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X-7739

INTERPRETATION OF BANKING ACT OF 1933
(Copies to be sent to all Federal Reserve Banks)
December 22, 1933

Mr.

Dear Sir:
Consideration has been given to your application for per-

nission, pursuant to Section 32 of the Banking Act of 1933, to serve

as a trustee of the Trust Coupany of , ,

and as a director of the Corporation, "
It appears that the Corporation was organized

by the late Mr. for the purpose ef making gifts to or

trusts for certain of his nephews and nieces; that he transferred
various stocks and bonds to the Corporation and received therefor the

notes and stocks issued by the Corporation; that you and

Trust Company of now hold all of the outstanding notes and
stock of the Corporation in trust for certain nephews and nieces of

Mr. s that the Corporation is empowered to buy, hold and sell

property, including stocks and bonds; that most of the securities now
owned by it represent the same properties as were transferred to it
upon its organization, since it has never been its custom to make nany
changes in its investments; that it has purchased no securities what-
ever since May, 1925, except, on three occasions, United States
Treasury short-term certificates or notes, and except for exercising

its right, as stockholder, to subscribe to stock; and that, since
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September, 1926, it has sold no securities except one comparatively

small block of stock which it had owned for many years, and except

certain "rights' received by it as stockholder in other corporations.
In view of the facts disclosed in your application, it ap—

pears that _ Corperation is not a ccrporation "engaged

primarily in the buciness of purchasing, selling, or negotiating .
securities™, within the meaning of Section 22 of the Banking Act of
1933; and that, therefore, no permit is required under the provisions
of that section covering your service as director of that Corporation

and as trustee of the Trust Cowpany of .

Very truly yours,

(Signed) Chester Morrill

Chester Morrill,
Secretery.
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- FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-7740
January 4, 1934

SUBJECT: Code Word Covering New Issue
of Treasury Bills.

Dear Sir:

In connection with telegraphic transactions in
Government securities between Federal reserve banks, the code
word "NOXGEE" has been designated to cover a new issue of
Treasury Bills, dated January 10, 1934, and maturing April 11,
1934.

This word should be inserted in the Federal Reserve
Telegraph Code Book, following the supplemental code word
"NOXGAT" on page 172.

ery truly yours,

&. C. Noell,
Assistant Secretary.

TO GOVERNORS OF ALL F. R. BANKS.
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IOTERPRETATION OF BAVKING ACT OF 1933

(Copies to be sent to all Federal Iaserve Brri-g)

- Jarmaary 4, 1934
Honorable Jesse H. Jones, Chairman,
Reconstruction Finsnce Corporation,
Washington, D. C.
Dear Mr. Jones:

This is in reply to your letter rccrntly received =hi.i
was addressed to the Governor of the Twl~ral Tzserve Board and in
which you request an expressisn of the view of the Board with
respect to the question whether the Reconstruction Finance Corpora~
tion is to be regarded as a holding company affiliate of member banks
in which it is a majority shareholder.

| You are advised that it is the view of the Federal Reserve
Board, after careful consideration of this question on another
occasion, that the Recounstruction Finance Corporation is not a
"holding company affiliate" of a umewber bank in which it owns the
majority of the éapital stock, within the meaning of Section 2 (¢)
of the Banking Act of 1933.

Very truvly yours,

(Signed) Chester Morrill

Chester Morrill, .
Secretary.
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INTERPRETATION OF BANKING ACT OF 1933

(Copies to be sent to all Federal Reserve Banks)

January 4, 1934
Honorable J. F. T. O'Connor,
Comptroller of the Currency,
Washington, D. C.
Dear Mr. O'Connor:

This refers to your letter of August 15, 1933, regarding the
payment of interest by mewber banks of the Federal Reserve System on
deposits of receivers of insolvent State or national banis which are
payable on demand.

You stated that it has been the custom of your office to per-
mit national banks to pledge assets as collateral security for deposits
of receivers of State Banks in certain States, on the theory that such
deposits are "public woney of a State or any political subdivision
thereof" within the intent of U.S.C., Title 12, Section 90, as amended
June 25, 1930, which authorizes national banks to give security for the
safekeeping and prompt payment of such money; and you called attention
to the fact that footnote 2 of the tentative draft of Regulation Q,
then pending before the Federal Reserve Board, provided that deposits
of receivers of insolvent State or national banks are not deposits of
"public funds" made by or on behalf of any State, county, school dis—
trict or other subdivision or municipality within the meaning of the

provision of Section 19 of the Federal Reserve Act which excepts de—

posits of such public funds from the prohibition upon the payment of
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Hon. J. F. T. O'Connor

interest on deposits payable on demand. You suggested that to hold
that a national bank may pledge collateral security for deposits of
a receiver of a State bank on the theory that his deposits are public
money and at the same time to hold that the bank may not pay interest
on such deposits because they are not public funds may be inconsistent.

Upon receipt of your letter expressing your views on this
subject and since it referred only to a'provision of a footnote con-
taining an interpretation of the law, the above-mentioned provision
in the tentative draft of Regulation Q with regard to deposits of
receivers of insolvent State or national banks was eliminated there-.
from and does not appear in the regulation as it was approved and be-
came effective on August 29, 1933; but the Board felt, and after fur-
ther consideration of the subject still feels, that the statement on
this subject which was contained in the tentative draft of the Regu~
lation correctly interpreted the provisions of Section 19 of the Fed~
eral Reserve Act,

It is to be observed that the provision of the National Bank
Act relating to the securing of deposits in national banks and the pro-
vision of Section 19 of the Federal Reserve Act in questioﬁ were enacted
at different times and for different purposes, and, accordingly, it
would seem that similer phrases in the two statutes are not necessarily
intended to be given precisely the same meening. As you know, the
courts have held that national banks had authority to pledge their assets

to secure public deposits before the enactment of the amendment of
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Hon. J. F. T. O!Connor

June 25, 1930, and the decision in the case of Royall v. Griffin, in
the District Court of the United States, excerpts from which you in-
closed with your letter, indicates that a national bank would have

had authority to pledge assets to secure a deposit of the receiver of
a State bank before the enactment of this amendment. In such circum-—
stances, it may well be that national banks have authority to give
security for deposits of funds which would not constitute public funds
within the meaning of other provisions of the law. The provision of
Section 19 of the Federal Reserve Act in question, however, is an ex-
ception to a comprehensive prohibition upon the payment of interest

on deposits payable on demand and, in accordance with established rules
of statutory construction, it would seem that the exception may not be
liberally construed.

Consideration has been given to the legal authorities cited
in your letter with regard to the meaning of the words "public funds".
Several of these cases involve the question whether certain funds held
by a public officer should be entitled to the protection against loss
which is afforded by the bond required of him and such cases are not
believed to be determinative of the question what are public funds
within the meaning of the exception to the prohibition upon the pay-
ment of interest on deposits payable on demand in Section 19 of the
Federal Reserve Act. In this connection, however, the Board invites
your atteation to the following cases which indicate that funds held
by a public officer in his official capacity are not for that reason

necessarily public funds: Xiernan v. Cleland, 47 Idaho 200, 273 Pac.
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Hon. J. F. T. O'Connor

938 (1929); Sturtevant Company v. O'Brien, 186 Wis. 10, 202 N.W. 324

(1925); Austin v. Fox, 1 S.W. (2d) 601 (Texas 1928) and 297 S.W. 341.

It is important to note in this connection also that, in
order that deposits may come within the exception in question in Sec~
tion 19 of the Federal Reserve Act, they rust not only be deposits
of public funds, but must be made by or on behalf of a State, county,
school district or other subdivision or municipality; and it is
seriously questionable whether deposits of funds of receivers of
State banks could properly be said to be made b& or on behalf of any
State, county, school districtlér other'subdivision or municipality
within the meaning and intention of the statute.

After carefully considering this subject again, therefore,
in the light of the comments contained in your letter, it is the
view of the Board that deposits of receivers of insolvent State or
national banks which are payable on demand are not excepted from the
prohibition of Section 19 of the Federal Reserve Act upon the payment
of interest on déposits payable on demand.

Very truly yours,

(signed) Chester Morrill

Chester Morrill,
Secretary.
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LAW:

STANDING COIMITTEZSS OF FEDERAL RESLRVE BOARD
(As of Jenuary 3, 1934)

A=7743 L

EXECUTIVE COMMITIEE:

Governor Black, Chairman
Appointed Members:

Mr. Hamlin

Mr. Liller

Mr. James

ILir. Thomas

Mr. Szymeczak

Mr. Hamlin

is ex=officio a member of

Jane 3 - Feb. 28
Mar. 1 - Apr. 30
May 1 - June 30
July 1 - Aug. 31
Sep. 1 - Oct. 31
Nove 1 = Dec. 31

each of the following Committees)

RESEARCH AND STATISYICS:

lre. Hamlin, Chairman Ire. Killer, Chairman
Iir. Miller Mr. Hamlin
EXAMINATIONS: SALARIES AND EXPE.DITURES OF
Mres Thomas, Chairman FED:RAL RESERVE BANKS:
. iire. James iir. James, Chairman
ure Szymczak
DISTRICT COMLITTEES
Boston: Chicago:
Mr. Hamlin, Chairman lir+ Szymczak, Chairman
Mr. James kre Miller
New York: St. Louis:
Mre Illler, Chairman r. James, Chairman
Mr. Hamlin Iir. Szymczak
Philadelphia: Iinneapoliss:
r. Hamlin, Chairman kr. Thomas, Chairman
Hr. Thomas Mre liller
Cleveland: Kensas City:
kre. Szymczak, Chairman ire. Thomas, Chairman
\ lir, Miller lir. James
Richmond: Dallas:

lr. Hamlin,

Chairman

lr. Szymczak

Atlanta:
ire James,
Mre Hamlin
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X=T7745
INTERPRETATICN OF DBANKING ACT OF 1933
(Copies to be sent to all Federal reserve banks)

January 9, 1934.

Mr. s President,
The Nationael Bank,

. ’
Dear Sir:

Your letter of September 7, 1933, addressed to the Comptrol-
ler of the Currency, regarding certain provisions of the Federal
Reserve Board's Regulation Q, has been referred to the Federal Re-
serve Board for reply.

Your first question relates to a time certificate of de-
posit payable one year from date, but having the following clause
printed on its face:

"In order to comply with the provisions of the Federal Re-
serve Act relative to time deposits, this bank reserves the
right to require thirty days' written notice of withdrawal."

You request to be advised whether such a certificate may be consid-
ered a time certificate of deposit for reserve purposes until actu-
ally paid, and whether interest may be paid on such certificate up
to the date of its maturity. Without én opportunity to examine a
copy of the certificate of deposit in.question the Board is unable
to advise you definitely whether the certificate conforms to the
definition of a time certificate of deposit contained in Regulation
D or Regulation Q. Assuming, however, that the certificate complies

in other respccts with the rcequirements of the regulations on this

subject and that a definite maturity is provided in the ccrtificates
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one year aftor the datc of the deposit, it constitutes a time cer-

tificate of deposit as defined in Regulation Q and intercst may be

paid thercon in accordance with that regulation until the datce of
. maturity; end, in view of the roscrvetion by the bank of the right
to require thirty days' writien notice of withdrawal, a deposit
represented by such a certificate may properly be classified as a
time deposit within the meaning of Regulation D relating to reserve
requirements until such deposit is actually paid. After maturity,
however, the certificate is one with respect to which the bank merely
reserves the right to requirc thirty days' written notice before pay-
ment and, as stated in footnote 4 of Regulation @, while such a cer-
tificate may be classified as a time deposit for computing reserves,
interest may not be paid thereon for the reasons there stated. Ac-
cordingly, if a deposit represented by such a certificate is not
paid at the maturity specified therein, no interest accruing there-
after may lawfully be paid on such deposit but it may be classified
as a time deposit for computing reserves until actually paid.

Attention is invited to the fact, however, that the phrase

"in order to comply with the provisions of the Federal Reserve Act
relative to time deposits" contained in the above-quoted provision

of your certificate is not entirely accurate; for even without the

k4

provision in question a deposit represented by a time certificate
payable one year after date would constitute a time deposit within
the meaning of Regulation § until maturity and within the meaning of

Regulation D until thirty days prior to maturity.

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



-3= X=T7745

You also inquire whether your bank may lawfully pay inter-
est at the rate of 4 per cent per annum on time certificate of
deposit issued by.you subseguent to June 16, 1933. Secticn 19 of
the Federal Reserve Act was amended by the Banking Act of 1933 so
as specifically to require the Federal Reserve Board to limit by
regulation the rate of interest which mey be paid by member banks
on time deposits. The Banking Act of 1923 was enacted June 16,

1933 and it follows es a matter of law that the rate of interest
which mey be paid by a member bank on a time deposit under the terms
of any certificate or contract issued or entered into after that
date may not exceed the rate as limited by the Federal Reserve Board
from time to time pursuant to the statute. The Board in its Regula-
tion Q has limited the rate which may be paid by a member bank on a
time deposit for any period subsequent to Qctober 31, 1933 to 3 per
cent per annum compounded semiannually and, accordingly, no member
bank may pay interest accruing after the latter date on a time de-
posit, at a rate in excess of that prescribed in Regulation Q, under
the terms of any certificate or contract entered into after June 16,
1833, even though such certificate or éontract may provide for the
payment of interest at a rate in excess of that stated.

In this connection, it is suggested, in order thet depositors
may have actual knowledge that the rate of interest stated in your
time certificates of deposit is subjeet to such modification as may
be nécessary to conform to the ratc on time deposits as limited or

prescribed by the Federal Reserve Board from time to time under the
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law, that you include in certificates hereafter issued a provision
substantially in the following forms:

"The rate of interest payable hereunder is subject to change
by the bank to such extent as may be necessary to comply with
requirements of the Federzl Reserve Board made from time to
time pursuant to the Federal Reserve Act."

With reference to your third question, the Federal Reserve

Board is of the opinion that since a mewber bank is forbidden by
law to pay intercst on a deposit which is payable on demand, it may
not lawfully pay interest for the period intervening betwecn the
maturity date of a certificate of deposit and the date on which a
renewal certificate of deposit is actually issued, even though such
renewal certificate is dated back to the date of maturity of the
original certificate.

You further request to be advised under what conditions a

loan to the omner of a time deposit will be deemed to be made "in
good faith." As you know, footnote 7 under Section IV of Regulation
Q provides that the making of a loan to the owner of a time deposit
by a member bank for the purpose of evading the prohibition upon the
payment of a time deposit by a member bank before its maturity will,
to the extent of such loan, be deemed to be a payment of such deposit
in violation of the prohibition. It is not believed that any general
rule can be prescribed as to whether a loan is made in good faith or
for the purpose of evading the prohibition in question; and each case

should be determined on the basis of its own particular facts. It

would not be practicable for the Federal Reserve Board to undertake
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to determine in individual cases questions submitted to it by member
banks as to whether loans made in particular circumstances are loans
for the purpose of evading the prohibition upon the payment of a
time deposit by a member bank before its maturity; and the Board
feels that these are questions upon which each member bank should
exercise its best judgment in the light of the provisions of the law
and the regulation. As indicated in the regulation, in any case in
which a loan is made to the owner of a time deposit by a member bank,
the bank must be prebared to show clearly that it was made in good
faith and not for the purpose of evading such prohibition.
Very truly yours,
(Signed) Chester Morrill

Chester Morrill,
Secretary.
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FEDERAL RESERVE BOARD

WASHINGTON ,

-

: 15

ADDRESS OFFICIAL CORRESPONDENCE TO ;{- '7 74 6
THE FEDERAL RESERVE BOARD

January 10, 1934.

SUBJECT: Discounts for Individuals, Partnerships
and Corporationse.

Dear Sir:

The authority granted by the Federal Reserve Board to all
Federal reserve banks in its circular of July 26, 1932 (X-7215a), as
amended by its letter of Juiy 14, 1933 (X~-7497), toAdiscount eligible
notes, drafts and bills of exchange for individuals, partnerships and
corporations, subject to the provisions of the law, the Board's regu-
lations, and that circular, will expire at the close of business on
January 31, 1934. The Board_has decided to extend such authorization
for an additional six months, and, accordingly, has amended section II
of its circular of July 26, 1932 (X-7215a), to read as follows:

"AUTHORI ZATION BY THE FEDERAL RESERVE BOARD.

The Federal Reserve Board, pursuant to the power conferred
upon it by the amendment hereinbefore quoted, hereby authorizes
all Feceral reserve banks, for a period ending at the close of
business on July 31, 1934, to discount eligible notes, drafts and
bills of exchange for individuals, partnerships and corporations,
subject to the provisions of the law, the Board's regulations,
and this circular."

Very truly yours,

Chester Iorrill.
Secretary.

TO CHAIRMAN AND GOVERNORS OF ALL F. R. BANKS.
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FEDERAL RESERVE BOARD
WASHINGTON

w
‘ 16
ADDRESS OFFICIAL, CORRESPONDENCE TO :
‘THE FEDERAL RESERVE BOARD -
X-7747

January 10, 1934.

SUBJECT: Applications under Clayton Act.

Dear Sir:

In connection with a number of applications under the Clay=-
ton Act which have been submitted to the Board recently, it has been
noted that only partial answers have been made to question lios 1l on
Form 94b, "Report of Federal Reserve Agent". That question: calls
for information as to (a) the condition of esch of the benks involved
in the application located in your.district, (b) the character of the
menagement of each of such banks, and (c) the extent of the appli-
cant's responsibility therefor in the case of each of such banks.

One or more of these items have not been covered in several cases.
Your particular attention is directed to item (c), which is of spe-
cial importence. The information called for by question No. 11
should be furnished respecting non-member barks as well as member
banks involved in the application. In view of the fact that the
Board is authorized to grant a permit only if in its judgment it is
not incompatible with the public interest, the information called for
is necessary with respect to all of the banks involved in the appli-
cation in order that the Board may be in a position to determine
whether a permit should be granted.

It has also been found, occasionally, thet an applicant who
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is serving as officer and director of a particglar bank applies for
a permit covering his service as director only, or as officer only.
The Board usually will not issue permits covering services other
than those named in the application, and it is therefore suggested
that, if in any case you find that the application does not specify
all the positions in which the applicant desires to serve, you ob-
tain the proper amendment to the application before it is submitted
to the Board.

Very truly yours,

Chester Morrill,
Secretary.

TO ALL FEDERAL RESERVE AGENTS.
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FEDERAL RESERVE BOARD

WASHINGTON
X-7748

ADDRESS OFFICIAL CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD

January 11, 1934.

SUBJECT: Changes in Inter-District Time Schedules.

Dear Sir:
Upon agreement between the Federal Reserve banks affected,
the Federal Reserve Board has approved the following changes in

the inter-district time schedules of cash items:

St. Louis to Nashville 1 day 2 days
" " U1 Paso 3 days
" " Los Angeles
Little Rock to Richmond
" " El Paso
Louisville to Pittsburgh
" "  Denver
" " San Antonio
" " El Paso
San Francisco
" " Portland
Memphis to New York
" " El Paso
Los Angeles
" " Salt Leke City
" " Portland
K Spokane
" " Seattle
New York to Memphis
Pittsburgh to Louisville

" "

DTGP DWW T WG W KD
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Very truly yours,

‘eﬁﬂ,a,ta, }Y) m/u;ee

Chester Morrill,
Secretary.

TO ALL GOVZRNORS
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FEDERAL RESERVE BOARD

‘-WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD
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X-T7749
January 12, 1934.

SUBJECT: Code Word Covering New Issue
of Treasury Bills.

Dear Sir:

In connection with telegraphic transactions in
Government securities betweon Federal reserve banks, the
code word "NOXGEM" has been designated to cover a new is-
sue of Treasury Bills, dated January 17, 1934, and matur-

ing April 18, 1934.

This word should be inserted in the Federal Reserve

Telegraph Code Book, following the supplemental code word

"NOXGEE" on page 172.

Very truly yours,

Je« Ce Noell,
assistant Secretary.

TO GOVERNORS OF ALL F. Re BAWKS

Federal Reserve Bank of St. Louis

19
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FEDERAL RESERVE BOARD 2

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD
- X-7750

Digitized for FRASER

January 15, 1934.

SUBJECT: Applicability of Section 8A of the
Clayton Act to Service to a Federal
Savings and Loan Association.

Dear Sir:

In response to an inquiry the Federal Reserve Board
has ruled that the loans made by a Federal Savings and Loan
Association on the security of its own shares, as authorized
by the pertinent provisions of the Home Owners' Loan Act of
1933, are not the type of loans "secured by stock or bond
collateral" referred to in Section 8A of the Clayton Act:
and that therefore that section does not prohibit a director,
officer or employee of a national bank from serving at the
same time as a director, officer or employee of such a sav-
ings and loan association.

Very iruly yours,

Chester Morrill,
Secretary,

TO AGENTS AT ALL F. R. BANKS.
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INTERPRETATION OF BANKING ACT OF 1933

(Copies to be sent to all Federal reserve banks)

January 6, 1934.

Mr. Isaac B. Newton,
Federal Reserve Agent,
Federal Reserve Bank of San Francisco,
San Francisco, California.
Dear Mr. Newton:
This refers to the letter of the Executive Committee of
your bank, dated December 26, 1933, forwarding to the Board, to-

gether with exhibits, the application of trustees for stockholders

cf the National Bank in , ’ )

for permission to vote stock of the National Bank in

The recitals prefacing the agreement entered into on April
16, 1928, between the applicant trustees and stockholders of the

above named banking association state that:

M * * the parties hereto desire to prevent the control

of said association falling into the hands of any

competitor or any party that may manage said association

for his or its own benefit to the detriment of the interests
of such stockholders of said corporation, and to that end
desire to grant mutual options to each other for the pur-
chase of their interests in shares of the stock thereof as
the same shall exist under the terms of this agreement, and
to have the stock now belonging to them respectively voted
as a unith".

In order to effectuate the purposes of the agreement as so
set forth, it is provided that the agreeing stockholders shall grant
mutual options to each other for the purchase of their interests in

shares of the stock held by them in any case in which a stockholder
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Mr. Isaac B. Newton -2

may receive a bona fide offer from one or more other stockholders to
purchase shares of stock owned by him. It further appears that the
stock held by the agreeing stockholders is to be transferred to

the trustees upon the books of the association; and that such trustees
are empowered to vote the stock so held by them, either as directed
by those who hold the interest in a majority of such shares of stock,
or, failing such direction, as the trustees in their discretion may
deem best for the interests of the association. It also appears

that the trustees are required to issue to each of the agreeing stock-
holders certificates showing the number of shares of the association
held in trust for him subject to the terms of the agreement and that
the trustees are authorized to collect all dividends which may be
declared upon the stock held by them and to distribute such dividends
to the agreeing stockholders in proportion to their respective
interests. Finally, it is provided that the agreement shall be in
force and effect fram the time that it shall have been signed by stock-
holders owning not less than 800 shares in the association until the
expiration of seven years from the date of such agreement.

It does not appear that the trustees under this agreement
have any powers other than those outlined above., They do not deal with
the stock held by them except as specifically authorized by the agree-
ment in order that they may effectuate the desire of the stockholders
to grant mutual options to each other for the purchase of their shares

of stock.
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In these circumstances, it is the view of the Board that
the trust here created does not perform any of the characteristic
functions of a "business trust" and that such trust is not a "corpora-
tion, business trust, association, or other similar organigzation',
within the meaning of Section 2(c) of the Banking Act of 1933, defining

a "holding company affiliate". Accordingly, it is not now necessary

for , and , as trustees

as aforesaid for stockholders of National Bank in )

1

, to obtain a voting permit from the Board
under the provisions of Section 5144 of the Revised Statutes as
amended{ in order that the stockz held in trust by them may be validly
voted and the Board is accordingly not giving coasideration to the ap-
plication filed by them. |

Very truly yours,
(Signed) Chester Morrill

Chester Morrill,
Secretary.
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INTERPRETATION OF BAWKI¥G ACT OF 1933

(Copies to be sent to all Federal reserve banks)

January 11, 1934.

Mr. s

Dear Sir:

I regret that due to the pressure of other matters of urgent
importance arising under the Banking Act of 1933 the Federal Reserve
Board has been unable to make an earlier reply to your letter of
October 3, 1933, regarding the applicability of the Wisconsin State
Deposit Fund Law to funds deposited by the Clerk of the Circuit Court.

The Federal Reserve Board understands that, uader Section
34.06 of the Wiscoasin Statutes, the Wisconsin State Deposit Fund
includes all public deposits, and that such Fund is used solely for
the reimbursement of losses resulting from the failure of any public
depository to repay to a vublic desositor on demand the full amount
of its deposit. It is also understood that every banl: having any
public funds on deposit is required to pay into the State Deposit
Fund at quarterly intervals a sum equal to a certain per cent of the
average daily balance of such deposits, "such sum to be collected Dby
the depository from the depositors". In these circumstances, you
state fhat you have taken tlie position that funds paid into court
pending the outcome of litigation and de.osited with your bank by
the Clerk of the Circuit Court do not constitute fpublic funds",
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and tihat you have, therefore, refused to remit to the State Board of
Deposits the sum required to be paid into the State Deposit Fund.

Section 19 of the Federal Reserve Act as amended provides
that no interest may be paid on any deposit which is payable on demand,
with certain exceptions; and it is the opinion of the Federal Reserve
Board that the phrase "deposits of public funds made by or on behalf
of any State, county, school district or other subdivision or munici-
pality", as used in that section, may not properly be construed as
including deposits of monies paid into State courts by vrivate parties
pending the outcome of litigation. It avpears that, under Section 34.01
of the Wisconsin Statutes, "public deposits" are defined as including
funds deposited by an officer of the State or any county, city, or other
governmental subdivision. However, if there be any inconsistency between
the étate statute and the Federal statute on this subject, the latter
must control; and accordingly, notwithstanding the definition of the
term "public deposits" contained in the Wisconsin Statutes, deposits
of money paid into State courts by private parties pending the outcome
of litigation are not exempt from the prohibition of Section 19 of the
Federal Reserve Act upon the payment of interest on deposits payable on
demand.

The Board understands, however, that under the provisions of
the Wisconsin State Deposit Fund law amounts paid by depository banks

into such fund are collected by them from the depositors. It is the
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view of the Federal Reserve Board that the collection of such sums

from the depositors by charging their accounts or otherwise and the
payment of such amounts iﬁto the State Deposit Fund do not constitute

a payment of interest within the meaning of the Federal Reserve Act *
and, accordingly, unless interest is paid or credited by the banks

on such deposits in connection —ith such collections and payments to
the fund, are not prohibited by that Act.

Very truly yours,
(signed) Chester Morrill

Chester Morrill,
Secretary
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STATEMENT FOR THE PRESS

For immediate release. January 16, 1934,

Mr. E. R. Black, Governor of the Federal Reserve Board, today
issued the following statement:

For the past several weeks there have been conferences between
the President, the Secretary of the Treasury and representatives of the
Reserve System upon two queétions: first, the allocation of the increase
in value of the Reserve System!'s gold consequent upon devaluation, and
second, the transfer of the title to the Reserve System's gold to the
Govermment prior to devaluation. We have fclt that these two questions
were not interdependent.

As to the first question, the Reserve Board, after advising
with the Governors of the Reserve Banks, has felt that the Reserve Banks
should not be the beneficiaries of the enhanced value placed upon their
éold holdings by a purely monetary policy of the Government, but on the
contrary that such enhanced value arising solely through such monetary
policy of the Government should enure to the Government. This feeling
has been based upon the conviction that such enhanced value will result
solely from a governmental policy and not from any action or cffort on
the part of the Reserve Banks. This position has been expressed to the
President.

The second question embracing the matter of title to the gold

of the Reserve Banks has similarly been discussed with the President and
the Secretary of the Treasury by representatives of the Reserve System. The
Digitized for FRASER

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



- 28
-~ X-7753

-2 -
System has felt and has urged that this question was of such large import
as to demand its determination by Congressional legislation.
In line with this position, on December 29th I wrote the Presi-
dent regarding thesc two questions and in the course of that letter set
forth the following reasons for Congressional action:

"First: It relieves what is to me a serious difficulty
presented to the Secretary in the guestion of his right to requisition
gold of the Reserve System under the statute authorizing requisition
of gold in protection of the currency system of the country.

Second: It presents the opportunity to Congress of granting
by Congressional action protection to the Reserve System in event of
future revaluation upward of the dollar.

Third: It gives to Congress the right to allocate the profit
upon gold in the event of devaluation.

Fourth: It leaves to Congress the full gquestion of legisla-
tion relative to the Reserve System and its currency, both creations of
Congress.

Fifth: It will obviate all chances of criticism upon the Re-
serve System and upon the Administration in respect to the problem involved,
and all uneasiness and unrest as to Reserve Banks and their credit and
currency functions.

May I earnestly urge that this Congressional course is the
straight, simple, legal course to all the ends desired.

In conclusion, Mr. President, may I assure you that this sugges-
tion is not written in the selfish interest of the Reserve Banks, but in
the interest of your Administration and of the country, as an evidence of
which I desire to repeat that the question of profit on our gold is not
involved, as I have heard no other suggestion from any member of our Board,
or any Reserve Bank than that any profit arising from a monetary policy of
the Government should go to the Government."

Following this letter the President decided that the question
of the transfer of the title to the System!s gold should be referred to
Congress for determination. I understand that the proposed bill is for
this purpose.
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The present security of reserve note issues comprises eligible
paper, govermments, gold and gold certificates. The proposed pill names
the same security for note issues except that the gold proposed to be
taken fram the Reserve Banks by the Treasury is to be replaced by gold
certificates issued by the Treasury and redeemable in gold by the Treasury
at such times and in such amounts as, in the judgment of the Secretary of
the Treasury, are necessary to maintain the equal purchasing power of every
kind of currency of the United States. The security for the gold certifi-
cates is maintained ﬁy the Treasury in gold bullion.

Federal Reserve notes under the new bill, as under the old law,
arc the obligations both of the Reserve Bank issuing them and of the

United States,
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HIERPRETATION OF BAWKING ACT OF 1933
(Copies to be sent to all Federal reserve barks)
Janvary 16, 1934.

Mr. s

Dear Mr. :

This refers to your letter of January 4, 1934, addressed to

the President of The National Bank of s

s , & copy of which you have forwarded to the

Board's General Counsel with a request for the opinion of the
Board with respect to the question therein presented.
It appears from your letter to the member bank that an ordi-

nance of the City of s , undertakes to re-

quire the payment of interest on deposits of municipal funds which
are payable on demeand. It also appears that the legislature of
the State of has rot provided that the city shall impose
this requirement, but has simply conferred upon the City of s
in its charter, a discretion as to whether or not its funds shall
be deposited under arrangements providing for the payment of inter-
est. In these circumstances, the member bank requests to be advised
whether such ordinance constitutes "State law" within the meaning
of that'provision of Section 19 of the Federal Reserve Act as
amended which excepts from the prohibition upon the payment of in-
terest upon deposits payable oun demand deposits of public funds
"with respect to which payment of interest is required under State

law. "
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It may be conceded tﬁat for cerﬁain»purposes a mgnicipal ordi=
nance may be regarded as "State law", as, for example, within the
meaning of that provision of the Federal Constitution which pro-
hibits the impairment of the obligation of contracts. As a general
rule, however, the term "State law" does not include a municipal
ordinance, and the term may be used to indicate the law of the
State declared by the State legislature, as distinguished from the
local law declared by cities, counties, and other political sub-
divisions of the State. The fact that in other provisions of the
Federal Reserve Act Congrecs employed the phrase "State or local
law" appears to indicate that Congress had this distinction in mind.

Accordingly, haviag in mind the general rule that an exception
to a statutory provision sbould be strictly construed, it is the

opinion of the Federal Reserve Doard that a municipal ordinance is

‘not "State law" within the meaning of the provision of the Federal
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Reserve Act here in question.
Very truly yours,
(Signed) Chester Morrill

Chester Morrill.
Secretary.
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T{TLERPRETATION OF LAWKING ACT OF 1933
(Copies to be sent to all Federal reserve banks)
Januvary 12, 1934.

Mreo 5
The National Pank of s

e ——

.

Dear Sir:

Due to the urgency‘of other matters arising in comnnection with
the Banking Act of 1933, it has not been possible to make an earlier
reply to your letters of September 7 and September 20, 1933, which
were addressed to the Comptroller of the Comptroller of the Currency
and referred to the Federal Reserve Board for reply.

You state that the national bgnk examiners are reporting a de-
ficiency in your reserve on July 1, 1933, the date of payment of
yvour last preceding dividend, apparently as a result of a comparison
of the actual reserve in the Federal Reserve Bank of Atlanta on that
date with the required reserve according to your records at the close
of business on that date. In view of this action by the examiners,
you incuire whether you may continue your practice of maintaining re-
serves against deposits at the opening of business on each daye.

Section 19 of the Federal Reserve Act provides in part as fol-
lows:

"The required belance carried by a member bank with a TFed-
eral reserve bank may, under the regulations and subject to
such penalties as may be prescribed by the Federal Keserve
Board, be checked against aad withdrawn by such member bank for
the purpose of meeting existing liabilities: Provided, however,
That no bank shall at any time maie new loans or shall pay any

dividends unless and until the total balance required by law
is fully restored."
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Pursuent to the authority of this provision of law, the Federal
Reserve Board has prescribed certain rules governing penalties for
deficiencies in reserves in Section IV of its Regulation D, a copy
of which is inclosed herewith for your information, and has provided
therein that "in computing such deficiencies the required reserwve
balance of each member bank at the close of business each day shall
be based upon its net deposit balances at the opening of business on
the same day * * *", Thus, member banks have until the close of
business each day in which to adjust their reserve balances so as
to meet the requirements of their deposit balances at the close of
business of the preceding day. This provision of the regulation is
still effective and deficiencies in reserves shouyi be computed on
this basis in determining the amount of penalties, if any, to which
a member bank is subject.

Since, however, the law provides that "no bank shall at any
time meke mny new loans or shall pey any dividends unless and until
the total balance required by law is fully restored", a member bank
may not lawfully pay any dividends when its reserves are actually
deficient at the time of such payment; and the fact that its reserve
balances at the close of business on the date of payment of dividends
may be adequate in relation to its deposit balances at the opening of
business on such date is not in itself a compliance with this provi-
sion of the law. For this purpose, the required reserve balance at

the time of payment of dividends must be based upon net deposit
balances existing at that time and, accordingly, if the reserve
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balance at the opening of business on the date of payment of the
dividend is adequate in relation to the net deposit balances exist-
ing at the opening of business on such date, the dividend, if other-
wise proper, may lawfully be paid.
Very truly yours,
(Signed) Chester lorrill

Chester lorrill,
Sceretary.

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

o
£4

&

=



G

X=-7757
Statement of Bureau of Engraving and Printing
Statement of Bureau of Engraving and Printing
for furnishing Federal Reserwve Notes
Series 1928, December 1 to 29, 1933.
Total
$5 $10 $20 $10000 Sheets Amount

Boston, « « « 10,000 40,000 - - 50,000 $4,125.00
New York, . . - 184,000 40,000 100 224,100 18,488.25
Philadelphia, - 48,000 12,000 - 60,000 4,950.00
Cleveland, . . - 10,000 32,000 - 42,000 3,465.00
Richmond, « « - 10,000 10,000 - 20,000 1,650400
Atlanta;o .« ® 42,000 10;000 T bl 52;000 4,290000
Chicagose o « - 60,000 36,000 - 96,000 7,920400
St. Louis,. « 15,000 10,000 - - 25,000 2,062.50
Minneapolis,. - 12,000 12,000 - 24,000 1,980.00
San Francisco, 10,000 12,000 - - 22,000 1,815.00
77,000 396,000 142,000 100 615,100  $50,745.75
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615,100 Sheets, @ $82050 M, . [ ) .

Credit deliveries from July to November, 1933,
inclusive, on account of reduction in rate per
M sheets, as follows:

s o o o o $50,745475

BOSton; ;000-.-.00,0..---.. $ 1;002.60

NeW York, .0;...........0!0 2;054.00

Philadelphia, Secocesovevre 1,848000

Cleveland, ese0seesescccvon 684.01

RiChmonds ®0svecccrscsnncee —689099

Atlanta, 9eseosccseccsccnos e 1,670040

Chicago, L BB B N B R B REOY B A B B N N ] 11206.00

St. LQUiS, tecesesscsansnces 1,026.00

MinneapoliS, eseesesscccsne 432400

Kansas'City, Sscesscccvones 774000

Dallas, .00‘-;00.00......!. 240,00

San FranCiSCO: ®ececeeevecnsn e 846.00 12,453.00
$38,292.75

e ———————
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Statement of Bureau of Engraving and Printing
for furnishing Federal Reserve Bank Notes
(National Currency) Séries 1929,
December 6 to 22, 1933.

Total
85 $10 $20 Sheets Amount
Philadelphia « « « 85,000 40,000 - 125,000 $10,961.25
Kansas City. « « «» 84,000 - 25,000 109,000 9,558.21
169,000 40,000 25,000 234,000 $20,519446
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234,000 sheets, @ $87.69 M, . . $20,519.46

Credit deliveries from July to
November, 1933, inclusive, on
account of reduction in rate per
M sheets, as follows:

BOStony ;oooo-;.-f, $1;274062
New YOrkK, eececececse 2,984.63

Philadelphia, eeeee 978.05
Clevelaﬁdg egcececs 3,035.11
Atlanta; eescesecee 422077
Chicago, ecscecoces 3,337.99 12,033.17

8,486429
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FEDERAL RESERVE BOARD
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

4=7759

January 19, 1934.

SUBJECT: Code “iord Covering New Issue
of Treasury Bills.

Dear Sir:

In connectiop with telegraphic transactions_in
Govermment securities between Federal reserve banks,
the code word "NOXGIB" has been designated to cover a
new issue of Treasury Bills, dated Januvary 24, 1€34,
and maturing April 25, 1934.

This word should be inserted in the Federal Re-
serve Telegraph Code Book, following the supplemental
code word "NOXGEM" on page 172.

Very truly yours,

S« Re Carpenter,
assistant Seeretary.

TO0 GOVLEIIORS CF ALL I'e Re BrLS.
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FEDERAL RESERVE BOARD Lo 38
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X=7760
January 19, 1934.

SUBJECT: Holidays during February, 1934.

Dear Sir:

On Monday, February 12, Lincoln's Birthday, the books of the
Federal Reserve Doard's Gold Settlement Fund will te closed and there
will be neither transit nor Federal Reserve note clearing through the
Fund on that day. For your information, the offices of the Board and
of the following Federal Reserve banks and branches will be open for

business on February 12:

Boston Atlanta St. Louis

Liew Orleans Little Rock
Richmond birmingham
Baltimore Jacksonville Kansas City
Charlotte Oklahoma City

The Board is advised that on Tuesday, February 13, Mardi Gras
Day, the New Orleans and Birmingham Branches of the Federal Reserve
Bank of Atlanta will be closed. Please include transit clearing
credits of February 13 for New Orleans Branch with your eredits in
the clearing of Feb?uary 14.

On Thursday, February 22, Washington's Birthday, the offices
of the Federal Reserve Board and all Federal Reserve banks and branches
will be closed.

On Saturday, February 24, the Havana Agency of the Federal
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Reserve Bank of Atlanta will be closed in observance of the anniversary
of the Revolution of Baire.

Please notify branches.

Very truly yours,

S. R. Carpentef,
Assistant Secretarye.

TO GOVERNORS OF ALL F. K. BANES
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FEDERAL RESERVE BOARD
WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD

X-7763

January 20, 1934.

Dear Sir:
As you know, the Banking Act of 1933 provides with respect to
applications of holding company affiliates for voting permits that
the Board may, in its discretion, grant or withhold such permits as
the public interest may réquire and that in acting upon any applicé-
tion for such a permit the Board "shall consider the financial condition
of the applicant, the general character of its management and the prob-
able effect of the granting of such permit upon the affairs of such bank."
Consideration of information submitted with applications for
voting permits heretofore received has disclosed that in some cases the
applications were inaccurate, incomplete, and unsatisfactory. In cer-
tain instances reports of examinationé of subsidiary banks and affiliated
institutions were not current or were insufficient in other resPects}
particularly in regard to information concerning management, intercompany
and interbank relations, and appraisal and classification of assets. 1In
addition, the reports of examination and statements of the banks and
other corporations were of widely varying dates. For these and other
reasons, the Board concluded that it should confine its action for the time

being to limited permits for certain specified purposes and that it should
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defer action upon the question whether unlimited permits to vote for
all purposes should be granted until a more thorough study could be
made of the applications and the information in connection therewith.
In this connection the Banking Act of 1933 also provides that
every "holding company affiliate" in making application for a permit
shall agree to receive, on dates identical with those fixed for the
examination of banks with which it is affiliated, examiners duly author-
ized to examine such banks who shall make such examinations of such
holding company affiliate as shall be necessary to disclose fully the
relations between such banks and such holding company affiliate and the
effect of such relations upon the affairs of such banks, such examina-
tions to be at the expense of thie holding company affiliate so examined;
that the reports of such examiners shall contain such information as
shall be necessary to disclose fully the relations between such holding
company affiliate and such banks and the effect of such relations upon
the affairs of such banks; and that such examiners may examine each banlk
owned or controlled by the holding company affiliate, both individually
and in conjunction with other banks ommed or controlled by such holding
company affiliate. The act also provides that, in coannection with
examinations of State member banks, examiners selected or approved by
the Federal Reserve Board shall malte such examinations of the affairs
of all affiliates of such banks as shall be necessary to discl<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>