
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, March 7, 1951.

PRESENT: Mr. McCabe, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
Mr. Norton
Mr. Powell

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on March 6, 1951, were approved unanimously.

Memoranda dated March 5, 1951, from the heads of the divisions

indicated below recommending increases in the basic annual salaries

of the following employees

1951:

in those divisions, effective March 18,

Name Title 

ADMINISTRATIVE SERVICES
Raymond C. Kolb Chief, Mach. Tabil'n

Section
Karl J. Steger General Mechanic
Bricen Barnes Operator (Mimeograph)
Evelyn M. Lewis Elevator Operator

EXAMINATIONS
Elmer W. Lyster

Malcolm F. Johnson

Walter S. Hall

Salary Increase
From To

$5,400

3,225
2,850
2,400

4,325

4,075

3,700

101..0.•••

$5,600

3,325
2,930
2,470

4,450

4,200

3,825

Asst. Federal
Reserve Examiner
Asst. Federal
Reserve Examiner
Asst. Federal
Reserve Examiner

Approved unanimously.
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Memorandum dated March 5, 1951, from Mr. Sloan, Assistant

Director of the Division of Examinations, recommending an increase in

the basic salary of Nancy R. Porter, Supervisor, Recording and

Stenographic Section in that Division, from $3,950 to $4,200 per

annum, effective March 18, 1951.

Approved unanimously.

Memorandum dated March 2, 1951, from Mr. Bethea, Director of

the Division of Administrative services, recommending the appointment

of Henry Tidwell as a cafeteria laborer in that Division on a temporary

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

$2,252 per annum, effective as of the date upon which he enters upon

the performance of his duties after having passed the usual physical

examination and subject to the completion of a satisfactory employment

investigation.

Approved unanimously.

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

of New York, reading as follows:

"In your letter of December 29, 1950, you requested

that the Board reexamine its position to the effect that

the. Federal Reserve Banks should not make contributions

for local community welfare (such as contributions to

community chests) and you proposed that the Board should

leave to the directors of each Reserve Bank the deCision

as to the contributions which should be made by the Dank

in the cities in which its head office and branches are

located.
"In support of your proposal, you comment that with

respect to such contributions the Reserve Banks do not

differ greatly from other Federal and State-chartered
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"institutions which recognize their community

responsibilities in this manner. We recognize that

in the communities in which the Reserve Banks are

located, the public may tend not to distinguish

between the Reserve Banks and other banks and business

concerns which make such contributions, and that there'

may be some feeling that the Reserve Banks are shirk-

ing their responsibilities. We continue to believe,

however, that the nature of the organization, purposes,

and operations of the Reserve Banks is such as to make

it very difficult, at best, to find a direct relation-

ship between contributions for community welfare and

the conduct of the affairs of the Reserve Banks which

would justify a conclusion that the contributions are

necessary expenses of the Reserve Banks; and it seem
s

to us that there is a substantial difference between

the Reserve Benks and commercial banks in this respect.

In addition, the residual interest of the Government

In the assets of the Reserve Banks and the disposition

which is now being made of their earnings, raises

further doubt as to the propriety of contributions

by the Reserve Banks which are not made by Govern-

ment agencies.
"You also point out that express statutory

authority has been given to national banks and .to

New York corporations to make contributions of 
this

nature. The fact that such specific authority was

considered necessary in the case of national 
banks

is itself a reason for questioning the authority 
of

the Reserve Banks to make these contributions 
in the

absence of a similar authorization. Moreover, you

will recall that the original bill to authorize 
national

banks to make such contributions contained a 
provision

authorizing contributions by the Reserve 
Banks, but

this provision was omitted from the bill which w
as

finally enacted. In order to take a liberal position

today with respect to contributions by the Re
serve

Banks, it would be necessary to disregard this legisla-

tive history, as well as the long-established
 position

of the Board which might be considered an administra-

tive interpretation of the law.

"While the question concerning the legal authority

of the Reserve Banks to make these contributions cannot be

answered with finality and there may be well-founded

differences of opinion with respect to it, we believe
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Bank

"that it is essential that a uniform position be taken

by the Reserve Banks. Differences in policy among the

Reserve Banks or the fact that a particular Reserve Bank

made contributions in certain cities or for certain

purposes and did not make other contributions would

invite questions by the Public and by Congress.

"The absence of other Governmental controls and

supervision under existing law places upon the Board

and the Federal Reserve Banks a peculiar responsibility

to be certain that any expenditures are clearly

authorized by law and to be able to justify fully any

item which may be questioned.
"In view of the foregoing, the Board, while

Sympathetic with the motives which prompted your request,

does not believe that it should depart from the position

which it has taken in the past."

Approved unanimously.

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

of Philadelphia, reading as follows:

"In your letter of December 13, 1950, you called

attention to the fact that the Colonial Surety.Company,

a wholly owned affiliate of The Pennsylvania Company

for Banking and Trusts, has amended its charter so as

to permit the writing of fire, theft, and collision

Insurance on automobiles; and you presented for the

Board's consideration the question whether the entry

into this field of activity by the affiliate, without

the Board's permission, amounts to a violation of a

condition of membership to which this member bank is

subject, prohibiting a change in the general character

of the bank's business or in the scope of the corporate

powers exercised by it at the time of admission to

membership in the Federal Reserve System.

"This condition of membership is primarily

applicable to the bank's operations in its own corporate

capacity. However, the entering of this new field of

activity by the wholly owned affiliate of the bank,

without the Board's approval, is contrary to the spirit

and purpose of the condition of membership, and the

facts and circumstances in this case appear to afford

ample justification for disregarding the corporate fiction
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"and holding these activities, in effect, activities
of the bank itself.

"As you know, the Board has a well-established

policy against permitting member banks to engage

in the insurance business, except as agent, and the

Board does not look with favor on the practice of

member banks engaging in business indirectly through

an affiliate which the bank would not be permitted

to engage in directly. However, in this case it

appears that liability on the bank is extremely remote

and the risk to the affiliate is not disproportionate

to the amount of its capital structure. Therefore, the

Board is not disposed to require the affiliate to

terminate its activities along this line provided the

affiliate limits its writing of insurance to fire, theft,

and collision coverage on vehicles the purchase of which

is being financed by the bank, and the affiliate con-

tinues to reinsure not less than 90 per cent of the

risk with a reputable insurance company."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks,

reading as follows:

"Because of the increased need for current loan

information, it is requested that preliminary tabula-

tions be made hereafter of each item and sub-item of

Schedule A of the reports of condition of all member

banks in your District for each call in which Schedule

A is reported. Separate totals in thousands of dollars

should be prepared by class of bank (national and State

members separately, by reserve classifications).

"If practicable, the tabulations should be for-

warded to reach the Board one month after the date of

the call for reports of condition. They should be

given precedence over the preliminary tabulations of

the earnings reports requested in the Board's letter

of December 16, 1947 (F.R.L.S. #3649), if preparation

of the two should conflict. Estimates may be made in

cases of missing or incorrect reports that would

delay the tabulations."

Approved unanimously.
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Letter to Mr. James E. Linde, Acting Assistant Chief, Processing

Project Branch, National Production Authority, Washington 25, D. C.,

reading as follows:

"Reference is made to your telephone conversa-

tion with Governor Norton this morning with regard

to the letter you have received from the Federal

Reserve Bank of San Francisco requesting authorization

to make alterations to the existing Bank Building in

San Francisco.
"The Board has authorized the Federal Reserve Bank

of San Francisco to undertake the proposed alterations

and, in the circumstances, recommends the National

Production Authority's favorable consideration of the

Bank's request. The activities of Federal Reserve

Banks, in their capacity as fiscal agents of the

United States and in their other operations, such as

supplying currency and coin to member banks and the

public, are deemed to be essential to or to facilitate

the defense effort."

Approved unanimously.

Letter to Mr. Symms, Vice President and Cashier of the Federal

Reserve Bank of San Francisco, reading as follows:

"Reference is made to your letter of February

23 regarding the reimbursement of expenses incurred

in connection with the V-loan program.

"It is noted from your letter that it is believed

the formula set forth therein for allocating expenses

between the guaranteeing agencies will result in fair

and reasonable charges to the different agencies and

that no charges will be made to an agency unless some

work is performed during a given period for that agency.

The formula would appear to be appropriate and we have

no reason to believe that it would not be acceptable to

the guaranteeing agencies.

"On several occasions during the previous V-loan

program, we advised individual Banks, in response to

inquiries, that the matter of reiMbursement had not

been taken up with the guaranteeing agencies as it was
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"felt the procedure for computing Fiscal Agency costs

and the distribution thereof among the various agencies

is a matter for System determination.

"With respect to obtaining reimbursement for the

cost of printing and distributing various V-loan material,

it is assumed the same procedure will be followed as in

the former program. We agree with your thought that

there might be some objection if an agency which had not

authorized any loan guarantees were charged for one-

seventh of the cost of printing and distributing a

circular addressed to all banking institutions in the

Twelfth District."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks,

reading as follows:

"As you know, leasing arrangements were the subject

of certain recent interpretations and Amendment No. 2

to Regulation W. The attached memorandum summarizes the

substance of the interpretations and amendment.

"In determining whether leasing arrangements exceed

the $5,000 (or $2,500) ceiling, and also in determining

the size of payments or deposits required on contracts

that are subject to the regulation, it is helpful to

consider the analogy of leasing contracts to chattel

purchase-money mortgages.

"Determining Whether Contract Exceeds $5,000 

(or $22_500) Ceiling. - For example, suppose that A sells

B three $2,000 automobiles, getting a total down payment

of $600, and a $5,400 purchase-money mortgage that is

payable in 15 monthly instalments of $360 each. Assuming

that there is a single obligation for all three cars

rather than a separate one for each car, the contract

would obviously be exempt from the regulation because

it would be over the $5,000 ceiling.

"Suppose that the contract were slightly different.

Instead of paying the $5,400 purchase-money mortgage in

fifteen monthly instalments of $360 each, B is to pay

fifteen monthly instalments of $300 each, and at the

end of the 15-month period is to reconvey the three cars

to A. The contract would still be exempt as over $5,000,

because the proper test of the amount of credit would
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"still be the $6,000 value of the cars minus the
$600 down payment, rather than merely the $4,500
of cash monthly payments.

"Similarly, a lease of the three $2,000 cars
for 15 months with a $600 payment (or deposit) in
advance and 15 monthly payments of $300 each would
be considered exempt from the regulation as an over-
$5,000 contract rather than subject as a $4,500

contract.
"Payments that Comply. - If the instalment con-

tract referred to above were for only two $2,000

cars instead of three, it would lose the benefit
of the over-$5,000 exemption and would be subject
to the regulation. The similarity between a lease

and a chattel purchase-money mortgage also is

helpful in showing the amounts of payments required
in such cases.

"For example, suppose A sells B two $2,000
cars and takes a chattel purchase-money mortgage

payable in instalments. He must get a down payment

of $1,334 and the remaining $2,666, plus any
insurance and finance charges, must be paid in 15

monthly instalments.
"Suppose that the contract were changed slightly.

The down payment and monthly payments are to be as

before, but at the end of the 15-month period B is

to reconvey the car to A and receive $600 from A in
return. That payment of $600 to B when the car is
reconveyed to A at the conclusion of the transaction

would not conflict with Regulation W. On the other

hand, the provision for reconveyance of the car at

the end of the period would not exclude the arrange-

ment from the operation of the regulation, nor would

It reduce the amount of the down payment or monthly

payments that must be obtained.
"Similarly, if the contract were for a lease --

rather than a chattel purchase-money mortgage followed

by a reconveyance -- the payments, (or deposits) made

initially and each month of the 15-month period would

have to be the same as in the cases indicated above.

"In some cases, the parties might wish to set
Up the arrangements so that the car would be recon-

veyed (or returned) to A in some reasonable period

Shorter than 15 months, say twelve months or six

months. In such a case, the dollar payments (or
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"deposits) initially and for each month of the period

would not have to be increased above those applicable
on a 15-month basis."

Approved unanimously.

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

Bank of Kansas City, reading as follows:

"This refers to your letter of February 21, 1951,

and its enclosures, concerning the application of

Regulation W to an arrangement for the financing of

automobiles for the parts salesmen of Allied Motors,

Inc., Kansas City, Missouri. From the above enclosures

it appears, briefly, that Allied Motors, Inc., a sub-

sidiary of the Atlas Acceptance Corporation, assured

all such salesmen that, beginning July 1, 1950,

automobiles purchased by parts salesmen would be

financed on a basis more liberal than that permissible

since September 18, 1950, under Regulation W.

"On the basis of the information submitted, the

Board is of the view that the more liberal terms pro-

perly may be carried out in those cases of automobiles

purchased prior to the effective date of Regulation

W. It appears that the assurance of Allied Motors,

Inc., constituted an offer which, if accepted prior

to September 18, 1950, constituted a valid and

binding contract covering both the initial financing

and the refinancing of the automobile purchased.

Under section 8(h) of the regulation, such a con-

tract, including the refinancing, would be exempt.

"As you indicated, however, the financing or

refinancing of any automobile sold by Allied Motors,

Inc., to its parts salesmen subsequent to September

18, 1950, would have to meet the requirements of

Regulation W. In these cases the contract would not

have come into existence prior to the effective date

of the regulation and, consequently, both the initial

financing or any refinancing would be subject to the

regulation's provisions."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks,

reading as follows:
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"Enclosed are two copies each of a revised form
of report of examination of trust departments; revised

pages for a 'short-form' trust examination report,
T-1(S) and T-A(S); an alternate statement of Personal
Trust Department, T-3(A); and four supplemental pages,
T-8, 9, 10 and 11. These forms have been approved by
the Board for use, effective upon receipt, in the

examination of trust departments of State member banks.
A supply of the forms is being forwarded to you by

parcel post. Additional supplies may be obtained
upon request to the Board's Division of Examinations.

"As finally revised, the report form incorporates

most of the suggestions submitted by the several

Reserve Banks after their review of a preliminary
draft originally developed by the committee of trust

examiners appointed to consider a revision of the

trust examination report.
"The several objectives of the present revision

effort, discussed in some detail in a letter dated

November 3, 1950, from the Board's Division of
Examinations to the officer in charge of examinations

at your bank, included simplification of the report

form through the elimination of many questions and

rearrangement of others, development of uniformity

In reporting practices to the fullest practicable

extent, and introduction of a greater element of

flexibility to make the report form more adaptable

to trust departments varying widely in volume and

characteristics. In this latter connection,

supplemental pages T-8 and T-9 are intended primarily

for use in those cases where the volume of corporate

trust or corporate agency activity is such as to

require specialized treatment in the examination

report and pages T-10 and T-11 are designed for use

In reporting on common trust funds maintained by

State member banks.
"In view of the demonstrated desirability of

maintaining a high degree of flexibility in the trust

examination report, no attempt has been made to in-

corporate printed schedule forms relating to accounts,

assets or other matters which frequently require

detailed treatment, except for the statements of personal

and corporate trust activities, common trust funds and

earnings and expenses. It is expected that examiners

will include in their reports such supporting schedules

as will be relevant to the purposes of a trust examination
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"and the individual situations under review. A supply
of blank green paper has been forwarded for that purpose.

"Supplemental pages T-1(S) and T-A(S) are provided
as the nucleus of a so-called 'short-form' report for
use in those banks where the volume and nature of

fiduciary activities are so limited that the regular

report form would be generally inapplicable. It is

contemplated that in such cases the trust department

section of the report will consist of pages T-1(S),

T-2, T-3 and T-A(S), together with such information

on supplemental pages as will be necessary to fully

disclose the results of the examination. The 'short-

form' report should not be used in those cases where

the volume of trust business or other circumstances

make the regular report form the more appropriate

reporting medium.
"The captions under General Remarks, page T-B

(Supplemental Report), have been broadened in the revision

but there has been no material change in the intended

scope and use of this section of the report. Page T-A(S)

(Supplemental Report - Short Form) is designed with

similar purposes in view but includes topics relating

more specifically to the circumstances attending small,

part-time fiduciary operations. It is expected that

a supplemental report, either on pages T-A and T-B

or on page T-A(S), will accompany every report of

examination covering fiduciary activities of State

member banks.
"There are also enclosed three copies of a 'De-

scription of the Revised Form with Suggestions and

Comments Relating to Its Use' prepared by the Board's

Division of Examinations to assist examining personnel

in the use of the revised trust examination report

form and to relate it to the form previously in use.

Additional copies of this text will be furnished

Upon request."

Approved unanimously, with the

understanding that the letter would

be sent when the forms referred to

therein were printed and ready for

distribution.
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