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THURSDAY, FEBRUARY 8, 1934

UNITED STATES SENATE,
SUBCOMMITTEE OP THE COMMITTEE

ON BANKING AND CURRENCY,
Washington, D.C.

The subcommittee met at 10:15 a.m., pursuant to adjournment on
yesterday, in room no. 301 of the Senate Office Building, Senator
Duncan U. Fletcher presiding.

Present: Senators Fletcher (chairman), Adams, and Couzens.
Present also: Ferdinand Pecora, counsel to the committee; Julius

Silver and David Saperstein, associate counsel to the committee; and
Frank J. Meehan, chief statistician to the committee.

The CHAIRMAN. The subcommittee will come to order. Mr.
Saperstein, you may proceed.

TESTIMONY OF MABX A. WILSON, DETROIT, MICH., RECEIVER
OF THE UNION INDUSTRIAL TRUST & SAVINGS BANK, FLINT,
MICH.—Resumed

Mr. SAPERSTEIN. Mr. Wilson, will you state, briefly, what the busi-
ness of the First National Co. of Detroit was?

Mr. WILSON. At the time of its incorporation it was an affiliate
of the First National Bank, handling purchases and sales of securi-
ties for customers and clients.

Mr. SAPERSTEIN. DO you know whether the First National Co. ever
accepted deposits?

Mr. WILSON. I believe the records reflect that they did.
Mr. SAPERSTEIN. Among the records which you were subpenaed

to bring before this committee, and which you delivered into our
possession, I note a schedule which purports to show customers'
deposits of the First National Co. of Detroit, and that schedule
shows that as of the close of business August 31, 1930, there
was on deposit with the First National Co. of Detroit for the ac-
count of various customers the aggregate sum of $1,549,467. Can
you say by what authority the First National Co. of Detroit accepted
those deposits?

The CHAIRMAN. First, were those demand deposits?
Mr. WILSON. I believe they were payable on demand.
Mr. SAPERSTEIN. Were they all demand deposits?
Mr. WILSON. I do not know whether they were segregated as de-

mand or time deposits, but I believe they were payable upon demand
if the depositor desired funds.
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Senator COTJZENS. What evidence was given to the depositor of
his deposit?

Mr. WiiiSON. I do not know.
Senator COTTZENS. YOU do not know what form evidenced the

deposit?
Mr. WILSON. NO ; I don't know that.
Mr. SAPERSTEIN. Will you now answer the question: Do you know

by what authority the First National Co. of Detroit accepted those
deposits?

Mr. WILSON. I do not know by what authority they accepted them.
Mr. SAPERSTEIN. Would you consider that the acceptance of those

deposits constituted the carrying on by the First National Co. of
Detroit of the banking business?

Mr. WILSON. Well, it would be banking to the extent of accepting
deposits.

Mr. SAPERSTEIN. DO you know whether there was anything in the
original articles of association of the First National Co. which
authorized them to accept deposits?

Mr. WILSON. NO ; I don't know that.
Mr. SAPERSTEIN. I have before me what purports to be a copy

of the articles of association of the First National Co. I ask
you whether you can identify this as a true and correct copy thereof.

Mr. WILSON (looking at paper). I would be unable to identify
the articles of association of the First National Co.

Mr. SAPERSTEIN. Have you never seen them?
Mr. WILSON. I do not recollect ever having seen them.
Mr. SAPERSTEIN. That copy is taken from the records of the First

National Co., and, Mr. Chairman, I offer it in evidence, but it need
not be spread in full on the record.

The CHAIRMAN. IS it certified to by any officer of the company?
Mr. SAPERSTEIN. NO ; it is not certified to, but it was delivered to

our investigators as a true and correct copy of the articles of
association.

The CHAIRMAN. I think it might be marked for identification.
(The articles of association of the First National Co. of Detroit

were marked " Committee Exhibit No. 165 for identification, Feb.
8,1934 ", and will be held in the records of the committee.)

Mr. SAPERSTEIN. I want particularly to refer, Mr. Wilson, to article
I I of the articles of association of the First National Co. of Detroit,
which has been marked " Committee Exhibit No. 165 for identifica-
tion ", as of this date. Article I I provides as follows:

The purpose or purposes of this corporation are as follows:
To buy, sell, pledge, hold, and generally deal in bonds, notes^ mortgages,

debentures, and other evidences of indebtedness, and stocks, investments, and
securities of every name or nature, as agent or broker, and to transact all other
business incident to the foregoing.

That is the end of article I I . Would you say there was any-
thing in those purposes as expressed in article I I which authorizes
the acceptance of deposits by the First National Co. ?

Mr. WILSON. Well, I do not recognize any such authority in that
particular article.

Mr. SAPERSTEIN. Did you call the attention of any of the officers
or directors of the First National Co. to the fact that there was no
authority for that company to accept deposits?
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Mr. WILSON. I think it is quite possible there were some discus-
sions had in regard to the First National Co. and these accounts
which they were carrying during the year 1930, leading up to the

did not have a greatdisposal of those liabilities, paying them off. I did not have a great
deal to do with the First National Co.

Senator COUZENS. DO you know whether they have discontinued
the taking of deposits?

Mr. WILSON. Well, I think they discontinued taking deposits after
the formation of the Detroit Bankers Co. I do not think they ever
accepted any deposits in that company after the formation of the
Detroit Bankers Co., which was in January of 1930.

Senator COUZENS. And that was in January of 1930 ?
Mr. WILSON. That is correct.
Senator COUZENS. Did they retain all these deposits, amounting to

$1,549,476, from the date of the organization of the Detroit Bankers
Co. up to August 31,1930?

Mr. WILSON. At the time of the organization of the Detroit Bank-
ers Co., as I recollect, the deposit account was considerably higher
than that. But they were reducing them, were in the process of
paying out those deposits.

Senator COUZENS. But you have no information as to the amount
of the deposits at the time of the organization of the Detroit Bankers
Co., have you?

Mr. WILSON. I have the report of Ernst & Ernst, which is in the
hands of Mr. Saperstein, which indicates the amount at the time
of their examination on December 14,1929.

Mr. SAPERSTEIN. I show you what purports to be a report of ex-
amination of the First National Co. of Detroit, December 14, 1929,
which appears to have been prepared by Ernst & Ernst, and ask you
whether you can identify that report.

Mr. WILSON (after looking casually at the report). I can identify
this report as a report made by Ernst & Ernst.

Mr. SAPERSTEIN. Does that report which you have just referred to
indicate the amount of customers' deposits in December?

Mr. WILSON. That is correct. This is a report of the examination
of the First National Co. as of December 14, 1929, 0Ts presented by
Ernst & Ernst, certified public accountants.

Mr. SAPERSTEIN. By referring to that report, can you give us the
amount of deposits as of that date?

Mr. WILSON. In the balance sheet as of December 14, 1929, under
the heading " Liabilities ", there are customers' deposits, which are
further qualified by saying "For investment", of $2,614,360.54; and
further qualified by "Pending delivery of securities", another
amount of $514,880.30, or a total of $3,129,240.84.

The CHAIRMAN. What became of those deposits?
Mr. WILSON. Those were paid later in full, as I recollect.
The CHAIRMAN. What was that answer?
Mr. WILSON. They were paid off in full later on.
Mr. SAPERSTEIN. Did the First National Co. pay interest on those

deposits?
Mr. WILSON. My recollection is that they did; yes, sir.
Mr. SAPERSTEIN. Generally at what rate?
Mr. WILSON. Generally at 4 percent.
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Mr. SAPERSTEIN. At the time when the First National Co. was
taking those deposits what was the rate of interest paid by the First
National Bank?

Mr. WILSON. Well, I would have to confine my answer to the year
1929, which covers this period. At that time the First National
Bank's bylaws provided for paying 3-percent upon sayings accounts
and time deposits, as I recollect. And upon commercial deposits I
do not know of any regulation or rule that limited the amount of
interest paid.

Mr. SAPERSTEIN. HOW much, according to your recollection, was
actually paid during that period?

Mr. WILSON. Well, I doubt if the records of the First National
Bank during 1929 will show that they paid in excess of 3 percent
upon anv account, either commercial accounts or savings accounts.

Mr. ISAPERSTEIN. Those persons who became depositors or cus-
tomers of the First National Co. received, generally, 4 percent
on their deposits?

Mr. WILSON. Yes.
Mr. SAPERSTEIN. Did you cause an inquiry to be made as to the

legality of the acceptance of those deposits by the First National Co. ?
Mr. WILSON. NO ; I do not recollect of it.
Mr. SAPERSTEIN. Was there any discussion as to its legality in

which you participated ?
Mr. WILSON. None in which I participated that I recollect.
Mr. SAPERSTEIN. YOU say the company discontinued taking de-

posits some time in, or immediately after the formation of th&
Detroit Bankers Co. ?

Mr. WILSON. NO. I would not intend to say immediately after-
wards. They discontinued accepting deposits, new ones; yes.

Mr. SAPERSTEIN. HOW long did it continue to retain those cus-
tomers' deposits which it had?

Mr. WILSON. Why, I would have to rely upon what the records
show. I do not know when they finally paid them off.

Mr. SAPERSTEIN. Were you the only officer who raised the question
as to the right to take those deposits ?

Mr. WILSON. Well, I don't recollect of participating in discussions
in regard to those deposits.

Mr. SAPERSTEIN. Did you at any time object to the First National
Co. taking deposits?

Mr. WILSON. Undoubtedly I objected to the First National Co.
accepting deposits; yes, sir.

Mr. SAPERSTEIN. Was there aiiy connection between the fact that
the First National Co. discontinued accepting deposits and your
objection to it?

Mr. WILSON. Well, I would say that I probably expressed myself
to the extent that those deposits should be paid off by the First
National Co. and the practice discontinued entirely.

Senator COTJZENS. May I ask this question: Do you know whether
all this list of deposits shown as of August 81, 1930, aggregating
$1,549,476 have been paid off in full?

Mr. WILSQN. I t is my recollection that they were paid off in full
in the latter part of 1930, but I haven't any actual date.

The CHAIRMAN. What became of the First National Co.?
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Mr. WILSON. At the time I left the Detroit Bankers Co., in the
spring of 1932, the First National Co. was in existence. I do not
know about it today.

Mr. SAPERSTEIN. The First National Co. was not under supervision
of any State or Federal banking department, was it?

Mr. WILSON. That is correct.
Mr. SAPERSTEIN. What was the basis of the objection you made ta

the acceptance of deposits by the First National Co. ?
Mr. WILSON. Well, my basis would be that they were accepting

those funds for deposit, or as the report there indicates, probably for
investment purposes. But I am not sure. I considered them, in my
own mind, as deposits, and I did not believe the company should
carry on that type of transaction.

Mr. SAPERSTEIN. Did you consider that that type of business was
in competition with the business conducted by the First National
Bank?

Mr. WILSON. NO; I wouldn't see any objection there. I t was.
handled by the same individuals probably.

Mr. SAPERSTEIN. Mr. Wilson, I show you a letter, or a copy of
a letter, addressed to Mr. Julius H. Haass, under date of January
6, 1930, and ask you whether your signature appears at the end of
that letter.

Mr. WILSON (after hastily scanning each page of the letter). I be-
lieve that is a copy of a letter I wrote to Mr. Haass under that date,.

Mr. SAPERSTEIN. Mr. Chgrirman, I now offer the letter in evidence.
The CHAIRMAN. I t may be admitted.
Mr. SAPERSTEIN. I t need not be spread in full upon the minutes

of our hearing. I will read the portions I want to call the witness's,
attention to.

(A letter addressed to Julius H. Haass, under date of January
6, 1930, by Mark A. Wilson, was jnarked " Committee Exhibit No.
166, February 8, 1934 ", but it is not to be spread in full on the
record.)

Mr. SAPERSTEIN. The letter, which has been marked in evidence
" Committee Exhibit No. 166 , as of this date, is dated January 6,
1930, and addressed to Mr. Julius H. Haass, president of the Detroit
Banters Co., Detroit, Mich. I want to call attention to the following
portions of this letter, Mr. Wilson

Senator COTTZENS (interposing). What is the date of the letter, Mr*
Saperstein?

Mr. SAPERSTEIN. I t is dated January 6, 1930. I t was originally
written as " 1929 " but appears to have been corrected to read 1930.
Mr. Wilson, the date was intended to be 1930, wasn't it?

Mr. WILSON. That is my recollection.
Senator COUZENS. That was 2 days before the organization of

the Detroit Bankers Co.?
Mr. WILSON. Yes, sir. And following a meeting at Mr. Haass's

house on January 1, 1930.
Mr. SAPERSTEIN. I read from the letter:
At the meeting of the board of directors of the Detroit Bankers Co., held:

Thursday, January 2, I was instructed to further investigate the position of
the First National Co. and the Detroit Co. with respect to the change in the
position of these two companies since August 31, a*nd to recommend to you
what steps should be taken, if any, to offset or counterbalance any majot
changes.
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Changes in these two companies as of December 31, 1929, as compared with
August 31, 1929, were substantial, owing to the fact that both of these com-
panies deal in stocks, and the recent decline in stock prices materially affected
the value of the holdings of these two companies.

However, it has been my feeling that it was well known to the board that
these companies did deal in stocks, and it was also undoubtedly understood that
the value of the stockholdings was subject to fluctuation in accordance with
general market conditions. It does not seem to me that any particular criticism
can be leveled against the officers of either of the two companies because the
general decline in stock prices found them with stocks on their shelves which
were subject to revaluation.

I have felt, however, that after August 31, 1929, matters in connection with
the merger had progressed to such a point that any major change of policy on
the part of either of the two companies should have had the approval, either
informally or formally, of the Board of Directors of the Detroit Bankers Co.

I want to interrupt the reading of this letter at this point, Mr.
Wilson^ and ask you to what you referred when you used the
expression—

Any major change of policy on the part of either of the two companies should
have had the approval, either informally or formally, of the board of directors
of the Detroit Bankers Co.

Mr. WILSON. Well, I believe the letter indicates further along as
to what I had in mind there. But, as I recollect it, it was the pur-
chase by the First National Co. oi stocks of banks which were to
become units of the Detroit Bankers Co. under the proposed set-up.

Mr. SAPERSTEIN. When you say "purchased'5 did you mean
purchased subsequent to the date when the plans for the merger had
reached the point you refer to in this sentence?

Senator COTTZENS. There was no merging then, was there?
Mr. WILSON. There was no merger then.
Mr. SAPERSTEIN. YOU used the expression " merger " and that is

the reason I am using it. You said in the letter:
I have felt, however, that after August 31, 1929, matters in connection with

the merger had progressed to such a point that any major change of policy on
the part of either of the two companies should have had the approval, either
informally or formally, of the Detroit Bankers Oo.

After the plans for this consolidation had progressed to the
point to which you refer in this letter, were those stocks in banks
which were to become units of the Detroit Bankers Co. traded in by
the First National Co.?

Mr. WILSON. Well, that is the basis of that memorandum. There
were purchases made following the negotiations, right up to the
commencing of the formation of the Detroit Bankers Co., I mean
the announcement of it, which was announced the latter part of
September of 1929. But there was a period there, between that
date and the formation of the Detroit Bankers Co., on January
8, 1930, and prior to the report of Ernst & Ernst, auditors, as of
December 14,1929.

Mr. SAPERSTEIN. DO you know who participated in the purchase
of tKose securities?

Mr. WILSON. I don't know the individuals. Only the First Na-
tional Co. have I reference to.

Mr. SAPERSTEIN. And when you said in your letter that it was
your feeling these matters should have been submitted to the board
of directors of the Detroit Bankers Co., to what individuals did you
refer? Had the board of directors already been decided upon?
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Mr. WILSON. I believe so, at the date of that communication you
have there in your hand. I think during the fall of 1929, after the
announcement of the formation of the holding company, I mean the
Detroit Bankers Co., it was known who would be the directors of
the Detroit Bankers Co.

Mr. SAPERSTEIN. I will resume the reading of the letter:
In conformance with this theory my investigation has been conducted to de-

termine what, if any, losses sustained after August 31 were the result par-
ticularly of major changes in policies, or the result of transactions of suffi-
cient importance to have justified their reference to the board of directors
for approval.

I assume here you meant the proposed board of directors of the
Detroit Bankers Co.

Mr. WILSON. The proposed board of directors of the Detroit
Bankers Co.

Mr. SAPERSTEIN. The letter continues:
I have felt that this also covers the period from August 31 to the time of

the formation of the board, because meetings were being constantly held, and
opportunity was presented to disclose any major change from the figures
which had been presented.

Mr. Wilson, had you attended those meetings?
Mr. WILSON. I attended some of those meetings; yes, sir.
Mr. SAPERSTEIN. Had anything been said, either formally or

informally, at those meetings witn regard to the purchase of those
unit bank stocks, or proposed unit bank stocks, by the First National
Co.?

Mr. WILSON. Not to my recollection.
Mr. SAPERSTEIN. HOW did you first discover that those purchases

had been made?
Mr. WILSON. When the Ernst & Ernst report was filed, or pre-

sented.
Mr. SAPERSTEIN. Are you now referring to the report which was

presented on December 14, 1929?
Mr. WILSON. That is correct.
Mr. SAPERSTEIN. NOW, I will read the following paragraph in

the letter:
With respect to the First National Co., the situation is somewhat more diffi-

cult. The net worth of the company decreased approximately $575,000,
although at December 14 reserves had increased $193,000 and dividends had
been paid of $33,000,. so that the net change during the period was $350,000.
However, on August 31 there was some $600,000 appreciation of security values
over the carrying value; and, while no particular point was made of the
general appreciation, it was pointed out that the appreciation on the Flint
Bank stock of $372,000 would be augmented to realize a profit in excess of
$500,000. It was generally understood that the $600,000 appreciation would
be used as an offset to investments in State bank stocks at that time, which
amounted to approximately $2,800,000.

With reference to your statement that the net worth of the
company decreased approximately $575,000, was that between the
two dates August 31 and December 14, 1929 ?

Mr. WILSON. That was the comparison, I believe, that I was
making.

Mr. SAPERSTEIN. TO what do you ascribe that decrease?
Mr. WILSON. Well, I think my letter there discusses that matter

fully.
175541—34—PT12 17
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Mr. SAPERSTEIN. Can you sum it up ? Your letter is quite lengthy,
and I am trying to shorten the examination as much as possible. I
notice that in the next three or four pages you give a detailed
explanation, and I thought you might be able to summarize it for us.

Mr. WILSON. On one item that I presume you are leading to, there
was a substantial depreciation in the investment of the stocks of the
units of the bank which were later to become units of the Detroit
Bankers Co., the purchases that were made during that period.

Mr. SAPERSTEIN. Yes; the purchases that were made during the
period from August 31, 1929, to December 14, 1929, resulted in a
depreciation in the net worth of the First National Co. of $575,000; is
that correct?

Mr. WILSON. I don't recall that exact figure; no, sir.
Mr. SAPERSTEIN. That is the figure that you have here, " the net

worth of the company decreased approximately $575,000." That is
the reason I used that figure.

Mr. WILSON. Whatever figure was used there would be what we
believed was the fact at that time.

Mr. SAPERSTEIN. NOW I will read further from your letter
[reading]:

State bank stocks owned increased during the period $4,400,000, and eliminat-
ing the holdings of the Flint Bank the increase is $4,800,000. These new hold-
ings during the period have all been disclosed to you, and this report does not
need again to list the holdings. No attempt has been made .to value the
holdings upon a market basis, and any change in value of these State bank
stocks does not enter into these figures.

With respect to Detroit bank stocks, I cannot feel that the officers of the
First National Co. are entirely free from criticism. In other words, while it is
my theory that any changes in holdings which follow an ordinary policy already
laid down and understood by the other members of the group need not have
been discussed, I do feel that any major changes of investment program should
have been thoroughly understood by all parties. I feel that large transactions
in the stocks of the participating banks did constitute a major change of invest-
ment program that should have been made known to the group either in advance
of the transactions or prior to the final consummation of the merger.

At the close of September the holdings of the First National Co. in Detroit
bank stocks aggregated over $900,000, and was an item sufficiently large to
have required its being pointed out to the other members of the group before
the negotiations were consummated.

At December 14, 1929, the carrying value of all Detroit bank stocks was
$1,199,071.51, from which amount should be deducted the few remaining shares
in the Union Investment Co., leaving a net total of $1,174,495.41. This carrying
value was arrived at in general by carrying forward therein any losses or profits
on the intervening transactions, though this rule was not invariable.

Was this criticism that you made of the officers of the First
National Bank conveyed to those officers?

Mr. WILSON. Yes, sir.
Mr. SAPERSTEIN. By whom?
Mr. WILSON. That letter was presented to the proposed directors

of the Detroit Bankers Co., read in full, as I recollect.
Mr. SAPERSTEIN. The letter was addressed to Mr. Julius H. Haass,

president?
Mr. WILSON. Yes; but I believe it was presented.
Mr. SAPERSTEIN. Was it presented by him to the directors?
Mr. WILSON. I believe so; yes, sir.
Mr. SAPERSTEIN. What, i i anything, was done with regard to

this criticism of yours?
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Mr. WILSON. I believe that letter further carries on my recom-
mendations what should have been done.

Senator COUZENS. Did this accumulation of bank stock that you
refer to here result from prior knowledge that they had of the
prospective organization of the Detroit Bankers Co. ?

Mr. WILSON. I cannot answer that, Senator.
Senator COUZENS. After the general knowledge was obtained that

the Detroit Bankers Co. was going to absorb the stock of these vari-
ous banks the investment of the First National Co. in bank stocks
greatly increased, the record shows.

Mr. WILSON. The quotation of the Detroit Bankers Co. stock dur-
ing the summer of 1929 greatly increased; yes; and at that time Mr.
Douglas was sitting in on the negotiations and was chairman of the
First National Co.

Mr. SAPERSTEIN. Who was the president of the First National
Bank?

Mr. WILSON. YOU are referring to as of that date?
Mr. SAPERSTEIN. Yes.
Mr. WILSON. Mr. E. K. Hoover, Ed K. Hoover.
Mr. SAPERSTEIN. Your letter goes on to make the following sug-

gestion [reading]:
In order to carry out my theory that the merged banks should be held harm-

less from the results of these purchases it is my suggestion that the First
National Group assume the responsibility for these stocks at the carrying values
thereof, and that they give to the merged companies a trustee note for $1,143,-
033.24, secured by all of the securities in question and by sufficient additional
stock in Detroit Bankers Co., so that the present market value of all of
the collateral would equal the face value of the note. I feel that in asking
for coUateral on the basis of present prices only equal to the face value of the
note it will not be long before there is some actual excess collateral value.

To do this would require 690 shares of old First National Bank stock, but I
have increased this slightly, and am suggesting that there actually be deposited
3,500 shares of Detroit Bankers stock, which is a slight increase over the
amount actually required. This would give total holdings of Detroit Bankers
stock of 8,960.99 shares of stock as collateral for the loan of $1,143,033.24.

Was that suggestion of yours carried out?
Mr. WILSON. AS I recollect, that suggestion was that I believed-

the banks, going into the Detroit Bankers Co., should be held harm-
less for the many losses incurring from the transaction as a whole,
amounting to $143,000. Isn't that correct ?

Mr. SAPERSTEIN. Have you any data to indicate whether or not
that note was ever executed; and if so, what collateral was deposited
as security?

Mr. WILSON. There was a note executed, and the collateral was
deposited with the Detroit Trust Co. as trustees.

Mr. SAPERSTEIN. What was the amount of the note?
Mr. WILSON. I don't recollect. I don't know as I have that infor-

mation.
The CHAIRMAN. The note was made by whom and to whom?
Mr. WILSON. I don't have all the details on that so that I can

remember; but it was a trustee agreement for the deposit of this
additional collateral with the Detroit Trust Co.

Senator COUZENS. Was the note substantially in the amount re-
ferred to in the letter you wrote—a million some hundred thousand
dollars?
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Mr. WILSON. My recollection is, Senator, that the full amount was
not—my recollection is this: That these additional shares were ac-
quired by the First National Bank Group individually. But I would
have to have the agreement to be able to answer it. I haven't that
agreement. I don't know as I ever saw the agreement.

Mr. SAPERSTEIN. Can you refer me to any data indicating
whether that note was executed and the amount of collateral?

Mr. WILSON. I haven't first-hand information in regard to the
note having been executed.

Mr. SAPERSTEIN. IS there anything in this book which would indi-
cate the amount ?

Mr. WILSON. The shares of the Detroit Bankers Co. were deposited.
I might be able to find this information later, but I don't know as
I could right now.

Mr. SAPERSTEIN. We won't take up the committee's time to look
for it now.

Mr. WILSON. The trust agreement would produce all the facts in
regard to that additional pledge of securities. I haven't that.

Mr. SAPERSTEIN. Did you make any investigation into the circum-
stances under which these so-called " State banks " were acquired by
the First National Co.?

Mr. WILSON. NO; I don't believe I made an investigation.
Mr. SAPERSTEIN. When you became an officer of the First Na-

tional Co. what was the status of these State banks?
Mr. WILSON. There was a partial ownership in about, as I recol-

lect, 10 State banks. There is a schedule in front of you giving
complete information in regard to those investments and the amount
of the investment, the aggregate and individual.

Mr. SAPERSTEIN. Did you make an examination of the minutes of
the executive committee of the First National Co. of Detroit to de-
termine whether or not the acquisition of those State banks had
ever been authorized?

Mr. WILSON. I did.
Mr. SAPERSTEIN. What did you find?
Mr. WILSON. I searched the minutes of the First National Co.

personally and never found that there had been any action recorded
in regard to the purchase of those State banks.
' Mr. SAPERSTEIN. Were you present at a meeting at Mr. Hoover's

office on February 17, 1930, with Messrs. Browning, Lewright,
Hoover, and Russ, for the purpose of discussing the situation in re-
gard to these State banfis upon the formation of the Detroit
Bankers Co. ?

Mr. WILSON. Could you refresh my memory there with what you
have?

Mr. SAPERSTEIN. I have before me some notes which appear to
have been prepared by you with regard to that meeting. I show you
these notes and ask you whether they were prepared by you at a
time when the facts were fresh in your recollection.

Mr. WILSON (after referring to data]). This is a personal memo-
randum dictated by me following certain meetings and conferences
had in regard to the First National Co.

Mr. SAPERSTEIN. By referring to that memorandum can you tell
us what transpired at that meeting at Mr. Hoover's office ?
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Mr. WILSON. Are you referring to the February 17 meeting ?
Mr. SAPERSTEIN. Yes.
Mr. WILSON. May I read what I have?
Mr. SAPERSTEIN. Yes.
Mr. WILSON [reading]:
Meeting at Mr. Hoover's office with Messrs. Browning, Lewright, Hoover,

Buss, and myself. Figures were submitted by Mr. Hoover in regard to the
present number of shares and the carrying value of said shares, and also a
statement was submitted showing the dividends received on these State bank
stocks and carrying charges, which included an item of $80,000 commission to
be paid to the First National Co. for their services in buying these stocks.

Mr. SAPERSTEIN. Mr. Wilson, I want to interrupt you at that point.
Did you know anything about that $80,000 commission up to that
point?

Mr. WILSON. My recollection is that I did not up to this point.
Mr. SAPERSTEIN. Why should the First National Co., which had

purchased the stocks, be entitled to a commission of $80,000 for
the purchase of the stocks, and by whom would that commission
be payable?

Mr. WILSON. Well, I don't know why there should have been a
commission paid. I t was stated by Mr. Hoover that it was under-
stood there was a commission of $80,000 to be paid to the First
National Co. for their services in buying these stocks.

Mr. SAPERSTEIN. Who was to pay th^t commission ?
Mr. WILSON. Well, I presume the F^rst National Bank.
Mr. SAPERSTEIN. I t the First Nationkl Co. bought the stocks and

took title to them, why should the Fiijst National Bank have been
obligated to pay a commission of $80,000 to the First National Co. ?

Mr. WILSON. Well, I can only say what is my personal reflection
upon that.

Mr. SAPERSTEIN. Will you give us the benefit of your personal
reflection ?

Mr. WILSON. That would be that the First National Co. acted
as the agent for the First National Bknk in the purchase of those
stocks. They were the vehicle used in the purchase of those stocks.

Senator COTJZENS. Did the money come out of the First National
Bank to pay for the stocks ?

Mr. WILSON. I do not believe I have sufficient facts and evidence
upon that, Senator. They borrowed the money, partly I think from
the First National Bank and partly in New York; First National
Co. did, in order to permit the payment of these bank stocks.

Senator COUZENS. Did you finish reading that memorandum there?
Mr. WILSON. I would like to finish reading it.
Mr. SAPERSTEIN. Yes: go ahead, Mr. Wilson.
Mr. WILSON [reading]:
Mr. Browning stated that he did not know this commission existed and he

would like the opportunity of discussing the matter with the board OJL the
Detroit Bankers Co. further, and Mr. Hoover was asked to get in touch with
Ernst & Ernst and have them give a statement as to the amount which
should be paid by the Detroit Bankers Co. to the First National Co. for these
stocks.

Now, the reason this came up at this time, if you will permit me
to explain, is that under date of February 13, 1930, the board of
directors of the Detroit Bankers Co. by resolution authorized the
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officers of the Detroit Bankers Co. to purchase these stocks from
the First National Co. in the amount of $6,903,000, and further
authorized the officers of the Detroit Bankers Co. to borrow the
necessary funds for this purpose on unsecured notes.

The meeting of February 17 was to take steps to carry out the in-
structions of the board of the Detroit Bankers Co. in actually pur-
chasing these stocks, and I would like to read further:

The board of directors meeting Detroit Bankers Co. at 2 p.m.
This is on February 17, 1930.

Mr. Browning stated to the board that in buying State bank stocks of
$6,900,000 the Detroit Bankers Co. were in reality paying the First National
Co. a commission of $80,000 for having originally bought the stocks; that he
was presenting this matter to the board only for the purpose of having them
have full knowledge of this commission.

Mr. Douglas took exception that it was a commission. I agreed with Mr.
Browning. It was decided that this commission should not be paid, due to
the fact that it would be necessary for the First National Co. to pay an income
tax of $8,800 on the $80,000, and it was the opinion of the board that this
amount of taxes should be saved.

Mr. Browning further stated that the action of the Detroit Bankers Co. in
buying these stocks did not meet with the full approval of certain members of
the board, which he stated was the first indication he had had of this difference
of opinion.

I stated to the board that I did not think it was the proper time for the
Detroit Bankers Co. to become the actual owners of these shares, for various
reasons:

1. Congress is apparently on the verge of making an exhaustive study of
group and chain banking, and from this investigation there may come laws
which would materially affect our position if we were the actual owners of
stocks in the State banks.

2. That if we purchased the stocks and were owners of record the fact would
be made known in the State at large and we would have definitely committed
ourselves to the policy by implication of owning minority stock interests in
the State banks, which policy had not been definitely decided upon by the board.

3. In my opinion, this transaction, involving approximately $7,000,000, was
of such importance that the matter should be properly submitted to the stock-
holders for approval; that, in my opinion, not even the directors knew of this
contemplated transaction in purchasing minority interests in State banks.

Mr. Douglas stated that he thought all of the directors of our institutions
knew of the proposed purchase, but the other bank presidents stated that their
boards did not know of the same.

4. I further stated that if we bought these stocks it would be necessary foi
us to purchase additional minority interests of other banks in the State or
state to them that it was not the policy of the Detroit Bankers Co. to have
minority interests and apologize for the action of the First National Bank in
purchasing these stocks before the organization of the Detroit Bankers Co.

5. I further stated that we were writing a blanket guaranty on the entire
deposit liability of these banks, the minority stock interest of which we were
purchasing.

Mr. Ballantyne and Mr. Seyburn took considerable exception to my position.
Mr. Seyburn finally made a motion that we proceed to buy these stocks. Mr.
Browning put the motion, and Livingstone and Barbour voted " no ", indicating
a split opinion.

After considerable further discussion, Mr. Brodde and Mr. Chittenden with-
drew the affirmative votes, and Mr. Seyburn then changed his motion that the
Detroit Bankers Co. loan to the First National Co. in the amount of approxi-
mately $6,900,000 to assist them in carrying these State banks' stock, which
was unanimously passed.

Senator COUZENS. And so as a result of that later motion which
was carried the title to these State bank stocks was never acquired by
the Detroit Bankers Co. ?
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Mr. WILSON. That is correct. The title remained in the First Na-
tional Co.

Senator COTJZENS. Eight up to this minute.
Mr. WILSON. Up to the time I left there, they were still there,

although there had been many attempts to move them.
I would like further to read on February 18, 1930, with your

permission.
Mr. SAPERSTEIN. GO ahead, Mr. Wilson.
Mr. WILSON (reading):
Meeting with Mr. Ballantyne in his office. I stated to Mr. Ballantyne that

fcefore we bought and became owners of record of the State bank stocks I
would like to know definitely who would be responsible to the Bankers Co. for
the 7 million dollars investment, for the benefit which was supposed to accrue
from the investment to the members of the Detroit Bankers Co. Also I would
like to know whether in buying these stocks we were definitely committing
ourselves to this mode of banking and were willing to negotiate with the other
banks in the State for the minority holding of their institutions.

I further stated that it would seem to me that we would eventually merge
the five institutions in Detroit, and it would be better for us to hold the stocks
in other banking institutions in the holding company [meaning the First
National Co.]; and I thought we had met the wishes of the First National
Co. in agreeing to loan them an amount equivalent to their total investment
in the State banks, and I certainly could not see any objection to carrying
them in this manner for a sufficient time to carefully study and analyze a
proper method of carrying these stocks.

I told him that I very much disliked to take issue with him on this matter
and was somewhat surprised with the position he had taken, knowing his con-
servatism.

Mr. Ballantyne stated that he did not think we were so far apart as the
conversation indicated, and that he was very much opposed to the State-wide
banking and to owning large blocks of the stocks, but that he thought .we had
them and had already made a commitment and could not back out; that if a
plan could be evolved in the future he would be perfectly willing to postpone
the actual purchase of these shares.

I stated that I should not think we should attempt to cover up one blunder
by making another blunder. He stated that he thought we should show an act
of courage in consummating this deal and should not attempt to rub an open
sore, and every effort should be made to corral the good will and efforts of the
First National.

I then stated to Mr. Ballantyne that if it was an act of courage it might be
proper to give disposition to the State shares, taking any loss necessary.

Senator COUZENS. Have you any record, Mr. Wilson, of the shares
in these 10 banks and the price paid for them?

Mr. WILSON. I have in that book; yes, sir.
Senator OOUZENS. I think this is an appropriate place to put them

in at this time.
Mr. SAPERSTEIN. I show you a memorandum which appears to

have been made on the letterhead of the First National Co. of De-
troit, Inc., under date of January 27, 1930, and I ask you whether
you can identify this memorandum as having been made by you or
under your direction.

Mr. WILSON (after examining document). This is a memorandum
undoubtedly presented to me by the officers of the First National Co.
indicating the investments, numbers of shares, par value, investment
par value, cost per share, and the total cost.

Mr. SAPERSTEIN. Of these State banks we have been discussing?
Mr. WILSON. Yes, sir.
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Mr. SAPERSTEIN. I offer it in evidence.
The CHAIRMAN. Let it be admitted.
(Memorandum dated Jan. 27,1930, on letterhead of First National

Co. of Detroit was thereupon designated " Committee Exhibit No.
167, Feb. 8, 1934 ", and appears in the record following, where read
by Mr. Saperstein.)

The CHAIRMAN. What is the total investment in these State bank
stocks?

Mr. WILSON. The total investment at this time, Mr. Chairman, is
$7,261,000, in round figures.

Senator COTJZENS. And that happens to be the same amount, or
practically, that is shown on the Ernst & Ernst report of December
14, 1929?

Mr. WILSON. That would be approximately the same amount;
yes, sir.

Senator COUZENS. SO there was no acquisition of the shares after
that time, apparently?

Mr. WILSON. Not to my knowledge.
Mr. SAPERSTEIN. The exhibit which has been marked " Committee's

Exhibit No. 167 " under date of February 8, 1934, is dated January
27, 1930, and reads as follows:

Subject Par
value

Invest-
ment, par

value
Cost per

share Total cost

Alpena Trust & Savings Bank
American State Bank, Lansing —
Bank of Saginaw _
Central National, Battle Creek
Peoples Commercial & Savings, Bay City-
First National Bank, Pontiac
Hackley National Bank
Kalamazoo Trust & Savings
Loan & Trust, Grand Ledge
Monroe State Savings
Old Kent, Grand Rapids
United States Savings, Point Huron

1,139
2,500
5,450
1,000

973
11,008

50
20

200
15,650

70

$100
100
100
10

100
100
10

100
100
100
20

100

$32,900
113,900
250,000
54,500

100,000
97,300

110,080
5,000
2,000

20,000
313,000

7,000

$235.21
649.45
480.80
35.48

750.00
699.79
110.35
232.00
205.00
175.00
149.75
132.98

$77,385.00
739,734.00

1,202,000.00
193,349 34
7*0,000.00
680,900.00

1,214,730.00
11,600.00
4,100.00

35,000.00
2,343,500.00

9,308.46

To ta l - 7,261,606.80

Mr. WILSON. Mr. Saperstein, I would like to say that my recollec-
tion is that four of those banks were licensed last March to do busi-
ness upon an unrestricted basis, a hundred percent unrestricted basis,
and those four banks have continued to meet all demands of their
depositors right through.

Senator COUZENS. What banks are those?
Mr. WILSON. Four of those banks.
Mr. SAPERSTEIN. Will you name those four?
Mr. WILSON. The Central National Bank of Battle Creek, Peoples

Commercial & Savings Bank of Bay City, the Hackley National Bank
of Muskegon, the Old Kent Bank at Grand Rapids, and I believe
also the Loan & Deposit at Grand Ledge. That was a very small
investment.

Mr. SAPERSTEIN. What is the situation with regard to the others
that you have not named?

Mr. WILSON. The other banks were not licensed or have been re-
organized on some basis or another.

The CHAIRMAN. They were all closed at the time of the holiday?
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Mr. WILSON. They were all closed, and some of them were not
licensed to be opened.

The CHAIRMAN. And only four or five of them have opened since;
is that the idea?

Mr. WILSON. Five, I think, have continued right through to pay
their deposits and meet all demands a hundred cents on the dollar.

Senator COTJZENS. Those are very extravagant prices they paid,
are they not, for some of those shares?

Mr. WILSON. In my judgment they were.
Mr. SAPERSTEIN. Were they extravagant in the judgment of some

of these officers who were engaged in negotiating the purchase, Mr.
Douglas for example?

Mr. WILSON. I would rather Mr. Douglas should answer for that.
The CHAIRMAN. I t looks Kke a commission ought to have been

paid by those banks.
Senator COUZENS. Or at least to the stockholders who got these

prices.
Did you say the Old Kent at Grand Kapids was operating 100

percent?
Mr. WILSON. I t was licensed to operate on 100 percent unrestricted

basis, yes, sir; my recollection. I am sure I am correct about that.
Senator COUZENS. Where were you at the time the Detroit Bankers

was organized?
Mr. WILSON. I was clearing-house examiner in Detroit.
Senator COUZENS. Did you participate in any of the negotiations

for this holding company proposition?
Mr. WILSON. I sat in on several meetings, yes, sir; with Mr. Haass.
Mr. SAPERSTEIN. I want to show you what purports to be a COOT

of a letter which appears among your records addressed to Mr. F .
Howard Euss, Jr., from Dwight Douglas, dated September 6, 1929,
and signed with the initials " D.D.D." and ask jrou whether you can
identify that as a correct copy of any communication that appears
in the files of the Detroit Bankers Co. ?

Mr. WILSON. I believe it to be a copy of a letter. Of course, I
never had possession of the original.

Mr. SAPERSTEIN. Where did you get the copy?
Mr. WILSON. The copy was furnished by one of the officers of the

First National Co., I presume.
Mr. SAPERSTEIN. I would like to read the copy into the record.

Copy of memo to Mr. F. Howard Kuss, Jr., from D. Dwight Douglas
dated September 6, 1929, appearing among the files of Mr. Wilson is
as follows

The CHAIRMAN. Who is Mr. Russ ?
Mr. WILSON. Mr. Euss, Mr. Chairman, was a vice president of the

First National Bank at that time.
Mr. SAPERSTEIN (reading):
In reference to Muskegon Mr. Monroe and Mr. Wagner camel in and we dis-

cussed the whole situation again. I also talked to Mr. Angell. [See below.]
They said they could not get the stock at $1,000; that they had a tentative offer,
which was not final, from the Guardian, which provided for a guaranteed price
on the stock and a trade on the basis of slightly over $1,800 a share; that over
$1,300 had been bid by some broker. I told him just what you and I said
before—that we would leave the price to them and trust them to make it fair.
One thousand two hundred dollars seems a little high, but I am satisfied in the
long run fundamentally. That is an important situation to us. They have
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promised to have not less than 15 percent and not over 20 percent to us they
think within the week. Angell was strong for it. I have not talked with
Walker. (Watch yourVstep with Walker and Angell. I think there is a little
feeling there.) Spent an hour with Angell and went over the whole situation.
He is strong for us. I had it definitely understood with all three of them that
we did not need any written contract or option but assumed we had an under-
standing, which they confirmed to me, if anyone ever tried to buy their bank
we would be given the first opportunity. I said their promise and word were
as good as a legal document, which they confirmed. You have done a good job
here and the Hackley Union helps a lot as against a pretty sure loss in Flint.
Called Heber Curtis and told him about it. He was pleased. He had helped
a great deal in his talk with Wagner himself, who went to him.

(Signed) D. D. D.

Does this memorandum indicate that there was some competition
between thte First National Group and the Guardian Group with
regard to the acquisition of some of these out-State banks?

Mr. WILSON. I t would so indicate to me, yes.
Mr. SAPERSTEIN. Who ultimately got this Muskegon bank?
Mr. WILSON. The First National Group.
Mr. SAPERSTEIN. At what price ?
Mr. WILSON. The records will indicate. I haven't that.
Mr. SAPERSTEIN. Was the name of that bank the Hackley National

Bank of Muskegon.
Mr. WILSON. I think it is now known as the Hackley Union

National Bank of Muskegon.
Mr. SAPERSTEIN. The record shows that 1,108 shares were pur-

chased at a cost of $110.35 a share, a total cost of $1,214,730. Is that
the bank which was referred to in this memorandum when it is said
that " they could not get the stock at $1,000; that they had a tenta-
tive offer which was not final from the Guardian, which provided for
a guaranteed price on the stock and a trade on the basis of slightly
over $1,800 a share "?

Senator COUZENS. I t would appear that they reduced the par
value between the time that was taken over.

Mr. SAPERSTEIN. Yes. Can you enlighten us at to what the re-
duction was in the par value of the stock?

Mr. WILSON. Well, I don't know. Doesn't that indicate the par
value?

Senator COTTZENS. Ten dollars is the par value.
Mr. SAPERSTEIN. I t indicates a par value of $10 here. And this

memorandum also indicates that Mr. Douglas' opinion was that the
price demanded for this Hackley National Bank was too high,
doesn't it?

Mr. WILSON. I prefer not to comment upon that. I think it
speaks for itself.

Mr. SAPERSTEEN. The situation with regard to these State banks
after the Detroit Bankers Co. made the loan to the First National
Co. grew progressively worse3 did it not. Mr. Wilson ?

Mr. WILSON. I think so.
Mr. SAPERSTEIN. I want to show you a memorandum dated Sep-

tember 12, 1931, which bears the typwritten signature "Mark A
Wilson " and is addressed to Mr. John Ballantyne. Can you identify
that memorandum ?

Mr. WILSON. I believe that is a memorandum that I probably
dictated at the time.
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Mr, SAPERSTEIN. I offer it in evidence.
The CHAIRMAN. Let it be admitted.
(Memorandum dated Sept. 12, 1931, from Mark A. Wilson to

Jonn Ballantyne was thereupon designated " Committee Exhibit No.
168, Feb. 8, 1934 ", and appears in full in the record immediately
following where read by Mr. Saperstein.)

Mr. SAPERSTEIN. The memorandum which has been marked " Com-
mittee's Exhibit No. 168 ", bearing this date, is addressed to Mr.
John Ballantyne, Saturday, September 12,1931, and reads as follows
[reading]:

Relative to the State bank examination, the laws of the State expressly
prohimits an examiner from divulging any information obtained during the
course of an examination except through the expressed authority of the board
of directors; consequently, if he would conduct an examination of certain State
banks it would be necessary for the directors of the respective State banks to
pass a formal resolution authorizing the examiner to make known his findings
to the officers and directors of the First National Co. or the Detroit Bankers Go.
The following thoughts have occurred to me relative to the State examinations:

1. If we make an examination and find an unsatisfactory or dangerous con-
dition, we would be prohibited from disposing of any of our stockholdings at
this time, or at any future time, pending an adjustment of the affairs of the
bank; otherwise, if we sold any or all of our holdings based on inside informa-
tion obtained by our own examiners, I believe the purchaser would have grounds
for legal action.

2. It would take 6 or 7 examiners to make a complete examination of from
1 to 2 weeks. I very seriously doubt the advisability of sending a crew of
examiners into the State at this time, unless it is absolutely necessary. I am
thoroughly convinced that most of the trouble and unrest in the banks in the
State is coming from the inside of institutions—the officers, employees, and
directors. If the Detroit Bankers Co. send their examiners into these banks, it
will result in comment by officers, employees, and directors, and I would not
want to take the responsibility for what might occur from these comments.

3. Mr. Peter J. Monaghan tells me it would be necessary for the board to pass
the resolution described in the first paragraph of this communication. If such
a resolution is presented to the respective board of directors, then, in my opinion,
each director will leave the meeting feeling that the Detroit Bankers Co. have
leasons to believe that the bank is unsafe and for that reason have requested
the authority for an examination. I do not care how this is explained to the
directors; the more the explanation, the bigger the question will become, and
we are quite liable to destroy the morale and confidence of the local board of
directors in their own institutions, which can be readily done at this time.

4. If we make these examinations and find an unsatisfactory condition,
which I think is quite possible in one or two or more instances, then it behooves
us to present our findings not only to the banking commissioner but also the
Federal Reserve authorities. I would hate to see our office get into the position
where we would have to disclose our findings and precipitate in any additional
action at this time.

I would suggest that Mr. Douglas obtain from each one of the banks the
last three copies of letters of criticism from the banking department relative to
the State banks, and a copy of the national bank examiners' report relative to
the two national banks, which will give us a start. If the above information
obtained indicates that additional checking should be had, then I believe Mr.
Douglas' suggestion that a checking only of the paper be made by some
competent credit person would be advisable.

MARK A. WILSON.

Mr. Wilson, were any examinations made of the State banks after
this memorandum of yours to Mr. Ballantyne ?

Mr. WILSON. Afterward?
Mr. SAPERSTEIN. Yes.
Mr. WILSON. I think in one instance.
Mr. SAPERSTEIN. What is that?
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Mr. WILSON. One instance, I think, only.
Mr. SAPERSTEIN. Only in one instance. At the time you prepared

this memorandum, was an examination in contemplation of all the
State banks?

Mr. WILSON. Mr. Douglas had been in charge of all the State bank
investments throughout. I never personally ever had any responsi-
bility in regard to those investments or the contacts with those banks.
At that particular time the basis of the memorandum was that Mr.
Douglas thought we should send out examiners into those banks and
make a complete examination of those banks, and that was my view
as expressed in that memorandum.

Mr. SAPERSTEIN. After you expressed these views you did not
send your examiners to any of the banks except one?

Mr. WILSON. I believe Mr. Ballantyne concurred in my recommen-
dation. Later on I think we made one examination. That is my
best recollection.

Mr. SAPERSTEIN. What was the method of evaluating the securities
held by the units of the Detroit Bankers Co. which was employed
when you became one of the vice presidents of the Bankers Co. ?

Mr. WILSON. I do not believe I could give you that. I had very
little contact with the First National Co.

Mr. SAPERSTEIN. What was the method employed by any of the
units of the Detroit Bankers Co.?

Mr. WILSON. Well, in picking up that memorandum, which I
remember more or less the contents of, I presume that you are refer-
ring to setting up the assets as to books and also as to an indicated
appraised value.

Mr. SAPERSTEIN. Yes. Had the securities of the units of the
Detroit Bankers Co. been carried at an appraised value?

Mr. WILSON. I became a director of the First National Co. in
the latter part, as I recollect, of 1931, served just a few months as
a director prior to the time I resigned, and at the time I suggested
that the statement of the First National Co. filed with the directors
of the First National Co. and with the directors of the Detroit
Bankers Co. should present not only a schedule of the book holdings,
but also a schedule of the indicated value of those holdings. So
we could then have both pictures.

Senator COUZENS. When you referred to resigning just now were
you referring to resigning from the First National Co. or the Detroit
Bankers Co. 2

Mr. WILSON. Both at the same time, Senator. Practically the
same time.

Senator COUZENS. Why did you resign?
Mr. WILSON. Well, it has been testified here it had been decided by

the most influential directors and other officers that the activities of
the holding company should be curtailed due to the fact that the
merger of the People's Wayne County Bank And the First National
Bank had been completed at the close of December 31, 1931. Prior
to the steps leading up to that merger I handed Mr. Ballantyne my
resignation, dated, I believe, the. last week in September of 1931. I
believed that it would result in being accepted after the completion
of that merger. I handled the merger of the First National Bank
and the People's Wayne County for the Detroit Bankers Co. That
took about 3 months' time.Digitized for FRASER 
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At the turn of the year it was thought that Mr. Douglas and I
would be made executive vice presidents of the First National Bank.
I think Mr. Douglas declined at the inception of 1932 to accept the
executive vice presidency of the First National Bank. Later on the
situation developed in Pontiac in which I stepped in with Mr.
Leyburn and perfected a reorganization of the First National Bank
of Pontiac, which took me up through February of 1932.

I t was suggested that I accept the executive vice presidency of
the First National Bank, and that I would be more or less in charge
of loans, which I declined, because I did not believe that they were
in position or were willing to give me the authority necessary to
carry through the responsibility which I would have assumed.

And then, furthermore, I had been known as a Ballantyne man,
and still am. Mr. Ballantyne had decided the first part of April
to tender his resignation, and I thought that I should also tender my
resignation and retire from the picture, which I did.

Senator COUZENS. SO there is some politics in banks the same as
there is in public office, is there?

Mr. WILSON. There is lots of politics in banks, Senator.
Senator COTJZENS. Lots of politics?
Mr. WILSON. Yes, sir.
Senator COUZENS. SO that is how you came to be designated as a

Ballantyne man, is it?
Mr. WILSON. I presume so. I have the highest respect for Mr.

Ballantyne as a banker.
Senator COUZENS. YOU stated awhile ago that it had been de-

cided by the influential directors to curtail the activities of the
Detroit Bankers Co. As I recall, you said that?

Mr. WILSON. I believe that is substantially what I said.
Senator COUZENS. And, based on the decision of these influential

directors, you concluded to put in your resignation?
Mr. WILSON. NO; not necessarily based upon their decision. I t

was the result of their decision to curtail the activities of the Detroit
Bankers Co. and more or less eliminate dual authority, as I would
put it today, and responsibilities in the Bankers Co. without direct
authority ip take action to bring about the corrections, and this
merger we hoped would bring about direct control so we would
eliminate overlapping of not only responsibility but overlapping of
authority. We were attempting to get into direct control of the
condition. Prior to that it was not a direct control. In fact, the
control of the picture at that time was more or less in the hands of
certain influential directors.

Senator COUZENS. In the Detroit Bankers Co. or
Mr. WILSON. Well, in the entire picture.
Senator COUZENS. In the entire picture. Who were those directors ?
Mr. WILSON. They were members of the board of the Detroit

Bankers Co. and later members of the governing committee of the
First Wayne National Bank.

Senator COUZENS. Well, I assume that is obvious. You said they
were directors. I was asking who they were.

Mr. WILSON. There was a large number of directors, Senator, that
were more or less active.

Senator COUZENS. Yes; but the influential directors who made up
the governing board, who brought about this decision to curtail some
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of the activities of the Detroit Bankers Co., were they in control of
the board of directors of the,Detroit Bankers Co.?

Mr. WILSON. They were in control; yes.
Senator COUZENS. And that was the control that was not in har-

mony with Mr. Ballantyne; is that right? I mean according to his
own testimony, is that right? Is that your understanding of it?

Mr. WILSON. That is my understanding of it; yes.
Mr. SAPERSTEIN. Mr. Wilson, I should like to ask you a few ques-

tions with regard to the merger between the Peoples Wayne County
Bank and the First National Bank. At the time when the merger
took place or about that time, did the examining department of the
Detroit Bankers Co. make an examination of the status of those two
banks?

Mr. WILSON. YOU mean prior to the merger in December 1931?
Mr. SAPERSTEIN. Yes.
Mr. WILSON. I believe the national-bank examination was made

and the directors' examination of that bank was made on the same
date, as I recall.

Mr. SAPERSTEIN. Yes; the two examinations were made concur-
rently at that time ?

Mr. WILSON. Concurrently, yes; and we would have our examiners
making their appraisals as well as the national examiner's appraisals.

Mr. SAPERSTEIN. Let me show you a memorandum which appears
to have been prepared by you under date of December 26, 1931, and
ask you whether this memorandum bears your initials at the end.

Mr. WILSON (after examining the document). That is correct.
Mr. SAPERSTEIN. I offer it in evidence.
The CHAIRMAN. Let it be admitted.
(Memorandum dated Dec. 26,1931, from Mark A. Wilson to John

Ballantyne was thereupon designated " Committee Exhibit No. 169,
Feb. 8, 1934 ", and the same appears in the record following, where
read by Mr. Saperstein.)

Mr. SAPERSTEIN. The memorandum which bears " Exhibit No. 169 "
of this date addressed to John Ballantyne from Mark A. Wilson,
December 26, 1931, subject, First Wayne National Bank, reads as
follows [reading]:

The following is a recapitulation of the classification of the assets of the First
National Bank and the Peoples Wayne County Bank as reflected in National
Bank Examiner Hopkins's reports.

There follows a recapitulation of the slow, doubtful, and estimated
losses. I will not stop to read the detail, but the grand total is—

Slow, $54,962,298.37; doubtful, $11,174,865.34; and estimated loss, $16,423,667/J0.
The new bank will have a capital structure of $57,000,000 plus, as per the

figures which have been submitted to the directors of the respective banks after
the elimination of the losses as estimated by the examiners totaling
$16,423,667.20.

In addition to the losses eliminated through reserves or charge-offs the above
recapitulation reflects slow assets of approximately $55,000,000 and doubtful
assets in excess of $11,000,000. Due to lack of necessary funds we have not
been able to S"et up against these slow and doubtful assets any reserves. It
would seem to me that our directors should be advised that additional losses
of substantial amounts will have to be met. It will not be possible for us to
make any further reduction in our capital structure. Consequently all future
losses developing from the slow and doubtful assets will be a direct charge to
our earnings. Unless business conditions change materially during the next
year it is more than probable that additional losses totaling $10,000,000 or more
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will develop, in which event the directors of the First Wayne National Bank
will be faced with the serious problem of discontinuing their dividends.

The loaning policies of the First Wayne National Bank will be carried on by
the same executive officers who are more or less responsible for the condition
of the respective institutions. I am not unmindful of the fact that most of the
large banking institutions in the country find themselves in the same condition.
However, I am sure that a policy of direct control will be put into operation,
and I am sure it will be very much needed in the First Wayne National Bank,
and we have given our definite promise to the Comptroller of the Currency
this would be done.

Also, the attention of our directors should be called to the very slow
liquidity of both the First National Bank and the Peoples Wayne County Bank.
If we fail to get direct management with the power necessary, then I, personally,
am very fearful of the consequences. We are conscious of the fact that many
banks will have to close in Michigan in 1932. Several large ones are hanging
by shoe strings. I am advised from a confidential source, that our neighboring
State on the south—namely Indiana—will have over 100 bank closures next year.
In addition to which, we know that there is serious trouble ahead in Cleveland
and Chicago. Consequently, the liquidity of the First National Bank is of
-extreme importance and the management mandatory.

Signed with the initials " M.A.W."
Now, Mr. Wilson, would it be fair to infer from this memorandum

which I have just read into the record that on the date of this
memorandum, namely, December 26,1931, you thought that the situa-
tion in both the First National Bank and the Peoples Wayne County
Bank, which were merged into the First Wayne National Bank,
was extremely precarious?

Mr. WILSON. Well, I would say the memorandum there expressed
quite freely my thoughts at that time.

Senator COTJZENS. Who suggested the consolidation of the Peoples
Wayne and the First National?

Mr. WILSON. I cannot answer that question. I do not know at
whose suggestion it was.

Senator COUZENS. I t was the first intimation put forth after the
Detroit Bankers Co. commenced, that in regard to both of them,
wasn't it?

Mr. WILSON. I presume it was.
Sentor COUZENS. In your statement previously made that you

handled the consolidation of the Peoples Wayne County Bank and
the First National Bank, can you tell us which of the two was in
better condition?

Mr. WILSON. I believe the report of the examiner and of the na-
tional examiner, in those books there, will indicate the status of those
two banks.

Senator COTTZENS. Yes; I know. And I recall those two state-
ments. But I am wondering what your recollection is as to the
•condition as between those banks.

Mr. WILSON. Well, the Peoples Wayne County Bank had a larger
.capital structure, so that they might have had the same amount of
doubtful paper and losses, but it would not have been as serious as
in the case 01 the First National Bank, because their capital structure
was much less than in the case of the Peoples Wayne County Bank,
provided they had an equal amount of estimated losses and doubtful
items.

Senator COUZENS. Laying aside the relationship between losses and
doubtful accounts in both banks as related to their capital structure,
which of the two banks had the greatest amount of doubtful assets
its it related to its capital structure?
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Mr. WILSON. Which of the two banks?
Senator COUZENS. Yes; which was in the worse condition as re-

lated to its capital.
Mr. WILSON. The figures would indicate it was the First National

Bank.
Senator COUZENS. That was my understanding, that it was be-

cause of the condition of the First National Bank the suggestion was
made that they consolidate with the Peoples Wayne County Bank.
Isn't that true, based on your own observation of the examiner's
reports?

Mr. WILSON. The relationship between losses and doubtfuls to the
capital structure of the First National Bank?

Senator COUZENS. Yes; which was in the worst condition. The
First National Bank was much worse, was it not?

Mr. WILSON. Yes.
Senator COUZENS. And it was because of that condition the sug-

gestion was made to the owners that there be a consolidation of the
two units.

Mr. WILSON. And also because of the desire for direct manage-
ment. There had been split authority as between the First National
Bank and the Peoples Wayne County Bank. Mr. Mills was chair-
man of the Peoples Wayne County Bank and Mr. Ballantyne was
chairman of the First National Bank. We thought if we could bring
about that merger we would have more direct control.

Senator COUZENS. And that was desired on the part of the Detroit
Bankers Co. ?

Mr. WILSON. Yes, sir.
Senator COUZENS. I was referring to the desire on the part of the

Federal Government to save the First National Bank. You saw the
examiner's report as to the First National Bank; did you ?

Mr. WILSON. Yes, sir.
Senator COUZENS. And what is your recollection of those reports?
Mr. WILSON. That there would have to be substantial adjustments

made in the capital structure of the First National Bank; that there
were accumulated losses.

Senator COUZENS. And also that they had gone to the directors of
the Detroit Bankers Co., the owner 01 both units, for a suggestion
as to how to remedy, or how to improve the condition of the First
National Bank.

Mr. WILSON. The owner of both units was the Detroit Bankers Co.
Senator COUZENS. That is what I say, that they went to the owner

of both units, and pointed out the condition.
Mr. WILSON. The owner of both units was the Detroit Bankers Co.
Senator COUZENS. I say they went to the owner of both units.
Mr. WILSON. Yes, sir.
Senator COUZENS. Which was the Detroit Bankers Co. ?
Mr. WILSON. Yes, sir.
Senator COUZENS. And stated to the owner of both units the con-

dition of the First National Bank, and suggested that the owner of
the First National Bank would have tp do something to improve the
condition of the First National Bank; isn't that true?

Mr. WILSON. YOU are referring to the national bank examiner?
Senator COUZENS. Yes.
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Mr. WILSON. Yes, sir; that is substantially correct.
Senator COUZENS. All right.
The CHAIRMAN. HOW did the deposits compare in the Peoples

Wayne County Bank and in the First National Bank ?
Mr. WILSON. I believe I have a complete statement there of each

one of the banks during the time they decided to merge those two
banks. That will give you complete information, if you would like
to have it.

Mr. SAPERSTEIN. Can you lay your hands on that statement read-
ily, Mr. Wilson ?

Mr. WILSON. Yes, sir; I think so. [The witness reaches for two
large typewritten books of statements and papers.] Here it is.

Mr. SAPERSTEIN. This paper that you have just handed to me pur-
ports to be a statement of the condition of the Peoples Wayne
County Bank and of the First National Bank as of November 17,
1931. I t indicates that on that date the Peoples Wayne County
Bank had demand deposits of $127,388,313.64 and time deposits of
$216,175,038.99, making a total of deposits of $343,563,352.63; and
that the First National Bank on that date had demand deposits of
$82,711,988.22 and time deposits of $70,823,353.34, making a total of
deposits of $153,535,341.56. The combined deposits as listed on this
statement of condition were as follows: Combined demand deposits,
$210,100,301.86; combined time deposits, $286,998,392.33; and the
combined total of deposits was $497,098,694.19. Does that answer
your question, Mr. Chairman ?

The CHAIRMAN. Yes.
Mr. SAPERSTEIN. NOW, Mr. Wilson, reverting to the answer that

you just made to one of Senator Couzens5 inquiries regarding some
basis of comparison between the condition of the Peoples Wayne
County Bank and the First National Bank, let me refer you to this
recapitulation of losses in the national bank examiner's report. I t
appears in committee exhibit no. 169. The recapitulation of the
Peoples Wayne County Bank is as follows: Slow assets, $35,636,-
187.84. First National Bank, slow assets, $19,326,110.53. Doubtful
assets of the Peoples Wayne County Bank, $5,319,523.97, and doubt-
ful assets of the First National Bank, $5,855,341.41. Estimated
losses in the Peoples Wayne County Bank were $10,610,471.91, and
estimated losses in the First National Bank were $5,813,195.29. I
believe I have already read the grand total into the record.

The CHAIRMAN. All right.
Mr. SAPERSTEIN. Mr. Wilson, did you or your staff of examiners,

have any reason to dispute this classification of the slow, doubtful,
and loss items of the national bank examiners?

Mr. WILSON. NO ; we did not have any reason to dispute them.
Mr. SAPERSTEIN. YOU thought they were substantially accurate,

did you ?
Mr. WILSON. We believed they were, at that time.
Mr. SAPERSTEIN. I note here that you say
Mr. WILSON (continuing). We were perfectly willing to accept

that.
M r̂. SAPERSTEIN. YOU were perfectly willing to accept them as the

basis for your future action and conduct in the management of the
bank, were you?
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Mr. WILSON. Yes.
Mr. SAPERSTEIN. I note here that you say:
Unless business conditions change materially during the next year, it is

more than probable additional losses totaling $10,000,000 or more will develop.
Did that situation come about?
Mr. WILSON. I cannot give you the information or the facts upon

that, because I haven't them.
Mr. SAPERSTEIN. YOU were there during 1932, were you not?
Mr. WILSON. NO ; I was not. I was practically out of the picture

then.
Mr. SAPERSTEIN. YOU were there during one half of the year?
Mr. WILSON. NO. I was practically out of the picture the first

part of March 1932.
Mr. SAPERSTEIN. When did your resignation become effective?
Mr. WILSON. The first part of May, but I have not the exact date.
Mr. SAPERSTEIN. YOU also say:
In which event
That is, should further losses develop:
In which event the directors of the First Wayne National Bank will be faced

with the serious problem of discontinuing their dividends.
While you were still with the Detroit Bankers Co. were they faced

with the problem of discontinuing their dividends?
Mr. WILSON. I believe they were. I believe they were faced with

the problem of either discontinuing or materially reducing their
dividends at the time they passed the dividend in March of 1932.

Mr. SAPERSTEIN. In March of 1932 the dividend rate of the First
National Bank was decreased, was it not?

Mr. WILSON. That is my recollection.
Mr. SAPERSTEIN. I think it was cut from $3.40 to $2.40.
Mr. WILSON. Well, that is the Detroit Bankers Co. rate that you

are now referring to, isn't it?
Senator COUZENS. That is not the First National Bank.
Mr. SAPERSTEIN. YOU say the First National Bank rate of dividend

was cut?
Mr. WILSON. I t was cut proportionately, but I haven't the figures.
Senator COXTZENS. Well, that is in our record.
Mr. WILSON. That is in the record, I believe, but I haven't it.
Mr. SAPERSTEIN. Was there any opposition on the part of the di-

rectors to that decrease in the individual rate of the First National
Bank?

Mr. WILSON. Well, there was quite a discussion. You are now re-
ferring to the March 1932 meeting of the board, when they took
action upon the dividend of the Detroit Bankers Co. ?

Mr. SAPERSTEIN. Yes.
Mr. WILSPN. There was quite a discussion in regard to the divi-

dend ; yes, sir.
Mr. SAPERSTEIN. DO you recall what the nature of the discussion

was, and what arguments were advanced in opposition to a reduction
of the dividend?

Mr. WILSON. I have a memorandum there among those books be-
fore you, in regard to that.

Mr. SAPERSTEIN. Let me show you what purports to be a memo-
randum in your handwriting, and see if you can identify it.Digitized for FRASER 
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Mr. WILSON (looking at the paper handed to him). I can identify
that as the pencil memorandum I jotted down at the time of the
board meeting or the Detroit Bankers Co., when thev were discuss-
ing the payment of a dividend for the first quarter of 1932.

Mr. SAPERSTEIN. By reference to that memorandum can you tell
us what the discussion was, which directors were in favor of a reduc-
tion, and which directors were opposed to a reduction in the divi-
dend?

Mr. WILSON. I can read the memorandum if you wish it done.
Senator COUZENS. Please do that.
Mr. SAPERSTEIN. Yes; will you please do so?
Mr. WILSON. According to this memorandum, which was as of

March 7,1932: Mr. Alger, very reluctantly, $3.40. Now, you under-
stand that these were the statements of the directors as I jotted
them down.

Mr. SAPERSTEIN. All right.
Mr. WILSON. Mr. Stair the same as Mr. Alger. Mr. Barbour:

Should not pay out more than we earn, $2.40. Favoring cut. Mr.
Douglas, cut $2.40. Mr. Browning, cut now. Mr. Bodde, 85 cents,
indicating old rate. Mr. Chittenden, cut. Mr. Mills, $2.40, indicat-
ing cut. Mr. Gilchrist, large losses. Cut to the bottom. Mr. Liv-
ingstone, $3.40. Mr. Seyburn, take the cut, $2.40. Mr. McMillan,
85 cents for 3 months.

Senator COUZENS. That means the existing rate.
Mr. WILSON. Yes; the old rate, for that particular time.
Mr. SAPERSTEIN. IS that all of the memorandum?
Mr. WILSON. That is all that I have. I remember distinctly, Sen-

ator Couzens, at that time, that Mr. Seyburn, before voting, re-
quested that the senior officers of the bank who were directors, ex-
press their viewpoint before he would take a vote, and he requested
what they thought about a dividend.

Senator COUZENS. And that was done?
Mr. WILSON. That was done, and their statements are so recorded

in that memorandum.
Senator COUZENS. The statements of what the senior officers said?
Mr. WILSON. Yes, sir; those which were directors.
Senator COUZENS. Are those included in the list that you just

called off?
Mr. WILSON. Yes, sir.
Senator COUZENS. I was called out of the room awhile ago while

the deposits of the two banks were being read into the record. Who
was the directing head of the People's Wayne County Bank when
this consolidation was made?

Mr. WILSON. Mr. Mills was the chairman.
Senator COUZENS. And who was the directing head of the First

National Bank?
Mr. WILSON. Well, I would say it was Mr. Ballantyne, as chair-

man. Mr. Chittenden was also the president of the First National
Bank at that time, but the operation of the bank was more or less
left to Mr. Chittendfen by Mr. Ballantyne.

Senator COUZENS. SO that when these two great institutions com-
bined there were two factions apparently, because you said there was
a conflict, and therefore the desirability on the part of the Detroit
Bankers Co. to unify the management; is that correct?
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Mr. WILSON. Well, naturally, as in the case of two large institu-
tions, it was thought better to consolidate the institutions, and then
when you attempt to consolidate the personnel that becomes a most
troublesome melting pot. You can consolidate figures, but you can-
not consolidate bank officers and personnel.

Senator COUZENS. SO when you consolidated the figures, and, I
assume, the money, you found that you could not consolidate the
management of the People's Wayne County Bank and the First
National Bank; is that correct?

Mr. WILSON. Well, that is where quite a great deal of discussion
was entered into in regard to the bylaws.

Senator COUZENS. And that was the point where Mr. Ballantyne
complained that he could not get adequate authority, is it?

Mr. WILSON. And that is correct.
Senator COUZENS. That he could not get adequate authority?
Mr. WILSON. That he could not get adequate authority; yes.
Senator COUZENS. And I assume that was brought about by the

faction in the First National Bank, and the faction in the Peoples
Wayne County Bank, which, it was attempted, should be put into
the melting pot?

Mr. WILS6N. I believe that is correct.
Senator COUZENS. SO that created a faction that brought about,

eventually, both the resignation of, Mr. Ballantyne and yourself, is
that correct?

Mr. WILSON. Well, for the sake of argument we will say it is
substantially correct.

Senator COUZENS. SO in the politics of bank management, so-
called, the Mills faction won out over the feallantyne faction, is that
correct ?

Mr. WILSON. Substantially so; yes, sir.
Senator COUZENS. At least substantially so?
Mr. WILSON. Yes, sir. But I should like to add this: That when

they let Mr. Ballantyne go they immediately began to destroy confi-
dence in the entire banking situation in Detroit. Senator Couzens,
you talked about " smart money " going out, on yesterday, and smart
money started out then.

Senator COUZENS. And smart money did go out then, is that it?
Mr. WILSON. Mr. Ballantyne had the respect of the community and

of the bankers, as to soundness, and he still has.
Senator COUZENS. Apparently that was the inference, that that

was the thing Mr. Mills did not have.
Mr. WILSON. Mr. Mills' experience as a banker is quite limited,

unfortunately.
Senator COUZENS. SO it was unfortunate that his banking experi-

ence was so limited; is that correct?
Mr. WILSON. Yes; I think it was unfortunate.
Senator COUZENS. SO there was a situation of more than mere

figures.
Mr. WILSON. There was more than figures.
Senator COUZENS. There was the matter of personality and public

confidence involved.
Mr. WILSON. Yes, sir.
Senator COUZENS. And after this consolidation, because of the

politics of the situation, public confidence was lost?
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Mr. WILSON. I firmly believe that.
Mr. SAPERSTEIN. Mr. Wilson, did you inaugurate this so-called

4i claims department" in the merged bank?
Mr. WILSON. I would not say that I inaugurated the claims de-

partment. A claims department was first considered, as I recall it,
following the examination of the First National Bank by one of the
national bank examiners in the early part of 1931. And it was
thought that in view of the increased accumulation of past-due items,
and also in regard to items which we had inherited from the Ameri-
can State Bank, it would be advisable to set up a special loan depart-
ment to take care of loans which were becoming past due.

Mr. SAPERSTEIN. Were you in_charge of that department?
Mr. WILSON. I was not.
Mr. SAPERSTEIN. Who was in charge of it?
Mr. WILSON. Mr. Guy Bratton was selected to take charge of the

special loans or claims department which was inaugurated about
July 1,1931. )

Mr. SAPERSTEIN. On July 1, 1931, was this department organized
to the point where it was ready to function?

Mr. WILSON. I believe that Mr. Bratton started—well, now, I
believe that Mr. Bratton assumed the responsibility about that date,
tind started his organization.

Mr. SAPERSTEIN. From that date or about that date did the two
institutions, the First National Bank and the People's Wayne County
Bank, commence to turn over to the claims department those items
which were to be acted upon by the claims department in an attempt
to liquidate them?

Mr. WILSON. Did the People's Wayne County Bank do it?
Mr. SAPERSTEIN. Yes.
Mr. WILSON. I believe the records would indicate the extent to

which they turned over their items.
Mr. SAPERSTEIN. What was that answer ?
Mr. WILSON. I say, I believe the records would indicate as to the

•extent to which they were turning over their special loans or items
at that time.

Mr. SAPERSTEIN. Will you refer to those records and tell me to
what extent the People's Wayne County Bank referred items to this
claims department during the year 1931 ?

Mr. WILSON (looking over some papers). Well, the first statement
I have is for the month of September 1931.

Mr. SAPERSTEIN. HOW many claims were referred to the claims
department during that month ?

Mr. WILSON. By whom?
Mr. SAPERSTEIN. By the Peoples Wayne County Bank.
Mr. WILSON. According to this record, in round figures, $337,000,

which includes items of the American State Bank of $293,000.
Mr. SAPERSTEIN. HOW much was referred by the Peoples' Wayne

County Bank for the month of October 1931 ?
Mr. WILSON. I t shows $86,000, which includes items of the Ameri-

can State Bank of approximately $68,000.
Mr. SAPERSTEIN. For the month of November how much did

the Peoples Wayne County Bank refer to the claims department?
Mr. WILSON. I haven't the November figures, but I do have the

December figures.
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Mr. SAPERSTEIN. Will you give us the December figures?
Mr. WILSON. The December figures show $1,007,000, which in-

cludes items of $504,000 previously charged off, and one of $372,000
of the American State Bank.

Mr. SAPERSTEIN. Will you give us the figures for January 1932 ?
Mr. WILSON. For the Peoples Wayne County Bank, $13,974,000.
Mr. SAPERSTEIN. Can you explain that increase ?
Mr. WILSON. That includes American State Bank items of

$6,842,000.
Mr. SAPERSTEIN. Can you explain the very decided increase in the

amount which was referred by the Peoples Wayne County Bank to
the claims department in January of 1932 over the amount which
have been referred in December of 1931 ?

Mr. WILSON. Well, this would indicate that in the month of
January the Peoples Wayne County Bank office, following the
consolidation on December 31, 1931, had turned over their claims
department to the consolidated claims department.

Mr. SAPERSTEIN. Weren't they required before the consolidation
to turn their claims over to the claims department?

Mr. WILSON. I think that was the contemplated plan originally,
that the consolidated claims department would handle all claims of
the Peoples Wayne County Bank and of the First National Bank.

Mr. SAPERSTEIN. Why didn't they turn them over before the
consolidation ?

Mr. WILSON. I cannot answer that.
Mr. SAPERSTEIN. Were attempts made to induce them to do so?
Mr. WILSON. Yes, sir.
Mr. SAPERSTEIN. By whom ?
Mr. WILSON (after, apparently, engaging in deep thought for

about 1 minute). I think that final action on that was taken by Mr.
Ballantyne in the latter part of 1931.

Mr. SAPERSTEIN. What did the final action consist of?
Mr. WILSON. I t consisted of claims of the Peoples Wayne County

Bank being turned over to the consolidated claims department, the
special loan department.

Mr. SAPERSTEIN. Who had been the executive head of the Peoples
Wayne County Bank up to the time of the merger?

Mr. WILSON. Mr. Mills had been the executive head, as chairman
of the board.

Mr. SAPERSTEIN. Did the Detroit Bankers Co., or the officers of
that company, who were handling this claims department, meet
any resistance on the part of Mr. Mills, or of any other officers of
the Peoples Wayne County Bank, to turning over their claims to
the claims department?

Mr. WILSON. Well, I would say there was resistance on the part
of the Peoples Wayne County Bank, but it would be difficult for
me to say from whom.

Mr. SAPERSTEIN. I t was not until January of 1932 that that re-
sistance was finally broken down?

Mr. WILSON. I believe that is substantially correct.
Mr. SAPERSTEIN. Did the Peoples Wayne County Bank have a

claims department of its own?
Mr. WILSON. They did; yes, sir.
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Mr. SAPERSTEIN. Did you have opportunity to observe whether
that claims department was functioning efficiently?

Mr. WILSON. I do not believe I am in possession of sufficient facts
to properly answer that question.

Mr. SAPERSTEIN. Let me show you what appears to be an original
letter dated October 27, 1931, on the letterhead of the Peoples
Wayne County Bank, signed with the initials " D. M. I." over the
typewritten name " D . M. Irwin." Who was Mr. Irwin?

Mr. WILSON. Mr. Irwin was in charge—well, what is the date of
that communication?

Mr. SAPERSTEIN. I t is dated October 27, 1931.
Mr. WILSON. Mr. Irwin was in charge of the claims department

of the Peoples Wayne County Bank office at that time.
Mr. SAPERSTEIN. Can you identify the letter which I now show

you as having been received by you or by any member of the staff
of the Detroit Bankers Co. ?

Mr. WILSON (after looking at the letter). Well, it is addressed to
" Members of the staff." I presume it was so received.

Mr. SAPERSTEIN. Members of the staff of what company?
Mr. WILSON. Of the claims department of the Peoples Wayne

County Bank, Detroit, Mich.
Mr. SAPERSTEIN. Mr. Chairman, I now offer that, letter in evidence.
The CHAIRMAN. Let it be admitted.
(A letter dated Oct. 27, 1931, addressed to Members of the Staff,

Claims Department, Peoples Wayne County Bank, and signed " D. M.
Irwin ", was marked " Committee Exhibit No. 170, Feb. 8,1934 ", and
will be found immediately following where read by Mr. Saperstein.)

Mr. SAPERSTEIN. The letter which has been marked "Committee
Exhibit No. 170 " as of this date, is as follows:

PEOPLES WAYNH COUNTY BANK,
Detroit, Mich., October 27, 1931.

MEMBERS OF THE STAFF, CLAIMS DEPARTMENT,
Peoples Wayne County Bank, Detroit, Mich.

During the summer months the Bank makes very little attempt to control the
hours of employment, it being frequently felt that bright summer afternoons
are better devoted to golf than to business. [Laughter.]

However, during the fall and winter season a regular schedule goes into
effect. The hours of this Department will be:

Daily: 8: 30 a.m. to 5:00 p.m.
Mondays: 8:30 a.m. to 4:30 p.m. and 6: 00 p.m. to 8:00 p.m.
Saturdays: 8: 00 a.m. to 1:00 p.m.
Inasmuch as time clocks are not punched by members of the Department,

I should appreciate everybody conforming to the schedule in so far as is
practicable.

Personally, I feel that during this stress period, especially with our compet-
tition with the Detroit Bankers Company, that it would be well for every mem-
ber of the staff to add at least one evening's work voluntarily to the regular
schedule. Whether this evening be devoted to office work or outside is imma-
terial.

I am relying on having the same cooperation that we have had in the past.
Very truly yours,

(Signed> D.M.I.
D.M. IRWIN.

What competition is referred to by Mr. Irwin, do you know, Mr*
Wilson?

Mr. WiiiSON. Well, I wouldn't know just what he had in mind.
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Mr. SAPERSTEIN. What he says is:
Personally, I feel that during this stress period, especially with our competi-

tion with the Detroit Bankers Company.

That was your company, wasn't it?
Mr. WILSON. I was vice president of it.
Mr. SAPERSTEIN. Were you aware of any competition existing be-

tween your company, or the claims department of your company, and
the claims department of the Peoples Wayne County Bank ?

Mr. WILSON. Yes; very definitely so.
Senator COUZENS. What was that competition like?
Mr. WILSON. Well, they desired to keep their own special loans and

claims and make their own collections. They did not desire to turn
them over to the Detroit Bankers Co. By keeping them in their own
office they retained control of those loans.

Senator COUZENS. SO he was not talking about golf competition,
was he? [Laughter.]

Mr. WILSON. I do not believe so, Senator Couzens.
Mr. SAPERSTEIN. Was it your opinion at that time that the

claims department of the Detroit Bankers Co. was better qualified
and more efficient than the claims department of the Peoples Wayne
County Bank?

Mr. WILSON. I t was my opinion at that time; yes.
Mr. SAPERSTEIN. NOW, Mr. Wilson, I want to show you a memo-

randum to Mr. John Ballantyne, which bears the typewritten signa-
ture " Mark A. Wilson ", under date of October 14,1931, and ask you
whether that memorandum was prepared by you and presented to
Mr. Ballantyne?

Mr. WILSON (after looking at the memorandum). I believe so; yes.
Mr. SAPERSTEIN. Mr. Chairman, I desire now to offer it in evidence.
The CHAIRMAN. Let it be admitted.
(A memorandum dated Oct. 14, 1931, to John Ballantyne and

signed by Mark A. Wilson in typewriting, was marked " Committee
Exhibit No. 171, Feb. 8, 1934", and will be found immediately
following were read by Mr. Saperstein.)

Mr. SAPERSTEIN. The memorandum which had been marked " Com-
mittee Exhibit No. 171" of this date, is dated October 14, 1931, and
addressed to Mr. John Ballantyne, and reads as follows:

1. A set-up is being prepared today by Mr. VerheUe, which will be available
tomorrow morning. This set-up will show the necessary steps to be taken to
reduce the operating- costs of our various units, an additional million dollars
or over. I believe that it is imperative for this step to be taken immediately.

Mr. Frank Wolf, president of The Commonwealth-Commercial, has indi-
cated to me, which I have transmitted to Mr. MiUs, that he would be willing
to lease the space of The Bank of Michigan office, from The Peoples Wayne
County Bank, provided The Peoples Wayne County Bank would purchase from
his bank, mortgages to the extent of $2,000,000. He might be willing to take
a lesser amount, which would enable us to dose one additional down-town
office.

2. The matter of adjusting our " Officers & Employees" loans, as per the
recommendation of the Detroit Bankers Company Board, should not be de-
layed any longer. I have given Mr. Clark, as chairman, a memorandum to
this effect. This is vital to the morale of our organization.

3. The Joint Claims Department, operating under Mr. Bratton's direction,
is not functioning according to schedule or expectation. Either this depart-
ment should be discontinued or we should have full cooperation from the
Peoples Wayne County Bank. There are millions of dollars of claims which
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should have the constant attention of the best man-power available in our
organization. We have been drifting in this work.

4. Both the First National Company and the Detroit Company are hope-
lessly insolvent. Substantial capital will have to be transferred to them to
permit the meeting of their obligations. A definite policy must be determined
upon and certain individuals charged with the task of working out these
problems.

There are additional steps and adjustments which will be necessary, but I
believe the above can be carried out without conflicting with any program
which may be determined upon at a later date.

MARK A. WILSON.

Mr. Wilson? I want to direct your attention first to this refer-
ence to the joint claims department operating under Mr. Bratton's
direction. That is the claims department we have been referring to,
isn't it?

Mr. WILSON. It is.
Mr. SAPERSTEIN. I want to call your attention also to this

statement:
Either this department should be discontinued or we should have full coopera-

tion from the Peoples Wayne County Bank.

Were you seriously contending at that time that the depart-
ment should be discontinued if you could not get the cooperation of
the Peoples Wayne County Bank?

Mr. WILSON. I believed that it should be discontinued and the
First National set up its own claims department and the Peoples
Wayne County Bank its own claims department. But at that par-
ticular time we were in the midst of the consolidation of those two
banks.

Mr. SAPERSTEIN. Did you feel that the cooperation of the Peoples
Wayne County Bank was so vital that the primary function of
the claims department was lost without that cooperation?

Mr. WILSON. Yes.
Mr. SAPERSTEIN. SO that otherwise it should be discontinued ?
Mr. WILSON. The primary function was lost unless we could have

full cooperation.
Mr. SAPERSTEIN. I call your attention to the statement that you

make in paragraph 4 of this memorandum:
Both the First National Co. and the Detroit Co. are hopelessly insolvent.

When you made that statement was it based upon your survey
of the condition of those two companies ?

Mr. WILSON. That was the result of my observations at that time.
It was my belief.

Mr. SAPERSTEIN. When you used the term " hopelessly insolvent",
did you intend to convey to Mr. Ballantyne that there was no use
in attempting to rehabilitate these companies or to keep them alive
any longer?

Mr. WILSON. They were both in process of liquidation.
Mr. SAPERSTEIN. YOU stated here that substantial capital will

have to be transferred to them to permit the meeting of their
obligations.

Mr. WILSON. That is true.
Mr. SAPERSTEIN. Was substantial capital transferred to them?
Mr. WILSON. I do not recall that there was any substantial capital

transferred to them at that time.
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Senator COUZENS. When was it that the First Detroit Co., if I have
the title correct, or the Detroit Trust Co., was turned over to the
Detroit Bankers Co. ? Do you recall some earlier testimony where
there were dividends paid by the Detroit Trust Co. to the Detroit
Bankers Co. through the liquidation of capital stock of the Detroit
Co.?

Mr. WILSON. AS I recall it, that was in Becember of 1931, but I do
not have the exact date.

Senator Couzens. In December of 1931?
Mr. WILSON. Yes, sir.
Senator COUZENS. That was after the date of this memorandum

of yours?
Mr. WILSON. Yes.
Senator COUZENS. I am at a loss to know how the Detroit Trust

Co. could declare a dividend in the matter of a wholly insolvent
company.

Mr. WILSON. This was between the First Detroit Co. and the De-
troit Trust Co.

Senator COUZENS. Oh, there is a difference between the First
Detroit Co. and the Detroit Co.?

Mr. WILSON. Oh, yes.
Senator COUZENS. The First Detroit Co. was the one that was

solvent and the one that declared the dividend ?
Mr. WILSON. Yes, sir.
Senator COUZENS. And the Detroit Co. was an affiliate or selling

organization ?
Mr. WILSON. Of the Detroit Trust Co.; yes, sir.
Senator COUZENS. All right.
Mr. SAPERSTEIN. The First Detroit Co. was the company that ulti-

mately came to be known as the "Assets Realization Co.", wasn't it ?
Mr. WILSON. I do not think so.
Senator COUZENS. That was the First National Co.
Mr. WILSON. I believe that is right.
Mr. SAPERSTEIN. What happened to the First Detroit Co. ulti-

mately?
Mr. WILSON. I haven't those facts and I don't know. The First

Detroit Co. was in operation at the time I left.
The CHAIRMAN. What were the relations between the Detroit Co.

and the First National Co.?
Mr. WILSON. Up to the time when I left there wasn't any particu-

lar relationship. The Detroit Co. was an affiliate of th© Detroit
Trust Co., and the First National Co. was an affiliate of the First
National Bank.

The CHAIRMAN. YOU mentioned them in some connection, and I
didn't know what one had to do with the other.

Mr. WILSON. NO.
The CHAIRMAN. It did not make any difference to you what be-

came of the Detroit Co., as I understand.
Mr. WILSON. Well, the Detroit Co., Senator Fletcher, was owned

by the Detroit Trust Co.
Mr. SAPERSTEIN. Mr. Wilson, I want to call your attention to the

following statement, which appears in Committee Exhibit No. 171,
under the second paragraph:
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The matter of adjustment of our officers and employees loans, as per the
xecommendation of the Detroit Bankers Co. board, should not be delayed any
longer.

To what recommendations did you refer, Mr. Wilson?
Mr. WILSON. May I see that for a minute?
Mr. SAFERSTEIN. Certainly.
Mr. WILSON (looking at the letter again). I do not recall the

specific recommendations. That matter was discussed at several
meetings of the board of the Detroit Bankers Co., and had been
referred to a committee of the Detroit Bankers Co. for recommenda-
tion, to assist officers and employees in their obligations, their loans
to the bank. I do not recall any definite recommendation having
been carried through that extended assistance.

Mr. SAPERSTEIN. Are those the recommendations to which Mr.
Mills referred in his testimony yesterday, when he said that a
schedule was prepared for each officer and employee of the amount
he was to pay monthly?

Mr. WILSON. That is quite possible, but I do not recall as to that
specific recommendation at that time. I t is quite possible, however.

Mr. SAPERSTEIN. At the time when you first began to look into
the matter of the advisability of the Detroit Bankers Co. taking
those stocks over from the First National Co., did you canvass
the opinion of the commissioner of banking of the State of Michigan,
and other governmental authorities, to find out their views as to
the advisability of such a move ?

Mr. WILSON. AS I remember it, I did.
Mr. SAPERSTEIN. Did you write a letter to Mr. Reichert, commis-

sioner of banking of Michigan, asking for his opinion on that
subject?

Mr. WILSON. I believe I did.
Mr. SAPERSTEIN. Did you receive a reply to your letter?
Mr. WILSON. That is my recollection.
Mr. SAPERSTEIN. I show you a letter signed by E. E. Reichert,

addressed to you, under date of February 21, 1930, and ask you
whether this is the reply that you received to your letter soliciting
Commissioner Reichert's opinion.

Mr. WILSON (after looking at the letter). I believe that is the reply
to such communication.

Mr. SAPERSTEIN. Mr. Chairman, I now offer it in evidence.
The CHAIRMAN. Let it be admitted.
(The letter dated Feb. 21,1930, from Commissioner R. E. Reichert,

commissioner, State banking department, to Mark A. Wilson, vice
president, Detroit Bankers Co., was marked " Committee Exhibit
No. 172, February 8,1934 ", and will be found immediately following
where read by Mr. Saperstein.)

Mr. SAPERSTEIN. The letter, which has been marked " Committee
Exhibit No. 172 ", as of this date, is as follows:

MICHIGAN STATE BANKING DEPARTMENT,
LANSING, February 21, 1980.

Mr. MABK A. WILSON,
Vice President, Detroit Bankers Company,

First National Bank BuUdmff, Detroit, Mich.
DEAE MABK: I have your letter enclosing a booklet showing the financial

status of the Detroit Bankers Company which I was very glad to receive.
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The question that you raise in your last paragraph is one that in my
opinion is open to argument. Anticipating that this whole question of branch
banking, group banking, and unit banking will have a thorough airing, both
in congress and possibly in the next session of the state legislature, it may
be wise to act rather conservatively on any program of extension.

You and I have discussed this matter quite thoroughly on previous occasions,
and I think are of the opinion that group banking is not without its benefits
but whether they will over shadow some of the disadvantages, only time will
tell. As you know, I have always questioned whether group banking could
be made operative. I am firmly of the opinion, until proven otherwise, that
it will eventually mean branch banking, and then the question arises whether
we are ready to accept a branch banking system.

I think that your plan of confining your operations to the metropolitan dis-
trict of Detroit, until such time as the group banking system shall have a
further trial and has thoroughly been discussed, is in my opinion a very wise
move for the present time.

I shall be glad to d.scuss this matter with you when I am again in Detroit.
Sincerely yours,

(Signed) R. E. REXOHERT,
Commissioner.

The CHAIRMAN. Mr. Wilson, what is your opinion on group bank-
ing now, after all of your experience ?

Mr. WILSON (after lapsing into thought for about 1 minute). Well,
Senator Fletcher, I would not be in favor of it.

The CHAIRMAN. And what about branch banking?
Mr. WILSON. AS to branch banking I have a very definite opinion.

I believe that we could have county-wide branch banking, but I do
not believe we are ready for State-wide branch banking.

Senator COUZENS. YOU would limit branch banking to county-wide
limits, would you?

Mr. WILSON. Yes, sir. I do not think we are ready for State-wide
branch banking. And that is partly due to the fact that we have
not the trained bankers to carry it through.

Senator COUZENS. But as I understand you, you are quite con-
vinced that group banking or chain banking is not good public
policy?

Mr. WILSON. Senator Couzens, during this period, and as Mr.
Haass first indicated in his annual report of the Detroit Bankers Co.,
he was not endorsing group banking. The Detroit Bankers Co. at-
tempted to confine its operations to the metropolitan district of
Detroit; and it was hoped by those consolidations that we would
eventually be able to discontinue the holding company, through
consolidations. And if the bank had gone through the crisis last
year it would have been in position at this time to have discontinued
a holding company insofar as the metropolitan district of Detroit
is concerned, because they could have established those outlying banks
as branches, and would have had one banking structure, with trust
companies.

Senator COUZENS. And you favored the abolition of any holding
company plan in the unification ?

Mr. WILSON. We thought that would be possible in a 5-year
period. That was one reason why I always opposed branching' out
through the State, because I thought we could eventually get county-
wide branch banking, and could convert those outlying banks into
branches of the downtown office.

Senator COUZENS. Mr. Stair was in error, then, when he said that
the organization of the Detroit Bankers Co. would confer greater
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loaning facilities to industry through the Detroit Bankers Co., was
he not ?

Mr. WILSON. Well, now
Senator COTJZENS (continuing). In other words, it did not increase

their capital or surplus.
Mr. WILSON. That, to my mind, was never taken into consideration

at that time.
Senator COUZENS. I t was not a factor in the organization of the

Detroit Bankers Co. ?
Mr. WILSON. NO, sir; not to my knowledge.
Mr. SAPERSTEIN. Mr. Wilson, did you also solicit the opinion of

the Comptroller of the Currency with regard to the advisability of
this expansion program?

Mr. WILSON. Yes, sir.
Mr. SAPERSTEIN. I show you a letter addressed to you, signed by

J . W. Pole, and ask you whether you received that letter from Mr.
Pole?

Mr. WILSON (after looking at the letter). I did.
Mr. SAPERSTEIN. Mr. Chairman, I now offer the letter in evidence.
The CHAIRMAN. Let it be admitted.
(A letter from J. W. Pole, Comptroller of the Currency, to Mark

A. Wilson, dated Feb. 28,1930, was marked " Committee Exhibit No.
173, Feb. 8, 1934 ", and will be found immediately following where
read by Mr. Saperstein.)

Mr. SAPERSTEIN. The letter which has been received in evidence
and marked " Committee Exhibit No. 173 ", as of this date, is as
follows:

TREASURY DEPARTMENT,
Washfaffton, February 28,1980.

Mr. MARK A. WILSON,
Vice President, Detroit Bombers Co., Detroit, Mich.

DEAR MB. WILSON : I wish to thank you for your letter of the 18th, enclosing
booklet detailing the component parts of the Detroit Bankers Co.

I note you personally have taken the position that the operations of this
company should be confined to the Detroit Metropolitan District, and request
an expression of an opinion from me. I am sending herewith copy of state-
ment made by me before the Banking and Currency Committee this week, from
which you should be able to get a clear idea as to the direction in which my
mind runs.

Have you a copy of that statement, Mr. Wilson, that he sent to
you?

Mr. WILSON. NO ; I have not.
Mr. SAPERSTEIN. I will resume the reading of the letter:
As to what legislation will be enacted, it is difficult to forecast notwithstand-

ing the fact that support is growing for some form of extension of branch
banking. Such exension under the group system, I feel sure, will be presented
to the committee in an impressive manner, possibly with the idea of getting
recognition from Congress as being the final solution of the banking problem.
My own opinion is that this may be merely a transitional step toward further
extension of branch banking.

The underlying purpose of my recommendation to Congress is to carry to the
rural communities a sound banking service and that the scope of 1his activity
should be confined to the area from which business would naturally flow to a
metropolitan center. You naturally would be the best judge of what consti-
tuted such an area with Detroit as the central point, and in view of this, it
might not seem unwise to take time by the forelock.

Yours very truly, (Signed) J. W. POLE,
J. W. POLE,

Comptroller of the Currency.
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Senator COUZENS. Mr. Wilson, what is your interpretation of his
statement " taking time by the forelock " ?

Mr. WILSON. Well, Senator Couzens, my reaction to that was to
probably extend our operations outside of the metropolitan district
of Detroit.

Senator COUZENS. Not within a certain trading area?
Mr. WILSON. And not confine it to a certain trading area, as Mr,

Pole was defining that policy at that time.
Senator COUZENS. The setting up of branch banking within a cer-

tain trading area.
Mr. WILSON. Yes, sir.
Senator COUZENS. What would you construe the trading area of

Detroit to be ?
Mr. WILSON. I have always wondered. I don't know. The geo-

graphical location of Detroit makes it rather difficult to confine it
to a certain trading area, to any extent.

Senator COUZENS. SO that if Congress should enact legislation to
permit branch banking by trading areas, it would be a rather diffi-
cult matter to determine the area in which branch banking should be
confined.

Mr. WILSON. I think it would be rather difficult to draw those
lines in regard to certain cities.

Senator COUZENS. And that was the reason that you a while ago
mentioned county lines?

Mr. WILSON. les. County lines have already been established,
and have existed for years, by law.

Senator COUZENS. And that is the reason you recommended only
branch banking within county lines?

Mr. WILSON. That would be my recommendation yet today.
Mr. SAPERSTEIN. Mr. Wilson, have you any suggestions or recom-

mendations that you desire to make to this committee for legislation
in regard to the banking situation?

Senator COUZENS. Mr. Chairman, might I suggest that we let that
go until after lunch. I t is now 1 o'clock.

The CHAIRMAN. YOU will be back after lunch, Mr. Wilson?
Mr. WILSON. Yes; Mr. Chairman.
The CHAIRMAN. I should like to know, first, whether you have

any suggestions to make to the committee.
Mr. WILSON. Yes, sir; I have. But it would take some time to

express them.
The CHAIRMAN. Very well. The subcommittee will now stand

in recess until 2 p.m.
(Thereupon, at 1 p.m., Thursday, Feb. 8, 1934, the subcommittee

recessed to meet again at 2 o'clock the same day, at the same place.)

AFTERNOON SESSION

The subcommittee resumed its session at the expiration of the recess.
The CHAIRMAN. The committee will come to order, please.
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TESTIMONY OF MAEK A. WILSON, DETROIT, MICH., RECEIVER
OF THE UNION INDUSTRIAL TRUST & SAVINGS BANK, FLINT,
MICH.—Resumed

Mr. SAPERSTEIN. Mr. Wilson, when we recessed you had indicated
that you had some suggestions that you desired to make to this com-
mittee to assist it in framing legislation in regard to the banking
situation. Will you be kind enough to read those suggestions into
the record?

Mr. WILSON. With your permission, just for a few moments, I
should like to make a brief statement with regard to certain matters
that I would like to clear up before I give you those suggestions.

Mr. SAPERSTEIN. Very well.
Mr. WILSON. I would like to hand to you a letter dated May 25,

1932, addressed to the First National Bank & Trust Co., Pontiac,
Mich., and signed by Alfred P. Leyburn, chief national bank exam-
iner, Seventh Federal Reserve District. There has been quite a good
deal of discussion with regard to the Pontiac situation and the estab-
lishment of a new bank, and I would like ta, offer this letter as a
partial explanation.

Mr. SAPERSTEIN. The letter which the witness has just handed to
me is on the letterhead of the Treasury Department, Office of the
Comptroller of the Currency, Chicago, dated May 25, 1932. I t is
addressed to the First National Bank & Trust Co., Pontiac, Mich.,
and signed by Alfred P. Leyburn, chief national bank examiner
Seventh Federal Reserve District. I will offer the letter in evidence,

The CHAIRMAN. Let it be received.
(Letter dated May 25, 1932, from Alfred P. Leyburn to First

National Bank & Trust Co., Pontiac, Mich., was received in evidence,
marked " Committee Exhibit No. 174, Feb. 8, 1934 ", and appears
in the record where read by Mr. Saperstein.)

Mr. SAPERSTEIN. The letter which has been marked " Committee
Exhibit No. 174 " of this date is dated May 25, 1932, and reads as
follows Treading]:

COMMITTEE EXHIBIT NO. 174

TREASURY DEPARTMENT,
OFFICE OF COMPTROLLER OF THE CURRENCY,

Chicago, May 25, 1932.
FIRST NATIONAL BANK & TRUST CO.,

Pontiac, Mich.
DEAR SIR: An appraisal of the assets of the First National Bank and Trust

Company, Pontiac, Michigan, in November disclosed a very serious impairment
of capital and surplus caused by losses. This was aggravated to a large extent
by the closing of the other bank in your city which caused heavy withdrawals,
and consequently it was necessary to collect on your best assets, which include
bonds and securities.

The officers and directors of the bank were advised of this unsound condition
and it was requested that it be remedied, otherwise it would be necessary to
make a 100% assessment on all the stockholders, as provided by the statutes,
for the protection of the depositors. This, of course, would have meant a
thirty days' notice to the shareholders and a meeting, which would have caused
adverse reports concerning the condition of the bank and would undoubtedly
have resulted in its closing due to this publicity.

An effort was made to secure the new capital necessary by the sale of
additional stock, but it was not successful. The directors then entered into
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negotiations with the Detroit Bankers Company and with the assistance and
full approval of the Comptroller of the Currency, an agreement was consum-
mated whereby that company organized a new bank, provided the entire capital
and surplus of $750,000.00, assumed all liabilities, and took over all assets
of the old bank.

To insure against loss from further shrinkage in the value of bonds and
other assets and that these could be liquidated within a period of two years
at the valuations fixed by the officers and directors a guarantee fund was
created. The amount of this fund is $600,000.00, the equivalent of an assess-
ment of 100% which would have been levied upon all the stockholders.

The prompt and generous action of the small group of directors, officers,
stockholders and public-spirited citizens who met the emergency by agreeing
to temporarily provide the guaranty fund and posted cash and securities
amounting to $600,000.00 unquestionably saved the closing of the bank. It like-
wise saved the stockholders from an immediate assessment of 100% on their
stock and undoubtedly prevented further losses in the event they would have
been compelled to raise funds from the sale of securities or otherwise to meet
the assessment.

It would appear that the stockholders should recognize that the burden of
this guaranty fund justly belongs to the stockholders in proportion to their
individual holdings and not to the few who came to the rescue of the bank by
making considerable sacrifices and assumed the guaranty in order that the
deal might be consummated.

Very truly yours,
(Signed) ALFRED P. LEYBUBN,

Chief National Bank Exammer, Seventh Federal Reserve District

Have you anything to add to that statement in regard to the First
National Bank & Trust Co. of Pontiac?

Mr. WILSON. NO ; except the fact that there was possibility of fire
breaking out in Pontiac, and in cooperation with Mr. Leyburn we
decided to proceed with the organization of the new National Bank
to take over the old First National Bank & Trust Co. of Pontiac,
which was done. The General Motors Corporation put a million
dollars on deposit; the Detroit Bankers Co. supplied a new capital
of $750,000; three additional directors from General Motors Corpor-
ation were added to the board, and the. local directors contributed
approximately $500,000 and a pledge of securities to the Detroit
Trust Co. as trustee to guarantee the stock assessment up to that
extent; and we thought we were doing a good job in Pontiac, al-
though I took the definite position with Mr. Ballantyne that the
Detroit Bankers Co. should not go into Pontiac; that if the bank had
to fail, let it fail and take the consequences; although I later went
through it with Mr. Leyburn and made the set-up which led to the
reorganization.

Senator COTJZENS. YOU remember that there has been considerable
testimony introduced here, as to a diversion ?

Mr. WILSON. That is right, Senator.
Senator COTJZENS. A diversion of a dividend of a million and a

half dollars of the First National Bank to the Detroit Bankers Co.
for the purpose of liquidating their debt of which $750,000 was
later turned over to the Pontiac bank. Do you know anything about
that?

Mr. WILSON. My recollection of that is that the dividend was one
million and a half paid by the First National Bank to the Detroit
Bankers Co. for the purposes indicated in the resolution drafted by
Mr. Long. Later on difficulty existed in Pontiac, and in order to
save the situation the money was used for that purpose.
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Mr. SAPERSTEIN. There is nothing in this letter which I have just
read, exhibit 174, to indicate that the Comptroller of the Currency
approved of or even knew of the fact that this fund of $750,000 was
being diverted from the original purpose for which it had been
created, is there?

Mr. WILSON. I do not believe Mr. Leyburn knew. He knew that
the Detroit Bankers Co. was putting uj) the money. I doubt seriously
if he knew from what pot it was coming. He just knew they were
furnishing the capital. That would be my recollection.

Mr. SAPERSTEIN. DO you know at whose request or instigation the
fund of $1,500,000 was diverted from its original purpose, namely,
the liquidation of the indebtedness of the First National Bank?

Mr. WILSON. I t was done with a great deal of care. The matter
was presented as recorded in the minutes of the Detroit Bankers Co.,
and the members of the board of the Detroit Bankers Co., who were
also the governing committee of the bank, after due consideration of
all the facts that were then known, believed unanimously that we
should go in and save the Pontiac situation. So they carried out the
reorganization of this new national bank in Pontiac to take over the
old First National Bank in Pontiac.

Senator COTJZENS. Did you make any check of the securities of the
First National Bank & Trust Co. of Pontiac before the Detroit
Bankers Co. went in there with new capital ?

Mr. WILSON. Yes, we did, Senator; and I would like very much to
present our findings on that.

Senator COUZENS. I think it would be appropriate, because there
has been a lot of controversy about the wisdom of the procedure,
especially for those who put up the $600,000 to prevent the double
assessment.

Mr. SAPERSTEIN. Will you take charge of these notes of yours and
pick out the information that would help you to answer Senator
Couzens' question ?

Mr. WILSON. Prior to the time that the examination of the First
National Bank & Trust Co. of Pontiac was made by the examiners
of the Detroit Bankers Co. there had been an examination made by a
national bank examiner under date of November 23, 1931. That
was about 90 days prior to the time we finally perfected the reorgani-
zation. This national bank examiner's report reflected doubtful
$89,659; and most of that was depreciation of bonds. There was a
loss of $81,443, and most of that was additional depreciation of bonds
which he thought ought to be written off. In fact, there was $88,562
of depreciation of bonds recorded in the doubtful column and $71,- *
510.48 recorded in the loss column. So substantially all of the doubt-
ful and loss items were depreciations. That was under date of
November 23, 1931.

Senator COUZENS. I understood you to say, Mr. Wilson, that the
Detroit Bankers' arrangement was consummated within 90 days after
that?

Mr. WILSON. I think so.
Senator COUZENS. HOW do you account for the fact that Mr. Ley-

burn's letter was not written from Chicago until May 25, 1932?
Mr. WILSON. The reason for that, Senator, is that the directors out

there who would put up this money desired to proceed with the stock
175541—34—PT 12 19
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assessment and they wanted a letter from Mr. Leyburn in order to
show to the stockholders who had not originally contributed. That
is my recollection.

In this national bank examiner's report there is approximately
only $11,000 of doubtful loans and losses; and in our examination
that was made practically 90 days later than that we showed $408,000
of doubtful loans and discounts and $271,000 in doubtful and loss
loans and discounts. Our total recapitulation on that date was as
follows:

Doubtful, $728,000; loss, $814,000.

That shows quite a wide variation between the national-bank
examiner's report 90 days prior

The CHAIRMAN. What was the capital ?
Mr. WILSON. The capital of that bank was $600,000.
Senator COUZENS. SO by comparison of those figures you conclude

that the national-bank examiners had been very liberal in their ap-
praisal of the assets ?

Mr. WILSON. The national-bank examiners had been very liberal.
Senator COTJZENS. Because your own investigation showed that the

condition was much worse than that shown by the national-bank
examiners.

Mr. WILSON. That is correct.
The CHAIRMAN. Was the new bank successful? Has it gone on

all right?
Mr. WILSON. The new bank did not succeed, and there is quite a

story to that.
The CHAIRMAN. They y^ere reorganized and set up and reopened

and did business?
Mr. WILSON. They got organized and set up, and we also placed

in that bank one of our most capable men as executive vice president
for liquidation purposes and for carrying through certain policies
that we thought were sound for that institution; and I have a very
complete record in regard to what was done during that period, from
that time up to the date of the holiday.

Senator COUZENS. When did this reorganized First National Bank
of Pontiac close?

Mr. WILSON. Are you referring to the new one that we set up ?
Senator COUZENS. Yes.
Mr. WILSON. It was at the time of the holiday declaration.
Senator COUZENS. And it never opened after that?
Mr. WILSON. It never opened after that; but since that time it

has paid its depositors 65 percent, already, within 4 months. One
of the reasons it did not open was because there was a switching of
papers.

Mr. SAPERSTEIN. What do you mean by that ?
Mr. WILSON. I mean just that.
Mr. SAPERSTEIN. Can you define that for the purpose of the record ?
Mr. WILSON. The First National Bank of Pontiac, as I iim in-

formed and believe, had approximately $600,000 of excess funds.
This bank had no bills payable at the time it was closed. I t had
substantial cash and bonds. I have a statement to that effect. It
also had excess funds to the extent that it was able to purchase paper
to the amount of about $600,000, and that was supposed to be prim«
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paper purchased from the First National Bank of Detroit. At the
time of the trouble in Detroit I am advised that there was nonredis-
countable paper exchanged for the most desirable paper which was
held by the First National Bank of Pontiac, because the bank in
Detroit was trying to collect a substantial amount of paper which
was eligible for rediscount with the Federal Reserve Bank of Chi-
cago. In the final compromise they took approximately $100,000
loss on that paper and received, as I understand, about $500,000 for
their $600,000 worth of paper, in cash, bought by the officials which
assisted them in their plan for reorganization in the payment of
certain funds to the depositors.

Senator COTJZENS. The First National Bank of Pontiac deposited
$600,000

Mr. WILSON. I t had bought paper from the First National Bank
of Detroit, good-name paper.

Senator COUZENS. Bought it outright?
Mr. WILSON. Yes, sir; surplus funds.
Senator COUZENS. If they bought it outright, why was not the

transaction closed ? Why was the matter brought up again ?
Mr. WILSON. Because after the Governor's holiday in Michigan

the First National Bank was attempting to liquefy itself to the great-
est extent, and in doing that they wanted this eligible paper back
in their portfolio in order to show how much they could rediscount
with the Federal Beserve bank, to have as much available cash on
hand as they could, and they gave the Pontiac bank, in exchange for
that, poorer paper not of a rediscountable type.

Senator COUZENS. Why did the officials make such an unfavorable
exchange ?

Mr. WILSON. I cannot answer as to that, Senator.
Senator COUZENS. Was it not a rather unusual situation?
Mr. WILSON. I think so; yes, sir.
Senator COUZENS. YOU have never been able to account for why the

directors of the First National Bank of Pontiac should exchange
$600,000 of good collateral for poor collateral?

Mr. WILSON. NO ; and I was never able to account for why it was
not relicensed after the carefulness with which it was set up.

Senator COUZENS. What effect did this exchange of collateral
have?

Mr. WILSON. Following the holiday I think that bank should have
been licensed, except possibly for the fact that $600,000 of quick
assets were tied up and probably would get into litigation.

Mr. SAPERSTEIN. DO you know whether this switching of papers,
as you describe it, was discussed by the board of directors of the
First National Bank of Pontiac ?

Mr. WILSON. I do not know, sir.
Mr. SAPERSTEIN. DO you know the officers who handled the

transaction ?
Mr. WILSON. I presume the officer of the First National Bank at

Pontiac was Harold B. Ward, who was the executive vice president,
a most capable banker.

The CHAIRMAN. Did the Pontiac Bank get any money from the
B.F.C.?

Mr. WILSON. They were not borrowing any money at that time,
Senator; they did not need any money.
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The CHAIRMAN. Not even after the closing?
Mr. WILSON. After it was closed there was a new bank; it was

reorganized into a national bank later on in July, and they then
borrowed from the R.F.C. for the purpose of making a pay-off to
the depositors. I am informed by the receiver that 65 percent of the
deposits have been paid off and were paid off before August 1, 1933.

Senator £OUZENS. YOU have just spoken very highly of Mr. Ward,
who was the executive vice president. What do you think impelled
him to make this exchange?

Mr. WILSON. I presume he was under the influence of the First
National Bank officers in Detroit. That is my only answer.

Senator COTJZENS. When you resigned from the Detroit Bankers
Co. what was your observation as to the condition of the First
National Bank at that time ?

Mr. WILSON. The latest available figures I had in regard to the
condition of the First National Bank of Detroit at the time I resigned
were the figures submitted by the examiner prior to the consolidation.
Ŵ e knew at that time, of course, that there were some loans going
into the special loan department; they were increasing. We knew
real-estate values were further depreciating; we knew that the bond
account was further depreciating.

Senator COUZENS. When you left you knew that the First National
Bank was getting worse ?

Mr. WILSON. There was no question about the First National Bank
getting worse. Every other bank in the country was getting worse
at that time, through that period.

Mr. SAPERSTEIN. DO you know what the percentage of liquidity
was at the time you retired?

Mr. WILSON. I do not know, but it was very low.
Mr. SAPERSTEIN. Will you give us the benefit of your best judg-

ment as to what it was at that time ?
Mr. WILSON. I would not want to hazard a guess; but the liquidity

of the First National was never high.
Mr. SAPERSTEIN. Was it on the increase or on the decrease at the

time you retired ?
Mr. WILSON. That would be absolutely a guess; I don't know. I t

was not changing materially. That would be my best judgment and
recollection.

Senator COUZENS. DO you have anything more to say about
Pontiac ?

Mr. WILSON. NO, Senator; I believe not. I think I have covered
that situation.

Mr. SAPERSTEIN. Have you any observations to make in regard

Mr. WILSON. I have two or three other observations that I would
like to make.

Senator COUZENS. There is one matter that I would like to take
up before you conclude your testimony with respect to your recom-
mendations, and that is that during the grand-jury investigations in
Detroit there came to my attention some " window dressing " which
was alleged to have taken place between the Highland Park State
Bank and the Union Industrial Bank of Flint, and, as I recall, you
were requested to bring down all of the evidence you had in connec-
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tion with any of these banking operations in Detroit. I ask you now
if you have any evidence of the so-called " window dressing " by the
use of certificates of deposit of the Highland Park State Bank bv
the Union Industrial Bank of Flint?

Mr. WILSON. I will offer all the records I have pertaining to the
window dressing that you speak of, in view of the fact that I am re-
ceiver of the Union Industrial Trust and Savings Bank of Flint.

Mr. SAPERSTEIN. When were you appointed receiver of that bank?
Mr. WILSON. I believe, September 28,1933.
Mr. SAPERSTEIN. Since then you have been engaged in liquidating

the affairs of that institution ?
Mr. WILSON. Since then I have been engaged in the reorganiza-

tion of a bank that would make possible the maximum pay-offs of
the Union Industrial Bank and the National Bank of Pontiac, which
has been completed.

Mr. SAPERSTEIN. These records which you have produced came into
your possession as receiver of that bank, and you found these records
among the files of thaWbank ?

Mr. WILSON. That is correct.
Senator COUZENS. DO you recall the testimony that was introduced

with respect to certain alleged deposits having been made in the
Union Industrial Bank by the Guardian Detroit Bank, December
31,1931?

Mr. WILSON. I read sketches, Senator, in the newspapers only.
During that period I was quite busy. I have not been able to follow
it as closely as I would have liked to.

Senator COUZENS. Can you tell us anything from your own knowl-
edge as the receiver of the Union Industrial Bank with respect to
these certificates of deposit which have been used to wipe out bills
payable?

Mr. WILSON. I have not studied those records, Senator, sufficiently
so that I could answer the questions that might be propounded to me.
The complete original records are there, but I just simply could not
properly answer at this time. I might say that as soon as I found
that had occurred, I turned the information over to the prosecuting
attorney.

Senator COUZENS. The prosecuting attorney of Genesee County ?
Mr. WILSON. Yes; last July.
Senator COUZENS. YOU turned it over as long ago as last July ?
Mr. WILSON. I did, sir, before it came out in the investigation.
Senator COUZENS. What impelled you to turn this evidence over to

the prosecuting attorney of Genesee County ?
Mr. WILSON. The matter came to my attention in regard to those

transactions. As soon as it did I immediately went to Lansing and
discussed it with the banking department, and they advised me to
immediately turn it over to the prosecuting attorney for whatever
action he might deem advisable.

Senator COUZENS. I t must have occurred to you then that those
transactions were illegal if you did that?

Mr. WILSON. At least they were transactions of a nature that
should properly be investigated.

Senator COUZENS. By a prosecuting officer?
Mr. WILSON. That was my conclusion.
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Senator COTTZENS. During previous hearings there were introduced
into the record certain testimony and certain certificates of deposit
and records with respect to deposits made in the Union Industrial
Bank by the Guardian Detroit Bank on December 31, 1931, which
had the effect of wiping out bills payable. Then on January 2,
1932, 2 days afterward, those CD.'s were returned and deposit with*
drawn. The effect was to wipe out any bills payable in the Union
Industrial Bank; but after the December 31, 1931, statement had
been published bills payable again appeared. Among those put into
the record at that time—and I am trusting somewhat to my memory;
I may not be exactly accurate—there was a CD. for $600,000. The
testimony that was heretofore introduced referred to December 31,
1931. Tnese certificates of deposit which I now hold in my hand
are for $1,200,000 deposited in the Union Industrial Bank on Decem-
ber 31, 1931, and $600,000 deposited in the Union Industrial Bank
by the Highland Park State Bank, December 31,1930, which had the
effect, as the records show, of wiping out $1,800,000 of bills payable
as of December 31, 1930; and these were shortly afterward—some-
time between then and the 15th of January—withdrawn and the bills
payable were reinstated in the Union Industrial Bank.

I just want to make that a matter of record; and I would like to
offer in evidence, Mr. Chairman, these two certificates of deposit.

The CHAIRMAN. Let them be admitted.
(Certificate of deposit dated Dec. 31, 1930, in the amount of

$600,000, was received in evidence and marked " Committee Exhibit
No. 175, Feb. 8, 1934.")

(Certificate of deposit dated Dec. 31, 1930, in the amount of
$1,200,000, was received in evidence and marked " Committee Exhibit
No. 1T6, Feb. 8, 1934.")

Senator COTJZENS. Mr. Chairman, I would like to offer for the
record general journal ledger statement of condition of the Union
Industrial Trust & Savings Bank of Flint as of December 30, 1930,
showing bills payable of $1,800,000, and as of December 31, 1930, no
bills payable, and as of January 2, 1931, the reinstatement of
$1,000,000 of bills payable. I would like to have them just marked
for identification.

The CHAIRMAN. That may be done.
(Tabulated statement headed "Union Industrial Bank, Flint,

Mich.", dated Dec. 30, 1930, was marked for identification "Com-
mittee Exhibit No. 177, Feb. 8, 1934.")

(Tabulated statement headed "Union Industrial Bank, Flint,
Mich.", dated Dec. 31, 1930, was marked for identification "Com-
mittee Exhibit No. 178, Feb. 8, 1934.")

(Tabulated statement headed "Union Industrial Bank, Flint,
Mich.", dated Jan. 2, 1931, was marked for identification " Com-
mittee Exhibit No. 179, Feb. 8, 1934.")

Mr. WILSON. Mr. Stair indicated in his testimony that I became a
vice president of the bank at the time of its consolidation. I wish to
state that I was never an officer of any bank in Detroit at any time.

Senator COXJZENS. Your official duties were all confined to the
holding company?

Mr. WILSON. Yes, sir.
Mr. SAPERSTEIN. Of which you were vice president?
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Mr. WILSON. Yes. Mr. Stair also indicated, in regard to the re-
duction of expenses of the Detroit Bankers Co.—I forget the figure,
but it was rather a substantial amount at the time Mr. Ballantyne
and myself resigned—I believe the record will show that while there
may have been a substantial reduction in the expenses of the Detroit
Bankers Co., I believe a checking would indicate that that was only
a transfer to the First National Bank and that the expenses of the
First National Bank increased more or less.

Senator COTTZENS. In the same amount that the Detroit Bankers
Co. was reduced?

Mr. WILSON. Approximately the same amount.
That is all I have on .that. I just wanted to make that observation.
Senator COUZENS. Then vou do not agree with Mr. Stair that Mr.

Ballantyne was not active!
Mr. WILSON. That Mr. Ballantyne was not active?
Senator COUZENS. I understood he was not well and was therefore

not active and that was the reason his resignation was asked for.
Mr. WILSON. NQ ; I do not agree with that.
There was some reference also made by Mr. Stair that my exam-

iners had examined" two Eedf ord banks which were bought by the
First National Bank. That is not a statement of fact. We never
examined either of those Kedf ord banks.

Mr. SAPERSTEIN. Was there any examination made?
Mr. WILSON. An examination was made by Mr. Jacobs who was

vice president of the First National Bank at that time, and upon his
findings it was recommended that the First National Bank of Detroit
purchase, as I recollect, the assets of those two banks and assume
the deposit liabilities and probably other liabilities. I have not all
the facts, but I wanted to correct the statement that we ever ap-
proved of that. We did not. The only approval I know of was
as a member of the executive committee of the First National Bank
at the time the statement was brought in regarding the taking over
of those banks and it was presented to the committee and recom-
mended that it be done, I believe the records would show that I
voted in the affirmative.

Mr. SAPERSTEIN. Was the purchase of those Bedford banks a
wise one?

Mr. WILSON. I t was not. I think members of the executive com-
mittee believed that if it was recommended that we take them over
they would be taken over with the necessary and proper approval
of the Comptroller of the Currency. That Was not obtained.

Mr. SAPERSTEIN. YOU mean that the approval of the Comptroller
was never obtained for taking over these Eedford banks ?

Mr. WILSON. That is my understanding.
I have one other matter. There was quite a good deal of discus-

sion in regard to the twelve trustees of the Detroit Bankers Co.
wherein they owned $100 worth of stock apiece. I would like to
explain as briefly as possible what I know about those trustees'
shares.

Mr. SAPERSTEIN. Will you give us that explanation?
Mr. WILSON. Mr. Haass realized on the formation of the Detroit

Bankers Co. that it was a large job. He wanted to be asolutely in
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control throughout that period. He did not want any interference
from any directors.

Senator COUZENS. Did he mean to accomplish that by voting
control?

Mr. WILSON. He did; and you will find in those 12 names a voting
control by Mr. Haass if he had wished it in case of an emergency.

Senator COUZENS. YOU mean the committee to gather from that
that Mr. Haass would control the other 11 votes?

Mr. WILSON. That he would control sufficient votes to have a ma-
jority; he would have had a majority of the votes. That is the
explanation I have, and I believe it is a sound one, because he was
embarking upon quite a journey with his bank, with a lot of directors
who might have different opinions in regard to consolidations, and
what not.

Senator COUZENS. HOW was the change brought about so that the
board of directors of the! Detroit Bankers Co. was increased by a
considerable number later on?

Mr. WILSON. Those 12 trustees were later increased to 20, and
within a month or two later to 21. That was brought about by the
desire of some later directors to become directors of the Detroit
Bankers Co. They wanted to get in.

Senator COUZENS. What became of the 12 trustees who were there
at the organization of the Detroit Bankers Co. ?

Mr. WILSON. AS I recollect, they continued and became a part of
the 20.

Senator COUZENS. And those in addition to the 12 were as much
a part of the trustees' agreement as the original 12 ?

Mr. WILSON. Yes; and finally the 21.
Senator COUZENS. And Mr. Haass was able to control a majority

of the 21 the same as he was able to control a majority of the, 12?
Mr. WILSON. At the time they were selected I think they were

selected carefully so that the control could be carried through.
In regard to the 17-percent dividend which was declared by the

Detroit Bankers Co., and which has been discussed, I would like to
offer my explanation in regard to that.

Mr. SAPERSTEiNr Will you do so ?
Mr. WILSON. The 17-percent dividend was fixed, as I recall it, in

this manner. The Peninsular State Bank stockholders desired to
receive approximately the same returns upon Detroit Bankers Co.
stock in the way of dividends as they had been receiving upon divi-
dends on stock in the Peninsular State Bank.

Senator COUZENS. And that went through with all of the organi-
zations and became a part of the Detroit Bankers Co. ?

Mr. WILSON. I t had to go through the other major banking units
in order to carry through the requirements as desired by the directors
and officers of the Peninsular State Bank.

Mr. SAPERSTEIN. IS it not a fact, Mr. WUSOD, that the 17-percent
rate which was adopted by the Detroit Bankers Co. at its inception
represented a step up over the 5-year average dividend rate of these
five constituent banks, and that to maintain that 17-percent dividend
rate it would have been necessary for those five constituent banks to
step up their earnings as well?

Mr. WILSON. The Peninsular State Bank dividend was not stepped
up; it was reduced from $350,000 to $348,500. The DetroitDigitized for FRASER 
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Co. was stepped up very materially. That dividend rate was
$480,000 a year, and the new dividend which would be necessary for
them to pay was $1,020,000. I t was more than double. But Mr.
Browning took a position with Mr. Haass, who canvassed each one
of those bank presidents whether they could carry through with
that—Mr. Browning took the very definite position that the Trust
Co. should carry through and pay that dividend. So he was com-
mitting his institution to pay out in excess of 60 percent of the
earnings and the earnings were knocked down over a period of
Sy2 or 4 years. The Bank of Michigan dividends were stepped up
probably, as I recall, from $600,000 to $637,500. That was about a
5-percent step-up. Mr. Livingstone thought that his bank could earn
around $900,000 a year based upon previous earnings and economies
which he proposed to put through.

The First National Bank step-up was about a 10-percent step-up—
I forget the exact figure. They had been paying, roughly, about
a million dollars, and I think it was stepped up to about $1,100,000.
I t was about a 10-percent step-up. Mr. Douglas thought he could
carry through and effect economies, and his earnings had been esti-
mated at about V/2 to 2 million dollars at that time.

The real step-up came in the Peoples Wayne County Bank, which
was a step-up to $2,500,000; and the dividend rate as fixed at that
time was fixed for that purpose, but from later events it was too high,
and it should have been reduced before it was reduced.

I would like to make this one statement, that I was more or less
responsible for what was done in these outlying banks. We started
to combat the payment of dividends in those outlying banks in 1931,
and the only banks that carried through, with one exception, were
those who have today paid their depositors 100 cents on the dollar.
My records here indicate that even in June 1931 the dividend at Eiver
Rouge was discontinued. The dividend at Ecorse was discontinued
entirely in June 1931 because they were accumulating undesirable
assets. You can go through the records that I have available—and
I am perfectly willing to submit them to you—in regard to the divi-
dend policies of the outlying banks. The banks were in this position,
that the Detroit Bankers Co. had already paid a sufficient amount
of money to continue reasonable dividends without asking the out-
lying banks for any dividends for a period of a year or a year and
a half. It had already been accumulated in a very short time.

Mr. SAPERSTEIN. Mr. Wilson, do you think that the indebtedness
of $7,200,000 which the Detroit Bankers Co. assumed at the time of
the acquisition of these outlying banks was a serious contributing
cause to the difficulties in which the Detroit Bankers Co. found itself!

Mr. WILSON. There is no question whatsoever about that. I t was
a contributing factor.

Mr. SAPERSTEIN. When you say it was a contributing factor do you
mean it was the principal cause of the difficulties of the group com-
pany?

Mr. WILSON. That is correct.
Mr. SAPERSTEIN. Just before you read your suggestions I would

like to read into the record from the examiner's report of condition
of the First National'Bank of Detroit as of September 25, 1931, the
examiner's comment with regard to those Bedford banks which you
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mentioned a moment or two ago. He says, under the caption of
Criticism, Redford Banks (reading) :

The action of this bank in taking over the assets of the two Redford State
banks without first submitting them to this office for appraisal is subject to
severe criticism. You will find attached to this report schedules and ap-
praisals made of the assets held in this bank under agreements dated May
29, 1931. These agreements provide for a 5-year program under which liquida-
tion is to be made. The assets as a whole are of a highly objectionable
character and nonconforming as to admissibility, notwithstanding the fact that
the capital structure of the two banks offer a protection through the share-
holders' equity of $740,596.90, and a guarantee bond signed by the directors
of one of the banks for $25,000. Substantial loss in cases of this kind will
probably be serious. The elimination of those assets which are not con-
forming to the national banking laws or represent questionable values under
no circumstances could be permitted to run for the duration of 5 years.
Shrould an examination have been made by your department prior to the
acquisition of these assets, it would have been impossible to find sufficient
acceptable items to make the take-over possible. The responsibility of the
directors with respect to the matter is direct.

Do you agree with those conclusions of the bank examiner, Mr.
Wilson?

Mr. WILSON. I might say that I do not find any fault with it,
unless you just want me to answer in the affirmative. I believe the
examiner is substantially correct in his deduction.

I have one statement which I would like to make before offering
a few suggestions, and I will hurry through with those.

In regard to the inability of these banks to reopen following tlie
Governor's proclamation and the President's proclamation, I have
jotted down a few underlying causes. I do not believe there is any
one contributing factor; I think there are many cumulative factors
that brought about these conditions. I have them, listed very
concisely.

No. 1 is excessive and destructive competition. That has been
proven all the way through.

Senator COTTZENS. Between the Guardian Group and the Detroit
Bankers Group?

Mr. WILSON. Not only the groups but between the banks before the
formation of the groups.

The CHAIRMAN. YOU said excessive and destructive competition?
Mr. WILSON. Yes. No. 2 is lack of confidence brought about by

many causes, partly due to the listing of the bank stock on the
stock exchange and the falling of those quotations.

No. 3, the borrowings of directors and officers and the making
of slow capital loans partly predicated upon stock of the holding
company.

No. 4, affiliates and security companies.
No. 5, the failure of the American State Bank.
No. 6, the economic depression.
No. 7, directors and the governing committee.
Senator COTJZENS. What do you mean by that? You say they were

a contributing cause for the failure of the banks to open. Will you
elaborate- on that ?

Mr. WILSON. There was too much interference in the so-called
" select steering committee."

Senator COTJZENS. Who made up that committee?
Mr. WILSON. They were self-selected. That is what I believe.
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Senator COUZENS. Can you identify them by any records of the
board of directors?

Mr. SAPERSTEIN. Would it help you to answer that question if you
had before you the annual reports ?

Mr. WILSON. I would say those names would be found in the final
list of directors of the Detroit Bankers Co. and the governing com-
mittee—at least, at the time I resigned. I do not say all 01 them,
but some of them.

Mr. SAPERSTEIN. Who constituted the governing committee at the
time you resigned?

Mr. WILSON. I have not that information.
Senator COUZENS. Can you tell it from the list of the directors

published in any one of the annual reports ?
Mr. WILSON. The greatest problem of the Detroit Backers Co.

was keeping the directors and the governing committee in line and
in havings too much interference in operation and giving the man-
agement the power to shape a few policies necessary to start the
ship to port.

Senator COUZENS. Would thejr interfere with the loaning officers?
Mr. WILSON. The loaning officers jumped whenever they cracked

the whip. The loaning officers didn't have any opinion that they
could put into effect.

Mr. SAPERSTEIN. I show you the annual report to the stockholders
dated December 31,1931, which contains a list of the directors of the
Detroit Bankers Co., and I ask you whether you can identify these
directors whom you have designated as constituting the so-called
steering committee.

Mr. WILSON. Going down the list, I would say Colonel Alger, first,
Emory W. Clark, Kalph Gilchrist, James S. Holden, James T, Mc-
Millan, Wilson W. Mills, Truman H. Newberry, Wesson Seyburn,
E. D. Stair, Oscar Webber.

No. 8 was " Dame Rumor."
No. 9, State, bank stock investment
Mr. SAPERSTEIN. Will you go back to your no. 8 and expand a little

on what you mean by " Dame Rumor " ?
Mr. WILSON. Well, there were rumors brought about through

newspaper publicity in regard to the R.F.C. borrowings, large
borrowings reflected, in the statement of condition of the various
banks through newspapers and the radio.

No. 10, devaluation of assets
Mr. SAPERSTEIN. What was no. 9 ? t
Mr. WILSON. State bank stock investments.
Mr. SAPERSTEIN. GO ahead.
Mr. WILSON. NO. 10, devaluation of assets.
No. 11—and this was one of the prime ones—lack of leadership.
No. 12, lack of coordination of Government agencies.
Mr. SAPERSTEIN. What do you mean by thatf
Mr. WILSON. I believe the Government agencies should have got

together upon a plan of solving those large Detroit banking problems
at the time of the holiday.

Mr. SAPERSTEIN. What Government agencies do you refer to ?
Mr. WILSON. Well, I would say the Comptroller of the Currency,

the Reconstruction Finance Corporation, and possibly the Federal
Reserve Bank.
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No. 13, liquidity of mortgages.
No. 14, free banking system in this country.
Mr. SAPERSTEIN. Will you expand on that?
Mr. WILSON. To this extent. If I am correct in my count there

are 57 varieties of banking in this country today.
Mr. SAPERSTEIN. IS that by actual count, or is that just a figure of

speech ?
Mr. WILSON. NO ; that is by actual count.
Mr. SAPERSTEIN. HOW do you arrive at those figures?
Mr. WILSON. YOU have 48 State banking systems. That accounts

for 48 of your 57.
The CHAIRMAN. What about the other nine?
Mr. WILSON. I have not them down here. I might recall a few

of them. You have your national banking system; you have your
trust companies accepting deposits; you have your savings banks;
you have your small loan banks '

Senator COUZENS. YOU have also group banks and chain banks?
Mr. WILSON. Yes; and what not. There are 57.
Senator COUZENS. SO you did not get this figures from Heinz'

pickles?
Mr. WILSON. NO, sir. I did not realize I had reached exactly that

figure.
Now, in regard to the suggestions, Mr. Chairman, I offer these for

what they are worth. They are from observations which I have made
after 15 or 16 years of examining work, including State, Federal,
National, and clearing house.

No. 1: I believe a law should be passed to prohibit completely
loans to officers, directors, and employees of a bank. The closing of
many banks today was due to officers, directors, and employees hav-
ing loans. I have just reorganized a bank in Flint, Mich., last June,
which was reopened upon a 55-percent basis, under what is known as
the " Michigan plan ", the first bank in Michigan opened under that
plan; and the contributing factor facing that bank was the directors,
officers, and employees loans. If those had been out of the bank, the
bank could have been opened on a 100-percent basis. There are many
cases of that type in the State and Nation.

No. 2 is the publication of call statements. I believe consideration
should be given in regard to amending the law to prohibit banks
from making condensed statements of condition. That has been one
of our great contributing factors toward difficulty over a period of
years. A banker wanted4to show a gain in his profits and he got in
the habit of running a quarter-page or half-page statement giving a
great deal of publicity to it. I believe banks should be confined to
the publication of a statement of condition containing all the facts
in regard to th§ condition of the bank, and the pledging of any as-
sets or what not, so that depositors may know at all times as much
as possible from the statement about the condition of the bank.
And this I would certainly have? that there should be some check
upon the manner in which the Comptroller of the Currency has been
making his call statements to the banks throughout the country
for years. I t has been going on since Mr. Williams was Comptroller
of the Currency.

Senator COUZENS. Has a new policy been adopted by the present
Comptroller ? I was informed that it had been adopted.Digitized for FRASER 

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



STOCK EXCHANGE PRACTICES 5 7 4 9

Mr. WILSON. I do not know, Senator.
Deposits in Postal Savings funds, where a bank has to go into the

market and buy Government bonds
Mr. SAPERSTEIN. What is your suggestion with regard to that ?
Mr. WILSON. I think it should be discontinued. Trustees should

not deposit those funds in banks, with the possible exception of the
Federal Reserve banks. They should be deposited with the Treasury
Department, or they should go in the market themselves and buy
their own Government securities. It forces banks tb buy them to
obtain the deposits and take the risk upon the marketing of Govern-
ment securities.

The CHAIRMAN. Banks have been soliciting them, have they not?
Mr. WILSON. They make very little money out of it, if anything.
The CHAIRMAN. But I think they all want them.
Mr. WILSON. Any bank can go to the Postal Savings trustee and

obtain large deposits for the purpose of inflation of statements.
Postal Sayings trustees are unable to find a lot of banks who will
accept their deposits and the pledging of Government bonds. That
is the condition today.

Senator COUZENS. What have you to say with respect to the dupli-
cation of deposits by one bank depositing with another ?

Mr. WILSON. I am coming to that.
No. 3: Prohibit absolutely the pledging of assets by any bank to

secure any type of deposit. That law should be so written that they
might control all the banks of the country. There is no reason why
any type of depositor should be preferred over any other type.

Senator COUZENS. YOU and I will disagree on that, because there
is a perfectly legitimate reason, preferably by the issuance of surety
bonds rather than the selection of assets, because it is obviously nec-
essary for these governmental activities to continue and perform
their necessary public service, and they must have their funds avail-
able more^readily than a private institution.

Mr. WILSON. More readily available; but those funds, in my opin-
ion, Senator, should be deposited in the Federal Keserve banks.

Senator COUZENS. That probably would be a solution. But they
must have their funds available for performing their public service.

Mr. WILSON. That is right.
I think that very carenil study should be made of the laws con-

cerning the various types of bonds, investments made for savings,
and for commercial purposes. There should be a very definite re-
striction thrown around the type of bonds that banks may purchase
in regard to classes of bonds and in regard to maturities. There is
a difference between savings investments and commercial investments.

Mr. SAPERSTEIN. YOU recognize that there are such restrictions, do
you not?

Mr. WILSON. I recognize that many banks have failed on account
of their bond account, thousands of them, on account of depreciation
of their bond account, slow real-estate bond investments, which should
never have been placed upon their books.

Senator COUZENS. What kind of bonds ?
Mr. WILSON. Real-estate bonds and holding-company bonds of

public utilities. They should confine their bond investments to
operating companies ix they are going into the utility field and not
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have holding-company bonds. I think there should be certain re-
strictions there.

Mr. SAPERSTEIN. YOU may go ahead with your recommendations.
Mr. WILSON. I think there should be certain restrictions thrown

around investment in banking houses and furniture and fixtures
accounts.

Mr. SAPERSTEIN. What do you mean by that ?
Mr. WILSON. Well, I am receiver for the Union Industrial Trust

& Savings Bank of Flint, Mich. Since the beginning of the depres-
sion in 1930 they go ahead and build a 16-storied modern building
and tie up hundreds of thousands of dollars of their deposits that
are today, or should be, depositors' money. They did not need that
building. But they got around the requirements as to building it.
And many banks are getting around investments of that type by
doing it through a real-estate corporation or a real-estate company.
And, more particularly, fixtures should be included in the matter of
a maximum amount that is allowed to be invested in banking struc-
tures. In the case of the Union Industrial Trust & Savings Bank
in Flint, they took their legal limit, which was 50 percent of their
capital and surplus, and put up another building, but they were still
short of what was required for it. And what did they do? They
went ahead and created a $500,000 furniture and fixture account.

Senator COUZENS. And there was no inhibition against their doing
that?

Mr. WILSON. NO.
Mr. SAPERSTEIN. GO ahead with your recommendation^.
Mr. WILSON. The Federal Reserve System at the present time

requires that certain percentages shall be carried with the Federal
Reserve. I mean as reserves with the Federal Reserve bank. I t is
3 percent on time deposits. And it varies with regard to demand
deposits. I t runs up to 7, 10, and I believe 12 or 14 percent. I think
that reserve is too low.

Mr. SAPERSTEIN. What reserve do you think would be adequate?
Mr. WILSON. A 3-percent reserve on time deposits is perfectly

absurd, in my opinion.
The CHAIRMAN. That is a matter for action by the Federal Re-

serve Board. They are to determine that, are they not?
Mr. WILSON. I t is in the law. And I think the law should be

amended to provide that the capital banking structure should be
upon a conservative ratio to the deposit liabilities.

Senator COUZENS. Would you say 10 to 1 would be a conserva-
tive one?

Mr. WILSON. Ten-to-one is absolutely not sufficient. We know
that by experience. That is the old measuring stick.

Senator COUZENS. DO you think the 10 to 1 was too big a ratio?
Mr. WILSON. Undoubtedly too large. I t should be fixed at 6 to 1

or 7 to 1. Assets depreciate much more rapidly than that, and con-
sequently you have all your bank failures in the country, just be-
cause you haven't had a sufficient buffer for the depreciation of those
assets.

The CHAIRMAN. What do you mean by that ?
Mr. WILSON. The old ratio was that a bank that had, say,

$1,000,000 of deposits should have $100,000 of surplus and capital
structure. That is 10 to 1.Digitized for FRASER 
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Senator COUZENS. Then you believe that if a bank has a million
dollars of deposits it should have about $200,000 in capital and
surplus?

Mr. WILSON. I believe that would be more like it. I think that
would be a much more sufficient buffer to offset any depreciation of
assets.

The CHAIRMAN. What do you think about doing away with the
double liability of bank stockholders ?

Mr. WILSON. I haven't that in my notes here, or, rather, my rec-
ommendations. But if the ratio of your capital structure is 5 or 6
or 7 to 1, then you do not need the double liability to the extent
that you do if you go along under the old plan of 10 to 1. I t would
not be so much needed then. And it has not always proven suc-
cessful, although in some cases you have been able to collect. I t is
not the protection that you think it is. And it would not be the
protection to depositors as though you had a greater amount of
capital structure to your deposits. Then you will have that pro-
tection. A stock assessment is something that you hope to collect,
but you do not always collect it. Although in the case of the Genes-
see County Bank of Flint I collected stock assessments in June, in
19 days, 70 percent of it. I levied a 100-percent stock assessment
against $1,000,000, and collected $700,000 in 19 days in order to
reopen that bank.

Mr. SAPERSTEIN. If the ratio should be retained at 10 to 1 would
you be in favor of retaining that double stock liability ?

Mr. WILSON. The ratio of 10 to 1 is not any protection.
Senator COTJZENS. That is a rather hypothetical question, as it is

being abandoned by many States and the Federal Government.
Mr. WILSON. I believe in restrictions in regard to mortgages, the

amount invested, the type of mortgage, and their location, should be
studied with an idea of revamping the law.

Mr. SAPERSTEIN. YOU may go ahead with your recommendations.
Mr. WILSON. The next one I have is in regard to bank examiners.

I believe that bank examiners should be included in the civil service.
Mr. SAPERSTEIN. Should be in the civil .service, do you say?
Mr. WILSON. Yes, sir; they should be in the civil service.
Senator COUZENS. DO you agree that a national bank examiner

should be eligible for employment by banks he examines?
Mr. WILSON. I seriously doubt whether he should be.
Senator COUZENS. I t was not very successful in the case of the

Guardian Detroit Group, was it?
Mr. WILSON. I t was not very successful; no, sir. During the pe-

riod I have examined banks, in the last 15 or 16 years, I have had
many opportunities to go into a bank, but never accepted, with the one
exception of going in as vice president of the Detroit Bankers Co.,
but not into a bank itself.

Mr. SAPERSTEIN. YOU may proceed with your recommendations.
Mr. WILSON. Then in regard to bank examinations, I should like

to add to that that the law be so amended as to eliminate to some
extent the terrific duplication which is going on in this country
today. For instance, there are examinations

Mr. SAPERSTEIN (interposing). Do you mean duplication of bank
examinations ?
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Mr. WILSON. I mean of bank examinations. You have a State
bank examination and you have Federal Deposit Insurance examin-
ers, and you have national bank examiners, and you have Federal
bank examiners, and you have R.F.C. examinations. Certainly the
Government agencies ought to be able to adopt one form of exami-
nation to be used by all departments and thus eliminate the excess
cost and the time of these examinations.

The CHAIRMAN. Don't they cooperate in any way?
Mr. WILSON. Oh, they cooperate, probably, Senator Fletcher, but

they still have their examiners.
Mr. SAPERSTEIN. Gfo ahead with your recommendations.
Mr. WILSON. Another recommendation I have here is that no bank

should be permitted to pay a dividend until it has received the ap-
proval of its supervising authority—I mean in the' matter of the
declaration of every dividend. That is could only be paid after it
had been approved. As to member banks, probably the Federal
Eeserve Board; and as to national banks, probably the Comptroller
of the Currency; and as to nonmember State banks, I believe now
they should go to the Federal Deposit Insurance Corporation, unless
you can put them under one camp, which I do not believe you can do
today.

Senator COUZENS. Mr. Wilson, have you observed any of the Fed-
eral Eeserve banks showing favoritism toward one community over
another ?

Mr. WILSON. My observations have been confined entirely to the
seventh Federal Reserve district, Chicago. Never in the experience
I have had since last April in the reorganization of banks in Michi-
gan have I had anything but the full and hearty approval of the
Federal Reserve Bank of Chicago. And in the matter of the open-
ing of the bank at Flint last week it was necessary to put through
certain credits. I called the Detroit branch of the Federal Reserve
Bank of Chicago and they kept their books open until 11 o'clock at
night in order to be able to complete that transaction that day. I
had full 100 percent cooperation at all times.

Senator COUZENS. Then your answer to my question as to whether
you have found any favoritism is no ?•

Mr. WILSON. I have not.
Senator COUZENS. I merely want to say that during the period

from March 10 on
Mr. WILSON (interposing). And that is the period I am talking

about.
Senator COUZENS (continuing). Evidence has come to me, and it

is true that it was not written but oral, that some of the 12 Federal
Reserve banks did play favorites as between one community and
another, and as between one bank and another.

Mr. WILSON. Well, Senator Couzens, I have failed to find anything
like that, and I have been through quite a number of reorganizations
in Michigan since April.

Senator COUZENS. That is your observation in the seventh Fed-
eral Reserve District, is it?

Mr. WILSON. Yes, sir.
Mr. SAPERSTEIN. Proceed with your recommendations.
Mr. WILSON. The next recommendation is: To prohibit the listing

of any bank stocks, or the stocks of holding companies that are
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owners of bank stocks,, on any exchange, or to even have quotations in
the newspapers.

Senator COTJZENS. DO you agree with Mr. Mills that a corporation
should not hold bank stocks?

Mr. WILSON (after thinking for about a minute). Well, I wonder
if you could write a law of that type, one that they could not get
around.

Senator COTJZENS. Well, I am just asking whether you believe it
would be desirable if we could draft such a law. I know that we
could not draft a law that Mr. Long could not get around.
[Laughter.] But we might draft a law that some others may not
be able to get around.

Mr. WILSON. YOU might draft such a law, but still I believe if a
corporation wanted to own stocks they could still own stocks of
banks and carry them in the names of trustees or nominees. I do
not believe it could be stopped.

Senator COTJZENS. If it could be written into a law, do you believe
it would be a desirable thing to do ?

Mr. WILSON. I would not want to give an offhand opinion on that.
I would want to think about it.

The CHAIRMAN. What do you think about holding companies?
Do you think they are a subterfuge and device that might well be
done away with ?

Mr. WILSON. Well, I do not believe a holding company has, over
a long stretch, any position in the banking picture in the country.

Senator COTJZENS. What is your next recommendation ?
Mr. WILSON. My next recommendation is to county-wide branch

banking. I think under the law it should be limited to county-
wide, and not State-wide or overlapping State lines. That is due to
the difficulty of obtaining the man power required. If the law is
not so amended, I think you will see a great influx of State-wide
branch banking in the next 5 or 6 years. And I do not think we
are ready for it.

Mr. SAPERSTEIN. GO ahead with your next recommendation.
Mr. WILSON. The next one is as to the confusion in your banking

systems. I believe it has been spoken of as the " 57 varieties." And
I do not know how you are going to correct it. I t is one of the
underlying causes of the weakness of the banking system, with 57
banking systems competing with one another.

The CHAIRMAN. DO you favor a unified banking system?
Mr. WILSON. Yes, sir; very definitely, sir.
Mr. SAPERSTEIN. GO ahead with your next recommendation.
Mr. WILSON. The next one is: To prohibit holding-company units,

so long as they are in existence, from holding holding-company
stock as collateral or borrowing on it in any manner whatsoever.

My last recommendation, which probably should have been the
first one, is to extend the temporary insurance fund for at least 1 year
pending further study. That is very important at this time.

Senator COTTZENS. Mr. Wilson, as a general principle, do you be-
lieve in the guaranteering of bank deposits ?

Mr. WILSON. I am very much in favor of the insurance fund today.
The CHAIRMAN. Why not continue the present law for a year

and see how it works ?
175541—34—PT12 20
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Mr. WILSON. That is what I am recommending. That you extend
the temporary insurance fund for 1 year, until you have made fur-
ther study of it and see how it works.

The CHAIRMAN. HOW about standing by the statute for another
year?

Mr. WILSON. That is what I say.
Senator COUZENS. I do not think you get the point made by the

chairman of the committee. He asked you: Why not let the law
remain as it is for another year ?

Mr. WILSON. Because you come into the permanent fund the 1st
day of July, and banks are not ready to get themselves in position
by that time. They will have to have more time.

Senator COTJZENS. Mr. Wilson, you have not covered the matter
of duplication of deposits. I mean of banks depositing funds in
other banks.

Mr. WILSON. NO ; I have not covered that. I had it down on my
memorandum but I haven't covered it.

Senator COTTZENS. I think that is one of the most vicious points
about bank statements.

Mr. WILSON. Well, my recommendation on that is that all banks
carry reserves with the Federal Reserve System, and eliminate
this duplication of deposit accounts. Under this plan sometimes
you will end up with 10 times the same deposit.

Senator COUZENS. Absolutely. That was happening in all this
window dressing, and it would not be possible if they were not per-
mitted to do that.

Mr. WILSON. Yes, sir. A lot of banks carry reserves with Federal
Reserve banks, you know.

Senator COUZENS. Yes; but there are many accounts kept in the
big cities, in some banks there, for the purpose of bein£ used as
checking accounts.

Mr. WILSON. I t could be kept at the Federal Reserve Bank of New
York, for instance.

Senator COUZENS. But you would not permit one bank to deposit in
another, would you?

Mr. WILSON. NO; absolutely not; because it is absolutely a dupli-
cation, and sometimes it is done as much as 10 times before you get
through with one deposit.

Senator COUZENS. SO when you have estimated a national deposit
of, say, $50,000,000 it may only be what?

Mr. WILSON. I t may only be twenty-five or thirty million dollars.
Senator COUZENS. Yes; it might be only $25,000,000.
Mr. WILSON. Yes, sir; that is correct.
The CHAIRMAN. I do not quite get that. How does that come

about ?
Senator COUZENS. Mr. Chairman, if I were to put $5,000,000 in a

Detroit bank today, it can deposit that $5,000,000 in another bank,
and then you have $10,000,000, and they can deposit the $5,000,000
in still another bank, and there you have $15,000,000.

Mr. WILSON. Oh, yes. But you can start back before you get to
Detroit, and say you put $1,000 in a small county bank, and that
might be deposited in a bank located at the county seat, and then
that bank might deposit it in Detroit, and then it might be sent to
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Chicago, and afterward to New York, and then to Boston, and back
to St. Louis, and you run from 5 to 10 times on the same deposit.

The CHAIRMAN. I understand that. Now, is that all that you have
to say, Mr. Wilson ?

Mr. WILSON. That is all, I think, Mr. Chairman.
Mr. SAPERSTEIN. Mr. Wilson, have you anything further to add to

the record here, or any further recommendations ?
Mr. WILSON. In regard to recommendations I have no more to

say at this time. In regard to the operations of the units and loans
and investments and mortgages, and whatnot, of the Detroit situa-
tion, I could sit here and testify for a week and then I would not be
through.

The CHAIRMAN. Then you may be excused, Mr. Wilson.
Senator COUZENS. Just one minute before yoti leave the committee

table. Mr. Wilson, you have examined the most of the national
bank examiner's reports of the First National Bank unit of the De-
troit Bankers Co. since the organization of the Detroit Bankers Co.,
haven't you ?

Mr. WILSON. Up to the time I left as vice president of the Detroit
Bankers Co.

Senator COUZENS. What is your general opinion of those reports;
are they fair and reasonable ?

Mr. WILSON. They were always fair and reasonable, with one ex-
ception that I remember.

Senator COUZENS. And what was that exception?
Mr. WILSON. That was at the time of the examination of the

First National Bank in May; either in April or May, of 1931.
Senator COUZENS. And what was not fair about that ?
Mr. WILSON. The field examiner, in making his report, had not

gone strong enough.
Senator COUZENS. In other words, instead of being too harsh,

you thought he had been too liberal; is that it ?
Mr. WILSON. I stated in the executive committee meeting at that

time, and Mr. Leyburn was present, and he is here now and can
probably recall that I made such a statement—I don't know about
that, but I hope he can—and I made the statement to the examiner,
after he had told his story, that he was all right as far as he had
gone, but that he had not gone far enough.

Senator COUZENS. From your long experience, have you heard
of these so-called " yellow sheets " before ?

Mr. WILSON. Yes; I have written many of them.
Senator COUZENS. SO you were not unfamiliar with the fact that

there were confidential reports sent to the Comptroller of the Cur-
rency by national bank examiners?

Mr. WILSON. I had known of those reports for years.
Senator COUZENS. And as long as they deal with personalities

and the organization, do you not think they are justified?
Mr. WILSON. I think they are justified, and I think they should

be continued.
Mr. SAPERSTEIN. That is all, Mr. Wilson, and we thank you.
The CHAIRMAN. YOU are excused now, Mr. Wilson.
(Thereupon Mr. Wilson left the committee table.)
The CHAIRMAN. Who will you have next, Mr. Saperstein?
Mr. SAPERSTEIN. Mr. Verhelle.
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TESTIMONY OP JOSEPH P. VERHELLE, GBOSSE POINTE, MICH.,
SENIOR OFFICER OF THE MANUFACTURERS5 NATIONAL BANK
OF DETROIT—Resumed

The CHAIRMAN. Mr. Verhelle, do you wish to make a further
statement ?

Mr. VERHELLE. Yes, sir.
The CHAIRMAN. I think you wanted to reply to some things that

have been stated here with regard to your reports, and so forth, and
if so, you may now do so, but be as brief as you can about it;
condense it.

Mr. VERHELLE. Mr. Mark A. Wilson elaborated to some extent on
the nature of the organization there and, as he expressed it, the
question of expense was no consideration in the matter of my resigna-
tion from the Detroit Bankers Co. And it is on that point that I
wish to elaborate, as well as on the matter of the First National Co.,
which was brought up here this morning when Mr. Wilson read a
statement in a letter which I did not recall the other day, but
which referred to the fact that the First National group of directors
was to hold the Detroit Bankers Co. harmless on our stocks pur-
chased. That was probably the most serious consideration in con-
nection with the Detroit Bankers Co.

Mr. SAPERSTEIN. Are you now referring to securities purchased
after the merger had Seen agreed upon but before the Detroit
Bankers Co. actually began to operate ?

Mr. VERHELLE. Yes, sir.
Mr. SAPERSTEIN. Can you give us the amount of those purchases?
Mr. VERHELLE. The amount purchased, roughly speaking, was

about $8,000,000 or a little over. There were State bank stocks total-
ing $6,900,000, plus another figure of approximately $1,400,000,
making a total of approximately $8,200,000.
*" Senator COUZENS. What did the $1,400,000 cover?

Mr. VERHELLE. Local bank stocks.
Senator COUZENS. Were those local bank stocks bought after the

officials of the First National Co. knew of the contemplated organ-
ization of the Detroit Bankers Co. ?

Mr. VERHELLE. Yes, sir.
Senator COUZENS. SO, in effect, the First National Co., because of

its prior knowledge of the organization of the Detroit Bankers Co.,
went out and bought up stock of individual units.

Mr. VERHELLE. Well, as to the cause of it, I suppose that would
be a logical conclusion to draw.

Mr. SAPERSTEIN. Were those purchases made with the knowledge
and approval of any of the directors, or of those men who were sched-
uled to become directors of the Detroit Bankers Co. ?

Mr. VERHELLE. Because of the very heavy problem involved in
connection with the burden that the Detroit Bankers Co. was forced
to carry. I made a study of it, and found no approval on the part of
the board of directors or meetings at which it was provided to carry
that through.

Mr. SAPERSTEIN. Was Mr. Wilson's statement correct when he said
that none of the members of the board of the Detroit Bankers Co.
knew anything about those purchases?
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Mr. VERHELLE. Officially they certainly would not have known, but
as to whether or not any of them knew anything about it, it is a
lather difficult statement for me to answer.

Mr. SAPERSTEIN. Did you find as a result of your investigation that
there was any attempt on the part of directors or officers of the First
National Bank to conceal the fact that those purchases were made?

Mr. VERHELLE. Well, I individually called on a large number of
directors and officers at the time of my investigation, and they all
claimed, or those that I had interviewed who might have had knowl-
edge of it, that they had no knowledge whatsoever up to New Year's
Eve of 1930.

Mr. SAPERSTEIN. YOU say the directors of the First National Bank
had no knowledge of those purchases ?

Mr. VERHELLE. Those whom I interviewed, including the Presi-
dent of the First National Co.; and, you understand, the First Na-
tional Co. had actually supplied the funds. The funds of the First
National Co. were procured and used for the purpose of purchasing
this stock. Mr. Hoover was the president of the company, and,
quite naturally, I interviewed him, but he claimed to have no knowl-
edge or connection with the transaction, and denied all knowledge
of it. There were others I interviewed, and who gave me substan-
tially the same statement.

Mr. SAPERSTEIN. Will you name those officers or directors of
the First National Bank or of the First National Co. who did have
knowledge of the acquisition of those bank stocks ?

Mr. VERHELLE. Well, Mr. Howard Russ, of course, had, as the
evidence shows.

Mr. SAPERSTEIN. What was Mr. Euss's position ?
Mr. VERHELLE. Vice president of the First National Bank. I

believe he was executive vice president. And D. Dwight Douglas.
Mr. SAPERSTEIN. What was his position?
Mr. VERHELLE. President of the First National Bank.
Mr. SAPERSTEIN. Yes. Go ahead.
Mr. VERHELLE. Mr. Emory Clark, who was chairman of the board

of directors of the First National Bank.
Mr. SAPERSTEIN. Have you now named all the officers or direc-

tors who knew about the acquisition of those stocks by the First
National group?

Mr. VERHELLE. I believe they are all that I can recall right now.
Mr. SAPERSTEIN. HOW many directors were there on the board of

the First National Bank at that time?
Mr. VERHELLE. I would have to look up the record in order to

tellVou. I presume around 22.
Mr. SAPERSTEIN. Twenty-two members of the board?
Mr. VERHELLE. I believe that is correct.
Mr* SAPERSTEIN. And the remainder, 6r substantially all the

remainder that you interviewed, disclaimed any knowledge of the
purchase of those bank stocks by the First National Co., did they?

Mr. VERHELLE. Mr. Kalph Gilchrist, a director, knew about it.
Mr. James T. McMillan denied knowing anything about it. Mr.
Hoover denied knowing anything about it. I think the most of
them did know about it after the first of the year.

Mr. SAPERSTEIN. I mean before the first of the year.

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



5 7 5 8 STOCK EXCHANGE PBACTICES

Mr. VERHELLE. Before the first of the year is what 1 Have been
referring to.

Mr. SAPERSTEIN. Have you now exhausted your recollection as
to the names of officials or directors of the First National Bank
who knew about the acquisition of those bank stocks by the First
National Co. ?

Mr. VERHELiiE. Yes, sir; substantially so.
Mr. SAPERSTEIN. YOU have named four persons ?
Mr. VERHELLE. I think that is correct.
Mr. SAPERSTEIN. Very well; you may now go ahead with your

statement.
Mr. VERHELLE. Well, at that time, as| indicated in that letter read

this morning, the First National group agreed to hold the Bankers
Co. harmless from any losses resulting from those purchases. I t
was a matter of very different interpretation with the directors and
others, as to the matter that the directors were responsible therefor,
or those who were responsible for the purchases, for a sum of ap-
proximately 8 million dollars, because afterward those stocks be-
came not only valueless but resulted in liability to the First Na-
tional Co., which reflected itself in the Dertoit Bankers Co. A
trustee agreement, with quite a large number of amendments, had
been drawn up that lent itself to numerous interpretations, and
many legal opinious were obtained in connection with it. But
one of the items specifically contained in it was that these directors
would agree to provide credit in the sum of $1,141,000 for the use,
of the First National Co., and the asset was set up on the books
of the First National Co. at that figure. I t was probably secured
at the time when the trustee agreement was entered into, but some
time later on the statement of the First National Co. had been
changed to reduce that asset down to $443,000, which was approxi-
mately the asset value of the stock, the underlying collateral.

Mr. SAPERSTEIN. What was the underlying collateral?
Mr. VERHELLE. The Detroit Bankers Co. stock; 5,364 shales, I

believe.
Mr. SAPERSTEIN. What was its value at the time it was deposited

as collateral?
Mr. VERHELLE. I believe it was $1,140,000.
Mr. SAPERSTEIN. DO you mean it had a value equivalent to the

amount of the obligations those directors had assumed ?
Mr. VERHELLE. Yes, sir.
Mr. SAPERSTEIN. Who were the directors who undertook to furnish

this credit to the First National Co. ?
Mr. VERHELLE. Mr. Emory Clark, according to the minutes, on

which I based by investigation, together with such other inquiries as
I made, had made the commitment that the directors would look after
that particular liability; and Mr. Dwight Douglas was also a party
to it, and the two jointly paid the interest on $1,140,000 regularly up
to the time when I left there. That 3-year agreement expired on
January 1, 1933, approximately a month and a half after I left the
Detroit Bankers Co.

Mr. SAPERSTEIN. YOU say the value of the collateral declined sub-
sequently, until it was worth only about $450,000?
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Mr. VERHELLE. Yes, sir; that asset had been written down to
$443,000.

Mr. SAPERSTEIN. HOW did that come about?
Mr. VERHELLE. That is exactly the question I asked the treasurer

of the company, and he said it was done by authority of the board
of directors of the company. I suggested to him that it was highly
improper for the company to write down their own liability, and
that it was my opinion he ought to set it back up on the books until
he had obtained propery authority.

Mr. SAPERSTEIN. YOU were talking with Mr. Clark then?
Mr. VERHELLE. NO. I was talking with Mr. Blessed, the treasurer

of the company. He requested a memorandum or letter from me
to that effect, which I immediately gave him. And the asset was
set back upon the books at the original figure of $1,140,000.

Mr. SAPERSTEIN. GO ahead.
Mr. VERHELLE. Just the morning prior to the next meeting of the

First National Co., Mr. Douglas-demanded a letter of me authoriz-
ing on the part of the Detroit Bankers Co. the reduction of this
asset by substantially $700,000. I wrote a letter to the effect that I
neither could give such authority nor could I see where such author-
ity was in line. He returned it to me, and I wrote two or three
other letters, and none of those was satisfactory; and, finally, a few
minutes before the meeting, I wrote some letter, a copy of which I
do not have, and the contents of which I am not certain of, except
that it was to the effect that there Were legal opinions that this
asset might be changed from a value of $1,140,000 to $450,000. I t
was my opinion the directors' liability was still as I had originally
contended it was.

Mr. SAPERSTEIN. When, was this meeting held ?
Mr. VERHELLE. About the middle or early part of the year 1931.
Senator COUZENS. When did you first become connected with the

Detroit Bankers Co. ?
Mr. VERHELLE. In the early part of 1930,1 think February 26, or

something of that sort.
Senator COUZENS. YOU were with the Detroit Bankers Co. at the

time the First National Co. of Detroit had all these deposits, then ?
Mr. VERHELLE. Yes, sir.
Senator COUZENS. DO you know how those deposits were

liquidated?
Mr. VERHELLE. By the sale of certain assets of the First National

Co., and I think it was practically the way they were all eliminated.
Senator COUZENS. Were they all liquidated 100 percent?
Mr. VERHELLE. Yes, sir.
Senator COUZENS. In looking over the list of these customers' de-

posits as of the close of business shown here I find some substantial
amounts, including, for instance, some from public sources. For in-
stance, here is the Brockway Township School District, $20,000^and
there is another public deposit here of the Grosse Pointe Village of
$12,357. I wonder how public officials got authority to deposit public
funds in a holding company of this sort.

Mr. VERHELLE. Well, it might have been for the purpose of pick-
ing up certain securities or taking care of coupons or something of
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that sort. I know that these deposits were all taken care of just as
fast as the liquidation of those assets would allow, and I know that
they were continuously followed up with a view to liquidating them.

Senator COTJZENS. Could that be the case in a deposit like W. S.
Butterfield, $100,000, and Detroit Free Press, $100,000, and Detroit-
Windsor Ferry Co., $150,000, and Lewis H. Jones and Ida Jones,
$50,000, and Pacific Steel Boiler Co., $100,000, and Stout Air Lines,
Inc., $150,000? Would they likely be made for the purpose of taking
up obligations?

Mr. VERHELLE. NO sir.
Senator COTJZENS. What were they ?
Mr. VERHELLE. Those deposits were probably left there. The

original intent of deposits with the security company was to leave on
deposit money so that securities might be purchased when, as, and if
certain issues came out without the necessity of transferring the
money. In those particular instances it was done with a view of
holding up or helping out the company in a number of those cases
which you have read off there.

Senator COTTZENS. In other words, of holding up the First Na-
tional Co.?

Mr. VERHELLE. Yes, sir.
Senator COUZENS. They paid 4 percent for the privilege of being

held up; is that it?
Mr. VERHELLE. Yes, sir.
Mr. SAPERSTEIN. Will you now go ahead with your statement in

regard to the First National Co. ?
Mr. VERHELLE. Well, after Mr. Wilson left, and after Mr. Ballan-

tyne left, or before they left, a study was made, as I say, by me of
that particular company, and an attempt was made to provide a solu-
tion for it. The matter was taken up with the directors of the First
National Co.; that is, with the old directors, for a new set of directors
was appointed for the purpose of liquidating the company. And the
matter was brought to their attention, the condition of these State-
bank stocks, indicating that there was a substantial liability in con-
nection with the holding of them, in addition to the loss involved in
connection with the original investment. And it was rather definite
in my opinion that there was a moral obligation on the part of the di-
rectors of $8,000,000, and a legal obligation to the extent of $1,140,000.

Senator COUZENS. DO you know whether any effort has been made
to assert that liability?

Mr. VERHELLE. NO, sir; I do not.
Mr. SAPERSTEIN. Was your refusal to give your approval to the

writing down of this liability of the directors to approximately
$450,0(X) the subject of criticism on the part of those directors?

Mr. VERHELLE. My resignation was requested a number of times
by Mr. Clark,*and I understand he was the principal obligor in con-
nection with that liability.

Senator COUZENS. He was the principal obligor, do you say ?
Mr. VERHEIJLE. Yes, sir. He had made the commitment to the

Detroit Bankers Co. at the time of its confirmation, that he would
hold them harmless from any loss in connection with that transaction.

Senator COUZENS. YOU will remember that Mr. Mills disagreed
with your testimony, and that he regretted having to let you go.
You heard his testimony?
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Mr. VERHEUIE. Yes, sir.
Mr. SAPERSTEIN. Did you ultimately resign as a result of those

repeated requests made on you to tender your resignation?
Mr. VERHELLE. That was one of the many contributing factors

of a similar nature. In other words, in view of the Pontiac trans-
action, that might be considered in connection with it.

Mr. SAPERSTEIN. That was another contributing factor ?
Mr. VERHELLE. Well, that specific item was not, but it might have

been in connection with this.
Mr. SAPERSTEIN. Have you anything further to say in regard to

testimony that has been onered here by other witnesses ?
Mr. VERHELLE. Not particularly; no, sir.
Senator COTJZENS. Well, let us go to the next witness?
The CHAIRMAN. YOU are now excused, Mr. Verhelle.
(Thereupon the witness left the committee table.)
The CHAIRMAN. Who will you have next ?
Mr. SAPERSTEIN. Mr. Leyburn.
The CHAIRMAN. Mr. Leyburn, you will come around to the com-

mittee table. You have already been sworn, I believe.
Mr. LEYBURN. Yes; in the other Detroit case.
The CHAIRMAN. Well, that is all right.

TESTIMONY OP ALFRED P. LEYBUBJT, CLEVELAND, OHIO, CHIEF
NATIONAL BANK EXAMINER FOURTH FEDERAL RESERVE
DISTRICT—Resumed

Mr. SAPERSTEIN. Mr. Leyburn, I believe the record already shows
that you are now the chief national bank examiner of the fourth
Federal Reserve district.

Mr. LEYBURN. That is correct.
Mr. SAPERSTEIN. And that you were formerly chief national bank

examiner of the seventh Federal Reserve district.
Mr. LETBURN. That is correct.
Mr. SAPERSTEIN. Which includes Detroit.
Mr. LEYBURN. That is correct; yes, sir.
Senator COUZENS. Mr. Leyburn, before Mr. Saperstein proceeds

with your examination let me ask you: Can you tell us why you
were transferred from the seventh Federal Reserve district to the
fourth Federal Reserve district as chief national bank examiner ?

Mr. LEYBURN. Senator Couzens, I knew you would bring that up.
Senator COUZENS. Well, I don't know how you knew it. I did not

discuss it with you.
Mr. LEYBURN. I know that. But I will tell you what is was:

Politics!
Senator COUZENS. Oh, I did not know that politics entered into

the Comptroller'^ office.
Mr. LEYBURN. When did you find that out?
Senator COUZENS. Well, I have been getting lessons recently, and

been assured that it did not.
Mr. LEYBURN. Well, that was why I was transferred. You may

draw your own conclusions.
Senator COUZENS. Tell us why.
Mr. LEYBURN. Well, the junior Senator from Michigan, with

whom you are acquainted, and although I have never met him per-
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sonally, yet I have heard of the proceeding otherwise, requested my
transfer, in connection with Senator Van Nuys, of Indianapolis,
who had been recently elected, and who, I suppose, had listened to
some fellow once who told him I cut a figure. In other words, that
I was too brutal. I believe they said, and was too hard on folks, or
words to that effect.

Senator COUZENS. Were any complaints made in writing to the
Comptroller of the Currency about you?

Mr. LEYBURN. I wouldn't know that, Senator Couzens. Com-
plaints were made verbally. I do not know about any in writing.

Senator COUZENS. What complaints did the Comptroller assign
for transferring you from the seventh Federal Reserve district to
the fourth Federal Reserve district?

Mr. LEYBURN. That I was too hard on the bankers, and that I
was too brutal and got rough with them, or words to that effect.

Senator COUZENS. Did the Comptroller agree with the com-
plainants?

Mr. LEYBURN. I could not say as to that. But I was transferred.
Senator COUZENS. When he transferred you did he tell you he

agreed with the complaints?
Mr. LEYBURN. NO, he did not; and, by the way, it was the Acting

Comptroller, not the Comptroller.
Senator COUZENS. That was Await?
Mr. LEYBURN. Yes, sir; it was the Acting Comptroller.
Senator COUZENS. AH right. You may proceed, Mr. Saperstein.
Mr. SAPERSTEIN. Mr. Leyburn, I want to take you back to the

period just before the merger of the People's Wayne County Bank
and the First National Bank of Detroit.

Mr. LEYBURN. I will tell you what the history of it was if you
will allow me. I think I can cover many of the things you are
going to ask me if I may read extracts from this paper.

Mr. SAPERSTEIN. By " this paper " what do you mean?
Mr. LEYBURN. My resume, I think, will cover the situation.
Mr. SAPERSTEIN. Was that prepared by you for the purpose of

enabling you to give a concise statejnent of this matter?
Mr. LEYBURN. Yes, sir.
Mr. SAPERSTEIN. Then go ahead and tell your story.
Mr. LEYBURN. In the first place, let us get this straight: You

have heard a story about rotten loans and rotten banks. The First
National Bank of Detroit was not rotten—it was putrid; and I hope
a certain Detroit newspaper does not print that statement upside
down and make it look like roses.

Mr. SAPERSTEIN. AS of what time are you now describing the
condition of the First National Bank as putrid?

Mr. LEYBURN. I t will go back a considerable time. The Detroit
Bankers Group differs from the Guardian Detroit Group by virtue
of the fact that they had in some banks throughout the State of
Michigan, as that chart on the easel shows, a minority stock interest,
with the exception of the Pontiac Bank, and they subsequently
secured control.

Now, the Detroit Bankers Co. owned all the stock of the Peoples
Wayne County Bank and of the First National Bank, except quali-
fying shares. And they were also affiliated with the Detroit Trust
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Co. The First National Bank in 1932 had 76 directors, and at the
annual meeting in 1933 the board was reduced to 38 members. The
consolidated bank originally had 194 branches, and that was reduced
to 160. As a matter of fact, it was about the third largest bank
outside of New York City, and it was a tremendous job to ever go
through it.

In 1931—and that was before the consolidation—the First Na-
tional Bank was not in good condition. As a matter of fact, the
examination that Mr. Mark Wilson spoke of, and I think he meant
September 25, 1931, showed slow assets $19,326,110 and doubtful
assets $5,855,341 and losses $5,813,195.

Mr. SAPERSTEIN. Might I interrupt you for a moment right there?
Mr. LEYBURN. Yes, sir.
Mr. SAPERSTEIN. Was this classification of assets, as estimated by

the bank examiners, imparted to the directors of the First National
Bank?

Mr. LEYBURN. Yes; that is the classification on page 11, that went
to the directors of the bank. I mean the figures I just gave you.

Mr. SAPERSTEIN. All right. Go ahead.
Mr. LEYBURN. An examination of the Peoples Wayne Bank on

November 12, 1931, showed that they had about 60,000 separate
mortgages, which is probably about the largest total in the United
States, or pretty close to it, and they approximated $138,240,000.
In view of the fact that the management was such, that the stock
ownership was held by the Bankers Group, you would have to con-
sider them all as one, and it was felt that it the consolidation was
effected you would get economy of operation. As a matter of fact,
in the consolidation $20,000,000 was taken out, and everybody was
of the concensus of opinion at the time that they were afraid of
the real estate in there, and that it was probably the best thing to
do under the circumstances.

The first examination of this bank after the consolidation was made
on May 6, 1932, and concluded June 3, 1932. At the conclusion of
that examination, or about June 10, I met the examiner who con-
ducted the examination, and this so-called " Governing committee "
up there that did not govern.

At that meeting were present Mr. Alger. Mr. Bowen, Mr. Emory
Clark, Mr. Ealph Gilchrist, Mr. James S. Holden, Mr. James T.
McMillan, Mr. Wilson W. Mills, Mr. Truman H. Newbery, Mr. Wes-
son Seyburn, Mr. E. D. Stair, Mr. Oscar Webber, and Mr., Utt,
the examiner.

Mr. SAPERSTEIN. With the exception of Mr. Utt, were the other
persons all members of the governing committee ?

Mr. LEYBURN. They were, as to these names I am giving you.
The CHAIRMAN. HOW many branches did they have ?
Mr. LEYBURN. They originally had 195, which number was re-

duced to about 160 branches in the city of Detroit.
Mr. SAPERSTEIN. The Chairman is referring to the Peoples Wayne

County Bank?
The CHAIRMAN. HOW many did they have ?
Mr. LEYBURN. I do not know how many, but after the two banks

were consolidated they had 195 branches. They must have had over
100 branches themselves, I think, before the consolidation.
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The CHAIRMAN. Well, I did not quite catch that. Were branches
permissible under the Michigan law ?

Mr. LEYBURN. Yes; in cities.
The CHAIRMAN. Those all were within that limit?
Mr. LEYBTJRN. Yes, sir.
Mr. SAPERSTEIN. GO ahead, Mr. Leyburn.
Mr. LETBURN. At that examination, which was the first examina-

tion after the consolidation, a total of 256,370 shares of Detroit
Bankers Co. stock was pledged as collateral; which, of course, we
criticized. The liquidity of that bank at that time was about 28
percent. As a matter of fact, this bank never did have much liquid-
ity. I am reminded that Mr. Mills asked, " If a bank were 70-percent
liquid, what would it do with it? " Well, I don't know how he would
know, for this bank was never over 35-percent liquid at any time.
Officers and employees loans were $3,083,000, on which there was a
loss of $2,000,000. And that is the line you were talking about
yesterday.

The Detroit Bankers Co. was also a heavy borrower at that time.
The governing committee admitted that the condition of the bank
was unsatisfactory. Some of their real-estate loans had started to go
bad, with approximately $8,000,000 subject to foreclosure.

The bank had also guaranteed part of the American State Bank,
and there was the possibility of a very heavy loss. I t had also
guaranteed a part of two banks in Bedford, Mich., in which they
were interested.

I t was recommended that they cut the dividend from 16 percent to
8 percent, and even then that would be unjustified so far as earnings
and assets were concerned. Yes; but it would have been bad busi-
ness, you know, to cut the dividends right off after consolidation.

During the examination President Ballantyne and Vice President
Wilson designed because they could not agree with the policies of
the directors, and they realized the true condition of the bank. And
Mr. Ballantyne resigned in order to keej) his self-respect, he said.
And that is just what he did. And that is what Mark Wilson did.
And I would believe anything that Mark Wilson would tell me.
And what they needed was about six Ballantynes and a dozen Mark
Wilsons up there. Some of the other directors did not resign in
order to save a self-respect they did not have.

Mr. SAPERSTEIN. Was it your observation that Mr. Ballantyne was
not getting the control and cooperation that he wanted ?

Mr. LEYBURN. Yes. I have listened to the testimony here, and I
will say that it gave Mr. Mills the whip hand. He could be a Mus-
solini under that situation. That governing committee ran that
bank. There is no question about that. WTien the directors of any
bank delegate authority to someone else to run it they cannot escape
responsibility for such action. That committee was absolutely
dominated by Mills.

We felt at that time that the bank had about $49,000,000 in losses,
and at least $70,000,000 of slow assets, and $54,000,000 of doubtful
assets.

Mr. SAPERSTEIN. Was that opinion imparted to the directors of
the bank?

Mr. LEYBURN. Yes; verbally at this meeting.
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Mr. SAPERSTEIN. That is, to the governing committee ?
Mr. LEYBURN. Yes.
Mr. SAPERSTEIN. I t was not imparted to the directors ?
Mr. LEYBURN. Oh, no; to the governing committee.
Mr. SAPERSTEIN. Why wasn't it given to the directors of the bank?
Mr. LEYBURN. Well
The CHAIRMAN (interposing). Do you mean the First National

Bank?
Mr. LEYBURN. This was the merged bank. You could not take a

board of directors, which at that time was composed of about 78 men,
and discuss a condition like this of a bank and not expect to " bust"
the bank, and all smart money go out of it. As a matter of fact,
there was some evidence introduced here that some of the directors
were talking about what happened in board meetings. Do you
remember the Jetter on yesterday?

Now, when they spoke up, two or three of them, they said: " We
figure on about $45,000,000. And that nearly knocked us out of our
ohfliirs

Mr. SAPERSTEIN. About $45,000,000 what?
Mr. LEYBURN. Of losses.
Mr. SAPERSTEIN. Did they tell you what they figured: as doubtful

or slow?
Mr. LEYBURN. NO ; I think they just said losses. I will give them

the benefit of the doubt on that.
Mr. SAPERSTEIN. Your estimate was $49,000,000 losses, while theirs

was $45,000,000?
Mr. LEYBURN. Yes, sir. And there was no way to take care of that

without busting the bank. And you know what the condition was
at that time.

I submitted to the board of directors a statement which showed
slow $76,849,369, doubtful $91,138,760, and loss $8,545,777. It was
concluded to take out this loss of approximately $8,500,000.

Now, based on that examination, which of course goes to Wash-
ington with the yellow sheet on it, the Comptroller of the Currency
addressed a letter to the board of directors of that bank, and he said:

Will you kindly review the report at your next board meeting, and thereafter
advise this office of the action taken and the progress made in remedying each
of the matters mentioned.

And he made particular reference to the $4,000,000 loan to officers,
employees, and the management of the bank. Then he went on to say:

The extremely large aggregate of slow and doubtful assets, especially the
latter, which are shown at $91,000,000, and other unsatisfactory conditions in
the bank, reflect a state of affairs calling for constructive and vigorous action
and changed policies with a view to bringing about a marked improvement in
the bank's condition as rapidly as this can be accomplished.

Then he went on to say:
Since the contents of the examiner's report and the criticized matters are

so self-explanatory, it is believed unnecessary to dwell further herein on the
situation in your bank.

Now, President Sweeny replied to that letter of the Comptroller's,
about a 3-page letter, and he stated that the report had been reviewed
with the governing committee.
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Now, granting that it is true, what did he tell the governing com-
mittee ? If there was any questioning of the report it would go back
to him.

The next examination of the bank, just before the bank holiday,
was made November 18, 1932, and was concluded in December. A
meeting was held with the governing board around Christmas time.
The classifications as shown by the report that went to the directors
was: Slow, $78,305,000; doubtful, $83,874,000; loss $6,013,000.

The question of dividends was considered, and they were advised
that no dividends should be paid at that time at all, because it would
not be legal to do it. To that Truman Newberry took violent excep-
tion. And, as you may recall, Truman H. Newberry was elected to
the United States Senate once, and he came down here to Washing-
ton to take his seat, but found it was crowded. [Laughter.]

Mr. SAPERSTEIN. Can you give us the names of the members of the
governing committee who were present at the time ?

Mr. LEYBURN. F. M. Alger—well, will you give me a copy of the
minutes of that date, because Mr. Stair was not present at this meet-
ing I am sure, and I do not want to do anybody an injustice. I be-
lieve you have a photostatic copy of those minutes.

The CHAIRMAN. While Mr. Saperstein is looking for the minutes
let me ask you: I think Mr. Mills testified that they never declared
any dividend without your approval.

Mr. LEYBURN. I know he did; and I will get to that a little later on.
He testified to a good many other things, too.

The CHAIRMAN. That he wanted to centralize authority, I believe,
in this combination, and I presume he got that. Then his idea was
to reduce the overhead and expenses.

Mr. LEYBURN. Well, he reduced the overhead all right when he
raised his own salary the first of the year from $40,000 to $50,000.
I think he wanted the distinction of being the only bank in the
United States or industrial leader that did it. So he claimed he had
a contract, and I don't know whether he did or not, but at least he
didn't have to take the money. He could not distinguish between
" mine " and " thine " very well, I should think.

Mr. SAPERSTEIN. YOU are referring to a photostatic copy of the
minutes of the governing committee of the board of directors of the
First National Bank of Detroit dated Friday, December 30, 1932,
are you?

Mr. LEYBURN. That is right. Whoever was present was the gov-
erning committee.

Mr. SAPERSTEIN. According to the photostatic copy which is en-
closed with a copy of your report, the following members were
present

Senator COUZENS (interposing). Let us have the report put into
the record. As long as that is a photostatic copy of the actual min-
utes, let us put them in.

Mr. LEYBURN. YOU see, what they wanted to do was
Senator COUZENS (interposing). Just a minute. Let us get this

into the record first.
Mr. LEYBURN. Certainly.
Mr. SAPERSTEIN. I will offer this photostatic copy of the minutes

of the meeting of Friday, December 30, 1932.
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The CHAIRMAN. I t may be admitted in evidence.
(A photostatic copy of the minutes of the governing committee

of the board of directors of the First National Bank, Detroit, held
on Dec. 30, 1932, was marked " Committee Exhibit No. 180, Feb. 8,
1934 ", and will be found immediately following, where read by Mr.
Saperstein.)

Mr. SAPERSTEIN. The minutes which have been received as Com-
mittee Exhibit No. 180, are as follows:

A special meeting of the governing committee of the board of directors of
the First National Bank, Detroit, was held on Friday, December 30, 1932, at 2
o'clock a.m.

Mr. LEYBTJRN. That should be p.m.
Mr. SAPERSTEIN. But it says a.m.
Mr. LEYBURN. Very well, but I know that it was actually p.m.
Mr. SAPERSTEIN. YOU know that it was p.m., do you ?
Mr. LEYBURN. Yes. I was there.
Mr. SAPERSTEIN. All right. I continue reading:
The following members were present:
Messrs. William T. Barbour, Julian P. Bowen, Emory W. Clark, John B.

Ford, Jr., James S. Holden, James McMillan, Wilson W. Mills, Truman H.
Newberry, Leo M. Butzel.

Also Mr. Alfred P. Leyburn, chief national bank examiner in charge of the
seventh Federal reserve district and Mr. R. S. Beatty, national bank examiner
tn charge of the current examination of the First National Bank, Detroit.

Mr. Wilson W. Mills presided and Mr. J. M. toodge acted as secretary of the
meeting.

BANK EXAMINATION

The comments and recommendations of the examiners, covering the second
regular examination of the bank for the year 1932, were read to the committee
and thoroughly discussed.

It was recommended by Mr. Leyburn, and approved by the committee, that
an immediate charge-off be made of bad and doubtful assets, totaling $6,000,000.
Of this amount, $818,206.43, was to be applied against defaulted bonds and the
remainder against loans, the selection of which was to be made by the bank
officers and reported to the examiner.

Mr. Leyburn recommended, and the recommendation was approved by the
committee, that no further public dividends be declared without the prior
approval of the Comptroller of the Currency.

Mr. Beatty, examiner in charge, commented on the fact that his examina-
tion showed a much improved condition in the bank operations; that con-
siderable effort was being put forth and its results were apparent; and that
the bank management had established a much better control over the entire
operation than heretofore.

There being no further business, the meeting, on motion, adjourned.
J. M. DODGE, Secretary.

Are these the minutes you referred to?
Mr. LEYBURN. Those are the right names, but those minutes and

the minutes of the meeting of June 10, 1932, are absolutely false.
They do not show that we discussed the precarious condition of that
bank with the directors. And I am going to discuss that further
on in my statement.

Mr. SAPERSTEIN. Will you be a little more specific as to the respects
in which the minutes are false?

Mr. LEYBURN. Does it say anywhere in those minutes that we ever
mentioned $49,000,000 of losses to them?
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Mr. SAPERSTEIN. IS this statement correct:
Mr. Beatty, examiner in charge, commented on the fact that his examination

showed a much improved condition in the bank operations; that considerable
effort was being put forth and its results were apparent; and that the bank
management had established a much better control over the entire operation
than heretofore.

Mrt LETBTTRN. That statement is correct. He did make that
statement.

Mr.. SAPERSTEIN. But you say the minutes do not show something
that transpired in addition to that, do you?

Mr. LEYBTJRN. They do not. The minutes of neither one of these
meetings show those things.

Mr. SAPERSTEIN. The other meeting which you refer to is the meet-
ing of June 10, 1932?

Mr. LEYBTJRN. That is right.
Mr. SAPERSTEIN. The meeting following your first examination of

the merged bank?
Mr. LEYBTJRN. That is right.
Mr. SAPERSTEIN. I have before me what purports to be a photo-

static copy of the minutes of a meeting of the governing committee
of the board of directors of the First Wayne National Bank of
Detroit, held June 10,1932. Mr. Chairman, I offer them in evidence.

The CHAIRMAN. Let them be admitted.
(A photostatic copy of the minutes of a! meeting of the governing

committee of the board of directors of the First Wayne National
Bank of Detroit, held on Friday, June 10, 1932, at 2 p.m., was
marked " Committee Exhibit No. 181, February 8, 1934 ", and will
be found immediately following where read by Mr. Saperstein.)

Mr. SAPERSTEIN. The minutes, which have been received in evi-
dence as Committee Exhibit No. 181, as of this date, are as follows:

A meeting of the governing committee of the board of directors of the First
Wayne National Bank of Detroit was held on Friday, June 10, 1932, at 2
o'clock p.m., in the directors' room of the Detroit Bankers Co.

The following members were present: Messrs. F. M. Alger, Julian P. Bowen,
Emory W. Clark, John B. Ford, Jr., Ralph Gilchrist, James S. Holden, James T.
McMillan, Wilson W. Mills, Truman H. Newberry, Wesson Seyburn, E. D.
Stair, Oscar Webber, and Messrs. John R. Bodde, vice chairman of the board;
Herbert L. Chittenden, chairman of the executive committee; T. W. P. Living-
stone, vice chairman of the executive committee; Donald N. Sweeny, president;
J. F. Verhelle, comptroller of Detroit Bankers Co. Mr. Wilson W. Mills
presided.

NATIONAL EXAMINEES

Messrs. Leyburn and Utt, chief national bank examiner and examiner in
charge, were present and reported the result of their examination. They recom-
mended that the bank do not declare a quarterly dividend in excess of $2.10
per share upon its stock. The general matter of organization of the bank and
the like were discussed.

At this point in the proceedings, Messrs. Bodde, Chittenden, Livingstone,
Sweeny, and Verhelle left the meeting.

QXJABTEELY DIVIDEND

Upon motion, duly made and seconded, it was determined to recommend to
the board of directors of the bank that a quarterly dividend be declared in the
sum of $2 per share.
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AMERICAN STATE BANK MORTGAGES

The chairman brought up the matter of taking1 over certain American State
Bank mortgages into the account of the bank. As a matter of policy this was
approved, and subject to similar action on behalf of the executive committee
and the mortgage loan committee, the bank was authorized to take over these
mortgages, the specific mortgages now to be taken over to consist of 88 mort-
gages bearing interest at the rate of 7 percent, having a present balance of
$73,668.74, having been paid down from an original amount of $228,801, and
having a present valuation of the properties of $418,000, and upon which
interest and principal payments have been promptly made.

BRANCH BANK CLOSINGS

The chairman requested authorization for the closing of the following nine
branches: no. 67, Forest-Cadillac; no. 113, Sherman-Ohene; no. 153, Warren-
Walton; no. 168, Grand River-Trumbull; no. 207, Gratiot-Jos. Oampau; no.
210, Oass-Grand River; no. 217, Adams-Woodward; no. 218, Chene-Harper; no.
49, West Jefferson-Dearborn, which upon motion duly made, seconded, and
unanimously adopted, he was authorized to proceed to close.

There being no further business, the meeting, on motion, adjourned.
Now, do these minutes correctfy set forth what transpired at that

conference or meeting so far as the national bank examiners were
•concerned ?

Mr. LEYBURN. They do not.
Mr. SAPERSTEIN. In what respect do they fail to set forth what

transpired at the meeting?
Mr. LEYBURN. There is nothing there about either the $49,000,000

or the $45,000,000. There is nothing in there that we told them
.about the condition of the bank. There is nothing in there that we
told them that if any dividend was declared it would be on their own
responsibility, and it would be questioned as to legality.

Mr. SAPERSTEIN. NOW you may go ahead with your statement.
Mr. LEYBURN. When it was ascertained that the Reconstruction

Finance Corporation would not gpant a loan to the Union Trust Co.,
on the Saturday before the banking holiday, I called Mr. Mills over
to the Detroit Club and told him the situation in the Guardian Group.
He was rather peeved because I had not told him sooner. But you
must remember that there might have been a chance to get the loan,
and they were competitors, and one could not put himself in the posi-
tion of giving the condition of a rival bank.

After the banking holiday Mr. Davidson, of New York, came to
Detroit, but I do not know at whose request. A meeting was held at
the Detroit Club the morning he arrived, and I and Examiner Sed-
lacek were present. There were present also: Mills, of the First
National Bank; Sloan, of General Motors; Walter Chrysler, of
Chrysler Motors; Leobolt, the secretary of the Ford Motor Co.; and
probably 10 or 12 others whom I do not remember at this time.

The question came of some plan of reorganizing the Guardian
National Bank and the First National Bank. I stated that any
reorganization should be on a sound basis and that the town needed
some banking facilities. Mills got up and commenced to tell what
a swell bank he had. I think he said] it was 80 percent liquid, or
words to that effect. I stood for that just about as long as I could,
and I got uj) and said that his statement was misleading, and told
them what kind of a monkey house he did have over there. That is
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the time, or the next day, that some one stated that remarks I made
made a chill run up the spine of some of his departments. The chill
should have run up his spine, as a matter of fact. The bank was
never 80 percent liquid. I t was really 25 percent. They even had
to borrow to make the 5 percent disbursement during the banking
holiday. In his bond account alone $52,948,500 was pledged, which
included $44,606,000 Liberty bonds.

Mr, SAPERSTEIN. Did you take issue with him then and there ?
Mr. LEYBURN. And how! I would take issue with him now if he

were here. I stated that the large amount of real-estate mortgages
which the. bank had—approximately 60,000 separate mortgages,,
totaling about $156,000,000—was not desirable for a commercial
bank. The next time I made the statement I said they were no good.

I t w a s proposed during the holiday that Henry and Edsel Ford
subscribe approximately $11,000,000 new capital to make possible the
organization of two new, banks to take the place of the First National
and the Guardian National Bank of Commerce. I t waŝ  also con-
tingent upon an K.F.C. loan of $100,000,000 to the First National
Bank and approximately $35,000,000 to the Guardian National Bank,
which would have made an initial payment to the depositors of
around 50 percent. Later on the R.F.C. reduced its offer so that
they could not disburse 50 percent. The Ford interests would not
go through with any plan that contemplated payment to depositors
under 50 percent, and that plan fell through. It was the hope of
Mr. Mills that he could be president of the new bank, but the Ford
people would have nothing to do with him in that direction.

The next plan was to reorganize the First National Bank, pro-
vided they could obtain a loan of $20,000,000 from a bank or banks
in New York City and rediscounts of around $4,500,000 from the
Federal Reserve Bank of Chicago. Mr. Mills, of course, was anxious
to be president of this reorganized bank. The New York banks
claimed that it was questionable if the First National Bank could
transfer any of its assets during the banking holiday for a loan, and
so the loan was not granted and this deal fell through.

It has previously been. testified-~and there is no question that they
knew what they were talking about—it was testified by Mr. Edsel
Ford and others, that Mr. Henry Ford stated that if the Union
Trust Co. was not taken care of he would withdraw his deposit out
of the First National the minute the bank opened, which was ap-
proximately $20,000,000. The bank, furthermore, would have been
faced with withdrawals of $20,000,000 from other banks outside of
Detroit. If that bank had been permitted to open the day following
the bank holiday, you can see they would be ruined right away.
Forty million dollars would have gone up, and all that would have
been left would have been just a shell. So we could not let that
happen. That is probably about the most sensible thing I ever did.

They have claimed consistently that no criticism has ever been
made of their real-estate loans by a bank examiner. If you would
look into the report of examination of May 1932, there is a long
page that reads like this:
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917 real-estate mortgages subject to redemption $6,065, 000
672 real-estate mortgage foreclosures 3,580,000
66 land contracts being foreclosed 601,705
Other real-estate loans, interest past due more than 6 months, num-

ber of items 929; past due as to interest or principal or both 5,051,233
Land contracts past due as to interest or principal or both 1,355,195
Real-estate mortgages where interest is in default only, total of

interest due 450,369
I am not adding up these totals.
Other real estate at this examination amounted to, in addition

to banking house equity and sites, $8,398,325.
These items total $25,031,458.
In addition to that, they carried an equity in the banking house

of $18,071,495. There is the answer to the statement that we never
criticised the real-estate loans.

Early in 1932 the First National Bank advanced $150,000 to the
Detroit Bankers Co. to meet current expenses. This was carried
as a " suspense item " on the books of the First National Bank. At
that time the banks of the group were still paying dividends.

Then they had another outfit there called the First National Co.,
that you have heard a lot about. They had total liabilities and
assets of $9,513,613.

The statement which I have before me is of November 18, 1932.
I t shows cash, $3,711.90; investments, book value, bonds, $757,292.44;
stocks, $1,670,620.23; Detroit Bankers Co., trustee account, $1,143,-
033.24; State bank stocks, $5,791,974.80; notes and accounts receiv-
able, $146,980.47; tote I assets, $9,513,613.08.

You come to the liability side with a capital of $1,000,000 and a
surplus of $522,556.02 (red). That outfit was borrowing $8,749,000.
That is their total borrowings besides accounts payable of $287,151.
You people have gone into that pretty thoroughly.

Senator COUZENS. What were the total liabilities?
Mr. LEYBURN. Including capital?
Senator COUZENS. NO.
Mr. SAPERSTEIN. Without including capital.
Mr. LEYBURN. Over nine million dollars. That is borrowed

money. The borrowed money was from the Detroit Bankers and
the First National Bank. As a matter of fact, the notes payable
to the First National Bank amounted to $400,000, and there was
another note for $979,000. Then, from the Detroit Bankers Co. they
borrowed $7,370^000.

Of this $7,000,000 loan I mentioned that they had with the De-
troit Bankers Co., they charged off in 1932 at various times
$3,100,000.

Senator COUZENS. Who charged it off?
Mr. LEYBURN. The Detroit Bankers Co., in 1932, $3,100,000. I am

sure that is correct.
Senator COUZENS. HOW did you get those Detroit Bankers Co,

figures?
Mr. LEYBURN. I got them from the statement that we got during

the examination.
Senator COUZENS. YOU did not examine them, did you ?
Mr. LEYBURN. NO; I had no power to examine affiliates at that

time. I wish we had the power.
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Senator COUZENS. I do not understand why you make the state-
ment that they wrote off a certain amount

Mr. LEYBURN. Yes; I will show you where I got that. I t shows
on their own statement.

Senator COUZENS. On their own statement that they charged it off?
Mr. LEYBURN. I t is right here in their own statement.
Senator COUZENS. What does it say?
Mr. LEYBURN. This statement that I am reading from now is

called " Eeconcilement as of the 18th of November 1932 ", and it
shows charged off $3,100,000. Then I checked this with the receiver
as to how it was charged off. It was charged off in installments.

According to Mr. Mills' testimony before the left-handed grand
jury, an additional advance of depositors' money of $900,000 was
made on January 9, 1933, which was, of course, shortly before the.
banking holiday. If Mills' testimony was correct, this was used to
pay off a loan at the Continental Illinois Bank & Trust Co. The
depositors' money was used to prevent a suit being filed against the
Detroit Bankers Co. The directors knew that the Detroit Bankers
Co. could not pay the loan; and if a suit was started, the public
"would realize the condition and withdraw their money. I checked
that. I think he gave you something on that. I t is a fact about
that $900,000

Mr. SAPERSTEIN. I think the record already shows that.
Mr. LEYBURN. I think that is correct.
The statement has been made that the American State Bank was

taken over to save the depositors from loss. I t may be true that a
few of the officers of the Detroit banks were willing to give away
from $2,000,000 to $10,000,000 of the money placed in their hands
as trustees to save some other people from loss. As I see it now,
perhaps there might have been some reason for it, for the bankers
were afraid that their banks could not stand substantial withdrawals
even back in 1931. These bankers that took over the American State
Bank knew that the American State Bank had purchased a lot of
other banks, paying fabulous prices for them.

The governing committee of the First National Bank, which con-
sisted of the names I have mentioned, well knew the condition of the
institution, and if their testimony is correct, they deliberately misled
some members of their board. As a matter of fact, I think there is
a serious liability there, because it absolutely is a breach of trust.
Let us assume for the purpose of argument that the examiners told
Mills they had a swell bank

Senator COUZENS. HOW do you account for the fact that a num-
ber of those members of the governing board increased their deposits
between that time and the closing of the bank?

Mr. LEYBURN. I can answer that.
Senator COUZENS. All right.
Mr. LEYBURN. That bank was so large and prominent that every-

body up there thought that the Government would never let any-
thing happen to it. That is the answer to that.

Senator COUZENS. YOU think that they increased their deposits
without any assurance from anyone that the bank would continue
to operate?

Mr. LEYBURN. I am of that opinion.
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Senator COTJZENS. I t is only an opinion?
Mr. LEYBURN. Yes, sir; let us assume for the purpose of argument

that the examiners told them that they had a good bank, or never
told them that the bank was bad, and then they received the report
of examination showing a precarious condition but raised no protest
whatsoever. At no time did they ever protest to Washington. If
I were to go into that bank and tell them something that was not
the fact, thev would come down here and raise hell. They never did.

Senator COUZENS. HOW do you account for the fact that the Comp-
troller of the Currency took no action when you sent those yellow
sheets in?

Mr. LEYBURN. I thought I covered that question in the Guardian
group.

Senator COUZENS. HOW do you account for it in this group ? Be-
cause I understand that the criticisms of this group are worse than
in the case of the Guardian group.

Mr. LEYBURN. The same policy would hold in this case.
Senator COTJZENS. Did you ever discuss it with the Comptroller or

the Deputy Comptroller or any other officer in the office of the
Comptroller of the Currency, as to the condition of the First Na-
tional Bank?

Mr. LEYBURN. Frequently. It was the biggest problem we had.
Senator COUZENS. With whom did you discuss it?
Mr. LEYBURN. Mr. Pole and Mr. Await and a number of people

at various times.
Senator COUZENS. What did they say ?
Mr. LEYBURN. TO use their words, they sa^d, " Don't let anything

happen."
Senator COUZENS. HOW could you prevent letting anything

happen?
Mr. LEYBURN. I t looked like I could not.
Senator COUZENS. What did they mean?
Mr. LEYBURN. That I would " rock the boat."
Senator COUZENS. By rocking the boat you would compel them

not to charge off these bad accounts ?
Mr. LEYBURN. Not to take the surplus away, or anything like that.

That was the policy at the time.
Mr. SAPERSTEIN. Did you follow that policy with regard to this

bank?
Mr. LEYBURN. I will let the evidence speak for itself in that di-

rection.
The CHAIRMAN. Was there any political pressure brought to bear

in the matter?
Mr. LEYBURN. If there was, I did not know it. I could not answer

that; I do not know.
Senator COUZENS. Would you say that instructions from the Sec-

retary of the Treasury or the President of the United States were
political pressure?

Mr. LEYBURN. If that is what you mean, I would say yes.
Senator COUZENS. YOU testified when you were on the stand

before that these instructions came from the powers higher up.
Mr. LEYBURN. Yes.
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Senator COUZENS. Ai*d when asked to enumerate those powers,
you said the President of the United States and the Secretary of
the Treasury.

Mr. LEYBURN. That is just what I said.
Senator COUZENS. I ani asking as to your construction of political

pressure, in answer to the question of the chairman, which was
whether political pressure was used. I would like to know whether
you interpret such pressure as being political.

Mr. LEYBURN. I do not think I would in that case. I think
probably what Senator Fletcher meant was whether there were any
Senators or politicians in Michigan that asked for leniency.

The CHAIRMAN. NO; I did not mean that particularly. I meant,
pressure from any source, from higher-ups or anyone else.

Mr. LEYBURN. The only thing I know is general instructions. If
you want to construe that as political pressure, it was used on a lot
of banks.

As you are aware, a conservator was appointed for the First Na-
tional Bank of Detroit during the banking holiday, and later on a
receiver was appointed, I think in M$y. The word " conserve "
means to keep from loss, decay, or injury; supervise and protect;
preserve or be a guardian, or to take care of insane persons. After
reading the testimony of some of the directors before that left-
handed jury up there, I am of the opinion that a conservator should
have been appointed for some of the directors.

President Sweeny testified before the one-man grand jury and
some ex-judge in Detroit—I know who he is now; Murfin, I think
it was—that the so-called " yellow " confidential sheets of the reports
of examination were false reports to the Comptroller. Of course,
by the very nature of the confidential reports the bankers could not
see them. They have been attached to every copy of a report that
goes to the Comptroller of the Currency since 1914. I just glanced
through some before I left to come down here. They give the com-
ments of the examiner. Suppose he thought there was a shortage
in the bank, he would put it in the confidential section. If he put it
out where a man could see it, of course, he would cover the shortage
up. He could not put it in the white sheets and have them floating
all around. As a matter of fact, every banker that has been in the
game very long is acquainted with those yellow sheets.

Mr. SAPERSTEIN. Mr. Mills stated tha t" it developed at Detroit last
summer that it had been the practice.of the Comptroller of the Cur-
rency to have examiners make two reports upon the same examina-
tion." Was there any effort on your part ever to conceal the fact
that this practice existed?

Mr. LEYBURN. It has been the custom of the Comptroller's office
ever since I can remember. They have the yellow sheets attached to
this, and they go to the Federal Eeserve bank and the Comptroller.

Mr. SAPERSTEIN. IS that still the practice?
Mr. LEYBURN. Yes; and I think it ought to be. If any of the

directors or the governing committee of the First National Bank had
just spent a half hour looking through those reports, they would
have realized the condition of their bank. Some of them must have
looked at them. I claim that the condition of the bank did not
change over night; that it was known to the executive officers and
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the governing committee. The First National Bank Building was
carried as an asset on November 18,1932, of the First National Bank
Co. at $7,732,461.29, less reserve for depreciation of $337,500. This
was only an equity which the bank had in the building or depositors'
money which they had invested in this enormous building over
and above the prior first mortgage. There was an asset that was
nearly one third of the bank's total capital, and there was a prior
lien on it, and yet he knew nothing about it.

Mr. SAPERSTEI:&. Are you familiar with the fact, Mr. Leyburn,
that this so-called " asset" of the First National Bank Building
was carried on the reports rendered to stockholders at $7,732,461
and that the mortgage upon that building was not carried as a
liability?

Mr. LEYBURN. I would have to see thai report. I am not familiar
with it offhand. It shows on our report there, of the examination
of June 1932, that the consolidated bank had loaned to officers and
employees $3,083,000, of which a large number were highly ques-
tionable. I believe there were about 84 officers of that bank borrow-
ing at that time, and since January 1,1932, the loans have only been
reduced $57,873.

I t was also the policy never to sell out anyone on Detroit Bankers
stock for fear of depressing the market. As a matter of fact, they
were very lenient on selling out any collateral loans.

Chairman of the Board Mills' ignorance of and indifference to the
banking business appears to be exceeded only by his desire to remain
in that condition. He has extreme adroitness and suavity of manner,
and if the depositors and the people of Michigan believe his story,
he would appear to be the personification of Harriet Beecher Stowe's
immortal work. He would possess the severity and firmness of
Simon Legree, the deep humility of Uncle Tom, and the sweet gentle-
ness of Little Eva. As a matter of fact, he is a great disappointment
to me. He says he knows nothing about anything. If that be true,
the $40,000 salary and the raise he gave himself served to pay for
services that he never performed. I would like to know what those
officers did up there at $30,000, $40,000, and $50,000 a year.

Mr. SAFERSTEIN. DO you know when his salary was raised ?
Mr. LEYBURN. Yes, sir; January 31, 1933.
Senator COUZENS. What was your reaction to the resignation of

Mr. Mark Wilson and Mr. Ballantyn^^
Mr. LEYBURN. They absolutely resigned to keep their self-respect.

That is what Mr. Ballantyne told me, but he has probably for-
gotten it; he is getting up in years. There is no question but what
they did the right thing. They should have done it a couple of
months before they did. They could not get anything that was
constructive before that committee up there.

Senator COUZENS. DO you agree in general with the testimony of
Mr. Mark Wilson?

Mr. LEYBURN. Absolutely; and I noticed that some other wit-
nesses, our opponents, said they would believe anything he said.
So would I. He is a man of high integrity and ability. I have
tried to get him to work for me a number of times, but somebody
always beat me to the draw.
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The failure of this bank, as in the case of the Guardian Detroit
Grouj), is due to the involved condition of the holding company, the
Detroit Bankers Group, and the First National Co., the taking over
of the American State Bank

Mr. SAPERSTEIN. DO you mean the First National Co.?
Mr. LEYBTTCN. The holding company. I am talking about the

Detroit Bankers Co. and the First National Co. [continuing] the
taking over of the American State Bank and the banks at Bedford—
no; I do not believe there were any directors interested in that
bank, so I still do not know why they took it over. Also the high
percentage of loans secured by real-estate collateral. Speculative
loans did not have proper attention, and the most incompetent man-
agement that the examiner has ever contacted in a large bank was
met with.

In conclusion I want to say that there is no irony—there is a little
sarcasm, I think—and no beautiful sunshine in my testimony. I am
simply stating the facts, according to what target I shoot at. Some
of the statements I have made have been attacked up in Michigan.
If the cap fits them, they should wear it. I t would fit some more of
the heads up there if they would cut the corners off of them.

Mr. SAPERSTEIN. Mr. Mills, in his prepared statement before this
committee, has said with reference to the practice of sending yellow
sheets to the Comptroller and only exhibiting white sheets to the
directors—and I am quoting from his statement:

Banks frequently have been lulled into what later became a false sense of
security as to the actual position of the Comptroller's office.

What have you to say about that comment ?
Mr. LEYBURN. I t looks to me like he was lulled into false security,

all right, but he lulled himself into it.
Mr. SAPERSTEIN. Were any representations ever made by you or

by your examiners to Mr. Mills which might have lulled them into a
false sense of security as to the attitude of the Comptroller's office
toward his bank?

Mr. LETBXJKN. Of course not. Any report of examination is sub-
ject to the Comptroller's approval. At that time they were not
trying to upset anything. They always want to attack somebody.
I t is always the examiner's fault. You remember that some years
ago a large bank in New York City closed and the newspapers and
all criticized one of the outstanding men of the United States, and
even indicted him, and later on when things became better he did
everything he could to save the bank, and half of the directors went
up the river. Based on that theory, the directors of the Wabash
Railroad ought to have to wait for an examiner of the Interstate
Commerce Commission to come around and tell them that their
railroad is going into receivership.

Mr. SAPERSTEIN. What have you to say as to the solvency or
insolvency of the First National Bank at the time of the banking
holiday?

Mr. LEYRTXRN. We made an examination of the bank during the
banking holiday. As a matter of fact, when any bank does not
open we make an appraisal of the assets to see what plan can be
followed out. We made one that started February 11 or 12. I do
not recall the date of finishing it. We were in hopes that they could
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pass a bill in Michigan that would take care of the situation. They
-commenced to fight among themselves, the upstate banks, and Sen-
ator Couzens tried to get them together. Tnat examination made
during that holiday shows the First National Bank of Detroit to
be insolvent.

Senator COUZENS. TO what extent?
Mr. LEYBURN. Close to $4,000,000, after you deduct surplus, profits

and reserves. Of course, after the bank closed
Senator COTTZENS. Just a minute. You say that there was $25,000,-

O00 capital there?
Mr. LEYBURN. Yes.
Senator COUZENS. And that capital was affected to the extent of

.$4,000,000?
Mr. LEYBURN. NO ; I would not say that.
Senator COUZENS. What did you say?
Mr. LEYBURN. Let us get that straight. The capital of the bank

was $25,000,000. The surplus was $25,000,000. The net undivided
profits were $3,625,695. Eeserves, $12,848,000. If you deduct all
those things you would still be $4,000,000 out. That is the basis of
the examiner's report.

Senator COUZENS. TO what extent was the $25,000,000 of capital
affected?

Mr. LEYBURN. I t was all gone.
Senator COUZENS. The capital was gone and the surplus was gone ?
Mr. LEYBURN. Yes.
Senator COUZENS. And the undivided profits were all gone?
Mr. LEYBURN. Yes.
Senator COUZENS. Then they were $4,000,000 short in their ability

to liquidate?
Mr. LEYBURN. That is right. Have I made that clear? We did

not go through all the real-estate mortgages. That would be an
impossible task. These figures are conservative.

Senator COUZENS. Did you take the book value of real estate ?
Mr. LEYBURN. Yes, we did; we took the book value.
Senator COUZENS. In other words, when you came to arrive at

the figures showing insolvency to the extent of $4,000,000 you had
then taken the book value of all of the bank's real estate ?

Mr. LEYBURN. I would say that we did, unless they were devalued,
or something like that.

Senator COUZENS. HOW much did you take out when you arrived
at those figures for devalued real estate?

Mr. LEYBURN. I do not believe we took out any. I think we took
the real estate " as is." I cannot testify to that, because I did not
make the examination personally.

Senator COUZENS. Who did make it?
Mr. LEYBURN. Mr. Harry Walker.
Mr. SAPERSTEIN. This examination is signed by Harry W. Walker.
Mr. LEYBURN. He is here in Washington. How about having him

straighten you out on that? I do not like to testify to something
that I am not exactly straight on.

Senator COUZENS. I wish he would, because there has been much
discussion about the action of the examiners and banking officials
on devaluating real estate which was mortgaged and owned by the
banks.
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Mr. LEYBURN. Yes.
Senator COUZENS. If I understand your testimony correctly, it is to

the effect that you took the book value and did not depreciate those
real estate figures on the books of the bank?

Mr* LEYBURN. I think that is right. I think in his remarks in the
yellow sheets he states

Mr. SAPERSTEIN. Let me read you what the examiner says under
" General remarks " in these so-called " yellow sheets " [reading] :

The complete examination of this bank was impossible, due to the limited
amount of time and only a skeleton crew with which to work. Consequently
there are numerous schedules which are not complete, or omitted entirely.
A comparatively recent report was made as of the close of business November
17, 1932. In accordance with instructions from Chief Examiner Leyburn no
attempt was made to list slow loans, for probably over 90 percent of loans
classified as doubtful or loss would be classified as slow under the prevailing
conditions. I made no examination of real estate loans or contracts, but
judging from the previous report of examinations the bank will continue to
acquire a substantial amount of real estate, and consequently a substantial
amount of losses will be sustained. In reviewing this bank's loans appraisals of
the paper were made on the assumption that -some sort of reorganization would
be effected and that assets would be liquidated in an orderly manner under
some sort of a composition of deposits. * * * After the bank's loans had
been completely reviewed it was learned that an immediate reorganization was
impracticable, and a conservator has been appointed. In other words, under
a conservator it is presumed that liquidation will be forced, and under forced
liquidation it is highly probable that substantially more losses will be sustained
than have been estimated in this report. In conclusion I have no hesitancy in
making the statement that I believe this bank to be hopelessly insolvent.

Senator COUZENS. What date was that?
Mr. SAPERSTEIN. February 11, 1933—as of February 11; and the

examination was closed on March 17, 1933.
Senator COUZENS. That report was dated March 17, 1933, and that

was the date that it was delivered to the Comptroller's office; is that
correct?

Mr. LEYBURN. I would have to look at that. [After referring to
document.] I t was completed on March 17. I t could not have
been delivered to the Comptroller's office that soon. I have heard
the statement about real-estate mortgages. I do not know whether
they were talking about R.F.C. appraisals. We do not make any
appraisal for the R.F.C. The question came up about Pontiac

Senator COUZENS. Before you go into that, have you sent any
communications to the Comptroller's office after the February 11
examination was concluded?

Mr. LEYBURN. In 1933?
Senator COUZENS. Yes; or before.
Mr. LEYBURN. YOU mean, have I written any letters?
Senator COTTZENS. If anybody has communicated with the. Comp-

troller's office.
Mr. LEYBURN. Either over the phone or by telegraph; yes.
Senator COUZENS. Have you got any telegraphic evidence of what

you sent to the Comptroller's office?
Mr. LEYBURN. I will see. I do not know whether I have or not.

[After referring to file.] No; I have not.
Senator COUZENS. Are you sure you sent some telegrams?
Mr. LEYBURN. I would not swear that I sent telegrams, but I

certainly talked to him on the phone.
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Senator COTTZENS. DO you know why they selected February 11
to make that examination ?

Mr. LEYBURN. That was just before the banking holiday.
Senator COUZENS. Yes; but you did not know the banking holiday

was going to occur, did you? v

Mr. LEYBURN. I knew something was going to happen, and I was
getting prepared for something*

Senator COUZENS. SO on February 11 you started an examination
of the First National Bank

Mr. LEYBURN. I had half my men up there.
Senator COUZENS. Just a minute until I have concluded my ques-

tion, please. Qn February 11 you decided to make an examination
of the First National Bank?

Mr. LEYBURN. Y§S, sir; that is right, under instructions from
Washington.

Senator COUZENS. YOU decided on February 11 to make an ex-
amination of the First National Bank of Detroit because you believed
something was going to happen?

Mr. LEYBURN. I believed something was going to happen, and I
wanted to see what kind of plan we could make if they did not get
E.F.C. money.

Senator COUZENS. They had not applied for it on November 11,
had they?

Mr. LEYBURN. NO ; but the Union Trust Co. had.
Senator COUZENS. I am talking about the First National Bank.

I am trying to find out what led you to start the examination on
February 11, 1933, before there was any bank holiday and while the
bank was still in operation.

Mr. LEYBURN. Because I felt that the Union Trust Co. was going
to blow.

Senator COUZENS. And you thought that if the Union Trust Co,
was going to blow the First National Bank would blow ?

Mr. LEYBURN. I was thoroughly convinced of that.
Senator COUZENS. SO it was because of what you knew about the

Union Guardian Trust Co. that you started your examination of
the First National Bank?

Mr. LEYBURN. That is correct. Does that answer your question?
Senator COUZENS. Yes.
Mr. SAPERSTEIN. Supplementing what I read a moment ago with

regard to your examiner's appraisal of real estate, I find in the same
report a schedule known as &-A" containing the following notation
under the caption Other Keal Estate:

There appears to be a statement of the book value of various parcels of real
estate owned by the bank

Mr. LEYBURN. That is other real estate; that is not real-estate
mortgages.

Mr. SAPERSTEIN. Let me read this [reading] :
$14,102,330, and the bank's estimated value of $10,602,400, showing a loss of
$3,409,929. The above-estimated loss represents the bank's estimate of values
as a going bank. Since these estimates of values were made the bank has gone
into the hands of a conservator.

It states that an arbitrary estimate of loss on this account is placed
at $7,000,000, or approximately 50 percent of the carrying value,
which is believed to be conservative.
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Senator COTJZENS. That means the real estate owned by the bank
for banking purposes and the real estate accrued under foreclosed
mortgages ?

Mr. LEYBURN. This is the bank's " Other real estate " account.
Mr. SAPERSTEIN. Can you put your finger on the bank's real-estate

mortgage account in that report?
Mr. LEYBURN. Here it is, right here [indicating].
Mr. SAPERSTEIN. YOU are referring to what?
Mr. LEYBURN. Other real estate. I t was carried on the books at

$14,102,330, and the loss was estimated at $7,000,000.
Senator COUZENS. Let me get that straight. Do you mean the

real estate owned for banking service?
Mr. LEYBURN. NO, sir.
Senator COUZENS. IS that separate?
Mr. LEYBURN. In other words, 1,124 separate pieces with a book

value of $11,747,048.
Senator COUZENS. Was the title to those 1,124 separate pieces in

the bank?
Mr. LEYBURN. Yes; other real estate.
Senator COUZENS. Other than that used for banking facilities ?
Mr. LEYBURN. I am not certain of that.
Mr. SAPERSTEIN. I notice that j6u have one schedule, no. 11, en-

titled " Banking house, bank offices ", and so forth, and a separate
schedule for other real estate?

Mr. LEYBURN. Yes.
Senator' COUZENS. I t is one-thousand-one-hundred-and-eight-four-

and-odd pieces ?
Mr. LEYBURN. There is more than that. This statement is made

February 11. I t shows for banking house and offices, $16,999,429.
Senator COUZENS. Was the banking house carried in your report

at the same figure as it was carried on the bank's books?
Mr. LEYBURN. YOU mean the $16,000,000.
Senator COUZENS. Yes.
Mr. LEYBURN. That is what it shows here.
Senator COUZENS. SO you did not depreciate the bank figure?
Mr. LEYBURN. In addition to the banking-house figure, it shows

for other real estate $16,998,250. That is what we classify as loss.
Senator COUZENS. Those pieces that you are talking about now

were the pieces on which the bank had foreclosed?
Mr. LEYBURN. Yes; and taken title to.
Senator COUZENS. There was nothing in those lists including the

Catholic loans?
Mr. LEYBURN. NO, sh%
Senator COUZENS. YOU state that you did not take from the bank's

assets these so-called "Catholic loans"?
Mr. LEYBURN. Absolutely not. I will tell you where that origi-

nated.
Senator COUZENS. GO ahead.
Mr. LEYBURN. The Catholic loans, through consolidation and oth-

erwise, were around $10,000,000, I think. They were classed as a
large line. I think Mr. Mills put that story out in the hope that the
radio priest would get on my neck. That is my opinion.
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Senator COTJZENS. Some 10 or 11 million of the Catholic loans were
an accumulation of loans that had been heretofore made in these 5
or 6 separate units ?

Mr. LEYBURN. That is correct.
Senator COUZENS. And from the accumulation of these loans in thi*

First National Bank, as the result of the consolidation, it made what
you examiners believed to be an excessive loan ?

Mr. LEYBURN. That is right. I t was only criticized as to amount.
Senator COUZENS. In other words, they contend that the accumu-

lation of loans on Detroit Bankers stock was the result of the consoli-
dation of the separate units that took over the loans of all of the
banks ?

Mr. LEYBURN. That is what they contend; yes.
Senator COUZENS. And is that substantially true ?
Mr. LEYBURN. I think that is about right.
Senator COUZENS. Let us get back to February 11. At what time

did you start the examination on February 11 ?
Mr. LEYBURN. The report does not give the time it started.
Senator COUZENS. DO you not recollect what time you put your

examiners to work in the First National Bank?
Mr. LEYBURN. NO. At that time we were literally swamped up

there with everything going on. The world was going upside down.
I don't know whether it was morning or afternoon.

Senator COUZENS. YOU did not get any tip from anybody, outside
of your knowledge of the company's condition, to start this exami-
nation?

Mr. LEYBURN. NO ; I was familiar with it because I was working
on it. I didn't need any tip.

Senator COUZENS. I wondered whether you got it without needing
j t . Did anybody suggest that there might be difficulty there and that
"it would be well to make an examination ?

Mr. LEYBURN. NO, sir; I am positive they did not.
Senator COUZENS.vFrom any source?
Mr. LEYBURN. NO, sir. If they did, I certainly do not remember

it. Has anybody made that charge?
Senator COUZENS. I am not on the witness stand.
Mr, SAPERSTEIN. I want to ask you one or two questions.
Mr. LEYBURN. I want to explain about Pontiac, too.
Senator COUZENS. GO ahead, but I hope you will not take too long.
Mr. SAPERSTEIN. On the subject that Senator Couzens just raised

with regard to the valuation of these mortgage loans, I should like
to read into the record the comment of your examiner in the previous
report for November 1932, which seems to be tied up with the last
report. In the last report he says [reading]:

I made no examination of the real-estate loans or contracts, but, judging
from the previous report of examination, the bank will continue to acquire a
substantial amount of real estate, and consequently a substantial amount of
loss will be sustained.

That would seem to indicate that he made a very exhaustive exam-
ination of the real-estate loans in the previous report, would it not?

Mr. LEYBURN. Yes. In June he was very familiar with them.
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Mr. SAPERSTEIN. Under the caption of " Criticisms " on page 11-A
the examiner makes the following comment [reading] : *

Real-estate mortgages exceed 50 percent of savings deposits. While no loss
has been estimated at this time, with the present demoralized real-estate
market, aggravated in this city, which is virtually a one-industry city, by the
unprecedented orgy of real-estate speculation and the present tax situation,
it is inconceivable to anticipate anything but eventual substantial loss and
the acquisition of a large amount of other real estate.

Senator COUZENS. Does it not indicate that there was no cut-
down in the asset®?

Mr. LEYBURN. I t looks like it to me; yes.
Mr. SAPERSTEIN. That was the procedure followed in both the

November 1932 and February 1933 reports, was it not?
Mr. LEYBURN. I am of that opinion.
As to the question about Pontiac, the statement was made here

that $1,500,000 worth of dividends were declared in December, I
think, 1931. If my memory is correct on that date, it was for the
purpose of using $750,000 at Pontiac to recapitalize the bank. As a
matter of fact, I was always informed that that bank was getting its
capital from the Detroit bankers. There never was anything said
about $1,500,000 for £hat purpose.

Senator COUZENS. That is not the testimony. The testimony is
that the First National Bank declared a dividend of one and a half
million dollars through the Detroit Bankers Co. to enable the De-
troit Bankers Co. to liquidate their debts.

Mr. LEYBURN. That dividend was not declared for that express
purpose.

Senator COUZENS. That is in the record.
Mr. LEYBURN. I t was always knpwn as the " First National Bank"

and it was close to Detroit and they wanted to save it if they could?,
and Mr. Wilson cooperated with me.

Senator COUZENS. There is no dispute about that. Mr. Long testi-
field himself as to the purpose of the dividend, and later testified
that $750,000 was used for the purpose of rehabilitating the First
National Bank of Pontiac.

Mr. SAPERSTEIN. The minutes also indicate what the purpose was,
and they have been offered in evidence.

Is there, anything else you want to say ?
Mr. LEYBURN. Yes.
Senator COUZENS. I tell you what I wish you would do, Mr. Ley-

burn. I wish you would make an analysis of the report of Novem-
ber 1932 and of February 11, 1933, and be able to tell us tomorrow
whether or not the assets in the various mortgages as represented on
the books of the bank were cut down by the bank examiners during
their examination. Just tell us that tomorrow.

Mr. LEYBURN. All right.
Mr. SAPERSTEIN. And I might suggest that while he is doing that

he may also determine whether the value of those Catholic loans was
cut down in those reports.

Senator COUZENS. We will adjourn until 10:15 tomorrow morning.
(Whereupon, at 5:12 p.m., the subcommittee adjourned until

tomorrow, Friday, Feb. 9,1934, at 10:15 a.m.)
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