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1780 STOCK EXCHANGE PRACTICES ‘
TESTIMONY RESUMED OF CHARLES E. MITCHELL, PRESIDENTOF

THE NATIONAL CITY BANK, NATIONAL CITY CO., AND CITY |
BANK FARMERS TRUST £0., NEW YORK CITY s

Mr. Prcora. Mr. Mitchell, you made notations during your ex.-
amination this forenoon of certain items with respect to which you:
wanted to obtain information or confirmation from the records of
the bank and the company. Have you done so during the recess?

Mr. Mrrcaern., 1 have, I think, covered the questions you asked.
Mr. Pecora.

Mr. Pecora. All right. You may proceed to answer them.

Mr. MrrcuEnL. Your first question had to do with the trustée
under the National City Co. trusteeship. The first trustees wen
James Stillman, F. A. Vanderlip, and S. S. Palmer.

Myr. Prcora. All right. .

Mr. Mrrcaenn. Then you asked how these trustees are appointed
Under the agreement they are appointed by the members of the:
board, not by the board as a board, but by the members of the board:
delegated as individuals to sit for the election. -

Mr. Prcora. When you say “by the board” do you mean the
board of the National City Bank?,

Mr. Mrrcuern., Yes, sir; members of the board. -

Mr. Prcora. In other words, members of the board of directors ¢f =
the National City Bank, select the three trustees, who act as trustees
for the shareholders of the bank in connection with their ownership .
of the stock of the National City Co.

Mr. MrrcreLn. They act as trustees of the shareholders of the™
bank.
Mr. Prcora. And as vacancies occur among these trustees for the'
shareholders, how are those vacancies filled.

Mr. Mrtcaern. They are filled by an appointndent that is made =
by the individuals sitting as a group, not as a board. T

Mr. Pecora. What individuals do you mean? ‘

Mr. Mrrcaert. The individuals who constitute the board of dir
tors of the National City Bank.

Mr. Prcora. And are any of those trustees removable by anyon
other than the board of directors of the bank? S

Mr. MrrocgrLL. I think under the trustee agreement there is a dif
ferentiation between the board of directors and those who are desig
nated and delegated to the power of trustee reappointment and re
moval. A majority of those individuals signing a paper may remove"
any trustee and may replace any trustee.

Mr. Prcora. Now, let me see, Mr. Mitchell, about this: How maby =
constitute the full membership of the board of directors of the bank,
how many individuals? i

Mr. Mrrcuernr. I think we have authority for 27 at the moment.

Mr. Prcora. How many of that board compose the group that you -

speak of as having the power to designate the trustees?

Mr. Mirouern, Twenty-seven individual men.
Mr. Proora. Twenty-seven individual men.
Mr. MirogErL. Yes. e
Mr. Prcora. Do you mean to say that when they act in any man-
ner involving the designation of a trustee, they disassociate them- .
selves from their relationship to the bank as its directors? ‘
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o Mry. MrrouaELL. Yes, sir. o o

" Mr. Prcora. Is that in pursuance of any provision of the original
rust agreement that was made back in 1911 when the National City
Clo. was organized ? ) .

~ Mr. MrrcueLL. I so understand it.

Mr. Pecora. Have you a copy of that trust agreement?

- Mr. Mrrorern. 1 haven’t it here, and the information I have got-
4on has been received by telephone from New York.

. Mr. Proora. Has any one of your associates or the other officers
" of the bank who are present a copy of that trust agreement, do you
“know?

' anr. Mrroueir. 1 tried to get it, and we had to get this informa-
sion by telephone, so I think I can answer your question “no.” But

[After making inquiry of some of his associates.] I
3

1l say “no. )
Mr. Pecora. How is it possible for those 27 individuals who com-
_pose the board of directors of the bank, to function not as directors
_but as individuals when they designate trustees for the shareholders
~ of the bank to represent them as shareholders of the stock of the Na-
tional City Co.? ‘
" Mr. Mrrcugrn. 1 can only draw the assumption that when that.
agreement was drawn, the stockholders appointed a group of men to
act for them, and they as individuals should be the individuals who
constitute a board of directors of the National City Bank. )
Mr. Prcora. Was the identity of the members of that group coin-
- cident with the identity of the members of the board of directors of
- the bank at that time? -
.~ Mr. MrrorecL. I cannot really give you anything more than I
 have already given you. That comes from reading over the tele-
- phone what that provision is. S . .
- Mr. Prcora. Well, then, that leaves the situation in this fashion,
does it not, namely, the persons who own all the capital stock of the
~National City Co. are the shareholders of the National City Bank?
substance is that correct?
‘Mr. Mrrcaenn. It seems to me you are asking something that
might have a legal angle to it that I would not understand. I can
“gtate it very definitely : That these three trustees are the shareholders
“of all the stock of the National City Co., and under the agreement
“they hold that stock for the benefit of the shareholders of the Na-
~tional City Bank. : ,
~"Mr. Prcora. Yes; but those three trustees are in no way chosen
~today by the shareholders themselves, are they?
- Mr. MrrcueiL. No. This goes back to the original provision,
Sand
~ Mr. Prcora (interposing). And that provision was inserted in the
,’f;t«Cl‘_ust agreement at the very outset of the existence of the National
-City Co. ‘ ‘
‘lV}Ir. Mrreuerr. I think that ‘1s true.
- Mr. Proora. So that at no time since the National City Co. was
“organized have any of the shareholders had any voice in the designa-
~tion of the trustees who hold their stock for them, is that correct?
 Mr. Mrromen. I should say that is correct, except as they have the
_night to appoint the individuals as members of the board of di-
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rectors, and do so appoint them, and those individuals, year by y
whoever they may be, are the designating body of the trustees
Mr. Prcora. Well, as a matter of fact, has there been at any
since you became the president of the National City Bank any a
at the annual meetings of the shareholders which was attende
person by more than a few actual shareholders of the bank?

Mr. MircHELL. You are speaking of shareholders now o
bank?

Mzyx. Prcora. Yes, sir. :

Mr. MrrceeLL. Oh well, we have a room two-thirds the size of:
which is crowded at every annual meeting.

Mr. Prcora. And you have how many shareholders of reco

Mr. MrrcnrLL, Something over 85,000.

Mr. Prcora. So that if they were to crowd that room, two
the size of this, to its utmost capacity, you wouldn’t have p
than a very small fraction of 1 per cent of the shareholders actu:
attending meetings at which this group is chosen. 7

Mr. MrroaerL. Yes; as to the number of shareholders. Bug
have a very large percentage, of course, of the capital stock re
sented by shareholders who are present. ;

Mr. Prcora. To whom are the directors of the National City
accountable or responsible for their acts and for their administry
of the company?

Mr. MrrcueLL, Accountable to the trustees, who are the sh
holders. '

Mr. Prcora. They are accountable to these three men who
chosen by a group of the directors of the bank, aren’t they, in

Mr. Mrrcuerr. They are selected by a group of men who
stitute as individuals the board of the National City Bank. ,

Mr. Precora. Whenever in pursuance of the laws of the Stat
New York, under which the National City Co. was organized,
necessary to have a stockholders’ meéting of that company, the m
ing is confined to these three trustees?

Mr. MrrecaeLn. That is so.

Mr. Prcora. Do these three trustees ever make a report at.a |
holders’ meeting, to the shareholders themselves?

Mr. MircaenL. No. _

Mr. Prcora. Have you ever known them to do it?

Mr. Maronerr. No.

Mr. Pecora. Have you ever known those trustees to keep.:
minutes or record of any proceedings that they have had as'§
trustees for the stockholders of the National City Co.?

Mr. Mircmern. You asked me this morning if the trustee
meetings and if they kept minutes. T read from a memorand
of the cashier of our bank answering that question [reading]:

Referring to your inquiry regarding minutes of proceedings of the t
who hold the stock of the National City Co. I wish to advise that I &
custodian of the records of the trustees, which consists of the trust agreem
documents relating to the appointment of present and former trustees, divi
orders executed by the trustees, powers of attorney given by them to 4g
to indorse stock certificates, and incidental papers. There is no minute b
minutes of proceedings of the trustees in my possession. Action taken by
trustees has been recorded so far as my knowledge extends, which goe:

a good many years, in the documents and standing orders and appoiil
above referred to.
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Mr. Prcora. That means that they have never kept any minutes
ny proceedings of theirs, doesn’t 1t?

+. MrromeLr. I should think that that means that.

7. Prcora. And to your knowledge have those trustees ever
e any report to the stockholders of the company for whom they
“as trustees ? ,

Vir. MrrcaeLn. 1 think I answered “no ” to that.

Mr. Pecora. They have not.

r. MrrcmeLL. No. ,

Mr. Prcora. Has the National City Co. made any public report to
yolders of its stock, of its corporate proceedings?

r. MrrcHELL. I do not understand just what you mean as to its
orate proceedings.

r. Pecora. Let me put it this way: Does the National City Co.
e any annual report of its business operations?

. MrrceELL. As chairman of the three institutions, we make a
rt to the shareholders at their annual meeting, and I report at
time on the operations of the National City Co. for the past

Mr. Proora. So that the report which you as the chairman of the
e institutions make every year is an oral report, is it not?
r, MiromerL. It is printed and sent to every shareholder.
r. PeEcora. Insofar as that annual report alludes to the business
e National City Co., it is very general and sketchy, isn’t it?
r. MircarLL. Well, T do not consider that it is more general and
chy than with respect to the bank. It used to be that way; no
rt of earnings or the balance sheet of the National City Co. was
raished to our shareholders. :
Mr. Proora. When for the first time did the National City Co.
ish that information to its shareholders?
. Mrrourrr. I think two years ago.
r. PEcorA. Prior to that it never gave any such information even
shareholders?
r. Mrrcgern. It did not. Now, may I continue with the ques-
g you asked this morning?

Proora. If you will.
r. Mitcurir. You asked me if T knew whether there was provi-
, either in the original charter or the by-laws, providing that no
ract should be invalidated by the participation therein by a
ctor. I find that that is a provision in the original charter of
company, in 1911. Now, do you care to have me answer the
her questions you asked?
r. Prcora. Yes, sir; whatever they are. I have not a note of

Mr. Mrrcarin. You asked me regarding the management funds
d my participation therein. You asked me particularly my par-
ation therein and gave me certain ficures for 1928 and 1929 to
oborate. »

Mr, Prcora. Yes.

. Mrrcmern. I judge that the figures you gave were the amounts
T received in 1928 -and 1929. Now, 1 call attention to the fact
the management fund of a given year is distributed in part in
middle of the year and in part in the following year. So that
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Mr. MrrcuerL. If you come to preferreds, I think there were sev.
eral. There was Cannon Mills.

Mr. Pecora. United Aircraft?

Mr. Mrrcaern. We offered a unit of preferred stock and Some
common with it.

Mr. Prcora. Of what corporation?

Mr. MircarrLn. Of the United Aircraft. Grasselli Chemical Cyg;
and Hershey Chocolate Co.

Mr. Prcora. How about Wesson Oil and Snowdrift?

Mr. Mrmrcarrr. Preferred stock.

Mr. Prcora. Have the minutes arrived yet, Mr. Cary?

(There was no audible response.)

Mr. Pecora. Now, to go back for a moment to the $15 000000
bond issue of the Cuban Dominican Sugar Co. which the Natlonal
City Co. offered to the public at 9714 in 1924 do you recall whethes
the National City had any representation on the board of the
Cuban-Dominican Co. at that time?

Mr. Mrrcaerr. Mr. Ripley, our vice president, who is with tha
City Co., was a member of the board. Oh, Mr. Russell—excuse me—
Mr. Stanley Russell.

Mr. Prcora. Mr. Stanley A. Russell?

Mr. MrrcrerL. Yes; vice president.

Mr. Prcora. And how about Mr. Gordon S. Rentschler, the preaent
president of the National City Bank?

Mr. Myrcuerr. 1 should have to refresh my recollection, but E

think very likely he was, because he was regarded as one who knew
more about our sugar Interests than anybody else.

Mr. Prcora. How about Mr. Guy Cary?

Mr. Mrrcuerr. He did not represent us in any way. I think Mr
Guy Cary was counsel for the Cuban-Dominican Sugar.

Mr. Prcora. He or his firm is counsel for the National City Co

Mr. Mrircuzre. That 1s correct. :

Mr. Prcora. And also counsel for the National Clty Bank? .

Mr. Mrroners. That is so.

Mr. Prcora. And he is on the board of directors of the bank? -

Mr. Mrrcaern. I am reminded that Mr. Cary or his firm w
not counsel for the Cuban-Dominican. He went on that board i
resenting certain private interests, for which he was counsel, and
those interests were not related to the National City Co. or bank.

Mr. Pecora. By the way, in 1928 when you received those sums,

that youn have testified to out of the management funds of the Na-
tional City Bank and the National City Co how many other com
panies were you an officer or director in? ’
Mr. Mrromern. It is hard for me to remember dates or any par
ticular year. T should say that—the list is a matter of record in th
directory of directors, but I would assume in answer to your quest‘ﬁ ?
that T was a director of perhaps 10 or a dozen compantes.
Mr. Prcora. Not any more than that?
Mr. Mrrcurrr. 1 would not say so. If we had a directory of duec
tors it would give that clearly.
Mr. PECORA Do you know just the number of different cmp@ra
tions of which you were an officer or director at any one time?
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. Mr. Mrrcaern. No; I do not. But I think that would cover it
‘quite completely, outside of the National City Bank, the National
%‘1tV Co., the City Bank Farmers Trust Co., and perhaps some com-
ipames that were our own companies for one purpose or another.
" Senator Brooxmart. How much stock did you ewn in the bank?

. Mr. MrroueLL. At what time or what year?

-~ Senator BrookmaRT. Say in 1927.

Mr. Mrroagrn. Oh, I should think, and I have not the exact figure
‘on that date and 1t 1s difficult to say, but in the neighborhood of
:80,000 or 35,000 shares -of stock.

e Senator Brooxmarr. Did you sell any of that stock?
= Mr. MircuerL. I bought, sir.
- Senator Brookaart. In what years did you buy?
_. Mr. Mrrouzerr. I bought the largest amount of stock in 1929.
»Senator BROOKHART. Before or after the collapse?
~“Mr. MrroneiL. In the midst of the panic.

Senator Brookmart. Trying to sustain the value of the stock?
“Mr. MitcuerL. Yes, sir; trying to protect our shareholders.
. Senator BROOKHART. Do you remember what price you paid?
" Mr. MrtcgreLL. I can not tell you exactly, but in the neighborhood
'of %375 a share I should think.

.Senator BrooxHART. And it has been as high as $600 or $700 a
share
= Mr. Mrreuers. No. 1 think its high was somewhere around $570
& share or something like that. )

- Senator Broormarr, $576 a share?

. Mr. MurcugerL. Something of that sort.

“Senator Brookmart. All rwht

“Mr. Proora. Well, Mr. I\Tltchell did you also sell during the year

?1929 any substantial portlon of your holdings of National glh Bank

stock?

- Mr. Mrrcmern. I held in the midst of the panic all- the stock I

;had owned for a long, long time, and in order to keep the market

rom collapsing where it would be destructive to the interests of our
holders 1 permitted the National City Co. to put into an ac-

wonnt which I established for them of my own, stock which they

might purchase from our shareholders to the tune of $12,000,000. In

er words, I put all that I had back into this institution, and for

1ts stability.  Some of that stock was subsequently sold. There were

personal transfers through the vears. To-day 1 hold the largest

amount of stock of the National City Bank that I have ever held.

Mz, Pucora. No; T asked you this: You stated in answer to Sen-
’rator Brookhart’s questlon that you bought the bank’s stock very ex-
tengively in 1929, and that a portion of that was embraced within
the period of the stock-market collapse.  Now, my question was:
Have you also sold very extensively of vour holdings in that period
or before the end of that year?

Mr. Mrronecn. Well, T bought 28,300 shares, which I had hoped to
‘hﬂld only temporanly It was done in order to help the situation.

Mr. Prcora. To sustain the market?

““Mr. Mrromrrn. Yes. Of that, 10,000 shares were sold, leaving me
'at that time the holder of 53 3()0 shares of stock. There were some
personal transactions of a nmt of that holding in the latter part of




1812

1929, and since that time I have bought that stock back, so that
day I am the holder of that and a little more.

Senator Broogmarr. A little more than 53,000 shares?

Mr. Mrrcuers. Yes, sir.

Senator Broosmarr. At what price did you buy those back?

Mr. MrrcaeLe. 1 paid for those 18,300 shares—I can not tell yeor
offhand just what it would be, but I can give you an approximat
figure. Let me see, at $375 or $380 a share : ‘

Senator BrooxHarr (interposing). That was during the panie

Mr. Matcmsix. Yes, sir.

Senator BrooxkmarT. Then you sold 10,000 shares? ;

Mr. Mrrcuaern. I am giving you the net of that 18,000 shares,
am counting that as this extra stock that I bought at that time, Sen
ator Brookhart. , ~

Senator BrooxHart., All right.

Mr. Mrrcuern. I should say roughly, and I do not recall exact
but that the net.price of the 18,300 shares of stock was about $3
to $380 a share, as a guess. .

Senator Brooxmart. If T understood your statement, then, after
wards you sold a part of that stock.

Mr. Mrrcren. I did. :

Senator BrookHARrT. And then still later bought it in, recently.

Mr. Mrrcuerr. I, frankly o

Senator Broosmarr (interposing). How much did you buy in
recently ? c

Mr. Mircaerr. I bought in all that I sold, and I bought a few
shares more in the meantime.
hSena@tor Brooxmarr. What price did you pay for those last pur
chases !

Mr. Mrrcusrr. 1 sold this stock, frankly, for tax purposes.

Senator BrookuarT. That was to avoid income tax?

Mr. Mircuern. Throwing my fortune into the breach as I did
the benefit of this institution, Senator Brookhart, in 1929, I had ¢
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definite loss in that stock which I was forced to take. e
Senator Brooxmarr. In other words, by making a sale of it tha
showed a loss in your income.
Mr. Mrrcurern. That certainly did.
Senator Broorxmarr. And then you bought it back afterwards?
Mr. Marcueun. Yes, sir. :
Senator Brooxmarr. And, now, those are the prices I want to get
what you sold at and what you bought it back at. :
Mr. MrrcurLn. The prices are a matter of record, but the one ¢
whom I sold this stock, a person of some means, had no ability t
take the loss that existed in that stock and at the end of last year I
bought the stock back at what had been paid for it. i
Senator Broog#arT. At the same price?
Mr. MircraEn. Yes, sir. :
Senator Brooxnarr. That sale was just really a sale of con
venience, to reduce your income tax? ;
Mr. Mrrcaern. You can call it that if you will.
Senator Brooxuarr. Well, is that right?
Mr. Mrrcmern. Yes; it was a sale, frankly, for that purpose, where
you hoped the buyer would be able to make a profit. And it was
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with the idea of making a profit. But the accumulated loss
reat that T offered, and did buy, the stock back this year at
ad been paid for it. _

stor BrooxmarT. This buyer was a friend of yours, of course.
q favored you and you wanted to favor him. '
MrrererL. It was not that kind of negotiation. But I simply
Sot see that buyer take that loss. And I hold today that stock.
stor BrookHART. You did not have a similar sympathy for
s6 buyers here in the room and buy that stock back, did you?
‘MiroueLr, If anybody here in the room, or anybody that
now, has suffered a loss in gross that I have in City Bank
then you know somebody that I do not. I, individually have
~a greater loss from the market failure in National City
tock than any other individual in the United States.
ator BrooxmArt. Well, the real fact is, then, that neither
olf nor any of the big financial crowd realized that this thing
flated beyond all reason in 19291 .
Mrremern, I did not realize this, and I was looking over

ator Brooxmart (interposing). The fact is that the public
t rely on the judgment of the big financial crowd in these
fneial matters at all. '
MircuerL, With respect to the future and on market prices
n the economics of the situation, there are so many factors
which the men in finance have no control and really have com-
ively little knowledge, that it is just as impossible for them
dict a definite future as it is for anybody else.

ator BrooxHART. Then, shouldn’t they state that fact in every
spectus that they put out to the people? Shouldn’t they state:
‘do not know and nobody can tell what will happen, and it 1s
sible to tell.

- Mrromern. Well, I will tell you for all of them, myself
led, that we are human, we are filled with error, and it does
atter how good our intention may be we are going to make
kes at times. I only hope that we can learn something from
is and be able to reach that period when we can put into
ructive effort the lessons that we have learned during this
od.

he Caarrman. The committee will now
enator Frercuer (interposing). Mr. Mitchell, what were your
dings in the National City Co. at this time? ‘

[r. Mrromrrn. You see, the stock of the National City Co., the
estment affiliate, is not a stock that is owned by the public at all,
ator Fletcher.

enator FreTcHER. Yes.

r. Mrrcuerr. That is owned by these three trustees for the
enefit of the shareholders of the National City Bank. So that
ery shareholder of the National City Bank has an interest ratably
o his holdings as to the total of the assets and earnings of the
tional City Co. And that beneficial interest is evidenced by a
mp on the back of the shares of the National City Bank, so that
beneficial interest in the company goes along with the bank
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