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Minutes of actions taken by the Board of Governors of the
Peqe
Ty
1 Reserve System on Tuesday, August 3, 1948. The Board met
e
Boarg Room at 10:30 a.m.

PRESENT: Mr. McCabe, Chairman
Mr. Szymczak

Mr. Draper
Mr. Evans
Mr. Vardaman
Mr. Clayton

Mr. Carpenter, Secretary

Mr. Sharman, Assistant Secretary

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr., Vest, General Counsel

Mr. Leonard, Director of the Division of
Examinations

Reference was made to a memorandum prepared by Mr. Leonard
dep
d
ate or July 13, 1948, recommending that the following letter

® seng
b to the Reserve Banks. The memorandum and draft of letter
ag be
e "
. Circulated to all members of the Board before this meeting:

frequ;The established policy for many years as to the
le ney of examination of State member banks is that
bk ast one regular examination of each State member
S including its trust department, be made during
of hcal§ndar year by examiners for the Reserve Bank
Sider:ddlst?ict, with additional examinations if con-
anks, desirable. During the war years the Reserve
were gdvised that if, because of shortage of
pragiver or for any other reason, it should be im-
icable to continue the policy of examining each
expeitmem'ber bank at least once a year, it would be
thoge ed that examinations would be deferred only in
ang unCases where the banks were in good condition
"der capable management.
1&rgelEven during the war years the schedules were
Heaio Y maintained and in its Annual Reports the
stated that the programs of examination in
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'&ccordance with the established policy had been sub-
stantially completed.

bary. The Tecords show that in 1945 25 State member
®0ks in 3 digtricts were not examined during the
“alendar yeqr ; in 1946 the number not examined during
the year fell to 12 located in U4 districts; in 1947
the number increased to 32 located in 5 districts.
These figures are after exclusion of a few banks ex-
AMined twice quring a calendar year when a second
el.tamination made as of December 30 or 31 was con-~
Sldered, for gehedule purposes, as an examination

Jade during the following calendar year.

"The Board hopes that during the current year,

3 in futyre years, the Reserve Banks will be able

© Meet their gchedules under the established policy
"thout exception.

"In some cases the failure to examine all State
Smber banks during the year has been due to the fact
ehat 8 State Banking Department wished to join in the
rxaminatiOns but was unable to meet the schedule and

Squesteq that the examinations be deferred until a
®r date when the State examiners could participate.
tp. - The Board fully appreciates the desirability of
be €serve Banks maintaining close and cordial rela-
o0 with the State Banking Departments and of work-
eng in cooperation with them. The Board suggests, ?ow—
V?r’ that if a Reserve Bank be faced with such a situ-
Stion 14 endeavor to work out with the State Banking
“Partment satisfactory arrangements whereby the sched-
°S may pe completed through either joint examinations
Ddependent examinations. If, in any such situation
W U feel that it would be inadvisable to endeavorato
a T8 out gycn arrangements, please let the Board know
© the circumstances.

"In other cases failure to complete the schedule

38 been que to the numerical inadequacy of the examin-
ex Staff of the Reserve Bank or to the assignme?t of
ti&miners to special assignments other than examina-

°08. The Board hopes that it will not be necessary
> defer examinations for these reasons and that, i?
b ® staff ig inadequate in size, the Reserve Bank will
SUccessfyl in building it up with competent and
Walifieq examiners. If the difficulties are due to

® temporary assignment of examiners to other work,

or

SER
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ne
t;: 1s hoped that arrangsments can be made, perhaps
Pk Ough the borrowing of examiners from another Re-
me;;e Bank, to permit the examination of all State
eﬁ banks during a calendar year.
to Of course, if, despite all reasonable efforts
& Complete s schedule, it is necessary to defer some
e;I:mations, it is assumed that the only examinations
o red will be of banks in good condition and under
Dab%e management.
' It will be appreciated if you will advise the
the - as to the prospects at this time for completing
o chedule of examinations this year. It will also
tim:PPreCiated if you will keep the Board advised from
" to time of developments which indicate inability
eng. @lete the schedule of examinations during a cal-
ar year. "

Boa_rd

Mr. Vardaman stated that he had suggested that such a let-

ter
be
88Nt because he felt that the annual examination of each

membe
B
" Pank was very important and that shortages of help and in-
by
it
Y of State banking departments to schedule joint examina-
ons Wi 7
1thin 4 calendar year should not be permitted to cause the

(\
Serve Bank ’ : ”
8t 8 to fall behind in the schedule of examinations of
at

S
fember bankg,

Mr, Leonara amplified the comments in his memorandum,

Mating £
hat at San Francisco unusual demands for the help of ex-

iy,

8rg s

D =a Comnection with the Clayton Act proceeding against
T

v S&merica had been a contributing factor, and that in the New

mamwand Chicago districts the schedules for examination of State

o T bankg in New Jersey and Indiana, respectively, had not been
"9 $0 the fact that the banking departments of those States

SER
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de&h@d %o participate in the examinations but were unable to do
:Oduring the year and requested that they be deferred and made
;Eing the early part of the following year. Mr. Leonard added
SMt'mm Schedule calling for annual examinations had been much
seumr Maintained by the Federal Reserve System in the case of
:atenwmber banks than by the Federal Deposit Insurance Corpo-
;Tdon In the cage of nonmember insured banks, and that it was
" dheag op the performance of the Comptroller of the Currency
Tespect; 4 national banks.
Upon motion by Mr. Vardaman,

Unanimous approval was given to

the foregoing letter to be sent

to the Presidents of all Federal

Reserve Banks.
g There yag presented a draft of letter for Chairman McCabe's
meoizze to Mr, A, P. Giannini, Founder-Chairman of Transamerica
IMme lon, ggn Francisco, prepared in response to Mr. Giannini's
stitu::f July 23, 1948, questioning the Board's authority to in-
Mm_askia PrOceeding against Transamerica under the Clayton Act
of %8 that an opinion be obtained from the Attorney General

U
Ty, Mted States. The draft had been circulated among the

ers
oy °f the Board before this meeting and stated that the Board
8 satisfied

g that the Clayton Act authorized the Board to insti-
e

a
pr°ceeding under the circumstances involved in the Trans-

&mer

lcq

t S1tuation and that it did not appear necessary to submit
&

Ratte
T to the Attorney General.

SER
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: Mr. Vest stated that the legal question involved was wheth-
rr’Under the applicable provisions of the Clayton Act, the Board,
a&mmr than the Federal Trade Commission, had authority to bring the
¢
L 882inst Transamerica Corporation which is not a bank.
: This point was discussed and Chairman McCabe raised the
Ugs:ion Wwhether the Board should authorize Mr. Vest to discuss
. aft of letter informally with Attorney General Clark before
11ng it, stating that inasmuch as the Attorney General was men-

tg
Negq i
O Mr. Giannini's letter it might be desirable to give the

De
Party,
e
3 ot of Justice a chance to make suggestions concerning the
0&1'(1 1

S Teply,
Meg There was a difference of opinion with respect to Chairman
&bevs
i Suggestion, some of the members feeling that the matter
ouy
el
o ot be taken up with the Attorney General and that he should

€ ag
A Vised of the matter or not until after the reply had been
0t Wh
€n
toh Copies of the incoming and outgoing letters might be sent
in
for his information.

Mr. Vest stated that he had talked with Mr. Townsend, As-

8o
Ci&te COun
(] Sel, by telephone concerning the letter from Mr.

nj
»that Mr. oymsena agreed that a short reply should be

Naqe &

0
U8 the lines of the proposed letter, but that the question

W
ot
Ber e . ;
Ply should be taken up with the Attorney General's

SER
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Office gy
€lther before or after it was mailed had not been discussed.

R |

St added that he would prefer not to take the matter up with
the A

g

tOrney General's office either before or after mailing the

rePly
but that ¢ it were to be done at all he felt it should be
d

smm Defore the reply had been sent. He also said that Mr. Town-
" hag been in touch with Mr. Holmes Baldridge of the Anti-Trust

Mfision °f the Attorney General's office and that it would be pos-
M to discuss the matter informally with Mr. Baldridge.

Following a further discussion of
the matter, Mr. Szymczak moved that the
draft of letter be read by Mr. Vest over
the telephone to Mr. Townsend and that,
1f Mr. Townsend agreed, a copy be handed
by Mr. Vest to Mr. Baldridge with the
Statement that the Board wanted to keep
the Attorney General informed and that it
intended to send the letter to Transamerica
Corporation.

I ; ’ ;
. U a discussion of Mr. Szymczak's motion, Messrs. Vardaman

0lq
" Vton stated that they felt stronmgly that the letter should
Q

€ s
meitted to the Attorney General's office even informally

2oy

€t

th he Board had made its reply to Mr. Giannini and that if
8

moti
& °L contemplated such procedure they would have to vote
“lngg 4
& M, Carpenter stated that Mr. Eccles was appearing be-
L th
e
B&nking and Currency Committee of the House of Rep-

I‘es
&y
at
ives tnig morning and, therefore, could not be present at

SER
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wis Ueting, but that he had asked that, if any matter arose in
hiﬂlthere was a difference of opinion, action with respect to it
; deferred fof a meeting at which he could be present.

q In response to an inquiry from Chairman McCabe, Mr. Vest
&

tterated that he would prefer not to submit the letter to the
Yorney General's office but that if it were decided to furnish

] cop
Y ot
b O that office he felt it should be done before the letter
aq be
e .
; U mailed, (Chairman McCabe then said that in view of Mr.
est 1

§ f
®€ling he felt the question of submitting the letter to

the
Attg
B Tey General should be left for the decision of the Legal
Visio
n,

Mr. Szymczak aemended his motion to
Provide that the draft of reply be read
by Mr. Vest to Mr. Townsend over the tele-
Phone, that if Messrs. Vest and Townsend
felt that the matter should not be taken
Up with the Department of Justice at all
Or that copies of the incoming letter and
the Board's reply should be sent to the
Department of Justice only after the reply
had been mailed the procedure recommended
by them be followed and the reply in sub-
Stantially the form presented at this meet-
ing be mailed, but that if they should decide
that the Department of Justice should be in-
formed before the reply was sent the matter
Would be considered by the Board again before
any action was taken.

Mr. Szymczak's motion was put by the
Chair and carried unanimously with the under-
standing that the Secretary would inform Mr.
Eceles of the action and if he agreed the pro-
cedure contemplated by the action would be
carried out.

SER
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§?Cretarz's Note: TFollowing the meeting Mr.
Carpenter reported the action of the Board to
Mr. Eccles who stated that he approved the ac-
tion. Mr. Vest talked with Mr. Townsend who
approved the proposed reply to Mr. Giannini
in the form set forth below (which incorporated
& very minor change, suggested by Mr. Townsend,
in the graft of reply as presented at this meet-
ing). Mr. Townsend agreed with Mr. Vest that
the matter should not be taken up with the De-
Partment of Justice at this time with the under-
Standing that at some future time when Mr. Town-
Sénd is having lunch with Mr. Baldridge, as he
does from time to time, he would tell Mr. Bald-
ridge about the letter from Mr. Giannini and the
Boarg's reply. Upon receipt of this information
from Mr, Vest the reply was signed by Chairman
McCabe and mailed by the Secretary's office under
date of August 5, 1948:
T "This will acknowledge receipt of your letter of
Y 23, 1948, with regard to the complaint and notice
itted with the Board's letter of June 24, 1948,
BOard?nS&merica Corporation. Your letter has had th§
Bivep S careful attention and we appreciate your having
,Us the benefit of your views in this matter.
Batte, ¢ uestion of jurisdiction of the Board in this
to thr Yas, of course, very carefully considered prior
€ issuance of the complaint above referred to, and
fn 1;°%d is satisfied that the Clayton Act has vested
he Boarg authority to bring a proceeding of the kind
Voleusstion, not only where all of the institutions in-
d are banks but also where the facts are such as
folioappear to be in this instance. The procedure to be
W Wed in connection with such a proceeding is, as you
Sta,.’ PYovided in the statute. In view of these circum-
C®8, the Board does not believe that the matter pre-
S any question which should be referred to the At-
General for an opinion as you suggest."

trang
te Dsm

&y RefeI‘ence was then made to a memorandum from Mr. Vest dated
Bugt,
% 1948, transmitting a request from Mr. Edwards, Director

SER
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° .
! the Bureay or Industrial Economics of the Federal Trade Commis-

8
ion, that he be furnished a copy of the Board's complaint against

ﬁnsameriCa Corporation for his information and use in connection
8 hig duties as Chief Economist of the Commission. Mr. Vest

t .

e that he received a telephone call from Mr. Edwards asking

for

0Dy of the complaint, that he endeavored to avoid giving
him

® copy, but that Mr. Edwards felt strongly he should have it
o that he (Mr, Vest) could see no particular harm in giving him
Copy for his confidential use, especially since it was desirable
m&int&in good working relations with the Federal Trade Commis-
Sion' He added that the complaint had been discussed freely by
"iseng with attorneys of the Federal Trade Commission at
Vap
1°us times before it was issued.
¥r, Clayton said that he was not inclined to comply with
& Ed"a‘rd's request since no formal request had been received from
4 Federal Trade Commission or from any of its attorneys..
Mr. Vest suggested that he be authorized to inform Mr.

Edwa~Trls

that ip the Board received a formal request from the Fed-
Eral

: ade Commission for a copy of the complaint the Board would
&

1 4 furnish a copy to the Commission for its confidential
uSe

Mr. Vest's suggestion was ap-
Proved unanimously.

SER
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i Mr. Smeag entered the meeting at this point.
Before thig meeting there had been circulated among the
Tempg
rs
°f the Board a draft of letter to Mr. Earhart, President

® Federa) Reserve Bank of San Francisco, reading as follows:
1

ing t};This refers to your letter of July 13 request-
sPecifi Board's approval of final plans and outline
cat cations for the proposed building to house the

t%e Branch.
Hhig tlllt is understood that the architect estimates
2,200 € cost of the building will be approximately
g not:200, exclusive of the vault, the cost of which

. expected to exceed $450,000.
letterli view of the considerations outlined in your
Mocupy he Board will interpose no objection to the

) ng of firm bids for the construction of a build-
Vit ththe basis of proposed plans and specifications,
to the ; understanding that the bids will be submitted
Cong . Ogrd for approval before a contract for the
Bank.nHCtlon of the building is entered into by your

Mr, Vardaman raised the question whether, in the light of

atign,
Roy 8TY pressures in the building industry, the Board should

Qthop
&t 1z the San Francisco Bank to obtain construction bids
thig time

Th
i Snme ®Te was a discussion of the question, during which Mr.
| ad "
aig
| to that, in obtaining authority from Congress last year
| &Dpro

v
Hgn ¢ expenditures of not more than $10 million in construc-

o

T Fe
th deral Reserve branch buildings, the Board stated that

e
Caty
8 le ang Portland Branches of the Federal Reserve Bank of

r&nc
1sco presented urgent emergency situations, that it was
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hldiC&ted that construction of new quarters to house these branches

8

1 e Proceeq gg rapidly as possible, that there had been informal

;;ic&tions to the Board of Directors of the San Francisco Bank that
*Uate construction of the buildings would be approved when final

&nSw
3 ek completed, and that he felt it desirable to authorize the
Qnk

to
Proceed with construction as rapidly as possible.

Upon motion by Mr. Vardamen the
letter was approved unanimously.

Mr, Clayton referred to a memorandum dated July 30, 1948,

Drep
areq
tﬁn in the Legal Division, recommending approval, effective Sep-
ber
3
» 1948, of an amendment to Regulation H to eliminate standard

and 1
t1o
U of membership numbered three and the three standard trust

Co
1tig
" 08 of membership and to add a paragraph to footnote numbered
X o
Nce
: Ting the effect of the elimination of these conditions.
s&id th&t i 4
the
edep
al Reserve Banks, the Board stated that it was prepared

ts letter of June 11, 1948, to the Presidents of

0 ey
t
at he reguiation along the foregoing lines on some future
&
Whig
be h woulg permit the issuance of the amended regulation to
ehrong
2ed with the cancellation of certain conditions of mem-

eI‘Sh.
1p o
brg OW applicable to State member banks. He added that the
DOSQd
trgy 8mendment had been worked out in conjunction with the Fed-
eSe
v i Banks, that it had been approved unanimously by the
814

ent
S Of the Reserve Banks at their Conference on May 20, 1948,

SER
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ang
i fat the Preliminary work necessary to make the amendment ef-
v
€ September 1, 1948, had now been completed.

Thereupon, Mr. Vardaman moved
that the following amendment to
Regulation H be adopted:

1948 "Regulation H is amended effective September 1,
of o by striking out paragraph numbered 3 (condition
lineEMberShip numbered 3) of section 6(a), the catch
Note °f section 6(a), all of section 6(b), and foot-
. § numbered 10, 11, 12, 13, and 1lk4; by renumbering
to fzucceeding footnotes accordingly; and by adding
1 (o Otnote numbered 6 appended to paragraph numbered
ne:ndition of membership numbered 1) of section 6(a)
Paragraph reading as follows:
'For many years, the Board prescribed,
88 standard conditions of membership, a con-
dition which, in general, prohibited banks
from engaging as a business in the sale of
Teal estate loans to the public and certain
Conditions relating to the exercise of trust
Powers, including one which prohibited self-
dealing in the investment of trust funds. The
€limination of these conditions as standard con-
ditions of membership does not reflect any change
10 the Board's position as to the undesirability
Of the practices formerly prohibited by such con-
ditions; and attention is called to the fact that
®hgaging as a business in the sale of real estate
1 loans to the public or failing to conduct trust
buSiness in accordance with the applicable State
laws and sound principles of trust administration
t May constitute unsafe or unsound practices and
Violate condition numbered 1.'"

Mr..Vardaman's motion was put by the
Chair and carried unanimously.

In teking this action, unanimous ap-
Proval also was given to the following
Statement for publication in the Federal
Register:

SER
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"The notice, public participation, and deferred

ffective date described in section 4 of the Admin-
Strative Procedure Act are not followed in connec-

°n with this amendment for the reasons and good
‘8Use found as stated in section 2(e) of the Board's
®s of Procedure, and especially because in con-
tion with this amendment which relieves certain
estrictions such procedures are unnecessary as they
z:uld not aid the persons affected and would serve no

her useful purpose.”

lee

The meeting then recessed and reconvened at 3 p.m. with the
e
attend&nce as at the close of the morning session except that

.'mmmas: Director of the Division of Research and Statistics, was
a]

Mr, Vest stated that, as reported at the meeting of August 2,
he hB.
% Prepared a araft of bill which would bring nonmember banks

withi
1 the Scope of proposed legislation giving the Board increased

q
uthOrity b
b

reserve requirements, that he had given a copy of the
3

0 ¥ Mr, MCKenna, an attorney for the Senate Banking and Currency
Omm1ttee

mitt
e .
®) 814 that ne had also informed Mr. McKenna by telephone this

> for his assistance in preparing legislation for that Com-
that, the Boarg might wish to make some changes in the draft.
e
St went o to say that the draft as submitted to Mr. McKenna
1q
*d that changes in reserve requirements under the proposed

Q51,4
Ation should be uniform for all classes of banks, but that a

Wstion 1y

th been raised whether the legislation should authorize

¢ B
0 3
8 to increase requirements of banks in central reserve
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Citieg

=

> Or reserve cities, or non-reserve cities, or banks wherever
locatey

M During & discussion of the question raised by Mr. Vest,
AR, McCabe, Szymczak, Evans, and Clayton favored a flexible
rmwisi°n in the 1aw and Messrs. Draper and Vardaman favored the
"hton op tne provision as submitted to Mr. McKenna, Mr. Clayton
8

tateq that he had mentioned the point to Mr. Eccles who was tes-

tif

¥i

! "8 before the House Banking and Currency Committee this after-
00

n
’ 80d that the latter felt the proposed legislation should pro-
vide

t

s Same flexibility that was now provided in the law for
Chy,

es

in reserve requirements of member banks.

Following a discussion of questions

Taised during a review of the provisions
of the proposed bill, Mr. Vest was au-
thorized unanimously to revise the draft
Oof bill so that it would provide that au-
thOrity to increase reserve requirements
Could be exercised by the Board covering
lember and nonmember banks with the same
degree of flexibility that now applies to
Wember banks. In taking this action it
Was understood that the revised draft would
Provide (1) that when a bank was located in
the outlying districts of a central reserve
City or reserve city it could, upon obtain-
ing permission from the Board to do so,
Comply, when it so desired, with reserve re-
Quirements applicable to banks in reserve
Cities or to banks not in central reserve
Cities or reserve cities, instead of with
the requirements which would be otherwise
8pplicable to it, and (2) that the calcula-

ion of reserve requirements on demand de-

Posits would be based on gross demand de-
Posits,
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It was also understood that when the
bill had been changed in accordance with
this discussion Mr. Vest would submit a
Copy informally to Mr. McKenna for his
assistance in conmection with his work
88 an attorney for the Senate Banking
and Currency Committee.

At this point Messrs. Riefler, Smead, Thomas, Vest, and

LEO
Narqg
i Withdrew and the action stated with respect to each of the
&ttEr
8 )
hereinafter set forth was taken by the Board:

Minutes of actions taken by the Board of Governors of the
eder
al
ReserVS System on August 2, 1948, were approved unanimously.

Letter to the Chairmen of all Federal Reserve Banks reading

§
8 f°llows:

n
it WasIn 1939 a procedure was inaugurated under which
g YorEOntemplated that the Federal Reserve Banks of
Year e and Chicago would submit in March of each
by + eie salaries of the officers as formally fixed
Fedr directors for the year beginning April 1;
leve; €ral Reserve Banks of Boston, Philadelphia,
s&lari:nd’ and San Francisco would submit in April
ang thes of officers for the year beginning May 1;
o remaining Banks would submit in May salaries
kng icers for the year beginning June 1. As you
acti;n N was also contemplated that prior to formal
Qrieg ty the Reserve Bank directors on officers' sal-
the direhe subject would be discussed informally by
ernorctors, and by the Chairman with the Board of
is 1 S for the purpose of ascertaining its views.
sirableelieved that this procedure is mutually de-
y> and that it should be continued.
lack ap Occasion the Board has been handicapped by a
t sufficient time and adequate information for
TOPer consideration of officers' salaries, and

80 ; . ;
€ instances proposed adjustments in salaries

SER
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"
ngave been submitted informally to the Board of Gover-
TS before they have been considered by the directors
Of the Reserve Bank. It would be of great assistance
© the Boarq in reviewing officers' salaries in the
thiure if your directors would give consideration to
Sids Matter in sufficient time to permit informal con-
fration by them and by the Board of Governors of the
?iOPOSals contemplated well in advance of the time when
tiozould be necessary for your board to take formal ac-
0Py "To assist the Board of Governors in the review of
{npeorS' salaries, it is requested that the following
Subo?mation be furnished at the time the proposals are
Witted for consideration:
L. A list of all officers as of March 1, April 1,
Oor May 1, (depending on whether their salaries
become effective April 1, May 1, or June 1)
showing in the case of each officer (a) name;
(b) title; (c) departments supervised; (d) pres-
ent annual salary; and (e) annual salary for the
Year beginning on the first of the following
month as proposed by your board of directors
Subject to the approval of the Board of Gover-
nors,
In the case of each officer for whom an increase
in salary is proposed, a statement of changes
in his guties and responsibilities since his
last increase in salary and of any other factors
that have a material bearing on the proposed in-
Crease,
A copy of the current organization chart of the
" BGServe Bank including Branches, if any.
Pice Since the Board's approval of salary for a given of-
t10n S contingent upon his occupying a SPGCiflC pos%—
0 a, tis requested that whenever an officer is assigned
ey tnother position (change in title) his salary be fixed
" board of directors for the new position subject to
al oﬂppronl of the Board of Governors. The Board.would
Chan. PPTecigte receiving current advice of any major
8 ¢, ®S in the dquties of an officer which do not involve
aﬁge in either title or salary. ,
tep is letter supersedes and cancels the Board s"let-
°f September 6, 1941, (S-312, F.R.L.S. #9090.1).

3
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Approved unanimously.

f . Secretaty.
! ApprOVed.

‘~\\~\\_\‘_______:;§§. (—4LALL.(:f5;iL¢Lc¢_./ =

% Chairman.
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