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A meeting of the Board of Governors of the Federal Reserve

antem was held in Washington on Friday, December 24, 1943, at 11:00

a.m.

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

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary

Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Dreibelbis, General Attorney
Mr. Wyatt, General Counsel

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

441'41 Reserve Bank of Boston, Mr. Treiber, Secretary of the Federal
litee

rVe Bank of New York, Messrs. Leach and McLarin, Presidents of the

1'41 Reserve Banks of Richmond and
Vice,
'resident of the Federal Reserve
401,

etarY of the Federal Reserve Bank
Vice t
'resident of the Federal Reserve
Ne4

'dent of the Federal Reserve Bank
" th

e.ederal Reserve Bank of San Francisco,
appro

v." the establishment without change by theof 8
k4 

Francisco
411d St

`44/101. 
Chicago, Minneapolis, and Dallas on December

Atlanta, respectively, Mr. Dillard,

Bank of Chicago, Mr. Stewart,

of St. Louis, Mr. Powell, First

Bank of Minneapolis, Mr. Gilbert,

of Dallas, and Mr. Hale, Secretary

stating that

Federal

the Board

Reserve Bank

on December 21, by the Federal Reserve Banks of Atlanta

L°uis on December 22, by the Federal Reserve Banks of New York,

23, 1943, and by
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1966

the 
Federal Reserve Bank of Boston today, of the rates of discount and

11Chase in their existing schedules.

Approved unanimously.

There was also presented a memorandum dated December 231 1943,

*45111111r. Van Fossen, Assistant Chief of the Division of Bank Operations,

81144itting the requests of the Federal Reserve Banks for authority to
Pkr the

regular semiannual dividend at the end of 1943, to provide for

1°88e8) to make charge-offs or special additions to depreciation al-

414alces on Bank premises, and to make other adjustments, including

trati8fere from surpluses to reserves for contingencies. The memorandum

ted 
that current earnings of the Reserve Banks for 1943 would be ap-

PrtelY $68,800,000 and current expenses $43,400,000, leaving cur-

et 
earnings of about $25,400,000; that additions to current net

41rIlillgs, 
including profits of $35,900,000 on sales of Government se-

elirities, would amount to about 06,600,000; that deductions from current

eal'tlings, including g3,100,000 for charge-offs and special reserves

:I: 134111c Premises and g9,400,000 for payments to the retirement system

44illst annuity reserves and provide increased benefits, would amount

to 
4130

14 e'12,700,000; that net earnings for the year after these and

°ther' 
deductions were estimated at $49,300,000; that payments to the

Tlieaeury 
under the provisions of section 13b would total about $300,000;

thq ctividends
for the year would be f!c8,900,000; and that remaining net

41111:41es available for transfer to surplus (section 7) would amount to
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t400°0,000, of which amount the Banks proposed to transfer about

111/9°0)000

1.

2a.

b.

C.

to reserves for contingencies.

Recommendations contained in the
memorandum with respect to the requests
of the Federal Reserve Banks were approved
unanimously as follows, with the under-
standing that the telegrams to the Banks
would state that the procedure set forth
in the Board's telegram of December 29,
1936, should be followed as to any net
earnings or net losses for the year on
industrial advances and commitments:

Each Federal Reserve Bank was authorized to pay the
regular semiannual dividend at the end of the year,
estimated to amount to a total for the 12 Banks of
$4,496,000.

The Federal Reserve Bank of Boston was authorized to
charge off approximately 442,000 on its building site,
Provided such charge-off did not reduce the carrying
value of the land below estimated market value, and to
make a special addition to its reserve for depreciation
on Bank building of approximately 279,000, or such
larger amount as might be necessary to provide for a
100 per cent depreciation reserve at the end of 40
years with a continuation of the present 2 per cent
annual depreciation charge. The Board did not approve
the proposal of the Bank to increase the annual depre-
ciation allowance to 2-1/2 per cent and in this con-
nection considered the action of the Presidents' Con-
ference of December 17-18, 1940.

The Federal Reserve Bank of New York was authorized
to increase out of current net earnings its special
reserve for depreciation on fixed machinery and equip-
ment by approximately /482,000, representing a part of
the cost of air-conditioning the Bank building.

The Federal Reserve Bank of Philadelphia was authorized
t? charge off approximately 689,000 on its building
!ite and to make a special addition to its reserve
ror depreciation on Bank building of approximately

324,000.
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d. The Federal Reserve Bank of Richmond was author-
ized to charge off approximately 861,000 on its
head office building and to increase out of current
net earnings its special reserve for depreciation
on fixed machinery and equipment by approximately
t183,000, the two amounts representing the cost of
air-conditioning and altering the Bank building.

e. The Federal Reserve Bank of San Francisco was au-
thorized to make a special addition to its reserve
for depreciation on Bank building of approximately
.594, 000.

3. The following Federal Reserve Banks were authorized
to increase reserves for estimated losses on indus-
trial advances and commitments as shown. These re-
serves were in addition to a direct charge-off to
profit and loss of 815,134 on an industrial advance
by the Federal Reserve Bank of Cleveland, which was
also approved.

4a.

b.

Philadelphia 815,000
Atlanta 2,500
Minneapolis 4,800
San Francisco 4,900

Total !t27,200

In this connection the Federal Reserve Bank of Boston
was authorized to decrease by $22,500 the amount of
its reserves carried as of December 10, 1943, for es-
timated losses on industrial advances and commitments.

The Federal Reserve Bank of Philadelphia was author-
ized to transfer q100,000 from surplus to reserves
for contingencies, instead of establishing a special
reserve of that amount for deferred maintenance and
deferred purchases of mechanical and other office
equipment as had been proposed by the Bank.

The Federal Reserve Bank of Cleveland was authorized
to charge to profit and loss the balance of g76,347.53
remaining in the "Cincinnati Branch banking quarters"
account at the end of the year. The Board did not
approve a reduction in the book value of the land of
the old Pittsburgh property from 50,000 to l as
proposed by the Bank but did authorize the Bank to

1968
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charge off whatever amount, if any, was necessary

to bring the carrying value of the property to not

less than the estimated market value.

5. The following Federal Reserve Banks were authorized

to transfer from surplus (section 7) to reserves for

contingencies the respective amounts shown:

Boston
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
Minneapolis
Kansas City
Dallas

400,000
500,000

3,000,000
Net earnings transferred to surplus
Net earnings transferred to surplus
1,200,000
845,000

1,025,000
801,000

At this point Mr. Leonard, Director of the Division of Personnel

stration, joined the meeting.

There was then presented a memorandum dated December 20, 1943,
trot

Mre Szymczak in which reference was made to a telegram sent to the

dents of all the Federal Reserve Banks under date of December 18,

1943
/ by Under Secretary of the Treasury Bell as follows:

"You are requested to extend the facilities of your
Bank to the War Finance Committees in your district dur-
4.11g the fourth war loan drive and to assist them in pro-

emergency supplies and furnishing such temporary
Personnel as they may require. State chairmen will work

nth you in the selection of necessary personnel. You
are also authorized to pay such other proper expenses in-
curred by the Committees during the duration of the drive

the chairmen present to you, and to include them in

trr claims for reimbursement for savings bond expenses,
taeTizing them on a separate abstract Form 804 and at-

rig a statement indicating by symbol classification

Che total expenditure for each State organization. It
8 to be understood that the regular continuing expenses
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"of these Committees, including present personnel, will
n?t be submitted to you for payment. The Washington of-

of the Voar Finance Committee is establishing a limit
on each State Committee of the amount which may be so
expended and you and the State chairmen will be advised
of these limitations. You will observe the same require-
nients with respect to invoices presented for payment as
Ziere applied to victory fund committee invoices, particu-
larly as to form of presentation, detail, certification
andapproval for payment. In keeping with departmental

rlicies, payments for luncheons, dinners, beverages,
lowers and other obvious nonessential personal expendi-
tures will not be approved."

Mr. Szymczak's memorandum stated that in the absence of Mr. Bell

4had 
discussed the matter with Mr. Kilby, Assistant Commissioner of

the 
Bureau of the Public Debt, who stated that during the third war loan

dil/le there had been complaints about the delays in paying the various

eltPenaes incurred by the State chairmen, that the Treasury wished to

4void 
this, if possible, during the forthcoming drive, and that he be-

the best way to do it was to authorize the payment by the Federal

11141el'va Banks for miscellaneous services and supplies. The memorandum

elso 
said that Mr. Rounds, First Vice President of the Federal Reserve

4tlit of New York, had talked to Mr. Smead about the wire, and that it

Ilk:tared from the information available that some of the State chairmen

(It the 
War Finance Committees assumed that certain expenses which were

11?(It rebureable by the Treasury Department would be absorbed by the

Reserve Banks, thus relieving the chairmen of the necessity of

"leing funds for such expenses, which was done during the third war

144 drive and which was the cause of criticism on the part of those
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aaked to contribute to such funds.

Mr. Szymczak made the further statement that Mr. Sproul, Pres-

ide" of the New York Bank, had called him about the matter and had

ifired President Day, Chairman of the Presidents' Conference, with re-

°Peet to it, that the matter had been referred by Mr. Day to the Corn-

on Fiscal Agency Operations (consisting of Messrs. Young, Chair-

Proul, and Williams, with Mr. Szymczak as associate), and that

4 eg.+4_
of the co 'ttee with representatives of the

1344 arranged for V:ednesday, December 29, 1943.

After a discussion, there was unani-
mous agreement that, in the absence of
Chairman Eccles who had some definite
views on the matter and pending the meet-
ing of the committee with the Treasury
representatives next week, no action
should be taken by the Board, but that
at the meeting of the committee with
Treasury representatives Mr. Szymczak
Should take the position that, whatever
procedure was agreed upon, it should be
a uniform one to be followed by all of
the Federal Reserve Banks.

Treasury had

Reference was then made to drafts of replies to letters re-

cell'ed from Mr. H. Vv.
or illet

44) S

ragould, Arkansas,?oz.
eet, 

Forest,

-7—

Woosley, Cashier of the National Bank of Commerce

—Axle 
checks

ttl:ined
a statement that theelek,

and Mr. J. R. McCravey, Chairman of the Bank of

Mississippi, in which suggestions were made by them for

drawn on banks which charge exchange. The letters con-

Board of Governors favored nationwide par

44ce and, when the letters were circulated among the members of
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the Board,  Mr. McKee had raised the question whether the statement

134/111d be included in the letters in view of the comment being made

"the present time that the recent ruling of the Board with respect

t° the absorption of exchange and collection charges was in fact an

attealPt on the part of the Board to force nationwide par clearance.
A di

senesion of this point brought out the fact that the Board for

raa.n.lr rears had been in favor of nationwide par clearance, that the

statament had been made in other letters approved by the Board, and

that the ruling of the Board was not prompted by its attitude on par
clear

44c0 but by the responsibility placed on the Board by the pro-

'4ato 48 of section 19 of the Federal Reserve Act to prevent evasions
Of the

Prohibition against the payment by member banks, either directly
or

'11q3.rectly by any device whatsoever, of interest on any deposit

IthIch *as payable on demand.

Upon motion by Mr. Ransom, the pro-
posed reply to Mr. McCravey, with whom
the Board had had other direct correspond-

ence, was approved as follows:

N "This refers to your letters of November 20 and
0°Arember 23, 1943, outlining a plan for the collection
.' nonpar items. As indicated in my letter of acknowledg-111

4.?rit of November 26, 1943, your letters have been brought
"0 the attention of the members of the Board of Governors.
ae "It is understood that under your plan Federal Re:
drI've Banks would collect for their member banks cash items
cb!'n on nonpar banks, paying to the drawee banks the ex-

Charges on such items and charging them back to the

norwarding member banks; but that no such item drawn on a
ifIll?ar bank would be collected by a Federal Reserve Bank

It bore the endorsement of any bank other than that of
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"the bank from which the item was received.
"Your suggestion is an interesting one, but it ap-

pears that its adoption would not be permissible under
the provisions of existing law. Under the first para-
graph of section 13 of the Federal Reserve Act, no ex-
change charges can lawfully be made against a Federal

Reserve Bank. The courts have interpreted this provi-
sion as meaning that a drawee bank is not entitled to
make an exchange charge against a Federal Reserve Bank,
even though the Reserve Bank is not the owner of the
check but has received it merely for collection. Ac-
cordingly, a Federal Reserve Bank would be prohibited
from accepting less than the par amount of any check
which it sends to a drawee bank for payment, even if
the Reserve Bank were authorized by its forwarding MR111-
,ler bank to makeh  suc collection and to charge the mem-
?er bank with the cost. This being the legal situation,
the Board of Governors would not be in a position to

2,e:rrY out your suggestion unless Congress were to amend
the laws so as to authorize such action.

"The Board of Governors, as you know, favors nation-
.de par clearance of checks. However, assuming that
he Reserve Banks had authority to pay exchange charges
4.ncl that the plan suggested by you were authorized, it
le not clear that the operation of the plan would en-
courage par clearance. It might cause exchange charges
to 

become more prevalent, because Federal Reserve Banks

it 
Understood 
then handle checks drawn on nonpar banks. Moreover,

is understood that many member banks now follow the

Practice of forwarding items drawn on nonpar banks to a
';.1-t3,. correspondent which in turn assembles the items and
Presents them at one time to the nonpar bank for payment;

dy accordingly, present practice seems to effect the
'alme economy as that contemplated by your plan.

"It seems to the Board that the desired objective,

1.1!rnelY, universal par clearance and the resulting economy
the cost of collection, can best be attained through

educational,,_ efforts regarding the desirability of the
r_tr clea rance system. It is believed that legislation
;: the means through which a solution may be found. As

leu.are Probably aware, one State, Iowa, recently enacted
_
'fl 

gislation 
their 

prohibiting State banks from charging exchange

own checks. It is true that all bankers are

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



1974

12h4/43

not of the same opinion regarding the propriety of a
benk's charging exchange on its own checks. Much might
be accomplished, however, by groups of 'par' bankers in
educating the public and legislative bodies on the un-
soundness of such exchange charges.

"The Board appreciates the interest and thought
Which you have given this matter in these and other let-
te Ps which you have written to the Board on the subject."

-10-

Also upon motion by Mr. Ransom,
it was understood that the substance of
the draft of a reply to the letter from
Mr. Woosley would be incorporated in a

letter to be sent to Mr. Davis, President
of the Federal Reserve Bank of St. Louis,

with a request that he inform Mr. Woosley
of the views set forth in the letter. The

letter sent to Mr. Davis in accordance with
this action was in the following form:

"There is enclosed a copy of a letter received by the
Board from Mr. H. W. Woosley, Cashier, National Bank of
k;oMmerce, Paragould, Arkansas, dated October 20, 1943, re-

garding the par clearance situation in Mr. Woosley's ter-
ritory.

,, "The Board of Governors is keenly aware of the situa-
tion described in Mr. Woosley's letter and sympathizesfull 
m, Y with his feeling of being discriminated against.
tfile Board favors nationwide par clearance and regrets4

Znat Congress has not yet seen fit to enact legislation
+nring this about. However, par clearance is well es-
"'°Iished throughout most of the United States as a sound
. .lrinciple of banking and commerce quite aside from the

7PPlicability of local law. One State, Iowa, recently
7nacted legislation prohibiting State banks from charging
%change on their own checks. Nevertheless, there are
certain sections of the country where the practice is
Zu-ts prevalent, and this, of course, is the situation
4-r1 the State of Arkansas.
4_ "The suggestion which Mr. Woosley makes for remedy-

the situation is simple to state but its practical
trPation would be most difficult and it is not believed

it would produce the results desired. He suggests
"°.K, the Federal Reserve Bank should refuse to clear items

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



1975

12/24/43 -11-

the endorsement of nonmember banks. His thought
Is apparently that such a restriction would force nonmem-
her banks to become members and thus in turn to pay their
Checks at Dar. Upon consideration, however, it does not
appear that this would be the effect. In the first place,
a very considerable proportion of nonmember banks could
not qualify as members because of the minimum capital re-
quirements for membership prescribed by the statute. This
I s particularly true of the nonpar banks, which are as a
!lass the smaller institutions. In addition to this statu-
tory difficulty, such a drastic regulation would doubtless
arouse great resentment among banks generally as well as
among the public, and this might react most unfavorably
on the Federal Reserve System. Mr. Loosley's suggestion
Would also be most inequitable, since two-thirds or more

°If all nonmember banks now clear their checks at par.
gain, it should be borne in mind that many- checks drawn

?II member banks in the course of their circulation through
the channels of trade pass through a nonmember bank.
Therefore, the refusal by Federal Reserve Banks to clear
Checks 

bearinL; the endorsement of nonmember banks would
In effect restrict the means of collection of many checks
drawn upon member banks, both State and national. Finally,
re labor and delay involved in examining all prior en-

rrsements of all checks sent through the Federal Reserve
a:nks for clearance would be so formidable as to minimize

thea advantaes of the Federal Reserve collection system
nd tend to bring back the circuitous routing of checks

the 
caused so much inconvenience and expense prior to

une Federal Reserve Act.
ap.L. "Moreover, even if Mr. V600sley's suggestion would

441eve the desired result, the question of the authority
the Federal Reserve Banks to refuse to receive checks

bearing the endorsement of a nonmember bank may well be
401-sed, As you know, section 16 of the Federal Reserve

requires that 'every Federal Reserve Bank shall re-
ceive on deposit at par from member banks * * * checks
"el drafts drawn upon any of its depositors.' Inas

1 B 1 V. Fegral  Rg*erve Bank of At-i!4P.-: 11 Fed. (2d) 866 (C.C.A. 5, 1926), certiorari
virs9"ed, 271 U.S. 685, the court stated that 'that pro-
the'°n is explicit in imposing on a Federal Reserve Bank

and dd t'Y of receivin;7,. on deposit from member banks checks
rafts drawn upon any of its depositors.'
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"The remedy for the discriminatory situation pre-
sented by Mr. Woosley's letter may not be immediately at
hand, but it seems to the Board that it lies in a dif-
ferent direction from his suggestion. Rather than reduce
the acceptability of checks, efforts should be made to 
Increase their universal acceptability at par. The various
sState legislatures in States where nonpar banks are preva-
lent would seem to be the agencies through which a per-
manent solution might be found. It is true that all
bankers are not of the same opinion regarding the pro-

retY of a bank's charging exchange on its own checks.
,Ileh -might be accomplished, however, by groups of 'par'
uankers in educating the public and the legislatures
°f their States on the unsoundness of such exchange
charges, as was done in Iowa. Support for such an effort
1111,Fht be furnished by both member and nonmember banks
wthloh remit at par. Possibly, assistance in this mat-
_!1' might be had from merchants, whose interests are,
w course, directly affected by this problem.

vt 
ats_ "In this connection, it should be borne in mind

least in some cases there may be other means of
revenue to which banks which now charge exchange at parCould 

resort in lieu of such charges. For example, non-

P: 
might 

that do not now have an adequate system of
service charges  consider the institution of such
Charges and thereby obtain a source of income which would
serve to offset the loss of exchange revenue. Moreover,
1r7 banks carry idle funds in relatively large amounts
it dePosit with correspondent banks, and in some cases
a„," be feasible to reduce the amount of such balances

4ut invest the excess, possibly in Government obligations.
8, are not advised whether Mr. Woosley's bank now makes
137.1:vice charges or has large balances with correspondents,

4.1hese possibilities are mentioned merely for consid-
c'tlOn in connection with this matter.

Itro, "The Board hopes that, upon reflection, Mr. Woosley
agree that the solution to the problem discussed here-

18 through a broadening of the par clearance system by

time atlonal efforts as to its desirability rather than
°11gh restrictions upon the scope of its operation. It

ba2 hopes that he will feel, as hundreds of other country
eZs feel, that the advantages of membership in the Fed-
theJ- Reserve System outweigh any disadvantages such as

°Ile described in his letter.
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"It will be appreciated if your Bank will advise
Woosley of the Board's views as expressed above."

At this point Messrs. Morrill, Bethea, Carpenter, Clayton,

1411'8torl, Dreibelbis, Leonard, and Wyatt withdrew from the meeting and

the 
Board went into executive session. At the conclusion of the ex-

factkve session Mr. Szymczak reported to the Secretary that the Board

11141PProved the following increases in the basic annual salaries of

4111bers of the staff, effective January 1, 1944:

Lame

Jolt R. Van Fossen

11* 
Horbett

P4 A. Nelson

Designation

Assistant Chief, Division
of Bank Operations

Assistant Chief, Division
of Bank Operations

Assistant Secretary

Salary Increase
From To

$9,000 $10,000

8,000 9,000
6,800 7,300

Messrs. Morrill, Bethea, Carpenter, and Clayton returned to

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

11"eirlarter referred to was then taken by the Board:

The
Peder.,

Reserve System held on December 23, 1943/

4'484 .

minutes of the meeting of the Board of Governors of the

were approved unani-

Telegram to Major Philip C. Ferguson, Woodward, Oklahoma, read-

441g4
8 tallOWs:

oki "Board of Governors has appointed you director of
ci4ahoma City Branch of Federal Reserve Bank of Kansas

for three-year term beginning January 1, 1944, and
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"will be pleased to have your acceptance by collect tele-
gram.ti

-14-

Approved unanimously.

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

44/lat of New York, reading as follows:

"In accordance with the request contained in your
letter of December 21, the Board further extends to Jan-
Ilary 3, 1944, the time within which The North End Bank
Qc Trust Company, Bridgeport, Connecticut, may accomplish
membership in the System."

Iran 
and Brooks, United States Senate, reading as follows:

"Chairman Eccles referred to me for acknowledgment
Y21-1r letter of December 10 in regard to Regulation W for
'..dhe reason that this subject falls within my assignments
4:.'s a member of the Board. I am returning herewith, in
accordance with your request, the letter of Mr. George R.
viner of the Rockford Finance Company of Rockford, Illi-
n°is, who requested that Regulation 1'v be 'removed'.
t, '4e have received a considerable number of communica-
,t°ns from businessmen in various parts of the country,
17.'so1icited on our part, on the question of the desira-
lity of rescinding Regulation W. Among these are some

po take the same general view as that of the Rockford

jnance Company; on the other hand, many of the communica-
,1°ns that we have received from merchants and others af-
ilcted by the Regulation are to the effect that they be-

itti  has been helpful and would like to see it con-
whnued in effect. On the whole the views expressed,
Ileether in favor of or against the continuance of the
itgulation, are on business grounds, although frequently
r_ is indicated that they are based on what the writer
'eards as a more comprehensive view.
to "The Regulation was adopted by the Board pursaunt
a. an Executive Order which was issued by the President
fl

atl

a.wartime measure in the interest of curtailing an in-
°nary demand for consumer goods, through restraint

Approved unanimously.

Letter prepared for the signature of Mr. Ransom to Honorable C.
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uPon extensions of credit. As your correspondent indi-
cates, many articles have become increasingly scarce. At
the same time, consumer buying power has greatly increased
and there is not only an actual but a potential demand far
in excess of the supply of such goods as may be available.
The Regulation is sufficiently flexible to take into account
meritorious cases where hardship would be involved if credit
could not be extended. It does not prohibit the use of
redit; it simply regulates within what are believed to
be 

reasonable limits the terms upon which credit can be
granted.

"In all the circumstances, the Board has not felt that
the time has arrived when it would be justified in rescind-

or suspending the Regulation or in recommending the
revocation of the Executive Order under which the Regula-
tion was issued."

Approved unanimously, together with
a similar letter for Mr. Ransom's signa-
ture to Honorable Scott 1. Lucas, United
States Senate, with respect to a letter
also received by him from Mr. Viner of
the Rockford Finance Company.

Thereupon the meeting adjourned.

4P13r.oved:

"

,d -= Al",q4Nolh ,

Vice Chairman.

Secre ary.
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