
tem was
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A meeting of the Board of Governors of the Federal Reserve Sys-

held in Washington on Wednesday, March 17, 1943, at 2:30

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

p.m.

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Thurston, Special 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 hxaminations
Mr. *Wyatt, General Counsel
Mr. Kennedy, Assistant Chief, Government

Securities Section of the Division of
Research and Statistics

4r. Ransom referred to the memorandum prepared by Mr. Wingfield

141O(*date of March 6, 1943) in connection with the request of the De-

Of Justice that the Board (1) permit representatives of the

1)6'rtrkterit t
4 oe? 

examine all registration statements under Regulation W at

,ii. Reserve Banks and to take from these statements such informa-4

t4ert

"they deemed desirable regarding small loan registrants, (2) per-

Pedal cases, to be determined by representatives of the Depart-

Justice, the making of photostat copies of registration statements,

Permit in some instances, to be determined by Department of Jus-

renr-resentatives, follow-up investigations by Federal Reserve Bank
.te 

tikm.
---ors for the Purpose of developing further information for the

1)elkrt
Illert• The memorandum had been circulated among the members of the
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kard Or consideration at a meeting, and at Mr. Ransom's request Mr.

eld had prepared a draft of letter to the Attorney- General which

eiithat the Board would be willing to permit the examination of
rep4 _,

'&41' rat ion statements but felt that copies thereof and follow-up in -
'/eatikni.

—1°r18 by Federal Reserve Bank investigators should not be made.

The draft of letter was read by Mr. Wingfield, and in the en-
41411g
'4-acussion the question was raised by Mr. Szymczak whether the

:t'icn of registration statements might result in increased dif-

etat

"%it y
- -, the enforcement of Regulation W. Messrs. Ransom, Dreibelbis,

kid vi.
Ingfield all stated that that had been their concern ever since the

Csrl takq en by the Board be along the lines suggested in the letter ashe le_
east 
that could be done in the circumstances.

Ransom stated that he had given careful consideration to thektter

t
h 

if agreeable to the other members of the Board, would approve
e Pro

P°sed letter, particularly in view of the fact that the Board would
theeç 

 active cooperation and support of the Department of Justice in

t 1°n with any legal actions that might be brought against reg-qt(trit t

th 8 -(311 Violations of Regulation W. He also said that he realized

q44-'1"r inherent in information being made available to the Department

8tiCe from registration statements because of the possible reluctance

etrn,A.
u-- s to submit the information and to cooperate in the enforce -

()t th- regulation if it were known that information submitted by

of the request from the Department of Justice, and Mr. Dreibelbis
etaL,

that,
having that in mind, it was his recommendation that the po-
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theta was being made available to the Antitrust Division of the Department
Or

JlIst*lee, and that if the Board desired to defer action on the matter
and hav

e 41111 discuss it again with the Attorney General he would do so,

bit that
- if the Department insisted he had no other recommendation to

r‘e then the
approval 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.

4r. McKee referred to the discussion at the meeting of the Board
o

al4a17 19, 1943, with respect to the request received from the Peoples
km,
— °f Lakewood Village, California, a member bank, for Dermission to

141114148e the assets and assume the liabilities of The

lower, Bellflower California, and The First National Bank of

411e114ove, Garden Grove, California, to move the headquarters of the

''1113 Bank to Bellflower,

41c14rcien. Grove. He said that in accordance with the decision reached

Is request had been forwarded to the Board without

executive committee or board of directors of the

Bank of San Francisco, that the matter had been discussed

4tthat time the bankret

pt1:51141endation of the

tal
Reserve

1'1414% Clerk, First Vice President of the Reserve Bank when he was in

IfItallitigton 
recently,

klie°111. the Board's Division of Examinations under date of February 27,

1943 etting 
forth the pertinent facts with respect to ownership,

11444eetaabi.
N etc., of the proposed consolidated institution. The state —
'`tlt via
15 19 8 also made that a letter had been received under dcbe, 

43' from the law firm of Bodkin, Breslin & Luddy, attorneys for the

First National Bank

and to operate branches in Lakewood Village

and that there was in the files a memorandum pre—

of March
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P in 1942 all the directors and stockholders stated that they had

4° 101

s'41118, commitments, or undertakings looking toward a change in the
0,448

Of the bar* as a local independent institution, and that one of
he

°rIditions of membership provided that, if without prior written

aPProwl
" of the Board of Governors Transamerica Corporation or any unit

4 the T

b
ank other than such as might arise out of usual correspondent bank

relatio,
-482 such bank within 60 days after written notice from the Boardtretu.ti

thdraw from membership in the Federal Reserve System. He went

aY that, while it was not evident from the available facts, thereWere in

the 
4i-cation5 that the consolidated institution might be in fact under

.41

3/17/43

Pe°Ples Bank,
to 

accelerate

-4—

inquiring whether there was anything which they might do

action on the bank's request.

394

M. McKee pointed out that when the bank was admitted to TORM-

ransamerica group acquired directly or indirectly any interest in

"dl,lon or control of the Transamerica group, and that in any
et he

would hesitate to approve the application because of the qual-

tIcatio4

bkit 
8 of the management and its lack of experience in operating a

/\rIth branches.

Mr. 
McKee made the further statement that he had discussed thekak41,

itet with Comptroller of the Currency and the Federal Deposit Insur-

Cor„
tl '°l'ation, and that their opinion was that the Board should decline

recitlest.

At the conclusion of a oiscussion,
upon motion by Mr. McKee, it was agreed
unanimously that in all the circumstances
the application of the Lakewood Village
bank should be declined.
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McKee presented the following draft of letter to the Presi-

°Is 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

8.! scope, procedure, and frequency of examinations and pos-

le changes in the form and extent of information required
l'4:the report of examination. The Committee was also asked to
nrve consideration to the development of a uniform system for

24ing banks. The Committee recently met in Philadelphia and

irlosed are copies of the recommendations submitted on the

tc,'? subjects, together with a copy of the letter of transmit-
1-ttee°,4-, dated February 271 from Mr. Hill, Chairman of the Coin-

Procedure, and Frequency of Examinations and

Information Required by Report of Examination
Bo On the question of the frequency of examinations, the

rzi„arci wishes to emphasize the first recommendation of the Com-

'tee, namely:
That the Federal Reserve Banks continue to make

examinations on the present basis as long as it
Is found possible to do so and that aggressive

efforts be made immediately to augment staffs
with acceptable men.'

1.1 ,14 assumed, of course, that each Federal Reserve Bank is do-

utmost to maintain an examining staff adequate to con-

making examinations on the present basis, undertaking
eZessively to augment the staff if it is numerically inad-

it ate, and taking appropriate measures otherwise to prevent,
at .11'°asible, any reduction in the frequency of examinations,

It.esst in so far as foreseeable contingencies are concerned.

ha,,18 hoped such efforts will be successful and the Committee
ei; offered some suggestions designed to reduce the time and
it °It required for the preparation of reports. However, if

at a11°Uld be found impossible to maintain an 
adequate staff

ton,:4' Reserve Bank, or if for any other reason it should be

4;4.4 impracticable to continue the policy of examining each
""'s member bank at least once a year, it will be expected,

atIci thi •otlam s is obviously in keeping with the Committee's rec-

ota,endation, that examinations will be deferred as suggested

ke In those cases where the banks are in good condition
tivilln.der capable management. It is requested that the Board's

c6,21c)ri of Examinations be informed promptly of any material

-"T made in your existing policies in this connection.

of . 14ith respect to possible changes in the form and extent
cillol4formation required by the report of examination to re:

tIlicie the work of the examiner in preparing the report, it is
"stood that the Committee studied the report, page by

395
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"Page, and gave careful consideration to the suggestions sub-
ed to the Committee by the Reserve Banks. When the new

to form  form was prepared in 1938 a sincere effort was made
uo reduce to essentials the information required by the re-
13(1°It, and most of the Reserve Banks, as well as the Standing
:Inlittee, seemed to feel that changes which might appropri-
'e4 be made in the report were few.
.., "'rile Board concurs in the suggestions made by. the Corn-

h
ette and it is believed that the suggestions will prove

4!1Pful in reducing the work of the examiners in preparing
reports. It should be Pointed out that the suggestion

the 
0 the period to be covered in the schedule on page 4 of

1..! report form is applicable to the Reserve Banks which pre-
1,0 continue at this time to have the schedule prepared

111, four and a half or five-year basis, and that there is

ag

v conflict with the suggestion contained in the last par-
t,IraPh of Mr. Paulgeris letter of February 25 relative to

revis ion of page 4. The suggested change in the in-
1,,i ctions at the bottom of page 4 was incorporated in the

(.!ent revision of that page.
"Uniform System for Rating Banks

40t. "The adoption of a system for rating member banks will
be an innovation for the Federal Reserve Banks, but the

it's'elas now used are varied. The use by a Reserve Bank of
13,(11'41 rating system is, of course, valuable to the Reserve
roZ in keeping informed as to the general condition of the
b,uel' banks in the district, in following trends in the
ti782 both individually and collectively, and in appraisingIlni te ffectiveness of its supervisory efforts. The suggested
gon,,A°1111 system is designed primarily for the purposes of the
th0— 4̀ aad its staff and will be of real value in following

sfe factors on a nationwide basis. It should also promote
the °I7litY in the appraisal of the condition of banks and in
eo„aPPlication of supervisory measures. It is felt that the
alVttee attained its stated objective in devising a simple

Pr'ct ical system.
".it is requested, therefore, that the Federal Reserve

ree 8 rate each member bank, both State and national, in their
kittective districts under the system recommended by the Com-
a414.,,e.!, submitting information to the Board's Division of Ex-
'ations in accordance with the following plan:
ot "1. State Member Banks. - Submit a list of the banks as
QIIrr!reh 15, 1943, showing, with respect to each bank, the
roadjat rating based upon the latest report of examination
6Lese,bY the Reserve Bank, the date of examination, and total
barv," as of the date of examination. In the case of each

rated C or D, indicate the major causes for the clas-
clIke,ation in brief descriptive terms, such as 'Asset con-

-nt, 'Management', 'Capital', etc. Following the list-
Nr ! show a recapitulation by full ratings without (4) or (-)
'lotions.
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'The list should be arranged in alphabetical order by
4?cations of the banks, grouped by States, and the informa-
'8.10n should be submitted on regular lettersize paper and in

It31m substantially in accordance with the enclosed illus-
uration. (However, the previous ratings will not be included
Lithe 1943 list but will be included in lists for 1944 and
84bsequent years.)
4 "Subsequent lists should be submitted annually as of

4rell 15 and as soon after that date as possible. Hereafter,

ore.brating of each State member should be noted on the face

Of "rm F.R. 212 to the right immediately above 
the statement

condition.

above 
except 

National_Banks. - Follow the procedure described
ov'e except that it will not be necessary to submit a lista"

8! Of March 15, 1943. It is realized that the preparation of
d'ell a report might be unduly burdensome, although it is un-
i;erstood that a number of the Reserve Banks now rate national

j,11. 8 for their own purposes. It is requested, therefore,
i'r;aG the ratings for national banks be based upon examinations

the first half of the year 1943 as the reports are received

rid that the first comlete list be submitted as soon after
ye rfJ418t 1, 1943, as practicable. In 1944 and in subsequent

the lists are to be submitted as of March 15 and the
Previa,. us rating' for each bank will be that shown in the pre-
'104s annual list of ratings.
ey "After some operating experience with the uniform rating
ofseal, it may be desirable to modify it somewhat in the light
01„the experience gained and any suggestions you may care to
ktter fram time to time will be appreciated and should be sub-

to to the Division of Examinations."

Approved unanimously.

441,1 
At this point, Messrs. Paulger, Wingfield, and Pollard with-

the meeting.

,431 h
McKee stated that yesterday he and Mr. Smead, Chief of the

1)11ri

C).4 of Bank Operations, and Mr. Vest, Assistant General Attorney,

With 
a subcommittee of the Senate Committee on Small Business, of

"th s e1„--,
'4)r Murray is Chairman, and that a memorandum of the discus-

4i414 at

the4 
-e meeting was being prepared and would be circulated among

ebers of the Board. He requested that the memorandum be brought
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to mr. traperis

attention as soon as he returned to the office at the end

qtlai.s 
week.

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

Cok 
ttee of Employees

at m
e- 40r the year ending March 31, 1943, and Mr.the re

41 stated that Mr. Leonard, Director of the DivisionAktrv
-Letration, had discussed the

Reference was made by Mr.

-8-

Szymczak to the annual report of the

of the Board of Governors of the Federal Reserve

t

t'l
kitt' 

a
e of Employees,

,
eL"-r-Lng a letter or memorandum which would explain what

(*tein statements contained in the report.

Mr. Szymczak stated that with his leaving tonight for Dallas

Ransom suggested that

Pc)rt should be considered by the Board's Personnel Committee. Mr.

of Personnel

report with Mr. Brown, Chairman of the

and that it was understood that the Committee

was meant

tad be no member of the Personnel Committee in Washington, butthzt
as

as Messrs. Eccles and Draper returned the report should be

bkl'Ight t0 their attention so that if prompt action on the report should
eq
-'-ed they could make a recommendation to the Board.

At•
fam 

this point, Messrs. Thurston and Dreibelbis withdrew from
Neet4,..

-"ig, and the action stated with respect to each of the matters

/14tt er referred to was then taken by the Board:

tz,&1 he minutes of the meeting of the Board of Governors of the Fed-

esellie System held on March 16, 1943, were approved unanimously.

Letter to "The First National Bank of Dewey", Dewey, Oklahoma,Ntiri

48 follows:
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"This refers to the resolution adopted on August 25,
,2942, by the board of directors of your bank, signifying the
°ankl e desire to surrender its right to exercise fiduciary
Powers heretofore granted to it.

"The Board, understanding that your bank has never ac-
tuni--ly accepted or undertaken the exercise of any trust, has
.tssued a formal certificate to your bank certifying that it
18 no longer authorized to exercise any of the fiduciary
Powers covered by the provisions of section 11(k) of the Fed-

Reserve Act, as amended. This certificate is enclosed
n
erewith.
„ "In this connection, your attention is called to the
4aet that, under the provisions of section 11(k) of the Fed-
!ral Reserve Act, as amended, when such a certificate has

41:',ela issued by the Board of Governors of the Federal Reserve
°Ystern to a national bank, such bank (1) shall no longer be

pbject to the provisions of section 11(k) of the Federal
4!aerve Act or the regulations of the Board of Governors of

_1"e Federal Reserve System made pursuant thereto, (2) shall
ue entitled to have returned to it any securities which it
1.1:aY have deposited with the State or similar authorities for
.!he protection of private or court trusts, and (3) shall not
;Xercise any of the powers conferred by section 11(k) of the
0:(1,?ral Reserve Act, except with the permission of the Board

kzovernors of the Federal Reserve System."

Natitti

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks,

g as follows:

"Recently officials of the War Department discussed
1;:lth members of the Board certain questions relating to the
:quests of the Federal Reserve Banks for reimbursement of
9 /!'lses incurred in handling loans under Executive Order

and the Board's Regulation V. The officials of the War
pePartment stated that owing to the wide variance in the 
:

ex-
Vouchers of the Federal Reserve Banks, based on the

tilume of business handled, they have been reluctant to cer-
01:4Y some of the vouchers for payment. These vouchers are,
p4 course, subsequently sent to the General Accounting Of-,,L

t , "Following these discussions, the Board had the at-
r-oned Viar Department tables, marked #1 and #2, prepared
0:°101 its records, and one of the officials of the War De-

me, had statement #3 prepared from the reimbursable
-hse vouchers submitted by the Federal Reserve Banks.
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jigures shown in statement #1 were taken from the func—
tl°nal expense reports submitted by the Federal Reserve
1:anks and totals for some Banks are slightly different
1-1'om the totals shown in table #3. Subsequently, one of
the officials of the Navy Department stated that the re —

cll.leetc for reimbursement of Regulation V expenses sub-

11.!..t.ted by some of the Reserve Banks appeared to be out of
l'fc. Accordingly, we have prepared tables similar to the

cau°ve for the Navy Department and also for the Maritime

°Illraission. These tables are also attached.
. "There is not sufficient information in the Board's
files to enable it to give the War and Navy Departments

:n adequate explanation of the variance in relative op —

sratlng costs at the different Federal Reserve Banks.
.11ch information as the Board has available, however,

l!idlcates that the differences in costs may be due prin—
'1Pally to the causes noted below.
0 . 'The first and most important one relates to the

i°110Y adopted by the Federal Reserve Bank in handling

a"11 applications. It appears that some Reserve Banks
nend out field representatives to investigate all, or 

yearly all, of the applications; that some Banks send in —
t?stlgators out occasionally; and that others do not use
Ttleld investigators at all or only on rare occasions.

,eec varying procedures necessarily substantially affect0
:crating costs, particularly for salaries and traveling
1,XPcnses. It is also understood that some Reserve Banks
;,411e their counsel carefully review all applications from

rti legal standpoint and prepare most of the credit agree—

Used in connection with guaranteed loans, while
Others rely upon the financing institutions to prepare the

coeclIt agreements and to do practically all legal work In
nnection with the loan applications.

co "The other possible cause for differences in relative

to s may be a failure on the part of some of the Banks to

pr'LLow strictly the Manual of Instructions Governing the
t.eParation of Functional Exoense Reports in the determina-

1°11 of their costs.
a, "It is also recognized that differences in average
iZ-aries of employees engaged on Regulation V work has an

tZ°rtant bearing on costs. An analysis of the figures

or en fr0111 Form E indicates that the average annual salary

41. such employees at the Federal Reserve Banks ranges from

$11930 to t2,803 in the case of the War Department and from

'814 to 0,033 in the case of the Navy Department.
ac "rhe Board will appreciate it if you will (a) have the

pecc)unting procedure followed in determining costs of work
carTormed in handling loan applications under Regulation V

l'efully checked to see that the charges are determined in
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"strict accordance with the Manual of Instructions Governing
the Preparation of Functional Expense Reports, and (b) have
the policy of your Bank with respect to the handling of Reg-
ulation V loans carefully reviewed in the light of the above
inments. It will also be appreciated if you will write the
ard fully regarding this matter and, if the expenses for

Y°Ur Bank appear to be relatively high, furnish the Board
With a statement setting forth what, in your opinion, is the
caUse therefor, and indicate whether it would be practicable
ar.ld advisable to change any part of your present procedure
•wth a view to bringing your operating costs more into line
with those of other Banks."

Itanse.

401

Approved unanimously.

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

s City, reading as follows:

"Reference is made to your letter of January 16, 1943,
fegarding the actions taken or contemplated by your direc-
rrs in connection with the resolutions adopted at the
'onference of Chairmen on October 5, 1942.

A "Wlth regard to Topic 2, 'Relationship of Reserve Bank
2'tors', you stated that you were emphasizing this matter

requiring the Auditor to report any matters which may
gePear to him to be irregular and that generally you were
t!veloPing a closer relationship between the Auditor and
ti;e Board of Directors. From your comments it is assumed
a,at your directors are in accord with the resolution adocted

the Conference and that the eight points set forth in the

ratement of Principles will be recognized and maintained

411Your Bank. If we are incorrect in this assumption, it
-41 be appreciated if you will advise us.

h., 'Then Mr. Leedy was here on January 28, I mentioned to
that your letter of January 16 did not include any ref-

jence to the procedure in regard to reports of 
indebted-

8:88 (Topic 3, 'Procedure for Reporting Indebtedness of Re-
1.,-,rve Bank Officers and Employees') and that the information

our files did not indicate that the procedure agreed upon

i6 the Chairmen's Conference was being followed at your Bank.u Understood that the entire procedure would be reviewed
wi)e°1.1 Mr. Leedy's return to Kansas City. At your convenience,
co,,vruld appreciate being advised as to the action taken or

emplated by your directors with respect to the matter.

th o8ed for convenient reference is a mimeographed copy of

d,li euggested procedure entitled 'Reports of Personal In-

etc.'.
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"We appreciate very much the information you and Mr.
Leedy have furnished us and wish to assure you of our inter—

in learning of the further developments at your Bank re—
garding the various matters discussed at the Chairmen's
Conference."

Approved unanimously.

Letter to Mr. Young, Chairman of the Presidents' Conference Corn—

" on Currency Hoarding, Federal Reserve Bank of Chicago, reading as
toliows.

"There is enclosed a copy of my telegram of July 9,1941 addressed to the Presidents of all Federal Reserve
8anka at the request of the Committee on Currency Hoarding,

at that time, was composed of Messrs. Sproul (Chair—
..:14"), Leach, and McKee. There is also enclosed copy of a
:Letter written by Mr. Sproul to Governor McKee on March 9,
1942 and its enclosure indicating that the Committee desired
'4) continue receiving similar reports from time to time.

the Since the Committee was reorganized at the meeting of
, Conference of Presidents held June 22-23, 1942, which
*arlated in a changed membership and the designation of you

Chairman of the Committee, I would appreciate advice as
"1..0 Whether you desire to have the Reserve Banks continue to

gbmit such reports. According to our files, occasional re—
orrtS have been received since last June from three or four
1 _ the Banks in addition to a monthly report submitted regu-
4-ar1y
/ ha_ by the Federal Reserve Bank of Cleveland. As you know,
you Ve furnished copies of these reports to the members of
-01: Committee. However, the last report received from the
r.-veland Bank covered the month of January, 1943. The most
w;!ent report received from any of the other Reserve Banks
0 48, Prepared by the Federal Reserve Bank of Atlanta covering
cuc'her, 1942."

Approved unanimously.

Telegram to Mr. Day, President of the Federal Reserve Bank of

/11 Prarl,.
'18co, reading as follows:
Hhefe

tele rring your letter of March 12, Mr. Agnew's letter and
At— gram of same date to Mr. Dreibelbis, and previous corre—
rranclence regarding payment by your Bank of punch card checks

by disbursing officers of Navy Department at Mare
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"Island and Bremerton Naval Stations, Governor Szymczak has
discussed this matter with official of Treasury Department
al?cl understands that Treasury will proceed with revision of
21rcular 176 in consultation with representatives of Federal
Itaserve System, but that owing to tremendous burden war has
Placed upon it, Treasury hopes your Bank will be willing to
Pjoceed with card punch check program without waiting for
Ilnal agreement upon changes in circular 176. In circum—
stances, Board hopes you will accede to Treasury request with
lulderstanding that every effort will be made by Board to ob—
Lain revision in circular 176 at earliest practicable date."

Approved unanimously.

Thereupon the meeting adjourned.

Is r",! AiguAlAtc
Vice airman.
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