
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-9060 

December 26, 1934 

SUBJECT: Amendments t o c h a r t e r s 
S t a t e member banks . 

Dear S i r ; 

There i s i nc losed f o r your i n fo rma t ion and 

guidance a copy of a l e t t e r which t h e Federal Reserve 

Board has addressed t o one of t h e Federa l Reserve Agents 

with regard t o the forwarding t o the Board of copies of 

amendments to the c h a r t e r s of S t a t e member banks . 

Very t r u l y your s , 

hf~)cnsuJf 
Chester M o r r i l l , 

S e c r e t a r y . 

Inc losure 

TO ALL FEDERAL RESERVE AGENTS 
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C0F>Y X-9060-a 

December 26, 1934 

Mr. J .N.Peyton , 
Federa l Reserve Agent, 
Federal Reserve Bank of Minneapolis , 
Minneapol is , Minnesota 

Dear Mr. Peyton: 

Receipt i s acknowledged of Mr. B a i l e y ' s l e t t e r of October 13, 

1934, i n c l o s i n g a c e r t i f i e d copy of the amended a r t i c l e s of i nco rpo ra -

t i o n of the Saul t Savings Bank, Saul t Sa in te Marie, Michigan, executed 

i n connect ion with the r ecen t r e d u c t i o n i n the b a n k ' s common c a p i t a l 

s tock and the s a l e by i t of p r e f e r r e d s tock A and p r e f e r r e d s t o c k b. 

This document i s somewhat voluminous, and Mr. Bai ley has r eques ted 

advice as to whether the Board d e s i r e s documents of t h i s kind to be 

submit ted t o i t i n connect ion with s i m i l a r t r a n s a c t i o n s a f f e c t i n g 

S t a t s member banks. 

As you know, when a S t a t e member bank a p p l i e s f o r admission 

t o membership i n the Federa l Reserve System, a copy of t h e c h a r t e r of 

the bank, t o g e t h e r wi th a l l amendments t h e r e t o , i s forwarded t o t h e 

Board f o r i t s i n fo rma t ion and r e c o r d s . The Board a l so d e s i r e s t h a t 

any amendments t o a s t a t e bank ' s c h a r t e r , while i t remains a member of 

the Federa l Reserve System, should be f u r n i s h e d t o t h e Board f o r i t s 

i n fo rma t ion and in order t h a t i t s r e co rds r ega rd ing t h e co rpo ra t e powers 

and s t a t u s of the bank may be complete. I t w i l l be a p p r e c i a t e d i f in 

each case you w i l l submit the amendment to t h e counsel f o r your bank, 
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i n order t h a t he may be s a t i s f i e d as t o a l l t he l e g a l a s p e c t s involved , 

and advise t h e Board of the opinion of your counsel when t h e copy of 

the amendment i s forwarded t o the Board. Of course , i n any such case 

tho opinion of your counsel should con ta in advice as t o whether a l l 

requi rements of the S t a t e law have been complied w i t h . I f i n any case 

i t appears t h a t a c o r r e c t i o n in the proceedings i s neces sa ry , i t i s 

assumed t h a t you w i l l t ake app rop r i a t e s t e p s i n order t h a t t he neces -

sary c o r r e c t i o n may be e f f e c t e d . 

While i n some eases i t may bo d e s i r a b l e f o r t h e Federa l 

r e s e r v e bank t o o b t a i n copies of under ly ing documents showing the a c t i o n 

taken by tho s tockho lde r s and/or d i r e c t o r s of the i n s t i t u t i o n involved 

load ing up t o t h e amendment to i t s c h a r t e r , i n order t h a t tho counsel 

f o r the Fede ra l r e s e r v e bank may be s a t i s f i e d as t o tho l e g a l a s p c c t s 

of the m a t t e r , copies of such under ly ing documents need not be forwarded 

t o the Board f o r i t s r e c o r d s . In t h i s connect ion, t he Board f e e l s t h a t 

the ques t ion as to what under ly ing documents, i f any, need be obta ined 

i n any p a r t i c u l a r case i s a ques t ion which must be determined i n view 

of the c i rcumstances involved i n each case and t h a t t h i s ques t ion should 

be determined by the Federa l Reserve Agent and counsel f o r t h e Federa l 

r e se rve bank i n the e x e r c i s e of a reasonable d i s c r e t i o n i n each ca se . 

I t i s assumed t h a t , i n the absence of s p e c i a l c i rcumstances , the counsel 

f o r t h e Federa l r e s e r v e bank w i l l r e l y i n each case upon in fo rma t ion 

rece ived from the S t a t e superv i sory a u t h o r i t i e s t h a t a p p r o p r i a t e a c t i o n 

has been taken by the s tockho lde r s and/or d i r e c t o r s looking toward the 

amendment of the c h a r t e r of the bank. 
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In r e p l y to Mr. B a i l e y ' s s p e c i f i c i nqu i ry with regard t o 

whether the Board d e s i r e s copies of amendments t o c h a r t e r s of S t a t e 

member banks covering the reduc t ion of c a p i t a l s tock and the issuance 

of p r e f e r r e d s tock , you are advised t h a t the Board would l i k e t o r e -

ceive copies of any such amendments which should be submitted i n the 

manner descr ibed i n d e t a i l above with regard t o amendments t o the 

cha r t e r of a S t a t e member bank. In t h i s connection, i t may be noted 

t h a t , under the p rov i s ions of s ec t i on 9 of the Federal Reserve Act 

as amended, the terms " c a p i t a l " and " c a p i t a l s tock" , f o r the purposes 

of membership of S t a t e banks in the Federa l Reserve system, s h a l l 

include the amount of outs tanding c a p i t a l notes and debentures l e g a l -

ly i ssued by the applying bank and purchased by the Recons t ruc t ion 

Finance Corpora t ion . I t i s understood t h a t i n most cases no amend-

ment to the c h a r t e r of a S t a t e member bank i s necessary f o r the i s -

suance of such c a p i t a l no tes or debentures , bu t , i n view of the f a c t 

t h a t such c a p i t a l notes and debentures are under the law considered 

c a p i t a l and c a p i t a l s tock f o r membership purposes, the Board i n each 

case would l i k e to rece ive a copy of the agreement of the bank cover-

ing the issuance of such c a p i t a l notes or debentures , t o g e t h e r with 

advice of the counsel f o r the Federal r e se rve bank t h a t he i s s a t i s -

f i e d as t o the l e g a l aspec t s involved. 

In any case i n which the Board has not h e r e t o f o r e been 

fu rn i shed with copies of amendments to t he c h a r t e r of S t a t e member 

banks or copies of agreements covering the issuance of c a p i t a l notes 
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or debentures so ld t o the Recons t ruc t ion Finance Corpora t ion , i t w i l l 

be apprec i a t ed i f , when such a f a c t comes t o your a t t e n t i o n , you w i l l 

ob ta in copies of such documents and forward them t o t h e Board, wi th 

app rop r i a t e advice as t o whether your counsel i s s a t i s f i e d as t o the 

l e g a l a spec t s invo lved . As a mat te r of convenient procedure , i n t h i s 

connect ion , and i n connect ion with any f u t u r e amendments t o c h a r t e r s 

or agreements cover ing t h e issuance of c a p i t a l no tes or debentures t o 

t h e Recons t ruc t ion Finance Corpora t ion , you may wish t o cons ider the 

a d v i s a b i l i t y of having the examiner f o r t h e Federa l r e s e r v e bank d e t e r -

mine a t the t ime of examination of each S t a t e member bank whether t h e r e 

have been any amendments to i t s c h a r t e r , or agreements cover ing the 

issuance of c a p i t a l no tes or debentures sold to the Recons t ruc t ion 

Finance Corpora t ion , copies of which have not p rev ious ly been forwarded 

to the Board, r a t h e r than t o make s p e c i a l i n q u i r i e s of member s t a t e banks 

i n t h i s connec t ion . 

In the s p e c i f i c case r e f e r r e d t o by Mr. B a i l e y , i t i s assumed 

t h a t your counsel was s a t i s f i e d as t o the l e g a l a spec t s of the amend-

ments to the a r t i c l e s of i n c o r p o r a t i o n of the Saul t Savings Bank, but i t 

w i l l be app rec i a t ed i f you w i l l f u r n i s h the Board with d e f i n i t e advice 

on t h i s p o i n t . 

Very t r u l y yours , 

(Signed) Chester M o r r i l l 

Chester M o r r i l l , 
S e c r e t a r y . 
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