A leeting of the Board of Governors of the Federal Reserve

System ;
WS held in Washington on Saturday, August 18, 1945, at 10:30

a.m.

PRESENT: Mr. Ransom, Vice Chairmen
Mr. Szymczak
Mr. Draper

Mr,. Carpenter, Secretary
Mr. Connell, General Assistant,
Office of the Secretary
Mr. Morrill, Special Adviser
Mr., Thurston, Assistant to the Chairman

: The action stated with respect to each of the matters herein-
r re
ferreq 4 was taken by the Board:

T
" elegr&h to the Presidents of all the Federal Reserve Banks
a (3
dlng as fo]J.OWS:

n
ceivEngllOWing memorandum dated August 17, 1945, re-
Welles rom Navy Department signed by Comdr. Donald P.
2 Chief of Finance Division, on procedure to be
o Ay in connection with guaranteed loan program af-
Gen, Cig:t 14, 1945. Similer memorandum, signed by Maj.
'MEMQ €r, received from War Department.
RANDUM TO THE BOARD OF GOVERNORS OF THE FED-
'SubjeRESERVE SYSTEM
cte
1, 1915 Guaranteed Loan Program after August
Ment, ;l' The announcement of the Japanese agree-
Servy O surrender makes it appropriate for the
ang ages to modify the guaranteed loan program,
isﬁuedcordingly the following instructions are
anq 4 by t@e War Department, the Navy Department
futuree Maylyime Commission in connection with
ede administration of guaranteed loans by the
ral Reserve Banks.
. 'V_AND VT LOANS
ang obi; Qutstanding V and VT Loans. The rights
eral p 1gations of the guarantor (including the Fed-
stitut§86rve Bank as its agent), the financing in-
guaranton and the borrower under existing loans and
€es, as defined in the documents relating
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"'thereto, will not be affected by the surrender
°f Japan.” In cases where outstanding loans require
the consent of the Reserve Bank or the guarantor
for the financing of production under additional
War contracts, such consent should not be given
ithout submission of the matter to Washington.
'3. OQutstanding Authorizations. V-loan
2uthorizations which were outstanding on August
by 1945 may be executed in accordance with their
°rms, but the authority previously given to the
®Serve Banks to extend such outstanding authoriza-
‘ons for a period of thirty days is hereby re-
Vvoked, Requests for the extension of such author-
+%ations should be referred to the guarantor, and
1ts decision will be made in the light of the cir-
Cumstances involved in each case.
'he Pending Applications. Applications for
v‘loans which have been filed with the Reserve
anks and which were pending with the Reserve
8ks or the Services on August 1k, 1945 will,
€8s withdrawn by the financing institution,
© Processed in the usual way. In such cases,
the 8uarantee will be confined to a loan with a
°TTowing formula limited to items under termin-
ted wap contracts, and borrowings under unter-
Mnated contracts will be permitted only if the

zizcgmstances stipulated in paragraph (7) below
s

B '5. Extensions of Maturity. The Reserve
tanks are authorized to consent to requests for
he extension of maturity of any V or VT loans
Under the 1942 or 1943 form of guarantee agree-
ment, maturing hereafter (whether it be an origi-
zal maturity or a maturity resulting from an ex-
*0sion hitherto granted) when in the opinion of
f.e Reserve Bank (concurred in by the Liaison Of
“Cer in the case of War Department guarantees)
S?ch ®Xtension is necessary for orderly liquida-
;o0 of the loan, subject to the following condi-

dFOHS: (a) no such extension may exceed sixty
%S5 (b) the borrower shall relinquish its rights
“hder Section 6, except as to contracts terminated
' to the beginning of the period of the ex-
rZTFlon; and (c) the financing institution shall
Nquish its rights under Section 5, except as
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"o contracts terminated prior to the beginning
of the period of the extension. Pursuant to such
Telinquishment, contracts terminated during any
Such period of extension should be excluded from

&) or (x), as the case may be, and included in

or (y), as the case may be. Loans under the
1944, V-loan guarantee agreement may be extended

Y the financing institution under the terms of
Section 7 thereof. Additional extensions or an
®Xtension exceeding sixty deys may be given only
"th the consent of the guarantor after submission
v Washington. Previous instructions which are
ln?onsistent with the instructions set forth in

S Paragraph are hereby revoked.
'6. Authority for new V-loans. The sur-
Tender of Japan has not resulted in termination
Of the war within the meaning of the First War

oWers Act, 1941, under which Executive Order 9112
Vs issued. Accordingly, the War and Navy Depart-

Nts and the Maritime Commission are still empowered
© enter into contracts with financing institutions
guaranteeing them against loss of principal or in-

Srest on loans, discounts or advances, or on com-
ents in comnection therewith, which may be made
the purpose of financing any contractor, sub-
*tractor or others engaged in any business or
sPeration which is deemed by the War Department,

Navy Department or the Maritime Commission to

¢ Necessary, appropriate or convenient for the
Prosecution of the war.

.o, 7+ Policy as to new V-Loans. However, it
WL be the policy of the Services to enter into
Suarantees op new V loans (as distinguished from
in ®lding guarantees of outstanding loans or issu-
'8 guarantees of refinancing arrangements made
;2 °r§er to bring about orderly liquidation of out-
AMding guaranteed loans) only in exceptional cases
Cug Where there is a clear necessity for the pro—

‘ment of sypplies or services by the War Depart—

s> Navy Department or Maritime Commission from
ofe Particular borrower, and where no other means
In dequate financing is available to that borrower.
SUch cases the financing institution will be
®cted to take an exposure clearly commensurate

or
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;'Wlth the risk involved, and the maturity will
© limited strictly in accordance with the require-
Ments of the particular contracts to be financed.
PPropriate provision for borrowing against ter-
Mnated contracts may be included in such loans.
' T_LOANS
o '8. There will be no present change in the
cgeratlon of the T-loan program. However, the spe-
al.PrOVision with respect to receivables on un-
tizmlnated.subcontracts under terminated prime con-
memétS, which was authorized by the Navy Department
ol Orandum of April 24, 1945 attached to Board let-
T 5-8L46 dated April 27, 1945 to be inserted in
o glt.D of the termination loan agreement, may
aft € Inserted in T-loan agreements executed here-
Warer’ unless the prospective borrower still holds
It contracts which have not been fully terminated.
ciainy case arises where the omission of this spe-
Provision will, in the opinion of the Reserve
i:nk’ work an undue hardship upon the borrower, it
Tequested that such case be referred to the guar
Or for its consideration.
'9. I am authorized to state that the War De-

ggzttent and the Maritime Commission concur in the

inst '10. It is requested that copies of the above
Structions be transmitted to all Federal Reserve
S and to Army Liaison Officers.'"

Approved unanimously.

T
’ﬁath €legram to the Presidents of all the Federal Reserve Banks
€ a8 £011 ows:

i} .
; &utNelther military nor civilian jeeps are classified
Omobiles for purposes of Regulation W."

Approved unanimously.

L
Stter to Mr. Day, President of the Federal Reserve Bank of

0
Fr&thiSCQ

> reading as follows:

n
Copy oThere is enclosed herewith for your information a
8 letter addressed to Chairman Eccles by Charles
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v?‘ Henderson, Chairman of the Board, Reconstruction
Flnance Corporation. The letter is self-explanatory."

Approved unanimously. The letter
referred to above read as follows:

"With the thought that this may be a matter of con-
Yo the Board of Governors of the Federal Reserve
Vstem, we are advising you that recently this Corpor§—
°h cancelled its Blanket Participation Agreements with
the Firet National Bank in Richmond, Richmond, California,
o0d with the Escalon State Bank, Escalon, California,
i&id Agreements being dated April 24, 1945 and.June.7,.
iZAS, Tespectively. This Corporation also denied liabil-
b ¥ under saiq Agreements with respect to the loans made
¥ 5aid banks to Renco, Ltd. .
at "For the same reason, we are also calling to your
tention the following facts: .

a "ACCOrding to our information, Renco, Ltd. is the
SSuneq business name of Mrs. Jeannette R. Partridge, a
oTtificate to that effect having been filed in Martinez

. Ntra Costa County, California, approximately three
°Mhs ago. Her husband owns the controlling interest
Ry 2¥€® banks: the First National Bank in Richmond,
CaihMOnd, California, the Escalon State Bank, Escalon,
He %fornia, and the Bank of Hughson, Hughson, Callfo?nla.
mony. 2180 president of the First National Bank of Rich-
magd &d director of the Escalon State Bank. The loan
shae by the Escalon Bank to Renco is secured by 119}
mops S, O the stock of the First National Bank of Rich-
" (the Richmond Bank has outstanding 3000 shares of
Mage o Rd 1000 shares of preferred stock) and the loan
shae %o Renco by the Richmond Bank is secured by 151
5 ~®S of Stock of the Bank of Hughson, California (the
€hson Bank has outstanding 3000 shares of common stock).
"'In Connection with the criss-crossing of the banks
tentF € collateral securing the loans to Renco, Ltd., at-
Section is particularly invited to 12 U.S.Q. 83 and_to )
en O Lk of Act 652 (the Bank Act), Deering's California
°ral Laws (Vol. 1, page 241)."

Cern

OH’mOn

Fed Telegram reading as follows to Mr. Leedy, President of the
El\al

®Serve Bank of Kansas City, in reply to his telegram of Au-

fy
8t 17, 1945

> outlining the procedure which the Federal Reserve Bank
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Kan s
5as City proposed to follow in the handling of checks drawm
Neb
Taska banks, a few of which have notified the Reserve Bank that

they
d
1d not, intend to comply with the recent State law which requires

the
par Clearance of checks:

of ag "Re your wire August 17, we have considered language
Vices which you propose to give your endorsers with

re
ac:sect to the return of checks not paid at par and also
remigi taken with respect to bank which made deduction in

°utll g for items forwarded to it. Procedure which you
of fop ne Seems satisfactory and we have no suggestions to

Approved unanimously.

Thereupon the meeting adjourned.
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Approve&”_ _

Ny

™ -
Vice Chairman.






