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A meeting of the Board of Governors of the Federal Reserve

Wﬁtan“ms held in Washington on Wednesday, June 20, 1945, at 2:00
p'ﬂl.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymeczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary
Mr. Carpenter, Assistant Secretary
Mr. Thurston, Assistant to the Chairman

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

°F referreq to was taken by the Board:

The minutes of the meeting of the Board of Governors of the
eder&l Reserve System held on June 19, 1945, were approved unanimously.
ty, % .MemOrandum dated June 16, 1945, from Mr. Smead, Director of
&@ervzlSlon of Bank Operations, recommending that John DeLaMater,

i Or of Service Functions in that Division, be retained in ac-
Ve

8 $
®TVice on a month to month basis, for a period of not to exceed
Rix g
y "ths in the aggregate beginning July 1, 1945, with no change in
8

Pr
°Sent, basic salary at the rate of $4,000 per annum and with the

°°nt-
n
be led understanding that payment of his retirement allowance will

Pended until his employment is terminated.
Approved unanimously.
Letter to Mr. Rounds, First Vice President of the Federal Re-

N
erve Bank
of New York, reading as follows:
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! "This refers to your letter of June 1, 1945, enclos-
Ng a certificate setting forth the increases which your

5 Proposes to make in the salaries of employees in the
Positions of Guardsman, Sergeant, Second Lieutenant, Regis-
tered Maj1 Convoy, Bank Messenger, and Chauffeur-Guard.
th "It is noted that the proposed increases are within
N € maximum salaries for such positions covered by certif-
Cates approved February 17, 1945 and March 13, 1945 which
"ere transmitted to the War Labor Board. In the circum-—

1 §tances’ it would seem that the proposed increases are
in OI‘der 2 n

Approved unanimously.

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

of At
lanta, reading as follows:

ik ."R?ference is made to your letter of June 13, 1945,

¥y Mtting the request of the Pan American Bank of Miami,

maami’ Florida, for extension of the time within which it
accomplish membership in the Federal Reserve System.

iy "In view of the reasons set forth by the bank, and

to ;°°°rdance with your recommendation, the Board extends

can gVember 1, 1945, the time within which the Pan Ameri-
ank of Miami may accomplish membership."

Approved unanimously.

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

of By
Ston’ reading as follows:

8ubmi"R§ference is made to your letter of June 8, 1945,

Mag, tting the request of The Merrill Trust Company, Bangor,

2 ®s for approval of the proposed purchase of assets and

CalpyPtion of deposit liabilities of the National Bank of

in Cls, Calais, Maine, and the establishment of a branch

b als in the quarters now occupied by the national

It is understood that approval of the Bank Commis—
" of the State of Maine has been obtained.

In accordance with your recommendation, the Board
rmors will interpose no objection to completion

°% Gove




6
120/y5 e

"of the transaction involving the acquisition of assets
and assumption of deposit liabilities of the National
@k of Calais by The Merrill Trust Company substantially
88 proposed, and the Board also approves the establish-
Tent and operation of a branch in Calais by the Trust
OMpany, provided counsel for the Reserve Bank will re-
View all steps taken to establish the branch and satisfy
Self as to the legality thereof."

Approved unanimously.
} Letter to Mr. Hill, Vice President of the Federal Reserve Bank
Ofp

hiladelphia, reading as follows:

- "Reference is made to your letter of June 12, 1945,
0? Mtting for the consideration of the Board the proposal
he Curwensville State Bank, Curwensville, Pennsylvania,
1? Purchase the acceptable assets and assume the deposit
1abilities, amounting to approximately $960,000, of its
Ccal Ccompetitor, the Curwensville National Bank.
"On the basis of the information submitted, which
ded recent reports of examination of both banks by
€xaminers, the Board concurs in your conclusion that
th: Proposed transaction will not result in any chang? in
Statgeneral character of the business of the Cuywensv1lle
wit © Bank nor in the scope of the powers exercised by it
app13 the meaning of condition of membership numbered 1
obP “cable to the State member bank and will interpose no
asJect:Lon to completion of the transaction subs?ant1§lly
theproposed. It has been noted that in connection with
aqqq;  S°TPtion the State member bank is to sell $50,000
it tional common stock at a premium of $25,0QO, and that
as b acquire only such assets from the nat%onal bank
eseave been classed as acceptable by an examiner for the
servrve Bank; and it is assumed that counsel for the R?-
ang = will review the steps taken in the transaction
Satisfy himself as to the legality thereof.®

inclu
Jour

Approved unanimously.
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Under date of June 19, 1945, a wire was sent to the Presidents
°f the Federal Reserve Banks stating that the Presidents' Conference
dapprOVSd the following draft of letter (which had been prepared
by Vessrs, McKee,

Morrill and Vest in accordance with the action taken

a.tt
he Meeting of the Board on June 8, 1945) to be used by the Federal

ese
Ve Banks as a covering letter in connection with a proposed letter

fro
ul
the Board in the form of a statement concerning the absorption
of o
X
Change charges. The telegram stated that the plan which was being

 out, contemplated that the Federal Reserve Bank letter would be

signeq by
the President of the Bank and would be dated June 25, 1945,

thay
t
BEBoardis: statement mould he. dabed Juns 22, 1945, and that the

)y
ODOBed FEderal R B £t i bei $yad 4 q t .
t eserve Bank letter was being wired in order to give

® Re
Serve Banks adequate time to prepare it for mailing:

e "Attached hereto is a statement of the Board of
UnernOPS of the Federal Reserve System under date of
chap. 2, 1945, with respect to the absorption of exchange
S€s, which is self-explanatory.
COmpt In accordance with an understanding between the
he FPOller of the Currency, the Board of Governors, and
any ederal Reserve Banks, applicable to all member banks,
it mem?er bank which absorbs exchange charges for depos-
Will be expected to keep an adequate record of such
5 ctions, showing the amounts and dates thereof and
nimes of the depositors concerned.
e in This record, in the case of State member banks, will
at thspe?ted by the examiners of the Federal Reserve Bank
1945 € time of all future examinations after August 1,
e A similar letter is being sent to all national banks
v Comptroller of the Currency.
our cooperation in this matter will be appreciated.”

Ors

r
thansa

The Program which had been worked out by Mr. McKee with the
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™al concurrence of the Comptroller of the Currency, and which he
Doy

Proposed to put into effect immediately, contemplated (1) that a
Seqq :

" wire would be sent tomorrow to the President of each Federal

QSQ
Ve Bank stating that the Board was sending to the Bank today a

i :Zicient number of copies of the Board's statement under date of
j 2, 1945, to enable the Bank to supply all State member banks
ko the SXaminers and officers of the Federal Reserve Bank, that it
0: undeI'Stood that the Federal Reserve Bank would transmit a copy

e Statement to each State member bank with the covering letter

Wer

t) .

s he Slgnature of the President in the form contained in the wire
Jun
® 19, 1945, and that it was requested that the Federal Reserve

a 3
b Wise the Board by wire when that had been done and that a copy
‘ the Bank!

; S letter be sent to the Board for its records, (2) that

following letter would be sent to the Comptroller of the
n:ency, and, (3) that on June 22, 1945, copies of the Board's state-
to thzould be sent to the Chairmen of the Federal Reserve Banks and
Tembers anq secretary of the Federal Advisory Council. Mr. McKee

hag

re
A Porteq that he had not been able to discuss with Mr. Crowley the
&

T o
£ Cooperation by the Federal Deposit Insurance Corporation:

e, R"In accordance with a telephone conversation with
the ~B°bertson, we are sending you today 5,700 copies of
%ard's statement under date of June 22, 1945 with

Teg
5ot St to the absorption of exchange charges. We have

suffit‘? each Federal Reserve Bank a supply of copies
g ang iclent for the State member banks in its District
S own examiners and officers. It is understood
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"that each Federal Reserve Bank will transmit the Board's
;tatgment with a covering letter over the signature of the
Tesident of the Federal Reserve Bank, under date of June

55 1945, in the following form:
'Attached hereto is a statement of the
Board of Governors of the Federal Reserve Sys-
tem under date of June 22, 1945, with respect
FO the absorption of exchange charges, which
1s self-explanatory.
'In accordance with an understanding be-
tween the Comptroller of the Currency, the Board
of Governors, and the Federal Reserve Banks, ap-
Plicable to all member banks, any member bank
W?ich absorbs exchange charges for depositors
Will be expected to keep an adequate record of
Such transactions, showing the amounts and dates
thereof and the names of the depositors concerned.
'This record, in the case of State member
banks, will be inspected by the examiners of the
Federal Reserve Bank at the time of all future
Xaminations after August 1, 1945. A similar
letter is being sent to all national banks by
the Comptroller of the Currency.
"Your cooperation in this matter will be
?ppreciated.‘
g 'It is also my understanding that you will transmit
a Sugy of the Board's statement to each National bank with
date Stantially similar letter over your signature under
of June 25, 1945.
1% - Since we have only informal copies of your letter,
, be appreciated if you will send us a record copy.
Copi If you should find that you need any additional
.8 of the Board's statement, we will be glad to be

thvlsed and will also be glad to help in any other way
at We can.®

v

The proposed statement of the Board
was as follows:

te ?The Board of Governors of the Federal Reserve Sys-
the glshes to invite your attention to the provision of
deral Reserve Act prohibiting member banks of the

Fed
pOsigal Reserve System from paying interest on demand de-

I S 'directly or indirectly, by any device whatsoever'.
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"This Provision authorizes the Board to determine what
Shall be deemed to be a payment of interest and to pre-
\ Seribe such rules and regulations as it may deem neces-
\ Sary to effectuate the purposes of this provision and
| Prevent evasions. The Board's Regulation 'Q' provides
\ that 'within this regulation any payment to or for the

ccount, of any depositor as compensation for the use of
unds constituting a deposit shall be considered interest!'.
"In developing a program for the enforcement of this
sion of the law with respect to cases involving the
Sorption of exchange charges, it has been pointed out
that the discontinuance of the practice of absorbing such
°harges in order to conform to the law involves the ques—
tion Whether and to what extent trivial items may be dis-
‘e8arded and also the fixing of a period of time within
Y ch the banks concerned may adjust their practices and,
©sirable, advise customers affected.

.7, "It will be expected that no member bank in any case
MU utilize the absorption of exchange charges as a de—
¥ice for compensating a depositor for the use of funds in
tier to obtain or retain demand deposits, but the absorp-
8 on of such charges in amounts aggregating not more Fhan

N for any one depositor in any calendar month or in
Other regularly established period of 30 days will
tﬁ considered as trivial and will be disregarded, provided
au:hoank keeps such records as the appropriate supervisory

shoulﬁizy may require for reconcilement purposes. It

Provi

ta € clearly understood, however, that if it is.ascer-
orlned that any member bank has engaged in the practice

th abSOI‘bing exchange charges in amounts aggregating more
ora? $2.00 for any one depositor in any calendar month

it N any other regularly established period of 30 days,

"1l be presumed that the law has been violated.

Such, "The Board has also decided that adequgte tim? for

to 8djustments as may be necessary or de51rable_1g order
Ay conform to this decision will be afforded by fixing

baﬁﬁst 1, 1945 as the date on and after which all member

th S will be expected to comply with this provision of
ore law. e Comptroller of the Currency and the Board
ov

N ®rnors are in agreement that if after that date it
s Sc

1s g ertained that any member bank, national or State,

&xp . oTPing exchange charges in violation of the law as
xplained herein, the measures of enforcement provided by
be invoked.

law wi:L-L
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P "This letter is being sent to each member bank of the
ederal Reserve System."

By unanimous vote, the arrangement pro-
posed by Mr. McKee and the communications
referred to above were approved.

Thereupon the meeting adjourned.

Secretiny.
ADDP()
Ved,
//Ziﬁﬂ/(;f47

Chairman.






