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A meetin 1z, of the Board of Governors of the Federal Reserve Sys-

tem W
"84S held in Washington on Thursday, October 15, 1942, at 11:00 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper
Mr, Evans

Morrill, Secretary

Bethea, Assistant Secretary
Carpenter, Assistant Secretary
Clayton, Assistant to the Chairman

The action stated with respect to each of the matters herein-
ter
Teferred to was taken by the Board:

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

Feq
8rg) ; X . :
< Reserve System held on October 14, 1942, were approved unanimously.

Telagram to Mr. McLarin, President of the Federal Reserve Bank

4%,
tldnta, stating that the Board of Governors approves for the Atlanta

Bank
* ®ffective October 15, 1942, the rates established by the board of

ir
.ect
Ors of the Bank of 1/2 per cent on advances to member banks, under

Pap
g : 5
Sraphs 8 and 13 of section 13 of the Federal Reserve Act, secured

r fully guaranteed obligations of the United States which
have i

® year or less to run to call date or to maturity if no call
dﬂte,

°f 2 per cent on advances to individuals, partnerships, or corpora-

i
lo S other than banks under the last parsgreph of section 13, and of
~1

/2 Per cent on advances to member banks under section 10(b), and the
8
itdblishment without change of the other rates of discount and purchas
n
the Bank! ¢ existing schedule.

Approved unanimously.
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Memorandum dated October 14, 1942, from kir. Morrill, recommend-

ing that Stanley M. Love be appointed as a laborer in the Secretary's

ftice Oon a temporary basis for an indefinite period, with salary at

the .
Tate of $1,200 per annum, effective as of the date upon which he

"Mterg upon the performance of his duties after having passed satis-
factorily the usual physical examination.
Approved unanimously.
Memorandum dated October 13, 1942, from Mr. Morrill, recormend-
g Yhat the following increases in salaries of employees in the Secre-
tary’s Office be approved, effective as of October 16, 1942:

Salary Increase

ﬁsﬂs Designation From To

a : Y
Ma:iaL; Oddsson Stenographer $},440 £1,560
Ouisrb Pauszek Stenographer 1,620 1,740
Edinf Douglas Stenographer 1,620 1,740
He1q Schaffner Stenographer 1,620 1,7L0
D-Jn Conley Stenographer 1,680 1,7L0
Ropggy e Krieger General Assistant 2,400 2,600

°Tt P. Yarner Clerk 1,680 1,800

Approved unanimously.

Memorandum dated October 14, 1942, from Patrick J. Winkler, a

Fed

e‘l‘"‘" : . . ek s == + 5
“91 Reserve Examiner in the Division of Examinations, temporarily
3381

€ N 3 T o vy 3 =

S0ed to the office of the Administrator for the War Loans Committee,
B o
ubmltted
4

to the Board with & recommendztion for approval by lir. Smead,
Qti ' ;
1€ Administretor for the Ver Loans Committee, requesting thet lir.
Winkle .
T be granted leave of absence without pay beginning October 17,

Ly,
; 2 g 3 ~ A
' B0 thet he might enter active duty with the United States Army,
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and s
i that he be granted the benefits provided in the policy adopted by

the
Board op November 14, 1940, end amended August 20, 1941, for all

Sp]
o : : ' -
vees entering military service.

Approved unanimously.
Letter to the board of directors of the "Granite Trust Company",

lassachusetts, stating that, subject to conditions-of member-

8hy
P numbered 1 to 6 contained in the Board's Reguletion H and the fol-

10v-1
' n‘ (o] 2 . . < s .
€ special condition, the Board approves the bank's application
Or m
nem 5 & - " . o %
enbershlp in the Federal Reserve System and for the appropriate
Woyp
¥ of stock in the FTederal Reserve Bank of Boston:

"T. Prior to edmission to membership, such benk, if it
has not already dene so, chall charge off or other-
wise eliminate estimeted losses of #20,279.41 &s
shown in the report of examination of such bank as

of July 20, 1942, made by &an examiner for the Federal
Reserve Bank of Boston."

Approved unanimously, together with
the following additional letter to the
board of directors of the "Granite Trust
Company":

. "TIn connection with your application for membership

in the Tederal Reserve System, the Board of Governors &p-

; Proves the retention and operation by the 'Grenite Trust
Company', Quincy, Massachusetts, after admission to member-
Ship, of the three branches in Weymouth, Messachusetts, the
fﬂtablishment and meintenance of which were approved on
April 24, 1941, by the Commissioner of Banks of the Common-
Wealth of Massachusette."

In connection with the above matter,
unanimous approvel was also given to &
letter to Mr. Paddock, President of the
Federal Reserve Bank of Boston, reading
as follows:
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"The Board of Governors of the Federal Reserve System
S8Prroves the application of the tGranite Trust Compeny!',
QUinc‘, Vassechusetts, for membership irn the Federal Reserve
SYStem, subject to the conditions prescribed in the enclosed
letter which you are requested to forwerd 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
°f which vou are requested to forwsrd to the Commissioner
Of Banks for the Commonweslth of Massachusetts for his
information.

"You will note that in the lett
8ttention is called to the fact thet
bank will be expected to comply witl
¥ions prescribed by the Federal Deposit Insursnce Corporation
In connection with the approval of the continuation of the

ranches acquired in the absorption of the Weymouth Trust
Company .

"It is sssumed that you will follow the metter of the
bankt g bringing into conformity with the provision§ of-law
&nd the Board's regulations the savings accounts listed on
Page 2 of the report of exemination for membership.

"Enclosed ie a letter approving the retenticn and op-
®ration of branches at Weymouth, Massachusetts, which you
8re requested to forward to the board of directors of the
&Pplicant bank. Enclosed also is a copy of the letter for
your fijesg."

e
it

Sae
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Letter to Mr. Mulroney, Vice President of the Federal Reserve

i ¢ x g
Of Chicago, reading as follows:

"With your letter of September 1, 1942, you tran§mitted
© us a copy of & letter of August 31, 1942 from Mr. W. I.
Earth, Vice President, First Visconsin Trust Compény, wllaau—
“€e, Wisconsin, relating to the execution by 425 West Wiscen-
Sin Avenue, Inc., Milwaukee, Wisconsin of &an agreement on
Form P-3 (Exhibit L - Agreement to Permit Examinetions) in
Connection with the application by Wisconsin Bankshares
Orporation for a supplementury voting permit covering The

araboo National Bank. :

"Since such an sgreement had not been filed and it ap-
Peared that 425 West Wisconsin Avenue, Inc. was & subsidiery
Of Pirgt Wisconsin Trust Compeny (and, indirectly, of Wiscon-
8in Bankshares Corporation), the Board, in its telegram of
Tune 8, 1942, suthorizing the issuance of & voting permit
%0 Wisconsin Bankshares Corporation, preseribed & condition
Telating to the filing of the agreement. Apparently a re-
Quest, b§ the Wisconsin Bankshares Corporaticn that First

for FRASER
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"Wisconsin Truet Company furnish the agreement prompted
Ur. Barth's letter to you in which he expresses reluctance
to execute it unless it is required by law.
s "As you know, the form of application to be filed by
8 holding company affiliste desiring a voting permit was
Prescribed by the Board pursuant to the authority, end in
distﬁTae of the responsibilities, vested in it by section
5144 of the Revised Statutes of the United States. As a
Part of such an application, the holding company affiliate
18 required to file agreements on Form P-3 executed by ell
Orgenizations (other then member banks) with which the ap-
Plicant or any of its subsidiaries is affilizted (see Board's
Reﬁ'ulation P and printed forms referred to therein). In
t?e cese of applications for supplemental voting permits,
thig requirement ordinarily is waived in so far as it re-
lates to organizations whose agreements have been filed in
Connection with previous epplications; but this is immaterial
In this instance because 425 West Wisconsin Avenue, Inc. was
Organizeq subsequent to the issuance of the voting permit
10w held by Wisconsin Banksheres Corporation.
"Tt is understood that 425 West Wisconsin Avenue, Inc.,
Y88 orgenized in 1937 to hold title to and operate real es-
tate at the address contained in its corporate title. Ir.
8rth's letter confirms our information that a majority of
the corporation's outstending voting sheres are held by First
WiSCOnsin Trust Company in various fidueciery capacities and
States that First Wisconsin Trust Company is 'edministering
the corporation 425 West Wisconsin Avenue, Inc. on behalf
°f the stock so held by it in trusts as well as on behalf
Of & substantisl minority of the stock held outside.' Wis-
®onsin Bankshares Corporation owns substantielly all of the
Stock of First Wisconsin Trust Compeny and, it is understood,
. relatively small minority of the stock of 425 Vest Wiscon-
€in Lvenue, Inc.
"On this basis, Wisconsin Bankshares Corporation and
; Pirst wisconsin Trust Company cleerly are affiliated with
425 viegt VWisconsin Avenue, Inc., within the meaning of the
: Yerm 'effiliated! as defined in Regulation P. Accordingly,
f Complience with the requiremente with respect to voting
: Permiy applicstions cells for the filing of the agreement
i °n Form P-3 executed by 425 West Wiesconsin Avenue, Incs;
50d the Board does not feel that it should meke an exception
%o sueh uniform requirements in this case. The responsbility
EOP obtaining and filing the agreement, of course, rests wiFh
“isconsin Bankshares Corporation, the holding company affili-
?te: end it is suggested that you discuss this matter with
%8s representetives in the light of this letter.
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"The time within which the voting permit could be is-
Sued to Wisconsin Bankshares Corporstion under the authoriza-
tion contsined in the Board's telegram of June 8, 1942, has
expired. Congideration of the question whether such authori-
2ation should be renewed is being deferred pending receipt of
8dvice as to whether the conditions then prescribed will be
et . »

Approved unanimously.

Letter to Mr. Wallace, Counsel of the Federal Reserve Bank of

Rie
hmond, reading as follows:

. "Your letter of September 15 raises a guestion under
“epulation W which has recently been considered by the
0ard in connection with credit cards issued by gasoline
Companies and others. The question relates to the status
of g charge account where the buyer has given the seller
& note for the emount due end the seller has transferred
the note to snother Registrant.

"The previous inquiries arose out of a regular course
of dealipg*baseﬁ on contrazcts between the various independ-
®nt dealers and the issuer of the credit cards under which
the issuer agrees to purchase all accounts receivable aris-
ing out of sales made by the dealers to the holders of the
Credit csrds. The accounts are purchased without recourse

eXcept in the cese of freud, etc.) and in the normal course
of events the desler receives his money immediately and
hearg nothing further regarding the account.

"The Board took the position that the dealer was the
Seller, and that consequently he was the tRegistrant' within
the meaning of section 5(b). Consequently, if & customer
414 not pay his bill for articles purchased through a dealer,
he could nevertheless purchase listed articles with his
Credit card from snother desler, and furthermore the issuer
Of the credit card would not be prevented by the Reguletion
Trom purchesing the sccount arising from the latter sale.

"On the other hand, if the dealer contemplated making
further gales of listed erticles on credit to the holder of
the creqit card, he would not be safe in so doing unless he
?Ouna out from the issuer of the card whether the holder
Y88 in default on account of previous purchages from him,

"Tn these ceses there wes no promissory note, but ihe
?eSults would be the same if there were a promissory note,
1 view of the definitions of 'charge sale' and 'charge ac-
count' in sections 2(f) and 2(g). Consequently, if the note
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"Were not paid (whether because it had been renewed or for
8Ny other veason) within the time prescribed in section 5(e),
the sccount would be in default, unless the note had been re-
newed under such conditicns as to constitute a 'cure' under
Section 5(d).

"With respect to your second guestion, the seller could
take 2 renewal note without limitation as to maturity, since
he would in effect be merely extending the time of payment
of the account. The account would remain in default pending
Payment. On the other hand, if the bank accepted a renewal
Note payeble to itself, it would in effect be making a loen
the proceeds of which it knew would be used to retire &
Charge account, and the renewal would be subject to the re-
Strictions applicable to such loans."

Approved unanimously, with the under-
standing that copies of the above letter
would be sent to the Presidents of all the
Federal Reserve Banks.

Letter to Honorable Deniel W. Bell, Under Secretary of the

T
reasury, reading as follovis:

"Thie refers to your letter of October 12, 1942,
enclosing a copy of a proposed Treasury order setting
forth & procedure for destruction of currency in Puerto
Rico. Yéu are asdvised that the proposed procedure, in
80 far es it affects Federel Reserve notes and Federal
Reserve Bank notes, meets with the approval of the Board

°f Governors of the Federal Reserve System."

Approved unanimously.
Letter to Mr. E. P. Tucker, Vice President of the Merchants

hal Bank, Port Arthur, Texas, reading as follows:

"This refers to your letter of September 22, 1942,
%o Hon. Henry Morgenthau, Jr., Secretary of the Treasury,
With respect to the protection afforded United States
Government securities held in custody for your Bank by
the Federal Reserve Benk of Dalleas, & copy of which was
referred to the Board by Mr. D. W. Bell, Under Secreteary
°f the Treasury.

"Since your benk is located in’the Eleventh Federal
p‘eSOI‘Ve District we are forwarding & copy of your letter

uisfed.org/
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"to Mr. R. R. Gilbert, President of the Federal Reserve
Bank of Dalles, with the request that he write you with
Tespect to the protection afforded by the Bank to securi-
ties held in custody for member benks.

"While our records do not indicate the types of in-
Surance csrried by your bank, it is our understanding
that some benks have blanket bonds which provide for in-
Surance of gecurities held in their own vaults and in the
V&ults of their correspondents. It is also understood
that certain insurance companies have agreed to write
DPolicies for member banks insuring them against loss on
Securities held in custody for their account by & Federal

Reserve Bank."

Approved unanimously.

Thereupon the meeting adjourned.

Secretary,

’ 4 j/
ADDI‘()Ved: \_//; 7 ’17

/

Q‘\

\)

NI,

Chairman.
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