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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, March 20, 1941, at 2:30

P.m.

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

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

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

Federal Reserve System held on March 19, 1941, were approved unani-

Mously.

Memorandum from Mr. Parry, Chief of the Division of Security

Loans, submitting the resignation of Vladimir B. Grinioff as research

assistant in the Division of Security Loans, effective as of the close

Of business on March 26, 1941, and recommending that the resignation

be accepted as of that date.

The resignation was accepted.

Letter to the board of directors of the "Citizens Trust Com-

PanY of Summit, New Jersey", Summit, New Jersey, stating that, subject

to conditions of membership numbered 1 to 6, inclusive, contained in

the Board's Regulation H and the following special condition, the Board

approves the bank's application for membership in the Federal Reserve
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SYstem and for the appropriate amount of stock in the Federal Reserve

sank of New York:

"7. Prior to admission to membership, such bank, if

it has not already done so, shall charge off or
otherwise eliminate estimated losses of 4,185,
as shown in the report of examination of such
bank as of February 15, 1941, made by an exami-
ner for the Federal Reserve Bank of New York."

The letter also contained the fol-
lowing special comment:

"It appears that the bank possesses certain powers
which are not being exercised and which are not neces-
sarily required in the conduct of a banking and trust
business, such as the powers to act as surety and to
guarantee real estate titles. Attention is invited to
the fact that if the bank desires to exercise any powers
not actually exercised at the time of admission to mem-
bership, it will be necessary under condition of member-
ship numbered 1 to obtain the permission of the Board
of Governors before exercising them. In this connection,
the Board understands that there has been no change in
the scope of the corporate powers exercised by the bank
since the date of its application for membership."

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

"The Board of Governors of the Federal Reserve Sys-
tem approves the application of the 'Citizens Trust Com-
pany of Summit, New Jersey', Summit, New Jersey, for
membership in the Federal Reserve System, subject to the

conditions prescribed in the enclosed letter which you
are requested to forward to the Board of Directors of

the institution. Two copies of such letter are also en-

closed, one of which is for your files and the other of

which you are requested to forward to the Commissioner

of Banking & Insurance for the State of New Jersey for

his information.
"The supervising examiner for the F.D.T.C. advised

the Reserve Bank that the Corporation has consistently
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"withheld its consent to the retirement of the preferred
capital and that the position of the F.D.I.C. on the mat-
ter was reiterated by Board action on December 12, 1940.
Prior to the approval of any application for the retire-
ment of preferred stock after admission to membership,
except perhaps in the case of minimum retirements made
in order to obtain the benefit of the reduced dividend
rate, it is expected that the Reserve Bank will be con-
vinced that the criticisms sustaining the position taken
by the F.D.I.C. with respect to previous requests for
permission to retire preferred stock have been satis-
factorily eliminated."

Letter to Mr. Fletcher, Vice President of the Federal Reserve

sank of Cleveland, reading as follows:

"Reference is made to the report of examination of
the Potter Title and Trust Company, Pittsburgh, Pennsyl-
vania, as of January 4, 1941 and to the information sub-
mitted in connection therewith.

"It is observed that the examiner continues to re-
gard the condition of the bank as unsatisfactory, that
he states unwarranted extensions of credit have resulted
in heavy losses and a residue of nonliquid lines of work-
out nature and that in the large total of unsatisfactory
assets there are, without doubt, further undisclosed
losses in a substantial amount which will serve to mort-
gage the earnings for years to come. Progress shown in
improving unsatisfactory conditions is reported to be
slow with the elimination of undesirable assets coming
through the bank's ability to effect chargeoffs rather
than by betterment of the assets themselves.

"Your letter to the bank dated February 18, 1941
calls attention to assets classed IV in the amount of
ft.118,0001 exclusive of $650000 so classed in the stock
of Lawyers Title Company which, by agreement, is being
provided for and requests that the ft118,000 of estimated
losses be charged off immediately or covered by valuation

reserves.
"In view of the statements of the examiner as to the

condition of the bank, his feeling that the bank will con-

tinue to be a major problem to the supervising authorities,
and the large aggregate of unsatisfactory assets and es-

timated losses reflected by the report of examination, it
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"is disturbing to note that the bank recently declared a
3 per cent dividend on its common stock payable February
1, 1941. It is indeed difficult to understand how such
a payment would be regarded as justified and it is hoped
that no further dividends will be declared on the common
stock until all question of the advisability of their pay-
ment has been removed.

"The comments of the examiner that the management
generally was mediocre, although endeavoring to work out
unsatisfactory conditions to the best of its abilities,
and that the directorate, while active, represented little
strength, strongly indicate the need for the bank to
give consideration to the strengthening of its official
staff and directorate.

"The bank's possible liability under its lease of
banking quarters, as commented upon by the examiner on
page 1-(1) of the report, should be determined without
undue delay, particularly since this situation has been
commented upon in the previous report and apparently has
not yet been brought to a definite conclusion.

"The situation of the bank, as you know, has been
the cause of concern for a number of years both to your
office and to the Board and has been the subject of cor-
respondence and conferences. In view of all the circum-
stances, it will be appreciated if you will continue to
press upon the management of the bank the importance of
conserving earnings, making adequate eliminations of es-
timated losses, and of taking vigorous and effective steps
to improve the many unsatisfactory features of the condi-
tion of the bank. The Board will appreciate your contin-
uing to keep it currently advised of developments in this
situation."

Approved unanimously.

Letter to the Comptroller of the Currency, reading as fol-

"It is respectfully requested that you place an

order with the Bureau of Engraving and Printing, sup-

plementing the order requested June 19, 1940, for the

printing of Federal Reserve notes of the 1934 Series
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"in the amount and denomination stated for the Federal

Reserve Bank of Richmond.
Denomination Number of Amount

sheets
10 209,000 25,080,000"

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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