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A meeting of the Federal Reserve Board was held in Washington

en Thursday, October 19, 1933, at 11:10 a. m.

PRESENT: Er. Black, Governor
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Thomas
Mr. Szymczak

Mr. Mbrrill, Secretary
Ur. Carpenter, Assistant Secretary
Mr. Bethea, Assistant Secretary
Mr. Martin, Assistant to the Governor
Mr. Wyatt, General Counsel
Mr. Paulger, Chief of the Division of

Examinations
Mr. Chase, Assistant Counsel
Mr. Chamberlin, Federal Reserve Examiner

The Board considered and acted upon the following matters:

Telegraphic reply to a telegram dated October 18 from Mr.

ClIrtiss, Chairman of the Federal Reserve Bank of Boston, stating that

the board of directors of the bank, at its meeting on that date, voted

to establish, subject to review and determination of the Federal Re-

serve Board, rates of 4% per annum on advances to member banks under

eection 10(b) of the Federal Reserve Act, as amended by the Act of

Cli Itax 9, 1933, 4% per annum on advances to nonmember banks and trust

e°111Punies under section 404 of the Act of March 9, 1933, as amended,

al°41 4% per annum, on advances to individuals, partnerships or corpora-

ti°11s secured by direct obligations of the United States under section

13 of the Federal Reserve Act, as amended, effective on the first busi

4e3s day following that

°ther changes were made

discount and purchase.

on mhich approved by the Board; and that no

in the bank's existing schedule of rates of

The reply stated that the Board approves for
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the Federal Reserve Bank of Boston the rates referred to, effective

October 20, 1933.

Approved, and, there being no objection,
the action of the directors of the Boston bank
in making no other changes in the bank's exist-
ing schedule of rates of discount and purchase
was noted with approval.

Telegraphic reply to a telegram dated October 18, 1933, from

Austin, Chairman of the Federal Reserve Bank of Philadelphia,

stating that the board of directors of the bank, at its meeting on

that date, made no change in the bank's existing schedule of rates of

discount and purchase except the establishment of rates of 45 per an-

111141 cn advances to member banks under section 10(b) of the Federal

Reserve Act, as amended by the Act of March 9, 1933, 4% per annum on

4dvance5 to nonmember banks and trust companies under section 404 of

the Act of March 9, 1933, as amended, and 4% per annum on advances to

irldividuals, partnerships or corporations secured by direct obligations

°t the United States under section 13 of the Federal Reserve Act, as

sllaended, effective on the first business day following that on which

4PProved by the Federal Reserve Board. The reply stated that the Board

4PProves for the Federal Reserve Bank of Philadelphia the rates referred

to, effective October 20, 1933.

Approved, and, there being no objection,
the action of the directors of the Philadelphia
bank in making no other changes in the bank's
existing schedule of rates of discount and pur-
chase was noted with approval.

Telegram to Mr. Stevens, Federal Reserve Agent at Chicago, re-

to the application of the "Farmers State Bank", Charter Oak,
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Iowa, for permission to withdraw immediately from membership in the

Federal Reserve System, and stating that the Board waives the usual re.

quirement of ex months' notice of intention to withdraw and that, ac-

e°rdingly, upon surrender of the Federal reserve bank stock issued to

the Farmers State Bank, the Federal Reserve Bank of Chicago is author-

ized to cancel such stock and make a refund thereon.

Approved.

Reply to a letter dated July 29 from Er. Stevens, Federal Re-

Agent at Chicago, inclosing the application of the "First Na-serve

tienal Bank of Freeport", Freeport, Illinois, for permission to act in

all fiduciary capacities authorized under section 11(k) of the Federal

Reserve Act. The reply stated that the Board has considered the appli-

e8;tion and, in view of the fact that the bank has been in operation

sillee June 1, 1933, and current information regarding its assets and

°Perations is not available mad the further fact that the information

concerning the past record of its cashier, who is one of the two active

°fficers in charge of the bank's affairs, is unfavorable, the Board is

1141111-ling at this time to approve the application, and requested that

the agent advise the institution accordingly. The reply stated also

that the Board will be pleased to consider a now application from the

First National Bank of Freeport after an examination has been made of

the institution by representatives of the Comptroller's office and a

l'ePort thereof is available.

Approved.

Telegram to Er. Curtiss, Federal Reserve Agent at Boston,
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replying to to a letter dated October 17 from Mr. Gettemy, Assistant

Federal Reserve Agent at Boston, inclosing an application of the Grove-

ton National Bank, Groveton, New Hampshire, for 42 shares of stock of

the Federal Reserve BFInk of Boston, submitted in lieu of the bank's ap-

Plication for a like number of shares which was approved by the Board

°11 October 2, 1933, and stating that it appears that the new applica-

tion is necessary as a result of certain changes required by the Comp-

troller of the Currency in the organization papers of the new bank.

The reply stated that the Board approves the amended application of the

national bank for Federal reserve bank stock and revokes the approval

granted on October 2 of the previous application.

Approved.

Reply on October 18, 1933, approved by six members of the

130ard, to a letter dated September 12 from Lir. Case, Federal Reserve

Agent at New York, inclosing a copy of an office memorandum dated Sep-

tember 11 shoving the status of the member banks in the Second Federal

ReServe District which have suspended or been absorbed by other insti-

tlItions but whose Federal reserve bank stock has not been canceled.

Me reply stated that, in view of the opinion of counsel for the Fed-

eral reserve bank that the cancelation of the Federal reserve bank

Stock outstanding in the name of the Eidwood Trust Company, Brooklyn,

ew York, should be further deferred because of the Federal reserve

batk.,
s possille liability on a suit still pending, the Board has no ob-

jection to the agent waiting an additional period of six months from

the date of the reply, whereupon, if the application has not been sent
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to the Board with the agent's recommendation for approval, it is re-

quested that he make a further report and recommendation. The reply

stated also that the Board advised the agent of the approval of the ap-

plication of the conservator of the Harriman National Bank and Trust

Company, New York, New York, on September 8, 1933, for the cancelation

of that bank's Federal reserve bank stock, and that it is assumed that

the Board will be advised of the action taken in the cancelation of

this stock as soon as possible. The reply stated further that it is

assumed that in due course an appropriate report and recommendation

X11 be submitted to the Board, if necessary, in accordance with Regulation

section II, paragraph (d), with respect to each of the four banks

Which has been absorbed by another institution; and in accordance with

"cticn II, paragraph (b), with respect to each of the five banks in

receivership, listed in the memorandum inclosed with the agent's letter,

arid the First National Bank of Brockport, New York, referred to in the

Itgent's letter, if the receiver of the bank does not, within six months

fl'om the date of his appointment, file an application for surrender and

ekacelation of the Federal reserve bank stock outstanding in the name

Of the bank.

Approved.

Reply to a letter dated July 15, 1933, from Nr. Walsh, Federal

Reserve Agent at Dallas, requestinL: advice as to whether the Board has

defined "usual commercial banking powers" as used in the Board's tele-

cf larch 17, 1933 (Trans. 1695) in connection with the applications

Or State banks for membership in the Federal Reserve System. The reply
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8tate d that the Board has not attempted to define "usual commercial

banking powers", although it may be noted that the primary functions

of a commercial bank are the receiving of deposits and the making of

108.ns; that, under the provisions of section 9 of the Federal Reserve

Act, the Board is required in acting upon applications for membership

to consider, among other things, whether or not the corporate powers

exercised are consistent with the purposes of the Federal Reserve Act;

btad that, accordingly, since the lam of the various States confer up-

O. State banks the right to exercise different powers, the iidoard before

acting upon an application for membership wishes to be advised in each

case as to the powers which the bank is authorized to exercise under

the laws of the State under which it is organized and with particular

reference as to any powers which may not be appropriate for banks ad-

tlitted to membership, such as insuring or guaranteeing title to real

"tate, executing surety bonds, acting as warehouseman, or carrying on

841Y class of business covered by the Federal Reserve Board's condition

144aber 12. The reply stated also that it is desirable, therefore, for

the counsel for the Federal reserve bank in each case to consider the

P°Were which the bank is authorized to exercise and to call especial

ctttention to any powers which may not be appropriate for a bank admit-

to membership in the Federal Reserve System. The reply also called

ctttention to the eleventh paragraph of the statement of "General Prin-

eiPles Applicable to Consideration of Applications for Membership in

the Federal Reserve System" inclosed with the Board's letter of Septenr

bar 11, 1933, (X-7581).

Approved.
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Telegram to the governors of all Federal reserve banks stating

that the Board is in receipt of a letter from lir. We A. Julian, Trea-

surer of the United States, reading as follows:

"I have been importuned since my acceptance of this office by
banks from the several different cities, principally New York
and Boston, to make some arrangements with the Federal Reserve
Banks whereby bonds, that are presently kept in Washington in my
department as security for postal savings deposits, could be kept
in the different Federal Reserve Banks and where the banks could
make exchanges and have their bonds serviced as to coupons, etc.,
instead of coning to Y:ashington on this account.

"Will you be kind enough to consider this and take up with the
Federal Reserve Banks and let me hear from you."

The telegram stated also that, in this connection, Governor Young of

Boston has advised the Board that he is heartily in favor of Federal

reserve banks acting as custodians for their member banks of Govern-

rtent obligations deposited as security for postal savings deposits,

kad requested that the governors advise the Board fully as to their

Iriaft, with their suggestions respecting procedure and conditions under

Ilhich such service might be rendered if they agree.

Approved.

Reply on October 18, 1933, approved by six members of the

Board, to a letter dated October 7 from Honorable Wilbur J. Carr, As-

8i8tant Secretary of State, referring further to the negotiation of

Urlited States "Ireasury checks by foreign service officers and employees

liavana, Cuba, and inquiring whether arrangements could not be made

7thereby the Havana Agency of the Federal Reserve Bank of Atlanta would

714170 the one-tenth of one per cent commission being charged for trans-

of funds between the United States and Cuba in connection with such

cheeks. The reply stated that, except in special or emergency cases,
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the activities activities cf the Aavana Agency are confined to the receipt of

cUrrency from and the payment of currency to Havana banks in exchange

for credit to or charge to the reserve account of a member bank at one

cf the reserve banks in the United States, and to denominational ex-

changes of currency; that a commission of one-tenth of one per cent is

Charged on the amount of each such transaction; and that, if the Havana

4Cency were to waive such charges with respect to Government checks for

banks in Cuba it would to a corresponding extent result in such banks

being able to obtain currency from the Havana Agency without cost to

themselves. The reply stated also that, while the Board realizes that

the amounts involved are relatively small and, if the Agency were to

141 ive such charges, the effect upon the net cost of maintaining the

Ageney in Cuba would be slight, it nevertheless feels that it would be

undesirable to change the procedure followed by the Havana Agency so

Ile to permit any exceptions to the policy of charging a commission on

411 Payments of currency to Havana banks.

Approved.

Reply on October 17, 1933, approved by six members of the

13°ard, to a letter dated September 29 from La-. Charles Y. Collins,

Via.
ehlngton, D. C., Counsel for the Forthwest Bancorporation; the reply

readi gn as follows:.

"Leceipt is acknowledged of your letter of September 29, 1933,
in which you request to be advised (1) whether Northwest Bancor-
poration may file Exhibits 'I' and 'J' on photostat paper 6" x 9"
instead of 8" x 1*, and (2) whether it is necessary for it to
file with the Federal reserve agent of each district in which a
subsidiary member bank is located (other than the district in
Which the applicant's principal office is situated), a complete
copy of the original application, including all exhibits, or
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"whether reports of examinations called for under Exhibit 'I' may

be omitted in filing copies of the application with the Federal

reserve agents of districts other than that in which the appli-

cant's principal office is located.

"In regard to your first question, there is inclosed herewith

a copy of the Board's letter of October 6, 1933, to ii]r. J. P.

Peyton, Federal Reserve Agent at Idnneapolis, -which relates to

the subject of your inquiry and which is self-explanatory.

"Referring to your second question, the original and two exe-

cuted counterparts of each application for a voting permit, includ-
ing all exhibits, must be sent to the Federal reserve agent of the

district in which the applicant's principal office is located, and
the Board's Regulation P contemplates that a copy of each such ap-

plication, including exhibits, will be filed with the Federal re-
serve agent of each other district in which a subsidiary member
bank is located. However, in view of the numerous exhibits which
an applicant holding company affiliate of a large number of subsid-
iary member banks and subsidiary nonmember banks must furnish with
its application, the Board will not require the filing with the
Federal reserve agent of each district in which a subsidiary mem-
ber bank is located (other than the district in which the appli-
cant's principal office is located) of a copy of each and every
exhibit attached to any such application. In any such case, the
Board will deem it sufficient if the applicant sends the original
and two executed counterparts of the application, with all exhibits,
to the Federal reserve agent of the district in which the appli-
cant's principal office is located, and files with the Federal re-
serve agent of each other district in which a subsidiary member
bank is located a copy of the application on F.R.B. Form P-1, to-
gether with such exhibits as may be necessary to disclose fully the
relations between the applicant and the banks in the district in
Which such copy of the application is filed and to enable the Fed-
eral reserve agent of that district to determine the effect of
such relations upon the affairs of such banks.

"Accordingly, it mould seem that the Northwest Bancorporation
should file with each copy of the application filed in any district
other than that in which the applicant's principal office is located
the reports of examinations called for by Exhibit I which contain
information pertaining to the subsidiary member banks located in
the district in which such copy is filed.

"It is understood that the applicant will furnish to any such
agent, upon request therefor, any other information which is re-
quired under F.R.B. Form P-1 to be submitted with the original ap-
plication."

Approved.

Governor Black then presented a revised draft of a letter to

the Comptroller of the Currency which was considered at the meeting of
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the Board yesterday, with regard to the application of the Continental

Illinois National Bank and Trust Company, Chicago, Illinois, for per-

ritission to reduce its common capital stock. The letter was discussed

and amended to read as follows:

"The Board today approved the application of the Continental
Illinois National Bank and Trust Company for a reduction of its
common capital stock from *75,0G0,000 to 25,000,000, the
c,50,000,000 reduction to be replaced by 50,000,000 preferred
stock to be sold to the Reconstruction Finance Corporation.

"In passing upon this application the Board has given consid-
eration to the conditions remaining in the bank after such re-
duction of its common capital stock, and has reached certain
definite conclusions which I am instructed to communicate to you.

IIIIAL11.GET,ELT
"The Board is especially concerned in the question of manage-

ment. This large bank is essential to the commercial life of the
Lidwest. It is entitled to the best management. Such management
it has not had, and this fact is fully attested by its past record
and its present condition. Luring the twelve years prior to Ea.rch,
1933, it charged off from its assets an average of $10,000,000 per
year, an aggregate for this period of 0.20,000,000. Since Larch
it has charged off .'.21,320,000. It is now proposed to charge off
estimated losses of approximately .50,000,000. This loss record,
if continued, would result in wiping out the proposed common
capital structure in three more years. This must be checked by
Proper management. In this connection, the latest available re-
port of examination discloses that directors, officers, employees,
and their interests OVB this bank ”0,396,586, some of -which is
inadequately secured and some of which is improperly secured by
stock of the bank, in addition to which the bank also has acquired
a considerable amount of its own stock which it has held in contra-
vention of law. It is understood that in addition to the bank's
losses substantial amounts representing stock so loaned upon end
held have been charged off.

"The trust relation of these officers and directors to this
bank requires that adequate administrative steps be taken to avoid
the recurrence of conditions of this kind. As you know, section 30
of the Banking Act of 1933 places definite responsibility upon
your office and upon the Federal Reserve Board with respect to the
management of member banks which continue unsafe and unsound prac-
tices relative to the conduct of the bank's business. In cases
where unsafe or unsound practices are continued it becomes our
duty to take definite action under the powers of this section.
The Board in its views as to management is in thorough accord with
Your comments as set forth in your letter of July 20, 1933, to the
board of directors of the bank. It is the hope of the Board that
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"notice of its attitude in respect to these matters will result

in the early remedying of the situation.
"CONDIIION

"The change in capital structure proposed, after the large

charge-offs that have been and are to be made, will not result in

a satisfactory financial condition in the bank, as there will re-

min some 30,000,000 of doubtful assets, in addition to which
the bank will be burdened by the existence of nearly 2.70,000,000
of slaw paper. The Board feels that this condition calls for the

addition of at least :,25,000,000 of common capital, as the bank's

depositors are entitled to this full margin of financial security

as well as soundness in its management. The interests of the

lathiest and of Chicago in this bnrk are too great to leave either
of these steps open.

"The Board wishes to be kept advised currently as to steps
taken or contemplated to accomplish what this bank needs for its

success, and, to this end, if you have no objection, the Board

will send a copy of this letter to the Federal Reserve Bank of
Chicago with the request that it give these matters its close and
unremitting attention."

Messrs. Paulger, Morrill and Wyatt were then requested to ex-

Press their opinion as to the action which should be taken by the Board

On the application. Yr. Paulger stated that the Division of Examina-

tions recommended the capital reduction because it felt, in the circum-

stances, particularly after what has transpired, that this is about the

°Ill?' action the Board can take; that, if it were possible to do so, the

13°&rd would certainly be justified in taking its action approving the

ecTital reduction only upon condition, or upon the firm understanding,

that capable management would be placed in charge of the bank, because

Other corrections are merely treatments of symptoms and not causes;

that the examiners' reports which have been reviewed by the Division of

•. amlnations have consistently pointed out the serious condition of the

4111,
brought about by its poor management; that both Chief rational

Examiners Leyburn and Taylor, during the past year, had stated to

Paulger personally that, unless greater strength and ability were
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introduced into the bank to guide its affairs, its downward course

would continue with nothing but eventual catastrophe to be expected;

that there is nothing suggested in the present program of the bank

that contemplates these necessary changes in management; and that he

felt, therefore, that the real trouble will continue to exist no mat-

ter how much new money may be poured into an already bad situation.

flr. Paulger also stated that he vas not certain that the cap-

ital correction contemplated really would clean the bank; that while

losses of approximately $50,000,000 are being charged out and

30,000,000 of the $60,000,000 of doubtful assets eliminated, the

fact that the examiner in his report of Llarch 31, 1933 (and confirmed

bY his later statement in September, 1933) stated that "there is no

doubt in your examdner's mind but that the major portion of the listed

doubtful will develop into loss", caused him to wonder if there may

not be some impairment in the remaining'.,,.25,000,000 of corm= capital,

131'ticu1ar1y when one can consider that there is a reasonable chance

°f having a 20% to 255 loss in the $170,000,000 of paper listed as

81°w4 and that certainly the present stockholders might very properly

be expected to contribute sufficient additional common stock or re-

so that, in the event there were additional losses growing out

or the retained doubtful and slow paper, their removal would not im-

Pair the capital or reduce it below a satisfactory ratio to the bank's

dePcsit liabilities.

Ex. Paulger added that the expenses of the bank are too high

grid the addition of 50,000,000 of preferred stock will not help the
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overhead" of a:bank already loaded down with non-earning assets and

an annual payroll running upwards of 6,000,000; that not all the prob-

lems of the bank will be solved by the reduction of the common capital

and the addition of preferred stock; and that unless such action is

followed immediately by other and more important corrections in the

bank, the present effort will soon call for duplicate or perhaps even

larger contributions.

Morrill stated that he recommended approval of the reduc-

tion, in view of all the circumstances. He said that he felt some

concern as to the circumstances under which the application came be-

fore the Board, and that he was very much impressed with the feeling

that there is a difficulty in handling this and other cases because of

the fact that certain actions are taken and commitments made which

Place the Board in the position as a practical natter of having to ap-

prove applications, notwithstanding the fact that the Board and members

°f its staff are not satisfied with the conditions presented for their

°°nsideration. He also added that the present situation might have

been handled more effectively if it could have been considered by the

board before connitments were made, and, while the necessary corrections

IllaY yet be made, they will not be so easily acconplished.

Mr. -4att stated that the reorganization plan is a step in the

ri
g“t direction, but that it does not go far enough; that, in his opin-

44, the Board's action with respect to the further corrections to be

1114(le would be more effective if the Board's approval were made subject

t° conditions, so that the reduction would not ecome effective until
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after definite conmitnents are obtained from the bank to correct the

criticized matters. He also stated that, even with such an under-

standing, he was not prepared to recommend approval of the applica-

tion, because he was not familiar with the details of the case and

17" not sure that the reduced common capital would be unimpaired, and,

in his opinion, the Board should not permit a reduction in the capital

Stock of a national bank unless the reduced capital is left unimpaired.

Lorrill then commented that under the principles ordinarily

applied by examiners in the consideration of such ratters the reduced

capital and surplus of the bank would be unimpaired at the present time

ae all losses shown by the examiners' reports would be charged off to-

gether with one-half of the assets classified as doubtful, and Er.

?atager and Dir. Chamberlin agreed with this comment.

Following further discussion, Mr. Miller

moved that the application of the Continental
Illinois National Bank and Trust Company for
permission to reduce its common capital stock
from V75,000,000 to 25,000,000 be approved,
subject to the conditions regularly imposed by
the Board.

Carried, Mr. Janos voting "no".

Miller then moved that the letter quoted
above be approved and transmitted to the Comp-
troller of the Currency.

Carried.

flr. Morrill raised the question as to how the copy of the let-

ter to the Comptroller of the Currency, above referred to, should be

4111t to the Federal Reserve Bank of Chicago in the event the Camptrol-

1er interposes no objection to such action, and he stated that it is
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a8sumed that it is the intention of the Board that the copy of the let-

ter is to be brought to the attention of the board of directors of the

Pederal reserve bank. Governor Black stated that he had tentatively

aEreed to attend the next meeting of the board of directors of the

Chicago bank in connection with a discussion of the question of partic-

ipation by that bfink in purchases of Government securities for System

account, and that he would take the matter up with the board of direc-

tors of the Federal reserve bank at that time. All of the members of

the Board present agreed that it would be desirable for the Board's

letter to the Comptroller of the Currency to be brought to the atten-

ticn of the board of directors of the Continental Illinois Liational

Bealk and Trust Company.

Attention was called to the action taken at the recent Gover-

11(Dr5t Conference in recommending to the Federal Reserve Board the re-

cellstituting of the System Committee on Branch, Group and Chain Banking

l'or the purpose of amending the report previously submitted by the corn-

in the light of events -which have transpired since -Lie report

Ivae prepared and with the view that the amended report would be submit-

to the Federal reserve banks and eventually published.

A discussion ensued, during which 11r. Morrill stated that it

114'1 his understanding that the copy of the committee report which was

r3er1t to 3enator Glass at his request is now in the hands of LI-. H. Parker

; that the Brookings Institute has had correspondence with Senator

Glas
8 expressing a desire to have access to the report; that Senator

Glaea' office had requested an additional copy of the report so that
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he could make it available to the Institute; and that during the last

few days of the last session of Congress Senator Glass had stated

that ho planned to have the report printed as a public document, but

that he had not done so.

The suggestion was made that the Board obtain an estimate as

to the probable cost of bringing the committee report up to date.

At the conclusion of the discussion, Mr.
Hamlin moved that Mr. Goldenweiser be requested
to submit to the Board an estimate of the probable
cost of amending the report on branch, group and
chain banking, in accordance with the recommenda-
tion of the Governors' 3onference.

Carried, Messrs. Miller and James voting "

Reference was then made to the action taken at the recent

G°vornors' Conference in voting that the Federal reserve banks may,

with the approval of the Federal Reserve Board, continue officers or

e4Ployees of the banks on their payrolls, with or without compensation,

dePending on the circumstances, in order that they may not be removed

from the banks' rosters and thereby became ineligible for pensions.

During the ensuing discussion, question MS
raised as to whether the Federal reserve banks
have the legal right to continue employees on
their payrolls for the purpose suggested in the
action of the Governors' Conference, and upon
motion, the question was referred to Counsel for
an opinion.

Governor Black then referred to the letters addressed by the

()Itrd to the Federal Home Loan Bank Board on July 21 and August 7,

1933, with regard to the similarity between the advertising symbol be-

used by members of the Federal Home Loan Bank System and the symbol

ll has been used for a number of years by banks which are members
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of the Federal Reserve System. He stated that letters had been re-

ceived from the general counsel for the Federal Home Loan Bank Board

dated August 7 and 19, 1933, stating that that Board had approved the

11E0 of the symbol being used by mombers of the Federal Home Loan Bank

System; that the Federal Home Loan Bank Board feels there is no neces-

SitY for any confusion in the matter; but that, if the Federal Reserve

Board desires to go further into the matter, the Federal Hone Loan

13ank Board is prepared to give it further consideration. Governor

Black stated that he felt that the similarity between the two symbols

is an important question, and that, if agreeable to the other members

of the Board, he would take the matter up again with the Federal Home

Loan Bank Board.

The other meters of the Board present ex-
pressed agreement 1.6.th the action proposed by
Governor Black.

Szymczak then referred to a letter dated October 6, 1933,

Er. Stevens, Chairman of the Federal Reserve Bank of Chicago, which

had been referred to the office of General Counsel for consideration,

reading as follows:

"Me provisions of the nevrbanking act together with the vari-
ous present activities concerning the banking structure, have im-
posed a very great increase in our legal work. This includes so
much of every day consideration, including an unusual number of
new membership applications, questions relating to affiliates,
interpretation of the new banking act, and replying to a large
number of inquiries coming to us from member banks relative there-
to, that we have been hampered a good deal by not having someone
at hand constantly to handle these matters particularly during
Present conditions.

"The General Counsel of this bank, as you know, is Carl Meyer
Of the firm of Layer, Meyer, Austrian & Platt, to whom we pay an
annual retainer of 310,000, which has been in effect for some
Years. Practically all of the legal work of the character above
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"mentioned has been handled by one of his juniors, Charles B.

Dunn, who has been very satisfactory in this connection. Indeed,
during all this year we have had to use the major part of his
time.

"I have new made an arrangement with 14r. Meyer by which he
will designate :a-. Dunn to devote all of his time to this bank
and have his office here with us on a temporary basis, in order
that We may have first call on 10r. Dunn and at the same time still
have the same relations with Er. Meyer, General Counsel, as we
have heretofore had. To this end, we have determined to make
this arrangement for the balance of this year and with an in-
crease in the compensation to our General Counsel at the rate
of ';5,000 per annum during the period of this particular service.
This does not commit us to any permanent arrangement and Mr. Dunn
will still be the representative of Carl Meyer but in this much
more effective way.

"Our executive committee at its meeting today unanimously ap-
proved this action which I am submitting to you for your approval
as to this additional compensation during this period. We may
find it necessary to continue it longer if conditions warrant at
that time, but the arrangement is only temporary at present.

"If you can properly do so, I should appreciate early approval
and notification to MB by mire, because we should like to have
this arrangement start immediately."

Szymczak stated that he had received a telegram this

111°rIling from Mr. Stevens calling attention to the fact that he had

had no reply to his letter and stating that the bank is prepared to

conclude the proposed arrangements and considers it advisable that

the exclusive services of Lr. Dunn be obtained at the earliest possible

date on account of the press of matters in the bank, but that the bank

had taken no action awaiting the Board's approval of the additional

c°111Pensation referred to in the above letter.

During the ensuing discussion, Er. 'i:yatt stated that the firm

°f1Iayer, Meyer, Austrian and Platt has been counsel for the Federal

Reserve Bank of Chicago for a number of years, that the services rendered

15Y LI'. Dunn have been reasonably satisfactory, and that it is felt

th 4_
4' if he could concentrate on the work of the Federal reserve bank
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his services would be entirely satisfactory. Ni'. T;yatt also stated

that it has been apparent frequently, however, that the firm of layer,

Leyer, Austrian and Platt, and also hr. Dunn, have been hampered in

their service to the Federal reserve bank by the fact that the firm

is counsel also for the Continental Illinois National Bank and Trust

Company, and that, in his opinion, serious consideration should be

given to the question whether Ia.. Dunn should be requested to sever

his connection with the firm of Nayer, Ideyer, Austrian and Platt and

aet as counsel for the Federal reserve bank exclusively, or whether

the Chicago bank should engage some other attorney to give his full

time as counsel for the bank.

At the conclusion of the discussion, the
matter was referred to the committee on District
No. 7, for recommendation to the Board.

Governor Black then referred to the application filed by the

Comnaercial National Bank of Chattanooga, Tennessee, for permission to

exercise trust powers. de stated that the Comptroller of the Currency

had originally suggested that action on the application be delayed

the public reaction to the facts brought out in a suit against

certain officers of the old First National Bank of Chattanooga, to

whaoh institution the applicant bank is successor, and the effect of

the suit on the applicant, are evident, but that the Comptroller has

flCe discussed the matter with the attorney for the bank and the ex-

1.i1er for the Reconstruction Finance Corporation and, on the basis

or the representation that the suit has had no unfavorable effect upon

the bank and that, although certain of its officers were connected
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with the First National Bank, the public has not lost confidence in

them by reason of that fact, the Comptroller now recommends approval

Of the application. He also stated that the new institution is

sPonsored by some of the most substantial citizens in Chattanooga,

that approval of the application is recommended by the Federal reserve

agent and the Executive Committee of the Federal Reserve Bank of At-

and that he concurred in that recommendation. The statement

ll'at also made that the application had been considered by the Board's

Division of Examinations, which recommended that, in view of the good

condition of the bank, the fact that a new executive manager has been

installed, and the favorable recommendation of the Comptroller of the

Currency and the Federal reserve agent, the application be approved.

The Secretary was requested to address a letter
to the Commercial National Bank of Chattanooga, ad-
vising that the Board approves its application for
permission to act, when not in contravention of State
or local law, as trustee, executor, administrator,
registrar of stocks and bonds, guardian of estates,
assignee, receiver, committee of estates of lunatics,
or in any other fiduciary capacity in which State
banks, trust companies or other corporations which
Cone into competition with national banks are permitted
to act under the laws of the State of Tennessee, the
exercise of all such rights to be subject to the pro-
visions of the Federal Reserve Act and the regulations
of the Federal Reserve Board; the letter to state also
that the Board feels that the bank should not take
over any trusts from the First National Bank of Chat-
tanooga, the execution of which might react unfavorably
upon the bank, and further feels that if the bank is
tendered any of the trusts now held by the First Na-
tional Bank, it should carefully scrutinize the con-
dition of the trusts and should not accept any of
such trusts which, through their assumption, may be
detrimental to the interests of the applicant.

Mr. James then moved that the Secretary's Office be requested
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to order an additional number of chairs for the Board Room so that

When special meetings are held it will not be necessary to remove the

chairs from the Board's other offices.

Carried.

Thereupon the meeting adjourned.

APproved:
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