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A Mmeeting of the Board of Governors of the Federal Reserve
Syste
mn - -
Was held in Washington on Thursday, June 15, 1944, at 11:00 a.m.
PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Draper
Mr. Evans
Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
The action stated with respect to each of the matters herein-
) tEr
r
®ferred to was taken by the Board:
The minutes of the meeting of the Board of Governors of the

ederal
ReSerVe System held on June 14, 1944, were approved unanimously.

Memorandum dated June 12, 1944, from Mr. Goldenweiser, Director

o th
& Divs .
i DlVlSlon of Research and Statistics, recommending that, effec-
VeJ
ul
t ¥y 1o, 194, Miss Alvern H. Sutherland, Assistant Librarian in
at

<&mn$iVisi°n’ be appointed Librarian, and her basic salary increased
s 3,600 $4,000 per annun. The memorandum stated that after
isutherland had had an opportunity to study the personnel situation
lbm:: %ibrary the Division would recommend consideration of a general
Meation of the library staff.
Approved unanimously.
ﬁon(w Memor&ndum of this date from Mr. Paulger, Director of the Divi-
mmqm Examinations, submitting the resignation of Mrs. Elizabeth B.
teclpe 88 a stenographer in that Division, to become effective as of
%8 of business on June 15, 1944, and recomnending that the resig-

® accepted as of that date.

The resignation was accepted as
recomuended.
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MGMOrandum of this date from Mr. Morrill submitting the resig-
?nim]of Robert Sinclair as a chauffeur in the Secretary's Office,
Obemmw effective as of the close of business on July 14, 194,

recmm“ending that the resignation be accepted as of that date.

The resignation was accepted as recom-
mended.

MGMOrandum of this date from Mr. Morrill submitting the resig-
na s
tlon of MisS

; Peggy Irene Dixon as an elevator operator in the Secre-
Ay

8 Of ;
Ifice: to become effective as of the close of business on

| hu
2,11
‘ ¥ 194&: and reccomuending that the resignation be accepted as

of
that date or an

) appropriate earlier date if she uses any annual

® Py
as . .
°F to leaving the service of the Board.

The resignation wes accepted as recom-

mended.,
Oy Letter to Mr. Young, President of the Federal Reserve Bank of
€0 -
> Teading as follows:

lette;In the 1ight of the circumstantes described in your

b0 tpe of June 12, the Board will interpcse no objection

tw0~we Payment of Mr. Carver's tuition and expenses for the
ericek farm.appraisal case-study course offered by the

With an Institute of Real Estate Appraisers in cooperation

ang 4 ¢ College of Agriculture of the University of Illinois,

atteng granting Mr. Garver the necessary leave of absence to

€ course."
Approved unanimously.

Letter to Mr. Stewart, Secretary of the Federal Reserve Bank

of
%, i

» reading as follows:

n
to 0 The Boarq of Governors approves the payment of salary
‘« C. Anderson, Assistant Manager, Memphis Branch,
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s,

~

n

rigr the period June g, 1944 through May 31, 1945, at the
oae of $3,700 per annum which is the rate fixed by your

1 rd"of Directors as reported in your letter of June 9,

Approved unanimously.

Letter to Mr. Powell, First Vice President of the Federal Re-
Serv e
Bank of Minneapolis, reading as follows:

Per "The Board of Governors approves the changes in the
Sonnel classification plan of the Federal Reserve Bank
1Nneapolis and the Helena Branch as submitted with your

1
JEEZeg gf May 29, 1944, and supplemented by your lctter of

| Approved unanimously.

Telegram tec the Presidents of all the Federal Reserve Banks

Peﬂdi
n,
€ a5 £0110ys;

b fphrase 'heating equipment' in section &(m) of Regule-

Not, il includes heating stoves and water heaters, but does
Uclude cooking stoves or ranges."

Approved unanimously.

&mk Letter to Mr. Gidney, Vice President of the Federal Reserve
of
New York, reading as follows:

"This refers to your letter of June 1, 1944, enclosing
Y of a letter dated April 14, 194k, received by your
with rrom Irving Trust Company, raising various questions
fop .. ooPeCt to the treatment of certain types of moneys
Purposes of reserve computation, together with a copy
your reply to Irving Trust Company under date of June 15

0
1944

Qop

n

You 4 In your letter to Irving Trust Company you state that

of = referring to the Board of Governors for rulings two

buh ie Questions presented, namely, whether ?he Board's ruling

regarzﬁed in the 1942 Federal Reserve Bulletin, page 542,

for g Ng the treatment for reserve purposes of deductions

Ney YQClal Security taxes, also applies with respect to (1)
OTk State income taxes withheld from salaries of a bank's
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"
F:gn employees who reside outside New York State, and (2)
" €ral income taxes withheld from payments made by a bank
dlsbursing agent for dividends, bond interest, etc.,
Sk Withholding at source is required under the Revenue
of ; In connection with these questions, you enclos§ a copy
of Memorzndum dated May 5, 1944, prepared by Mr. Tiebout
OazguP.Bank, in which the conclusion is reacbed that.the
case Might appropriately rule that amounts withheld in both
but, S are not to be regarded as deposits for reserve purposes, -
ShQUld be shown in condition reports as 'Other Liabilities'.
"With respect to withholdings under the New York State
€ tax law, it appears that section 366 of the Tax Law of
ork requires every withholding agent to deduct and with-
tertain amounts from all salaries, wages, etc., except
© resident, taxpayers who file a certificate of residence
n anonresident taxpayers who file a certificate of exemption
thercgordance with the provisions of the law. It appears fur-
0lq hat each withholding agent recuired to deduct and with-
| ang w?ﬁy tax under the law is reguired to pay the tax deducted
op tifhh91d to the Tax Commission 2nd is expressly made liable
uﬁ.p&yment of such tax.
di'glth.respect to Federa]l income taxes withheld by a bank
Ppeas Ursing agent for dividends, bond interest, etc., it
TS that the pertinent provisions of section 143 of the
Revenue Code require any withholding agent which has
© degy’ receipt, etc., of such dividends, bond inter?st, etc.,
i Com, u?t and withhold a specified tax in cases in which such
Ship € 1s payable to any nonresident alien individual or partner-
degy . Each withholding agent so recuired tc withhold and
e Un'such tax is required to pay the tax to the o?ficial.of
e"Dr'eslted States Government authorized tg receive it and is
evenusly made liable for such tax. Section 14/ of the Internal
3 e Code requires the withholding and payment in the same
&gy . Of taxes similerly derived from income payable to for-
orporations.
Page € Board's ruling in the 1942 Federal Reserve Bulletin,
tag. 232> With respect to the withholding of Social Security
the o Was based principally upon the fact that in such case
Sala. 15 required to deduct the amount of the tax from the
the v OF its employee and is then itself legally liable for
bot Payment, of such tax. As above indicated, it appears that,
of , *8 to the taxes withheld under New York law from income
COdeonresidEHts and taxes withheld under the Internal Revenue
age Tom income payable to alien nonresidents, the withho}d%ng
sectiols Made legally lieble for the payment of the tax., While
oy, M 3661 of the Internal Revenue Code provides that the
be he °f any tax collected or withheld from another person shall
4 to be a special trust for the United States, it appears

inc om
New Y

q
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n
zhat, under this section, failure of a withholding agent
by Pay to the United States any tax deducted and withheld

nore” Would subject such withholding agent to penalties for
Npayment, of taxes.

e

o di"ACCOPdingly, for present purposes, there appears to.be
Seurs erence in principle between the withholding of So?lal
Oldilty taxes considered by the Board in 1942 and the.wlth-

Trustng of taxes in the two cases presented by the Irving

Withy Company. It is the Board's view, therefore, that taxes

incomeld by a bank under section 366 of the New York State

taxeselFax law from salaries of its nonresident employe?s and

TR Withheld by a bank as disbursing agent under sections

onq Nd 14); of the Federal Internal Revenue Code for divicends,

resertnterest, etc., are not to be regarded as deposits for

'Othe = Purposes, but should be shown in condition reports as

I Lisbilities!."

Approved unanimously, together with letters
to the Presidents of all the Federal Reserve Banks
and to the Comptroller of the Currency enclos-

ing copies of the above letter for their inform-
ation,

Thereupon the meeting adjourned.

"I Secretary,

Woroge—7
74

Chairman.






