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

System was held in Washington on Thursday, April 13, 1939, at 2:00

P. in,

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szynczak
Mr. McKee
Mr. Davis
Mr. Draper

Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Paulger, Chief of the Division of

Examinations
Mr. Dreibelbis, Assistant General Counsel

Mr. Harrison, President of the Federal
Reserve Bank of New York

Reference was made to a letter received today from the Comp-

troller of the Currency reading as follows:

"You will please find enclosed herewith draft of
a proposed letter to be submitted by the directorate
of the Bank of America to the Comptroller of the Cur-
rency. In this proposed letter the Bank of America
would agree to declare no dividend which, in effect,
had not previously been approved by the Federal Reserve
Board, the Federal Deposit Insurance Corporation and
the Comptroller's Office.

"Vgill you advise me, please, whether the Federal
Reserve Board is prepared to assume this responsibility,
and further, the opinion of the Board as to the pro-
cedure outlined therein?"

Consideration was given to the
above letter and to a draft of reply
thereto which had been prepared prior
to the meeting on the basis of informal
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discussions among members of the Board

and staff. After certain changes had

been suggested therein Messrs. Wyatt,

Thurston and Paulger were requested to

redraft the letter and submit it to the

Board for further consideration.

At this point Messrs. Bethea, Clayton, Thurston, Wyatt, Paulger,

Dreibelbis and Harrison left the meeting.

Mr. Szymczak stated that a telegram had just been received from

the Federal Reserve Bank of Dallas advising that at the meeting of the

board of directors today R. R. Gilbert, who has been serving as First

Vice President of the bank, was appointed as President for the unex-

Pired portion of Mr. McKinney's term of five years ending February

28, 1941, with salary at the rate of $20,000 per annum, subject to

approval of the appointment and salary by the Board of Governors.

Mr. Szymczak said that the board of directors were remaining

in session and, if possible, would like to have advice of the Board's

decision on the appointment and salary before the adjournment of the

Meeting of directors in order that an immediate announcement of the

aPpointment might be made. During the ensuing discussion the opinion

was expressed that, in view of the decision of the Board, as set forth

in the report of maximum salaries for official positions at the Fed-

eral Reserve banks which was approved at the meeting of the Board on

March 15, 1939, that the maximum salary for the position of President

of the Federal Reserve Bank of Dallas should be $20,000, the salary
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of Mr. Gilbert for that position should not be fixed at that figure.

At the conclusion of the discussion

Mx. Szymczak was requested to call Mr.

Merritt on the telephone and advise him

that in the circumstances the Board was

not willing to approve the salary fixed

by the board of directors for Mr. Gilbert
but would be willing to approve a salary

at the rate of 0_8,000 per annum if fixed

by the board of directors at that rate.

Mr. Szymczak left the room and upon his return stated that he

had talked with Mr. Merritt who reported that the directors would con-

sider the matter further and communicate with the Board again. Shortly

thereafter another telegram was received from Mr. Merritt stating that

the directors had fixed Mr. Gilbert's salary in the new position at

the rate of 0_8,000 per annum, subject to approval by the Board.

Thereupon, Mr. Davis moved that

the Board approve the appointment of

Mr. Gilbert as President of the Federal

Reserve Bank of Dallas for the unex-

pired portion of the five-year term
ending -r'ebruary 28, 1941, with salary

at the rate of18,000 per annum for

the remainder of the current year.

Carried unanimously.

Messrs. Bethea, Clayton, Thurston, Wyatt, Paulger and Dreibelbis

having reentered the room, there was presented a revised draft of a

Ply to to the letter received today from the Comptroller of the Currency

with respect to the Bank of America National Trust and Savings Associa-

tion.
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The letter was discussed and ap-
proved unanimously in the following

amended form:

"This is in response to your letter of April 13,

1939, addressed to the Board of Governors of the Federal

Reserve System, enclosing a draft of a proposed letter

which it is understood the Bank of America N.T. Sc, S.A.
may be requested to address to the Comptroller of the

Currency, agreeing to declare no further dividend 'if
in the opinion of either the Comptroller of the Currency,

the Board of Governors of the Federal Reserve System, or
the Federal Deposit Insurance Corporation, the payment
of such dividend would impair the capital stock of the
bank or would constitute an unsafe or unsound banking
practice.' It is understood that this is in connection
with a proposed loan by the Reconstruction Finance Cor-
poration to the stockholders of the bank to finance the
purchase of additional stock of the bank for the purpose
of increasing the bank's capital.

"You ask to be advised whether the Board is prepared
to assume this responsibility and, further, the opinion
of the Board as to the procedure outlined therein.

"It is the opinion of the Board that it cannot prop-
erly assume this responsibility and cannot approve of the
Procedure, for the following reasons:

"1. An agreement not to pay dividends which in the
Opinion of the supervisory authorities would impair the
capital stock of the bank is superfluous, because the pay-
ment of dividends which impair the capital of a national
bank is expressly prohibited by section 5204 of the Re-
vised Statutes and the Comptroller of the Currency is
Clothed with authority to take remedial action if this
Prohibition is violated;

"2. If the bank's capital is unimpaired, if it has
actual net earnings within the meaning of section 5204
of the Revised Statutes, and if it transfers ten per cent
of its net earnings to surplus (until the surplus equals
100 per cent of its capital) as required by section 5199
of the Revised Statutes, the question whether it is ex-

pedient to distribute any or all of its remaining net
earnings in the form of dividends is a question which
the law expressly leaves to the judgment of the bank's

directors. For the supervisory authorities to undertake
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"to tell the directors whether or not they may pay divi-

dends under these circumstances would be to assume a re-
sponsibility which the law places upon the directors;

"3. The duty of determining whether the foregoing

provisions have been complied with by a national bank is
placed by law primarily on the Comptroller of the Currency
and as a matter of practice is not assumed by any other
bank supervisory authority. No such other supervisory

authority would be in possession of independent informa-
tion except as a result of expensive and unnecessary dupli-

cation of examinations; and
"4. If the bank should violate this provision or

otherwise engage in unsound practices in paying dividends
and the Comptroller should decide to institute proceed-
ings under section 30 to remove the directors from office,
the Board would preside as a judge in such proceedings
and it ought not to prejudge the case by a prior approval
of the payment of dividends, either expressly or by im-
plication."

At this point Messrs. Thurston, Wyatt, Paulger and Dreibelbis

left the meeting and the action stated with respect to each of the

matters hereinafter referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the

Federal Reserve System held on April 12, 1939, were approved unani-

MoUsly.

Memorandum dated April 11, 1939, from Mr. Smead, Chief of

the Division of Bank Operations, submitting letters dated April 8

rrom Mr. Rounds, Vice President of the Federal Reserve Bank of New

York, which requested approval by the Board of changes in the per-

sonnel classification plan of the bank to provide for the separation

of the Check Depai went from the Collection Department with no changes
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to be made in the names of divisions or sections, title of positions,

description of work or maximum salaries, and for the transfer of the

Wire Transfer Division from the Cash Department to the Collection De-

Partment which would involve the elimination of the position of Senior

Clerk in the City Collection Division, a slight change in the descrip-

tion of work of the position of Assistant Chief of the City Collection

Division, and for certain other minor changes. The memorandum stated

that the proposed changes had been reviewed and recommended that they

be approved.

Approved unanimously.

Memorandum dated April 6, 1939, addressed to Mr. Davis by

Mr. Bethea, Assistant Secretary, referring to the arrangements in

effect during 1938 for maintaining a skeleton force on Saturdays

during the swnmer months and suggesting that, if the Board desires

to adopt substantially the same plan for a like period during 1939,

it authorize the maintenance of a skeleton force on Saturdays from

Saturday, May 27 to Saturday, September 9, inclusive, a period which

includes sixteen Saturdays. The memorandum also suggested that, if

the Board should be disposed to extend the period somewhat during

1939) it authorize the maintenance of a skeleton force on Saturdays

tram Saturday, May 6 to Saturday, September 16, inclusive, a period

which includes twenty Saturdays. Mr. Davis had attached a memoran-

dun' to the file stating that he would favor the arrangement for the
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Period May 27 to September 9, inclusive. far. Davis' decision was

concurred in by the other mbers of the Board.

Accordingly, the Board authorized the
maintenance of a skeleton force on Saturdays
during the mmnner months from Saturday,
May 27 to Saturday, September 9, inclusive,
subject to substantially the sane regula-
tions as were in effect during the corres-
ponding period last year.

Thereupon the meeting adjourned.

Ted:

Assi s ant Seer ta

Chairman.
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