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A meeting of the Board of Governors of the Federal Reserve

s
“Y8tem was held in Washington on Wednesday, May 28, 1941, at 11:10
&.m.

PRESENT: Mr. Eccles, Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper

Mr. Morrill, Secretary
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. Dreibelbis, Assistant General Counsel
Mr. Vest, Assistant General Counsel
Mr. Spurney, Building Manager
The members of the Board were furnished with copies of a memo-
Tang, .
W of points to be considered in determining whether the construction
of t
he addition to the Board's building should be obtained under a lump ¢
Supy
. Or under g management fee contract. Mr. McKee summarized various
&spe
Cts of the problem and stated that the committee consisting of Mr.
2¥my
®2ak and himself had no definite recommendation to offer but that,
i .
8 €lving the matter a great deal of thought, he was inclined to feel £
that .
3 1t would be better to defer action on this question until the con-
trag
t drQ'Wings and specifications were completed, the time limit for
Whi o
: h was July 24, and that the Architect was endeavoring to shorten
8 .
Period by at least two weeks. There followed a lengthy discussion
of 4
i he Points involved in determining the question, during which Mr.
Pugy,
€Y advised the Board of the discussions which he had had with rep-

o\ 2k sl .
tatives of the Public Buildings Administration and their preference
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for the management fee form of contract, particularly when it is de-
SIred that the construction of a building be expedited. Attention was
Urecteq also to the fact that it has become a general practice of the
G°vernment to use the management fee form of contract for construction
Projects undertaken in the present circumstances. There was also a dis-
“Ussion of the various methods of determining the management fee during J
Yaich reference was made to the present practice of the Government, and

the Chairman offered the suggestion of a type of contract which would

Start with a fee based upon the estimated cost, with a reduction there-

fron on a graduated scale if the total cost of the building exceeded

the estimated cost. The Chairman also referred to the three occasions

g %hich he had discussed the matter with the President and the fact

that the President had advised that the Board proceed with the construc- "
AtiOn of the addition. It was pointed out that under the present schedule
the Contract drawings and specifications should be completed not later
than JWly 24, 1941; that, if it were decided to put out requests for

blds o lump sum contract basis, this might be done about August 1; that ¢
the bids should be received by August 21, and that the successful bidder

Mght b able to begin work by September 1. On the other hand, it was

POinted out that it might be possible to negotiate a management fee con-

Tact and for the architect to rearrange his work on the plans so that

exeavation work could be started by July 15, or from six weeks to two

Monthg earlier than in the case of the lump sum contract.

In view of all the circumstances, including particularly the
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limited amount of time that might be saved under a management fee con-
tract as compared with a lump sum contract and other great uncertainties
1n the present situation and with respect to prospective developments,
the discussions indicated a feellng on the part of the members of the
BOard that it would be better to walt until the contract drawings and
specifications were complete and in readiness for inviting bids; that,
Mlesg in the meantime there appeared to be special reasons for adopt-
g the management fee type of contract, bids might be obtained upon a
hmm Sum contract form; and that upon receipt of the bids consideration
eht be given to the possibility of negotiating with the low bidder on
amanagement fee basis if that seemed to be desirable at the time.
At the conclusion of the discussion

it was agreed that Mr. Morrill should ad-

vise the Architect today that he should

complete the contract drawings and speci-

fications as rapidly as possible, with a

view to obtaining bids on a lump sum con-

tract basis.

Attention was directed to the desirability in the meantime of
m“ing a careful review of a list of possible contractors to whom invi-
t&tions to bid might be sent in order that the Board might be assured
ha, the successful bidder would be acceptable and in this connection

¥ wag stated by Mr. Spurney that he had been assured that the informa-
Han in the possession of the Public Buildings Administration in regard
® Various contractors would be made available to us and that every co-

ODepat s
Tation would be extended to us.

At this point Mr. Spurney left the meeting,
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Mr, Szymczak submitted the recommendations of thé Personnel Com-
Wttee that Frank D. Jackson, President, Jackson Grain Company, Tampa,
Florida, be appointed a director of the Jacksonville Branch of the Fed-
°fal Reserve Bank of Atlanta: for the unexpired portion of the three-
Year tem ending December 31, 1943, and that Lloyd Noble, President of
the Noble 0i1 Company, Ardmore, Oklahoma, be appointed a director of the
mth°ma City Branch of the Federal Reserve Bank of Kansas City for the
"expireq portion of the three-year term ending December 31, 1942.

Mr. Szymczak moved that the two ap-
pointments be made as recommended by the
Personnel Committee.

Mr. Szymeczak's motion was put by the
chair and carried unanimously.

Mr. Vest withdrew from the meeting at this point.

Further reference was made to the reply received from Secretary
°f the Treasury Morgenthau under date of May 23, 1941, to the Board's
Yettor of April 24, 1941, relating to bank holding companies and there
ok ddscussion of a suggestion by Mr. Draper that a letter be ad-
essed o yp, Morgenthau stating, in effect, that the Board's sugges-

long ¢, improve the regulation of holding companies could not be re-
"I%d a5 slight. During the course of the discussion reference was

"ede 4o the request of the President that the Treasury, the Board, the
Sdera) Deposit Insurance Corporation, and the Comptroller of the Cur-

Pene
V get together on a program relating to bank holding companies and

it
Wa,
8 the consensus of the members present that, inasmuch as the Board
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bag Submitted to the Secretary of the Treasury its suggestions as to
Yhe Program that should be adopted, no further action was called for
b the Board at this time in connection with the President's request.
Other aspects of the matter were discussed but no action was taken.

At this point Messrs. Thurston, Wyatt, and Dreibelbis left
the room and the action stated with respect to each of the matters
hex'eil’l"ifter referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the
Federa) Reserve System held on May 27, 1941, were approved unanimously.

Memorandum dated May 23, 1941, from Mr. Goldenweiser, Director
°f the Division of Research and Statistics, recommending that, for the
Teason stated in the memorandum, Arthur M. Borak be appointed on a
temmrary basis from approximately the middle of June to approximately
e middle of September as an associate economist in that Division,
it Salary at the rate of $425 per month, effective as of the date
Pon why opy he enters upon the performance of his duties.

Approved unanimously.

Memorandum dated May 23, 1941, from Mr. Goldenweiser, Director "
°f the Division of Research and Statistics, recommending, with the
*ONeurrence of Mr. Smead, Chief of the Division of Bank Operations,
that Miss Louise E. Evans be transferred from the Division of Bank Op-
*Tationg to the Division of Research and Statistics as a clerk-stenog-

Ta;
Pher, wity no change in her present salary at the rate of $1,800 per
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8num, effective as of the date upon which she enters upon the perform-
80ce of her new duties.
Approved unanimously.
Letter to Captain C. J. Barry, Jr., Acting Assistant Adjutant

General, Office of the Commanding General, Presidio of San Francisco,

C "
alifornia, reading as follows:

"In response to your inquiry of May 12, 1941 regard-
ing 2nd Lieutenant Laurence E. Skees, Medical Administra-
tive Reserve, you are advised that Mr. Skees has been in
the employ of the Board of Governors of the Federal Re§erve
System since November 15, 1933, and that his present title
%S Federal Reserve Examiner, with headquarters in Washington,

« C.

"For several months Mr. Skees has been in San Francisco,
under assignment made by the Chief of the Board's Division
of Examinations, to participate in and make a report on an
eXamination of a large organization having many subsidiaries
and offices in that area. It is understood that most of
the field work in connection with the examination has been
completed. In addition to whatever examination work re-
mains to be done, the principal work remaining for Mr.

Skees to do in San Francisco is to correlate the mass of
data which has been developed and incorporate it in a com-
Prehensive report which will, of necessity, be quite lengthy.
It is anticipated that as much as three months may be re-
Quired to complete this. After that, Mr. Skees will Pe ex-
Pected to return to Washington and review in detail with

1s superiors various matters covered in the exa@inatlon.

. Skees' impending call to service will necessitate a

more detailed review of the various matters covered in the
eXamination than would be necessary if it were certain that
he would be here to explain in detail various important
matters concerning which questions may be raised from time
to time. In view of the mass of details and large number

of important matters which have been developed during the
eXamination, it would be highly impracticable, if not im-
Possible, to substitute another examiner for Mr. Skees at
this stage of the examination. Accordingly, it is requested
that if possible his order to active duty with the Medical

for FRASER
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"Corps be deferred for a period of six months to enable
Mr. Skees to complete his report and review with his
Superiors here the large number of important matters
Covered."

Approved unanimously.

Letter to the board of directors of "The Northville Bank",
N°rthVille, New York, stating that, subject to conditions of member-
Ship Numbered 1 to 3 contained in the Board's Regulation H, the Board
Proves the bank's application for membership in the Federal Reserve
Systen and for the appropriate amount of stock in the Federal Reserve

K of New York.

Approved unanimously, together with
a letter to Mr. Sproul, President of the
Federal Reserve Bank of New York, read-
ing as follows:

"The Board of Governors of the Federal Reserve Sys-
tem approves the application of 'The Northville Bank',
Northville, New York, for membership in the Federal Re-
serve 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
Superintendent of Banks for the State of New York for his
information.

"In view of the advice that losses estimated in the
report of examination as of March 29, 1941, have been charged
off or otherwise eliminated, the usual condition of member-
Ship regarding elimination of losses has not been prescribed.

"The report of examination made in connection with the
application for membership contains comments upon a number
of unsatisfactory features with respect to the management,
including dissension among some of the officers and direc-
tors and indifference on the part of some directors. On
the other hand, the condition of the bank appears to be
f‘_mdamentally sound, and after conferring with one of the
directors and one of the officers of the bank following the
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"e§amination for membership, Mr. Gidney expressed the
opinion that the tendency of the management is clearly
conservative and that the bank is in safe hands. In view
of the circumstances, the Board has approved the applica-
tion upon the assumption that the Reserve Bank will fol-
low the situation closely to see that the bank does not
Suffer from the management situation and that, as oppor-
tunity is afforded, appropriate steps are taken to
strengthen it."

Thereupon the meeting adjourned.

(MAII 2 MM

Secretary.

APproved: \—/i?;///i/%/ /] (
LUMAILLL )

Chairman.






