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SUBJECT: Cost of Bank Examinaticn
" and C&redit work.

Dear Sir:

The wide variations in the cost of bank
examinaticn and credit work as shown by the Quarterly
functional expense reports, Form E, indicate that -
the policy with respect to such work is far from
uniform among the several Federal reserve banks.

In order thersfore that the Committee may . .
have full informaticn regarding the scope of the
examination and credit weork carried on by your bank
and of the theory upon which your policy with
reference to such work is basad, it will bs appre-
ciated if you will kindly fumish it with the in-
formatim called for in the attached Questimnaires
at your early convenience.

Very truly yours,

Geo. R. James, Chairman,
Committee on Salaries, .
Expenditures and Efficiency.

Enclosure.

LETTER TO CHAIRMAN AT EACH FEDERAL RESERVE BANK
COPY TO GOVERNOR
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BANK EXAMINATION SURGTION. a8

__State Bank Members -
In cooperaticn | Natimal‘
with state bank|Independent| Banks

authorities l

1. How many examinations were made of member
banks during the period -
Jamuary to June 1923
July to Decemver 1923
January to June 1924
July to September 1924

2. How many credit investigations were made of ‘
member banks during the period -
Jamary to June 1923 |

July to Decemler 1923

January to June 1924

July to September 1924

3. Show separately number of cxaminatios and of crzdit investigations made in
each state in your district since July 1, 1923.

4, Has the cost of all examinatims made since July 1, 1923, been charged to the
banks examined? If not, give list of banks not charged and the reasons therefor.

5. Has the cost of all credit investigations made sincs July 1, 1923, been absorbed
by the reserve bank? If not, give names of banks charged and reasoms therefor.

6. Descrive general determining factors that prompt you to institute credit inves-
tizations.

T. Are credit investigations conducted regularly of all member state banks,
whet her or not thsy are substantial borrowers?

(a) 1In all states in your district.

(b) In states where cxaminations made by state authoritles ars not
acceptable to reserve bank directors.

A 8. Describve briefly the character and extent of the credit investigatioms made by
your examiners.

9. a. How man,f examiners do you now have?
1. ZCanable of making independent credit investigatims?
2. Vho ars not placed in charge of credit investigatioms?
b, Give nzme amd salary of cach c¢xaninzry #d assistant examiner.
) ¢. What limit is placed on the amount allowed examiners for traveling expenscs?
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a- Gire name and salary of cach euplcyse (cother than examiners) receiving
$2,500 or more per anwm.

b. Gire numder and average salary of employees receiving less than $2,500
per anum

Do you receive ccpies of reports of examinations of State bank members from
each Stats bank Superintendent in your district?

Describe the extent of the analysis made of repcrts of examination of —
(a)_ State member barnks.
(v) National banks.

Describe briefly cach separate set of records kept in the examination depart-
ment end enclose copies of all forms used in the department.

Are there any employees assigned to the examination fimction who are devoting

a substantial porticn of their tim: to the fork of some other functiam without
allocation of the expense? If so give details.
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MATNTAINING CREDIT INFORMATION EXPFNJE UNIT
LOANS, REDISCOUNTS AND ACCEPTANCES FUNCIION

1. State the number of credit files carried by you on corporations, firms, partner-
ships and individuals.

(a) Domiciled in your om district.
(b) Demiciled outside your district.

2. How many of the credit reports carried by you on concerns demiciled outside
your districts were obtained -

(a) Direct from such concerns.

(b) Through the F. R. Bank of the district in which the concern is
domiciled.

(¢) Through reporting credit asgencies.
3, Hoh many credit files have been started since Jamumary 1, 192U7

4. a. Is all cradit information furnished by the borrowing member banks?
b. If not, what percentage is obtained fram other sources?
c. List principal sources from which such informaticn is obtained.

5. a. Do you require borrowing banks to fumish credit statements covering all
notes rediscounted?
b. If not, what exceptions are permitted?

0. Do you furnish blank forms to member banks on which credit statements of
borroters are to be submitted? If so, please enclose sample of each such form.

7. a. HoW many subscripticns do you make to credit reporting agencies?
b. State nams nnd cost of each servics.
c. Hov do you value such service as compared with credit reports received through
borrowing member banks?

" " 8. a. Do you obtain spiacial reports from credit agencies?
b. If so, how many such reports have you received since January 1, 19247
c. What agencies mere they roceived from and what wps the total cost of the re-
reports received from each agency?
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Do you conduct any special investigation of any credit information received?
If ¢o, describe briefly and state nunber of employees so engaged,

Do yon consider it nscessary to obtain credit infermation other than that
shovn in the regular reports issued by credit agencies, covering corporations,
arinerships, individuals, ete,, whose paper is not under rediscount with
your vank?

a, How many employses do you have in your credit department?

b. Give name, title and anmal salary of each employee receiving $2,500
Oor more per anum,

¢, Give number and average salary of employees receiving less than $2,500
per anum,

Describe briefly each record kept in your eredit department and furnish
copies of all forms used.
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