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A meeting of the Board of Governors of the Federal Reserve

syst e111 was held in vashington on Tuesday, December 22, 1942, at 11:00

atter

Pecie

PRESENT: Mr. Ransom, Vice Chairman
Mr. bzymczak
kr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary
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-

referred to was taken by the Board:

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

Reserve System held on December 21, 1942, were approved unani-

kilsly.

Memorandum dated December 21, 1942, from Mr. Morrill, reading

follows:

"On December 18, L942 the Board approved Mr. Leonard's
memoramtum of the same date, recommending that (a) the Board's
employees be paid overtime beginning December 1, 1942, on the
basis provided in a joint resolution passed by the congress
Pn December 15, and (b) that the present official hours of
forty-four hours per week be maintained until January 1943,
Pending review of the situation and determination of the gen-
eral practice of the other agencies, unless the situation is
Charged by an announcement of the President.

"It is understood that the Board would like to pay over-
covering the period December 1 to 15, inclusive, before

Christmas, and this office has gone forward with the prep-
aration of a supplemental pay roll to accomplish this purpose,
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"having in mind that the language of the joint resolution
?s ambiguous and that some time may elapse before clarify-
ing interpretations will be issued by the Comptroller Gen-
eral. Informal inquiries made of other Government organi-
zations indicate that there will be considerable delay in
the payment of overtime compensation because of the com-
Plexities involved in applying the resolution to various
types of employees and to the mechanical problem of pre-
Paring supplemental pay rolls.

"In view of the fact that the Board's organization is
relatively small, the staff feels that, subject to the
President's signing the joint resolution in the meantime,
the Board might appropriately pay overtime compensation for
the period December 1 to 15, inclusive, to all regular full-
time employees on the pay roll at the close of December 15
on the basis of a flat 10.8 per cent increase for a forty-
four hour work week on that part of an employee's basic
compensation not in excess of t2,900 per annum, and each
employee will be paid only such overtime compensation as
11111 not cause his aggregate compensation to exceed a rate

of 0,000 per annum. The comments contained in Mr. Leonard's
memorandum refer to an increase of 'approximately 10.7 per
cent', but this figure was computed on a weekly basis.
Overtime computed on an annual basis figures out at approx-
imately 10.8 per cent. Since the Board's pay rolls are
Prepared on a semi-monthly basis, it seems appropriate to
Use the higher percentage. Mr. Leonard concurs in this
view. It will be our purpose, however, to omit from the
Payroll any one separated during the December 1 to 15 pe-
riod, and the question of whether payments should be made
to such employees will be determined at a later date after
the situation has been clarified.

"The joint resolution provides that employees whose
hours of duty are intermittent, irregular or less than
full time, and substitute employees whose compensation is
based upon a rate per hour or per day shall be paid addi-
tional compensation in lieu of the overtime compensation
authorized in the resolution, amounting to 10 per cent of
SO much of their earned basic compensation as is not in
excess of the rate of 62,900 per annum, and each such em-
Ployee shall be paid only such additional compensation as
Will not cause his aggregate compensation to exceed a rate

?I' $5,000 per annum. The Board has a few employees falling
14 this category and, of course, they will be paid at the
10 per cent rate rather than at the 10.8 per cent rate.

"It is also proposed that no change be made in the ex-
isting leave regulations of the Board with respect to the
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"December 1 to 15 period and that persons on annual or sick
leave during the period receive a supplemental payment for
overtime and be treated in the same way as though they had
actually worked the entire period. Of course employees on
leave without pay would receive no overtime compensation.
EmPloyees will not be paid for overtime worked during the
December 1 to 15 period in excess of the four hours con-
templated by the official work week, but compensatory leave
will be granted as has been customary in the past.

"There are some additional complications with regard
to certain types of employees in the Secretary's Office
Which it is believed might properly be disregarded for the
Purpose of the December 1 to 15 overtime payment; namely,
(1) guards on night duty have been required to work only
forty hours a week as a general rule, although they are
subject to call for additional service at any time. As a
temporary expedient, orders have been issued to these
guars actually to work an extra eight hours every two weeks
in order that the average hours worked will be forty-four
hours per week. (2) Charwomen are regularly required to
work forty-four hours per week but are allowed to take a
half hour lunch period on official time. This practice is
customary in the Treasury and for the present it does not
seem necessary to make any change in this arrangement. In
view of the fact that both the guards and charwomen are in
the lower-paid category, it does not seem advisable to de-
prive them of overtime compensation paid on a flat basis.

"Counsel for the Board is of the opinion that there
is no legal objection to the Board proceeding on the basis
outlined above without waiting for the clarification of all
Points involved. In the absence of objection, therefore,
this office will proceed accordingly."

Approved unanimously, it being under-
stood that the approval was subject to the
signing by the President of the joint reso-
lution passed by Congress on December 15,
1942.

Telegram to Mr. William

konomics and Farm Management,

l'14Ldlng as follows:

I. Myers, Department of Agricultural

Cornell University, Ithaca, New York,

"Board of Governors of the Federal Reserve System has
appointed you Class C director of the Federal Reserve Bank
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"of New York for three year term beginning January 1, 1943,
and will be pleased to have your acceptance by collect tele-
gram.n

Approved unanimously.

Letter to Mr. Stewart, Secretary of the Federal Reserve Bank of

St* Louis, reading as follows:

"As requested in your letter of December 14, 1942, the
Board approves the payment of salary at the rate of $4,200
Per annum to Mr. Howard H. Weigel, Assistant Vice President,
effective December 1, 1942, for the period ending May 31,
1943.n

Approved unanimously.

Letter to Mr. Clerk, First Vice President of the Federal Reserve

Of San Francisco, reading as follows:

"In accordance with your request the Board of Governors
approves the changes in the personnel classification plan of
the Los Angeles Branch, as submitted with your letter of De-
cember 4, 1942.

"Action on the changes proposed in Mr. Day's letter of
December 3, 1942, has been deferred pending clarification by
representatives of the War Labor Board as to some details of
general procedure. It is expected that a reply will be forth-
coming shortly."

Approved unanimously.

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

worth, Kansas, stating that, subject to conditions of membership

11141therea 1 to 3 contained in the Board's Regulation H, the Board ap-

1 8 the bank ts application for membership in the Federal Reserve

re't
m and for the appropriate amount of stock in the Federal Reserve

of Kansas City.

Approved unanimously, together with a
letter to Mr. Leedy, President of the Fed-
eral Reserve Bank of Kansas City, reading
as follows:
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"The Board of Governors of the Federal Reserve System
a,-Pproves the application of the 'Citizens State Bank',
Ellsworth, Kansas, for membership in the Federal Reserve
System, subject to the conditions prescribed in the en-
closed 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
Bank Commissioner for the State of Kansas for his informa-
tion.

"It is assumed that you will follow the matter of the
bank's bringing into conformity with the provisions of law
and the Board's regulations the savings accounts listed on
Page 16 of the report of examination for membership and that
of reaucing to within statutory limits the excess balance in
a nonmember bank."

Letter to Mr. Fletcher, Vice President of the federal Reserve

liank
Of Cleveland, reading as follows:

"Reference is made to your letter of December 7, 1942,
relating to the holding of stock by the Monongahela Trust
Company, Homestead, Pennsylvania, in The Hays National Bank,
Hays, Pennsylvania. The Board has considered all of the
facts and circumstances in this case, including the fact
that substantial compliance with the condition of member-
sill') involved was accomplished in the absorption by the
trust company of the First National Bank of Homestead,
Homestead, Pennsylvania, and that you have expressed the
°Pinion that the condition might properly be canceled. In
the circumstances, the Board cancels the condition of mem-
bership, Please advise the Monongahela Trust Company ac-
cording-4.n

Approved unanimously.

Telegram to the Presidents of all the Federal Reserve Banks,
Naci.

Ing as follows:

"Following discussion with representatives of Armed
Services, Board has under consideration advisability of
(a) reducing minimum guarantee fee on loans guaranteed on
behalf of Armed Services and Maritime Commission from 1/2
to 1/4 per cent on guaranteed portion of loan, and (b) of
adopting in lieu of present flexible schedule following
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"schedule of rates: for guarantees up to 65 per cent of
loan, 10 per cent of loan rate on guaranteed portion of

an; for 70 per cent guarantee, 12-1/2 per cent of loan
rate; for 75 per cent guarantee, 15 per cent of loan rate;
for 80 per cent guarantee, 17-1/2 per cent of loan rate;
for 85 per cent guarantee, 20 to 25 per cent of loan rate;
for 90 per cent guarantee, 25 to 30 per cent of loan rate;
for 95 per cent guarantee, 30 to 40 per cent of loan rate;
and for 100 per cent guarantee, 40 to 50 per cent of loan
rate. Understood that in case of guarantees of 85 per cent
and above, higher brackets of guarantee fees will be ap-
plied as at present, i.e., normally only when guarantee
Percentage would be regarded as more than adequate. Please
advise views your Bank on proposea reduction in minimum
guErantee fee not later than Saturday, December 26, and
views your Bank on proposed schedule of guarantee fees not
later than Monday, December 28."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks, read-
ing ,

quoted below. The letters to Messrs. Young and Day contained an

4111iti°nal statement that the War Department had requested that copies

elf the 
proposed guarantee agreement be made available to the Detroit

1.1(1L°8 Angeles Branches, respectively, and that it was assumed that
their

4 would arrange to have that done.

"There are enclosed herewith six copies of a draft of a
0posed revision of the standard form of guarantee agreement

rr use under Executive Order No. 9112, which has been ten-
6atively agreed upon as the result of conferences between rep-
!:esentatives of the Viar Department, the Navy Department, the
maritime Commission, and the Board of Governors, and after
.2arefu1 consideration of suggestions received from the Federal
l'aserve Banks and from other sources.

"V;e will be giaa to have any suggestions and comments
whi. eh you may care to make with respect to the proposed re-
nslon. In addition, the proposed revision may be submitted
6? interested parties whose comments you may consider de-

and if they have any suggestions they should be
rensmitted to us through your Bank.
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Hit will be appreciated if you will submit specific
language to carry out any suggestions made.

"In order that such suggestions may be considered,
they must be received by the Board not later than January
5, 1943."

Approved unanimously, together with
the following letter to Mr. W. L. Hemingway,
Acting Chairman of The National Viar Loans
Committee of the American Bankers Association,
St. Louis, Missouri, similar letters being ad-
dressed to: Ur. Hugh H. McGee, Chairman of
the Committee on Banking Practice, Association
of Reserve City Bankers, New York, New York;
Mr. J. ivilson Steinmetz, President of Robert
Morris Associates, Philadelphia, Pennsylvania;
Mr. Mark A. Brown, Vice President of the Harris
Trust & Savings Bank, Chicago, Illinois; Mr.
Henry C. Alexander, Vice President of J. P.
Morgan Company, Inc., New York, New York; Mr.
Eugene Southall, of Millbank, Tweed & Hope,
New York, New York; Mr. Kenton R. Cravens,
Vice President of The Cleveland Trust Com-
pany, Cleveland, Ohio; Mr. Donald B. Vail,
Assistant Resident Counsel of the Irving
Trust Company, New York, New York; Mr. John
W. Kearns, Attorney for the First National
Bank of Chicago, Chicago, Illinois; and Mr.
William B. Cudlip, Detroit, Michigan:

"Consideration is now being given to a revision of the
Present standard form of guarantee agreement, dated May 14,
1942, for use in connection with the guaranteeing of loans
Pursuant to Executive Order No. 9112, and the Board's Regu-
lation V. There are enclosed 15 copies of a tentative draft
of revision of the standard form of guarantee agreement which
has been prepared by representatives of the War Department,
Navy Department, Maritime Commission, and the Board of Gov-
ernors.
. "Vie will be glad to have any suggestions which your comr-
mittee may care to make with respect to the proposed revision.
Any such suggestions should be submitted in writing, together
With the specific language designed to carry out the sugges-
tions made.

"In order that such suggestions may be considered, they
Must be received by the Board not later than January 5, 1943."
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Letter to Mr. Thurman Arnold, Assistant Attorney General,

N3a1tment of Justice, reading as follows:

"Receipt is acknowledged of your letter of December 16
in which you state that the Department of Justice needs for
its own confidential information certain data regarding
small loan companies, and asking permission for certain in-
vestigators of your Antitrust Division to inspect the Reg-
istration Statements filed by small loan companies pursuant
to Regulation IV and any pertinent special files or reports
on such companies which the Federal Reserve Bank of Richmond
maY have. Your letter names four representatives, one or
more of whom will contact the Reserve Bank.

"The Board of Governors is glad to cooperate with your
Department and sees no objection to permitting the inspec-
tion of the Registration Statements and other data under
the conditions stated in your letter. The Board is so ad-
yising the Federal Reserve Bank of Richmond and is forward-
ing a copy of your letter and of this reply to it."

Approved unanimously, together with
the following letter to Mr. Leach, Presi-
dent of the Federal Reserve Bank of Rich-
mond:

"Enclosed are copies of a letter dated December 16
from Mr. Thurman Arnold, Assistant Attorney General, and
a copy of the Board's reply of this date.

"V,e understand from a conversation which preceded Mr.
Arnoldts letter that the Department is handicapped at the
outset of a study of small loan companies with regard to
Possible antitrust law violations because its investiga-
tors are having difficulty in compiling a roster of
branches, parent companies, etc., and that the informa-
tion which they hope to obtain from the hegistration
Statements and other data at the Reserve Banks would be
Used by them merely as a lead. It is for this reason that
4r. Arnold's letter begins by saying that the Department
needs the data 'for its own confidential information'. We
also understand that if Registration Statements and other
data appear to be a valuable aid in this connection, the
Department of Justice will probably wish to inspect the
records of the other Federal Reserve Banks.

qtr. Arnold named the men who would visit your Bank,
at our suggestion, in order to facilitate their identifi-
cation by your Bank when they arrive."
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Telegram to the ?residents of all the Federal Reserve Banks

eelt Philadelphia, reading as follows:

"Board has been advised that subject of submitting
Federal Reserve Bank forms to the Budget Bureau for assign-
ment of approval numbers will be discussed again at next
residents' Conference and suggestion has been made that
lt would seem advisable to defer any action on procedure
suggested in Board's letter Jecember 3, 1942 (S-594) so
far as Federal Reserve Bank forms are concerned until sit-
uation is clarified with respect to Reserve Bank policy
and possible implications that may be inherent in the sub-
.?ect. Board of Governors has no objection to matter tak-
ing this course pending determination of application to
such forms of Federal Reports Act of 1942."

Approved unanimously, together with
a telegram to Mr. Williams, President of
the Federal Reserve Bank of Philadelphia,
quoting the above telegram.

Letter to Mr. Leach, Chairman of the ?residents' Conference

el44111-ttee on Operations, Federal Reserve Bank of Richmond, reading as

toaaows.

une have maqe some rearrangement of the duties within
the office of the Secretary of the Board of Governors, one
of which will be the transfer, effective January 1, 1943,
Of the supervision of the Y4ashington office of the Leased
hire System from Assistant Secretary Carpenter to Assist-
ant Secretary Nelson who has charge of the other service
functions handled by the Secretary's Office. Therefore,
after that date Mr. Nelson will be the representative of
the Board designated to meet with the Leased Wire Committee.

Dillard, Chairman of the Committee, is being advised
Qlrectly of this change, and it is being brought to your
attention as Chairman of the ?residents' Conference Com-
nolttee on Operations under which it is understood the
Leased Wire Committee functions.

"Copies of this letter are being sent to Mr. Day and
Mr. Sienkiewicz as ?resident and Secretary, respectively,
of the ?residents' Conference."

Approved unanimously.
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Letter to Mr. hittier, Deputy Chairman of the Federal Reserve

of Philadelphia, 1 oug1assvi1le, Pennsylvania, reading as follows:

".6e have your letter of December 14, 1942, in which you
inquire regarding a possible provision in the by-laws of the
Federal Reserve Bank of Philadel2hia to cover the contingency
that all Class C directors might be absent from a meeting of
the board of directors.

"The provision of the statute to which you refer was en-
c.cted in 1917 and presumably it was felt at that time that it
was not necessary to provide for the contingency in which all
three Class C directors would be absent. However, there is
no reason why the by-laws of a Federal Reserve Bank may not
include some provision on the subject if desired.

"In this connection the by-laws of one of the other Re-
serve Banks contain the following:

/In the absence of the Chairman, Deputy Chairman,
and the Third Class U Director, the Directors
present at a meeting shall select a Chairman.'

The by-laws of another Federal Reserve Bank contain this pro-
vision:

/In the absence of all Class C directors, the board
shall elect one of its members to act as chairman
pro tem./

The by-laws of the other Federal Reserve Banks apparently make
no provision to cover the possibility.

"You might wish to give consideration to the inclusion in
the by-laws of the Federal Reserve Bank of Philadelphia of a
Provision similar to those quoted above.

"If there is any further information which we can give
You with regard to this subject, we shall be very glad to have
You write us further."

Apt,
erov

Approved unanimously.

Thereupon the meeting adjourned.

'*/ lit&WIA44.4
Vie Chairman.

(6Q41,4za2 MA)Le 
ecretar.
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