks . 

While i t i s my opin ion t h a t the Bank C o l l e c t i o n 
Code, which has been adopted i n t o t o by the s t a t e s of Ind iana 
and Wisconsin i n t h i s D i s t r i c t , i n s o f a r as i t a t t empt s to g ive 
a p r e f e r e n c e to the owners of checks in c e r t a i n i n s t a n c e s , i s 
not a p p l i c a b l e to n a t i o n a l banks , I am i n c l i n e d to ag ree wi th 
both you and Mr. Logan in your conclus ion t h a t t h i s code i s 
a p p l i c a b l e i n s o f a r as i t g ives the c o l l e c t i n g agent bank t h e 
op t ion to t r e a t an i tem as dishonored where the d rawee ' s r e m i t t i n g 
d r a f t i s no t p a i d in due course . There appears to be n o t h i n g i n 
the l a t t e r p r o v i s i o n of the Bank Co l l ec t i on Code which i s i n 
c o n f l i c t wi th the f e d e r a l law and t h e r e f o r e I b e l i e v e i t to be 
e q u a l l y c o n t r o l l i n g in the case of n a t i o n a l banks a s we l l a s 
s t a t e banks . I n s o f a r a s I have been a b l e to a s c e r t a i n , t h e r e 
have been no d e c i s i o n s p a s s i n g upon t h i s ques t i on . 

I am very much i n t e r e s t e d in t h i s ques t ion and 
would a p p r e c i a t e your a d v i s i n g me in the event e i t h e r you or 
Mr. Logan should change your op in ions on t h e suns. 

Yours very t r u l y , 

(Signed) Carl Meyer 
D 

CD 
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FEfoMAL tiSSl&VB BAM OF RICHMOND 

Apr i l 14, 1931 

Mr. Walter S. Logan, General Counsel, 
Federa l Reserve Bank of New York, 
New York, N. Y. 

Dear Mr. Logan; 

I r e c e i v e d from Mr. Wyatt a copy of your l e t t e r of March 31s t bu t have 
been p reven ted from r e p l y i n g because of the p r e s s u r e of b u s i n e s s . The Uniform 
Check Co l l ec t i on Code i s i n f o r c e i n two s t a t e s i n t h i s d i s t r i c t , South Carol ina 
and Maryland, b u t we have had s i n c e the adopt ion of the Code no i n s t a n c e of a 
f a i l u r e of a n a t i o n a l bank in t hose s t a t e s , which was indebted to u s f o r an unpaid 
cash l e t t e r . Sometime ago I endeavored to f i n d a u t h o r i t i e s which might guide me 
to a dec i s ion as to whether or no t Sect ion 11 of t h e Code would apply to n a t i o n a l 
banks. I found no a u t h o r i t i e s , however, which appeared to me to s e t t l e the 
ques t ion . 

Several capab le lawyers have suggested t h a t t he e n t i r e Code was a p p l i c a -
b l e to n a t i o n a l banks , say ing t h a t t h e p r o v i s i o n s which c r e a t e d a t r u s t in f avo r 
of the forward ing bank amounted to a r e g u l a t i o n of the t i t l e to p r o p e r t y , and 
t h a t a s t a t e s t a t u t e upon t h i s p o i n t was b ind ing upon n a t i o n a l banks upon the same 
p r i n c i p l e t h a t a s t a t u t e r e g u l a t i n g t h e assignment or n e g o t i a t i o n of warehouse 
r e c e i p t s , b i l l s - o f - l a d ^ g ^ or o t h e r such ins t ruments would be b i n d i n g upon a 
n a t i o n a l bank. T h i s / h a s , I t h i n k , something to commend i t , bu t I am r a t h e r i n -
c l i n e d to t h i n k t h a t the Supreme Court of the Uni ted S t a t e s would riot h o l d t h a t 
a s t a t e s t a t u t e might i n e f f e c t g ive p r i o r i t y to a claim a g a i n s t a n a t i o n a l bank 
merely by d e c l a r i n g t h a t t he bank should be deemed a t r u s t e e in a s i t u a t i o n i n 
which the f e d e r a l c o u r t s had h e l d t h a t t he r e a l r e l a t i o n s h i p was t h a t of a deb tor . 
I t t h e r e f o r e seems to me t h a t t h e Code would be i n a p p l i c a b l e to n a t i o n a l banks 
under the r u l e e s t a b l i s h e d i n Davis v. ELmira Savings Bank, 161 U. S. 275, in so 
f a r as the Code unde r t akes to e s t a b l i s h a p r e f e r e n c e , 

I can see no good reason , however, why S e c t i c a 11 should not apply to 
n a t i o n a l banks . As you say, i t would not d i s t u r b e q u a l i t y among any c la imants 
because under the p r e s e n t r u l e t h e ho lder of a check which has boon c a n c e l l e d i s 
a genera l c r e d i t o r , and under Sec t ion 11 the drawer would, as you say, be the 
genera l c r e d i t o r . I t seems to me, t h e r e f o r e , t h a t Soct ion 11 i s merely a d e f i n i -
t i o n of what c o n s t i t u t e s the d i s cha rge of a n e g o t i a b l e ins t rument and r e g u l a t e s 
t h e r i g h t s and l i a b i l i t i e s of the drawer and ho lde r without s u b s t a n t i a l l y a f f e c t -
ing the i n t e r e s t of the drawee bank. I f , f o r example, some s t a t e should a l t e r 
the usua l r u l e of t h e law of n e g o t i a b l e ins t ruments and enact t h a t a c e r t i f i c a t i o n 
of a check, even i f made wi thout t h e knowledge and consent of t h e drawer, should 
n e v e r t h e l e s s no t r e l e a s e t h e drawer, I can see no reason why t h i s enactment, which 
merely a f f e c t s t h e r i g h t s of the ho lder of the check and the drawer, should not be 
a p p l i c a b l e to checks on n a t i o n a l banks a s wel l a s to o the r i n s t rumen t s . Sect ion 
11 does l i t t l e more than enact the same r u l e l i m i t e d to cases in which the 
drawee f a i l s . 
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FEDERAL RESERVE BAH OF RICHMOND 

Mr. Walter S. Logan, General Counsel, 
Federa l l o s e r v e Bank of New York, 
Hew York, K. Y. - 2 - Aor i l 14, 1931 

The Supreme Court of t h e Uni to4 S t a t e s In Farmers and Merchants Sank v . 
Federa l Reserve: Bank, 262 U. S. 649, h e l d in e f f e c t t h a t any pe r son r e c e i v i n g a 
check was ob l iged to t a k e n o t i c e of t h e law in f o r c e a t t h e p l a c e of payment 
r e g u l a t i n g t h e d i s c h a r g e or payment of t h e ins t rument , and i t seems to me t h a t t he 
r eason ing of the cour t in t h i s ca se i s s u f f i c i e n t l y broad to s u s t a i n the p r o p o s i -
t i o n t h a t any person drawing a check on a n a t i o n a l bank would be o b l i g e d to t a k e 
n o t i c e t h a t under t h e law of t h e s t a t e where t h a t bank was l o c a t e d t h e c a n c e l l a t i o n 
of t h e check by the bank would no t c o n s t i t u t e an a b s o l u t e b u t on ly a c o n d i t i o n a l 
payment. 

This ques t ion i s one of g r e a t i n t e r e s t to Federa l r e s e r v e banks, and, as 
you see , i t i s one which i s l i k e l y to be of p r a c t i c a l importance to me a t any t ime. 
If you have r e c e i v e d l e t t e r s on t h i s s u b j e c t from the Counsel f o r o t h e r Federa l r e -
se rve banks I would g r e a t l y a p p r e c i a t e i t i f you would send me c o s i e s of the l e t -
t e r s a s I should l i k e to know t h e i r views. I f you have any correspondence wi th 
t h e o f f i c e of the Comptrol ler of t h e Currency, of course, i t would be of g r e a t 
i n t e r e s t to me to know t h e views of t h a t o f f i c e . L ike you, I once d i s c u s s e d the 
ma t t e r i n f o r m a l l y w i th Mr. Barse and Mr. Await, bu t they , of course , were not w i l l -
ing to i n d i c a t e an op in ion . 

The ques t ion i s s c a r c e l y of s u f f i c i e n t importance to j u s t i f y a conference 
of Counsel of Federa l r e s e r v e banks, bu t i t does seem to me h i g h l y d e s i r a b l e t h a t 
some d e f i n i t e unde r s t and ing be reached wi th the Comptroller of t h e Currency a s soon 
as p o s s i b l e . For example, i f t he Comptroller of t h e Currency would agree to recog-
n i z e our r i g h t to demand t h e r e t u r n of the checks, t h e Federa l r e s e r v e banks might 
adopt t h e genera l p o l i c y of e l e c t i n g to demand t h e r e t u r n of t h e checks, making no 
e f f o r t to e s t a b l i s h any c la im which they might have to a p r e f e r e n c e . 

I am t a k i n g t h e l i b e r t y of sugges t ing t h a t you might con t inue your 
correspondence w i th t h e Comptroller and i f t h e Comptroller i s w i l l i n g to make any 
t e n t a t i v e commitment you might communicate wi th a l l the Federa l r e s e r v e banks and 
we might ag ree by correspondence upon some d e f i n i t e p l a n of a c t i o n . 

Very t r u l y yours , 

M. 6. Wallace, 
Counsel. 

NGW R 

Copy to - Mr. Walter Wyatt, General Counsel, 
Federa l Reserve Board, Washington, D. C. 
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FEDERAL RESERVE SYSTEM 

(LEASED WISE SERVICE) 

RECEIVED AT WASHIHGTON, D. C. 

92 gb 

San Franc i sco Apl 21 922 am 

Wyatt 

Washington. 

Reply to your l e t t e r a p r i l f i r s t r e f e r r i n g to logans of march 

s i x t h r e g a r d i n g s e c t i o n e leven bank c o l l e c t i o n code delayed 

by absence on b u s i n e s s t r i p to hawai i s top I have today adv i sed 

Logan by wire t h a t in my op in ion t h i s s e c t i o n i s a p p l i c a b l e to 

n a t i o n a l banks comma does no t c o n f l i c t wi th p r o v i s i o n s of n a t i o n a l 

bank a c t and comes wi th in t h e ca tegory of s t a t e l e g i s l a t i o n 

r e f e r r e d to i n seven corpus j u r i s page seven s i x t y n o t e f i v e 

e i g h t y f i v e and cases c i t e d 

Agnew 

1232p 
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C 
0 
P Aor i l 24, 1931. 

Y 

Mr. Walter S. Logan, Counsel and 
Deputy Governor, 

Federa l Reserve Bank of Hew York, 
New York C i ty . 

Dear Mr. Logan:-

We have no t r e p l i e d sooner to Mr. Wyat t ' a l e t t e r 
of Apr i l 1 s t e n c l o s i n g copy of correspondence p a s s i n g between 
you wi th r e f e r e n c e to the p r o v i s i o n s of s e c t i o n 11 of t h e bank 
c o l l e c t i o n code, due to t h e f a c t t h a t our Mr. Stroud h a s been out 
of t h e c i t y q u i t e a good dea l s i nce the r e c e i p t of t h i s l e t t e r . 

We have not made an i n v e s t i g a t i o n of the d e c i s i o n s wi th 
r e f e r e n c e to t h e m a t t e r , b u t i t i s our o f f - h a n d op in ion t h a t t h e 
s t a t u t e would apply to n a t i o n a l banks a s we l l a s s t a t e banks . 

The p r i n c i p l e s of agency apply ing to t h e c o l l e c t i o n of 
checks in t h e absence of s t a t u t e a r e merely common law p r i n c i p l e s . 
We see no r eason why t h e s e p r i n c i p l e s cannot be r e g u l a t e d by 
s t a t u t e . You a r e , of course , f a m i l i a r wi th the s o - c a l l e d New York 
and Massachuse t t s r u l e s app ly ing to t h e c o l l e c t i o n of checks , and 
we a r e of t h e op in ion t h a t t h e s t a t u t o r y p r o v i s i o n s of any p a r -
t i c u l a r s t a t e may a f f e c t t h e s e common law r u l e s . 

I t seems to us t h a t t h e s t a t u t e in ques t ion i s no th ing 
more than a modern r e c o g n i t i o n of t h e f a c t t h a t i t i s no t p r a c t i c a l 
f o r an agent c o l l e c t i n g checks to always c o l l e c t in cash. As 
p o i n t e d out to you in Mr. W y a t t ' s l e t t e r , t h e s t a t u s of t h e i n -
so lven t n a t i o n a l bank in so f a r a s i t s a s s e t s o r l i a b i l i t i e s a r e 
concerned a r e in no wise a f f e c t e d by t h i s s t a t u t e . 

I t seems to us t h a t , t h e r e be ing a s t a t e s t a t u t e cover -
ing t h i s s i t u a t i o n , the f e d e r a l c o u r t s would, under wel l d e f i n e d 
p r i n c i p l e s , f o l l o w such s t a t u t e s , and the d e c i s i o n s of t h e s t a t e 
c o u r t s c o n s t r u i n g t h e same i n any l i t i g a t i o n which might come b e -
f o r e t h e f e d e r a l c o u r t s , even though a n a t i o n a l bank were a p a r t y 
t h e r e t o . 

We a r e very much i n t e r e s t e d in the ques t ion , and a s soon 
as we have an o p p o r t u n i t y we w i l l make a f u r t h e r s tudy-of t h e m a t t e r , 
and w r i t e you a g a i n . 
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In t h e meantime we s h a l l a p p r e c i a t e your l e t t i n g u s 
know about any f u r t h e r conc lus ions which you may reach . 

Yours very t r u l y , 

(Signed) Locke Locke St rand & Randolph 

BBS: g 
CO to Mr. Walter Wyatt, 

Federa l Reserve Board, 
Washington, D. C. 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-6911 

June 12, 1931. 

SUBJECT: Expense, Main l i n e , Leased Wire System, 
May, 1931. 

Dear S i r : 

Enclosed herewi th you w i l l f i n d two mimeo-
graphed s t a t emen t s , X-6911-a and X-6911-b, cover ing 
i n d e t a i l o p e r a t i o n s of the main l i n e , Leased Wire 
System, dur ing the month of May, 1931. 

P l e a s e c r e d i t the amount payable by your 
hank i n t h e genera l account , T r e a s u r e r , U. S . , on 
your books, and i s s u e c / d Form 1, Nat iona l 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 Federal Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

Enc lo su re s . 

TO GOVERNORS OF ALL F . R. BANKS 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 MAT, 1931. 

Words sent by Net Federal 
Business New York charge- reserve 
reported able to other bank Percent of total 

From by banks F. R. Banks (l) business bank business (*) 

Boston 25,736 3,333 29,069 3.55 
New York 120,716 - 120,716 14.74 
Philadelphia 30,694 1,707 32,401 3.96 
Cleveland 75,464 3,063 78,527 9.59 

^Richmond 51,348 3,050 54,398 6.64 
Atlanta 55,623 10,540 66,163 8.08 
"Chicago 90,908 4,525 95,433 11.66 
St. Louis 66,951 3,294 70,245 8.58 
Minneapolis 28,378 3,333 31.711 3.87 
lansas City 71,083 2,857 73,940 9.03 
Dallas 62,108 12,768 74,876 9.14 
1>an Francisco 87,154 4.215 91.369 11.16 

Total 766,163 52,685 815,848 100.00 

F. R. Board "business 286,370 1,105,218 

Treasury Department business Incoming and Outgoing 136,873 

Total words transmitted over main lines. . 1,242,091 

(*) These percentages used in calculating the pro rata share of leased wire expense as shown 
o.n the accompanying statement (X-6911-b). 

(X) 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- 3 
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REPORT OF EXPEUSE MAIN LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM, MAY, 1931. 

Pro r a t a Payable to 
sha re of Federal 

Opera tors ' Operators ' Wire Tota l * t o t a l Reserve 
Name of bank s a l a r i e s overtime r e n t a l expenses expenses C r e d i t s Board 

Boston $260.00 $ - $ $260.00 $7U2.0l $260.00 $U82.01 
Hew York 1.13U.15 1,134.15 3,080.90 1,13U.15 1.9U6.75 
P h i l a d e l p h i a 225.00 — — 225.00 "827.70 225.00 602.70 
Cleveland 306.66 — — 306.66 2,00U.U6 306.66 1,697.80 
Richmond 190.00 - 230.00 (&) U20.00 1,387.87 U20.00 967.87 
A t l a n t a 270.00 #•» - 270.00 1,688.85 270.00 1,U18.85 
Chicago 3,729.02 (#) 2.00 - 3.731.02 2,437.13 3,731*02 1,293.89 (*) 
S t . %ouis 195.00 - - 195.00 1 ,793 .36 195.00 1,598.36 
Minneapolis • 282.85 - 282.85 808.89 282.85 526.0U 
Kaas&s'City 287.50 - - 287.50 1,887.Us 287.50 1,599.92 
D a l l a s 251.00 - . - 25I.OO 1,910.Ui 251.00 i,659.UI 
San Franc isco 380.00 - 380.00 2,332 .62 380.00 1,952.62 
Fede ra l Reserve Board * - 15.7U6.95 15.7U6.95 — -

T o t a l $7,511.18 $2.00 $15,976.95 $23,U90.13 $20,901.62 $7,743.18 $iU,U52.33 
2.588.51(a) 1.293.89 (b) 

$20,901.62 $13,158.44 

(<t) Main l i n e r e n t a l , Richmond-Washington. 
(#) Inc ludes s a l a r i e s of Washington opera to r s . 
(*) C r e d i t . 
( a ) Received $2,588.51 from Treasury Department covering "business f o r t h e month of May, 1931. 
(b) Amount re imbursable to Chicago. 

O 
CD 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

3-6912 

June 16, 1931. 

SUBJECT: Holidays dur ing J u l y , 1931. 

Dear S i r : 

On Sa turday , J u l y 4 t h , t h e r e w i l l he n e i t h e r gold 
s e t t l e m e n t fund nor Fede ra l r e s e r v e no te c l e a r i n g , fend t h e 
hooks of t h e Federa l Reserve Board w i l l he c l o s e d . 

The fo l l owing branches a l s o w i l l he c losed on t h e 
d a t e s i n d i c a t e d : 

Monday J u l y 13 Nashv i l l e B i r t h d a y of 
Memphis General F o r r e s t 

F r iday J u l y 34 Sa l t Lake Ci ty Pioneer Day 

On t h e da te s i n d i c a t e d , the branches 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 c l e a r i n g or t h e 
F e d e r a l r e s e r v e note c l e a r i n g . 

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 t h e 
h o l i d a y s should he inc luded wi th your c r e d i t s f o r t h e f o l l o w -
ing b u s i n e s s day i n the gold f u n d c l e a r i n g . 

P l e a s e n o t i f y b ranches . 

Very t r u l y y o u r s , 

J , C. ttoell, 
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-6914 

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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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD X-6915 

June 19, 1931 

SUBJECT: Action on Governors' Conference Topics. 

Dear S i r ; 

There i s a t t a c h e d h e r e t o f o r your in fo rma t ion , 
copy of a l e t t e r to t h e Sec re t a ry of t h e Governors' 
Conference, a d v i s i n g of the a c t i o n taken by the 
Board on c e r t a i n of the t o p i c s d i scussed a t t h e 
Conference h e l d in Washington on Apr i l 27-29, 1931, 

Very t r u l y yours , 

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

Enclosure . 

TO GOVERNORS OF ALL FEDERAL RESERVE BANKS EXCEPT SAN FRANCISCO 
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C O P Y X-6915-a 

June 19, 1931. 

Dear Mr. S t r a t e r : 

This w i l l acknowledge r e c e i p t of your l e t t e r of May 26th , 
enc los ing copies of the S e c r e t a r y ' s minutes of the Governors' 
Conference he ld in Washington on Apri l 27th , 28th and 29th . 
The Federal Reserve Board has given cons ide ra t ion to the va r ious 
t o p i c s d i scussed by the Conference and a c t i o n has been taken a s 
fo l lows : 

Topic I I -D - Change in weekly Federal r e se rve bank statement* 
The Board has approved the suggest ion t h a t the spec ia l one-

day c e r t i f i c a t e s of indebtedness i ssued by the Treasury Department 
to Federal r e s e r v e banks to cover Treasury o v e r d r a f t s x>n t ax pay-
ment da t e s , be shown s e p a r a t e l y in the body of the weekly Federal 
r e s e r v e bank s ta tement aga in s t the cap t ion , "Specia l Treasury 
C e r t i f i c a t e s . " 

Topic I I - E - 1 - Payment of a sum equal to one or more months* 
s a l a r y to the widow, dependents, or e s t a t e of deceased o f f i c e r s or 
employees. 

In connect ion wi th the f i r s t recommendation of the conference 
on t h i s t o p i c , the Federal Reserve Board has r u l e d t h a t in t h e event 
of the death of an o f f i c e r or employee of a Federal r e s e r v e bank, 
t he s a l a r y of such o f f i c e r or employee should be p a i d only up to the 
next succeeding pay day. 

The Board has not ye t a c t e d , however, on the ma t t e r s of an i n -
crease in group insurance f o r o f f i c e r s and employees a t Federa l r e -
serve banks, and the es tabl ishment of annui ty or pension p l a n s by 
the ind iv idua l banks. 

Topic I I -E -2 - Payment of s a l a r y in f u l l or in p a r t to o f f i c e r s 
o r employees i n c a p a c i t a t e d on account of s ickness or o the rwise . 

The Board has noted wi th approval the ac t ion of the Conference 
in vo t ing t ha t where the absence of o f f i c e r s or employees on account 
of s ickness or o the r i n c a p a c i t a t i o n exceeds the r egu l a r vaca t i on 
p e r i o d by t h i r t y days, payment of s a l a r y during f u r t h e r l e ave of 
absence should be sub j ec t to approval by the Board of D i r e c t o r s and 
r epor t ed monthly to the Federal Reserve Board in accordance wi th the 
Board 's l e t t e r of June 14th , 1928, (X-6069). 

Supplementary Topic B. - Suggested p o l i c y in a c t i n g on a p p l i -
ca t i ons of s t a t e t --inks and t r u s t - compani38 f o r membership . 

The Board has adopted t he propcsud p o l i c y , in connect ion wi th i t s 
cons ide ra t i on of a p p l i c a t i o n s of s t a t e banks and t r u s t companies f o r 
membership in the Federal Reserve System, t h a t a t t he t ime of admission 
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to membership the a p p l i c a n t "bank 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 t a t e -
ment w i l l r e f l e c t a s n e a r l y as p o s s i b l e t h e va lue of i t s a s s e t s . In t h i s 
connec t ion , a l e t t e r i s going forward today to a l l Federa l Reserve Agents, 
r e q u e s t i n g t h a t they b r i n g t h i s a c t i o n of the Board to t h e a t t e n t i o n of 
t h e i r committees of d i r e c t o r s which p a s s on a p p l i c a t i o n s , i n o rde r t h a t 
they may be governed acco rd ing ly i n making t h e i r recommendations to the 
Federa l Reserve Board. 

Topic I-D - D e s i r a b i l i t y of f l e x i b i l i t y of i n t e r e s t r a t e s p a i d on 
d e p o s i t s and of bank dividends* 

The Board has no ted wi th approval the a c t i o n and exp re s s ions of 
opin ion of the Conference i n r ega rd to t h i s t o p i c . 

Topic I - F - P o s s i b l e d e s i r a b i l i t y of amending the F e d e r a l Reserve 
Act so a s to pe rmi t a Federa l r e s e r v e bank i n emergencies to make ad-
vances to member banks on t h e s e c u r i t y of a s s e t s o t h e r than p r e s e n t l y 
e l i g i b l e p a p e r . 

Act ion on t h e r e s o l u t i o n adopted by the Conference on t h i s t o p i c 
has been d e f e r r e d by the Board f o r the t ime be ing . 

Topic I I - F - A d v e r t i s i n g Federal r e s e r v e membership. 
The Board has noted m t h approval the opinion of t h e Governors 

t h a t Federa l r e s e r v e banks cou ld not wi th p r o p r i e t y g ive approval o r 
suppor t to any agency or o r g a n i z a t i o n s o l i c i t i n g s u b s c r i p t i o n s from 
banks and o t h e r s f o r the purpose of e x p l a i n i n g or a d v e r t i s i n g t h e 
b e n e f i t s de r ived from membership in the Federa l Reserve System. 

No a c t i o n i s r e q u i r e d by the Board on the o the r t o p i c s d i s cus sed 
a t the Conference or on t h e va r ious r e p o r t s submit ted by i t s committees. 

A copy of t h i s l e t t e r i s be ing forwarded to t h e Governor of each 
Federa l r e s e r v e bank f o r h i s in fo rmat ion . 

Vory t r u l y yours , 

J . C. No e l 11 
A s s i s t a n t S e c r e t a r y . 

Mr. H. F. S t r a t e r , S e c r e t a r y , 
Governors' Conference, 
Federa l Reserve Bank, 
Cleveland, Ohio. 
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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 - 6 9 1 7 

t h e f e d e r a l r e s e r v e b o a r d 

June 24, 1931. 

SUBJECT: ASSESSMENT FOR GENERAL EXP3MSSS OF. THE FEDERAL RESERVE 
BOARD JULY 1 TO DECEMBER $1, 1931. 

Dear S i r : 

Confirming t e l e g r a p h i c adv ice , t h e r e i s enclosed herewith 
copy of a r e s o l u t i o n adopted by t h e Federa l Reserve Board levying 
an assessment upon t h e s e v e r a l Federa l r e s e r v e banks of an amount 
equal t o e igh ty-one thousandths of one per cen t ( .00081) of t h e 
t o t a l p a i d - i n c a p i t a l s tock and su rp lu s of such banks a t c l o s e of 
bus ines s June 30, 1931, t o de f r ay t h e es t imated genera l expenses of 
t h e Board from Ju ly 1 t o December 31, 1931. 

Kindly depos i t one-hal f of t h e amount of your assessment 
i n t h e General Account, T r e a s u r e r , U. S . , . o n your books Ju ly 1, 
1931, and one-ha l f September 1, 1931, i n each i n s t a n c e i s s u i n g a 
C/D f o r c r e d i t of " S a l a r i e s and Expenses, Fede ra l Reserve Board, 
Spec ia l Fund," assessment f o r gene ra l expenses , and sending d u p l i -
c a t e C/D t o t h e Federa l Reserve Board. Also p l ea se f u r n i s h a s t a t # * 
merit of your c a p i t a l and surp lus used as a b a s i s f o r t h e a s sessment . 

Very t r u l y you r s , 

M. L L/.Y 
F i s c a l Agent, 

Enc losu re . 

Sent t o Chairman, a l l d i s t r i c t s . 
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RESOLUTION LEVYING ASSESSMENT 

WHEREAS, under Sec t ion 10 of t h e Act approved 
December 23, 1913, and known as t h e Federa l Reserve Ac t , 
t h e Federa l Reserve Board i s empowered t o levy semi-
annua l ly upon t h e Federa l r e se rve banks i n p r o p o r t i o n t o 
t h e i r c a p i t a l s tock and su rp lus an assessment s u f f i c i e n t 
t o pay i t s e s t ima ted expenses, inc luding t h e s a l a r i e s of 
i t s members, a s s i s t a n t s , a t t o r n e y s , e x p e r t s and employees 
f o r t h e h a l f - y e a r succeeding t h e levying of such a s s e s s -
ment, t o g e t h e r wi th any d e f i c i t c a r r i e d forward from t h e 
preceding h a l f - y e a r ; and 

WHEREAS, i t appears from e s t i m a t e s submit ted 
and cons idered t h a t i t i s necessa ry t h a t a fund equal t o 
e igh ty-one thousandths of one per cent ( .00081) of t h e 
t o t a l p a i d - i n c a p i t a l s tock and su rp lus of t h e Federa l 
r e s e r v e banks be c r e a t e d f o r t h e purpose h e r e i n b e f o r e 
d e s c r i b e d , exc lu s ive of t h e cos t of engraving and p r i n t -
ing of Federa l r e s e r v e no t e s ; Now, t h e r e f o r e , 

BE IT RESOLVED, That pursuant t o t h e a u t h o r i t y 
ve s t ed i n i t by law, t h e Federa l Reserve Board hereby 
l e v i e s an assessment upon, t h e s e v e r a l Fede ra l r e s e r v e 
banks of an amount equal t o e ighty-one thousandths of one 
per cent ( .00081) of t h e t o t a l p a i d - i n c a p i t a l and s u r -
p lus of such banks a s of June 30, 1931, and t h e F i s c a l 
Agent of t h e Board i s hereby au tho r i zed t o c o l l e c t from 
s a i d banks such assessment and execute , i n t h e name of 
t h e Board, r e c e i p t s f o r payments made. Such assessments 
w i l l be c o l l e c t e d i n two i n s t a l l m e n t s of one-ha l f each; 
t h e f i r s t i n s t a l l m e n t t o be pa id on Ju ly 1, 1931, and 
t h e second h a l f on September 1, 1931. 

June 23, 1931. 
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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-6919 

June 26, 1931. 

SUBJECT: Code words 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 in Treasury B i l l s . 

Bear 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 Federa l r e s e r v e banks , 
t h e f o l l o w i n g code words have been des igna ted to cover 
new i s s u e s of Treasury B i l l s ; 

"N0XB3STED" I s sue dated J u l y 1, 1931, 
matur ing Sept . 30, 1931. 

"NOXBLEKfD" I s sue da ted J u l y 2. 1931, 
matur ing Sept . 30, 1931. 

These words should be i n s e r t e d in the Federa l 
r e s e r v e t e l e g r a p h code book, f o l l owing the supplement-
a l code word "HOXBIRRF on page 172. 

Very t r u l y yours , 

J . C. Ude l l , 
A s s i s t a n t Sec re t a ry . 

TO GOVERNORS OF ALL F. R. BARKS. 
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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 

January 3, 1931 
B0-201 

SUBJECT: Form F.R»A.-5, Dai ly Statement 
of Federa l Reserve Agent, 

Dear S i r : 

There a r e "being forwarded to you today 

under s epa ra t e cover , "by r e g i s t e r e d mai l , 

cop ies of the 1931 e d i t i o n of form F.R.A-5, 

Daily Statement of Federal Reserve Agent. 

Very t r u l y yours , 

E. L. Smead, Chief , 
Divis ion of Bank Opera t ions . 

TO ALL FEDERAL RESERVE AGENTS* 
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FEDERAL RESERVE BOARD 

WASHINGTON January 7, 1931 
B-207 

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: Bank Suspensions dur ing 1930. 

Dear S i r : 

There i s enc losed he rewi th a l i s t of member and nonmember banks r epo r t ed 
to the Board a s hav ing suspended o p e r a t i o n s dur ing the month of December and 
of banks p r e v i o u s l y suspended which resumed b u s i n e s s dur ing the same month. 
The s ta tement a l s o inc ludes any c o r r e c t i o n s made i n the l i s t s p r ev ious ly sent 
to you. I t w i l l be a p p r e c i a t e d if you w i l l , a s u s u a l , check the da ta p e r t a i n -
ing to your d i s t r i c t a g a i n s t your r eco rds and a d v i s e the Board as soon as 
p r a c t i c a b l e whether or not any c o r r e c t i o n s or a d d i t i o n s a r e necessary t h e r e i n . 

There a r e a l s o enc losed f o r your in fo rmat ion cop ies of t a b l e s which w i l l 
appear in the for thcoming January i s sue of the Fcdfiral Reserve B u l l e t i n , sum-
mariz ing bank suspens ions dur ing 1930, by d i s t r i c t s and by s t a t e s . The number 
of bank suspens ions and the number of suspended banks reopened dur ing the year 
1930, in each s t a t e in your d i s t r i c t , accord ing to our r e c o r d s was as f o l l o w s : 

Banks Suspended 
Banks 

Sta t e N a t i o n a l S t a t e I*em. Nonmember P r i v a t e Total Reopened 

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 k i n d l y have the above f i g u r e s checked 
a g a i n s t your r eco rds and advise us whether or not they a r e in agreement t h e r e -
wi th . In n o t i f y i n g us of d i f f e r e n c e s , k i n d l y g ive the name, l o c a t i o n , c a p i t a l , 
and d e p o s i t s of each bank which should be added or e l i m i n a t e d . The names of 
the banks inc luded i n the above summary may be a s c e r t a i n e d by r e f e r r i n g to the 
l i s t s of bank suspens ions f u r n i s h e d to you f o r checking purposes each month, 
as the summary i s based on such monthly s t a t emen t s a f t e r t ak ing i n t o con-
s i d e r a t i o n the c o r r e c t i o n s t h e r e i n which a re r e g u l a r l y shown on the l a s t page 
of the s t a t emen t s . 

Very t r u l y yours , 

E. L. Smead, Ch ie f , 
Div i s ion of Bank Opera t ions . 

Enclosure 
LETTER TO ALL FEDERAL RESERVE AGENTS* 
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FEDERAL RESERVE BOJfPW#i%' 1931. 
B - Z L 5 . 

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 SUBJECT: Debi ts to I n d i v i d u a l Accounts . 
THE FEDERAL RESERVE BOARD 

Dear S i r : 

I n compil ing monthly f i g u r e s of d e b i t s to i n d i v i d u a l accounts 
from weekly r e p o r t s r e c e i v e d i n 1931» the f i g u r e s f o r each c i t y f o r 
those weeks which do no t f a l l e n t i r e l y wi th in a given month w i l l , as 
i n the p a s t , be p r o r a t e d on the b a s i s of a c t u a l b u s i n e s s days. By 
r e f e r e n c e to d a t a a v a i l a b l e a t the Board ' s o f f i c e s '.re f i n d t h a t the 
r e p o r t weeks i n 1931 which begin i n one month and end i n a n o t h e r , i . e . , 
the r e p o r t weeks f o r which the f i g u r e s must be p r o r a t e d between two 
months, c o n t a i n the fo l l owing days observed as ho l i days i n the s t a t e s 
s p e c i f i e d : 

MARCH 2 - Texas 

MAY 30 - D i s t r i c t of Columbia and a l l s t a t e s except Alabama, 
Georgia , Lou i s i ana , M i s s i s s i p p i , North Ca ro l i na , South Caro l ina . 

JUNE 3 - Alabama, F l o r i d a , Georgia, Lou i s i ana , M i s s i s s i p p i , 
South Ca ro l i na , Tennessee, Texas, V i r g i n i a . 

AUGUST 1 - Colorado 

OCTOBER 31 — Nevada 

NOVEMBER 2 - Lou i s i ana ( i n c i t i e s and towns where p o p u l a t i o n 
exceeds 6 ,000) 

NOVEMBER 3 - New J e r s e y , New York, Pe tmsylvania , V i r g i n i a 

NOVEMBER 26 — A l l s t a t e s and the D i s t r i c t of Columbia 

JANUARY 1, 1932 - A l l s t a t e s and the D i s t r i c t of Columbia 

I n case the above l i s t i s no t c o r r e c t f o r any of the s t a t e s i n 
1 your d i s t r i c t o r t h e r e a r e any a d d i t i o n a l ho l idays observed l o c a l l y 

by c i t i e s foir which d e b i t s f i g u r e s a r e pub l i shed by the Board, 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 f u r n i s h the Board wi th a c o r r e c t e d l i s t a t 
your e a r l y convenience. 

v Very t r u l y y o u r s , 

E. L. Smead, Ch i e f , 
Div i s ion of Bank Opera t ions . 

TO ALL F. R. AGENTS# Digitized for FRASER 
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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 

January 27, 1931 • 
B-228. 

SUBJECT: Corrections in Weekly Statements* 

Dear S i r : 

For your information, and in order that correct compa-
rat ive figures may "be published in the consolidated weekly con-
dition statement of the Federal reserve hanks for 1931, if i s -
sued at your hank, the to are shown below corrections made in 
the weekly Federal reserve hank press statements issued during 
1930, which were received too l i t e to be shown in the compara-
tive column of the following week's statement and of which you 
have not heretofore been advised: 

O HM SEP 

From To 

(In thousands of dollars) 

October 15 - All other resources 
Total resources 
All other l i a b i l i t i e s 
Total l i a b i l i t i e s 

22 - All other resources 
Total resources 

, All other l i a b i l i t i e s 
Total l i a b i l i t i e s 

11,752 
5,104,785 

15,246 
5,104,785 

12,124 
4,894,984 

15,926 
4,894,984 

13,498 
5,106,531 

16,992 
5.106,531 

13,774 
4,896,634 
, 17,576 
4,896,634 

Very truly yours, 

B. L. Smead, Chief, 
Division Of Bank Operations. 

TO ALL FEDERAL RBSSEtVE AGENTS* Digitized for FRASER 
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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 

January 29, 1931. 
Bt-236. 

SUBJECT: Preliminary c lass i f ica t ion of loans 
and investments of member banks as 
of December 31. 1930. 

Dear S i r : 

There is enclosed herewith for your informa-
tion a copy of a memorandum and statement prepared 
for the Board with respect to changes in the loan and 
investment account of member "banks during the past 
quarter and the l a s t 2 years, as disclosed by the De-
cember 31 ca l l reports. The December 31 figures as 
given in the statement are "based on the preliminary 
data furnished "by the Federal reserve agents in r e -
sponse to the Board's l e t t e r St, 6838 of December 18. 

The f igures shown in the enclosed statement 
will be published in the forthcoming February issue 
of the Federal Reserve Bulletin, but in the meantime 
they are given to you for your confidential use. 

Very truly yours* 

E, L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 
TO ALL GOVERNORS AND 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 

January 30, 193% B-237 
SUBJECT? Weekly Member Bank Statement , 

Form S t . $1. 

Dear S i r : 

Since January 192$ i t h a s begn our p r a c t i c e , a s you know, to show 
the f i g u r e s in the weekly c o n d i t i o n s ta tement of r e p o r t i n g member "banks 
i n l e ad ing c i t i e s in m i l l i o n s , i n s t e a d of in thousands of d o l l a r s a s 
was the p r a c t i c e b e f o r e t h a t t ime. The t e l e g r a p h i c and mai l r e p o r t s 
of the Federa l r e s e r v e agen t s to the Board, however, s t i l l show a l l 
f i g u r e s , i n c l u d i n g d i s t r i c t t o t a l s , in thousands of d o l l a r s . I t would 
be much more convenien t and reduce the work of the t e l e g r a p h o f f i c e i f 
the d i s t r i c t t o t a l s were r e p o r t e d to the Board in m i l l i o n s of d o l l a r s 
i n the f i r s t i n s t a n c e , and 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 k i n d l y 
so r e p o r t the t o t a l s h e r e a f t e r . In order to guard a g a i n s t e r r o r s i n 
t r an smi s s ion , 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 have the f i g u r e s a d -
j u s t e d i n t o m i l l i o n s in such a way t h a t the s e v e r a l loan and investment 
i tems w i l l add e x a c t l y to the s u b - t o t a l s of loans and inves tments , and 
t h a t these s u b - t o t a l s toge the r with the o the r i tems w i l l add to the 
t o t a l of i tems t e l eg raphed (code BOWL). ^ On the d e t a i l e d working shee t 
forwarded to the Board, which should be i n thousands of d o l l a r s a s a t 
p r e s e n t , the f i g u r e s in m i l l i o n s as t e l eg raphed should be shown imme-
d i a t e l y below the d i s t r i c t t o t a l in thousands. 

The comparison of the c u r r e n t week 's r e p o r t of each bank w i t h 
f i g u r e s f o r the p r ev ious week, which i s now being made r e g u l a r l y by the 
F e d e r a l r e s e r v e a g e n t s , toge the r w i t h . t h e p e r i o d i c check a g a i n s t the 
q u a r t e r l y c a l l r e p o r t s , h a s r e s u l t e d in the prompt d e t e c t i o n of most 
e r r o r s , thus reduc ing very m a t e r i a l l y the number of c o r r e c t i o n s t h a t 
have been made in p u b l i s h e d f i g u r e s . - I t i s hoped t h a t i n the f u t u r e 
i t w i l l r a r e l y be necessa ry to make r e v i s i o n s in the weekly member bank 
cond i t i on f i g u r e s a f t e r such f i g u r e s have been r e p u b l i s h e d i n the Fed-
e r a l Reserve B u l l e t i n . 

Very t r u l y yours , 

E. L. Smead, Chief , 
Div i s ion of Bank Opera t ions . 

TO ALL FEDERAL RESERVE AGENTS* Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

February 13, 1931 
B - 248 

SUBJECT: Condition of member banks 
as of December 31. 1930. 

Dear S i r ; 

For your in format ion the re i s enclosed herewith a 

s ta tement showing the r e sources and l i a b i l i t i e s of a l l member 

banks i n each Federa l reserve d i s t r i c t as of December 31,1930, 

a l s o a s t a tement g iv ing a c l a s s i f i c a t i o n of loans , inves tments , 

depos i t s and borrowings of member banks in each d i s t r i c t on the 

same d a t e . 

The Board ' s Member Bank Cal l Report (No, 50) g iv ing 

d e t a i l e d f i g u r e s by s t a t e s , c i t i e s and c l a s s e s of banks, which 

w i l l inc lude the d a t a shown i n the enclosed s ta tements , w i l l 

be ready f o r d i s t r i b u t i o n e a r l y i n March. 

Very t r u l y yours , 

E. L. Smead, Chief , 
Divis ion of Bank Opera t ions . 

TO ALL GOVERNORS AND FEDERAL RESERVE AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD 
725 

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 

February 24, 1931. 
B-255. 

SUBJECT: Reports of Condition of S t a t e 
Banks and Trus t Companies. 

Dear S i r : 

I t w i l l be g rea t ly app rec i a t ed i f in a c c o r -
dance wi th your u sua l p r a c t i c e you w i l l k ind ly f u r -
n i sh the Federal Reserve Board, as soon as a v a i l a b l e , 
with a copy of the a b s t r a c t of r e p o r t s of cond i t i on 
of s t a t e banks and t r u s t companies i n your s t a t e on 
December 31, 1930. If no c a l l was i s sued as of De-
cember 31, w i l l you kindly advise the da te of c a l l 
n e a r e s t t h e r e t o and f u r n i s h the Board with a copy of 
your a b s t r a c t as of t ha t d a t e , i f you have not 
a l r eady done so . 

In submit t ing the above-mentioned da ta i t 
i s r e q u e s t e d t h a t the number of banks (exc lus ive of 
branch banks) be s t a t e d , and t ha t s epa ra t e f i g u r e s 
be f u r n i s h e d f o r mutual savings banks p rov id ing 
t h e r e a re any such ba iks opera t ing in your s t a t e . 

A f r a n k e d and addressed envelope, r e q u i r -
ing no pos tage , i s enclosed f o r use in t r a n s m i t t i n g 
the d a t a r eques ted . 

Very t r j i l y yours , 

E, 1 . Smead, Chief , 
Divis ion of Bank Opera t ions . 

Enclosure 

TO ALL STATE BAMING DEPARTMENTS* 

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

February 24, 1931. 
B - 2 5 5 * . 

SUBJECT: Reports of Condition of State 
Banks and. Trust Companies. 

Dear Sir; 

It' will be greatly appreciated if in accor-
dance with your usual practice you will kindly f u r -
nish the Federal Reserve Board, as soon as available, 
with a copy of the abstract of reports of condition 
of s ta te banks and t rus t companies in your s ta te on 
December 31. 1930* If no ca l l was issued as of De-
cember 31. will you kindly advise the date of the 
ca l l nearest thereto and furnish the Board with a 
copy of your abstract as of that date, if you have 
not already done so. 

In submitting the above-mentioned data i t 
i s requested that the number of banks (exclusive of 
branch banks) be stated, and that separate figures 
be furnished for mutual savings banks providing there 
are any such banks operating in your s ta te , also that 
the f igures be segregated by Federal reserve d i s t r i c t s . 

A franked and addressed envelope, requiring 
no postage, i s enclosed for use in transmitting the 
data requested. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

•* 

Enclosure 

TO ALL STATE BANKING DEPARTMENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

March 13, 1931. 
B-274. 

SUBJECT: Call Condition Reports of 
Member Banks 

Dear Sir : 

There are being forwarded to you today 
under separate cover copies of Form 105. 
Kindly hold the blank forms a t your bank u n t i l 
receipt of telegraphic notice from the Board, 
whereupon three copies should be mailed to each 
state bank and t rus t company member with the r e -
quest that the forms be held pending receipt of 
a ca l l for condition reports . 

The Board is desirous of obtaining 
again a preliminary c lass i f ica t ion of loans and 
investments of reserve c i ty and of country banks 
in each Federal reserve d i s t r i c t , as was done for 
the l a s t three ca l l s . I t will be appreciated i f 
you will kindly arrange to have such data wired 
to the Board within three weeks from the date • 
designated for the next ca l l report, if pract ica-
ble, in the same form as the data were furnished 
for the l a s t ca l l . I t is suggested that before 
the f igures are telegraphed to the Board they be 
compared with corresponding figures for December 31 
in order to make sure that they are on a compara-
ble basis . 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

TO ALL JBEERAL RESERVE AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

March l4 , 1931. 
B-276. . 

SUBJECT: Member Bank Call Report 
for December 31, 1930. 

Dear S i r : 

We are forwarding to you under separate cover 

copies of the Board's Member Bank Call Report 

Ho. 50, showing the condition of a l l member banks on 

December 31, 1930. Please forward a copy to each 

member hank in your d i s t r i c t that has expressed a 

desire to receive copies of c a l l repor ts as issued. 

Very t ru ly yours, 

E. 1. Smead, Chief, 
Division of Bank Operations. 

TO ALL IE1BRAL RESERVE AGENTS* 

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



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 

March 17, 1931. 
B-277. 

SUBJECT: Monthly report of discount and 
open market operations, Form B-3* 

Dear Sir : 

There i s "being forwarded under separate cover 

a supply of form B-3 (superseding Form A) , "Discount and 

open market operations during the month of " 

for use of your hank beginning with the month of March. 

I t will "be noted that the form cal ls for the 

to ta l discount and open market operations exclusive of 
t 

"bills ^payable in foreign currencies purchased abroad, and 

of United States securi t ies bought for or from the 

System's Special Investment Account. 

Very truly yours, 

B. L. Smead, Chief, 
Division of Bank Operations. 

TO ALL GOVERNORS EXCEPT NEW YORK* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

March 17, 1931. 
B-27S. 

SUBJECT t INinctional Expenses, 
Second Half, 1930. 

Dear Sir : 

There are enclosed herewith 

copies of the consolidated Functional Expense 

Exhibit for the half year ending December 31, 

1930. A copy of the exhibit i s also "being 

mailed to the Governor of the "bank. 

Very truly yours. 

E, L. Sroead, Chief, 
Division of Bank Operations. 

Enclosure. 

LETTER TO CHAIRMAN OF EACH FEDERAL RESERVE BAH* 

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



FEDERAL RESERVE BOARD 

WASHINGTON 

April 11, 1931. 
B-306. 

SUBJECT: Functional Expenses, 
Second Ha l f , 1930. 

Dear Sir: 

In the Functional Expense exhibit for the 

second half of 1930 forwarded to you with our l e t t e r 

B-278 of March 17, the average number of no member 

"banks instead of a l l "banks was given under the head-

ing "Average number of "banks on par l i s t . " Accord-

ingly we have revised page 37 and are enclosing 

herewith copies which may "be substituted for 

the corresponding page in the exhibits furnished you. 

Very truly yours, 

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 

E. '1. Sine ad, Chief, 
Division of Bank Operations. 

Enc losu re s . 

TO CHABMSH OF ALL FEIE3AL RESERVE BAMS* 

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



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 

April 22, 1931 
B-319 

SUBJECT: Preliminary c lass i f ica t ion of loans 
and investments of member "banks as 
of March 25, 1931. 

Dear Sir: 

There i s enclosed herewith for your information a 
copy of a memorandum and statement prepared for the 
Board with respect to changes in the loan and invest-
ment account of member "banks during the past quarter 
and the l a s t 2 years, as disclosed by the March 25 cal l 
reports . The March 25 f igures as ^iven in the s ta te-
ment are "based on the preliminary data furnished "by the 
Federal reserve agents in response to the Board's 
l e t t e r B-274 of March 13. 

The f igures shown in the enclosed statement will 
"be published in the forthcoming May issue of the Fed-
eral Reserve Bulletin, "but in the meantime they are 
given to you fo r your confidential use. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

TO AIL GOVERNORS AND AGENTS* 

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



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 

April 23. I93I 
3-323 

SUBJECT: Branch, Group, and Chain Banking, 
December 31, 1930. 

Dear Sir: 

Enclosed herewith i s a memorandum recently sub-

mitted to the Board on the above subject. While the 

memorandum i s marked "Hot for publication," i t i s ex-

pected that an a r t i c l e summarizing the s t a t i s t i c s on 

t h i s subject wil l be printed in a forthcoming issue 

of the Federal Reserve Bullet in. 

Very t ruly yours, 

E. Ii. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

TO ALL FEDERAL RESERVE AGE33TS* 

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

SUBJECT: Operating Efficiency a t the 
Federal Reserve Banks. 

Dear Sir : 

For your information there i s enclosed. 

herewith a copy of the Board's statement, B-335 

(formerly St. 6231), sent you under date of June 

10, 1930, to which have now been added figures for 

the year 1930. 

This statement indicates for the head o f -

f i ces of the Federal reserve "banks the output per 

employee and per uni t of cost in those departments 

for which a measured service i s shown in the func-

t ional expense reports, Form B. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations, 

Enclosure. 

TO GOVERNORS AND CHAIRMEN OF 
ALL FEDERAL RESERVE BANKS* 

May 19, 1931. 
B-335. 

Digitized for FRASER 
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FEDERAL RESERVE B O A R D 

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 

May 19, 1931. 
B - 3 5 3 . 

SUBJECT: Condition of member "banks 
as of March 25, 1931. 

Dear Sir : 

For your in fo rmat ion t h e r e i s enc losed h e r e -

w i t h a s t a t emen t showing the r e sources and l i a b i l i t i e s 

of a l l member hanks i n each Federal r e s e r v e d i s t r i c t 

a s of March 25. 1931, a l s o a s t a t ement g i v i n g a c l a s s i -

f i c a t i o n of l o a n s , inves tments , d e p o s i t s and borrowings 

of member "banks i n each d i s t r i c t on the sane d a t e . 

The Board* s Member Bank C a l l Roport (No. 51) 

g i v i n g d e t a i l e d f i g u r e s "by s t a t e s , c i t i e s and c l a s s e s 

of "banks, which w i l l inc lude the d a t a shown i n the en -

c l o s e d s t a t e m e n t s , w i l l be ready f o r d i s t r i b u t i o n 

e a r l y i n June . 

Very t r u l y y o u r s , 

E. L. Smead, C h i e f , 
Div i s ion of Bank Opera t ions . 

Enclosure. 

TO ALL GOVERNORS MD FEDERAL RESERVE AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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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 

May a, 1931 
3-358 

SUBJECT: Reports of Condition of State 
Banks and Trust Companies. 

Dear Sir : 

I t will be greatly appreciated if in accor-
dance with your usual practice you wil l kindly f u r -
nish the Federal Reserve Board, as soon as available, 
with a copy of the abstract of reports of condition 
of s ta te banks and t rus t companies in your s ta te on 
March 25, 1931. If no call was issued as of March 
25, will you kindly advise the date of ca l l nearest 
thereto and furnish the Board with a copy of your 
abstract as of that date, i f you have not already done 
so. 

In submitting the above-mentioned data i t 
i s requested that the number of banks (exclusive of 
branch banks) be stated, and that separate f igures 
be furnished for mutual savings banks providing there 
are any such banks operating in your s ta te . 

A franked and addressed envelope, requiring 
no postage, i s enclosed for use in transmitting the 
data requested. 

Very truly yours, 

E. L. Smead, Chief, 
Division of Bank Operations. 

Enclosure 

TO ALL STATS 3A3KISC DEPARTMENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE B O A R D 

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 

May a, 1931 
B-358a 

SUBJECT: Reports of Condition of State 
Banks and Trust Companies. 

Dear S i r : 

I t w i l l "be g r e a t l y a p p r e c i a t e d i f i n a c c o r -
dance with your u s u a l p r a c t i c e you w i l l k i n d l y f u r -
n i s h the Federa l Reserve Board, as soon as a v a i l a b l e , 
wi th a copy of the a b s t r a c t of r e p o r t s of c o n d i t i o n 
of s t a t e banks and t r u s t companies i n your s t a t e on 
March 25, 1931* I f no c a l l was i s s u e d a s of March 25, 
w i l l you k i n d l y adv i se the d a t e of t h e c a l l n e a r e s t 
t h e r e t o and f u r n i s h the Board with a copy of your 
a b s t r a c t as of t ha t da t e , i f you have not a l r e a d y done 
so . 

In submi t t ing the above-mentioned d a t a i t 
i s r eques t ed t h a t t h e number of banks ( e x c l u s i v e of 
b ranch banks) be s t a t e d , and t h a t s e p a r a t e f i g u r e s 
be f u r n i s h e d f o r mutual savings banks p r o v i d i n g t h e r e 
a r e any such banks ope ra t i ng i n your s t a t e , a l s o t h a t 
the f i g u r e s be seg rega ted by Federal r e s e r v e d i s t r i c t s . 

A f r a n k e d and addressed envelope, r e q u i r i n g 
no p o s t a g e , i s enc losed f o r u s e i n t r a n s m i t t i n g the 
d a t a r e q u e s t e d . 

Very t r u l y you r s , 

E. L. Smead, C h i e f , 
Div i s ion of Bank Opera t ions . 

Enclosure 

TO AIL STATE BASKING DEPARTMENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

May 29, 1931. 
B-366. 

SUBJECT; Payment of Dividends on 
June 30, 1931 • 

Dear Sir: 

In accordance with established prac-

t ice please submit at your early convenience a 

ce r t i f i ed copy of the resolution of your Board 

of Directors' with reference to the payment of 

the semi-annual dividend to member "banks on 

June 30. 

Very truly yours, 

B. M. McClelland, 
Assistant Secretary. 

10 CHAIRMEN OF ALL BASKS EXCEPT CHICAGO* 

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

June g, 1931. 
B-368 

SUBJECT: Changes in Manual of I n s t r u c t i o n s , Form E. 

Dear S i r : 

There a re enclosed herewi th copies of each of t h e f o l l owing 
pages of t h e Manual of I n s t r u c t i o n s governing t h e p r e p a r a t i o n of f u n c -
t i o n a l expense r e p o r t s which have been r e v i s e d e f f e c t i v e as of January 1, 
1931 • 

Pages 1 - 2 Pages 21 Pages 38-39 
" 5-6 " 28 " 52-53 
" 11 « 33 " 63 
« 16-17 » 35-36 " 71-77 

The r e v i s i o n s conta ined i n t h e a t t a ched pages of the Manual a re 
summarized "below and the necessa ry changes w i l l "be made on Form E when 
i t i s r e p r i n t e d . 

Pages 1 and 5 . The cos t of p repa r ing s p e c i a l r e p o r t s r eques ted 
by t h e Federa l Reserve Board o r by Congress should be charged to t h e u n i t 
i n which the r e p o r t s a r e prepared provided t h e budget i s s u f f i c i e n t l y 
l a r g e to cover t h e a d d i t i o n a l expense . Otherwise, t h e charge may be made 
to General Overhead-Cont ro l lab le , Al l Other expense u n i t a g a i n s t an 
a p p r o p r i a t e c a p t i o n , 

Page 1 . S o - c a l l e d " e f f i c i e n c y p r i z e s " should be inc luded wi th 
s a l a r i e s . 

Page 5 . The assessments made by t h e Fede ra l Reserve Board to cover 
the c o s t of p r i n t i n g t h e pa r c o l l e c t i o n l i s t should be charged to General 
Overhead - C o n t r o l l a b l e , i l l Other expense u n i t , 

Page 5 . The time of employees l e n t t o a s s i s t the Fede ra l Reserve 
Board examiners should be charged t o General Overhead - C o n t r o l l a b l e , Al l 
Other expense u n i t . 

Page 6 . The i t em "Shipping charges on Gold Coin and Gold C e r t i f i c a t e s 
f rom U. S. min t s" h a s been e l i m i n a t e d . 

Page 11 . T rave l ing expenses of employees t r a n s f e r r e d f rom one o f f i c e 
to ano the r f o r permanent assignment should be inc luded i n t h e Hi r ing 
Employees and Employees' Records u n i t . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
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Pages 2. 16 and 17. The changes on these pages have "been made with a 
view to excluding from the word count in the Telegraph unit of the head 
off ice * the number of words relayed fo r tlys "branches and also to indicate 
that the "branches should he charged with their proportion of the number of 
main l ine leased wire operators as well as the i r proportion of the expense* 

Page 2L. The time of guards assigned to the protection of messengers, 
registered mail clerks, e t c . , while on the s t ree t should be charged to the 
Protection un i t . * 

Page 28. The cost of maintaining insurance records should "be charged 
to the Insurance function as indicated. 

Page 33. The "bank's allotment of "bills payable in foreign currencies 
should not he included in item 7: "Pieces of paper purchased in open market 
for own account. " References to "Form A" have "been changed to "Form B-3." 

Page 35. The hank's par t ic ipat ion in securi t ies purchased and sold by 
the Executive Committee of the Open Market Policy Conference should not he 
included in the item "Purchase and sale of securi t ies fo r own account. ™ 

Page 36. The item "Shipping" has "been eliminated from the operations 
of the Vault Custody uni t as such expenses (except for Fiscal Agency and 
currency and coin shipments) are chargeable to the Registered Mail and 
Express un i t . 

Page 38 and 39* No credit should he taken in the item count of the 
Currency - Receiving and Sorting Unit for verifying b i l l s by f inger count 
and then storing them fo r subsequent sorting and counting. 

Page 52. The count of non-cash items, including coupon collections, 
sent direct by members, should represent the number, of payments plus the 
number of items returned unpaid as reported by other Federal reserve banks. 

Page *53. In arriving at the count in the Coupon Collections (except 
Government) un i t , each coupon envelope should be counted as one item. 

Page 63. A new uni t has been added to provide for showing separately 
expenses incurred in connection with the operations of the Federal Farm Board. 

Pages 71-77. Changes on these pages were made to bring the items into 
agreement with corresponding items on Form 96 which was revised as of 
January 1, 1931. 

Very truly yours, 

E. L, Smead, Chief, 
Division of Bank Operations. 

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



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 

June 5i 1931. 
B-375. 

SUBJECT: lieriber Bank Call Report 
for March 25, 1931• 

Dear Sir: 

We are forwarding to you under separate 

cover copies of the Board's Member Bank T 

Call Report 2To. $1, showing the condition of a l l 

mniber "bonks on March 25, 1931* Please forward 

a copy to each member bank in your d i s t r i c t that 

has expressed a desire to receivc copies of ca l l 

reports as issued. 

Very truly yours, 

E. L. Snead, Chief, 
Division of Bank Operations. 

$0 ALL FEDERAL ?u5S'2RVD AGENTS• 

Digitized for FRASER 
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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 

June 10, 1931 
B-37S 

7 4 2 

SUBJECT: Group Life Ins tance 

Dear Sir : 

In connection with the recommendation of the recent Governors' 
Conference regarding group l i f e insurance, i t wi l l "be appreciated 
if you will kindly furnish the Board at your early convenience with 
the following: 

1 . Copies of any group l i f e insurance pol ic ies taken out since 
your reply to Board's l e t t e r X-4818 of March 28, 1927 and of a l l 
r iders or endorsements attached since that time to group l i f e in -
surance pol icies now in e f f ec t . 

2 . Average gross premium paid per thousand dollars of insurance 
currently and during the preceding year, together with copies of 
"age dis t r ibut ion and average rate" computations fo r these years as 
furnished "by the insurance company. 

3 . (a) Amount of dividends, i f any, received during the current 
and the preceding year, (b) net cost of insurance carried exclusively 
by the bank, (c) aggregate net payments by o f f i ce r s and employees 
for additional insurance, and (d) net contribution, if any, of bank 
towards such additional insurance. 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

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

June 13, 1931. 
3-382. 

SUBJECT: Call Condition Reports of 
Member Banks 

Dear Sir : 

There are "being forwarded to you today 
under separate cover copies of Form 10$. 
Kindly hold the "blank forms a t your "bank .until 
receipt of telegraphic notice from the Board, 
whereupon three copies should he mailed to each 
state "bank and t rus t company member with the r e -
quest that the forms he held pending receipt of 
a c a l l for condition reports. 

The Board is desirous of obtaining 
again a preliminary c lass i f ica t ion of loans and 
investments of reserve c i ty and of country "banks 
in each Federal reserve d i s t r i c t , as was done for 
the l a s t four ca l l s . I t will he appreciated if 
you wil l kindly arrange to have such data wired 
to the Board within three weeks from the date 
designated for the next ca l l report, i f pract ica-
ble , in the same form as the data were jftirnished 
for the l a s t ca l l . I t i s suggested that before 
the f igures are telegraphed to the Board they be 
compared with corresponding figures for March 25 
in order to make sure that they are on a compara-
ble bas is . 

Very truly yours, 

E. M. McClelland, 
Assistant Secretary. 

TO ALL FEDERAL BBSEHVI AGENTS* 
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



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 

June 13, 1931. 
B-3S3 

SUBJECT: Earnings, Expenses and. Dividends 
Reports of State Bank Members. 

Dear S i r : 

There are being forwarded to you today 

under separate cover copies of form 107 fo r 

use of State Bank members in submitting their 

reports of earnings, expenses and dividend, pay-

ments fo r the six months ending June 30, 1931* 

Very t r u l y your s , 

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 

WASHINGTON J u n e % , 1931. 
ADDRESS OFFICIAL CORRESPONDENCE TO B—39 <-• 

THE FEDERAL RESERVE BOARD 

SUBJECT: Monthly reports of deposits of 
membor "banks. 

Dear S i r : 

As you wil l recal l your monthly report of 
deposits of member banks, form St. 6o44 fo r January 
1931, was accompanied, as requested in Board's l e t -
te r St. 6751 of October 6, 1930, with & l i s t of 
c i t i e s added to or deducted from the population 
group under 15,000, together with figures of net 
demand and time deposits in each of such c i t i e s dur-
ing the month of January. 

The effect of the change to the 1930 census 
basis on the f igures of deposits of member "banks in 
centers having a population under 15,000 was somewhat 
greater than had been anticipated and i t i s believed, , 
therefore, that f igures on the old basis should be 
available throughout the current year. I t wi l l be 
appreciated, therefore, if your current monthly r e -
ports for June to December are accompanied with s t a t e -
ments similar to the one accompanying your January r e -
port and if in addition, at your convenience, you will 
furnish a statement showing l ike information for 
February to May, inclusive. 

Very t r u l y y o u r s . 

E. L. Smead, Chief, 
Division of Bank Operations. 

TO ALL FEDERAL RESERVE AGENTS* 

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