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A meeting of the Board of Governors of the Federal Reserve Sys-
o we
S held ip Washington on Friday, April 30, 1937, at 2:30 p. m.

PRESENT: Mr. Szymczak, Chairmen pro tem
Mr. Broderick
Mr. McKee
Mr. Davis

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
[ Mr. Dreibelbis, Assistant General Counsel
! Mr. Cagle, Assistant Chief of the Division
of Exeminations
Mr. Chase, Assistant Counsel

Mr, Szymczak was elected Chairmen pro tem of this meeting.

There was then presented a draft of a letter to the Presidents
F
ederal reserve banks, reading as follows:

8al ;In the letter X-9799 dated January 22, 1937, the Fed-
Wepe aeServe banks, in lieu of the Federal reserve agents,
ben futhorized, through their presidents, to approve on |
Noteg °°f the Board reductions of preferred stock or capital r
the Boardeebentures by State member banks in cases where
a °°ndi:1 § approval of such reduction is required under
Withip thon of membership. Such authorization was granted
lineq i © limitations and subject to the conditions out-

N the Board's letter X-9048 dated December 15, 1934.
authorite Board has had occasion to consider whether such
policy og should be extended, and in furtherance of the
Policig decentralization of administration under general
thopg ys% has decided to, and hereby does, extend the au-
Noteg op g approve reductions of preferred stock or capital
ang X_97999bentures heretofore conferred in letters X-9048
Tequi to cover all cases where the Board's approval
to tpg cred.ugder a condition of membership, subject only
%Piniop zgdltlon that the Federal reserve bank is of the

Soung bat the proposed reduction is justified as a matter

cgmplished&nking policy and that it may be legally ac-

"
Soung %deq“acy of capital, of course, is essential to a
Of an &gnking system, and it is expected that the maintenance
Sideratiequate capital structure will be the primary con-
retire On in passing upon applications for permission to
thy B Preferred stock or capital notes or debentures. In
Olnection the Board wishes to call attention to, and
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n
cz;bemphasize, the views set forth in its letter dated De-

er 13, 1935, X-9293, regarding the general policies which
; andfeel§ should govern the retirement of preferred stock
| strucapltal notes and debentures, whether held by the Recon-
| e ction Finance Corporation or by local investors. How=-
| B T, since the letter in question was written, the Recon-

Tuction Finance Corporation has announced conditions under
rat:h banks may obtain a reduction of 1/2 per cent in the
helq gn the preferred stock or cepital notes or debentures
Xass Y the Reconstruction Finance Corporation. It is
ndttgnized that in some cases you may feel justified in per-

1ng retirements in the minimum amount necessary to allow
1 S %0 obtain the benefit of the reduced rete, whereas
dsp © absence of this consideration you might not be so
Osed.
agent;ASOStated in letter X-9048 to the Federal reserve
Oubt » 1f for any reason a Federal reserve bank is in
“1llinas to the wisdom of the proposed reduction or is un-
author% to approve or disapprove an application under the
tto ty granted herein, the bank's application may be sub-
rent %0 the Board for determination, together with cur-

8 renf°rmation as to the condition of the applying bank,
Othep ason for desiring to effect the reduction and any
Fhone information, including the comments and recommenda-
SistanOf the Federal reserve bank, which may be of as-

"ie ?o the Board in passing upon the application.
of a1y ; 18 requested that the Board be furnished with copies
£ Bhet etters approving on behalf of the Board retirements
"I:rred stock or capital notes or debentures.
hag sk has been noted that, in a few instences, approval
8gent, on €iven by a Federal reserve bank or Federal reserve
Stock on behélf of the Board to a reduction in preferred
Paireq T capital notes or debentures when the bank's unim-
i itg . °&Pital and surplus was not equal to 10 per cent of
futurep081ts° In order that there may be no question in the
reg&rdias to compliance with the condition of membership

arq y.& the Board's approvel for such reductions, the

itg ereby ratifies such approvals previously given on
behalp, n

i T — i

T T

Upon motion by Mr. McKee the letter
Was approved unanimously.

P
Tior to tnis meeting there had been furnished to each member
orth
e

a
e Copy of a memorandum dated April 28, 1937, from Mr.

eihe
bi
S calling attention to a certificate transmitted to the Board
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%Y the Comptroller of the Currency under date of April 27, 1937, pur-
ant £o the provisions of Section 30 of the Banking Act of 1933 and
relating %o continued violations of law and continued unsafe and un-
Soung Practices by T. 0. Morton, President and Director of The Taylor
*“lonal Benk of empbellsville, Kemtucky. Mr. Dreibelbls stated that

ce 88 of the opinion that, on the basis of the facts stated in the
omptr°1ler's certificate, the Board should serve notice on Mr. Morton
° ®Dear ang show cause why he should not be removed from office as
resident and Director of the national bank. Mr. Dreibelbis submitted
" by Memorandum a draft of an order for adoption by the Board and

p°inte
a out certain legal questions requiring consideration in connec-

tiop
N "ith g decision whether the procedure set forth in the order should
i rollOWed.

5 After a discussion of the suggested procedure, during which
8

Mepy
berg of the Board indicated that it met with their approval, Mr.

Drey

bel

L bis Suggested that in adopting an order the Board designate Mr.
0

C.
Baumann, Assistant Counsel, to act as trial exeminer for the

TDog
°® %o be set forth in the order. .
Upon motion by Mr. McKee, the following
order was adopted unanimously, with the un-
derstanding that as promptly as possible a
copy thereof would be served upon Mr. Morton
and the directors of the national bank:

Unite;J. F. T. 0'Connor, Comptroller of the Currency of the

Uregt States, being of the opinion that T. 0. Morton, as a

el] Or and officer of The Taylor National Bank of Camp-
Sville, Kentucky, bas continued to violate laws relating

0
Souzgeh banking association and has continued unsafe or un-

f8go Practices in conducting the business of such banking
®lation after having been warned by the Comptroller of




625

4/30/39

s

"the Currency to discontinue such violations and such un-
Safe or unsound practices; and the said J. ¥. T. O'Connor,
Comptroller of the Currency of the United States, pursuant
Yo the Provisions of section 30 of the Banking Act of 1933,
having duly certified the facts to the Board of Governors
Of the Fedoral Reserve System;
"It is ordered that the said T. O. Morton be notified
Pear before the Board to show cause why he should not be
CNoved from office as & director and officer of said bank
0d that g hearing on such matter as provided by section 30
of the Banking Act of 1933 aforesaid, be held beginning on
the 7th day of June, 1937, at 10 o'clock, in the forenoon,
& the offices of the Board on the premises of the Federal
°Serve Bank of St. Louis, at St. Louis, Missouri.
"It is further ordered that, in accordance with section

% of tne Banking Act of 1933, notice of such hearing be
&lven %o the said T. 0. Morton and to the several directors
oL $he 2614 The Tayior National Bank of Cempbellsviile, Kenw
S:Cky’ by delivering to each of them, as provided in said
afcti°n» & true copy of this order and a true copy of the

oresaid certificate of J. F. T. 0'Connor, Comptroller of

: CurrGHCY, annexed to the seme and made a part of such
Doty ce,

"

is p It is further ordered that John C. Baumann, be and he
°Teby commissioned as an officer of the Board to receive
Of the testimony taken in such hearing and to report the
men: Completely to the Board, including therewith any state-
Copa.. S¥Bument or brief which may be made or filed in ac-
Tance With this order. In such capacity the said John C.
Qgﬁiann Shall preside at such hearing and he shall, with all
the ®nient Speed, take the testimony in this matter and report
as S&me, together with such statements, arguments and briefs
s € made or filed in connection with the matter, to the
duty g Tor its consideration and shall have the powers and
i hereinafter specified.
Quthg 1. He shall preside at the taking of testimony and is
big Tized to adjourn the hearing during the course thereof
chvStime to time as may be necessary for the orderly and
Eient taking of the testimony.
take tz. He shall fix the times and places where he will
ac €Stimony at any adjournments of the hearing, which
% tgs Shall be within the United Stetes, but not necessarily
S Place originally designated in this order.
ence S« He shall receive all testimony admissible in ev?-
eapy under the rules of law applicable to an administrative
1n&dm?g 9f this kind and unless he deems testimony very clearly
S8ible and injurious or confusing to the regular progress
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igf the hearing he shall teke the same and return it with

S Teport so it may receive due consideration. If any
Wuestion of evidence should arise not sufficiently covered
bY.the foregoing instructions he shall, upon application in
"riting by any party at interest adversely affected, irme-
Uately submit the question to the Board for instructions.

"4. He shall at the expense of the Board employ stenog-
TaDhers o take the testimony and transcribe the same and
Otherwise o assist in taking proof and reporting the same.
Three Copies shall be made of all testimony and proceedings,
°f which the original and one copy shall be for the use of

© Board, and one copy shall be delivered to the said T. O.
Mortou

"S. In transmitting the testimony which he has re-
celveq to the Board he shell also transmit for its consider-
tion any argument, brief or statement, made or filed in
somnection iy the matter which it is hereby provided may
ie Made or filed at any time within 20 calendar days follow-
28 the completion of the taking of testimony; provided
gg er, that upon written request made at the completion
t1 the taking of testimony the said T. 0. Morton may, at a

Me $0 be fixed by the Board present oral argument to the

87 at its offices in Washington, District of Columbia.
th "6. Upon the completion of the taeking of testimony,
ase hearing’ for that purpose, shall be closed and except
th nay be otherwise expressly directed by the Board no fur-
ofer Proceedings shall be had other then the making or filing
Ordarguments, briefs, or statements as permitted by this

ST and the consideration and determination of the matter
V the Board.
Se "By order of the Board of Governors of the Federal Re-

Ve System this 30th day of April, A. D. 1937."

Ve, Morrill reviewed for the information of the members of the
he bids
be

section:the monumental staircase, the Constitution Avenue lobby,
&g

received on furniture and furnishings for the Board mem-
Tyt

€ Privege dining rooms in the Board's new building and the dis-

8si
"bs Which hed been had with the two lowest bidders regarding the

mﬁterial Shts

th h they proposed to furnish. Fe said that it was felt
at,

2 ® Tesult of s reconsideration being made by the bidders of the
a3 ;

Erial

Which they will offer, the cost of acceptable furniture and
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hings would not exceed $65,000 and he recoumended that the Person-
nel Co

Mittee be authorized to approve the execution of a contract or

Contyg
°¥8 therefor at not to exceed that figure.

Upon motion by Mr. Broderick, Mr.
Morrill's recommendation was approved
unanimously.

There was also a discussion of the bids received on steel equip-

Nent ¢
0
T the file rooms and steel file cases for various offices in the

n
™ buildin ;
€. It was stated that equipment meeting the requirements

of ty,
e
sPecifications on which the bids were based would cost in the
Telghy,
0 .
by Thood of $26,000, depending on the number of units purchased;
t th
a
b an alternate bid submitted by the Genersl Fireproofing Compeany

ed op A
furnlShing filing equipment from the Generasl Supply Schedule

g
“hted o $16,700.

After a discussion the Personnel Com-
mittee was authorized to determine which
equipment should be purchased.

Mr. Davis submitted the recommendation
of the Personnel Committee that Mr. R. E.
Sherman of El Paso, Texas, be appointed a
director of the El Paso branch of the Fed-
eral Reserve Bank of Dallas for the unexpired
bortion of the three-year term ending Decem-
ber 31, 1939, and moved that the recommenda-
tion be approved.

Carried unanimously.
2 o this point Messrs. Dreibelbis, Cagle and Chese left the meet-
g and
% ‘onsideration wes then given to each of the matters hereinafter

eferred %o

&m &nd the action stated with respect thereto was taken by the
rq.
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The ﬁinutes of the meeting of the Board of Governors of the Fed-
a Reserve System held on April 28, 1937, were approved unanimously.

The minutes of the meeting of the Board of Governors of the Fed-
e Reserve System held on April 29, 1937, were approved and the actions
®¢0rdeq therein were ratified unanimously.

Telegrams to Messrs. Kimball end Strater, Secretaries of the

¥
t:deral Reserve Banks of New York and Cleveland, respectively, stating
: Y'&tthe Board approves the establishment without chenge by the New
r°rk bank oy April 29, 1937, and by the Cleveland bank today, of the
“es of discount end purchase in their existing schedules.
Approved unanimously.

; Letter to wr. Hemilton, President of the Federal Reserve Bank
pe

8ng
88 City, reading as follows:

Boﬁrd"zhis refers to your letter of April 21, advising the
f you hat your directors voted to appoint Mr. D. W. Woolley
oup br eXamination department as an Assistant Cashier of
The Boank’ effective May 1, 1937, without change in salary.
Cashieard approves a salary for Mr. Woolley as Assistant
period?yat his present rate of $4,596 per annum for the
POsq g3 8y 1 to December 31, 1937. Before assuming his new
nat 0n°n, Mr. Woolley should, of course, submit his resig-
88 Alternate Assistant Federal Reserve Agent."

Approved unanimously.

Letter to Mr. Rounds, Vice President of the Federal Reserve Bank

0
5 ew Ybrk

» Teading as follows:

"

1ng thReference is made to your letter of April 23 request-

fsgy © Board's approval of the continuation of the temporary
€ment of the following employees to the positions in-

dieg
teq Without reduction in their salaries, which are in




629

4/%0/3n £ {

n
®Xcess of the maximums provided for the positions occupied:

Position Form A Present
. Neme occupied Maximum salary
°hn Snyder Sorting and Listing
Clerk, Gov't. Check

¥ Section $1, 600 $1,620
Tenklin Knezek Page and Office Boy,
Foreign Information
Div. 1,200 1,260

"It is understood that, due to the approval of the re-
Personnel classification plan of your bank by the Board
classill 21, the position occupied by Mr. Snyder is now
s thfied as 'Junior Clerk - B', maximum salary - $1,600,
Pieq at the position occupied by Mr. Knezek is now classi-
ingl as 'Messenger - A', maximum salary - $1,200. Accord-
8831y’ the Board approves the continuation of the temporary
Clerinment of Mr. John Snyder to the position of Junior
of § = B, Govermnment Check Segtion, at his present salary
Proviészo per annum, which is $20 in excess of the maximum
monty, ed for this position, for & further period of six

on S from April 16, 1937, and also approves the continua-
the of tpe temporary assigmment of Mr. Franklin Knezek to
at Position of Messenger - A, Foreign Informetion Division,
S Present salary of $1,260 per annum, which is $60 in
S of the maximum provided for this position, for a
her period of six months from April 28, 1937."

Viseq
on Ap

SXceg

Approved unanimously.

D Memorandum dated April 28, 1937, from Mr. Smead, Chief of the
1Visi°n ot

V. Bank Operations, submitting a letter dated April 17 from

' Valq
. ®N, First Vice President of the Federal Reserve Bank of Rich-
ng

» Wh
iy ich requested approval by the Board of changes in the person-

hmn:h::Sification plans of the bank end its Baltimore and Charlotte
o o t: Provide for the creation of the new position of "Assistant
salary &l" 4n the Legal Department at the head office with a maximum

i $3:600, and for a change in the title of the position "Tele-

Ope
Tatorn 4o "Teletype Operator™ at the head office and branches
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e decrease in the maximum salary for the position to §1,500 per
A, The memorandum stated that Mr. Wyatt, General Counsel, had ad-
Viseq that there appeared to be no objection to the creation at the
Richmond bank of the position of "Assistant to Counsel"™ and recommended
b the Proposed changes be approved.
Approved unanimously.
Letter to Mp. Sargent, Vice President of the Federal Reserve

°f San Francisco, reading as follows:

f

ing ag
Or oth

This refers to your letter of March 30, 1957, request-
Vice as to whether the Board has any objections, legal
€rwise, to Mr. L. B. Armstrong, sn examiner for your
g, Obtaining a loan from the Occidental Life Insurance
inﬁpany to refinance a reasl estate loan now held by private
5 1viduals. In raising the question as to whether there
Bta:ny Objection to obtaining the loan, Mr. Armstrong
®8 that, according to his understanding, the Occidental
€ Insurance Company is a wholly owned affiliate of Trans-
a:rica Corporation, and through that corporation is affil-
ed‘With the Bank of America National Trust & Savings
beioilation, and the Central Bank of Oaskland, a state mem-
Teco ank, According to the information in the Board's
Ownerds' however, the life insurance company is a wholly
Subsidiary of Trensemerica General Corporation, which
pOrZ:rn is a wholly owned subsidiary of Transamerica Cor-
8 10n, end in this respect occupies the same status in
Why 8roup as Capital Company and California Lands, Inc.,
°h the Board has previously held were not affiliates of
Of America National Trust & Savings Associetion by
ﬂ of stock ownership.
Pest _The only legal provisions of the Federal Reserve Act
Sect?lcting loans to examiners, as such, are contained in
the ‘on 22(a), and in view of the explicit provisions of
Oce 280tion, it would appear that a loan obteined from the
tioy —ntal Life Insurance Company would not be a viola-
of such section, even though the insurance company

I‘eaSO

Were

hapg ctuelly en affiliate of a member bank. On the other
Xng) the Board stated in a letter dated April 29, 1933,
evgy >? that it felt that members of the staffs of the Fed-
shoulreSerVe agents engaged in audits and examinations

refrain from incurring any indebtedness, directly

d
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"or indirectly, to member banks, their subsidiaries, or af-
8tes, or otherwise placing themselves in any position
“hich might result in questions being raised as to the in-
tependence of their judgment or their disinterestedness in
he discharge of their responsibilities with respect to such
ks under the Federal Reserve Act.
%o % "It seems clear that while there is no legel objection
S he loan, there is & question as to whether the obtain-
n@ of such a loan would be consonant with the views expressed
Yhe Board's letter of April 29, 1933 (X-7425). However,
th: foard suggests that your bank consider the question in
di ight of all the facts and circumstances involved end
of 5033 of the matter in its discretion. Your disposition
€ matter will be satisfactory to the Board."

Approved unanimously.

. Letter to Remington Rand, Inc., Washington, D. C., reading as
ollows .

of t "You are hereby notified that the Board of Governors
e

28, 193F8d6r31 Reserve System accepts your bid dated April
ive g 7y in the smount of five thousand six hundred seventy-
inVita:llars ($5,675.00), subtmitted pursuant to the Board's
log ion for bids dated April 20, 1937, for the comstruc-

: delivery and placing of steel shelving and furniture
in b building now being constructed for the Board in Wash-
8t0n, D. C.
corda;Please deliver to the Board a performence bond in ac-
fop bigz With the requirements set forth in the invitation

"
catyg Flease acknowledge receipt of this letter of notifi-
U on the attached carbon copy hereof."

Approved unanimously.

L
foyy ®Y%er to Harry Alexander, Inc., Washimgton, D. C., reading as
QWS :

"
of theYbu are hereby notified that the Board of Governors
27, 193 e§eral Reserve System accepts your bid dated April
ninety_filn the sum of Seventeen thousand three hundred
arq g Ve dollars ($17,395.00) submitted pursuant to the
ing A invitation for bids dated April 21, 1937, includ-

Pugp bzndment No. 1 thereto, for furnishing and installing

SYStem ton, buzzer and ennunciator system and telephone
BOard'i°utlets in the building being constructed for the
n ‘n

'‘ashington, D. C.
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S "The Board does not require either of the alternates
ered by your bid, and the Board does not increase or de-
Cregge the

{1y quantity of any article pursuant to Sec. 9 of the

itation for bids.

basm "Please deliver to the Board a performance bond and a
Seut bond in accordance with the requirements conteined
e:. S of the invitation for bids.

olo Please acknowledge receipt of this letter on the in-
Sed copy hereof."

Approved unanimously.

Letter to the DeLuxe Metal Furniture Co., Warren, Pennsylvania,

Tg
ading @8 follows:

1ette"F°r your information there is inclosed a copy of a
T dated April 30, 1937, accepting your bid for deliver-
beiéém°Ving and installing steel shelving in the building
let BTCODStruc?ed for the Board in Washington, D. C. The
°eiptedw?s delivered to your Washington Office and was re-
of ty Or on April 30, 1937, as is indicated on the bottom
® inclosed copy."

Approved unanimously.

Thereupon the meeting adjourned.

Appro'md. #1l

Chai rgrart” pro
7y

tem.”
2

(






