A meeting of the Board of Governors of the Federal Reserve
N atem
"8 held in Washington on Monday, May 29, 1944, at 12:30 p.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

Mr. Thurston, Special Assistant to the
Chairman

Mr. Dreibelbis, General Attorney

Mr. Pollard, Assistant Director of the
Division of Examinations

Mr,
tht UcKee stated that on Saturday, May 27, 1944, Mr. Clerk,

ice .
- PreSldent of the Federal Reserve Bank of San Francisco,
€

dhim
ﬂmi on the telephone and reported that Mr. A. P. Giannini,

tM$ the Board of Transamerica Corporation, was very much dis-

ed
v r T
g ®POTts which had come to him from branch managers and others

by th
e qj g
Gy dscussions of shareholders of banks affiliated with the
Ning

inte ] . .
d\lcted e regarding an antitrust investigation being con-

v th 3
thay ® United States Department of Justice. Mr. McKee said

&ppare
n
tly Mr, Giannini was very critical because of a feeling

s
b T that the
U] fOr

th the lnvestig
# Bon

Board and particularly the Chairman was responsi-
ation. He also said that the record was clear that

rd kne .
% o ¥ nothing about, the investigation until sometime ago when
erk

Cal
%pmmm 1ed on the telephone to say that a representative of the
e nt'

of s
Justice hag called at the Federal Reserve Bank for certain
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h1°PM3tion desired in the investigation, at which time, upon check-
€ with the Department of Justice, the Board learned that the
hﬁ:::ii:tion had been authorized. Mr. McKee went on to say that
o th, Deen Suggested to Mr. Clerk that he inform the representative
oty Partment of Justice that the best way to proceed would be
S6iz6fer hip pegussts for infernabicn. to khe.Departient of

Just 0
lce j :
in Washlngton so that the desired information could be ob-

taine
d
from the Boarq's offices.

Mr, : "
the Dreibelbis stated that in accordance with that procedure
D

epart
- Ment of Justice asked to see certain information contained

the B
0& 3
rdty files, which, with the approval of the Board, had been

€ ayy
ilable to the Department.

Mr,
thyg UcKee stated that Mr. Clerk was going to talk to Mr. Giannini

tern
. °O0 and assure him that the Board had nothing whatsoever to
th

the jnatss. o
byth institution of the antitrust investigation being conducted
R

e
Partment of Justice.

¥r,
the UcKee went on to say that the Board had received through

Sderg)
of Ne Reserve Bank of San Francisco an application of the Bank
Vadg

et » Las Vegas, Nevada, for membership in the Federal Reserve
9 ang

ang h that the Federal Reserve Bank had made no recommendation
ad

hot,
g conducted the examination usually made in connection with
a
*Pleations byt p
Sect
Wtg

d submitted an inquiry whether, as provided

lon
b of Regulation P, Holding Company Affiliates--Voting Per-

't

e Bg
ard would first require Transamerica Corporation, which
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Woulq
e .
4 Come g holdlng company affiliate upon the admission of the
tk of
Nevada to membership in the Federal Reserve System, to file

&pplicat

®ation for a voting permit to vote the stock of the State bank.
* McKe

© added that, notwithstanding the agreement that had been

Peached

b

" Y the Federal Deposit Insurance Corporation, the Comptroller
th

eC
f Urrency, and the Board, the Federal Deposit Insurance Corpora-
on

h&d i
: fISured the deposits of the Bank of Nevada, and that presum-

¥y if ¢
ae Board were to withhold membership, Transamerica Corpora-

'Wlwoul
d make an issue of the matter.

The
Second question before the Board, Mr. McKee said, was a

the Bany

lett
d from Mr. Clerk under date of May 23, 1944, stating that

of s .
the America National Trust & Savings Association was demanding
Tight Loy

St a vote in the nomination and election of a Class B

I‘ecto
)] Qi‘
[ the Federal Reserve Bank of San Francisco to succeed Mr.

an G, v
thes °1kmann, deceased, and the circumstances were substantially

e as .
T88pe ®Xisted in connection with the question which arose with

(R to
t .
Veap he election of a Class A director of the Reserve Bank last

s in a telegram dated November 4, 1943, the Board
® Positigp that
8t
Ela
etio
n ang «3
thay Slnce such information as the Board had did not indicate

theFip s> since Transamerica Corporation had designated

Tr .
St and Savings Bank of Pasadena to participate in the

Con
0rthe trol of Bank of America N. T. & S. A. had changed by reason

Peducts on «
%mﬁ&a R in the number of shares of the bank held by Trans-

° 0 L]
TPoration nop that control was exercised in any different
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:“mer than was the case when the application for a voting permit
amsgranted to the corporation, it would violate the spirit as well
FlzteTi:tter of the law for both Bank of America N. T. & S. A. and
e st anq Savings Bank of Pasadena to participate in the elec-
» and &Ccordingly the Federsl Reserve Bank of San Francisco was

Tequegt,
e :
d to advise the Bank of America N. T. & S. A. that the Board

haq
Tleq .
the bank ineligible to participate in the election.
¥r,

e Dreibelbis stated that the application of the Bank of
V&da £
or

Membership raised directly the question whether the Board

quud

; be 3

he "1ling to grant a permit to Transamerica Corporation to vote
Stock

of °f the Bank of Nevada when it was considering the issuance

Orde
T to show cause why the existing permit held by Trans-
a Cop

¢
be Bog,
o

&me !\i
Poration should not be canceled, and that it might weaken

Q1
S Position if it should admit the Nevada bank to membership

Teoy s
Qire the filing

of of an application to vote the stock of the Bank

Svaqa
W
hile the other matter was pending.

The whole matter was considered in the
light of the action that the Board should
take in the circumstances to best serve the
Public interest, and it was agreed that no
decision should be reached at this time with
Tespect to the application of the Bank of
Nev?da for membership in the System but that
& Wire should be sent to Mr. Clerk stating
that, for the reasons set forth in the Board's
telegram of November 4, 1943, the Bank of

lerica National Trust and Savings Associa-
tion was not authorized to cast a vote in the

election of a Class B director to succeed Mr.
Volkmann,
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The telegram sent in accordance with
this action read as follows:

addregzhe Board has considered the letter dated May 23, 1944
With peco DY Bank of America, N. T. & S. A. to Chairman Grady
durip :ﬁect to the election of a Class B director to serve
ang dima © unexpired term of William G. Volkmann, deceased,
ordep nding that it be furnished the required forms in
at'lt may vote in the election of such a director
and ()ag in group One. For the purpose of electing Class A
by the FsdB directors, the Board of Governors, as required
the TWelitera? Reserve Act, has classified member banks of
°138sif- h District into three general groups. Under the

_y -%tion thus made by the Board, Bank of America N. T.
the ené 15 included in Group One, subject to the proviso at
Reserye of the 16th paragraph of section 4 of the Federal
With ¢t: 'That whenever any two or more member banks
& S ﬁ ia@e Federal reserve district are affiliated with
Dembe banﬁ d}ng company affiliate, participation by such
fineq ¥ S 1n any such nomination or election shall be con-
Purpoge bOne of such banks, which may be designated for the
COrporatiy such holding company affiliate'. Transamerica
application continues to hold a voting permit granted on its
S, 4, ” on to vote the stock of Bank of America, N. T. &
Pasadénand it has designated First Trust and Savings Bank,
tinues t’ to pParticipate in the election. The Board con-
1913, thz old the views expressed in its wire of November 5,
N, e contents of which were conveyed to Bank of America,
Bany of Aé A: Please convey the contents of this wire also to

erlca" NO To & So Ao"

r.

thral UeKee Stated that Chairman Eccles was having lunch at the
Rege

hmonn Fve Bank of San Francisco today and that he proposed to

the Ch s
%Qﬁ. 4lrman of the developments that had taken place in con-

on wy .
4 th this who

BC“SS
it i¢
of the he should fing it necessary to do so. The other members

le matter so that he would be in a position to

oarg
Present wepe in agreement that that should be done.

Y this pos ;
%@w S Point Messrs. Thurston, Dreibelbis, and Pollard with-

rom
e he meetin

Nagy €5 and the action stated with respect to each of

®rS here;
®inafter referred to was then taken by the Board:
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The minutes of the meeting of the Board of Governors of the

Fed6r

a,

1 Reserve System held on May 27, 1944, were approved unani-
mously‘

Yemorandun dated May 27, 1944, from Mr. Morrill submitting
Tregj .
*8hation of irs. Edith Stem as a baker in the cafeteria,

fiCe
: of the Secretary, to become effective as of the close of busi-
g

S8 on
Usy 295 1944, and recommending that the resignation be ac-

Ce
Pleg 48 of that date,

The resignation was accepted as
recommended.

L
8tter to the Joint Committee on Salaries and Wages reading

s
ol owg,

n
Yo, 19U“der the procedure established by General Order
5% the of the War Labor Board and the authority granted
hereWi Omilssioner of Internal Revenue, transmitted
ificate are the original and four copies of three cer-
©Spect, E of the Federal Reserve Bank of Richmond, with
of that Bo increases in annual salaries of four officers

"Theank.and its Branches in Baltimore and Charlotte.

Vernop 8¢ Increases have been approved by the Board of

194, w  ° ©f the Federal Reserve System effective June 1,

Approved unanimously.
L
Sth aver to Mr. Day, President of the Federal Reserve Bank of
Tan
CiSCO, reading as fOllOWS:

]
of Maylg accOf‘dance with the request contained in your letter
tive Co O.adVlSing of the program recommended by the Execu-
Salapy "Wilttee, the Board of Governors approves payment of

ire :S to the following officers at the rates shown, which
Peportedr?tes recommended by the Executive Committee as
1N your letter. This approval is for the period
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"ending ppriy 30, 1945, and is effective as of the dates the
Officers assume their new duties, subject, of course, to for-
... 3Ction of the directors in making the appointments and
lelng the salaries.
Annual
Salary
g. N. Mangels Vice president 9’588
R. M. Leisner Cashier e
R. E. Everson Asst. Manager, Salt Lake City Branch 6,000
* Ho Morrily Asst. Manager, Seattle Branch T

"Please advise the Board as to the dates the appointments
nd the increased salaries become effective.
off he Board also approves the designation of Mr. Maqge}s as

i?er in charge of the Bank Examination Department and his

appolntmeﬂt as an examiner for the Federal Reserve Bank of San
Taneiseo,
to "FolIOWing your recent visit here, Governor lMcKee reported
of the card the present and proposed program for thg supervision
o the Bank Examination Department as you presented 1t3 and 1? is
0 the bagig of such report that the Board earlier indlcaFed its
;Eformal approval, and now formally approves the gesignatlon of
me;tmangels as officer in charge of the Bank Examination Depart-
Whi ﬁ To Complete the record, reference is mage to the letter
Boaid "r. McKee has sent you today regarding his report to the

Approved unanimously, together with
the following additional letter to Mr. Day
Prepared for the signature of Mr. McKee:

1ng t"You Will receive a letter from the Board formally approv-
the Be designation of Herman Mangels as officer in charge of
Sala nination Department, as well as the increases in
rz Tecomnended in your letter of May 20.
bagig 1nce the designation was approved by the Board on the
regard?f Ty report of the discussions which you and I had
orq 10g the whole program, I want you to know, and the rec-
undero Show’ the substance of my report to the Board and the
npending upon which the Board's action was taken,
Vatig LTS, however, I want to repeat that the Board s‘rese-ar—t
adyy =i approving the designation when the proposal was firs
2l Was due to the fact that, according to our information,

r. . -
supegi?gels had had no experience in bank examination and bank

i i T d, in
dea) 3 lso?y work, or experience, such as Dick West had had,
W 1lng th bankers regarding their banking problems. T?ere
ofey ° QUestion about Mr. Mangels' abilities as an operating
°°T of your Bank. In fact, his abilities in this field are

WL
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"well knovn., There was, however, the qu?st;on :setgpggial~
Mis training ang experience had fitted him for
1zed and

i i and
important responsibilities of ?ank eﬁamlﬁiztzgn i
SUDervision, You will recall I also raised t eEgamination
YU 45 to the effect on the morale of the Bank xenination
°Partment if ap of ficer without gxperlgzﬁgerela e
Tk of the qe artment were placed in c . the
"As T tOlg you, neither the Board.nor any memb?;dgiidual
poard haq any candidate or any suggestion as ?o anll Svidus
o Ay charge of the Department. The Board's so ee onee
18 that, ¢ lmportant responsibilities of t?e.Reszrvin capibie
b the fie1g of bank examination and supervision be
handsnind Properly dischen'gedt.lh board
11 thi eported to the Board. ; R
"I alsglieioitgg that you had advised me geflnzzii{.
'l. That Mr. Clerk would continue hlsM:p cia
&tention to the examination work, and Mr. ngel
would have the benefit of that advice and couns ks
Which we here have always respected, in the supe
Vision o artment.
"2-f ;E:tngﬁe designation of Mr, Mangels i:ment
officer in charge of the Bank Exgmlnatloanegatempou
38 proposed with the idea that'lt :ﬁzld e
Tary arrs til your retirement. '
i '3fdn$§23n§nu§he mZantime every 0PP°rtunizi e
be given 4, develop someone within the gaggiz.es ,
Proper background to assume the responsibi ld'ust-
officer in charge of the Departmegt when the :hgt o
nents are mage following your retirement and

; ; uld
3d indicated that Mr, Volberg, Chief Examiner, wo

be the logical man
"4, gThat the situation woulg be so hi;dézgmigafs
20t to create any morale problem in the Ba
‘on Department.

+ That the proposed promotion of Mr.Bgiﬁgels -

e designation as officer in charge of the motioﬁx:§é

on Department was part of a program of pro otion an

*Velopment and involved a number of other pr

48 wel],
"6.  That the proposed assignment of Mr.thgge;io-

youlq round out his experience and developmen

Vlde an

. 3 l
intermediate level of supervision and contro
betWeen My .

. . : h
Clerk and the present Chief Examiner, whic

i d
Woulq pe helpful during the period of preparation an
1 ";:lning of the latter.

' d the
desg; Was with this understanding that the Boar Shapngvim i
“enaty Mr. Mangels as an integral part of the prog

on of
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SXecutive g

for evelopment and of the present and future program

SUpervision of the Bank Examination Departuent.

ab "When the program was presented in detail, as outlined
Ve, the Board was pleased to cooperate with your sug-

§§5P1°n5 as indicated, and to approve the program in its
‘rety as submitted."

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

°f 8. Louis, reading as follows:
the e;ih?s_r§fers to your letter of May 19, 19§A, regardigg
or . 8lbility of notes of the Commodity Credit Corporation
?;lscount by Federal Reserve Banks. '
Wheth he Board has not had occasion to rule on the question
Parg ir Such notes are eligible for discount under the second
collgtaph of section 13 of the Federal Reserve Act or as
graph Sral for notes of member banks under the eighth para-
PR of that section.
1s understood that, to a large extent, the proceeds
°rporat‘0f the Commodity Credit Corporation are used by the
arioy +on for the purpose of making loans to farmers on
alse us dgricultural comcodities; but that such proceeds are
Board,sed for other purposes. As you know, prior to 1937.t?e
ing th: Sgulation A contained a provision expressly prohibit-
are discount, of paper the proceeds of which have been or
Regulat.e advanced or loaned to some other borrower. However,
i 1°9 A, as revised effective October 1, 1937, omitted
lon; and in rulings published in the 1937 Federal
5 letin, page 1190, and the 1938 Federal Reserve
SXpresseq Page 86 (F. R. L. S. #4791, 4792) the Board
the pr the opinion that notes given to a member bank
for Oceed§ of which are to be loaned to other borrowers
eligibT23P01a1, industrial, or agricultural purposes are
Nent g £ Or discount if they meet the applicable require-
me. Uhe regulation as to maturity and in other respects.
Teque t? 4o not, understand from your letter that you are
“€ a ruling on the question at this time, but if you
1, either now or later, that a ruling on the ques=-
3tion 3 needed, we will be glad to give it prompt consider-
helpp,y . YO% Will so advise us. In doing so, it will be

in 1T you win i f your Counsel
the Mattep, n let us have the views of y

"TE
of Noteg

Approved unanimously.
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Thereupon the meeting adjourned.

; Secretag.

VVice Chairman.






