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

was held in Washington on Saturday, March 281 1956, at 11:00 a. m.

ferred

Board;

PRESENT: Mr. Broderick, Chairman pro tern
Mr. Szymczak
Mr. McKee
Mr. Ransom

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

Consideration was given to each of the matters hereinafter re—

to and the action stated with respect thereto was taken by the

Telegram to Mr. Wood, Chairman of the Federal Reserve Bank of

St. Louis, stating that the Board approves the establishment without

ehallge by the bank today of the rates of discount and purchase in its

existing schedule.

Approved unanimously.

Letter to the board of directors of the "Lineville State Bank",

Iowa, stating that, subject to the conditions of membership

'lumbered 1 to 3 contained in the Board's Regulation "H", and the follow—

j'llg special conditions, the Board approved the bank's application for

Membership in the Federal Reserve System and for the appropriate amount

°f stock in the Federal Reserve Bank of Chicago:

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

"5* Prior to admission to membership, such bank, if
it has not already done so, shall charge off or
otherwise eliminate estimated losses of $1651 as
shown in the report of examination of such bank
as of February 181 19361 made by an examiner for
the Federal Reserve Bank of Chicago."
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Approved unanimously, together with a
letter to Mr. Stevens, Federal Reserve Agent
at the Federal Reserve Bank of Chicago, read-
ing as follows:

"The Board of Governors of the Federal Reserve System
approves the application of the 'Lineville State Bank',
Lineville, Iowa, for membership in the Federal Reserve
System, subject to the conditions prescribed in the in-
closed letter which you are requested to forward to the
Board of Directors of the institution. Two copies of such
letter are also inclosed, one of which is for your files
and the other of which you are requested to forward to
the Superintendent of Banking for the State of Iowa for
his information.

"The report of examination of the bank as of Febru-
ary 18, 1956, indicates that the bank is carrying a
balance in excess of 10 per cent of its capital and sur-
plus with the Princeton State Bank, Princeton, Missouri,
a nonmember bank, and in this connection it is requested
that you call the specific attention of the bank to the
provisions of Section 19 (c) of the Federal Reserve Act."

Letter to Colonel A. T. Marix, President, Retired Officers'

Association, Los Angeles, California, reading as follows;

"This refers to your letter dated March 17, 1956,
in which you request a ruling by the Board upon the
question whether a deposit of the 'Retired Officers'
Association of the U. S. Army, Navy, Marines, Coast Guard,
Coast and Geodetic Survey, Public Health' may be classi-
fied by a member bank as a savings deposit within the
definition contained in section 1(e) of Regulation Q.

"It is understood from your letter that your organ-
ization is an unincorporated association, having no
Charter, by-laws, or directors, the members of which are
retired officers; that the only salaried officer of the
association is the president, who carries out the policies
recommended by the advisory board; that the revenue of the
association is obtained by voluntary contributions from
retired officers and from officers on the active list; that
the purpose of the association is to protect and advance
the interest of retired officers whenever legislation which
might affect such officers is being considered by Congress;
that the activities of the association consist in combating
adverse legislation, and in promoting legislation which
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"might be considered favorable, not only to retired officers,
but to national defense as well.

"Under the definition contained in section 1(e) of Reg-
ulation Q, a deposit of an organization may not be classified
as a savings deposit unless such organization is not operated
for profit and, in addition, is operated primarily for
religious, philanthropic, charitable, educational, fraternal
or other similar purposes. The Board has given consideration
to the arguments in support of the view that your association
is a fraternal organization, but has reached the conclusion
that, under all of the circumstances, your association may not
be considered as one operated primarily for fraternal purposes
Within the meaning of that term as used in the regulation.

"Without regard to the question whether your association
IS operated for profit, it is the view of the Board that, on
the basis of its understanding of the facts, as stated above,
your association is not operated primarily for any of the pur-
poses stated in section 1(e) of Regulation Q and, accordingly,
a member bank may not classify a deposit of your association
as a savings deposit.

"However, your attention is invited to the fact that
there is nothing in Regulation Q to prevent your association
from maintaining an interest-bearing time deposit in a member
bank.

"If you should have any further questions regarding this
matter or any similar matter, it will be appreciated if you
Will communicate with the Federal Reserve Bank of San Fran-
cisco, which will be glad to answer your inquiries."

Approved unanimously.

Letter to Mr. V. R. Shackelford, Orange, Virginia, reading as

f°11ows:

"This refers to your letter of March 9, 1936, addressed
to Senator Carter Glass, with regard to the applicability of
section 22(g) of the Federal Reserve Act and the Board's
Regulation 0 to inactive officers of member banks, which has
been forwarded to the Board for reply. you referred to
certain officers of a national bank which are apparently in-
active in the performance of duties as officers of such bank
and requested advice as to whether any exceptions are made
in the regulation to meet special cases where officers of
member banks are inactive, or whether there is any likelihood
of the regulation being relaxed prior to June 16, 1938.
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"Under the provisions of section 22(g), the Board is
authorized to define the term 'executive officer', and to
prescribe such regulations as it may deem necessary to
effectuate the provisions of section 22(g) in accordance
with its purposes and to prevent evasions of such pro-
visions. At the time of its consideration of Regulation
0, the Board was aware of the fact that some member banks
had honorary or inactive officers whose titles were such
as to cause the public to consider them executive officers.
The Board also gave consideration to the fact that a
president or other officer of a member bank, although in-
active, is in a position to exercise actively the duties
of his office should occasion arise. Moreover, Congress,
in enacting section 22(g), did not make a distinction be-
tween active and inactive officers. In the circumstances,
the Board felt that, in discharging its responsibility under
the law, it was not justified in excluding officers of the
kind referred to in your letter from the definition of the
term 'executive officer' even though such officers might
be inactive. The regulation prescribed by the Board is
applicable to all member banks alike and the Board does not
feel that it should attempt to make exceptions in particular
cases where the officer covered by the regulation is in-
active, since to do so would not be fair to other banks to
which the regulation applies.

"Your letter indicates that you are under the impression
that Regulation 0 does not become effective until June 16,
1938. However, such regulation was promulgated by the Board
under authority granted to it by the amendment to section
22(g) enacted on August 23, 1935, and such regulation became
effective on January 1, 1936. A copy of Regulation 0 is in-
closed for your information, and ;rou are advised that the
Board is not giving consideration to any change in the
definition of the term 'executive officer' as contained
therein."

Approved unanimously.

Letter to Mr. Thomas, Federal Reserve Agent at the Federal Re-

serve Bank of Kansas City, reading as follows;

"This refers to your letter of February 27, 1936, in-
closing copies of the by-laws of your bank for the operation
of its branches at Denver, Oklahoma City, and Omaha, and
stating that such by-laws have been adopted by the board of
directors of the Federal Reserve Bank of Kansas City, subject
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"to the approval of the Board of Governors of the Federal
Reserve System.

"It is noted that subsection (e) of section 1,

Article II of each of the revised by-laws provides that
the term of office of the directors, other than the
Managing Director -

'shall be three years, and the terms of such
directors shall be so arranged that the term
of one director shall expire at the end of
each year.'
”As it is obvious that the terms of the six directors

must expire within a three year period, the provision for
the expiration of the term of one director at the end of
each year would not seem appropriate. It is suggested that
this provision be amended so as to make it applicable only
to directors appointed by the bank or so as to state, as
provided in the regulations of the Board transmitted with
its letter of January 9, 1935 (X-9083), that the term of a
director appointed by the Board of Governors and the term
of a director appointed by the bank shall expire at the
end of each year.

"The by-lays do not include the provisions contained
in the Board's regulations transmitted with its letter of

January 9, 1935, to the effect that no director other than
the Managing Director shall be reappointed for a term
immediately following six or more years of continuous
service as a director. While it is not necessary to include
this provision in the by-lats of branch Federal Reserve
banks, it should, of course, be understood that this re-

quirement will be followed with respect to all branch
directors other than the Managing Director.

"Subsection (b) of section 2 of Article II provides

that any member of the board of directors may be removed,

for cause, by the Board of Governors of the Federal Reserve
System at any time. As you know, section 3 of the Federal

Reserve Act provides that directors of branch banks shall
hold office during the pleasure of the Board of Governors
of the Federal Reserve System. Accordingly, it is suggested

either that the provision of the by-laws in question be

omitted or be changed to conform to the wording of the
statute.

"It is also noted that in the case of the by-laws of
the Oklahoma City branch authority is given to the branch
to receive from member banks applications for discount of
eligible notes, drafts, bills of exchange, and acceptances,
and 'member bank promissory notes for periods not exceeding

fifteen days, secured by satisfactory collateral'. In view
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"of the provisions relating to advances by Federal Reserve
banks in sections 13 and 10(b) of the Federal Reserve Act,
as amended, the limitation of fifteen days does not seem
appropriate, and it is suggested that consideration be
given to a change in the language of this provision to
conform to the amended law.

"The Board is prepared to approve the revised by-laws
of the branches of your bank when amended in conformity
with the suggestions above set forth. In this connection,
it is assumed that you have in mind the requirement of the
by-laws that amendments thereto be adopted by a majority
vote of the entire board of directors of the head office."

Approved unanimously.

Letter to the George A. Fuller Company, Washington, D. C., read-

as follows:

"In accordance with the provisions of Article 33 of
the construction contract, you are hereby directed to cause
the work covered by Allowance 'A', Sculpture, in Section
1 of the Specifications, page 61-13, to be done by the
following sculptors for the following amounts:

Walker Hancock,
Lanesville, Item #22 $ 650.00
Gloucester, Mass.

John Gregory,
54 West 74th Street, Items #18 and #19 5,000.00
New York, New York.

Sidney raugh,
101 Park Avenue, Item #1 2,000.00
New York, New York.

"You should, of course, make certain that all of the
work covered by this Allowance, as provided in the contract
documents, is covered by the contracts which you enter into
with Walker Hancock, John Gregory and Sidney Waugh.

"In view of the fact that the total of these awards,
namely $7,6501 is less than $9,9201 the amount named in the
Specifications as the allowance for this work, the difference,
namely, Two thousand two hundred seventy and no/100($2,270)
Dollars, will be deducted in making the adjustment in the
contract sum resulting from the differences between the
amounts of the allowances named in the Specifications and the

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



704

3/28/36 7-

"amounts for which the Board may direct the work to be
done, as provided in said Article 33 and in paragraph
80 of Section 1 of the Specifications, page 51-12."

APpro ed:

Approved unanimously, the sculptors re-
ferred to having been approved by the Board's
architect, the Board's superintendent of con-
struction, and Mr. Miller.

Thereupon the meeting adjourned.

airman pro tem.

Secretary.
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