- | X-9516

INTERPRETATION

BANKING ACT OF 1935

(Copies to be sent to all Federal Reserve banks)

March 5, 1936.

Mr. » Vice President,
The National Bank of s
Dear Sir:

This refers to your letter to Mr. Ransom of February 6,
1936, with regard to reports of executive officers of member banks
of their indebtedness to other banks under the provisions of sec-
tion 22(g) of the Federal Reserve Act and section 5 of the Board's
Regulation 0. You indicated that you had construed the Board's
regulation as not contemplating that such reports would be made
available to the board of directors of the member bank involved.

' Under the provisions of section 22(g), an executive of=-
ficer of a member bunk who becomes indebted to another bank is
specificdlly required to make a written report to the board of
directors of the member bank of which he is an executive officer.
It is clear from the legislative history of section 22(g) that, in
making such specific requirement, Congress contemplated that the
board of directors of a2 member bank should have available the in-
formation contained in any such report, since by the Banking Act
of 1935 it amended section 22(g) so as to make the specific require-
ment that any such report of an executive officer of a member bank
be made to the board of directors rather than to the chairman of
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the bourd of directors as had previously been provided in section
22(g) .

The Board hng noted your comments regarding the abuses
which section 22(g) wus designed to correct and is in agreement
with you that the board of directors of & member bank should be
fully advised of the indebtedness of its cxecutive officers to
other banks. Accordingly, in promulgcting its Regulation O, the
Board, in section 5 of such regulation, has again stated the re-
quirement of the law that each report or the kind referrad to above
shzll be made to the board of directors of the member bank invelved.
As a matter of mainvaining appropriate records, the Board did not
wish to impose what might oppesr to be an unnccessary hardship upon
a member bank by requiring it to transcribe the full detuils of a
report of indebtedness of an exscutive officer in the minute book
of the bank, but has mercly required that the rcceipt of the report
be recorded in the minutes and that cach such report be retained by
the member bank and be made available upon request for inspection by
duly authorized examiners, It is contemplated, however, by the law
and alsc by the Board's regulation that the full report of an execu-
tive officer will be received by the board of directors of the member
bank of which he is an executive officer. Accordingly, the purposes
of the law and the rcquirements of the regulation will not be met if
the sccretary of the board of directors of a member bank, or any other

person who may receive such a report, merely records the reccipt
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thereof in the minute bock of the bank and does not take appropriate
steps to see that the board of directors has an opportunity to be

fully informed as to the contents of such report.

Very truly yours,
(3igned) L. P. Bethca

L. P. Bethea,
Assistant Secretary.
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