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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Saturday, April 1, 1939, at 11:30

a. m.

PRISENT: Mr. Eccles, Chairman

Mr. Szymczak

Mr. Davis

; teh'. Draper
0

1/4
Mr. Bethea, Assistant 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 31, 1939, were approved unani-

mously.

Memorandum dated March 31, 1939, from Mr. Goldenweiser,

Director of the Division of Research and Statistics, recommending

that Susan Lydia Bull be appointed on a permanent basis as a clerk

in the Division, with salary at the rate of 0_,700 per annum, effec-

tive at the expiration of her temporary appointment at the close of

business on April 15, 1939, subject to her passing satisfactorily

the usual physical examination.

Approved unanimously.

Memorandum dated April 1, 1939, from Mr. Bethea, Assistant

Secretary, recommending that, for the reasons set forth in the mem-

orandum, John M. Poundstone, page, be promoted to the -oosition of
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clerk in the Secretary's Office, with salary at the rate of t1,260

per annum, effective immediately, and that Niles R. Ellison be ap-

pointed a page in the Secretary's Office, with salary at the rate of

t1,080 per annum, effective as of the date upon which he enters upon

the performance of his duties after having passed satisfactorily the

usual physical examination.

Approved unanimously.

Letter to Mr. Ruml, Deputy Chairman of the Federal Reserve Bank

of New York, reading as follows:

"This will acknowledge receipt of your letter of

March 30 advising the Board that after further consid-

eration your directors have voted to fix the salaries

of the officers of the bank at the amounts approved by

the Board of Governors for the period specified in its

letter of March 17.
"The views you express with respect to the aspects

of the matter which appear to your directors to be im-

portant will have the careful consideration of the Board."

Approved unanimously.

Letter to the board of directors of the "State Bank and Trust

Company", San Marcos, Texas, stating that, subject to conditions of mem-

bership numbered 1 to 4 and 6 contained in the Board's Regulation H,

and the following additional conditions, the Board approves the bank's

application for membership in the Federal Reserve System and for the

appropriate amount of stock in the Federal Reserve Bank of Dallas:

"5. Such bank, except as permitted in the case of na-

tional banks exercising fiduciary powers, shall
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"not invest collectively funds held by the bank as

fiduciary and shall keep the securities and invest-

ments of each trust separate from those of all other

trusts and separate also from the properties of the

bank itself.

Such bank shall make adequate provision for depre-

ciation in its banking house and furniture and

fixtures."

Approved unanimously, together with

a letter to Mr. McKinney, President of

the Federal Reserve Bank of Dallas, read-

ing as follows:

"The Board of Governors of the Federal Reserve System

approves the application of the 'state Bank and Trust
Company', San Marcos, Texas, for membership in the Fed-

eral 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 enclosed, one of which is for your

files and the other of which you are requested to forward

to the Banking Commissioner for the State of Texas for

his information.
"In view of the fact that the examiner has reported

that the estimated losses shown in the report of examina-

tion for membership were eliminated following the exam-

ination, the usual condition of membership regarding the

elimination of estimated losses has not been prescribed.

"It has been noted that the bank is authorized to

exercise trust powers but has so far administered only

one trust and the account was terminated several years ago.

In this connection, however, it appears the institution

expects to be appointed executor or administrator within

the near future of an estate with total assets of approxi-

mately $160,000 and said to consist almost entirely of U.

S. Government securities. In the circumstances, its ap-

plication for membership is being approved on the same

basis as though it were presently exercising trust powers

and it will not be necessary for it to obtain the Board's

permission before doing so. However, since it does not
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"appear that the bank has established a trust department,
appointed a trust officer and trust committee, and made
other arrangements for such business, it is requested that

you advise the management that if the bank intends to ac-

cept trust business, the Board will expect it to take ap-

propriate steps to fix the responsibility therefor and to

equip itself to handle the business in accordance with ap-

proved practices.
"The bank is apparently authorized under its charter

to exercise certain other powers which it is not exercis-

ing at this time and which are not necessary in the conduct
of its business. The management's attention should of

course be called to the fact that if the bank should here-
after desire to exercise any of these powers it would be
necessary under condition numbered 1 to obtain the Board's
permission before exercising them.

"In your letter transmitting the application you state
that the bank's officers have indicated that their board
of directors would be unwilling to accept membership in
the System if it be conditioned upon the elimination, within
a specified period, of the bank's holdings of other real
estate or the shares of its own stock held as collateral.
While other real estate is without question an unsatis-
factory bank asset and in accordance with sound banking
practice should be disposed of as quickly as possible,
the Board, as you know, does not make arbitrary require-
ments of banks coming into the System that holdings of
other real estate be disposed of within specified periods.
Neither does the Board have an invariable rule with respect
to requiring banks, as a condition of membership, to dis-
pose of their own stock held as collateral to loans.
Specific requirements may be made in an individual case
but they would be based upon the circumstances involved.
In this particular case the management has given you as-
surances that these undesirable features will be remedied
as soon as practicable, and judging from accomplishments
of the present management in improving the condition of
the bank and your comments regarding the active officers,
the Board is willing to rely upon those assurances. Con-
sequently there appears to be no need for specific re-
quirements regarding the holdings of other real estate
and the bank stock held as collateral. We have gone into

this at some length in order that it be clear that the
application has been handled on the same basis as it would
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"have been handled had not the attitude of the directors

toward these matters been made known to the Board.

"In order that the Board's files may be complete, it

is requested that you forward a copy of the form of capital

debentures which the bank sold to the Reconstruction Finance

Corporation."

Letter to Mr. Parker, President of the Federal Reserve Bank of

Atlanta, reading as follows:

"Reference is made to your letter of January 31,

1939, together with enclosures, in which you advise that

the Board of Directors of your bank at its meeting on

January 13, 1939, gave consideration to the matter of

recommending to the Board of Governors of the Federal

Reserve System that the Savannah Agency of the Federal

Reserve Bank of Atlanta be discontinued and decided by

a 6 to 3 vote not to submit to the Board of Governors

a recommendation to close the Agency.
"The Board has carefully noted the statements con-

tained in your letter and in the memoranda enclosed there-

with and will bear them in mind in any consideration given

to this subject. Should any additional information here-

after be developed by your bank with respect to the ad-

visability of continuing the agency, it will be appre-

ciated if you will bring it to the attention of the Board."

Approved unanimously.

Thereupon the meeting adjourned.

As si st ant Secretary.

Chairman.
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