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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD X-7426 

May 1, 1933. 

SUBJECTJ Proposed Change in Procedure re 
Violat ions of the Clayton Act. 

Dear S i r : 

In the Board 's l e t t e r of May 28, 1931 (X-6901), a procedure was 

suggested to "be followed in cases where apparent v i o l a t i o n s of the 

Clayton A n t i t r u s t Act were shown by repor t s of examination of na t iona l 

"banks. I t was contemplated tha t in each such case the Board would wr i te 

to the person involved, advis ing him of the s i t u a t i o n and forwarding him 

the necessary forms with the request that he execute them and send them 

to the Federal Reserve Agent. 

On f a r t h e r cons idera t ion , i t has been decided to a l t e r t h i s p ro-

cedure so tha t the f e d e r a l Reserve Agent w i l l conduct the correspondence 

with the d i r e c t o r , o f f i c e r or employee in a l l cases of apparent v i o l a -

t ions of tha t Act, 

In the f u t u r e , t he re fo re , when apparent v i o l a t i o n s are shown "by 

repor t s of examination, or are discovered in other ways, the Federal 

Reserve Agent should inves t iga te the s i t u a t i o n and advise the person 

involved tha t he mast "bring h i s service wi thin the provis ions of the 

Clayton Act "by obta in ing a permit from the Federal Reserve Board covering 

such service or by severing the connections which are contrary to the 

provis ions of t ha t Act, I f in any case the Federal Reserve Agent f e e l s 
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tha t he i s not prepared to re commend the approval of an a p p l i c a t i o n a f t e r 

a prel iminary i n v e s t i g a t i o n , there w i l l be no objec t ion to h i s communicat-

ing h i s views to the person involved and explaining the na ture of the 

v i o l a t i o n being committed and the s t eps necessary to avoid f u r t h e r v i o l a -

t i o n s . If t h i s procedure be followed, i t w i l l probably obviate the f i l i n g 

of app l i ca t ions in most cases in which the Agent i s not prepared to recom-

mend approval . In each case r e f e r r e d to in t h i s paragraph, the Board 

des i r e s tha t the Federal Reserve Agent advise i t promptly of the ac t ion 

taken. 

In making the i nves t iga t ion suggested above, as we l l as in other 

i nves t iga t ions pre l iminary to a recommendation in connection with an 

app l i ca t ion under the provis ions of the Clayton A n t i t r u s t Act, the Board 

w i l l expect the Federal Reserve Agent to consult with the Chief National 

Bank Examiner or the State banking a u t h o r i t i e s , to inspect the r epo r t s of 

examination of the bank or banks which the appl icant i s a l ready serving, 

to consider amy o ther information in the possession of or ava i l ab le to 

the Federal reserve bank, and to advise the Federal Reserve Board as to : 

(a) The condi t ion and management of the bank or banks 

with which the appl icant i s a l ready assoc ia ted and the 

extent of h i s r e s p o n s i b i l i t y t h e r e f o r ; 

(b) Whether the app l ican t discharges the du t i e s and 

r e s p o n s i b i l i t i e s of h i s o f f i c e by a t t end ing d i r e c t o r s ' 

meetings or otherwise; 

(c) Whether the app l ican t has abused the c r e d i t 

f a c i l i t i e s of the bank or banks he i s a l ready serving — 

e . g . , whether the examiners have c r i t i c i z e d loans to the 
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app l i can t , h i s family or h i s i n t e r e s t s as being 

excessive or "unjus t i f ied f o r any other reason; 

(d) Whether the a p p l i c a n t ' s inf luence upon the banks 

involved in h i s app l i ca t ion i s apt to "be h e l p f u l or 

harmful to such "banks; and 

(e) Any other f a c t o r s having a "bearing upon the d e s i r -

a b i l i t y of the appl icant as an o f f i c e r , d i r e c t o r or em-

ployee of each of the banks involved in h i s app l i ca t i on , 

and upon the d e s i r a b i l i t y of permi t t ing him to serve a l l of 

such banks a t the same time. 

In t h i s connection you are advised t h a t , un less other f a c t s appear 

which in the judgment of the Board render i t incompatible with the pub l ic 

i n t e r e s t , the Board o r d i n a r i l y w i l l take favorable ac t ion on the a p p l i c a -

t ion i f i t appears to the s a t i s f a c t i o n of the Board, on the b a s i s of the 

f a c t s presented by the app l i can t , the banks involved, and the Federal 

reserve agent , (a) t h a t such banks a re not in s u b s t a n t i a l competit ion, or 

(b) tha t the a p p l i c a n t ' s service as d i r e c t o r , o f f i c e r or employee of such 

banks' i s not l i k e l y to r e s u l t in a r e s t r i c t i o n of c r ed i t or a s u b s t a n t i a l 

lessening of competi t ion, or (c) tha t h i s serv ices w i l l add needed s t reng th 

to the management of such banks, w i l l be b e n e f i c i a l to the community or the 

patrons of such banks, or w i l l otherwise be in the publ ic i n t e r e s t . 

In view of the f a c t t h a t Section 8 of the Clayton A n t i t r u s t Act 

fo rb ids in t e r lock ing r e l a t i onsh ip s between banks of ce r t a in c l a s se s except 

in cases where the Federal Reserve Board f i n d s s p e c i f i c i n t e r lock ing 

r e l a t i onsh ip s not incompatible with the publ ic i n t e r e s t and g ran t s permits 

t h e r e f o r , the burden must r e s t upon each app l i can t f o r such a permit* and 
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upon the tanks involved, to show to the s a t i s f a c t i o n of the Board tha t i t 

would be not incompatible with the publ ic i n t e r e s t to permit him to serve 

the "banks involved. 

The Board suggests tha t each Federal Eeserve Agent adopt the 

p r a c t i c e of making a review during the course of each year of the ou t -

standing Clayton Act peimits issued to app l ican ts in h i s d i s t r i c t ; and of 

submitt ing to the Board h i s recommendation in each case in which in h i s 

opinion the pub l ic i n t e r e s t r equ i res the revocat ion of a permit e f f e c t i v e 

e i t h e r immediately or a t the time of the next annual e l ec t ion of 

d i r e c t o r s , together with h i s recommendation in each case in which he f e e l s 

tha t there i s ground f o r doubt under the Board's i n s t r u c t i o n s as to the 

ac t ion which should be taken. 

Very t r u l y yours, 

Chester Mor r i l l , 
Secre tary . 

TO ALL KEHEEAL RESERVE AGENTS. 
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