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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, January 6, 1944, at 3:30

p.m.

from

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. Paulger, Chief of the Division of

Examinations
Mr. Dreibelbis, General Attorney
Mr. Vest, Assistant General Attorney
Mr. Pollard, Assistant Chief of the

Division of Examinations
Mr. Wyatt, General Counsel

There was presented and read a letter dated January 4, 1944,

Mr. Leach, President of the Federal Reserve Bank of Richmond,

stating that, following receipt of advice of the Board's action on

December 28, 1943, with respect to the purchase by the Bank of a lot

adjoining the Charlotte Branch building, the Bank had obtained an ap—

praisal of the lot which placed a valuation on it of e8,050, that the

appraisal was based on the value to a purchaser having no particular

need for it, but that the assessed valuation of the lot mould indicate

an actual value of something in excess of 11,000, that the matter

had been reviewed again with the executive committee of the Richmond

Bank and the Managing Director of the Branch, and that in view of the
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need of the Branch for the property as outlined in the letter it was

felt that the lot was worth $10,000 to the Bank.

Mr. Szymczak moved that, in the light
of the information contained in President
Leach's letter, the Bank be advised that
the Board would interpose no objection to
the purchase of the lot at a price of
10,000.

This motion was put by the chair and
carried unanimously.

in

Mr. Ransom reviewed briefly the circumstances which resulted

a meeting of bankers being held in Charlotte, North Carolina, some-

time in December at which it was agreed that the banks in Charlotte

should discontinue the absorption of exchange and collection charges.

He also said that following that meeting, largely through the work of

Mr. Hanes, President of the Wachovia Bank & Trust Company, similar ac-

tion was taken by banks in many other localities in North Carolina but

that Mr. Wood, Chairman of the American Trust Company of Charlotte,

had indicated an intention to rescind the action so far as his bank

was concerned and to continue the practice which it had followed in

the past of absorbing exchange and collection charges. Mr. Ransom

stated that word had reached him that Mr. Wood proposed to send to

his customers tonight a telegram which would request that the recip-

ients disregard the bank's letter of December 20, 1943, with respect

to the absorption of exchange charges and would state that, until fur-

ther notice and until the bank was forced to comply with the letter of
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the law, it would continue to absorb exchange on the same basis as

it had been doing for about two years. The wire would also contain

the statement that within the next 60 days Congress would clear the

matter up one way or the other, but that the bank was doing and would

continue to do everything it could to see that all banks were placed

on the same basis, and that it was thought that this would prevail with

Congress whatever it might do. Mr. Ransom said that he had been in—

formed that Mr. Wood had worked out what to him was a satisfactory

amendment of the law and had sent copies to Congressmen Spence and

Folger and that, while he understood Mr. Wood had stated that he had

sent a copy to him (Mr. Ransom), he had not received it.

Mr. Ransom went on to say that in his conversations there was a

reference to the possibility of other banks in North Carolina losing

substantial amounts of deposits to the American Trust Company in the

event it continued to absorb exchange, which raised the question whether

the Board would adhere to the position stated in its September ruling,

that he had replied that the Board had made the decision and until

Congress changed the law or the courts reversed the Board's position

it would adhere to it, and that if Mr. 'hood took the contemplated ac—

tion, as it was expected he would do, the Board would take whatever

action was necessary within its authority to meet the situation.

Mr. Ransom then said that in a telephone conversation with
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Mr. Leach the latter had referred to a report which the Federal Reserve

Bank of Richmond had sent to the Board with a letter of December 17,

1943, and which, in Mr. Leach's opinion, removed any question that the

practice followed by the American Trust Company in the past in absorb-

ing exchange and collection charges was not a violation of the law.

Mr. Ransom also said that he discussed the report with Messrs. McKee

and Dreibelbis and that he would like Mr. Dreibelbis to comment on it.

Mr. Dreibelbis stated that on the basis of the statements

contained in the report there appeared to be no question that the

bank had violated the law and that the question before the Board was

one of policy as to what action it would take.

In the ensuing discussion of the information contained in the

report received from the Richmond Bank and in other documents contained

in the Board's files with respect to the practices followed by the

American Trust Company in the past, it was pointed out that since re-

ceipt of the report from the Richmond Bank the Board had been informed

that the American Trust Company had announced its intention to discon-

tinue its absorption of exchange and collection charges, and it was

agreed that in the absence of further action by the bank there was

nothing further to be done in the matter.

Question was raised as to what action
should be taken in the event the American
Trust Company should decide to continue to
absorb exchange and collection charges, and
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there was unanimous agreement that the ac-
tion against the bank should be in the form
of a proceeding under section 30 of the Bank-
ing Act of 1933, pursuant to which the Fed-
eral Reserve Agent of the Federal Reserve
Bank of Richmond would issue a preliminary
warning to discontinue the absorption of ex-
change and collection charges as a violation
of law and as an unsafe and unsound practice,
following which, if the practice were not
changed, the Board would serve notice upon
the directors and officers involved to appear
before the Board to show cause wily they should
not be removed from office.

It was also agreed that Mr. Dreibelbis
should discuss the matter over the telephone
with counsel for the Federal Reserve Bank of
Richmond with a view to having prepared as
promptly as possible the letter of warning to
the American Trust Company so that in the event
it became necessary it could be dispatched
immediately.

Mr. Szymczak stated that Mr. Leonard had been discussing with

Mr. Barnett, Chairman of the Review Committee on Deferment of Govern-

ment Employees, the policy to be followed with respect to the defer-

ment of pre-Pearl Harbor fathers, that the matter had been discussed

by the Board's Committee on Deferment of Government Employees, and

that Mr. Leonard, as chairman of the Committee, had prepared a memo-

randum for submission to the Board.

At this point Mr. Leonard, Director of the Division of Per-

sonnel Administration, entered the meeting and presented a memorandum

prepared by him under date of January 6, 1944, which read as follows:

"CAUSE FOli, MEUORANDUA:
"Upon instructions of the President, the War Man-

power Commission has recently announced a change and
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"liberalization of policy with respect to occupational
deferment of fathers in the Federal Government. The
change was made to conform to the policy of Congress,
established by Act of December 10, 1943, with respect
to delaying the induction of fathers and to give fathers
in the Federal Government similar consideration for oc-
cupational deferment to that accorded fathers outside the
Federal Government.

"The Agency Committee has discussed the situation
with the Personnel Committee which requests that at the
earliest opportunity and in the light of these develop-
ments, the Board review its policy with respect to defer-
ment of members of its staff. The Personnel Committee
has likewise requested that a memorandum for the informa-
tion of the Members of the Board be circulated in advance
of the meeting.
"RECOMIIENDATION:

"The Board's Agency Committee recommends that the
Board's policy with respect to requests for occupational
deferment of its employees be modified consistent with
the new policy as announced by the Lar lianpower Commis-
sion.

"There are 23 fathers in the employ of the Board
under 38 years of age. The Agency Committee believes
that of these, 14 cases may be considered as possibly
coming within the scope of the announced policy and that
9 cases do not. Lists of these employees are attached.

"The Agency Committee will prepare individual requests
in the light of the policy as determined.

"COM:AENTS:

"Following the amendment of the Selective Service
Act, December 10, 1943, Selective Service System's Local
Board Memorandum No. 123 was amended accordingly. In
the revised memorandum, General Hershey stated that one
of the objectives sought to be accomplished by Congress
in adopting the recent amendments to the Selective Train-
ing and Service Act of 1940 was to delay as long as pos-
sible the induction of fathers. He also stated that the
regulations and instructions with respect to occupational
deferment should be 'liberally construed' in the case of
fathers. An excerpt from the instructions is attached.

"The Government has established a procedure with
respect to deferment of Government employees and no request
for deferment can be made except in accordance with such
procedure.
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"In a letter dated December 22, 1943, the President
told the Chairman of the War Manpower Commission, that
pre-Pearl Harbor fathers employed by the Federal Govern-
ment must be given consideration for occupational defer-
ment similar to that accorded to fathers employed outside
the Federal Government. He instructed the Chairman to
'prescribe standards under which Agency Committees may
make requests for the occupational deferment of such
fathers employed by government agencies. The standards
to be established should, to the extent you find appro-
priate, authorize the government agencies to file defer-
ment requests for fathers in their employ who are neces-
sary men in war production or in support of the war
effort, and who otherwise meet the requirements of Se-
lective Service Regulations and Selective Service direc-
tives for occupational deferment laid down for fathers
not in government service.'

"On December 28, 1943, General Hershey advised the
Local Boards of the President's letter and issued the
following instructions:

'Classification standards.--Local boards,
when classifying fathers employed by the Fed-
eral Government for whom Authorized Government
Requests have been filed, will apply the same
standards for occupational classification as
are now being applied to fathers not employed
by the Federal Government.' (Local Board Memo-
randum No. 115-f)
"Mr. Barnett, Chairman of the Review Committee on

Deferment of Government Employees, called a meeting of
the Chairmen of the Agency Committees on Monday afternoon,
January 3, to explain the new policies and procedures.
He stated that it was obviously the intent of Congress
to delay the induction of fathers and that accordingly,
under the new policy announced by the War Manpower Commis-
sion, the Agency Committees should be more liberal in their
interpretation of the terms 'replaceability' and 'neces-
sary man' as applied to fathers than as applied to non-
fathers. He said that while it was the intent to maintain
fairly high standards even for fathers, the standards for
fathers would be much more liberal than for men for whom
deferment would be requested under other procedures of
Executive Order 9309 with respect to deferment of men in
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"key positions or in unusual or special circumstances.
. "Mr. Barnett stated, however, that the Review Com-
mittee does not at this time have any standards to offer
to cover the requests for deferment of fathers, but that
the Committee expects to work out with National Selective
Service Headquarters a set of standards within the next
two weeks. Purely as suggestions, he said that he felt
his committee would probably look with approval on the
requests for deferment of fathers 30 years of age with
5 years' experience related to their present occupation
and with a year or more of service with the Federal Gov-
ernment and not in a merely clerical position. He stated
that he did not believe the requests should ordinarily be
made for men with salaries less than p3,200 although he
mentioned some exceptions in the scientific services.

"Under the procedure established by the War Manpower
Commission, the Agency Committees 'are authorized to re-
quest 60-day deferments for pre-Pearl Harbor fathers be-
lieved to be necessary to the effective operation of their
agency's war program.' This permits the prompt action
which is necessary to get the request in before January
15, 1943.

"The Agency Committees are also directed to submit
immediately 'to the Review Committee for approval the
cases of those pre-Pearl Harbor fathers believed to be
necessary to the effective operation of the agency's war
program.' This permits the Review Committee to pass on
each particular case.

"In those cases coming within the standards to be
established by the Review Committee, the Committee will
approve a request for 6 months' deferment. Upon receipt
of advice from the Review Committee that a particular
case does not come within the standards the Agency Com-
mittee is required to write the Local Board withdrawing
the request for deferment.

"In view of the fact that the standards have not been
established, the practice of the agencies will vary widely.
It is understood that the Treasury does not plan to modify
its practice to any considerable extent. The Federal De-
posit Insurance Corporation, on the other hand, contemplates
submitting requests for 60 days' deferment of practically
all fathers 30 years of age or more except those filling
routine positions. In some cases the F.D.I.C. contemplates
asking merely for a 60-day deferment in order to obtain a
replacement within that time."
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In the light of the information con-
tained in Mr. Leonard's memorandum, there
was unanimous agreement (1) that a fairly
liberal policy should be followed in request-
ing deferment of pre-Pearl Harbor fathers in
the employ of the Board, and (2) that re-
quests by the Board's Committee for defer-
ment in individual cases should be submitted
to the Board's Personnel Committee and trans-
mitted upon approval by it.

At this point Messrs. Thurston, Paulger, Dreibelbis, Leonard,

Vest, Pollard, and Wyatt withdrew from the meeting, and the action

stated with respect to each of the matters hereinafter referred to was

then taken by the Board:

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

Federal Reserve System held on January 5, 1944, were approved unani-

mously.

The minutes of the meeting of the Board of Governors with mem-

bers of the executive committee of the Federal Advisory Council held

°/1 January 5, 1944, were approved unanimously.

Memorandum dated January 31 1944, from Mr. Morrill, recommend-

ing that Miss Reba Mull be appointed as an elevator operator in the

Secretary's Office on a temporary basis for an indefinite period, with

basic salary at the rate of t11200 per annum, effective as of the date

Upon which she enters upon the performance of her duties after having

passed satisfactorily the usual physical examination.

Approved unanimously.
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Telegrams to Mr. Grady, Federal Reserve Agent at the Federal

Reserve Bank of San Francisco, authorizing him to issue limited voting

permits, under the provisions of Section 5144 of the Revised Statutes

of the United States, to the "Old National Corporation" and the "Invest-

ment and Securities Co.", both of Spokane, Washington, entitling such

organizations to vote the stock which they own or control of "The Old

National Bank of Spokane" and the "First National Bank in Spokane",

both of Spokane, Washington, at any time prior to April 1, 1944, (1)

to elect directors of such banks at the annual meetings of shareholders,

or any adjournments thereof, and to act thereat upon such matters of

a routine nature as are ordinarily acted upon at the annual meetings

of such banks, and (2) to amend the articles of association of the

First National Bank in Spokane in a manner satisfactory to the Comp-

troller of the Currency.

Approved unanimously, together with
the following letter to Mr. Day, President
of the Federal Reserve Bank of San Fran-
cisco:

"It is desired that annual reports on Form F.R. 437
for the year 1943 be obtained from Old National Corpora-
tion and Investment and Securities Co., both of Spokane,
Washington. Although these two holding company affil-
iates do not hold general voting permits, limited permits
have been granted to them from time to time and the regu-
lar annual reports should be obtained, as in the past,
in order that we may have full information regarding their
activities during 1943.
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"A supply of Form F.R. 437 is enclosed for use in ob-
taining the reports from Old National Corporation and In-
vestment and Securities Co."

Letter to the Presidents of all the Federal Reserve Banks, read-

ing as follows:

"Referring to the Board's letter of August 20, 1942,
(3-542), it will be appreciated if you will mail so as to
reach the Board not later than February 1, 1944, a copy
of the 1944 budget for the bank examination and the re-
search and statistical functions. Please submit these
statements on Form B-1349a and B-1349b, separately for
the Head Office and for each of your Branches, if any,
and for the Head Office and Branches combined. In ad-
dition, please submit with each budget a memorandum set-
ting forth briefly the reasons for the principal in-
creases or decreases in the budget estimates for 1944
as compared with actual expenses in 1943.

"A supply of Forms B-1349a and B-1349b is enclosed."

Approved unanimously.

Letter to the Chairmen of all the Federal Reserve Banks, read-

ing as follows:

"As you know, the question of the taxability of the
lots and building held and occupied by the Board of Gov-
ernors in Washington has been pending for several years
past. In 1940, the Commissioners of the District of Co-
lumbia directed the assessor to place this property on
the list of taxable property and submitted to the Board
?ax bills covering the property for the fiscal years end-
ing June 30, 1938, 1939 and 1940, in the aggregate amount
of A200,985.86.

"Under date of December 3, 1941, the Commissioners
Published an advertisement in a Washington newspaper list-
ing real estate which would be sold in the office of the
Collector of Taxes for default in payment of taxes and
included in such list the lots and building above described,
With taxes indicated to be due thereon in the aggregate
amount of 4,315.019.04. The Board thereupon addressed a
letter to the Attorney General of the United States re-
questing that an appropriate proceeding be instituted
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"against the Commissioners of the District of Columbia
to quash the assessment of taxes which had been made or
to enjoin their collection. A number of conferences were
held with representatives of the Attorney General's of-
fice and, after consideration, they indicated that, owing
to the emergency created by the war, they were unable to
devote sufficient time to the matter and requested that
steps be taken to have the property in question withdrawn
from the tax sale which was scheduled to take place in
January 1942. Subsequently, pursuant to a request of
the Board in which these facts were recited, the Commis-
sioners withdrew the property from the list of property
to be sold with an understanding that steps would be
taken with all reasonable dispatch to bring about a
final disposition of the matter by litigation or legis-
lation.
. "Again, in December 1942, the Commissioners adver-
tised the property for sale for default in the payment
of taxes, with taxes indicated to be due thereon in the
aggregate amount of 4.21,732.29, but the property was
again withdrawn from the sale list prior to the date
set for the sale, with the understanding that efforts would
be made to solve the problem as soon as possible.

"The tax assessed against the property for each year
has been at the rate of 68,260.30 a year, in addition
to the amount of penalties for nonpayment. Roughly, there-
fore, the total amount of taxes currently involved in
this matter are in the neighborhood of 5OO,OOO or more.
The Board feels that it should not pay the taxes in view
of the fact that under the law the Board is clearly a part
of the Government and the Government is exempt from the
Payment of such taxes. In such circumstances, the question
might well be raised whether the Board would not be exceed-
ing its authority if it were to pay the taxes. More im-
portant is the fact that to pay the taxes would be in ef-
fect to admit that the Board is not a part of the Government.
Such an admission would be not only contrary to the fact
but might well prove to be hampering or embarrassing to
the Board in carrying out its various responsibilities
under the law, particularly its supervisory or regulatory
Powers, which are, of course, governmental functions.

"On several occasions the Board has attempted to ob-
tain an opinion of the Attorney General with the hope that
the question might be disposed of in this way. The Attorney
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"General has informally expressed agreement with the
Board's position that the property is not taxable. How-
ever, following precedent in somewhat similar cases and
feeling that an opinion would not necessarily determine
the question, the Attorney General has been unwilling
to render an opinion in the matter and in addition the
Commissioners of the District of Columbia have stated
that they would not accept such an opinion as binding
Upon them. The Board has also carefully considered the
desirability of attempting to obtain legislation to solve
this problem, but feels that this would be inadvisable.
The Board and its Legal Division hold the view that the
Property is not subject to tax under existing law and an
unsuccessful attempt to obtain legislation on the subject
might throw some doubt upon the question. In addition,
there are other important reasons of policy for not seek-
ing action by Congress in the matter.

"An opinion was rendered by the Corporation Counsel
for the District of Columbia on this question in 1940
in which the position was taken that the Board's property
is taxable. It appears from this opinion that he was
considerably influenced by the fact that the property '
was acquired 'by a quitclaim deed from the United States'
and the fact that the Board's expenses are paid from
assessments 'against the Federal Reserve Banks, whose
real property is not exempt from taxation'. Apparently
the principal basis on which the legal advisers to the
District of Columbia have considered that the property
in question may be taxable is, as stated by the present
incumbent of the office of Corporation Counsel, 'Should
the Federal Reserve Board cease to function the property
in question would revert to the various Federal Reserve
Banks in the different States, thus indicating that entire
control of the building under all circumstances is not
in the United States or its agency, the Federal Reserve
Board'. The Board and its Legal Division feel, however,
that it is clear under the law that the Board is a part
of the Government of the United States and, accordingly,
that if the Board should go out of existence, the United
States would own the property.

"In view of these facts, the Board's General Attorney
suggested and, after receiving the Board's consent, dis-
cussed with the Corporation Counsel for the District of
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"Columbia the possibility of disposing of the matter
through a 'disclaimer' from the twelve Federal Reserve
Banks in the form enclosed herewith. The disclaimer
would provide that all right, title and interest in the
Property is in the United States in the name and under
the control of the Board of Governors. The Corporation
Counsel takes the position that such a disclaimer would
make the position which has been taken by the District
of Columbia in the matter untenable. He has addressed
a memorandum to the Commissioners of the District of
Columbia recommending that, if this document is properly
executed and filed, the Board of Commissioners recognize
the Federal Reserve Building as property of the United
States Government and therefore not subject to tax, and
that the assessor be directed not to list the property
among that to be advertised for nonpayment of real estate
taxes. The Commissioners have approved this memorandum.
For your information there are enclosed herewith a copy
of a letter from the Corporation Counsel dated November
29, 1943, together with a copy of his memorandum of recom-
mendation and a copy of the reply made by the Board's
General Attorney.

"The Board is very desirous of settling this question
and has been endeavoring since it first arose to find some
satisfactory means by which the problem might be solved.
The solution which has now been suggested and to which the
District Commissioners have agreed is satisfactory to the
Board. It will be observed that the form of disclaimer
is merely a statement of existing facts and does not con-
tain any recitals that would not have to be made by the
Board in the event of litigation. Accordingly, it will
be appreciated if you will present the matter to your
board of directors for their consideration. In this con-
nection also, the Board is addressing a letter to the
Chairman of the Presidents' Conference of the Federal
Reserve Banks suggesting that the matter be put on the
program for the next meeting of the Conference. The
Board hopes that the board of directors will as soon as
Practicable authorize the officers of your bank to join
With the other Reserve Banks in the execution of the dis-
claimer, in order that this problem may be brought to a
conclusion.

"The facts of the matter have been stated in SOW
detail above in order that you may be fully advised, and
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"the Board's General Attorney is addressing a letter to
Counsel for your bank, submitting additional information
in connection with the matter. However, if there is any
point which has not been made clear or any further informa-
tion that may be desired, we will be very happy to furnish
it if possible."

Approved:

Approved unanimously, together with
a letter to the Presidents of all the Fed-
eral Reserve Banks enclosing a copy of the
above letter.

Thereupon the meeting adjourned.

IF4""rhi4' 
Vice Chairman.
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