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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in Washington on Thursday, December 30, 1943, at 11:00

am.

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

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

?ederal Reserve System held on December 29, 1943, were approved unani-

Inollsly.

Bond in the amount of t10,0001 executed under date of December

20' 1943, by Everett D. Jones as Federal Reserve Agent's Representative

4t the Detroit Branch of the Federal Reserve Bank of Chicago.

Approved unanimously.

Memorandum dated December 28, 1943, from Mr. Leonard, Director

1)t the Division of Personnel Administration, recommending that Dwight

L. A,
len be appointed Personnel Technician in that Division, with basic

8414rY at the rate of $3,200 per annum, effective as of the date upon

Ilhich he enters upon the performance of his duties after having passed

eatisfactorily the usual physical examination.
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Approved unanimously, with the under-

standing that if anything derogatory should

develop in the investigation of his refer-

ences his services might be terminated im-

mediately.

2014

Memorandum dated December 28, 1943, from Mr. Morrill, recom-

Mending that Miss Margaret C. Huffman be appointed as a stenographer

in the Secretary's Office, with basic salary at the rate of ',1,800

Per annum, effective as of the date upon which she enters upon the

Performance of her duties after having passed satisfactorily the usual

Pkrsical examination.

Approved unanimously, with the under-

standing that if anything derogatory should

develop in the investigation of her refer-

ences her services might be terminated im-

mediately.

Memorandum dated December 23, 1943, from Mr. Dreibelbis,

C'eneral Attorney, submitting the resignation of B. Magruder Wingfield

as Assistant General Attorney, and recommending that it be accepted

48 of the close of business on April 7, 1944, or at an appropriate

earlier date if annual leave is taken in the meantime.

The resignation was accepted as rec-

anmended.

Memorandum dated December 29, 1943, from Mr. Clayton, submit-

tin the resignation of Miss Julia B. Godwin as his secretary, and

l'ecommending that it be accepted as of the close of business on January

27
' 1944, or at an appropriate earlier date if annual leave is taken
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The resignation was accepted as rec-

ommended.

Letter to Mr. Peyton, President of the Federal Reserve

Minneapolis, reading as follows:

"In accordance with the
letter of December 27, 1943,
pointment, effective January
Groth as an examiner for the
Minneapolis."

request contained in your

the Board approves the ap-

1, 1944, of Clarence W.
Federal Reserve Bank of

Approved unanimously.

Bank of

Letter to Mr. Woolley, Vice President and Cashier of the Federal

Reserve Bank of Kansas City, reading as follows:

"This is in reply to your letter of December 22,

1943.
"It is believed that the expense of uniforms for

the guards is one properly borne by the bank and that

Your bank may furnish them without cost instead of re-

quiring the guards to furnish them, and that this change

in practice need not be considered a change in compensa-

tion requiring approval of the Board of Governors and

certification to the National tar Labor Board."

Approved unanimously.

Letter to Mr. Gilbert, President of the Federal Reserve Bank of

as, reading as follows:

. "The Board of Governors approves the payment of sal-

aries to Mr. Allen Sayles, Assistant Cashier, Head Office,
at the rate of 5,000 per annum, and Mr. Howard Carrithers,

Assistant Cashier, Houston Branch, at the rate of A3,900
Per annum, for the period January 1, 1944 to May 31, 1944,
inclusive, which are the rates fixed by your board of di-

rectors as reported in your letter of December 13, 1943.
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"The Board also approves payment of salary to Mr.
J. L. Cook, Cashier of the San Antonio Branch, at the
rate of %,200 per annum, for the period February 1,
1944L to May 31, 1944. This is the rate as fixed by your
directors and it is understood from your subsequent ad-
vice that it is proposed that the transfer of Mr. Cook
from the Houston to the San Antonio Branch will become
effective February 1, 1944.

"The Board regrets that it is unable to approve at
this time a salary of $,000 for Mr. C. M. Rowland as
Cashier of the Houston Branch. As you were advised in-

formally, :t,-4,800 is the maximum salary which has been
paid to the Cashier of the Houston Branch for many years,
thereby establishing a salary pattern for that position.
Any increase over that amount would have to be supported
by a showing that there has been such a change in the na-
ture of the activities and responsibilities of the position
as to amount in fact to the establishment of a new po4-
t1on thereby rendering the old salary pattern no longer
applicable, or by an appropriate certificate to the Joint
Committee showing that the increase is necessary to cor-
rect a gross inequity. Upon submission of such supporting
data, the Board will be glad to reconsider the question
of Mr. Rowland's salary. In the meantime, the Board ap-

proves payment of salary to Mr. C. M. Rowland as Cashier
Of the Houston Branch at the rate of l54,800 per annum,
for the period February 1, 1944 to May 31, 1944, it being
understood that his transfer is likewise to become effec-
tive February 1, 19/111."

Approved unanimously.

Letters to the "Huntington Station Bank", Huntington Station,

New 
York, "The Commercial Bank and Savings Company", Fostoria, Ohio,

the,,
Bank of Gassaway", Gassaway, hest Virginia, and the "Security

Savings Bank", Farnhamville, Iowa, reading as follows:

"The Board is glad to learn that you have completed
all arrangements for the admission of your bank to the
Federal Reserve System and takes pleasure in transmitting
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"herewith a formal certificate of your membership.
"It will be appreciated if you will acknowledge

receipt of this certificate."

Approved unanimously.

Letter to Mr. Young, President of the Federal Reserve Bank of

Chicago, reading as follows:

"Reference is made to Mr. Diercks' letter of De-
cember 13, 1943, submitting for the consideration of
the Board the proposed purchase of certain assets and

assumption of deposit liabilities of the State Bank of

Archer, Archer, Iowa, a noninsured bank, by the Security

State Bank, Sheldon, Iowa, a member bank. Consideration
of the Board is requested under an applicable condition
of membership, condition numbered 1, which provides that,
except with the permission of the Board, the bank shall
not cause or permit any change in the general character
of its business or in the scope of the corporate powers

exercised by it at the time of admission to membership.
As you know, the matter has been held in abeyance pend-
ing receipt of advice from the F.D.I.C. as to its action
on the member bank's application for the Corporation's

required prior written consent to the assumption of the

deposit liabilities of a noninsured bank, which consent
has now been given.

"It is understood that the assets to be purchased

by the member bank will consist only of cash and balances
due from other banks, United States Government bonds and

municipal bonds at market value, and approximately 10,000
of loans; that the deposits of the noninsured bank amount
to approximately 1'370,000 as compared with deposits of

around :t1,800,000 of the member bank; and that following

consummation  of the transaction, the capital account of
,',11e Security State Bank will be increased by the sale of

5,000 par value of additional common stock at a premium
of between p5,000 and :',6,000. It is further understood
that the proposed plan has been approved by the Superin-

tendent of Banking of the State of Iowa.
"The Board concurs in the opinion of your counsel

that the proposed purchase of assets and assumption of

liabilities rill not result in any change in the general
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"character of the business of the Security State Bank or
the scope of its corporate powers within the meaning of
the condition of membership numbered 1 to which the bank
is subject."

, Approved unanimously.

Letter to Ir. Sproul, President of the Federal Reserve Bank

Of' New York, reading as follows:

"There is enclosed a copy of a letter received by
the Board from Mr. George Scelyi, Cashier, First National
Dank of Ardsley, Ardsley, New dated December 20,
1943, with respect to the question whether the absorption
by that bank of the expense of specially printing check
books for its customers would constitute a 'payment of

interest' in violation of the Board's Regulation Q.
"Mr. Scelyi's letter indicates that his bank has

not been absorbing expenses of this kind and that com-
plaints have been received from depositors stating that

other banks are absorbing such expenses. His letter also

indicates that the expense of specially printing check

books for customers averages three or four dollars with

respect to each customer.
"The absorption of the expense of specially printing

check books for a customer does not result in any payment
to the customer or credit to his account which increases
the amount of his deposit balance. In this respect it is
to be distinguished from the absorption of an exchange

charge on a check deposited with the bank for collection,

since the absorption of that charge increases the deposit

balance beyond the amount which the bank actually receives.

Moreover, under the facts here stated, it is believed

that the absorption of the expense in question cannot

Properly be considered as 'compensation for the use of
the funds constituting the deposit'.

"Accordingly, it is the view of the Board that the

absorption by the First National Bank of Ardsley of the

expense of specially printing check books for its cus-

tomers in the circumstances indicated in Mr. Scelyi's

letter would not involve a payment of interest on demand

deposits in violation of the Board's Regulation Q. It

is possible, of course, that there may be other cases

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



12/30/43

2019

-7-

"in which the absorption of an expense of this kind would
constitute a payment of interest because of the particular
facts involved.

"It will be appreciated if your Bank will advise Mr.
Scelyi in accordance with the views above expressed."

Approved unanimously, together with
a letter to the Comptroller of the Cur-
rency transmitting a copy of the above
letter and the incoming inquiry for his
information.

Letter to Mr. Edward Hudson, President of The Patchogue Citizens

Earilk and Trust Company, Patchogue, New York, reading as follows:

"This refers to your letter of December 20, 1943,
enclosing a copy of a letter written by you to the Ameri-
can Bankers Association regarding the practice of banks
in affording free services to their depositors.

"Apparently, your very interesting discussion of
this matter was prompted by the Board's recent ruling
to the effect that the practice of a bank in analyzing

individual accounts for the purpose of assessing service

charges did not constitute a payment of interest on de-
mand deposits. In the excerpt from the American Banker

enclosed with your letter, quoting the Board's ruling,

You have underscored the statement that there is no Fed-
eral law or regulation which requires a bank 'to receive

deposits at all'; and, in view of this statement, you
ask whether the Federal Reserve Act does not imply, by

Permitting your bank to do business, that it has a duty
to accept deposits.

"The statement in the Board's ruling to which you

refer was intended merely to point out that a bank has
a right to determine whether or not it will accept a
deposit from a particular individual. This right has

been repeatedly affirmed by the courts. The Board's

statement was not meant to refer to the discontinuance
of the business of receiving deposits altogether. In

this connection, it may be of interest to mention that
under the Federal Reserve Act the term 'State bank', for

Purposes of insurance of deposits by the Federal Deposit

Insurance Corporation, is defined as a bank 'which is
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"engaged in the business of receiving deposits'.
IIV;e are always glad to have an expression of the

views of member banks; and we appreciate your interest
in the matter of service charges as evidenced by your
letter to us and to the American Bankers Association."

Approved unanimously.

Telegram to the Presidents of the Federal Reserve Banks of

New York, Philadelphia, Richmond, Atlanta, and Minneapolis, reading

as follows:

"It is suggested that if any part of a charge-off
or reserve on a particular industrial advance represents
a direct charge to surplus because of insufficient earn-
ings in year in which charge-off was made or reserve set
aside, any recoveries thereon be credited to surplus and
excluded from 'Additions to current net earnings' on Form
F.R. 418 and reports to Treasury until the charge to sur-
plus is fully restored, with understanding that if dif-
ferent procedure is agreed upon with Treasury after De-
cember 31 any necessary adjustments will be made by your
Bank."

Approved: --------

Approved unanimously.

Thereupon the meeting adjourned.

Vice Chairman.
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