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A meeting of the Board of Governors of the Federal Reserve

SYstem was held in '4ashington on Saturday, February 12, 1944, at 11:30

after

Fede

PILLSE,NT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. Draper

Mr. Morrill, Secretary
Hr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

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

referred to was taken by the Board:

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

Reserve System held on February 11, 1944, were approved unani-
MO4sly.

Memorandum dated February 10, 1944, from Mr. Goldenweiser, Di-
rector

of the Division of hesearch and Statistics, recommending that

appointment of Mr. Evsey D. Domar as an Associate Economist in that
btvis.

lon be made permanent, effective as of the expiration of his pres-

the

t

ith
an increase in his basic salary from 0,600 to $4,000 per annum,

"re •
etlire February 16, 1944.

einPorary appointment at the close of business on February 14, 1944,

Approved unanimously.

Memorandum dated February 5, 1944, from Mr. Morrill recommend-

thp4
tho basic salary of Mrs. Grace Dove, Assistant Supervisor of
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the Piles Section in the Secretary's Office, be increased from $2,600

t0
 
t22900 per annum, effective February 16, 1944.

Approved unanimously.

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

83eton, reading as follows:

"The Board of Governors approves, effective January 1,
1944, the changes in the personnel classification plan of
the Federal Reserve Dank of Boston, involving increases in
maximm annual salaries for twenty positions, as submitted
With your letter of January 28, 1944. The Form A pages and
the certificates submitted with your letter of December 21,
1943 have accordingly been cancelled."

Approved unanimously, together with a
letter to the Joint Committee on Salaries
and Wages transmitting the original and four
copies of three certificates of the Federal
Reserve Bank of Boston with respect to the
increases mentioned in the above letter.

Letter to Ir. Laning, Vice President and Cashier of the Federal

Eank of Cleveland, reading as follows:

"The Board of Governors approves the changes in the

Personnel classification plan of the Federal Reserve Bank
0f Cleveland and its Branches involving increases in maxi-
Um annual salaries for the position of Currency Sorter at
he Head Office and Cincinnati and Pittsburgh Branches, as
slthmitted with your letter of February 4, 1944."

tarik 0

Approved unanimously, together with a
letter to the Joint Committee on Salaries
and Wages transmitting the original and four
copies of a certificate of the Federal Re-
serve Bank of Cleveland with respect to the

increases mentioned in the above letter.

Letter to Mr. Hitt, First Vice President of the Federal Reserve

f St. Louis, reading as follows:
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"The Board of Governors approves the changes in the per-
sonnel classification plan of the Federal Reserve Bank of St.
Louis and the Louisville Branch, involving the establishment
of four new positions at the Head Office and three positions
at the Louisville Branch, and an increase in the maximum
annual salary for the position of Head of Department, Per-
sonnel-General Service Department, Louisville Branch, as sub-
mitted with your three letters of February 1, 1944."

Approved unanimously, together with a let-
ter to the Joint Committee on Salaries and
Wages transmitting the original and four copies
of a certificate of the Federal Reserve Bank of
St. Louis with respect to the increase men-
tioned in the above letter.

Letter to r. Koppang, First Vice President of the Federal Re-

8 I've Bank of Kansas City, reading as follows:

"The Board of Governors approves the change in the per-
onnel classification plan of the Federal Reserve Bank of

&Lnsas City, involving the establishment of the position of
General Clerk in the Foreign Funds Control Department, as
submitted with your letter of January 18, 1944."

Approved unanimously.

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

s follows:

"With the approval of Mr. John M. Hancock, Acting Chair-
11 of the Joint Contract Termination Board, we are enclosing

nerewith for your confidential information a copy of the re-
draft of Statanent of Policy on Termination Financing.
is the form in which the Statement was transmitted by
Subcommittee on Interim Financing to the Joint Contract

4erminat10n Board for the latter's consideration.
Me are advised that Mr. Hancock's office is sending a

!°PY of the revised Statement to the group of bankers who
'et with him on January 17 and 18, as to which you were ad-
vised in our letter of February 71 1944.

"From present indications, it appears likely that this
Statement will be publicly released in the near future."

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

as follows:

"For your information, there is enclosed a copy of a mem—
orandum received from the War Department dated February 7, 1944,
regarding the protection of assignees in cases in which a con—
tractor retains property and its value is credited against the
contractor's cancellation claim against the Government."

Approved unanimously.

Telegram prepared for the signature of tr. Ransom to Mr. F. J.

Ltoi;
g, President of Jewel Tea Company, Inc., Barrington, Illinois, read—

trig
as follows:

"Re Your telegram February 8 concerning Regulation WI the Fed—
eral Reserve Bank of Philadelphia informs us that no ruling has
Yet been issued relative to premium advancement practice,
Pending receipt of additional information. We understand you
are in touch with the Federal Reserve Bank of Chicago and we
suggest you give it full information on the practices of your
.0mpany so that this can be forwarded to Vtashington. The
f?ard's staff is always available for discussion of any ques—
'10n but we have decentralized administration and it is usually
More convenient for trade to have discussions at the local Fed—
(1"ral Reserve Bank, particularly at the outset."

knit of 
Saint Louis, Saint Louis, Missouri, reading as follows:

Approved unanimously.

Letter to Mr. W. M. Harlan, Jr., Vice President of the Manchester

"We have your letter of February 7 with further reference
to the Board's consumer credit regulation in its application
to loans for the repair and maintenance of residential proper—ties.

r "If we understand correctly your suggestion relative to
1,!soinding the 12—month limitation on maturities, it would
:re the effect of permitting longer maturities on loans made
'13°-rectly by banks to the consumer (as distinguished from

Per purchased from dealers), and made for the maintenance
,t Property (as distinguished from its improvement). Our own
:alsw is that to attempt to draw the line between maintenance
nd improvement would be likely to present an impossible ad—
Tinistrative problem. Of at least equal importance, however,
-Ls the consideration that in times like these the public
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'interest calls for the limiting of maintenance loans themselves,
in all but exceotional cases, to the financing of such jobs only
as the consumer can in fact pay for within a short period. This
is not primarily because of the scarcity of building materials,
although that is a factor, but because credits of this kind are
as inflationary in their general effect as any other extensions
of consumer credit.

"You will note that the matter turns, in our view, at least
as much on the general purposes of Regulation W as it does on
the abuses to which your letter refers."

Approved unanimously.

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

Atlanta, reading as follows:

"Reference is made to your letter of January 17, 1944,
concerning the proposal that the Federal Reserve Bank of Atlanta
Purchase a vacant lot adjacent to the head office building.
You state that the purchase of this lot is highly desirable
Primarily for the reason that it affords protection against
construction of a building on the lot that might be objection-
vie and also because it would provide space on which an ad-

could be constructed if and when needed.
"The Board has considered the matter and will interpose

110 objection to the purchase of the lot referred to in your
J-etter at a cost of 35,000."

Approved unanimously.

Letter to Mr. Rounds, Chairman of the Retirement Committee of the

Retirement 
System of the Federal Reserve Banks, Federal Reserve Bank of

New
York, reading as follows:

,. "This is in reply to your letter of January 29 transmit-
'...1t1g drafts of proposed letters regarding adjustments of ac-
'°unts and raising certain questions of procedure regarding the
administration of the Board of Governors Plan.

"It is noted that the Retirement Committee does not feels.ufficiently well informed as to Civil Service practice to make
1,1.t..practicable to check figures as to required contributions

have been furnished by the Board's offices and that you
n therefore willing to make refunds or accept additional con-
(:"Ccutions on the basis of the figures as submitted, if such
etion will have the aporoval of the Board.
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"The Board is agreeable to the acceptance by the Retire-
ment Committee of data regarding prior service and required
contributions furnished by the Board's offices, with the under-
standing that your Committee is free to make such check of the
data as the Committee may desire.

"In this connection you are advised that, while the lan-
guage of paragraph (3) of the Board's resolution of November 2,
1943 establishing the plan may be somewhat ambiguous, it was
intended that in the case of participants who were in the
employ of the Board on November 2, 1943 and elected to become
Participants in the Plan, (including those who were on leave
of absence and would have the right of election upon their re-
turn to duty) no interest would be charged up to January 1,
1944 on contributions for service prior to that date, whether
with a Federal Reserve Bank, the Board, or with another Govern-
mental agency, except in those cases where funds had been
Withdrawn from the Civil Service Retirement Fund, in which case
Payment of the amounts so withdrawn together with interest
thereon would be required in conformity with Civil Service pro-
cedure as to accrual of interest and penalty for non-payment.

'You also propose that in cases where the accumulated
contributions in the retirement account as of January 1, 1944,
are less than the amount required under the Board of Governors
Plan, payment of the deficiency, except to the extent withdrawal
of funds from the Civil Service Retirement Fund is involved, be
r?garded as 'optional', which means that payment of the defi-
ciency with interest would be required in order to obtain the
regular retirement allowances without reduction in benefit.
This is in accordance with the intent of the Plan.

"The Board is agreeable to the waiver of interest on defi-
ciencies which are made up by July 1, 1944, as proposed in the
Iraft of letter B, but suggests that in cases where deficiency
is not paid LID by July 1, 1944, interest on the deficiency
accrue from January 1, 1944, instead of July 1, 1944. It is
understood that you also favor this change.

"It might appear from the draft of letter B that if ar-
rangements are not made by July 1, 1944 to pay up a deficiency,
a Participant may not make up the deficiency later. The Board
aPpreciates the desire of the Committee to have these arrange-
Tents cleared up as rapidly as possible. It is believed,
flowever, that a participant should have the right to make up

deficiency at a later date. Accordingly, it is suggested
that the last paragraph of draft B be changed to read somewhat
as follows:

'I do not intend to make up the deficiency in my

required contributions which existed on January 1,

1944. I understand that if such deficiency with
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"'interest from that date is not made up my total

retirement benefit at retirement will be reduced
by the amount of the annuity which such deficient

contributions plus interest would have provided.'
"The third paragraph of draft of letter B is merely ex-

planatory, and is a paraphrase of a part of paragraph (3) of
the Board of Governors Plan. It is suggested that this might
well be eliminated from the letter, but if it is retained, it
be qualified somewhat, since the statement to which it refers

in paragraph (3) is itself a qualified statement.
"You advise that any refunds made to employees will be

considered as pro rata return of contributions and interest.
This matter has been discussed informally with the Bureau of

Internal Revenue which has expressed the informal opinion that
for tax purposes such refund would be considered as return of

Principal. A formal ruling is being requested on this point
and it is suggested, therefore, that in letter A the employees
be advised that they will be notified subsequently as to the

ruling.
"The Board has no other suggestions to offer regarding

the letters and appreciates the cooperative attitude shown by
You, your Retirement Committee, and the hetirement Office in

making the plan effective."

Approved unanimously.

Thereupon the meeting adjourned.

ii / J/Jz1yI
Chairman.
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Secretary.
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