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A meeting of the Federal Reserve Board was held in Washing-
on
°% Thursday, April 4, 1935, at 11:10 a. m.

PRESENT: Mr. BEccles, Governor
¥r. Thomas, Vice Governor
Mr. Miller
Nr. James
kMr. Szymczak

lire Morrill, Secretary

lir« Bethea, Assistant Secretary

lir. Carpenter, Assistant Secretary

Iir. Clayton, Assistant to the Governor

ALSO PRESENT: Mr. Oscar llewton, Governor of the Federal
Reserve Bank of Atlanta
Mr. Robert S. Parker, Counsel for the Fed-
eral Reserve Bank of Atlanta

Reference was made to a draft of telegram to the Federal Re-
g
Ve B
fak of Atlanta, which was prepared in New York yesterday by
Vﬁrnor
g Newton, advising of an increase in the rate on cable trans-
®

rthr
%Ugh the Havana Agency, end which had been telsphoned to the

Bog,
Td wig
the h the Suggestion from Mre. James, who was also in New York,
t, o
as
the 1t wag Proposed to make the new rate effective on April 4,

® Boay
d take aotjop on it immediately.

M
T Jameg stated that he and Governor Newton went to New

Yest
Srday ang met at the I'ederal Reserve Bank of New York with

nt
in Ha, Stives of the American and Canadian banks which have branches
Vang :
frq * to discyss possible methods by which the loss resulting
m %

€ o .
o Peration of the Havens Agency might be eliminated, and that
er

the eprGSentatlves had expressed the unanimous opinion that
Teinten

81ce of the agency is absolutely necessary under existing
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circumSt&nces and that they were in agreement that the agency should

b® mage Self-sustaining, motion was made by one representative, end
*&%ed to uwnanimously by all, that the rate to banking institutions in
m“mna on ceble transfers be increased from $1.00 to $2.00 per thousend,
effective immediately,-with the understanding that the new arrangement
ol Temain in operation for one year after which the rate would be
:eadjuSted to an amount which would cover the operating expenses of

e 48ency without resulting in a profit to the federal reserve bank.

Governor Newton said that during the meeting he had mede in-

qulry of the banks!'
ag

representatives as to whether they were satisfied
to the op

expresn

~

eration of the egency end its personnel and that they all
d satisfaction with the apgency and the highest regard for
Sach 1

mber of its staff. He also said that he was very anxious to

ite *
the completion of arrengements for the operation of the

Haygp,
Agency on g System basis.

G - - . ;
Overnor Liccles stated that the Havana Agency is of service

leuly
0 *ly to the commercial barks in New York and Boston which
pﬁr&t

e b 5 .
3 Tanches in Havena and that, as the Federal Reserve Banks of
0s%

on >
o). “0d New York carry the reserves of the commercial bsnks, he
e
t that some por
the
8gen,
aa Y should be absorbed by the Federal Reserve Banks of Boston

tion of the loss resulting from the operation of

He said that it occurred to him that if the Federsal

B
ank of Atlante should increese the rate on ceble transfers

a3
Qme
ang Y
°f eliminating the operating loss at the agency, the
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conune .
elal banks operating in Cube might meke a similar increase in

theiyp 5
Teles for cable trensfers which are not handled through the

a‘gency, uss % Z -
Sing the increase in the rate charged by the Federal reserve

bany
%8 &n excuse for their action, and, as it is possible that the

Proport;
Hon of transfers which are not handled through the agency may

5 Yory large, such action might result in an increased burden on

¢

OMmey o g With Cuba and compleints from interested parties, end that

® felt the Board should give very careful consideration to the matter
e, develop informstion as to the effects of the proposed action.
*Tornor Eceles also raised the question as to how the rate of $2.00

8r the
usand Compares with rates on ceble transfers between the United

Stat,
s
*0d other foreipgn countries.

1
. James stated that he felt the Federal Reserve Bark of

Aty
Bitky 4 .
8 38 Susbiesoq i

th charging a rete which would reimburse it for
® ¢o

st
of the services rendered by the agency; that the competitive

pOsit.
lon
of the Ccommercial banks in Cube very likely would prevent an

i

th rate for transfers by such banks; that the basis for
8 id

ar
€® on cable transfers through the Havena Agency is different

Lrq
m oth,
er g
2 Cable trensfers as the former alweys involve the payment
I‘ecei
pt
b of CWrrency at the agency, and that the fact to be comsidered
etorn;

Res "ing the charge wes the cost of the service to the Federal
v

of Atlanta.

Ot} A
N ‘T possible methods of meeting the cost of operating the
bency = (=]

Viereg o
Tentioned and Mr. James steted that at the meeting in New
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York vesterday with representetives of the commercial banks it was
Sugpesteq that the banks might beer e pro rata share of the cost of
Perating the agency to be determined on the basis of the extent to
Wiich they ugseq the facilities of the agency, and that the representa-
Hveg haq questioned whether their banks could legally enter into such
“Ereement and had agreed that the better way to solve the problem
b ineresse the rate on cable transfers.
Governor Ecoles suggested that before ection is taken it would
* d981rab1e to ascertain what proportion of the transfers to and from
TRia. are handled by the commerciel benks without reference to the
8ency, vhether the proposed increase is e reasonable one, end whether
Commercs g banks will make a similar increase in their rates to
custOmers.
e During &n ensuing discussion reference was made to the sug-
8
a OPeration of the Havana Agency on a System basis and some of
evGrmerers of the Board steted that they were prepared to teke what-

8ctio
n :
18 necessary to put such an arrengement into effect.

L:r -
Parker stated that he had prepared a draft of contract

Verln
& the operatj
th&t

lon of the agency on a System basis and providing

&y o
of 4 Perating losses would be borne by the Federal Reserve Bank
Aty

antg
Tiog &nd any extraordinary losses resulting from revolution,
8,

ete,
» by all Federal reserve banks in proportion to their capi-

tay
&nds
ur
e Plus. He said that, as there had been some question at

ederal
Reserve Bank of lMinneapolis as to the authority of the
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ank . 5
to enter into such a contract, he had corresponded informally

vith
_ Mr, Ueland, Counsel for the Minneapolis bank, end that he be-

1ieve
A the question of the Federal reserve bank's authority in the
mat-t
°F had been settled. He called attention to the fact that the
Oarq .
°f directors of the Federal Reserve Bank of linneapolis vould

Neet
°0 Monday, April 8, and stated it was believed to be desirable
that
& s
dvice of any action that the Boerd might teke in the matter be

MmN gg ; AL
ed to the Minnespolis bank for consideration of the directors

ag
that meeting.

Mr. Szymezak moved that lr. Parker be requested to

e 88 the legal phases of the contract with kr. Wyaett,

foneral Counsel, with the understanding that after the

an§m~°f contract has been approved by llessrs. Parker

i Hyatt’and by lre liorrill, it would be circulated,

o zt to Mr. James end }r. Thomas, and then to the other

£e? :rs of the Board for approval, together with a let-

th 0 each Federal reserve bank transmitting a copy of
® contract for execution in the event it is approved
Y the boerd of directors of the bank.

discy

Carried.
F ;
1 Wther discussion followed vwith regard to the action to be
n
& Connection with the proposed increase in rate by the Havana

Oon
ks Cable transfers and lir. Thomas stated that he would like to
°W1mf
o .
re action is teken on the matter whether the commercial

inte A
nd to increase their transfer rates.
My,

of ¢ Parker stated that there wes a possibility that transfers
Wdg gy,

t, of Cubae were considered as an export of currency and,
eref
or

e J
tr&n * Subject to the Cuben transfer tex and that all such outgoing
Sfep

8 vere

being effected through the Havena Agency in order to
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At the conclusion of the discussion, lr.
Szymezal moved that action on the matter be deferred
until the next meeting of the Board in order to per-
mit the development of information which would ensble
the Eoard to reach a conclusion on the questions
raised during the discussion.

Carried.

Governor Newton and lir. Parker left the meeting at this
Poing,

Governor Eccles stated that on April 2 Mr. Walter Lichten-
stein Q
SeCretery of the Federal Advisory Council, called on him and

ar
. °Port adopted by the Federal Advisory Council on the Benlking
i1y of o
1356 Witish the ‘Counnid desired ko Files with the Bexling and

u"rencx
v Committees of Congress, but before doing so wished to get

S0ard:!
d's 8Pproval of such action. He said that he had gone over

¥ and felt that it would be very unfortunete if it were

Subn
blhtted to the C

th ongressional cormittees and that he would suggest
at

the 3
N 98rd request the Council to come to Washington to discuss
® Tepory,

Se The'Secretary was requested to prepare a tele-
Bram to Mr. Walter W. Smith, President of the Federal
su713°r¥ Council, in accordance with Governor Eccles'
ofggistlon, end it wves understood that if the members
Witk z Council should invite Governor Eccles to meet
i hem for further consideration of the report
T® would be no objection to his doing so.

The 3
on Tinutes of the meeting of the Federal Reserve Board held
“Areh

2
L, 1gss, were approved.

'he 3
Boarg then acted upon the following matters:
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Telegroms dated April 3, 1935, from Governor Young of the
Peq .
oral Reserve Bank of Boston, lr. Post, Assistent Federal Reserve
gen : -
t et the Federal Reserve Bank of Philadelphia, and Mr. Wood,
Chat rmny,
of the Federal Reserve Bank of Ste. Louis, all advising that,

% megts
®etings of the boards of directors on that date, no changes were
Mage in the banks '

Chage,

existing schedules of rates of discount and pur-

Without objection, noted with approval.

Telegram dated April 3, 1935, approved by four members of

o s
ard, to lir. Stevens, Federal Reserve Agent at the Federal Re-

BarvB B
&k of Chicago, reading as follows:

"In
your peni
Salary gt
lE&nager
AsSistan

accordance with action teken by executive committee of
» referred to in your March 29 letter, Board approves

the rate of $4600 per annum for C. lie Saltnes as

s Check Department'. Board notes from your letter that
. the COllt D?puty Governor Bechmen has been placed in.charge of

% ection Department in the position formerly occupied by

advi;e avey, ?hat of 'Maneger, Collection Department'. Flease

avgyuseffBCtlve date of these changes, including date of lir.

retirement, end whether any chanpe has been made in Mr.
Bachmn.s title. M y 8

Approved.

Let+
Stter dated April 3, 1935, approved by five members of <the

BO&I‘d, to Ve

B Stevens, Federal Reserve Agent at the Federal Reserve
Of Chs
hicago, reading as follows:

with rReceiPt is acknowledged of your letter of March 16, 1935,
Burlineg&rd to the application of 'The First National Bank in
gton', Burlington, Iowa, for full fiduciary powers which

r 3
; ocently disapproved by the Board in view of the bank's low

fUrthe:f capital structure to deposits. The Board has given
careful consideration to the matter pursuant to the
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n
fequest contained in your letter.
Bk hl’c appears from the informetion before the Board that the
ol 8s an opportunity, in view of its location in a county-seat -
&bly of approximately 27,000 inhebitents, to develop & consider-
5 ~¢ volume of +trust business. It has also been noted that the
tazk deposits in Burlington eggregated more than $20,000,000 at
8a Sggd of 1930 as compared with a total of approximately
thi . 1»)900 at the end of 1934. It appears that the deposits of
- ubject bank, on January 29, 1934, amounted to 1,303,000,
I ; on December 21, 1934, smounted to approximately &2,000,000.
menteem? probable that the subject bank, under competent manage-
Such,~WI11 continue to increase its deposit liability and eny
ecti1ncrease, of course, would reduce the mergin of capital pro-
5 aon afforded its depositors. In this comnection, the bank
aPptg capital and surplus on December 31, 1934, equal only to
Ximately 6.3 per cent of its total deposits.
that As you know, the Board has repeatedly teken the position
Ordi;uas & general principle, the bank's capital and surplus
amountrily.Should not be less than one-tenth of the average
% st&nceoOf its aggregate deposit liabilities, and in some circum-
Sard S, should be more than one-tenth of such amount. The
The Firgi ﬁak§n into consideration the nature of the assets of
&bpeny 8T National Bank in Burlington at this time but it would
tion 0} from a practical banking stendpoint, that the capitalize-
depogiy, ;?9 ?a§k.is not adequate in view of the amount of its
88setg iabilities and possible changes in the character of its
eposi% ?Pd also in view of the probable further increase of its
that oy liabilities. In the circumstances, it does not appear
" the Boayd_would be justified in permitting the bank to as-
the Opee agdltlonal responsibilities end liabilities involved in
ig ap ration of a trust department, particularly since the bank
E&rently unwilling to provide additional capitel funds.
rePOrtInfthiS ?Onnection. the National Bank Examiner, in his
the undo oxamination as of September 19, 1934, commented upon
directoircapltalized condition of the bank and stated that the
Subst&nti had been urged to give inmediate consideration to a
%50’000 al increase, the suggested amount being not less than
Chigp N;t'It may be stated also, confidentially, that Acting
1935, lonal Bank Examiner Beatty, under date of January 3,
in G:f‘%e.the beank criticizing its decleration of a dividend
the fac of its inadequete capital structure and stated that 'in
\ the anoe of the fact thet the benk is being urged to increase
of ;tunt of its caepitel structure, distribution of any part
holderB capital structure in the form of dividends to share-
u-, 2PPears wholly unwarranted * * *.'
ciary p is apparent that, in acting upon applications for fidu-
Owers, the Board should consider whether or not the
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"emount, of the capitel and surplus of the epplying bank is ade-
duate under the circumstences involved in the particular case,
®nd this fact is recognized by the provisions of the Federal :
°Serve Act under which the Board is euthorized to grant fiduci- -
&y powers to netional banks. In view of the neture of the re-
SPonsibilities involved in the exercise of fiduciary powers, it
Would seem clear thet as a genoral proposition such powers
should not pe grented to a bank unless its capital and surplus
Are sufficient to afford adequete protection not only to its
deP°Sit0rS but also to the beneficiaries of trusts in which it
odertakes to act. The Board would be very reluctant to grent
f1duciar,‘,’ powers to a bank vhen it was questionable whether or
not itg capital and surplus were sufficient to afford adequate
p?Otection to its depositors. In the instent case, it is be-
*eved that the bemk, if it seriously desires to obitein trust
g?w?rs, should be willing to add to its capital structure suf-
1clently to provide a ratio of unimpaired capital and surplus
© Total deposits of at least one to tem, and, if this should
e: 2?°°mplished, the Board will be glad to give further consid- gy
ofa ion to the application for fiduciary powers. It is assumed,
notc°ur36, in this connection, that if additional capi?al could
be 85 a practical matter be raised locally consideratl?n would
o Elven to the possibility of obtaining additional cepitel funds
oM the Reconstruction Finance Corporation."

Approved.
Letter dateq April 3, 1935, approved by five members of the

O'Connor, Comptroller of the Currency, resding as fol-

Servy, "In &ccordance with your recommendation, the Federal Re-
of ‘ghBoard approves o reduction in the common capital st?ck
Trop ¢e First National Benk of Valdosta', Valdosta, Geo?gla,
thet z125,ooo to $50,000, pursuent to a plan which provides
: he released capital, together with a portion of the bank's
$87 105 and reserve accounts, will be used to eliminate
ot *S3 of substandard assets, all as set forth in your
°r of March 18, 1935.
itg o ? is noted that the benk, on Februery 24, 1934, increased
ccon Prtel by the sale of $150,000 of preferred stock to the
A8truction Finance Corporation end that the plen of capital

Te uets
cFlon does not contemplate any further increase in cepital
1s time 2 "

Approved.
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Letter to lir. 0'Connor, Comptroller of the Currency, readin

™ 5L owas

o
S

"In accordance with your recommendation, the Federal Re-

of 17 BO&?d approves & reduction in the common capital stock

S he First Netional Eank of Glenwood Springs', Glenwood

wﬁFlngs, Colorado, frem 100,000 to $50,000, pursuent to a plen

in:i? Provides that the released capitel shall be used in elim-

5 lng.a corresponding amount of substandard assets, which are

e Yemain the property of the bank, all as set forth in your
orendum of March 21, 1935.

Saiid In this connection, it is essumed that your office will

clq Te the elimination, at leest, of all estimated losses as
&ssiﬁled in the latest report of examination.

g It is noted that the bank's capital previously hes been

Stru:i§ed ﬁy the sale of $75,000 of preferred stock to the Recon-
vty ion Finance Corporation, end that the plan of capital re- oo

'% on does not contemplete any further increase in capital at

Serve

he present time."

Approved.

Letter to iy, Fletcher, Acting Federal Reserve Agent at the
‘Cdergy
Reserve Bank of Cleveland, reading as follows:

Receipt ig acknowledged of your letter of llarch 26, 1935,

in
ther?%ard o the proposed reduction in common capital stock of
Prom Qgggford County Trust Compeny', leadville, Pennsylvania,

»000 to $200,000, pursuant to a plan which provides
Finazgz sale of 3$100,000 of preferred stock to the Reconstruction
to tp Corporation and for the transfer of the released capitel
® bank's surplus account.
by 1aw§lnce the Board's consent to the reduction is not required
the Boa°r the conditions of membership applicable to the bank,
Bmoynt, rd offers no objection to the reduction in capitel in the
Coungg “Ddicated, with the understanding, of course, thet your
Such | 18 satisfied as to the legal aspects of the case, that
eduction in oommon capitel stock will not result in any

itg oo 10 the corporate existence of the bank which will affect

\ aetigimbership in the Federal Reserve System, and that the trans-
v Partmenzas the approval of the Pennsylvania State Banking De-

n :
critic?n View of the large amount of estimated losses and other
30, lsézed assets shown in the report of examination as of July
* 2nd the comparatively small emount of corrections
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"TePorted in your letter of September 22, 1934, it will be
8Ppreciateq if you will advise as to the eliminaFlons which
M8y be made in connection with the recapitalization program,
*0d as to whether in your opinion the bank has effected ade-
duate corrections and adjustments of the estimated losses and
®Preciation in securities. Also, please forward copies o?
Ay amendments to the bank's charter which may be adopted in -
®Ommection with the capital adjustments."

Approved.

Letter dated April 3, 1935, approved by five members of the

Board’ to Iy, Case, Federal Reserve Agent at the Federal Resorve
Ba!lk

°f Yew York, reading as follows:

"Reference is made to lir. Gidney's letter of liarch 26,
1935, inclosing a copy of a letlter dated larch 15, 1935, from
‘ o Poruiel 8, m11; Vise President und Gashier of Bank of

NFtley, Nutley, Wew Jersey, concerning the limited vot}ng BOLs
Hio.185ued to Bank of Nutley on Jenuary 8, 1935, in Lo S
H1y states that the proposed merger of The Franklin Natlona}
of Nutley with Bank of Nutley cannot be effected by April
55, the expiration date of the limited voting perm%t, and
sts that this permit be extended for a period of ninety

s 19
Teque
dayg,
"In considering this request the Board has noted that the
ToDogeq merger is a part of a rehabilitation and merger plan
1nvolving the sale of preferred stock of Bank of Nutley to ‘the
§?°°n8truction Finance Corporation; that the Reconstruotion
1o ance Corporation has required recent examinations of both
ln§tit“ti0né in connection with its purchase of prcfer??d stock,

®Xaminations have just been completed; that Mr. Hill
cvatog that the delay in effecting the proposed merger was oc-
faSioned through no lack of action on the part of Bank of

tloy, and that Mr. Gidney recommends that Bank of Hutley be
Sranted te extension of time requested by it to vote the
Stock ¥hich it owms or controls of The Franklin National Benk
Pl ®Y¥ for all purposes necessary to effect such merger.
l?cordingly: the Board has authorized the issuance by you of a
L simite voting permit for the purposes and upon the condition

4ted beloy. :

'B "The limited voting permit authorized herein shal} entitlo
0 P 3 Nutley', Nutley, New Jersey, to vote stock whlch'it
Tt °F controls of 'The Franklin Nationel Bank of Nutley',

1oy, New Jersey, for the following purposes:

Yhich
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"To act at any time prior to July 1, 1935, upon a proposal
to place The Franklin National Bank of Nutley in liquida-
tion and /or to cause such bank to merge or consolidate with
Or be absorbed by Bank of lNutley end to do all things which i
may be necessary to effect such liquidation and/or merger,
Consolidation or absorption; provided, that such proposal
shall be in accordance with a plan or plans which shall have
een approved by the appropriate supervisory authorities and
vhich shall be satisfactory to tho Federal Resorve Agent at
thﬁ Federal Reserve Bank of MNew York.
Prior to the issuance of the limited voting permit author-
herein, the epplicent shall agree as follows:
That prior to or simultaneously with the absorption of
The Franklin National Bank of Nutley by Bank of lutley,
and in any event not later than July 1, 1935, the under-
8igned shall cause The Franklin National Bank of Nutley
to charge off or otherwise eliminate
(a) all losses in loens and discounts,
(b) all depreciation in stocks and defaulted securities,
(c) all depreciation in securities not of the four
highest grades as classified by a recognized
investment service organization regularly engaged
in the business of rating or grading sccurities,

lzeq
1

and
(d) all other losses;
&s shown by the latest available report of examination
mede by a netional bank examiner.

That the undersigned will rohabilitate its capital struc-
ture at the earliest practicable date, and in any event
1ot later than July 1, 1935, by means of voluntary con-
tributions and/or the issuance of common and/or proferred
stock or otherwise to the extent of at least $300,000 in
accordance with a plen which shall be satisfactory to
the Federal Reserve Agent at the Federal Reserve Bank of
New York and approved by the appropriate supervisory
authorities, and which shall provide as a part of such
Plan that The Franklin National Bank of lNutley shall be
absorbed by the undersigned, and that at the earliest
Practicable date, end in any event not later than the
date on which its capital structure is supplemented in
Conformity with the rchabilitation plan, the undersizned
shall charge off or otherwise eliminate
(a) 211 losses in loans and discounts,
b) all depreciation in stocks and defaulted securities,
¢) all depreciation in securities not of the four
highest grades as classified by a recognized
investment service organization regularly engaged
in the business of rating or grading securities,
and,
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ize

() all other losses; g
as shown by the latest available report of examination
made for or satisfactory to the Federal Reserve Agent
at the Federal Reservec Bank of New York.

"Please have the permit authorized herein and the required
3greement prepared by counsel for the Federal Reserve Dank of
“ew York in the usual form.
"It will be appreciated if you will mail to the Board for
ecords two executed copies of the permit issued by you
"nder the authorization conteined in this letter and two executed
°0Pies of the agreement exocuted by the applicant.”

its r

Approved.

Letter dated April 3, 1935, approved by five members of the

BO&P
4 to ur, Sargent, Assistant Federal Reserve Agent at the Ied-

eral
Reserve Bank of San Francisco, reading as follows:

"Reforence is made to the voting permit application of

0 Investment Company, Tustin, California, dated September
Th’ 1?34: requesting authority to vote stock owned by it of

® First National Benk of Tustin, Tustin, California.
ks 'In your letter to the Board dated October 16, 1934, you
8%ed for an expression of the Board's opinion as to the pro-
giifty of your suggesting to the Tustin Investment Company the
trs:OIUtion of the corporation and the formation of a voting
th:;t‘ It appears from the information furnished to the Board
of Hhthe.&pplicant corporation was organized to hold control
ani.e First National Bank of Tustin for the purpose of pre-
&nd 10g its acquisition by so-called chain banking interests
. - Preserving its status as an independent institution, that
C&;.zpplicant's capital resulted from an exchange of its
Subl_a} stock for capital stock of an equal par value of the
Sid§ldlary member bank; that dividends received from tbe sub-~
of iiry member bank are immediately redistributed to stockholders

© applicant and that earnings applicable to taxes and other

onses have been provided only through the use of borrowed
of .S for investment in certain types of assets bearing rates
. oterest higher than the rates paid on the borrowed funds;

Such borrowed funds have not been invested in strict}y

ingingrade investments; and that a loss of a?proxima?ely $2,000
impa,veStments appears probable, which loss if sustained w?uld
o aés the applicant's capital, if no consideration were given
Justing the carrying value of the bank's stock.

Tusti

As you know, Section 5144 of the Revised Statutes of the
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"United States, as amended by Section 19 of the Banking Act of
9383, provides in part as follows:

"'The Federal Reserve Board may, in its discretionm,
grant or withhold such permit as the public interest may
Tequire. In acting upon such application (for voting
Permit), the Board shall consider the financial condition
of the applicant, the general character of its management,
&nd the probable effect of the granting of such permit
upon the affairs of such bank, *%*x!

"While it is possible that the purposes served by the
8bplicant corporation could be accomplished by a voting trust,
the Board does not feel that it has any authority or responsi-
¥y to suggest the dissolution of the corporation. Accord-
s the Board does not desire to express an opinion or make

bilig

Sy Suggestion concerning such action. The Board, of course,

?bu d interpose no objection to the dissolution of the Tustin
Bvestment Company and the formation of a voting trust if, in
;he Circumstences, the officials of the applicent corporation
ould find such action more desirable than the continuance of
c°:t°°rporation. If a favorable opportunity erises in your
tio 8cts with the applicant corporation, it will not be ?bJGC”
in 2a?1e to the Doard for you to discuss your personel views
fis matter informally with officials of the corporation.
In If the holding company affiliate relationship of Tustin
00ve§tment Company is not terminated, the Board will give due
Jasideration to issuing or withholding a general voting per-
a:tWhgn it has hed an opportunity to consider all pertinent
Sirag 10 this case. In this connection it is considered de-
£o11 1? that additional information be submitted covering the
ty B

Current appraisal of assets of the applicent and full
information as to estimated losses, compiled in such

841

hmanner as to serve as the basis for charge-off require-

ments precedent to the issuance of a general voting
Permit.

Full information as to the circumstances under which
the applicant acquired a second lien on real estate
which is subject to a prior lien held by John Dunstan,
President of the applicant. Available information
shows a probable loss of applicant's entire investment
in the second lien.

"2.

1]

S+ Adalysis of surplus and undivided profits or profit
and loss accounts of applicent, showing the principal
items and sources of income and dividends received and
©Xpenses and dividends paid covering the period from
Organization to date, preferably by years.

]

4.

Detailed information with respect to applicant's
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"borrowings from the subsidiary bank and the manner in
which such borrowings were ligquidated.

"5.  Full information with respect to any plans which the
applicant or its officers or directors may have for
increasing or strengthening the capital structure of

o the applicant. )

6. Recommendations of yourself and the Executive Committee
of the Federal Reserve Bank of San Francisco with re-
spect to the granting of a general permit.

; "It will be appreciated if you will obtein and furnish such
l?formation, unless developments in connection with the possible
Ussolution of the corporation meke further consideration of the

12
&Pp¢1cation unnecessary-"

Approved.
Telegram to Governor Schaller of the Federal Reserve Bank of
%0, reading as follows:

"Your letter April 2. Since feature of bonus is eliminated,

Soarq now has no objection to industrial loan to Hudson lotor Car
CQmP&ny.“

Approved.

letter dated April 3, 1935, approved by five members of the
° Mr. fustin, Federal Reserve Agent at the Federal Reserve
elphia, reading as follows:

loti "In your letter of March 25, written in reply to the Board's
tioner of March 22, X-9159, you ask to be informed frop whgt §cc—
in S of your district the Board is receiving information indicat-
in§ the.existence of a strong feeling that there is a demand for
UStrial credit which is not being met.
The Board has, as you know, received letters from a number
Co Msuccessful applicants in your district who expressed such a
?ti°n- Thile it goes without saying that applications must
f&czeaected where there is insufficient basis for credit, the
iney Temains that the disappointed applicants and those who are
Feq deniceq by them may be expected to spread the idea that the :
. ov8l Reserve banks are not administering the law in the spirit
Pliq Was intended. This may have the effect of discouraging ap-
8ts whose credit might be found acceptable. For these




pom—

843

/4/55

=16=

]
tieas?ns, it eppears to the Board all the more desirable that

9.w1llingness of the Federal Reserve banks to consider appli-
Satlons and to extend oredit wherever possible should be
Str?ssed- It is believed that an intensive effort to make the
EOSltion of the Federal Reserve banks known will not entail any
mpaifment of credit standerds.
'"From elsewhere than your district the Board has also re- -
the Fd evidence that some member banks share the opinion that

ederal Reserve banks are not making all the loans they

Ceive

zhOUId. It is felt that evidence of such opinion makes it in-
unbent upon the Federal Reserve banks to spare no effort to
8xtend ip :

e industrial loans progrem."
Approved.
Letter to lir. Grosvenor M. Jones, Chief of the Finance Divi~-

3ion o
s B .
Urean of Foreign and Domestic Commerce, Department of Cormerce,

reu :
ing o follows;

vt "Attacheq you will find tables showing the classification
Fedegpes of business and by maturities of loans made by the
i Fal Reserve banks under the provisions of Section 13b of
5 ®deral Reserve Act. These tables were prepared in response
Co VOUr request for such data for the use of the Small Industiries

Tnittee of the Business Advisory and Planning Council."
Approved.

Telogram to lir. Sproul, Secretary of the Federal Reserve Bank

of Ne
W
Y°Pks reading as follows:

1]
Your Your letter larch 29. Eoard interposes no objection to
Such, mak?ng accessible to representatives of munitions commitiee
in°fflcla1 rulings and correspondence regarding foreign loans
Pertig yéars 1914-1919, held in records of your bank, as may be
Py ®0t to matter under investigation by committee. It is
8tood that files will be reviewed by representative of your

o re&nd Such material as is pertinent to inquiry made available
our g:z;e?tatives of committee in presence of representative of
1

Approved.

L
Stter ¢, the Attorney General of the United States, rceding
OWS:

ag fOll




844

44
/35 i

Side ;It appears from the repqrt of examination of the lorth
Feg ank, St. Louis County, Missouri, formerly a member of the
eral Reserve System, made as of October 15, 1934, that the
rznklméy be involved in possible criminal violations of certain

au%u ations of the Secreotary of the Treasury issued under the

hOrity vested in him by section 4 of the Act of larch 9,

of tﬂ anfi.the Proclamations and Executive Orders of the President
o : United States issued pursuent to section 5(b) of the Act
ey ober 6, 1917, as amonded by the Act of March 9, 1933,
bersh~Wh%Ch the bank operated prior to its withdrawal from mem-

. zP in the Federal Reserve System on January 24, 1935. In
Onnecti e A i 2

exawin&tionglon, the following is quotcé from the report of

'In.the course of this examination, which was made to de-

®rmine whether the institution is now entitled to & license

fg Teéopen end resume its normal banking functions, it vas
und that the regulations under which the bank has been
°Perating have been violated in the following respects:

.(&) The records of the institution have not been
Maintained in a manner which would eneble the examiner to
Satisfactorily determine the amount of restricted deposits
&nd the amount of unrestricted deposits. :

(b) Withdrawals of restricted funds have been permitted.

c) Assets held at the time of suspension to protect
Testricted deposit balances have not been kept sepurate
from assets securing trust funds, as required by Regulation
27, dated larch 20, 1933.

(d) Certain of the assets held to secure restricted
deposit balances and/or trust accounts have been used to
defr&g the organization expense of the new bank.

(e) Trust funds have been accepted as time deposits
;nd interest paid on them contrary to the provisions of

‘®gulation 7, dated larch 6, 1933.

f) Trust funds have not been kept segregated from
Other assets of the bank nor deposited or invested, as
Toquired by Regulation 7, dated liarch 6, 1933.

% 8/ TFunds designated by the management as representing
Tust deposits are insufficient by £42,024.78 to cover such
"tl‘ust funds.!*
With rin reply to the Board's request for further information
ora) egard to the matter, the Federal Reserve Agent at the Fed-
ﬁfVG Bank of St. Louis has advised the Board as follows:
tion O Wish to be furnished with any additional inforna-
togetge mey have with regard to the violations in question,
that, ter vith my views in the premises. It is my opinion

of o s apparent violations which are set out in the report

inaq. Mnation of Octobor 15, 1934, were due largely to an

fquate bookkeeping system, to the active officer's ignorance
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"'of the lew and to the menagement's belief that the institu-
tion would shortly be rehabilitated and permitted to resume
its normsl banking business.

"'Wie understend that since its withdrawal from member-
Ship, the benk has been endeavoring toc obtain deposit insur-
*lice end a license from the State Banking Department, and that
the officer chiefly responsible for the alleged violations
Will pe replaced.!

"In accordance with the usual practice of the Board in such
S88es, the metter is being reported to you for such action as
YOU consider mdvisable and the Federal Reserve Agent et the Fed-
°ral Reserve Bank of St. Louvis is being requested to make a

Similep Teport to the local United States Attorney."

Approved.

Letter dated April 3, 1935, approved by five members of the
Boa
T o Ir. Eoxton, Federal Reserve Agent at the Federal Reserve

B
Wk op Richmong, reading as follows:
Aot "There are inclosed the original and copies o€ a Cl&yt?n.
Permit granted to lir. J. Wade Bell, Quinwood, West Virginisa,
Ve at the same time as director and officer of The Winona
8l Benk, Winona, as director of Bamk of Quinwood, Guinwood,
Wogs ° director of Greenbricr Valley Bank, Lewisburg, all of
S Tginie, for the period ending Januery 14, 1936, for trans-
o kel by you to the applicant and the banks involved and & copy
o your files.
X ‘"In the consideration of this application, it was1noted that
Re. Bell apparently had violated section 22(g) of the Federal
Serve Act by reeson of his feilure to report his loans at other
8> which alleged violation was reported to the United States
M, 0 &t Huntington, West Virginia. In view of the fact that
&P' Bell i5 the president of the national bank and that ?he banlk
Prgirentl' has no 'chairman of the board of directors', it seems
or 8ble that the alleged violation resulted from inadverﬁ?nce
her OB ignorence or misunderstending of the law end that it may
toﬁzefore be a violation of the kind which would not be reported
soribe U?ited States District Attomey under the procedure dg-
(ngled\ln the Eoard's confidential letter of February 13, 1u3§
viol ?%/’ if Mr. Bell should tale steps to correct the apparent
Que 4tion within a reasonable time. Accordingly, you are re-
Eed o meke such investigation as you may think necessary
You find the circumstences to be such that the apperent
ion would not be reported to the United States Attorney
8% %o the Board's confidentiel letber of February 13, 1935

‘O ser
la ion

il
vi()l&.t

SER
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"(KF9124), pPlease release the permit to the applicant end for-
Ward copies thereof to the benks involved, advising the Board
of the disposition which ics made of the matter. However, if
Jou £ing that the circumstences were such that it would have
°®N reported to the United States Attornmey pursuant to the
Board's confidential letter if a State member bank were involved,
Pleage hold the permit end advise the Board fully respecting the
matter,
"In the event the permit is released to the applicent and
Opies thereof to the banks involved, please advise them that

J ® Permit has been issued so as to expire at the close of
MMwary 14, 1936, as there is now pending before the Congress
Propogeq legislation for the purpose of clarifying and otherwise
amen?ing the provisions of the Clayton Act relating to inter=
ocking benk directorates."

Approved.

Letter dated April 3, 1935, approved by five members of the

Bogy
L to ¥r. Walsh, Federal Reserve Agent at the Federal Reserve

Bany
ol Dellas, reading as follows:
"T

dat here are inclosed the original and copies of & Clayton
Pe

Ser Mit granted to lr. B. G. Riviere, Liberty, Texas, to

LibVQ 8t the seme time as director snd officer of The First-

off?rty Netional Bank, Liberty, Texas, and as & director and
nd}cer of Securitly State Dank, Anahuec, Texas, for the period

&ndlzg January 14, 1936, for transmittal by you to the applicent

he banks' involved end & copy for your files.

v In the consideration of this epplication it was noted

bep Yhe report of examination of the Liberty b?nk as of hoYem-

22( )6. 1934, that 1. Riviere apperently had v1olat?d section

Pep% of the Federsl Reserve Act by reason of his fal}ure to

re *t his loens at other banks, which alleged violation wes
po?ted to the United States District Attorney, Houston, Texas.

natyoo" °F the fact that Lr. Riviere is the president of the

the bnal bank and that the bank apparently has no 'chairman of

thay, ?ard of directors', end in view of the fact thet it appeers

Probagr. Kiviere is now ill and absent from Texas, it seems

o le that the alleged violation resulted from inadvert?nce

may zh gnorance or misunderstending of the law and that i

Teporg ., LoF® be & violation of the kind which would not be

Ceq ®d to the United States District Attorney under t#e pro-

13, 13 described in the Hoerd's confidential letter of February

the 8 (X“9124), if Mr. Riviere should take steps to correct

SPParent violation within a reasonesble time. Accordingly,

om j
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"you are requested to make such investigetion as you may think
TeCessary end, if you find the circumstances to be sqch that

© apparent violation would not be reported to the United
Stetes Attorney pursuant to the Board's confidential letter of
Febru&ry 13, 1935 (X-9124), please release the permit to the
8PPlicant and forward copies thereof to the banks involved, ad-
Yising the Eoerd of the disposition which is made of the metter.

Ho“ever, if you find that the circumstances were such that it
vould have been reported to the United States District Attorney
Pur

Suant to the Boerd's confidential letter if a State member

Pank Were involved, please hold the permit and advise the Board

fully respecting the matter.

"In the event the permit is releaséd to the applicant and
thereof to the banks involved, please advise them that

he Permit has been issued so as to expire at the close of

January 14, 1936, as there is now pending before the Congress‘

Propogeq legislation for the purpose of clarifying end otherwise

shending the provisions of the Clayton Act relating to inter-

Ocking bank directorates."

Approved.

Lotter dated April 3, 1935, approved by five members of the

Soq :
" to lr. Stevens, Federal Reserve Agent et the Federal Reserve

B&nk
i3 Chicago, inclosing the following emended Clayton Act permit

TaN M q s
Msmission to the epplicant:

B George J, Bartle, to serve at the same time as a director
?ﬁd Officer of The First National Bank of Prescott, Prescott,
e’ %0d 85 & director and officer of the Iowa State Savings
* Creston, Iowa, for the period ending Januery 14, 1938.

-
-

Approved.
A Letter dated April 3, 1935, approved by five members of the
Qar d
3 \ %o ur, Walsh, Federel Reserve Agent at the Federal Reserve

of p
Dallag, reading as follows:

el “."Reference is made to your letter of liarch 20, 19§5, %n—
Clg;lng 8 copy of a letter dated NMarch 19, 1935, from Lr. A. R.
e

Hoygs. PFesident of San Jacinto National Bank of Houston, :
Stoy, Texes, submitting edditional information in connection




. 848
Y4/ss

-21-

"vith the Clayton Act application of kr. W. W Fondre?, :
ouston, Texes, for permission to serve at the same time as di-
Yector of San Jacinto Nationsl Benk of Houston and as director
%nd officer of The National Bank of Commerce of Houston, both
of Houston, Texas, which application waes not approved by the
B0ard as indicated in its letter of March 5, 1938, to you.

"The Board has reconsidered the applicetion of lir. Fondren
but sti1] feels that the issuance of the permit applied for
1ould be incompatible with the public interest since the banks
volveq appear to be engaged in the same class or classes of
Pusinegg and so located as to be in & position to compete sub-
St&ntially, and the facts set forth in Mr. Cline's letter of
Earch 19, 1935, to you, do not appear- sufficient to wnrrant.the
18suance of the permit. Flease inform the applicant accordingly

@dvise the Boerd promptly as to what steps lir. Fondren pro-
Poses to taxe in order to comply with the provisions of the
Cl&y'ton Ac't.

"In Nr. Cline's letter of lMarch 19, 1935, to you, reference

© made to the services of Messrs. Re We VWier, Frank

drews, E, H. Buckner and J. M. Lykes, all of whom, with the
eXception of lr. Buckner, are reported to be serving San

pointo National Banl of Houston and other benks in Houston.

¢ Boarq's files indicate that, with the exception of lir.
Lykes, these individuals were previously granted permits to
22IVe the San Jacinmto Trust Compeny of Houston and other banks;
"4 the schedule of Cleyton Act permits outstending in the
Vaoventh Federal Reserve District submitted with your letter of
» 1935, in response to the request contained in the
8 telegram of March 5, 1935, trans-2225, indicates that
are Permj {5 previously granted to liessrs. Andrews and Buckmer
Hoe low ineffective because the San Jacinto Trust Coypany of
fou3t°n is in liquidation. It appears that the permit hereto-
rere Eranted to Mr. Wier is elso ineffective fo? th? same
& 4son, although his permit is listed as effective 1n_the
?hedule submitted by you. Your further advice in this connec-
T ¥ill be appreciated. o

t is stated in your letter of March 20, 1935, that the
duestion of whether these gentlemen should file new applications
apdi? the Clayton Act will depend upon your final actiOF on the
reg °8tion of kr. Fondren, since the status of the ge?tle@e?
ag oTred to jg exactly similar to that of lir. Fondren. : It is

Swed frop this statement that you feel that the Board's ac-
ifon uPon the applications of Messrs. Wier, Andrews end Lyges,

s 8ubmi‘ted, would be similar to its action upon the applice-
ir. Fondren, in which event you would advise these
of duals accordingly. Ilessrs. VWier, Andrews and Lykes sre,

Course, gt liberty to file epplications for Clayton Act

is a1g
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"Pormig if such permits are necessary covering their present
relationships end the Board will give consideration to such
%PPlicetions, if submitted. The question of the advisability
o filing an epplication, however, is one for the determination
of the individual involved. In this comnection it mey be desir-
able 4o acquaint these individuals with the general policy set
forth in the Board's letter of January 9, 1935, governing the
l8suance of Clayton Act permits. Since liessrs. Wier, Andrew§
8nd Lykes apparently are now serving their respective banks in
lation of the Clayton Act it will be appreciated if you vill
8dvise the Board fully of your action in this matter snd of the

Steps vwhich they propose to teke to comply with the requirements
of the act."

Approved.

Lettors dated April 3, 1935, approved by five members of the
BOa %
T to &Pplicants for Cleyton Act permits edvising respectively
of the =

he ‘Ssuance of permits by the Board as follows:

Er. ialter ¢, Speer, to serve at the same time as an officer of
he Watjongy City Bank of New York, New York, New York, and as
A officer of the International Banking Corporation, Eridgeport,

ConnectiCUts for the period ending Januvary 14, 1936.
iﬁ. Homer 5. Williemson, to serve at the seme time as an officer
a The Netional City Bank of New York, New York, New York, and
yé 81 officer of the City Bank Farmers Trust Company, New York,
W York, for the period ending Jenuary 14, 1936.
23& W: Palmer Wilson, to serve at the same time as a director
a d‘oifich of the Brenton State Dank, Dallas Center, Iowa, as
o O0tOr and officer of the Dallas County State Bank, Adel,
tiwa’ &nd as a director and officer of The Foweshiek County lia-
Onal B& nk

of Grinnell, Grinnell, Iowa, for the period ending
"Mary 14, 1936.

]ﬁi}‘. I{. E.
homa, and
raman

Burks, to serve at the seme time as a director and of-

he First National Bank in Blackwell, Blackwell, Okla-

s a director of The First National Bank of Braman,

» Oklehoma, for the period ending January 14, 193G.

LT

pa ?Ora Goodson, to serve at the seme time es a director of

& g4 irst National Bank in Bleckwell, Bleckwell, Oklahoma, and as

for Iector of The Stillwater National Bank, Stillwater, Oklehoma,
© Period ending January 14, 1936.

Approved.
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There wms then presented the following application for a

Ohan " 3
68 in Stock of a Federal reserve bank:

App13
03 ?atiqn for SURRENDER of Stocks Shares

I"iOo 2

BrS Couni—m
He;FYL°“nuy ITrust Company,
ork, New York 150 150
Approved.
Thereupon the meeting adjourned.
; A s / uﬂh"/
‘ ” Secretary.

Governor.






