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4 Meeting of the Board of Governors of the Federal Reserve
Vstem :
"as held in Washington on Monday, May 13, 1946, at 11:00 a.m.

- PRESENT: My, Eccles, Chairman
Mr. Draper
Mr. Evans

Mr. Carpenter, Secretary

Mr. Hammond, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Paulger, Director, Division of
Examinations

Mr. Vest, General Counsel

Mr. Cagle, Assistant Director,
Division of Examinations

Mr. Townsend, Assistant General Counsel

A .
v S stated in the minutes of the meeting on May 8, 1946, Mr.
an
Aman
Was absent on official business.

M ¢
T+ Morril) stated that following the meeting of the Board on

g
46, at which consideration was given to official salaries at

® Feqe
ra
1 Reserve Bank of Boston, Mr. Leonard called Mr. Creighton,

ha

Aoty Of the Boston Bank, on the telephone and advised him of the
ak
: ® by the Board and that Mr. Creighton urged that the action

I‘es
Pect to the salary for Mr. Latham, Assistant Vice President, be

Te
eonsidered

The reason for Mr. Creighton's request was that Mr. Latham

a3
Pog

& g
N him at the pate of $8,000 per annum was entirely justified by

st promising officers in the Bank, that the salary pro-

wo rk t
hat, he was doing, that he had an offer of a position with one

Ofth
€ Bog
lhbed ton banks at a salary of $15,000 per annum, and that it was
<& that .
Wmud nasmuch as he was interested in the System as a career he
b

® Wilas
wllllng to stay with the Reserve Bank if the increase were
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P Foll°wing a discussion of the guestion whether the Board or a
ederal
Reserve Bank would be justified in trying to retain a Federal

RGSe
TVe .
; Bank officer when he was offered a position on the outside at

Sala .
Ty °°nslderably higher than the Federal Reserve Bank should pay,

the
lemh

; °TS of the Board concurred in the opinion that in view of Mr.

Telght
on!

| N'S comments the Board would be justified in relying on his

udgmen Bt -

L

Sthey approving the salaries fixed by the directors for Mr.
a
d Assistant Cashier Gilbody.

Upon motion by Mr. Evans and by unani-
Mous vote, the Secretary was requested to
advise Mr., Creighton that the Board approved
salaries at the rates of $8,000 and $7,250
Per annum for Messrs. Latham and Gilbody,
Tespectively, for the period from May 1,
1946, to April 30, 1947.

B .
e ®fore thig meeting each member of the Board had been fur-
ed

a
it %oy of a telegram dated May 7, 1946, from Mr. Clerk in which

Sta
Ceiy e that the Federal Reserve Bank of San Francisco had re-
e

a]
QW% ®tter dateq April 30, 1946, from the Comptroller of the
a
Sking for a recommendation on the approval or disapproval

the ®stab] g
tgb

te

of
hment of a new national bank at Alhambra, California,

® kn
oW
o T as the Valley National Bank of Alhambra. The telegram
eq t,
- 0 the actions previously taken by the Board with respect

€ 3
Ppli s
rw‘p Plication of the First Trust and Savings Bank of Pasadena
ermi .
s
° 4, Slon to establish a branch at Alhambre and to the action

e
to

Om
9 ptroller of the Currency in authorizing the establishment
¢ B

of America National Trust and Savings Association

SER
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of ge
n
v V0 branches at Shermen Osks, California, San Gabriel, California,
d LOWe
i * Uba, California, and suggested that, if the policy stated by
e BOaI- s
4 in its letter of Februery 14, 1942, to Transamerica Corpora-

ton

With

" Tespect to acquisitions by Transamerica interests of addi-
Onal

b ing offices had been abandoned or modified as would seem to

&
dica
i ted by the approval of the three de novo branches referred to
Ve, th
i © Boarq might desire to reconsider the application still pend-
g€ of the s
® First Trust and Savings Bank of Pasadena to establish an

hay,
ra b .
b“& Tanch since the granting of the charter to the new national
Woulq .
e Tesult in the establishment of a new bank in Alhambra in the
Sdiate :
Proximity of the branch sought by the First Trust and Savings

Of Pasadena .

Mr,
the Cagle outlined the information available in the office of

Compy,
r
°ller of the Currency with respect to the sponsors of the new

n
ational ban
Q and there was a discussion of the reply to be mede to Mr.
Qk'svir
% e .
ChaiI‘Tnan E - ® o 5
the : ccles reviewed the special circumstances surrounding
ction

qen of the Comptroller of the Currency in authorizing the three
0

Vo by, ]
i &ches mentioned in ¥r. Clerk's wire and stated that that action
ot

of 4
eral bank supervisory agencies relating to further ac-

int
®nded to change or to constitute abandonment of the agreement

)
£ banking offices by Transamerica interests.




5
/13/16 ke

At the conclusion of the discussion,
it was agreed unanimously that the
staff should prepare, for consideration
by the Board, a draft of reply to Mr.
Clerk's wire along the lines suggested
during the meeting.
At this point Messrs. Hammond, Paulger, Vest, Cagle
"8 Tomsend withdrew from the meeting and the acticn stated
i Tespect to each of the matters hereinafter set forth
™8 then taken by the Board:
Memorandum dated May 7, 1946, from Mr. Thomas, Di-
TeCtor of the Division of Research and Statistics, recom-
mending that Urs, Mary Jane Roberts, an Economist in that
lvisim: be granted leave without pay for such time as may
be necessal'y within the period May 5 through June 1, 1946,
“Ming o illness. The memorandum also stated that Mrs.
Tobert s is a member of the Board retirement plan with death
:nefits and recommended that the Board authorize continua-
% of her death benefits for the period of leave of absence
"thoug Pay, with the understanding that she would make ap-
proPriate contributions therefor.
Approved unanimously.
Memorandum dated March 12, 1946, from Mr. Carpenter,
submit'ting a draft of entries for the policy record cover-

g a4
Ctions taken by the Board during the year 1945. The
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draft of record had been circulated among the members of
the Boarg and in a memorandum dated April 4, 1946, Mr.
Rans°m Suggested a change in the draft of entry relating
to the action taken at the meeting of the Board on Feb-
Tuary 2y 1945, with respect to the amendment of Regulations
T ang Uo M. Carpenter's memorandum recommended that, for
fle Teasons stated, the heads of all divisions of the Board's
Stagy be advised that hereafter, whenever an important mat-
ter of Policy was submitted to the Board for action it was

be aCcompanied by a memorandum from the Division submit-
g the Matter in which would be set forth the important
uestions involved and the reasons which the Board might
ilVe for taking the action as well as the reasons which might
t ® 8vanced for not taking it. If the proposed actlon were
hen taken by the Board the reasons would form the basis of
She policy record which would be prepared by the Secretary's

fie
e Promptly following the action.

The draft of the
record with the change pro-
posed by Mr. Ransom, and Mr.
Carpenter's recommendation,
were approved unanimously.
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Letter to Mr. Creighton, Chairman of the Federal Reserve Bank
of 3
°Ston, reading as follows:

ary t"The Board of Governors approves the payment of sal-
pery © Mr. Alfred C. Neal, Director of Research, for the
of $a L&Y 1, 1946, through April 30, 1947, at the rate

: 1’000 per annum, which is the rate fixed by the Board
Tectors as reported in your letter of May 6, 1946."

Approved unanimously.

: Letter t, Mr. Hilkert, Assistant Vice President of the Federal
eServe
Bank o Philadelphia, reading as follows:

Boap, d"if,n your letter of May 2, 1946, you request the

of Phu? approve a payment by the Federal Reserve Bank

I‘einsta:delphia to the Retirement System sufficient to

who e € the retirement rights of eight former employees

Pecey. € lost such rights because of misinformation they
ved from the Bank.

t eI}g is understood that the proposal has been approved

the Ret,etirement Committee and the Executive Committee of

in irement System and that the maximum amount involved
€ case will be approximately $225.

Proyeg ®Cause of the unusual circumstances, the Board ap-

°f the Rhe Payment to the Retirement System under Section 9

Wes and Regulations as submitted."

Approved unanimously.

Letter 4, the Chaj d Presidents of all of the Federal Re-
sehfe B e halnnen an resliaencts o a. (o] (=] eaer

S Prepared in accordance with the action taken at the meeting

0
¢ the Boap,

d on January 18, 1946, and reading as follows:

n
to theIrQl & letter dated January 16, 1945, (S-826), addressed
the B, hairmen and Presidents of the Federal Reserve Banks,

Td reviewed the basic considerations involved in deter-
19~tedg What, expenditures would be regarded as sufficiently re-
pr°p1'ia1o-, the conduct of the affairs of a Reserve Bank to be ap-
aDDrovale for the exercise of its discretion without advance
the b by the Board. In the memorandum attached to that letter
Coulq ard stated that it continued to be of the belief that it
°t authorize expenditures of Reserve Bank funds by way of
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|.'d°nati°n3 to further purposes, no matter how wor‘ohy2 which
ere not, directly related to the conduct of the affairs of

the Banks, Tt was further stated that this position applied

- Juch cases as contributions in response to appeals for

Metional anq community welfare and charitable funds.

om 5 Owever, several cases involving contributions to
LY projects have come to the attention of the.a Board
thieh have cayged the Board to feel that it was desirable .
o tempt o further clarification of its statement of policy.
e one instance, a Reserve Bank was solicit?d fox.' a
ontribution toward the cost of a park in a city in which a
mrancl} of the Reserve Bank was located to be dedicated as a
poordal to residents of the city who had served in the war.
le contribution would be at the rate of $40 for each em~
siOyee of the branch in the military service. It was ob-
re0u§, hOWever, that the branch of the Reserve Ba.mk would
grcelve No peculiar benefit, although the park might be of
ereat Use and benefit to the people of the ?ommunity gen—
oth y.. Moreover, it was observed, t,here_mlght.be m.lmerous
aecr Civic projects throughout the district which might be
4 upon similer considerations. The Reserve Bank, upon

that 4+, & the questions involved, came to the conc].usionh

Boap 1t vas not advisable to make the contribution and the
A of Governors concurred. ]

but; . ) @nother case, a Reserve Bank was gsked for a ?on}:rl—

conton © a fund being raised locally to finance a national

Whiczst’ or the best plan and design for a large memorial

Cove d been authorized by Congress. ’}‘he project would

Reser Several blocks of a blighted area in the city and the

Ovmewe_ ank was located one block from the:tt area. Property

Ute is n the vicinity of the area were being a.sked to contrib-

Cont, 9 the fyng, Banking institutions, in particular, w?re

lan diibuting, and the Reserve Bank, as a property owner and

Ment, °Td, felt that it also should particn?ate. The improve-

ang °f the area, it was felt, would benefn..t ?he emgloyees

Peo zthex.- occupants of the Reserve Bank building and the

o =" With whom they dealt. These benefits, however, would

Vicinity fferent from those accruing to others in the general
1]

In
a
Wfé:ﬁtributic’n to a fund for the construction of a hospital

Bugin, Wd serve principally the day-time employee?s in the
r'eDlaess area in which the Bank was located ar‘ld which would
Useq °¢ two other hospitals. One of the hosplt.als.had been
that, % the Reserve Bank for medical services for its employees
d not readily be performed by the Bank's medical de-

» Such as X-ray work, emergency services, and compensation

& third case, a request was made of a Reserve Bank for
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ngess and it was felt that the value of the hospital fa-
iti

S to the Bank's employees would be greatly enhanced
ma, € new building. Substantial contributions were being

howrs Y. Commercial banks in the general area served by the
ooPital. The proposed contribution, however, would not en-
Htle the g

< ank or its employees to any special benefits or
Privileges diffeierﬁt frorlr)x t:{mse that would be available to
o O0€ else. It was also understood that none of the Gov-
Timenta) agencies in the vicinity could make, or had made,
contribution. :
"The latter two cases especially presented difficult .
estiong in view of the discretion with respect to expendi-
Blz:res Yhich has been left to the Board and the Federal Reserve
thrlks Under the terms of the Federal Reserve Act and'the fact
°% the lay places the Federal Reserve Banks in a different
D,O.sit on from that of Governmental offices in the cities in
difg‘h Federal Reserve Banks and branches are located. This
frence ig recognized by the provisions of the Acf, which
whie Federa) Reserve Bank buildings subject to taxation and
evj_gh’ 8S stated in the Board's letter of January 16, 1945,
e < Ce an intention on the part of Congress that there should
ratjs_ome Toom for latitude on the part of the Banks as corpo—d
it ons in determining what is & reasonable and proper expend-
e in particular cases. The Board has also recognized the
hoffErence in approving expendituresby the Reserve Banks for
sI:’:]"t‘aliZation and surgical benefits for employees which are
mentavailable to employees in the field offices of the Govern-

Can "N°twithstanding these considerations, however, thf: Board
laty N €scape the conclusion that, because of the specizl re-
mento SNp between the Federal Reserve Banks and the Govern-
3d the Government's residual interest in the assets of
to v.rhedere‘l Reserve Banks, careful consideration I?ust be given
tion 2% should be regarded as 'necessary expenses' under Sec-
Poly 7 of the Federal Reserve Act, and that in determining the
loca&y © be followed in these matters, the limitations on
buty Governmental offices should be borne in mind. Contri-
Duppons of the types referred to above would be primarily for
Fedeoses of local community welfare, and local offices of the
The anl Government are not authorized to make such expenditures.
Purp, 8rd feels that contributions of this kind are not for a
the poo SO directly related to the conduct of the affairs of
83 1 Sdera) Reserve Banks as to justify their being regarded
be mzecessary expenses'! and accordingly that they should not
de by the Reserve Banks."
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Approved unanimously, toge‘.oher witl_l
the following letter to Mr. Davis, President
of the Federal Reserve Bank of St. Louis:

"You wil) recall that in a telephone conversation on
January 18, 1946, Mr. Morrill advised you that, in view of
e Special circumstances which you presented, the Board
Toulq Mot object to a contribution which you had.recomnended
gﬁnﬁl’ by the Federal Reserve Bank of St. Louis to the

to finance a contest for the best design for the Jef-
ferSon

Memori t the Board felt that it
shoulq €morial project, but tha

Lap o oond 2 letter to all of the Federal Reserve Banks
i TMifying tg position with respect to contributions of
this king

of t;The attached letter which stetes the general policy
e

Board in this connection is being sent to the Presi-
dents of a1l of the Federal Reserve Banks today. it is not
tended’ however, to affect the above-mentioned contribution
Y your Bank to the Memorial contest fund."

Letter ¢, Mr. Wiltse, Vice President of the Federal Reserve Bank

of Ney York

» reading as followss

a "This refers to your letter of April 30, 191;63, enclosing
cStter dated April 29, 1946, from Messrs. Hardin, Hess, &
Yory, .ounsel to Pan Americen Trust Company, New York, N:w
it . '®8arding the holding company affiliate situation sf
th Telates 1o that bank. It is noted that as the result o
hug,22Le by Banco de Mexico of its holdings of stock of Pan
therlcan Trust Company pursuant to the understanding between
the Boarg of Governors and Banco de Mexico as set forth in
npoard! s letter of August 22, 1945, to Banco de Mexico, a
thater of holding company affiliates may have been createi and
hoy gy, 2UnSel to Pan American Trust Company suggest that these
dng Company affilistes might be eliminated at this time
feans of 4 special election of directors. ]
Spe our letter requests the Board for its opinion whetpertim
W prel €lection of directors of the Trust Company 2t this fe
See iconstitute an election of directors within the mean;mg g
detepms 2(c)(1) of the Banking Act of 1933, as amended, and be
of 45, native of 'the number of shares voted for the.elt'action
df;r'ectors of #4¢(the) bank at the preceding election'.
the g;- 1S Not apparent from the information submitted that
Aire

Ctors elected at the annual stockholders' meeting on

3
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t‘}rlanary 16, 1946, are not now duly qualified to serve during
it Period for which they were elected. In these circumstances,

X ges not appear that there is any occasion for another meet-
such °§: th? purpose of electing directors and the effect of any
the b: ection would seem to be open to guestion. Moreover, on

3 thSls of your letter of April 30, 1946, and its enclosure,
ndey :hletter addressed to the Board by Banco de Mexico, S. A.,
£ i ¢ date of February 25, 1946, and its enclosure, a copy
timg h is attached, it does not appear that there is at this
eﬁst?nly holding company affiliate of Pan American Trust Company

Nay be g by virtue of ovmership of its shares. Whether there

OWeng h; holding company affiliste for reasons other than stock

P> we are not in a position to indicate any viewpoint."

Approved unanimously.

L
Stter to Mp. Sproul, President of the Federal Reserve Bank of

New York

* Teading as follows:

You s:Receipt is acknowledged of your letter of May 3 in which

to they that you plan to send both Mr. Roelse and Mr. Wallich

City conference of central bank representatives in Mexico i
* ,,ﬁhlch is the subject of our letter of April 30.

are € should have made clear in our original letter that

e somea?do‘.ls to 1limit the American representation lest there

Welght s eeling that we are endeavoring to carry too much

hag th 10 the conference as compared to other countries. Ve

the Bogught that a delegation of five, including three from

boyt tid and one each from New York and Dallas, would be

With thie appropriate size. We trust that you will agree

8 youp S Judgment and name either Mr. Roelse or Mr. Wallich

Tepresentative."

We

Approved unanimously.

Thereupon the meeting adjourned. /

Secretary.






