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¥arch 28, 1235,

Hfonorable Duncen U, Fletcher, Chairman,
Committee on Benking and Currency,
United Stetes “enate,

Washington, D. C.

My dear Senator Fletcher:

I understand that some question has heen raised as to
whether I have complied with that provision of the Federal Reserve
Aet whiech forbids any member of the I'ederal Reserve Boerd to be an
officer or director of any bank, banking institution, trust company
or Federel Reserve bank, or to hold stock in eny bank, benking in-
stitution or trust compeny, and that opposition to my confirmation
ss a member of the Federal Reserve Zoerd mey be based upon this the-
ory. I desire to stete the facts in the matter for your information
and for the confidential information of your Committee.

At the time of my appointment as a member of the Federal
Reserve Board, I was not an officer or director of any bank, banking
institution, trust company or Federal Reserve benk, and held no stock
in any bank, banking institution or trust company. I had formerly
been an officer and director of a number of banks and hed owned a few
directors’ qualifying shares in such banks; but I resigned as officer
end director of all such banking institutions and disposed of all of
my stock in such institutions over a year ago, before accepting the
position of Assisteant to the Secretary of the Treasury. This was
not legally necessary; but I severed such connections in order that
my position might be free from criticism.

Before my appointment as a member of the Federel Reserve
Board, I was a minority stockholder in the First Secsurity Corporation
of Ogden, Uteh, a holding company engaged in the bysiness of holding
the stoclk of a group of banks located in Utah and Idaho. I owned
4,912 sheres of the stock of that Corporation which I hed ecquired
at 8 cost of 526.49 per share, making the total cost to me $130,166.25.
I felt that the ownership of that stook would not constitute a tech-
nical violation of the Federal Reserve Act but that I should dispose
of it in ordsr to remove any cuestion sbout my complience with the
spirit and purpose of the Act.

The stock was not listed on any stock exchenge, however,
and, in visew of the economic snd bdbenking difficulties which this country
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had been experiencing for a number of years, there sppeared to be ne
market for bank stocks or for the stook of corporations whose princie
pal assets were bank stocks. In the ciroumstances, I did the only
thing which soemed feasible and sold all of my stock in the First
Security Corporation to the Eceles Investment Compeny for (8,00 per
share whioch was the price agreed upon as & reasonable price under
present depressed benking and business conditions, although the ocon-
servative book value of such stock was §14.00 per share, without cone
sidering the good will value of & large and well established banking
business.

I s0ld all my stoeck in the Firet EBecurity Corporation to
the iocles Investment Compeny for the sum of §89,206.,00, thus taking
a net capital loss of §90,870.26, and reported this loss in my ine
come tax return for the year 1984 when I had a net capital gain of
only $1,071,16, In other words, in order to remove any doubt about
ny compliance with the spirit and purpose as well as the letter of
the Federal LHeserve Aet, I sold my stoek in the First Security Cor-
poration at a loss of $90,870.26 in s year when my capital gains
were very small and I could offset only a very small portion of such
capital loss against capital geaine for inoome tax purposes. Having
teaken the loss during the year 1934, I have given up sny possibility
of obtaining the bemefit of that loss by offsetting it sgainst cape
ital gains in some future year when I may have oapital gainse

The Eoecles Investment Company is a holding company which
is not prinecipally engeged in the business of holding bank stooks but
holds a large variety of investments, inecluding real estate, bonds,
notes and stooks of corporstions engeged in widely diversified types
of business. BbMoreover, I sm not the prinelpal stoockholder of the
Ecoles Investment Company but own less than O per cent of its total
stocks The Hooles Investment Company, in turn, owns only sbout 16
per cent of the stock of the First Security Corporastion.

Before scoepting sppointment as s member of the Federal
Reserve Board, 1 considered this subjeot very carefully and acted in
entire good faith in doing everything within my power under the ex-
isting conditions to comply with the spirit and purpose ez well as
the letter of the Federal Heserve ict.

After i beoame & member of the Federal keserve Bosrd,
some question was raised about this subjeot end I discussed the sub~
Jeot with the Board's Gemersl Counsel who assured me promptly that I
was olearly complying with the purpose and spirit as well as the letter
of the law. Subsegquently, I asked him to give me e written opinion
on the subjeet, which he did, snd that opinion is inclosed herewith
for your information,
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