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A meeting of the Federal Reserve Board was held in Washington
on Yo
dnesdey, December 13, 1933, at 11115 a. m.

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

lre liorrill, Secretary

Mr. Carpenter, Assistant Secretary

Mr. Bethea, Assistent Secretary

¥r. Martin, Assistant to the Governor

lr. Wyatt, General Counsel

Mr. Paulger, Chief of the Division of
Examinations

Mr. Smead, Chief of the Division of
Bank Operations

Mr. Boatwright, Assistent Counsel

Mr. Cagle, Federal Reserve Exeminer

ALSQ PRESENT: Mr. Ripley L. Dana, Counsel for 0ld Colony
Trust Associates
Mr. Benjamin W. Guernsey, Trustee, Old
Colony Trust Associates

Boston ::vernor Black stated that the 0ld Colony Trust Associsates,
i R;s Ssachusetts, a Massachusetts trust, had inguired of the Fed=-
e aerve Bank of Boston whether, in filing its application for a
Stogy he:uloriung it, as a holding company affiliate, to vote the
timlth d by it in member banks, it could eliminate from the applica=-
® clauge requiring that the applicant shall agree not to declare

ivy
dends unless provision is first made for any impairment in its

(R
apltﬂl;
Y &nd thet Mr. Curtiss, Federal Reserve Agent at Boston, had
a
“nltteq tng in hi November 3
1933 quiry to the Board with his letter of November o,

A GOvernor Black said that, after a discussion yesterday with
8rg,
X Dena ang Guernsey, he had teken the matter up with the Boerd's

gal D4
Vision and the Divisions of Examinations and Bank Operations,
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"™ that Counsel was of the opinion that the depreciation in the bark
pinion tha e depreciation in the
Stock held in the assets of the trust resulted in an impairment of its
*ltal, ang that the Board should not grant a voting permit unless
the trusteeg would agree not to pay dividends while such impairment
;mmuns unprovided for. He also steted that he had edvised Messrs.
t&miand Guernsey of Counsel's opinion, end had invited them to discuss
hy Matter with members of the Board at this meeting.
Wr. Dana steted that the Old Colony Trust Associates was organ-
**d 1n 1928 by individuals acting as trustees, who sold to the public
;Tticipating shares in the trust, such shares representing proportion-
& ® luterests in the assets of the trust and in the income derived
th:r:fr°m3 that a total of approximately $20,000,000 was received by
. Tustees from the sale of the participating shares, which was in-
"ted 1n the stocks of eighteen banks in the neighborhood of Boston
e& Cost op approximately $19,000,000; that these stocks have since
orp“:i:ted in value to something less than $10,000,000; that the terms
attag, :ust Provide that the trustees shall not be required to differ-
diuuibut?twaen the prinecipal and income of the trust but may make a
prhu“9a11°n'to the holders of participating shares without regard to
11&n°e : Or income; that the shareholders pu;chased the shares in re-
0:’?em‘m’lthe Provision of the trust that dividends would be paid out
!% : U885 that dividends peid by the banks are now in the hands of
i Tusteos available for distribution; that it is felt that it would

T to the shareholders for the.trustees to agree not to pay

eng
8 out of the earnings; and that, therefore, while the essociation
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"ould not object to entering into an agreement not to pay dividends
*oept out of earnings, it feels it should not be required to agree
the 3¢ Will not pay dividends while its capitel is impaired, particu-
1&r1y Since, under the present circumstences, such en agreement would
Preclyge the payment of dividends during the life of the present partice-
1patin€ shareholders.
ReAf'e:"ence was made by Mr. Dana to epplications for membership

in the Federal Reserve System which have been filed by four nonmember
thedc Companies in which the 0ld Colony Trust Associates holds stock,
jm-he Stated that he had been advised that the condition of the trust
;:z:nies is such that they are able to meet the requirements for mem-
o ip, but that their admission to membership is being delayed by the

Wdrement that the trust must first obtain e voting pérmit authoriz-
1ngi¢ to vote the stock held by it in the applicant institutions. He
&Bo Stateq that it is known generally that the four trust companies
m:;zpzlied for membership, and it is felt that if they are not ad-
toug ; © membership it will affect public confidence, not only in the

U8titutions, but in the effilisted member banks as well.

Governor Black made the suggestion that the trust could meet
0r*;:t:ation by writing down to their present value the carrying value
puwi 89k stocks held in its essets and reducing the value of the

Clpaty

Lngy,
St
% he question of impairment of capital. Mr. Dana stated in re-
Ongg
t
& © that suggestion that it has always been the prectice of the

ng shares on its books in an equal amount, which would elim-

tk
 carry its essets on its books at cost and to reduce the cerrying
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"alue thereor only in the case of an actual loss realized from the
*8le of asgets; thet it is desired at this time to mske no chenge in
accounting methods for the reason that a suit has been filed ageinst
he trustees charging bad faith in the purchase three years ago of
®ertain bank stock in which there has since been & substantial depre-
eie.‘cion; and that, while the purchase was made in perfect good faith,
g o olt that if a change in the accounting procedure of the trust
"Te mage at this time it would be referred to by counsel for the
plaintiffs in the suit as an acknowledgment of improper methods. He
s S81d that, as soon as this litigation is disposed of, the trus-
%8 w1 be glad to meet eny requirements that the Board may meke in
the matier,
There followed a discussion of the purpose of the agreement

der ®onsideration, end it was pointed out that this was the only
89 oug of forty or more applications for voting permits heretofore
SCeiveq in which the Board has been asked to waive the agreement, and
oy 1t woulg appear that Congross did not intend that there should be
w differEn‘b consideration accorded to business trusts, such as the
04 0010115' Irust Associates, which are holding company affiliates, then

is

A%%0rdeq 44 corporations, associations, or other similar orgenize=
tiOna

During the consideration of the matter, Mr. Miller withdrew
Py, .
N ¥he meeting, which continued as a meeting of the Executive Commit

te
i the Board. At the conclusion of the discussion, Messrs. Dana

Uernsey a1so left the roome
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Governor Bleck suggested that the Committee teke action on the
fo
11°Win% questions:

1. Whether the Board will grant the request of the trustees that
the tryugt be permitted to file en application for a voting permit
thout agreeing in the epplicetion not to pay dividends unless

Provigion is first made for impairment of capital;

* Whether the Board will admit the four affiliasted State trust
®ompanies which have filed applications for membership, without
Tequiring that the Old Colony Trust Associetes first obtain a vot-

ng Permit, and;

* Vhether the Board will grant to the trust a temporary permit.

Accordingly it was voted, (1) not to grant the request
of the trustees, (2) that the four State trust companies
should not be admitted to membership until the Gld Colony

rust Associates files & proper application for a voting
Permit and the Board grants such permit, and (3) not to grent
& temporary permit to the trust. On the third question Mre

in voted "aye".

The Secretary was requested to advise the Federal Re-
Serve Agent at Boston in accordence with the action teken,
end Governor Black steted that he would advise Messrs. Dana
&1d Guernsey of the Board's action.

1 M, Szymezak then referred to a letter received from Mr. Wil=-
i&xns

1933
: °&lling attention to the fact that, because of the provisions of

* Federal Reserve Agent at Clevelend, under date of December 11,

seoti
°n 8A of the Clayton Act, there is danger of the Cleveland bank

°sing the
services of Mr. George Ds Crabbs as a Class B director and

Ofme
Sirs. C. X. Kanming and Fred A. Geier, as directors of the Cincin-

& br&nch

1 » 88 they are also directors of corporations which make
Oan

8 s
Secureq by stock or bond colleteral. Mr. Szymczek inquired as to
at o
e ®tlon, in addition to recommending to Congress an emendment to
°1

o is being teken in commection with communications of this kind

r
°°°ived P
Tom Federal reserve banks.

It wag stated that, in mccordance with the action taken at the
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Teeting of the Board on December 6, 1933, letters are being prepared
% the Chairmen of the Banking and Currency Committees of the Senate
W Hoyge of Representatives, recommending that Section 8A of the Clay-
Yon Aot be amended so as not to epply to ceses of the kind referred to

0 M, e
* Willjems' letter, and that a circular letter is also being pre-

pﬁred :
* for the consideration of the Board, to the Federal reserve agents

Qt all
b Federal reserve banks, advising that such a recommendation will
Made,

It was agreed that a reply should be made to
lir. Willjems' letter, and the Secretery was re-
quested to prepare such a reply.

. ¥r. James presented the following draft of letter to Mre Norris, :

ovel‘nor of th =
; e Federal Reserve Bank of Philadelphia, prepared by the
Ol 4,

@ on Salaries and Expenditures following the action taken et

Meg

Yng of the Board on December 8, 19331

"
1933Th° Board has considered carefully the report dated December 1,
at g of the committee appointed pursuant to a resolution adopted
in Meeting of your directors on November 15 in regard to changes
Dacem§e°f€icia1 staff and your statements to the Board on Friday,

T 8.

]
tieslg is the view of the Board that the duties and responsibili-
ang chev°1Ving upon the Federal Reserve banks are of such extent
a rullazacter as to justify the employment of competent counsel on
cloge ime salary besis, to be located in the bank's offices in
°ipateass°°i&t1°n with the executive officers so that he may parti-
Quent; oconveniently in their conferences and be available for fre-
inv°lvi0nsultation and to consider correspondence and other matters
it Wbulgg legel questions. In other words, the Board feels that

be of considerable value to the Federal Reserve banks to

hay, :
I S their oounsel as an integral part of their staff organizations.

in i;e:FBUmed that this is vhat you have in mind as to lire Sincleir,
Serve 1, of his past experience and relations with the Federal Re-
Govgrnoank. end that you would probebly designate him as Deputy

o Siver and General Counsel. On this basis the Board is prepared
favorable consideration to the salery payment involved.

t
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"Such an arrengement would eliminate the necessity for the reten-
tion, on an annuel basis, of outside counsel as it is assumed
that the benk would employ special counsel in exceptional cases
onl:

'As indicated to you at the meeting on Friday, there is a feel-
ing on the part of the members of the Board that in making rec-
mendetions for additions to the staff of senior officers consid-
Sretion should be given to the desirability of obtaining the ser-

®88 of an official who has hed broad practical experience in
Commereial banking, and when this matter has again been given con-
Sideration by your directors the Board will be glad to receive
heir further recommendation in regard to the strengthening of the

's officiel steff. In the circumstences, the Board is defer-
Ting action on the other changes suggested in your letter."

Approved.
¥r. James then steted that, at the request of Governor Black,
4 Puroyan to the action teken at the last meeting, he had approached
M’-thn-w. Pole yesterday with regard to his entering the employ of
® Federe) Reserve Board for the purpose of meking & study of banking
meiti°ns in Puerto Rico, and possibly other territories, dependencies
mm~ins“1&r Possessions of the United Stétes, in comnection with the
0tion op 4 admission to membership in the Federal Reserve System
:r baney located in such territories, dependencies and insular posses-
:°ns, "0d that Mr. Pole had advised this morning that he would be glad
tOIumertake the work. Mr. James also stated that Mr. Pole had agreed
‘: "Bt appotntment by the Board with the understanding that his salary
ro: 4 be g4 the rate of $1,000 per month and that he would be reimbursed

ac
tua) Decessary transportation and subsistence expensess

& G°V°rnor Black stated that he had discussed the proposed appoint-
nt

68 i
= i, Pole with Mr. Case, Federal Reserve Agent at New York, who
84

e}
Washington today, and that Mr. Case had said that he lkmew of no




397

1
2/13/33 5

on
® better fitted to conduct the study.

After discussion, Mr. Pole was appointed an examiner
for al1 purposes of the Federal Reserve Act, as emended,
&nd of all other acts of Congress pertaining to exsmina-
tions made by, for, or under the direction of the Federeal

eserve Board, and was designeted as Special Adviser to
the Federal Reserve Board, with salary at the rate of

1,000 per month and with the understending that he will

be reimbursed for actual necessary transportetion and sub-
sistence expenses incurred by him when absent from Wesh=
ington on officisl business, all effective as of December
13, 1933. It was understood that the appointment of lNr.
Pole was for the purpose of making a study of benking end
Other conditions in Puerto Rico and in such other terri-
tories, dependencies and insular possessions of the United
States as the Board may later designate, and of subtmitting
& report to the Federal Reserve Board thereon for considera-
%lon in connection with the determination of the policy to
be adopted by it with regard to the admission to membership
°f banks located in Puerto Rico and other territories, de-
Pendencies and insular possessions of the United Statese

The Committee then considered and acted upon the following
matters:

Reply to o letter dated December 5, 1933, from lir. Strater,

eeret .
'Y of the Federal Reserve Bank of Cleveland; the reply reading
LT f°110wg : ;

ft

The Federel Reserve Board approves the recommendation con-

5 :ed in your letter of December 5 that your beank be authorized
assiontinue for an additional period of three months the temporary
Diyyment of J. W. Kossin and E. E. Edmiston to the Failed Barks

Sion, Loans and Discounts Function at their present salaries
neleolare in excess of the maximm of $3,600 fixed in the person-

8ssification plan for the positions occupied.”
Approved. :
Letterﬂ to the boards of directors of the following State banks,

Gae
h letter stati 1 2
ng that, subject to the conditions prescribed in the

Gtter
> The Boarg approves the bank's application for membership in




398

1@“3/33 B

%
% Federal Reserve System and for the appropriate amount of stock in

t » 3
i Federa]_' reserve bank of the district in which the applicant is lo-

Sateq,
Applicant Bank Federal Reserve Bank
"
The Utica Savings Benk Company”,
2 Utica, Ohio. Cleveland
Union Bank of Winchester", Winchester, s
" Virginia. Richmond
nroe City Bank", Monroe City, :
" Missouri. St. Louis
Barton County State Bank", Lemer, :
Missouri. Kensas City
Approvede.

Telegraphic reply to a letter dated December 9, 1933, from Mre.
¥
e, Federal Reserve Agent at Boston; the reply reading as follows:

c “Referring your letter December 9, 1933 re application Bristol
dwnty Trust Company, Taunton, Messachusetts, Board grants exten-
:iz? of time to January 9, 1934 within which to comply with con-

ons of membership"
Approved.

Letter to lr. O'Connor, Comptroller of the Currency, reading
ag f°110wa;

"In accordance with your recommendation, the Federal Reserve

%8rd spproves a reduction in the common capital stock of 'The
tChange National Bank of Olean', Olean, New York, from §1,000,000
co ¥500,000, pursuant to a plan which provides that the bank's
®Pital shall be increased by the sale at par of $500,000 par value
ireferred stock to the Recomstruction Finance Corporation, and
£ t the funds released by the reduction in common capital stock,
986ther with approximately $135,345 from the bank's surplus and
:ndivided profits, shall be used to eliminate substandard assets
sor ePreciation in the amount of approximately $635,345, ell as

® forth in your memorandum of December 5, 1933."

Approved.

Letter to lir. Stevens, Federal Reserve Agent at Chicago,
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Teeding ag followss

"Receipt is acknowledged of lr. E?un%;snlz;t;; O‘If‘{a;?::zm gﬁ‘tlgi"f
1933 regardinge the Clayton Act applicatlo ° 2
of P;oris., Ill?nois. in which you state that tg:azppllé:;;n:figzast
8150 pregident and director of the Fond du Lac ;ou stuts thHat
Yeoria, which was mot listed in his app}matmn'f that bank or
he intonds to resign as president and director o in the early
W1l not accept re-election at the annual meeting i
pPart of 2 :

"Ygu ::?;ggg that Mre Sutliff should not be requlged 22532
o4, 2PPlication covering his service of that banlk, ?onu?muld be
o Umstances it would appear that such an spplicati

Scessary."

Approved.
There wore then presented the following applications for orig-

in&l °t°¢k, or for the surrender of stock, of Federal reserve banks:

D{ Hoationg po. ORIGINAL Stock: Shares |

Oe 5,

rfyt Yational Bank in West Union, West o i
"on, West Virginia

Fi Ot NO. 7.
r;: 8tional Bank in Wabash, Wabash,
di&na

72 72
83;01'1% No. 12,
ciﬁg“ National Bank in Brea, Brea, o2 55
Seve Total 144
Dia}:igztima for SURRENDER of Stocks
Fi!‘ O« 24
?E “tiongY Bank, Belmar, New Jersey .
Firsteing liquidateq through conservator)
(Bg IatiOh&l Bank, Branchville, New Jersey - e
D g liquidateq through conservator)
Fi:tzi“ No. 4
8 .
(Befati“al Bank, Stanford, Kentucky i
Plrgy 1ng YUquidateq through conservator)
(Bey. “long) Bank, Woodsfield, Ohio s
Mrgy Nng liquidateq through conservator)
(Volszi“al Bank, Scottdale, Pennsylvenia

R 3Ty liquidation, succeeded by i
e Yational Bank of Scottdale) 510
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Dt Lioations for SURRENDER of Stooks (Continued)

400

Shares

5‘}9119.1 B&nk of Fairmont, Fairmont, West
‘rginia (Insolvent)

Di:trict HO. 6.
(gt ational k, Headland, Alabame

®lng 1iquidated through conservator)

N&tlonal s
(T Bank, La Harpe, Illinois
Rirgt Solvent )

Naty - :
(Insolvgzz'-; Bank, Clinton, Indiana

Pirgy
( National Bank, Clearfield, Iowa
Pirg R801vent)

Yetional Bark, Dunkerton, Iowa
8tional Bank, Hubbard, Iowa

atlonal Bank, Marathon, Iowa
mmkhalglv?nt)

(Boyg, +¥ National Bank, Rockwell City, Iowa
Firs’c Nasiliquidated through conservator)

(T onal Benk, St. Ansgar, Iowa
01:1.;,2:?1?9“)

Battgzants National Benk and Trust Company,

oy CTeek, Michigan (Being liquidated

Pirgy N:_%l; °°n86rvator§

( gnal Bank, Rochester, Michigan
Parn, & liquidated through conservator)

o Ichants National Bank, Princeton,

Congey : Being liquidated through

Wago ational Bank & Trust Co., Kansas City,
by Uniq Voluntary liquidation, succeeded
R National Bank in Kensas City)

Di::ri% No. 11

a L]
(VOIui:na Bank, Hico, Texas

Pirgg 3.7, -iquidation, absorbed by
@tional Bank of Hico)

600 600

94 94

45
69
18
36
36
20
36

29

1,620
120

29 2,058

76 76

3,000 3,000

60
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%ﬂmfor SURRENDER of Stock: (Continued)  Shares
Eﬁﬁ;«gzlﬁb 11ls (Continued)

Iens National Benk, Llano, Texas

fsolvent ) 47 107

Total 63 700

Approved.

Thereupon the meeting adjourned.

A
3y i - s )
/ O le A ) {/ L\

Sécfbtary.

Appl‘o‘red'

N e L

/ Governor.
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