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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Saturday, September 25, 1943, at

11:00 a.m.

PRESENT: Mr. Ransom, Vice Chairman

Mr. Szymczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Mr. Thurston, Special Assistant to the

Chairman
Mr. Smead, Chief of the Division of Bank

Operations
Mr. Paulger, Chief of the Division of

Examinations
Mr. Dreibelbis, General Attorney

Mr. Szymczak stated that at the time of the last Presidents'

Conte
rein Washington Mr. Fleming, President of the Federal Reserve

k
of Cleveland, informed him that the Cleveland Ba

nk was giving

c°nsideration to the possibility of Mr. Millard, the B
oard's examiner

ill Charge of the road force, joining the official staff o
f the Bank,

e*" that he (Mr. Szymczak) told Mr. Fleming that if the Ban
k should

4cl-de to offer Mr. Millard a position the matter should first be

bro„
ught to the attention of the Board because of the difficulty which

the B

at tt,
uat time he discussed the matter with Messrs. Paulger and Leonard,

card would have in replacing him. Mr. Szymczak also said that

that
subsequently Mr. Brainard, Chairman of the Bank, discussed the

illatter with him, and that thereafter Mr. Hays, First Vice President,
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talked to Mr. Millard about the possibility of his becoming an officer

a position immediately under Vice President and Cashier Laning.

Yesterday, MT' Sumczak said, Mr. Fleming 
called on the telephone to

ascertain whether the Board would object to the Bank making a definite

qter to Mr. Millard. Mr. Szymezak went on to say that the question

Presented by the inquiry was whether the Board should raise any objec-

tion, having in mind on the one hand the shortage of qualified exam-

and the extreme difficulty of replacing MT. Millard and on the

Other hand the objectives of an effective career system, which the

Bo
ard had supported, and the fact that the Board had favored steps

to
strengthen the official personnel of the Cleveland Bank. He made

the further comment that he would not want to stand in the way of Mr.

1411,
"rd's progress, that he favored the application of the career

.:Tstem •
- in practice as well as in theory, and that personally he would

11°t °bject to the Cleveland Bank offering Mr. Millard a position not-

Wi 
in 

thstand. g 
the fact that the only man who was now available to suc-

ceed 
him, while showing considerable promise, had not developed to

the
extent Mr. Millard had and would have to grow into the position

ae 14r- Millard had done.

Mr. McKee expressed the opinion that the Board should object

to the Cleveland Bank taking Mr. Millard at this time and stated that,

W•hile he did not want to stand in the way of Mr. Millard's progress,

he r_,
'4A, that Mr. Millard should be retained in his present position
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dtillng the war period, particularly since he was qualified for other

130S1tion5 in the System which might turn out to be more advantageous

to 
him and it was not felt his remaining in the Board's employ would

l'estilt in any injury to his further advancement.

Upon inquiry, Mr. Paulger said there were only nine experienced

on the road force at the present time, that it was very probable

that there would be further losses to the military services, that it

Wa8 hiS feeling that better opportunities would be presented to Mr.

0.rd later on, but that if he should decide to accept employment by

the Cleveland Bank he (Mr. Paulger) would not object notwithstanding

the fact that it would be difficult to replace him.

Reference was made to Mr. Millard's salary and it was stated

that
at the present time he was receiving 6,900 per annum. Mr.

ger stated that he had in mind recommending that this figure be

iner'eased

Paw.

to at least 17,500 per annum.

After a discussion, Ir. McKee

moved that the Personnel Committee be

requested to give prompt consideration
to the advisability of an adjustment in

Mr. Millard's salary and to make a recom-

mendation to the Board with respect there-

to, with the understanding that any ad-

justment would take effect on October 1,
1943.

This motion was put by the chair and

carried unanimously.

Mr. McKee then moved that Mr.

Szymczak be asked to advise Mr. Fleming

that, while the Board did not object to

the Cleveland Bank negotiating with Mr.
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Millard, it felt the need for his services

in his present capacity, and that any ar-

rangement made should be on a basis which

would delay his employment by the Bank so

that he might be retained by the Board un-

til it was in a position to replace him.

This motion was put by the chair and

carried unanimously.

Mr. Szymczak then stated that in a reply dated September 22,

1943, to the Board's letter of September 9, 1943, asking for the sug-

ee8tions of the Reserve Banks on proposed revisions of Regulation N

411d the procedure with respect to foreign relationships of Federal Re-

e Banks, Mr. Sproul, President of the Federal Reserve Bank of New

Yorl,
stated that, for reasons outlined in the reply, he was placing

the suggested revisions on the agenda for the forthcoming Presidents'

Conference and requesting the legal subcommittee of the Committee on

?or,
'1.g11 Accounts to study the revisions and to submit it

s comments and

811ggestions to the committee. Mr. Szymczak also said that, while this

Procedure was not usual, in view of the manner in wh
ich the suggested

l'eltision of Regulation N and statement of procedure originated,
 he had

4° °bjection to the matter being handled as proposed by Mr. Sproul ex-

that it would result in further delay for an unneces
sary discussion

by
the Presidents' Conference of a matter to which 

it had already given

cle a.41
J-Led consideration. (Subsequently Mr. Szymczak stated that he was

Preparing a memorandum which he would circulate among the members of

the 
board and which would state the reasons for his pos

ition that the

bi flket 
permission granted to the Federal Reserve Banks 

to open accounts
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°n their books for foreign central banks should be discontinued.)

He made the further statement that under date of September 23,

1943, Mr. Logan, chairman of the legal subcommittee of t
he Comnittee on

4reign Accounts, sent a wire to Mr. Dreibelbis inquiring whether he

could attend the meeting of the subcommittee in New York during the lat—

ter part of next week or the early part of the following week.

The letter from Mr. Sproul, the telegram from Mr. Logan, and the

13°ardis letter of September 9, 1943, were read and discussed, and the

suggestion was made that little could be accomplished at a meeting of

the subcommittee pending a determination by the Board 
of the questions

Of "l'°1-1cy involved, after which the subcommittee could fram
e the policy

decisions in satisfactory legal form. Mr. Dreibelbis said that this was

leo his opinion and that until a decision had been reached on th
e ques—

ti°rIs of policy involved he would prefer not to attend
 a meeting of the

sk/bCOmmittee and had so advised Mr. Logan.

At the conclusion of the discussion,

unanimous approval was given to a recom—

mendation by Mr. Szymczak that Mr. Drei—

belbis tell Mr. Logan that he (Mr. Drei—

belbis) did not think the present was a

proper time for a meeting of the subcom—

mittee, that if Mr. Logan wanted to have

a meeting it was all right for him to

make the necessary arrangements, but that,

after having discussed the matter with the

Board, Mr. Dreibelbis felt that he should

not attend at this time.

At this point Messrs. Thurston, Smead, Paulger, and Dreibelbis

Withdrew from the meeting, and the action stated with respect to each
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the matters hereinafter referred to was then taken by the Board:

The minutes of the meeting of the Board of Governors of the Fed-

eral Reserve System held on September 24, 1943, were approved unanimously.

Memorandum dated September 22, 1943, from Mr. Morrill, recom-

mending that the following increases in basic annual salaries of employ-

ees in the Secretary's Office be approved, effective October 1, 1943:

Nallle

a 'al and Administrative

Designation

Salary Increase
From To

us J. Yilek Supply Clerk $1,620 *1,680
Enid Staley

e
rank Constable

Clerk-stenographer

Operator (Duplicat-

1,560 1,620

ing Devices) 1,620 1,740
J. Prank Bell Chauffeur 1,500 1,560

Approved unanimously.

Memorandum dated September 20, 1943, from Ir. Morrill, recom,

'Lag that Howard Jackson be appointed as a laborer in the Secretary's

13tfiCe

a't the

on a temporary basis for an indefinite period, with basic salary

rate of $1,200 per annum, effective as of the date upon which he

enters upon the performance of his duties after having passed satisfac-

toll-1,Y the usual physical examination, with the understanding that if

arlYthinr.,- derogatory should develop in the investigation of his refer-

ences his services may be terminated immediately.

Approved unanimously.

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

tan L.
of Cleveland, reading as follows:

"In accordance with the request contained in your
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"letter of September 20, 1943, the Board approves the

appointments of Arthur E. Restel and Howard Blake as

examiners for the Federal Reserve Bank of Cleveland.

Please advise us of the dates upon which the appoint-

ments become effective."

Approved unanimously.

Letter to the board of directors of the "Piedmont Trust Bank",

Ilal'tinsville, Virginia, stating that, subject to conditions of member-

numbered 1 to 6 contained in the Board's Regulation H, the Board

approves the bank's application for membership in the Federal Reserve

SYstem and for the appropriate amount of stock in the Federal Reserve

/3al k of Richmond.

The letter also contained the fol-

lowing special comment:

. "It appears that the bank possesses certain powers

Which are not being exercised and which are not neces-

sarily required in the conduct of a banking and trust

business, such as the power to guarantee the paym
ent

Of bonds. Attention is invited to the fact that if the

be.,nk desires to exercise any powers not actually exer-

cised at the time of admission to membership, it will

be necessary under condition of membership numb
ered 1

to obtain the permission of the Board of Governors be-

fore exercising them. In this connection, the Board un-

derstands that there has been no change in the scope 
of

the corporate powers exercised by the bank since the date

of its application for membership."

Approved unanimously, together with

a letter to Mr. Leach, President of the

Federal Reserve Bank of Richmond, reading

as follows:

"The Board of Governors of the Federal Reserve Sys-
tem approves the application of the 'Piedmont Trust Bank',

'.artinoville, Virginia, for membership in the Federal Re-

serve System, subject to the conditions prescribed in the
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enclosed 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 Commissioner of Banking for the Common-

wealth of Virginia, for his information.

"Since the amount of estimated losses shown in the

report of examination for membership is relatively small,

the usual condition of membership requiring elimination

of losses has not been prescribed. It is assumed, how-

ever, that you will request the bank to eliminate the

amount classified."

Letter to the board of directors of the "Columbus Junction

State Bank", Columbus Junction, Iowa, stating that, subject to condi-

of membership numbered 1 to 6 contained in the Board's Regulation

11, the Board approves the bank's application for membership in the Fed-

"41 Reserve System and for the appropriate amount of stock in the Fed-

eral Reserve Bank of Chicago.

The letter also contained the fol-

lowing special comment:

"Although the bank is authorized to exercise fi-

duciary powers, at the time of the examination for mem-

bership such powers were not being exercised. Neverthe-

less, the standard trust conditions of membership have

been prescribed as it is understood that some trust busi-

ness has been handled from time to time in the past and

that the management wishes the bank to be in position to

continue to serve its customers in this capacity. While
the exercise of fiduciary powers subsequent to admission

to membership would be a change in the scope of the cor-

porate powers exercised by the bank, it is contemplated,

lt? view of the circumstances, that the bank may do so

Without first obtaining the permission of the Board under
the provisions of condition of membership numbered 1."

Approved unanimously, for trans-

mission through the Federal Reserve Bank

of Chicago.
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Letter to the board of directors of "The Bank of Herington",

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

numbered 1 to 3 contained in the Board's Regulation H and the follow-

ing special condition, the Board approves the bank's application for

Membership in the Federal Reserve System and for the appropriate

4111°Wit of stock in the Federal Reserve Bank of Kansas City:

"4. As soon as practicable such bank shall dispose

of any shares of its own stock held as collateral

to its loans."

Approved unanimously, together with

a letter to Mr. Leedy, President of the

Federal Reserve Bank of Kansas City, read-

ing as follows:

"The Board of Governors of the Federal Reserve Sys-

tem approves the application of 'The Bank of Herington
',

Herin gton, 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

information.
"Since the amount of estimated losses shown in the

report of examination for membership is relatively small,

the usual condition of membership requiring elimination

°f losses has not been prescribed. It has been noted

that the management expects to make proper provision for

losses upon receipt of the examination report, and it is

assumed that this will be done.

"It has also been noted that, although not author-

ized to exercise fiduciary powers, the bank was apparently

acting as trustee of one small trust account at the time

of the examination for membership and the examiner sug-

gested that steps be taken immediately to relieve the

bank of responsibility in connection therewith. The ap-

Plication has been approved with the understanding that
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"the trust account will be eliminated as soon as prac-

ticable and it is assumed, of course, that the matter

Will be followed to a satisfactory conclusion by your

office."

Letter to "The First National Bank of Springfield", Spring-

field, Ohio, reading as follows:

"This refers to the resolution adopted on July 9,

1935, by the board of directors of your bank, formerly
The First National Bank and Trust Company of Springfield,

signifying the bank's desire to surrender its right to

exercise fiduciary powers heretofore granted to it.

. "The Board, understanding that your bank has been

discharged or otherwise properly relieved in accordance

With the law of all of its duties as fiduciary, has is-

?lied a formal certificate to your bank certifying that

it is no longer authorized to exercise any of the fidu-

ciary powers covered by the provisions of section 11(k)

?f the Federn1 Reserve Act, as amended. This certificate

Is enclosed herewith.
"In this connection, your attention is called to

the fact that, under the provisions of section 11(k) of

the Federal Reserve Act, as amended, when such a certifi-
cate has been issued by the Board of Governors of the

Federal Reserve System to a national bank, such bank (1)

. 118.11 no longer be subject to the provisions of section

'1(k) of the Federal Reserve Act or the regulations of
the Board of Governors of the Federal Reserve System

made pursuant thereto, (2) shall be entitled to have re-

turned to it any securities which it may have deposited

With the State or similar authorities for the protection

°f private or court trusts, and (3) shall not exercise

any of the powers conferred by section 11(k) of the Fed-

eral Reserve Act except with the permission of the Board

of Governors of the Federal Reserve System."

Approved unanimously.

Letter to "The Lowell National Bank", Lowell, Indiana, read-

as follows:
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"This refers to the resolution adopted on April

14, 1943, by the board of directors of your bank, sig-

nifying the bank's desire to surrender its right to ex-

ercise fiduciary powers heretofore granted to it.

. "The Board, understanding that your bank has been

discharged or otherwise properly relieved in accordance

With the law of all of its duties as fiduciary, has is-

sued a formal certificate to your bank certifying that
it is no longer authorized to exercise any of the fidu-

ciary powers covered by the provisions of section 11(k)
of the Federal Reserve Act, as amended. This certifi-

cate is enclosed herewith.
"In this connection, your attention is caJled to

the fact that, under the provisions of section 11(k)

of the Federal Reserve Act, as amended, when such a

certificate has been issued by the Board of Governors

of the Federal Reserve System to a national bank, such

bank (1) shall no longer be subject to the provisions

of section 11(k) of the Federal Reserve Act or the reg-

ulations of the Board of Governors of the Federal Reserve

System made pursuant thereto, (2) shall be entitled to

have returned to it any securities which it may have de-

posited with the State or similar authorities for the

Protection of private or court trusts, and (3) shall

not exercise any of the powers conferred by section

11(k) of the Federal Reserve Act except with the permis-

sion of the Board of Governors of the Federal Reserve

System."

Approved unanimously.

Letter to Mr. Wayne, Vice President of the Federal Reserve Bank

Of 104
',4chmond, reading as follows:

"This refers to your letter of September 21, 1943
11.?.th further reference to the question whether certain

vice presidents of the County Trust Company of Maryland

are executive officers within the meaning of Regulation
0,

"In our letter to Mr. Mercer dated August 21, 1943,
we stated that the question appeared to be an extremely

close one and, since your bank is in a better position
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"than the Board to judge the facts, the Board was not

inclined to differ with the position taken by you and

Your counsel that the vice presidents should be regarded

as executive officers within the meaning of section 22(g)
of the Federal Reserve Act.

'You now submit a form of resolution which the County

Trust Company proposes to adopt designed to limit the au-

thority of the vice presidents of the various branches so

as to clearly eliminate them as executive officers. This

resolution provides, among other things, that 'the vice

presidents of this company (with the exception of those

located at the Baltimore office) shall not be authorized
to participate in the operating management of the com-

PanY, otherwise than as a director (if such vice presi-

dent is a member of the board of directors), and as a

member of the advisory board of the branch with which
he is connected, but such officer shall nevertheless

have power to execute in the name of this bank releases

of mortgages and releases of judgments.'

"We note that your bank concurs in the opinion of

counsel submitted with your letter of September 21, that
the adoption of the proposed resolution by the board of

directors of the County Trust Company would so limit the

authority of the vice presidents in question as to remove
them from the category of executive officers within the
meaning of Regulation 0. The Board does not differ with

Your conclusions in this matter."

Approved unanimously.

Letter to Mr. Day, Chairman of the Presidents' Conference, Fed-

Reserve Bank of San Francisco, reading as follows:

"The members of the Board understand that the Insur-

ance Committee of the Presidents' Conference at its recent

meeting in Chicago agreed upon a report to be submitted
to Mr. Hugh Leach, Chairman of the Committee on Operations,

which contains a plan for the substitution of a loss-sharing
agreement for purchased insurance covering blanket bond
and registered mail and express risks. It is understood

that aside from legal questions the Committee is of the
l!nanimous opinion that the plan submitted will accomplish
he purpose and will be fair and equitable between the

Banks,
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"After consultation with its Counsel, the Board

is of the opinion that any legal doubts with respect
to the plan submitted by the Insurance Committee should

be resolved in the affirmative and that action on the

report should be based on policy considerations only.

"This matter has been under consideration for over

three years. Exhaustive studies have been made by various

committees representing both the Federal Reserve Banks

and the Board of Governors, and it is clear that if the

Federal Reserve Banks continue to purchase insurance they

will, in the long run, have to pay insurance premiums

very substantially in excess of net losses sustained.

"It seems to the Board, therefore, that the question

of policy as to whether the Federal Reserve Banks are

going to continue to pay out large sums for insurance

Premiums or whether they are going to carry their own

loss risks through a loss-sharing agreement should be

definitely and finally passed upon by the Presidents at

tneir forthcoming conference. The Board hopes that the

record over the past twenty-nine years has convinced the

Presidents that considerable economies can and should be

effected by discontinuing the purchase of blanket bond

and registered mail and express insurance, and that, ac-

cordingly, they will be prepared to take affirmative ac-

tion on the Committee's report."

Approved unanimously.

Thereupon the meeting adjourned.

 1:111114•111,:-Q42_
Secretary.

Vice Chairman.
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