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A meeting of the Board of Governors of the Federal Reserve

Syst,
€M was held in Washington on Thursday, December 9, 1943, at 11:00
a.nm,

PRESENT: Mr. Eccles, Chairmen
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
Mr. Draper

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-
afte
T referred to was taken by the Board:
The minutes of the meeting of the Board of Governors of the

Fege

r

al Reserve System held on December 8, 1943, were approved unani-
Tously,

Letter to Mr. Day, President of the Federal Reserve Bank of
N Fran .«
Tancisco, reading as follows:

"The Board of Governors approves the changes in the
gersonnel classification plan of the Federal Reserve Bank
letsan Francisco and its Branches as submitted with your
Chater of November 18, 1943, with the exception of the
oF Nges in the Legal Department, namely the establishment

the new positions of Assistant General Counsel and
oggal @Ssistant and the discontinuance of the position
Assistant to General Counsel.

o "The positions of Assistant Counsel and Assistant
eneral Counsel are regarded as official positions rather
@a? as positions to be covered under the personnel clas-

Sification plan. At the Federal Reserve Banks of New
ork and Chicago, the Assistant General Counsels are in-

¢luded in the list of officers as are the Assistant Coun-

Sels at the Federal Reserve Banks of Boston and Minneapolis.
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"These are the only Federal Reserve Banks now having such
Positions.

"The Board is prepared to consider approval of a sal-
ary for an Assistant General Counsel for your Bank whenever
Jour directors elect someone to fill that position.

. "It is understood that the establishment of the posi-
tion of Assistant General Counsel is not proposed in con-
templation of future expansion of the Legal Department,

ut is proposed in view of the responsibilities which
have been placed on the Department and as part of the pro-
gram for training an ultimate successor to your General
Counsel,

"It is noted that while you propose a maximum salary
of $7,500 for the position of Assistant General Counsel,
JOu do not, intend to pay any such salary at this time.

0 View of the fact that the establishment of the new of-

lcial position of Assistant General Counsel will be part
°f & training program, it is believed that the initial
Salary need not constitute the ceiling but that the pro-
Posed meximum of £7,500 can be considered the pattern
for the position within which future adjustments may be
ade upon approval by the Board without certification of

€ increase to the Joint Committee.

. "From the description of duties of the present posi-
t}On of Assistant to General Counsel and the proposed posi-
tion of Legal Assistant, it appears that the duties of the

WO positions are essentially the same. The proposed mexi-
M salary of #5,000 for the position of Legal Assistant,
88 compared with the maximum salary of #i,500 for the po-
Sltion of Assistant to General Counsel, therefore, in ef-

€ct, represents an increase in salary which would have to

€ certified to the Joint Committee. The Board is prepared
© approve the discontinuance of the position of Assistant
Yo General Counsel and the establishment of the position

of Legal Assistant, with maximum annual salary of $5,000,
Upon receipt of an appropriate certificate to support the
increase in salery."

Approved unanimously, together wi?h
the following letter to the Joint Committee
on Salaries and Vages:

"Under the procedure established by General Order No.
19, of the Var Labor Board and the authority granted by
e Commissioner of Internal Revenue, transmitted herewith
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"are the original and four copies of five certificates

of the Federal Reserve Bank of San Francisco with respect
% increases in the maximum annual salaries, under the
Personnel classification plan, for twelve positions at

the Federal Reserve Bank of San Francisco and its Branches.

"These increases have been approved by the Board of
Governors of the Federal Reserve System as submitted.

"In transmitting the certificates, attention is
called to the fact, which has been discussed with repre-
Séntatives of the War Labor Board and of the Commissioner
of Internal Revenue, that maximum annual salaries approved
Under the personnel classification plan are not, in gen-
eral, established rates paid for all employees coming

tbin the respective groups. They represent instead
8 within which adjustments, including increases
due o individual merit and earned through long service,
M2y be made by the Reserve Bank without further refer-
®hce to the Board of Governors."

Letter to "The Security State Bank of Pecos, Texas", Pecos,

Te
Xas, reading as follows:

"The Board is glad to learn that you have completed
all arrangements for the admission of your bank to the
ederal Reserve System and takes pleasure in transmit-
1ng herewith a formal certificate of your membership.
. "It will be appreciated if you will acknowledge re-
celpF of this certificate.”

Approved unanimously.
Letter to the "American Bank & Trust Company", New Orleans,
ouj g4
Wslena, reading as follows:

"The Board of Governors of the Federal Reserve Sys-
t?m has considered the application for permission to exer-
¢lse fiduciary powers made by you on behalf of the Nation-
erican Bank of New Orleans, New Orleans, Louisiana,
he national bank into which the American Bank & Trust
OMpany, New Orleans, Louisiana, is to be converted, and
8rants such national bank authority, effective if and
When it is authorized by the Comptroller of the Currency
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"to commence business, to act, when not in contravention
of State or local law, as trustee, executor, administrator,
r?gistrar of stocks and bonds, guardian of estates, as-
Slgnee, receiver, committee of estates of lunatics, or
I any other fiduciary capacity in which State banks,
trust companies or other corporations which come into
Competition with national banks are permitted to act
Under the laws of the State of Louisiana, the exercise
of all such rights to be subject to the provisions of
the Federal Reserve Act and the regulations of the Board
of Governors of the Federal Reserve System.
"After the conversion of the American Bank & Trust
C°mpany into the National American Bank of New Orleans
fcomes effective and the Comptroller of the Currency au-
Orizes the national bank to commence business, you are
Tequested to have the board of directors of the national
8nk adopt a resolution retifying your application for
Permission to exercise trust powers, and a certified copy
of the resolution so adopted should be forwarded to the
. Federal Reserve Bank of Atlanta for transmittal to the
%ard for its records. When a copy of such resolution
&8 been received by the Board, a formal certificate
Covering the national bank's authority to exercise trust
Powers will be forwarded."

Approved unanimously.

Letter to Mr. Tiilliams, President of the Federal Reserve Bank
of Phs
hlladelphia, reading as follows:

"There is enclosed a copy of a letter received by

the Board from Mr. L. B. Tyler, Executive Vice President,
Cranton National Bank, Scranton, Pennsylvania, dated
October 30, 1943, with its enclosures, regarding the ques-
lon of whether a practice of analyzing individual ac-
Sounts followed by the bank constitutes a 'payment of
‘Nterest! on demend deposits.

"It appears that the bank, in analyzing the accounts
of_depositors, uses a form known as 'Monthly Account Anal-
TSis', Use of the form involves the assessment against
the account of theoretical costs for certain services
Performed in connection with the account as follows:
Checks paid at five cents each, transit items at three
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"cents each, clearing house items at one cent each, de-
POsits at five cents each, list checks at three cents
e?ch, return items at ten cents each, and overdrafts at
fifty cents each. The total of these charges is desig-
Nated in the analysis as 'Account Maintenance One Month'
&nd to this total there is added 15 per cent. At the same
time, the theoretical earning value of the account for
© month is estimated by deducting from the average
daily collected balance an amount equal to the 18 per
fent required reserves and treating the so-called 'Net
™ing Balance' as though the bank had it invested at
& rate of 1 per cent a year. If the cost of services,
estimateq in the above manner, exceeds the theoretical
®arnings on the account, the difference is set up as 'Cost
of Services in Excess of Earnings'. Apparently, the cus-
OWer may be charged this amount for the services rendered
¥ the bank. It is assumed, however, that in no case, as
& result of the analysis, is any payment made to the cus-
Omer or any credit given which increases the amount of
his deposit balsnce.

"The question raised by the correspondence involves
the basic distinction between payments of 'compensation

Or the use of funds' and charges made for keeping bal-
?nces and performing other services for a customer. There
1S no Federal law or regulation which prohibits a bank

Tom imposing so-called 'service charges' against a de-
Positor — nor for that matter which requires it to re-
Ceive deposits at all. Its relations with a customer and

€ service charges which may be imposed are matters of
fontract between the bank and the customer.

"It is not unusual for the management of a bank to
formUIate some method of internal accounting designed to
nable the management to analyze individual deposit ac-
sounts and determine the terms and conditions under which
1t vilg keep and service such accounts for depositors.

It 35 common for a bank using an account analysis also

© Use as one of the factors in making the analysis its
SStimate of the return it can obtain by investing the
. 1nds which the customer has deposited with it. Likevlse»

is common for such & bank to include in its analysis

Sstimateq factors of cost in servicing the account. In
SOme cases the result is that the customer is charged

Y the bank for keeping and servicing the account. But

€ Board does not understand that in any case is a pay-
Tent mage to or for the account of the customer as 'com-
Pensation for the use of funds'. As the Board understands
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?the facts, no payments are made at all. The analysis

1S simply an internal arrangement to enable the bank to
determine whether it should make a charge. Under these
c1I‘Cumstances, the Board is of the opinion that, under
the facts of the specific case, the use of the 'Monthly
CCount Analysis' is not a 'payment of interest' and,
dccordingly, does not violate section 19 of the Federal
‘€serve Act or the provisions of the Board's Regulation

"It will be appreciated if your bank will advise Mr.

Trler in accordance with the views above expressed."

Approved unanimously, together with
the following letter to the Presidents of
all the Federal Reserve Banks:

t3 "For your information in connection with the ques-
ion whether a practice of analyzing individual accounts
°llowed by a bank constitutes 'a payment of interest!
in demand deposits, you will find enclosed & copy of a
etFer of this date addressed to a Federal Reserve Bank.
Oples of the correspondence in relation to this matter
aVe.been furnished to the Comptroller of the Currency
and it ig expected that there will be published in the
Next issue of the Federzl Reserve Bulletin a statement
Containing the substance of the ruling set forth in the
®nclosed letter."

Letter prepared for the signature of Chairman Eccles to Honor-
aby
® Bernarg M. Baruch, Director of Advisory Board on War and Post-war
Ju
Stment, Policies, reading as follows:

whi "This will refer to your letter of November 15, in
ch you advised that Mr. Byrnes had asked you to develop
nifieq programs and policies for dealing with war and
POSt-war adjustment problems, and inquiring as to what
Spects of demobilization concern the Federal Reserve
d°ard and as to the problems on which the Board may have
one some work. You also advised that you would like to
4Ve any material, reports or memoranda that may have
®en prepared in this agency on any aspect of these prob-
®ms, as well as any statements reflecting our views.
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"Shortly after receipt of your letter, you and Mr.
Hancock came to luncheon and we discussed a number of the
8Spects of post-war adjustment. As I outlined to you at

h? time, the financial aspects are of chief concern to

S agency and have been the subject of our studies to
d?te. In our discussion, I made several suggestions for
f}nanCing the successive stages in the resumption of peace-
1me production, beginning with termination. I want you
to know that, responsive to your letter, I should be glad
80 any time to confer further with you or anyone you might
designate,

"Sihce you and Mr. Hancock were here, we have been
St“QYing the problem further, and within the course of a

®W days, I hope to be able to place in your hands a mem-
°randum on this subject. This paper will outline the

SCope of existing financing facilities provided by the
OvVernment and our suggestions for changing or re-adapting
these facilities in order to assure adequate financing
°f termination, of the disposal of Government-owned war
Plants, machinery and supplies, of the reconversion of
Ya&r industries to civilian production, and the general
PeSumption of business to peacetime production.™

Approved unanimously.
Memorandum dated December 4, 1943, from Messrs. Thomas and

Parry’ Assistant Director of the Division of Research and Statistics
u Chief of the Division of Security Loans, respectively, requesting
aPDrOVal, for the reasons stated in the memorandum, for conducting for

® Year 1943 the retail credit survey, one of the consumer credit
Btatistical projects transferred to the Board of Governors from the
Department of Commerce, it being proposed to expand the survey in only

1 important respect so as to collect from incorporated and unincor-
Dorated respondents the basic items of their current assets and lia-
b1litie 5

The memorandum stated that the Federal Reserve Banks had

a
Sreeq that the survey should be continued and that most of them
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f avor 3
ed the inclusion of the liquid asset items. Attached to the

m.emQr
@ndum was a draft of the schedule tentatively proposed for the

¢ .
Lection of the data.

Approved unanimously.

Thereupon the meeting adjourned.

Secretar&.
doproveq. / j
/sl ///,/éz

Chairman.






