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October 6, 1934 

Mr 4 Freder ic II • Curt i s s , 
Federal Reserve Agent, 
Federal Reserve Bank of Boston, 
Boston, Massachusetts• 

Dear Mr. C u r t i s s : 

This r e f e r s to your l e t t e r of Ju ly 19, 1934 r e spec t ing 

the s t a t u s of mutual savings banks i n view of c e r t a i n p rov i s ions of 

s ec t i on 8 of the S e c u r i t i e s Exchange Act of 1934. Sect ion 8 p r o h i b i t s 

members of n a t i o n a l s e c u r i t i e s exchanges and c e r t a i n brokers and dea le rs 

t o borrow from non-member banks unless such banks have f i l e d with the 

Federal Reserve Board an agreement to comply with those provis ions of 

the S e c u r i t i e s Exchange Act of 1934, the Federal Reserve Act, as amended, 

and the Banking Act of 1933 which are app l i cab le t o member banks and 

which r e l a t e t o the use of c r e d i t t o f inance t r a n s a c t i o n s i n s e c u r i t i e s • 

As c e r t a i n of these provis ions r e l a t e t o the c a p i t a l and surplus of bank-

ing i n s t i t u t i o n s you i n d i c a t e t h a t the re i s a ques t ion as t o t h e i r ap-

p l i c a b i l i t y t o mutual savings banks which have no c a p i t a l and o r d i n a r i l y 

do not have what i s ca l l ed a su rp lus , a l though you s t a t e t h a t they may 

have a guaranty fund s imi l a r t o su rp lus . 

As suggested i n the concluding sentence of your l e t t e r , 

the Board has borne these f a c t s in mind during the p r epa ra t i on of i t s 

r e g u l a t i o n s under t h e S e c u r i t i e s Exchange Act of 1934, but the ques t ion 

which you r a i s e i s one which i t i s impossible t o answer e i t h e r i n the 

r e g u l a t i o n s or by a l e t t e r a t t h i s t ime. As the answer t o the i n q u i r y 
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w i l l depend in each case upon the i n t e r p r e t a t i o n of a p rov i s ion of law 

in view of the app l icab le f a c t s of a s p e c i f i c case, i t i s suggested 

t h a t any i n t e r e s t e d mutual savings bank de l ive r to you f o r submission 

to t h e Board a f u l l s tatement of f a c t s and s p e c i f i c r e f e r e n c e to the 

provis ions of law with r e spec t t o which the ques t ion i s r a i s e d . The 

p r o p r i e t y of t r e a t i n g a guaranty fund as surplus w i th in t he meaning of 

the Federal s t a t u t e s w i l l depend in pa r t upon the law of the s t a t e 

under which t he mutual savings bank i s incorpora ted and i t would be 

h e l p f u l t o the Board i f the p r e s e n t a t i o n of f a c t s could be accompanied 

by an opinion of your counsel or of counsel f o r t h e i n q u i r i n g bank, 

which would dea l p a r t i c u l a r l y with t h i s aspect of t he ques t i on . 

Very t r u l y yours, 

(Signed) L. P. Bethea 

L. P. Bethea, 
Ass i s t an t Sec re t a ry . 
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