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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, June 19, 1947.

PRESENT: Mr. Eccles, Chairman
Mr. Draper
Mr. Evans
Mr. Vardaman
Mr. Clayton

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Morrill, Special Adviser
Mr. Thurston, Assistant to the Chairman

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on June 18, 1947/ were approved unanimously.

Memorandum dated June 12, 1947, from Mr. Leonard, Director

of the Division of Examinations, recommending that, effective as of

the date upon which he enters upon the performance of his duties

after having passed the usual physical examination, Jay W. Williams

be appointed as an Assistant Federal Reserve Examiner, with basic

11-lary at the rate of $2,644.80 per annum, and with official head-

at Washington, D. C.

By unanimous vote, Mr. Jay W. Williams
was appointed an examiner to examine Fed-
eral Reserve Banks, member banks of the
Federal Reserve System, and corporations
operating under the provisions of sections
25 and 25(a) of the Federal Reserve Act,
for all purposes of the Federal Reserve
Act and of all other acts of Congress per-
taining to examinations made by, for, or
under the direction of the Board of Gover-
nors of the Federal Reserve System, and
was designated as an Assistant Federal
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Reserve Examiner, with official headquarters
at Washington, D. C., and with basic salary
at the rate of $20644.80 per annum, all ef-
fective as of the date upon which he enters
upon the performance of his duties after
having passed the usual physical examination.

Memorandum dated June 18, 1947, from Mr. Bethea, Director of

the Division of Administrative Services, recommending the appointment

of is Ruth E. Jones as a cafeteria helper in that Division, on a

temporary basis for a period of two months, with basic salary at the

rate of $1,690 per annum, effective as of the date upon which she en-

ters upon the performance of her duties after having passed the usual

P4rsical examination. The memorandum also stated that it was not con-

teraPlated that Miss Jones would become a member of the Federal Reserve

retirement system because of the temporary nature of her employment.

Approved unanimously.

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

Richmond, reading as follows:

"In accordance with the request contained in your
letter of June 13, 1947, the Board approves the appoint-
ment of Veron J. Meador as an assistant examiner for the
Federal Reserve Bank of Richmond. If the appointment is
not made effective July 1, as planned, please advise us."

Approved unanimously.

Letter to Mr. Clark, First Vice President of the Federal Re-

serve Bank of Atlanta, reading as follows:

"In accordance with the request contained in your
letter of June 16, 1947, the Board of Governors approves
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"the payment of salary to Mr. J. L. Hardin as an As-
sistant Examiner at the rate of $4,500 per annum, ef-
fective April 1, 1947."

Approved unanimously.

Letter to Mr. Weigel, Assistant Vice President of the Fed-

Reserve Bank of St. Louis, reading as follows:

"The Board of Governors approves the changes in
the personnel classification plan of the Memphis Branch

involved in the consolidation of the Fiscal Agency, Col-

lection, and Safekeeping Departments into one unit to
be known as the Collection - Fiscal Agency - Safekeeping

Department, as submitted with your letter of June 12,

1947, which consist of the cancellation of twelve posi-

tions and the establishment of seven new positions."

943

Approved unanimously.

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

Of
San Francisco, reading as follows:

"The Board of Governors approves the payment of
salary to Mr. H. E. Hemmings, Assistant Manager, Salt
Lake City Branch, for the period July 1, 1947, through
April 30, 1948, at the rate of $6,300 per annum, which
ls the rate fixed by the Board of Directors as reported

aal your letter of June 11, 1947."

Approved unanimously.

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

Of Mtaneapolis, reading as follows:

"Reference is made to Vice President McConnell's
letter of May 28, 1947, submitting the application of
the Falcon Heights State Bank, St. Paul, Minnesota, for

membership in the Federal Reserve System.
"It appears that all of the factors which the Board

of Governors is required to consider under the provisions
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"of subsections (e)(2) and (g) of section 12B of the

Federal Reserve Act, in determining the acceptability
for membership of a noninsured State bank, may be sat-

isfactorily resolved in this case except that of ade-
quacy of the capital structure. In this connection,
it is noted that the organizers of the bank applied

for deposit insurance but the application was with-

drawn without official action having been taken there-
on as the organizers would not agree to provide a basic

capital of $100,0001 surplus $20,000, and undivided prof-

its $10,000 (total $130,000), which the Federal Deposit

Insurance Corporation regarded as the minimum required

to meet its established standards.
"It is noted that the favorable recommendation of

the Reserve Bank was based upon an investigation which

led to the conclusion that the bank can hardly expect
to be more than a small neighborhood bank and that the

present capital is adequate. Also, it is realized that
an estimate as to the amount of deposit liability an or-

ganizing bank may acquire in the course of three or more

Years can be no more than an opinion as to future devel-

opments. However, the estimate on which the requirement

of the Federal Deposit Insurance Corporation was based

took into consideration statements made by the organizers

when applying for a charter; was made after an investiga-

tion and consultation with the organizers, and does not

appear to be unreasonable.
"While responsibility of determining whether a non-

member State bank should be admitted to membership rests

With the Federal Reserve Bank and the Board of Governors,

and there is no intention or desire to escape such re-

sponsibility, nevertheless it has been the established

Policy for many years to consider the views of the FDIC

In connection with an application for membership. This

Policy was established in order that the FDIC, on the
one hand, and the Federal Reserve Banks and the Board

of Governors, on the other, each might supplement the

otherts efforts in the interests of a sound banking sys-
tem and that they should not be placed in a position of

appearing to work at cross purposes. This is particular-

ly important in the case of organizing noninsured banks

since in such cases admission to membership automatically

carries with it deposit insurance by the FDIC.
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"In the circumstances, the Board will defer action

Upon the application of the Falcon Heights State Bank

until a satisfactory agreement can be reached with re-

gard to the adequacy of capital. Please advise the ap-

plicant accordingly and suggest that the application be

Withdrawn if there is no probability that adequate cap-

ital is to be provided."

Approved unanimously.

Letter to Mr. Volberg, Vice President of the Federal Reserve

1143-k of San Francisco, reading as follows:

"In our telegram of June 5, 1947, we referred to a

letter dated May 22, 1947, addressed to your Bank by Mr.

Maurice James, Vice President and Trust Officer, The First

National Trust and Savings Bank of San Diego, San Diego,

California, which apparently had been mailed to us by mis-

take. Mr. James' letter and its enclosure are enclosed

herewith for your attention.
"Mr. James states that his bank occasionally makes

loans to the trustors of revocable living trusts secured
by assignments of their interests in the trusts. He in-

quires whether, when such a loan is made to the trustor

of a trust which holds participations in the common trust

fund operated by the bank, the bank acquires an interest

in such participations within the meaning of the follow-

ing provisions of section 17(a) of Regulation F:

'(2) A bank administering a Common Trust

Fund shall not invest any of its own funds in

such Common Trust Fund and if a bank, because

of a creditor relationship or any other reason,

acquires any interest in a participation in a

Common Trust Fund under its administration the

participation shall be withdrawn on the first

date on which such withdrawal can be effected

in accordance with the provisions of this sec-

tion;'
"The Board is of the opinion that a loan such as is

described by Mr. James may cause the bank to have an in-

terest in participations in the common trust fund, with-
in the meaning of Regulation F, even though there has been

no default on the loan.
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"The Board has heretofore expressed the opinion that
a plan for the operation of a common trust fund which con-

tained the following provision was not in conflict with

Regulation F:
'The Trust Company shall not be deemed to

have acquired an interest in a participation in

the common fund by reason of an advance to the

trust holding such participation (1) if the Trust

Company is not entitled to reimbursement out of

the principal of the participating trust, or (2)

if the advance is adequately secured by assets

of the participating trust other than the partici-

pation in the common fund.'
"The Board believes that the same principles apply to

loans of the character described by Mr. James; and that this
is as liberal an interpretation of the Regulation as can be

justified. Under the facts presented by Mr. James, it ap-

pears that the bank could resort to the principal of the

participating trusts to collect the loans. Accordingly,

in making such a loan, the bank acquires an interest in

Participations in the common trust fund, within the mean-

ing of the Regulation, unless the loan is adequately se-

cured by assets other than such participations.

"Please advise Mr. James in accordance with the fore-

going."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks read-

as follows:

"Our letter of April 10, 19471 S-9691 regarding the

revised Manual of Instructions Governing the Preparation

of Functional Expense Reports and Form F. R. 634, on which

such reports are to be submitted stated that beginning July
1 all salary figures, except for overtime, contained in cur-

rent and functional expense reports are to relate solely to

salaries accrued for the calendar month, and the setup on

Page one of Form F. R. 634 also makes it necessary that re-

ports on Form F. R. 96 and Form F. R. 634 shall be in agree-

ment as regards the accrual of these and other expenses month

by month and for the year as a whole.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



947

6/19/47 -7-

"Under the circumstances, the requirement on Page
28 of The Instructions Governing the Preparation of Earn-
ings and Expense Reports and Profit and Loss Statements
that total current expenses as reported on Form F. R. 96
shall be in agreement with total current expenses as re-
ported on the Bank's daily balance sheet, Form F. R. 34,
of course, must be rescinded. In lieu thereof please
furnish the Division of Bank Operations along with the
Form F. R. 96 reports for June and December adjusted re-
ports on Form F. R. 34 for the last day of June and De-
cember, respectively, which will be in agreement with
the reports on Form F. R. 96.

"One of the considerations that led to the above
decision was the fact that it would be impossible in
any case to determine the interest payment to the Treas-
ury on Federal Reserve notes outstanding not covered by
gold certificates during the last quarter of the year
in time to have such payment reflected in the December
31 balance sheet, Form F. R. 34) although it is essential
that the amount of such interest paid be included in the
disposition of net earnings for the year. If, as present
instructions provide, reports on Form F. R. 96 are to be
in agreement with reports on Form F. R. 634 it also, of
course, will be impossible to compute the amount, if any,
to be transferred to Surplus, Section 7, at the end of
the year, until all information essential to the prepara-
tion of the December reports on Forms F. R. 96 and F. R.
634 is available. Accordingly, it is contemplated that
Payment of interest to the Treasury on Federal Reserve
notes outstanding during the last quarter of the year
and transfers to Surplus, Section 7, will not be made
until the Bank is ready to submit its Forms F. R. 96 and
F. R. 634 for December. In the meantime, earnings, ex-
Penses, etc., of the preceding year will be reported a-
long with those of the current year until the books are
Closed, on a date to be fixed by the Board, which should
be prior to the 15th of January. The item on Form F. R.
34 'Dividends accrued since January 1' will be changed
to read 'Dividends accrued since closing of books'.

"In order that current expenses for July 1947 as re-
Ported on Forms F. R. 96 and F. R. 634 may be in agree-
ment and also on the same basis as corresponding reports
for subsequent months in 1947, it is requested that the
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report for June on Form F. R. 96 be on the new basis in
so far as expenses at the end of the month are concerned.
Accordingly, the first adjusted report on Form F. R. 34,
requested in paragraph 2 of this letter, should be fur-
nished as of June 30, 1947."

Approved unanimously.

Letter to the Presidents of all the Federal Reserve Banks

reading as follows:

"Item B, page 1, of the Board's Instructions Govern-
ing the Preparation of Earnings and Expense Reports and
Profit and Loss Statements by the Federal Reserve Banks
contains instructions regarding the accrual of earnings,
as follows:

'Earnings on Government securities and other
earning assets should be accrued at least as
of each Wednesday and the last day of each
month unless in nominal amounts, in which

case they may be credited when received.'

"It is believed that it would be desirable to have
the Federal Reserve Banks follow a uniform basis in mak-
ing accruals of earnings on all types of earning assets
and it is requested that beginning with July 1, 1947,
all Federal Reserve Banks accrue earnings in accordance
With the plan outlined below which was submitted to the

Federal Reserve Banks for comment in our letter of April

15) 1947. All Federal Reserve Banks have indicated that
it would be agreeable to them to adopt the procedure pro-

posed.
1. Calculate earnings on all types of earning

assets for each calendar day on the basis of hold-
ings of earning assets at opening of business on
such day or at close of business on the last pre-
ceding business day if the day in question is a

Sunday or a holiday.
2. Make entry of such accruals on books of the

Federal Reserve Bank, either daily or as of each

Wednesday, and on the last day of each month, pro-

vided that if the last day of the month is a Sun-
day, or a holiday, entries made on the last business
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day shall include accruals for any day or days

thereafter during the calendar month on which

the Federal Reserve Bank will be closed. For

example, should the 29th day of the month fall

on a Friday and the 30th and 31st on a holiday

and a Sunday, entries for accrual of earnings

on Friday the 29th would include one day's earn-

ings on the opening balance on that day, and two

days' earnings on the closing balance of the 29th.

3. If the first day of the month is not a busi-

ness day entries of accruals on the first business

day shall include accruals for the day or days prior

thereto within the calendar month on which the Fed-

eral Reserve Bank was closed. If entry of accruals

is not made daily the entry made on the first Wednes-

day in the month should include, of course, accruals

for any day or days prior thereto within that calen-

dar month.

4. In any calculation of average rates of earn-

ings on earning assets, use holdings as at beginning

of business rather than at close of business for each

day included in the period under consideration in com-

puting average daily holdings."

Approved unanimously.

Letter to Mr. Arthur H. Dean, Sullivan & Cromwell, 48 Wall

New York 5, New York, reading as follows:

"This refers to your letter of May 28, 1947 to Chair-

man Eccles with reference to the recently issued $10,000,000,

Principal amount, of Ten Year 31 per cent Sinking Fund Ex-

ternal Loan Bonds of the Kingdom of Norway. It is noted

that a duplicate of your letter was being sent to the Sec-

retary of the Treasury, the Comptroller of the Currency,

and to the Chairman of the Federal Deposit Insurance Corpo-

ration.
"The regulations relating to the purchase of invest-

ment securities by member banks are issued by the Comp-

troller of the Currency. Neither the Comptroller of the

Currency, the Board of Governors, nor the Federal Reserve

Banks have established an approved list of bonds which may
be purchased by State member banks.
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"Although examiners for the Reserve Banks use the
ratings of recognized investment services as aids in
reaching their conclusions regarding the classification
of bonds in reports of examination of State member banks,
the rating or the absence of a rating is not regarded as
a conclusive test, and the determination as to whether
the investment characteristics of an issue are distinctly
or predominantly speculative may involve the consideration
of various data available."

Approved unanimously.

Letter to the Comptroller of the Currency reading as follows:

"It is respectfully requested that you place an
order with the Bureau of Engraving and Printing for
Printing 20,180,000 sheets of Federal Reserve notes
of the 1934 Series during the fiscal year ending June
30, 1948, in the amounts and denominations stated for
the following Federal Reserve Banks:

"Denomi-
nations

Boston $ 5
10
20

New York 5
10
20

Philadelphia 5
10
20
50

Cleveland 5
10
50

Richmond 5
10
20
50
100

Atlanta 5
10
20
100

Number of
sheets Amount
50,000 $ 3,000,000

1,000,000 120,000,000
75,000 18,000,000
800,000 48,000,000

1,800,000 216,000,000
300,000 72,000,000

1,200,000 72,000,000
1,300,000 156,000,000
100,000 24,000,000
80,000 48,000,000

1,000,000 60,000,000
1,000,000 120,000,000

20,000 12,000,000
800,000 48,000,000
900,000 108,000,000
25,000 6,000,000
40,000 240000,000
70,000 84,000,000
350,000 21,000,000

1,150,000 138,000,000
25,000 6,000,000
50,000 60,000,000
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"Denomi- Number of
nations sheets 

Chicago $ 5
10 

1,100,000
3,450,000

20 250,000
100 20,000

St. Louis 5
10 

250,000
550,000

20 200,000
100 15,000

Minneapolis 5 100,000
10 
20 

150,000

50 
100,000

100 g,g(003()
Kansas City 10

50 

450,000
20 50,000

100 33-(5),0()gg
Dallas 10 500,000

50 10,000
100
10 

20,000
7Francisco 0 000

Total 5 5,650,000
10 13,000,000
20 
50 

1,125,000

r3:00(0100 

San

Lit

Approved unanimously.

Amount 
66,000,000

414,000,000
60,000,000
24,000,000
15,000,000
66,000,000
48,000,000
18,000,000
6,000,000
18,000,000
24,000,000
6,000,000
30,000,000
54,000,000
12,000,000
6,000,000

42,000,000
60,000,000
6,000,000
24,000,000
0 000 000

339,000,000
1,560,000,000
270,000,000
102,000,000
282,000,000"

Secretary.
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