
85°

A meeting of the Board of Governors of the Federal Reserve

878tem was held in Washington on Wednesday, August 17, 1938, at 11:30

a . m

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary

The action stated with respect to each of the matters herein-

after referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

Pederal
Reserve System held on August 16, 1938, were approved unani-

Mousiy.

Memorandum dated August 16, 1938, from Mr. Paulger, Chief of

the tivision of Examinations, recommending that, for the reason stated

in the memorandum, M. R. Wilkes, Federal Reserve Examiner, be granted

411 a
dditional leave of absence with pay from August 19 to September 17,

1938, inclusive, with the understanding that he will return to his

duties 
before the expiration of this period if possible and that any

leave taken in excess of that which will have accumulated for the year

1938 will be applied against leave which will accrue during 1939.

Approved unanimously.

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

O C hicago, reading as follows:

"This refers to your letter of August 3, 1938, regard-
ing the failure of the Coopersville State Bank, Coopersville,
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"Michigan, to comply with condition of membership num-
bered 6, which reads as follows:

'Prior to the expiration in December 1937 of the
depositors' agreement entered into in connection
With the reorganization of the bank in 1932, the
aggregate of the bank's capital stock and surplus
shall be increased to not less than M,000.'
"The bank now requests that the time within which it

may comply with the condition be extended until the end
of the year. In accordance with your recommendation, the
Board extends until December 31, 1938, the time within
Which the increase in the bank's capital account as re-
quired by the condition of membership may be effected.
The extension is granted, however, with the express under-
standing that no further extensions will be granted and
that the bank shall promotly take such steps as are neces-
sary to insure that the increase agreed upon will be ef-
fected by the end of the year. Please advise the bank
accordingly and obtain from it a confirmation of its un-
derstanding of the terms under which the extension has
been granted. It is also requested that on the first of
October, the first of November, and the first of December,
if the increase has not been accomplished by such time,
You advise the Board as to the situation and the steps
which have been taken to effect compliance with the con-
dition.

"The request tint you obtain the confirmation from
the bank and submit monthly reports as to the steps taken
to effect compliance with the condition is based largely
11Pon the following considerations:

"(1) The condition was prescribed in cooperation
with the F.D.I.C., which had been attempting to obtain
an increase in capital, which the bank refused to effect
although it had a commitment from the Reconstruction
Finance Corporation to purchase $10,000 preferred stock
without any requirement for local aid.

"(2) It was reported that the management openly ad-
mitted to an examiner for the Federal Deposit Insurance
Corporation that its only purpose in making application
for membership in the System was to avoid meeting the re-
quirements of the Federal Deposit Insurance Corporation
for an increase in capital.

"(3) Shortly after the bank was admitted to member-
Ship (June 11, 1936), the bank requested the Reconstruction
finance Corporation to cancel the commitment to purchase
'10,000 preferred stock, which was done on July 3, 1936.
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"(4) The bank was fully aware of the provisions of
the condition of membership, in fact, deferred completion
of membership in the System until the condition which had
originally called for the increase of the bank's capital
stock and surplus prior to admission to membership was
modified so as not to require the increase until the ex-
piration of the depositors' agreement in December 1937.
Nevertheless, according to our information, the bank made
no effort to provide the necessary increase until the
first part of this year, when attention was called to its
failure to fulfill the agreement which it had voluntarily
entered into."

Approved unanimously.

Telegram to Mr. Parker, First Vice President of the Federal Re-

serve Bank of Atlanta, referring to the application of the "Bank of

Sasser", Sasser, Georgia, for permission to withdraw immediately from

ItiaMbership in the Federal Reserve System, and stating that the Board

lilaives the usual requirement of six months notice of intention to

withdraw, and that, accordingly, upon surrender of the Federal reserve

bank stock issued to the Bank of Sasser, the Federal Reserve Bank of

Atlanta
IS authorized to cancel such stock and make appropriate re-

fund 
thereon. The telegram also stated that it was understood that

the
xpank of Sasser desired to continue without interruption its status

sn insured bank and that it was assumed that termination of its

rriernbarshil, in the Federal Reserve System would be deferred until it

ccluld simultaneously be accepted by the Federal Deposit Insurance

Poration as a nonmember insured bank.

Approved unanimously, together with
a letter to Mr. Leo T. Crowley, Chairman
of the Federal Deposit Insurance Corpora-
tion, reading as follows:

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



8/17/38 -4-

"The Board has today approved the application of
the 'Bank of Sasser', Sasser, Georgia, for permission
to withdraw from membership in the System and waived
the usual six months' notice of intention to withdraw.

"It is understood that the bank desires to con-
tinue, without interruption, its status as an insured
bank and that it desires the insurance on deposits as
a nonmember to become effective simultaneously with
its termination of membership in the System.

"It is understood also that you may desire to make
an examination of the bank; therefore, in accordance
With the provisions of subsection (k) (2) of section
12B of the Federal Reserve Act, the Board hereby ,rants
written consent for examiners for the Federal Deposit
Insurance Corporation to examine the Bank of Sasser,
Sasser, Georgia, in connection with its application for
continuation of deposit insurance as a nonmember bank."

Letter to Mr. A. G. Black, Chief, Bureau of Agricultural

lconomics, Department of Agriculture, reading as follows:

"In reply to your memorandum of August 8 address-
ed to Chairman Eccles, the Board has no objection to
Your publishing in your chart book a chart showing es-
timated expenditures for new durable goods based upon
estimates made by Mr. Terborgh of the Board's research
division. It is understood that these figures will be
attributed to Mr. Terborgh and that the Board of Gover-
nors of the Federal Reserve System will not be quoted
as a source of the figures."

Approved unanimously.

Telegram to Mr. Dillard, Vice President of the Federal Reserve
tabt,

of Chicago, reading as follows:

"Referring your August 13 letter, and accompany-
ing booklet, suggest words 'and economic theory' be
eliminated from paragraph 4 under Research Department,
and that period be inserted after word 'owners' in
last line under Fiscal Agency Department and the fol-
1°17ing new sentence added: 'No charge is made for
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afekeeping.'"

Approved unanimously.

Thereupon the meeting adjourned.

%rove
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