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A meeting of the Executive Committee of the Board of Governors

Federal Reserve System was held in Washington on Saturday, Sep-

tember 21, 1935, at 11:00 a. m.

PRESENT: Mr. Hamlin, presiding
Mr. James
Mr. Szymczak

Mr. Betheaj Assistant Secretary

The Committee acted upon the following matters:

Telegram to Mr. Fry, Assistant Federal Reserve Agent at the

Federal Reserve Bank of Richmond, reading as follows:

i"Your telegram. Board approves for your bank rate
of 21% per annum on advances to member banks under section
10(b) of Federal Reserve Act as amended by Banking Act of
1935, effective September 23, 1935."

Approved unanimously.

Letter to the Federal Deposit Insurance Corporation, reading as

follows:

"Pursuant to the provisions of section 12B of the
Federal Reserve Act, as amended, the Board of Governors
of the Federal Reserve System hereby certifies that the
'American Bank of Carlsbad', Carlsbad, New Mexico, became
a member of the Federal Reserve System on September 18,
1935, and is now a member of the System. The Board of
Governors of the Federal Reserve System further hereby
certifies that, in connection with the admission of such
bank to membership in the Federal Reserve System, consid-
eration was given to the following factors enumerated in
subsection (g) of section 12B of the Federal Reserve Act:

1. The financial history and condition of the bank,
2. The adequacy of its capital structure,
5. Its future earnings prospects,
4. The general character of its management,
5. The convenience and needs of the community

to be served by the bank, and
6. Whether or not its corporate powers are con-

sistent with the purposes of section 12B
of the Federal Reserve Act.

"There is attached for your information a memorandum
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"prepared by the Federal Reserve Agent at the Federal Re-
serve Bank of Dallas in connection with the bank's appli-
cation for membership in the System."

Approved unanimously.

Letter to "The Lebanon-Citizens National Bank", Lebanon, Ohio,

reading as follows:

"This refers to the resolution adopted on March 22,
1933, by the board of directors of your bank signifying
the bank's desire to surrender its right to exercise trust
Powers which have been granted to it by the Board of Gov-
ernors of the Federal Reserve System.

"The Board of Governors understands that your bank
has been discharged or otherwise properly relieved in ac-
cordance with the law of all of its duties as fiduciary.
The, Board, therefore, has issued a formal certificate to
Your bank certifying that it is no longer authorized to
exercise any of the fiduciary powers covered by the pro-
visions of section 11(k) of the Federal Reserve Act, as
amended. This certificate is inclosed herewith.

"In this connection, your attention is called to the
fact that, under the provisions of section 11(k) of the
Federal Reserve Act, as amended, when such a certificate
has been issued by the Board of Governors of the Federal
Reserve ystem to a national bank, such bank (1) shall no
longer be subject to the provisions of section 11(k) of
the Federal Reserve Act or the regulations of the Board of
Governors of the Federal Reserve System made pursuant there-
to, ( 2) shp11 be entitled to have returned to it any securi-
ties which it may have deposited with the State or similar
authorities for the protection of private or court trusts,
and (3) shP31 not exercise any of the powers covered by
section 11(k) of the Federal Reserve Act except with the per-
mission of the Board of Governors of the Federal Reserve
System.

"It will be noted that the inclosed certificate which
the undersigned has executed bears the seal containing the

1.nscription 'Federal Reserve Board', while the certificate
itself contains reference to the Board of Governors of the
Federal Reserve System. The name of the Federal Reserve
Board was changed to the Board of Governors of the Federal
Reserve System by the provisions of section 203(a) of the
Banking Act of 19350 approved August 23, 1955; however,
until the adoption of a new seal the Board will continue to
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"use the old seal as its official seal."

Approved unanimously.

Telegram to Mr. Fletcher, Acting Federal Reserve Agent at the

Federal Reserve Bank of Cleveland, authorizing him to issue a limited

7°ting Permit to "The Union Trust Company of Pittsburgh", Pittsburgh,

Pennsylvania, entitling such organization to vote the stock which it

°17ns or controls of the "City Deposit Bank and Trust Company of Pitts-

burgh", Pittsburgh, Pennsylvania, at any time prior to November 15,

1935: to act upon a proposal providing for the assumption of the de-

posit liabilities of City Deposit Bank and Trust Company of Pittsburgh

by, and the transfer of assets of such bank to, The Union Trust Com-

pany of Pittsburgh and to take such further action as shall be necessary

to 
effect such assumption of liabilities and transfer of assets, pro-

vided that all action taken shall be in accordance with a plan approved

by the appropriate supervisory authorities and satisfactory to the

Federal Reserve Agent at the Federal Reserve Bank of Cleveland. The

telegram stated that the Board would interpose no objection to the

Proposed absorption under the conditions of membership applicable to

The Union Trust Company of Pittsburgh, provided counsel for the Federal

Reserve Bank of Cleveland is satisfied with the legal aspects involved

4nd that the absorption will not result in any change in the corporate

eletence of The Union Trust Company of Pittsburgh which will affect

its 
status as a member bank.

Approved unanimously.
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Letter to Honorable Henrik Shipstead, United States Senate, read-

ing as follows:

"Reference is made to your letter of July 22 regard-
ing the application of the City Market Company, Duluth, to
the Federal Reserve Bank of Minneapolis for an industrial
loan under the terms of Section 13b of the Federal Reserve
Act. This matter has had careful consideration by the Board
and in the course of a recent visit which Mr. Szymczak
made to Minneapolis he discussed it with the officers of
the Reserve bank.

"You stated in your letter that the Board having
granted blanket authority to the various Federal Reserve
banks to carry out the intention of Congress, it seems to
you that the responsibility rests with the Board to see
that the Act of Congress is administered by the Federal Re-
serve banks without discrimination. You also stated that
Your correspondent, Mr. M. J. Ward, claims that the Federal
Reserve Bank of Minneapolis made a 'loan to the Piggly
Wiggly store in Duluth secured by the very kind of collateral
Which they are refusing to honor in our case'. Mr. Ward
first mentioned this matter of discrimination in a letter of
June 13 to Mr. Szymczak. At that time he said, 'In this con-
nection we are advised by our client that the local Piggly
Wiggly store at Duluth, operated by a Mr. Strasser, has very
recently received a loan from the Federal Reserve Bank at
Minneapolis in the amount of approximately 440,000, which
loan was secured, as we are advised, solely by chattel
mortgage on the fixtures and equipment in the applicant's
store in Duluth'.

"In view of the fact, as stated in the Board's letter
to Mi. Ward, a copy of which is inclosed, that it is a vio-
lation of confidence and obviously improper to discuss with
one applicant the terms and conditions connected with a loan
to another applicant, we took no cognizance of this point in
our earlier correspondence with Mr. Ward. Mr. Ward appar-
ently did not appreciate the reason for this reticence, for
in his letter to you of July 18 he asked you to note that the
Board's letter 'stays far away from the matter of the local
bank making a loan to the Piggly Wiggly store in Duluth se-
cured by the very kind of collateral which they are refusing
tO honor in our case'.

"While the Board takes up every complaint as to the ac-
1O n of Reserve banks on applications for loans, if after in-
vestigation it is convinced that the bank has acted in ac-
cordance with its best judgment, it does not, as you can
readily appreciate, attempt itself to dictate to the Federal
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"Reserve bank the terms and conditions under which a given
loan may be made. In this particular case it appears that
the bank felt that the prospects of repayment of a loan de-

sired by the applicant were not favorable. Nevertheless, in

keeping with the policy of interpreting the law as liberally
as possible for the borrower, the bank expressed its willing-
ness to make the loan provided it were secured to the bank's

satisfaction. There is inclosed a copy of a letter of Sep-

tember 13 in which the Federal Reserve Bank of Minneapolis
has called the attention of the applicant to the fact that
the terms upon which the bank was willing to make the loan
are still open.

"It should be pointed out that, since Mr. Ward felt that
Mr. Peyton, Chairman of the Board of the Federal Reserve
Bank of Minneapolis and Federal Reserve Agent, was personally

prejudiced against his client, Mr. Persha of the City Market
Company, and had influenced the bank adversely against his

application, Mr. Peyton withdrew from consideration of the

aPplication, which has since been handled by the other mem-
bers of the bank's Executive Committee.

"As stated in our letter to Mr. Ward, the Board believes
that the conditions under which the loan was rejected were
reached after full consideration of the factors involved and
that there was a sincere attempt on the part of the Federal

Reserve bank to administer the Act of Congress in the best

interests of the district which it serves and without dis-

crimination."

Approved unanimously, together with a

letter to Mr. M. J. Ward, Minneapolis, Min-

nesota, also approved unanimously, and read-

ing as follows:

"Receipt is acknowledged of your letter of September 12,

to Mr. Szymczak in connection with the application of the City

Market Company, Duluth, Minnesota, to the Federal Reserve Bank
of Minneapolis for a loan under the terms of Section 16b
of the Federal Reserve Act.

"According to a letter the Board has received from Gover-

nor Geery, the Federal Reserve bank has written to Mr. David

Persha of the City Market Company, Duluth, to the effect

that he had been assured that the bank would make him a Ionia

for :',,30,000 against warehouse receipts with a 25 percent mar-

gin, such warehouse receipts to be issued by an independent,

bonded warehouseman, acceptable to the Federal Reserve bank,

Provided his statement that he could get the same accommo-

dation from his local banks did not materialize.
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"It is noted that in your letter you say that your client
has asked that we consider his application now in the light
of a request for :140,000 instead of $60,000. As was stated
in our letter of July 15, applications are not passed upon by
the Board, but are acted upon by the Federal Reserve banks,
which have final authority to approve or disapprove them.

"In your letter you also state that you have never re-
ceived a satisfactory answer as to why your client is not en-
titled to the same service as the Piggly Wiggly store at
Duluth, and why he should be discriminated against.

"The Board feels that it would be a violation of confi-
dence and obviously improper for the terms and conditions con-
nected with a loan to one applicant to be discussed with
another applicant. The factors taken into consideration by
a Federal Reserve bank in determining whether any given loan
Should be made and on what terms are, of course, numerous;
they include judgment as to the ability of the management,
the security offered and the likelihood of the loan being
repaid from the profits of the business. These factors will
never be the same in any two cases. Each application has to
be judged by the bank on its own merits and not by analogy.

"After a review of the Federal Reserve bank's handling
of the case of your client, the Board believes that the bank
has based its action on full consideration of the factors
Involved, and that it has made a sincere effort to administer
the law in the best interests of the district it serves."

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

Serve Bank of Minneapolis, reading as follows:

"Receipt is acknowledged of your letter of September
13) 1935, requesting advice as to whether there would be
any objection on the part of the Board to a distribution of
copies of the 'Handbook for Trust Examiners' which has been
Prepared under your direction to trust officers of trust
institutions.

"It was not contemplated, as you know, that the hand-
book, which was designed merely for the information and
assistance of examiners, would be distributed generally to
institutions exercising trust powers. However, the Board
has no objection to a limited distribution of the hand-
book to individual trust officers who may request it, pro-
vided that in making distribution thereof the specific
attention of the trust officer is called to the fact that
the book was not prepared with the view of having it used
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IIas a manual covering the administration of trusts."

Approved unanimously.

Letter to Mr. Curtiss, Federal Reserve Agent at the Federal Re-

serve Bank of Boston, reading as follows:

"This refers to your letter dated September 12, 1955
in which you suggested that it might be desirable for the
Board to obtain a ruling from the Securities and Exchange
Commission and the Federal Power Commission, respectively,
as to the applicability of section 17(c) of the Public
Utility Act of 1935 and section 305(b) of the Federal Power
Act, as amended, to officers, directors, appointees or rep-
resentatives of Federal Reserve banks.

"The Securities and Exchange Commission and the Fed-
eral Power Commission have advised that no regulations
have as yet been issued under the two sections of the law
above referred to. We have requested copies of any regula-
tions which might have a bearing on the above sections as
soon as they are issued. In view of the fact that section
17(c) of the Public Utility Act of 1935 will not become
effective until August 26, 1956, it is felt that it would
be advisable to defer further consideration of the question
whether a ruling should be requested from the Securities
and Exchange Commission on this subject pending the issu-
ance of regulations with regard to this section of the
law.

"It is also felt that further consideration of the
question whether a ruling should be requested from the
Federal Power Commission should likewise be deferred pend-
ing the issuance of regulations with regard to section
305(b) of the Federal Power Act, unless there are direc-
tors of your bank who may wish to file application as pro-
vided in that section within sixty days after August 26,

1935. If there are any such cases, it is requested that
You advise the Board fully concerning the facts thereof
as a basis for further consideration of the question
Whether a request for an interpretation from the Federal
Power Commission on this point should be made."

Approved unanimously.
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Thereupon the meeting adjourned.

Acting Chairman, Executive Committee.

Assistant Secretary.
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