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A Meeting of the Board of Governors of the Federal Reserve Sys-
u y
% held in Washington on liednesday, March 17, 1943, at 2:20 p.m.

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

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Thurston, Specisl Assistant to the
Chairman

Mr. Paulger, Chief of the Division of
Examinations

Mr. Dreibelbis, General Attorney

Mr. Wingfield, Assistant General Attorney

Mr. Pollard, Assistant Chief of the Division
of kxaminations

Mr. Wyatt, General Counsel

Mr. Kennedy, Assistant Chief, Government
Securities Section of the Division of
Research and Statistics

Mr,
“nder d&t "
(o]

p&”tment

Ransom referred to the memorandum prepared by Mr. Wingfield
f March 6, 1943, in connection with the request of the De-

%mim °f Justice that the Board (1) permit representstives of the

me edent to examine all registration statements under Regulation W at

Hmla ®*rel Reserve Banks and to take from these statements such informa-
.s they deemed desirable regarding smezll loan registrants, (2) per-

g SPecial cases, to be determined by representatives of the Depart-

of 3
%q( JuStlce, the meking of photostat copies of registration statements,
3) .
t, Permit in some instences, to be determined by Department of Jus-
]

Sators for the purpose of developing further information for the

Ptme
nt, The memorandum had been circulated among the members of the
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:Mmif°r Consideration at a meeting, and at Mr. Ransom's request Mr.
;N&ield had prepared a draft of letter to the Attorney Genersl which
: 6 that the Board would be willing to permit the examination of
v;tjuﬁtion statements but felt that copies thereof and follow-up in-
Sations by Federal Reserve Bank investigstors should not be made.
The draft of letter was read by Mr. Wingfield, and in the en-

8 dj -
dlscUSSlon the question was raised by Mr. Szymczak whether the

examination o

f registration statements might result in increased dif-
i
Q“lty :
in ¢

he enforcement of Regulation W. Messrs. Ransom, Dreibelbis,

N T
" 8field a1y stated that that had been their concern ever since the
eeibt,

i
th, ®0 by the Board be along the lines suggested in the letter as

°f the request from the Department of Justice, and Mr. Dreibelbis

that

> having thet in mind, it was his recommendation that the po-

eas
b that could be done in the circumstances.

w“t e, Ransom stated that he had given careful consideration to the
Sp
ang

me » if agreeable to the other members of the Board, would approve

“%d Poseq letter, particularly in view of the fact that the Board would
th

e :
s 8tive cooperation and support of the Department of Justice in
St s
i ;
i%b N with any legal actions that might be brought against reg-
s
thy for Violations of Regulation W. He also szid that he realized

%, °F inherent in information being made available to the Department
‘lsti
g
orr ¢ from registration statements because of the possible reluctance
e s
} glstrants t . . . 9 th f
oy 0 submit the information and to cooperate in the enforce-

of 4
he Tegulation if it were known that information submitted by




393

hey

f s

a8 belng made available to the Antitrust Division of the Department
of ‘I\lst, fee

g have

> and that if the Board desired to defer action on the matter
him discuss it agein with the Attorney General he would do so,
that if the Department insisted he had no other recommendation to

2 than the approvel of the draft of letter which had been read.

At the conclusion of the discussion, it
was agreed that in view of all the circum-
stances Mr. Ransom should discuss the matter
again with the Attorney General.

% Ur, McKee referred to the discussion at the meeting of the Board
J
any,

Bﬁnk =y 19, 1943, with respect to the request received from the Peoples

T Lakewood Village, California, a member bank, for permission to

Qh&s
°1‘ € the assets and assume the liabilities of The First National Bank

lfl°“’er, Bellflower, California, and The First National Bank of
G
Tove, Garden Grove, California, to move the headquarters of the

Dles

g Bank to Bellflower, and to operate branches in Lakewood Village
G&I‘d
®1 Grove. He said that in accordance with the decision reached

4y
bat

time the bank's request had been forwarded to the Board without
be('.q

eng at s
" datlon of the executive committee or board of directors of the
e,

uth ReSGrVe Bank of San Francisco, that the matter had been discussed

Washin . Clerk, First Vice President of the Reserve Bank when he was in
Dy i recently, and that there was in the files a memorandum pre-
o 4
in
1943 the Board's Division of Examinations under date of February 27,
'8

e s
%“&g ttlng forth the pertinent facts with respect to ownership,

ey » ete,, of the proposed consolidated institution. The state-
15’ i also made that a letter had been received under dite of March
A
£
> ‘Tom the law firm of Bodkin, Breslin & Luddy, attorneys for the
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%ople
i Bank, inquiring whether there was anything which they might do
acc

% ®lerate action on the bank's request.

Ur, McKee pointed out that when the bank was admitted to mem-

| t8hip s
4 ? In 1942 a11 the directors and stockholders stated that they had

L)

Pl
4 &ns, Commitments, or undertakings looking toward a change in the
a

the pak the bank as a local independent institution, and that one of
. ndltl'Dns of membership provided that, if without prior written
Q:rh:al of the Board of Governors Transamerica Corporation or any unit
. TraﬂS&merica group acquired directly or indirectly any interest in
'elatiank Other than such as might arise out of usual correspondent bank
ons, Such bank within 60 days after written notice from the Board

qd
°“t wlthdraw from membership in the Federal Reserve System. He went

s

% &y that, while it was not evident from the available facts, there
e s

the ications that the consolidated institution might be in fact under
domll’l

@ion or control of the Treansemerica group, and that in any

eht h
e
1t‘i Would hesitate to approve the application because of the qual-
Cats

10
S of the menagement and its lack of experience in operating a
Mth branches.

Ny ¥r. McKee made the further statement that he had discussed the

) .
ane I Comptroller of the Currency and the Federal Deposit Insur-

x’pc’r"ﬂ'dt-on and that their opinion was that the Board should decline

t
. I‘equest'

At the conclusion of a discussion,
upon motion by Mr. McKee, it was agreed
unanimously that in &ll the circumstances
the application of the Lakewood Village
bank should be declined,




Mr. McKee presented the following draft of letter to the Presi-
et g .
°f all the Federal Reserve Banks:

,"AS you know, a Standing Committee was appointed at the
th ers' Conference last September to continue the study of
aii Scope, procedure, and frequency of examlnatl?ns and pos-
by Le changes in the form and extent of information required

V the report of examination. The Committee was also asked to
ra:e consideration to the development of a uniform system for
% ing banks. The Committee recently met in Ph%ladelphla and
w°108ed are copies of the recommendations submitted on the
ta]O_ Subjects, together with a copy of the letter of transmit-
"lit{egated February 27, from Mr. Hill, Chairman of the Com-
“S\CQEB. Procedure, and Frequency of Examinations and
Information Required by Report of Examination
Bog "01_1 the question of the frequency of examix}ations, the
mitzd Wishes to emphasize the first recommendation of the Com-
€€, namely:
'That the Federal Reserve Banks continue to meke
€Xaminations on the present basis as long as it

18 found possible to do so and that aggressive

efforts be made immediately to augment staffs
t 4 With acceptable men.' .
ing S assumed, of course, that each Federal Reserve Benk is do-
tin S utmost to maintain sn examining staff adequate to con-
€ making examinations on the present basis, undertaking
eqlgleSSively to augment the staff if it is numerically inad-
if .®> and taking appropriate measures otherwise to prevent,

DOSsible, any reduction in the frequency of examinations,
It ie&at, in so far as foreseeable contingencies are conc_erned.
hag S hoped such efforts will be successful and the C?mmlttee
efroc' fered some suggestions designed to reduce the time ax.ud
it sh required for the preparation of reports. However, if
at . oWd be found impossible to maintain an adequate staff
f%ggY Reserve Bank, or if for any other reason 1t_s!10uld be
Stat impracticable to continue the policy of’ examining each
ang S Member bank at least once a year, it will be expected,
Oy s is obviously in keeping with the Committee's rec-
en(,iation, that examinations will be deferred as suggested

1n those cases where the banks are in good condition

Dhiunder capeble management. It is requested that the Board's
¢

h 8lon of Examinations be informed promptly of any meterial

ﬁ{made in your existing policies in this connection.
of { "ith respect to possible changes in the form and extent
d‘lceniomation required by the report of examination to re-
un he work of the examiner in preparing the report, it is
TStood that the Committee studied the report, page by




b

n
m?:fe’ and gave careful consideration to the suggestions sub-
i ed to the Committee by the Reserve Banks. When the new
t0p°rt form was prepared in 1938 a sincere effort was made
D Ml_:educe to essentizls the information required by the re-
Comr 2, 2 most. of the Reserve Banks, as well as the Standing
ote ttee, seemed to feel that chenges which might appropri-
1Y be made in the report were few.
mity "The Board concurs in the suggestions made Py the Com~
he] °€ and it is believed that the suggestions will prove
the?ful in reducing the work of the examiners in preparing
ag tr Teports. It should be pointed out that the suggestion
e © the period to be covered in the schedule on pagg 4 of
Pey Eeport form is applicable to the Reserve Banks which pre-
on O continue at this time to have the schedule prepargd
our and a half or five-year basis, and that there is
agIf’oﬂflict with the suggestion contained in the last par-
theaph of Mr. Paulger's letter of Februery 25 relative to
Tevision of page 4. The suggested chenge in the in-
Teoa, 1ONS &t the bottom of page 4 was incorporated in the
revision of that page.
; "Uniform System for Rating Banks ]
Not, b’rhe adoption of a system for rating member banks will
Syst ® an innovation for the Federal Reserve Banks, but the
itg ®0S now used are veried. The use by a Reserve Bank of
By, 'R rating system is, of course, veluable to the Reserve
ey, 1n keeping informed as to the general condition of the
baggee” Denks in the district, in following trends in the
the :’ both individually and collectively, and in appraising
ectiveness of its supervisory efforts. The suggested
Boargrm System is designed primerily for the purposes o? the
those and its staff and will be of reasl value in following
s f{ictors on a nationwide besis. It should also promote
the ormity in the appraisal of the condition of banks and in
CoproPPlication of supervisory measures. It is felt that the
d €e attained its stated objective in devising a simple
Practjcal system.
Bay "t is requested, therefore, that the Federal Reserve
I@sp: Tate each member bank, both State and national, in their
iy, ecthe districts under the system recommended by the Com~
%unaff Submitting information to the Board's Division of Ex-
2008 in accordance with the following plan:
of 1. State Member Banks. - Submit a list of the banks as
Qurr:rch 15, 1943, showing, with respect to each bank, the
ne rating based upon the latest report of examination
gt Y the Reserve Bank, the date of examination, and total
bay S as of the date of examination. In the case of each
sigy Tated C or D, indicate the major causes for the clas-
“&ioa'lOH in brief descriptive terms, such as 'Asset con-
Ing "0's> 'Menagement!, 'Capital', etc. Following the list-

Var{asPOW a recapitulation by full ratings without (4) or (-)
lonsg,

396
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"The 1ist should be arranged in alphabetical order by

ions of the banks, grouved by States, and the informa-
°h should be submitted on regular lettersize paper and in
Orm substantially in accordance with the enclosed illus-

ration, (However, the previous ratings will not be included

subthe 1943 list but will be included in lists for 1944 and
Sequent, years.)

Mo "Subsequent lists should be submitted ar.mually as of

thrch 15 and as soon after that date as possible. Hereafter,

ofe rating of each State member should be noted on the face

op 10T F.R, 212 to the right immediately above the statement
tonditjion,

& "2. National Banks. - Follow the procedure described

asm’e except that it will not be necessary to submit a list

& °f March 15, 1943. It is realized that the preparation of

uch 5 report might be unduly burdensome, although it is un-

*'stood that a number of the Reserve Banks now rate national

t;n S for their own purposes. It is requested, therefore,

in the ratings for national banks be based upon examinations
the first half of the year 1943 as the reports are received

24 that tpe first complete list be submitted as soon after

N s 1, 1943, as practicable. In 1944 and in subsequent

1.2rS, the lists are to be submitted as of March 15 and the

vgreViOHS rating' for each bank will be that shown in the pre-
VS annual 1ist of ratings. .

Syst "After some operating experience with the uniform rating

of tem, it may be desirable to modify it.somewhat in the light

of ¢ € experience gained and any suggestions you may care to

mter from time to time will be appreciated and should be sub-

®d to the Division of Examinations.®

locat,

Approved unanimously.
it this point, Messrs. Paulger, Wingfield, and Pollard with-

¢
Tou the meeting.
Y U, McKee stated that yesterday he and Mr. Smead, Chief of the

8]
e Bank Operations, and Mr. Vest, Assistant General Attorney,
Wit .
“11 h g Subcomuittee of the Senate Committee on Small Business, of
th
Yy fMator Murray is Chairman, and that a memorandum of the discus-
n
at

th the meeting was being prepared and would be circulated among

g
ers of the Board. He requested that the memorandum be brought
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i Drapel"s attention as soon as he returmed to the office at the end

of this Week,

& this point, Messrs. Wyatt and Kennedy left the meeting.

" Reference was made by Mr. Szymczak to the annual report of the

Qmmit
t )

% of Employees of the Board of Governors of the Federal Reserve

ystem fop .

i year ending March 31, 1943, and Mr. Ransom suggested that
o

Tepopt,
I‘ill

" Should be considered by the Board's Personnel Committee. Mr.
. _

Stateq that Mr. Leonard, Director of the Division of Personnel
Uist
Tation, hed discussed the report with Mr. Brown, Chairman of the

ity
W 9 .of E‘nployees , and that it was understood that the Committee
8

Pre
P ring o letter or memorandum which would explain what was meant

Qgpt
ain Statements contained in the report.

Te Szymezak stated that with his leaving tonight for Dallas

th
there Woulq
&

t
be © their attention so that if prompt action on the report should

e no member of the Personnel Committee in Washington, but

s
°°n as Messrs. Eccles and Draper returned the report should be

Te
Wireg they could meke a recommendation to the Board.
th f this point, Messrs. Thurston and Dreibelbis withdrew from
eting’ and the action stated with respect to each of the matters
i ter referred to was then taken by the Board:
iy The Minutes of the meeting of the Board of Governors of the Fed-
Sterve System held on March 16, 1943, were approved unanimously.

L .
Y, Siter to "The First National Bank of Dewey", Lewey, Oklahoma,
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19 "This refers to the resolution adopted on August 25,
b 42: by the board of directors of your bank, signifying the
S desire to surrender its right to exercise fiduciary
POWers heretofore granted to it.
tual, "The Board, understanding that your bank has never ac-
i ly accepted or undertaken the exercise of any trust, has
SSued a formal certificate to your bank certifying that it
S Mo longer authorized to exercise any of the fiduciary
ggWers covered by the provisions of section 11l(k) of the Fed-
heal I}eserve Act, as amended. This certificate is enclosed
rewith,
fact "In this connection, your attention is called to the
iy that, under the provisions of section 11(k) of the Fed-
. I‘teserve Act, as amended, when such a certificate heas
® issued by the Board of Governors of the Federzl Reserve
suzt:em to a national bank, such bank (1) shall no longer be
y Ject to the provisions of section 11(k) of the Federal
hServe Act or the regulations of the Board of Governors of
® Federal Reserve System made pursuant thereto, (2) shall
? entitled to have returned to it any securities which it
tho have deposited with the State or similar authorities for
e Protection of private or court trusts, and (3) shall not
edrclse any of the powers conferred by section 11(k) of the
of g"al Reserve Act, except with the permission of the Board
OVernors of the Federal Reserve System."

Approved unanimously.

- Letter to the Presidents of all the Federal Reserve Banks,
Ung

88 follows:

Wity "Recently officials of the War Department discussed

5 members of the Board certain questions relating to the
exgueSts of the Federal Reserve Benks for reimbursement of
91125383 incurred in handling loans under Executive Order

oo 2nd the Board's Regulation V. The officials of the War
paffu'tvmen‘r, stated that owing to the wide variance in the ex-
volse Vouchers of the Federal Reserve Banks, based on the
tifU-me of business handled, they have been reluctant to cer-
of Z Some of the vouchers for payment. These vouchfers are,
£ ce°u1‘8e, subsequently sent to the General Accounting Of-

tay, "Following these discussions, the Board had the at-
fr 80 Viar Department tables, marked #1 and #2, prepared
M its records, and one of the officials of the War De-
Qent, had statement #3 prepared from the reimbursable
®se vouchers submitted by the Federal Reserve Banks.
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"Figul‘es shown in statement #l were taken from the func-
lonal expense reports submitted by the Federal Reserve
Banks ang totals for some Banks are slightly different
from the totals shown in table #3. Subsequently, one of
bhe officials of the Navy Department stated that the re-
duests for reimbursement of Regulation V expenses sub-
Witeq by some of the Reserve Banks appeared to be out of
€. Accordingly, we have prepared tables similar to the
8ove for the Navy Department and slso for the Maritime
‘mmission. These tables are also attached.

£ "There is not sufficient informetion in the Board's
lles to enable it to give the War and Navy Departments

o &dequate explanation of the variance in relative op-
gl‘ating costs at the different Federal Reserve Banks.

JUCh information as the Board has available, however,
c,dlca‘tes that the differences in costs may be due prin-
Pally to the causes noted below.

. "The first and most important one relates to the
Policy adopted by the Federzl Reserve Bank in handling
soan applications. It appears thet some Reserve Banks
nend out field representestives to investigate all, or )
arly all, of the applications; that some Banks send in-
V?Stigators out occasionally; and thst others do not use

Sla investigators at all or only on rare occasions.
o 8@ varying procedures necessarily substantially aff‘ect
eperating costs, particularly for salaries and traveling
thenses, It is also understood thet some Reserve Banks
a&ve their counsel carefully review all applica‘?ions from
melegal standpoint and prepare most of the credit agree-
oty S used in connection with guaranteed loans, while
er eI,'S rely upon the financing institutions to prepare ‘Fhe
coedlt agreement s and to do practically all legal work in
MMection with the loan applications. )
"The ot her possible cause for differences in relative

gosts may be a failure on the part of some of the.Banks to
P(r)-]élow strictly the Manual of Instructions Governing the

i Paration of Functionsl Expense Reports in the determina-
0 of their costs. .

8a), ','It is also recognized that differences in average

in ories of employees engaged on Regulation V worl.c has an

t Lortant, bearing on costs. An analysis of the figures

of ®n from Form E indicates that the average annual salary
Such employees at the Federal Reserve Banks ranges from

31’930 to $2,803 in the case of the War Department and from
84 to $3,033 in the case of the Navy Department.

¢ "The Board will appreciate it if you will (a) have the

Deiounting procedure followed in determining costs of .work

ea formed ‘in handling loan applications under Regulat.zlon\.l
Pefully checked to see that the charges are determined in




401

3
/17/[\\3 ~11-

'Strict accordance with the Manual of Instructions Governing
 Preparation of Functional Fxpense Reports, and (b) have
he policy of your Bank with respect to the handling of Reg-

&tion V loans carefully reviewed in the light of the above
‘omments, Tt will also be appreciated if you will write the
&rd fully regarding this matter and, if the expenses for

YOur Bank appear to be relatively high, furnish the Board
h a statement setting forth what, in your opinion, is the
Cause therefor, and indicate whether it would be practicable
a?d advisable to change any part of your present procedure
.U a view to bringing your operating costs more into line
"1th those of other Banks."

Ppproved unanimously.

Letter to Mr. Caldwell, Chairman of the Federal Reserve Bank of

ke
83, .
® City, reading as follows:

r "Reference is made to your letter of January 16, 1943,
tegarging the actions taken or contemplated by your direc-
ors in connection with the resolutions adopted at the
ONference of Chairmen on October 5, 1942.
Ay "With regard to Topic 2, 'Relationship of Reserve Bank
byditOrS', you stated that you were emphasizing this matter
: Tequiring the Auditor to report any matters which may
dgpear to him to be irregular and that generally you were
t Veloping a closer relationship between the Auditor and
the Board of Directors. From your comments it is gssumed
atat Your directors are in accord with the resolution adopted
st “he Conference and that the eight points set forth in the
atement, of Principles will be recognized and maintained
Wi your Bank, If we are incorrect in this assumption, it
be appreciated if you will advise us.
hin, "When Mr. Leedy was here on January 28, I mentioned to
" that your letter of January 16 did not include any ref-
e5nce to the procedure in regard to reports of indebted-
Sess (Topic 3, 'Procedure for Reporting Indebtedness of Re-
nrve Bank Officers and Fmployees') and that the information
at our files did not indicate that the procedure agreed upon
€ Chairmen's Conference was being followed at your Bank.
derstood that the entire procedure would be reviewed
. N Mr, Leedy's return to Kansss City. At your convenience,
Woulq appreciate being advised as to the action taken or
Enclemplated by your directors with respect to the matter.
the Osed for convenient reference is a mimeographed copy of
qebtsuggested procedure entitled 'Reports of Personal In-
edness, etc.'.
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L "We appreciate very much the information you and Mr,
®edy have furnished us and wish to assure you of our inter-

st in learning of the further developments at your Bank re-

garding the various matters discussed at the Chairmen's
Onferen ce, "

Approved unanimously.
Letter to Mr. Young, Chairman of the Presidents' Conference Com-

ttee
; °n Currency Hoarding, Federal Reserve Bank of Chicago, reading as
°110w
s:

191 "There is enclosed a copy of my telegram of July 9,
addressed to the Presidents of all Federal Reserve

Ks at the request of the Committee on Currency Hoarding,
manih’ at that time, was composed of Messrs. Sproul (Chair-
L Lea?h, and McKee. There is also enclosed copy of a
19A23r written by Mr. Sproul to Governor McKee on March 9,
o and its enclosure indicating that the Committee desired

¢ontinue receiving similar reports from time to time.
he C"Since the Committee was reorganized at the meetiyg of
reSHIOerrence of Presidents held June 22-23, 1942, which
as Cht?d in a changed membership and the designation of you
to whalrman of the Committee, I would appreciate advice &s
mﬂndether You desire to have the Reserve Banks continue to
Port t such reports. According to our files, occasional re-
of ti have been received since last June from three or four
lap) € Banks in addition to a monthly report submitted regu-
I hay by the Federal Reserve Bank of Cleveland. As you know,
YOurvg fu?nished copies of these reports to the members of

v lOmmlptee. However, the last report received from the
reCeztand Bank covered the month of January, 1943. The most
Wag report received from any of the other Reserve Banks
Oct Prepared by the Federal Reserve Bank of Atlanta covering

Ober, 1942,n

Approved unanimously.

Yy Telegram 1o Mr. Day, President of the Federal Reserve Eank of
Fr

ancj .
18co, reading as follows:

hR .

te§§5rr1ng your letter of March 12, Mr. Agnew's letter and

quégﬁm of same dete to Mr. Dreibelbis, and previous corre-

draanse‘Pegarding payment by your Bank of punch card checks
Y disbursing officers of Navy Department at Mare
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L}
;island and Bremerton Naval Stations, Governor Szymczak has
anZcussed this matter with official of Treasury Department
P understands that Treasury will proceed with revision of
ircular 176 in consultation with representatives of Federal
isﬁrve System, but that owing to tremendous burden war has
graCGd upon it, Treasury hopes your Bank will be willing to
i°°eed with card punch check program without waiting for
stnal agreement upon changes in circular 176. In circum-
unances, Board hopes you will accede to Treasury request with
derstanding that every effort will be made by Board to ob-
ain revision in circular 176 at earliest practicable date.™

Aoproved unanimously.

Thereupon the meeting adjourned.

%ﬁ )’Y\M,/L-;'z.ﬁ

Secretary.

' ¥ .
Vice Eealrman.






