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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Friday, March 60 1942, at 10:40

a.m.

PRESENT: Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. Draper

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Myatt, General Counsel
Mr. Leonard, Assistant Chief of the

Division of Examinations
Mr. Knapp, Junior Economist in the

Division of Research and Statistics

Mr. Szymczak stated that the Chairman was advised yesterday

by Secretary Morgenthau that it had been decided that it would be

17 to to evacuate immediately from military areas on the Pacific Coast

a large number of persons who might be unfriendly to the United States

and that this mould involve the very urgent question of the disposition

or care of the property of the evacuees. He said that, following a

conference with the President, the Secretary of the Treasury called

Chairman Eccles yesterday and asked him to meet with Mr. Foley, General

Counsel of the Treasury, and Mr. Pehle, Assistant to the Secretary of

the Treasury, for a discussion of the part that the Federal Reserve

sank of San Francisco might play as fiscal agent for the Treasury in

the handling of the property of evacuees; that the task would involve,

at least in the beginning, the Federal Reserve Bank of San Francisco

and its branches at Los Angeles, Seattle, and Portland; that Mr. Foley
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had stated during the conference yesterday afternoon that the Federal

Reserve Banks would be reimbursed for all expenses incurred in connec-

tion Wit}- the activity; and that it was anticipated the Treasury would

issue formal authorizations to the Federal Reserve Bank of San Fran-

cisco to do the work. Mr. Szymczak went on to say that the Secretary

of the Treasury had suggested that a member of the Board of Governors

go to the Pacific Coast so that the Board might have close contact with

the whole operation and that, in conference with Chairman Eccles yes-

terday, it was decided that he (Mr. Szymczak) would leave for the

Coast tomorrow in an Army plane with Mr. McCloy, Assistant Secretary

Of War, four representatives of the Treasury, and several Army offi-

cers,

Mr. Szymczak then read the following memorandum which had been

Prepared at the Treasury:

"SUGGESTED PROGRA1 FOR THE FEDERAL RESERVE BANK
OF SAN FRANCISCO AND OTHER PUBLIC AGENCIES TO
DEAL l'aTH PROPERTY OF EVACUEES FROM PACIFIC

COAST MILITARY AREAS 

"The success of the proposed program will depend up-
on placing complete responsibility for its execution in a
responsible rest Coast agency acting under the general di-
rection of the local military authorities.
"I. - fs2pe of Problem:

"The evacuation on short notice of tens of thousands
of persons from Military Areas on the Pacific Coast raises
serious problems in connection with the liquidation of their
Property holdings and the protection of the property of
such persons against fraud, forced sales, and unscrupulous
creditors. Obviously the emergency will cause financial

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



425

3/6/42 -3-

"loss to the group involved. However, the following pro-
gram is intended to accord to this group reasonable pro-
tection of their property interests consistent with the
war effort.
"II. - Legal Authority:

"Since the program is one basically to assist the
evacuee in the liquidation of his property, it is expected
that in most instances the evacuee will voluntarily avail
himself of the facilities afforded by this program. Gov-
ernmental sanctions will be necessary to deal with credi-
tors and others who seek unfair advantage of the evacuees.
There is ample legal authority now vested in the military
authorities and in the Treasury Department which can be
delegated to such test Coast agency to deal with this
problem without necessity of obtaining further legislation
or new executive orders.

"III. - Administration of Program:
The nature and urgency of the situation, coupled

with the large volume of transactions that will require
Prompt handling, necessitates the program's being ad-
ministered by an agency on the West Coast cloaked with
full authority to act without reference to Washington.
The over-all control of all aspects of the evacuation
nust obviously rest in the military authorities. Sub-
ject to this over-all control by the Army, the direct
responsibility for the execution of the property aspects
of the program should be placed in the Federal Reserve
Bank of San Francisco, which has branch offices in Los
Angeles, Seattle, and Portland. The Federal Reserve
Bank will be in a position to obtain the cooperation of
other Government agencies, and of well-known and experi-
enced individuals and institutions in the various com-
munities throughout the West Coast area. This coopera-
tion, together with the established integrity and ability
of the Federal Reserve Bank, will enlist the confidence
of all of the affected groups and discourage gouging by
creditors or other self-seeking interests.

"The Federal Reserve Bank will also work in close
liaison with the Federal Security Agency, the United
States Department of Agriculture, and other Federal,
State, and local public agencies that can be of assist-
ance in dealing with the property during the course of its
liquidation. These agencies will undoubtedly be called
Upon by the military authorities to handle other aspects
of the evacuation problem, such as the transportation
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'and resettlement of the evacuees, and their reemployment
in new areas.

"The Federal Reserve Bank of San Francisco, which is
the fiscal agent of the Treasury Department, will be clothed
With ample authority to execute the program. The Treas-
ury Department will lay down the broad principles and ob-
jectives of such program as well as the general procedure
to be followed. The Department will also furnish the San

Francisco Bank by airplane with the requisite number of
trained experts to assist in working out the details of
the program in the field and to participate in its execu-
tion. If need be the Department is in a position to pro-
vide the San Francisco Federal at once with 100 or more
men for this purpose.

"The keynote of this program is speed. It is believed
that it can be put in operation by Monday, March 9, 1942.
"IV - aujjx_s_rszcjat•eflpa•

"A. Properly staffed offices under the direction of
the San Francisco Federal Reserve Bank will be opened at
once in the local communities from which evacuees will be
moved.

"B. Announcement will be made throughout the area
by the Federal Reserve Bank of San Francisco that its rep-

resentatives in these offices are prepare d to assist evacuees
With the problem of liquidating their property and protect-
ing them against those seeking to take unfair advantage of
their plight.

"C. These representatives will assist in putting the

evacuees in a position to obtain buyers, lessees, and other
users of their property on fair terms. In cases where the

evacuee is unable to select his own agent to dispose of his
Property, the Federal will be prepared to act as agent for
the evacuee under a power of attorney or similar arrange-
ment and take steps to liquidate the property on fair terms.

"D. Evacuees threatened by creditors will be en-
couraged to come to the representatives of the Federal
for advice and guidance. The Federal representative will
also discuss the matter with the creditor with the view
to working out a fair settlement and limiting the remedies
that may be pursued by the creditor who threatens unfair

action. By and large the mere existence of this program
of helping evacuees will eliminate or forestall most of
the sharp practices that are now feared.
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"E. In some cases the property of the evacuee may
be such that its real value can only be realized at a
future time, e.g., Japanese novelties. In such cases
the Bank's representative assist the evacuee in ar-
ranging for the storage of such property if that is the
wish of the evacuee.

"F. On agricultural properties the Bank's repre-
sentative, with the assistance of representatives of the
U. S. Department of Agriculture, will attempt to arrange
for the leasing or sale of such property or if need be
for the growing of the crops, with a view to preventing
their loss through inattention.

"G. The Federal Reserve Bank of San Francisco and
its representatives will be cloaked with adequate author-
ity to cope with problems arising on the basis of existing
circumstances. The program will be flexible and at all
times the Bank will attempt to keep matters on a voluntary
basis, satisfactory to the evacuee. V,here these efforts
fail it may be necessary for the Bank's representative to
step in and take the property over for the purpose of ob-
taining a fair and reasonable liquidation.

"It is expected that the setting up of this program
and the accordance to the evacuees of facilities for the

liquidation of their property should greatly expedite the
departure on a voluntary basis of the evacuees from the
military area."

In the discussion of the memorandum, Mr. Szymczak stated that

it might be necessary to draft Mr. Craft, who had severed his connec-

tion as Assistant Manager of the Los Angeles Branch, for this new work.

It Was also suggested that it might be desirable to call upon other

Federal Reserve Banks to furnish personnel for the work. Mr. Szymczak

also said that he would like to have a member of the staff follow him

to the Coast to assist in the work and possibly remain there for a

time following his (Mr. Szymczak' ) return to Washington. The members

of the Board were in agreement that, while the service requested of
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the System was a difficult one, they appreciated the confidence this

reposed in the System's organization and ability, and that every pos—

sible effort should be made to meet the responsibility fully.

Secretary's note: Following the meeting,
arrangempnts were made to have Mr. Pollard,
Federal Reserve Examiner, go to the Coast
for the purpose stated.

In a discussion of the legal authority under which the Fed—

eral Reserve Bank of San Francisco would act, it was understood that

MI% Wyatt would discuss this matter with Mr. Foley and advise Mr.

SzYlliozak of the results of the discussion. Mr. Szymczak also requested

141'. Knapp to give him a memorandum of such matters relating to frozen

funds control as might have a bearing on the administration of the

Property of evacuees.

It was made clear during the discussion that the War Department

would be responsible for actual evacuation from the military areas and

that the responsibility of the Federal Reserve Bank would be related

(3111Y to the administration of property of evacuees.

There were presented telegrams to Mr. Young, President of the

Federal Reserve Bank of Boston, Messrs. Sanford and Post, Secretaries

of the Federal Reserve Banks of New York and Philadelphia, respectively,

lir- Bowman, Assistant Vice President of the Federal Reserve Bank of

Atlanta, and Messrs. Dillard and Hale, Secretaries of the Federal Re—

serve Banks of Chicago and San Francisco, respectively, stating that

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



449

3/6/42 -7-

the Board approves the establishment without change by the Federal

Reserve Bank of San Francisco on March 3, by the Federal Reserve Banks

of New York, Atlanta, Chicago, and San Francisco on March 5, 1942,

and by the Federal Reserve Banks of Boston and Philadelphia today, of

the rates of discount and purchase in their existing schedules.

Approved unanimously.

At this point, Messrs. Wyatt, Leonard, and Knapp left the

meeting, and the action stated with respect to each of the matters

hereinafter referred to was then taken by the Board:

Memorandum dated March 5, 1942, from Mr. Vest, Assistant Gen-

eral 
Counsel, reading as follows:

"Under date of February 28, 1942, the Board ad-
dressed a letter to the Civil Service Commission asking
its opinion on the question, among others, whether em-
ployees of the Board who are not members of the Federal
Reserve Retirement System were automatically covered
Into the Civil Service Retirement System by the Act of
January 24, 1942.

"In accordance with the action taken by the Board
at its meeting on February 27, 1942, there is attached
hereto a letter addressed to the Treasurer of the United
States enclosing the Board's check to the Civil Service
Retirement and Disability Fund in the amount of !100.94,
representing deductions made from the salaries of certain
named employees for the period January 24 to February 28,
1942. The attached letter names all of the employees of
the Board from whose salaries such deductions have been
made except two temporary employees, i.e. C. R. Harley
and Mary Holmes. These two have not been included in
the letter for the following reasons.

"Both of these employees were employed on a tempo-
rary basis. However, it is understood that the Board
has taken action placing these employees on a permanent
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"basis at an early date, and both of them have passed
the necessary physical examination for this purpose. It
IS also understood that each of these employees has been
consulted and has voluntarily expressed a preference to
be placed in the Federal Reserve Retirement System rather
than the Civil Service Retirement System.

"While in my opinion these employees, like temporary
or part-time employees of the Board who were not in the
Federal Reserve Retirement System on January 24, 1942,
were brought under the Civil Service Retirement Act on
that date, in view of the circumstances above stated it
is improbable that any objection will be raised if the
law is not followed literally in this instance and they
are placed under the Federal Reserve Retirement System.
If this is done, it will be in order to return to them
the deductions withheld from their salaries on account
Of the Civil Service Retirement System.

"In addition to the deductions made from the salaries
of the employees referred to above, deductions have also
been made since January 24th from the salaries of the
Board Members for the purpose of the Civil Service Re-
tirement Act. When the President has signed the bill
now pending before him which, in effect, excludes Board
Members from the Civil Service Retirement Act, it would
seem to be in order to return these deductions to the
Board Members."

The letter to the Treasurer of
the United States referred to in the
memorandum was in the following form:

"There is enclosed herewith a certificate of deposit
together with the Board's check in the amount of P100.94,
payable to the Civil Service Retirement and Disability
Fund. This amount represents deductions made at the rate
of 3-1/2 per cent from the salary of the following named
employees of the Board for the period from January 24,
1942 to and including February 28, 1942.

Hermberg, Paul 17.26
Perloff, Harvey S. 13.70
Miles, Maria D. 6.04
Chase, G. Howland 23.04
Entriken, Samuel E. 8.63
Lamb, Ruth S. 5.25
Sullivan, Mary Alice 2.52
Hansen, Alvin H. 24.50

100.94
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"The question as to the applicability of the Civil
Service Retirement Act to these employees has been pre-
sented to the Civil Service Commission and until the
Civil Service Commission passes upon the matter future
deductions from the salary of such employees in the per-
centages required by the Civil Service Retirement Act
Will also be paid to the Civil Service Retirement and
Disability Fund. Moreover, some of the abovenamed em-
?loyees are on a temporary or intermittent basis and
in the event the Civil Service Commission should deter-
mine that such employees are subject to the Retirement
Act it is possible that they may be excluded therefrom
by action of the President because their employment is
intermittent or of uncertain duration.

"In the event the Civil Service Commission determines
that any of the abovenamed employees were not automatically
brought within the Civil Service Retirement Act by the
Act of January 24, 1942, or should any of the above-named
employees be later excluded from the provisions of such
Act by action of the President, applications for refund
of deductions made and paid to the Civil Service Retire-
ment and Disability Fund will be made in each such case.
It is our understanding that an application in any such case
mould be granted."

Approved unanimously.

Letter to Mr. McLarin, President of the Federal Reserve Bank

of Atlanta, reading as follows:

"Referring to your letter of February 11, 1942,
the Board of Governors approves the change in the per-
sonnel classification plan of your Bank involving the
establishment of the position of Chief File Clerk, maxi-
mum annual salary t1,800.

"For the reasons discussed with you while you were
in Washington, the Board is not milling to approve an
increase in the maximum annual salary for the position
of Chief Telegraph Operator. However, in accordance
With your verbal request, the Board approves the payment
of a salary to the Chief Telegraph Operator at the rate
of 42,520 per annum, which is M.20 in excess of the maxi-
mum annual salary provided for this position in the per-
sonnel classification plan of your Bank."

Approved unanimously.
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Letter to Mr. Young, President of the Federal Reserve Bank

of Chicago, reading as follows:

"Referring to your letter of February 26, 1942, the
Board of Governors approves the appointment of Mr. John
K. Langum as Manager of the Research and Statistics De-

partment."

Approved unanimously.

Letter to Mr. Young, President of the Federal Reserve Bank of

B°ston, prepared in accordance with the action taken at the meeting

of the Board on February 27, 1942, and reading as follows:

"With your letter of July 29, 1941, you enclosed
a copy of a letter which you had received from Mr. Merrill

Griswold, Chairman of the Board of Trustees of Massa-

chusetts Investors Trust, and a copy of a memorandum re-
ferred to therein dealing with a suggested amendment to
Regulation R which would permit officers, directors and

employees of open-end investment companies to serve as
Officers, directors and employees of member banks. You
concluded your letter with the statement that your bank
would see no objection to permitting such relationships,
Provided, of course, that the investment companies are
not otherwise engaged in underwriting or distributing

securities.
"The matter has been studied in some detail, and

the Board is of the opinion that it would not be desir-
able at this time to make the suggested amendment. It
Will be appreciated if you will advise Mr. Griswold."

Approved unanimously, with the
understanding that a copy of the letter
would be sent to the Presidents of the
other Federal Reserve Banks.

Telegram to Mr. Swanson, Vice President of the Federal Reserve

Bank of Minneapolis, reading as follows:

"Your wire February 25. While extra allowance on
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"trade-in may reduce deferred balance aue on purchase of
automobile, this deferred balance must be scheduled as
required in section 4(d) and extra allowance may not be
used to omit any monthly instalment. Principle is similar
to that involved in W-60."

Approved unanimously.

Letter to Mr. Woolley, Vice President of the Federal Reserve

Bank of Kansas City, reading as follows:

"This is with reference to your letter of February
24, 1942, asking about the application of Regulation V;
to credit sales of evaporative air coolers of the type
manufactured by the Essick Manufacturing Company.

"It is the opinion of the Board that this product
13 not included in any of the classes of listed articles
in the Supplement. This opinion is based on the fact
that the product does not have a refrigerating unit
Which is the characteristic feature of articles commonly
referred to as room unit air conditioners or home air
conditioning systems. Furthermore, the product is more
frequently sold for use in commercial establishments
than in homes."

Approved unanimously.

Memorandum dated February 27, 1942, from the Staff Committee

On Publications (Messrs. Goldenweiser, Morrill, and Thurston) recom-

men 
ding, for the reason stated therein, that an order be placed imme-

diately with the Government Printing Office for 2,000 paper-bound

coPies of the existing edition of the Federal Reserve Act, for dis-

tl'ibution in accordance with the practice which is now being followed

t°gether with a supplement, containing the amendments which have been

since October 1935, which will be printed in the Board's offices.

Approved unanimously, with the un-
derstanding, however, that a charge of
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500 would be made for copies of the Act and
amendments sent to others than Federal Re-
serve Banks, banks subject to the Act, mem-
bers of Congress, Government officials, and
libraries which are not charged for other
Board publications.

Thereupon the meeting adjourned.

ege&Q.,e,hrs)

Vice Chairman.
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Se etary
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