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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, May 2, 19)0. The Board met in

the Board Room at 12:3) p.m.

PRESENT: Mr. Eccles, Chairman pro tem.
Mr. Szymczak

Mx. Carpenter, Secretary
Mr. Sherman, 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. Millard, Director, Division of

Examinations
Mr. Solomon, Assistant General Counsel
Mr. hostrup, Assistant Director,

Division of Examinations
Er. Baumann, Assistant General Counsel

Mr. Vardaman was absent because of an engagement at this hour

With the Secretary of the Treasury.

Mx. Szymczak stated that early this morning Chairman McCabe

received a telephone call from Senator Robertson who insisted that

he (the Chairman) come to Senator Robertson's office for the pur-

pose of discussing the substitute bank holding company bill prior

to the meeting of Senator Robertson's subcommittee at 10 a.m. Mr.

Szymczak stated that he and Mr. Baumann met with Chairman McCabe

and Senator Robertson at which time the Senator presented several

amendments to his substitute bill. Following a brief discussion,

Mr. Szymczak said, they attended the subcommittee meeting at which

Senators Douglas, Maybank, and Tobey were also present, as well as

representatives from the Office of the Comptroller of the Currency

and the Federal Deposit Insurance Corporation. At this meeting,

Mr. Szymczak said, Senator Robertson made it clear that he felt
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the definition contained in his bill was satisfactory and that he

would not consider a change. Other changes suggested in the pro-

posed amendments submitted by the Board pursuant to the understanding

at the meeting yesterday were not discussed as such, Mr. Szymczak

said, but a revision of Senator Robertson's bill apparently pre-

pared on the basis of suggestions made by different persons was

presented orally for comment by those attending the meeting.

At Mr. Szymczak's request, Mr. Baumann reviewed the suggested

amendments stating that the bill in the form suggested by Senator

Robertson, with his amendments, would fall far short of meeting

the need for adequate regulation of bank holding companies. Mr.

Baumann also stated that in the course of the meeting it was under-

stood that he, Deputy Comptroller of the Currency Robertson, and

a representative of the Federal Deposit Insurance Corporation would

meet this afternoon to work on language to cover certain amendments

to the bill. He also said that Senator Robertson agreed, at the

request of Senator Douglas, to defer a vote of the committee on

the bill with the understanding that the subcommittee would meet

tomorrow morning at 10 o'clock for the purpose of voting on the

measure.

There followed a discussion of the provisions of the bill

and of the procedure that might be followed in connection with

suggesting further revisions.
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The meeting then recessed and reconvened at 5:30 p.m.,

with Messrs. McCabe, Eccles, Szymczak, Carpenter, Sherman, Riefler,

Thurston, Millard, Solomon, and Hostrup present.

Mr. Vardaman requested that these minutes show that notice

of the meeting at 2:50 p.m. was sent to his office at 4:15 p.m.,

today, that he had an appointment with about twenty people from

St. Louis which would take most of the evening, and that he refused

to break that appointment.

Chairman McCabe reviewed the discussion in which he par-

ticipated this afternoon with Secretary of the Treasury Pnyder,

Secretary of Commerce Sawyer, and Chairman of the Reconstruction

Finance Corporation Rise of the draft, prepared in the White

House offices, of a message to the Congress with respect to

extension of financial aid to small businesses. He stated that

there was to be a further discussion of the matter at another

meeting to be held at 2:30 tomorrow afternoon.

Mr. Szymczak stated that Mr. Baumann was attending a meet-

ing this afternoon for the purpose of working out the language

of certain amendments to the substitute bank holding company bill

presented by Senator Robertson in accordance with Senator Robertson's

request this morning and that this meeting was for the purpose of

considering what the position of the Board should be in connection

with the request of Senator Robertson that it be represented at a

meeting of the subcommittee tomorrow morning at 10 o'clock at which
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time it was planned to take a vote on the bill. During the en-

suing discussion, it was the consensus that reel progress had been

made to get necessary revisions into the Robertson substitute bill

and that the representatives of the Board should continue to work

in that direction and that, if agreement could not be reached on

important provisions such as the definition of a bank holding

company and enforcement, the Board could reserve its position on

these points and undertake to get the bill amended by the full

Senate Committee or by the House Banking and Currency Committee.

There was agreement that the Board should not be put in the position

of "killing" the substitute bill and that on the other hand the

Board should not approve a bill which would be fundamentally

defective.

Mr. Morrill stated that Mr. Peyton, President of the

Federal Reserve Bank of Minneapolis, had called on the telephone

to say that Mr. Harris had reported on the meeting which he and

Mr. MacHaffie, as directors of the Helena Branch, had with the

Board on Monday, May 1, 1930, and had said he had not been able

to convince the Board of Governors of the view of the directors

of the Helena Branch that Mr. Towle should be retained until he

reached retirement age. Mr. Peyton stated that he had told Mr.

Harris, Mr. Morrill said, that, so far as he was concerned, the

matter would have to be settled at the meeting of the Minneapolis

directors on May 2, that Mr. Towle should resign in which event
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Mr. Peyton would recommend to the board of directors that Mr. Towle's

salary be paid until the end of the year, that if Mr. Towle did

not resign he should be fired, and that if that were not done Mr.

Peyton would resign as he would not tolerate the continuance in office

of 8 vice president who had been disloyal to the president of the

Bank. Mr. Morrill added that he had told Mr. Peyton that the Board

was writing a letter to the Board of Directors of the Bank reviewing

the discussion at the meeting with the two Helena Directors and that

Mr. Peyton asked that nothing be said in the letter about the

possibility of Mr. Towle continuing in active duty until the end

of the year because if he did remain he (Mr. Peyton) would resign.

Mr. Szymczak stated that upon being advised of the telephone

conversation with Mr. Peyton, he (Mr. Szymczak) called Chairman

Shepard and told him of the meeting with the Helena directors and

of the views which Mr. Peyton had expressed to Mr. Morrill, that

Mr. Shepard responded that he had not known that Mr. Peyton felt

that way, but that in the circumstances he would support Mr.

Peyton's position. Mr. Szymczak went on to say that in response

to his request Mr. Shepard stated that he did not want a letter

from the Board at this time and that the directors would work the

matter out. In these circumstances, Mr. Szymczak recommended that

the letter that had been prepared in accordance with the discussion

at the meeting of the Board yesterday be not sent.
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Mr. Szymczak's recommendation

was approved unanimously.

At this point all of the members of the staff with the

exception of Messrs. Carpenter and Sherman withdrew, and the action

stated with respect to each of the matters hereinafter referred to

was taken by the Board:

Memorandum dated May 1, 1920, from Mr. Millard, Director

of the Division of Examinations, recommending increases in the

basic annual salaries of the following employees in that Division,

effective May 14, 19)0:
Salary Increase

Name Title From To

C. H. Bartz Federal Reserve Examiner $),.,00 $2,7)

L. M. Schaeffer Assistant Federal Reserve Examiner 3,37) 3,700

Approved unanimously.

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

of New York, reading as follows:

"The Board of Governors approves the payment

of salary to Mr. William F. Treiber as Vice Presi-

dent of the Bank at the rate of $161500 per year, which,

according to your letter of April 24, 1950, is the rate

which was fixed by your Board of Directors, for the

period May 1, 1950, through March 31, 1951."

Approved unanimously.

Letter to Mr. Gilbert, President of the Federal Reserve

Bank of Dallas, reading as follows:

"The Board of Governors approves the payment
of salary to Mr. E. H. Berg as Assistant General
Auditor at the Head Office at the rate of $7,000
per annum and to Mr. Alvin E. Russell as Cashier
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"of the El Paso Branch at the rate of $5,700 per

annum for the period May 1, 1950, through May 31,

1951. These salary rates, according to your letter

of April 18, 1950, are the rates which were fixed

by the Board of Directors at its meeting on April

13, 1950.
"The approval by the Board of Governors of

the payment of salary to a second officer in the

auditing function at the Head Office is based upon
the special circumstances in this particular case

and should not necessarily be considered as
permanently establishing an additional official

position in this function."

Approved unanimously.

Letter to Mr. Denmark, Vice President of the Federal

Reserve Bank of Atlanta, reading as follows:

"Reference is made to your letter of April 17,

1950, submitting the request of the Deposit Guaranty

Bank & Trust Company, Jackson, Mississippi, for

approval under Section 24A of the Federal Reserve

Act, of an additional investment of approximately

$88,000 representing the cost of completing the
construction of its South State Branch office building and

the remodelling of its Annex building.

"In view of your recommendation, the Board

approves the additional investment in bank premises

as proposed, with the understanding that the carry-

ing value of the bank's investment in bank premises

will not exceed $1,100,000."

Approved unanimously

Secretary.

Chairman pro tem.
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