
A meeting of the Federal Reserve Board was held in the office of the

hderai Reserve Board on Thursday, June 18, 1931, at 11:00 a. in.

PRESENT: Governor Meyer
Mr. RAmlin
Mr. Miller
Mr. James
Mr. Magee
Mr. Noell, Assistant Secretary.

ALSO PRESENT: Mr. R. L. Austin, Chairman and Federal
Reserve Agent of the Federal Reserve Bank
of Philadelphia.

The Governor referred to the action of the Board on February 27, 1931,

With reference to the continuance of the membership in the Federal Reserve

41tem of the Bank of Auburn, Pennsylvania, and stated that Mr. Austin is

1/1‘eeent to discuss the mitter with the Board.

Mr. Austin then presented to the Board a letter signed by him under

tlete of June 17th submitting an analysis of a report of examination of the

11:4111k of Auburn, made as of April 25, 1931, which discloses a depreciation in

the itvestment account of the bank of $233,937.10, resulting in an impairment

"the capital to the extent of $44,556.60, after allowing for guaranties

t4;1̀ egat1ng :125,000 which have been executed by certain of the directors of

Illebaak; the letter stating that since the examination, certain stocks and
bo u

44ave been sold at a price sufficient to reduce the impairment by

k6 7.50, and that on the basis of a classification of the investments by

tIle state Banking Department under which a portion of the depreciation set

blr the examiner, $70,371.71, is regarded as doubtful only, and the remainder,
4e3
'565.39, as a loss, after giving effect to the directors' guaranties, the

4.11.41 account of the bank and surplus to the extent of approximately 025,000,

EtZe 
restored. Mr. Austin stated that since the examination, a further $20,000

Eta be
et contributed by the directors. He also stated that the classification

$4,
investments made by the State Banking Department, was considered at the

44.411,,
of his directors on June 17th and approved, and that he now recommends
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that the Federal Reserve Board, in view of the circumstances outlined, take no

"tion at this time looking toward the discontinuance of the membership of the

bank.

After some discussion, Mr. Austin's

recommendation was approved.

Mr. Austin then stated that he had been requested by his directors to

ta1111' up with the Board personally, the matter of handling depreciation in the

113ve8tment account of member banks and to suggest the advisability of securing

11111tormity in the policy followed by the Comptroller of the Currency and the

authorities of the various states. A discussion ensued with regard to

the present policy of the Comptroller's office in dealing with depreciation in

tile investment accounts of national banks and the policy followed by some

"ate banking departments, during which Mr. Pole was called into the meeting.

Ile stated to the Board that he would be glad to have the Chief National Bank

4a1tiners take part in a consideration of this subject.

At the conclusion of the discussion,

Mr. Austin was advised that the Board

would interpose no objection to his bank

taking steps to secure the cooperation

of the State Banking Departments in his

district on the matter.

There was then discussed with Mr. Austin the matter reported in his

letter of June 10, 1931, namely, the action on June 15, 1931 of the Camden

4ete Deposit and Trust Company, Camden, Y. X., a member bank, in assuming

4114in liabilities and acquiring for liquidation all of the assets of the

4O4c1WaY-Merchants Trust Company of Camden, approval of which is recommended

11 the Federal Reserve Agent.

After discussion, draft of reply to

Mr. Austin's letter, approved by the Executive

Committee, advising that the Board will inter-

pose no objection to the action of the member

bank, was approved and ordered transmitted.
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The Assistant Secretary then presented letter dated Tune 15th from

the Federal Reserve Agent at Philadelphia, outlining the circumstances under

It41-6h the Federal Reserve Bank of Philadelphia delivered on two forged orders,

170,000 of securities held for safekeeping for the First National Benk of

e°44110hocken, Pennsylvania, the Federal Reserve Agent raising the question

whether a similar experience has been had by any other Federal Reserve bank.

After some discussion as to the

legal position of the Federal Reserve

Bank of Philadelphia in the matter,
the letter was referred to Counsel for

report to the Board.

C. CI-- CI

The Assistant Secretary then presented letters dated Tune 17th from

tlle Federal Reserve Agent at Philadelphia, requesting approval of the

fleeignation of Mr. Joseph R. Campbell, who is being employed in the examination

tlePEatment of the bank, as an assistant to examiners, and of the following

ElalloYees of the Transit Department as special assistants to examiners:

Harold C. MacDonald
William J. Madara
Gilbert S. Bayne
john C. Poulton

Hirst

Approved.

M.T. Austin then left the meeting.

Mr. Pole then stated that the suggestion has COMB to him that, because

the unsettled banking conditions which exist in certain parts of the country,

°8t Pone for from 30 to 60 days the usual call for reports of condition of

44ti
'4°11Q banks which for the past several years has been made as of the last

htlai
Atess day of June. He stated that he is of the opinion that a postponement

Wobl
Probably result in more harm than good, and that he would like to have

klae„
from the members of the Board. During the discussion which

Owed, the opinion was expressed that it would be unwise to postpone the
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kla. This opinion was concurred in by all members present.

At the conclusion of the discussion
Er. Pole was authorized to advise those
making the suggestion to him that he has
discussed the matter with the Board which
is of the opinion that the call should
not be postponed.

Mr. Pole then left the meeting.

The Assistant Secretary presented the following matters of business

Ithich were considered and acted upon by the Board:

Reports of Committee on Salaries and Expenditures on lists submitted

bY the Federal Reserve Bankcs of Richmond, Kansas City and San Francisco of

kaaoyees for wham the directors approved leaves of absence with pay on

"°011nt of illness during the month of Nay, where the total of such absences

Xarillary 1, 1931 has exceeded thirty days; the Board's Committee

"°111mending approval of the salary payments involved.

Approved.

Report of Executive Committee on letter dated Tune 10th from the

kleral Reserve Agent at San Francisco, transmitting and recommending approval

aPplication of the Washington National Bank of Commerce, Seattle,

Washi
ngton, for a reduction in its required reserves from 10% to 7% of

em
-cww, deposits; the Board's Committee also recommending approval.

Unanimously approved.

Application for full trust powers by the New Harmony National Bank,

W
--r1T1(3nY, Indiana, which on April 18, 1951, succeeded the First National

804*

terv,
Aeent at St. Louis recommending that the application be approved. In

thia
connection, consideration was also given to a letter dated June 15 from

tile rt...
''11110troller of the Currency, recommending that inasmuch as no examination

"44-
aPP1icant bank has been made since its organization, it be granted

44d the New Harmony Bank, both of New Harmony, Indiana, the Federal Re-
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°41,7 the authority necessary to continue the administration of the trusts which

l'ers being handled by the New Harmony Bank at the time it was taken over by

the New Harmony National Bank.

Upon recommendation of the Law

Committee, it was voted to approve

the Comptroller's recommendation, and
to defer action on the application for

full trust powers until a report of
examination of the bank is available.

Report of Executive Committee on letter dated Tune 11th from the

lissiatant Federal Reserve Agent at Minneapolis, recommending that the Board

illterpose no objection to the proposed action of the Reclamation State Bank

(31'11E31%11, South Dakota, in taking over the assets and assilmin3 the

liabilities of the Irrigators State Bank of Nisland, South Dakota; the reason

re4 the absorption being that the volume of business at Eisland is not con-

sufficient to warrant the continuation of a separate institution there.

Upon recommendation of the Board's
Committee, it was voted to interpose no

objection to the contemplated action of
the member bank.

Memorandum from Counsel dated June 13th on letter dated June 10th from

ederal Reserve Agent at Chicago submitting letter dated June 9th from the

ilice President of The Millikin National Bank, Decatur, Illinois, expressing

the A
'e8ire to surrender its right to exercise trust powers; Counsel submitting

qtz a
"t of letter to the Comptroller of the Currency, requesting that in accord-

With, the procedure outlined in the Board's Regulation "F", a special

lill -aeatip +4-Lon be made on the occasion of the next examination of the national

b4'4k to 
determine whether all trusts acquired by the bank have been properly

414Posed or.

Upon recommendation of the Law

Committee, the proposed letter was approved.
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Memorandum from Counsel dated Tune 10th on letter dated May 25th

trean the Federal Reserve Agent at Cleveland, inquiring whether the Peoples-

Pittsburgh Trust Company of Pittsburgh, Pennsylvania, which on December 31,

1930 consolidated with two nonmember banks under a state statute which

Iltovides that such consolidation shall result in the formation of a new

°I'Poration, should make a new application for membership in the Federal Re-

"I've System; Counsel submitting draft of reply to the Federal Reserve

4eent' letter advising that the Peoples-Pittsburgh Trust Company should

441ce a formal application.

Upon motion, the letter submitted

by Counsel was approved and ordered
transmitted.

Memorandum from Counsel dated June 11th submitting a letter dated

'1111E1 10th from Mr. Georges St. Jean, President of the Federal International

11411103ag Corporation in reply to the Board's letter of June 9th with regard

t0 the statement contained in a circular letter sent out by Schenkers, Inc.,

411 York City, under date of May 20, 1931, the reply stating that the

eircular letter in its final form was not submitted to Mr. St. Jean or to

the Corporation and calling attention to the fact that nothing in the

eircialar letter refers to the Federal International Banking Corporation.

With 1-8
ul memorandum, Counsel submitted draft of letter to Mr. St. jean stating

144t his 
reply is not satisfactory and requesting that he advise the Board

Nther he
suggested, authorized or approved the use of the objectionable

4tatetnent contained in the circular letter, or any other statements conveying
the

841°16 or a similar meaning; also draft of letter to Roosevelt and O'Connor,

C0411-_,
--4"1. for the organizers of the Corporation, enclosing, in response to their

,.letter
' or June 10th, a copy of the letter from Mr. St. jean.

In this connection, consideration was also given to memorandum from
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Collinsel dated June 13th, submitting letter dated Tune 12th from Schenkers,

replying to the Board's letter of TunelOth, expressing regret that any

Wtatement in their circular could have been misconstrued and assuring that

the Board's wishes will be carefully followed in the future; Counsel stating

that in his opinion this would seem to be all that could be expected from this

c()zaPany.

After some discussion.as to the
advisability of dispatching the letters
submitted with the memorandum of June
11th, the matter was referred to the
Governor for discussion with Counsel and

report to the Board.

6")

Memorandum from Counsel dated June 12th on letter dated Tune 3rd

111 the Federal Reserve Agent at Cleveland, transmitting a form of time

411ificate of deposit suggested for adoption by the Clearing House Association

vtl.nton, Ohio, and a substitute form suggested by the Counsel for the Cleve-

lab,ri
-13ank, and requesting the opinion of the Board as to whether either of the

ellificatesmay properly be classified as a time certificate of deposit

44461' the Board's Regulation "D". With his memorandum,Counsel submitted draft

—71734 to the Federal Reserve Agent's letter, advising that for reasons

litelteds neither of the forms submitted should be classified as a timp certifi-
tate

C/f deposit under the Board's Regulations.

Upon recommendation of the Lan

Committee, the proposed letter was

approved and ordered transmitted.

Memorandum from Counsel dated June 9th on letter dated Tune 1st from

the A_
istant Federal Reserve Agent at San Francisco inquiring whether service

ka ta
44 officer and/or director of the Bank of America National Trust and Savings

4c'elati-on of San Francisco, California, and the Bank of America of Los

41) California, comes within the exception to the Clayton Act which is

1111able when the entire capital stock of one bank is owned by the stock-
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holders of the other; Counsel submitting draft of telegraphic reply advising

that under the circur9tances outlined, such service does not come within the

elosption to the Clayton Act referred to.

Upon motion, the proposed telegram
was approved.

Memorandum from Counsel dated May 28th submitting a letter dated

Nr 25th from the Governor of the Federal Reserve Bank of Atlanta stating that

t413 question whether warehouse receipts issued by a corporation apparently

°Ikea and controlled by Anderson, Clayton and Company of Mobile, Alabama, in

kl(*31'aance with a plan described in a letter received from the Deputy Governor

°I' the bank under date of Nay 1st would be proper receipts to be used as a

bas 4

'3 for bankers' acceptances, has been solved, and that, accordingly, no

kll'her consideration by the Board will be asked. In his memorandum, Counsel

t4tea that there seems to be doubt on the question whether the plan which has

bee,.
" submitted to the Federal Reserve Bank is a proper compliance with the

'zi'A-Lations and former rulings of the Federal Reserve Board and he suggested

that 
the Federal Reserve Bank be asked to submit a camplete statement of the

r4Q+
43 in order that the Board may have an opportunity to decide for itself

e-T*Ileth ,-- acceptances secured by such warehouse receipts are properly eligible
tech

.4'cdiscount.

Upon recommendation of the Law

Committee, draft of letter submitted

by Counsel in accordance with his

suggestion, was approved and ordered

transmitted.

Wyatt, General Counsel, was then called into the meeting.

Reference was made to the matter on which action was deferred at the

45"4€ 04 June 16th, namely, memorandum from Counsel dated Tune 12th sub-

arafts of letters to the Mercantile-Commerce Bank and Trust Company

at. Louis
, and to the Lafayette-South Side Bank and Trust Company of

4t4 1411'8, with regard to the ownership by those banks of the stock of theDigitized for FRASER 
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Ilercantile-Commerce National Bank and the South Side National Bank, respectively.

At the conclusion of the discussion

which followed, it was voted to instruct
Counsel to redraft the letters submitted
with his memorandum, in accordance with
the suggestions made during the discussion.

Mr. Hamlin then referred to the action of the Board at the meeting on

31111e 10th in voting to request the Committee on District No. 6 to prepare a

°°111101ete report and recommendation to the Board with regard to the loan made

bY the National Bank of Kentucky of Louisville, Kentucky, to the Managing

1)1rector of the Louisville Branch, and stated that it is not clear to the

C(41Zdttee as to how extensive the report requested by the Board should be.

After some discussion, the Committee

was advised that the Board desires it to

submit a report based on the information

now in the Board's files and in the files

of the Comptroller of the Currency, the

question of whether a broader investigation

into the matter should be made to be deter-

mined following the submission of the

Committee's report.

OF STANDING COLIMITTEES:

IlEtt e ,June 17th Recommending changes in stock at Federal Reserve Banks,
18th as set forth in the Auxiliary Minute Book of this date.

Recommendations approved.

The meeting adjourned at 12:45 p. m.
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AUXILIARY MINUTES
(June 18, 1931)

Reports of Standing Committee dated June 17 and 18, recommending
sha

nges in stock at Federal Reserve Banks, approved as follows:

....P.pltions for SURAENDER_of Stock: 
istrict No. 4.
?aYette National Bank, Lexington, Ky. (Vol.

Liq. Abs. by First National Bank &
Trust Carapany)

Pirst National Bank, Masontown, Pa.
(Insolvent)

&strict No. 8.
Pirst National Bank, rialdron, Ark.

strict No. O.
hrst National Bank, Holton, Kans. (Insolvent)

4D1Voired:

Shares: 

360

180 540

27 27

45 45 
Total 612

Assistant Secretary.
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