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tt A meeting of the Board of Governors of the Federal Reserve Sys-

tem was held in Washington on Thursday, April 2, 1936, at 11:30 a. m.

PRESENT: Mr. Broderick, Chairman pro tern
Mr. Szymczak
Mr. McKee
Mr. Ransom

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

Consideration was given to each of the matters hereinafter re-

ferred to and the action stated with respect thereto was taken by the

Board:

Telegram to Mr. Sargent, Secretary of the Federal Reserve Bank

of San Francisco, stating that the Board approves the establishment

Without change by the bank today of the rates of discount and purchase

in its existing schedule.

Approved unanimously.

Memorandum dated March 31, 1936, from Mr. Goldenweiser, Direc-

tor of the Division of Research and Statistics, recommending the ap-

Pointment of Robert Hiley Jones as a messenger, with salary at the

rate of 0340 per annum, effective as of the date upon which he enters

Upon the performance of his duties after having satisfactorily passed

the usual physical examination. The memorandum also recommended that

Jones be assigned to the messenger pool in the Shoreham Building and

that messenger Raymond Van Brakle be transferred from the messenger

Pool to the Division of Research and Statistics.

Approved unanimously.
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Telegram to Mr. Peyton, President of the Federal Reserve Bank

of Minneapolis, reading as follows:

era'

"Referring your March 23, letter, Board interposes

no objection to payment of six months' salary, either in

a lump sum or in six monthly installments, to Mr. Harry

C. Jones involuntarily separated from service on March 10,

1936."

Approved unanimously.

Letter to Mr. Young, Assistant Federal Reserve Agent at the Fed-

Reserve Bank of Chicago, reading as follows:

"Reference is made to your letter of March 26, 1936,

transmitting with a favorable recommendation the applica-

tion of 'The Farmers State Bank of Alto', Alto, Michigan,

for permission under the provisions of condition of member-

ship numbered 1 to operate an industrial loan department.

It is understood that the State Banking Department has is-

sued a formal certificate of authority permitting the estab-

lishment of such a department. Condition of membership numbered

1 reads as follows:
1. Except with the permission of the Federal Re-

serve Board, such bank shall not cause or per-

mit any change to be made in the general char-

acter of its business or in the scope of the

corporate powers exercised by it at the time of

admission to membership.

"It has been noted that your office is of the opinion that

the operation of an industrial loan department will not change

the general character of the bank's business, and in view of

the circumstances the Board will interpose no objection to the

operation by The Farmers State Bank of Alto of an industrial

loan department. Please advice the bank accordingly."

Approved unanimously.

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

serve Bank of Philadelphia, reading as follows:

"This refers to your letter of February 24, 1936, with

further reference to Mr. Hill's letter of January 7, 1936,
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"and the Board's letter of February 20, 1936, regarding a
loan made by The First National Bank in Bedford, Bedford,
Pennsylvania, to its president, Mr. Maurice M. Cohn, subse-

quent to the enactment of the Banking Act of 1966, but prior

to the enactment of the Banking Act of 1965. You request

to be advised whether such a loan may be extended or renewed
by the member bank in the event the Department of Justice

should determine that Mr. Cohn was not an executive officer

of the bank within the meaning of section 22(g) of the Fed-

eral Reserve Act at the time the loan was made.

"It does not appear that the loan in question has been

reported to the Attorney General of the United States as a

possible violation of the criminal provisions of section

22(g) of the Federal Reserve Act as they existed prior to

August 23, 1935, the date of the Banking Act of 1965; and

the Department of Justice has, therefore, not had occasion

to determine whether Mr. Cohn was an executive officer of
the member bank at the time such loan was made.

"However, in the event that the Department of Justice

should determine that Mr. Cohn was not an executive officer
of the member bank at the time the loan in question was made,

such loan may be renewed or extended without limitation as
to time, since the renewal or extension of a loan is not re-

garded by the Board as a loan or extension of credit within
the meaning of the prohibitions of section 22(g) or the

Board's Regulation 0, and the provisions of law relating to

the renewal or extension of loans for periods expiring not

later than June 16, 1938 apply only to loans or extensions
of credit made prior to June 16, 1933. In this connection,
your attention is invited to the Board's letter to the Comp-

troller of the Currency dated March 20, 1936 (X-9527), a

copy of which is inclosed.
"Since the matter involves a national bank, a copy of

your letter of February 24, 1936, together with a copy of

this letter, is being transmitted to the Comptroller of the

Currency for such action as he considers advisable."

Approved unanimously.

Letter to Mr. Leo T. Crowley, Chairman, Federal Deposit Insurance

Corporation, reading as follows:

"The Board's Division of Security Loans mailed to you
on March 25 without a covering letter several mimeographed

copies of the new Regulation U and supplement thereto issued
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"by the Board of Governors of the Federal Reserve System on

that date to become effective May 1, 1936.

"Enclosed are twelve printed copies of Regulation U

and the supplement thereto.
"The Board of Governors appreciates your letter to

Chairman Eccles of February 10 commenting upon the January

10 draft of Regulation U, the careful attention given to

that draft by the staff of the Federal Deposit Insurance

Corporation, and the offer made in your letter to assist

in notifying the insured nonmember banks of the provisions

of the regulation and to aid the Board in carrying out the

purposes sought to be accomplished by Regulation U.

"The Board has instructed the Federal Reserve Agents

to distribute copies of Regulation U and the supplement

thereto to all banks in their districts. The Board would

be very glad, however, to have you bring the provisions of

the regulation to the attention of all insured non-member

banks.
"In connection with your offer of the facilities of

your Corporation to assist in carrying out the purposes to

be accomplished by Regulation U, it may be desirable within

a short time for members of the Boards staff to confer with

members of the Corporation's staff regarding this matter."

Approved unanimously.

Letter to Mr. Leach, President of the Federal Reserve Bank of

Richmond, reading as follows:

"Under date of February 26th the Board received a let-

ter from Mr. M. G. Wallace, counsel, with respect to a pre-

vious ruling of the Board regarding the employment of counsel

in matters in which it is likely that the fee of such counsel

will amount to more than $1,000.

"Mr. Wallace points out that from time to time cases

arise of such a nature that it cannot be said in advance

what services will be necessary and consequently where the

likelihood of the fee exceeding $1,000 is dependent entirely

upon the development of the case after the time of the

original employment. In such cases Mr. Wallace advises that

his practice heretofore has been to employ associate counsel

where necessary but has asked them to agree that their fees

will be subject to the review of the Board of Governors of

the Federal Reserve System if the Board wishes to review them.

"The Board has considered Mr. Wallace's letter and has

decided that in cases where there is a possibility that the
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"entire fee may exceed 0_0000 but where the initial fee does
not exceed such sum and where there is reasonable expecta-

tion that the case will be disposed of without the necessity

of the payment of an additional fee, Federal Reserve banks,

without the necessity or submitting the matter to the Board,
may employ special counsel subject to the following condi-

tions:
1. That an agreement be obtained from such

special counsel that the fee will be subject to

final review and approval by the Board; and

2. That such Federal Reserve bank, before

paying any fee, which together with fees already

paid, would exceed $1,000, submit the same to and

obtain the approval of the Board.
"Mr. Wallace's letter refers particularly to the case

of The Edwin Bennett Pottery Company and states that the

lawyers he has asked to represent the bank temporarily are

Messrs. Hinkley, Hiskey and Berger of Baltimore, Maryland.

"In connection with this case you are advised that the

Board of Governors of the Federal Heserve System approves

the employment of Messrs. Hinkley, Hiskey and Berger subject

to the aforementioned conditions."

Approved unanimously, with the under-

standing that Counsel would prepare a letter

to all Federal reserve banks advisinE, of the

Board's action in the matter.

Letter to the George A. Fuller Company, Washington, D. C., read-

ing as follows:

"Reference is made to Mr. Pugh's letter of March 28

submitting for the consideration of the Board Erik Jannson,

Inc., Philadelphia, Pennsylvania, as a proposed subcontrac-

tor for work on the new building.

"I am authorized by the Board to advise you in accord-

ance with Article 61 of the construction contract that the

above-named firm is not objectionable to the Board for the

purposes stated in your letter." (Mill and cabinet work)

Approved unanimously, the sub-contrac-

tor referred to having been approved by the

Board's architect, the Board's superintendent

of construction, and Mr. Miller.

Letter to the George A. Fuller Company, Washington, D. C., read-
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"Reference is made to Vice President Distler's letter

of March 24 submitting the General Bronze Corporation,

Long Island City, New York, as proposed subcontractor for

work on the new building of the Board of Governors.

"I am authorized by the Board to advise you in accord-

ance with Article 31 of the construction contract that the

above-named firm is not objectionable to the Board for the

purposes stated in your letter." (Light and Ornamental Iron

and Bronze Work, Metal Window Frames and Sash Caulking,

Flagpole and Venetian Blind Pockets.)

Approved unanimously, the sub-con-

tractor referred to having been approved

by the Board's architect, the Board's

superintendent of construction, and Mr.

Miller.

Letter to the George A. Fuller Company, Washington, D. C., read-

as follows:

"Receipt is acknowledged of Vice President Distler's

letter of larch 26 submitting the Westinghouse Electric

Elevator Company, of Philadelphia, Pennsylvania, for con-

sideration by the Board as proposed subcontractor for the

elevators in the new building.
"I am authorized by the Board to advise you in ac-

cordance with Article 31 of the construction contract that

the Westinghouse Electric Elevator Company is not objection-

able to the Board for the purposes stated in your letter."

Approved unanimously, the sub-con-

tractor referred to having been approved

by the Board's architect, the Board's su-
perintendent of construction and Mr. Miller.

Letter to Mr. Sargent, Assistant Federal Reserve Agent at the Fed-

Reserve Bank of San Francisco, reading as follows:

"Reference is made to your letter of March 16, 1936,

and to the previous correspondence with regard to the ques-

tion whether Mr. R. W. Kinney may lawfully continue to serve

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



731

4/2/36 -7-

"as a director of the Central Bank of Oakland, Oakland,

California, and as a director of the Crocker First National

Bank of San Francisco, San Francisco, California. The

answer to this question depends upon whether or not Oakland

and San Francisco are 'adjacent' within the meaning of the

Clayton Act.
"It appears that Oakland, with a population of approxi-

mately 285,000, is located across the Bay of San Francisco

about six or seven miles from San Francisco, which has a

population of about 630,000. At present, transportation

between the two cities is by ferry, and a bridge is under

construction which will probably be completed in 1937. It

is a fairly common practice for Individuals to reside in

Oakland while engaged in business in San Francisco; and

certain San Francisco banks operate numerous branches in

Oakland.
"When the Board recently had occasion to consider this

question, it advised you that in its opinion the two cities

were 'adjacent'. However, the question appears to be an

extremely close one, depending upon the application of the

words of the statute and the definition contained in Regula-

tion L to the facts of the particular case; and although in

your letter of November 5, 1935, you expressed the view

that the two cities might properly be considered to be adja-

cent, you subsequently suggested that it was a close ques-

tion and should be given further consideration.

"An examination of the Board's files discloses that

in several instances in the past permits have been granted

cgvering banks located in Oakland and San Francisco, and it

appears that consideration may properly be given to this

fact, since such permits were granted on the ground that

the banks involved were not in substantial competition and

since in its letter of October 111 1935 (X-9341) the Board

stated that in any case in which there is doubt as to the

applicability of the term 'adjacent' consideration may

properly be given to the question whether there is any sub-

stantial conflict of competitive interest between the banks

in one city and the banks in the other.

"Accordingly, after the most careful consideration, in

the light of these circumstances, the Board has decided that

Oakland and San Francisco should not be considered to be

'adjacent' within the meaning of section 8 of the Clayton

Act, with the result that Mr. Kinney may lawfully continue

to serve the Central Bank of Oakland and the Crocker First

National Bank of San Francisco. Of course, this ruling

would be equally applicable to any other individual who might,

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



732

4/2/36 -8-

"in the future, serve a bank in Oakland and a bank in San

Francisco neither of which has a branch in the other city.

"In view of the closeness of the question on the basis
of the facts which have been brought to the attention of the

Board and in view of the fact that the situation may, of

course, change in the future, as a result of the completion

of the bridge now under construction between the two cities

or other developments, it is possible that the Board will

reconsider this ruling at some future date if it should

find that the facts make such reconsideration desirable,

and it is suggested that you advise Mr. Kinney accordingly

when you advise him of the ruling contained in this letter."

Approved:

Approved unanimously.

Thereupon the meeting adjourned.

441,4,1 , A—)

Chairman pro tem.

Secretary.
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