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A meeting of the Board of Governors of the Federal Reserve Sys-
*m .
5 held in Washington on Tuesday, March 5, 1946, at 10:30 a.m.

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

Mr. Carpenter, Secretary

Mr. Hammond, Assistant Secretary

Mr. Connell, General Assistant, Office
of the Secretary

Mr. Morrill, Special Adviser

Mr. Smead, Director of the Division of
Bank Operations

Mr. Paulger, Director of the Division
of Examinations

Mr. Leonard, Director of the Division
of Personnel Administration

Mr. Vest, General Counsel

“£ed ;Mr. Ransom stated that, as the Board had been previously ad-
M\pe’ he United States Court of Appeals for the District of Columbia
thebiru&EY 13, 1946, rendered an opinion reversing the decision of

Strict Court which had dismissed the suit filed by John Agnew and

. 0. F
n &Yerweather against the Board in which they requested a review
th

°rder of the Board removing Messrs. Agnew and Fayerweather as
eeto

TS of the Paterson National Bank of Paterson, New Jersey. Mr.
S0m a.

S21d that yesterday he and Mr. Townsend, Assistant General

Co
QnSel
N > Conferred with the Solicitor General and members of his staff
i

t
th "as agreed that a request should be made of the Supreme Court of
¢ U
ni
ted States for a writ of certiorari and that the Solicitor Gen-

Qrel
U suggested that the Board write a letter to him asking that
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Such

8 request be made. Mr. Ransom added that if that procedure were
agre

®able to the Board he would recommend that it be authorized.

Mr. Ransom's suggestion was approved
by unanimous vote and it was understood
that the letter to the Solicitor General
would be sent over the signature of Chair-
man Eccles.

Ur., Ransom then stated that it was understood that the Senate
an .
°¢ Committee would give consideration this week or next to bill

LAY
a * 2948 which had been passed by the House and which would exempt

Tory
taxation the first $1,440 payable in any calendar year as annu-
tleg
. Wder the Civil Service Retirement Act. He said that the ques-
ion
Ay -
T consideration by the Board was whether it should suggest an

mMmdm
: Nt to the bill which would provide a similar exemption for
&t

S
flent, Payments to all of the members of the Board's staff.
Chairman Eccles suggested that the Board should make a report

€ b1y =
b111 in which it would take a firm position that exemption of

“Deei

i s €roups or income of particular kinds from taxation was unsound
Prings
nclple: that, therefore, the Board was opposed to the bill, but

th
at, i
f it Wwere the decision of the Congress to pass the legislation

the
biy
1 should be amended to provide a similar exemption for payments

ert
he retirement system of the Federal Reserve Banks.

Chairman Eccles' suggestion was
agreed to unanimously and it was under-
stood that Mr. Vest would prepare a
draft of report for consideration by the
Board.
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! the Board a memorandum dated February 19, 1946, from Mr. Szymczak

mnmﬂtting the request of the Federal Reserve Bank of New York for ap-
MOV by e Board of a contribution by the Bank of $10,000 toward the
st o erecting in a new location close to the Federal Reserve Bank a
hulding for the new Beekman-Downtown Hospital. The letter dated Feb-

Tary g

he
®qUest outlined the use that would be made by the Bank of the

» 1946, from Mr. Sproul, President of the Reserve Bank, making

hOs
Pit .
al facilities and stated that the officers and directors of the
c
fcurred in the view that the existing facilities, which would

re

% Placeq by the new hospital, were obsolete and inadequate, that
® ne .
" hospita) would be a direct benefit to the Bank and its employees,

g the
Bank could not properly avoid responsibility for the institu-

o
0
bl using its benefits, and that, in view of the need for the

il]sti

T

i Wlon, failure to make a contribution would constitute failure
t

e
Part of the Bank to meet its responsibility as a member of the

M
gty

The memorandum from Mr. Szymeczak stated that in view of the
Ure
°f the request and the discussion of the recent request of the

[
QEr&l Res .

N
Q()nn .

" ®Ction with the proposed Jefferson Memorial in St. Louis, the
ter

the

rve Bank of St. Louis for authority to make a contribution

s being submitted without recommendation as it was believed

2 .
% *d Mght want to discuss various aspects of the proposal before
Qe

hing & conclusion.

tuy, Chairman Eccles expressed the view that the Board should not
Oriz

© Payments by Federal Reserve Banks for purposes of this kind
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° any further extent than could be made by departments and agencies of
e Government, with offices in Federal Reserve Bank and branch cities
o Kr, Ransom proposed that before a decision was reached by the Board
™ the Tequest of the New York Bank it be ascertained whether any pay-
" to the hospital building fund were being made by Government
Mices located in downtown New York.

This suggestion was approved unani-
mously.

o Attention was then directed to a memorandum addressed to the
J by, Szymezak under date of February 25, 1946, which had been
o:culated among the members of the Board and which recommended approval
emp;:equest from the Federal Reserve Bank of Atlanta for authority to
i o :n architect and make the necessary contracts for the alteration
alterat ®ad office building at a cost of not to exceed $60,000. The
- lon would £i11 in the existing light court in the building and
g Provide 5 total of approximately 2,000 square feet of additional
% *hich would be used by two operating departments and the Bank's

ki,
hen and cafeteria,

Ur. Szymezak stated that the Bank needed the additional space

it i: e labor and materials for the construction were available
Yere undertaken immedistely.

% The matter was discussed in the light of the Board's policy with

a "t to building activities of the Federal Reserve Banks at this time

Pparent high cost of the alteration in relation to the space
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that,

Would be available, and a majority of the members of the Board were
% the gt

® opinion that the work should not be undertaken at this time.

At the conclusion of the discussion,
Mr. Szymczak moved that the Board approve
the request of the Federal Reserve Bank
of Atlanta. This motion was put by the
Chair and lost, Mr. Szymczak voting "aye"
and the other members of the Board voting
"nO" -

Thereupon, it was agreed that the
Atlanta Bank should be advised that the
Board had carefully considered the condi-
tions outlined in the memorandum accompany-
ing the request from the Bank but felt that
in view of the present shortage of building
materials and conditions generally with re-
spect to housing, as well as the high cost
that would be involved for the relatively
small amount of space that would be made
available by the alteration, it should not
be undertaken at this time.

Consideration was then given to certain of the matters dis-

¢ th the Presidents at the joint meeting of the Presidents and
&

a
t Td on February 28, 1946. In connection with the suggestion that

%8
Vs .
tem discontinue the issuance of Federal Reserve notes in denomi-

Q&i
Ong
\ °f $500 and above, it was proposed at this meeting of the Board

t L)

it 1001{ s . N o

th into the question whether the discontinuance of notes of
&

ar
oy 88 denominations would be effective as a part of a program for

h&i
18 tax evasion and black market operations which would include

T
eqld e ent, %
dag

Q wae
Wit
0 h a certificate as to the owner of the notes and where he had
alned then,

hat large denomination notes be turned in by a stated

It was felt that if such a study indicated that a
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Proe
Sdure of this kind would be desirable it could be discussed with

he Treasury.

There was unanimous agreement by the
members of the Board that Mr. Smead should
be requested to study this matter and sub-
mit a report to the Board for considera-
tion.

In connection with the suggestion of the Presidents that the

Soapg
Teview the general matter of salaries and retirement allowances
"th

r . .
epresentatlves of the boards of directors of the Federal Reserve
&hls

in addition to the ordinary reviews of official salaries with

Q PP
®Sldents of the Banks, it was stated that at the joint meeting

L83

he nts on February 28 they were advised that the Board

q ¢
P inished consideration of the salaries of Presidents and First Vice
Pesid

*0ts, that as long as salary levels for top positions in the

it Mt remained unchanged the Board could not go beyond the levels

Saly .

Mes whicn it had approved for the officers of the Federal Re-
8
i Bany g

8
> but that liberalization of the benefits provided by the

il
ang Nt system of the Federal Reserve Banks was under consideration
the
Banks woulq be advised in due course of the Board's views.

Unanimous approval was given to a
suggestion by Mr. Szymczak that no further
action was called for by the Board on this
matter at the present time but that at the
next meeting of the Chairmen's Conference
the Chairmen should be advised of the
statement submitted by the Presidents and
the conclusions of the Board with respect
to it.

There was agreement that for the rea-
sons stated to the Presidents at the time
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of the joint meeting no further steps
should be taken by the Board to obtain
legislation which would liberalize ex-
isting law with respect to membership
of banks in the Federal Reserve System.

There was a discussion of the statement of the Presidents that
itw
ould be extremely helpful if they could be kept informed of legis-

v
© developments affecting the System particularly with respect to
the
s
tatus of reorganization of Federal agencies and the status of the

Wiy
Sher.,
*~Spence and holding company bills. At this meeting the question
Wa,

S pas
Glseq Whether the personal view of the Presidents should be re-

Queg,

e .

d with respect to the reorganization of the Federal bank super-
vi

mSOry dgencies but it was agreed that this should not be done. Inas-

t::: 88 the Presidents met four or more times a year in Washington when

" Were advised of the status of important legislation and during the
*Tn Were informed by correspondence of anything that should be

: gt ¢4 their attention, it was felt that since the responsibility
Oop re
th “ommending bank legislation rested with the Board and not with

~ Federal Res

8 erve Banks, no change in the present procedure was called
op

It was stated at the meeting of the Board with the Presidents

by
Wy o Presidents! Conference Committee on Bank and Public Relations

b
& € Teady to consult with representatives of the Board at any time

Conp .
€ction with the development of a program which would include
lon

& thy

oy,
Pletures portraying the operations and functions of the System.

s .
Meeting the Board gave consideration to the action it should
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e
in Connection with this matter.

After discussion, the Secretary was
requested to advise the Chairman of the
Presidents' Conference that Mr. Evans would
be glad to confer with the Presidents' Con-
ference Committee at any convenient time,
it being understood that there would be
such consultation with experts in the field
as the Committee and Mr. Evans considered
to be advisable looking toward the submis-
sion of a report to the Presidents and the
Board on or before the next meeting of the
Presidents' Conference with the Board in
Washington.,

Chairmen Eccles said that he had sent to Mr. Clayton, Assistant
e
tary of State, and to Mr. Vinson, Secretary of the Treasury,
%opie
® of the statement of the Presidents' Conference with respect to

heBr
b 1tish loan agreement, stating at the time that the Board would

gla
4 to have any information that the two departments might have

th
k tould be sent to the Federal Reserve Banks so that they could be
ot

¢
WTently advised. Chairman Eccles also said that anything re-

“elveq
. % his office or the Board in connection with the loan agreement

&

International Bank and monetary fund which should be sent to the
® Banks would be sent to them as a matter of routine.

Messrs, Smead, Paulger, Leonard, and Vest withdrew from the meet-

g
i this point.

aﬁ@r The action stated with respect to each of the matters herein-
*STerred o was then taken by the Boards

gy The minutes of the meeting of the Board of Governors of the Fed-

SServe System held on March L4, 1946, were approved unanimously.
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Memorandum dated February 26, 1946, from Mr. Thomas, Director
°f the Division of Research and Statistics, recomnending that Robert
W.I%an Who has been on military leave, be reinstated in his position
®a Economi st in that Division, with salary at the rate of $3,860
iﬁ'annmn’ effective as of the date upon which he enters upon the per-
"Mance of his duties after having passed the usual physical examina-
tiOn‘

Approved unanimously.
- Memorandum dated February 26, 1946, from Mr. Thomas, Director
s the Division of Research and Statistics, recommending that the
Tﬁry of Mrs, Maria L. Nikonenko, a Clerk in that Division, be in-
Maeq from $1,836 to $2,034 per annum effective March 10, 1946.
Approved unanimously.
Memorandun dated February 26, 1946, from Mr. Thomas, Director

e o
DiVlSlon of Research and Statistics, recommending that Leila M.

Doebler

i » Who has been on military leave, be reinstated in her position

8
* Clery in that Division, with salary at the rate of $2,298 per
) * Sffective as of the date upon which she enters upon the perform-
et her duties after having passed the usual physical examination.
Approved unanimously.
Letter to ur. C. S. Young, President of the Federal Reserve
5 ChiCagO, reading as follows:
1944 "Receipt is acknowledged of your letter of February 23,

held, advising that at the meeting of the Board of Directors
on February 21, Mr. Kenneth E. Haefele was appointed
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"%SSiStant Counsel and Assistant Cashier, Detroit Branch,

1et2 No change in salary other than that recommended in your

i €r of January 4, to become effective April 1. Accord-

N 8y, the Board of Governors approves the continuation of
.° Payment of salary to Mr. Haefele in his new position at

318 Present rate for the period February 21, 1946, to March
» 1946, inclusive.

Wity "As indicated in the Board's letter of January 15, you

be advised later as to the recommendations reported in

gz:i %etter of January 4, for salaries for the new salary

Approved unanimously.
Letter to Mr. L. M. Clark, Vice President of the Federal Reserve
)
£ Atlanta, reading as follows:

ta "In accordance with the request contained in your let-

of J°f February 28, 1946, the Board approves the appointment

milighn L. Moore, Jr., at present an assistant examiner on

of Atary leave, as an examiner for the Federal Reserve Bank

an tlanta. Please advise us of the date upon which the
Pointment becomes effective.™

Approved unanimously.

Letter to Mr. H. R. DeMoss, Vice President of the Federal Re-

8
Bank of Dallas, reading as follows:

Yoy "In accordance with the request contained in your let-
Roy ﬁf March 1, 1946, the Board approves the designation of
&d ‘e Quisenberry as a special assistant examiner for the

€ral Reserve Bank of Dallas."

Approved unanimously.
Letter to the President of each Federal Reserve Bank, reading as

? Ollows ;

izatinThe question has been raised as to whether the author-
limiton given late last year to exceed, within specified
S, the maximum annual salaries under the personnel
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"Classification plans applied only to the maximum salaries
®n in effect, or whether it is a continuing authorization
8Pplicable to new positions and to maximum salaries sub-
Sequently approved by the Board.
¢ "The authorization was granted as a temporary measure
tor Postwar adjustments pending a comprehensive revision of
© personnel classification plans.
o "For simplicity in administration, the authorization
S intended to apply, within the specified limits, to all
BOSltions in the personnel classification plan until the
Omprehensive revision contemplated should become effective.
t1 "Accordingly, any changes in the personnel classifica-
eszn plan submitted during the interim, either for the
& ablishment of a new position or a change in maximum sal-
™5 should take this authorization into consideration."

Approved unanimously.

Letter to Mr. E. O. Douglas, Vice President of the Federal Re-
sex\ve
Bank of yew York, reading as follows:

"The Board of Governors approves the changes in the

of Nnel classification plan of the Federal Reserve Bank

o8 SeW ¥ork, involving the establishment of two positions

eb Pecial Assistant, as submitted with your letter of
Tuary 27, 1946."

Persg

Approved unanimously.
¢ Letter to ur. McCreedy, Secretary of the Federal Reserve Bank
Phy
ladelphia, reading as follows:

of y "The Board of Governors approves the reappointments
am, €ssrs. B. F. Mechling, John T. McDade, Keith Powlison,
Indes M. Skinner, and Daniel H. Schultz as members of the
Ser:istrial Advisory Committee for the Third Federal Re-
ook, Pistrict to serve for terms of one year each,

take ing March 1, 1946, in accordance with the action
B&nkn by the Board of Directors of the Federal Reserve

L, 1922 Philadelphia, as reported in your letter of March
1"

Approved unanimously.
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Letter to Mr. Willett, First Vice President of the Federal Re-
® Bank of Boston, reading as follows:

- "Reference is made to your letter of February 18, 1946,
bmlPting the request of the Harvard Trust Company,
oambrldge, Massachusetts, for approval of the establishment
SetisbPaHCh at Waverley in the Town of Belmont, Massachu-
apn "In view of your recommendation, the Board of Governors
a;rOVes the establishment and operation of a branch at
cverley in the Town of Belmont, Massachusetts, by the
gVard Trust Company, Cambridge, Massachusetts, with the
derstanding that Counsel for the Reserve Bank will review
eet Sa?isfy himself as to the legality of all steps taken to
ablish the branch."

Approved unanimously.
: Letter to"The Trust Company of New Jersey," Jersey City, New
"oy, reading as follows:
"The Board is glad to learn that you have completed
ship Trangements for the admission of your bank to member-

o i? the Federal Reserve System and takes pleasure in
shipsmltting herewith a formal certificate of your member-

all o

"It will be appreciated if you will acknowledge re-

S
®1pt of this certificate.”

Approved unanimously.

" Letter to the board of directors of the "Commercial State Bank
El Campo
Ulem

Soay

>" E1 Campo, Texas, stating that, subject to conditions of
*Ship numbered 1 to 3 contained in the Board's Regulation H, the
%ehjppPOVes the bank's application for membership in the Federal

) ® System and for the appropriate amount of stock in the Federal

Qse
Tve
Bank of Dallas.

Approved unanimously, for trans-
mission through the Federal Reserve
Bank of Dallas.
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Letter to the board of directors of "The San Benito Bank &
Trust, CQmpany," San Benito, Texas, stating that, subject to conditions
: m'emberShip numbered 1 to 6 contained in the Board's Regulation H,
" Boarq approves the Bank's application for membership in the Fed-
o ResePVe System and for the appropriate amount of stock in the

dep.
al Reserve Bank of Dallas. The letter also contained the follow-

€ special comment:

Whi FIL appears that the bank possesses certain powers

c¢h are not, being exercised and which are not necessarily
ed in the conduct of a banking and trust business,
Seq S the power to guarantee bonds, mortgages and other
barp Lvies. Attention is invited to the fact that if the
at des}res to exercise any powers not actually exercised
4 © time of admission to membership, it will be neces-
thzy uﬂd?r condition of membership numbered 1 to obtain

Permission of the Board of Governors before exercising

In this connection the Board understands that there

€en no change in the scope of the corporate powers

o ised by the bank since the date of its application
r membership. "

Tequir
Such g

hem,
a8
SXere

Approved unanimously for trans-
mission through the Federal Reserve
Bank of Dallas.

" Letter to Mr. H. R. DeMoss, Vice President of the Federal Re-
Tve

k of Dallas, reading as follows:
Youp "In accordance with the recommendation contained in
eXte Stter of February 25, 1946, the Board of Governors
oouds to April 15, 1946, the time within which the

Fy
TSt State Bank of Corpus Christi, Corpus Christi, Texas,
dccomplish membership."

Approved unanimously.
ot g Telegram to Mr. Clerk, President of the Federal Reserve Bank

I"““’IC!J'.sco, stating, that subject to conditions of membership

52
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hy
bereq 1, 2, and 3, contained in the Board's Regulation H, the Board

Ppr
oVes the application of the "Citizens Independent Bank," Longview,

Was s
hlngt°n, for membership in the Federal Reserve System and for the

¥ppr

Priate amount of stock in the Federal Reserve Bank of San Francisco.
The

t

®legran requested that the Federal Reserve Bank advise the ap-
Pl

*nt bank of the Board's approval of the application and conditions

ul :
g 'emberShlp prescribed, together with necessary instructions as to
h

ce Procedure for accomplishing membership, and stated that a letter
t?t:ining detailed advice regarding such approval would be forwarded
® &pplicant bank through the Reserve Bank.
Approved unanimously.
o Letter to Mr. Woolley, Vice President and Cashier of the Federal
Ve Bank of Kansas City, reading as follows:

that TWG understand from your letter of February 18, 1946,

of thlt was your practice, when authorized by the Secretary

g € Treasury to issue a license to a bank approved for
ceership, to advise the Secretary by wire when the

i Nse was issued and the bank admitted to membership.

Wireassu?e that the Secretary of the Treasury still wishes

leq advice when a bank is admitted to membership and

of tESed under the general license issued by the Secretary

Sta € Treasury on December 31, 1945, applying to 'all

o ® banks hereafter admitted to membership in the Federal
®rve System!.

tary "It is understood that the wire advice to the Secre-

by hof the Treasury, to which you refer, was never required

the Fe Secretary but was furmished by most, if not all, of

th ede?al Reserve Banks to indicate the action taken under

DinipeC1fic authorization in each instance. In the Board's

eeeSO?, the issuance of the general license removes the

ire 81ty for advising the Secretary of the Treasury by

Stay. T letter as to the effective date of admission of a

® bank to membership.”

0
n

Approved unanimously.
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Telegram to Mr. Volberg, Vice President of the Federal Reserve

Ben

of San Francisco, reading as follows:

"Relet February 21. In view your recommendation Board
#PpProves establishment and operation of a branch in San
arlos, California, by American Trust Company, San Francisco,
1fornia, with understanding that counsel for the Reserve
ot K will review and satisfy himself as to legality of all
®Ps taken to establish the branch.™

Approved unanimously.

Letter to ur. George D. Frye, Long Beach, California, reading
3y f°110ws:

"This is in reply to your letter of February 6, 1946,

™ming the recent changes in the Board's regulations

8 to do with margin requirements.

lett "The Board appreciates the problem set forth in your

nun, er because it has been brought to its attention on
®rous other occasions. When Regulation T, 'Extension
Maintenance of Credit by Brokers, Dealers, and Members

9 ational Securities Exchanges', was amended in July

: 25> the Board established the requirement for the first

mAre.that the proceeds of sales of securities in an under-

incglned account shall be used to the extent necessary to

t oreaSe the margin to the minimum required by the regula-

infg' At the same time, as a part of the overall anti-

50 ation program, the required margin was increased from

& .pe? cent to 75 per cent, with the result that many

Ne Stlng.accounts were undermargined and subject to the

Pre Tequirement. The purpose of this regquirement was to
Vent credit already obtained from being used to make new

& tmer}ts which could not be made by a person opening a

actim?rgln account. This operated to restrain speculative
Vity and put the holders of old accounts, so far as new

ases were concerned, on the same basis as new customers.

iney "When action was taken by the Board in January 1946 to

quire&Se margins from 75 per cent to 100 per cent, the re-

Howeement was made applicable to accounts such as yours.

Not Ver, the requirement is not retroactive in that it does

€ necessary the liquidation of securities for the

of supplying the higher margin but permits the ac-

O be carried on the basis on which it was contracted.

Conce

purDose
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"It is only when securities are withdrawn or other securities
are substituted in the account that the requirement applies.
Y is felt that for the regulation to provide otherwise in
€ present circumstances would be inconsistent with the
PUrpose of discouraging the use of borrowed money for stock
Market operations at a time of inflationary danger. To allow
Wthdrawals and substitutions in an undermargined account
¥ould permit borrowed funds to be used again and again with-
%W changing the status of the account.
N "The fact that the requirement was in Regulation T when
he 75 per cent margin became effective and that there was
Vide discussion in the public press at that time and sub-
®quent thereto with respect to the probability that the
&rd would act to increase the margins prescribed in the
8ulation apparently was not brought to your attention at
€ time you purchased the securities. However, the Board
1§s given consideration to possible solutions which would re-
eVe the situation set forth in your letter but has come to
€ conclusion that no practicable action could be taken which

:2“ld be consistent with the present objectives of the regula-
on,n

re

Approved unanimously.
Letter to Honorable J. Howard McGrath, Solicitor General of the
*pa
Timent, op Justice, Washington, D. C., reading as follows:

"Re: Agnew and Fayerweather vs. Board of Governors

—~0f the Federal Reserve System, et al., No. 9102

"On February 13, 1946, the United States Court of Ap-

i;als for the District of Columbia rendered its opinion in

ine above-entitled case. The Court (Justice Edgerton dissent-

g) decided that the Board, in removing appellants as direc-

i g g f The Paterson National Bank, Paterson, New Jersey, had

tioterpreted section 32 of the Banking Act of 1933. Par-

Dilﬁlarly, the Court held that appellants! employer, Eastmgn,
on & Co., was not 'primarily engaged' in the underwriting

?sinESS, within the meaning of those words as used in sec-
2.

tOrs o

"The construction placed upon those words by the majority
By the Court of Appeals is not only inconsistent with the
bu:rdfs interpretation, uniformly applied for over ten years,
nuli'ln the opinion of the Board, its practical effect is to
by, 1fy section 32, which is a vital segment of the Federal
he regulatory scheme provided in the Banking Act ?f 1933,
ton Boarqg feels that the dissenting opinion of Jus?lce Edger-
to (L Xrectly interprets the statute and thereby gives effect

¢ true Congressional intent.
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i1 "Also involved in the case is an important jurisdic-
cional question. The Board's authority to make the
al}enged order is conferred upon it by section 30 of the
1ng Act of 1933. No express provision for any right of
s:dicial review of section 30 orders is contained in the
Onit“te- That none should be implied may be inferred not
" ¥ f?om the procedural requirement of the section, which
SCessitates a preliminary finding by the Comptroller of
© Currency or the Federal Reserve Agent as a condition
Precedent to a hearing and decision by the Boerd, but
Particularly from the express language of the section,
% ch prohibits the disclosure of such orders or findings
opg? Whl?h they are based to anyone 'except the director or
othlce? involved and the directors of the bank involved,
g ®rwise than in connection with proceedings for violation
in ?is §ection'. It is, of course, obvious that any public
WE%;lry into the reasons underlying such orders might very
Critically affect the banks involved. The Court of
cgseals has now ruled that such orders are reviewable in the
t azts'- It is, therefore, of utmost importance to the Board
£i this point, now raised for the first time, should be
Nally decided by the Supreme Court.
Wy "In view of these considerations, and the others pressed
Upon Jyou py Governor Ransom and Mr. Townsend when they called
You you in respect to this matter, the Poard requests that
Petition the Supreme Court of the United States to grant
A t of certiorari to review the decision of the Court of
PPeals in this case."

Approved unanimously.

Letter to the Banco de Mexico, S. A., Mexico, D. F. Mexico, read-

g
as follOWs x

eney "Heceipt is acknowledged of your letter of February 19
WhicESing a copy of your previous letter to us of December 17
We have no record of having received. We regret the ac-
that seems to have prevented a prompt reply to your in-
felzy’.for we fear that it may have made you suppose that we
bany little interest in the plan for a conference of central
Pro eXperts. We wish to assure you that our interest in this
amiect has continued unabated ever since Mr. Urquidi and Mr.
1ngt0nd first discussed it during Mr. Urquidi's visit to Wash-

Cldent

5 °n in August 1944. Because of this interest, we regret to
unt?? that you have found it necessary to postpone the meeting

Next July, though we can readily understand how the




3
/5/46 e

"Pressure of other matters, as you say, mskes postponement
Wavoidable.
. "During the past few years we have repeatedly had oc-
Casion to make our facilities available to representatives
°f Latin American central banks for study with us, as in the
gase of Mr. Ortiz Mena and Mr. Pratt, and, on request, to
end Dr. Triffin and other represenmtatives to work with the
‘entral banking and monetary authorities of countries in-
aerested in the revision or reorganization of their monetary
und Central banking system. These experiences have impressed
c§°n us the practical need of closer intercourse among the
sontra% banks of the Americas in general. Every country has
5 Mething that others can learn of to their advaentage, and
®lghboring countries can profit grestly from one another.
€ believe that the project which your Bank has in mind would
n:rnlsh the best possible means of developing the contacts
Cessary for greater mutual helpfulness.
Wap ?In taking this occasion to renew the expression of our
ream.lnterest in your project and to renew our offer of
abldlness to cooperate in any way we can, we think it desir-
€ to repeat our conviction that, as you yourselves say,
cai work of the conference should be confined to the techni-
wit level and should be carried forward without publicity and
hout official status. It should aim at an informal inter-
€€ of ideas that will be directly useful in the operation
he central banks concerned.
o "We shall await with interest further informetion from
@s to the progress of your plans."

Oft

Approved unanimously.

Memorandum dated February 5, 1946, from Mr. Smead recommending

Ppp
ov.
3l of the following letter to the Presidents of all the Federal

ese
e Banks:

"In order to clarify and widen somewhat the scope of
{ne in which Federal Reserve Banks may waive penalties
asurred by member banks for deficient reserves, the Board
CQt.pl‘ﬁscribed the attached revised rules for uniform appli-
olOn by each Federal Reserve Bank. These rules supersede
Aprii contained in the Board's communications X-7411 of
Oct 14, 1933, S5-48 of November 19, 1937, and S-874 of
ober 5, 1915.

The
Tules referr

eses

ed to in the above letter read as follows:
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"RULES FOR UNIFORM APPLICATION BY FEDERAL RESERVE BANKS
IN WAIVING PENALTIES FOR DEFICIENCIES IN RESERVES
OF MEMBER BANKS

£ "Penalties may be assessed or not, in the discretion of
he Federal Reserve Bank, in the following cases:

"A., When the penalty incurred by a member bank in a re-
Serve computation period is not in excess of $2.00.
s "B. When a member bank is deficient in its reserves
Uring the reserve computation period within which it became
& member,

5 "C. When a member bank is deficient in reserves during
Teserve computation period ending on a Sunday or a holiday,
© the extent that the deficiency results from a change in de-
9031?8 on the last business day of the period and an accompany-
g increase in required reserves on such Sunday or holiday
d is offset by excess reserves during the immediately fol-

owing reserve computation period.

"D. When, for the first time within two years, a member
wggk_has a deficiency in its reserves which does not come
doehln any one of the above three classes, and such deficiency

S not exceed two per cent of its required reserves.
e "E-. When, before the assessment of a penalty for a de-
e le&cy in the reserves of a member bank, it is placed in
¢eivership or liquidation.
"In all cases other than those described above, penalties
Shal] ed by a member bank for deficiencies in its reserves
Rege be assessed unless the Board of Governors of the Federal
the I'Ve System, after a review of the facts of the case and
Tecommendation of the Federal Reserve Bank, authorizes the
ral Reserve Bank not to make the assessment.”

eury

ede

Approved unanimously, together with a
further suggestion contained in Mr. Smead's
memorandum that the Division of Examinations
be asked to have its examiner in charge in-
clude in reports of examination of Federal Re-
serve Banks a brief report and comment on each
waiver of a penalty under the provisions of
pParagraph D of the revised rules.

By Telegram to Mr. Pollard Turmsn, General Counsel of the Federal

e
Bank of Atlanta, reading as follows:

Poiy, "Referring to your letter of March 2, Vest has made ap-
B, thent, to see Colonel Craven or, in his absence, Mr. A.
ham, of Federal Public Housing Authority, at 10 A.M.,
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"¥0nday, March 11, for discussion of acquisition of Jackson-

Ville leases at future date. Board understands that you

1] also probably discuss purchase price of leases, includ-

g fact that any savings effected are to be shared with

Present owners of property. Vest expects to accompany you,
Possible, in accordance with your request.”

Approved unanimously.
Letter to Mr. P. L. Goldsborough, Director of the Federal De-
Posi
Insurance Corporation, reading as follows:

"In accordance with the request contained in your let-

f February 21, 1946, the Board of Governors of the

®deral Reserve System hereby grants written consent,

Pursuant, to the provisions of subsection (k)(2) of Section

% of the Federal Reserve Act, for examiners for the Fed-

ofal Deposit Insurance Corporation to make an examination

i the_Alpena Savings Bank, Alpena, Michigan, in connec-

afzn With its application for continuztion of insurance

Sy ®r withdrawal from membership in the Federal Reserve

stem,

"There are no unfulfilled conditions nor incomplete

ect'Ctive programs with respect to the member bank in con-

o5 lon with which the Board would suggest incorporation of
tions for continuing its status as an insured bank."

ter o

Corre

Approved unanimously.

Thereupon the meeting adJogfgisr;;>
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