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

Federal Reserve Board on Wednesday, July 8, 1931, at 10:10 a.

PRESENT: Governor Meyer
Mr. Hamlin
Mr. Mier
Mr. James
Mr. Pole
Mr. McClelland, Assistant Secretary.

The minutes of the meetings of the Federal Reserve T3oard held on

June 25th and 30th were approved.

The minutes of the meetings of the Executive Committee of the Federal

Reserve Board held on Tune 26th and July 2nd were also approved, and upon

motion, the actions recorded therein were ratified.

The Assistant Secretary then presented the following matters of

blisiness which were considered and acted upon by the Board:

Report of Committee on Salaries and Expenditures on letter dated

J-Une 30th from Deputy Governor Dillard of the Federal Reserve Bank of Chicago,

requesting approval of a change in the personnel classification plan of the

bank; the Lloard's Committee recommending approval.

Approved.

Memorandum from Counsel dated ally 1st submitting a revision of the

term of resolution used by the 3oard in the levying of semi-annual assessments

upon the 2ederal Reserve banks to cover the Board's general expenses as pro-

vided in Section 10 of the Federal Reserve Act.

Upon recouaendation of the Law
Committee, the form of resolution was

approved for future use,

Letter dated June 27th from the Federal Reserve Agent at San Francisco

requesting authority to participate in the next examination to be conducted

by the State Banking Department of the Valley Bank and Trust Company of

14.hoenix, Arizona, it being the intention to nake the examination without
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etaultaneous entry at the head office and branches of the member bank.

After Some discussion on the subject

of simultaneous examinations, action on the

Federal Reserve Agent's request was deferred.

i:emorandum from Counsel dated Tuly 1st, prepared in accordance with the

action taken at the meeting on Tune 30th, -submitting draft of reply to letter

dated Tune 29th from the First Federal Foreign Banking Corporation; the Proposed

reply outlining the procedure which should be followed in applying for a re-

duction in the capital of the corporation and requesting advice as to the

effect on the corporation of the proposed reduction in capital and whether it

Will completely eliminate the estimated losses and depreciation in the assets

of the corporation disclosed in the recent report of examination.

Upon recommendation of the Law

Committee, the proposed letter was approved

and ordered transmitted.

Lemorandum from Counsel dated Tune 29th on letter dated Tune 24th

rrom Messrs. Shearman and Sterling, attorneys for the National City Bank, sub-

Mitting a formal application for permission to establish a branch of that bank

in the Flores District in the City of Buenos Aires, Argentine Republic; Counsel

advising that the application is in proper form. The Assistant Secretary

stated that the application has also been referred to the Comptroller of the

purrency and the Federal Reserve Agent at New York, both of wham have stated

that they know of no reason why it should not be approved.

After discussion, upon motion, the

following was ordered spread upon the minutes:

"THE NATIONAL CITY BANK OF NEW YORK, having on or about JUne 23,

1931, filed an Application with this Board for the purpose of obtain-

ing authority to establish a Branch in the Flores District in the ,

City of Buenos Aires, ARGENTINE REPUBLIC, and the said Application

having been considered; and it appearing that the said Application is

properly made under the laws of the United States of America and

should be granted, NOW, THERE7OR:'], IT IS
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ORDERED, that the said Application be and it hereby is approved,
and that the said Bank be and it hereby is authorized to establish a

Branch in the Flores District in the City of Buenos Aires, ARGEnTINE

LIC.DI`

THIS ORDER IS GRANTED "UPON TEL] CONDITION THAT, unless the author-
ity granted hereunder is exercised and unless said branch actually is

established and opened for business within six months after the date

hereof, on or before Tanuary 8, 1932, all rights granted hereunder

shall be deemed to have been abandoned and the authority hereby granted

shall automatically cease; but if said branch shall be established and

opened for business on or before January 8, 1932, said National City

Bank of New York may continue to operate and maintain the sane subject
to the provisions of Section 25 of the Federal Reserve Act."

Telegram dated Tuly 7th from the Assistant Federal Reserve Agent at

Chicago, advising that in accordance with the Board's request, copy of report

Of examination of the Central Trust Company of Chicago and supplemental infor-

mation will be forwarded to the Board today and that the report of the Chicago

Trust Company should be available by Friday of this week.

Noted.

At this point IJr. dyatt, General Counsel, joined the meeting.

The Board then gave consideration to the matter on which action was

deferred at the meeting yesterday, namely, ownership by the liercantile-Commerce

Bank and Trust Company of St. Louis of the stock of the Liercantile-Commerce

National Bank. The matter was discussed in detail as was the ownership by the

Lafayette-South Side Bank and Trust Company of the stock of the South Side

National Bank of St. Louis. During the discussion, Er. 'Hamlin raised a question

as to the legality of the condition of membership with regard to the purchase

Of stock in other banks, regularly imposed by the Board, and Lx. Wyatt advised

that he has reviewed an opinion previously rendered by his office on the natter

Slid whilothe question is debatable, he is convinced that the Board does have

authority to impose such a condition.

At the conclusion of the discussion,

upon motion, it was voted to request the

Federal Reserve Agent at St. Louis to coma.
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to Washington. on Wednesday, Xuly 15th, to

discuss the matter with the Board.
Upon motion, it was also voted to

advise Ur. Wood that the Board is not disposed

to grant permission to the I:ercantile-Cornmerce

Bank and Trust Company to continue to own the

stock of the lercantile-Commerce National Bank

except for the purpose referred to in the

telegrnns which Mr. Wells, then Federal Reserve

Agent at St. Louis, exchanged with the Board

under date of May 16th and 17th, 1929, nor to

permit the Lafayette-South Side Bark and Trust

Company indefinitely to hold the stock of the

South Side National Bank, and that the purpose

of the conference with the Federal Reserve Agent

is to discuss plans by which the two member banks

referred to could be restored to a status con-

forming to the agreements entered into with the

Board at the tine of the admission of the barks

to membership in the System. On this motion. Jr.I 

Hamlin voted "no".

hi

In accordance with the action taken at the meetings on Stine 10th and

ame 18th, the Committee on District No. 8 then submitted the following

report:

"Federal Reserve Bank of St. Louis. 

Charges against W. P. Kincheloe. 

Committee Report 

"Your Committee herewith presents to the Board a report of its

Counsel, Mr. Wyatt, with exhibits annexed thereto, as to the above

charges.
"Some of the charges relate to the personal conduct of III'.

Kincheloe, while others relate to the general management of the

branch involving questions as to credit policy, handling of collateral,

collections, and other matters.
"Your Committee, in this report, has confined itself to the

personal charges against Mr. Kincheloe, believing this to be in

accordance with the resolution of the Board, and has not undertaken

to examine into the other matters referred to above, as such an in-

vestigation would result in a long-drawn-out inquiry necessitating the

examination of many witnesses, and raising many questions of doubt

and uncertainty.
"The personal charges, as shown in Tir. Vlyattts report and

exhibits, are essentially as follows:
1. That, while Manager of the Louisville Branch,

1,Ir. Kincheloe borrowed large sums of money
from two Louisville member banks; that his
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indebtedness to the National Bank of Kentucky
at the time it closed was 052,800; that he was

also indebted to the First National Bank of
Louisville to an amount unknown to your Committee.

"2. That he used the money thus borrowed while Manager,

in a speculntive investment in the stock of the

Standard Oil Company of Kentucky, and other
speculative stocks.

3. That he has, from time to time, employed in Positions

of trust and responsiblity certain of his

relatives.

4. That he failed to fix the responsiblity for a short-

age of 04,000 discovered on October 10, 1927.

5. That he lacks judgment and ability properly to dis-

charge the important duties and responsiblities

of Lianaging Director of the Louisville Branch.

"An examination of the memorandum covering an interview between

Mr. Tames, Lir. Wyatt, and Mr. Kincheloe, set out in Mr. Wyatt's

report, discloses that 11.r. Kincheloe admits borrowing some

050,000 from the Uational Bank of Commerce, later consolidated with

the National Bank of Kentucky, and that he admits investing the

same in stock of the Standard Oil Company of Kentucky.

"Tour Committee would further point out that in said memorandum

Kincheloe states that he informed Yr. I:artin, then 3ederal Re-

serve Agent, of these loans, and that Yr. Martin raised no objection.

to them. In the opinion of your Committee, the fact, if duly

proved, that Federal Reserve Agent Martin knew of but raised no

objection to these loans, may have a bearing on any proceeding the

Board may take upon this report as to Mr. Kincheloe 'a conduct,

further, that such knowledge and failure to object places a serious

responsibility upon the Federal Reserve Agent.
"In the event that the Board should decide to call upon Lir.

Kincheloe to show cause why he should not be removed because of

his conduct, your Coixiittee recommends that, simultaneously, the

further information suggested by Er. Wyatt under 11 headings on

page 8 of his report be obtained, excepting only Nos. 10 and 11,

and possibly No. 8, an inquiry under these headings might lead to

long-drawn-out hearings more pertinent to a general investigation

of the general management and credit policy of the Louisville

Branch, - which investigation, as your Committee understands, is

not within the scope of the pending resolution."

During the general discussion which followed rx. Tames, as Chairman

Of the Committee on District No. 8, submitted the folloaing resolutions for

the consideration of the Board:
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"WHEREAS, the Committee recently directed to incluire

into the conduct of 1/1%. P. Kincheloe, Managing Director of the

Louisville Branch of the Federal Reserve Bank of St. Louis,

has reported, and
"WHEREAS said report shows that the investigation made

by the Committee discloses the fact that Yr. Kincheloe is

lacking in the necessary qualifications requisite for the of-

fice he holds, his unfitness being evidenced, among other

things, by his borrowing for speculative purposes from member

banks, and
"UHEREAS, Section 11 (f) of the Federal Reserve Act au-

thorizes and empowers the Federal Reserve Board 'To suspend

or remove any officer or director of any Federal reserve bank,

the cause of such removal to be forthwith communicated in writ-

ing by the Federal Reserve Board to the removed officer or di-

rector and to said bank',
"1101 THEREFORE BE IT RESOLVED, that the Federal Reserve

Board remove "Jr. Kincheloe from the office, and that he and the

Federal Reserve Bank of St. Louis be notified in writing of his

removal and advised of the cause therefor."

"WHEREAS, information has cone to the Federal Reserve Board

that Mr. VI. P. Kincheloe, while Mansging Director of the Louisville

Branch of the Federal Reserve Bank of St. Louis, borrowed more or

less large suns of money from, member banks for speculative pur-

poses; and
"JHEREAS, it appears that Mr. William McC. Martin, Governor

of the Federal Reserve Bank of St. Louis, and formerly Federal

Reserve Agent at the Federal Reserve Bank of St. Louis, was ad-

vised of this fact several years ago; and

"MEREAS, it appears that I,Tr. John S. Wood, Federal Reserve

Agent at St. Louis, had knowledge of these facts when he was

Chief National Bank Examiner, and, therefore, had knowledge of

these facts at the time of his appointment as Federal Reserve

Agent at St. Louis, and at all times thereafter; and

"WHEREAS, neither Mr. Wood nor Mr. Martin reported the facts

pertaining to Mr. Kincheloe's indebtedness to the Board of

Directors of the Federal Reserve Bank of St. Louis, or to the

Federal Reserve Board, or took any other action with respect there-

to until recently when the matter was called to their attention by

a member of the Federal Reserve Board;

"THEREFORE, BE IT RESOLVED BY THE FEDERAL RESERVE BOARD THAT,

Mr. William McC. Martin, Governor of the Federal Reserve Bank of

St. Louis, and Er. John S. Wood, Chairman of the Board of Dir-

ectors of the Federal Reserve Bank of St. Louis and Federal Reserve

Agent, be required to appear before the Federal Reserve Board to

explain why they did not report the facts in this matter to the

Board of Directors of the Federal Reserve Bank of St. Louis and to

the Federal Reserve Board as soon as such facts care to their

attention."

At the conclusion of the discussion,

it was voted to defer action on the Committee's
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report and to discuss this matter also with the
Federal Reserve Agent at St. Louis when he is
in Washington next week.

REPORTS OF STANDIUG COMMI

Dated, Tilly 8th Recommending changes in stock at Federal Reserve BankR,
as set forth in the Auxiliary Minute Book of this date.

Recommendations approved.
Dated, July 7th Recommending approval of the application of Er. Dietrich

Schmitz, for permission to serve at the same time as a
director and officer of the Pacific National Bank of
Seattle, Washington, and as a director of the First
National Bank of Gig Harbor, Washington.

Approved.
Dated, July 7th Recommending approval of the application of Et. Sohn H.

Thatcher, for permission to serve at the same time as a
director and officer of the First National Bank of Lamar,
Colorado, as a director of the First National Bank of
Pueblo, Colorado, and as a director of the First National
Bank of Trinidad, Colorado.

Approved.
Dated, July 7th Recommending approval of the application of Mr. Alexander A.

Altschuler, for permission to serve at the same time as a
director and officer of The Bergen County National Bank of
Hackensack, New Jersey, and as a director of the Hudson County
National Bank of jersey City, New jersey.

Approved.

The meeting adjourned at 11:45 a. in.

Approved:
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AUXILIARY MINUTES
(July 8, 1931)

. Reports of Standing Committee dated July 8th, recommending changes in
stock at Federal Reserve Banks, approved as follows:

Application for ORIGINAL Stock: 
District No. 11. 
Colorado National Bank in Colorado, Texas.

Applications for ADDITIONAL Stock: 
Pistrict NO. 5. 
Union National Bank, Lenoir, N. C.
Matoaka National Bank, Matoaka, West VA.

Approved:

Shares 

66 66

25
3

Assistant Secretary.
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