! A meeting of the Federal Reserve Board was held in Weshing-
ton on Wednesday, Jenuary 3, 1934, at 3300 p. me.
PRESENTs Mr. Black, Governor
Mr. Hamlin
Mr. Miller
Mre James
Mr. Thomas
Mr. Szymczaek
Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secreteary
Mr. Bethea, Assistant Secretary
Ire Martin, Assistent to the Governor
Mr. Wiyatt, General Counsel
Mr. Paulger, Chief of the Division of
Exeminations
Governor Black stated that this is the first meeting of the
Federal Reserve Board since Mr. Morgenthau was eppointed Secretary
of the Treasury and by virtue of that office became & member ex-
officio of the Federal Reserve Board, and that, in addition to the
notice of the meeting sent to Mr. Morgenthau by the Secretary of the
Board, he (Governor Black) had in courtesy called Mr. Lorgenthau's
office on the telephone and had invited Mr. Morgenthau to attend the
meeting and that lir. Morgenthau's secretary had expressed lir. Morgen=-
thau's regret that by reason of another engagement he could not at-
tend today.
The Governor referred to the Board's telegram of December
16, 1933, to Mr. Curtiss, Federal Reserve Agent at Boston, advising
that the Board had granted an extemsion to January 13, 1934, within
vhich the Hyannis Trust Company, Hyannis, Massachusetts, could ac-

complish admission to membership in the Federal Reserve System, and
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he steted that representatives of the trust company had conferred
today with him end Mr. Wyatt with regard to the question involved in
the company's application for membership as to whether the branch
operated by the trust company at Osterville is outside the limits of
the city, towmn or village in which the parent bank is located, and
that the representatives had sgreed to furnish additional informe-
tion which they hoped to make available prior to January 13, 1934,
but that it would be appreciated if the Board would grant a further
extension of time in which the bank may accept the conditions of
membership prescribed by the Board.
The Secretery was requested to ad=-

vise the Federal Reserve Agent at Boston

that the Board extends to February 12,

1034, the time within which the trust

compeny may quelify for membershipe.

At this point Mr. Wyatt left the meeting.

Governor Black reported that, in accordance with the action
teken at the meeting of the Board on December 21, 1933, he had
tealkken up with Mr. Winfield Riefler the question whether he should
be continued on the pay roll of the Federal Reserve Board, and that
Mr. Riefler had steated that in undertaking the work with the Presi-
dent's Executive Council he had not understood that his commection
with the Federal Reserve Boerd would be severed or affected in any
way but that he was being loaned by the Board temporarily for the

Purpose of acting as economic adviser to the President's Executive

Council; that he would dislike very much to have his employment by
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the Board discontinued; and thet he felt his work with the Execu-
tive Council was very importent and he should not be called upon to
terminate it at the present time. Governor Black said that after
telking with Mr. Riefler he was convinced that, in fairness to Mr.
Riefler and in view of the fact that his services with the Presi-
dent's Executive Council cammot be terminated conveniently at the
present time, the Board should permit him to remair in his present
position with the Council, and he suggested that the Board continue
to pay Mr. Riefler's salary until he can return to the Division of
Research and Statistics or until an opportunity is presented to take
up the questionlof the payment of his salery by the Council during
the remainder of the time that he serves that organization.
After discussion, Mr. Hamlin moved

that the Board continue to pay Mr. Rief-

ler's salary in accordence with Governor

Black's suggestion.

Carried.

The Secretary then referred to the action taken at the meet-
ing of the Board on October 17, 1833, in referring to Governor Black,
for recommendation, tﬁe matter of a system of rotation of the appoin-
tive members of the Federal Reserve Board as members of the Executive
Cormittee, end to Governor Black's suggestion that the Board adopt a
policy of electing each of the appointive members of the Board, other

than the Governor and Vice Governor, to serve as a member of the Exec=-

utive Committee of the Board, and in the absence of the Governor and
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) Vice Governor as Chairman of the Committee, for e term of two months,
80 that each appointive member of the Board will have an opportunity
to serve for at least one term during the calendar year.
In accordance with Governor Black's sugges-
tion, the appointive members of the Board were

elected to serve as members of the Executive
Committee as follows:

From Io
Mre Hamlin January 3, 1934 February 28, 1934, inclusive
Mr. Miller March 1, 1934 April 30, 1934, inclusive
Mre. James May 1, 1934 June 30, 1934, inclusive
Mre. Thomas July 1, 1934 August 31, 1934, inclusive

Mr. Szymczek  September 1, 1934 October 31, 1934, inclusive
Mr. Hemlin November 1, 1934 December 31, 1934, inclusive.

Mre Morrill called attention to the fact that the fourth para-
graph of Section 10 of the Federal Reserve Act, as amended by the Bank-
ing Act of 1933, provides that in the absence of the Secretary of the
Ireasury, the Governor, and the Vice Governor, the Board shall elect
a member to act as chairman pro tempore. In this connection, it was
pPointed out that in the past it has been the practice of the Board to
have the chairman of the Executive Committee act as chairman of the
Board in the absence of the Secretery of the Treasury, the Governor and
the Vice Governors

Accordingly, each of the members of the
Board listed above was elected to serve, in the
absence of the Secretery of the Treasury, the
Governor and the Vice Governor, as Chairmen of
the Board pro tempore during the period when he
may act as chairman of the Executite Committee.

There were then presented reports of the respective District
Committees, submitted in accordance with the action teken at the meet-

ing of the Board on December 28, 1933, recommending ection by the Board
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with regard to Clayton Act applications as follows:

That the application of Mre Ben R. Comner for permission to
serve at the same time as a director of the Federal Reserve Bank
of Cleveland and as a director and officer of the First National
Bank, Ada, Ohio, be approvede

That the application of Mre L. E. Johnson for permission to
serve at the same time as a director of the Federal Reserve Bank
of Richmond and as a director and officer of the First Netional
Bank of Alderson, West Virginia, be approvede.

That the application of Mre R. S. Hecht for permission to serve
at the seme time as a director and officer of the Hibernie Na=-
tional Bank in New Orleans, New Orleans, Louisians, and as a di-
rector of the New Orleans branch of the Federal Reserve Bank of
Atlanta be approvede.

. That the application of Mre. Williem P. Ridley for permission to
serve at the same time as a director of the Commerce Union Benk,
Columbie Branch, Columbia, Tennessee, and as a director of the
Nashville branch of the Federal Reserve Bank of Atlante be ap-
proved.

Thet the application of Mr. Frank J. Harle for permission to
serve at the seme time as a director of the Nashville branch of
the Federal Reserve Bank of Atlenta, and as & director and of-
ficer of the Clevelend Nationsl Bank, Cleveland, Tennessee, be
approved.

Thet the spplication of Mr. Faul M. Davis for permission to
serve et the same time as a director and officer of the American
National Bank, Nashville, Tennmessee, and as a director of the
Nashville brench of the Federal Reserve Bank of Atlenta be held
in abeyance pending developments in the banking situation at
Nashville, and that the Federal Reserve Agent at Atlanta be re-
quested to meke further investigations and, if possible, submit
a more definite recommendation in this casee

Thet the epplication of Mre De We Twohy for permission to serve
at the same time as a director and officer of the 0ld National
Bank and Union Trust Company, Spokane, Washington, and as direc=-
tor of the Spokane branch of the Federal Reserve Bank of San
Francisco be approved.

A Recammendations approved.

Mr. Morrill stated that, following the action of the Board at

the meeting on November 20, 1933, at which he and lre. Faulger were
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requested to consider further the matter of additional space for of-
fices of the Board in the Shoreham building and to submit a report
thereon to the Board, and in accordence with the authority informally
given to him end Mr. Paulger subsequent to that date, a lease had been
Prepared covering an agreement reached with the Shoreham Investment
Company, Incorporated, owners of the Shoreham building, providing for
780 square feet of space on the sixth floor of the building to be oc-
cupied by the Board on January 1, 1934, and 2,352 square feet of space
on the sixth floor to be ococupied on Januery 16, 1934, at a rate of
$2450 per square foot; the lease to expire on February 28, 1934, with
an option on the part of the Board to renew for the period ending
June 30, 1937, subject to the right of the Board to termimate the re-
newed lease at any time upon not less than ninety days' notice in writ-
ing. The lease also provides, it was pointed out, for an option of
one year on the part of the Board to lease, at a rate of $250 per
square foot, the remeining two portions of space on the sixth floor
for terms beginning not later than one month after the first day of
the month immediately following the month during which the Board shall
notify the leasor in writing of its exercise of its option with respect
to either or both of the portions of office space referred to.
The Governor was authorized to execute, on

behalf of the Federal Reserve Board, as of Decem=

ber 30, 1933, the lease above referred to, follow

ing its execution by a duly authorized officer of

the Shoreham Investment Company, Incorporated.

There was then presented a draft of a letter, previously cir-

culated smong and approved by the members of the Board, with the
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exception of Mr. Miller, to Mre. L. R. Rounds, as Chairmen of the
Pension Committee of the Governors' Conference, reading as followss

"This is in reply to your letter of November 22, 1933 with
regard to the retirement plan which it is proposed to establish
for officers and employees of the Federal reserve banks. You
state that since you and lMre Buck met with Mr. James and his com-
mittee and members of the Board's Staff on November 10 you have
explored the possibilities which were at that time discussed
and that the Full Pension Committee has had a series of meetings.
You inclose the Committee's report which includes definite rec-
ommendations as to the plan which should be established and also
e copy of the revised Rules and Regulations which it is contem=
plated will govern the operation of the Retirement System when
established. The Board umderstends that if the plan and the
Rules and Regulations which have been recommended by your Commit-
tee are satisfactory to the Federal Reserve Board, your Committee
will submit them to the Federal reserve banks and, when they
have considered the matter, that the Committee will agein submit
the plan and the Rules and Regulations to the Federal Reserve
Board with such changes, if any, as may have been made therein
with a request for the Board's formal approval thereof.

“"The Federal Reserve Board has reviewed the plan recommended
by your Committee and the Rules and Regulations of the proposed
Retirement System which were submitted with your letter and
feels that it is desirable that they be amended in the respects
hereinafter mentioned. :

"On page 3 of the Rules and Regulations the sentence reading
*A11 salaries in excess of $18,000 per ammum shall be considered
as $18,000 per annum' the Board feels should be changed to read
*A1l salaries in excess of $12,000 per annum shall be considered
as $12,000 per axnum'e The views of your Committee as set forth
in the separate letter on this subject which you submitted under
date of November 22 have been considered but, as you were advised
at the conference on November 10 on this subject, it is believed
desirable for the reasons which were stated at that time that
the emount by which the salary of any officer or employee exceeds
$12,000 per annum should not be taken into consideration in de-
termining the bank's contribution to the fund.

"It is noted that under paragraph 6 on page 15 of the Rules
and Regulations the Retirement Committee is required to set a
normal rate of contribution 'which rate shall be determined for
each Employing Bank, or for all of the Employing Banks as a whole
if the trustees so provide'. It is possible that there may be
material differences betweem rates which are applicable respective-

} ly to the several Federal reserve banks when calculated separately

{ and, therefore, it is felt that it would not be desirable to make
the normal rate of contribution the same for all of the Employing
Banks as a whole through en averaging of the rates which would be
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"appliceble to the banks separatelye. It is suggested, there-
fore, that the words 'or for all the Employing Benks as a whols,
if the trustees so prescribe' be eliminated.

"In paragreph 5 on page 18 of the Rules and Regulations it
is noted that the Retirement Committee shell consist of five
members who may but who need not be members of the Board of
Trustees. Inasmuch as this Committee is to act as an Executive
Committee of the Board of Trustees in administering detailed
provisions of the Rules and Regulations, the Board feels that
it is desirable that they should be members of the Board of
Trustees and accordingly that the words 'who may but need not'
occurring in paragraph 5 should be changed to read 'who shall'.

"The second paragraph on page 21 of the Rules and Regulations
provides as follows:

'Any investments of the funds of the system (by the trus-
tees or by any trust company or bank) shall be made on a
sound, conservative and secure basis, and shall in general
be of a class similar to those authorized or permitted as
investments for life insurance compenies doing business in
such States as Massachusetts, Connectiocut and New York.!'

"The Board feels that it is desirable that this language be
changed to read substantielly as follows:

'All investments of the funds of the System (by the trus-
tees or by any trust company or bank) shall be made on a
sound, conservative, and secure basis, and shall be in se-
curities of classes which shall have been prescribed by

the board of trustees and within such limitations as to
amounts of particular classes of securities or of securi-
ties issued by any one obligor as shall have been prescribed
by the board of trustees. In no event shall the funds of
the System be invested in securities other than those in
which the funds of life insurance companies doing business
in the States of Massachusetts, Connecticut or New York

may be invested under the laws of such States, respectively.'

"It is understood that the words 'below those' in the second
line of the second paragraph on page 24 of the Rules and Regula-
tions were included by mistake end it is assumed that they will
be omitted.

"It is noted on page 25 of the Rules and Regulations that,
notwithstanding anything therein to the contrary, the Board of
Trustees may grant a retirement allowance to any employee retired
by an Employing Bank or grent a special additional benefit, pro-
vided that the Employing Bank shell pay to the Retirement System
the amount required to cover the full cost of any such allowance
or benefite Inasmuch as such a payment on the part of a Federal
reserve bank would constitute an unmusual expenditure in connec-
tion with the compensation of its employees and might be of sub-
stential amount, the Board feels that a Federal reserve bank
should not make such a payment until after it has first submitted
the matter to the Board eand obteined its approwal. It is
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"suggested, therefore, that after the words 'provided that the
Employing Bank' there be inserted the words 'after first having
obtained the approval of the Federal Reserve Board'.

"It is also believed desirable that a slight change be made
in the phraseology of the first part of the sentence on page
26 of the Rules and Regulations; and it is suggested that that
part of the sentence occurring before the semicolon therein be
changed to read as follows: 'Amendments to these rules and regu-
lations may be proposed by the Board of Trustees, by any Employ-
ing Bank, or by the Federal Reserve Board and an amendment so
proposed, when approved by the Board of Trustees and thereafter
by the Federal Reserve Board, shall become a part of such Rules
and Regulations;' etc.

"It is assumed, of course, that other parts of the plan and
of the Rules and Regulations will be modified whersver necessary
or appropriate to conform to the changes which are mentioned
abovee.

"You are advised that the Federal Reserve Board is prepared
to approve the plan and the rules and regulations for the Retire-
ment System in the form submitted with your letter of November
22, 1933, if and when they have been modified in the respects
ebove mentioned and have been approved by the Federal reserve
bankse"

Mr. Miller stated that he had not approved the letter for the
reason that, when the question of a pension plan for Federal reserve
banks was under consideration previously, it was thought advisable to
request Congress to pass legislation authorizing the establishment of
the plan; that such a request was made on various occasions but that
the bill was never finally approved by Congress; and that he felt, in
view of the failure of Congress to act, very careful consideration
should be given by the Board to the matter before approving a retire-
ment plan for Federal reserve banks. It was pointed out that ons of
the principal reasons for requesting legislation by Congress in connec-
tion with a pension plan was that the plan then proposed provided for
the inclusion of member banks, and that in commection with the present

Plan the Board's counsel has given careful consideration to the question
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whether the Federal reserve banks may proceed independently of en=-
abling legislation to establish a retirement plan for their own of-
ficers and employees, and is satisfied that the Federal reserve banks
have such authority. Mre. Miller stated that inasmuch as it was
thought previously that it would be inadvisable to proceed without
Congressional sanction, he felt that the matter should be very care-
fully considered by the Federal Reserve Board before action is takem.

Mre. Hamlin then moved that the
proposed letter be approved.

Carried, Messrs. Miller and
Thomas voting "no". :

There was-also presented a draft of a letter to Mre. Hoxton,
Federal Reserve Agent at Richmond, previously circulated and approved
by all of the appointive members of the Board except ldessrs. Hamlin
and Thomas, reading as follows:

"The Board has reviewed the information submitted with the
application of the Calvin Be Taylor Banking Compeny of Berlin,
Berlin, Maryland, for membership in the Federal Reserve System.
From this it appears that following the banking holiday the ap-
plicant bank obtained agreements from its depositors whereby
twenty-five per cent of their deposits, except where the balances
were $50 or less, were assigned to the bank and used, together
with the capital funds released, for the purpose of eliminating
undesirable assets. It is noted that the bank delivered to each
depositor making such assigmment a certificate of participation
and that payments on these certificates are to be made, in all
events, before dividends to the stockholders of the bank are
paid, and that the certificate holders have a priority over the
claims of the stockholders upon liquidation, consolidation,
merger or fubture reorganization of the bank. It is apparent,
therefore, that the institution has a liability for the payment

| of these certificates of participation which is more than suf-

* ficient in amount to eliminate the capital, surplus and undivided
profits of the bank. Your attention is called to the Board's
letter of August 14, 1933 (X-7549-a), in which circumstances com-
parable to those here involved were discussed in connection with

Qigitized for FRASER
er stlouisfed.org/




1/3/34 =11=
| "en application for membership.

"In these circumstances, the Board feels that it would not
be justified in epproving the application of the Calvin B. Tay-
lor Banking Company of Berlin for membership at this time, and
requests that you communicate with the bank and suggest the
withdrawal of this application from further consideration. In
such event, although the application itself and the accompany-
ing papers will remain a part of the Board's files, no adverse
action thereon will be taken. If, at a later time, you feel
that the Board would be justified in considering the matter
again, the Board will be glad to do so upon your recommendation
accompanied by a new application and a current report of examin-
ation."

Mr. Thomas stated that a number of other banks in Maryland
have been reorganized in accordance with the plan used in the reorgan-
ization of the Calvin B. Taylor Banking Company, and that the State
banking authorities of Maryland have requested that, if the Board is
inclined to disapprove the bank's application, they be given an op-

l, portunity to appear before the Board in comnection with the matter
before such action is taken.

Mr. Thomas was requested to advise the bank-
ing authorities of Maryland that the Board will
be glad to grant them a hearing at a meeting to
be held on Friday, January 5, 1934, at 10:00 a. me

The Board then considered and acted upon the followlng mat-
ters:

Telegrams dated January 3, 1934, from Mre Austin, Chairman
of the Federal Reserve Bank of Philadelphia, and Mr. Tiood, Chairman
of the Federal Reserve Bank of Ste Louis, both advising that, at
meetings of the boards of directors today, no changes were made in

P the banks' existing schedules of rates of discount and purchase.

Without objection, noted with approvale.

Memorandum dated December 26, 1933, from Mre Paulger, Chief
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of the Division of Examinations, recommending the appointment of lre
Gordon Re Murff and his designation as an Assistant Federal Reserve
Examiner, with salary at the rate of $2,700 per annum; the recommenda-
tion having been approved by five members of the Board on January 2,
1934.
Mr. Murff was appointed an examiner for all

purposes of the Federal Reserve Act, as amended,

and of all other acts of Congress pertaining to

examinations made by, for, or under the direction

of the Federal Reserve Board, and was designated

as an Assistant Federal Reserve Examiner, with

salary at the rate of $2,700 per annum, all effec-

tive as of January 6, 1934e

Memorandum dated December 29, 1933, from Mr. Vest, Assistant
Counsel, recommending that Miss Jeamme Carroll, a stenographer in the
office of General Counsel, be granted leave of absence with pay, on
account of illness, for the period from December 9 to December 31,
1933, inclusive; the recommendation having been approved by five mem=-
bers of the Board on December 30, 1933.

Approved.

Bond in the amount of $100,000, executed under date of Decem-
ber 18, 1933, by Mr. Ernest We Swanson as Assistant Federal Reserve
Agent at the Federal Reserve Bank of Mimmeapolise

Approved.,

Telegraphic reply to a letter dated December 28, 1933, from
Mr, Williams, Federal Reserve Agent at Cleveland; the reply reading
’ as follows:

"Your letter December 28. Board approves appointment of John
Ee Orin, James We. Miskell and Robert W Miller as assistant
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"examiners in Federal Reserve Agent's department your bank at
salary rates of $1,600, $2,100 and $1,800 per annum respective-
ly, effective upon assuming duties as such. Please advise ef-
fective dates."

Approved.
Reply on January 2, 1934, approved by six members of the
Board, to a letter dated December 22, 1933, from Mr. Peyton, Chairman

of the Federal Reserve Bank of Minneapolis; the reply reading as fol-

lows,

"With your letter of December 22, 1933, you inclose statements
with regard to outside business affiliations of three new em=
Ployees of the Federal Reserve Bank of Minneapolis, snd it is
noted from the statement submitted by Mre. Carl A. Wallace that
he is secretary-treasurer and apparently a director of Chase O.
Robinson & Company, South St. Paul, Minnesota.

"In connection with the reports of outside business affilia-

| tions of officers and employees received from other Federal re-
serve banks, the Federal Reserve Board has taken the position
that no officer or employee of a Federal reserve bank occupying
a responsible position should have any official comnection with
an outside business concern regardless of whether the affilia-
tion interferes in any way with the individual's work at the bank
or involves any finencial or other relationship which might be
embarrassing to the bank. If the position of clerk in the Recon-
struction Finance Corporation department of your bank is not re-
garded as a responsible position, it is suggested that considera-
tion be given to the effect of lMr. Wallace's connection with Chase.
O« Robinson & Company on his service at your bank, and whether,
in view of all the ciroumstances involved, the affiliation should
be discontinued.

"It is noted that Mre Wallace has a financial interest in the
company and, of course, there would be no objection to his re-
taining that interest so long as you are satisfised that it will
not affect adversely his service to your bank or result in any
situation which might be embarrassing to the bank."

Approved.

Reply on January 2, 1934, approved by six members of the

P

B°al'd: to a letter dated December 15, 1933, from Mre Calkins, Governor

°f the Federal Reserve Bank of San Francisco; the reply reading as

follows,
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"The Federal Reserve Board has received your letter of Decem-
ber 15, 1933, with further regard to outside business affilia-
tions of officers and employees of your bank, and it is noted
that an inquiry made by you has developed the information that,
with a few unimportant exceptions, none of which involves any
interference with the individual's service to your bank, no of=-
ficer or employee holding a responsible position is engaged in
any outside occupation conducted for profit.

"In connection with reports of outside business affiliations
submitted by other Federel reserve banks, the Board has teken
the position that no officer or employee of a Federal reserve
bank occupying a responsible position should be identified in
an official capacity with an outside business interest, regard-
less of whether such connection interferes with the employee's
service to the Federal reserve bank or involves any relationship
which might be embarrassing to the Federal reserve bank.

"Accordingly, the Board will appreciate your advising whether,
in any of the excepted cases referred to in your letter, there is
involved an official connection as officer or director with the
outside business concern. If there are any such official connec-
tions on the part of officers and employees of your bank, the
Board would like to have information in each case as to the of=-
fice held, the service performed by the officer or employee for
the outside concern end the character of its business.”

Approved.

Telegram to Mr. Stevens, Federal Reserve Agent at Chicago,
referring to the application of the "State Savings Bank of Charitonm,
Iowa", Chariton, Iows, for permission to withdraw immediately from
Membership in the Federal Reserve System, and steting that the Board
Waives the usual requirement of six months' notice of intention to
Withdraw and that, accordingly, upon surrender of the Federal reserve
bank stock issued to the State Savings Bank of Chariton, Iowa, the
Federal Reserve Bank of Chicago is authorized to cancel suéh stock and

meke a refund thereon.

s

Approved.
Letter to the "Lewiston National Bank"™, Lewiston, Idaho, read-

ing as Pollows:
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"This is to advise you that the Federal Reserve Board ap-
Proves your application for permission to act, when not in con-
travention of State or local law, as trustee, executor, admin-
istrator, 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 come into competition with national
banks are permitted to act under the laws of the State of Idaho,
the exercise of all such rights being subject to the provisions
of the Federal Reserve Act and the regulations of the Federal
Reserve Board.

"You are requested to have your board of directors adopt a
resolution ratifying the application made for permission to exer-
cise trust powers, and it is requested that a certified copy of
the resolution so adopted be forwarded to the Federal Reserve
Board for its records as soon as possible. When a copy of such
resolution has been received by the Board, a formal certificate
coveﬁing your authority to exercise trust powers will be sent to
youe

Approved.
Letter to Mre. Stevens, Federal Reserve Agent at Chicago, read-
ing as follows:

"Receipt is acknowledged of Mre Young's letters dated Decem-
ber 16 and December 21, 1933, advising of a proposed reduction
in common capital stock of the '0ld Kent Bank', Grand Rapids,
Michigen, from $2,000,000 to $1,000,000, and the sale at par of
$2,500,000 par value preferred stock to the Reconstruction Fi-
nance Corporation and/or others, and recommending that such re-
duction in common capital stock and the sale of preferred stock
be approved.

"Since it appears from the information submitted that the
entire amount of funds made availeble by the reduction in common
capital stock is to be used to eliminate objectionable assets
from the bank, and since the Board's consent to the reduction in
capital stock is not required by law or the conditions of member-
ship applicable to the bank, the Board offers no objection to
the reduction in capital in the amount indicated, or to the is-
susnce of preferred stocke The Board's position is taken with
the understending, of course, that your counsel has considered
the case and is satisfied as to its legal aspects, that such re-
duction in the common capital and the sale of preferred stock
Will not result in any change in the corporate existence of the
bank which will affect its membership in the Federal Reserve
System, that the preferred stock shall be sold only to persons
or concerns who have knowledge as to the present condition of

-
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"the bank and the use to which the funds released by the capital
reduction are to be applied, and that the transaction has the
approval of the Commissioner of Banking of the State of Michigan.

"It has been noted, in reviewing the information submitted,
that the estimated losses as shown in the report of examination
of October 2, 1933, exceed the amount of the proposed charge-
offs and reserves to be established by approximately $134,100,
in addition to which there will remain wnprovided for securities
depreciation of epproximately $115,100, of which amount $41,500
is included in the examiner's 'doubtful' classification, the
balance being unclassified. While these items are protected by
the bank's surplus and undivided profits of $456,000, the exam-
iner also classifies over one million dollars in loans and dis-
counts as doubtful, in which total there are no doubt heavy
potential losses, and it is felt that the management of the bank
should be impressed with the necessity of eliminating all losses
end of collecting, adequately securing or eliminating the doubt-
ful assets as promptly as it is possible to do soe

"It has been noted also from the analysis of the report of
examination as of October 2, 1933, that in the case of several
directors a large portion of their borrowings is classified as
& loss in the reporte The Board feels that loans to officers,
directors and employees should be sbove criticism at all times
and that any officer, director or employee whose affairs are so
involved as to cause embarrassment to the institution he serves
has seriously impaired his usefulness to the bank. This is
particularly criticizable since the stockholders are now being
called upon to meke good the losses. It is requested, therefore,
that in your discussions with the bank you insist upon the manage-
ment's giving such loans its earnest and continued attention in
an effort to reimburse the stockholders for any of the directors’
loans which are eliminated or provided for by special reserves
in conmmection with the plan of recapitalization, and in an effort
to remove all cause for criticism in commection with the loans
remaining in the assets of the bank."

Approved.

Letter to Mr. O'Connor, Comptroller of the Currency, reading

as follows:

"In accordence with your recommendastion, the Federal Reserve
Board approves a reduction in the common capital stock of the
'Californie Firat National Bank of Long Beach', Long Beach,
California, from $300,000 to $100,000, pursuent to & plan which
Provides that the bank's capital shall be increased by the sale
at par of $200,000 par value preferred stock to the Reconstruc-
tion Finance Corporation, and that the funds released by the re-
duction in common capital stock and $71,017 from surplus end

o
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"undivided profits account, together with the contribution of
$125,000 from stockholders of the bank, shall be used to elim-
inate substendard assets end securities deprecistion in the
amount of approximately $396,017, all as set forth in your
letter of December 27, 1933.

"It is noted particularly thet one of the conditions stipu=-
lated by you requires that a competent executive officer be ob-
teined. In view of the severe criticism of the present menage-
ment made by your examiner, the Board feels that a change there-
in is especially desirable end is in full accord with the
condition sbove referred to."

Approved.

Telegrams to Mre. Newton, Federal Reserve Agent at Atlante,
Stating that the Board has considered the applications of the "Trust
Compeny of Georgie" and the "First Netional Associstes", both of
Atlanta, Georgie, for voting pefnﬂts under authority of section 5144
of the Revised Statutes of the United States, as emended, entitling
Such organizetions to vote the stock which they own or control in the
following banking institutions:

"The National Exchange Bank of Auguste", Augusta, Georgis,

"The Fourth National Bank of Columbus", Columbus, Georgia,

"The First National Bank and Trust Company in Macon", Macon,
Georgie, ;

"The First National Bank of Rome", Rome, Georgia, '

"The Liberty National Bank and Trust Compeny of Savennah",
Sevennah, Georgia,

@nd has authorized the issuance of a limited permit to each of the ap-
Plicents for the following purposes:

"l. To elect directors of such banks at the annual meetings
of shareholders, ar at any adjourmments thereof, at eny time
Prior to April 1, 1934, and to act thereat upon such matters of
& routine nature as are ordinarily acted upon at the annual meet-
%ngs of such banks. 2. To authorize a reduction and/or increase
in capital stock, chenge in number of shares of stock and/or
change in par value of shares of stock of The Liberty National
Bank and Trust Company of Savammah, Savamah, Georgie, and to
authorize the issuence by such bank of preferred stock of one or
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"more classes, in such amount and of such par value as shall be
approved by the Comptroller of the Currency of the United
States, all in accordence with such plan or plens for the re-
hebilitation of such bank as shall be approved by the appropri-
ate supervisory authorities and by the Federal Reserve Agent at
the Federal Reserve Bank of Atlanta, and to make such emendments
to the articles of assooietion and/or by-laws of such bank as
may be necessary for the purposes set forth in this paragraph."

Approved.
Reply on January 2, 1934, approved by six members of the
Board, to letters dated November 8 and December 9, 1933, fram M.
Walsh, Federal Reserve Agent at Dallas; the reply reading as follows:

"Reference is made to your letters of November 8 and December
9, 1933, and the copy of the memorandum from Mre. W. P. Clarke,
General Auditor of the Federal Reserve Bank of Dallas, raising
& question as to the interpretation of the Bankers' Code of Fair
Competition with respect to hours of employment in comnection
with examinations or audits of branches of the bank by auditors
of the Federal Reserve Bank of Dallas.

"The interpretation and practical applicability of provisions
Of the Code in commection with questions of this kind are mat-
Yers primerily for the determination of the Federal Reserve Bank
but, in order to be of assistance to you in considering the mat-
ter, an informel inguiry was made over the telephone of Mr. Frank
W. Simmonds, Secretary of the Banking Code Committee, New York,
88 to vwhether any ruling had been made by that Committee with re=-
Spect to auditors of commercial banks. He stated that the ques~
tion had not been submitted to the Committee but that he felt
that, in circumstences such as those described by Mr. Clarke,
the auditor might properly be regarded as coming within the ex-
ception as to employees in a manngerial or executive capacity or
in eny other capacity of distinction or sole responsibility, who
receive more than $35.0C per week. This, of course, was not in-
tended to be taken as a ruling by the Conmittee but merely an
informal expression from Mre. Simmonds in response to the inquiry
end is passed on to you for your information.

"In connection with this general subject your attention is in-
vited to the Board's telegram of November 14, 1933, addressed to
Governor McKinney."

§ Approved.
Letter to Mr. Andrew Welch, San Francisco, California, prepared

in 8ccordance with the action taken at the meeting of the Board on
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December 28, 1933, and reading as followst

"Reference is made to your letter of December 15, 1933,
tendering your resignation as a director of the Federal Reserve
Bank of San Francisco, and to your conversation with Mre Sargent,
Assistant Federal Reserve Agent at the bank, on December 29.

"Mr. Sargent has advised that your only reason for submitting
your resignation at this time is the question of your eligibility
to serve as a director under the provisions of Section 8A of the
Cleyton Act, as amended, and that you will be glad to continue to
serve as a director of the bank if it is the desire of the Board
that you do soe

"The very broad language of Section 8A of the Clayton Act has
given rise to numerous difficulties, and the Board has decided
to recommend to Congress that this section of the law be amended
as soon as possible so as not to apply te directors of Federal
reserve banks and their branches, and also so as not to include
organizations which occasionally make loans secured by stock or
bond collateral only to their own officers or employees, and or-
genizations engaged primarily in agricultural, commercial or in-
dustrial enterprises which occasionally meke loans secured by
stock or bond collateral only to their own customers. As you
know, the statute does not teke effect until January 1, 1934, end
does not apply even then unless and until the other orgemization
or organizations which the Federal reserve bank director is serv-
ing shnll make new loans secured by stock or bond colleteral, be-
cause the stetute clearly refers only to corporations which
'shall meke' loans after January 1, 1934.

"Accordingly, as you were advised by Mr. Sargent, the Federal
Reserve Board has deferred action on your resignation in the hope
that the law will be amended before it actually becomes applic-
able to your case, and it will be appreciated if you will continue
to serve as a director of the San Francisco bank pending further
advice from the Board."

Approved.
Letters dated Januery 2, 1934, approved by six members of the
Board, 4o applicants for permits under the Clayton Act, advising of
4PProval of their applications as follows:
Mro Max B. Nahm, for permission to serve at the same time as di=-
rector of the Federal Reserve Bank of Ste Louis, Ste Louis,
§ Missouri, as director and officer of the Citizens National Bank,
Bowling Green, Kentucky, and as director and officer of the Bowl-
ing Green Trust Company, Bowling Green, Kentucky.

Mre C. Co Parks, for permission to serve at the seme time es
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director and officer of The First National Bank of Denver, Den-
ver, Colorado, as director and officer of The International
Trust Compeny, Denver, Colorado, and as director of the Federal
Reserve Benk of Kansas City, Kanses City, Missourie

Approved.
Letters to applicants for permits under the Clayton Act, ad-
Vising of approval of their applications es follows:

Mr. We Dale Clark, for permission to serve at the seme time as
officer and director of The Omsha National Bank, Omaha, Nebraska,
and as director of the Omaha branch, Federal Reserve Bank of
Kensas City, Omaha, Nebraska.

Mr. Frank W. Sponable, for permission to serve at the seme time
as officer and director of The Miami County National Bank,
Paola, Kensas, as director of the Federal Reserve Beank of Kansas
City, Kensas City, Missouri, and as director of The First Na-
tional Bank, Osawatomie, Kansas.

Mr. Jesse B. Alexander, for permission to serve at the same time
&8 director of the Los Angeles branch, Federal Reserve Bank of

Sen Francisco, Los Angeles, California, and as director of the
Citizens Nationel Trust & Savings Bank of Los Angeles, Los Angeles,
Celifornie.

Approved.

There were then presented the following applications for orig-
inal or additional stock, or for the surrender of stock, of Federal
Teserve bankss: .

%gglicztioﬁf f?r ORIGINAL Stock: Shares

First Netional Bank in St. Clairsville,

Ste Clairsville, Ohio 66 66

gistrict Noe 6
irst Netional Bank and Trust Compeany at

Orlando, Orlando, Florida 144 144

s mstriot Xo. 7.
i © La Grenge National Bank, La Grenge,

Tlinoig 72
cock County National Bank of Garner,
arner, Iowa 36
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Applications for ORIGINAL Stock: (Continued) Shares

District No. 7. (Continued)
Menitowoo National Bank, Manitowoc,

T sconsin 90 198
District No. 10.
reeley National Benk, Greeley, Colorado 108

rican National Bank of Shawnee, Shawmee,

Oklehoma 132 240

District Noe 11.
apital National Benk in Austin, Austin,

Texas 150
San Jacinto National Benk, Houston, Texas 420 570
To‘bal 1) 218

4pplication for ADDITIONAL Stock:
District To, 6.
Greens County Union Bank, Greeneville,
Tennessee (Increase in capital through
issue of preferred stock, partly offset
by decrease in surplus) 45 45

éﬂBliggtions for SURRENDER of Stock:
District No. 1.
The First National Bank in Reading, Massa-
chusetts (Voluntary liquidation;
Succeeded by First National Bank of
Reading) 120
Rockville Wational Bank, Rockville,
Commecticut (Voluntary liquidetion;
absorbed by The Hartford-Connecticut
Trust Company) 135
The Farmington National Bank, Farmington,
New Hampshire (Voluntary liquidetion;
Succeeded by Farmington Hational Bank) 45
blic Netional Benk, Rochester, New
Hempshire (Being liquidated through
Conservator) 150 450

District NO. Je

ounty National Bank, Clearfield,
Pennsylvania (Bein§ liquidated :

through conservator 702
, 8% Berlin National Bank, Eest Berlin,
‘ Pemsylvania (Being liquidated
Thet ough conservntor? 90
First Nationel Benk, Monroeton,
emsylvania (Insolvent) 18
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Applicetions for SURRENDER of Stock: (Continued) Shares
Distriot No. 3. (Continued)
The Lehigh National Bank, Fhiladelphia,

Pemsylvanie (Insolvent) 156 966

District NO. 4,
irst Netional Bank, Belleire, Ohio

(Being liquidated through conservator) 360
First Netional Bank, Paris, Kentuoky
(Being liquidated through conservator) 120 480

District No. 5

First Natiorel Benk, Hempton, Virginia

(Voluntary liquidation; succeeded by

The Citizens National Bank of Hampton) 90 90
District No. 6.
First National Benk, Ocilla, Georgia

(Decrease in capital end surplus) 21 21

District No. 7.

First National » Edgerton, Wisconsin

Being liquidated through conservator) 45
Commercial National Benk, Fond du Lac, Wisconsin
(Being liquidated through conservator) 533 578

District No, 9.

First National Bank, Ceylon, Minnesota

(Insolvent) 27
First National Bank, Canton, South Dekota

(Insolvent) 60 87
District Noe 10.
First National Benk in Gallup, New Mexico

(Insolvent) 42 42

District No. 12.
m, Florence, Arizona
(Insolvent) 18
ted States National Bank, McMinnville,
Oregon (Voluntary liquidetion; ebsorbed
by United States National Benk, Portland,
Oregon) 120
ted States National Bank, Salem, Oregon
| (V°1‘m'bary liquidaetion; absorbed by United
! States National Benk, Portland, Oregon) 150
‘ Firsg National Bank, St. Helems, Oregon
Voluntary 1iquidation; absorbed by United
States Nationel Bank, Portland, Oregon) 36
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dpplications for SURRENDER of Stock: (Continued)  Shares
District No. 12. (Continued)
The Wational Bank ol Ellensburg, Washington

(Insolvent) 40
Washington Netional Bank, Olympia, Washington

(Voluntery liquidation; ebsorbed by First

National Bank of Seattle) 72 436

Total 3,150

Approved.

Thereupon the meeting adjourned.

hkrarpa §Y O o0

Secretary.

Governore
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