A Meeting of the Board of Governors of the Federal Reserve Sys-—
Was .
held in Washington on Wednesday, May 5, 1943, at 11:30 a.m.

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

Mr. Morrill, Secretary

Mr. Bethee, Assistant Secretary

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

The

a action stated with respect to each of the matters herein-
er referr

®d to was taken by the Board:

The .«
b ® Minwtes of the meeting of the Board of Governors of the
er

Reserye System held on May 4, 1943, were approved unanimously.
of Dl;:of‘andum dated Mey 3, 1943, from Mr. Goldenweiser, Director
R, Chagg,, bSlon of Research and Statistics, recommending (1) that Harold
] : ® @ppointed as a junior economist in that Division, with basic

a.I"y
at the
w rat
wﬂlc e of

N

$3,200 per snnum, effective as of the date upon

h he
en
) ters Upon the performance of his duties, and (2) that the
su

a8y
alap
V of Mys, Lyndall Coffey McCloud, a junior economist in that

Divg

8iop
> be 3 . -
14 ¢ lncreased from $2,900 to $3,200 per annum, effective May

+ U9ss

Approved unanimously.

Men,
10\‘«'3: °Tandum dated May 4, 1943, from Mr. Morrill, reading as fol-

n
2?%2‘; gecember 26, 1942 the Board estzblished, effective
tlsting oflu 1942, & 48-hour work week for its employees con-
hat . .6 days of 8 hours each, with the understanding
lme compensztion would be paid on the basis provided
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5143

5}

— -

hs

Tlhgssznate Joint Resolution 170, approved December 22, 1942.

°Pinioistdone as a matter of policy although counsel was of

eSolyt s ha‘? the Board was not legally bound by the Joint

4 o selgr-l in view of the provisions contained in paragraph
"Ac lon 10 of the Federzl Reserve Act. .

30, 1943 you know, the Joint Resolution terminsted on April

Which " and there is now pending in Congress legislation

t erogld.continue the same or increzsed benefits for a

Undep Serlod. In this connection, the Bureau of the Budget

lient, g dve Of.April 26, 1943 advised all Government depar@—

& e)’ciestjabllshments, and agencies that they should continue
& fuly S“lr"g work schedule for Yfederal employees, 1n€:11_1ding
that, th &Y"s work on Saturday, in view of the probability
time b € Congress may tske final action on the pending over-
"ay legislation st an esrly date.
tion b N the circumstznces and in the absence of further ac-

y' © Board, the payment of overtime and supplemental
étion will be continued on the same basis as that in
on April 30, 1943."

Approved unanimously.

Le
tter to My, Fleming, President of the Federal Reserve Bank of

> Teading as followst

1 I ;

Wi‘ﬂl()u;{:hls,ls to advise you that the Board of Governors notes

8 of g objection the salaries paid to employees of your Bank

the Bogeni?TY 1, 1943, which were submitted in accordence with
S letter dated December 28, 1942 (S-604)."

Approved unanimously.

et
Sy ter to the board of directors of the "First State Bank in
n

a0
®Mle, Oklahoma, steting thet, subject to conditions of mem-

Pn
follo “bered 1 to 3 contained in the Board's Regulation H and the

in
for S SPecial congit
b,
. ship s :
oy Bip in the Federzl Reserve System end for the appropriste
o

ion, the Board approves the bank's application

st, .
\ ¢k in the Federal Reserve Bank of Kansas City:
* 8
ng:,hlbank shsll increase the number of its directors to
Sas €8s than five, the minimum number required in the
gfof all member banks under the provisions of Section
the Banking Act of 1933, as amended."
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Approved unanimously, together with 2

letter to Mr. Leedy, President of the Fed-

eral Reserve Bank of Kznsas City, reading

as follows:
Proy, "The Board of Governors of the Federal Reserve System ap-
embis th‘e application of the 'First State Bank in Temple',
Sub © O‘lahoma, for membership in the Federal Reserve System,
WhigECt to the conditions prescribed in the enclosed letter

of ty JOu are requested to forward to the Board of Directors
¢ institution. Two copies of such letter are also en-

You ne’) OR€ of which is for your files and the other of which

Statare requested to forward to the Bank Commissioner for the
e"oi‘ Oklahoma for his informstion. )

4, it IT} Connection with the condition of members%up numbered

M been noted that the bank has agreed to increese the
ST of its directors to five at an early dete. With the

un . :
dugegstandlng that the metter will be attended to without un-
barge 275 the Board will not object to the admission of the

weo Membership with only four directors.

ofg has been noted thet the management agreed to cherge
e °n March 13, 1943, the day following the close of the
Xaminat,j

af N, the estimsted losses shown in the repo?t.of ex—
"lexrl‘mz_.r.ior.1 for membership; therefore, the usual condition of
Not, y, Ship regarding the elimination of estimated losses.has
Satige N prescribed. It is assumed, however, thc‘at you will
losses,y Jourself prior to completion of membership thet the
nr 2Ve been eliminated.

the b It'ls assumed also that you will follow the matter of
ba] $ reducing to within statutory limits the excess

5E 3
© in a nonmember bank."

S8 tetter to Mr. Olson, Assistant Vice President of the Federal
Tve

Bank of Chicago, reading as follows:

to MI_"ThiS refers to your letter of April 27, 1943, addressed

Cont g, Smead, regarding the inquiry received by you from The

85 E“tal Illinois Netional Bank and Trust Company of Chicago

(B) of i& meaning of the language of clzuse (3) of paragraph

of Abriiegtion 10 of the revised form of guerantee agreement

) ] 4 19430

&top ‘}S We understand the provision in question, the guar-

log .S Tequired to apply to the payment of the guaranteed

%un:ny funds obtained by it as the result of the setoff of

88aiy, > OWing to the borrower on war production contracts

royic; ~mounts owed by the borrower to the Government. The

a8 beton vould apply, of course, only where the guarentor
°me the ovmer of all or a part of the guaranteed loan.

SER
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t "Assume, for example, that the borrower is a war contrac-
T who hag cleims egeinst the War Department on Contra.ct: A
aeunting $100,000, that the War Department has a claim
ya,g?lnSt the contractor arising independently of such cor.xtract
tfllch amount s t0 $500,000, and that the War Department is en-
to1ed £0 get orp b $100,000 owed by it to the contractor
nee st the $500,000 owed by the contractor to the War Depart.-
thnt., R such z case, the guarantee agreement would require
ofat', the $100,000 appropriated by the War Department by virtue
s right of setoff be applied to the reduction O{‘ the
Iilelaﬁn €ed loan rather than to the reduction of the War Depart-
i > ¢leim ageinst the contractor. \
cleg 'HW‘eVeI‘, in the above example, if the War Department s
suctm 8d arisen out of Contract A instead of 1ndependentl:3r of
the . onbract, the guarantee agreement would not have requ%red
q Suarantop to apply the $100,000 to the guaranteed loan;
the N such g case, the setoff would have operated to reduce

in ¢ 8T Department's claim under the contract. This exception
gy C ase of claims arising under the same c?ntract is iln‘a
W}Lichto the provision of the Assignment of Claims Act o?‘ 940,
J"I‘act, &uthorizes the inclusion of 'no set-offf E:la.uses :}n ;:_c.m—
Caty ° of the War and Navy Depzrtments, bgt.lum._ts the cpzll—
of t?}n °f such clauses to indebtedness arising independently

ﬁ-.pmiCular contract. ’ .
Depgpt, o Dave not submitted this matter to the War and Nevy
unden’fents end Maritime Commission and we cannot, of course,
Svent, ake to express the views of those Agencies. In eny
QUest{ tis circumstances which mey involve the provision in
Sion °h are so varied that the precise effect of the provi-
feu:tsca‘m‘c’t be completely stated without reference to the

°l a particular case."

Approved unanimously, together with
& letter to Lieutenant Colonel Paul Cleve-
lend, Chief of the Loan Section of the Ad-
Vénce Payment and Loan Branch, Fi§cal le
Vision, War Department, transmitting copies
of the incoming letter from Mr. Olson and
the above reply.

Aede Letter to Mr. Day, Chairman of the Conference of Presidents,
r

SServe Bank of San Frencisco, reading as follows:

Feder"RemieS have been received from &all except one of th?
Wity — Reserve Banks to the Board's letter of.harch 24y 1943,
Bhort,resp ®Ct to the practice followed in honoring claims for
ReRE backages of currency, which a Reserve Bank has

SER
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"S .
t thp:d to & member bank and the member bank has turned over
the ge zal Disbursing Officer without piece verification by

"?. eI‘ bacxlk.
lay olvﬁ Federal Reserve Banks report that, in a case sim-
fop short € Oneldescribed, they would not recognize a claim
differen age. lFour Reserve Banks report that if an offsetting

ey Wouis were found on the same day the currency was handled,

While 14, meke good the shortage. Two Banks report that,
age Tron, 18 not their practice to recognize a claim for short-
Party Witi member bank when currency has been paid to a third
Made with out verification, they feel an exception should be

¥ respect to Government Disbursing Officers.
era) N View of the variations in the practices of the Fed-
ferrede:erve Benks, it is suggested that the matter be re-
Neoys Z th? Presidents! Conference Committee on Miscella-
unif0ngﬂf€t1?ns, with the view of determining whether a
Senq copiracthe may be worked out. If you agree, we will

o €S of the Banks'! replies direct to Mr. Allan Black,
A of the Committee.™

Approved unanimously.

Thereupon the meeting adjourned.

Secretary.

Appr()ved.

Chairman.






