
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Friday, February 121 1954.

in executive session in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
Mr. Mills
Mr. Robertson

The Board met

After the meeting the Chairman informed the Secretary that

the actions stated below were taken by the Board during the executive

session.

There was a thorough dis—
cussion of the recommendations
contained in a memorandum dated
January 13, 1954, from Mr. Allen,
Director, Division of Personnel

Administration, with respect to
proposed changes in salaries of

members of the Board's official
staff, and unanimous approval was

given to the following changes,
effective February 14, 1954:

Name and title

Kenneth A. Kenyon,
Assistant Secretary

C. Richard Youngdahl,
Assistant Director,
Division of Research and
Statistics

H. Franklin Sprecher, Jr.,
Assistant Director,
Division of Personnel
Administration

Joseph E. Kelleher,
Assistant Director,
Division of Administrative
Services

Basic annual salarx
From To

$9,000 $9,500

12,500 13l000

91250 9,750

91250 lol000

This action was taken with

the understanding that the members
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of the Board would continue to
study the question of administra—
tion of salaries of the Board's
official staff.

2t. [1:3'

Chairman Martin reported that he had been informed by Mr. Parten,

Chairman of the Federal Reserve Bank of Dallas, that the Bank's board of

directors at its last meeting had voted unanimously, subject to the ap—

proval of the Board of Governors, to appoint Mr. Watrous H. Irons, now

Vice President, as President of the Bank for the unexpired portion of the

term ending February 292 1956, with salary at the rate of $252000 per

annum, the appointment and salary to become effective on February 15,

1954. Chairman Parten also had informed Chairman Martin that the di—

rectors who were not present at the meeting had been contacted and had

indicated that they favored the appointment of Mr. Irons and the salary

fixed for him. It was the understanding of the directors that the re—

tention of Mr. W. D. Gentry as First Vice President of the Reserve Bank

would be left to the decision of Mr. Irons, and that Mr. Irons' decision

tn this matter should be made after he had had an opportunity for a full

discussion with Mr. Gentry.

After thorough consideration
of the matter, Chairman Martin was
authorized by unanimous voto to
advise Chairman Parten by telephone
that the Board of Governors approved
the appointment of Mr. Irons as Presi—
dent of the Federal Reserve Bank of
Dallas, effective February l52 19541
for the unexpired portion of the term
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ending February 29, 1956, and the
payment of salary to Mr. Irons as
President at the rate of $25,000
per annum for the period Febru-
ary 15 to December 31, 1954, in-
clusive.

Governor Robertson referred to the discussions at the meetings

of the Board on December 14, 16, and 21, 1953, concerning the request

received from Representative Patman, of Texas, for certain information on

salaries of commercial bank officers, and to his suggestion, which the

Board approved, that it be determined whether the other Federal bank

supervisory agencies mould join in a study of trends in commercial bank

salaries over the last 10 or 15 years, it being understood that informa-

tion developed from that kind of a study mould be acceptable to Repre-

sentative Patman. Governor Robertson stated that the other supervisory

agencies were participating in the study, and he suggested that in order

to develop the necessary information with respect to State member banks,

a letter in the following form be sent to the Presidents of all Federal

Reserve Banks:

The Comptroller of the Currency, the Federal Deposit

Insurance Corporation, and the Board have undertaken to

compile officers' compensations, at annlial rates of $25,000

and over as shown by the latest reports of examinations

dated on or before December 31 in the years 1953 and 1914.71

which were paid by the 600 largest insured commercial banks.

It is contemplated that a joint summary will be pre-

pared, containing statistical tables regarding the number

of officers in various ranges of compensation, the number

of banks having officers drawing $25,000 or over in various

groupings according to the number of such officers, etc.
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Attached are copies of the tabulating form and of a

brief description regarding their preparation. Names and

addresses of the State member banks and some of the other

information necessary for coding the tabulations are being

typed on the forms in quadruplicate and will be forwarded

to your Bank; an additional supply will be included to pro-

vide for extra sheets and spoilage. Please return the

original and one copy of the completed forms as soon as

practicable to the Board's Division of Bank Operations;

any inquiries may also be addressed to that Division.
It was originally planned to have these tabulations

made for a third date, 1941. However, the files of the

Federal Deposit Insurance Corporation contain somewhat

similar tabulations made from 1941 and 194 2 reports of

examination of large banks. These tabulations will be

adequate for some comparative purposes and will make a

retabulation of these early reports unnecessary.

Approved unanimously.

Reference was made to an invitation extended to Yr. Riefler, As-

sistant to the Chairman, in a letter dated February 10, 1954, from Dr. Grayson

Kirk, President of Columbia University, to participate in a conference deal-

ing with national policies for economic welfare at home and abroad. This

conference, the third of a series being arranged as part of the celebra-

tion

sity

of the University's 200th anniversary, was to be held on the Univer-

campus during the period May 26-29, 1954.

Mr. Riefler was authorized by
unanimous vote to accept the in-
vitation.

The meeting then adjourned. During the day the following additional

actions were taken by the Board with all of the members present:

Minutes of actions taken by the Board of Governors of the Federal

Reserve System on February 11, 1954, were approved unanimously.
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Memoranda from from appropriate individuals

personnel actions as follows:

Appointments, effective upon the
date of assuming duties 

concerned recommending

236

Name and title Division Type of auointment Basic annual salary

J. Frank Holahan,
Federal Reserve

Examinations Temporary $10,000
indefinite

Examiner, with
title of Review
Examiner

Margaret E. Royce,
Clerk-Typist

Administrative
Services

Temporary
indefinite

2,950

Charlge in status of appointments

Gertrude N. Rath and Martha
the Secretary. From temporary (six
no change in basic annual salary at
ary 12, 1954.

L. Ware, File Clerks in the Office of
months) to temporary indefinite, with

the rate of $3,030, effective Febru-

Zalag increases, effective February 14, 1954 

Name and title 

Lyla McKaig Cole,
Clerk

Clayton Gehman,
Chief, Business
Conditions Section

Edward Ames,
Economist

Robert Solomon,
Economist

RaYmond J. Collier,
Technical Assistant

Division 

Research and Statistics 

International Finance 

Bank Operations 

Basic annual salary
From To

$2,950 $3,030

11,050 11,300

7,440 71640

7,240 7,440

71440 71640
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Salary increases (continued)

Name and title 

-6-

Division

Administrative Services 

Ethelyn M. Palmer,
Secretary

Benjamin Dinkins,
Mail Clerk

John Battle,
Laborer

Charles V. Carey,
Messenger

William Cobey,
Cafeteria Laborer

James Love,
Laborer

William R. Smith,
Laborer

Abner Thompson,
Messenger

Elizabeth L. Carmichael,
Chief, Publications
Section

Dorothy Rhoads,
Clerk-Stenographer

and

Basic annual salary
From To

$3,785 $3,910

3,070 3,150

2,792 2,872

2,952 3,032

2,872 2,952

2,712 2,792

2,712 2,792

2,712 2,792

6,125 6,340

2,950 3,175

Approved unanimously.

Telegrams to the Federal Reserve Banks of New York, St. Louis,

Minneapolis stating that the Board approves the establishment with-

out change by those Banks on February 11, 1954, of the rates of discount

and purchase in their existing schedules.

Approved unanimously.

Letter to Mr. McCreedy, Vice President, Federal Reserve Bank of

Philadelphia, reading as follows:

This refers to your letter of February 8, regarding

the penalty incurred by The National Bank of Catasauqual
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Catasauqua, Pennsylvania, on an average daily deficiency
of $450100 in its required reserves during the period
ended January 15, 1954.

It is noted that the deficiency resulted from the
fact that a transfer draft of $147,000 on the subject
bank's correspondent, the Philadelphia National Bank,
under date of December 29, 1953, was lost in the mail;
that because of the end-of-year rush of business and be-
cause of the Reserve Bank's not being open on January 1,
2, and 3, the subject bank was unable to make a daily
reconcilement of its reserve account until January 6, at
which time the loss was discovered; that consequently
the subject bank did not receive the reserve credit for
the transfer requested on December 29 until January 7,
after a duplicate transfer was issued; and that it has
had no deficient reserve penalties in nearly ten years,
except for one small penalty incurred last year, which
was waived.

In the circumstances, the Board authorizes your Bank
to waive assessment of the penalty in this case.

Approved unanimously.

Letter to the Board of Directors, The Fifth Third Union Trust

Company, Cincinnati, Ohio, reading as follows:

Pursuant to your request submitted through the
Federal Reserve Bank of Cleveland, the Board of Gover-
nors of the Federal Reserve System approves the estab-
lishment of a branch at the northeast corner of Glenway

Avenue and Werk Road, Cincinnati, Ohio, by The Fifth
Third Union Trust Company, Cincinnati, Ohio, provided

the branch is established within one year from the date

of this letter.

Approved unanimously, for
transmittal through the Federal
Reserve Bank of Cleveland.

Letter to Mr. Diercks„ Vice President, Federal Reserve Bank of

Chicago, reading as follows:

Referring to your two letters and recommendations

of February 4, 1954, the Board of Governors extends until
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June 1, 1954, the time within which The Detroit Bank,
Detroit, Michigan, may establish a branch on Mound
Road near the corner of Eight Mile Road, Pla5t, and a
branch on Eight Mile Road, East, between Dresden and
Strasburg, both within the city limits of Detroit,
Michigan, as approved by the Board under dates of No—
vember 5, 1952, and November 18, 19520 respectively.

Approved unanimously.

Letter to Mr. Millard, Vice President, Federal Reserve Bank of

San Francisco, reading as follows:

Reference is made to your letter of February 3,
1954, advising that the American Trust Company, San
Francisco, California, has moved or proposes to move
branch offices located at 633 Laurel Street to 632
Laurel Street, San Carlos, California; at 2001 Salvio
Street to the corner of Willow Pass Road and Grant
Street, Concord, California; and at 96 North Monterey
Street to 100 North Monterey Street, Gilroy, California.

The data submitted indicate these changes will con—

stitute the relocation of branches in the immediate
neighborhoods of existing branches without material ef—

fect on the nature of the business being conducted or
in the composition of clientele of such branches. The

Board is of the opinion that the changes will not con—

stitute the establishment of branches -within the meaning

of section 9 of the Federal Reserve Act and, therefore,

the Board's approval is not required.

Approved unanimously.

Letter to Mr. Virden, Chairman, Federal Reserve Bank of Cleveland,

reading as follows:

The Board of Governors has received from the Fed—

eral Reserve Bank of Cleveland copies of Mr. A. B. Thomp—

son's letters to you of December 4 and December 11, 1953,
regarding payments by the Federal Reserve Banks to the

United States; and it is understood that you would like
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to have the comments of the Board with regard to this
matter.

Section 16, Paragraph 4, of the Federal Reserve Act

provides that each Federal Reserve Bank shall pay such
rate of interest as may be established by the Board on
the amount of its outstanding notes less the amount of

gold certificates held by the Federal Reserve Agent as

collateral security. The Board did not establish such
rates of interest until 1947, when rates were established

which would make it possible to transmit to the Treasury

approximately 90 per cent of the net earnings after divi-

dends of each of the Federal Reserve Banks. Before such

action was taken, the Chairman of the Board explained the

proposal to the Banking and Currency Committees of both

houses of Congress. In view of the explicit language

of the law and its legislative history, the Board con-

sidered that it possessed adequate authority for this

action.
Prior to 1933 the law had provided a so-called fran-

chise tax which had an effect similar to that of the in-

terest charge; that is, of transferring excess earnings

of the Reserve Banks to the Treasury. Under the franchise

tax each Federal Reserve Bank was required to pay to the

Government an amount equal to 90 per cent of its net earn-
ings after it had accumulated a surplus equal to its sub-

scribed capital.
For the ten years following 1933 the net earnings of

the Federal Reserve Banks were relatively small and as of

the end of 1944 the combined surplus accounts of the Banks

were less than 75 per cent of their subscribed capital.
This was due in part at least to the fact that the Banking

Act of 1933 required the Federal Reserve Banks to pay
$139 million of their surplus as a subscription to the

capital stock of the FDIC, although at the same time, in

order to permit the Federal Reserve Banks to restore their

surplus accounts from future earnings, the franchise tax

was eliminated.
Earnings increased for the years following 1944 so

that at the end of 1946 the combined surplus of the Banks

was greater than their subscribed capital. Accordingly,

in 1947 the Board used the authority contained in section 162
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thus accomplishing the same results as were accomplished
by payment of a franchise tax. This procedure, however,
in no way affected the amount of dividends paid on the
stock of Federal Reserve Banks since all member banks,
as provided by statute, receive annually a dividend of
six per cent on their paid up stock in the Federal Reserve
Banks.

The Board has been mindful of the importance of af-
fording every protection to member banks and the nation's
financial system, and the Board is convinced that the pay-
ment of the specified interest charge by the Reserve Banks
is thoroughly consistent with such protection.

For your further information there is enclosed a copy
of the press release, dated April 230 1947, which explains
more fully the action taken by the Board at that time.

Approved unanimously.

Memorandum dated February 4, 1954, from Mr. Shay, Assistant

Counsel, Legal Division, recommending that the Board's Employment Security

Regulations, adopted May 27, 1953, and amended November 18, 1953, be

further amended as follows, effective immediately, so as to follow the

Pattern of a sample regulation issued by the Department of Justice:

1. By inserting after the words "national agency
check" in the second sentence of subsection (b) of sec-
tion 4 the language "(including a check of the fingerprint
files of the Federal Bureau of Investigation)".

2. By deleting from subsection (a) of section 5 the
words "subdivisions 2 through 7 of".

3. By adding at the end of section 9 a new subsection
(1) as follows:

"(1) Hearings shall be private. There shall be

present at the hearing only the members of the hear-
ing board, the stenographer or stenographers, the
employee, his counsel, Board of Governors employees
concerned, and the witnesses. Witnesses shall be

present at the hearing only when actually At
testimony."

Approved unanimously.

400

Secretary
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