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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, December 31, 1943, at 11:30

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

The action stated with respect to each of the matters herein—

after referred to was taken by the Board:

Federal

Ously.

Federal

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

Reserve System held on December 30, 1943, were approved unani—

Telegrams to Messrs. McCreedy and Clouse, Secretaries of the

Reserve Banks of Philadelphia and Cleveland, respectively,

• Dillard, Vice President of the Federal Reserve Bank of Chicago,

141'. Stewart, Secretary of the Federal Reserve Bank of St. Louis, Mr.

14ehornay, Deputy Chairman of the Federal Reserve Bank of Kansas City,

4" Mr. Hale, Secretary of the Federal Reserve Bank of San Francisco,

stating that the Board approves the establishment without change by

the Federal Reserve Banks of St. Louis and San Francisco on December

28 4nd by the Federal Reserve Banks of Philadelphia, Cleveland, Chicago,

411d Kansas City on December 30, 1943, of the rates of discount and
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Purchase in their existing schedules.

Approved unanimously.

Memorandum dated December 29, 1943, from Mr. Smead, Chief of

the Division of Bank Operations, recommending, with the concurrence

cf Mr. Paulger, Chief of the Division of Examinations, that Mr. J. J.

Connell, a Federal Reserve Examiner, be transferred to the Division

of Bank Operations and designated Technical Assistant, with no change

in his present basic salary at the rate of 41200 per annum, effective

as soon as he can be conveniently released from the examination road

force.

Approved unanimously.

Memorandum dated December 30, 1943, from Mr. Paulger, Chief

of the Division of Examinations, recommending, for the reasons stated

therein, that the official headquarters of Rodman C. Matheny, Jr., an

Assistant Federal Reserve Examiner, be changed from Chicago, Illinois,

to St. Louis, Missouri, effective January 1, 1944.

Approved unanimously.

Memorandum dated December 21, 1943, from Mr. Morrill, submit-

ting the resignation of Mrs. Cecile L. Dodge as a junior file clerk

in the Secretary's Office, to become effective as of the close of busi-

ness on December 31, 1943, and recommending that the resignation be

accepted as of that date.

The resignation was accepted.
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Memoranda of this date from Mr. Morrill, submitting the resig-

nations of Alvin Bissett and James Hayden as cafeteria helpers in the

Secretary's Office, to become effective as of the close of business

on December 31, 1943, and recommending that the resignations be ac-

cepted as of that date.

The resignations were accepted.

Telegram prepared for the signature of Mr. Szymczak to Mr.

Fleming, President of the Federal Reserve Bank of Cleveland, reading

as follows:

tee,

"Your telegram December 30. See no objection to
your proposal to give auditor's representatives at your
branches title of 'Assistant Auditor' in view of increased
duties in connection with the expansion of the activities
of the branches."

Approved unanimously.

Memorandum dated December 29, 1943, from the Personnel Commit-

recommending that Messrs. George T. Gerlinger and Charles F.

Larrabee, whose terms as directors of the Portland and Seattle Branches,

respectively, of the Federal Reserve Bank of San Francisco expire

December 31, 1943, be reappointed as directors of the respective Branches,

each for a term of two years beginning January 1, 1944.

Approved unanimously.

Letter prepared for the signature of Mr. Ransom to the President,

reading as follows:
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"Following the receipt of your memorandum of December
28 to which was attached a letter of December 21 from
Congressman Spence and your memorandum of December 29 to
which was attached a letter of December 27 from Senator
Barkley, I discussed the question with Chairman Eccles,
who is now in Utah, and I am submitting this memorandum
with his approval as well as that of the other members of
the Board of Governors. I am also attaching drafts of re-
plies which you might make to Senator Barkley and Congress-
man Spence if you approve.

"The situation referred to in these letters grows out
of the fact that some time ago the Board of Governors was
presented by the Comptroller of the Currency with a question
as to whether the practice disclosed by examination of a
certain National bank which had been absorbing exchange
and collection charges was a violation of a provision of
law prohibiting the payment by member banks of interest on
demand deposits, with respect to which the Board is charged
with certain regulatory responsibilities. Before respond-
ing to the request and after long and careful consideration,
the Board, in accordance with an existing understanding,
submitted on August 6, 1943, to Chairman Steagall of the
House Banking and Currency Committee and Chairman Wagner
of the Senate Banking and Currency Committee a draft of
a reply to the Comptroller of the Currency to be dated
August 23, 1943, which had been prepared in accordance
with the advice of counsel. Receiving no comment or criti-
cism from the respective Chairmen, the Board issued the
ruling on August 23 and it was published September 13,
1943. The bank to which it applied and other banks in
the same community promptly announced their intention to
comply, and the correctness of the Board's interpretation
has been accepted by the bank to which it applied and has
not been contested in the courts. Many other banks have
since then admitted similar practices and have announced
their discontinuance. In such circumstances there is no
question of effective date, because the Board simply an-
nounced last September its interpretation of the law, and
it is convinced of the correctness of that interpretation.

"The payment of interest in violation of the statute
is accomplished through the form of what has been referred
to as a rebate to certain customers of the bank, not only
other banks but also large national accounts such as rail-
roads, insurance companies, chain stores, et cetera.
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"In the process of obtaining compliance with the law
as interpreted by the Board, agencies of enforcement have
found that many banks decided to fix some date of their own
choice for compliance, including January 1, 1944, the date
mentioned in the letters from Senator Barkley and Congress-
man Spence, but these dates were not fixed by the Board,
which expects compliance with the law without reference
to any specified date.

"There remains therefore solely a question of legisla-
tive policy as to whether Congress wishes to amend the law.
The general subject is being considered in hearings insti-
tuted on December 10, 1943, by the House Banking and Cur-
rency Committee, without any bill or resolution having been
presented, and we are informed that the hearings will be re-
sumed after the recess.

"The letters from Senator Barkley and Congressman
Spence, together with your memoranda, are returned here-
with."

Approved unanimously.

Telegram to the Presidents of all the Federal Reserve Banks,

reading as follows:

"Since operations of Federal Reserve Banks during
1943 consisted in large part of handling fiscal agency
operations for Treasury and other Governmental agencies,
it will be appreciated if you will have prepared and for-

warded to Board by January 12, if practicable, a brief

statement, 4 or 5 pages, of principal fiscal agency opera-
tions handled by your Bank during 1943 with figures where
appropriate. Such statement will be used in preparing

section in Board's 1943 Annual Report."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks,

reading as follows:

"Please furnish the Board with the usual annual re-

ports on salary data as follows:
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"1. Summary report as to number and salaries of
officers and employees as of December 31, 1943.
(Form S-723-a)
These figures are for publication in the Board's
annual report for 1943 and it is requested that
they be submitted as promptly as practicable.
The figures should not reflect any changes in
either the number or salaries of officers and
employees that become effective January 1,

1944.
2. Summary of salaries of employees by salary

groups. (Form S-723-b)
3. List of employees as of January 1, 1944.

(Form S-723-c)
4. Brief statement as to supplemental compensa-

tion, if any, paid during the year 1943. (Form
S-723-d)

5. Brief statement as to the basis, extent, and
practice with respect to the payment of over-
time and the granting of compensatory leave
for overtime.

"The reports referred to above should cover all em-

ployees of the Reserve Bank, including those whose salaries
are reimbursable, but should not include any individuals

whose salaries are advanced by the Reserve Bank as a matter
of convenience for other agencies but who are not employees
of the Bank.

"The information is requested this year in the same form
as requested last year in the Board's letter 3-604."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks, read-

as follows:

"Reference is made to the Board's telegram of Sep-

tember 29, 1943, and to its letters S-429 and S-435, dated

January 28 and February 4, 1942, respectively, regarding
the reporting of information on the purchase of War Savings

Bonds by the personnel of the Federal Reserve Banks through
the payroll savings plan.
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"Since two of the Reserve Banks find it impracticable
to forward reports until about a week after the close of
each month, it will be entirely satisfactory if, beginning
with reports covering the month of January 1944, you will
wire figures by item numbers so as to reach the Board's
offices not later than the seventh business day of the fol-
lowing month. It will not be necessary to confirm your
telegraphic reports by mail.

"One of the Reserve Banks has been submitting separate
reports for the Head Office and its branches and, with the
thought that the picture for the System would be more com-
plete if figures were available for each Head Office and
branch, it will be appreciated if you will be good enough
to wire separate figures for your Head Office and branches,
if any, beginning with the reports for January 1944. It
is not intended to use such data outside the System. No
change, of course, should be made in your present method
of reporting to the Treasury Department.

"As you know, copies of the comparative statements
Prepared by the Board are now being sent to the President
and the Chairman of each Bank. Requests have been received
from two Banks for additional copies for distribution to
their branches and in view of the fact that future state-
ments will show branch figures, it is believed that other
branches would be interested in receiving copies. Accord-
ingly, it will be appreciated if you will advise us whether
You wish to have copies for your branches, if any, and,
if so, whether they should be sent direct to the branches
or to you."

Approved unanimously.

Telegram to Mr. Stewart, Vice President of the Federal Reserve

8ank of St. Louis, reading as follows:.

"Retel December 30. Board approves request your Bank
for authority to charge surplus and credit reserves for
contingencies .500,000 close of business today."

Approved unanimously.

Memorandum dated December 24, 1943, from Mr. Thomas, Assistant

.rector of the Division of Research and Statistics, stating that,
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because of the conflict with the fourth war loan drive, the next semi-

annual survey of the ownership of deposits had been postponed from the

scheduled date of January 31, 1944, as approved by the Board on July

10, 1943, to February 29, 1944. The memorandum also stated that to

make the survey during the drive would give results of doubtful sig-

nificance because of shifts in balances then in process and would also

impose additional work on the reportimg banks when they were busily en-

gaged in the drive, that the matter of an earlier or a later survey

uad been raised with the Reserve Bank economists, and that the consensus

was strongly in favor of February 29.

Approved unanimously.

Memoranda dated December 30 and 31, 1943, from Mr. Paulger, Chief

of the Division of Examinations, recommending, for the reasons stated

therein, that the traveling expenses account and the printing and bind-

ing account in the 1943 budget of that Division be increased by .,9,500

and p50, respectively.

APProved.

Approved unanimously.

Thereupon the meeting adjourned.

ed. 
Vice Chairman.
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