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Mr# En t r i ken : 

The Chairman read par t of the attached 
statement a t the hear ing "before the Senate Banking 
and Currency committee t h i s morning and submitted 
the e n t i r e statement f o r the record* 

G.B.Y 
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COST OF FEDERAL RESERVE BRAIIC5 BAM BUILDUPS 

I have previously cal led attent ion to the urgent need for 
addit ional space at the "branches of some of the Federal Reserve Banks. 
The present law provides a l imi ta t ion of $250,000 on the cost of any 
branch "bank "building erected "by an̂ r Federal Reserve Bank. This l i m i -
tat ion applies only to the cost of the "building proper and not to the 
cost of the land or the cost of vaults, permanent equipment, furnish-
ings and f ix tures . The l imi ta t ion l ikewise applies only to the cost 
of "branch "buildings of the Federal Reserve Banks and not to the i r head 
of f ice "buildings. 

I t w i l l "be recal led that a provision which would have repealed 
this l im i ta t ion on the cost of Federal Reserve "branch buildings was conr-
sidered in connection with leg is la t ion authorizing the direct purchase 
of Government securit ies from the United States Treasury and i t is my 
understanding that th is Committee took action at that time favoring the 
repeal of this l imi ta t ion . However, the provision for such repeal was, 
at our request, not included in the leg is la t ion on direct purchases of 
Government securities "because we understood that the proposal probably 
would not "be acceptable to the House. 

I am now informed, however, that the House Banking and Currency 
Committee is favorable to leg is la t ion which would permit the Board of Gov-
ernors to approve expenditures for buildings for branches of the Federal 
Reserve Banks, in those cases in which the needs are most urgent, up to a 
to ta l aggregate amount not exceeding $10,000,000 for the cost of the bui ld-
ing proper. Legislat ion of this kind would solve our problem for the im-
mediate future arid, accordingly, the Board urgently recommends that such 
leg is la t ion be promptly considered. I have avai lable for the Committee a 
draft of a b i l l which would accomplish this purpose. 

The Board has made a careful review of the needs of the branches 
of the Federal Reserve Banks for additional space, and the needs of a few 
of them are so urgent that a serious si tuat ion w i l l develop i f steps to 
provide adequate quarters are not taken immediately. The Board considers, 
therefore, that i t is of the utmost importance that action to remedy this 
si tuat ion be taken at the present session of Congress. 

Since the adoption of the present statutory l imi ta t ion on the 
cost of Federal Reserve Branch buildings in 1923 and par t icu la r ly during 
the war, the operations of the 2k branches of the Federal Reserve Banks 
have great ly increased and there has been a corresponding increase in the 
space required. The largest single factor in this expansion has been a 
tremendous increase in the volume of f i s c a l agency operations performed 
for the Treasury Department and other Government departments and agencies. 
There have also been very large increases in currency and coin transactions, 
check collections, and other operations of the Reserve Banks and thei r 
branches. 
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Should leg is la t ion permitt ing new construction at the branches 
"be adopted, the Board w i l l not authorize any substantial construction at 
any branch, except i n urgent cases, u n t i l there i s a more p l e n t i f u l sup-
ply of labor and materials and the timing of the construction is in har-
mony with the postwar program par t icu la r ly for veterans1 housing. 

The need fo r prompt action is i l l u s t r a t e d by the following cases; 

The Portland branch is housed in two rented buildings one of 
which, e f fect ive January 1, 1948, has been leased on a long-term basis 
to another tenant. The lease on the fcther building, in which the main 
of f ice of the branch is located, can be cancelled by the owner on 6 months1 

notice, and, without giving formal notice of cancellation, the owner has 
requested the release of certain space as soon as possible and the entire 
quarters at the end of 1947• The Bank has verbal assurance, however, that 
i f the-building program of the branch is being act ive ly carried out, the 
owner of the building w i l l not require the release of the space now oc-
cupied u n t i l the new building is ready for occupancy. There is no suitable 
space avai lable in Portland with adequate vault f a c i l i t i e s for the oper-
ations of the branch* Even i f other space could be rented, the cost 
of providing vaults and other adequate f a c i l i t i e s would be unreasonably 
h i ^ i . I f ef fect ive steps to provide additional quarters are not taken 
promptly, i t may be necessary to transfer a substantial part of the 
operations of the Portland branch to San Francisco or Seattle with great 
inconvenience to the t e r r i t o r y served by the branch. The branch now has 
238 employees as compared with 91 at the end of 194-0. 

A somewhat similar s i tuat ion exists at the Seattle branch. 
That branch occupies quarters in three buildings, the leases on which 
expire in September 1949 and February 1951* She vaults are inadequate 
and the c le r ica l working quarters are overcrowded. The owner of the 
building in which the pr incipal off ices of the branch are located re -
quires additional space and has already taken over part of the area i n 
i t s bui lding formerly occupied by the branch. Ho other suitable space 
having adequate vaults is available in Seatt le. The Seattle branch now 
has 299 employees as compared with 118 at the end of 1940* 

The Los Angeles branch owns a building containing 92,000 
square feet gross area but i t s operations have expanded to such as 
extent that i t now rents 32,000 addit ional square feet of space. The 
lease on this space espires in June 1950 but the owner has an option 
to require the surrender of part of the space on 30 days1 notice. The 
Bank knows of no other suitable space available with adequate vaults. 
In f ac t , the vault f a c i l i t i e s now avai lable are en t i re ly inadequate and 
i t is urgent that addit ional permanent vault f a c i l i t i e s be provided. 
There are now 575 employees at the branch as compared with 217 at the end 
of 1940. 
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The Cincinnati "branch now occupies space in a "building on a s i te 
owned by the Federal Reserve Bank of Cleveland* The lease on these 
quarters expires i n Apr i l 1952. The Bank now has an opportunity to purchase 
the "building on a very favorable "basis which is approximately the cost of 
construction in 1927, less normal depreciation. The Bank has given very 
careful consideration to the advisabi l i ty of purchasing a lot and construct-
ing a new "building thereon "but a very substantial saving could "be effected 
by purchasing the bui lding now occupied which is f u l l y adequate for the pur-
poses of the branch. While the l i m i t a t i o n contained in the law speci f ica l -
l y applies only to new construction, the Board has withheld action in this 
case pending the consideration by the Congress of the proposed amendment. 

Many of the branches in other d is t r ic ts are in need of additional 
space but the i r requirements are not as urgent as those referred to above. 
Among these are the branches at Detro i t , Jacksonville, Birmingham, Louis-
v i l l e and Baltimore. 

We have endeavored to ascertain the extent to which labor and 
materials that would go into the construction of buildings for Federal Re-
serve branches would be of the kind used in resident ia l housing, par t icu lar -
l y veterans1 housing. We have talked with a member of one of the for emost 
architectural firms in the country and with the Vice President of one of our 
largest construction companies and they advise that many of the materials 
going into the construction of branch buildings, such as stone, s tee l , 
aluminum and bronze work, are not used to any extent in veterans1 housing 
and tha t , speading generally, not more than 15 to 18 per cent of the material 
going into branch buildings would be used in the construction of veterans1 

housing. They say that most of the material that would be u t i l i z e d in 
both types of construction is p las ter , concrete, and wood. On the last 
two items, the supply si tuat ion has improved. Plumbing f ixtures used in 
veterans1 housing are of a d i f ferent grade than would be used i n branch 
buildings. There would not be much overlap in the so-called m i l l work. We 
were also advised that a large part of the labor, probably 75 per cent, 
that would be u t i l i z e d in constructing branch buildings would not be of 
the kind that would be used in veterans1 housing. 

I may also say that since construction of Federal Reserve 
branch buildings under the $10,000,000 authority now proposed would be 
spread over several years and no construction except of an urgent char-
acter would be undertaken in the immediate future, the inf la t ionary e f -
fect of such construction would be negl igible. According to a report from 
the Department of Commerce, to ta l construction a c t i v i t y in the United States 
during 1946 amounted to $15,667 f000,000. The construction proposed at 
Federal Reserve branches would be an extremely small f ract ion of one per 
cent of this amount. 

I n view of the urgency of this s i tuat ion, I hope that this 
Committee w i l l give prompt consideration to this matter and that the pro-
posed leg is la t ion can be enacted by Congress at i t s present session. 

6/25/47 

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




