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A meeting of the Board of Governors of the Federal Reserve

%ﬁtem Was held in Washington on Saturday, March 18, 1944, at 11:00
a.m'

PRESENT: Mr. Eccles, Chairman
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-
epr
Teferred to was taken by the Board:
The minutes of the meeting of the Board of Governors of the

®l Reserve System held on March 17, 1944, were approved unani-
VAN

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

of N
" York, reading as follows:

tep "In view of the circumstances described in your let-
co of March 15, 1944, the Board of Governors approves the
Qtinuation of the payment of a salary to Mr. James
inan as an Assistant Shipping Clerk, Cancelling and
partl“g Section, Sorting and Counting Division, Cash De-
tment, until. he retires, at the rate of $2,800 per
&ryum’ which is $100 in excess of the maximum annual sal-
the PrOVided in the persomnel classification plan for
Position to which he is assigned."

Approved unanimously.

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

ca
B9, Teading as follows:

C
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"In accordance with your request, the Board approves
the appointment of Otis B. Coppedge, at present an assist-
ant, examiner, as an examiner for the Federal Reserve Bank
of Chicago. Please advise us of the date upon which the
@pointment becomes effective.”

Approved unanimously.

Letter to the board of directors of "The Hermann Bank", Hermann,

Magoy ,
s stating that, subject to conditions of membership numbered 1

to

3 tontained in the Board's Regulation H, the Board approves the
bagyr
kg 8pplication for membership in the Federal Reserve System and

for

the appropriate amount of stock in the Federal Reserve Bank of St.
Lmu

S,

Approved unanimously, for transmis-
sion through the Federal Reserve Bank of
St. Louis.

Letter to Mr. Hays, First Vice President of the Federal Reserve

Ban

of Cleveland, reading as follows:

1y "The long delay in answering your letter of January
tr 8s been due in part to circumstances beyond‘our con-
Ll and in part to the difficulty of the questions.

"The first question arose out of the following facts:
licustomer is indebted to two loan companies and %s de-
linquent to both. One of them wishes to enforce its ob-

egation by legal action. The other wishes to e;tend the
1 :ms of its obligation but in order to protect }tse}f be-
thazes that it must take over the delinquent.obllgatlon
thi is owing to the other Registrant. It wishes to do
retS by advancing to the customer the amount necessary to
Lis that obligation. It will then have two loans to

b € Customer, one representing this advance (which would
ang Or the number of months remaining on the old contract,
1 w?lch would not be in default because it is a new ob-
€8tion) and the other representing the loan which it
“SAdy had, and which was already in default. After the

n
¥ loan has itself gone into default, the company proposes
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"to revise both loans under section 10(a)(2) and consol-
idate them, without having to observe any limitation on
the length of the contract.

"In its letter of December 14, the Board stated that
this could not be done, although it had stated in S5-583
that where a Registrant has 'purchased' a delinquent in-
Stalment obligation and has exercised a bona fide collec-

lon effort, he may then revise the obligation under sec-
tion 10(a)(2). You point out that some Registrants are
Dot permitted to purchase obligations and you suggest that

€re is not much difference from a practical standpoint
between the purchase of an obligation and a loan to retire
he obligation.

"As was pointed out in the Board's letter of December
14, the policy objection to liberal rulings in cases under
Section 10(a)(2) is that they would enlarge the opportunity

Or using that section as a means of evasion. It was
Pointed out in that letter, as has been stated on several
9Ccasions, that section 10(a)(2) as it stands, is loose.

1 the case which you describe, the Registrant would be
Making a loan with full knowledge at the time of making
1% that the loan would not be repaid according to its
terns ang that it would in fact go into default. He
Would pe expecting by this means to obtain the privilege
of Tevising it on terms which would not have been per-

M tteq by the regulation otherwise. As stated in the
%8rd's letter of December 14, the regulation should not
Prevent o Registrant from taking anything he can get where
¢ debtor is not able to pay the obligation according
hoyLt8 terms; but this principle applies to an obligation

held by the Registrant himself and not to an obligation
®ld by another. Therefore, as stated in the Board's.let-
°T of December 14, it appears that the answer given in

3 goes as far as is desirable in this comnection.
a "Your second inquiry relates to a creditor who, as

Matter of policy, does not wish to repossess or sell the
pPOperty by which the obligation is secured. You.have ex—
22e§36d the tentative opinion that a secured creditor may
liv}se an obligation under section lO(a)(Z?, without uti-
cizlng the security, only if (1) the security is not suffi-
13:0F to liquidate the account or (2) repossessing without

Ltigation is not feasible. This position would seem to
ca correct. A creditor who does not repossess merely be-
6 Use it is against his policy to do so would no? have met

® requirements of section 10(2)(2), which permits an
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"adJuStment only as a last resort and as a measure to be
aken for the Registrant's protection after all other
Means of collection (except litigation) have been ex-
hausteqd, »

Approved unanimously.

Letter to Mr. Dillard, Vice President of the Federal Reserve
of Chicago, reading as follows:

"This refers to your letter of March 9, 1944, en-
Closing a copy of a resolution which was adopted by the
€cutive Committee of the board of directors of your
ank for the purpose of indemnifying the officers, di-
ISctors and employees of your Bank against personal lia-
ity in connection with your Bank's entering into and
°perating under the proposed share-the-loss agreement of

the Federal Reserve Banks.
"In view of the position which the Board has taken,
38 expressed in its letter of December 1/, 1943, it has

10 objection to the proposed resolution which you en-
Cloged

Approved unanimously.

Thereupon the meeting adjourned.
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