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A meeting of the Board of Governors of the Federal Reserve
Vster
" Was held in Washington on Friday, March 3, 194k, at 11:30 a.m.

PRESENT: Mr. Fccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
lMr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

i The action stated with respect to each of the matters herein-
ep

Te
ferred to was taken by the Board:

The Mminutes of the meeting of the Board of Governors of the

®derg)
Reserve System held on March 2, 194/, were approved unani-

T
B ®legrans to Mr. Paddock, President of the Federal Reserve
of g
. °Ston, Messrs., Treiber and McCreedy, Secretaries of the Fed-

Rege
ey Ve Banks of New York and Philadelphia, respectively, Mr.
apy, in

B +
Mll > "Tesldent of the Federal Reserve Bank of Atlanta, and Messrs.
ap

S
> Stewart, ang Hale, Secretaries of the Federal Reserve Banks

0
‘ Chicago

the o > St, Louis, and San Francisco, respectively, stating that
ap
4PProves the establishment without change by the Federal
By
Peqe ks of St. Louis and San Francisco on February 29, by the
T

RQBErVe

e

&mk Serve Bank of Atlanta on March 1, by the Federal Reserve
fy

R W York, Philadelphia, and San Francisco on March 2, 1944,

the
Federal Reserve Banks of Boston and Chicago today, of the
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e of discount and purchase in their existing schedules.
Approved unanimously.
Memorandum dated February 28, 1944, from Mr. Paulger, Director
" the Division of Examinations, recommending that the basic salary of

W
\ N. Thompson, a Federal Reserve Examiner, be increased from
kY l‘ ) OOO

to 84,400 per annum, effective March 16, 1944.

Approved unanimously.

Letter to the board of directors of the MMfiners and Merchants

Savs
Vings Bankn

i » Lead, South Dakota, stating that, subject to conditions

Demb :

u\ *Tship numbered 1 to 3 contained in the Board's Regulation H,
& Bog

o T approves the bank's application for membership in the Fed-

es
&q °TVe System and for the Sppropriste auount of Btogk An tae
eral
Reserve Bank of Minneapolis.

Approved unanimously, together with
& letter to Mr. Peyton, President of the
Federal Reserve Bank of Minneepolis, reed-
ing as follows:

"

" The Boarq of Governors of the Federal Reserve Sys-
SavinngOVES the application of the 'Miners and Merchants
Feder)s Bank?, Lead, South Dakota, for membership in the
Scribed Beserve System, subject to the conditions pre-
to g 1n the enclosed letter which you are requested
?Wo ngﬁrd to the Board of Directors of the institution.
is orples of such letter are also enclosed, one of which
to fOr;your files and the other of which you are requested
of SOutZrd to the Superintendent of Banks for the State

ny > Dakota, for his information.
nsmigiording to Mr. Swanson's letter of February 16
Teny ing the application, a copy of the recent amend-
© the articles of incorporation with respect to the
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n

nigcrease in common capitel from $25,000 to $50,000 had

Capiit that time been received. Since an increase in

requial was necessary in order to meet the eligibility
eforrements for membership, it is assumed of course that

Your © issuance of Federal Reserve Bank stock to the bank

beey, EOUnsel will satisfy himself that the increase has
cogally effected.

repOrtSlnce the amount of estimated losses shown in the

the v of examination for membership is relatively small,

of 1548l condition of membership requiring elimination

OSses has not been prescribed. It has been noted,

€T, that losses in loans were ordered charged off

€ board of directors and that provision is to be

Or the remaining amount classified."

howev
byt

Letter Yo the board of directors of the "South Main State Bank",

QUSto
n
> Texas, stating that, subject to conditions of membership num-

b

Creg 1 o 3 con
theb&nkvs .
for the

tained in the Board's Regulation H, the Board approves
Pplication for membership in the Federal Reserve System and

PPropriate amount of stock in the Federal Reserve Bank of
S,

The letter also contained the following special comment:
n

iSSue It @ppears that the bank possesses the power to

neand sell investment certificates, which power is
Negg €essarily required in the conduct of a banking busi-
* <% appears also that the bank possesses authority

0 :
gaEEXEPC1§e fiduciary powers but does not expect to en-
the oon fiduciary activities. Attention is called to

S

Doweract that if the bank should desire to exercise the
exerciso 1Ssue and sell investment certificates or to
°0nditie fiduciary powers, it will be necessary under
BOard ogn numbered 1 to obtain the permission of the

Governors before exercising them."

Approved unanimously, for transmis-

Sion through the Federal Reserve Bank of
Dallag,

Le
tter to the Presidents of all the Federal Reserve Banks,
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regds
“dng ag follows:

"There is enclosed for your information a copy of a

st
atement dated February 29, 1944, relating to the policy

Whicﬁwed by the Navy Department in passing upon VT loans,
era] Mr, Coolidge has asked be transmitted to all Fed-
Reserve Banks."

Approved unanimously.

Reg Letter to Mr. F. J. Bailey, Assistant Director of Legislative
ofep
ene

® Bureay of the Budget, reading as follows. The letter was

Prepg
red 3 .
e n this form after further informal consideration of the mat—
ol £ | P
OWing the meeting of the Board on February 22, 1944:

L .
reques'?ills refers to your letter of February 3, 1944,
3513, 4 Ng an expression of views with regard to H.R.
for :c,h b?ll 'To amend section 1313 of the Code of Law
ter o District of Columbis.' Enclosed with your let-

thig giﬁ Proposed report of the Treasury Department on

n
the efit dppears that the purpose of the bill is to avoid
Co €ct of the recent case of Washington Loan and Trust

the Snnitv. United States (The Stitely case), decided by
C°l1J1nb' ©d States Court of Appeals for the District of

the amla in 1943, in which the United States recovered
fl‘auduiunt of certain checks, drawn on the basis of vouchers
Whigp - C0tly prepared by a Government employee, from banks

¢
employ::?hed the checks on endorsements forged by such

] .
of Co]_Tl'le.bl]-:L would amend the Code of Law of the District
3i"lilalxl'mtla to make checks issued under circumstances

% that 30 those of the Stitely case payable to bearer,
Upon th 10 similar cases in the future the loss would fall
Whi o € drawers of the checks rather than on the banks
thay ugaSh them. The opinion in the Stitely case indicates
of th der €xisting law the loss would fall upon the drawer
ingte, Checks if the agent empowered to sign the checks,
fOrgery °f another employee of the drawer, commits the

* It seems to the Board that it is equitable, in

SER
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Nas
cae. UiStances similar to those existing in the Stitely
anle that the loss should fall upon the drawer of the
sib es even though it happens that the employee respon-
for the fraud is not the agent empowered to sign
€ checks,
Ment, ;The pProposed amendment is identical with the amend-
adopteg Fhe Negotiable Instruments Law which has been
and i1, .1n the States of Idaho, Illinois, and Montana,
Sta 1S noted that the Chief Justice of the United

oy ;‘Es Court of Appeals for the District of Columbia,

i
lights Opinion in the Stitely case, stated that, in the
v of present day conditions in the District of Co-
simiiz’ there is much to be said for the passage of a
" D'r amendment to the Negotiable Instruments Law in
ﬁsﬁrlct.
that tin the circumstances, the Board of Governors feel
€ change in the law proposed by H.R. 3513 is an

[3) .
bg;itible one and therefore favors the enactment of the

Approved unanimously, together with
a letter to Honorable D. W. Bell, Under
Secretary of the Treasury, transmitting
& copy of the above letter.

Thereupon the meeting adjourned.

Secretary.

Y
L LA

Chairman.

SER






