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A meeting of the Board of Governors of the Federal Reserve

Ystan
W88 held in Washington on Thursday, November 4, 1937, at 10:30

& m,
PRESENT: Mr. Eccles, Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the
Chairman
Mr. Wyatt, General Counsel
Mr. Paulger, Chief of the Division of
Examinations :
Mr. Parry, Chief of the Division of
Security Loans
Mr. Dreibelbis, Assistant General Counsel
Mr. Wingfield, Assistant General Counsel
Mr. Leonard, Assistant Chief of the
Division of Examinations
Mr. Sloan, Federal Reserve Examiner
2 . Uz, Szymezak stated that replies to the Board's letter of July
) 937
ten81 » With Trespect to the proposed revision of Regulation T, Ex-
on

g Maintenance of Credit by Brokers, Dealers, and Members of

&tio
8L Ssouyicq
Yoy Gcuritieg Exchanges, had been received from all Federal re-

*b
Ankg.
by th S; that a draft of the revised regulation was being prepared
® Diy !
stﬁrf i of Security Loans for consideration by the senior

Earl
e"ﬁti ¥ next week; that a revised draft would be ready for consid-
On

b
g - Y the Boarg about the middle of the month; that consideration

en
e given to the question of the desirability of giving the

New YOrk :

tock Exchange an opportunity to present any views that it
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Wght y
ave; and that it would be desirable if the revised regulation
foulq y
® adopteq before the end of the month with a view to making the
Toguy
ati
on effective as of January 1, 1938, in order that interested

Ders‘)n
8
Might have at least a month within which to become acquainted
Wity

Ty

the ;
Provisions of the new regulation before it is made effective.

)
eubers of the Board a h d
by ard expressed agreement with the program outline
i, Szmczak,

At thig point Mr. Parry left the meeting.

T
» here was presented a memorandum dated September 13, 1937,
Tom My

* Leonarg calling attention to copies of correspondence be-

the

0 th

% S Pederal Reserve Bank of Kansas City and the President of
8 F&mers Sta

oy te Bank, Wallace, Nebraska, in connection with the State
]

8 u
" PPlication for membership in the Federal Reserve System. The
tep
ag
Stay dresseq by the Federal reserve bank to the President of the
- %0 under date of July 24, 1937, stated that, while the appli-
b

Ak wag g
insti n satisfactory condition with good management, the
t

Ut g

b % was located in an over-banked commnity and in a rather
T

i1

e 02 ang grazing territory and that, because of the many ele-
S agy
8

t Tse to its continued successful operation, the administra-

Ve
connnittee f o 2
“mli of the Federal reserve bank had decided that if the
eatio
n

the Were submitted to the Board of Governors it would be with

r

e eolmn
lagy ®hdation of the reserve bank that it be not granted. The
&

I‘st
a
ed that it was thought unlikely that the Board of Governors
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"oulq 8¢t favorably on the application for membership without a favor-
e recomﬂlendation from the reserve bank's administrative committee
ﬂihough final action on the application was in the hands of the Board
her than the Federal reserve bank. The letter requested that the
*Plloant by advise the reserve bank whether it wished to withdraw

ap
Plication or whether the reserve bank should send it to the

BOﬁrd
0
£ Governors for consideration. In response to this letter the

ide
Bt Of the applicant benk advised the Federal reserve bank under

atg of
; August 1) that the application for membership should be can-
Sleq,

The £i1e had been circulated among the members of the Board
Cong

ideration of the question whether the case had been handled
8ceop

dance with the System policy of encouraging membership.

After discussion, during which the
Suggestion was made that the Federal Re-
Sserve banks should be instructed in situa-
tions of this kind to send the application
for membership to the Board for considera-
tion before any opinion is expressed by the
Teserve bank to the applicant bank, the
Division of Examinations was requested to
Prepare for consideration by the Board a
draft of letter to the Federal reserve
banks along the lines of this suggestion,
and it was understood that Messrs. Davis
and Paulger, when they are in Kansas City
next week, would discuss the application
of the Farmers State Bank, Wallace, Nebraska,
with President Hamilton.

frg Reference was made to a memorandum dated November 3, 1937,
" the Divi

ny, S8lon of Examinations with respect to the preliminary ap-

taty,
On
for membership in the Federal Reserve System made on behalf
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:r'whﬁrhﬂon Bank of Commerce Company", Cleveland, Ohio, a new bank
L °Tgenized in accordance with a plan for reorganizing the affairs
°f the Union Tryst Company, Cleveland, Ohio, a former member bank which
P A0 T4 e g to reopen following the banking holiday and which was
Hlaced 1y °harge of the State Banking Department in June 1933. There

wasals° Presented a memorandum dated November 3 from Mr. Wingfield

th pe
Spect to the legal questions involved in the reorganization
Play,
Copies of the memoranda had been sent to the members of the

Boapg
’ Prior to this meeting. The memorandum from the Division of
Ming
ti°n8» which recommended that the application be approved sub-

3 8¢
to
®ertain conditions and comments, contained the following

wou "There is a question as to whether the depositors
tinuedfare better under the proposed plan or under con-
the py liguidation. The equity of certain provisions of
gﬂrdinan 18 open to question. Serious legal questions re-
Dlap oo the power of the authorities to consummate the
qn&ntgnd 85 to the possibility of having the plan subse-
The 52 Y upset if approved by the court have been raised.

i SCommendation of this Division is made upon the basis
193" 8s stated by the Board in its letter of October 7,
°rs'°;he responsibility for the protection of the deposi-
thag ) the 014 bank rests with the State authorities, and
Ctwes © organization of the new bank and the transaction
e 1.°B the new bank and the liquidators of the old will

®8ally and properly carried out.™

At the conclusion of a discussion
of the plan of reorganization as outlined
in the memorandum referred to, upon mo-
tion by Mr. McKee, unanimous approval was
glven to a letter to the organizers of the
applicant bank stating that, effective if
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and when the new bank is duly author-

ized to commence business by the Ohio

State Banking Department, and subject to
the standard conditions of membership num-
bered 1 to 6 in the Board's Regulation H
and the following speciel conditions, the
Board of Governors approves the applica-
tion made on behalf of The Union Bank of
Commerce Company for membership in the Fed-
eral Reserve System and for the appropriate
amount of stock in the Federal Reserve Ba
of Cleveland: .

Prior to admission to membership, such bemk shall have
Deen duly incorporated under the laws of the State of
Ohio with a paid in, unimpaired cepital stock and sur-
Plus of $5,000,000 and $2,000,000, respectively, pur-
Suant to the provisions of a Plen for Reorganizing the
Affeirs of The Union Trust Company, Clevelend, Ohio,
dated September 1, 1937 (Third Proof, uncorrected),
ereinafter referred to in this letter as the Plan,
with such changes in the Plan as may be necessary under
the conditions prescribed in this letter, which Plen
Dcluding any such changes shall have been approved by
the Superintendent of Benks for the State of Ohio, end,
8fter reasonable notice to all parties at interest and
8 hearing, by an order of the Court of Common Pleas
of CuYahoga County of the State of Ohio which has be-
come finally effective and is not subject to review
by the Appellate Courts of that State or to a restrain-
Ing order under the statutes of that State. (It is
R0t contempleted that any of the provisions of this
®ondition of membership will prevent equitable changes
In the plan which will not adversely affect the in-
Yerests of the new bank.)

At the time of admission to membership, such bank shall
have agsets and 1isbilities substantially as described
in the pro forma balance sheet included with the Plam,
®nd the assets transferred to the bank under the Plen
Shall be only such assets as shall be determined to be
8cceptable by exeminers for the Federal Reserve Bank

Of Cleveland.

Prior to admission to membership, the stock of Union
Toperties, Inc., which under the provisions of the
lem is to be owned by the bank, shall be assigned
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"and delivered in trust by the bank to the Noteholders
Committee described in the Plen and such Noteholders
Committee shall be charged with the duty to hold and
Yote such stock in such menner as, in their absolute
dlScretion, will serve the best interests of the
holders of Creditors Notes of Union Properties, Inc.
8% long as eny of such Creditors Notes are outstending
8nd, when all of such Notes have been retired, to re-
turn the stock of Union Properties, Inc. to the bank.

Upon the sutmission of the Plen to stockholders, de-

Positors and other creditors of The Union Trust Com-

Pany and to the Court of Common Pleas of Cuyahoge

County, there shall be included in the Plen, in addi-
°n to any other information, the following:

(a) A current statement of the trust showing
the estimated liquidating value of all
classes of assets of The Union Trust Com-
pany, including the stockholders' lisbil-
ity assessments, under the proposed plan
for reorganization and under continued
liquidation by the State Banking Depart-
ment; the emount of allowed claims sgainst
the trust; the amount of all other recognized
obligations of the trust; and the amount,
nature, and purpose of all reserves.

(v) Opinion rendered by counsel for the Deputy
Superintendent of Banks in charge of The
Union Trust Compeny under date of October
16, 1937, as to the probability of the
Court of Appeasls and the Supreme Court of
Ohio affirming the decision of the Court
of Common Pleas in the case of the suit of
certain stockholders contesting the velidity
of the assessment of their statutory lia-
bility, together with his estimate as to the
Probable date when such case could finally
be decided by the court of last resort.

(e) A clear and definite statement with respect
to the legal right of depositors and credi-
tors of The Union Trust Company to receive
interest upon their allowed claims from the
date upon which such trust company was
pleced in the hands of the Superintendent
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"of Banks until such clsims are paid, the
rate of interest to which they are entitled,
and the aggregate amount of interest accrued
to date of statement, the past practice of
the Superintendent of Banks of Ohio with re-
spect to the payment of interest on claims
against banks liquidated by the State Bank-
ing Department, and the fact that under the
Plen the depositors of The Union Trust Com-
pany will waive any interest on their claims
against The Union Trust Company.

Upon the submission of the Plan to stockholders, deposi-
Ors and other creditors of The Union Trust Compeny, and
%0 the Court of Common Pleas of Cuyehoga County, there
?hall be included in the Plen, in addition to any other
nformation, the following statement:

It is contemplated that the proposed new
bank, The Union Bank of Commerce Compeny, will
be a member of the Federal Reserve System and
the Board of Governors of the Federal Reserve
System has approved an spplication for member-
ship made on behalf of such bank, effective if
and when the bank is duly authorized to commence
business by the Ohio State Banking Department,

Subject to certain conditions, including the fol-
lowing:

(Here quote condition numbered 7.)

The Board of Governors of the Federasl Re-
Serve System wishes it to be understood that its
approval of the application for membership is not
to be considered as an expression of opinion as
to the proposed plen of reorganization as it af-
fects the depositors, other creditors, and stock-
holders of The Union Trust Company. The desira-
bility of the proposed plan of reorganization is
& matter for determination by them, and by the
Superintendent of Banks and the courts of the
State of Onio upon whom rests the responsibility
for safeguarding the interests of those having
an interest in the liguidation of the trust com-
Pany., In approving the application for member-
8hip the Board of Governors has not undertaken
to share in that responsibility.
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12. Prior to the submission of the Plan to the depositors

and stockholders of The Union Trust Company and the
Court of Common Pleas of Cuyahoga County, such amend-
¢ ments shall be made to the plan as are necessary to

| make it conform to the requirements contained in the
! Conditions set forth in this letter.

"18.
Prior to admission to membership, any agreements and

Contracts entered into between such bank and the Superin-
¥endent of Banks of the State of Ohio in charge of the
11Quidation of The Union Trust Company covering the
transfer of certain assets and liabilities of The
Union Trust Company to The Union Bank of Commerce Com-
Pany pursuant to the Plan, and any and all other agree-
Ments between the new bank and other individuals or
Concerns, incident to the organization of such bank

and to the consummation of the Plan, shall be satis-
factory to the counsel for the Federal Reserve Bank

of Cleveland, and, prior to admission to membership,
The Union Bank of Commerce Company shall deliver two
certified copies of its charter, together with any
Smendments thereto, to such Federal Reserve bank."

g The letter also contained the follow-
ing special comments:

n : f

Plag In addition to the inclusion in the statement of the f

ditioof certain portions of this letter as required by con- :

no ob?eof membership numbered 11, the Board will interpose
ar

in tCtiOn to this letter being made public in whole or

S |

i
thOri:It 1s understood that the bank will be vested with au-
¥ %o exercise trust powers, and, in the event these L
are exercised, the Board will expect the bank to con-
€ operations of its trust department in accordance
"Sproved trust practices.
hay of1nce the application for membership was made on be-
ganizatiThe Union Bank of Commerce Company prior po its or-
an on, it is requested that, in connection with the ac-
' E°ﬁrd Ce of the conditions of membership prescribed by the '
which’hthe board of directors of the bank ratify the action f
or 1 88 been taken on its behalf in making application b
emberShip in the Federal Reserve System."

POWers
ct th
th ap

Upon motion by Mr. McKee, the follow-
ing letter to President Fleming of the Fed-
eral Reserve Bank of Cleveland, was also
approved unanimously.
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"The Board of Governors of the Federal Reserve System
4bproves the application made on behalf of the prop9sed
"The Union Bank of Commerce Company', Cleveland, Ohio, for
membership in the Federal Reserve System, subject to the
°°ndit1°ns Drescribed in the inclosed letter which you are
Tequesteq o forward to the orgenizers of the proposed in-
Stitution, Two copies of such letter are also inclosed,
e of which isg for your files and the other of which you
&r® Tequested to forward to the Superintendent of Banks for
® State of Onio for his information. .

In connection with condition numbered ol tids con-
bl ateq that, before the bank is admitted to membership,
YOUr eoypge) shall be satisfied that any appeal from the
prder of tpe Court of Common Pleas approving the plan shall
Bave €en denied by the court of last resort in Ohio or 7
i e for perfecting any such appeal shall have expired,

any proceedings for a restraining order have been
instituted. that the restraining order shall have been
denied by the court of last resort in the State or the
statutory Period within which any restraining order might :
i ® Sougnt shall have expired. !
| "C°ndit?in gf memﬁgrship numbered 8 provides that only
. Such 888ets shall be transferred to the new bank under the
* o for Teorganizing the affairs of The Union Trust Com-

L 20y ag shall be determined to be acceptable by examiners
? v :0 Ur bank. In this connection it is felt that.a?y in-
wif ®nt securities 80 transferred should be securit :s
°h woulq pe eligible under the law and the regulations
%z the Comptroller of the Currency for purchase by the
88 4. menbey bank ;
Th "Before issuing stock in the Federal Reserve Bank to
. Uni°n of Commerce Company, you are requested to ;
S&tisfy Yourself that the organization papers and all agree-
ot contracts entered into between such bank and the
t perintendent of Banks of the State of Ohio covering the
8 of nevtain agsets and liabilities of The Union ;
= Ompany to The Union Bank of Cormerce Company pur-
Bt to the Plan, and any end all other agreements between
the 18w bank ang éther individuals or concerns incident to

V..

Ofe orsaniZ&tion of the new bank and to the consummagigﬁat ;
¥ lan, have been considered by your counsel an 5

isfied as to their legal aspects. It is underitog >

» that any conclusions reached'by Counsel 1nht es

§ may be subject to the reservations of which he

®%ofore advised the Board. It is requested that a

the opinion of your counsel in this connection,

he p
8 sag
Courge
respect
QQD

of
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"
tgﬁether with copies of any such agreements and organiza-
cOmmoﬁégers’ including a copy of the order of the Court of
the bank}eas of Cuyahoga County approving the Plan and of
t0 the Bos charter and any amendments thereto, be forwarded
Tt G ard as soon as possible. It is requested also
taing nu satisfy yourself that the charter of the bank con-
eonferr°dprovisions granting powers other than those usually
sin ©d upon institutions transacting a banking and trust
®88 under the laws of the State of Ohio.
Stook O?B Board understands that the Trustees holding the
of the tThe'Unlon Bank of Commerce Company for the account
5 holdis ockholders of The Union Trust Company will not be
C°mpanygg company affiliate of The Union Bank of Commerce
At op Within the meaning of Section 2(¢) of the Banking

himselflgss’ but it is requested that your counsel satisfy
Compay, on this point before The Union Bank of Commerce
2y 1s admitted to membership.

funds iglés understood that under the laws of Ohio trust
Dartment by a bank and deposited in its own banking de-
congj 1 . are fully protected by statutory preference. Standard
Seripeq ? of membership numbered 6, however, has been pre-
time n'tn order that its provisions may be invoked at any
1zeq %o he future if necessary. You are, of course, author-
0t oq iW31Ve compliance with the condition until further
tained 1n accordance with the general authorization con-

1 the Board's letter of March 8, 1935."

o At this poing M. Wingfield left the meeting and Mr. Smead,
°f the Division of Bank Operations, entered the room.
ompsonCQnsideration was given to a draft of letter to Mr. Donald S.
the » Acting Chief of the Division of Research and Statistics of

®depg) -
®Posit Insurance Corporation, reading as follows:

n
2 an Referring to Chairman Crowley's letter of October

to : Chainnan Eccles'! reply of October 28, and pursuant
day, otrrangements made while you were in our offices Mon-
1 Te Stiber 1, we are arranging to send you the follow-

ords pertaining to group and chain banking:

ﬁ Photostat copy of a 4-page memorandum dated
'g}' 7, 1927 from Mr. Smead to Mr. Eddy, subject

lihaln Banking', and of the accompanying 30-page
18t of chain banks as of June 1926.

(1)
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(2) A mimeographed copy (St. 6214) of a 3-page memo-
Tandum dated January 17, 1929 from Mr. Van Fossen
to the Board, a 4-page summary by States, and a
98-page 1ist of chain banks, all as of the end
of June 1928.

(3) & Photostat copy of a 6l-page summary by States,

on Form B-128, of group and chain banking as of
the end of June and December, 1929, 1930 and 1931.
This shows the number of groups and chains in each
State, and the agreegate number and loans and in-
Vestments of national banks, State bank members
and nonmember banks, respectively, reported as
members of groups and chains.

A photostat copy of 1lists, on Form B-128, covering
éach group system, showing the name, location and
loans and investments of each bank which was a
member of the group at the end of June and Decem-
ber of 1929, 1930 and 1931. This is divided into
two parts, namely:

(a) 34 principal groups (67 pages) '

(b) 63 other groups (63 pages). <

The section covering the 63 'Other' groups shows,
in the right hand margin, all changes in the status
;gSE&Ch of the group banks through December 31,

(5 :
) A Photostat copy of 44 work sheets showing all

thanges in status during 1932-1936 of each bank
Which was a member of one of the 34 leading groups
8% the end of 1931."

sy

Approved unanimously.

Mr, Morrill was asuthorized to arrange
With Harris and Ewing and Wm. M. Rittase,
Photographers who had made photographs of
the exterior and interior of the new build-
ing, for twenty sets of photographs, at a
Total cost of not to exceed $225.00, for the
Purpose of sending one set to each Federal
Reserve bank and furnishing a set to each
member of the Board.

At :
L&m& this point Messrs. Thurston, Wyatt, Paulger, Smead, Dreibelbis,
q

)
And Sloan left the meeting and consideration was then given to
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eﬁch of
the matters hereinafter referred to and the action stated with
Tespeq
¥ thereto was taken by the Board:

. The Minutes of the meeting of the Board of Governors of the
ede
l‘al RGServG SYStem

held on October 29, 1937, were approved unani-
mously.

The minutes of the meetings of the Board of Governors of the

Peqe

Tal

. Reserve System held on October 30, November 1, and 2, 1937,
Sy

¢ appn,
. PToved ang the actions recorded therein were ratified unani-
Ougly

T

o elegrams 4o Mr. Leach, President of the Federal Reserve Bank
R oy,

o I

¢ 0d, ang Mr. Sargent, Secretary of the Federal Reserve Bank ;

5
2 Franci seo,

stating that the Board approves the establishment
W th()ut

¢h
: 8nge by the respective banks today of the rates of discount
Purgp
88e in their existing schedules.
Approved unanimously. |

L
ot g ¥ter to Mr. Wood, Vice President of the Federal Reserve Bank
t.

o
W18, reading as follows:

"
advisighis refers to your letter of September 23, 1937,
Missourf Of the plan of the St. Louis County Bank, Clayton,
ClaytOn » to divorce the General Realty Company, also of
°°mpany’ Missouri, from the bank and to disassociate the
" ny,from the bank in the minds of the public.

Wag org is understood that the General Realty Company

Of $40 ;nized in November, 1936, with a paid-in capital

g yyy 00, represented by 425 shares of preferred stock,
f the 1,000 shares of nonpar common stock; that part

Of the Preferred stock was purchased by certain stockholders
bank but none of it is owned by the bank; that, under
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::n 8g8reement between the bank and the realty company, the
"MOn stock has been issued to three trustees under & vot-
tﬁg ¥rust agreement and the trustees, in turn, have issued
¥ he stockholders of the bank on a pro rata basis voting
i;u:t certificates representing the beneficial interests
Wep he common stock of the company; that the three trustees
Y& ® @ppointed by, and are directors of, the bank; that
an08ncies among the trustees are to be filled by the bank;
&r: Z?at, of the five directors of the realty compeny, two
the Tectors and one an officer of the bank. As you'kyow,
that ard, in its letter of May 7, 1937, took the position
of o under such an arrangement, it would be in violation
eei 8ndard condition of membership numbered 3, which has
B 8ccepted by the bank, for the realty company to en-

8enerally in the business of selling real estate loans

the publie,
Plate"It is noted that the plan referred to above contem-
of ¢ S that the officer of the bank who is now a director
latt e Tealty company will resign from his office in the
filler Capacity; that a new director will be elected to
eompathis Vacancy who will be a stockholder of the realty
Dloyeny but not a stockholder, director, officer or em-~
wiy ° of the bank; that the voting trust agreement then
be file a@mended so that vacancies among the trustees shall
ors op ®d and a successor named by a majority of the hold-
Prege the preferred stock of the realty company who are
rOllon- at & meeting called for that purpose; and that,
Voty Wing these steps, the present trustees under the

1€ trust will resign and will be succeeded by persons

ezre heither substantial stockholders nor officers,

E?rs: or employees of the bank.

Yans ‘D the circumstances, end in the light of your pre-
Tega discussion with members of the Board's staff with
thay %o this matter, the Board concurs in your opinion
Whi o ® consummation of this plan will accomplish that
in th is necessary to conform to the principles outlined
S ® Board's letter of May 7, 1937. However, the Board
terminot have sufficient information to enable it to de-
late ¢ Whether General Realty Company will be an affil-
of °f the bank within the meaning of section 2(b)(2)
1t g.0 Banking Act of 1933 if the plan is consumated and

at tOes Dot appear necessary to rule upon that question
hi 8 time. "

Approved unanimously.

1305
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Thereupon the meeting adjourned.

%ecretari

Sy ‘ |
A ALL j |

Chairman.






