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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, December 28, 1950.

PRESENT: Mr. McCabe, Chairman

Mr. Evans

Mr. Vardaman
Mr. Powell

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on December 27, 1950, were approved unanimously.

Telegram to Warren F. -v,"hittier, Chester Springs, Pennsylvania,

reading as follows:

"Board has designated you Chairman and Federal

Reserve Agent at Federal Reserve Bank of Philadelphia
for year 1951, and has fixed your compensation as

such on same basis as approved for 19)0.

"It will be appreciated if you will advise by

collect telegram of your acceptance."

Approved unanimously.

Letter to Mr. Ben R. Marsh, Chairman of the Board, Michigan

Bell Telephone Company, Detroit, Michigan, reading as follows:

"Your telegram of December 18, 1950, to Mr.

Young submitting your resignation as a director of

the Detroit Branch of the Federal Reserve Bank of

Chicago and your letter of December 19, have been

brought to the attention of the Board of Governors

and with great reluctance the Board accepts your

resignation, effective December 31, 1950.
"The provision in the Board's regulations, that

directors of branches of Federal Reserve Banks appointed

by the Board of Governors shall be persons not primarily

engaged in banking and preferably not directors of banks,

follows the general principle established in the Federal

Reserve Act that some of the directors of a Federal
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"Reserve Bank should not be associated with commercial
banks. While the Board sincerely regrets losing
your services, it is believed that you will agree with
the general principle of diversified representation on
the boards of directors at the Federal Reserve branches.

"Your active interest in and the generous con-
tribution you have made to the Federal Reserve System
during your service as a director are genuinely appre-
ciated by the members of the Board and it is their
sincere hope that your affiliation with the National
Bank of Detroit will permit you to maintain a con-
tinued interest in the welfare of the System.

"The comments contained in your letter with
respect to your association with the Federal Reserve

System are most gratifying."

Approved unanimously.

Letter to the Board of Directors, Georgia Railroad Bank &

Trust Company, Augusta, Georgia, reading as follows:

"Pursuant to your request submitted through
the Federal Reserve Bank of .,itlanta on December 26,
1950, the Board of Governors of the Federal Reserve
System hereby gives written consent, under the pro-
visions of Section 18(c) of the Federal Deposit In-
surance act, to the purchase of acceptable assets
and assumption of deposit liabilities of the Farmers
Bank, Blythe, Georgia, without increasing the
capital and surplus of the Georgia Railroad Bank
& Trust Company.

"It is understood that approval of the pro-
posed transaction will be obtained from the
appropriate State authorities."

Approved unanimously, for
transmittal through the Federal
Reserve Bank of Atlanta.

Telegram to Mr. Bowman, Vice President of the Federal

Reserve Bank of ,itlanta, reading as follows:

"Reurlet December 261 Board authorizes setting
up a valuation allowance of $3,298.45 against in-
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"dustrial loan to Polk Milk Company."

Approved unanimously.

Telegram to the Presidents of all Federal Reserve Banks,

reading as follows:

"Beginning with statement for January 3, certain
changes will be made in the Board's weekly statement of
condition of the Federal Reserve Banks.

"(1) Items in tabulation of member bank reserves
and related items will be:
Reserve Bank credit:

U. S. Government securities
Loans, discounts and advances
Float 1/
Other *

Total
Gold stock
Treasury currency outstanding
Money in circulation
Treasury cash holdings
Treasury deposits with F. R. Banks
Foreign deposits with F. R. Banks
Other deposits with F. R. Banks
Other F. R. accounts (net)
Member bank reserves

Required reserves (estimated)
Excess reserves (estimated)
Daily average excess reserves (estimated)

Excess of uncollected cash items over deferred avail-

ability cash items. (Footnote will be used only temporarily.)

"* This or a specific caption or captions to be used only

when other Reserve Bank credit (Due from foreign banks,

Acceptances purchased, etc.) amounts to $)00,000 or more.

"(2) Asset and liability captions will be changed
as follows: 'Uncollected items' to 'Uncollected cash
items', 'Member bank-reserve account' to 'Member bank--
reserve accounts', 'Deferred availability items' to
'Deferred availability cash items', 'Other liabilities

including accrued dividends' to 'Other liabilities and
accrued dividends', and 'Commitments to make industrial
loans' to 'Industrial loan commitments.'

"(3) Maturity distribution of loans and securities
will be shown as follows at bottom of page
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"MATURITY DISTRIBUTION DISTRIBUTION OF LOANS AND SECURITIES,
 , 1951

"(Callable Government securities classified according
to nearest call date)

Discounts and Industrial U.S.Government
advances loans securities

Within 15 days
16 to 90 days
91 days to 1 year
Over 1 year to 5 years
Over 2 years to 10 years
Over 10 years
Total

"(4) On page H.4.1(c) 'FEDERAL RESERVE AGENTS'
ACCOUNTS' will be shown as center caption above Federal
Reserve note statement, in which 'Collateral for F.R.
notes held by F.R. Agents' will be changed to 'Collateral
for F.R. notes' and new caption 'Total collateral' will
be shown."

Approved unanimously.

Letter to Honorable Alexander Wiley, United States Senate,

Washington 25, D. C., reading as follows:

"This is in response to your letter addressed to
Chairman McCabe of December 12, 1950, enclosing a
letter received by you from Mr. E. J. Bell, Secretary
of the Bell Machine Company of Oshkosh, Wisconsin,
dated December 7, 1950, regarding the availability of
V-loan guarantees for the firnncing of defense pro-
duction contractors.

"Mr. Bell's letter states that 'there appears to
be some dispute or difference between the Federal
Reserve Bank and The Banking Association regarding
V-loans, and for this reason no V-loans.have yet
been made available through any bank to any contractor'.
In both respects, it appears that Mr. Bell has been
misinformed or is under a misapprehension.

"Actually, since its announcement in September the
current program of guaranteed loans under section 301
of the Defense Production Act of 1950 and Executive
Order No. 10161, has functioned smoothly and success-
fully. As of November 30, 1950, guarantees of loans
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"totaling more than $12 million had been authorized

by the Departments of the Army, Navy and Air Force; and

numerous applications for guarantees were being processed.
Of these guarantees, a number related to loans made by

banks in the area served by the Federal Reserve Bank of

Chicago. In recent weeks activities under this program

have greatly increased and, in view of the present

critical situation, there is every prospect that the

program will be further accelerated.

"There has been no 'dispute or difference' between

the Federal Reserve Banks and the 'Banking Association",

by which term it is assumed that Mr. Bell means to

refer to the American Bankers Association. On the

contrary, the American Bankers Association has cooperated,

as it did during the similar V-loan program of World War

II, in disseminating to banks information regarding the

procedures to be followed in applying for guaranteed

loans under this program. Incidentally, it should be

made clear that the Federal Reserve Banks act only as

agents in the execution of guarantees on behalf of

the guaranteeing procurement agencies of the Government

designated by the law and the President's Executive

Order.
"It is possible that Mr. Bell's misapprehension may

arise from the fact that some banks have indicated a

reluctance to make a loan to a defense contractor, whether

guaranteed or not, where the defense Production contract

contains a price revision clause. This reluctance has

resulted from certain rulings of the Comptroller General

to the effect that, where a bank has made a guaranteed

loan on the security of an assignment of moneys due or

to become due under the borrower's defense contract,

amounts paid by the Government to the bank as assignee

may later be recovered from the bank by the Government

on account of price revision, renegotiation or tax

Claims against the contractor. Banks naturally feel

that they should not be subjected to the risk of loss

on account of such claims against the borrower by the

Government.
"In some areas, this problem has assumed serious

proportions and presents a formidable obstacle to the

successful administration of the guaranteed loan program.

The Board of Governors feels that action should be taken

by Congress as promptly as possible to eliminate this

obstacle by an appropriate amendment to the Assignment
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"of Claims Act of 1940 which would protect banks making
loans to defense contractors against the possibility of
later recovery by the Government from the bank on account
of the Government's claim against the contractor. The

form which such an amendment should take is now under

active consideration by the American Bankers Association
in cooperatIon with the guaranteeing agencies and the

Board of Governors; and it is hoped that enactment of

legislation on this subject can be obtained at an

early date.
"For Mr. Bell's general information regarding the

current V-loan program, there is enclosed a copy of the

Board's Regulation V and a copy of the Press statement

issued on September 27, 1950, when the program was

announced. It is suggested that if Mr. Bell should

desire more detailed information, he might wish to get

in touch with the Federal Reserve Bank of Chicago;

and, with this thought in mind, we are transmitting
to the Federal Reserve Bank a copy of Mr. Bell's letter.

The original of Mr. Bell's letter is returned to you

herewith."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks,

reading as follows:

"A question has been presented as to whether there

may be included in the cash price of 'materials, articles,

and services' comprising a listed article under Group D

of the Supplement to Regulation W, any amount for

services or labor performed by the instalment obligor

himself or with gratuitous assistance of his family

and friends.
"For example, a home owner finds it necessary to

enlarge his house to provide additional living quarters.
In order to hold the cost to him of the project to a

minimum, he plans to undertake the necessary labor

or services himself. Must the maximum loan value of

an instalment credit to finance the project be calculated

on the basis of a cash price limited to the cost of

the necessary materials, or may such loan value be

calculated on the basis of a cash price which, in

addition, includes an amount reflecting the value of

the necessary labor and services?
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"The Board is of the view that in such cases
where materials or articles and services are re-
quired, the regulation would permit including in
the cash price of the Group D project only the amount
to be paid for the necessary materials or articles.
Consequently, there could not be included in the
cash price of such project any amount usable to
compensate the instalment obligor for the service
or labor performed by himself or with gratuitous
assistance of others in connection with the project."

Approved unanimously.

Secretary.
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