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A meeting of the Executive Committee of the Federal Reserve

Board was held in Washington on Saturday, November 3, 1934, at

11:00 a. in.

PRESENT: Mr. Hamlin, Chairman of the Executive
Committee

Mr. Liner
Szymczak

Lorrill, Secretary
Mr. Carpenter, Assistant Secretary

The Committee considered and acted upon the following matters:

Telegram dated November 2, 1934, from Er. Clark, Secretary

of the Federal Reserve Bank of Atlanta, advising that, at a meeting

of the board of directors on that date, no change was made in the

hank's existing schedule of rates of discount and purchase.

Without objection, noted with approval.

Telegram dated November 2, 1934, approved by two members of

tho Board, to Mr. Williams, Federal Reserve Agent at the Federal Re-

serve Bank of Cleveland, reading as follows:

"Refer Evans telegram October 30 1934, Board grants exten-
sion of time to December 1, 1934 within which 'The Brecksville
Bank Company', Brecksville Ohio, may accomplish its membership.
Please advise the bank accordingly."

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to Mr. Stevens, Federal Reserve Agent at the Federal Re-

361-08 Bank of Chicago, with regard to the steps which should be taken

to correct the matters commented on in the report of examination of

the "Bankers Trust Company", Des Moines, Iowa, as of May 21, 1934.
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Alpproved.

Letter dated November 2, 1934, approved by four members of

the Board, to Ni. Stevens, Federal Reserve Agent at the Federal Re-

serve Bank of Chicago, reading as follows:

"Reference is made to Li. Young's letter of October 16,
1934, recommending that favorable consideration be given to the
proposed plan of the 'Farmers State Bank of Belvidere', Belvidere,
Illinois, to assume the deposit liability of the 'Poplar Grove
Bank', Poplar Grove, Illinois, and to take over all of the as-
sets of the latter institution on a liquidation basis.

"The Board has reviewed the information submitted, from
which it appears that the transaction will result in no material
change in the general character of the assets of, or broadening
in the functions exercised by, the Farmers State Bank of Belvi-
dere, within the meaning of the general condition under which
it was admitted to membership. The Board will, therefore,
interpose no objection to the transaction, provided the pro-
ceedings, contracts, and agreements in connection therewith are,
in the opinion of your counsel, legally effective, and the trans-
action has the approval of the appropriate State authorities.
It has been noted that representatives of the Reconstruction
Finance Corporation participated in the discussions regarding
the proposed purchase of assets of the Poplar Grove Bank, and
it is assumed that the Reconstruction Finance Corporation, so
far as its interests may be concerned, has no objections to the
transaction. Please furnish the Board with a copy of any con-
tracts and opinion of your counsel in connection with the trans-
action.

"The report of examination of the Farmers State Bank of
Belvidere as of June 13, 1934, contains the following conunent
regarding a contingent liability:

'The Bank has outstanding ;126,000 face amount of "De-
ferred Certificates of Deposit", in a form approved by the
Auditor of Public Accounts, payable solely out of future net
profits, if and when, such future net profits are earned.

Future net profits as referred to in the "Deferred Certifi-
cates" consists of operating profits, plus recoveries, lass
charge-offs and proper provisions for reserves.

The 1.25,000 deferred certificates represents contribu-
tions to the bank made by the directors and stockholders
following the moratorium to care for the elimination of ques-
tionable assets which have since been charged off. The cer-
tificates are subordinated to all deposit and General creditor
liabilities but are payable before any distribution can be
made to the stockholders.'
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"In the analysis of the report it is stated that in order
to enable the bank to place itself in the position to become a
member of the Federal Reserve System, a contribution in the
amount of 0.25,000 was made by certain directors and that this
is -now a contingent liability of the bank in the form of de-
ferred certificates of deposits referred to above. In one
place it is stated that the certificates are payable solely out
of future net earnings, and in another, that the certificates
are payable before any distribution can be made to the share-
holders. It will be appreciated if you will advise the Board
as to the time and circumstances regarding the issuance of
these certificates and as to whether the certificates represent
a contingent liability of the bank or a definite obligation.
It is suggested that counsel for the reserve bank be requested
to submit an opinion as to the liability involved, and in this
connection reference is made to the Board's letter of September
21, 1933, X-7598, regarding liability of banks on deferred cer-
tificates. The call report of condition of the Farmers State
Bank of Belvidere shows capital structure approximately the
same as shown in the report of examination as of June 13, 1934,
and no contingent liabilities."

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to Er. Stevens, Federal Reserve Agent at the Federal Re-

serve Bank of Chicago, reading as follows:

"Reference is made to the report of examination of the
'Genesee County Savings Banks Flint, Michigan, as of Lay 14,
1934, and the analysis thereof.

"On page 4 of the analysis it is reported that the bank
has no affiliations, although reference is made to the Genesee
Trustee Corporation, which was organized for the purpose of
administering the trusteed assets 'which were eliminated from
the bank at the time of the reorganization. From the informa-
tion submitted in the report of examination it appears that two
of the three stockholders and trustees of the corporation are
also directors of the bank. In the circumstances, it would
appear that the Genesee Trustee Corporation is an affiliate of
the bank under the provisions of section 2 (b) (3) of the
Lanking Act of 1933. If such be the case, its report as an
affiliate of the member bank should be submitted and published
as required by law. In this connection it has been noted that
in the call report as of June 30, 1934, the bank reported no
affiliates.
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"In view of the circumstances, the Board will not require
at this time the submission and publication of the reports in
connection with the calls as of June 30, 1934, and prior there-
to. Proper submission and publication of the reports, however,
should be made in connection with all subpequent calls."

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to 1.1r. Walsh, Federal Reserve Agent at the Federal Reserve

Bank of Dallas, reading as follows:

"Receipt is acknowledged of your letter of October 16, 1934,
inclosing a letter addressed to you by Mr. L. A. Eanzer, Cashier
of The 'Wellington State Bank; Wellington, Texas, with reference
to a possible violation of the provisions of section 22(g) of
the Federal Reserve Act by Ir. D. D. McDowell, President of
that bank. In view of the explanation contained in Er. Lanzer's
letter, the Board is not reporting the matter to the Attorney
General of the United States as a possible violation of section
22(g) and, accordingly, it mill not be necessary for you to
make a report of it to the local United States District Attorney."

Approved.

Memorandum dated October 27, 1934, from Mr. Boatwright, As-

sistant Counsel, recommending that there be published in the next

i8sue of the Federal Reserve Bulletin the numbered rulings under

Regulation T which have been approved by the Board but not yet pub-

lished in the Bulletin, the circular attached to the memorandum is-

clued by the Comptroller of the Currency under date of October 18,

1934, in regard to national banks participating in industrial loans

114der the Act of June 19, 1934, and statements in the form attached

t° the memorandum in regard to the rulings 'which the Federal Reserve

130krd has recently made on the following subjects:

1. Classification of capital notes and debentures of
State member ban lz as capital.
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2. Cumulative voting by holding company affiliates of
member banks.

3. Applicability of section 32 of Banking Act of 1933
to "Lianager" of branch office of dealer in securities.

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to the governors of all Federal reserve banks, reading as

"The agreements executed by the Federal reserve banks and
the Secretary of the Treasury, setting forth the arrangements
with respect to transactions between the Secretary of the Trea-
sury and the Federal reserve banks pursuant to Section 13b of
the Federal Reserve Act as amended, provide that whenever the
Federal reserve bank shell have made one or more loans, dis-
counts, advances and purchases or commitments, pursuant to the
provisions of Section 13b of the Federal Reserve Act, it may
certify the facts to the Secretary in such manner as he shall
prescribe by regulation and that upon receipt of such certifi-
cation in proper form the Secretary of the Treasury will make
Payment to the Federal reserve bank as outlined in paragraphs
2 and 3 of the agreement.

"Advice has been received by the Federal Reserve Board
that three Federal reserve banks already have forwarded to the
Secretary of the Treasury a certification of the loans made by
them under Section 13b of the Federal Reserve Act, and as all of
the banks have made such loans, the Federal Reserve Board sug-
gests that consideration be ',iven to the desirability of the
certification promptly by your bank to the Secretary of the
Treasury of the loans which have been made by it in order that
Payment may be received from the Treasury in accordance with
the provisions of the agreement above referred to.

"The Board believes that it is desirable also for the Fed-
eral reserve banks to certify to the Secretary of the Treasury
the industrial loans hereafter made by them as often as such
action is justified, from the standpoint of practical operation,
by the amount of new loans made since the previous certifica-tion.

"It will be appreciated if you will give consideration
to this matter and advise the Board of the decision reached in
connection therewith."

Approved.

Letter to the Federal reserve agents at all Federal reserve
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banks, reading as follows:

"Consideration has been given to the report of the Federal
Reserve Agents' Committee on -Uniform Examination Charges
adopted at the conference in June, 1934, and the Board approves
the first recommendation of the Committee, which reads as fol-
lows:

At least one regular examination of each State member
bank, including its trust department, shall be made during
each calendar year by examiners for Federal reserve banks
either independently or jointly with State banking authori-
ties. Under certain circumstances more than one such exam-
ination annually may be desirable, in which event the Federal
reserve agents should be empowered to have an additional ex-
amination made. A copy of each report of examination shall
be furnished to each State member bank examined.
"The Board believes it advisable, however, to defer action

on the cuestion of general uniform charges until after completion
of the examinations made in connection with certifications to tho
Federal Deposit Insurance Corporation, and -to continue in effect
until July 1, 1935, the instructions regarding charges for exam-
inations contained in the Board's letter of larch 2, 1934,
X-7810a, which read as follows:
 'it is the Board's opinion that charges may properly be
waived for examinations of State member banks made solely to
develop the information required for certification to the
Federal Deposit Insurance Corporation, and that in such in-
stances the question of waiving the charge should be left
to the determination of the Federal Reserve dli.gent. The
Board feels, however, that in cases where the examination
is regarded as a regular examination of the nature for which
charges have consistently been made, the charge should not
be waived simply because of the fact that the report of ex-
amination will serve as a basis for certification to the
Federal Deposit Insurance Corporation. It will be appreci-
ated if you will advise the Board of each case in -which a
charge is not made for the examination giving a concise
statement of the reasons why the charge was not made in the
particular case.'
"It is assumed that practically all of the examinations

made between October 1, 1934, and July 1, 1935, will be used as
a basis for certification to the Federal Deposit Insurance Cor-
poration. The instructions in the Board's letter dated July
26, 1930, X-6665, will continue to apply to examinations other
than for certification purposes. It is believed that the in-
structions in the two letters are sufficiently flexible to
provide for all circumstances.

"It is assumed also that in so far as practicable, the
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"Federal reserve agents will obtain the cooperation of the
State banking departments in making joint examinations, thereby
minimizing inconvenience and expense to the banks examined."

Approved.

Letter dated November 2, 1934, approved by four members of

the Board, to 1.r. Williams, Federal Reserve Agent at the Federal Re-

serve Bank of Cleveland, reading as follows:

"This refers to hr. Fletcher's letter dated October 8,
1934, regarding the question whether The First and :,,erchants Na-
tional Bank of Liddletown and The American Trust B Savings Bank
of Middletown, both of addletown, Ohio, are entitled to partici-
pate in the nomination and election of Class Aand Class B di-
rectors of the Federal Reserve Bank of Cleveland.

"It is understood that The First and Eerchants National
Bank of Eiddletown is a holding company affiliate of The 2=.merican
Trust Lz Savings Bank of Liddletown, and that both banks are mem-
bers of voting group 2. It is also understood that The First
and Lerchants National Bank of Liddletown has no other subsidi-
ary member banks.

"Section 4 of the Federal Reserve Act contains the follow-
ing proviso:

* * * Provided, That whenever any two or more member
banks within the same Federal reserve district are affiliated
with the same holding company affiliate, participation by
such member banks in any such nomination or election shall
be confined to one of such banks, which may be designated
for the purpose by such holding company affiliate.'
"The Federal Reserve Board believes that the above provi-

sion requires a designation of one bank to participate in any
such nomination or election, only in a case in which there is
more than one subsidiary member bank in the sane voting group,
and that such provision is inapplicable to a situation in which
one member bank is a holding company affiliate of another member
bank in the same voting group.

"Accordingly, it is the opinion of the Board that both The
First and Lerchants National Bank of laddletown and The American
Trust (1; Savings Bank of Liddletown are entitled to participate
in the nomination and election of Class A and Class E directors
of such Federal reserve bank."

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to las. Frank Birgfeld, Chief Clerk of the Treasury
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Department, reading as follows:

"Reference is made to your letter of September 26, 1934,
advising that an analysis made by Mx-. Emerson, Special Assistant
to the Treasurer of the United States, of the telegrams sent
over the Federal Reserve leased mires for the Treasury Depart-
ment and charged to the appropriation 'Contingent Expenses,
Treasury Department, Freight, Telegrams, Etc.', indicates that
a number of the telegrams properly may be charged to 'Contingent
Expenses, Public Moneys' or 'Expenses of Loans'. As you know
reimbursement is made by the Treasury Department for telegrams
sent for the account of the two last named appropriations.

%further check by a representative of this office and Mr.
Emerson of the telegrams which are now charged to the appropri-
ation 'Contingent Expenses, Treasury Department, Freight, Tele-
grams, Etc.' indicates that telegrams which properly could be
charged to 'Contingent Expenses, Public Moneys' and 'Lxpenses
of Loans' amount to as much as ,:,)100 a month and, in accordance
with a telephone conversation between you and Er. Carpenter of
this office on October 25, 1934, arrangements have been made
whereby such telegrams will be charged in the future to the two
appropriations referred to.

"With regard to the other telegrams charged to the appro-
priation 'Contingent Expenses, Treasury Department, Freight,
Telegrams, Etc.' your letter states that there are not suffici-
ent funds in the appropriation to take care of an appreciable
charge, but that the matter has been presented to the Budget and
Improvement Committee with the thought that an amount mill be
included in the budget estimates for 1936 so that, beginning
with the next fiscal year, funds will be available for the pur-
pose of reimbursement for the telegrams in question. It is
understood from the telephone conversation above referred to
that there are no funds whatsoever in the appropriation at the
present time available for the purpose of making reimbursement
for the telegrams, but that an amount has been placed in your
budget for the fiscal year 1936. Accordingly, the Federal re-
serve leased mire system will continue to handle the telegrams
Without reimbursement until July 1, 1935, -when it is expected
that funds mill be available.

"In this connection the Federal Reserve Board has requested
that you be advised that it feels that the arrangement which has
been in effect whereby the cost of the telegrams chargeable to
the appropriation 'Contingent Expenses, Treasury Department,
Preight, Telegrams, Ltc.' is absorbed by the Federal reserve
banks is not a satisfactory one and should be discontinued as
Promptly as possible, and it suggests that if it is felt desir-
able to have the telegrams handled by the Federal reserve leased
mire system after July 1, 1935, every effort be made to bring to
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"the attention of the proper persons the necessity for the in-
clusion in the appropriation of an amount sufficient to permit
reimbursement for the cost of the telegrams."

Approved.

Letter d:Aed November 2, 1934, approved by four members of

the Board, to Lir. William W. Scrugham, Yonkers, Few York, reading as

follows:

"eceipt is acknowledged of your letter of October 17,
1934, requesting to be advised as to your duties as chairman
of the board of directors of the Central 1:ational Bank of Yonkers,
New York, in cases where executive officers of that bank have
filed with you written reports covering their borrowings from
that bank or from other banks.

"Section 22(g) of the Federal Reserve Act, as enacted by
the Banking Act of 1933, provides that if any executive officer
of a member bank borrows from or if he be or becomes indebted
to 'any bank other than a member bank of which he is an execu-
tive officer, he shall make a written report to the chairman of
the board of directors of the member bank of which he is an
executive officer, stating the date and amount of such loan or
indebtedness, the security therefor, and the purpose for which
the proceeds have been or are to be used'; and it is understood
that the reports referred to above have been made to you pursu-
ant to this requirement. In this connection, however, it has
been observed that the bank of which you are the chairman of
the board of directors is a national bank, and, since national
banks are under the supervision of the Comptroller of the Cur-
rency rather than the Federal Reserve Board, your inquiry today
has been referred to the Comptroller for his consideration and
further reply."

Approved, together with a letter, also dated
i;ovember 2, 1954, and approved by four members of
the Board, to Lr. O'Conror, Comptroller of the
Currency, reading as follows:

"ihcre is inclosed herewith a copy of a letter dated Octo-
ber 17, 1934, which the Federal Reserve Board has received from
Lr. Yalliam W. Scrughara, Chairman of the board of directors of
the Central National Bank of Yonkers, ::ew York, inquiring as to
his duties in such capacity in cases where executive officers
of that bank have filed with him written reports covering their
borrowings from that bank or from other banks. rih,„re is inclosed

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3397

11/3/34 -10-

"also a copy of the reply of this office thereto, from -which
you will note that hr. Scrugham has been advised that, since a
national Lank is involved, his inquiry has been referred to
you for your consideration and advice.

"Ils you know, section 22(g) of the Federal Reserve Act
does not contain any specific provision with regard to what
disposition shall be made of reports made to the chairman of
the board of directors of a member bank by executive officers of
the member bank relating to loans from other banks. However,
the provisions of the law relating to such reports apparently
contemplate that the chairman of the board of directors of the
member bank shall receive information as to the borromings of
the executive officers of the bank from other banks in order
that the management of a member bank may have full information
as to the borrowing relationships of the member bank's execu-
tive officers and in order that such information may be avail-
able to the appropriate supervisory authorities thro101 examina-
tion of the records of the bank. It would seem, therefore, that
any such reports should be retained in the files of the member
bank along with its other records, and, since a failure to com-
ply with the provisions of section 22(g) of the Federal Reserve
Act is subject to a penalty of fine or imprisonment, it is im-
portant, for the protection of the executive officer who makes
the report in any case, that a record shall be retained by the
bank of such report having been made.

"It will be appreciated if you will furnish the Board with
a copy of any advice you give the chairman of the board of di-
rectors of the Central National Bank of Yonkers in this matter,
for its information in connection with any similar inquiry
Which may arise with reference to a State member bank.

"It has been observed that rlr. Scrugham's inquiry also
refers to loans by the member bank to its owl executive officers.
It is assumed that in advising hr. Scrugham, you will call at-
tention to the prohibitions of the law applicable to loans of
this kind."

Letter dated November 2, 1934, approved by three members of

the Loard, to hr. :,alsh, Chairman of the Federal Reserve Bank of

411 si reading as follows:

"Reference is made to your letter of October 22, 1934, in
reply to the hoterd's letter of October 17, 1934, relative to
the report of examination of the Federal Reserve bank of Dallas
aS of June 23, 1034.

"The reasons for assessing charges for salaries of exam-
iners in connection with examinations of State member banks on
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"the basis of 261 working days per year have been noted. It is
felt, however, that salary charges included in the cost of ex-
aminations assessed against State member banks should be com-
puted on a uniform basis, and that as indicated in the Board's
letter of August 1, 1923, L-3797, the computations should be on
a basis of 300 days a year.

"It has been noted, also, that in accordance with the
Board's request the question raised regarding the handling of
subscriptions to Government issues paid for through the liar
Loan account of other banks has been submitted to the Treasury
Department and that the Board will be advised as to the ruling
of the Treasury Department in the matter."

Approved.

Letter dated November 2, 1934, approved by four members of

the Board, to Lir. Case, Federal Reserve Agent at the Federal Reserve

13ank of hew York, reading as follows:

"Consideration has been given to your letter of September
24, 1934, regarding the request of Carlton P. Fuller for a
ruling as to the applicability of section 32 of the Banking Act
of 1933 to his service as an officer and director of J. Henry
Schroder Trust Company, New York, New York, and as a director
of Foreign Light & Power Corporation.

"It appears from the information forwarded with your let-
ter that Foreign Light & Power Corporation is an investment
trust and that it does not engage in transactions involving the
issue, underwriting and distribution of securities other than
it own. It appears that purchases and sales of securities by
the corporation during the years ending June 30, 1929 to 1933,
inclusive, amounted to the following percentages of its total
assets:

Year Purchases Sales
1929 76.2 10.0
1930 16.9 13.7
1931 3.2 3.1
1932 1.9 3.2
1933 1.0 1.5

Average for five years 19.8 6.3
"In this connection, it is noted that the corporation

started business on July 1, 1928, and that the purchases for
the year 1929 include some original investments.

"It further appears that, at the end of the year 1933,
the securities in the corporation's portfolio had been held for
the periods hereinafter set forth in the following proportions:
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"Held less than 6 months 6.0%
Held between 6 and 12 months 0.2%
Held between 12 and 18 months 3.3%
Held between 18 and 24 months 0.7%
Held for more than 24 months 89.8%.

"On the basis of the information which has been submitted,
it appears that Foreign Light & Power Corporation is not 'en-
gaged primarily in the business of purchasing, selling, or
negotiating securities' within the intendment of section 32.

"No information has been submitted regarding the activities,
if any, of the corporation in purchasing, selling or distributing
its awn stock or other securities to the public. In the event
that the corporation is actively engaged in such transactions,
a further question would be raised regarding the applicability
of section 32 in this case."

Approved.

Letter dated November 2, 1934, approved by four members of

the Board, to Mr. Case, Federal Reserve Agent at the Federal Reserve

Bank of New York, reading as follows:

"Consideration has been given to Mr. Dillistin's letter
of August 20, 1934, regarding the request of Mr. Prentiss N.
Gray for a ruling as to the applicability of section 32 of the
Banking Act of 1E-,33 to his service as an officer and director
of J. Henry Schroder Trust Company, New York, New York, and as
a director of European Mortgage & Investment Corporation.

"It appears from the information forwarded with Mr.
Dillistin's letter that European Mortgage & Investment Corpora-
tion does not engage in the underwriting or distribution of
securities other than its own. It appears that the purchases
and sales of securities by the corporation during the period
from January 1, 1929 to December 31, 1933, inclusive, amounted
to the following percentages of its total assets:

Year Purchases Sales
1929 O. O.
1930 O. O.
1931 O. O.
1932 1. .1
1933 O. 1.

"On the basis of the information milich has been submitted,
it appears that European Mortgage & Investment Corporation is
not 'engaged primarily in the business of purchasing, selling,
or negotiating securities' within the intendment of section
32.

"No information has been submitted regarding the activities,
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"if any, of the corporation in purchasing, selling or distribut-
ing its own stock or other securities to the public. In the
event that the corporation is actively engaged in such transac-
tions, a further question would be raised regarding the applica-
bility of section 32 in this case."

Approved.

Letter dated November 2, 1934, approved by four members of

the Board, to Mr. Case, Federal Reserve Agent at the Federal Reserve

Bank of New York, reading as follows:

"Consideration has been given to Ni'. Dillistinis letter
of August 20, 1934, regarding the request of lir. Prentiss N.
Gray for a ruling as to the applicability of section 32 of the
Banking Act of 1933 to his service as an officer and director
of J. Henry Schroder Trust Company, New York, New York, and as
a director of Swiss American Electric Company.

"It appears from the information forwarded with Nr. Dillis-
tin's letter that Swiss American Electric Company does not
engage in the underwriting or distribution of securities other
than its own. It appears that the purchases and sales of se-
curities by the company during the period from Nay 1, 1929 to
Larch 31, 1934, amounted to the following percentages of its
total assets (figures are for year ending April 30, except
1934):

Year Purchases Sales
1930 9.0 O.
1931 13.0 O.
1932 .06 O.
1933 .3 .2
1934 .5 .03

Average for four years 4.3
"It further appears that, at the end of the year 1933, the

securities in the company's portfolio had been held for the
Periods hereinafter set forth in the proportions indicated:

Held for less than 6 months
Held between 12 and 18 months V,
Held for over 24 months 96%.

"On the basis of the information which has been submitted,
it appears that Swiss American Electric Company is not 'engaged
Primarily in the business of purchasing, selling, or negotiating
securities' within the intendment of section 32.

"No information has been submitted regarding the activities,
if any, of the company in purchasing, selling or distributing
its own stock or other securities to the public. In the event
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"that the company is actively engaged in such transactions, a
further question would be raised regarding the applicability
of section 32 in this case."

Approved.

Letter dated November 2, 1934, approved by four members of

the Board, to Mr. Case, Federal Reserve Agent at the Federal Reserve

Bank of New York, reading as follows:

"The Board has given the most careful consideration to
your letter of September 13, 1934, and the inclosed letter
from Mr. Fred I. Kent regarding his application under the pro-
visions of section 32 of the Banking Act of 1933 for permission
to serve at the same time as a director of Bankers Trust Com-
pany, New York, New York, as a director of Scarsdale National
Bank and Trust Company, Scarsdale, New York, and as a director
of Capital Management Corporation, New York, New York.

"The Board has taken the position that section 32 should
not be regarded as applicable to an 'investment trust' which
makes occasional changes in its portfolio of investments in
order to keep its funds invested to the best possible advantage.
However, in view of the fact that section 32 refers to organi-
zations 'engaged primarily in the business of purchasing, sell-
ing, or negotiating securities', the Board does not feel that
it may regard that section as inapplicable to an organization
which is as actively engaged in purchasing and selling securi-
ties as the Capital Management Corporation is sham to be by
the figures which have been submitted. The purchases of secur-
ities by that corporation during the period from 1929 to 1933,
inclusive, averaged over 200% of the total assets of the cor-
poration during each of those five years, and sales were corre-
spondingly great.

"On the basis of this and the other information before it,
the Board advised Mr. Kent, in its letter of August 24, 1934,
that it was unable to find that it would not be incompatible
With the public interest as declared by the Congress to grant
his application; and, on further consideration, it is unable
to reach any different conclusion. It will therefore be appre-
ciated if you will advise Mr. Kent accordingly.

"Careful consideration has also been given to your letter
Of September 13, 1934, and the inclosed letter from Mr. Kent
regarding his application for a permit to serve as a director
Of Bankers Trust Company, Scarsdale National Bank and Trust Com-
Pany, and Overseas Securities Company, Inc., New York.

"The considerations upon which the Board based its con-
clusion that it could not properly grant this application were
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"similar to those which led it to a like conclusion in connec-
tion with Mr. Kent's other application discussed in the first
part of this letter; and the arguments advanced by Er. Kent in
requesting a reconsideration are likewise similar. The Board
is therefore unable to reach a different conclusion from that
expressed in its letter of August 24, 1934, regarding this ap-
plication; and it will be appreciated if you will advise Mr.
Kent that this application also has been denied.

"In view of the Board's conclusion with respect to these
two applications, please request Mr. Kent to notify you as to
the steps which he takes in order to bring his relationships
into conformity with the provisions of section 32."

Approved.

Letter dated November 2, 1934, approved by three members of

the Board, to Mr. Case, Federal Reserve Agent at the Federal Reserve

klok of New York, reading as follows:

"The Federal Reserve Board has given consideration to the
application of Mr. Thomas W. Streeter for a permit under sec-
tion 32 of the Banking Act of 1933 to serve as director of the
First National Bank of Morristown, New Jersey, and as director
of the General Public Service Corporation, Jersey City, New
Jersey.

"It appears that the General Public Service Corporation
is an investment trust and it has been stated that its business
does not customarily include the underwriting, flotation, and
distribution of securities or participations in such transac-
tions, its business being confined to holding securities for
appreciation and income.

"Also, it has been shown that the total purchases and
sales of securities by the corporation during the years 1929
to 1933 inclusive were in percentages of its total assets, as
follows:

Year Purchases Sales
1929 59.9T- -2573-5-:
1930 31.1% 61.3%
1931 70.1% 46.6%
1932 19.9% 55.2%
1933 62.7% 45.3%

Average for five years 48.1% 45.1%
"During the same period the profits from securities sold

bore the following proportion to the Corporation's gross
earnings:
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"1929 63.7%
1930 8.0
1931 28.9%
1932 Loss
1933 20.5%

"It has been shown that at the end of the year 1933 secur-
ities in the Corporation's portfolio had been held for periods
hereinafter set forth and in the following proportions:

Held 1 to 6 months 20.1%
Held 6 to 12 months 19.5%
Held 12 to 18 months 11.1%
Held 18 to 24 months 0
Held 24 months and over 49.3%

"On the basis of the information which has been submitted,
the Board concurs in your opinion that the General Public Ser-
vice Corporation should not be regarded as 'engaged primarily
in the business of purchasing, selling, or negotiating securi-
ties' within the intendment of section 32.

"Sufficient information has not been submitted regarding
the activities of the corporation in purchasing, selling or
distributing its own stock or other securities to the public to
show whether the corporation is actively engaged in such trans-
actions to such an extent as to raise a question regarding the
applicability of section 32 in this case."

Approved.

Letter dated November 2, 1934, approved by three members of

the Board, to Mr. Peyton, Federal Reserve Agent at the Federal Re-

liel've Bank of lanneapolis, referring to the following application

11°1' a permit under section 32 of the Banking Act of 1933, and stating

that it appears that the relationship covered by the application is

Inthin the class which section 32 was designed to terminate, and

th4t, accordingly, the Board is unable to find that it mould not be

illeozPatible with the public interest as declared by the Congress to

gl'alat the application, although in the event the applicant desires
to

eubmit further facts or arguments in support of the application

the u.4,0ard is prepared to give them careful considerauions
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Er. Thomas Bardon, for permission to serve at the same time as
chairman of the board and director of The Union National Bank
of Ashland, Ashland, Wisconsin, and as president and director
of Lining Shares Corporation, New York, New York.

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to Mr. Williams, Federal Reserve Agent at the Federal Re-

serve Bank of Cleveland, reading as follows:

"Reference is made to the Board's letters of May 9, 1934,
and October 3, 1934, and to Assistant Federal Reserve Agent
Fletcher's replies thereto dated June 7, 1934, and October 6,
1934, respectively, relative to the application of Mr. Chas. H.
Loucks, Scottdale, Pennsylvania, for permission under the provi-
sions of the Clayton Act to serve at the same time as director
and officer of First National Bank of Scottdale, Scottdale,
Pennsylvania, and as director and officer of The National Bank
and Trust Company of Connellsville, Connellsville, Pennsylvania,
which was not approved by the Board on May 9, 1934, for the
reasons set forth in its letter to you of that date.

"In accordance with Section V (g) of Regulation L, the ap-
plicant submitted additional facts and arguments through a
Personal visit to Er. Fletcher's office, this information being
fully set forth in Er. Fletcher's letter of June 7, 1934. The
Board has given consideration to the additional information
submitted but still feels that the granting of the permit ap-
plied for would be incompatible with the public interest. You
are requested to advise Mr. Loucks of the hoard's decision in
the matter.

"In order that its files in this case may be complete,
Please ascertain and advise the Board as to what steps Er.
Loucks proposes to take in order to comply with the provisions
of the Clayton Act."

Approved.

Letter dated November 2, 1934, approved by four members of
the

Board, to Mr. hoxton, Federal Reserve Agent at the Federal Re-

Bank of Richmond, reading as follows:

"Reference is made to your letters of September 27, 1934,
and of October 5, 1934, submitting additional information
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"relative to the application of Yr. Thomas C. Boushall, Rich-

mond, Virginia, for permission under the provisions of the
Clayton Act to serve at the same time as a director of The

Morris Plan Bank of Washington, liashington, D. C., as a director

and officer of The Norris Plan Bank of Virginia, Richmond,
Virginia, and as a director of The Norris Plan bank of Wilming-
ton, Tiilmington, North Carolina, which was not approved by the
Board for the reasons set forth in its letter to you of Septem-
ber 18, 1934.

"The Board has reconsidered Er. Boushall's application
and, in view of your unfavorable recommendation and upon the
basis of the information before it, including the additional
information submitted, still feels that the issuance of the
permit applied for would be incompatible with the public inter-
est. You are requested to advise the applicant accordingly.

"Please ascertain and inform the Board of the further
steps Er. Boushall proposes to take in order to comply with the
provisions of the Clayton Act."

Approved.

Letter dated November 2, 1934, approved by five members of

the Board, to Er. Hoxton, Federal Reserve Agent at the Federal Re-

serve Bank of Richmond, stating that the Board has given considera-

tion to the following application for a permit under the Clayton Act,

elld that, upon the basis of the information before it, feels that

the issuance of the permit applied for would be incompatible with

the Palle interest. The letter also requested the agent to com-

InIalicate to the applicant the Board's position in the matter, and to

"Irise the Board promptly as to whether the applicant desires to

61thlnit any additional data, and, if not, as to what steps he proposes

to take in order to comply with the provisions of the Clayton Act.

Li. Charles L. Kaufman, for permission to serve at the same
time as a director of the National Bank of Commerce of Norfolk,
Lorfolk, Virginia, and as a director of The Morris Plan Bank
of Virginia, Richmond, Virginia.

Approved.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3406

11A/34 -19-

Letter dated November 2, 1934, approved by four members of

the board, to hr. Peyton, Federal Reserve Agent at the Federal Re-

serve Bank of Minneapolis, reading as follows:

"This refers to your letters of September 21 and October 1,
1934, with inclosures, further regarding the application of hr.
Albert L. Miller for permission under the Clayton Act to serve
at the same time as director of the Batavian National BrArar and
the Citizens Loan and Investment Company, both of LaCrosse, Wis-
consin.

"In a letter to you dated June 28, 1934, the Board stated
that in its opinion the Citizens Loan and Investment Company
of LaCrosse, Wisconsin, is not a bank within the meaning of
section 8 of the Clayton Let, so as to authorize the Board to
issue a permit covering the service of Mr. Miller as director
of such company and as a director of the Batavian National Bank.
You were authorized, however, to advise Mr. killer that if the
company should make no more loans secured by stocks or bonds
within the meaning of section 8A of the Clayton Act his rela-
tionship with that company would not be subject to the provi-
sions of that section. It is now understood that, in accordance
with the Board's suggestion, the Citizens Loan and Investment
Company, by its board of directors, has decided to discontinue
the making of loans on stock or bond collateral in order that
Mr. Miller's service as a director of the company may not fall
within the prohibitions of the law. You state, however, that
the company is interested in obtaining from the Board a recon-
sideration of the question whether the company may be regarded
as a bank within the meaning of the Clayton Act in the light of
additional information which has been submitted to you and
Which you have forwarded to the Board, together with the opinion
of counsel for your bank regarding this question.

"From the information submitted, it appears that the
Citizens Loan and Investment Company is organized and operating
under the provisions of section 11U9 of the Lams of Wisconsin,
relating to the regulation of loan associations. Under this
section, a corporation which has first obtained a license from
the State Commissioner of Banking and which complies with the
requirements of the section is authorized to engage in the bus-
iness of making direct loans of money; but the section does not
aPpear to contain any provisions which would authorize the re-
ceipt of deposits in any form or the performance of any other
tYpical banking functions. Moreover, as noted in the Board's
letter of June 28, 1934, the statement of condition of the
Citizens Loan and Investment Company does not show any deposits
listed among the liabilities of that company.
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"Accordingly, after a careful reconsideration of this
questien in the light of the information now at hand, the hoard
finds no reason which -would warrant a departure from the con-
clusion previously reached by it in this matter. If, there-
fore, the Citizens Loan and Investment Company should resume
the business of making loans on stock or bond collateral, it
is the hoard's opinion that hr. Liller's service an a director
of that company and as a director of a national bank would be
prohibited by section SA of the Clayton Act, and that the
hoard would be without authority under the Clayton Act to
issue a permit covering such service."

Lpproved.

Letter dated November 2, 1934, approved by five members of

the Board, to . LcClure, Federal Reserve Agent at the Federal Re-

or0 Bank Of Kansas City, reading AS follows:

"Reference is made to the Board's letter of August 15,
1934, and to your letter of August 24, 1934, concerning the
Clayton Act permit granted to la.. C. E. Costello, Lindsay,
Oklahoma, to serve at the same time as director and officer of
The First National Bank of Lindsay, as director and officer of
The First National Bank of Alex and as director of The First
Lational Bank of Blanchard, all of Oklahoma.

"Information available to the Board indicates that the
Possible violation of Section 5209 of the Revised Statutes of
the United States, commented upon in the Board's letter of
August 15, 1934, will not at this time be reported to the
United States District Attorney, Deputy Comptroller Lyons in
a letter to National hank Examiner J. D. Goggins of Oklahoma
City, Oklahoma, advising that it WAS not believed, considering
the statements in the bank's letter of September 14, 1934, to
the Comptroller of the Currency, that such a report should be
ruIde at this time. In the circumstances, you are authorized
to release the permit and copies thereof to Costello and
the banks involved.

"In view, however, of the extensive criticisms which have
been made of this matter by the national bank examiner, you
are requested to keep in close touch with this situation and
to periodically review this case with the District Chief ::a-
tonal Bank Examiner and report fully thereon, submitting with
Your report your recommendation as to whether or not considera-
tion should be given to the revocation of the permit."

Approved.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3408

10/34 -21-

APProved:

Thereupon the meeting adjourned.

LI-t-A.i kr)CMAJLSLie
Secretary*

Chairmen, Executive Committee.
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