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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Friday, July 30, 1943, at 11:00

PRESENT: Mr. Ransom, Vice Chairman
Mr. Sumczak
Mr. 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-

after referred to was taken by the Board:

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

Federal Reserve System held on July 29, 1943, were approved unani-

lalousiy.

Telegrams to Messrs. Treiber, McCreedy, and Clouse, Secre-

ta es 
cf the Federal Reserve Banks of Nem- York, Philadelphia, and

Cleveland, respectively, Mr. Dillard, Vice President of the Federal

Reserve Bank of Chicago, Mr. Stewart, Secretary of the Federal Re—

eerve Bank of St. Louis, and Mr. Caldwell, Chairman of the Federal

Reserve Bank of Kansas City, stating that the Board approves the es-

tablishment without change by the Federal Reserve Bank of St. Louis

J111Y 27 and by the Federal Reserve Banks of New York, Philadelphia,

Cleveland, Chicago, and Kansas City on July 29, 1943, of the rates

or .
discount and purchase in their existing schedules.

Approved unanimously.
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Memorandum of this date from Mr. Morrill, recommending that

the 
appointment of Mrs. Stella Turner as a cafeteria helper in the

Secretary's Office be made permanent, effective as of the expiration

°f her present temporary appointment on August 1, 1943, and that her

basic salary be increased from $1,080 to $1,200 per annum, effective

Atigust 1, 1943.

Approved unanimously.

Memorandum dated July 26, 1943, from Mr. Goldenweiser, Di-

rector of the Division of Research and Statistics, submitting the

l'eeignation of Mrs. Dorothy M. Wright as a clerk-stenographer in

that Division, to become effective as of the close of business on

Alum,
4, 1943, and recommending that the resignation be accepted

as of that date.

The resignation was accepted.

Letter to Mr. Fleming, Chairman of the Presidents' Conference

C°Ynraittee on the Retirement System, Federal Reserve Bank of Cleveland,

l'eading as follows:

"Following a discussion by the Board of the report
containing the recommendations on changes in the organ-
ization and benefits of the Retirement System of the Fed-
eral Reserve Banks adopted by the Presidents at their
Conference on June 25, 1943, Governor Szymczak called
You on the telephone and gave you the substance of the
action the Board proposed to take on the report. Subse-
quently, under date of July 28, Governor Szymczak re-
ceived a wire from you with regard to the proposed
limit on the pension portion of the Olowance and on
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"the afternoon of July 28 you called him on the telephone
with regard thereto and suggested that your Committee would
like to discuss this matter with Members of the Board. It
will be appreciated if you will let Governor Szymczak know
When your Committee wishes to come to Washington for this
Purpose.
. "In accordance with your request, we are writing you

this letter to acquaint you with the position taken by the
Board with respect to the plan. We are also sending a copy
of the letter to Mr. William A. Day, Chairman of the Presi-
dents' Conference. It is understood that it is the inten-
tion to submit the report to the Board of Trustees of the
Retirement System for consideration and action, provided
the Board of Governors interposes no objection to the pro-
posed changes in organization and benefits.

"The Board has carefully reviewed the proposed changes

14 organization and has authorized me to advise you that
it will approve the changes recommended if they are adopted
by the Board of Trustees of the Retirement System. It is
assumed that membership on the Retirement and Investment
Committees under the proposed new organization will be
Confined to persons who are eligible for membership on
the Board of Trustees.

"Changes in benefits, as set forth in the report,
Provide for increased retirement benefits for all offi-
cers and employees. Increases for the lower paid employees
are substantial and if adopted will in the main rectify
What the Board considers a serious defect in the present
Federal Reserve Retirement System. The provision for a
minimum pension of ,S24 for each year of service up to 20
nuld, the Board understands, benefit all employees receiv-
ing final average salaries of :3,200 a year or less and
the Board has authorized me to say that if this change in
the Retirement System is adopted by the Board of Trustees,
it will be approved by the Board of Governors.

"It is noted that officers with average salaries of
$15,000 might receive under the plan retirement allowances
as high as $10,000, including the pension portion on a
life basis. The Board appreciates the objectives sought
to be accomplished in providing these increased allowances,
and the fact that they would be payable only to a very
few officers. In view of the public nature of the Fed-
eral Reserve Banks, however, and of the prevailing situa-
tion in the Government with respect to salaries and
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"retirement allowances of Federal employees, the Board
did not feel that it would now be justified in approving
the maximum allowances which would be payable under the
proposed changes unless the pension portion of retirement
allowances (except as increased to the guaranteed minimum
of „t2.4 for each of the last twenty years of service and
except for the portion of the pension in excess of 3/4 of
3.- per cent of average annual salary payable for prior serv-
ice) is limited to not to exceed one-fourth of final aver-
age salary. If such a limit is adopted the Board would
interpose no objection to the inclusion of a provision in
the rules and regulations to the effect that such limita-
tion would not operate to reduce the pension of any present
employee below the amount that he would receive under the
existing rules.

"When the Board considered this matter the question
of placing a limit of e3,750 on the pension portion of the
retirement allowance instead of the limit of one-fourth of
final average salary was discussed. Without going into de-
tail with respect to these two types of limitations, it
may be pointed out that the one-fourth limitation will
Produce allowances graduated more nearly in line with ac-
tual salaries received than would the over-all limitation
on the maximum pension payable, and for this reason the
Board favored the one-fourth limitation.

"Under the proposed plan disability benefits are
computed on a somewhat different basis than at present
and in some cases the benefits would be somewhat smaller
than those now provided. It might be well, therefore, to
Provide in the rules and regulations that the disability
benefit shall not be less than would be provided under
he present rules for service rendered prior to the adop-
tion of the change. Such a provision would seem to be
necessary in any event in connection with the adoption
?i* a 5-year waiting period for eligibility for a disability
benefit instead of the present 1-year period.

"Other proposals in the report recommended by the
Presidents of the Federal Reserve Banks, including the
one for supplementing retirement allowances of employees
Whose services are dispensed with prior to age 65 through
no fault on their part, are acceptable to the Board.

"It is understood that the changes in the rules and
• 1:egulati0n5 necessary to incorporate therein the changes
in organization and benefits will be submitted to the
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"Board of Governors for review before they are formally
submitted to the Board of Trustees.
. "The authorization to make contributions to the Re-
tirement System to supplement retirement allowances con-
tained in the Board's letter 5-7 of June 24, 1937, will
be withdrawn as of the date the liberalized benefits of
the Retirement System become effective."

Los

Approved, Mr. McKee voting "no"
for the reasons outlined by him at the
meeting on July 23, 1943.

Telegram to Mr. Charles H. Elmendorf of the Kelley Blue Book,

Angeles, California, reading as follows:

"Re your telegram July 29 concerning Regulation
the adoption of a price ceiling for used automobiles would
have no effect upon the calculation of the required down
Payment except that pursuant to section 12(d) there would
be the further restriction that the amount of credit ex-
tended could not in any event exceed two-thirds of the
maximum retail price. The designation of your book would
not be automatically cancelled. The regulation can, how-
ever, be changed at any time and it might be decided later
that the existence of a price ceiling would make reference
tO automobile guides unnecessary."

4PP1'oved:
-

Approved unanimously.

Thereupon the meeting adjourned.

Vice Chairman.
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