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B O A R D OF GOVERNORS 

OF THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date August S2, 1945« 

Chairman Icoles Subject: Discussions regarding liquidation 

phase of V and T loan program* _ _ From Mr* Test 

I think you will be interested in the attached memorandum 
regarding a preliminary discussion between members of the Board

f

s 
staff and the armed services as to turning over to the Federal 
Reserve System more authority in connection with the liquidation 
phase of the 7 and T loan program. We expect to have further 
discussions of the matter after the Navy has made a preliminary 
draft of the proposals. 
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B O A R D O F G O V E R N • R S 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date August si, 1945 
General Files Subject! Extension of authority of 

Federal Reserve Banks with, respect 
ip

X
0m Mr« Hackley to liquidation of guaranteed loans. 

A conference was held this afternoon for a preliminary dis-
cussion of a proposal made by the Navy Department for turning over to 
the Federal Reserve Banks authority with respect to the liquidation of 
outstanding guaranteed loans. Those present were: Lieutenant Colonel 
Bachman of the War Department, Commander Welles, Lieutenant Commander 
Cook and Lieutenant Chase from the Navy Department, Lieutenant Commander 
Griffith from the Maritime Commission, and Mr. Smead, Mr. Yest and Mr. 
Hackley from the Board. 

Briefly stated, the Navy Departments proposal is simply that 
the Services would delegate to the Federal Reserve Banks additional au-
thority to take all actions necessary for the orderly liquidation of 
outstanding guaranteed loans» It is contemplated that the proposal 
would not be put into effect until after 90 or 120 days, depending 
upon the volume of business which develops. The authority given to 
the Federal Reserve Banks would be broad and would require matters to 
be submitted to Washington for approval only in connection with im-
portant policy questions where uniformity among all the Federal Reserve 
Banks is desirable. It was agreed, however, that, while the delegation 
would be extensive, those cases in which the Federal Reserve Banks 
could not act without the approval of the Guarantor would be clearly 
defined. 

As a result of the additional delegation of authority to 
the Reserve Banks, the proposal contemplates that there would be a 
reduction in personnel among the Services in Washington. One possi-
bility suggested was that representatives from the Navy or possibly 
from each of the three Services might have offices in the Federal 
Reserve Building and that these representatives might act as a liaison 
group and expedite the handling of any matters which might be required 
to come to Washington for approval. Such representatives would have 
authority to commit the Services as Guarantors. 

The Navy agreed to prepare a draft of an outline of the pro-
posal wkiieh will be submitted to Lieutenant Colonel Bachman and dis-
cussed with other officers in the War Department. Copies of the draft 
will also be circulated to the other Services and to the Board. 

During the discussions, Colonel Bachman referred to the fact 
that the Army intends to eliminate all liaison officers in the field 
as soon as practicable» 
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