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A meeting of the Board of Governors of the Federal Reserve

System Was held in Washington on Wednesday, August 5, 1942, at 2:00 p.m.

PRESENT: Mr. Eccles, Chairman

Mr. Ransom, Vice Chairman

Mr. Szymczak
Mr. McKee
Mr. Draper
Mr. Evans

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

The action stated with respect to each of the natters herein-

"ter referred to was taken by the Board:

The minutes of the meeting of the Board of Governors of the

hclerel Reserve System held on August 4, 1942, were approved unanimously.

Telegram to the Presidents of all the Federal Reserve Banks,

re"ing as follows:

"The Board has been asked whether Amendment No. 6 to Regu-
lation W excepts credit to finance the application of siding
and roofing. The answer is in the negative. The exception

relating to insulation is limited to materials applied within
existing structures."

Approved unanimously.

Letter to Mr. Hays, Vice President and Secretary of the Federal

"114 Bank of Cleveland, reading as follows:

"This is in reply to your letter of Xuly 16, 1942, in

WhiCh You state that several stores have asked whether a

'lierge account is in default under RegulationW if the

1a8t-due balance represents the sale of an article which
or 

purchaser, in good faith, claims is defective, 
damaged

yr otherwise unsatisfactory and with regard to which ad-

ItIstment or correction is desired but which is not returnedto the seller for credit to the purchaser's account. 
From

Your 
discussion, it appears that you refer to those cases

47a. which the purchaser's claims are disputed by the seller.
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"While the technical legal rights of the parties de-

pend upon the facts of each particular case, the Board,

for the purposes of the Regulation, adheres to the view

that in such cases the account should be regarded as in
de fault. Sections 2(g), 5(b) and 5(c) not only negative

an interpretation contrary to such view, but the orderly

aPPlication of such sections ordinarily must be consid-
ered as resting with the Registrant. Accordingly, the

status of the purchaser's account, including any past-
due balance, normally would depend upon the Registrant's
good-faith determination.

"Whether or not a purchaser might have some legal

redress in an action by the seller to recover the entire

Purchase price of an article is, before judicial determi-

nation, a matter of much conjecture; and any attempt to
nake allowance for cases involving a dispute, if it were

possible, would result in much uncertainty and instabili-
ty in the application of the Regulation in its present
forms!'

Approved unanimously.

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

of Minneapolis, reading as follows:

"Petel July 31 concerning Amendment No. 6 of Regulation W,
alteration of an existing furnace so that it would be adapted

into burn g 
hard coal rather than soft or soft coal rather

than hard would be within exception. Purchase of stoker
w°uld be included only whenstoker is necessary for operation
;33f furnace as adapted. Exception has been stated in terms

r°ad enough to include these forms of conversion, as well
as others for which need may be less obvious than that for
converting from oil to coal throughout the Northeast, be-

:811" (1) there are communities in which fuel to which

'qUiPment is converted calls for fewer ton-miles of trans-
Portation than fuel from which conversion is made and (2)

:1-8k that so much breadth will lead to excessive demands
Or critical materials or excessive growth in credit is

laninized by lack of incentive to convert or by the fact
!hst the critical materials will not be available becauseOf WPB orders or other limitations."

Approved unanimously.
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Letter to the Presidents of all the Federal Reserve Banks,

reading as follows:

"Reference is made to the Board's letter of July 30,

1942, regarding the Governmental Requirements Plan for

Obtaining priority assistance from the War Production

Board.
"Form PD-408 'Section B: Requirements for Mainten-

ance and Repair Materials and Operating Supplies*, copies
of which rere forwarded to you with the above-me,Aioned

letter, refers to a Governmental classification of ex-

Penditures entitled 'Supplies and Materials'. This clas-

sification, according to the regulations issued under

Executive Order No. 8512 (instead of 8812 as indicated

in Form PD-408), is based upon the nature of the articles
or other items involved as distinguished from the purposes
for which such obligations are incurred. Thus, supplies
and materials are to be classified as such 'even though
they may be used in the manufacture of equipment or in
the erection of structures*. The following definition
Of 'Supplies and Materials' is contained in the
regulations:

'08. Supplies and Materials. Includes all

cammodities which are ordinarily consumed or ex-

pended within a comparatively short period of
time, converted in the process of construction
or manufacture, or form a minor part of equipment
or fixed property. Also includes commodities pur-

chased for resale.

*EXAMeLES

'Office Suyplies (Other than Printed Forms
and Letterheads).
'Chemicals) Surgical and Medical Su )lies.

'Fuels: All substance, such as coal, wood,

petroleum, and oils used in cooking, heating,

and generating power, or in making artificial

Ras.
thIng and Clothg Supplies: Articles

of clothing, together with materials and sew-

ing supplies used in the manufacture of wear-

ing apparel.
'Provisions: Food and beverages for human

consumption.
'Forafe and Stable Supplies: Food used for

livestock and other animals, and stable sup-

plies such as bedding, horseshoes, collar

Pads, etc.
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"CleaninFLand Toilet Supplies.

'Ammunition and Explosives: Bombs, shells,

propellentpcwders,mines, torpedoes, chemi-

cals and chemical gases used for combat,

powder, fuses, detonators, primers, pyro-

technic supplies, and components thereof.

'Materials and Parts: Commodities, includ-

ing building material, entering into the

construction, repair, or production of sup-

plies, equipment, machinery, buildings, and

other structures.'

"The War Production Board has informally requested

the Board's liaison officer to consolidate the reports
from the Federal Reserve Banks on Form PD-408. Accord-

ingly, it will be appreciated if you will forward your

reports on Form PD-408 for the third calendar quarter,

1942, so as to reach the Board's offices not later than

August 15. If no preference rating assistance is neces-
sary for this quarter, please advise us to this effect."

%roved:  

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.

Secretary.
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