
February 14, 1947. 

Chairman Ecc l es : 

I understand t h a t a ques t ion was ra i sed w i t h 
you as t o the reasons why the |250,000 l i m i t a t i o n 
on the cost o f Fede ra l Reserve branch b u i l d i n g s 
was p laced i n the law. Mr. Hackley has prepared 
the a t t ached memorandum s e t t i n g f o r t h a b r i e f 
h i s t o r y o f t h i s s u b j e c t . 
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HISTORY OP STATUTORY PROVISION LIMITING 

COST OF FEDERAL RESERVE BANK BRANCH BUILDINGS 

The p r o v i s i o n o f t h e Federal Reserve Act l i m i t i n g the cost 
o f Federal Reserve Bank branch b u i l d i n g s was o r i g i n a l l y enacted on June 
3, 1922. I t r e s u l t e d f rom the f a c t t h a t dur ing 1921 t he re had appeared 
a number o f a r t i c l e s i n newspapers charg ing the Federa l Reserve Banks w i t h 
was t ing p u b l i c moneys through payment o f ext ravagant s a l a r i e s and con-
s t r u c t i o n o f l a r g e b u i l d i n g s . Foremost among t he a t t a c k e r s was John 
Ske l ton W i l l i a m s , then Comptrol ler o f t h e Currency* I n October, 1921, 
the Senate had passed a r e s o l u t i o n c a l l i n g on t h e Board t o f u r n i sh i n -
fo rmat ion w i t h respect t o Reserve Bank s a l a r i e s and expendi tures f o r 
b u i l d i n g s * 

There was then pending i n Congress a b i l l t o add a ttdirt farmer11 

t o the membership o f the Board* Dur ing debates on t h a t b i l l Senator 
Overman expounded a t l eng th on the a l l e g e d extravagance o f the Federal 
Reserve Banks and asser ted t h a t t he r e c e n t l y completed b u i l d i n g o f t he 
Federal Reserve Bank o f New York had cost more than the Cap i t o l i n 
Washington. On the same day Senator H a r r i s in t roduced an amendment t o 
the pending b i l l p r o v i d i n g (as l a t e r pe r fec ted ) t h a t a Federal Reserve 
Bank should have no a u t h o r i t y t o make any con t rac ts f o r t h e e r e c t i o n 
o f any b u i l d i n g s i n excess o f |250,000 w i t h o u t the prev ious consent 
o f Congress• 

I n ensuing debates on the b i l l , Senators Smith and H e f l i n 
j o i n e d i n the a t t ack * Senator Glass made an eloquent defense, p o i n t i n g 
out t h a t Reserve Bank s a l a r i e s and the costs o f t h e i r b u i l d i n g s were 
o n l y comparable t o s a l a r i e s paid by la rge commercial banks and t o the 
cost o f b u i l d i n g s o f f o r e i g a c e n t r a l banks. When Senator Ha r r i s * amendment 
was voted on, t he V ice-Pres iden t thought t h a t t he ^nays* seemed t o p r e -
v a i l ; bu t on a f u r t h e r vote by show o f hands the amendment was adopted 
by a vo te o f i|D t o 33* The p r o v i s i o n i n ques t ion was approved by t he 
House of Representat ives a l though i t was s t r o n g l y opposed by the House 
Banking and Currency Committee. 

As o r i g i n a l l y enacted, the p r o v i s i o n r e l a t e d t o any Federal 
Reserve Bank b u i l d i n g . However, by Act o f February 6 , 1923* i t was 
amended to app ly on l y t o branch b u i l d i n g s and o n l y t o t h e cost o f the 
b u i l d i n g p roper , exc lus i ve o f v a u l t s and equipment. I t i s no t apparent 
why the l i m i t a t i o n was made app l i cab le on l y t o branches, bu t presumably 
i t was because a l l t he Federal Reserve Banks had completed cons t ruc t i on 
o f t h e i r head o f f i c e b u i l d i n g s by the t ime o f enactment o f t he 1923 
amendment. 
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