
'4as held

A meeting of the Board of Governors of the Federal Reserve System

in Washington on Tednesday, December 6, 1939, at 9:45 a.m.

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

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

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

i\tell r
eferred to was taken by the Board:

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

al Reserve System held on December 5, 1939, were approved unanimously.

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

End, reading as follows:

"In accordance with the request contained in your
letter of November 28, the Board approves the appoint-
Illents of Harper J. Endsley, Alfred L. Jones, George T.
tlaast, Earl E. Steehler and Ben McEnteer, jr., as assist-
"t examiners for the Federal Reserve Bank of Cleveland.

"lt has been noted that Mr. Endsley and Mr. Quast
"e indebted to a member bank in Cleveland, the indebted-
ness of the former being a mortgage loan of a sizeable
amount and that of the latter improvement loans of a
7mall amount. These appointments have been approved
171 the assumption that the amortization payments are
teing kept current, and will continue to be, and that
.heir being indebted to the member bank will in no wise
.1,11terfere with the discharge of their duties as assist-
cint examiners nor cause any embarrassment to the Re-
serve Bank.
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"You state that no changes will be made at the
Present time in the salaries of the four men 1.,ho are
now employees of the Reserve Bank, but you do not state
Ithat their present salaries are, and it will be appre-
ciated if you will advise us whether there have been
any adjustments in the four salaries since your annual
report the first of the year.

"It has been noted that photographs of the appoint-
ees will be forwarded as soon as they are available."

Approved unanimously.

Letter to the board of directors of the "Roachdale Bank and Trust

C°111Parivo,
Roachdale, Indiana, stating that, subject to conditions of

illembersh.o

1 numbered 1 to 6 contained in the Board's Regulation H, the
4arci

aerve

a*PProves the bank's application for membership in the Federal Re-

and for the appropriate amount of stock in the Federal Re-

flk of Chicago.

Approved unanimously, together with
a letter to Mr. Schaller, President of the
Federal Reserve Bank of Chicago, reading as
follows:

"The Board of Governors of the Federal ReserveS
14'
v
s'em approves the application of the 1 Roachdale

i'pank and Trust Company', Roachdale, Indiana, for mem-
ershiP in the Federal Reserve System, subject to the
nditions prescribed in the enclosed letter which

Y°4 are requested to forward to the Board of Directors
2.f: the institution. Two copies of such letter are

enclosed, one of which is for your files and the
'her of which you are requested to forward to the

JI"ector, Department of Financial Institutions, for
ue State of Indiana for his information."
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tark a.
lver, Michigan, stating that, subject to conditions of membership

/111mbered 1to 3
contained in the Board's Regulation H and the following

sPecinl
-4. condition, the Board approves the bank's application for member-

811t,
14 the Federal Reserve System and for the appropriate amount of

-3-

"Since it is understood that in the State of
Indiana, trust funds deposited in the banking depart-
ment of a bank are preferred claims in event of
liquidation of the bank, you are, of course, author-
ized to waive compliance with condition of membership
numbered 6 until further notice in accordance with
the general authorization previously granted by the
Board with which you are familiar."

Letter to the board of directors of "The Bark River State Bank",

qock
in the Federal Reserve Bank of Minneapolis:

"4. Such bank shall make adequate provision for de-
preciation in its banking house and furniture
and fixtures."

Approved unanimously, together with
a letter to Mr. Peyton, President of the
Federal Reserve Bank of Minneapolis, read-
ing as follows:

, "The Board of Governors of the Federal Reserve

7,etem approves the application of 'The Bark River
„I:ate Bank', Bark River, Michigan, for membership in

Federal Reserve System, subject to the conditions
Pr'escribed in the enclosed letter which you are re-

rested to forward to the Board of Directors of the
ellstitution. MO copies of such letter vre also en-
op°sed, one of which is for your files and the other

thich you are requested to forward to the Corn-
of Banking for the State of Michigan for

"ls information.
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S°11th
-ange, Michigan, stating that, subject to conditions of membership

ed 1 to 3 contained in the Board's Regulation H and the following
sPecial

condition, the Board approves the bank's application for member-
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. "In view of the fact that estimated losses clas-
sified in the report of examination for membership were
only nominal in amount, the usual condition of member-
ship regarding the elimination of estimated losses has
net been prescribed."

Letter to the board of directors of the "South Range State Bank",

Nrnber

tOek
8

i
n the Federal Reserve System and for the appropriate amount of

n the Federal Reserve Bank of Minneapolis:

114
Such bank shall make adequate provision for de-
preciation in its banking house and furniture
and fixtures."

Approved unanimously, together with a
letter to Mr. Peyton, President of the Fed-
eral Reserve Bank of Minneapolis, reading
as follows:

"The Board of Governors of the Federal ReserveS

!
Y tem approves the application of the 'South Range
ts

ete Bank', South Range, Michigan, for membership in
'he Federal Reserve System, subject to the conditions

Pliescribed in the enclosed letter which you are re-

rested to forward to the Board of Directors of the

jstitution. Two copies of such letter are also en-
one of which is for your files and the other

s. zhich you are requested to forward to the Commis-
of Banking for the State of Michigan for his

Information.
wh4 "It is understood that the personnel situation
s 'ch the examiner commented upon in the confidential
iection of the report will be settled shortly, and it
.0! assumed that, of course, your office will follow
'le matter  to a conclusion."

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



1529

12/6/39

Of

-5-

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

Chicago, reading as follows:

"This refers to your letter of November 17 with regard
to a contribution of (.'7,070 made in 1933 by nine shareholders
and directors to the Riceville State Bank, Riceville, Iowa,
'lath the understanding that the contribution would be re-
Paid before any dividends are paid by the bank. It is
noted that on October 31, 1939 you again requested the
r
s bject bank to shot its liability on the unpaid balance
(6,183.01) of the contribution in future condition re-
Ports against item 33(b), 'Other obligations, not included
in liabilities, which are subordinated to claims of de-
1:3,0sitors and other creditors', but that since then Mr. D.

Bates, Superintendent of the Department of Banking of
State of Iota, in his letter to you dated November 15,

_969, has raised the question whether, in all of the cir-
eumstances, the matter might not be handled in some other
manner

"The Board appreciates that, as Mr. Bates points out,
the publication of the amount of the bank's subordinated

Zbligations is not for the protection of depositors, butflt, it is to put prospective stockholders on notice that
;'fle net earnings of the bank will not be available for div-
2,-cl-ends until the subordinated obligations have been liqui-
ated. As you know, however, item 33(b) was incorporated

2:11 the present form of condition report only after careful
7nsideration had been given to the matter. The form also
rs submitted to the Executive Committee of the National
arociation of State Bank Supervisors, and that Committee

b ntr consideration decided to recommend it to all State
01!„-inC, departments. All State bank members with any sub-
'LLnated obligations outstanding are not required to re-

Ptrt the amount against item 33(b) of form F.R. 105, and

one 
Board could not consistently waive the requirement for

mee,.hank without waiving it also for all other State bank

aj'id 
ers affected thereby. In the circumstances, and unless
until it should be decided that the bank is not in fact

barllY liable on the contribution in question, the unpaid
ti ence thereof should be shown against item 33(b) of condi-
1,°n reports on form F.R. 105 and in statements published
' accordance with form F. R. 105e."

Approved unanimously.
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Letter to the Presidents of all Federal Reserve banks, reading as

"Pursuant to the Board's letter R-431 of March 22 the
Federal Reserve banks filled in and returned to the Board
copies of form F.R. 456 showing, for the year 1938, operating
ratios and a few balance sheet figures for each of their
member banks. Data from these forms were recorded on
punched cards, from which various special distributions
and averages were derived. Owing to unexpected difficul-
ties in reconciling the reported figures and to the experi-
mental character of this year's work, delays have been

taking

unavoidable and no report showing the results of the under-
has been issued. However, some of the net averages

and percentage distributions are summarized in a series of
50 condensed tables, three copies of which are enclosed.
Analyses of these tables are under way.

"It is believed that further work along the lines of
Year's undertaking is justified. Accordingly, a com-

ination work sheet and reporting form, copy enclosed, has
Peen prepared which provides space for all the ratios rec-
2mmended by the Presidents' Conference Committee on Member
15ank Operating Ratios as a result of a meeting of the Com-

V-ttee held at the Board's offices on November 13, 1939.
L:Pace is also provided on the form for Several "optional"
. .-ieo.hst f:n.r the use of such Reserve banks as may wish to com-1 

"A supoly of the nev forms (F.R. 456, revised) is beingfor
, warded to you. It will be appreciated if, when your

ulations have been made, you till return the completed
uPrms to the Board, by registered mail, for its temporary
,se. All of the ratios provided for on the tork sheet are
esired for the Board's tabulations except those marked
°Ptional", which need not be computed unless your bank

t'ans to use them. In case it is not convenient for your
_ank to use the form for work sheet purposes, no entries

be made in the first five columns of section A or the
two columns of section B. If it viii not be practi-

f!tple for your bank to lend the completed forms to the Board
t17 a limited time early next spring, additional copies of
c e form will be provided in order that the data in section
trand the last column of sections A and B may be entered and
ansmitted to the Board."
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"It is likely that machine tabulations and dis-
tributions will be made of the 1939 data. In that
event, aggregates and averages of the individual ratios
for the member banks in your district, by size groups,
31:Id by States if desired, could be furnished your bank
!ithin a reasonably short time after receipt of the
individual reports in Washington, thereby making it un-
necessary for your bank to calculate such averages.
Please advise the Board if your bank will compute its
ovq1 averages, or if you would like to have such aver-
ages computed here."

Approved unanimously.

Letter to 71r. Hamilton, President of the Federal Reserve Bank of

CitY, reading as follows:

"This refers to your letter of November 17, 1239,
enclosing a copy of a letter to the Postmaster at Kansas
eitY regarding the possibility of obtaining reimburse-
ment for part of the expenses incurred in connection with
the operation of the contract postal station in the Fed-
eral Reserve bank building.
. "4tihile your letter has been read with much interest,
lt is doubtful whether it would be particularly helpful
.!t this time for the Board to take the matter up with the
vast Office Department. As you Know, only about one-half

the Federal Reserve banks have post office stations in
1Teir buildings, and as far as we know no Federal Reserve
tnk gets reimbursement for any substantial portion of
"0 expense of operating such stations.

lite shall be glad to discuss this matter with you
ilNr--er while you are in Yashington attending the Presi-

'eh 

t

ts' Conference."

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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