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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, April 22, 1954. The Board met

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

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

Mr. Carpenter, Secretary

Mr. Johnson, Controller

The Secretary reported a telephone conversation with President

Young, Chairman of the Conference of Presidents of the Federal Reserve

Banks, in which the latter stated that if agreeable to the Board the

next Presidents' Conference would meet in Washington on Monday, June 21,

and the annual meeting of the Board of Trustees of the Retirement System

would be held on the morning of Tuesday, June 22, with the afternoon of

that day being used to complete the agenda of the meeting of the Presi-

dents' Conference, so that the meeting of the Federal Open Market Com-

mittee could be held on the morning of Wednesday, June 23, and the joint

meeting of the Presidents and the Board on the afternoon of that day.

The members of the Board in-

dicated that the arrangement pro-

posed by President Young would be

satisfactory to them.

Before this meeting the Chairman had distributed to the members

Of the Board copies of the report made by Arthur Andersen & Co. of the

audit of the Board's books and accounts for the year ended December U,

1953. The report stated that the examination was made in accordance with
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generally accepted auditing standards and accordingly included such

tests of accounting records and other auditing procedures as the firm

considered necessary in the circumstances, and that in the opinion of

the firm the accompanying balance sheet and statement of income and

expenses presented fairly the financial position of the Board as of

December 31, 1953, and the results of its operations for the year then

ended and were prepared in conformity with generally accepted accounting

Principles. Accompanying the report was a memorandum which referred to

the firm's general review during the audit of the Board's system of in-

ternal control and accounting procedures and made a number of minor sug-

gestions for further improvement of the existing controls and procedures

Which the firm considered to be adequate.

At this meeting Mr. Johnson commented on each of the firm's

suggestions and the plans for putting them into effect. In the ensuing

discussion of the report and memorandum, Chairman Martin stated that

When arranging for the audit he made it clear to representatives of

Arthur Andersen & Co. that they should make the audit as extensive Or in

such a manner as appeared to them to be desirable and that the Board

Would not want to place any restrictions on the firm as to the scope of

the audit or the manner in which it was conducted.

There was unanimous agreement

that a similar understanding should

be had in connection with future

audits.
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Chairman Martin Martin then referred to the statement in the Board's

Annual Report covering operations for the year 1953 that the accounts

of the Board for that year were being audited and that when the audit

was completed copies of the certificate of the auditors would be for-

warded to the Banking and Currency Committees of the Senate and House

of Representatives. It was agreed that the audit report should be

sent by Chairman Martin to the Chairmen of the two Banking and Currency

Committees but that since the memorandum of suggestions referred to

very minor matters on which there was no question, copies of the memo-

randum should not be sent.

Accordingly, unanimous approval

was given to letters to the Chairmen

of the Senate and House Banking and

Currency Committees reading as follows:

The Fortieth Annual Report of the Board of Governors

of the Federal Reserve System, a copy of which was forwarded

to you on March 4, 1954, stated that the accounts of the

Board for the year 1953 were being audited by the public

accounting firm of Arthur Andersen & Co., whose certificate

was not available in time for publication in the Annual Re-

port, but that when the audit was completed, a copy of the

certificate would be forwarded to the Banking and Currency

Committee of the Senate (House of Representatives).

The audit of the Board's accounts has now been com-

pleted, and a copy of the auditors' report, including the

certificate and the accompanying financial statements as of

December 31, 1953, is enclosed.

The meeting then adjourned. During the day the following addi-

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

Federal Reserve System on April 21, 1954, were approved unanimously.

Letter to The Exchange National Bank of Atchison, Atchison,

Kansas, reading as follows:

The Board of Governors of the Federal Reserve System

has given consideration to your application for fiduciary

powers and grants you authority to act, when not in con-

travention of State or local law, as executor, administrator,

and guardian of estates, the exercise of all such rights to

be subject to the provisions of the Federal Reserve Act and

the regulations of the Board of Governors of the Federal Re-

serve System.
A formal certificate indicating the fiduciary powers

which The Exchange National Bank of Atchison is now author-

ized to exercise will be forwarded to you in due course.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of Kansas City.

Letter to the Presidents of all Federal Reserve Banks reading

as follows:

The Board's letter of October 28, 1952 (S-1478; FRLS #3016),

with respect to comments and recommendations requested by the

Comptroller of the Currency as to organization of national

banks contains the following paragraph:
"The Reserve Bank's views and recommendation should

be communicated only to the Board since the matter at

that stage is still in the process of System consider-

ation. No information as to the nature of the Reserve

Bank's recommendation should be given to the applicant

or any other person."
The purpose of the provisions of this paragraph was two-

fold. First, the recommendation of the Reserve Bank, if

known, might be urged upon the Comptroller of the Currency

by the proponents or opponents of the application and, second,

it was desired that the recommendations of the respective in-

vestigating agencies to the Comptroller of the Currency should

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



642

4/22/54 -5-

represent their independent judgment based upon the facts
as found rather than a uniform recommendation from all

investigating agencies reached after agreement of their

representatives in the field.
Since the letter was issued a number of questions

have arisen as to the extent to which the representatives

of the investigating agencies, who frequently operate

jointly, may compare notes and discuss their findings.

As stated, one of the purposes of the paragraph

quoted above was to enable the Board to base its comments

and recommendations to the Comptroller upon the inde-

pendent findings and conclusions of the examiner and the

Reserve Bank. The practice of communicating those con-

clusions to the other field representatives, either be-

fore or after submission to the Board of Governors, might

affect the independence of judgment of one or more of the

investigating agencies, and might also be a source of

embarrassment or friction if the Board's recommendation

to the Comptroller differed from that of the Reserve Bank,

or if the decision of the Comptroller differed from the

recommendation of his field representative.

However, the Board considers the officers of each

Reserve Bank to be in the best position to decide what

steps are necessary to maintain harmonious relations among

the field representatives of the three Federal agencies

and at the same time to provide the Board with independent,

objective reports and recommendations. Consequently, the

Board will rely upon the Reserve Banks' judgment as to the

extent to which there should be exchange of information

and of preliminary views on matters under investigation.

To this extent, the position taken in October, 1952, is

modified.

Approved unanimously.

Memorandum dated April 19, 1954, from Mr. Nelson, Assistant

Director, Division of Examinations, commenting on an attached letter

dated April 14, 1954, from Mr. Wiltse, Vice President of the Federal

Reserve Bank of New York, submitting the request of Bankers Trust

Company, New York, New York, for informal approval of its proposal to
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assume the deposit liabilities ($73.6 million) of the 11 New York

City offices and acquire an equal amount of assets of the Industrial

Bank of Commerce, New York, New York, an insured nonmember bank.

These offices of the Industrial Bank of Commerce would be continued as

branches of the Bankers Trust Company, which at the present time has

17 branches. A branch of the Industrial Bank located in Yonkers would

not be taken over and presumably would be liquidated. It was the re-

commendation of the Federal Reserve Bank of New York that the Board

give its informal approval to the proposed acquisition, as required

under section 18(c) of the Federal Deposit Insurance Act, subject to

the submission in due course of detailed information on the contracts

involved, an application for the Board's formal approval of the acqui-

sition, and an application for the Board's approval of the establishment

of the 11 branches in New York City.

The Division of Examinations recommended that the Reserve Bank

be advised informally that favorable consideration would be given the

proposal, provided leaseholds acquired were not capitalized and that

leasehold improvements were not placed upon the books of Bankers Trust

Company at amounts in excess of depreciated values for Federal income

tax purposes.

Approved unanimously.
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Sec etary
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