
K&reh 9,

M—Turn of th« Board **. Millnrd's Mftaor&odm of
February 11 r* inYe#tig*tioa of pos«lble

Mr, ?&rd&a«n violation of Federal statutes by United
Sa&k and Trust Cospaay, St. Louis, Mo.

Kr# Mil lard • •.* meaorsadaa of February 11 Is interesting &ad reiaee
certain points i s say raiad to vbloh I would l i t e to sai l tho Board's attentions

X, Mr. Hlllard'® statesMet rereale that tao exgatnors of the St. Louis
Fedor&l &eserre Beak did not discover th* error, but thet i t «*« brought to
Mr, Peterson1 a «tteatlo& by «ui officer aad director of tho United Baak, who
otlled at ?«tert«a's offieo np#cifio«lly for this purposo, Tbo failnro of th*
St. Unit* Fod«r&l Henorrt «H£ii»«r« to di»«oT»r c bud baalcia^ praetieo *• ob-
Tiouis «s this r»ic«r- « qu^Btien In ay %iad as to t^c thoroiaghaoB?? of the F«d-
orel iia^erro1* «fjc»stin»tioa pmetieos* tho sccataat i s uestioa fees boom on tho
books of tho aottbor b^nk for & masbor of ym»r* end thoro »»» boon no of fort et

or deception. Tho fcocouat van in tho n*a* of wa offieor of tho
beak folowod by tfe« word "tntstoo*. Ono vtm&mr* %rky the exaaiaors did

not isvostigfcto tho aecowtt i f they hfcd follovod tho t i w old emetea of thumb-
iag through a l l nooouats in & bank to c*teb tkoso la tho IMWSS of officors or
dirootors; or i f thojr foll«w«d tbo likoviso ve i l sstablishod euston of askiag
tho wMibor bsnk at tho i&coptioa of tho «raaia«tio& to fumieh • l i s t to tho
oa»«itter» of a l l accounts on their b*akf s books la tho aaaws of offiaore or
dirootors of tao bank vtmimT oxsalaation aad of othsr beaks ia tho sacs oity.

2* Tho rooor<t doos not shov that tho Oaitod States Attorney's office
was adriaod, i*hon thl* aattor vaa reported to that office, that tho account
had boom brought to tho attention of the Federal Uosmrw* Bank't off iaie ls by
as officsT aad director of the aoaber bank? that tho s«fejoot accouat vat ix>t
"dis«ovsr#d* by tho o»oi&ors} aad that at ao t ia* wa» there «ay of fort oa tao
part of the aombor baak at eonooalaoat or Jeoeptioaj nor was there «ay eridsaoo
of orlniaal iatoat*

Oa tho other haadf th* iaforoa«o to bo drava from tho ooaM&ioatloB
sent to the United States Attorney hy tho Fedorel S**serve Baak of i t . Louis,
aad also by tho eonanieatioa aoat to this Board by tho St. Louis Federal Ba-
ser** vet that the Fodoral Be&erve oxaoiiaors had disowvoroa tho itoa aad had
raally *o*qgRt* tho bank doiag *oa»thiag improper aad probably diuhonest.
This i s bora* out by tho faot teat vboa tho aattor v&» dia<m«sod vith tho ftoard
h*rs, Chaira*a HoOab* w « «o ooarinood that tho Fodor«l Bosorro had *oaa*fet»
a misaroaat that ao s«ggo*t#d th&t the »x»«iaer ia -ue^tion (Mr. Cbapaam) bo
oowpliitoatod t*r his ehrovdae«; aad effioisacy ia "disooToriag" tho qaostiwisi
aeoomt*

3* I t i s to bo impmd that Mr, Hillard i s eorroot ia kit aesuaptioa that
there i s ao f**llat ** projudio* tov«rd tho United Beak oa the ^art of oortaia
persoanel of tao St. Louis Baak) but i t does aot §ee* to ao that sosji assvap-
tioa i« w m s U d by the vcy the (St. Uu i s Federal fi#sorve hes handled tki#
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( l ) The St. Louis Federal Re«vrv« failed to report a l l the true
to tfe« United 3i&te« attorney 1A St. Louts.

(2) The St. Louis Federal 8e*err© failed to report fill the true
circuaBtenets to tfele Board.

4* I do not w*uat i t considered tb#t I tew mwy p*ti*aee vltb the rasher
b&nie for Its conduct in fhie c&s#. Hoveror, I think, the incident i s amch more
i&port&at than the individuals or the one baxifc involved, mad my prloeip&l ob-
Jeet in oaliiag I t a^&ia to the Boerd*fi attestioa i s to show vimt X believe to
be ft fwadstaiemt&l veekne^fi 1A the St. Urals Federal K»se:rv**d concept mad
eatlOB of I ts regulatory r>o»ers, partiettlerly ^tth rm£9rmi&* to bunk
ticms. X mm not sure but tfe*t this erroaeo^s concept exists in other banks in
t&e tsgretem*

la tiiie im^taaois, v« bare an offloer A»d dlreetor of a urâ ber
v i s i t lag tfe« of f lee of tfee Federal Be serve B#.uk mad asking for ftdrlee
counsel with reference t® a qa»etioa«bl# tteaotmtlng practice beiag followed in
the BMftber bsnk, la resposis® to this vifcit, the Federal ieserre Steak made i t s
exasain^tions *ad reported the asattar to tills Board end to the United States
Attorney as though t&® »eab«r b&ak h*,d been "oeugbt" mad mm guilty of &am*
easce^led iaproper aetiom «sd erixiiwOl intent. The record doe« not reveal the
fact that tfee s e ^ e r bask mt« tl̂ ubtfHtl i t s e l f of the propriety of i t* practice
tt&d h&d cosi© to th* «ope-rrl«»ry euthorities se#ki»g iastructioa, advioe and

X reedxoead strongly that the Bo*rd le^ra aor# about the
*ad practice of the r#sp«etiT© Federal R#5&erre fienks in their regulatory
especially tb&t vltb reference to ex^jaiattioa, «ad that tb# Board m&mv&r to
satisfy i t s e l f th&t steps are Uken in the r»#|*«ctiTe Federal S*&«rve Bf.nks
to rednee to « oifiimei tbe probability of a repetition of guefe incidents as
tfcie.
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