‘ Minuteg of actions tsken by the Board of Governors of the
Feqe
Tg,
1 Reserve System on Tuesday, March 7, 1950. The Board
et i
U the Board Room at 10:30 a.m.

FRESENT: Mp. McCabe, Chairman
Mr. Eccles
Mr. Szymczak
Mr. Draper
Mr. Evans
Mr., Vardaman

Mr. Carpenter, Secretary

Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr. Morrill, Special Adviser

Mr. Thurston, Assistant to the Board

Mr. Riefler, Assistant to the Chairman

Mr. Leonard, Director, Division of
Bank Operations

Mr., Vest, General Counsel

Mr. Nelson, Director, Division of
Personnel Administration

Mr. Millard, Director, Division of
Examinations

Mr. Townsend, Solicitor to the Board

Mr. Young, Director, Division of
Research and Statistics

Mr. Solomon, Assistant General Counsel

Mr. Murff, Chief Field Examiner,
Division of Examinations

Mr. Hackley, assistant Counsel

Mr. Koch, Chief, Business Finance and
Capital Markets Section, Division
of Research and Statistics

Mr. Schmidt, Economist, Division of
Research and Statistics

Be

the " fore this meeting there had been sent to each member of
OQrd

! a Demorandum from Mr. Young dated March 3, 1950, giving

ackgrolmd
”leq Outline of the financing problem of small- and medium-
bus i
fess Concerns and the principal provisions of the O0'Mahoney

SER
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b1y (

-
. 5.2975) to provide for the establishment of corporations to
mﬁlitate the financing of such concerns.
. Chairmen McCabe stated that the purpose of this discussion
r:;:° bring tpe Board up to date on what was being done with

°t to Proposals for aiding smell business in anticipation of

Qre
Queg
t b that the Board testify at hearings in connection with
e

01
. Mah°n3y bill or other similar measures. In this connection
T, v

est
Teferred to requests received by the Board for reports

on
thig bily .
- 88 well as on bills introduced by Senator Lucas (S.294T)

Se
"ator Maybank (S.2943).
There followed a discussion of the possible need for financial

QSSis
tane
Moo ® %o small business concerns during which, at Chairman
Qbe 1
8
Tequest, M, Carpenter read a letter from William L. Day,

XQQHt
1Ve 4
Vice President, The Pennsylvania Company for Banking and

8, Phs
. th&: Biledelphia, dated February 17, 1950, regarding the experience

¥ bank +
oy 8ok in making term loans to small business during the first
h

of
- °Perations under a newly launched program. In addition to
g

Ty
the €ures of the number of interviews held and loans made,

ette
g T Stated that the bank felt there was a real need for wise
lnteyyy

parh&p

88Nt counsel for the small business concern and that

Sth
€ real requirement of the group was guidance rather than

SER
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\ In the course of the discussion it was suggested that the
e
eport % be prepared on the 0'Mahoney bill or other small business
Blslation include a statement with respect to the basic economic

em,
; § Involveq in financing smell business, including reference
0 the
'aX problem and to other matters having a bearing on the

Ngg
for
¢redit and the possible success of such enterprises.

Following the discussion it was
agreed unanimously that the staff should
Prepare a draft of statement along the
lines discussed at this meeting.

X A1 of the members of the staff, with the exception of
SSrs
Carpenter’ Sherman, Nelson, Millard, and Murff, withdrew

rgm t
h
® Meeting at this point,

M
the T+ Millard stated that at the time of the examination by
Bo

ard:'
a d's €Xaminers of the Federal Reserve Bank of Minneapolis
i Jenuary »

oty T, 1950, Chief Field Examiner Murff learned of
Vitie
S

By °f C. J. Larson, formerly assistant manager of the
Sng

r
by anch of that Bank, involving the misappropriation of funds

. L&r
“ul on from the Prescott Company which he served as bookkeeper
]

h&w
tre 88 also in the employ of the Helena Branch, as well as of

ary
Mo *1es by My, Larson at the Conrad National Bank, Kalispell,
a

b
%rv1 ? between September 1948 and January 1950 while he was

g ag
®Xecutive vice president and cashier of that bank.

My
* Millard then read portions of a memorandum which he had

SER
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Dry
eDared and sent to

1959

r :
e ' "Viewing in detail the activities of Mr. Larson and stating

Chairman McCabe under date of February 1k,

c rg:n °F about November 20, 1948, Mr. Towle, Vice President in
o
.y T the Helens Branch, met with Mr. Larson and the senior
b T Of the accounting firm handling the accounts of the
oot Company (a Towle family interest), at which time Mr.
) " mitteq that ne vae snort $6,600 as claimed by the accounting

ang
or B&reed to have a check for the full amount in the hands
t

e Pp
€scott Company by November 30, 1948, the closing date of
that

Oy
- Pany ' g fiscal year. Mr. Millard stated that, at Mr, Larson's
uest
t
N > the gatte,. was held confidential, those present agreeing
hig
by
™ b OCequre with the understanding that in case anyone made
ect

in,
Wiry op any member of the Prescott Company regarding the

m&tter &

T

U YUl stetements would be made concerning it. In dis-
%€ hy

the S @ssent to such an agreement, Mr. Towle explained to
e

Sayg, th:ner In charge of the Helena Branch examination, Mr. Millard
by t ¢ his "illingness to keep the incident secret was prompted
Yty consideraticns: (1) the misappropriation had no connection
deSIre . LarSOn.s activity at the Reserve Bank branch; (2) his

&skeq " & lesson; ang (3) since he (Mr, Towle) had never been
ilthoug ¢ detter of recommendation by the Conrad National Bank,

b ne
hed written o letter congratulating the bank on its
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—)-
Sup) o
ment of Mr. Larson, he felt no compulsion to report to the

presid

e

Bt of that institution. About a yesr later, Mr. Millard

Said
i

> 1t vas brought to Mr. Towle's attention that Mr. Larson was

t

giv
. Ing too good an account of himself at Kalispell, Mr. Towle
avip
c € been informed in October 1949 by Albert A. Hoerr, former
8hig

r
°f the Helena Branch and now Vice President of the National

of
Commerce, Seattle, Washington, that the latter bank had

lO&
neq i
Larsop $9,500 to buy a new home in Kalispell, that the note

was t
hen
% Past due, and that Larson had failed to answer correspondence
o M
+ Hoerr regarding the matter.

Tow1e w:11-. Millard went on to say that by late December 1949 Mr.
thay " S 1n possession of such information regerding Mr. Larson
Cogg s ;equested President Edmiston of the Conrad National Bank to
his o €leng for a conference. Mr. Edmiston, being ill, sent
q resul; * esslstant cashier of the Conrad National Bank, and as
&ssistanc:f the discussion Mr. Edmiston requested Mr. Towle's
NatiOnal " Securing an immediate examination of the Conrad
i1 Bank. Mr. Towle talked with President Peyton of the

eapoli
J&nu& ® Bank by telephone on Jamuary 5 and 6, 1950, and on

e told wr Peyton thet he had personal knowledge of a
situ&tion . . AE I g
&cceler&tedoncerning Larson which he believed would warrant an
oteg " ®Xamination. Mr. Millard stated that although Mr. Towle
R some degree of promptness upon being informed of Larson's

SER
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whﬁ&n@rities at the Conrad National Bank, nevertheless, by his
Tlingness to comply with Larson's request in November 1948 that
hsiziculations in connection with the Prescott Company be kept
ate, Mr, Towle placed himself in a position where a period
Uu::re than 13 months elapsed during which he apparently did not
°f the matter of possible exposure of the Helena Branch.
Mr. Millard added that the matter had been discussed

thor

0

" uGhly by Mr. Murff with Chairman Shepard, President Peyton,
Auditor Ohis

uht

Va

tad of the Minneapolis Benk during the examination,
he .
(Mr, Millard) discussed it with Chairman Shepard when he

8
ny
he &8hington shortly after the middle of February, and that
lec
% Uscuggeq it with President Peyton when he was in Washing-
n last Week

C
Vg hairman Mecabe stated that, with Messrs. Szymczak and
0

Present, he discussed the matter by telephone with Chair-

She
Pa,
™ yesterday, that Mr. Shepard informed him that the

Bo,
arg
of p
ih-v ireCtors of that Bank had reviewed it at length, and that
ley
of
h@ the fact that the report of the Chief Field Examiner

bee
n s
Rtvg ®t to Washington, the directors felt the Board could

en
¥e Urection and guidance as to the best way to handle it.
) St
N ®ted that president Peyton was on vacation and that Chair-
Spar
A vas Just leaving Minneapolis on a trip, and he suggested

tochairman
Shepard that he review the question with First Vice

SER
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Pre81
d
S0t Powell and have him call Mr. Szymczak on the telephone
h
© Purpose of discussing it further.
Mr. Szymezak stated that subsequently Mr. Powell called

hig
*™ stateq that he had talked with the three Minneapolis and

Co‘ “W directors and that he would like to obtain all the facts
t:::rning the matter prior to the next meeting of their directors
™14 on 4pri1 13, 1950. Mr. Szymezak also said that he told

.Powell that if it was felt here that a special meeting of the

Inge
&ho
Polis directors would be desirable to consider the matter

briq
T to "
April 13, he would be so advised.

Wy In the ensuing discussion, there was general agreement
h oty
e .

by VeV that the Board should not assume primary responsi-
ity f

0

T the matter unless the Minneapolis Bank failed to take

pr,
Opriate acti
op on promptly. It was suggested that, in the absence

Pre 8

14

5 ®0% Peyton and Chairman Shepard, First Vice President

well be fne
)

gi\re
Q Ver

- © correct, the Board felt that Mr. Towle, in failing to

e

Q

ke, o, " 0 the Conrad National Bank promptly his knowledge of

* Larsen:
the n'sg 1rregularities, had failed to recognize and discharge

Tmed by telephone and by letter that, if the facts

Port
Wy, 8% responsibility resting on him as an officer of the
&

Dre

q
dagy %0 the directors of that Bank at the earliest practicable

8pol g
S Bank, and that the Board requested that the matter be

8o th
AL appropriate action may be taken with the least possible

SER
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It vas Suggested that Mr. Szymczak call Mr. Powell on the
tele

Phone and inform him fully of the Board's views and that the

Stage
Prepare o draft of letter to Mr. Powell for the consideration
of the B Oa.rd,

This suggestion was approved
Unanimously.

Secretary's Note: The following letter
was approved by the members of the Board
who were present and mailed under date
of March 8, 1950, to Mr. Powell, First
Vice President, Federal Reserve Bank of
Minneapolis, marked air mail, personal,
and confidential:

1
of MesThiS letter is being addressed to you in the absence
avgy fsrs. Shepard and Peyton who, it is understood, are
IOl Minneapolis on vacation.
Cong = 1 ?f the members of the Board have given careful
Boardvsratlon to the information made available to the
Reserye SXaminers during the examination of the Federal
SubSequ Bk of Minneapolis as of January 27, 1950, and
% the *Dtly by Messrs. Peyton and Shepard with respect
C. g, Situation surrounding the misappropriation by Mr.
nteresirson of funds of the Prescott Company (a family
Federal of Mrs, Towle) while he was an officer of the
COnr& NRe§erVe Bank of Minneapolis and of funds of The
Seryy ational Bank, Kalispell, Montana, while he was
insti 88 Executive Vice President and Cashier of that
fution

R, E, %t 9PPears from this information that Vice President
L&rson oWle vas avare as early as November 1948 that Mr.
Coy ?&d misappropriated funds belonging to the Prescott
thisa?y’ *hat Mr. Towle did not feel it necessary to bring
ton oict %o the attention of Mr. Peyton or to the atten-
Royip, "B€ directors of The Conrad National Bank; and that,
Towle o OF the previous defalcation of Mr. Larson, Mr.
$6,60 aPParently made no effort to determine whether the
1n Nove;§°eived by the Prescott Company from Mr. Larson
Were Top, °r 1948 in restitution of misappropriated funds
YS rightfully coming into his hands.
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tion i
to g

It is the view of the Board that, if this informa-
8 correct, Mr. Towle has failed to recognize and_
as ischarge the important responsibility resting on him
" 81 officer of the Minneapolis Reserve Bank. In these
rcumstances, the Board requests that this letter be
presented to the board of directors of your Bank at
€ €arliest practicable date so that appropriate action
{;“Klbe taken with the least possible delay. The Board
ir aWait advice of the consideration given by your
ageq LOFS to the matter and if the Board can be of
8istance ipn any way it will be glad to do so."

The meeting then recessed and reconvened at 2:40 p.m. with

the
8

ane attendance as at the close of the morning session, except

Yhay
Messrs. Nelson, Millard, and Murff were not present.

; ¥r. Becles roferred to the death of Mr. Lawrence Clayton,
°1'mer
Meuber of tye Board, on December 4, 1949 and to the benefits
pr0v1
d .
= for Mr, Clayton's widow by the Civil Service Retirement

Vstepy
© Which Mr, Clayton belonged. At Mr. Eccles request, Mr.
B.I‘Denter tean
up

der

fate op February 23, 1950, which was as follows:

Vg, 10U have requested that I state in a memorandun

v thus Considerations which might be taken into account

to oard in considering the possibility of a payment

in Te. Clayton, the widow of the late Governor Clayton,

yomount, equal, say, to three months' salary.

193y Governor Clayton came with the Board in December
Chap as Assistant to the Governor, his title b?ing
Temgs. o, 10 August 1935 to Assistent to the Chairmen. He
membeged in that capacity until April 1945, He became a
Such °f the Board in February 1947 and conti?ued as
Cxce Y0ti1 hig death in December 1949. Accordingly,
Ougly Or a period of about two years, h? was continu-
Ovep aaSSOCiated with the Board for a period extending
the oy out 14 years. Governor Clayton was a member of

*Vil Service Retirement System and under this

& memorandum prepared by Mr. Vest, General Counsel,
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"SystEm his widow receives a small annuity for life
($1’368 Per annum). She will receive nothing from the
Federg) Reserve Retirement System and has, of course,
recei"ed nothing from the Board of Governors except
o Small gmoynt, of accrued salary (3167.11) which was
due %o Governor Clayton upon his death., I understand
that While a small amount of insurance was left by
YSThor Clayton payable directly to his widow, she has
voluntar-’tl:)r used a substantial portion of this insurance
*© pay Obligations of the estate which otherwise might
not have been met. _
"S&laries of the members of the Board of vaernors
18 fixeq by statute and there is no authority in the
12V for an additional payment to any member of the Board
o o hig widow, although there is no express prohibition
in the lay on a;ay such payment. The possibilii;y, how-
tier’ °f anyone in authority raising the question as to
'see legality or propriety of such a payment, if tpade,f
1ee S Very unlikely and accordingly the possibility o
Rl liability resulting to members of the Board seems
'*0 more unlikely as a practical matter. - _
Why "There are a number of equitable consu}eratn.ons
a o indicate the desirability and sppropriateness of
POmeNt o this kind. .
It 1 It happened that Governor Clayton died suddenly.
Co & 4 suffered a long illness, the Board would, of N
&ngrse, have paid his salary while a member of the Boar
oth, ¥ould have also had the expense of his secretary and
in :r ®Xpenses of his office during such period. Thl‘lf;1
the he cage of the late Governor Rensom the Boarcli paid
11]_,81e SXpenses over a very considerable time during his
esS.
n .
Congress tself provides an important precedent in
giglatterngf thii kind.p Whenever a Congressman or Senat?r
Sals Ongress appropriates an amount equal to one year's
g 3TV for the widow ($12,500). This has been done for
Segy& Years ag g matter of routine. Congressmen ia\.ndt
as tors are under the Civil Service Retirement System,
ar?. Nembers of the Board. 1 o
Ploye, . 'ST€ have been a number of cases where 'Boaritznblle
ang S have retired and the Board, because if eqlszum
Dayy, WManitarian considerations , has made a umph
&mounn into the Retirement System to increese the o
h&ve L or their retirement allowances. These amoun s
beey for only $2,000 or $3,000 or less, except in

J
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nzne case in 1946, where there was a very substantial
“8yment, ,
offi‘"There have also been a number of cases in which
Cers of the Federal Reserve Banks have retired and
r&: oard has approved lump sum psyments, sometimes in
her 1arge amounts, to supplement their retirement
OWances,
Atls "Governor Black of the Federal Reserve Bank of
Oargta’ who served as Governor of the Federal Reserve
193} during a part of 1933 and 1934, died in December
oF thShortly after returning to his position as head
e € Atlanta Reserve Bank. Shortly thereafter the
- Ctors voted to pay Mrs. Black a lump sum of
3’090 and the Board approved this payment.
Pedey If Governor Clayton had been an officer of a
Retirzl Reserve Bank and subject to the Federal Reserve
T ment System, his estate would have received at
the ®ath a lump sum equal to one year's salary plus
OUr:mount of his accumulated contributions, but, of
evente’ his widow would not have been entitled in that
the Cito any annuity such as is provided for her under
Vil Service Retirement Act.
Under the law, when an employee of & Government
v dies, such employee's estate is paid salary covering
ageriOd of his accumulated annual leave; and this rule
In saplied also in the case of employees of the Board.
mémbeme cases this is as much as 90 days leave. Board
SUrS do not, of course, accumulate annual leave, but
1s prCh & provision were applicable to Board members, it
ace Obable that Governor Clayton would have had some
®d leave to his credit."

¥ During the ensuing discussion, all of the members of the
C
e
“&t XIJressed themselves as favoring, for reasons which they
eq
to > *™he payment to Mrs. Clayton by the Board of an amount equal

S
layton' g salary for a period of three months,

Thereupon, upon motion by Mr. Evans
and by unanimous vote, it was agreed that
a payment in the amount equal to three
month's salary or $4,000 should be made
to Mrs. Lawrence Clayton, with the under-
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standing that the check would be made
payable to her and delivered to Mr.
Eccles and that he would look into
the possibility of having the funds
deposited in a bank or trust company
in Boston, where Mrs. Clayton is now
living, under an arrangement whereby
they would be paid to her on a
monthly basis. In taking this action,
it was agreed that the appropriate
item in the budget of the Board
Members' Section would be increased
by an amount sufficient to cover the

Payment.
Mr, Carpenter stated that word had been received this after-

t
o hat the Senate Banking and Currency Committee had reported
" bily

t » 8. 3105, to increase from $10 million to $25 million
&

amg
% Wt authorized in section 10 of the Federal Reserve Act that
111(1 b
e

lngg

beo

Spent ip construction of Federal Reserve Bank branch build-
' that 1t included a provision that such construction shall
the:f:T@ﬂe design, shall be deferred unless urgently needed for

heunderclent and economical operation of the branch, and shall
mhm. taken only when it will assist in relieving local unemploy-

oy There was a brief discussion of the matter but no conclusion

Teac
Bed vith respect to it.
Mr, Nelson Joined the meeting at this point.

M
gy T+ Szymczak stated that pursuant to the request at the

g
Ihq °F the Boerd on February 3, 1950, the Personnel Committee
T

Svie
wed the problems that would be involved in the appointment
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P "®81dents and First Vice Presidents of the Federal Reserve Banks
o the term beginning March 1, 1951. He then stated the views of
Be Cm“ﬁttee with respect to the situation at each Federal Reserve
; 4nq Whether there were presently officers at the Banks qualified

v Suce
ed to these positions in 1951 or in future years.

The vieys expressed by Mr. Szymczak on behalf of the Personnel

]
Mt were dis
the

c

°nclusions reached:

cussed at length and there follows a summary of

1t waWith respect to the Federal Reserve Bank of Boston,
ciateg the consensus that Mr. Erickson, who became asso-
55 ve With that Bank in December 1948 and who will be

i a&rs of age on March 1, 1951, had been doing a good
the ihPre§ident since his appointment and it was assumed
why € directors of the Bank would reappoint him, in

ing theVent the Board would see no reason for not approv-
Bap ¢ @ppointment. First Vice President Willett of that
generVOU1d not be eligible for reappointment under the

of ¢ 2! Policy of the Board, and would retire at the age
a3 Years, 7 months. Officers to fill the vacancy would
Plig 81lable from within the Bank, the names of Messrs.

Oonn:n’ Latham, and Neal having been mentioned in this
Probeps O0s the consensus being that Mr. Pitman vould

as p 1y be the most logical person for the appointment
Next TSt Vice President for the five-year term beginning
Jear, at which time he would be 59 years, 4 months of age.

&SSngg the Federal Reserve Bank of New York, it was

dent that the New York directors would re-elect Presi-
throul whose service with the System began in 1920

appoino will ve 55 years of age next March and that his

B°&rd tuent g5 President would be readily approved by the

0 &; First Vice President Rounds (age 64 years, 9 months

Wight ¢h 1, 1951), who contemplates retirement next year,

requesz°ntinue to serve for a year or two if Mr. Sproul

oty ®d him to do so. In the event Mr. Rounds should

Shop, TSP to continue as First Vice President even for a

or
. Period, it was felt that either Vice President Phelan
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°§ Vice President Kimball would be gualified for the posi-
" %L, the consensus being that Mr. Phelan's appointment
°Wld be more suitable in 1951. At that time Mr. Phelan

ZOUId be 58 years of age and Mr. Kimball would be L49 years
&ge .

Pip Bo?h President Williams (age 58 in March 1951) and
exP:t Vice President Davis (age 59 in March 1951) were
- ¢ted to be reappointed and approved next year for
Fed:dditional term in their respective offices at the
t tr&l Reserve Bank of Philadephia, and it was felt
Material would be available from within the Bank

F111 the positions in later years.

to

PasSeAt the Cleveland Bank, President Gidney will have
Mk d his G4th birthday next February, but it is known
af the directors plan to re-elect him President for
Ve-year term and it was the view of the Board that,
ring all the circumstances, Mr. Gidney's reappoint-
Vie. Should be approved for the five-year term. First
ega Presigent Fletcher, whose service with the System
age % in February 1918, will be 63 years, 3 months of
thaton March 1, 1951, and it was the view of the Board
appy, his reappointment as First Vice President should be
Voulgved only if it were clearly understood that he
195, C'°Sign when he attained age 65> on December 1,
ye&r’lof in no event later than the end of the calendar
Fletchgje' In discussing a possible successor to Mr.
3 Fﬁlto €r, the names of Vice Presidents Thompson an
vore Y (ages 52 and 53, respectively, in March 1951)
Speg Dentioned without, however, a consensus as to a
ic selection.

onsige

cuSSego Change in the Presidency at Richmond was dis-

> 1t being assumed that Mr. Leach (age 96 years
WOUldrch 1, 1951, with service in the System since 1920)
&Notpe € reappointed and approved by the Board f?r
Pregidr five-year term. With respect to First Vice

®nt Walden (service with the System since 1919
cons: Ost €3 years of age in March 1951), it was the
shoulnsus that if he were to be reappointed, the Board
&pprove the appointment only if it were clearly
O0d at the time that he would resign upon attain-
the 48 65 in April 1993, or in any event by the end of

alendar year 1953. It was also the consensus that

derst
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If 1% should be necessary to appoint a new First Vice
President, Vice President Wayne, who will be almost

Y years of age in March 1951, would be qualified to
SYep into the position at any time.

Following a discussion of the situation at the
Tederg) Reserve Bank of Atlanta, it was the view of
*he Board that Chairman Neely should be informed at

- ©8rly date that President McLarin (age 61 years,

2 Months on March 1, 1951) should retire and a
Succegsor found not later than March 1, 1951. There
vas 8greement that if former First Vice President
M&l°°1m Bryan (age 48 years on March 1, 1951) would
*3Ve his present position as Vice Chairman of The
TrUSt Company of Georgila, his appointment as Presidert
Of the Atlanta Bank would be the best possible
solutiOH to the situation. If Mr. Bryan were not
inte“ested, the Board felt that s full investigation
€ qQualifications of Deputy Chairman Rufus C.

S, who would be 54 years of age in March 1951,

tho 14 be made. It was also the view of the Board
dh&t S€lection of a First Vice President at Atlanta
pPetded on the selection of & President and that if
Vie USWly elected President wished the present First
s resident, Lewis M. Clark (age 56 years, 8 months

Ha.rri
8

s? March 1951), to continue for a time so as to avoid
Bomultaneous changes in the two top vositions, the
arg

fut Would consider such a suggestio?. As to)Zhe
Yeape It Vas felt that Winslow E. Pike (age b
Qfars’ 8 months in March 1951), former General Auditor
victhe Atlanta Bunk who recently resigned to become
Pos., TeSident of The First National Bank of Atlanta,
oibly would be interested and qualified. In
th:cus31ng potential prospects from within the Bank,
1951name Of Morgan L. Shaw (age 40 years in March
ment)’ Now Assistant Manager at New Orleans, was
. loneq although it wes felt he might not be ready
Vag € First vVice Presidency for some years. It
ny 8180 felt that at a future date, consideration
Who © given to Harold T. Patterson, General Counsel,
Voul tered the employ of the Bank in 1947 and who
W be almost 48 years of age in March 1951.

In q4 Bank, it was the con-
8 Scussing the Chicago ’ -
“Rsug that President Young (age 60 years in March 1951),
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Yho has served with the System since 1921, would be
"°@Dpointed and that First Vice President Harris
%8¢ 56 years, 7 months in March 1951) would also be
reaPDOinted, and that these appointments would be
3PProved by the Board. With respect to the future,
Vas felt that there were no promising prospects
Trop Within the Bank to succeed either Mr., Young or
* Harris and thet this situation called for
S¢rious consideration by the directors of that Bank.

The re-election of President Davis (with the
Systen since 1936 and age 63 years, 3 months on
Srch 1, 1951) as President of the Federal Reserve
Bang °f St. Louis was teken for granted, with the
foey that his reappointment should be readily
Pproveq by the Board. The question at that Bank
°F Who Was to be appointed First Vice President to
tucceeq Mr, Hitt was discussed and it was understood
that g matter would be teken up with Chairman
SNt g, gp early date. The Board felt there
Youlq be no objection to Mr. Attebery, Vice President,
6708 a5 Tirst Vice Preaident until he attained age
yD U August 1952 or until the end of that calendar
tiﬁr, The Board also indicated it would like to have
St 71€WS of Chairman Dearmont as to Vice President
h *ad (age 52 years in March 1951) although it felt
. woulq not complement President Davis, nor would he
1sh the agsistance in the operations of the Bank
LEreatly neeqed by President Davis. Mr. Verdaman
¢ °° stateq he would like to know more of the c%r-
Ugés Ances surrounding Mr. Stead's leaving WashlngFon
b 1Ver51ty. If the St. Louis Bank were to go outside
or ¢ lan, the Board felt it might be desirable to
Po:w from another Reserve Bank and mentioned as a
M 816111ty the name of D. C. Johns (age 52 years in
erch 1951), Vice President and General Counsel of the

F
Sdera) Reserve Bank of Kansas City.

8

4% the My 1lis Bank, President Peyton will
r nneapolis Bank,
h:tize at the end of his present term, at which timet cio

) ectation
that %l be 65 years, 10 months of age. In the exp

1y ). TSt Vice President Powell (age J4 years, 5 months

Neq arch 1951) would succeed Mr. Peyton, it would be
1t °88ary to select o mew First Vice President, and

he view of the Board that in terms of ability,

was t
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Personality, and potential growth, Vice President
¢Conne1) (age 52 years, 1 month in March 1951) w?uld
% the most suitable officer within the Minmeapolis

81k to succeed to the First Vice Presidency.

Both President Leedy (age 58 years in March
1951) and First Vice President Koppang (age 52 years
0 March 1951) were expected to be reappointed and
“PProveq for an additional term in their respective
Offices at the Federal Reserve Bank of Kansas City.

Was the view of the Board that so long as

°® President and General Counsel Johns (age 22
T°8T8 1 Mayel 1951) remsined with the Bank, it
woulq be well equipped with a potential successor

gor ®ither the Presidency or the First Vice
Treg idency .

P It was the consensus that a change in the
+°81dency should be made at the Federal Reserve Bank
4y, D2llas by March 1, 1951, and the Board indicated
;hat in no event would it approve reappointment of
lrﬁsident Gilbert (age 62 years, 7 months in March
w931) €Xcept with a clear understanding that he
. Tesign not later than August 1953 when he
attained age 65, or by the end of that calendar
Z;&r, The Board felt strongly that every effort
e oulq pe made to obtain an outstanding person who
o;uld Succeed Mr. Gilbert as President at the end
s hig Present term, and it felt that since no
sh Successor was in the employ of the Dallas Bank,
came g matter of finding the individual outside.
Yas fel intment of a First Vice Presi-
dont 8 Oulg EZ;anpﬁgon the selection of a President,
57d 1% vag the view of the Board that Mr. Gentry (age
Jears in March 1951) should be replaced but that
Pepe o8ident Gilbert were replaced with a suitable
wzrson, 1t would be possible that the new Pre§ident
Fiuld Prefer that Mr. Gentry continue for a time 28
bois ice President, rather than to have changes in
8 2 Positions simulteneously. If an outstanding
Maccess°r to Mr. Gilbert could not be obtained by
sep ? 1951 and it should turn out that he would
meiv & Year or so longer, Mr. Gentry's reappoint-
" WOUIS ot "be) Looked, o1 Mith Paror by the Board.
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it ¥as also indicated that there was no adequate
UCces sor

5 for either of these positions available
R Wwithin the Dallas Bank at the present time.

itk Both President Earhart (age 60 years, T months
&geafﬁh 1951) and First Vice President Mangels
reap 2% years in March 1951) were expected to be
thei£°inted and approved for an additional term in
reéspective positions at the Federal Reserve
that of San Francisco. The Board felt, however,
ofs thile the Bank has a number of good operating
Srs who may succeed to the First Vice Presidency
theas%ater date, it would be desirable to strengthen
dent baff from the standpoint of & potential Presi-
Outgt Y bringing in, at senior officer level, an
eSer:nding broad-gauge man from another Federal
€ Bank, or from outside the System.
It was agreed unanimously that
Messrs. McCebe and Szymczak would
determine how the necessary pre-
liminary discussions of such of the
above matters as require discussion
should be initiated with the Federal
Reserve Banks.

iy At thig roint Mr. Nelson withdrew and the action stated
h

es
t Pect o each of the matters hereinafter referred to was

Sn
by the Board:

o inutes op actions taken by the Board of Governors of the
r,

a,
Reserve System on March 3, 1950, were approved unanimously.

Memorandum dated March 6, 1950, from Mr. Bethea, Director

og

t

1“th N of Administrative Services, recommending increases
® by

iy Slc annual salaries of the following employees in that
81

n
> ®ffective March 19, 1950:
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Salary Increase

Kapy % Title From To
Bricey’ Steger General Mechanic $3,125 $3,225
Dolope Barnes Operator (Mimeograph) 2,770 2,850
Clapy o A0 Winkler Stenographer 2,650 2,730
Bvery, oY Cooke Charwoman 2,470 2,540

M. Lewis Elevator Operator 2,330 2,00

Approved unanimously.

Letter to Mr. Wiltse, Vice President of the Federal Reserve
0
T New York, reading as follows:

auth, "Enclosed is a letter of the Board of Governors
‘ est Orizing Bank of smerica, New York, New York, to
| 8blish branches at Bremen, Frankfurt a. Main, and

the ;rg’ Germany, which you will please deliver to
filesank' A copy of this letter is enclosed for your

&uthonpleaSe ask Bank of America to note that the
termirity to establish the branches will automatically
the tgate on March 1, 1951, with respect to any one of
entay I'€e branches unless any such branch is actually
daty 1shed and opened for business on or befors that
in y 9nd request Bank of America to advise the Board
York 1ting through the Federal Reserve Bank of New
bugy ¥hen & branch is so established and opened for
Nesg,
Depar;Please also inform Bank of America that the
Conp, Nent of ctate has been advised by the High
v Ssioner for Germany that there is not at present
tionneed for additional banking services for occupa-
Pro Personnel, and that the activities of the branches
Posed to pe established in Germany would of course

&
SWject to High Commission regulations and policies."

Approved unanimously, together
with the following letter to Bank of
America, New York, New York:

"n
Syst The Board of Governors of the Federal Reserve
sum 8Uthorizes Bank of America, New York, New York,
Fedefﬂnt to the provisions of section 25(a) of the
€serve Act and the Board's Regulstion K, to

al R




=
=

37/
/50 e

“Stablish branches at Bremen, Frankfurt a. Main, and
bra, urg, Germany, and to operate and maintain such

Re n;hes subject to the provisions of such section and
hefu ation; upon condition that all rights granted
theeby shall be deemed to have been abandoned and
erm?uthority hereby granted shall automatically

such hate on March 1, 1951, with respect to any of
Sten branches which is not actually established and

for business on or before that date."”

Letter prepared for Chairman McCabe's signature to

R
Onor&ble Burnet

San

R. Maybank, Chairman of the Committee on
il
"€ anq Currency, United States Senate, reading as follows:

‘ of Fe;This is in response to Mr. McMurray's request
‘ Views Tuary 1€, 1950, for an expression of the Board's
\ Sma]y On Fhe merits of S. 2943 to create the office of

of business coordinator on a permanent basis as part
advis:dExecutive Office of the President. We have been
b1l by Mr. McMurray that, while hearings on the
8, 293111 not be held, your Committee wishes to consider
of ty, 3 this week and you would like to have the views

f Boarg by Tuesday, March T.
terest 8 you know, the Board has been particularly in-
for 1 ®d over the years in the problem of providing
13y ofe Tinancial needs of small business. Under section
haye . °he Federal Reserve Act, the Federal Reserve Banks
rentla direct but limited authority in this field. Cur-
aaequztprOPOSals are before Congress to provide more
ang 14 8ly for financial assistance to small business,
Varig, 1s the hope of the Board that studies of these
Sty S Proposals will result in a practical and con-
°31Ve solution.

Wity he vitality of smell business is intimately connected
ente € Preservation of our system of free competitive
faceq r}Se, and the Board recognizes that the problems
the v sSmall business enterprises are not confined to

ag 4 Uestion of finance, but include other aspects, such

f&itaxation: the availability of technical assistance, and
88pe.. Petition for Govermment contracts. These other
directs’ Which fall largely outside the area of the Board's
the Go experience, are the concern of other agencies of
Whicp ;ernment, particularly the Department of Commerce

Or a number of years has maintained a Division of
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n
Sma1y Business and during the past two years has given
®Se problems special consideration.

i "The Board does not feel gualified to pass on the
theq1t0 establish additional coordinating facilities in
® Executive Office of the President on a permanent

i:sis as 1s contemplated in this bill. It would be
Clined to defer on this question to the judgment of
b ® Secretary of Commerce and the Director of the Budget,
ang Of whom have had direct contact with the problem,
th it urges that the Committee give consideration to
eir viewS .
the "I? Congress, however, should decide to establish
. °ffice as contemplated in this bill, the Board
6pr. COOPErate in every way possible to make the
XPeriment successful,”

Approved unanimously.

Secretary.
AI)pro\red.

?‘Lu.‘. @CL&/L/

Chairman.






