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the District of Columbia and the transfer of 
its assets. 

BILLS PRESENTED TO THE PRESIDENT 

'Mr. KLEIN, from the Committee on 
Enrolled Bills, reported that that com­
mittee did on this dey present to the 
President, for his approval, bills of the 
House of the following titles: 

H. R. 1033. An act to suspend the effective­
ness during the existing national emergency 
of the· tariff duty on coconuts; · 

H. R. 2644 . An act to grant additional pow­
ers to the Commissioners of the District ot 
Columbia, and for other purposes; 

H. R. 4.327. An act to regulate boxing con­
tests and exhibitions in the District of uo­
lumbia, and for other purposes; 

H. R. 4867. An act to extend the healtn 
regulations of the District of Columbia to 
Government restaurants within the District 
of Columbia; 

H. R. 5408. An act to amend the Mustering­
Out Payment Act of 1944, to provide a 
method for accomplishing certain mustering­
out paym'ents on behalf of mentally dis­
abled veterans, and for other purposes; and 

H. R. 5543. An act extending the time for 
the release of appointment for the purposes 
of certain provisions of the Internal Revenue 
Code, and for other purposes. 

ADJOURNMENT 

Mr. McCORMACK. Mr. Speaker, I 
move that the House do now adjourn. 

Accordingly <at 5 o'clock and 38 min­
utes p. m.) the House adjourned until 
tomorro·.v, Thursday, December 14, 1944, 
at 12 o'clock noon. 

EXECUTIVE COMMUNICATIONS, ETC. 

Under clause 2 of rule XXIV, executive 
communications were taken from the 
Speaker's table and referred as follows: 

2096. A letter from tpe Acting Chairman, 
Civil Aeronautics Board, transmitting a re­
quest that the time limit provided for by 
Public Law No. 416 of the Seventy-eighth 
Congress be extended to December 30, 1944; 
to the Committee on Interstate and Foreign 
Commerce. 

2097. A letter from the Secretary of War, 
transmitting a letter from the Chief of Engi­
neers, United States Army, dated April 11, 
1944, submitting a report, tqgether with ac­
companying papers and illust:rations, on a · 
review of reports on Agate Bay Harbor, Minn., 
requ~sted by a resoJution of the Committee 
on Rivers and Harbors, House of Representa­
tives, adopted on August 8, 1941 (H. Doc. 
No. 805); to the Committee on Rivers and 
Harbors and ordered to. be printed wit,h three 
illustrations. 

2098. A letter from the Deputy Director, 
Office of Contract Settlement, transmitting 
an estimate of personnel requirements fqr 
the quarter ending March 31, 1945; to the 
Committee on the Civil Service. 

2099. A letter from the Director, Office of 
Economic Stabilization, transmitting a copy 
of the quarterly estimate of personnel re­
quirements for the Office of Economic Stabi­
lization for the quarter ending March 31, 
1945; to the Committee on the Civil Service. 

2100. A letter from the Director, Office of 
Defense Transportation, transmitting a copy· 
of the quarterly estimate of personnel re­
quirements during the quarter ending March 
31, 1945; to the Committee on the Civil 
Service. 

2101. A letter from the Secretary of War, 
trar:.emitting a copy of the quarterly estimate 
of personnel requirements, setting forth the 
estimate of the number of employees required 
f'or the proper and em.cient exercise of the 

functions of the War Department, for the 
quarter ending March 31, 1945; to the Com­
mittee on the Civil Service. 

REPORTS OF COMMITTEES ON PUBLIC 
BILLS AND RESOLUTIONS -

Under clause 2 of rule XIII, reports of 
committees were delivered to the Clerk 
for printing :::.nd reference to the proper 
calendar, as follows: 

Mr. JARMAN: Committee on Printing. 
House Resolution 676. Resolution author­
izing the printing of additional copies of 
House Report No. 1855, current session, en­
titled "Economic Problems of the Reconver­
sion Period," for the use of the Special Com­
mittee on Post-war Economic Policy and 
Planning; wit hout amendment (Rept. No. 
2058). Referred to the House Calendar. 

Mr. WALTER: Committee on the Judiciary. 
House Joint Resolution 194. Joint resolU­
tion designating November 19, the anniver­
sary of Lincoln's Gettysburg Address, as Dedi­
cation Day; without amendment (Rep't. No. 
2059). Referred to the House Calendar. 

Mr. PETERSON of Florida: Committee on 
the Public Lands. S. 1819. An act to repeal 
the acts of August 15, 1935, and January 29, 
1940, relating to the establishment of the 
Patriclc Henry National Monument and the 
acquisition of the estate of Patrick Henry, in 
Charlotte County, Va.; without amendment 

. (Rept. No. 2060). Referred to the Committee 
of the Whole House on the state of the Union. 

Mr. KEFAUVER: Committee on the Judi­
ciary. House Joint Resolution 320. Joint 
resolution proposing an amendment to the 
Constitution .of the United States relative to 
the making of treaties; without amendment 
(Rept. No. 2061). Referred to the House 
Calendar. 

Mr. ELLIOTT: Joint Committee on the Dis­
position of Executive Papers. House Report 
No. 2062. Report on the disposition of cer­
tain papers of sundry executive departments. 
Ordered to be printed. 

Mr. ELLIOTT: Joint Committee on the Dis­
position of Executive Papers. House Report 
No. 2063. Report ' on the disposition of cer­
tain papers of sundry executive departments. 
Ordered to be printed. 

Mr. HOWELL: Committee on Interstate and 
Foreign Commerce. S. 1159. An act creat­
ing the City of Clinton Bridge Commission 
and authorizing said commission and its suc­
cessors to acquire by purchase or condemna­
tion and to construct, maintain, and operate 
a bridge or bridges across the Mississippi 
"River at or near Clinton, Iowa, and at or near 
Fulton, Til.; without amendment (Rept. No. 
2064). Referred to the House Calendar. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public 
bills and resolutions were introduced and 
severally referred as follows: 

By Mrs. BOLTON: 
H. R. 5618. A bill to provide additional pay 

for enlisted men of the Army assigned to the 
Medical Corps who are awarded the Medical 
Corps valor badge; to the Committee on 
Military Affairs. 

By Mr. CANNON of Missouri: 
H. R. 5619. A bill..to amend section 8 of the 

act entitled "An act to amend the act en­
titled 'An act to provide that the United 
States shall aid the States in the construction 
of rural post roads, and for other purposes, 
approved July 11, 1916, as amended and 
supplemented, and for other purposes," a:p­
proved July 13, 1943; to the Committee on 
Roads. · 

By Mr. DIRKSEN: 
H. Con. Res. 104. Concurrent resolution ex­

pressing the thanks of Congress for the con-

tribution to the victory effort beln~ made 
by the Nation's children; to the Committee 
on the Library. 

By Mr . O'TOOLE: 
H. Res: 677. Resolution to investigate the 

meat · situation in the city of New York; to 
the Committee on Rules. 

MEMORIALS 

Under clause 3 of rule XXII, me­
morials were presented and referred as 
follows: 

By the SPEAKER: Memorials of the 
Legislature of the DominU:an Repu~lic re­
affirming the solidarity of the Dominican Re­
public with the United St ates of America; 
to the Committee on Foreign Affairs. 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. ANDREWS of Alabama: 
H. R. 5620. A bill for the relief of Mrs. 

Clara M. Fortner; to the Committee on 
Claims. 

By Mr . HERTER: 
H. R. 5621. A bill for the relief of Oscar S. 

Reed; to the Committee on Claim3. 

PETITIONS, ETC. 

Under clause 1 of rule XXII, petitions 
and papers were laid on the Clerk's desk 
and referred as follows: 

6245. By Mr. BARRETT: Petition of Edna 
Bondurant and 24 other citizens of Torring­
ton, Fort Laramie, and Yoder, Wyo., urging 
support of the Bryson dry enabling amend­
ment, House Joint Resolution 143; to the 
Committee on the Judiciary. 

6246. By Mr. GWYNNE: Petition signed 
by 66 residents of Marshall County, Iowa, 
urging the enactment of House bill 2082 to 
prohibit the manufacture, sale, or transporta­
tion Qf alcoholic liquors in the United States 
for the duration of the war; to the Commit­
tee on the Judiciary. 

6247. By Mr. ROLPH: Resolution of CaH­
fornia Society, Sons of the American Rev­
olution, dated November 13, 1944, endorsing 
House bill 5081; to the Committee on the 
Judiciary. 

6248 By the SPEAKER: Petition of vari­
ous employees of Grand Central Annex post 
office, New York, N. Y., petit ioning considera­
tion of their resolution with reference to 
urging immediate passage of House bill 4715; 
to the Committee on the Post Office and Post 
Roads. 

SENATE 
,THURSDAY, DECEMBER 14, 1944 

<Legislative day ot Tuesday, November 
21, 1944) 

The Senate met at 12 o'clock meridian, 
on the expiration of the recess. 

The Chaplain, Rev. Frederick Brown 
Harris, D. D., offered the following 
prayer: 

·Our Father God, in bewilderment and 
deep need we come, bitterly conscious 
that what the world prepares to cele­
brate with merriment and light is so 
largely as yet a memory and a hope. We 
confess that this birthday of the Child 
finds more children orphaned and home-
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less than ever since the Christ Child was 
bor11; that this oratorio of songs finds 
more sobs than in all the long years since 
the angels' chorus; that this festival of 
the home fines more homes broken and 
in blackened ruins than ever since the 
rude inn became the dwelling place of 
the Divine. Our hearts cry, "0 Lord, 
how long, how long!" And yet we thank 
Thee for the faith which glorifies all 
children and sor~gs and homes, and 
which, battling with a sword bathed in . 
heaven, refuses to cry peace, peace, when. 
thP.re is no peace. -

With desires no words can utter, we . 
pray as w.e bow at a manger, for our val­
iant sons scattered over ·all the earth, 
for our Nation's leaders that they may 
contribute worthily to mankind's abiding 
peace; and that out of today's · agony 
there may emerge as gold refined' by fire ·_ 
an ordered society of nations that shall 
give substance and hope to Bethlehem's 
starry dream. · In tpe dear Redeemer's 
name. Amen. 

THE JOURNAL 

On request of Mr .. HILL,-.and by unani- . 
mous consent, the reading .of the Jour­
nal of the- proceedings, of. the calend.ar . 
day Wednesday, December 13, -1944, was ' 
~1spensed with, and the Journal · was 
approved. 

MESSAGES FROM THE PRESIDENT­
APPROVAL OF BILLS 

:uessages in writing from the Presi- · 
dent of the United states were com­
municated to the Senate by Mr. Miller, 
one of his secretaries, and he announced 
that on December 13, 1944, the Presi­
dent l~ad approved and signed the fol­
lowing acts: 

S. 218. An act to authorize relief of dis­
bursing officers of the Army on account of 
loss or d eficiency of Government funds, 
vouchers, records, or papers in their charge; 
· S . 267. An act relating to marriage and 

divorce among members of the Klamath and 
Modoc Tribes and Yahooskin Band of Snake . 
Indians; 

S. 556. An act for the relief of Pedro Jose 
Arrecoechea; 

S. 616. An act for the relief of Mrs. Mary 
Vullo; 

S . 1274. An act for the relief of Vodie Jack­
son; 

s. 1462. An act for the relief of Solomon 
and Marie Treriault; 

S. 1557. An act for the relief of Joel A. 
Hart: 
. S. 1590. An act for the relief of the State 

of Tennessee; 
S. 1645. An act relating to the adminis­

tration of 'the GlaCier ·National Park fish 
hatchery, at Creston, Mont.; ar..d for other 
purposes; 
· s: 1710. An act to authorize the sale and · 

conveyance of certain property· of the estate 
of Jackson Barnett, deceased Creek Indian; 

S . 1732. An act for the relief of Arthur M. 
Sellers; 

S . 1756. An act for the relief of William 
Luther Thaxton, Jr., and William Luther 
Thaxton, Sr.; 

S. 1853. An act for the relief of Dr. Frank 
K. Boland. Sr.; 

S. 1869. An act for the relief of Mrs. Mamie · 
Dutch Vaughn; 

8. 1877. An act to transfer Georgetown 
County, S. C., from the Florence di~ision 

to the Charleston d ivision of the eastern 
judicial district of SoUth Carolina; 

S. 1897. An act for the relief of Mrs. So­
phia Tannenbaum; 

S . 1942. An act for the relief of Dr. E. S. 
Axtell; 

S . 1958. An act for the relief of fire d is­
trict No. 1 of the town of Colchester, · Vt.; 

S. 1960. An act for the relief of Clifford 
E. Long and Laura C. Long; 

S 1968. An act for the relief of Elizabeth 
A. Becker; 
. S . 1987. An act for the relief of Gordon 

Lewis Coppage; 
S. 1993. An act for the relief of the estates 

of J oseph B. Gowen ang Ruth V. Gowen; 
S . 2006. An act for the relief of J . A. Davis; 
S . 2008. An act foi: the relief of Herman 

Philyaw; 
- S. 2042 . An act for the relief of the legal 

guar.dian of Nancy Frassrand, a minor; 
S . 2064. An act for the relief of Richard 

A. Beall; and 
S . 2168. An act for the relief of cer(ain 

disbursing officers of the Army of the United 
States, and for other purposes. 

MESSAGE FROM THE HOUSE 

· A message from the House of Repre-
sentatives, by Mr. McLeod, one of its 

· clerks, announced that the House had 
' passed a bill <H. R. 3690) to safeguard 
· the: admission ·of- evidence · in certain . 
t cases, in which it requested the con-
: cmTence of the Senate. 

ENROLLED BILLS SIGNED 

The message also announced that the 
Speaker had affixed his signature to the 
following enrolled bills, and they were 
signed by the Vice President: 

H . R. 2874. An act for the relief of Robert 
Will Starks; and · 

II. R. 3791. An act for the relief of the 
estate of Charles Noah Shipp, deceased. 

CALL OF THE ROLL 

Mr. HILL. I suggest the absence cf 
a quorum. 

The VICE PRESIDENT. The clerlt 
will call the roll. 

· · The Cbfef Clerk called the roll, and 
I the following Senators answered· to their . 
names: 
Aiken Green 
Austin Guffey 
Bailey · Gurney 
Bankhead 1:-:::au 
Bilbo Hatch 
Brew::ter Hawkes 
Brooks P-ayden -
Buck Hill · 
Burton Holman 
Bushfield · Jenner 

Radcliffe 
Reed 

· Revercomb 
Reynolds 
R:>bertson 
Ru::sell 
Shipstead 
Smith 
Stewart 
Taft 

Butler Johnson, Calif. Thomas, Idaho 
Thomas, Okla. Byrd Johnson, Colo. 

Capper La Follette 
Caraway La·nger 
Chandler Lucas 

, C.havez _ McCarran . 
Clarl:, Mo. McClellan . 
Connally McFarland 
Cordon McKeliar · 

' Danaher Maloney 
Davis Maybank 
Downey Mead 
Ellender · Millikin 
Ferguson Murray 
Gecrge O'Daniel 
Gerry O'Mahoney 

Thomas, Utah 
Truman 
Tunnell 
Tydings 
Vandenberg , 
Walsh · 
Weeks · 
·Wheeler 
Wherry 
Whits 
Wiley 
W1llis 
Wilson 

Gillette Pepper , 

Mr. lULL; I announce that the Sena­
tor from Kentucky [Mr. BARKLEY] and 
the Senator from Virginia [Mr. GLAss] 
are absent from the Senate ·because of 
illness. 

The Senator from Utah [Mr. MuRDOCK] 
is absent on official business for the 
Senate. 

The Senator from Florida [Mr. AN­
DREWS], tlie Senator from Idaho [Mr. 
CLARK], the Senator from Mississippi 
[Mr. EASTLAND], the Senator from West 
Virginia [Mr. KILGORE], the Senator 
from Louisiana [Mr. OvERTON], the S=n­
ator from Nevada [Mr. ScRUGHAM], the 
Senator from New York !Mr. WAGNER]~ 
and the Senator from Washington [Mr. 

, WALLGREN J are necessarily absent. 
Mr. WHERRY. The following Sena- · 

tors are necessarily absent: 
The Senator· from l\1innesota [Mr. 

BALL], the Senator from New Hampshire 
[Mr. BRIDGES 1 , the Senator from Okla­
homa [Mr. MooRE], and.the Senator from 
New Hampshire f.Mr. ToBEY]. 

The VICE PRESIDENT. Seventy­
nine Senators have answered · to their 
names. A quorum is present. 

EXECUTIVE. CO~~UNHJATIONS, ETC. 

The VICE PRESIDENT -laid before the · 
Senate -the following letters, which were 
referred as indicated: 

' EDUCATION AND TRAINING OF DEFENSE WORKERS · 

A letter from ·the Administrator of the 
1 FEd3ral S:::curity Agency, transmitting, pur­
suant to law, tbe first quarterly report · of 
the United States Commissioner of Educa­
tion on the education and training of de- · 
fense workers, covering the, p=riod July 1, 
1944 --Septemper 30, 194.4 (wit h an accom­
panying report); to the Committee on Ap­
propriations. 

PERSONNEL REQUIREMENTS 

Letters from the Office of Administrator of 
the Federal Works Agency, tbe Office of Civil­
ian Defense, the Archivist of the Unitfd 
States, and the executive secretary of the 
Office of Scientifi::: Research and Development, 
transmitting, pursuant to law, estimates of 
personnel requirements for their respective 
cffi,ces for. the-quarter ending March 31, 1915 
(with accompanying pap.ers); to the Com- ­
mittee on c :va Service. 

REPORTS OF, COMMITTEES 

The following· reports of committees 
were submitted: 

By Mr. BAILEY, from the Committee on 
Commerce: 

H R. 5002. A bill granting the consent ot 
Congress to the State of Tennessee Depart­
ment of Highways and Public Works to con- . 
stru~t. maintain, and operate a free highway 
bridge across the Clinch River at the point 
where such river is crossed by United St ates 
Highway No. 25E; without amendment (Rept • 
No. 1381) ; and 

H. R . 5206. A bill to authorize Belfry Coal 
Co. to construct, maintain, and operate a 

• free suspension bridge conveyor across - the 
'l;'ug Forlr- of the- Big Sandy· River ·at .or near 
Sprigg,. W. Va.; without amendment : (Rept • . 
l'fo. 1382). ._. 

By Mr. GUFFEY, from the Committee on 
Mines and Mining: 

H. R . 1852. A bill to insure the · preserva­
tion of technical and economic records of 
domestic sources of ores of metals and min­
erals; without amendment (llept. No. 1383). 

REPORTS ON DISPOSITION OF EXECUTIVE 
PAPERS 

Mr. BREWSTER (for Mr. BARKLEY), 
from the Joint Select Committee on the 
Disposition of Executive Papers, to which 
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were referred for examination and rec­
ommendation two lists of records trans­
mitted to the Senate by the Archivist of 
the United States that appeared to have 
no permanent value or historical inter­
est, submitted reports thereon pursuant 
to law. 

ENROLLED BILLS PRESENTED 

Mrs. CARAWAY, from the Committee 
on Enrolled Bills, reported that on De­
cember 13, 1944, that committee pre­
sented to the President of the United 
States the following enrolled bills: 

S. 209. An act author~zing the conveyance , 
of certain property to the St ate of Nort h Da-
kota; · 

S. 1571. An act to provide that the trans­
mountain tunnel constructed in connection 
with tl .. e Colorado-Big Thompson project 
shall be known as the Alva B. Adams tun­
nel; 

S. J.580. An act to authorize the Secretary 
of the Interior to dispose of certain lands 
heretofore acquired for the nonreservation 
Indian boarding school known as Sherman 
Institute, California; 

S. 1597. An act to amend section 1, act of 
June 29, 1940 (54 St at. 703), for the acquisi­
tion of Indian lands for the Grand Coulee 
Dam and Reservoir, and for other purposes; 

S. 1688. An act to authorize the Secretary 
of Agriculture to compromjse, adjust, or 
cancel certain indebtedness, and for other 
purposes; 

S. 1801. An act to authorize the Secretary 
of the Navy to convey to the Virginian Rail­
way Co., a corporation, for railroad-yard-en­
largement purposes, a parcel of land of the 
Camp Allen Reservation at Norfolk, Va.; 

s. 1898. An act to amend section 99 of the 
Judicial Code, as amended, so as to change 
the term of the district court, for the District 
of North Dakota at Minot, N. Dak.; 

S. 1979. An act to regulate in the District 
of Columbia the transfer of shares of stock 
in corporations <.nd to make uniform the 
law with reference thereto; 

s. 2019. An act to establish the grade of 
Fleet Admiral of the United States Navy; to 
establish the grade of General of the Army, 
and for other purposes; 

S. 2105. An act to amend and supplement 
the Federal-Aid Road Act, approved July 11, 
1916, as amended and supplemented, to 
authorize appropriations for the post-war 
construction of . highways and bridges, to 
eliminate hazards at railroad grade cross­
ings, to provide for the immediate prepara­
tion of plans, and for other purposes: and 

S. 2205. An act to authorize the dissolution 
of the Women's Chri,.stian Association of the 
District of Columbia and the transfer of its 
assets. 

JOINT RESOLUTION INTRODUCED 

Mr. CLARK of Missouri, by unanimous 
consent, introduced a joint resolution <S. 
J. Res.164) to extend for 90 days the time 
for filing a r'eport by the Civil Aeronau­
tics Board relating to multiple taxation 
of air co~merce, which was read twice by 
its title and referred to the Committee 
on Commerce. 

HOUSE BILL REFERRED 

The bill <H. R. 3690) to safeguard the 
admission of evidence in certain cases 
was read twice by its title and referred 
to the Committee on the Judiciary. 

CONTINUATION OF WAR CONTRACTS SUB­
COMMITTEE OF COMMITTEE ON MILI­
TARY AFFAIRS 

Mr. MURRAY submitted the following 
resolution <S. Res. 354), which was re­
ferred to the Committee on Military Af­
fairs: 

Resolved, That the authority conferred by 
Senate Resolut ion 198, Seventy-eighth Con­
gress, agreed to February 8, 1944, and Senat e 
Resolution 288, Seventy-eigh th Congress, 
agreed to May 25, 1944 (aut horizing the War 
Contracts Subcommittee of the Committ ee 
on Military Affairs to investigate war con­
tracts, termination of war contracts, and re­
lated problems), is hereby continued through 
March 31, 1945. 

STATE DEPARTMENT NOMINATIONS­
EDITORIAL FROM THE PHILADELPHIA 
RECORD 
[Mr. GUFFEY asked and obtained leave to 

have printed in the RECORD an editorial en­
titled "Red-Blo<Jded War for Blue-Blooded 
Peace?" published in the Philadelphia Rec-

. ord of December 14, 1944, dealing with the 
appointments to the State Department, 
which appears in the Appendix.) 

THE LAND ODOGRAPH-ARTICLE BY 
ARTHUR SYLVESTER 

[Mr. HAWKES asked and obtained leave to 
have printed in the RECORD an article on the 
subject of the land odograph, written by Mr. 
Arthur Sylvester, chief of the Washington 
bureau of the Newark (N. J.) Evening News 
and published in the August 30, 1944, edi­
tion of the Newark Evening News, which ap­
pears in the Appendix.) 

CROP INSURANCE 

The Senate resumed the consideration 
of the bill <H. R. 4911) to amend the 
Federal Crop Insurance Act. 

The VICE PRESIDENT. The ques­
tion is O!l agreeing to the amendment 
offered by the senior Senator from 
South Carolina [Mr. MAYBANK], which 
will be stated. 

The LEGISLATIVE CLERK. It is proposed 
to insert at the proper place in the bill 
the following: 

SEc. -. The first sentence of the twelfth 
paragraph of section 19 of the Federal Re­
serve Act, as amended (relating to the pay­
ment of interest by member banks on de­
mand deposits), is amended by inserting 
before the period at the end thereof a colon 
and the following: "Provided further, That 
this paragraph shall ftot be deer.1ed to pro­
hibit the absorption of exchange or collec­
tion charges by member banks.'' 

The VICE PRESIDENT. The clerk 
will also state the unanimous-consent 
agreement entered into yesterday. 

The legislative clerk read as follows: 
Ordered, by unani mous consent, That on 

Thursday, December 14, 1944, at not la ter 
than 2 o'clock p.m., the Senate shall proceed 
to vote upon the pending amendment and 
all amendments thereto. The time to be 
equally divide·d and controlled by the Sena­
tor from South Carolina [Mr. MAYBANK] 
for the proponents, and the Senator from 
New YQrk [Mr. WAGNER] for the opponents. 

Mr. TAFT. Mr. President, the pro­
posed amendment, the so-called Brown­
Maybank bill, has been pending before 
the Committee on B~nking and Cur-

rency, and that comnittee is now in tte 
midst of hearings. The hearings pro­
ceeded this morning. I myself was 
waiting until I could get opportunity to 
examine the members of the Federal 
Reserve Board and the Federal Deposit 
Insurance Corporation before finally 
making up my mind. · 

In view of the fact that the Senate is 
proceeding with the bill as an _amend­
ment to the pending crop-insurance bill, 
I asked Mr. Eccles to submit any state­
ment he might care to make. He had 
already prepared the statement which 
he was scheduled to make before the 
committee on Friday morning, and he 
furnished me a copy of the statement, 
which I ask to have printed in the body 
of the REcoRD as part of my remarks. 

The VICE PRESIDENT. Is there ob­
jection? 

There being no objection, the state­
ment was ordered to be printed in the 
RECORD, -as follows: • 

Mr. Chairman, shortly after Mr. MAYBANK 
introduced· his bill, the Board, in response to 
the committee's request, made a formal rc­
pol't . If it is a~reeable to the ,committee, I 
suggest that the Board's general attorney, 
Mr. Dreibelbis, read the Board 's report later 
on. He will undertake to answer such ques­
tions as the members of the committee may 
wish to ask concerning the contents of the 
report or any of the details involved. 

I would like also to suggest that all of 
the correspondence on the subject in the 
committee's files, pro and con, be included 
in the record. In the House it was argued, 
you know, that no one was opposed to the 
bill except the Board. This is really the first 
time opponents, other than the· Board, have 
had an opportunity to be heard. For rea­
sons beyond anyone's control and which 
everyone Understands, it has been possible 
for only a few members of the committee to 
hear the testimony which has been offered. I 
hope that members of the committee will 
have time to see what the many bankers as­
sociations. trade associations, bankers, and 
businessmen have to say about the pending 
proposal. It is for these reasons that the 
suggestion is made. 

I shall try to confine my statement to the 
broader 'implications of the proposed legisla­
tion and to certain matters which seem per­
tinent in the light of developments since the 
Board's report. 

First, I understand that the question has 
been asked why, if this law has been in the 
books since 1933, was it not enforced until 
September 1943? I understand also that it 
has been said, with all the innuendos which 
such a statement implies, that the Board's 
action was taken only after the sudden deat h 
of ~epresentative Steagall in the latter part 
of November 1943. 

Let me say that there never has been a 
time since I have been on the Board when all 
of the Board have not believed that the 
absorption of exchange by a member bank un­
der the circumstances outlined in it s pub­
lished ruling of September 1943 was a viola­
t ion of the statute Congress enacted. In De­
cember 1935, the Board proposed to incorpo­
rat e in its regulation Q language which, in so 
many words, would so provide. The F. D. I . C. 
refused to go along in its corresponding regu­
lat ion applicable to nonmember insured 
banks, so the Board post poned the effective 
date of its proposed amendment. The Board 
did so because it seemed extremely unfor­
tunate that member banks should oparat e 
tinder one rule and nonmember banks undt::r 
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aJ:lother. It hoped to l;>e able to find some 
basis for agreement between the two view­
points and to avoid the very situatton which 
now exists. _ 
- In December of 1936 the Board again pro­
posed an amendment to its regulation Q 
along the lines of the 1935 proposal. It was 
at that t ime that Chairman Steagall of the 
House Banking and Currency Committee and 
the chairman of this committee askec' the 
Board again to defer the effective date of 
the proposed amendment. Some Members of 
Congress indicated that they had in tni.nd 
proposing an amendment to the statute. 
.'I'he Board acceded to .the re.quest for a . de­
ferment, but it did not recede from its posi­
tion. Let me read the Board's press state­

·inent of .Tanuary 30, 1937, announcing its 
action: 

"Chairman Steagall of the House Banking 
and Currency · Committee and Chairman 
WAGNER of the Senate :aankine- and Currency 
Committee "havP requested the Board of Gov­
ernors of the Federal Reserve System to post­
pone the effective date o{ the definition of 
interest in subsection (f) of section (1) of 
the Board's regulation Q, which the Board 
on Dzcembcr 21, 1936, announced would be­
come effect ive February 1, 1937. 

"The Board, after careful consideration, had 
reached the conclusion that the law and the 
existence of certain banking practices re­
quired the adoption of this definition. But 
the Board feels that the request v;hich these 
two chairmen have now made should be 
granted, in view of the fact thr.t the Board 
has been informed that a number of Mem­
.bers of Congress are givin~: consideration to 
.the question of the advisability of amending 
the law under which the Board's regulation 
was issued, and desire additional time for 
that purpose. · 

"The Board therefore has postponed from 
;February 1 to May 1 , ·1937, the effective date 
·of subsection (f) of section (1) · of regu­
iation Q which contains the definition of 
interest." 

Before May 1, 1937, the Board conceived the 
idea and suggested to Mr. Crowley that the 
la.wyers of the two agencies get together and 
write a definition of interest which would ' 
merely restate what the cou~ts have sair. in 
defining the term. This was done and on 
February 12, 1937, the . applicable regulation 
of the F. D. I. c. and the Board's reg~lation 
Q were amended to provide that; for the pur­
poses of both regulations, . "interest" should 
mean "any payment to o_r for the account of 
any depositor as compensation for the use of 
funds constituting a deposit." The regula­
tions of both agencies thereupon became 
uniform in this respect. At the same time 
the Board and the F. D. I. C. issued a joint 
statement for the press in . which it was 
pointed out that the· effect of the amend­
ments was to declare existing law rather than 

. to interpret and apply the law to particular 
practices. It was stated that this would per­
mit_ the general application by each agency 
of a uniform law and a determination, based 
upon the facts involved, in specific cases. 

Never, since the enactment of the law, has 
the issue of exchange absorption been dead. 
But it became much more acute with the 
advent of the defense program which brought 
with it a huge Government financing pro­
gram and an opportunity for investment in 
Government obligations on a scale no one 
had ever before thought of. The preceding 
period had been one in which money rela­
tively was a drug on the market. Some 
banks, because of the assessment for deposit 
~nsurance and the lack of investment oppor­
tunity, were even trying to decrease their de­
posits . . The Board had hoped the problem of 
exchange absorption would solve itself but it 
became increasingly evident that the prac­
tice was increasing. 

In July 1942 the Comptroller of the Cur­
. rency addressed a letter to the Board sub­
mitting the facts of a practice being followed 
by a certain ·national bank and requested a 
ruling as to the applicability of the law to 
the fa_cts of that _case. The Board delayed an 
expression of its views pending several ex­
aminations of the bank which cumulatively 
developed that the bank was actually absorb­
ing exchange for the purpose of compensat­
ing certain of its depositors for the use of 
their funds. Moreover, in October 1942, be­
fore expressing its views, the Board suggested 
to the Comptroller of the CUrrency that rep:. 
resentatlve& of the three agencies meet and 
consider the matter. Such meetings were 
held on November 11, 1942, and January 29, 
1943. On August 6, 1944, well in advance of 
the issuance of the ruling, the Board wrote 
Chairman Steagall of the House Banking and 
Currency Committee _anc:I Chairman _WAGNER 
of the Senate Banking and Currency Com­
mittee sending tl. em a copy of the proposed 
ruling in order that they might have an op­
portunity . to object or comment if they de­
sired to do so. Mind you, this was almost 3 
months before Mr. Steagall's sudden death 
and obviously before the Board could have 
forecast that ·.1ntimely event. At the same 
time a copy of -the proposed ruling was also 
sent to Chairman Crowley of the F. D. I. C. 
Receiving no objections or comments from 
either chairman, the ruling was transmitted 
to the Comptroller of the Currency on August 
23, 1943, and was subsequently published in 
the September issue of the Federal Reserve 
Bulletin. I have before me copies of all the 
correspondence to which I have referred and 
which I would like to have inserted in the 
RECORD. 

There is another matter which bas come 
to my attention upon which I would like to 
comment. Because my convictions with re­
spect to bow the banking system could be 
made to function more effectively have been 
publicly stated, the Board has been charged 
with having ruled as it did in September 
1943 for reasons outside and beyond its 
statutory responsibility under section 19 of 
the Federal Reserve Act. One such charge 
has been _ built around creating the false 
notion that the Fede.ral Reserve. System is a 
"big bank system" catering to the large 
banks, trying in its September ruling to 
abolish the dual banking system and to make 
it easy for the extension of branch banking 
by striking at the existence of small banks. 

Absurd charges, such as these, illustrate 
the length to which the proponents have 
gone. They talk as though the Federal Re­
serve Act was not patterned to the dual 
ban~-;:ing system. The Board bas consistently 
recommended changes in the law designed to 
make it possible for more State banks to 
become members. There are at this time 
over 1.700 member State banks and the 
Board and every Federal Reserve bank wishes 
there were more. Strangely enough, some 
of the very . same critics, who now say the 
Board is out to destroy the State banks, have, 
on other occasions, been equally critical of 
the Systems activities in inviting State 
banks to become members. · 

On the matter of the System's interest in 
the smaller banks, I point to the fact that 
of a total membership of approximately 6,700 
banks, over 5,000 had deposits, as of Decem­
ber 1943, of less than $5,000,000 each. Over 
3,200 of these had deposits of less than $2,-
000,000 each. . Compare thil:l with the non­
par banks. Attached to this statement are 
some very interesting statistics comparing 
par and nonpar banks as to location, number, 
and siM. It is apparent that if this bill is 
enacted, it will be to favor a very small 
minority of banks holding a still smaller pro­
portion of the country's deposits against the 
overwhelming majority of banks holding a 

still greater proportion of deposits. Even 
the maps and statistics do not present the 
picture in its entirety. As bas been pointed 
out to the members of the committee, the 
practice of exchange absorption is not as 
extensive as the practice of charging ex­
change. Only in the Southeastern States 
does it appear that the practice of absorbing 
exchange is extensively followed. Thus the 
passage of this bill would indeed be a case 
in which not on!)y would t:Qe tail be wagging' 
the dog but the ea would be pushing the 
elephant aroun . 

The System is composed of small banks and 
its interest in their welfare bas been evi­
denced by more than giving lip service to 
the idea. Opening up the credit facilities 
of the System to permit loans to nonmem­
ber banks OJ:l the security of Government 
obligations was 1n aid of small banks, not 
large ones nor, I add, member banks. 
The System's support of Treasury efforts to 
malte Government securities more readily 
available to banks by simplifying the bid­
ding, making automatic allotments, and giv­
ing certain preferential terms has been in 
aid of the small banks, not the large ones. 
The Board's consi3tent opposition to the 
extension of the business of savings and loan 
associations into the commercial banking 
field bas been in behalf of small banks, not 
the large ones. Its position, alone· of all 
the Federal banking agencies, in the matter 
of the extension of P. C. A. loans, was in 
behalf of small banks, not large ones. These 
are a few recent illustrations. 

My final comments are co:p.cerned with the 
discriminatory character of the proposed 
bill as applied to member banks and par­
ticularly to small member banks. Members 
of the committee are familiar with the pro­
visions of the Federal Reserve Act which 
require member banks to be par banks. It 
comes_ about by reason of the fact that the 
act provides that Federal Reserve banks shall 
receive checks at par and member banks are 
prohibited from charging exchange on checks 
presented by a _Federal Res·erve bank. 

If Congress, by this legislation, authorizes 
the absorption of exchange, it must be be­
cause Congress believes that banks, or at 
least small banks, should be permitted to 
charge exchange. Certainly, therefore, it 
would be extremely unfair to the small Na­
tional and member State banks, which are 
equally as small and greater in number than 
the ·nonpar banks, for Congress to continue 
to require them to be par banks. I believe 
that such action would be decidedly a back­
ward step and would put a heavy and undue 
burden on business and commerce; but, in 
the· last analysis, the question is one for 
Congress and if it is right for one small group 
of banl{S it should b-e right for all banks. 

Moreover, if Congress believes that mem­
ber banks should be permitted and thus en­
couraged to absorb exchange charged by non­
member banks, I would like to say a word 
in behalf of the proportionately far greater 
number of small banks which have no ex­
change to be absorbed and to suggest as a ~at­
too-happy alternative that member banks be 
permitted to pay interest on bank balances 
to the extent such balances are not a part 
of the required reserves of the . depositing 
bank. Since member banks receive no in­
terest on their required reserves, this would 
result in all small banks alike receiving in­
terest on their balances with correspondent 
banks to the extent, of course, that t heir cor­
respondent banks would be willing ~o pay 
interest on such accounts. At the same time, 
unrestrained bidding for balances on the 
scale which contributed to the bank holiday 
in 1933 could be reduced by authorizing the 
Board to fix the maximum amount of inter­
est which could be paid on these accounts in 
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the same manner as it now does in the case 
of time deposits. 

Mr. Chairman, I cannot sit by as Chairman 
of the Board of Governors of the Federal Re­
serve System without raising my voice in 
protest against a measure designed to under­
mine the System as this would. Not only 
would it discriminate against the Federal 
Reserve System but it would be equally dis­
criminatory against the national banking 
system, both of which were created by Con­
gress in the first instance. I can see in this 
bill encouragement to withdraw from the 
System, encouragement to extend nonpar 
clearance, and encouragement to revert to 
the unsound practices of the pre-bank-holi­
day period and all of this would come at a 
t ime of all times when -the banking system 
must continue to meet the greatest challenge 
it has ever faced. 

Number of par at~-d nonpar banking ·offices, 
by States, June 30, 1944 

[Includes branches and additional ofi::ces, except offices 
at military reservations, classified according to Federal 
Reserve par list status. Preliminary figures, subject 
to minor change] 
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Number and deposits of commercial banks classified according to Federal Reserve par 
list status, Jun'e 30, 1944 
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Mr. TAFT. Mr. President, there are 
on file with the Committee on Banking 
and Currency some 3·,695 communica­
tions relating to the Brown-Maybank 
bill, and, of those, 3,081 are from persons 
or organizations opposed to the bill. 

I might say further that the State 
banking associations in some 25 States 
have acted in opposition to the Maybank 
bill and submitted resolutions to the 
committee; m .. mely, the State banking 
associations of Colorado, Connecticut, 
the District of Columbia, Idaho, Illinois, 
Indiana, Kansas, Maine, Maryland, Mas­
sachusetts, Michigan, Minnesota, Mis-' 
souri, Montana, New Hampshire. New 
Jersey, New Mexico, New York, Ohio, 
Oklahoma, Rhode Island, Utah, Vermont, 
West Virginia, and Wyoming. 

Mr. President, the May bank bill at­
tempts to amend the section of the Fed­
eral Reserve Act which provides: 

The Board of Governors of the Federal Re­
serve System is authorized • • • to de-

termine what shall be deemed to be a pay­
ment of interest, and to prescribe such rules 
and regulations as it may deem necessary to 
effectuate the purposes of this section and 
prevent evasions thereof. 

The Federal Reserve Act provides in 
section 12: 

No member bank shall, directly or indi­
rectly, by any device whatsoever, pay a.ny in­
terest on any deposit which is payable on 
demand. 

The practice which exists among non­
par banks, affecting a very small per· 
centage of the total deposits of this coun· 
try, is to charge exchange on checks 
drawn on those banks. For instance, if 
I am living in a small town, and I have 
a deposit in a non-par bank, I can of 
course go to that bank with my check 
and draw out the money without pay .. 
ment of exchange, but if I send my check 
to Chicago in payment of a bill, we will 
say, and the Chicago inan deposits the 
check in his bank, the Chicago bank 
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sends the check to a bank in Atlanta, the 
Atlanta bank presents it to the nonpar 
bank, it refuses to pay the $1,000 for 
which the check is drawn, but will pay on 
the check only a~out $997.50, refusing to 
honor the check according to its terms. 

Mr. McKELLAR. Mr. President, will 
the Senator from Ohio yield? 

Mr. TAFT. I yield. 
Mr. McKELLAR. For more than 9 

years the Federal Reserve Board acqui­
esced in that practice, indicating by so 
doing, apparently, that they did not be­
lieve the practice to be wrong. Now, 
after about 10 years, they make a dif­
ferent ruling. 

Mr. TAFT. I will answer the Senator 
later. I was only trying to describe the 
process. 

Mr. McKELLAR. Very well. 
Mr. TAFT. That means, of course, 

that the depositors in these banks do not 
like that practice very much because, of 
course, people to whom they try to pay 
their bills object to accepting 'less than 
the full amount of a check. In States 
like Nebraska or South Dakota those ex­
change charges are not absorbed. The 
central banks do not absorb them. 
When the individual who received the 
check prP.sents the check to the bank he 
if: paid only $997.50. 

Naturally the depositors do not partic­
ularly like such a practice, and in some 
States it has gradually driven away the 
.depositors from the nonpar banks. We 
had witnesses from Nebraska before the 
committee who testified that they felt 
that as a business matter the payment 
of checks at par was advisable, and was 
the only manner in which they could 
handle it. In the South, however, they 
have not been obliged to make it incon­
venient for their depositors, because the 
city banks have been in the habit of ab­
sorbing those exchange charges. So 
that in ei'fect the city banks pay this dif­
ference to the small nonpar banks. Of 
course, there is no reason in the world 
why they should pay it, except that they 
like to have on deposit with them the de­
posits of the small nonpar banks. The 
nonpar banks feel, and really the equi­
table argument made here is, that the 
local depositors should not have . to pay 
this expense, which may be a neces:::ry 
expense ; that it is proper to pass it on 
to the central banks, because the de­
posits of local money, which are made 
to the central banks, are of some value 
to the central banks, and therefore they 
ought to pay the exchange, and it is per­
fectly proper for them to do so. 

Of course, logically there was an argu­
ment for the payment of compensation 
for deposits, but Congress has taken the 
position that there should be no com­
pensation paid for demand deposits in 
the United States. That has been re­
peated over and over again. It is set 
forth in the law and is repeated in the 
Federal Reserve Act. We prohibit the 
payment of interest. We say in effect 
that to permit the payment of any com­
pensation for demand deposits creates 
an unfortunate condition in the banking 
business, and that it tends to draw the 

, money away from local districts, where 

it can be loaned out, and tends to bring 
the money into the central banks, and 
finally into New York. Of course, in the 
great example in 1929, it resulted in the 
sending of all the money to New Yorlc, 
where it was used on the call market to 
promote stock exchange speculations. 

A condition like that fs not likely again 
to arise. But the policy of Congress is 
definite-that banks shall not pay inter­
est on demand · deposits left with them 
either by individuals or by other banks. 
The effect of this absorption practice is 
to permit a payment of compensation, 
and it is absolutely contrary to the whole 
principle of the law, of the Federal Re­
serve Act, which is laid down by Con­
gress. 

The only question which concerned 
me is the same question which has un­
doubtedly concerned the Federal Re­
serve Board, and has led to the fact that 
this practice has continued-whether 
or not the Federal Reserve Board has the 
right to say that payment of compen­
sation in the form of the absorption of 
exchange charges is interest within the 
terms of the Federal Reserve Act. The 
Federal Reserve Act provides: 

No member bank s~all pay any interest 
directly or indirectly by any device whatso­
ever. 

Certainly that is an indication to Con­
gress that they intend a broad definition 
of these terms. As a matter of fact, the 
Federal Reserve Board has never issued 
a regulation saying that exchange 
charges cannot be absorbed. The Fed­
eral Reserve Board has only ruled in an 
individual case. Their regulations, 
which have been worked out with the 
F. D. I. C., only define interest as "any 
payment to or for the account of any 
depositor as compensation for the use of 
funds constituting a deposit." 

That is the regulation. The Board has 
never said that the payment of exchange 
charges in any case is interest and is a 
violation of the law. All they have 
said is that in a particular case on 
which they ruled it was a device for the 
payment of interest. Now even the 
F. D. I. C., which is supporting the bill, 
has a regulation which says that the 
absorption of exchange charges is not 
interest: 

In the absence of facts or circumstances 
establishing t hat the practice is resorted to 
as a device for the payment of interest. 

The F. D. I. C. itself is supporting the 
bill, but Mr. Brown, of the F. D. I. C., 
in an opinion, says: 

This opinion will not apply to cases where 
the particular circumstances are such as to 
establish that the practice has been resorted 
to deliberately as a device for the payment 
of compensation to a depositor for the use 
of his funds. 

So the Board and the F. D. I. C. are in 
agreement as far as official regulations 
are concerned that exchange charges 
may be absorbed unless the payment of 
those charges is used as a device for the 
payment of interest. 

The particular case which the Federal 
Reserve Board ruled on was a case of this 
sort. The bank had absorbed exchange 

charges for customers keeping so-called 
compensating balances. In 1942 it had 
absorbed for such customers $18,000 out 
of $25,000 exchange charges paid. In the 
first 3 months of 1943 it had absorbed 
$4,600 out of $5,600. In some instances 
the amount absorbed for some customers 
amounted to as much as 2 or 3 percent of 
their balances. That its total corre­
spondent bank deposits had increased 
from less than $7,000,000 at the end of 
1941 to nearly $18,000,000 in 1943, a ratio 
far greater than the increase in its total 
demand deposits, or of the corresponding 
increases of other banks in the same 
area. The exchange charges were not 
absorbed, but were charged back when, 
because of a lack of a compensating 
balance, the bank had "no way of mak­
ing it back." 

In other words, they made this con­
tingent on the fact that the bank kept 
a compensating balance. In other words 
it was clearly a compensation for the 
keeping of a balance in that particular 
bank. 

On occasion the bank had written to 
its correspondent banks suggesting that 
they par items sent to such banks in re­
turn for the parring by the subject bank 
of items received from such banks. In 
one instance accounts had been shifted 
from a competing bank to the subject 
bank because of its willingness to absorb 
such charges. In those circumstances 
the Board ruled that the bank in ques­
tion was violating the prohibition against 
the payment of interest on demand de­
posits. 

Mr. President, if the pending amend­
ment is agreed to it means that regard­
less of how exchange charges are used, 
regardless of how they are made depend­
ent upon the keeping of balances in cer­
tain amounts, nevertheless they are law­
ful. It seems to me clear that if we pass 
such a sweeping law as that we not only 
permit the continuation of the charges 
that have been made, but we actually 
open up a manner in which the prohibi­
tion against payment of interest may be 
directly avoided by banks throughout the 
entire United States. We, in other words, 
permit the violation. We say that you 
cannot pay interest, but you can use this 
method of going around behind and · 
actually paying interest for deposits. In 
other words it seems to me that this 
measure breaks down the whole principle 
established by Congress that interest ' 
shall not be paid on demand deposits. 

I think it is unfortunate that the 
measure comes up on the floor of the 
Senate. We might work out some 
method by which absorption of exchange 
charges could be frozen so that the prac­
tice could continue where it has existed, 
but could not in any way be extended. , 
Certainly the proposed method of say­
ing that any exchange charges may be 
made regardless of whether they are 
compensation for funds, violates not only 
the rules of the Federal Reserve Board 
but also the principles laid down by the 
Federal Deposit Insurance Corporation. 

I may say in answer to the Senator 
from Tennessee that Mr. Eccles has made 
a statement as to why the Board has not 



9388 CONGRESSIONAL RECORD-SEN4 TE DECEMBER 14 
acted before this time. As I have pointed 
out, the Board has ruled on a particular 
case. Incidentally, any bank can dispute 
the validity of the regulation. I do not 
think it would be done, because the regu­
latio· is clearly valid. Any bank to 
which the Federal Reserve Board says, 
"You cannot absorb exchange charges" 
may cooperate with its depositing bank 
to take the case to court for a deter­
mination of what the law actually is, or 
whether in its particular case it has been 
using exchange charges as a device to 
pay interest on demand deposits. That 
question can be taken to court. 

It seems to me that it would probably 
be better to leave the question to be de­
termined in each individual case, and let 
the courts permit interest to be paid in 
cases in which it is the customary prac- · 
tice, with no relation to the money on 
deposit in compensating balances. 
There would still be the threat against 
the extension of the practice. That 
would remain in the law as it is today. 
I see no reason why we should attempt, 
by a sweeping regulation, to authorize a 
practice which, if extended, would cer­
tainly break down the whole prohibition 
against the payment of interest, and 
would break down the effort to obtain 
par clearance throughout the United 
States. 

Mr. Eccles says in his report: 
First, I understand that the question has 

been asked, Why, if this law has been in the 
books since 1933, was it not enforced until 
September 1943? • • • 

Let me say that there never has been a 
time since I have been on· the Board when 
all of the Board have not believed that the 
absorption of exchange by a member bank 
under the circumstances outlined in its pub­
lished ruling of September 1943 was a vio­
lation of the statute Congress enacted. In 
December 1935 the Board proposed to in­
corporate in its Regulation Q language 
which, in 80 many words, would 80 pro­
vide. The F. D. I. C. refused to go along 
1n its corresponding regulation applicable 
to nonmember insured banks so the Board 
postponed the effective date of its proposed 
amendment. The Board did so because it 
seemed extremely unfortunate that member 
banks should operate under one rule and 
;nonmember banks under another. ·n hoped 
to be able to :find some basis. for agreement 
between the two viewpoints and to avoid 
the very situation which now exists. 

In December of 1936 the Board again pro­
posed an amendment to its Regulation Q 
along the lines of the 1935 proposal. It was 
at that time that Chairman Steagall, of the 
Ho~e Banking and CUrrency Committee, ami 
the chairman of this committee asked the 
Board again to defer the effective date ot 
the proposed amendment. Some Members 
of Congress indicated that they had tn mind 
proposing an amendment to the statute. 
The Board acceded to the request for a de· 
ferment, but it did not recede from its posi­
.tion. 

He then quotes from a letter which he 
wrote to Chairman Steagall on January 
80, 1937, stating that the Board would 
defer further action because of the re­
·quest of Congress, and the proposal that 
legislation would be brought before Con­
gress to clarify the situation. 

Continuing with Mr. Eccles' state­
ment: 

Before May 1, 1937, the Board conceived 
the idea and suggested to Mr. Crowley that 
~e lawyers of the two agencies get together 

and write a definition of interest which 
would merely restate what the courts have 
said in defining the term. This was done 
and on February 12, 1937, the applicable reg­
ulation of the F. D. I. C. and the Board's 
regulation Q, were amended to provide that, 
for the purposes of . both regulations, "in­
terest" should mean "any payment to or for 
the account of any depositor ar compensa­
tion for the use of funds constituting a 
deposit." The regulations .of both agencies 
thereupon became uniform in this respect. 
At the same time the Board and the 
F. D. I. C. issued a joint statement for the 
press in which it was pointed out that the 
effect of the amendments was to declare 
existing law rather than to interpret and 
apply the law to particular practices. 

Mr. President, 1 do not think it is nec­
essary for me to read all of Mr. Eccles' 
history of the actions of the Board; 
but I think it is perfectly clear that the 
Board has always maintained that this 
practice could become, and was becom­
ing, a payment of interest; that it was 
breaking down the Board's rules; and 
that the Board only waited until a par­
ticular case could come before it, in 
which the facts clearly showed that it 
was being used as a payment of inter­
est, to make the ruling of September 
1943. ·, 

Furthermore, no rule has ever been 
made which absolutely prohibits the ab­
sorption of exchange charges. The 
Board is merely interpreting the statute. 
The courts are free to interpret the stat­
ute in some other way, 

Mr. President, I believe that it is most 
unfortunate for the Senate to counte-

' nance the practice of taking a bill a way 
from a committee. by means of attach­
ing it as an amendment to another bill, 
with which it has nothing whatever to do. 
It is obvious to me in this case that there 
is at least some prospect, if we consider 
the proposed amendments. of arriving at 
an agreement in the committee. I do not 
see how it can be done on the floor of 
the Senate. That is a. further reason 
why these matters should be considered 
carefully by the committee. Until the 
committee has shown an unwillingness 
to act, or its opposition to the bill, there 
seem_s to be no reason why it should be 
offered as an amendment to the pending 
bill. I know that the chairman of the 
committee feels strongly that the com­
mittee should not be deprived of jw·is­
diction. I feel very confident that the 
measure proposed is of such a. sweeping 
character that it would not only protect 
the_ existing practice where it already 
exists, regardless of its merits, but would 
also open the door much wider than at 
present to the general extension of this 
practice to States in which it does not 
eXist. Probably in a good many niore 
than a majority of the States the prac­
tice does not exist; and certainly we 
have the right to ask that no change in 
the law be made which would introduce 
that practice into other States, regard­
less ·of what its . merits may be in the 
States in which it now exists. 

Mr. REVERCOMB. Mr. President, 
yesterday I discussed certain points 
which have arisen in the cour~~te of this 
debate on the pending amendment. To­
day I have before me an article written 
by Walter Wyatt, who is a distinguished 
lawyer of Washington, and also general 

· counsel for the Federal Reserve System. 
It is especially to be noted that the views 
expressed by him are not stated in his 
official capacity as counsel for the Fed­
eral Reserve System; yet we know that 
he speaks with authority on this subject. 
The title of the article is "The Par Clear­
ance Controversy." It was published in 
the Virginia Law Review for June 1944. 
I ask unanimous consent to have printed 
in the RECORD at this point as a part of 
my remarks certain excerpts from· Mr. 
Wyatt's article. I ask that the footnotes 
showing the authorities cited be omitted. 
The .statement given he~:e is a summary 
of the history of this controversy and 
the conclusions of this authority upon 
the subject. 

There being no objection, the excerpts 
were ordered to be printed in the RECORD, 
as follows: 

~E PAR CLEARANCE CONTROVERSY 

The par clearance controversy, which raged 
in Congres.s during the consideration of the 
original Federal Reserve Act in 1913, was 
revised by the so-called Hardwick Amend­
ment in 1917, and was fought out in the 
courts during the 1920's, h as recently been 
reopened by the introduction of certain bills 
in Cong1·ess. It is essentially a controversy 
between banks and commercial interests on 
the one hand which wish to have checks cir­
culate freely at full face value and a small 
minority of banks on the ot her hand which 
wish to derive a profit from the obsolete prac­
tice of deducting so-called exchange charges 
when remitting to out-of-town points for 
checks drawn upon themselves. 

This controversy originated when Han. 
CARTER GLASS, of Virginia, incorporated in the 
original Federal Reserve Act, of which he was 
the author, provisions designed to provide for 
the coliection of checks at par by the Fed­
eral Reserve banks. It was revived in 1917 
when a committee of bankers sought to have 
a rider for the purpose of restoring to mem­
ber banks of the Federal Reserve System and 
preserving to nonmember banks the right 
to exact exchange charges attached to a bill 
containing important wartime amendments 
to the Federal Reserve Act. This effort was 
resisted successfully, but the resulting legis­
lation was so ambiguous and self-cont ra­
dictory that the battle was continued in the 
courts. It resulted in several decisions of 
national importance by the Supreme Court 
of the United States. 

It appeared that this controversy was 
set tled by these decisions and by certain mod­
ifications in the check collection practices 
of the Federal Reserve syst em. However, 
it has been reopened by certain bills intro­
duced in Congress in January 1944, which 
involve the question only indirectly but the 
enactment of which would have unfortunate 
efiects upon our banking system. 

HOW PRESENT CONTROVERSY AROSE 

Competition between banks for the de .. 
posits of other banks and large corporations 
resulted during the 1920's in the undue con­
centrat ion of such deposits in banks which 
were willing to engage in unsound competi­
tion for them, usually by paying excessive 
rates of interest. The banking d ifficulties in 
1932 and 1933 were accentuated and increased 
by the sudden withdrawal of such deposits, 
especially by large corporations having large 
.balances in numerous different banks. This 
precipitated the failure of several large banks 
in places like Detroit, Baltimore, and Cleve .. 
land. The failure of these banks pulled 
down numerous other banks which had en­
trusted their reserves to them, precipitating 
State-wide .. banking holidays" in States like 
Michigan, Maryland, a.nd Ohio, and contrib· 
uting very largely to the Nation-wide suspen .. 
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slon of the banking business on March 4, 
1933. 

As a consequence, Congress provided in the 
Banking Act of 1933 that, with certain ex­
ceptions not pertinent here, "No member 
bank (of the Federal Reserve System] shall, 
directly or indirectly, by any device whatso­
ever, pay any interest on any deposit which 
1s payable on demand." By an amendment 
contained in the Banking Act of 1935, Con­
gress also required the Board of Directors of 
the Federal Deposit Insurance Corporation 
to prescribe regulations imposing similar re­
strictions on all nonmember banks whose 
deposits are insured by the Federal Deposit 
Insurance Corporation. 

Certain b.anks sought to evade this prohi­
bition by undertaking to absorb excha.nge 
c:t.arges on checks collected by them as an 
inducement for the maintenance of balances 
with them by the banks from which such 
checks were received for collection. In re­
sponse to an official request from the Comp­
troller of the Currency based upon the facts 
in a specific case, the Board of Governors of 
the Federal Reserve System expressed the 
opinion that ·the practice reflected by the 
facts stated in the inquiry constituted a 
violation of the law and published its ad­
ministrative interpretation of the law in the 
Federal Reserve Bulletin. 

This resulted in vigorous protest.'> by a 
vociferous minority of banks which still 

. charge exchange. They claimed that the 
Board's action was a revival of the effort of 
the Federal Reserve System to enforce uni­
versal par clearance. This claim was based 
on the attenuated theory that, if interme­
diate collecting banks could not absorb these 
charges and had to pass them back to the 
owners of the checks, the owners would com­
plain to the drawers of the checks because 
their obligations had not been paid in full, 
and the drawers would bring pressure on 
their own banks to discontinue the practice 
of charging exchange. It was claimed that 
numerous small nonmember banks located 
principally in a dozen Southeastern and Mis-

. sissippi Valley States could not exist without 
the revenue derived from these charges. 

These pr9tests resulted in hearings before 
the Banking and Curr.ency Committee of the 
House of Representatives in December 1943, 
for the purpose of bringing pressure upon the 
Reserve Board to reverse its interpretation of 
the law. This effort proving unsuccessful, 
bills were introduced in both Houses of Con- . 
_gress to amend the law so as to provide that 
it "shall not be deemed to prohibit the ab­
sorption of exchange and collection charges 
by member banks." Hearings were continued 
in the Banking and Currency Committee of 
the House of Representatives during January 
and February 1944; the House bill was re­
ported favorably on February 15, 1944, al­
though five members of the committee filed . 
a strong dissenting report; and the bill passed 
the House of Representatives on March 2, 
194.4. 

The primary effect of the enactment of 
this bill would be . to impair the safeguards 
erected in 1933 and 1935 against unsound 
competition for deposits of other banks and 
large corporations; but it would also en{!our­
age many banks which now pay their checks 
at par to discontinue doing so and would en­
courage many banks to withdraw from the 
National Banking System and the Federal Re­
serve System in order to obtain the· revenue 
derived from exchange charges. Thus, the 
old par-clearance controversy is reopened. 

Many of those participating in the fight 
()Ver the pending legislation are unfamiliar 
with the past history of the par-clearance 
controversy and many inaccurate and mis­
leading statements have been made about it. 
Therefore, it is believed that a review of the 
past history of tl.e legislation and litigation 
regarding the par clearance of checks would 
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-be timely, and would serve a useful public 
purpose. 

• • • • 
CONCLUSION 

The issue of par clearance has twice been 
considered by Congress; and on both occa­
sions Congress has decided in favor of the 
par collection of checks by Federal Reserve 
banks, notwithstanding the determined op­
position of a group of bankers who desired 
to preserve for themselves a source of private 
profit at the expense of the business and 
commerce of the country by perpetuating the 
obsolete practice o~ charging exchange, with 
all of the attendant evils of an inefficient, 
cumbersome, expensive, and dangerous meth­
od of check c~llection. On the first occasion, 
Congress required Federal Reserve banks to 
collect at par all checks on member banks 
sent to the Federal Reserve banks by their 
depositors. On the second occasion, it broad­
ened the scope of the authority of Federal 
Reserve banks to collect checks and required 
that all checks collected by them must be 
collected at par, regardless of whether they 
be drawn on member or nonmember banks. 

The courts have upheld these powers and 
requirements almost completely. They have 
upheld the constitutionality of the require­
ment that Federal Reserve banks must col­
lect checks on member banks at par and 
that member banks must remit at par for 
their own checks when forwarded to them 
by Federal Reserve banks. They have upheld 
the right of Federal Reserve banks to col­
lect checks on nonmember banks whenever 
they can be collected at par; and they have 
upheld the right of Federal ResP.rve banks 
to send checks on nonmember banks to local 
agents without accumulation for orderly 
presentation across the counter in order to 
obtain payment at par, except in States with 
antipar-clearance statutes like that in North 
Carolina. 

As a matter of policy, the Federal Reserve 
System voluntarily discontinued presenting 
checks on nonmember banks through other 
than the usual banking channels; but there 
1s no legal reason why it could not resume 
that practice if it were inclined to do so in 
order to collect checks on nonmember banks 
which will not pay their checks at par when 
presented through the mails. 

With this possibility of enforcing par clear­
ance directly by established methods of prov­
en efficacy, it is absurd to say that the Board 
of Governors of the Federal Reserve System 
is now endeavoring to enforce universal par 
clearance by indirection, merely because it 
has expressed the opinion that the practice 
of absorbing exchange charges as compensa­
tion for the maintenance of deposits is a 
violation of the law which forbids member 
banks to pay 'interest on demand deposits, 
"directly or indirectly, by any device whatso-

.ever." · 
WALTER WYATT. 

WASHINGTON, D. C. 

Mr. TAFT. Mr. President, acting on 
behalf of the Senator from New York 
[Mr. WAGNER], I should like to inquire 
whether any other Senator wishes to 
speak against the amendment. I have 
no notice that any other Senator wishes 
to speak against it. If ·any Senator who 
wishes to speak against the amendment 
will communicate with me, I shall be 
glad to yield to him as much time as 
possible. 

Mr. BILBO. Mr. President,· I take it 
that if the opponents of the amendment 
are not willing to consume their full time, 
its proponents can speak until 2 o'clock. 
. The VICE PRESIDENT. The propo­
nents of the amendment have 52 min­
utes. allotted to them. 

Mr. BILBO. Very well. 

Mr. President, the . pending amend­
ment has been brought forward because 
of the attempt of a bureaucratic group 
which apparently exists in some parts of 
the city of Washington to regulate the 
affairs of the American people from the 
banks of the Potomac River. The bill, 
which is the subject matter of the 
amendment, was introduced by the Sen­
ator from South Carolina [Mr. MAY­
BANK], and is identical with House bill 
3956, which passed the House on the 3d 
of last March by an overwhelming vote; 
in fact, the House was so nearly unani­
mous in support of the bill that the oppo­
nents were not even able to obtain a yea­
and-nay vote on the question of its 
passage. 

I appreciate the fact ti1at at this time 
the proponents of the amendment are 
in a somewhat awkward position in urg­
ing its adoption before the hearing on 
the bill which is now being conducted by 
the Committee on Banking and Currency 
has. been completed. But that situation, 
I w1sh the f:?enate to understand, is not 
our fault. The bill came to the Senate 
from the House of Representatives on 
the 3d of last March, and the committee 
has had more than 8 months in which to 
hold hearings on it. Why there has been 
so much delay, I do not know. Some­
times a good way to defeat a measure 
is to delay the hearings on it. The hear­
ings on the Brown-Maybank bill before 
the Senate committee did not start until 
last week. But there was a very full and 
complete hearing on the bill in the House 
committee. I hold in my hand a copy 
of tHose hearings. They were held at 
various times in the months of Decem­
ber 1943 and January and February 1944, 
and they lasted almost 30 days. After 
a full hearing, the House was practically 
unanimous in voting for the passage of 
the bill. 

I also appreciate the basis of ~the ob­
jection to attaching the Maybank bill as 
an amendment to the crop-insurance bill 
which is being sponsored by the Senator 
from Oklahoma [Mr. THOMASl. I appre­
ciate the fact that the legislation pro­
posed by the pending amendment is not 
germane to the provisions of the crop­
insurance bill. But I also know that 
there is no Senate rule requiring ger­
maneness. Therefore, it is parliamen­
tarily proper to attach the Maybank bill 
as an amendment to the crop-insurance 
bill. 

Some Senators may think that the 
adoption of the Maybank bill as an 
amendment to the crop-insurance bill, 
to which it is not germane, might in some 
way mitigate against the chances of pas­
sage of the crop-insurance bill. But I 
do not believe it would affect the chances 
of the passage of the crop-insurance bill 
either in the Senate or in the House. In 
fact, I should like to call the attention of 
the Senator from Oklahoma to my be­
lief that if he will agree to have the May­
bank bill adopted as an amendment to. 
the crop-insurance bill, its adoption will 
make sure the passage of the crop-in­
surance bill in the House of Representa­
tives, because it is my understanding that 
the Members of the House of Represent­
atives are stronger in t);}eir advocacy of 
the Maybank-Brown bill which would do 
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away with the autoeratic, bureaucratic 
ruling of the Federal Reserve Board than 
they are in their support of the crop­
insurance bill. So, Mr. President. if the 
pending amendment be adopted to the 
crop-insurance bill, I am sure it will help 
the passage of that bill in the House of 
Representatives. I merely offer that as 
a suggestion to the Senator from Okla­
homa. 

Mr. President, the present situation is 
one in which the big boys are lined up 
against the little boys. It is a case of 
the small banks against the large city 
banks. There are something over 14,000 
banks in the United States. The Fed­
eral Deposit Insurance Corporation, un­
der Ivlr. Crowley, has supervision of ap­
proximately 13,000 of the 14,000 banks. 
Mr. Crowley is very strongly in favor of 
the passage of the Maybank bill . 

Mr. President, I ask unanimous con­
sent to have printed at this point in the 
RECORD, as a part of my remarks, two 
statements made by Mr. Crowley in sup­
port of the bill. One of them begins on 
page 112 of the House hearings. At that 
time Mr. Crowley pointed out the im­
portance of the passage of the bill, and 
he also took occasion to point out the ul­
timate effect of defeat of the bill, and he 
intimated what the Federal Reserve Sys­
tem or those behind it are really after, 
namely, to destroy the 2,400 or 2,700 small 
banks which are enjoying the right and 
privilege of having their exchange f~es 
absorbed by their correspondent banK:s. 
So, Mr. President, since my time is very 
limited, I ask unanimous consent to have 
printed in the RECORD Mr: Cro.wley's 
statement which begins on page 112 of 
the House hearings, and also his state­
ment which begins on page 669 of those 
hearings, for Mr. Crowley was called be­
fore the committee a second time, and 
in his second statement he emphasized 
the facts brought out in his first state­
ment .. 

There being no objection, the state­
ments were ordered to be printed in the 
REcORD, as follows: 
ABSORPTION OF EXCHANGE CHARGES-STATEMENT 

OF J,EO T. CROWLEY, CHAIRMAN, FEDERAL DE­
POSIT INSURANCE CORPORATION 

(Friday, December 17, 1943) 
Mr. CROWLEY. Mr. Chairman and members 

of the committ ee, I have a written Ptatement 
which I would like to present later, but I 
would -like to say a few words first . 

I appreciate that Mr. Ransom, Mr. McKee, 
and their associates have made a very thor­
ough st udy of this question and have gone 
into great detail and I might say they are 
all dear friends of mine and I hate to be in 
disagreement with them, especially on bank­
ing matters, all of the time; but, funda­
mentally, there is a difference between us 
and we have a little difficulty in agreeing on 
some things. From an adm.inistrative stand­
point, we get along very nicely. 

I think it is unfortunate that this has 
come up just at this time, when the Con­
gress, apparently, is thinking about recessing 
for a while. I would like to have an op­
portunity to spend some time with this com-

• mittee on this regulation and I am sure it 
cannot be done in half an h our's time, or an 
hour, that we might have this morninJZ. 

I am also sorry that Mr. Steagall is not here. 
We went all through this regulation several 
years ago and it y,as indicated then that this 
comrr.ittee and many Members of Crmgress 
wanted this matter deferred. The matter of 
tllia law as interpreted by the Federal Re-

serve has been on the books since 1933. I 
appreciate Mr. Ransom is a very conscien­
tious individual and wants to carry out the 
wishes of Congress. 

We, too, want to carry out the wishes of 
Congress, but I fall to find anywhere in the 
direction from Congress it ever indicated a 
desire to deal with par cles.rance. You skate 
around all you want, but when you get right 
back there are a few fundamental things in­
volved. First. I think the ruling indirectly 
forces par clearance on the banking system of 
this country, and I have always been a strong 
believer that in legislative matters you should 
meet a thing directly, not placing some fine 
Italian writing in a law and then interpreting 
it in a way that you feel YOUi theories can 
best be served. And Congress certainly in 
the past has indicated, without question, that 
it is not in favor of enforcing par clearance, 
and the Supreme Court has indicated, as I 
understand it, that the Federal Reserve 
Board did not have the authority to do so. 

Secondly, in the question of absorbing a 
service charge, or the question of indirect 
interest by absorbing exchange, what is the 
difference? In a practical sense, if you are 
going to talk about paying interest, when 
Sears-Roebuck carries an account with a 
bank that clears all of their checks and han­
dles them for them without the service 
charge, where they maintain a balance of 
$10,000,000, what is the difference whether 
the bank gives credit for that balance by way 
of free service in clearing checks or by way 
of absorbing exchange? Now, they do that 
all through the banking system. If you have 
an individual checking account and maintain 
a balance of three, four, or five thousand dol­
lars, you will tind you do not pay the service 
charge that the housewife, who has only $100 
balance, does on the items that she sends 
through. Now. if that is not as much of an 
indirect payment of interest as absorption of 
exchange, I do not know what you would call 
it. I think that Congress never intended, in 
this law, to deal with exchange any more than 
it did other service charges. I certainly have 
found no evidence that Congress intended 
either that the Federal Reserve or the Federal 
Der;o~•it would outlaw these exchange charges. 

Now, the net result of this indirect action 
is that you have some two or three or four 
thousand banks that may be materially 
affected. The amount of exchange that the 
large banks are absorbing is very, very nomi­
nal in the whole banking syst em. I think 
the matter has been grossly exaggerated as 
to the influence and effect that it has on the 
banking system. Furthermore, I have always 
been a believer in free enterprise in the bank­
ing system; that banks ought to be able to 
supervise themselves on certain practices and 
not lean on the Government to manage their 
inst itutions and to determine what practices 
they should pursue and what practices they 
should not pursue. · 

Certainly if we were up here to urge Con­
gress to pass some regulation that might 
affect the int.'lrest rates that banks could 
charge on loans, you would hear a cry in holy 
horror that we were interfering with free 
enterprise, but people apparently seem to be 
willing, where it is financially to their ad­
vantag~. not to object to interference. 

I think the net result of the Federal Re­
serve Board's ruling is this: First, it forces 
par clearance; secondly, it very definitely 
affects the earnings of a lot of little banks. 
The next step, in my judgment, is that you 
break your little banker; you eliminate him 
from your banking picture, and the advo­
cates of branch banking immediately will 
come along and say, "Now, this little com­
munity is in need of a banlt and cannot sup­
port an· independent bank, so that we have 
to have a branch bank to serve that com­
munity." 

Now, I do not think this ruling relates to 
just the matter of exchange in these little 
banks; I think· a very fundamental issue is 

involved, and I think this committee ought 
to take plenty of time to understand all of 
the elements that may be involved, because 
I think that, as you go along, you will find 
there are fundamental differences in prin­
ciple between the Federal Reserve and the 
Federal Deposit Insurance. I do not say the 
Federal Reserve are opposed to the small 
bank as such, but my experience in your 
State banks versus your national banks­
and we · have had a lot of experience with 
their attitude towarJ small banks in con­
nection with war contract advances, Gov­
ernment deposits , and the latest ruling-is 
that every move has been made to discrimi­
nate against the rights of the little -nonmem­
ber bank. And when the Deposit Insurance 
system was set up it was very definitely 
understood that deposit insurance would not · 
be used as that type of vehicle. 

So, as I say to you, I think there is a lot 
more involved in this thing than whethe1· 
you refuse to let ·these large banks absorb 
exchange charges; fo:· these fellows amount­
ing to eight or ten million dollars, or what­
ever it may be, that they are absorbing for 
now; I think there is a lot more involved 
than that. 

Mr. BRoWN. Mr . Crowley, may ~ ask just 
one question there? 

Mr. CROWLEY. Yes. 
. Mr. ·BRowN. Suppose the Supreme Court 

should construe the definition of interest by 
the Federal Reserve Board to be wrong, 
unsound; then, of course. the Federal Re:.. 
serve Board would be violating the law in 
reference to their interpretation of the word 
"interest"; is that true? · 

Mr. CROWLEY. That is right. 
Mr. CRAWFORD. Could I ask Mr. Crowley a 

question on the statement he just made? 
Would you include in your general obs&va­
tion there, where. you mentioned deposits 
and the absorption of exchange and those 
other matters that you did specifically men­
tion, all of which tend to operate against 
the operation of the small banks, the effect 
of the Government lending agencies on t.heir 
earning? I notice you did not mention that, 
and I wondered if you would care to include 
that in your remarks. 

Mr. CROWLEY. Congressman, I think my 
position is very well known. I have written 
very definite letters to this committee and 
also to the Senate committee, where I have 
agreed with the small bank on the effect of 
those things on the small bank's earnings. 

Mr. CRAWFORD. Well, which is the greater 
sum involved-this eight or nine million dol­
lars that you mentioned or the losses to the 
small country banks incidental to Govern­
ment lending? 

Mr. CROWLEY. Let me say this to you: If 
you ask me which arm I want to have cut off, 
my right or my left, I would raise the ques­
tion whether you ought to cut either one of 
them off. I agree with ·you on that, that it 
does affect the little banks. 

Let me s~y this to you: We do an awful 
lot of talking all the time about what we 
are going to do for the small businessman, 
what we are going to do for the small bank. 
The small banks just dC1 not have the ad­
vocates to come before you men and present 
their viewpoint. They are scattered all over 
the United States, and one reason why they 
are small is because they are weaker than 
the larger group. And many, many of the 
larger banks are giving the small boys lip 
service .on this regulation here; they are 
indicating to them they are all in sympathy 
with them, but they do not care about the 
thing, although at any time there is any 
legislation here which affects the larger 
banks' interests they will use the small tel­
lows to come in and do the fronting; but I 
notice every time the small bank is involved 
they are the ones who are left hanging ou~ 
on the limb by themselves. 

Mr. CRAWFORD. I have bzen · such a close 
follower of yours and of your philosophy on 
maintaining the capital structure c! the 
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banks, the deposits of which you insure, that 
I have never for one moment when I was 
conscious lost sight of the elements which 
tend to prevent the small bank from earning 
a sufficient amount of money to preserve its 
capital structure. 

Mr. CROWLEY. I know that; that has always 
been your position. 

Mr. CRAWFORD. So what I was trying to get 
clear in my own mind is where is the greatest 
leakage, for comparison, not as to which is 
right or which is wrong, but whether it woUld 
be the $8,000,000 or the losses to the small 
banks incident to the Government lending 
agencies coming into their communities and 
absorbing away from them the paper that 
is worth while. 

Mr. CRoWLEY. There is not any doubt but 
what in some instances the competition of 
Government agencies has much more effect 
on their earnings than this. But that is not 
before us now; this other matter is. 

Mr. CRAWFORD. I understand. The only 
reason I brought that up is because you men­
tioned other things, and I do not believe you 
mentioned the Government lending agencies. 

Mr. PATMAN. Mr. Chairman, I will have to 
go. I am anxious to hear Mr. Crowley. I 
would like to inquire if you expect to finish 
with him today, or if you will have him back 
later. 

The CHAIRMAN. That is the pleasure of the 
committee. I do not know whether Mr. 
Crowley could conclude today or not. Since 
Mr. Crowley has had no opportunity as yet 
to present his side 0f the question, I told him 
we would recognize him today. We have 
started with him rather late, but I thought 
that we would go as long as we could today. 
It being doubtful that we coUld conclude to­
day. 

Mr. PATMAN. I will read your statement 
with interest, Mr. Crowley. 

Mr. CROWLEY. Thank you. (Resuming 
statement:] 

As we understand it, the question under 
discussion is the immediately impending gen­
eral application to all member banks of the 
rt'!ling of the Board of Governors of the 
Federal Reserve System, published in the 
Federal Reserve Bulletin fo.t: September 1943, 
and subsequently amplified, which holds the 
absorption of exchange to be a violation of 
regulation Q prohibiting the payment of in­
terest on demand deposits. 

The Federal Deposit Insurance Corpora~ 
tion had previously submitted a vigorous 
dissent from the proposed rullng of the 
Board of Governors of the Federal Reserve 
System. I should like to insert in the rec­
ord at this point a copy of our letter of dis­
sent which was addressed to the late Ron. 
Henry B. Steagall, then chairman Qf this 
committee. 

The CHAIRMAN. Without obJection, that 
may be done. 

Mr. CROWLEY (reading) : 
• AUGUST 20, 1943. 

The Honorable HENRY B. STEAGALL, 
Chairman, Committee on Banking 

and Currency, 
House of Representatives, 

Washington, D. C. 
MY DEAR MR. CHAIRMAN: We are "1nter­

ested to read the proposed letter of the 
Board of Governors of the Federal Reserve 
System to the Comptroller of the currency 
acconrpanylng Governor Ransom's letter to 
you under date of August 6, a copy of which 
was sent us with advice that it woUld be 
mailed on August 23. 

. In this letter the Board of Governors 
holds that the absorption of exchange 
charges by a national bank constitutes a 
payment of ·interest in violation of section 
19 of the Federal Reserve Act and of the 
Board's regulation Q, which prohibit pay­
ment of interest on demand deposits by 
member· banks 

The subject matter of this letter was dis­
cussec: by representatives of this corpora-

tion with members of the Federal Reserve 
Board staff in January 1943, at which time 
they were advised that this · corporation be­
lieves the Board of Governors• position to be 
untenable, as tP.e question involved appears 
to be one which Congress has pointedly re­
frained from delegatin6 to the Federal bank­
ing agencies for disposition and in which 
the theory of the Board of Governors would 
appear to require it to outlaw as well the ab­
sorption of service charges and other ex­
penses for depositors which all banks now 
incur to some degree. 

In practically all systems of service 
charges on deposit accounts, credit, up to a 
maximum amount of the charges, ls given 
for the worth of the balance to the bank 
in terms of an assumed or hypothetical rate 
of interest. A survey of service charges con­
ducted by the American Bankers Association 
in 1938 showed that out of 478 clearing 
houses· replying to the inquiries, at least aH7, 
or 81 percent, used service-charge systems, 
which, in effect, gave customers credit for 
interest on their accounts In determining 
the amount of service charges to be levied. 
Of course, no interest was actually paid; 
it was credited against charges which would 
otherwise be levied. The practice has be­
come more widespread since that survey was 
made. 

Under these methods of service charges 
the depositor whose account is considered 
to be desirable receives a pecuniary benefit 
which he would not otherwise receive in the 
form of free services, which represents essen­
tially a rebate of charges. This benefit is an 
incentive for the maintenance of larger bal­
ances on deposit with the bank than might 
otherwise be maintained. 

We know. that it is a common practice of 
many· dt:positors to balance the rate of re­
turn which they could secure on their funds, 
if invested, against the service charges which 
they woUld have to pay if their larger bal­
ances were withdrawn, and to base their de­
cisions with respect to the use of their funds 
upon the relative advantage to accrue there­
from. The system of providing free services 
on the basis of minimum balances :and of 
levying charges a~ainst those •who do not 
maintain such balances appears to us to be 
as much a payment of interest as the absorp­
tion of exchange charges. In the latter case, 
the bank pays tor something; in the former 
case. the bank refrains from collecting in­
come which it would otherwise ·receive. The 
net result to the bank is precisely the same, 
the purpose is precisely the same. The only 
diiference is an acc~dent of accovnting. 

Therefore. if the absorption ·of exchange 
charges constitutes a prohibited payment 
of interest. it seems to us equally clear that 
the absorption of internal service charges, 
telephone and telegraph charges, and post­
age for depositors is likewise a prohibited in­
terest payment. Dollar-wise, the volume of 
service charges and expenses absorbed by 
the banks is immeasurably greater than the 
exchange charges which the banks pay for 
their customers. Yet the Board of Gov­
ernors, we believe, would frankly admit that 
to compel banks to pass on to their deposit­
ors expenses and charges of this character 
would not only be a disservice to the de­
positing public, but would. in their opinion, 
be as far beyond the scope of the Board's au­
thority .as we consider the proposed ruling 
to be. 

As we view the proposed ruling, it is sim­
ply another attempt to force par clearance 
upon nonmember banks. In the past, all 
such attempts have been defeated admin­
istratively, legislatively, and judicially. 

Over 2,100 insured banks charge exchange 
on items drawn against them and. while the 
total involved is relatively small, these 
charges constitute a vital source of income to 
these institutions. They have long fought 
the efforts of the proponents of free clearing 
to outlaw the practice and Congress was not 
unaware of that fact in enacting the inter-

est provisions of the 1933 and 1935 acts. Yet 
Congress did not attempt to deal with the 
question then, and we do not believe it in­
tended that the banking agencies do so 1n­
d1rectly under the guise of an interest regu­
lation. This corporation does not intend to 
do so, and it hopes that the Board of Gov­
ernors will not give rise to a situation where 
two Federal agencies make conflicting de­
cisions to the consternation of the public. 
In such a situation we consider it singUlarly 
appropriate to await precise directions from 
Congress. 

A similar letter is being sent to Senator 
WAGNER and to Representative DauGHTON of 
North Carolina. 

Very truly yours, 
LEO T. CROWLEY' 

Chairman. 

Mr. CROWLEY (continuing). On December 
6, 1943, the board of directors of the Federal 
Deposit Insurance Corporation adopted a 
ruling which expressed the view that-

"The absorption of exchange charges by 
an 1nsured nonmember bank in connection 
with its routine collection for its depositors 
of checks drawn on other banks cannot be 
considered a payment of interest, within the 
terms of the interest regulations of the Fed­
eral Deposit Insurance Corporation, in the 
absence of facts or circumstances establish­
ing that the practice is resorted to as a device 
for the payment of interest." 

I should like to insert that ruling in the 
record. That rUling merely confirms the 
positlpn taken by this Corporation in 1935 
and 1936 and adhered to consistently ever 
since. 

I should also like to read to this committee 
a memorandum prepared by our chief 
counsel, dated November 24, 1943, dealing 
with this question and which forms the basis 
of the ruling of the board of directors. 

I am sorry Mr. Brown is not here; he is 
laid up with the 1lu. 

The CHAilUIAN. Without objection, you 
may insert anything you desire in your 
testimony. 

(The ruling follows:) 

''RULING OF THE .BoARD OF DIRECTORS OF THE 
FEDEB.AL DEPOSIT INSURANCE CORPORATION 
ADOPTED DECEMBD 6, 1943 
"RE: A'BSOilPTION OF EXCHANGE CHARGES AS 

PAYllllENT OF INTEREST 
"The Federal Deposit Insurance Corpora­

tion recently has received a number of in­
quiries from insured banks concerning 
whether the absorption by insured nonmem­
ber banks of exchange charges 1mpc;>sed by 
other banks on checks deposited by cus­
tomers for collection or clearance constitutes 
a payment or interest in violation of the 
Corporation's interest regulations, Code of 
Federal "RegUlations, title 12, part 304 (sec. 
304.2). 

"The board is of the view that the absorp­
tion of exchange charges by an insured non.;. 
member bank in connectton with its routine 
collection for its depositors of checks drawn 
on other banks cannot be considered a pay­
ment of interest, within the terms of the 
interest regulat1ons of the Federal Deposit 
Insurance Corporation, in the absence of 
facts or circumstances establishing that the 
practice is resorted to as a device for the 
payment of interest. 

"Attached hereto is a copy of the memo­
randum opinion of the general counsel for 
the Corporation on this question." 

Mr. CaowLEY. Mr. Chairman, I would like 
to have Mr. Thompson read this memoran­
dum for our general counsel. 

The CHAIRMAN. Very well. 
Mr. THOMPSON (reading): 

NOVEMBER 24, 1943. 
MEMORANDUM 

Question: Does the absorption of an in­
sured bank of exchange charges constitute 
a : payment of interest prohibited by the 
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regula_~ions of the Federal Deposit Insurance 
Co rpm at ion? 

The Federal Deposit Insurance Corporation 
recently has received a number of inquiries 
from insured banks concerning whether the 
absorpt ion by insured nonmember banks of 
exchange charges imposed by other banks 
on checks deposited by customers for collec­
tiOn or clearance constitutes a payment of 
interest in violation of the Corporation's in­
terest regulations, Code of Federal Regula­
tions. title 12, part 304 (sec. 304.2). 
· The renewed inquiries concerning this 
question appear to be prompted by recent 
publicity given to a ruling of the Board of· 
Governors of the Federal Reserve System 
interpret ing the provisions of it's regula­
tion Q. The interest regulations of the Fed­
eral Deposit Insurance Corporation are ap­
plicable only to insured banks which are not 
members of the Federal Reserve System, 
whereas regulation Q is applicable orily to 
member banlcs of that System. 

The Corporation's interest regulations pro­
vide that with certain exceptions not here 
applicable, "no insured nonmember bank 
shall directly or indirectly, by any device 
whatsoever, pay any interest on any demand 
deposit," and that "any payment to or for 
the account of any depositor as compensa­
tion for the use of funds constituting a de­
posit shall be considered interest." The 
question presented is whether the absorp­
tion of exchange charges constitutes a "pay­
ment to or for the account" of the insured 
bank's customers and if so, whether such 
payment is "as compensation for the use of 
funds constituting a deposit." If bot h of 
these questions are answered in the affirma­
tive, the act of absorbing the exchange charge 
would be a prohibited payment of interest; 
otherwise, it would not be a violation of the 
regulation. 

The absorption of exchange charges arises 
out of the collection of checks drawn on out­
of-town banks which are not cleared through 
the Federal Reserve banks and for which the 
drawee bank makes a charge again&t the col­
lecting bank. These checks are deposited by 
the payees or endorsees in other insured 
banks which forward them for collection to 
the drawee banks. The latter remit the face 
amount of these checks less their charges for 
clearing or honoring the checks. The collect­
ing banks absorb the difference between the 
face of the checks and the amount remitted, 
which is the amount of the exchange so de­
ducted. More than 2,100 insured commercial 
banks not members of the Federal Reserve 
System do not clear such checks at par and 
thus are listed by the Federal Reserve banks 
as nonpar banks. In addition, many other 
banks, bot h members and nonmembers of the 
Federal Reserve System which clear at par 
through the Federal Reserve banks, make a 
practice of charging exchange on so-called 
direct sendings, i. e., items forwarded by cor­
respondent banks directly rather than 
through the Federal Reserve banks. 

It is our opinion that the absorption of 
exchange charges by an insured nonmember 
bank in connection with its routine collec­
tion for it s depositors of checks drawn on 
other banks cannot be considered a payment 
of interest within the terms of the interest 
regulations of the Federal Deposit Insurance 
Corporation, ln the absence of facts or cir­
cumstances establishing that the practice is 
resorted to as a device for the payment of 
interest. 

The reasons for this opinion are as follows: 
( 1) The absorption of expenses in connec­

tion with hapdling a depositor's account un­
der the law is not ordinarily a payment to or 
for the account of the depositor. Banks cus­
tomarily absorb many expenses in connection 
With the handling of customers' accounts 
Which the law recognizes to be investments 
in customer good will. Therefore these are 
expended for the account of the bank rather 
than for the account of its · depos~t<;>rs, even 

though the depositors may derive benefit 
therefrom. Thus for valued customers banks 
frequently absorb expenses such as telephone 
and telegraph charges, postage, clerk and 
teller hire, and the cost of printing check 
forms. 

Most banks have installed schedules of 
service charges to be levied upon deposit ac­
counts. While numerous differences of detail 
obtain, the common rule underlying such 
schedules is that the deposit is worth some­
thing to the bank and the bank will absorb 
cost s of handling the account up to the 
average worth of the account on the basis of 
an assumed rate of return on an investment 
of the account. · 

In most cases, a basic charge is made for 
any account which is not kept above a cer­
tain minimum balance. For such charge, or 
the maintenance of such minimum balance, 
a certain number of items, 1. e., checks or 
deposits, are handled. Items in excess bf the 
minimum allowed, if not compensated for 
by larger balances, are charged for at pub­
lished or established rates. In a large pro-

. portion of the banks which use this meas­
ured system of service charges, the larger ac­
counts, or the more active accounts, are also 
subjected to analysis to determine the cost 
or profit to the bank of handling such ac­
counts, and the customer is charged accord­
ingly. In many other banks all service 
charges are based upon account analysis re­
gardless of size of the account. Approxi­
mately 70 percent of the clearing houses par­
ticipating in a survey conducted by the 
American Bankers Association in 1938 re­
ported use of account analysis in levying 
service charges upon depositors. (Service 
Charge Survey, 1938, Bulletin 77, January 
1939, American Bankers Association.) Un­
der this latter system, charges are made 
against the account for all costs incurred 
by the bank in handling the account and 
credit is ~iven for the amount which the 
account earns for the bank. These costs 
include exchange and collection cost s ab­
sorbed, bookkeeping and transit costs of han- . 
dling items deposited or checks or drafts 
drawn, and charges for miscellaneous serv­
ices such as oollecting notes, handlmg out­
of-town collections, transferring money by 
wire or otherwise, or providing credit in­
formation . So long as the worth of the ac­
count to the bank exceeds the cost of per­
forming services, no charge is levied against 
the customer. · · 

Where exchange charges are absorbed with­
in the framework of schedules of service 
charges, and . the motive i~ only to establish, 
maintain, or ·strengthen customer good-will 
rat her than to attract fun ds for money con­
sideration, such absorption cannot be dif­
ferentia ted from the absorption of other 
ordinary items of expense, including internal 
expenses (such as rents. clerk hire, and so 
forth) connected with handling ~customer's 
account. 

(2) Exchange charges are expenses of col-
. lect ing items drawn against banks which 

regularly make a practice of imposing such 
charges and thus are comparable to the cost s 
of maintaining clearing houses, hiring mes­
sengers, and other expenses of like char­
acter connected with normal checl{·Clearing 
activities which are customarily absorbed as 
part of the operatin~ expenses of banks, even 
though these charges may enter into com­
putations forming the basis for service 
charges .which when collected constitute op­
erating income of the bank. 

(3) The feature of progressive competitive 
bidding characteristics of interest is lacking 
in the case of absorption of exchange charges, 
as the amount of the exchange charge is fixed 
not by the depository bank but by the nonpar 
drawee bank and would not vary as between 
depositories regardless of the bank selected 
as the collecting medium. 

(4) Although the practice of absorbing 
exchange charges a~tedated the legislation 

on which the Corporation's interest regula­
tions are predicated, no suggestion may be 
found in the legislative record or history of 
this provision to indicate any purpose on 
the part of Congress to permit any regula­
tions of the practice of charging exchange in 
connection with the regulat ion of interest. 
Any restriction against absorption of ex­
change charges would naturally act as a 
direct deterrent to the imposition of such 
charges by the many banks which now im­
pose them. In view of the well-known and 
turbulent history of the par-clearance issue 
and the absence of a specific congressional 
m andate, it seems evident that Cong!'ess 
did not authorize the Corporation to hold 
that the absorption of exchange charges in 
the ordinary course of business constitutes 
payment of interest. 

This opinion will not apply to cases where 
the particular circumstances are such as to 
establish that the practice has been resorted 
to deliberately as a device for the payment 
of compensation to a depositor fo-r the use of 
his funds. 

FRANCIS C. BROWN, General Counsel . 

Mr. KuNKEL. Could I ask Mr. Crowley a 
question, Mr. Chairman? 

The CHAIRMAN. Mr. Kunkel. 
Mr. KuNKEL. In the second paragraph of 

your letter of August 20, 1943, to Mr. Steagall, 
it says: 

"The Board of Governors holds that the 
absorption of exchange charges by a national 
bank constitutes a payment of interest." 

St ate banks are involved in this, also, are 
they not? · 

Mr. CROWLEY. The member State banks. 
Mr. KUNKEL. Just the member State 

banks? 
Mr. CROWLEY. That is right. 
Mr. KuNKEL. Members of the F . D . I . C.? 
Mr. CROWLEY. No; members of the Federal 

Reserve. 
Mr. KuNKEL. But nonmember State banks 

would not be involved in this ruling? 
Mr. CROWLEY. That is right. They are not 

subject to the ruling although, they are ad­
versely affected by it. 

Mr. KUNKEL. Thank you. 
The CHAIRMAN. ·no you want to conclude 

your statement without interruption, and 
then answer any questions, or do you mind 
being asked questions as you proceed? 

Mr. CROWLEY. I wo'Qld be glad to answer any 
quest ions now, and then if we could go on 
and finish, I think we could perhaps do a 
better job. 

Mr. CRAWFORD. I was going to ask you this 
question, Mr. Crowley, relating to the last 
paragraph of Mr. Bl'OWn's memorandum, and 
see if we can tie this up somewhat. I don't 
know that you can answer this question; but 
if Mr. Brown were here, I would submit to 
him this question, as to whether or not his 
closing language there would cause him to 
construe the September 1943 bulletin case as 
one where a practice has been resorted to 
deliberately as a device for the payment of 
interest .to the depositor for the use of his 
funds. The reason I submit the question 
that way is because I find this statement, 
that such charges have been absorbed in 
amounts ranging from 10 cents to $200, and 
that in some instances the exchange ab­
sorbed for particular banks amounted to as 
much as 2 or 3 percent of their balances with 
such banks. 

Mr. CROWLEY. Can you answer that, Mr. 
Thompson? 

Mr. THOMPSON. I am afraid I cannot answer 
it, because I don't know what Mr. Brown 
would rule in those circumstances. I think 
he might want to look into the facts to de­
termine whether or not this variation from 
10 cents to so~ething ~lse was a variation 
determined. by the amount of the balance 
held by the bank, or whether it was deter­

. m~ned_ by the amo'Unt of items Which went 
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through the bank, on whfch the exchange 
wBs carried. 

Mr. CROWLEY. Congressman, I think Mr. 
Brown will undqubtedly be well enough Mon­
day to answer those questions for you him­
self. 

Mr. CRAWFORD. I thank you. 
Mr. THOMPSON (resuming reading of state­

ment): · 
"The remainder of this statement elaborates 

upon the difference in interpretation of the 
law between the Board of Governors of the 
Federal Reserve System and the Federal De­
posit Insurance Corporation. 

"The Corporation does not have the au­
thority to find that absorption of exchange, 
per se, is a payment of interest: The pro­
visions of law governing the prohibition and 
regulation of payment of interest on deposits 
by the Board of Governors of the Federal Re­
serve System differ from those governing the 
prohibition and regUlation by the Federal 
Deposit Insurance Corporation. The act con­
trolling regulation by the Board of Gover­
nors of the Federal Reserve f:ystem gives that 
Board by specific grant the authority t·o de­
termine what shall be deemed to be payment 
of interest. The provision of law under · 
which the Fe.deml Deposit Insurance Cor­
poration operates is pointedly silent with re­
gard to this matter. We believe, therefore, 
that we are restricted in our determination 
to what is in fact recognized to be interest by 
common practice. The absorption of ex­
change is a practice which antedates the 
creation of the Federal Deposit Insurance 
Corporation, the passage of the Federal Re­
serve Act, and, in fact, .any one present at 
this hearing. It is a normal, customary 
practice connected with the routine collec­
tion of checks and, historically, has not been 
looked upon as a payment of interest even 
though it may be considered an inducement 
for maintaining balances. Many devices are 
used and have been used for encouraging or 
impelling customers to carry larger balances. 
These devices are not considered to be in­
terest. Among 'these may be included service 
charges as discussed in our letter of August 
20, 1943, addressed to Mr. Steagall, and in 
the memorandum of our general counsel of 
November 24, 1943. 

"Scope of Federal Reserve Board's ruling: 
The ruling of the Board of Governors of the. 
Federal Reserve System is applicable only to 
member banks. The member banks, how­
ever, include practically all of the banks 
which handle the general clearing of checks 
for correspondents. 

"Irrespective of intent, therefore, the ef­
fect of the ruling, regardless of the position 
of the Federal Deposit Insurance Corporation, 
will be to enforce practically universal par 
clearance, so-called. The issue, therefore, 
raises anew the question of par clearance. 

"Par clearance: My reference to par clear­
ance, however, must not be construed as im­
puting to the Board of Governors that its 
purpose is to enforce par clearance. I accept 
the Board's statement in that regard. My 
position is that, regardless of the Board's pur­
pose, the effect of its ruling is to enforce par 
clearance. Because of this, I would like to 
call the committee's attention briefly to the 
history of par clearance, which I believe can 
best be done by quoting from the opinion of 
the United States Supreme Court, written by 
Justice Brandeis, in the case of Farmers and 
Merchants Bank of Monroe, N. C., et az. v. 
Federal Reserve Bank ot Richmond, reported 
in volume 262, United States Reports, page 
649 (decided June 11, 1923). In this opinion 
the Court explains what par clearance is, 
states briefly the legislative history of par 
clearance, and interprets the pertinent provi­
sions of the Federal Reserve Act and . the 
Board's powers and limitations thereunder. 

·"This case arose out of a. suit brought un­
der a North Carolina statute, which is dis­
cussed in the opinion, by the Farmf;!rs and 
Merchants Bank of Monroe, N. C., to enjoin 
the Federal Reserve Bank of Richmond from 

dishonoring checks ·which the Farmers and 
Merchants Bank paid by exchange drafts on 
reserve deposits with correspondent banks. 
Two hundred and seventy-one other banks 
joined later as plaintiffs. The trial court 
granted a perpetual injunction against the 
Reserve bank. The supreme court of the 
State reversed the decree of the trial court, 
and the case was appealed to the Supreme 
Court of the United States. The Supreme 
Court of the United States sustained the 
lower court, reversing the action of the su­
preme court of the State, and held that the 
North Carolina statute under which the suit' 
was brought did not obstruct the performance 
of any duty imposed upon the Federal Re­
serve Board and the Federal Reserve banks, 
and that the contention that Congress had 
imposed upon the Federal R~serve Board and 
banks the duty of establishing universal par 
clearance and collection of checks was irrec­
oncilable with the specific provision of the 
Federal Reserve Act, which affirmed the right 
of banks to make limited charges for clear­
ance and collection of checks, provided such 
charges are not made against the Federal 
Reserve banks. The Supreme Court held 
that Federal Reserve legislation did not 'im­
pose on the Federal Reserve Board or the 
Federal Reserve banks a duty to establish in 
the United States a universal system of par 
clearance and collection of checks.' 

"That part of 1 he decision pertinent to this 
discussion follows: 

" 'Par clearance does not mean that the 
payee of a check who deposits it with his 

' bank for collection will be credited in his 
account with the face of the check if it is 
collected. His bank may, despite par clear­
ance, make a charge to him for its service in 
collecting the check from the drawee bank. 
It may make such a charge although both it 
and the drawee bank are members of the 
Federal Reserve Syst em; r,nd some third bank 
which aids in the process of collection may 
likewise make a charge for the service it 
renders. Such a collection charge may be 
made not only to member banks by member 
banks, National or State, but it may be mace 
to member banks also by the Federal Reserve 
banks for the services w:1ich the latter ren­
der. The collection charge is expressly pro­
vided for in section 16 of the Federal Reserve 
Act (38 Stat. 268) which declares that: 

" ' "The Federal Reserve · Board shall, by 
rule, fix the charges to be collected by the 
member banks from its patrons whose checks 
are cleareci through the Federal Reserve bank 
and the charge which may be imposed for 
the service of clearing or collection rendered 
by the Federa: Reserve bank." 

" 'Par clearance refers to a wholly different 
matter. It deals not with charges for col­
lection, but with charges incident" to paying. 
It deals with exchange. Formerly, checks, 
except where paid at the banking house over 
the counter, were customarily paid either 
through a clearing house or by remitting, to 
the bank in which they had been deposited 
for collection, a draft on the drawee's deposit 
in some reserve city. For the service ren­
dered by the drawee bank in so remitting 
funds available for use at the place of the 
deposit of the check, it was formerly a com­
mon practice to make a small charge, called 
exchange, and to deduct the amount from 
the remittance. This charge of the drawee 
bank the Federal Reserve Board planned to 
eliminate and, in so doing, to concentrate in 
the 12 Federal Reserve banks the clearance 
of checks and the accumulation of the reserve 
balances used for that purpose. The Board 
began b~ efforts to induce the banks to adopt 
par clearance voluntarily. The attempt "as 
not successful. The Board then concluded to 
apply compulsion. Every national bank is 
necessarily a member of the Federal Reserve 
System; and every State bank with the requi­
site qualifications may become such. Over 
members the Board has large powers, as well 
as influence. The first step in the campaign 
of ·compulsion was taken in the summer of 

1916, when the Board Issued a regulation re­
quiring every drawee bank which is a mem­
ber of the Federal Reserve System to pay 
without deduction, all checks upon it pre­
sented through the mail by the Federal Re­
serve bank of the district. The operation of 
this requirement was at first limited in scope 
by the fact that the original act (sec. 13) au­
thorjz ~d the Reserve banks to collect only­
those checks which were drawn on member 
banks, and which were deposited by a mem•. 
ber bank or another Reserve bank or the 
United States. Few of the many State banks 
had then elected to become members. In 
September" 1916, section 13 was amended so as 
to authorize a Reserve bank to receive for col­
lection from any member (including other 
Reserve banks) also checks drawn upon non­
member banks within its district. Thereby, 
the Federal Reserve Board was enabled to ex­
tend par clearance to a large proportion of 
all checks issued in the United States. But­
the regulation (J) then issued expressly pro­
vided that the Federal Reserve banks would 
receive from member banks, at par, only­
checks on those of the nonmember banks 
whose checks could be collected by the Fed­
eral Reserve bank at par. It was recognized 

' that nonmembers were left free to refuse as­
sent to par clearance. By December 15, 1916, 
only 37 of the State banks within the United 
States, numbering about 20,000, had become 
members of the System; and only 8,065 of the 
State banks had assented to par clearance. 

" 'Reserve banks could not, under the then 
law, make collections for nonmembers. It 
was believed that if Congress would grant 
Federal Reserve banks permission to make 
collections also for nonmembers, the Board 
could offer to all banks inducements ade• 
quate to secure their consent to par clear­
ance. A further amendment to § 13 waft 
thereupon secured by act of June 21, 1917, 
c. 32 § 4, 40 Stat. 232, 234, which provided, 
among other things, that Federal Reserve 
banks: 

" ' "Solely for the purposes of exchange or 
of collection, may receive from any nonmem­
ber bank • • • deposits of • • • 
checks payable upon presentation 

• : Provided, Such nonmember bank· 
• maintains with the Federal Reserve 

bank of its district a balance sufficient to 
offset the items in transit held for its account 
by the Federal Reserve bank.'' 

" 'To this provision, which embodied the 
legislation proposed by the Federal Reserve 
Board, there was added, while in the Senate, 
another proviso, relating to the exchange 
charge, now known in a modified form as the 
Hardwick amendment, which declares: 

"'"That nothing in this or any other sec­
tion of this act shall be construed as prohibit­
ing a merpber or nonmember bank from mak­
ing reasonable charges, to be determined and 
regulated by the Federal Reserve Board, but 
!n no case to exceed 10 cents per $100 or frac­
tion thereof, based on the total of checks and 
drafts presented at any one time, for collec­
tion or payment of checks and drafts and 
remission therefor by exchange or otherwise; 
but no such charges shall be made against 
the Federal Reserve banks.'' 

"'Thus a Federal Reserve bank was author­
Ized to receive for collection checks from 
nonmembers who maintained with it the 
prescribed b.alance; and strenuous efforts were 
then made to induce all State banks to so 
arrange. But the law did not compel State 
banks to do this. Many refused; and they 
continued to insist on making exchang3 
charges. On March 21, 1918, the Attorney 
General (31 Ops. Atty. Gen. 245, 251), advised 
the President: 

" • "The Federal Reserve Act, however, does 
not command.or compel these State banks to 
forgo any right they may have under the 
State laws to make charges in connection 
with the payment- of checks drawn upon 
them. The act merely offers the clearing and 
collection facilities of the Federal Reserve 
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banks upon specified -conditions. If the 
State banks refuse to comply with the condi­
tions by insisting upon making charges 
against the Federal Reserve banks the result 
will simply be, so far as the Federal Reserve 
Act is concerned, that since the Federal Re­
serve banl{s cannot pay these charges, they 
cannot clear or collect checks on banks de­
manding such payment from them_" 

"'The Federal Reserve Board and the Fed­
.eral Reserve banks were thus advised that 
they were prohibited from paying an ex­
change charge to any bank. But they be­
lieved that it was their duty to accept for 
collection any check on any bank~ and that 
Congress had imJ?osed upon them the duty 
of making par clearance and collection of 
checks universal in the United States. So 
they undertook to bring about acquiescence 
of the remaining State banks to the system 
of par clearance. Some of the nonassenting 
State banks made stubborn resistance_ To 
overcome it the Reserve banks held them­
selves out as prepared to collect at par also 
chec.{s on the State banks which did not 
assent to par clearance. This they did by 
publishing a list of all banlcs from whom 
they undertook to collect at par, regardless of 
whether :'Uch banks had agreed to remit at 
par or not. This resulted in drawing to the 
Federal Reserve banlts for collection the large 
volume of checl{s which theretofore had come" 
to the drawee bank by mail from many 
sources and' which had been paid by remit­
tances drawn on the bank's balance in some 
Reserve city. If a State banlt persisted in 
refusal to remit at par, the Reserve banks 
caused these checks to be presented, at the 
drawee bur.k, for payment in cash over the 
counter. The practice adopted by the Re­
serve banks would, if pursued, necessarily 
subject country banks to serious loss of in­
come. It would deprive them of their in­
come from exchange charges; and it would 
reduce their income-producing assets by 
compelling them t-o keep in their vaults in 
cash a much larger part of their resources 
than theretofore. That such loss must re­
sult was admitted_ That .it might render the 
banks insolvent was clear. But the Federal 
Reserve banks insisted that no alternative 
was left open to them, since they had to 
collect the checks and were forbidden to pay 
ex~hange charges. The State banks denied 
that the Federal Reserve banks were obliged 
to accept these checks for collection; and 
insisted that Federal Reserve banks should 
refrain from accepting for collection checks 
on banks which did not assent to par clear­
ance. 

" 'It was to protect its State banks from 
this threatened loss, which might disable 
them, that the Legislature of North Caro­
lina enacted the statute here in question. 
It made no attempt to compel the Federal 
Reserve bank to pay an exchange charge. 
It made no attempt to compel a depositot.;, 
to accept something other than cash in pay­
ment- of a check drawn by him. It merely 
provided that, unless the drawer indicated 
by a notation on the face of the check that 
he required payment in cash, the drawee 
bank was at liberty to pay the check by ex­
change drawn on its reserve deposits. Thus, 
the statute merely sought to remove (when 
the drawer acquiesced) the absolute require­
ment of the common law that a check pre­
sented at the bank's counter must be paid in 
cash. It gave the drawee bank the option to 
pay by exchange only in certain cases; 
namely, when the check was "presented by or 
through. any Federal Reserve bank, post office, 
or express compaL.y, pr any respective 
agents thereof_" The option was so limited, 
because the only purpose of the statute was 
to relieve State banks from. the pressure 
which, by reason of the common-law re­
quire'ment, Federal Reserve banks were in a 
position to exert and thus compel submis­
sion to par clearance. It was expected that 

depositors would cooperate with their banks 
and refrain from making the prescribed nota­
tion; and that when the Reserve banks were 
no longer in a position to exert pressure by 
demanding payment in cash, they would 
cease to ~olicit, oi to receive, for collection, 
checks on nonassenting State banl~:s. Thus, 
these would be enabled to earn exchange 
charges as theretofore. Such was the occa­
sion for the statute and its purpose.' 

"As stated, the Court found against the 
Federal Reserve bank. 

"Prohibition of payment of interest on de­
mand deposits.-There, in essence, the matter 
of par clearance stood at the time of passage 
of the Banking Act of 1933 with its prohibi­
ti-on against the payment of interest 'directly 
or indirectly by any device whatsoever' on 
any deposit payable on demand. In the Fed­
eral R-eserve Bulletin for June 1934, page 394, 
the Federal Reserve Board published a ruling 
or statement of principles which, among 
other things, stated that-

" '(1) The absorption of exchange or col­
lection charges in amounts which vary with 
or bear ·a substantially direct relation to the 
amount of a depositor's balance amounts to 
an indirect payment of interest in violation 
of se:::tion 19 of the Federal Reserve Act, if 
the deposit is payable on demand. 

"'(2) The absorption or payment of such 
charges in amounts which do not vary with 
or bear a substantially direct relation to the 
amount of the depositor's balance is not pro­
hibited by law.' 

"This ruling or statement of principles was 
reaffirmed in the Federal Reserve Bulletin for 
D~cember 1934, page 814, and was in eLect at 
the time of passage of the Banking Act of 1935 
which, among other things, amended section 
19 to authorize the Board of Governors of 
the Federal Raserve System, for the purposes 
of that section, to determine 'what shall be 
deemed to be payment of inten1t.; 

"Conclusion.-To summarize, the Banking 
Act of 1933 provides, in part, that 'no member 
bank Ehall, directly or indirectly, by any de­
vice whatscever, pay any interest on any de­
posit which is payable on demand • * * .' 
Subsequent thereto, the Federal Reserve 
Board published a ruling, Federal Reserve 
Bulletin, June 1934, which, among other 
things, stated that the absorption or pay­
ment of exchange or collection charges in 
amounts which did not vary with or bear a 
substantial relation to the amount of the de­
positor's balance was not within the prohibi­
tion of the act. This ruling was in effect 
at the time of the enactment of ';he Banking 
Act of 1935 which athorized the Board of 
Governors, for the purpose of section 19, to 
determine 'what shall be deemed to be pay­
ment of interest.' 

"The present position of the Board of Gov­
ernors appears to be that the absorption 
of exchange or collection charges are pro­
hibited by the act whether or not they vary 
with or bear a substantially direct rela­
tion to the depositor's balance. I am un­
able · to reconcile the Board's present posi­
tion with its former ruling because, if the 
absorption of such charges did not consti­
tute a direct or indirect payment of the 
interest under the Banking Act of 1933, then 
it does not constitute a direct or indirect 
payment of interest ~nder the Banking Act 
of 1935 since the law was not changed in that 
respect. The 1935 act merely authorizes the 
Board to determine what constitutes a pay­
ment of interest. The Board, however, in­
sofar as the absorption of exchange was 
concerned, had already made its interpreta­
tion of the law in that regard. Of this 
Congress had knowledge. With such knowl­
edge on the part of Congress, I am unable 
to agree with the contention of the Board 
of Governors that the authority placed in 
it by the 1935 act compelled it to change its 
ruling. On the contrary, it would appear 
that, in the absence of express direction so 

to do, Congress considered t,he 1934 ruling 
to be in accord with the law. In other 
words, if the Board's 1934 ruling is a cor­
rect interpretation of the law. the absorp­
tion of such charges is not· prohibited by 
law. Any present prohibition, therefore, must 
be ascribed to a change in the interpreta­
tion made by the Federal Reserve Board 
rather than to a mandate from Congress_ 

"While I cannot presume to tell this com­
mittee what Congress intended. it seems to 
me that if Congress had intended the Fed­
eral Reserve Board to change that ruling, it 
would have so directed in unmistakable 
terms, particularly in view of the past his­
tory of the par-clearance controversy. We 
have noted that past efforts to enforce par 
clearance have been checked by legislators, 
by specific action of Congress, and by the 
United States Supreme Court. 

"While the ruling under discussion appears 
on its face to be a matter of concern to the 
Federal Reserve Board, it is also of concern 
to the Federal Deposit Insurance Corpora• 
tion, because the recent ruling of the Board 
will affect adversely the insured nonmember 
banks by upsetting a long-established banlt• 
ing practice, by dislocating normal, estab· 
lished bank-depositor relationships, and by 
depriving the banks of an important source 
of revenue which it is clear Congress did not 
intend the regulatory agencies to do. I am, 
therefore, of the opinion that the Board's 
position that it is now compelled to make• 
such a ruling is untenable." 

The CHAIRMAN. Is that the conclusion of 
your statement? 

Mr. CROWLEY. Yes, sir. Mr. Brown will be 
available Monday morning, Mr. Chairman, if 
you would like to talk over this question with­
him. Mr. Crawford said he would like to 
talk to him. 

The CHAIRMAN. Are there any questions, 
gentlemen? 

Mr. CRAWFORD. Yes, Mr. Chairman. 
Mr. BROWN. Could I ask one question, :Mr. 

Crawford? 
Mr. CRAWFORD. Yes, go ahead. 
Mr. BROWN. Mr: Crowley, do you see any 

reason why the Federal Reserve Board can­
not· postpone action or defer enforcement of 
~his regulation Q for 60 days or 90 days? -

Mr. CROWLEY. Of course, that is their busi­
ness, but I do not see where the thing is any 
moz:e acute now than it was 6 months ago or · 

- 2 years ago. · 
Mr. CRAWFORD. Mr. Crowley, on the basis of 

your statement, especially the concluding 
paragraph on page 24, I would like to ask you _ 
this question: If their position is untenable, 
why would you take the position they could 
defer for 60 days or 90 days then to put it 
into operation? 

Mr. CROWLEY. What I meant by that was 
that it has been on the books for almost 10 
years, and it has not been enforced in the last 
10 years, and I do not think any delay, until 

_this committee has a chance to study condi­
tions further or the Senate committee has 
had a chance to look at it, does any particular 
damage. That is what I meant. 

Mr. CRAWFORD. The only damage it WOUld 
do, in my mind, is if I were running a bank, 
and if they deferred it, I would, for all prac­
tical purposes, simply assume that I had a 
legal right to proceed to do as I pleased. 

Mr. CROWLEY. If they had that legal right, 
why did they wait 10 years? 

Mr. CRAWFORD. Let us go back to the effort 
before the 1935 act, and the effort that was 
made in 1935 and in 1937, and the great diffi­
culty that arose as between the F. D. L C., the 
Comptroller of the Currency, the Federal 
Reserve Board, and the State examining au­
thorities which led to what I think was a 
'rather substantial agreement as between the 
supervising agencies as to how these exam• 
inations should be conducted, and all in the 
light of the trials and tribulations we have 
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gone through since 1933 and in reconstruct­
ing the banking activities of this country to­
ge'.:.her with the financing of this war and 
the load that has fallen on the banks inci­
dental thereto, it is impossible for me to 
think in terms of this regulation as being 
deferred up to this date or of being deferred 
Without taking all of tpose banking laws 
int o consideration. When you say why have 
we deferred thus far there immediately pops 
up int o my mind all of these things which 
have gone on before, and all of which have 
more or less a deferring proposition in an 
effort to accommodate the banking industry 
to these fantastic changes which have oc­
curred. 

Mr. BROWN. Now, Mr. CRAWFORD--
Mr. CRAWFORD. Just a minute; let him an­

swzr. 
Mr. CROWLEY. Our contention is this: I 

only said deferring putting it into force until 
this committee could thoroughly understand 
this thing. It is our contention that the Fed­
eral Rzserve Board do not have the authority 
to do this, and, furthermore, it is our conten­
tion that if they had the authority they have 
been 10 years dilly-dallying around to get 
this thing into force; and now, all of a su:i­
den, they come in here with it, and certainly, 
insofar as I can see, even in the banking 
crisis of 1933, they could not have picked a 
more inopportune time to dislocate things 
than right now, with the war going on. Then 
there is another thing; I think that we ought 
to put our minds on something more im­
pcrtant than whether some poor little banks 
are having wme $8,000,000 or $10,000,000 of 
their costs absorbed by some bigger banks 
that they do business with. I think the im­
portance of the whole thing is all out of pro­
portiqn to the Jituation that exists through­
out the world today, Congressman. 

Mr. CRAWFORD. We would have to somewhat 
cross-fire on that for this reason, if you do 
not mind, Mr Crowley. 

Mr. CROWLEY. No; not at all. 
• Mr. CRAWFORD. You are charged with the 
administration of the F. D. I. C., and as Mr. 
Brown pointed out, you operate under one 
law which, as I understand, does not give 
you the authority to issue rules and regula­
tions as to definitions of the terminology 
in the Federal Reserve Act. I believe I am 
correct in that, and Congress did give the 
Board authority to define what, in the Board's 
mind, constitutes the payment of interest 
under the terms of the law. Is that right? 

Mr. CROWLEY. That is right. 
Mr. THOMPSON. May I make an observation 

on that question, Mr. Crawford? 
Mr. CRAWFORD. Yes. 
Mr. THOMPSON. I realize that I am not a 

lawyer. 
. Mr. CRAWFORD. Neither am I. 
Mr. THOMPSON. But the lawyers tell me 

that any legislative delegation must be ac­
companied by standards or limitations in the 
use of that delegated authority in order to 
be constitutional. Now, referring to the 
delegation of authority to the Federal Re­
serve to define interest, in that delegation 
it contalns no statement of principle or of 
limitation of autho~ity. Therefore, it seems 
to me that we have to look to the substantive 
body of the law out of which that delegation 
stems. The only specific language in the 
Federal Reserve Act that deals with the in­
terpretation that the Board has put on it is 
in the Harding amendment, which says 
that-

" Nothing in this or any other section of 
this act shall .be construed as prohibiting a 
member or nonmember bank from making 
reasonable charges • • • for collection 
or payment of checks or drafts and remission 
therefor by exchange or otherwise." 

That is the only specific language to be 
fou nd in the Federal Reserve Act dealing 
with this question of exchange. 

Mr. CRAWFORD. Let me understand you cor­
rectly. Is that exact language which you 
have just quoted in the act or in the opinion 
of a court? 

Mr. THOMPSON. It is the existing Federal 
Reserve Act . 

Mr. CRAWFORD. What section is that? 
Mr. THOMPSON. It is in section 13 of the 

Federal Reserve Act, and in the Federal Re­
serve Board's printing of their act it is found 
on pages 82 and 83. 

Mr. CRAWFORD. Will. you read that lan­
guage again, please, off the' record? 

(Discussion off the record .) 
Mr. CRAWFORD. I do not think there is any 

language in tbat that prohibits the Federal 
Reserve Board from issuing regulation Q 
and setting up the designation of interest. 

Mr. THOMPSON. The Federal Reserve said, 
and quite properly, that they are not pro­
hibiting making charges, but the effect of the 
rule is to prohibit banks from absorbing 
them, so that the net effect of it is to dis­
criminate against and to do away with a 
practice which the law specifically says noth­
ing in the act shall be construed as forbid­
ding the banks to do, because we all recognize 
that the effect of refusing to permit banks 
to absorb the exchange will result in the 
elimination of the charge and exchange. 

Mr. CRAWFORD. I think I can understand 
why the attorneys of the F. D. I. C. and Mr. 
Crowley, in behalf of the F. D. I. C., take the 
position that they have taken. I do not 
criticize them for that, but when · we step 
over into the langua~e of the Federal Reserve 
Act I can also understand why the Board 
would proceed as it has proceeded up to date 
and as it is now about to proceed until Con­
gress comes in and says what Congress means. 
or until somebody takes a case to the courts. 
In other words, it is just impossible for me 
to . comprehend how the Federal Reserve 
Board, in the light of what has gone before, 
can take any other position, especially as we 
look ahead incidental to the load that is go­
ing to be put on the banks and the adminis­
tratm:s of both the F. D. I. C. and the Federal 
Reserve Act and incidental to the finishing 
up of this job of financing the war and mov­
ing back into peacetime commercial zones 
of activity. I do not mind saying very frankly 
that bringing this question up at the present 
time, insignificant as it might be to Mr. 
Crowley, to me it is a proposition of looking 
forward to the difficult days ahead of us. 

Mr. CROWLEY. I do not think it has any­
thing to do with the difficult days ahead. 

Mr. CRAWFORD. That is where we disagree. 
Mr. BROWN. You know there are two sides 

to this very important question. 
Mr. CRAWFORD. There is no question about 

that. 
Mr. BROWN. We may be in doubt about it 

now, and I think we ought to have time to 
go ah3ad and see whether we want to pass 
any further legislation clearing up this mat­
ter as people differ about it. It is so im­
portant that we ought to have a little time 
to see whet her Congress should pass any 
further legislation. 

Mr. Ci!-AWFORD. As far as I am concerned, I 
do not feel that Congress is behind the eight 
ball on this proposition. 

Mr. MoNRONEY. Do you not think we owe a 
duty to the public not to let one agency of 
the Government write legislation that Con­
gress has specifically prohibited in section 13 
of the Federal Reserve Act? 

The CHAIRMAN. Mr. Crowley, there seems 
to be a very substantial difference of opinion 
here between two agencies of the Govern­
ment on the construction of the law. I 
have . never been in favor of Congress usurp­
ing judicial functions. I do not think the 
Congress has a right to interpret an act of 
a former Congress. That is essentially a 
judicial function. This is a public question, 
and it is a question of great interest to a 
great many people. I wonder 1f a case could 

not be presented to the courts and advancr:d 
on the calendar, because it is a public ques­
tion, and decided expeditiously. 

Mr. CROWLEY. I am not a lawyar; 1 do nc,t 
know about that, Mr. Chairman. 

The CHAIRMAN. It seems to me that tha 
only agency of Government that could de. 
cide a difference of opinion between t.wo 
other agencies as to the construction of the 
law is the judiciary. That is what the judi­
ciary was created for. 

Mr. CROWLEY. I cannot agree with Conu 
gressnian CRAWFORD that this is of any im· · 
portance to the war effort or to the post-war 
financing or anything else. 

The CHAIRMAN. How much is involved in 
this, Mr. Crowley? 
· Mr. THOMPSON. I believe Governor Ransom 
said something around $8,000,000. We would 
not quarrel with that. We have not esti­
mated it, and we certainly would not ques­
tion his estimate, because we have a pretty 
good idea of what his basis is, and he himself 
said that he was going away out on a limb. 
It is anybody's guess. 

The CHAIRMAN. How m any State banks 
clear checks for correspondent s? 

:Mr. THOMPSON. I would not know that. 
The CHAIRMAN. This would not affect non­

member State banks? 
Mr. CROWLEY. Very few of them, because 

most of your large State tanks belong to the 
Federal Reserve System. 

The CHAIRMAN. Do none of them clear 
ch~cks? 

Mr. CROWLEY. Very few nonmember banks 
clear checks, I think. 

Here is the way we feel about this: Fi.rst, 
I h ave never been in sympathy with the:r 
interpretation, and they are, frankly, no t in 
sympathy with a lot of m ine. I think this 
materially affects the existe~ce of a lot of 
little banks. I think it is unfortunate that 
this has to come up at this time. The last 
time it was up the Congress and this com­
mittee and many other Members of Con­
gress, including the President, a~ked the 
Federal Reserve to defer action, and my un­
derstanding was the Federal Reser·ve d id 
agree to defer it until this committee could 
be put on notice. 

Now. they come along and sent out a letter 
and they say on a certain day t h ey are going 
to enforce this act. or words to that effect. 

Now, if absorption of exchange has been 
unimportant fdr 10 years past certainly it is 
just as unimportant now as it was 10 years 
ago, and I cannot help but believe that as 
far as the effect on the whole banking sys­
tem is concerned, it does not amount to any­
thing, but it does have an effect on 2,100 
of these little banks. 

Secondly, I thin!~ down in my heart tt is 
an indirect way of forcing par clearance, and 
if th~y want to enforce the question of p :1r 
clearance why do they not bring it up and 
let us have a law on it and m eet the thing 
head-on in place of some indirect method ? 

Mr. 'BROWN. Mr. Crowley. I do not agree 
wit h the chairman, if I understand him. If 
we are going to wait 2 or 3 years on t he Su­
J:reme Court to determine if the in terpret a­
tion of the Federal Reserve Board is corract, 
I think we ought to have legislation on it 
or repeal it, and not wait on the Supreme 
Court. 

Mr. CROWLEY. That is right. 
Mr. HULL. According to the testimony r 

have heard here the country boys have been 
getting away with about $8,000 ,000 a year 
that belongs to the big fellows. The respon­
sibility was there for 10 years and the Fed­
eral Reserve Board did not act. If we are 
going to sanction this why not go the whole 
way on it and collect back all exchanges that 
have been paid over? · 

Mr. CRAWFORD. I think you make a very 
fine argument there toward having the Fed­
eral Reserve Board act so as to escape that. 

Mr. HuLL. If the little fellows have been 
taking it away from the big fellows, why 
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should not the litt le fellows be made to dis­
gorge- what they 'have received and enn it ' 
up? Ot herwise why start in now after 10 
years. 

Mr. CRAWFORD. Mr. Crowley pointed out 
here very specifically that the Board has 
been, W (:l will say, somewh::.t influenced by 
the. request of the President, by requests of 
m any Members of Congress, by requests from 
chairman of t he committees, and by requests 
of the bankers , so that I would say that there 
was the pressure of public opinion as well 
as financial opinion on the Board. If the 
Board wants to take the responsibility, cer-

. t a inly t hey do not need to worry about their 
burden s. They can carry their own bu;:dens. 
If I · think a very strong law on the books 
as far reaching as this is not going to be' 
enforced, I ti.1ink I am going to crit icize the 
Board of Governors if they do not do some­
thing about it. 

Mr. TALLE. It is proposed in the tax bill, 
which is now under consideration, that the 
postal rates on- money orders be increased. 
Do you look for the exchange rates in the 
banking system to be increased correspond­
ingly? 

Mr. TH.OMPSON. I presume what you mean 
is the exchange rates. 

Mr. TALLE. That is right. 
Mr. 'THOMPSON. Well, speaking personally, 

I have not given any consideration to it; I 
do not know. My offhand guess would be 
"No." I will say that, perhaps, some of the 
banks would undertake to charge perhaps 
what the traffic would bear, but I do not 
know whether they would change or not. 

Mr. TALLE. If we opened up the term "in­
terest" to the possible definitions which have 
not been considered before, would service 
charges exacted by banks against their cus­
tomers be considered negative interest? · 

Mr. THOMPSON. I think that is our posi­
tion. I might interpolate at that point that 
the banks used to be required to report on 
their earnings statements the interest paid 
on demand balances, and they would differ­
entiat e between bankers' balances and oth­
ers, and so far as I know from the instruc­
tions to the banks in reporting that item 
they were never instructed to include ex­
change absorbed as part of the interest item 
which they reported on their earnings state­
ments. 

Mr. TALLE. Does your agency make any dis­
tinction bet ween interest and disco.unt? 

Mr. THOMPSON, No. 
Tne CHAIRMAN. Mr. Crowley, some of my 

colleagu es seem ed to misconstrue what I said 
a while ago. I <>aid that this matter ought to 
be referred to the courts. As it is a public 
question and as there is a difference of opin­
ion on the interpretation of the law between 
departmen ts , I think the matt er ought to 
remain in status quo until the courts decide 
it. That was my suggestion, that no action 
be t aken until the courts act and legally 
decide a question that the departments are 
not competent to decide. 

If there a re no further questions, we will 
adjourn until Monday morning. If Con­
gress ad journs and the legislative program is 
finished, I do not know whether we can meet 
then, but we will adjourn now to meet Mon­
day morning at 10 o'clock. 

Mr. RANSOM. Mr. Chairman, will I get a 
ch::mce to answer some of the legal argu­
ments that have been presented here? 

The CHAIRMAN. You will have that oppor­
tunity. 

(Thereupon, at 12:50 p. m., the committee 
adjourned to meet Monday, December 20, 
1943, at 10 o'clock.) 

(Monday, December 20, 1943) 
Mr. CROWLEY. Might I say this: As I said 

the other day, I just do not understand this 
Equeeze play that comes along here in the 
last 2 weeks before Congress adjourned. 
This law has been on the books for years and 
ye&rs and years, and thm:e has been no emer-

gency about it, and within a week or 10 days 
after the late chairman of the committee 
d ied, who was also chairman of the commit­
tee the last time the Fed&al Reserve Board 
was asked to defer it, and he is no longer 
here and the new chairman has just been 
elected, now they come along here and say 
it will t ake positive legislation to maintain 
existing practices. It is humanly impossible 
to get positive legislation before January 1 
an d it seems to me we would like to discuss 
this matter with the ·Banking and Currency 
Committee of the Senate before this ruling 
goes i:p.to effect, and since it has been delayed 
all this time we would like to request that 
this be held up until after the holidays­
until we can get an opportunity to present 
our views to the Senate, if this committee 
does not want to do anything positive. 

The CHAIRMAN, What ·action would you 
suggest? 

Mr. CRoWLEY. I think this committee here 
should at least request the Federal Reserve 
to defer it for another 30 or 60 days-they 
have deferred it now for several years-as 
long as it is coming to a head now to get 
some definite legislation drawn. 

Mr. PATMAN. Mr. Crowley, AI want to ask 
you a question about this interest. I can 
see a big -difference in the way these banks 
handle the situation. Now, there would be 
no need ·for additional legislation with re­
spect to thie: law, or the postponement of its 
enforcament, if these banks now engaged in 
this will remove the restrictions of requiring 
a certain balance to take care of a. certain 
amount of exchange. Would not that be 
pretty easy for them to handle? 

Mr. CROWLEY. I do not think there is any 
understanding as to the balance, Congress-
man. • 

Mr. PATMAN. I say if that should be done. 
Mr. CROWLEY. I think it is kind of a mut-ual 

arrangement, but I do not think there is any 
definite understanding as to the balance, in 
dollars and cents. 

Mr. FoRD. Can they do it even then, the 
way the law reads? 

Mr. PATMAN. I do not know whether tney 
can or not. You see, the way it is, it looks 
like it is an interest payment to me in tne 
form of what might be called a secret rebate 
in trade practices, where they require them 
to carry a certain amount of deposit in 
order for the correspondent bank to pay a 
cert ain amount of e:Kchange charges. That 
looks like a definite sum in the form of com­
pensation for a definite purpose. · For that 
reason, it looks to me like that could be con­
strued and would be construed as a device to 
evade the law against the payment of in­
terest. And if these banks, instead of having 
any postponement or any change in the law, 
would just say "Hereafter we are having no 
underst anding with people who do business 
with us that we are going to pay their ex­
change," and if they will do that, no law is 
violated. But do not you agree, Mr. Crowley, 
that it looks like a device if they require a 
cert ain balance in order for the corresponde!lt 
banlc to pay a certain amount of exchange 
for the local bank? Does not that look like 
a device to get around the law to you, Mr. 
Crowley? 

:Mr. CROWLEY. Let me say this to you: As 
far as we are concerned, we have an interest 
in these insured banks and, if this committee 
will not ask that this be deferred, I am dis­
posed to ask the Attorney General of the 
United States to give us an opinion on it; 
because we feel, being the insurer of these 
banks, it is going to put many, many of 
them out of business. 

Mr. PATMAN. '!hat is all right; I think you 
should do it. 

Mr. CROWLEY. Secondly, when it gets to 
positive legislation, we are going to raise the 
question of service charges where, in the 
depositors' accounts, credits are given for 
maintaining certain balances in that they 

are not charged service charges. So that we 
are not going to let this just happen through 
this device to the little bank without going 
into the whole question of service charges. 

Mr. PATMAN. That is right; I think you 
should. And as I have brought out here 
before, the same law applies to the local oank 
in its dealings wit lt local deposits as applies 
to the correspondent bank in its dealings 
with the local bank. The same provision 
exactly prevails. 

You know when that was put in there it 
was put in there by the Senate committee, 
and our conferees yielded. At that time I 
think the F . D. I. C. was considered the para­
mount question. and the other questions 
were subordinatE?<}. But, Mr. Crowley, if you 
will, please; answer me ·this one question: 
Do not you think where a correspondent 
batik requires the local bank to keep a cer­
tain deposit in order for that local bank to 
have the exchange charge absorbed up to a 
certain definite amount-do not you think 
that is interest; do not you thinlc that is a 
device to evade the law? 

·Mr. CROWLEY. Let me say I wou!d go with 
you on that, provided you will go just a little 
fu;:ther and apply that to service cuarge al­
lowances on the customers' balances, too. 

Mr. PATMAN. I will go with you; I will do 
that, but why--

1\!Ir. CnowLEY. But do not get me separated 
on this service-charge thing and this ex­
change. 
· Mr. PATMAN. But I asked you something 

else; I asked you a positive question, and· 
I hope you will answer it without reference 
to the other. I agree with you on that; there 
is no difference of opinion between us on 
that, but I hope you will just answer this 
o;ne question . Suppose, now, the Memphis 
bank tells the Texarkana bank "Now, we 
will absorb charges of a ·thousand dollars a 
month for you if you will carry a deposit in a 
certain amount in our bank. II you do not 
carry but half that deposit, we will only. 
absorb $500, but we will al 3orb charges in 
d irect relation or in direct proportion to 
the deposit carried." Do not you consider 
that a device to get around the payment of 
interellt? 

l-.fr. CROWLEY. In the first place, I do not 
think that matter of paying exchange has 
anything to do with balances. 

Mr. PATMAN. You mean in their agree­
ments with the banks? 

Mr. CROWLEY. Yes. 
Mr. PATMAN. You are not answering my 

question , Mr. Crowley. I am tallting about 
a case where it can be shown there is such 
an agreement. 

Mr. CROWLEY. Let me say this: The Fed­
eral Deposit will go with the Federal Re· 
Eerve on a regu 'l.ation which will include a 
provision that, in the matter of exchanga, 
exchange can be absorbed provided there is 
no understanding as to balances, providing 
in that same regulation they deal with cus­
tomers' balances as well. 

Mr. PATMAN. But, Mr. Crowley, you have 
not answered my question. I think it is a 
very simple one. Do not you think that 
would be o. violation of law, if it could be 
shown the bank was doi~g what I said? 

Mr. FOLGER. Mr. Chairman--
Mr. PATMAN. Wait a minute. I hope the 

gentleman (Mr. FoLGER] won't interfere. 
Mr. CROWLEY. I am not so sure it is. 
Mr. PATMAN. You are not so sure it is? 
Mr. CROWLEY. No, sir. 
Mr. PATMAN. In ether words, suppose, then, 

that the Memphis bank says "II you will 
carry a deposit of a certain amount in our 
bank here in Memphis, Tenn., we will pay 
any bills you have"-not necessarily ex­
change, but electric light, water, telephone, 
or any other kind of a bill-up to $1,000 a 
month, if you will carry a deposit of a certain 
amount in our bank, would not that ba a 
violation of the law? 
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Mr. CROWLEY. Well, I presume if you car-

ried it to that extent; yes. 
Mr. PATMAN. It WOUld be? 
Mr. CROWLEY. Yes. 
Mr. PATMAN. Now, what is the differ­

ence-
Mr. CROWLEY. But wait just a minute. 

Really all service charges have gone on the 
theory that there are certain out-of-pocket 
expenses that we permit them to pay. 

Mr. PATMAN. I do not think there is any 
dispute about that here; I have not heard 
any. It is only where they are paying a dollar 
on a thousand-dollar draft or something like 
that, where it is certain. 

Mr. CROWLEY. That is what I am getting 
at--the only fellow you want to apply it to is 
the little bank; you do not want to apply it to 
the big accounts; you want to apply it to the 
little bank and stop right there. You do not 
want to apply it to Sears, Roebuck, and 
Montgomery Ward, and concernsA\ike that. 

Mr. PATMAN. I do. There is no difference 
between us on that, Mr. Crowley. I say the 
same law should apply to both; there is no 
d' fierence of opinion between us on that 
point. But why bring up the one in answer 
to the other? What is the difference in this 
Memphis bank paying a $1,000 electricity bill 
for this Texarkana bank, if the Texarkana 
bank will carry a certain deposit in the Mem­
phis bank, and will only pay $500 electricity 
bill if the deposit is just half that much? 
What is the difference in that and the Mem­
phis bank paying Tom, Dick, and Harry~s 
exchange? 

M1;. CRoW~EY. Let me ask you this ques­
tion now: I1; is my understanding it is your 
theory if I do not have an agreement with 
the bank about these balances--

Mr. PATMAN. That is right. 
Mr. CROWLEY. That I can absorb these 

charges without any violation of Jaw? 
Mr. PATMAN. Yes; because it would not be a 

device to get a.J"ound the payment of interest. 
And the same way with Sears, Roebuck, 
Montgomery Ward, or Leo Crowley, if you 
were doing business with the bank and had 
no agreement with them. 

Mr. CROWLEY. Just as a matter of expedi­
ency, I would go along with you on that 
thing; but it would not be my way of meeting 
a piece of legislation, for this reason: There 
is no doubt in my mi':ld but what the banks 
would continue to do this thing, just as they 
are doing now, and you would have to prove 
there was an agreement between them. I 
do not believe there are very many agree­
ments like that between banks. 

Mr. PATMAN. I am talking, Mr. Crowley, 
about where there is an agreement. Sup­
pose it was shown that the Memphis bank 
and the Texarkana bank had entered into an 
agreement in writing-let us make it as plain 
and as positive as it can be made-"That the 
Memphis bank, party of the first part, hereby 
agrees if the party of the second part will 
keep on deposit in our bank a certain 
amount, the first party will pay for the sec­
ond party up to a certain amount each 
month and, if the deposit is half that much, 
the amount paid by the Memphis bank to 
the Texarkana bank will be half that much;" 
suppose it could be shown positively in writ­
ing, and no question about it, would you say 
that was a device to ge~ around this law? 

Mr. CROWLEY. You mean that the Fede-ral 
Reserve would change the regulation to cover 
that point? 

Mr. PATMAN. What is that? 
Mr. CROWLEY. That the Federal Reserve 

WO¥ld change their regulation to cover that 
point? 

Mr. PATMAN. I do not know; you know 
more about that than I do. But I am just 
asking you the question, Mr. Crowley, and 
'if you will answer it, I will appreciate it. 
· Mr. CROWLEY. First, I personally do not feel 
that the absorption of these exchange charges 

has anything to do with that regulation at 
all. 

Mr. PATMAN. Well, Mr. Crowley, if you will, 
please answer that question. That is plain. 
I am telling you here is a hypothetical case 
where there are no ifs, ands, and buts about 
it. They have made a positive, plain agree­
ment in which the correspondent bank will 
pay for the local bank a certain amount each 
month 1f the deposit is a certain amount, 
according to their standards and, if the de­
posit is just half that, the payment for the 
local bank will only be one-half that--where 
there is no doubt about it; it is plain, and 
the parties agree to it and there is no dis­
pute? Would you say that was a violation 
of the law? 

Mr. CRoWLEY. Well, I presume your Mem­
phis bank illustration would be. Certainly 
it would be in the spirit of the law. 

Mr. PATMAN. That is right. And what 
would be your judgment if you were head 
of the Federal Rese·rve Board? What would 
you do? 

Mr. CROWLEY. If I were head of the Federal 
Reserve Board, first, if I had any doubts in 
my mind, I would get my law changed. 

Mr. PATMAN .. You would get the law 
changed? 

Mr. CROWLEY. I would get it defined. 
Here is what happens--: 

Mr. BROWN. As I understand, Mr. Crowley, 
you are complaining about the regulation, 
not the law? 

Mr. CROWLEY. Here is what I see happening 
to the little country bank, and it has all 
been done under the guise of reform to help 
the little fellow, and, as far as I can see 
every one of these things only got the little 
fellow a little poorer. They first take all in­
terest away from him on his balances that 
he could collect from his correspondent bank. 

Mr. PATMAN. But did not the banks ask for 
that? 

Mr. CROWLEY. You know how much voice 
the small bank has in anything he asks for, 
don't you? 

Mr. PATMAN. Now you are talking to a per-. 
son who is in sympathy with the small bank 
and the small man. 

Mr. CRoWLEY. But let me finish on what is 
happening to the small banks. They lost 
all interest on their balances. 

Mr. PATMAN. And saved some money that 
way, too, did tl;ley not? 

Mr. CROWLEY. They saved some money 
that they did not have to pay out. Under 
the present theory of licensing and charter­
ing banks, we have gotten so conservative 
for fear the country will get overbanked, 
we have regulated them so that there is no 
competition left in the banking business 
any more and they are not ·running their 
own shops at all; they are being run by reg­
ulations. And I think a lot of legislation 
that we passed in 1933 and 1935 was perfectly 
good legislation then; it took care of a sit-

. uation that existed, that it was necessary 
to correct, but it might be a good thing to 
take a look at this law now and see whether 
it ought not to be modified a little bit. 

Mr. PATMAN. I am in sympathy with your 
statement there. I think we ought to take 
a look- at all of these laws we passed in the 
emergency. 

Mr. CROWLEY. I do not think just because 
it was passed in 1933 and 1935 there is any­
thing sacrilegious in going back and taking 
a look at it. 

Mr. PATMAN. But on the first thing you 
brought up there, which I think is the main 
point about small banks, I looked into this 
thing too, at one time, about interest pay­
ments. In fact, I did not want that pro­
vision in the law; I felt like it just did not 
belong there and I opposed it. But I was 
not on the conference committee at that 
time and, of course, we had to vote the thing 
up or vote it down at that time, as the 

F. D. I. C. was in there, is my recollection, 
and we wanted the F. D. I. C. But I think 
if you will take a look at the amount the 
banks saved in proportion to the amount 
they were being paid by their correspond­
ents, you will see they are saving several 
times as much. 

Mr. CROWLEY. But, wait a minute, the cor­
respondent banks held the little banks' bal­
.ances and paid them no interest on their 
deposits; .so they saved more than any little 
bank saved, because they don't pay anything 
to the little bank. 

Mr. PATMAN. I do not know how to distin­
guish between them, as you do, but I know 
at the time I got Mr. O'Connor, Comptroller 
of the Currency, to make an estimate for me, 
and he estimated the banks were saving 
$250,000,000 a year by that one provision 
which made it unlawful for them to pay in­
terest on demand deposits. Now, I cannot 
conceive of their being out that much; I 
cannot conceive of the correspondent banks 
paying them more than that for the deposits 
they would carry? 

Mr. CROWLEY. Oh, no, :Q.O, no. 
Mr. PATMAN. And certainly that amount 

was several times as much, was it not Mr. 
Crowley? 

Mr. CROWLEY. Yes; sure. 
Mr. PATMAN. Now, on time deposits, there 

was an estimate .made at the same time as 
to how much the banks saved by that one 
provision, and it ran up into big figures-­
$100,000,000, or something like that. So the 
banks wanted this thing, Mr. Crowley. 

Mr. CROWLEY. There is not any doubt but 
in the payment of interest on balances and 
the regulation of intere!'t on savings ac­
counts, they save the banking system a lot 
of money; but the big bank and the little 
bank, both, got the benefit of that; that was 
not anything just for the little bank. 

Mr. PATMAN. That is right. 
Mr. CROWLEY. Now, the little bank lost the 

interest on its balances and the only thing 
the little banks are getting now is this eight 
or ten million dollars of exchange charges. 
That is the only thing the little banks have 
been able to get out of this thing. And 
when I first came down here, back in 1932, 
the objection I had to Federal deposit in· 
surance was that, just as soon as deposit in­
surance got squared around and got to op­
erating immediately they would start to na­
tionalize the whole banking system. And for 
10 years, now, every time I have come before 
this committee, I have reiterated to this com­
mittee that the understanding we had with 
the State banking system of this country 
was that States' rights would be preserved~ 
Par clearance thing goes right straight back 
to the State bank practices for 25 years, and 
this ruling here, in my opinion, is not meet­
ing the thlng square on in regard to exchange 
charges, service charges, or anything else. 
It is just like putting a brick in a bag and 
hitting the guy over the head with it when 
he turns around the corner, when he cannot 
defend himself. That is what you are going 
to do to these 2,500 to 3,000 little banks. 
Then, after you get them out of the picture, 
people will come along and say, "Now, boys, 
you have to have a branch bank law, because 
these communities have to have a bank," and 
the pay-off is going to be to the big boys. 
And the next move will be to say they have 
to have reserve balances in the reserve cen­
ters, and the next thing--

Mr. PATMAN. There is no use in your .pre­
senting that argument. I think every mem­
ber of this committee is in accord with your 
view on that; we ·want to protect the small 
banks, too. But if you were head of the Fed­
eral Reserve Board yourself, Mr. Crowley, you 
would enforce this law? 

Mr. CROWLEY. No, I would not enforce this 
law; I would come to Congress and tell them 
what the problem was and ask them to clarifY, 
the law • 
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Mr. PATMAN. If you were writing the 

·change in this law would you accept lan­
·guage that would permit a bank to do what 
I said awhile ago in the hypothetical case? 

Mr. CROWLEY. I think I would go along with 
you on that change. 

Mr. PATMAN. You WOUld? 
Mr. CROWLEY. Yes. 

. Mr. PATMAN. In other words, you would 
permit it only in those cases where there 
was no agreement of any kind? 

Mr. CROWLEY. That is right. 
Mr. PATMAN. All right. 

- Mr. KuNKEL. As I understand, Mr. Crowley, 
the Federal Reserve's position is that they 
want to apply this law to corporations like 
.Sears, Roebuck and the individual depositors 
also; they are not applying it strictly against 
the smaller banks? 

Mr. CROWLEY. As I .understand, this par­
ticular mstance we are discussing now deals 
only w1th the absorption of exchange. 

Mr. KuNKEL. As I understand, ,the state­
ments made by the Federal Reserve repre­
sentatives, Governor Ransom and Governor 
McKee, it would apply to corporations, in a 
number of instances they set out, that car­
ried large balances, say, in New York, Chi:. 
cago, San Francisco, just the same as it 
would correspondent banks. Is not that cor­
rect? 

Mr. RANSOM. Equally and exactly. _ 
Mr. FoRD. Let me ask, since the question of 

exchange does, on the face of it, lend itself 
to an evasion of the law that exists on the 
banks and since a good many people feel if 
you took that law off of the books, you would 
bring baclt the situation that existed prior 
to its being enacted, is not there some way 
that a national clearing house might be es~ 
tablished that would handle all checks and 
exchange for a very tiny fee, drawn on all 
banks, and eliminate that "par" thing t_hat 
the Federal Reserve has. and apply it to all 
of them; just make it a straight-out fee? 

Mr. CROWLEY. Of course, that would bring 
about par clearance, which you want. · 

Mr. FoRD. That would do what? 
Mr. CROWLEY. That would bring about par 

clearance, which you want to do. 
Mr. FORD. Yes. 
Mr. CROWLEY. It would not make much dif4 

ference which body was doing it; it would 
have the same effect on the little banks. 

Mr. FORD. Why would it? There would be 
no incentive to send deposits to another bank, 
and. if thE:' exchange was taken care of, they 
would be making that much anyhow; would 
they not? 

Mr. CROWLEY. Not unless someone absorbed 
lt for them, they would not. 

Mr. PATMAN. In view of the situation that 
has developed here, would it be all right with 
you if I asked Mr. Ransom a question? 

Mr. CROWLEY. Surely; I would be glad to 
yield. 

Mr. PATMAN. Now what is your idea about 
that? If there were no understanding at all 
about the payment of any amount; just say, 
for instance, if you carry a deposit .with me, 
or with my bank, we will say, and there is no 
understanding about it, what is your idea of 
that? 

Mr. RANsoM. Mr. Patman, let us take this 
illustration. One of the correspondent banks 
announces that it will absorb all exchange or 
nny other o:ut-of-poc:ket charges for any cus­
tomer regardless of whether they .l;lave an 
.account of any size. As far .as I am con­
cerned, I can say that we have nothing what­
ever to do with it as related to this law. Now 
the mere fact they do not do tbat I think 
.completely proves the case. 

The CHAIRMAN. Could that bank say to 
Montgomery Ward or any other particular 
~epositor they would absorb all exchange and 
not be violating the law? 
· Mr. RANSOM. That question cannot be an­
swered "Yes" or "No." 'rhere must be some 
relationship as we explained in our Septein-:-

ber bulletin, between the balance carried in 
the account and the amount absorbed. 

Mr. PATMAN. You made public some release 
in order to show the device for avoiding the 
payment of interest? 

Mr. RANSOM. We .thought, in the Septem­
ber bulletin ruling, in that particular case, 
the facts supported our conclusion. 

Now I would like to join Mr. Crowley on 
the record in saying that we would welcome 
an opinion from the Attorney General. I go 
one step further-the Comptroller is not here 
but the Deputy Comptroller i·s-and I think 
he would join me in that request. There is 
a technical difficulty in our asking the Attor­
ney General for an opinion, but certainly the 
Treasury can ask it and I assume the F. D. 
I. C. can, and if they can we can certainly 
join in asking his opinion, because we would 
certainly like to know what he thinks about 
the decision we made in the September bul­
letin, and we would welcome anything they 
will do to get his opinion on our interpre­
tation of the law. 

Mr. CRoWLEY. Mr. Chairman, may I ask Mr. 
Ransom a question? 

Mr. PATMAN. I am sure that would be all 
right, will it not, Mr. Chairman? 

Mr. CROWLEY. Do I understand Mr. Ransom 
to take the position that the Federal Reserve 
Board or the Feder.al Deposit Insurance Cor­
poration really took issue with a regulation 
or a statement to the effect that as long as 
the absorption of exchange was not related 
to any understanding regarding balances 
they could construe the absorption of ex• 
change not as an interest charge? 

Mr. RANSOM. Mr. Chairman, in answering 
Mr. Crowley's question, I would like it to be 
remembered that in 1937 we agreed on uni­
form regulations which would result in both 
the F. D. I. C. and ourselves passing on the 
specific facts of any case that came before 
us-properly came before us--and then de­
cide the case under the general law and the 
particular law we are discussing. 

Now I do not think we could have gone 
any further in showing our disposition to 

·do everything to cooperate completely. We 
just happened to have been the first of the 
two agencies that got a request for an opin­
ion, in proper form. If it had been a non­
member bank and had come to the F. D. I. C. 
under the same situation, I would be inter­
ested to know whether the F. D. I. C. would 
have answered it in the same way. Now in 
time they might get identically a similar case 
to be decided. I do not see, Mr. Crowley, that 
the two agencies can go further than say they 
will decide specific cases. 

Mr. PATMAN. Mr. Ransom, may I offer this 
suggestion, and it is in accordance with 
what I consider to be your testimony? It 
seems to me that some people might say 
that if there is no relationship between the 
balances carried by the local bank and the 
amount of exchange charged and absorbed 
with the correspondent bank that there is 
no violation of the regulation at all. 

Mr. RANSOM. May I ask the general attorney 
for the Board to answer that question? 

Mr. CROWLEY. May I ask a question there 
before the answer is given? 

Mr. PATMAN. Let us get the answer. . 
Mr. CROWLEY. My understanding of Mr. 

Ransom's statement of a few moments ago 
was that if there was no understanding or 
if the bank was to say to a customer they 
would continue to absorb exchange charges 
without any relation or connection with bal­
ances that they would determine that is not 
a charge the same as interest? 

Mr. RANSOM. That is not what I said. 
Mr. PATMAN. If there were no relationship, 

of course, we could a_ctually say whether you 
would let them absorb it; you would have 
some understanding in some way; if there 
is no direct relationship between the bal­
ance and interest payment that would be 
shown over a period of time and would be 

evidence of a conspiracy and evidence that 
there was a relationship. 

Mr. RANSOM. That was not exactly what 
I said, Mr. Chairman. I said, for example, 
if a bank did absorb all exchange for all 
customers, regardless of other items in the 
account, and regardless of any payment. 

I would like, as a specific answer to Mr. 
Crowley's question, to ask the general attor­
ney for the Board if he will answer that. 

Mr. PATMAN. Let us hear from the general 
attorney; may we have his statement? 

Mr. DREIBBLBIS. Mr. Chairman. I would like 
to say that where the absorption of exchange 
is not related to compensation for the use of 
somebody elses funds it is not interest. 

Mr. PATMAN. It is not interest and is not a 
device. 

Mr. DREIBELBIS. It is not a device. 
Mr. PATMAN. And it would not be a viola­

tion. 
Mr. DREiftELBIS. Where it does not involve 

compensating someone for the use of his 
funds. 

Mr. KUNKEL. If you establish a system like 
that, and I am not saying whether you can 
or cannot, is that not putting it on a basis 
of par clearance? 

Mr. CROWLEY. Let me say this: What that 
is doing is getting right back to a service 
charge again. They are already doing that. 
If you send a thousand checl\:s to a national 
bank and you do not have a hundred-dollar 
balance you have got to pay for the clearance 
of those items. But, if you have $200,000 or 
$250,000 they likely will not charge -you any­
thing for clearing the chec:ks, and I think 
that is being done right today. 

Mr. KUNKEL. Yes. But if you have them 
making no charge, and have no relationship 
between the balance and the amount ab­
-sorbed and have them doing it whether there 
is a $50 balance or a $100 balance, the same 
for the man who has a $100,000 balance are 
you not coming right back to the point that 
was so strongly opposed, that is, · par clear­
ance? 

Mr. CROWLEY. I think so; I think that is the 
practical situation. 

Mr. KuNKEL. I am speaking of the practical 
effect. 

Mr. CROWLEY. If I were running a bank I 
would undoubtedly write to all my-customers 
and tell them that I was going to continue 
to carry their exchange item without regard 
to their balances, and I would also write them 
that I would not take on any new correspond­
ent banking business because I did not want 
to carry on a lot of free business. But un­
doubtedly you do get the same effect on par 
clearance balance you get with the national 
bank, that by a gentleman's agreement the 
balance would be maintained and the ex­
change would be absorbed. 

Mr. KuNKEL. The gentleman's agreement 
is a violation of the law, is it not? 

Mr. CROWLEY. Yes; that is right. 
Mr. KUNKEL. If you do not have the gen­

tleman's agreement and apply the law as 
stated in here the practical effect comes back 
to par clearance, I think. · 

Mr. CROWLEY. That is riglit. 
The CHAIRMAN. Getting back to the answer 

· given a moment ago about the absorption of 
these charges where you have got an agree­
ment to maintain a certain balance the pur­
pose is the same I think whether you have 
an agreement or whether you do not have 
an agreement. 

Mr. CROWLEY. Yes. 
Mr. FoRD. I would like to ask this ques­

tion: Would it be in order, or would the 
Federal Reserve be disposed to let this go 
along, say, for 60 days, in the application of 
this rule,· until such time as either legislation 
can be enacted or an agreement can be 
reached or an opinion could be obtained 
from the Attorney General? 

Mr. RoLPH. Mr. Chairman, I would like to 
ask Mr. Crowley this question with reference 

• 
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to the illustration he gave of the man put­
ting a thousand checks in the bank for clear­
ance who has only a $100 balance: Is it not a 
fact that anyone who has enough business, in 
the first place, to have a thousand checks 
would not be maintaining such a balance? 
Do you know of any specific instance where 
that has happened? 

Mr. CROWLEY. Let me say this, Mr. Rolph: 
'It may be a hundred, or it may be· five hun­
dred, or if you want to, make it a thousand, 
but from my experience with small business 
there are many, many small retailers 
throughout the country where the balance 
does not run more than $500. 

Mr. ROLPH. That is not true, generally 
speaking, is it? Usually they have $1,000 or 
more. 

Mr. CROWLEY. Let me say this, that many, 
many small retailers have to anticipate their 
deposits in order to stay in existence. 

Mr. RoLPH. Do you know of any particular 
case where a concern has a thousand items 
for collection outside of his district and only 
$100 in deposit in some little bank? 

Mr. CROWLEY. Let me say this: That I 
think that back 5 or 6 years ago that in the 
nonmember banks below $500,000 or $1,000,-
000 or something like that, that the average 
deposit was $250. 

Mr. RoLPH. Well, that is very true, but­
Mr. CROWLEY (interposing). Wait just a 

minute. Do you know the way the service 
charge works today? 

Mr. RoLPH. No. 
Mr. CROWLEY. That is, the way the service 

charge works, so far as the private deposi­
tor's account is concerned? 

Mr. ~LPH. I have ·no idea; no. My bank 
absorbs the charge for me. 

Mr. CROWLEY. They charge you for every 
item that you send to your local bank. And 
I suppose that the average housewife would 
write 25 or 30 checks a month, so you can 
easily see that the small business would 
write five or siX hundred checks a month. 

Mr. RoLPH. That is right; out in the small 
towns, the small bank in a little town, I 
suppose your statement would be about 
correct. 

Mr. CROWLEY. Yes; that is What 1 am talk­
ing about; they do have a charge. Where 
is your home? 

Mr. RoLPH. San Francisco. 
Mr. CROWLEY. Well, that is a pretty big 

town. 
Mr. ROLPH. I will say it I{;; the best in the 

country. 
Mr. CROWLEY. Suppose you lived in a little 

town outside of San Francisco, and you de­
posited by check, and you checked against 
your account, you would have to pay a 
charge for every check you wrote against 
your check. 

Mr. RoLPH. You say the bank makes a 
charge against the depositor for every check 
the customer writes? 

Mr. CROWLEY. Yes. 
Mr. RoLPH. The customer does not have 

a collection charge; the bank absorbs that • 
does it not? 

Mr. CROWLEY. You are getting confused 
between a service charge and an exchange 
charge. 

Mr. RoLPH. As I understand this legisla­
tion, the Federal Reserve banks complain 
because certain banks and institutions are 
paying interest on credit balances to other 
banks who are absorbing the exchange that 
is charged, and I cannot see any sim1lar1ty 
between a collection charge and an interest 
charge. As a matter of fact, I read your 
statement over very carefully. I am sorry 
I could not be here when it was made, but 
as I understand your statement, it is your 
opinion that a collection charge and an in­
terest charge is the same. 

I looked up in Webster's Unabridged Dic­
tionary the definition of interest. I could 
not bring the dictionary over, but I brought 
this language. which reads as follows: 

"The price or rate of premium per unit or 
time that is paid by a borrower for the use 
of what he borrows; specifically a rate per­
cent of money paid for the use of money or 
the forbearance of demanding gayment of a 
debt." 

Now if you have to absorb the collection 
you have got to pay for the difference, and 
I would like to hJWe some explanation of 
that. 

Mr. PATMAN. Mr. Chairman, I would like to 
make a suggestion if I may. . 

The CHAIRMAN. Yes, Mr. PATMAN. 
Mr. PATMAN. In view of the fact that a 

request is going to be made to the Attorney 
General for an official ruling·, and properly 
so, and I am glad it is going to be done, I am 
wondering if it would be possible to have some 
agreement about holding this thing in abey­
ance? I c~n understand the position of the 
Federal ;Reserve Board and they cannot afford 
to say, "We an not going to enforce the law." 
And I certainly would not ask them to say 
that. But where there is an honest differ­
ence of opinion about the interpretation of 
the law and where honorable men have dif­
ferent views, I just wonder if the Federal Re­
serve Board could afford, under those circum­
stances, in some way or manner to hold this 
thing in abeyance pending that decision. 
What would be your thought on that, Mr. 
Ransom? 

Mr. RANSOM. Mr. Patman, I do not see how 
it lies within the power of the Federal Reserve 
to hold a law in abeyance. 

I listened this morning to my friend Paul 
Brown and several otl:er members of the 
committee suggest that we fix an . effective 
date of the order. We have issued no order 
which has an effective date. We have writ­
ten an opinion, which may or may not be 
right. I think it is right. The effective date 
of that opinion is the effective date of the 
law which you gentlemen passed in 1933 and 
reenacted in 1935. 

Mr. PATMAN. Do you think you can have the 
Attorney General pass on this before Jan­
uary 1? 

Mr. CROWLEY. I do not think so; he would 
not have sufficient time. 

Mr. RANSOM. May I complete my state­
ment? 

Mr. CROWLEY. As Mr. Ransom says, this law 
was passed in 1933 and reenacted in 1935, 
and what I cannot understand is why they 
have become so conscientious about it all of 
a sudden. 

Mr. RiNsoM. Mr. Chairman, Mr. Crowley 1s 
one of the fairest men in government that I 
have ever had the privilege of dealing with, 
and I am quite sure that Mr. Crowley would 
never be intentionally unfair, but I think 
that statement 1s unfair, because Mr. Crow­
ley knows, as well as you know, that from 
the date this law was passed we have been 
struggling with its enforcement. We have 
had innumerable conferences with Mr. Crow­
ley and other members of the F. D. I. C. and 
their staff and at all times we have tried to 
enforce the law. If we had been negligent 
in that respect, there would be room for criti­
cism. 

Now, there are others involved in this ques­
tion, possibly, than the F. D. I. C. and the 
Board. The Comptroller of the Currency has 
considerable responsibility under the statute. 

I have a possible way, I think a very effec­
tive answer, to Mr. Crowley's suggestion that 
we have suddenly become conscientious and 
to other suggestions that we have within the 
last 2 weeks, I think he said, indulged in what 
he called a squeeze play, and I would like to 
read to the committee a letter, which has a 
tremendous bearing on that problem. It is 
from the Office of the Comptroller of the Cur­
rency and is signed by Mr. Upham, Deputy 
Comptroller. I am sorry it is as long as 
it ls, but it must be introduced in order to 
explain the charges just made. It is ad­
dressed to the Board of Governors. 

Mr. PATMAN. What is the date of the letter? 

Mr. RANSOM. The date of this letter is July 
81, 1942. It reads: 

"Reference is made to office letter of June 
22, 1938, enclosing a· copy of a letter dated 
May 5, 1938, with enclosures, addressed to 
Chief Examiner ---, by Examiner ---, 
with respect to the absorption of out-of­
pocket charges by the National Bank of --, 
of ---, --. Such information was sub­
mitted for a determination as to whether or 
not there had been a violation of regulation 

. Q, as amended, inasmuch as the Federal Re­
serve bulletin for March 1937, indicated that 
the amendment effective February 11, 1937, 
which eliminated subsection (f) and made an 
addition to section 2 (a), was to declare 
existing law rather than to interpret and 
apply the law to particular practices, and 
that, therefore, the question of what in a par­
ticular case is a payment of interest upon a 
demand deposit, or a device to evade the pro­
hibition against the payment of such interest, 
would be a matter of administrative deter­
mination under the general law in the light 
of experience, as specific cases develop. In 
addition to submitting a specific case, ref­
erence was also made to the fact that an­
other bank in the same section of the coun­
try has been absorbing exchange charges, 
possibly following the lead of the subject in­
stitution." 

That refers to their request ln 1938. 
"In accordance with the Board's request 

of August 3, the examiner at the time of the 
next examination obtained additional in­
formation concerning the operation, and his 
letter of November-...19, 1938, was sent to you 
on November 30, 1938. It was understood 
from your letter of December 12, 1938, that 
the matter was under consideration and 
when a determination had been reached as to 
the action to be taken in the matter, this 
otnce would be furnished with a copy of any 
letter written to the bank on the subject. 

"On April 20, 1939, this office inquired 
whether a determination had been reached 
and was informed on April 27, 1939, tbat 
the subject of absorption of exchange and 
collection charges and other out-of-pocket 
expenses was under consideration by the 
Board of Governors, and it was possible that 
final determination of the questions involved 
might not be reached for some time, but 
that you would communicate with this of­
fice when consideration of the matter had 
progressed to a point at which more definite 
advice was possible. 

"Further inquiry was made on August 16, 
1939, inasmuch as reports of examinations 
of other banks in the locality indicated that 
for their own protection they considered 
tt necessary to resort to similar practices. 
In reply on August 23, 1939, the Board ad­
vised that, while the subject was having 
active consideration, it involved many per­
plexing problems and it was not yet pre­
pared to advise with respect to the matter. 

"On January 12, 1940, you were advised 
that the examiner had reported he had dis­
cussed with President --- of the subject 
bank the matter of absorbing exchange 
charges for country bank correspondents, 
that the latter had stated he would wel­
come a ruling from the Federal Reserve 
Board whereby the absorption of such 
charges would be considered a violation of 
regulation Q, but until such ruling was 

• forthcoming he felt it necessary to continue 
to absorb such charg~s to meet competition. 
The Board was advised that other banks ih 
the vicinity of the subject bank had found 
it necessary to engage in out-of -pocket 
charges because of the activity of the subject 
bank in this respect. 

"On January 19, 1940, your reply indicated 
that if, as a result of the Board's considera­
tion of the matter, it should be found desir­
able to communicate with the--- on the 
subject, you would be glad to furnish this 
offi.ce with a copy of the comlnuntcation. 
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"Later in the year the Board's letter of 

September 25, 1940, replying to office letter 
of September 4, stated that action had not 
been taken with respect to the situation 
pressed in the National Bank of ---, 
---, ---. for reasons with which this 
office was acquainted, but that. as previously 
stated, this office would be advised in event 
the Board should do so at any time. 

"At this point it was felt that this office 
should not continually bring up the subJect 
but should await the Board's interpretation 
of its regula.tlqn when such det ermination 
might be made. However, it seems to involve 
a question which will not rest, and a practice 
which may spread to the detriment of bank­
ing generally. as well as one that, when once 
established, may be difficult to discontinue. 
For this reason, there follows an outline of 
subsequent developments. 

"On December 5, 1941, the president of the 
~----Clearing House Association stated 
that members of the association had been 
carefully observing the provisions of reg­
ulation Q, issued by the Board of Governors 
of the Federal Reserve System, but found that 
several banks in competing territory did not 
observe such regulation, which developed 
competition to the disadvantage of the-­
banks; that the examiners had consistentl-y 
checked as to observance of this regulation 
and had discouraged any departure from its 
provisions, but that the matter of competi­
tion had developed to a point where some 
members of the clearing house desired to re­
open the discussion as to its procedure under 
this regulation, and req-qesting this office to 
advise what relief could be expected through 
the enforcement of the regulation. 

"On December 15, 1941, the president of 
the --- Clearing House Association was 
advised of · the efforts made to obtain the 
'Board's interpretation of regulation Q with 
respect to out-of-pocket charges, and that 
·a specific case had been submitted and the 
Board had stated this office would be advised 
of any action taken. He was further advised 
that the practice of absorbing out-of-pocket 
charges appeared to .be an unnecessary ex­
penditure of a bank's funds and was regarded 
unfavorably. It was suggested that if it re­
sulted in a competition detrimental to the 
clearing house banks of --- they ascer­
tain from the Federal Reserve bank of --­
whether or not an interpretation of regula­
tion Q had been made. He was requested to 
advise of any developments. 

"On July 13, 1942, in reply to an inquiry 
from this office, the former president of the 

Clearing · House Association, 
his term having expired, stated that they 
received no satisfaction from their request 
for support from the Federal Reserve bank 
by enforcement of regulation Q; that their 
treatment was cordial and sympathetic, but 
results were lacking and that, despite that 
discouragement, five of the six clearing 
house banks were willing to continue to 
abide by the full intent of that regulatton, 

.but the--- National Bank of--- elect­
ed to resign from the clearing house and pur­
sue its own methods of handling exchange 
costs. He further stated that this precip­
itated a new competitive situation in our 
own front yard, and to meet this the banks 
that remained In the clearing house Inaug­
urated a system of complete analysis, includ­
ing out-of-pocket expense In the analysis, 
rather than consider it as a separate, charge-. 
able item, as had been the practice. He 
stated they regretted that this change be­
came necessary' but there apparently was no 
alternative." 

I would like this to apply to Mr. RoLPH's 
recent question. 

The ordinary service charge does not In­
volve an actual out-of-pocket expense; it 
.involves overhead. The collection aspect of 
the matter is that In the process of collecting 
many items exchange is involved-somebody 
bas to· pay it; in the instant case it was ab-
soxi:>ed. · 

Mr. RoLPH. Is not that an arbitrary 
charge? 

Mr. RANSOM. No, because the bank on 
which the check is drawn makes a charge for 
making its depositors' funds available else­
where. 

It may be arbitrary, if you want to consider 
it that on the part of the charging bank, 
but your bank would not be expected to pay 
it; the drawer of the check in question, not 
the recipient of the check or some bank along 
the line. 

Mr. ROLPH. I put checks in my bank and 
receive a credit for check deposits, but I do 
not pay for it. 

Mr. RANSOM. Probably your checks do not 
involve an exchange charge. 
• Mr. PATMAN. Let me say a point was raised 
here the other day about the sergeant at 
arms absorbing these charges. I asked the 
serg.eant at arms about it, and he said if I 
were to draw a check on a bank where ex­
change was carried that when they found 
that out he would bring me a bill for that 
charge and have me pay it; he personally 
would not pay it; he would send a statement 
to me. · 
· Mr. RoLPH. Has anyone had that experi­
ence? 

Mr. RANSOM. Mr. Chairman, with your per­
mission, I would like to read the rest of this 
letter to us from the Comptroller of the Cur­
rency to complete the record: 
- "On June 26, 1942, the president of the 
---National Bank of---,---, ad-
vised that under date of June 23, the --­
Clearing House Association changed their 
form of policy and were now absorbing ex­
change provided the account .• from an analy­
sis standpoint, shows an earning capacity, 
and that he was afraid this was going to 
be far reaching, and instead of banks being 
able to reduce overhead, the item will in­
crease materially. 

"While this office obtains only the view­
point of national bankers and it would appear 
that they do not like the practice mentioned, 
even though certain of them feel that they 
must engage in it for their own protection, 
the question likewise involves and will affect 
th~ member State banks and nonmember 
banks. 

"While it is our inclination to press na­
. tional banks not tO resort to this practice, 
we are reluctant to take too dogmatic a posi­
tion on a controversial matter falling within 
a province delegated to the Board of Gover­
nors, in the absence of a determination of 
the question by them. Such a determination 
is highly advisable from a supervisory stand­
point, and, we believe, from the standpoint 
of better banking generally. We would urge 
upon the Board the desirability of prompt 
ruling. 

"Because of the implications to all banks, 
a copy of this letter is being sent to the 
Federal Deposit Insurance Corporation. 

"Very truly yours, 
"C. B. UPHAM, 

"Deputy Comptroller." 
The point I am trying to make, and 1 think 

Mr. Crowley will agree with this, fs that this 
whole subject has been under constant dis­
cussion between agencies, between the banks, 
and often between Members of Congress, so 
that, Mr. Crowley, it is not a new position 
that we have suddenly taken, and I think 
when you said that you were doing us an 
injustice in a very difficult problem. 

Mr. CROWLEY. Let me say this to you: I 
agree that it has been under discussion. 
This first letter from the Comptroller of the 
Currency was dated in June, sometime, 1938. 
The next one was dated July 1942. 

We first started to discuss this thing, I 
think, back in 1935. I am not a lawyer and 
Mr. Ransom is; but 1f I were a lawyer I 
would accept Mr. Ransom's facts imd figures 
and dates, and res·t my case because there is 
no more emergency existing now, so that this 
'thing cannot be delayed for 60 or 90 days, 

than existed last September, October, or No­
vember, except that, and I want to be fair 
about the thing, the Federal Reserve nas 
already notified their Federal Reserve banks 
that on January 1 they al'e to notify their 
banks that they are going to start to prose­
cute violations of this regulation. That is 
what I am advised by the banks that happen 
to be in the Richmond area. 

Now, what happens in this case, as I view it, 
is we come along here about the 1st of De­
cember, and we have this conference with 
this committee. It put this committee in 
this position: That if you ' are going to do 
anything about this to settle it in a legal 
way you have to have legislation. Now, it is 
humanly impossible to get legislation by Jan­
uary 1, because you cannot get it through the 
House or through the Senate. So the Fed­
eral Reserve Board says to ·you men now: 
We have a law we have to carry out here, 
and we cannot postpone it any longer. We 
must put it into effect and start to prosecute 
violations thereof by January 1. 

Mr. PATMAN. But, Mr. Crowley, there is no 
difference of opinion between .you gentlemen 
on this. The material thing, if I view it cor­
rectly, is that you gentlemen agree. All 
right; 1f you agree, why suspend it? Now, 
here is what you agree on: You agree that 
it is absolutely wrong, a violation of the law 
for them to conduct this business in a way 
that shows a direct relationship between the 
payment made and the balance which is car­
ried. You both agree to that. All right; 
instead of suspending the law, then, why 
can't you just say that that is your rule and 
regulation? The Federal Reserve Board, Mr. 
Ransom, speaking for them, states that is 
his view. That being true, they will only 
have to. refrain from engaging in one part 
of their activity, and that is the part which 
comes within the ban as defined by you gen­
tlemen. 

Mr. CROWLEY. The part which requires an 
offsetting deposit. 

Mr. PATMAN. Yes. 
Mr. CRoWLEY. We are w1lling to join the 

Federal Reserve in a regulation to the effect 
that the absorption of exchange is not a 
violation unless it appears that there is a 
uniform relationship between the balance 
maintained and the amount of the exchange 
charged. 

Mr. RANSOM. Any statement as to a uni­
form relationship would be wholly ineffec­
tive, in my opinion. 

Mr. PATMAN. I think it would be ineffective, 
anyway, because it would require proof of 
uniformity. · 

Mr. RANSOM. If we could agree to that lan­
guage as just read by Mr. Crowley, which, as 

·I see it, we cannot, we would find ourselves 
in this dilemma: We would have this whole 
question to decide all over again on a sta ta 
of facts that might develop tomorrow. Now, 
Mr. Crowley knows that over a period, when 
the Comptroller first asked us for an opinion 
to the day when we issued the September 
Bulletin opinion, we were in a constant state 
of trying to find some solution that would 
be acceptable to all three agencies that could 
be enforced. We have never failed to be 
diligent at all times. 

Mr. PATMAN. I agree that that phrase, "uni­
form relationship," is bad; ·but can you not 
agree on some other ph1:ase that would be 
acceptable to both of you? 

Mr. RANSOM. I will say, Mr. PATMAN, that 
we had already agreed in 1937 with the 
F. D. I. C. on a form of regulation which we 
both issued, and which· does nothing more 
than raise a question to be decided on the 
law and on the facts in the particular case. 

Mr. BROWN. You issued a bulletin in June 
1934, did you not? 

Mr. RANSOM. I am sorry; I did not hear 
you, Mr. Brown. 

Mr, BROWN. I say you issued a bulletin ill 
1934, did you not? 
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Mr. RANSOM. Yes; we issue one · every 

mon th. 
Mr. BROWN. All right; here is what you say: 
"The absorption or payment of such 

charges in amounts which do not vary with 
or bear a substantially direct relation to the 
amount of the depositor's balance is not pro­
hibited by law." 

Mr. PATMAN. That is what I understand 
both of you gentlemen agree on now. 

Mr. RANSOM. Let me say, Mr. Brown, that is 
only a port ion of the article in the June 1934 
Federal Reserve Bulletin. 

Mr. BROWN. I am going to ask Mr. Crow­
ley to insert the whole bulletin in the record. 

Mr. RANSOM. We are prepared to insert it. 
Mr. BROWN. I am going to have Mr. Crow­

ley insert it in view of the fact that he 
referred to it. 

Mr. HULL. Pardon me if I interrupt here. 
We have not a quorum present, and we are 
considering a matter that is just before us 
as a matter of courtesy. We are going to 
adjourn tomorrow, and there is no possibility 
of any legislation being enacted before ad­
journment. After a. week or so of discus­
sion here, it is apparent that there is going 
to be action taken by the Federal Reserve 
Board on this regulatio~. I wonder if the 
chairman would entertain a motion or 
whether the committee would entertain a 
motion that Inasmuch as the country banks 
are going to be required to spend a couple 
of million dollars on exchange charges before 
any legislation on it can be prepared-! won­
der if you would entertain a motion suggest­
ing that the chairman prepare a bill which 
will define the law in three or four para­
graphs so plain ~at nobody can misunder­
stand it and bring that bill before the com .. 
mlttee when we reconvene? 

Mr. RoLPH. I second that motion. 
Mr. BROWN. The suggestion of Mr. PATMAN 

might be a good one. 
Mr. KuNKEL. But after you get the Attor­

ney General's opinion, where are you? 
Mr. BROWN. Then we can decide whether 

we want to enact a law. 
Mr. PATMAN. There is no difference of 

opinion here. 
Mr. KuNKEL. When you get the Attorney 

General 's opinion, that will not settle· it 
without a · court's determination. 

Mr. BROWN. You do not want to invoke it 
now until we can get the court's decision 
on it, do you? 

Mr. KuNKEL . . I think we would have to take 
it to the ·courts to decide it in any event. 

Mr. RANSOM. Let me point out to you, Mr. 
Hull, and Mr. Crowley, that nowhere, to my 
knowledge, has the Federal Reserve Bciard or 
a single Federal ReseFe bank ever used any 
date on which a law passed by Congress is 
to become effective, never. 

Mr. HULL. I would ask you this question, 
Mr. Ransom: What you have before you and 
what you are trying to enforce is your con­
struction of the law? 

Mr. RANSOM. That is correct. 
Mr. HuLL. That is what you intend to en­

force? 
Mr. RANSOM. Correct. 
Mr. HuLL. Then, if you are wrong what is 

going to happen to this $2,000,000 or $3 ,QOO,- , 
000 exchange you wlll get in before some 
court can decide otherwise? 

Mr. RANSOM. I cannot answer that because 
I do not know, because I assume the banks 
kJl.OW the law ·and obey it. As to the sug­
gestion that we are responsible in any way 
for the date of January 1, that is wholly in­
correct. What happened in this, and it 
might throw some light on the discussion: 
After the ba):lks read our September bulle­
tin many of them concluded we were right, 
that they had been violating the law and 
they wanted to desist. So they sent out the 

· notices that as of a certain day they would 
start observing the law. January 1, I be­
lieve, happens , to be the date which Mr. 
Brown tells me some of the banks in his dis-­
trict received as the deadline from the banks 

with which they do. business. I have seen 
. nothing of that kind froni the State of 

Georgia. 
Mr. BROWN. I have received a good many 

letters on that. 
Mr. CROWLEY. May I put this in the record: 

Mr. Haynes told Mr. Brown, our general coun­
sel, that the Richmond Federal Res~rve 
Bank had notified his bank, and he under­
stands they told all -banks in that district, 
that unless they discontinued absorbing ex­
change by January 1 charges would be made 
against it. He said he was informed that all 
Federal Reserve banks would take the same 
action. 

Mr. RANSOM. That is an action on the part 
of the president of one Federal Reserve bank, 
and I suppose that is an effort on his part 
to obtain compliance with the law, but the 
date is wholly immaterial to me. 

Mr. BROWN. We have quite a lot of banks, 
small and large banks, that are concerned 
about this, and I have received letters from 
some of them in my own State, and they do 
not want this regulation to be put in oper­
ation now, but they are afraid to write to 
you about it, and they are afraid to have 
me use their names. They are afraid the 
Federal Reserve Board will place them on the 
blacklist. That is the whole truth of the 
matter. 

Mr. RANSOM. We have no blacklist. 
The CHAIRMAN. I do not think the com­

mittee offhand is in a position to decide 
these questions when there is a substantial 
difference of opinion between two depart­
ments of the Government. 

Mr. PATMAN. I see no difference, Mr. Chair­
man. 

The CHAIRMAN. Well, now, there is; there is 
no doubt about that. If this were a dispute 
between two individuals and the enforce­
ment of a statute were involved, and if the 
court thought there was a substantial cause 
of action it would enjoin enforcement of 
that statute pending decision of the court. 

It seems to me neither department has the 
ultimate right to make a decision if there is 
a confiict of opinion between them as to 
the law. Now, the Attorney General is the 
chief law officer of the United States. It 
seems to me this question could be sub­
mitted to him. I think it would be a proper 
submission· where there Is a substantial 
difference of opinion between two depart­
ments. 

Mr. KuNKEL. What good would It do after 
you had done that? 

The CHAIRMAN. The court would take this 
under advisement for a long time and con­
sider it. I do not think the committee 
ought to have to decide It. I think some 
competent tribunal of the Government 
should decide this rather than the com­
mittee. 

Mr. FOLGER. All Of Mr. PATMAN'S insistence 
upon an answer has been based upon a 
hypothetical state of facts that we might 
differ on as lawyers, but do we know the 
facts, and is it just In the situation to ask 
the Attorney General to pass upon a hypo­
thetical state of facts? 

I have a letter-and I am not going to give 
the name of the sender-from a banker who 
says that his bank has been notified that 
after January 1 they will absorb only 50 per­
cent of the exchange charges, but it does not 
refer to any consideration as to interest or 
noninterest or the amount of demand de­
posits, or anything of that kind, but it just 
states that after that time they would not 
absorb more than 50 percent of the exchange 
ch.trge. We are just hypothetically consid­
ering this matter. The banks that write me 
simply ask that this matter be deferred In 
some way untU April 1-untll it can be set­
tled. We should take some time to see what 
has ·.been going on. Here is one case upon 
which this ruling is based, but if you get 
a hypothetical opinion which is based upon 
a hypothetical question, I do not think it will 
answer the question. 

Mr. RANSOM. In answer to 'Mr. FOLGER's 'Very 
intelligent suggestion, we have no idea of 
asking the Attorney General a hypothetical 
question. We have a specfic case, and we do 
have a difference of opinion as to the legal 
conclusions -to be drawn from the facts as 
submitted by the Comptroller or. the Cur­
rency. That case involves the question we 
have been discussing for days. We propose 
to ask for an opinion, or we will join in the 
request to ask him to render an opinion on 
the facts in that case. That is not hypo­
thetical at all. That case obviously is effec­
.tive and would be controlling, in my opinion. 

Mr. FoLGER. I have had many telegrams and 
letters on this matter. Most of the tele­
grams and letters I have received contain 
only pleas for a postponement to be heard 
in some proper tribunal-a postponement for 
60 days from January 1 to April 1. That is 
the request I have received from these men 
who are going to be vitally affected. 

I am not taking a position either way. I 
have an opinion about the law, but my opin­
ion might not be right, and there is no 115e 
to inject that here, but is there not some way, 
without the Federal Reserve bank seeming 
to stultify itself by postponing the execu.tion 
or enforcement of a law by which these banks 
may be favmed by such an innovation-and 
I am not criticizing the banks about that, 
as I do not know too much about them-but 
is there not some way in which this postpone­
ment can .be accomplished to give a chance 
to the banks adversely affected-to give them 
a chance to come In and present the matter 
somewhere and somehow? We cannot do it 
now as we are going to adjourn tomorrow, 
and a resolution has been offered already. 

As to Mr. Hull's suggestion that there will 
be $2,000,000 paid out in charges, and what 
is going to become of it, suppose the last 
Interpreter of this law should hold that this 
was not prohibited by this act which give 
rise to regulation Q? · 

Mr. RANSOM. I am treading on dangerous 
ground, and I am not at all sure of my legal 
position. Despite Mr. Crowley's statement 
that I am a lawyer, it has been a long time 
since I have practiced law, but if such a con­
tingency arises as you suggest, who Is going 
to complain, the bank to which in effect, in 
my opinion, the other bank is going to pay 
interest? Is the nonmember bank going to 
sue the absorbing bank for interest that it 
benefited from, or received? There is not any 
probability of it when you get into that field 
that anybody is going to be heard to com­
plain. As an actual matter of fact the in- . 
direct payment of interest is not to the ab- ' 
sorbing bank in all instances an unfair 
proposition because they have gotten the use 
of the balance. As I said to ljitart with the 
bank that absorbs exchange in all probability 
must make more out of the funds of their 
correspondent bank than they absorb for 
the correspondent bank, or they would not 
do it. So, there is not any danger of a certain 
amount of interest being paid out which, as 
Mr. Hull suggested someone might want to 
recover. That does not give me any concern 
at all, but the Board's position, Mr. FoLGER, 
would be an extremely difficult one if it re­
cedes from its present position. 

Mr. BROWN. When the gentleman con­
cludes his answer, since we have a witness 
here, Mr. Crowley, who has bee·n here for 
several days, I think we ought to let him 
complete his statement. 

Mr. CROWLEY. Mr. Chairman, I have got to 
please be excused at 12 o'clock, because I 
have an appointment that I have to keep, but 
I just cannot get through my head why we 
have to rush this thing through here in a 
few days. 

I feel verJI, very keenly about this thing 
here, and I know Mr. Ransom does on the 
other side. 

There could be a joint resolution put into 
the Senate delaying the execution of the 
Federal Reserve's ruling for 60 or 90 days 
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that would not have any difficulty in being 
passed. 

There are a good many Congressmen and a 
good many Senators who feel very keenly 
about this thing and who have little banks 
that feel very keenly about it; and if Mr. 
Ransom ~d his Board will only agree just to 
have the Federal Reserve bank and these 
other banl{s leave this thing alone and im­
mediately, Mr . Chairman when you get back 
put in a resolution that would protect the 
Federal Reserve Board for 9'J days until you 
have a chance to see whether this committee 
wants to draft some definite legislation deal-· 
ing with this thing here that would meet the 
situation. I think the subject is entitled to 
th:!t much considaration. 

N:Jw, so far as I am concerned, I have done 
everything that I can possibly do on this 
thing here. I h ave disagreed with the Fed 
on this since 1935. I realize their position, 
but there is not anything more I tan do about 
this, except this, that as far as the Federal 
Deposit Insurance Corporation is concerned, 
I think we have a perfect right to write our 
panks a letter stating that as to the non­
member insured banks the absorption of ex­
change will not be considered a violation of 
t!1e 'corporation's interest regulations where 
:the exchange bears no relation to the amount 
pf the depositor's balance. 

Mr. PATMAN. That is where I say there ts 
no difference between you. You would not 
object to postponing a resolution that- would 
ban the payment of interest directly or indi­
rectly? 
. Mr. CROWLEY. I think you might J:ass a law 
;until this law could te clarified. 

Mr. PATMAN. But I think your instructions 
wou.d clarify it. 

Mr. CRowLEY. I know that we do not have 
a right to do that. _ 

Mr. PATMAN. You stand by the 1934 order 
a1Jout where there is no relationship between 
the amount of deposit" and the compensation 
paid that it is not a violation of the law? 

Mr. RANso·M. That is a technical question. 
Because of my loss of voice from which I am 
suffering from the process of taking up your 
time, and because it is very strictly a tech­

_nical legal question I will ask you to let the 
general attorney for the Boar~ answer that 
question. 

Mr . BROWN. At this point may I ask. permis­
sion to insert in the record this bulletin 
iEsued in June 1934, pages 394 to 396, inclu­
sive? 

Mr. KuNKEL. Has anybody submitted the 
s ~ptember issue of the bulletin for the rec­
o~·d? 

The CHAIRMAN. Without objection the 
pages referred to may be inserted in the 
record at this poin-t. 

(The pages referred to are as follows:) 
[Extract from Federal Reserve Bulletin for 

June 1934, pp. 39i:-396] . 
"ABSORPTION OF EXCHANGE OR COLLECTION 

CHARGES BY MEMBER BAN!{.S 
"Section 19 of the Federal Res·erve Act, as 

amended by the .Banking Act of 1933, ap­
proved June 16, 1933, provides, in part, that: 

" 'No member bank shall, directly or indi­
rectly by any device whatsoever, pay any 
interest on any deposit which is .payable on 
demand.' 

"If strictly complied with by member 
banks, this provision of law would reduce 
one of their largest items of expense, and it 
is in their own interest for member banks to 
cooperate in obtaining complete compliance 
with both the spirit and the letter of the 
law on this subject. 

"Since the enactment of this provision 
on June 16, 1933, the Board has frequently 
had occasion to consider the question 
whether the payment or absorption of ex­
change or collection charges by -a member 
bank, in connection with items received on 
deposit from its customers or correspondents 
constitutes an indirect payment of interest 

within the prohibition of section 19, where 
such deposits are payable on demand; and 
the Board has issued a number of rulings on 
this subject during the past year . . 

"Questions as to whether or not the 'absorp­
tion of particular charges constitutes an in­
direct payment cf interest within the 
meaning of the law must be determined· as 
and when they arise tn particular cases and 
in the light of the special facts -of each such 
case, and· no general rule applicable in all 
cases can be pescribed. However, · rulings 
which th9 Board has made in particular 
cases which have been presented for its con­
sideration have resulted in the establishment 
of certain principles. which are Eummarized 
bebw for the information and guidance of 
member banks: 

"(1) The absorption of exchange or col­
le~tion charges in amounts which vary with 
or b :'lar a substantially direct relation to the 
amount of a depositor's balance amounts .to 
an indirect payment of interest in violation 
of section 19 of the Federal Reserve Act, if 
the deposit is payable on demand. 

"(2) The absorption or payment of such 
charges in amounts which do not vary with 
or bear a substantially direct relation to the 
amount of the depositor 's balance is not 
prohibited by lrw. 

"(3) 'If exchange charges and other actual 
out-of-pocket expenses are included in. an 
analysis of an acco'..lnt which also includes a 
credit allowed the customer for interest or 
for the reasonable value of the account to the 
bank interest is paid to the extent that such 
credit offsets out-of-pocl{et expenses ab­
sorbed by the bank; and any such payment 
with respect to a deposit payable on demand 
is in violation of law. . -

" ( 4) If exchange charges and other cut­
of-pocket expenses are omitted entirely from 
an analysis of an account, credit for the 
earning value of the account to the bank 
may lawfully be included in such analysis, 
provided no payment is made to the cus­
to::ler with respect to such account and 
the analysis is used solely for the purpose 
of determining whether the bank itself is 
properly compensated for the services which 
it renders to the customer and;or what serv­
ice charges, if any, must be assessed against 
the customer. 

"In order that the application of these 
principles may be -more clearly understood, 
the rulings in which they were established 
are reviewed below. 

"In one of the earliest rulings by the Board, 
the question presented was whether a mem­
ber bank might lawfully absorb exchange or 
collection charges in connection with checks 
and other items received by such bank for 
credit to the account of the correspondent 
bank. From the statement of facts submit­
ted, it appeared that a charge would be 
made and assessed against the correspondent 
bank unless a sufficient balance was main­
tained by that bank to recompense the mem­
ber bank for the absorption of such charges; 
but it did not appear that there was a sub­
stantially direct relation between the amount 
of the charges so absorbed by -the member 
bank and the amount of the balance main­
tained by the correspondent. For the pur­
poses of the ruling, it was assumed that the 
amount of the charges so absorbed would not 
vary directly with the amount of the deposit 
balance, but would depend rather upon the 
number of items received in the correspond­
ent's r.ccount, the time necessary · to collect 
them, and the manner of collection neces­
sary. It was further assumed that, although 
service charges might be made against the 
correspondent bank if it failed to maintain a 
balance sufficient to recompense the mem­
ber bank for the absorption of · such charges, 
nevertheless, if the amount of the deposit 
balance exceeded the minimum required for 
the absorption of such charges, there would 
be no corresponding increase in the cost of 
the account to tl1e -member bank or in the 

pecuniary benefits to . the -correspondent 
bank. . 

"The Board ruled that the absorption of 
exchange or collection charges in such cir­
cumstances was not to be regarded as a pay­
ment of interest directly or indirectly within 
the meaning of section 19,-since the amount 
of charges absorbed by the member bank 
would not vary with or bear a substantially 
direct relation to the amount of the balance 
maintained by the correspondent • bank. 
Eowever, the Board stated that, if the amount 
of such charges or benefits to the corre­
spondent bani\: should vary with or bear a 
substantially direct relation to the amount 
of the deposit balance, such a practice 
would come within the prohibition of section 
19 against the pa~·ment of interest on de­
posit s payable on demand. 

' tin another case there was also presented 
to the BJard a question as to the legality of 
a practice under which member banks 
charged to their depositors the amount of 
exchange charges on checks received on de­
posit, except that, if the average daily bal­
ance of the depositor was $1,0::!0 or more, 
the banks absorbed the ~mount of such ex­
change charges. ':(he Board stated it was 
of the opinion that the absorption of charges 
in such circumstances was not ·an indireat 
payment of interest, since the amount of 
charges absorbed did not vary with or ' bear ·a 
substantially direct relation to the amount 
of the depositor's balance; and tfiat accord-" 
ingly, the member banks were not prohibited 
from absorbing charges on such a basis in 
connection with balances payable on de­
mand. 

"On the other hand, in another case pre­
sented to the Board, it appeared that it was 
the custom or practice of certain member 
banks, in connection with deposits received 

. from correspodents and payable on dema.nd, 
to absorb exchange or collection charges in 
an amount equivalent to 2 percent of the col­
lected balance of the correspondent bank. 
On the basis of such facts, the Board ex­
pressed the view that the payment or ab­
sorption of exchange or collection· charges 
by any such member bank up to an amount 
equivalent to ·a certain specified percentage 
of the amount of the collected balance of 
the correspondent or customer was an in­
direct payment of interest in· contravention 
of the prbvisions of said section 1!J. 

"In yet another case, the facts were stated 
to the Board substantially a:s follows: The 
potential earning power of the depositor's 
balance is arrived at on the basis of an ar­
bitrary rate representing in theory the ap­
proximate average earning rate of the bank's 
loans and investments. This amount is set 
up as an analysis credit account which will 
offset service charges for checks collected, 
checks paid, etc. If the total amount of such 
service charges is less than the an'alysis credit, 
no service charge is assessed against the de­
positor; but, if such charges exceed the 
amount of the credit, the depositor is- called 
on to pay the difference. The bank does 
not actually pay any part of the analysis 
credit to the depos1tor, regardless of the 
amount of such credit or the amount .·of the 

- ~erv1ce charges. It was stated that the serv­
ice charges themselves did not represent ac­
tual payments made by the bank for ex­
change, collection, or other similar charges, 
but it appaared that such items, represent­
ing actual expenditures by the bank on be­
half of specific depositors, would actually be 
included in computing the amount to be off­
set by th·e analysis credit, which apparently 
represented a fixed percentage of the deposi­
tor's balance. On the basis of such informa­
tion, the Board expressed the view that the 
deduction from the amount of service charges . 
to be imposed upon a depositor of an amount 
equivalent to a certain percentage of his bal­
ance is an indirect payment of interest with­
in the me::ming of section 19 of the Federal 
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Resen·e Act, and accordingly, that no mem­
ber bank may lawfully make a deduction 
from service charges on such a basis with 
respect. to deposits payable on demand. 

"Insofar as this ruling related to service 
charges representing general overhead ex­
penses of the bank, as distinguished from 
exchange, collection, and other charges aris­
ing out of specific transactions for specific 
customers and actually paid or credited by 
the bank on behalf of such customers, it was 
qualified subsequently by the ruling next dis­
cussed below. 

"Under date of November· 24, 1933, the 
Board was advised by the chairman of the 
bankin~ code committee that article VIII, 
paragraph (3) of the Bankers' Code of Fair 
Competition, as approved by the President on 
October 3,- 1933, provides that rules shall be 
adopted by all clearing houses fixing uniform 
service charges whereby services rendered by 
banlts shall be compensated for either by ade­
quate balances carried or by a scale of 
charges. It was stated that, in order to de­
termine whether the balance carried in an 
account is sufficient to compensate the bank 
fairly for services rendered, it is necessary to 
analyze the account and that this requires 
the establishment of uniform rules which 
must ~ive consideration of the value of the 
account and proper service charges against 
the account; and that these charges are of 
two classes: First, general overhead expenses 
of the account; and second, out-of-pocltet 
expenses, such as exchange, collection, and 
ot her charges arising out of specific "transac­
tions for specific customers and actually paid 
or cn:dited by the bl;tnk on behalf of such 
customers. 

"It further appeared that, under the code, 
it was the duty of the banking code com­
mittee to consider the rules which were being 
submitted for approval by clearing houses 
and other banking groups provided for in 
the code and that, before passing upon these 
rules, the committee desired to know whether 
it would be contrary to the provisions of the 
Federal Reserve Act which prohibits the pay­
ment of interest on deposits payable on de­
mand for member banks to talte into consid­
eration 'the reasonable value of their custom­
ers' deposit balances' in analyzing accounts in 
accordance with a uniform plan to be ap­
proved by the banking cede committee for 
the purpose of determining whether service 
charges should be assessed against their cus­
tomers and, if so, the amount to be aEsessed: 
Provided , That ( 1) the value of each account 
to the bank is computed in accordance with 
a uniform plan approved by the banking code 
committee, and (2) the banks require actual 
reimbursement (without deduction of inter­
est or of the estimated value of the customers' 
balance to the banks) for exchange charges; 
collection charges, and other charges arising 
out of spedfic transactions for specific cus­
tomers and actualiy paid or credited by the 
bank on behalf of such customers: 

"In response to the foregoing, the Federal 
Reserve Board reconsidered the ruling last 
discussed above and made an official ruling to 
the effect that a practice such as that out­
lined in the letter from the chairman of the 
banking code committee would not be con­
trary to the provisions of section 19 which 
prohibit the payment of interest upon de­
posits payable on demand. In reaching this 
conclusion, the Board qualified certain earlier 
rulmgs to the extent of holding that the ab­
sorption, in an amount equivalent to the 
value of the depositor's account to the bank, 
of service charges representing the depositor's 
allotted shares of the banks' general overhead 
expenses, as distinguished from exchange 
charges, collection charges, and other charges 
arising out of specific transactions for spe­
cific customers and actually paid or credited 
by the bank on behalf of such customers, 
would not contravene the rule against paying 
interest directly or indirectly on deposits 
Which are payable on demand. In making 

this ruling, the Board also took particularly 
into account the fact that the uniform ruling 
proposed to be adopted by the banking code 
committee contemplated, among other 
things, that the banks would require actual 
reimbursement 'for exchange .and collection 
charges wit hout the deduction of interest or 
of the estimated value of the customers' bal­
ances to the banks. It was -felt that such a 
rule would eliminate any question of illegality 
which might be occasioned by the absorption 
by a bank of exchange or collection charges 
in an amount bearing a substantially direct 
relationship to the amount of the balance. 

"In conclusion, it should be noted that, in 
any case in which a member banlt pays or 
absorbs exchange or collection c41arges or 
other expenses in connection with any de­
·posit payable on demand, the burden will 
be upon it to show that such payment or 
absorption of charges is not a device to evade 
the provisions of section 19 of the Federal 
Reserve Act forbidding the payment of in­
terest on deposits payable on demand." 

Mr. PATMAN. Referring to paragraph (1)­
"The absorption of exchange or collection 

charges in amounts which vary with or bear 
a substantially direct relation to the amount 
of a depositor's balance amounts to an indi­
rect payment of interest in violation of sec­
tion 19 of the Federal Reserve Act, if the de­
posit is payable on demand." 

Is that all right? 
Mr. RANSOM. No; it has to be explained. 

Read the last paragraph. 
Mr. PATMAN (reading): 
"(2) The absorption or payment of such 

charges in amounts which do not very with 
or bear a substantially direct relation to 
the amount of the depositor's balance is not 
prohibited by law." · 

Do you agree to that? 
Mr. RANSOM. Provided you read the last 

paragraph. 
Mr. PATMAN (reading): 
"In conclusion, it should be noted that, 

in any case in which a member bank pays 
or absorbs exchange or collection charges or 
other expenses in connection with any de· 
posit payable on demand, the burden will 
be upon it to show that such payment or 
absorption of charges is not a device to evade 
th:J provisions of section 19 of the Federal 
Reserve Act forbidding the payment of in­
terest on deposits payable on demand." 

In other words, you just shift the burden 
6f proof there, but the general proposition 
that you and Mr. Crowley both agree on, as 
I understand it, is that where there is a 
direct value or relationship, we will say, over 
a period of time which shows that the amount 
of charges absorbed has a direct relation­
ship with the amount of deposit kept by the 
bank, it would be a violation of the law. 
Now, both of you gentlemen have agreed to 
that? 

Mr. RANSOM. Yes. 
Mr. PATMAN. Now., then, I cannot see why, 

if you put that together in one order or 
regulation, or issue separate regulations mak­
ing that plain, why anybody could complain 
of it. 

Mr. RANSOM. We put it together when we 
decided the September bulletin case. 

Mr. PATMAN. Now, this 1934 order still 
stands, does it? 

Mr. RANSOM. That is hardly an order; it 
is an expression of opinion. 

Mr. PATMAN. All right, ii; still stands; you 
have not changed your views? 

Mr. RANSOM. Will you please let the gen­
eral attorney of the Board explain that? 

Mr. DREIBELBIS. I agree With the 1934 state• 
ment, and I agree with paragraphs 1 and 2. 

Mr. PATMAN. Has the Board changed its 
views on it? 

Mr. DREIBELBIS. No, sir. I will say that the 
ruling in September 1943 is entirely consist­
ent. with that statement. I think the ques• 
tion is "wherein is the September 1943 rule 
out of step with the 1934 ruling in the 
bulletin?," 

Mr. CRAWFORD. It is not out of step, is it? 
Mr. DREIBELBIS. I say no, as a lawyer. 
Mr. PATMAN. I am not admitting that it is. 
Mr. FoLGER. Then, this question arises, why 

was not something done comparable to what 
was done in the following September, in 
1934, when the Board sent out its bulletin? 
You see, that was 9 years ago, and we are 
now engaged in a war, it is Christmas time, 
and we are about to adjourn, and all of these 
things are confronting us. 

Mr. McKEE. With the permission of the 
witness, I would like to make a st atement 
off the record,.. as far as this delay in the 
mechanics of it is concerned. 

Mr. PATMAN. Mr. McKee wants to make a 
statement off the record in regard to the 
delay in the mechanics of it. 

The CHAIRMAN. Wit hout objection, he may 
make a statement off the record. Mr. Crow­
ley is on the stand, but if you want to pro­
ceed, why, all right. 

Mr. CROWLEY. I yield, but not for all after­
noon. 

(Discussion off the record.) . 
Mr: PATMAN. I would like to ask Mr. Crow­

ley this question: Why could not yottr banks 
bring a suit? They have their rights under 
the law. Why put this on Congress? You 
have your law; you have your lawyers, and 
you have your c.ourts. 

Mr. CROWLEY. Mr. Chairman, I would like 
to say just this. I do not think it is up to 
me as Chairman of the F. D. I. C. to come 
here and argue with Congress as to what it 
ought to do. If you Members of Congress 
do not want to meet this issue with some 
legislation, then certainly it is the duty of 
the Federal Reserve to carry on in the way 
they interpret the act. I have expressed 
my views on this, and I expect to let all the 
insured banks in the country know what my 
views are. But if Congress does not want 
to meet this issue head-on, that is up to 
them. I think all this stuff about delay·, 
and all this about the necessity of doing their 
duty, and so forth, and so on, is all bunk. 
I think it is up to Congress to take positive 
action. 

I just want to say this one other thing. 
Some of you may not agree with me on this 
matter, but I want to tell you that this is 
going to lead to things in the ruture on 

• which you will agree with me. 
Mr. BRowN. In that connection, I just 

want to say that I am just doing my best to 
clear up this situation. I do not think you 
can put this on Congress. We did not know 
anything about the enforcement of this 
regulation as interpreted by the Federal Re­
serve Board. 

Mr. TALLE. Mr. Crowley, in connection with 
your final statement, is it fair to say this 
might lead to branch banking? 

Mr. CROWLEY. I do not t"link there is any 
doubt about it. I think you are giving to 
the branch-bank advocates one of the finest 
weapons you eyer gave them in your life. 

Mr. McKEE. I would like to refute that. I 
think you are giving to small banks the 
chance to make money on their own money, 
just as has been done by the big banks. 
You do not absorb exchange cnarges for 
nothing, and if they had not been operating 
with the little fellows' money at a profit, 
they would not. be absorbing their exchange 
charges. 

Mr. KUNKEL. Mr. Chairman, with your per­
mission and that of the committee, I would 
like to include, as part of the record, some 
figures given in the Annual Report for 1942 
of the Board of Governors of the Federal Re­
serve System. These figures are found on 
page 82 of that report and give the number 
of banks on the par list and those not on 
the par list, by both Federal Reserve dis­
tricts and States, as of Dzcember 31, 1941, 
and December 31, 1942. 

The CHAIRMAN, Without Objectioz;, that 
may be done. 



! 

9404 CONGRESSIONAL ,RECORD-SENATE DECEMBER. 14 
(The matter referred to is as follows:) 

No. 19.-Number of 'banks on par list and not 
on par ltst,, by Federal Reserve dist1·icts 
and States, on Dec. 31, 1941 and 1942 

Federal Rc..oerve dis· 
trict or Sta tc 

Member 
banks 

Nonmember banltR, 
other than mutual 
savings banks 

--------- -------
On par 

list 
Not on 
par list 

Dec. Dec. Del. Dec. Dec. Dec. 
31, 31, 31, 31. 31. 31 

1942 1941 1942 1!141 1942 1941 

---------1------------
DISTRICT 

Boston _-- ------------New York. __________ _ 
Philadelphia_-------­
Cleveland __ ----------Richmond ___________ _ 
Atlanta _____ ----_; __ _ _ 
Chicago __ -----------­
f>t. Louis_-----------­
Minnenpoli<>---------­
!Can!'as City----------Da lias _______________ _ 

San Francisco.-------

348 347 160 Hi2 ----- -----
799 797 188 195 ----- -----
652 6.~9 2BI ~24 ----- -----
685 673 510 538 2 2 
46{) 447 262 275 288 289 
318 317 87 82 fi9~ 704 
925 89fJ 1. 301 1. 338 215 220 
450 437 f>8!i f\21 44R 443 
454 452 103 115 71 8 716 
744 711 8G4 905 173' 176 
5iU 573 239 2-11 119 152-
274 277 223 228 2(j 29 

'fotaL _________ 6, 679
1
6, '619 4, 743 4, 924 2, 7~ 2, 7~ 

STATES 

New England: Maine ______________ 40 40 26 26 ----- -----New Hampshire ____ 53 53 12 12 ----- -----
Vermont . __ -------- 40 40 32 32 ----- -----Mas~achusctts ______ 154 153 39 41 ----- -·---· Rhorle Island _______ 14 14 9 9 ----- ·----. Connecticut_ ___ ____ 60 60 57 57 ----- -----Middle Atlantic: New York ______ ____ 584 580 126 133 ----- -----
New .J erscy --------- 289 291 fil 61 ----- -----Pennsy Ivan ia _______ 

East North Central: 
7il 778 278 288 ----- -----

Ohio __ ------------- 391 379 293 312 ----- -----
Indiana_----------- 215 201 280 29() 3 3 
Illinois __ .---------- 447 434 347 364 32 32 Michigan ___________ 221i 224 222 230 1 1 
Wisconsin __________ 147 145 255 260 159 161 

West North Central: MinneRota __________ 209 207 42 48 421 420 
low a ___ ------------ 158 154 385 390 111 114 
Missouri_---------- 164 160 326 344 111 107 
North Dakota ----- 43 45 s 4 113 112 
South Dakota ______ flO 60 fi 6 96 96 · Nebraska ___________ 147 147 100 107 159 164 
Kansas ________ ----- 211 209 426 447 2 -----

Eouth Atlantic: 
Delaware __ -------- 18 18 24 23 ----- -----Maryland __________ 79 74 1>6 100 ----· -----Di<;trictofColumbia. 17 17 5 5 ----- -----
Virginia ____ -------- 190 184 86 S1 39 3Q 
West Virginin ___ ___ 103 101 71 74 6 G 
North Carolina __ ___ 55 55 15 17 127 125 
f'outh Carolina _____ 28 27 3 4 116 119 
Gl'or~ia. _ . . -------- fi8 69 18 19 260 261 Florirla . ____________ 58 158 16 15 89 89 

Ea~t South Central: 
Kentuc:ky ---------- 112 113 ~73 275 10 10 
Tenneggec __ -------- 76 77 52 47 167 173 
Alabama_-- -------- 83 82 5 4 129 132 
Mississippi_ ___ --- --

'Wast South Central: 
26 26 5 6 171 175 

Arkansas_----~-- ___ 6.1 59 36 44 129 127 
Lou~siana __ -------- 38 37 3 4 103 11J.'i 
Oklahoma. _________ 217 218 159 100 12 12 
'l'cxas. ------------- 627 5SO :225 227 95 96 

?.!our:tain: 
Montana ___________ 67 66 21 24 22 22 
Idaho __ ------------ 26 28 :<o 2i ----- -----
Wyoming_--------- 36 35 19 22 1 1 
Colorado_---------- 93 93 47 51 ----- -----New Mexico _______ 27 27 14 15 ----- ........ 
Arizona_----------- 7 7 5 5 ----- -----Utah ____ __ • ________ 34 34 2-~ 2{) ----- -----
Nevada._---------- 8 8 4 4 ----- -----Pacific: 
Washington ________ 57 57 51 51 23 26 
Ore<.mn _ ------------ 31 32 36 36 3 3 
California_--------- 113 113 84 8{j ----- -----
1 Includes all member banks, and all nonmember 

banks on which checks arc drawn except mutual savings 
banks, on a few of wbich some checks are drawn. Banks 
"not on par list" compri$C nonmember hanks which 
have not agre<'d to pay without deduction such checks 
drawn upon them as may be forwarded for payment 
through tt:e J!'edPral Resrrve banks. Checks on such 
hanks are not collectible through the Federal Reserve 
banks. '!'be difference of 5 between the numoor of non­
member hanks on Dec. 31, 1!l42, shown in this tahle and 
in table 17 is due to the fact that this tahlf! excludes 135 
banks (principally 59 industrial banks and 1\8 nondeposit 
tru~t companies) on which no chrcks are drawn, and 
includes 130 banks (principally 110 private banks and 
15 cooprrativc bank!l) on which checks are drawn but 
which (I) are not reporting to State banking depart· 
ments, or (2) are in liquidation. 

1

(Wednesday, F.ebruary 9, 1944) 
The CHAIRMAN. Now,"Mr. Crowley, you may 

proceed. 
Mr. CROWLEY. Mr. Chairman and members 

of the committee, we had worked 'on a writ­
ten statement which I wanted to present to 
the committee, but I felt this thing had been 
prolonged so long that you men certainly 
had had enough opportunity to visualize 
what it is all about, and I did not want to 
burden you with a lot of unnecessary detail. 

I appreciate the friendship this committee 
has always had for the Federal Deposit In­
surance Corporation. It has been a non­
partisan committee in support of all of the 
legislation and things to help us. I also want 
to say, iniQfar as my associates in the Fed­
eral Reserve are concerned, that I am sorry 
there has always been between us that · 
marked difference of opinion regarding the 
banking system. I do not take that as a 
personal difference, because they are all good 
friends of mine; but I do disagree with them 
very emphatically upon this exchange charge 
and I want to go on record as saying that· I 
favor the Frown bill. I think, in favoring 
the Brown bill, that I am making a very 
definite contribution to the continuance of 
the dual banking system in this country­
the right of directors and management to 
use ordinary discretion in the conduct and 
affairs of their business. I do not believe 
that any group of men, no matter how wise 
they may be or. 11ov.· honest they may be, 
should have the power so that they might 
regulate the life and the death, the thought 
and the actions of the banking system to the 
extent that they attempt to do in this regu­
lation, or in this determination of their reg­
ula,tion. 

The amount involved in this, as I under­
stand it, is about tB.OOO,OOO. In a banking 
system of $100,000,000.000, you would have 
to stretch your imagination a long way to 
say . the effect of that would destroy the 
soundness of a banking system with $100,-
000,000,000 in deposits. 

I think, inevitably. that involved in this is 
the question of branch banki11g; the question 
of State rights. And as you know from my 
past testimony here, my attitude on that has 
always been that the matter should be left 
to the States to determine the kind of bank­
ing system they want; and the thing I have 
always opposed was the extension of branch 
banking over State lines by any direct or 
indirect method. I thinlt also involved in 
this is the question of correspondent banlt 
accounts. All of those things, in my mind, 
go one-two-three. 

We tried to get the F'ederal Reserve not to 
inject this regulation at this time, in the 
midst of a ~ar, when everyone is busy. When 
~hey addressed these ietters to the chairmen 
of the Banking a11d Currency Committees of 
both Houses, which was d~me on August 6, I 
think it was just about the tune everyone was 
struggling with subsidy and aoout the time 
they were getting ready to go a W'cJ.Y on their 
vacation. 

I think, too, the manner in which this 
thing has been handled has put this com­
mittee on the defensive, because my under­
standing, in the beginning, was that they 
would not .do this without first notifying the 
members of this committee and the members 
of the Senate committee . My understanding 
is that they went to Mr. Spence and said they 
would like to h&ve a short hearing in order 
to discuss this rna tter, and then it developed 
into a lengthy hearing here. But the impres­
sion I got from the Federal Reserve Board 
was that this was brought up at the request 
of this committee. I also now understand 
that this hearing was started at the request 
of thi Federal Reserve Board. 

Now this law was enacted in 1933 and 1935. 
It has been on the statute books for a great 
many years. Personally, I think it is very 
unfortunate that we have all had to waste 
our time during a wa1· to discuss a thing of 
this nature. ~here pas been discussed here 

the question of prdduction -cr~dit loans. coop­
erative credit loans, .whether we would be 
better off to do this, or to do that, and dis­
regard this regulation. I do not think two 
wrongs make a right. I feel whatever rights 
the banking system has under this !System 
here, if they have any rights coming to them, 
they should have them. 

I have always rejected and deeply resented 
regulation by legal interpretatklns of admin­
istrative laws, and I think that is what this 
is. and I want to put myself on record as 
being in favor of the Brown bill. And I 
think you men, if you vote this bill out, 
will te making a very, very definite contri­
bution to free enterprise and to the rights 
of management, and you definitely will serve 
the :Qecessit!es of the banking system super­
visors of this country: for they have no right 
to step over the foul line by interpreting 
legislation in an administrative way. with­
out first coming to Congress and letting them 
discuss this thing on its merits. 

In the beginning, they said the thing in­
volved in this was the question of absorption 
of exchange. Later, as you men went on, 
you could see that definitely linked to this 
is the question of par cle~rance . Now for 
25 years they have been trying to get par 
clearance throu~h this committee and 
through the courts; in some way, to force 
par clearance on the banks of this country, 
but neither your com!Dittee nor any other 
committee has ever been willing to do it. 
~ hav,e no objection to comi.ng up here on 
a par clearance bill and meeting it head-on 
if they let 1.1s know what it is; but I do . 
qbject . trying to link that in and getting it 
in some indirect way, and I feel ·very defi­
nitely that is what is involved here. 

In our State bank system, I have always 
been a strong believer in respecting the rights 
of the State supervisors, and I have always 
believed that you cannot regulate to the place 
where you are going to do the thinlcing for 
management; that management must not 
backfire on their responsibility for their op­
erations. And I think it is time wasted on 
this thing here, in comparison to the "amount 
involved, as it is perfectly silly to tallc about 
that being an unsound practice in a banking 
system of $100,000,006,000. I think it bas 
been exaggerated terribly. 

I am not going to take a lot of your time. 
You men know my philosophy as to a sound 
and unsound bankjng system. You men 
have been kind to Federal Deposit Insurance; 
you have been kind to me personally . I 
could go on and elaborate here for hours as 
to why I believe these thing! must be 
stopped, but I want to finish and will answer 
any questions you ask me. I think what is 
involved here is something a whole lot deeper 
than this question of $8,000,000. 

I will be very happy, Mr. Chairman, to 
answer any questions you want to ask me. 

Mr. FoRD. I would like to ask one question. 
Mr. Crowley, I have a tremendous amount of 
respect for your opinion. You have done a 
magnificent job in the F . D. I. C., but you 
would not say that you could not tell a bank 
it would have to cancel a loan that they 
made, would you? 

Mr. CROWLEY. You mean we would tell 
them to cancel a loan? 

Mr. Foan. If you went into their portfolio 
and found their judgment was bad, you 
would not want to be deprived of the right 
of telling.. them that was a bad loan and they 
would have to take it out? 
· Mr. CROWLEY. I think all the right we have 
on that is the right to take such informa­
tion as the bank may be able to give us and, 
if we feel the loan cannot be paid, we would 
simply make a report to the 'board of direc­
tors and suggest that they charge that loan 
off out of their profits. . We do not tell them 
they have to call that loan, or that they 
should not have made that loan; it is Just 
a matter of whether it should be carried M 
a good asset or not. 
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._ Mr. FoED But you · do not want them to 
carry that in the bank's assets? 

Mr. CROWLEY. We do not object; in this 
carry an asset that we feel is lost as a valu­
able asset. But I do not think that has 
anything to do with this thing here. 

Mr. FoRD In my mind I connect the two 
things up in principle. I think if you can 
regulate a bank--

Mr. CROWLEY. We do · not object, in this 
instance of exchange, to going in and sitting 
down with the banlcer Tlho is using this to 
the detriment of his bank and discussing it 
with him and showing him that he should 
not do it to that extent. 

I thinlc this whole question of supervision 
gets back to the respect and the influence 
that you have with your individual banker 
and the board of directors-to coor;erate with 
them. We cannot run the banking system· 
from Washington. 

Mr. FoRD. I do not believe that is the qu3s­
ticn that is involved, Mr. Crowley, but I 
think you have got to have some kind of a 
general regulation to cover this. Now if they 
were going to have to take up each specific 
case-if the Brown bill is ·passed, of cour:;e, 
that lets it out; but, under the present cir­
cumstances,---they have to go in and take up 
every specific case and crack down on that. 
That is what these fellows are objecting to. 
And the ones that are actually using the 
exchange thing as a method of securing 
benefit, or a profit, or a return, while at 
the present time it may only be $8,000,000, 
I can conceive of it being $800,000,000. 

Mr. CROWLEY. No; I do not agree with you 
on that; because I do not think there is any 
danger of it growing to that extent; be­
causa you understand they have had rhat 
practice now for a great many years and, if 
they had wanted to, all of your banks could 
have been in the same category as these 
2,100 little banks. But they did not do it. 

Mr. Fonn. I know, but it was a very im­
portant factor in the days when they paid 

• interest. They paid higher interest than 
they ought to; then they absorbed exchange 
and some of them; even almost installed a 
nursery to try to · get money into their 
tanks. That is what I do not want to bring 
back. 

Mr. CROWLEY. Let me say this. You know 
the things that were passed in your banking 
laws in 1933 and 1935 appeared to be neces­
sary at that time; but many of the reasons 
for some of the legislation that was passed 
back in 1933 and 1935 have been eliminated. 
There is nothing so sacred about not paying 
any interest to a depositor, for his dep::~sits; 
and we do permit interest to be paid on 
time deposits. Of course we regulate them 
and say they cannot pay beyond a ce"rtain 
amount, as a maximum; but 99 percent of 
your banks are already payir. g much less than 
the regulation calls for. What I am getting 
at is that it looked at the time that we put 
that in that perhaps the b!dding for funds 
might have been part of the weakness in cur 
banking system. That was when you could 
send money East and get an exorbitant rate 
of interest. 

Eut there have been regulations passed and 
laws passed a:rd you rave the Securities and 
E:r.cha.nge Commission and the Reserve Board 
that have been given control over that thing. 
It might be well, some time soon, to kind of 
take a look at the bank legislation that we 
passed in 1933 and 1~35. We did that at a 
time when there was a great emergency on 
and maybe we went a l~tle too far on some of 
these regulations, and it may be that we are 
really holding bact some of the credit flow of 
this country, and it is not what it should be 
in some of the small communities, and that 
a lot 6f the restrictions we passed then, be­
cause we were faced with this emergency in 
1923 and 1935, are not necessary now. 'There 
is no reason why we should ·not take ' a look 
at thi!l thing again. 

XC--593 

Mr. FoRD. I agree with you, · but I do not 
like to be chipping away at this and giving 
an advantage to one group and denying it to 
another. 

Mr. CROWLEY. Let us assume we do abuse 
the powers we have in the classifying of 
loans: Because we do that and hav' that 
authority, is there any reason for injecting 
anothEr regulation on top of the banking 
system that we do not need? 

Mr. FoRD. Well, it is a question of opinion 
whether we need it or not. I agree with you 
that probably -:.he entire banlting laws of 1933 
and 1935 ought to get an overhauling; th'clt · 
in view of S. E. C. and all of the other restric­
tive measures we passed, maybe it would be 
a good thing; but l do not bzlieve we are 
going to cure any of this by willy-nilly open­
ing the door. 

Mr. CROWLEY. I do not think you are open­
ing the gates at all. Here are 2,100 little 
banks involved that have been carrying on 
this practice ~or 25 years; the whole thing 
amounts to $8,000,000, and that is the largest 
part of their net income. Now, we are going 
to take that away from them on the theory 
that it represents an unsound contribution 
to the tanking system. It doesn't make 
sense. 

Mr. FoRD. I know, but what are the gross 
deposits in those little banks. That is the 
thing I am worrying about. 

Mr. CROWLEY. About $2,000,000,000 in a sys­
tem of one hundred billion. The deposits 
are so small that again it makes my argu-· 
ment all the stronger; bzcause you cannot 
say they have any great influence for unsound 
operation in your banking system. 

Mr. FoRD. Well a sore throat is not a dan­
gerous thing, but it can go into the flu, 
you know. 

Mr. CROWLEY. But any time they want to 
&dvocate something, all they have to do is to 
talk about "this is unsound" and "that is un­
scund," and you bring up that old bogey 
quzstion. 

Mr. BARRY. Mr. Crowley, in ycur experience 
in the banking business, was the word "ex­
change" ever used to mean "interest"? 

Mr. CROWLEY. No; that never figured. I 
do not think the little banks ever considered, 
or the big banks either, that the absorption 
of exchange was interest on deposits. This 
absorption has been going on .for a long, long 
time, long before your regulations went into 
effect. 

Mr. BARRY. And when this definition of in­
terest was agreed on between the F. D. I. C. 
and the Federal Reserve Board, at that time 
was it contemplated that definition of in­
terest would include exchange? 

Mr. CROWLEY. Back when they first is­
sued their regulation, we did not go along on 
it because we would not agree on the defini· 
tion. They then got it out and that is . the 
time Congressmen and Senators and the 
White House requested them to withdraw 
that regulation. 

Mr. BARRY. So far as you know, this com­
mittee was never faced with the clear issue 
of whether or not exchange shoU:d be defined 
&s interest? 

Mr. CROWLEY. No; and I do not think there 
is anything in the testimony on the Bank Act 
of 1933 or 1935 that indicates that, either. 

Mr. FoRD. Just at that point: Did not we 
have a discussion on that a <'ouple years ago 
and finally decided the best thing to do to 
get rid of it was to permit the Board to de­
termine and say what was and what was not 
"interest"? 

Mr. CROWLEY. No. I do not want to say 
positively, but I do not think it was ever 
officially before this committee since the law 
was enacted, except in an unofficial way at 
the time we agreed to postpone the regula­
tion. 

Mr. RoLPH. R~ght along the line of what 
happened in 1935, Congressman DauGHTON, 
chairman of the Way_& &.nd Means Committee 

of this House, appeared before this committee 
on January 24 and I would like to read the 
first paragraph of his statement: 

"In 1933 when I voted for the Banking Act, 
which contained the provision prohibiting 
banks from paying interest on demanct de­
posits, I had no idea that. 10 years later this 
law would be used to disrupt the chargin;:; 
of exchange by the many hundreds of sma 1 
banks m this county which have engaged in 
this practice for years and are dependent 
upon it as, a chief somce of income. Had 
there been any indie-ati::>n that this provi­
sion would be so misconstrued, I would have 
insisted upon an amendment such as that 
proposed m the pending bill. I d1d not do 
so simp~y because there was nothing in th~ 
language of the pro-vision or the legislative 
record to suggest to me that thP p::>wer to 
regulate interest charges could be stretched 
to include regulation in t~ field of exchange 
charges. So far as I know, that intepreta­
tion was never discussed ·or considered." 

That is Representative DauGHTON, ch3irman 
of the Ways and Means Committee of the 
House of Representatives, who made that 
statement right here before this committee. 

Mr. CROWLEY. Congressman, I thin,k many, 
nany of .the members of this committee at 
that time would have felt the same way. 

Mr. RoLPH. You said in your remarks that 
the discussion in connection with th'> legis­
lation \11ent far afield of just the simple little 
language in the bill, and a great deal of 
stress has been laid on the exp~nses of the 
banks. Many exhibits have been introduczd 
into the record here showing t'.le returns to 
tha bank from t.his exchange, and showing in 
many instances that it is tlle difference be· 
tween profit and Joss. 

Mr. CROWLEY. That is right. 
Mr. RoLPH. Now in addition to this ex· 

change item which, as I see it, means keep· 
ing a good many of the banl{s in the black, 
I under~tand the banks of this country are 
performing a wonderful service to the Gov­
ernment, for which they get no remunera· 
tion at all, that is, in handling the sale of 
bonds. And do not you think it would be 
very unwise to interfere with that marvel­
ous war effort and clamp down on the banks 
at this time, and that to enforce this regu­
lation wou:d be a great disservice to the 
country? 

Mr. CROWLEY. I agree with you. 
Mr. RoLPH. Do not you think so? 
Mr. CROWLEY. I agree with you. 
Mr. RoLPH. As a matter of fact, when I 

was out home during the summer recess, a 
number of bankers spoke to me about the 
£xpenses in connection with all of th3se ~if­
ferent activities of the Government, and I 
want to say, if for no other reason, if those 
banlcs are sound, when they are faced with 
this situation, we should pass this bill out 
unanimously and put a stop to this practice 
of interfering constantly with the manage­
ment of these small banks. 

Mr. BRowN. Many of the banks of the 
Middle West are affected, too. 

Mr. ROLPH. Yes; all over the country. 
Mr. CROWLEY. And that is not only in just 

this particular regulation, but I think if this 
committee brings this bill out it is going to 
have a very wholesome effect en your whole 
banking system and your whole supervisory 
system. I think it is golng to do a lot cf 
good for your State supervisors and their 
rights and interests, as well. 

Mr. RoLPH. I do not know whether you 
realize the tremendous amount of work the 
banks have to do ln handling ration coupons. 
They get a little remuneration from the 
Government, but the expense is five or six 
times what they get out of it.· 

Mr. CROWLEY. That is right; I agree with 
you . . 

Mr. RoLPH. Thank you very much. 
Mr. PATMAN. Mr. Chairman, I want to afk 

a question. Mr. Crowley, I have given tlli~ 
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matter serious thought. On account of your 
interest, and especially Mr. Brown's interest, 
I have been trying to see your viewpoint: I 
have been doing my very best to do it. There 
are some things that bother me along that 
line that I just do not have reconciled and 
do not understand to the extent that I can 
come to your viewpoint right now. Possibly 
you can help me. 

If the banks are spending money in the 
bond drives and in taking, care of"the coupons, 
have expenses that they should not be com­
pelled to absorb, I think the Government 
should stand that expense, but we should 
do it directly . 

Mr. RoLPH. The banks are not complaining; 
the banks are glad to do it, but it is a very 
great expense to them. 

Mr. PATMAN. I say if it is putting too much 
of a burden on th~. the Government should 
pay that cost; bu!" we should do it directly; 
we should not do it in some round-about, 
indirect way that is really a subsidy. 

Mr. KE.AN. But the banks do get a deposit 
when they sell bonds to their customers. 

Mr. PATMAN. Well, the banks are pretty well 
taken care of; they are pretty well provided 
for, and 4.t won't be long before the banks will 
be in a very vulnerable position, when the 
point is reached, as it doubtless will be 
r(>ached, that they will own so many Govern­
ment securties that the interest on · those 
Government securities will amount to as 
much as their entire capital stock is. And 
when they reach that point they are in a very 
vulnerable position, and some fellow might 
get up over here on the floor of the House 
and sny. "Why pay these fellows a billion 
and a half or two billion dollars of interest; 
why not buy them up and buy the stock, 
and save all this interest every year?" And 
the banks are getting in a very vulnerable 
posjtion. They are doing it for a patriotic 
reason, I admit,_ and they are to be com­
mended for the work they are d::>ing. 

Mr. ROLPH. They are doing a fine job. 
Mr. PATMAN. But we cannot give them 

everything, you know. 
Now, I was very much impressed with the 

testimony of the witness from North Caro­
lina, who said he could not invest his reserves 
in Government bonds of any type or charac­
ter, but he could place those reserves with a 
correspondent bank who could, in turn, in­
vest them, and that, by favoring his corre­
spondent bank that way and the correspond­
ent bank profiting by reason of that favor, the 
correspondent bank would absorb certain 
charges for him, the local bank. Now, where 
those reserves cannot be invested by the local· 
bank and can be ·handled in that way, it im­
pressed me as being a very fair and reason­
able thing to let him do that, and I think I 
would be inclined to vote for any bill that 
would permit hlm to do that in a case like 
that. But the point I am getting to is where 
the · bank can invest its reserves-and there 
are many different ways the Treasury has 
provided for it to invest its reserves, not only 
in three-eighths percent, but seven-eighths, 
and also in 2 percent and even 2 'h percent 
bonds, in certain instances-and can get their 
money back instantly, if they need it, I can­
not understand why the correspondent bank 
would accept an account from the local bank 
unless the correspondent banR: in _some way, 
directly or indirectly, made money on that 
account. Can you explain why they would? 

Mr. CROWLEY. Let me say this to you, Mr. 
PATMAN, in answer to that question. As far 
as I am concerned, my principal objection is 
I do not think you can satisfy the rights of 
those 2,100 banks by giving them a lollypop. 

Mr. PATMAN. What do you mean by ''giv­
Ing them a lollypop"? 

Mr. CROWLEY. They very definitely have 
some rights as citizens of this country and 
as managers of this banking system, and 
whether we pay them three-eighths of 1 
percent or 5 percent for their money, I do 
not believe that ordinarily you have any 

justification in taking from them their 
rights as citizens because you are going to 
give them something to pay for that right. 

Mr. PATMAN. Yes; but, Mr.< Crowley. all the 
banlts asked us to pass that law to make it 
unlawful for interest to be paid on demand 
deposits; the banks themselves asked for 
that type of interference. 

Mr. CROWLEY. I thinlt we are getting in­
volved in what they do with their funds and 
what the correspondent banks do with their 
funds; I think we are getting involved in 
something other than what is before us in 
'th;s bill. 

Mr. PATMAN. I do not think so. Let me 
make it a little plainer. Here is a bank in 
Texarkana, Tex., my home town. That bank 
can send its funds, we will say, to a Dallas 
bank or to a St. Louis bank; tate its reserves 
and not invest them in Government bonds 
but send them to St. Louis, we will say. 
Now do you think that St. Louis bank 
would expect to make a little profit out of 
that; otherwise, they would not absorb the 
exchange charges for the Texarkana bank? 

Mr. CROWLEY. I think that any bank, when 
it accepts a deposit from you, or when any 
man sells you something they expect to 
make a profit out of you. And I have some 
evidence to show that on your service 
charges, they figure your balances and things 
like that in determining your service charge. 
Yet we are not in here telling the banking 
system: "You cannot make a service charge; 
you cannot do this; you cannot do that ." 

Mr. PATMAN. But that is not answering 
my question. Suppose we confine it to just 
that one case, if you please. That is a rea­
sonable illustration , one that is likely to 
occur any place in this country. Do not you 
think the correspondent bank would expect 
to make a profit out of that account, or it 
would not carry it? 

Mr. CROWLEY. I assume that any man in 
business. in any of his operations, wants it 
to be profitable. 

Mr . PATMAN. Yes, sir; and if you were a 
correspondent bank, you would not take an 
account unle~s you c~uld make a little 
money out of it, would you? 

Mr. CROWLEY. I think in every business 
there are certain things which are done and 
where you cannot say every move is prof­
itable. 

Mr. PATMAN. That is not the question, 
though, Mr. Crowley; you have not answered 
my question. With all due respec~ to you, 
you have not answered my question. I ask 
you this question: Will the correspondent 
bank handle the account for this local bank 
unless the correspondent bank normal(y ex­
pect s to make a profit? 

Mr. CROVI!LEY. I think that all depends on 
how keen the competition is. I have seen 
many times when business was willing to do 
a lot of things for good will and things like 
that. 

Mr. PATMAN. But that is an exceptional 
case. I am talking about normally. Will 
a correspondent bank take an account of a 
local bank and handle it in the way that has 
been described here, unless the correspond­
ent bank can make a profit out of it? You 
would not do it, would you, as a normal, gen­
eral, rule; as a normal procedure and a gen­
eral rule, you would not do it, would you? 

Mr. CROWLEY. I presume a man in business 
would naturally try to operate all of his de­
partments at a profit. 

Mr. PATMAN. Well, am I assuming correctly 
in ·saying your answer to it is "Yes," that 
they would normally expect to malte a profit? 

Mr. CROWLEY. Yes; but I want to add this 
to my answer. I do not think that is in­
volved in this question; whether a corre­
spondent bank is operating at a profit or a 
loss, I do not think, has anything to do with 
this bill before us. 

Mr. PATMAN. Well, I am all haywire on this 
bill before us. Now, then, if that bank in 
Texarkana sends an acco'!Jllt to St. Louis and 

lets the correspondent bank make a · profit­
and naturally they are going to make a profit, 
or they would not take the account-why 
would it not be better to keep that money 
right there in Texarkana and invest it in 
Government securities which. if the money 
was needed, they could get baclt on a mo­
ment's notice, almost, and just as easy as 
they could get it from St. Louis, and make 
as much or more profit? Now you tell me 
why that would not help the Texarkana 
bank, and that will help me in passing on 
this thing. 

Mr. CROWLEY. I do not set myself up as an 
authority to tell the fellow in Texarkana, or 
wherever he may be, what he ought t.o do 
with his funds. If he wants to put them in a 
correspondent bank, in place of buying Gov­
ernment securities, or wants to invest them 
'in any other way, that is the responsibility, 
in my opinion, of management. 

Mr. PATMAN. But you are in favor of local 
_ management and local control? 

Mr. CROWLEY. I am in favor of local man­
agement and local control. 

Mr. PATMAN. That being true, you are in 
favor of keeping local funds at home. 

Now. do not you know, if this money is 
sent to St. Louis, there will be less incentive 
for the Texarkana bank to make loans in 
Texarkana? 

Mr. CROWLEY. No; I do not agree with that. 
That money, even if it is sent to St. Louis, to 
'the correspondent bank, still would be avail­
able if they could get any loans in their own 
district. 

Mr. PATMAN. But if they are required · to 
keep a certain balance in St. Louis, that woul.i 
stop them from making loans in Texarkana. 
. Mr. CROWLEY. With the liquidity of those 
banks, by investing in Government securities 
and things like that, it would be a Ion~:;, long 
time before they would draw their balances 
down so that they could not loan money in 
the local communities. 

Mr. PATMAN. But is it not a fact, Mr. Crow­
ley, that the local bank, as a general rule, 
can get more profit by investing its own 
funds, as now provided by law, than lt would 
if it were to send those funds to a corre­
spondent bank? 

Mr. CROWLEY. I am going on the theory 
that all local banks have a very definite re­
sponsibility to take care of the needs in their 
local communities and the more funds they 
can employ in their local communities the 
more profitable it is and the more the con­
tribution they are making to their local 
community. 

Mr. PATMAN. That being true, would it not 
be better to keep those funds right there tn 
that locality? 

Mr. CROWLEY. I do not know what you 
mean by "that locality." They have to have 
some correspondent accounts. 

Mr. PATMAN. Evidently they must have 
them, unquestionably; but I am talking about 
generally having the major part of their re-· 
serves in those accounts. I am not con­
vinced; ·in fact, the way it looks from here, 
from the testimony I have heard, the corre­
spondent bank would be better off if it in­
vested the money itself. And this question· 
of interference does not appPal to me at all, 
because the banks have asked fer too mu(!h 
interference from the Government to com­
plain about that. 

Mr. CROWLEY. Wait a minute. What kind 
of interference have they asked for? I have 
not seen any interference which the little 
fellow comes for here that helped him very 
much. • 

Mr. PATMAN. Well, you take those demand 
deposits: The little bank asked for that, and 
the American Bankers Association. And, by 
the way, how do the American Bankers As· 
sociation stand on this bill; do you know? 

Mr. DILWEG. Right at that point, a number 
of bankers testified here that they did not 
ask that interest be removed on demand de­
posits, but subsequently thought that ~on-
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gress showed ·proper statesmanship when 
they put that law into effect. 

Mr. PATMAN. Well, they did not protest. 
Mr. DILWEG. That is the testimony. 
Mr. PATMAN. Let me ask this: Do they plan 

coming here-the American Bankers Asso­
ciation? I have not heard from them in this 
hearing at all. I presume they wilJ come for­
ward and express themselves. This involves 
all banks, anct naturally they ought tp have 

· something to say, and I look forward to hear­
ing what recommendations they have to 
make. 

Mr. CROWLEY. Let me say right there I 
won't have a friend left around Washington 
at all, when I get through testifying on this 
bill. It is a strange situation for a bureau­
crat to come up here before this committee 
and be arguing about "regulation." As a 
rule, as we are up here arguing for more power,. 
and I am trying to preserve for the small 
banks of this Nation the right to determine 
their own destiny, that they may have some 
elbow room to run their own institutions, 
V/e are the fellows who insure these banks; . 
if something happens to the banks, we are 
the ones who are . going to pay their losses. 
And let me say this to you: Deposit Insur­
ance will never suffer enough loss in dollars. 
and cents in these banks to be particularly 
hazardous to the financial position of Fed­
eral Deposit Insurance. In my ~judgment, 
Congressman PATMANJ the very b13.ckbone of 
your whole small-business ~tructure 111 this 
country is your small bapk. Now_ you ask 
me where the A. B. A. stands on this thing 
here .' I have a statement that the present 
president made at the time deposit. insurance 
was tieing talked of, where I think he said 
it would create socialism if deposit insur­
ance was put into law. Now the A. B. A. are 
all good friends of mine, but they use the 
little fellow to contact you Congressmen 
every time there is any legislation up, and 
the big fellow stands back and lets the little 
fellow become the front. . 

Mr. PATMAN. I am asking if th.at is the 
reason the A. B. A. won't be here? . 
· Mr. CROWLEY. The big banks are all silent. 

at this time; but, in reality, they are giving 
th!s bill the "foot" all the time. It is un­
fair. The only thing I have ever seen that· 
they openly stood for is a late fall and an· 
eatly spring. That is the oBly thing I think 
they will pr.sitively stand for. 

Mr. PATMAN. And you do not think they 
wm be up here to testify before the bill is 
brought out? 

Mr. CROWLEY. I do not care where they 
stand on it, because I think it would be a 
vacillating thing no matter what they stood 
for. 

Mr. PATMAN. There is another thing I hope 
you will help me out on. 

Mr. CaoWLEY. First, may I read his state­
ment? 

Mr. BROWN. I want to call attention to the 
fact that Mr. Drawdy, of the .Georgia Rail­
road Bank ·& Trust Co., testified they were the 
correspondent for about 80 banks, and it is 

That was the statement of the present 
chairman of the A. B. A. against F'ederal 
Deposit Insurance. 

Mr. PATMAN. While we were considering 
Federal Deposit Insurance? 

Mr. CROWLEY. That is right. 
Mr. PATMAN. Of course, I am opposed to 

their views on that; I am hi favor of your 
views on that. Now .• you are in favor of in­
vesting reserves locally, are you not? 

Mr. CROWLEY. May I just answer you in 
this way? · 

Mr. PATMAN. Yes. 
· Mr. CROWLEY. We had an old fellow baclt 

home when Judge Kaiser was running for 
the United States Senate and he said to 
James McCormack, who was his coachman, 
he said, "James, are you going to vote for 
me tomorrow?" James said, "Mr. Kaiser, I 
cannot vote for you tomorrow, but I will do 
all I can for you." You are doing that for 
me, too. . 

Mr. PATMAN. Well, I fail to see · the light 
and you do not help me when you fail to 
give a satisfactory answer as to why the local 
bank has to send its money away from home, 
when it would do better if it kept it at home. 
· Mr. CROWLEY. I did riot say they would do 
better by sending it away from home. I 
want them to employ as much of their funds 
as they can at home, and I want them all' 
to do that, too. · 

Mr. PATMAN. Now here is the point: Why is 
it th~t these banlrs will be in swch a · des­
perate situation in the event par clearance 
is required of them, or we pass this law, 
or not pass it, while. a number of other . banks 
of the same size, some of them operating in 
the same communities, across the street, are 
fairin :-- all right? Why is that? 

M.r. CROWLEY. Let me answer that in this 
way: When I first came up here in Decem­
ber, my understanding was par clearance 
never was thought about in connection with 
this at all . That was fur'bhest from the 
thought of the Federal Reserve Board. We 
were talking about this regulation. 

Mr. PATMAN. Please do not accept anything 
I say as representing the Federal Reserve 
Board, because of all people l. do not repre­
sent, I do not represent the Federal Reserve 
Board. 

Mr. CROWLEY. There was no statement at 
all that par clearance was tied into this thing 
all of this maneuvering. Now the thing 
here, and that was the indirect reason for 
I said in December, and say now, is if you 
are going to talk about "par clearance," put 
a bill in and .let us have it right out, and 
not do it in some lndirect method. 

. Mr. PATMAN. Would you favor such a bill? 
Mr. CROWLEY. Put the bill in and see. 
Mr. PATMAN. Would you favor it, or oppose 

it? 
Mr. CROWLEY. I would like to look into 

it first. 
Mr. PATMAN. Well, you ought to have a very 

definite conviction on that, Mr. Crowley-a 
man with your experience and knowledge. 
You would not like to say now, whether you 
would favor such a bill? 

a matter of fact if they did not absorb ex­
change and collection charges that they could 
probably make more money; but they tJad the 
good will of these people and 1{be intere!jt .of 
these localities at heart for 75 or 100 years. 

·He wrote me a letter later and also testified ' 

l\1:r. CROWLEY. I have always been a very 
1 strong State rights man and have always 

been very strong for State systems. 

to that fact, that probably they would make 
more money if they did not absorb exchange 
and collection. 

Mr. CROWLEY. This is the statement Mr. 
Wiggins made on the Banking Act of 1932. 
The question was asked Mr. Wiggins and he 
said: . 

"If you are willing to precipitate an­
other--

"The JHAIRMAN. Ob, no; do :r1ot say another 
one. Do not talk about precipitating a panic 
when cotton is 5 cents a pound. 

"Mr. WIGGINS. I am not talking about a 
panic; I am talking about something else. 
If yoti are Willing to precipitate another series 
of failutes, pass t.be law." 

Mr. PATMAN. But you really have not an-
swered my question: 

Mr. CROWLEY. That bill is not before us. 
Mr. PATMAN. But this question is before us. 
Mr. CROWLEY. Where do you think I would 

be? . 
Mr. PATMAN. But you have not answered 

my question; that is, why these banks that 
you are talking 'for· now will be in such a 
desperately serious situation in the event 
this bill does not ·pass, when other banks of 
the same size, of the same capital, the same 
deposits, operating in the same town, across 
on the other side of the same street, are fair­
ing all right. Now you just tell me that~ and 
that will help me a lot. · 

Mr. CROWLEY. Let me say this to you first, 
as far as that is concerned: You might be 
able to get along pretty well on $12 a week; 
I might not be able to get along quite so 
well. But the thing I object to is why do we 
have to have a regulation at all, why not 
leave this to the baBking system that they 
might police themselves, and why are we 
going way down to the bottom of the barrel 
to find some little bit of a reason for passing 
this stricture on the banking system? Let 
us a~sume they could li?e without it; do we 
want to cut them down to just a mere 
existence, because we have a right to do it? 

Mr. PATMAN. But, Mr. Crowley, the prin­
cipal argument made for this bill is that, 
unless it passes, these ban'ks, most of them, 
will have to close, forcing a change in the 
branch-banki!fg system; that they just can­
not make money. And I cannot understand 
why they cannot operate, when their com­
petitors across the street, with the same 
capital, with the same deposits, ~ith the 
same ·of everything else, can go aliead and 
mak~ money. I just cannot understand it, 
Mr. Crowley. · 

Mr. CROWLEY. That is true in life, all the 
way through. You and I have the same heart 
and the same lungs, and everything else; but 
one might not be as strong as the other. 

Mr. PATMAN. But here are 2,500 cases. 
Mr. BARnY. If they are both getting along 

all right, the par and the nonpar, why disturb 
that situation? · 

Mr. PATMAN. I will leave that, because I 
assume no fair answer can be given; but I 
will ask you another question, Mr. Crowley. · 
Why does it happen, as in the State of Iowa, 
that they passed a State law out there 
against this? They have par clearance out 
there, and your little banks get along all 
right out there; do they not? And, even if· 
they were to pass this law, it would not apply 
to Iowa. 

Mr. CROWLEY. Let me say there was an 
awful lot of banking legislation passed in 
the days when we were all sweating and 
worrying about the banking system of this 
country. I have been active in State legisla­
tion and I don't think the little banks of 
Iowa ever went up to their legislators and 
begged for the enactment of that law. That 
is just another one of those things which 
happen m -our form · of government. But if 
you leave a· group of State congressmen and 
State senators alone, they will review it in 
time and straighten it out; and I think Iowa 

' will straighten itself out eventually, too. 
Mr. PATMAN. You think they will repeal 

this law? 
Mr. CROWLEY. I would .not be surprised . 
Mr. BROWN. But this bill would not affect 

Iowa. 
Mr. PATMAN. No; it would remain just 

as it is. · 
Now, Mr. Crowley, I would like to vote 

for a bill here, if it would freeze the situa­
tion as· it is, where · it could expand and 
there be no competition between the banks. 
I would be inclined to vote for that. I 
would like to see the bill first, like you 
would like to see t~e bi~l about par clear­
ance. 

Mr. CROWLEY. This' is not a freezing thing, 
and that would not be a satisfactory solu­
tion of this problem. You don't have any 
right to freeze my rights on a thing like 
this. 

Mr. PATMAN. Mr. Crowley, of all the people 
who cannot complain with good grace about 
interference in the banking system, there 
is one bureau all the bankers favor, the 

..Bureau of Engraving and Printing, and no­
. body hears them say aJ?.ything bad about 

that. 
Mr. CROWLEY. Oh, no. 
Mr. PATMAN. And they have gotten very 

good legislation from · the Congress. 
Mr. CROWLEY. Very favorable. 
Mr. PATMAN. And it would come with poor 

grace fcir them to complain about a little 
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legislation, or a small amount of interfer­
ence, to prevent the expansion of a bad 
policy in the banking fraternity. 

Mr. CROWLEY. What I mean is that I don't 
think a freezing, Congressman, meets this 
thing head on. I really think this practice 
1s not something growing by leaps and bounds. 
As a matter of fact, I think it has diminished 
more than it has grown. It has not grown 
to any great extent. So why should we want 
to go to the expe~se of putting a freeze on, 
when there is no great growth in the prac­
tice? 

Mr. PATMAN. Suppose a case would come to 
you, as Chairman of the Federal Deposit In­
surance Corporation's Board, exactly like the 
case which came' to the Federal Reserve 
Board, how would you have passed on that? 

Mr. CRowLEY. In the first place, I don't 
think I would have made the in""erpreta­
tion they made in the first instance. In 
Federal Deposit Insurance, we have never 
come up he!'e since 1935 and asked for any 
amendm~nt to our law, have we? 

Mr. PATMAN. I don't recall any, but · you 
had a pretty good law to start off with, did 
you not? 

Mr. CROWLEY. Yes; but, like all these fel­
lows downtown, we could have been run­
ning liP here if we wanted more power. 

Mr. PATMAN. You are not lacking, in power, 
are you, Mr. Crowley? 

Mr. CROWLEY. Oh, we could use some more. 
Mr. PATMAN. But you have ample power, 

have you not? 
Mr. CROWLEY. I think the success of Deposit 

Insurance has been in the cooperation with 
the State commissioners and in working 
with the Federal agencies, plus the fact that 
where we had a problem, in most instances 
we have been able to work it out with the 
individual bank. · 

Mr. PATMAN. Another thing that bothers 
me on this thing, Mr Crowley, ·fs the argu­
ment made that it is invalid, illegal, this 
order. I cannot understand why a bank 
did not go into court and contest it. I have 
been in little towns and I know the smaller 
the town the smaller the lawyer's fee; and in 
every town and with every bank you can al­
ways get a case brought into court, and at a 
price that is not prohibitive. I just cannot 
understand why somebody did not contest 
this thing in the courts, where an interpre­
tation could be made by courts. 

Mr. CROWLEY. I think you pretty well know 
the fear the average citizen has about com­
ing to Washington or getting into the Fed­
eral courts. I was 30 years old before I knew 
they gave us anything but an income tax. 

Mr:. PATMAN. You don't insist that they 
would .have come to'Washington, do you? 

Mr. CROWLEY. Congressman, you don't 
want legislation that is going to force a lot 
of little fellows into the courts to try out 
the legality. 

Mr. PATMAN. All right; Llt us start on an­
other approach. What about decl.aratory 
judgments? Why haven't you gone into 
court and gotten a declaratory Judgm'ent? 

Mr. CROWLEY. Wait a minute. · You have 
gotten me on the other side. I am a part 
of the Government here. 

Mr. PATMAN. All right. 
Mr. CROWLEY. You have me up here in the 

position of one of the little bankers. 
Mr. PATMAN. Well, there are about 5,000 o! 

the banks not members of the Federal Re­
serve System, are there not? Just between 
4,500 and 5,000? 

Mr. CROWLEY. Somewhere around that. 
Mr. PATMAN. And about half of them are 

affected by this t>m? 
Mr. CROWLEY. Yes. 
Mr. PATMAN. And · the other half are not. 
Mr. CROWLEY. We want the other half on 

something we can find a regulation on. 
Mr. PATMAN. Why doesn't your counsel 

join the counsel of the Federal Reserve 
Board in asking the Attorney General to 
get a declaratory judgment? That would 
not involve the prestige or the standing or 

th.e public relations of any bank in- ·th~ 
country. That would be right here in Wash­
ington, and you could just go in the court 
here and ask the court to gi've you a declara­
tory judgment. Would, you be willing to dO 
that? 

Mr. CROWLEY. No; I think this connn.ittee 
either ought to vote this bill out or vote 
it down. As far as I am concerned, Uon­
gressman, I think I have fulfilled my pUblic 
responsibility when I have made my views 
known on this thing here. You have had a 
notice of this thing, and if the committee 
feels they want to turn this bill down, then 
they have to take the responsibility for it; 
and, as far as I am concerned, I am not 
going to the Attorney General or play 
around with the thing any more. I am go­
ing to make my position publicly known, 
and that is all there is to it. 

Mr. PATMAN. I have asked for information 
in two instances, which has not up until now 
been furnished. As to one of those, I just 
made the request yesterday and, of course, . 
I have not had an opportunity to get it, even 
if it has been prepared. One is as to the 
banks involved in this, about 2,600, I believe. 
I wanted a statement about the J>ize of the 
banks, and a break-down as to each bank. 
I wonder if that is available. 

Mr. CROWLEY. We will get it for you. 
Mr. PATMAN. Is it available now? 
Mr. THOMPSON. We have been preparing 

that. I have some of the material now, and 
we hope to get it to the committee this week. 

Mr. PATMAN. This week? 
Mr. THOMPSON. Yes, sir. 
Mr. PATMAN. This is now Wednesday. 
Mr. THOMPSON. Yes, sir. 
Mr. PATMAN. And the other? 
Mr. CROWLEY (to Mr. Thompson). Wait a 

minute. You want to get it .so that if they 
are going to vote on this bill, they won't hold 
up on account. of this. 

Mr. THOMPSON. I l!ave two tables here now, 
showing the earnings and the distribution of 
assets. 

Mr. PATMAN. Have you broken it down as to 
each bank, or just in classes and groups? 

Mr. THOMPSON. No, sir. By arrangement 
with the Federal Reserve, it was decided we 
would answer both sides of your request. 

Mr. PATMAN. That iS fair. 
Mr. THOMPSON. That is, prepare the data 

for the par and the nonpar banks, grouping 
them by size. 

Mr. PATMAN. And are you working with 
them on this? 

Mr. THoMPSON. The Federal Reserve has 
left it to us to get up the data because we 
have it in our files, and we have not had time 
to turn it over to the Federal Reserve. 

Mr. PATMAN. Then it will be a joint prepa­
ration agreed upon by both of you? 

Mr. THOMPSON. No, sir. We will submit 
the tables and the data to the committee, 
and the Federal Reserve will also have an 
opportunity to look at it. 

You know, the uses of statistics are rather 
strange, and you can pick people of the 
utmost probity and good will and technical 
skill and give them the same data, and they 
will come out with different conclusions. 

Mr. PATMAN. I think everyone on this com­
mittee realizes that. 

Mr. THOMPSoN. So we would not think of 
introducing this material as coming jointly 
from the Federal Reserve and ourselves, until 
the Federal Reserve has had an opportunity 
thoroughly to go over it. 

Mr. PATMAN. I certainly don't want you to 
understand me as saying I want you to do 
it without their approval. Of course, if. they 
approve it that is all right. 

(The tables referred to may be -found in 
the appendix to this volume, pp. 720 to 736.) 

Mr. PATMAN. Then the other request was 
about the chain banks in this group, and the 
holding-company banks. One thing that 
appealed to me at the very beginning, 1Mr. 
Crowley, was that 1! ~e did pass this bill, 

it would 'render unnecessary the establishing 
of branch banks and holding-company banks 
in a lot of these communities where these 
banks would be squeezed out. That appealed 
to me very much. But I was very much dis­
turbed when the first witness coming on here 
was a holding-company man, who owned a 
lot of banks down in North Carolina; and 
it was the same thing as to other witnesses. 

Do you have that information? 
Mr. THOMPSON. The Federal Reserve has 

prepared information on the holding-com-; 
pany banks, and we have prepared infonna­
tion on the branch banks, of which there 
are about 195. 

Mr. PATMAN. In this group? 
Mr. THOMPSON. Out of this group of 2,100 

to 2,4{}0 nonpar banks. 
Mr. PATMAN. There are about 195 of them 

which are branch banks. 
Mr. THOMPSON. Yes, sir. 
Mr. PATMAN. And how many of them will 

be holding-company banks? 
Mr. THoMPsoN. The Federal Reserve is pre­

paring that. 
Mr. PATMAN. You have no estimate on that? 
Mr. THOMPSON. No, sir . . 

· (The statement on branch banks referred 
to follows:) 
Insured . State nonpar banks operating 

branches, June 30, 1942 

Arkansas------------------------------ 8 
<Jeorgia------------------------------- 2 
I~wa---------------------------------- 17 
Kentucky-------------'---------------- 1 
Louisiana----------------------------- 18 
Mississippi ----------~----------------- 21 
North Carolina________________________ 35 
North Dakota_________________________ 15 
South Carolina________________________ 3 
South Dakota_________________________ 2Q 
Tennessee_____________________________ 11 
Virginia- --------------------------~--- 7 
Wisconsin--------------------------~-- 37 

Total---------------------------- 195 
Source: Division of Research and St atistics, 

Federal Deposit Insurance Corporation. 
Mr. RoLPH. Did I understand the gentle­

man to say he is making this analysis accord­
ing to each individu~l bank? 

Mr. THOMPSON. No, sir; we took them and 
grouped them by size, because a difference in 
size affects the figures quite materially. 

Mr. BARRY. Mr. Crdwley, referring to Mr. 
Patman's _question about going into court, 
this ruling was not actually in force until · 
just recently, December, was it? 

Mr. CROWLEY. That is right. 
Mr. BARRY. And it is obvious to you, and I 

think to most members of this committee, 
that when the act was passed to prohibit the 
payment of interest on demand deposits, Con­
gress never intended that exchange would be 
interest? 

Mr. CROWLEY. I think that is correct. 
Mr. BARRY. So why should we sit back and 

compel the small bankers to go into court 
to have the courts decide what Congress was 
thinking of at the time, when we know our­
selves we never considered the problem? 

Mr. CROWLEY. I agree with you. 
Mr. BAlmY. We are faced with the issue for . 

the first time, directly, now. 
Mr. CROWLEY. That is right. 
Mr. DILWEG. Not only that, but there is the. 

question of the burden of proof; when the 
small banker goes before the Board, he as­
sumes the burden of proof. 

Mr. BARRY. The examiner, in effect. tells the 
banker that he is guilty, and then the Board 
puts the burden of proof upon the banker to 
prove that he is innocent. 

Mr. CROWLEY. That is right. 
Mr. BARRY. So that the banker s.till must 

be the moving party. 
Mr. PATMAN. My contention is that if the 

local bank should go into the local court, 
that would place the burden upon the Fed-
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eral Reserve Board to sustain their action. 
Don't you agree to that, Mr. Crowley? 

Mr. CROWLEY. But it would not work out 
in that way, in a practical sense, as far as 
the little fellow is concerned. The reason he 
1s little is because he does not have the ini­
tiative and driYe, or the money or anything 
else, to protect himself. . 

Mr. PATMAN. I am suggesting a way .where­
by there is no law violation and no prestige 
involved and no public relations involved. 
Mr. Crowley and Mr. Ransom can agree that 
their a t t orneys will go into court right here 
and ask the Attorney General to get a declar­
atory judgment. 

Mr. CROWLEY. Congressman, I don't think 
on this thing here, Ronald Ransom and I 
could agree where to have lunch. [Laugh­
ter.] 

Mr. PATMAN. Well, your lawyers would not 
have any personal feeling like that, and they 
could agree as to that declaratory judgment; 
they could ask the Attorney General to go 
into court and ask . for a declaratory judg­
ment. You can take it from me as being 
correct. 

Mr. BARRY. Mr. Crowley, I know you are not 
a lawyer,· but this language is rather clear. 
In June of 1934 there was a ruling of the 
Fed-eral Reserve Board reading as follows: 

"In conclusion it should be noted that, in 
any case in which a member bank pays or 
absorbs exchange or collection charges or 
other expenses in connection with any de­
posit payable on demand, the burden will 
be upon it to show that such payment or 
absorption of charges is not a device to evade 
the provisions of section 19 of the Federal 
Reserve Act forbidding the payment of in­
terest on deposits payable on demand." 

Mr. DILWEG. That is e:lfactly my point when 
I say that the little banker, when he goes 
before the Federal Reserve Board, has to 
assume the burden of proof. 

Mr. PATMAN. You are not talking about 
the same thing I am. I am talking about 
going before the court. 

Mr. BARRY. First, there must be a hearing, 
to start with. 

The CHAIRMAN. Mr. Crowley, these regula­
tions don't rule against the little bank at all, 
do they? But they rule against the bank that 
absorbs the exchange, do they not? 

Mr. CROWLEY. But it affects the little bank. 
The CHAIRMAN. And the real party at inter­

est is not a party to the litigation at all. Is 
that not true? The little bank, whose ex­
change and collection charges are absorbed, 
would not be a party. It goes against the 
bank absorbing the exchange. It is still legal 
to make charges for exchange and collection 
charges, and it seems to me the real party at 
interest would not be before the court. 

Mr. BARRY. That is right. 
Mr. PATMAN. And that is why a declaratory 

judgment would be the most effective ap­
proach. 

Mr. MoNRONEY. I don "t think you can get 
a declarat~·y judgment. 

Mr. PATMAN. Let us ask the Attorney Gen­
eral. 

The CHAIRMAN. Mr. Crowley, have you com­
plet ed your statement? 

Mr. CROWLEY. Yes; sure. 
Mr. CRAWFORD. Mr. Chairman, I would like 

to ask Mr. Crowley a few questions. 
Mr. Crowley, in the January 1931 issue' of 

the American Banker, which you have prob­
ably seen, they show a very interesting state­
ment of deposits and certain other figures 
of the 300 largest banks in the country. 
Then on page 2 of that issue they show an 
estimate of deposits of all banks as of De­
cember 31, 1943, $120,000,000,000. 

I was wondering if your December 31, 1943, 
figures have gone far enough to permit you 
to give us an estimate, as rough as you want 
to make it, of the total deposits of all banks 
as of December 31, 1943, as to demand and 

time deposits, and the amount of deposits in 
the nonmember banks which you insure. 

Have you any fi~ures on that? 
Mr. THOMPSON. We are not able to do that. 

We just have some very rough estimates of 
all commercial banks. 

Mr. CRAWFORD. So, then, as of June 30, 
1943, would be the latest figures we c_ould get 
from you? 

Mr. THOMPSON. Yes, sir. 
Mr. CRAWFORD. Showing the break-down on 

those deposits? 
Mr. THOMPSON. Yes, sir. 
Mr. CRAWFORD. In your 1941 annual report, 

on page 70, you show table 34, number of 
accounts and average si~;e, in insu red com- · 
mercia! banks, special call dates, 1936 to 1941. 
And as of Sept ember 24, 1941, your report 
shows a total of 66,918,000 accounts. That 
is the latest published figure on that item; 
is it not? 

Mr. THOMPSON. Yes, sir. 
Mr. CRAWFORD. Would it be reasonable to 

assume that that figure, ln the aggregate, is 
considerably greater today than it was at that 
date? 

Mr. CROWLEY. I would think it would be 
fair to assume it has increased. 

Mr. CRAWFORD. Would you mind explaining 
to the committee, as briefly as you like, the 
rough make-up of that figure? In other 
words, that does not mean 66,918,000 individ­
ual depositors; does it? 

Mr. THOMPSON. No, sir. That is supposed 
to be a: count of the individual accounts as 
they exist; so that if you have an account in 
your own name, if you had a joint account in 
your wife's name, and your wife bad an indi­
vidual account-that is, checking accounts­
and you each had savings accounts in those 
same three names, that would be six 
accounts. 

If you were a business concern and had 
accounts in 100 banks, that would be 100 
accounts. If you were dealing with a branch 
bank and are' a widespread concern and had 
an account in every branch, say, of the Bank 
of America, that would be four-hundred­
and-some-odd accounts. 

Mr. CRAWFORD. You have not made any 
studies at all showing the number of indi­
vidual accounts; have you? 

Mr. THOMPSON. We have made some esti­
mates. We have gone into individual banks 
and studied that. I believe the figure is that 
this overstates the individual accounts by 
about 10 percent, In each individual bank, -on 
the average. But that does not take into 
account the multiplication through the sys­
tem by national accounts. 

Mr. CRAWFORD. Then we probably would 
not have more than 65,000,000 depositors? 

Mr. THOMPSON. Oh, I would say you have 
less than 50,000,000. 

Mr. CRAWFORD. Less than 50,000,000? 
Mr. THOMPSON. Yes; for the country as a 

whole, eliminating all duplications through 
the banking syst&m. 

Mr. CRAWFORD. In your 1941 annual report, 
Mr. Crowley, you show the board of directors 
of the Federal Deposit Insurance Corpora­
tion, yourself as Chairman, Phillips L. Golds­
borough as Director, and Preston Delano, 
Comptroller of the Currency, as Director. 

Mr. CROWLEY. That is correct. 
Mr. CRAWFORD. That constitutes the present 

board of directors of the F. D. I. C.? 
Mr. CROWLEY. That is right. 
Mr. CRAWFORD. I would like to know per­

sonally if you are in a position to say whether 
or not your views, as expressed h "re this 
morning, are agreed to by the other directors, 
or are these strictly your personal views? 

Mr. CROWLEY. I presume, Congressman, be­
ing the kind of an individual I am, that a 
large part of it is my own view. Insofar as 
Senator Goldsborough is concerned, Senator 
Goldsborough is a former Governo: of Mary­
land, who served in the United States Senate, 
and be has been associated with me full 

time. Senator Goldsborough, I am sure, sub­
scribes to my theory. 

Insofar as Mr. Delano is concerned, I think 
that the letter of the Treasury indicates Mr. 
Delano's feelings in the matter. 

Mr. CRAWFORD. And when we refer to the 
letter of the Treasury, I assume it is the one 
dat ed January 29, 1944, which rea~. in part: 

"DEAR MR. SPENCE: This will acknowledge · 
receipt of the letter of January 17 from your 
committ ee asking for the views of the Comp­
troller of the Currency and the Treasury De­
partment on H. R. 3956. 

"The· statutory prohibition against pay­
ment of interest on demand deposit s is q.. 
wise provision. To exempt from that pro­
hibition the payment of interest when in 
the form of absorption of exchange charges, 
as proposed in this bill, would intensify the 
abuses which have developed in overcompe­
tition for correspondent bank balances. It 
would, moreover, further discriminate against 
small national banks which, under the law, 
as compulsory members of the Federal Re­
serve System are prohibited frOhl ma.;,:ing 
such charges on the great majority of their 
checks which are cleared through the Fed­
e;ral Reserve banks. Legislative approval of 
exchange absorption, such as contained in 
this measure, is not, therefore, in the interest 
of sound banking. 

"It- is our opinion that the bill should n-ot 
be enacted." 

Mr. BROWN. Who signed that letter? 
Mr. CRAWFORD. It is signed by D. W. Bell, 

Acting Secretary of the Treasury. 
From your statement this morning, I as­

sume you do personally disagree with that 
general approach I have just read? 
· Mr. CROWLEY. Let me say this to you, that 
the Comptroller of the Currency is the po­
liceman for the national-banking system. 
He represents his own national system. The 
S tate bank supervisors represent the State 
system. This does not affect the national­
banking system, because, under law, very 
definitely they have certain practices they 
cannot do, that some of the State banks do 
enjoy. I have always been opposed to the 
national-banking system writing the code 
and then saying to the State banking sys­
tem "If you fellows are going to survive, you 
have to take our code." 

Mr. MoNRONEY. They are all members of 
the Federal Reserve System, are they not, 
so that their viewpoint would be the view­
point of the Federal Reserve System? 

Mr. CROWLEY. Yes. 
Mr. CRAWFORD. There is quite a bit said in 

the discussions on this general subject, from 
December 10 to 20, inclusive; and there bas 
been more or less said during the last few 
days about-this squeeze play. I want to ask 
you this question: In view of the docu­
mented record which shows the great 
amount of attention given this question, 
presented by H. R. 3956, and from Decem­
ber 22, 1933, when this question was first 
raised, up to January 1944, do you feel that 
the contention can be supported that there 
was a squeeze play on the part of the Board 
of Governors of the Federal Reserve System, 
following the passing of our late, loved, and 
distinguished chairman, Mr. Steagall? 

In other words, it seems to me that it is 
a part of this record that perhaps should not 
have been J:>rought in here at all, and I want 
to have you express your views on it. 

Mr. CROWLEY. Let me say this to you, that 
you cannot stop a fellow from thinlting. 
If you go back to your record, the first letter 
was written sometime in August, and I think 
Henry Steagall was away a good part of the 
fall sick; and I think you will find the day 
after Steagall died was the date of one of the 
letters to one of these banks absorbing ex­
change. I think it is a fair conclusion that 
Steagall, had he lived, would have continued 
to do as he had always done, that is to fig~1t 
any encroachment upon the State banking 
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system. Certai.nly, whoever was handling 'the 
affairs did some pretty good timing-and, if 
you want to, you can call it a squeeze play. 
And I won't change my statement on that, 
because after this thing lay dormant for 10 
years, more or less, it has now been brought 
out at this time, when the amount involved 
did not wa'rrant bringing it out; it has caused 
undue hardship apd it bas taken your time 
and it has taken my time and the time of 
a lot of people, in the midst of a war. And 
I think we have a lot of evidence that we 
will be glad to" show this committee some­
time, when you are studying the banking 
system, that a lot of men in this Government, 
in the banking business, are trying to na­
tionalize this branch banking system and are 
trying to extend branch banking and are try­
ing to control interbank balances. I just 
think this whole thing is a matter of timing. 

Mr. CRAWFORD. Did the F. D. I. C. and the 
Federal Reserve Board hold a meeting on or 
about November 11, 1942? 

Mr. CROWLEY. I wouldn't know, Congress­
man. That is a meeting of the Federal Re· 
serve Board, you say? 

Mr. CRAWFORD. With the F. D. I. C. 
Mr. CROWLEY. Mr. Thompson says we did. 
Mr. CRAWFORD. Was it at that meeting that 

the matter of bad banking practices, as re­
lated to this type of operation, was discussed, 
do you recall? 

Mr. CROWLEY. If they say .ft was, then it 
was, Congressman. 

Mr. CRAWFORD. I beg your pardon? 
Mr. CROWLEY. If the Federal Reserve Board 

says we had a meeting at that time, I would 
be willing to a~cept that. 

Mr. CRAWFORD.. What I wanted to find out 
was whether or not you would hold that the 
practices engaged in by, let us say, this bank 
down here in St. Louis, which has been cited 
in the record at considerable length, was 
participating in bad practicee--

Mr. CROWLEY (interposing). Let me say this 
to you, on that bank in Nebraska-and I 
don't know whether there was one in St. 
LoUis or not. But there were one or two 
banks that I agreed were engaged in an 
unsound practice, and we did talk, I think, 
about trying to get them in for a conference 
and to see if we could not reason with them. 
I have always felt that it was wrong to legis­
late against the whole banking system or a 
whole industry because you could not con­
trol one individual. 

Mr. CRAWFORD. What I was trying to do was 
to tie up some particUlar practice which came 
within the scope of the concept of that dis­
cussion held at the joint meeting. 

Mr. CRoWLEY. I think we talked about one 
or two banks there at that thne-. Anyhow, 
that had been discussed at different times 
with the Federal Reserve. 

Mr. CRAWFORD. And the F. D. I. C. joined 
with the Board of Governors in a published 
statement of Friday, February 12, 1937, in 
which, among other thoughts expressed in 
that statement, we find this language. 

Mr. SMITH. What are you reading from? 
Mr. CRAWFORD. A joint statement issued by 

the Federal- Deposit Insurance Corporation 
and the Board of Governors of the Federal 
Reserve System, printed in the December 
hearings. It says: 

"In view of the widespread differences of 
opinion in the law-making and administra­
tive branches of the Government as to the 
intent of the law, and as a result of further 
consultations between the Federal Deposit 
Insurance Corporation and the Board of Gov­
ernors of the Federal Reserve System, their 
respective regulations relating to the pay­
ment of interest on demand deposits having 
been brought into uniformity by agreements 
adopted by the Board and by the Corpora· 
tion, the definition of interest has been elim­
inated from regulation Q of the Board and 
from· regulation 4 of the Federal Deposit In­
surance Corporation, and paragraph (a) of 
section 2 of each regulation has been amended 

' by inserting after the first sentence the 
following: 

"Within this regulation, any payment to 
or for the account of any depositor or com­
pensation for the use of funds constituting a 
deposit shall be considered interest. 

"The effect of this amendment is to de­
clare the existing law, rather than to inter­
pret and apply the law to particular prac­
tices. This will permit the general applica­
tion by each agency of a uniform right to 
determine specific cases based upon the facts 
involved; it will also permit each agency to 
determine, with respect to cases coming be­
fore it, whether or not any practice involved 
in any such case is a device within the mean-

. ing of the statute employed by the bank to 
evade the prohibition .of the law. 

"The Board of Governors in its original 
definition of the term 'interest' specified 
that such term should include the payment 
or absorption of exchange or collection 
charges which involved out-of-pocket ex­
pense. The present action of the Board of 
Governors removes this finding or specifica­
tion from its regulation. 

"HenceforthL under both regulations, the 
question of what in a particular case is the 
payment of interest upon a demand deposit, 
or device to evade the prohibition against the 
payment of such interest, becomes for both 
agencies a matter· of administrative determi­
nation under ·the general law in the light of 
experience, and as specific cases may 
develop." 

Now, having in mind the joint statement 
which I have just read, and the full state· 
ment that follows, of February 12, 1937, and 
then going directly to the case cited in the 
September 1943, Federal Reserve Bulletin, 
page 817, would you mind stating to the com­
mittee whether or not it is your contention 
that the case cited was not a violation of the 
law. 

Mr. CROWLEY. Congressman, I.. want to an­
swer that indirectly for you, if I can. It has 
been so long ago and I have been involved in 
so many things that I would like, if you don't 
mind, to let Mr. Brown or Mr. Thompson 
answer tllat for you. 

Mr. FRANCIS C. BROWN. Mr. CRAWFORD, we 
took the position that was not a violation of 
law, in conferences and in correspondence as 
well as in our opinion. I think Mr. Dreibel­
bis testified to that yesterday. 
. Mr. CRAWFORD. That it was not a violation? 

Mr. FRANCIS C. BROWN. We took the posi­
tion that, in our opinion, absorption of ex­
change was not interest; and also, on the 
facts of the Lincoln case as outlined to us, 
substantially as set forth in their ruling, that 
in our opinion that was not a violation of the 
law. 

Mr. CRAWFORD. You see, what confuses me, 
if it is confusion, is when I take that joint 
statement--

Mr. BARRY (interposing). Will Mr. CRAW~ 
FORD yield for one question? 

Mr. CRAWFORD. Wait just a minute, please. 
When I take that joint statement, and 

then go to the statement issued by the 
F.D.I.C.--

Mr. FRANCIS C. BROWN (interposing). I can 
give you a copy of that, Mr. CRAWFORD [hand­
ing paper]. 

Mr. CRAWFORD. And then going to the F. D. 
I. C. statement of December 6, 1943, in which 
it says: 

"The Board is of the view that the absorp­
tion of exchange by an insured nonmember 
bank in connection with its routine collec­
tion for its depositors of checks drawn on 
other banks cannot be considered a payment 
of interest, within the terms of the interest 
regulations of the Federal Deposit Insurance 
Corporation, in the absence"-and here is the 
important language-"in the absence of facts 
or circumstances establishing that the prac-:­
tice is resorted to as a device for the payment 
of interest." 

As I say, when you take the language in the· 
joint statement, and the · language in this 
statement which I have just read, and then 
apply to the September specific case what I 
have been attempting to ascertain from your 
attorney, Mr. Brown-and I would like to get 
your reaction on it-the question is whether 
or not you are in a position; speaking for the 
F. D. I. C., to enlighten this· committee on 
what would be required in the way of ques­
tionable practices to make a case which would 
support, through the F. D. I. C., the facts or 
circumstances establishing a violation of the 
law. 

Mr. FRANCIS C. BROWN. Mr. CRAWFORD, I 
don't think you can have a violation arising 
out of a routine collection transaction. You 
might frame up a situation where you con­
trol two banks and you went to a correspond­
ent bank and said "We will put a balance of 
each of our banks with your bank, and then 
we will run through some just perfectly 
abnormal transactions for the purpose of 
creating exchange"-and that might be a 
violation~ 

But I did not have any abstract, hypo­
thetical case in mind, at the time we put that 
in my opinion. And that same reservation 
was put in the Board's memorandum at my 
suggestion, simply because we did not want 
to say that people could not devise a method 
of paying interest through the exchange rule. 
But I don't think you can have interest sim· 
ply arising out of the absorption of exchange 
on a perfectly normal, commercial transac­
tion; that is, where somebody buys some• 
thing and issues a check on a nonpar bank, 
which is cleared and exchange is charged. 

Mr. CRAWFORD. Mr. Chairman, I have one or 
two other questions, but I will yield for that 
one point. "' 

Mr. BARRY. Mr. Brown, if the Federal Re· 
serve Board and the F. D. I. C. got together 
and decided the absorption of exchange was 
interest, and vice versa; and the Congress bad 
granted the power in the basic law and never 
contemplated exchange being interest, your 
ruling would still be unsound? 

Mr. CROWLEY. That is correct. 
Mr. BARRY. In other words, . no bureau 

would have the right to construe the action 
of Congress. 

Mr. FRANCIS C. BROWN. I think that is right, 
and if you will read the opinion in full which 
I submitted at the time, you will find we 
point out in my opinion you cannot differen• 
tiate exchange charges, or the absorption of 
exchange, from free service. If a man has a. 
thousand dollar balance ancl gets more free 
service through a bank than if he had a $500 
balance, we cannot differentiate the absorP• 
tion of this fixed cost from the absorption of 
exchange charges. They are both out-of• 
pocket expenses. 

And I would like to point out also, Mr. 
CRAWFORD, while on this polnt--

Mr. PATMAN (interposing). You say they 
are both out-of-pocket expense? 

Mr. FRANCIS C. BROWN. Yes. 
Mr. PATMAN. Is that corr·ect? 
Mr. FRANCIS C. BROWN. Why not? Any ex­

pense is out-of-pocket. 
Mr. PATMAN. Well, why is it distinguished 

by being called out-of-pocket? 
Mr. FRANCIS C. BROWN. I have not been able 

to define an out-of-pocket expense. · 
Mr. PATMAN. I thought that was something 

aside from normal operating expense. 
Mr. FRANCIS C. BROWN. This is a l1.0rmal 

operating expense. The bank has to pay 
postage, and the bank has to pay express 
charges. They have to pay telephone 
charges. Why should they not have to pay 
service charges which the other bank assesses 
on that collection? 

In other words, your correspondent bank 
sets itself up as the institution which under­
takes to collect the checks. Your individual 
goes to his bank and his bank sends the 
check to the corresp~mdent bank. The cor-
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respondent bank says "We will collect the 
check and make that good for you." · 

When they collect the check and the other 
bank charges exchange, it seems to me that 
is their expense, part of their business ex.; 
pense. 

I would like to point out that in the 1936 
definition of interest which was stricken out 
of regulation Q, there was an express pro­
vision that you could absorb taxes assessed 
on your deposits, and the Board has ruled 
that in the case of Michigan the taxes as­
sessed on deposits could be absorbed by the 
bank, and that is not a violation of the 
interest regulation, or the interest law. I 
certainly cannot differentiate between the 
absorption of a tax, which is paid and which 
is leviEd upon the depositor, from a service 
charge which isleviEd as a result of that de­
positor's check going through a commercial 
transaction. 

Mr. PATMAN. I agree with you, if both banks 
are in the same Str.te. But suppose one 
bank is in Ohio and sends its deposits over 
to Michigan; then the Michigan bank would 
not be expected to pay the taxes, would it? 

Mr. FRANCIS C. BROWN. Well, it is a per­
sonal property tax, is it not, Mr. PATMAN? lt 
is levied on that property and it is levied on 
the perssm who owns that property, regard­
less of where it may be. If you have securi­
ties in California, they will tax those securi:.. 
ties if they find out about them, regardless 

. of where you may live. 
Mr. DILWEG. Are you familiar with a ruling 

of the Board in 1934, Mr. Brown, when this 
statement was made? 1 Reading: J 

, "In another case there was also presented 
to the Board a question as to the legality of 
a practice under which member banks 
charged to their depositors the amount of 
exchange charges on checks received on de­
posit, except that, if the average daily bal­
ance of the depositor was $1,000 or more, 
the banks absorbed the amount of such 
exchange charges." 

Then here is a significant part of the rul­
ing of the Board: 

"The Board stated it was of the opinion 
that the absorption of charges in such cir­
cumstances was not an indirect payment of 
interest, since the amount of charges ab­
sorbed did not vary with or bear a substan­
tially direct relation to the amount of the 
depositor's balance; and that accordingly the 
member banks were not prohibited from ab­
sorbing charges on such a basis in connec­
tion with balances payable on demand." 

In other words, if I say "You must keep 
$100,000 in my bank, and I will absorb the 
charges," that is perfectly all rtght under 
.that ruling . 

But 1f I say "I will absorb charges if you 
will keep a varying amount in my bank," 
that is illegal. 

Mr. PATMAN. No; it is just the opposite, I 
think. 

Mr. DILWEG. No; I don't think so. 
Mr. PATMAN. The way I interpret that-­

and I would be in favor of voting for a bill 
carrying that provision in it-is that if there 
is no relationship whatsoever between the 
allowance of out-of-pocket expense and the 
balance normally carried, I don't think that 
would be a violation of law. But where there 
is a direct relation--. 

Mr . DILWEG (interposing). The bank say·s 
that you must carry at l~ast $100,000. 

Mr. PATMAN. That is a violation of the law. 
Mr. DILWEG. No; not under that ruling. 
Mr. PATMAN. Yes; I think you have it back-

ward, because where · you must carry $100,000 
to get so much exchange charges absorbed, it 
occurs to me there is uo escape from it; that 
it is just an evasion. 

Mr. DILWEG (reading): 
"If the average daily balance of the de­

positor was $1,000 or more, tl:ie banks ab­
sorbed the amount o! such exchange 

. charges." 

And that was determined to be a legal 
operation, ·by the Board. . · 
They~- . 
"You must have on deposit so much money, 

and we will absoi·b charges." 
Then it goes on to make this statement­

and I repeat the Board's statement: 
"The Board stated it was of the opinion 

that the absorption of charges in such cir­
cumstances was not an indirect payment of 
interest, since· the amount of charges ab­
sorbed did not vary with or bear a substan­
tially direct relation to the amount of ·the 
depositor 's balance." 

So I was not giving it backward. 
Mr. PATMAN. It would go up and down, and 

they would absorb all charges. That is dif­
ferent from a case where, if you keep $100,000 
on deposit in·this bank, this bank will absorb 
·a definite amount of exchange charges fer 
you. But if you keep half of that amount on 
deposit, they say, "We will absorb half of the 
exchange charges for you." 

Mr. DILWEG. That is exactly what I said. 
Mr. CRAWFORD. Mr. Chairman, I have two 

or three other questions, and I am through. 
Mr. Crowley, do you have late figures show­

ing the number of insured banks not mem­
bers of the Federal Reserve System? The 
latest figm:es you have will be satisfactory·. 

Mr. THOMPSON. I am sorry. I did not 
bring the December 31 figm;es with me. The 
November 30 show 13,465 insured banks, in• 
cluding mutual savings banks. 

Mr. CROWLEY. He wants the nonmember 
banks. 

Mr. CRAWFORD. Have you the number of 
nonmember banks included in that? · 

Mr. THOMPSON. Yes, sir; 6,554 in the con-
tinental United States. 

Mr. CRAWFORD. That is nonmember banks? 
Mr. THOMPSON. Commercial. 
Mr. CRAWFORD. Commercial, nonmember 

banks? 
Mr. THOMPSON. Yes, sir. We have 180 

mutual savings banks. 
Mr. CRAWFORD. How many States have en­

acted laws calling for par clearance? 
Mr. CROWLEY. Do you know, Frank? · 
Mr. FRANCIS C. BROWN. Mr. CRAWFORD, I 

cannot answer that question offhand. I 
know Iowa did last year. 

Mr. PATMAN. Was it last year? I thought 
Mr. Crowley said that was during the de-
pression. . 

Mr. DREIBELBIS. It was effective July 1, last 
year. 

Mr. CRAWFORD. First I think I voice the 
opinion of this whole committee, and cer­
tainly my own, when I congratulate you for 
your extraordinary management in protect­
ing the earnings and capital structures of 
the insured banks. I have been in agree­
ment with it 100 percent, as I have under­
stood it. 

Have you seen any evidence under the 
Iowa law or under any other State law which 
has thus far been enacted, of interference 
to any ~aterial degree whatsoever with the 
earnings of the insured banks which you have 
in Iowa and these other States where such 
laws might have been enacted? 

Mr. CROWLEY. No; I don't know that we 
have had any evidence of that, Congress­
man. That, again gets back to my theory, 
that if the State of Iowa wants to change 
their banking laws, they have to assume the 
responsibility for doing so. I don't think 
the fact that Iowa changed those banking 
laws and went to par clearance indicates 
that all of the little banks in the State of 
Iowa were in full accord. You have been 
around the State legislatures a long time 
and you know how State legislation is put 
in the hopper and bankers wake up some 
morning and find it is all signed and sealed 
and delivered. But, in a period of time, it 
will be repealed if it is not all right. 

Mr. CRAWFORD. In order that the record 
may be perfectly clear, I want to say I have 
never seen a member of a State legisla,tive 

body, and I am sure I have never spent 
as many as 20 days at a capital of any state 
or all of the States put together, during a · 
session of the legislature. So I don't know 
anythipg about that, at all. 

Mr. CROWLEY. All right. 
Mr. CRAWFORD. If the Iowa law is the only 

one, and it became effective only last July, 
I should not think that would give you 
time to draw any reasonable conclusions 
on it, anyway. 

Mr. CROWLEY. And they could he wrong, 
Congressman, being only one of the 48 States. 

.Mr. CRAWFORD. That is all I have. 
The CHAIRMAN. If there is nothing more, 

Mr. Crowley, we are very glad to have had 
you. I want to ;;ay the way you have ad­
ministered the affairs of the Federal Dz­
posit Insurance Corporation has reflected 
some glory upon this committee, from Which 
that law came. I think you have rendered 
great service to the Nation. 

Mr. CROWLEY. Thank you. 
Mr. PATMAN. Mr. Chairman, may I join 

you in your statement in the record on what 
Mr. Crowley has done through tne Federal 
Deposit Insurance Corporation. But I would 
like to ask if the State supervisors have ex­
preEsed themselves on this. Do you know? 

Mr. CROWLEY. Some of them have. A great 
many of them have, Congressman. I don 't 
know from what particular States. 

Mr. PATMAN. I wonder if any member of 
the committee knows how many ·have and 
how many have not. 

Mr. BROWN. Everyone in the South, and 
several in the Midwest. That is all in the 
record. 

Mr. CROWLEY. For instance, Mr. Nelson, of 
Michigan, sent a letter which I saw; he sent 
it voluntarily on this, and I think many 
of the other States have joined in that. 

The CHAIRMAN. This will conclude the hear­
ings on the bili, then. 

Mr. BILBO. Mr. President, Mr. Crow­
ley has control of the 13,000 banks which 
represent · 98 percent of the bank de­
positors in the United States. He in7 
sists that the passage of the Maybank 
bill, which now has been offered as an 
amendment to the pending crop insur­
ance bill, is essential to the success, pro­
tection, and welfare of the small banks 
he represents. 

I find that the Federal Reserve Board 
has enlisted in this fight the National 
As-sociation of Credit Men, headed by 
Mr. Henry Heimann. That association, 
although it has nothing to do with the 
Federal Reserve System, the Federal De­
posit Insurance Corporation, or any other 
banking organization, except as a busi­
ness organization, has been very busy in 
circularizing not only the banks of the 
country but the Congress of the United 
States in reference to th~s matter. In 
order to make my remarks on this sub­
ject clear, I ask unanimous consent that 
the circular letter addre::.:>ed to the 
Members of Congress by the National As­
sociation of Credit Men, New York City, 
dated February 29, 1944, be printed at 
this point in the RECORD, as a part of my 
remarks. 

There being no objection, the letter 
was ordered to be printed in the REcORD, 
as follows: 

NATIONAL ASSOCIATION OF CREDIT MEN, 
New York, N.Y., February 29, 1944. 

H. R. 3956, S. 1642 

To Members of Congress: 
This organization, consisting of 20,000 

manufacturing, wholesaling, and banking 
members, has throughout its bali century 
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of existence sought in every way to develop a 
sound national currency and banking system. 

Our membership, officers, and directors are 
seriously alarmed over the probable conse­
quences of favorable action on the two pend­
ing bills. 

Our opposition to these bllls is based upon 
the following factors: ' 

We believe that in the present situation 
section 19 of the Federal Reserve Act, as 
amended, and which reads: "No member 
bank shall directly or indirectly, by any de­
vice whatsoever, pay any interest on any de­
posit which is payable on demand," to be a,. 
sound provision, and in furtherance of sound 
banking. As long ago as 1933 the Honorable 
Senator CARTER GLAss stated that one of the 
real objectives of section 19 was to try to 
promote the further utilization of bank 
funds in the area in which they were lo­
cated, and to prevent the excess accumula­
tion of country bank funds in large finan­
cial centers where they were vulnerable to 
speculative purposes. We believe these com­
panion bills, if passed, would defeat the ob­
jective of section 19. We believe it quite 
probable that the practice of charging ex­
change and of the absorption of exchange 
charges, both now very limited, would ma­
terially expand, and that this resolution 
would drive the opening wedge for the ab­
sorption of various charges in lieu of interest 
payments. 

We believe the passage of this resolution 
would eventually nullify section 19 and by 
subterfuge permit a compensation for de­
mand balances which, irrespective of how 
such compensation was disguised, is tanta­
mount to the payment of interest. 

We respectfully call to your attention the 
fact thr.t national banks or members of the 
Federal Reserve System, be they State or 
National, are not permitted to make ex­
change charges. Among this group of banks 
are many smaller institutions which com­
pete, in some sections, with the limited num­
ber of State banks which do make exchange 
charges. We also desire to call your atten­
tion to the fact that these smaller members 
of the Federal Reserve System, be they State 
or National, are profitably operated without 
benefit of these charges. 

The practice of permitting banks to absorb 
exchange charges insofar as it ~ects com- . 
ruerce and industry will not, as some con­
tend, inure principally to the benefit of 
smaller business institutions, since in prac­
tice the total amount of these charges ab­
sorbed is related to the size of the customer's 
deposit. This is class legislation for the 
benefit of relatively few banks located in 
relatively few States. 

Our interest in this legislation is not a 
selfish interest. Many of our members are 
now benefiting froth the absorption of ex­
change charges, but they recognize the even­
tual consequence of this practice and are 
favorable to its discontinuance. 

We wish particularly to emphasize the 
great hidden danger to our national currency 
that could develop from the passage of this 
resolution. 

Bank checks constitute the principal cur­
rency of our country. In fact, the ratio of 
bank checks in use to actual currency is 
better than 10 to 1. The practice of charg­
ing exchange for the clearance of a bank 
check strikes at the very fundamental of 
a free par circulation of this Nation's cur­
rency. Do not confuse exchange charges 
with service charges. Service charges are 
made against the bank's own customer. Ex­
change charges are made against the indi­
vidual or organization to whom the bank's 
customer has given a check. When an in­
dividual or organization accepts a check in 
payment of a bill, he feels he has the right 
to assume he will receive the amount of 
money ot credit called for on the face of the 
check. In most instances he does receive · 

the exact amount. In certain areas, and in 
a limited number of banks, an exchange 
charge is made and he does not receive the 
face amount of the check. When he does 
not, it is tantamount to discounting the cur­
rency of the United States; for, we repeat, 
in this country bank checks constitute our 
primary currency. 

We are particularly concerned over these 
companion bills because their passage indi­
rectly could-

1. Further expand the objectionable prac­
tice of making exchange charges; 

2. Since members of the Federal Reserve 
System cannot make these exchange charges, 
unfair . advantage would accrue to nonmem­
ber banks, and perhaps promote the with­
drawal of member banks from the Federal 
Reserve System; 

3. Cause a reversion to the old practice of 
circuitous routing of checks in order to find 
some bank along the line of collection which 
would be willing to make the check worth 
100 cents on the dollar; 

4. In practice it is not inconceivable that 
the value of a check would depend upon the 
bank upon which it was drawn, thus destroy­
ing the par acceptance and free circulation 
of our bank-check currency; and 

5. Develop further hoarding of cash. 
This organization recognizes that the bank­

ing industry mus't have satisfactory earnings 
if it is to be maintained in a solvent condi­
tion. We therefore have never objected, and 
never will, to proper service charges as dis­
tinguished from exchange charges. We do, 
however, recognize that in matters of service 
charges the law of competition comes into 
play. The banking business in this sense is 
like any other business, in that there must 
be a sound need for the institution and a 
fair charge for its services. It cannot escape 
meeting these standards of value. 

Finally, we desire to emphasize that al­
though these bills deal directly with the 
question of an interpretation of section 19, 
their Jnherent danger 1s in the consequences 
of an interpretation that the absorption of 
exchange charges is not tantamount to in­
terest. Such a conclusion will tend to de­
stroy the function of our n&ttional currency, 
bank checks. 

We repeat, our primary interest 1s in a 
sound banking system and the maintenance 
of a sound national currency. This has been 
our interest since we joined in an effort years 
ago to procure the Federal Reserve System. 
It is our only interest today. As previously 
stated, our viewpoint, if maintained, may 
temporarily bring added cost to some of our 
members, but our position we believe to be 
in the public interest. 

We respectfully submit for your considera­
tion these views as representing our best 
judgment based on 50 years of experience in 
the field o:f banking and credit. 

Thank you. 
NATIONAL ASSOCIATION OF CREDIT MEN. 

Mr. Bll.J30. Mr. President, the Fed­
eral Reserve boys apparently hypnotized 
Mr. Henry Heimann, executive manager 
of the National Association of Credit 
Men, into dragging the association into a 
controversy which really concerns only 
Congress and the small businessmen who 
run community banks, on the one side, 
ami the Federal Reserve Board and a few 
selfish large city bankers, on the other. 
In order to stir up the members of his 
association he ·relayed to them the same 
sugary arguments which have been 
widely advanced by .the bureaucrats in 
the Federal Reserve Board who are defy­
ing Congress in their attempt to force 
2,500 small banking concerns, scattered 
over 27 States, into the Federal Reserve 
System where they can be further regi­
mented. The Fed,eral Reserve crowd 

have always been chummy with certain 
big city bankers, and they have gotten 
into their present mess by trying to help 
a few of their banker pals who wanted 
a regulation from the Board in order to 
keep them from losing business to a few 
Wide-awake bankers in adjacent smaller 
towns. It is pretty nice to knock off a 
tough competitor by getting a Govern­
ment agency to make a ruling which puts 
him out of business; but it is tough when 
you are the one who gets knocked off. 
I do not think many Senators will want 
to encourage our Government agencies 
to make rules of this character. The 
House of Representatives made it clear 
that they did not, by their overwhelming 
vote. 
- A few business concerns have opposed 
this legislation although the businessmen 
of this country, whose business opera­
tions are constantly being interfered 
with by Government regulations, should 
support it. Why should they support it? 
Because businessmen do not like unnec­
essary Government regulation, and this 
controversy presents Government regu .. 
iation of the worst kind-regulation 
which Congress has never authorized, in 
fact, and which it has several times ex­
pressly refused to authorize. 

The opposition talks about depreciated 
dollars, because, like sin, we are all 
against them. But defeating these bills, 
which he urges, means depreciating dol­
lars which are now worth a full 100 cents. 
Here is how it works. 

Say you run a business and your firm 
seils goods over a wide territory. You 
get checks on banks .in a number of dif .. 
ferent States and you deposit them in 
your local bank. You are credited for the 
face amount of those checks-100 cents 
for the dollar-and there the transac· 
tions are closed on your books. But your 
bank's business deal with you commences 
where your deal with your customer left 
off. Your bank has to collect these 
checks from the various points on which 
they are drawn. Your bank is in this 
business and it has to incur many ex­
penses in order to carry on this business. 
Among other expenses, it pays other 
banks for the service which they perform 
for it in the collection of those checks. 
You keep a large balance in this bank 
and at the end of the month you pay a 
service charge to your bank, depending 
on the activity of your account, if the 
earnings from your balance when in­
vested have not been large enough to off­
set those expenses. But if your balance 
is large enough to offset the cost of 
handling your business and also give a 
profit to your bank, you do not expect 
to pay a service charge. Your banker 
is smart enough not to try to collect one. 
You are a good customer. He wants 
your account just the same as you want 
your own customer's business. Now 
along comes the Federal Reserve Board 
and says this cannot be done. They 
say your bank is paying you interest be­
cause it fails to charge back ·to you the 
service charges which it pays out to the 
other banks in handling some of your 
business. The service charges which the 
Federal Reserve Board objects to are 
·called exchange charges, and there is a 
long story which does no credit to QUr · 
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Fed-eral Government behind the , Re­
serve Board's fight against the little 
banl{S who insist on being paid for the 
service which they must perform in these 
check transactions, but which the Federal 
Reserve Board wculd like to make them 
p2rform for nothing. 

· S:> even though your bank is making 
a s:zable profit out of handling your 
r..ccount, it now writes you a nice letter 
citing the Federal Reserve Board's rul­
ing, saying: "We are sorry, but we now 
have to charge these expenses which we 
are put to to you; it is illegal for us to pay 
them. The Reserve Board says so." If 
this ruling stands, there is nothing to 
prevent, and there is a pretty good prece­
dent to encourage, the Federal Reserve 
Board at some later date to compel the 
banks to collect from their customers 
other sr:2cified t:xpenses to wh!ch they 
are put in running their business, such as 
rent, clerk hire, postage, telephone, and 
t~legraph expenses. All of these would 
be dressed up under Federal Reserve 
guidance as additional service charges, 
which ycu would be required to pay re­
gardless of the size ct the balance you 
carry. How would you like to see that 
happen? 

So now you have to pay a service · 
charge to your bank which you never had 
to pay before. Why? Because the Fed­
eral bureaucrats say it is' a bad practice. 
Has Congress said it is bad? No. Is it 
bad? No. The Federal Deposit Insur­
'ance Corporation, another Government 
agency which has a primary interest in 
protecting the depositors of this country, 
says that it _ic;; not only perfectly legal for 
your bank to pay these expenses, but that 
it is Perfectly sound for lt to do so. That 
is the reason I wanted to present Mr. 
Crowley's philosophy of the banking 
business at the beginning of my remarks. 

The Federal Deposit Insurance Cor­
poration is responsible for all of the real 
improvements in Federal bank supervi­
sion which have occurred since it was 
created in 1933, after our banking system 
had suddenly collapsed in the hands of 
the Federal Reserve Board, the agency 
previously supposed to keep our banl{s 
running. In other words, the Federal 
Reserve System had R. very severe break­
down in 1933, and it is with bad grace on 
their part that they ·now speak in defi-' 
ance of Mr. Crowley concerning a sound 
banking system, or what should be a 
sound banl{ing system. They got so 
damnably sick that they had to call the 
doctor in 1933. 

The Federal Depo-sit Insurance Corpo­
ration points out that the banks 
throughout the country have been ab­
sorbing these expenses for the past 100 
:years, including the past 10 years during 
which the statute prohibiting the pay­
ment of interest has been in full effect. 
The Federal Reserve bases its ruling on 
the 10-year-old interest law, but the rul­
ing has been made effective only since 
January 1, 1944. The Maybank-Brown 
bills permit banks to continue paying 
these expenses as part of t{leir operating 
costs, just as they have always done. It 
does not compel banks to absorb these 
expenses, but it lets them do so, as most 
of them wish to do. It frees them from 
a l'Uling which the banks cannot get rid 

of without suing the Federal · Reserve 
Board. Bankers do not like to get into 
a court tussle with their Government 
supervising agencies, even though most 
bankers who have made known their 
views to Congress think this ruling is an 
outrageous abuse of executive authority. 
Many bankers would like to continue 
doing business with their customers freed 
from this added regulation. Mol'!t busi­
nessmen would like to get rid o! some 
of the Gove}'nment regulations which 
have been heaped upon them i:n the past 
3 years-many . without any congres­
sional authority. 

Mr. President, I make the prophecy 
that before the expiration o! the next 
Congress the opposition to the Maybank 
bill will be crying aloud against Federal 
regulation and the issuance of tantaliz­
ing orders, rules, and regulations which 
will become tantamount to law. Yet 
here is a proposition from a bureaucratic 
organization in defiance of the law, and 
in violation of the law. It jeopardizes 
the future welfare of approximately 2,400 
small banks which accommodate the 
small business concerns of the country 
and the people residing in inland towns 
throughout the Nation. 

· It can easily be seen from what I have 
said that if you now find your out-of­
town customer's dollar check worth only 
99 cents · in your bank, 'it is because of 
tbe Federal . Reserve ruling requiring 
your bank to charge you the 1-cent cost 
which they have heretofore been will­
ing to pay as an operating expense. Until 
the Federal Reserve put the heat on the 
banks these checks were generally worth 
par because the banks which are in the 
business of collecting the checks l'!tood 
the cost of those charges. 

. If you want to have your customers' 
checks still handled at par-100 cents 
on the dollar-you really should vote for 
the passage of these bills instead of their 
defeat. If the bills are passed, the banks 
will pay the cost of collecting your 
checks. If they are defeated, you will 
pay those expenses. The real situation 
is just the reverse of the pretty picture 
which the opposition has painted, using 
the stuff fed to them by the boys at the 
Federal Reserve Board, whose job it is to 
sugar-coat this new bill which the pub­
lic is being forced to take. 

B2hind all of this is a story you should 
know. It is a story of th~ struggle which 
the small, independently owned country 
banks have been waging for over 25 years 
to keep from being brought under the 
domination of the Federal Reserve Board. 
It is a fight by independent business to 
keep from being federalized. The Fed­
eral Reserve System primarily is meant 
for the city bankers. Country bankers 
for many years have preferred to use the 
privately owned and operated city banks 
as their correspondents rather than the 
Government-controlled Federal Reserve 
banks. The Federal Reserve Board has 
attempted many a squeeze play against 
the small bankers to force them into this 
System since they failed to succumb to 
their blandishments to join the System 
voluntarily. Twenty-five years ago the 
fight was the same as it is today. Once 
before, at that time the Reserve Board 
put pressure on the smaller bankers by 

attempting to outlaw their service 
charges for exchange. Congress had 

·never authorized the Federal Reserva · 
Board to do this and the smaller banl{-

:s, being men of courage, took the issue 
to court. The Supreme Court of the 
United States, in a decision by the great 
spokesman for the independence of the 
individual-Justice Brandeis-held that 
the Reserve Board had no right to force 
those nonmember banks to discontinue 
their customary business charges for ex­
change. Following this onslaught, the 
Reserve Board went back to the more 
sensible method of cultivating goodwill 
with the small bankers. But most of 
those bankers viewed the approaches 
with great suspicion because they repre­
sented the independent segment of · our 
banking system which wanted to pre­
serve our State banking institutions. 

There are some people in the Federal 
Reserve who would like to see the State 
system wiped out, and substitute a Na­
tion-wide branch banking system oper­
ated under Federal charter. That would 
be nationalization and socialization of 
our banking system. It would be the 
kind of thing that took place first in 
Germany before she socialized her entire 
industrial structure. Many of us in Con· 
gress, who believe in our democratic in· · 
stitutions, believe that a strong State 
b.anking system with many ·independent 
units, locally owned, is the best practical 
buffer the businessmen of this country 
have against the planners of national · 
socialism. 

Some of the boys in the Federal Re­
serve, who never gave up hope of bring­
ing the small bankers into subjection, 
finally woke up to the possibility of using 
the interest prohibition statute as a 
means of wiping out exchange chatges, 
the principal sources of income of many 
small bankers. This would tend to force 
them into the Federal Reserve System. 

So one of their bright young lawyers 
drew up an opinion holding that, for the 
member ba.nks to bear the expense of 
collecting the checks against the small 
nonmember banks, would be the equiva­
lent of payment of interest. This turned 
the trick, because the small banks are 
in the country and most of their cus­
tomers do a lot of business in the cities 
where most of the banks have to be 
members of the Reserve System. S:l the 
Reserve B:Jard forced the city bankers 
to charge these expenses bacl{ to their 
customers. This made a lot of trouble 
for the little banks and was intended to 
force them to stop making the charges. 
It disturbed their customer relationships. 
Part of the campaign was t:J stir up the 
credit men with letters, such as that 
written by the National Association of 
Credit Men. The real obj2ctive is to 
bring about a boycott of the small banl.:­
ers. But this is a foolish thing to do 
because small bankers have to have reve­
nue to operate. They are public-serv!c~ 
institutions in their communities, and 
the very businessmen who are being 
asked to boycott them, in many instances 
have subscribed for stock to _keep the 
banks operating and provide necessary 
credit facilities to keep their communi· 
ties alive. During all the time the 12 
Government-managed Federal Reserve 
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banks absorbed for their privately oper­
ated member banks the same kind of ex­
penses which these privately operated 
member banks are now being prohibited 
from absorbing for their customers. 

Bear in mind that· the Federal Reserve 
ban!~s are the banks for the city bankers, 
and that the city banks are the banks 
for the country bankers. This has 
placed the private, member banks at a 
competitive disadvantage with the Gov­
ernment-run institutions and gives the 
Federal Reserve bariks another weapon 
to force the independent unit banks to 
join the System. When government 
competes with private business it is tough 
enough for private business without be­
ing put under a tailor-made handicap. 
But the Reserve Board is the dealer in 
this game, so the country bankers had to 
take the cards which were dealt them. 
The cards were dealt from a cold deck. 

Everything would have been smooth 
going for the Federal Reserve Board's 
plan had it not been for three circum­
stances: The first was that the small 
bankers were smart, as well as coura­
geous, and many of the larger bankers 
were sympathetic to their position. 
They refused to take the Reserve Board's 
ruling lying down. The second was that 
Congress protested the arbitrary ruling 
to force the small bankers into line. 
Congress had not authorized it, and re­
fused to uphold the Reserve Board in a 
ruling really regulating exchange charges 
under the pretense of regulating inter­
est, and the third circumstance was that 
the Federal Deposit Insurance Corpora­
tion, which has the direct financial re­
sponsibility of keeping those small banks 
in sound condition, and is the only Fed­
eral agency which supervises those insti­
tutions, held that the Reserve B::>ard 
ruling was not only unauthorized by law, 
but that it undermined the banking 
structure of the country. 

The Federal Deposit Insurance Cor­
portion knew the small banks would not 
be able to operate without · these ex­
change service charges. It knew that 
they could not increase their customer 
service charges, as their customers are 
already paying service charges as high 
or higher than the standard service 
charges in vogue throughout the country. 
It knew that these banks have different 
operating problems from those of the 
city banks-and this is something that 
the Rt>serve Board apparently did not 
know unless it did not care. The prob­
lem of these banks is simply that of 
locally owned public service institutions, 
serving communities which otherwise, in 
many instances would not have banking 
service. They have to keep large sums 
of cash immobilized in their vaults or 
as deposits in city banks to take care o{ 
their customers' city needs-larger sums 
than the city banks which have ready 
access to security markets and money 
·centers are required to keep. The city 
dweller who can get his check cashed at 
any hour of the day does not have to 
carry as much cash in his pocket as the 
man who has to drive 30 miles to town to 
get his check cashed. It is the same 
thing with banks. Furthermore, these 
country bankers could not shift their cus­
tomers' cash day by day into short-term 

governments as the city bankers readily 
do. The Federal Deposit Insurance Cor-

. poration has studied these banks ever 
since it was created in 1933. It has made 
real progress in bank supervisory methods 
and has instilled lifeblood into our 
decadent bank supervisory system which 
went to seed in 1933 because of neglect 
and lack of understanding on the part 
of the Federal Reserve Board. 

So Congress stepped in and the House 
of Representatives passed the Brown bill, 
H. R. 3956, which simply reversed· the 
Federal Reserve Board's ruling. This 
bill was passed by a wide margin-about 
five to one. It was so wide that 
the opp::>sition to the bill couldn't even 
muster enough votes to get a roll call 
and for that reason there was not an 
official count of the votes. The issue 
was not whether par clearance was de­
sirable or undesirable. The Reserve 
Board always contend~d that its ruling 
was not for the purpose of enforcing par 
clearance, but to enforce the interest 
statute. But Congress knew differently 
and letters such as that sent out by Mr. 
Heimann clearly show that the real ob­
j~ctive is par clearance and not interest 
regulation. Thus, the issue before Con­
gress was whether the bureaucrats 
should usurpate or Congress should 
legislate. 

Now the issue is not currency deprecia­
tion against 100-cent dollars. The issue 
is solvent banking with exchange charges 
against no banking for many communi­
ties if exchange charges are outlawed. 
Exchange charges are not growing as 
a few opponents of this bill have claimed. 
They have steadily decreased for over · 
25 years because of natural economic 
forces. I believe that until all bank serv­
ice charges are brought under Govern­
ment regulation, the natural forces 
should be allowed to deal with exchange 
service charges as they do with all other 
forms of service charges, without bureau­
cratic interference. The total amount 
of exchange charged in this country is 
not over $8,000,000 to $10,000,000 a year. 
This is a small fraction of the $2,000,000,-
000 annual operating revenue of our Na­
tion's banking system which today has 
deposits over $100,000,000,000. The 
banldng system in the future as in the 
past can well absorb the cost of collecting 
these checks and in so doing it is ·not 
subsidizing the small bankers because the 
small bankers are forced to keep over 
$700,000,000 of their funds on deposit 
in big city banks which invest this money 
and at an average investment return of 
1 percent, receive $7,000,000 annually as 
income, which is more than the amount 
of exchange they have ever absorbed. 

Furthermore, some of those who op­
posed this bill are ignorant of the law 
when they state that national banks or 
member banks of the Federal Reserve 
System be they State or National, are 
not permitted these <exchange) charges. 
This statement of the law is wrong. 
Ever since 1917 both National banks and 
State banks, members of the Federal Re­
serve System, have been authorized by 
Section 13 of the Federal Reserve Act to 
collect exchange charges on all remit­
tances or clearings through the private 
banking system and many of these banks 

have collected and now collect these 
charges. The only restriction is t.hat 
these charges may not be collected from 
the 12 Government-controlled Federal 
Reserve banks which do not directly 
serve the pubUc. Here again the Gov­
ernment institution has b~en favored 
over private business. The exact lan­
guage of the law on this question is as 
follows: 

SEC. 13. Any Federal Reserve bank may re­
caive from any of it s member banks, and 
from the United States, deposit s of current 
funds in lawful money. national bank notes, 
Federal Reserve notes, or checks, and drafts 
payable upon presentation, and also. for col­
lection, maturing notes and bills; or, solely 
for purposes of exchange or of collection, 
may receive from other Federal R~serve 
banks deposits of current funds in lawful 
money, national bank notes or checks upon 
other Federal Reserve banks, and checks and• 
drafts, payable upon presentation within its 
district, and maturing notes and bills pay­
able within its district; or, solely for the 
purposes of exchange or of collection, may 
receive from any nonmember bank or trust 
company deposits of current funds in law­
ful money, national-bank notes, Federal Re­
serve notes, checks and drafts payable upon 
presentation, or maturing notes and bills: 
Provided, Such nonmember bank or trust 
company maintains with the Federal Reserve 
bank of its district a balance sufficient to 
ofi'set the items in transit held for its ac­
count by the Federal Reserve bank: Pro-
1.'ided further, That nothing in this or any 
other section of this act shall be construed 
as prohibiting a member or nonmember 
bank from making reasonable charges, to be 
determined and regulated by the Board of 
Governors of the Federal Reserve System, but 
in no case to exceed 10 cents per $100 or frac­
tion thereof, based on the total of checks and 
drafts presented at any one time, for collec­
tion or payment of checks and drafts and 
remission therefor by exchange or otherwise; 
bttt no such charges shall be made against 
the Federal Reserve banks. 

Practically every member bank in the 
country charges exchange for remitting 
in settlement of out-of-town clearings 
sent in direct to the bank. The charge 
is frequently omitted as r. matter of reci­
procity between banks ·having frequent 
clearings between one another. 

Time and again it has been charged 
by the opponents of the Maybank bill 
that it discriminates against member 
banks of the Federal Reserve System, be­
c'ause it is said they cannot charge ex­
change while nonpar banks can and do 
so. This is the rankest sort of misrep­
resentation and the answer is plain to 
anyone who can read the English lan­
guage and who will take a minute to read 
the Federal Reserve Act. 

Section 13 of the Federal Reserve Act 
specifically, expressly, and in plain Eng-· 
lish words authorizes Federal Reserve 
member banks to charge exchange. Here 
are the exact words of the statute: 

Nothing in this or any other section of 
this act shall be construed as prohibiting a 
member or non-member bank trom making 
reasonable charges • • • for collection 
or payment of checks and drafts and remis­
sion therefor by exchange or otherwise. 

The statute' goes on to say that the 
Board of Governors shall determine and 
regulate the charges and also says that 
the charges shall not exceed 10 cents 
per $100 or a fraction thereof based on 
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the total· of -checks and drafts presented · 
at any one time. 

That is exactly and precisely how the 
nonpar banks charge exchange. They, 
too, charge exchange for collecting. and 
paying checks and drafts and remitting · 
therefor; and they, too, have a maximum 
charge which does not exceed one-tenth 
or one-eighth of 1 percent. 

Now this statute which permits mem­
ber banks to charge exchange goes baclt: 
to 1917. ' It was an amendment · to the 
Federal Reserve Act passed in 1917, and 
it is known as the Hardwlck amendment. 
When the Hardwick amendment was up 
in 1917 the provision allowing exchange 
to be .charged was adopted by the Sen­
ate as an cmendment to a then pending 
bill. B2cause of the Senate amendment, 
the bill was sent to conference. The 
House agreed to ,the conference and the 
Hous.e conferees · were specifi~aHy in­
structed by a motion passed 'by the House 
to agree in the conference with the Sen­
ate's amendment allowing banks to 
charge exchaTige. In other words, the 
managers on the part of the House were 
i.nstructed by the ·House to agrze in the 
conference to the Harciviiclt: amendment. 
. In canference and at the very last· min-
ute, the conferees- added .to the Hard-

• wick-amendment -the phrase whici1 now 
appears in the law at the end of section 
13, which says that "No such charges 
shall be made against the Federal Re­
serve banks." The reasons given at that 
time for taclt:ing on this rider were . s:;t 
out in a letter sent to Congressman CAR­
TER GLASS by Governor Harding of the 
Federal REserve. He suggested that the 
Hardwick amendment be modified so 
that it _would p_!event exchange from ap­
plying to transactions with the Gavern­
mcnt. In other words, the tacked-on 
proviso was intended to save the United 
States Government money in connection 
with its finan<:ial transactions. · 
, \Vhen the conference · report came 

back to the House with the tacked-on 
l'ider. the change occasioned considerable 
debate by the Members of the House 
who contended that its Members had ex­
ceeded their authority and had violated 
the instructions which they were given. 
The late Congressman Pat Harrison, of 
M~ssissippi, strongly criticized the House 
conferees for ·what they -did and charged 
that under that tacked-on provision, the 
Federal Reserve Board "could undo 
everything we propose to do by the 
'amendment." In other words, he stated 
that , the tacked-on rider practically 
emasculated the Hardwick · amendment 
which the HDuse managers had· been in­
structed to accept. He· further went on 
to say, "There can be no doubt that the 
Federal Reserv-3 Bo-ard wants the power 
to destroy the right · of member banks to 
make these exchange charges, i:tnd it is 
wrong to give the Federal Reserve B'6ard 
authority so broad that it may defeat the 
intention and will of the House, and that 
is what t 1e managers on the part of the 
House have done." 

The nonpar bankers, however, were 
- deceived by being told that the rider 

would. not affect -their- rights but merely 
was put in there to save the United States 
Government · from paying exchange 

charges on its transactions which were 
quite large at that time, due to the Lib­
erty bond ·drives. In fact, the nonpar 
bankers accepted the rider because the 
general counsel of the American Bank­
ers Association in a formal opinion told 
them that the amendment even with 
the rider would permit nonmember banks 
to charge exchange on collections which 
the Federal Reserve banks. were han­
dling in their customary agency capacity 
as distinguished from those which they 
were handling in ·an ownership capacity. 
Congressman CARTER GLAss tried to jus· 
tify ·the action of the House managers in 
accepting the rider despite the specific 
instructions of the House to the con­
trary by trying to throw the bl~:~.me there­
for onto the S2nate managers and by re­
ferring · to Federal Reserve Governor 
Hard{ng's letter concerning the position · 
of the United States Government in con­
nection with its Liberty loans. · 

The· nonpar bankers accepteu the rider 
in good faith, accepting the reasons 
which were offered at that time for the 
rider. The decepl.~on, however, became 
complete when ·th_e Attorney G3r~eral of. 
the United States ruled in 1918 . that the 
opinion of the American · BaRkers-Associ­
ation's general counsel was not sound· 
and issued- an opinion to. the contra-ry so 
that the nonmember banks were pro­
hibited from charging exGhange not only 
on collection charges owned by the Fed­
eral Reserve banks but also on those 

· which they were handling in an agency 
capacity. Thus, the banks were de­
prived of the clearing facilities of the 
Federal Reserve banks for checks drawn 
on nonpar banks and the emasculation 
of the Hardwick amendment which both 
the Senate and the House passed and the 
President signed bzcame cvmplete. 

As a pradical matter an~ as a factual 
matter, every banker will admit to you 
as the opponents to this bill admitted 
~t the hearin~s that member banks do 
charge exehange. For exchange is 
charged on all checks that .come to them 
except from the Federal Reserve banks. 

Thus, the opposition's whole argument 
collapses like sand running through your 
fingers, the law belng exactly contrary 
to their claims. 

Sound banking can be assured only by 
the pa~sage of the pending bills, because 
they will relieve these banks from the 
pressure to discontinue a source of in­
come which they cannot replace but 
which _they must have in order to operate 
without loss. Your business will not 
profit if many small rural communities 
of this country are deprived ·o.f banking 
service. · The deposits which these banks 
earry are· suf:~.1cient'ly profitable to the 
private banking system of this country 
for it to stand' these expenses instead 
of milking the public for them. To say 
that our banking system or the Federal 
Reserve System is jeopardized in the 
slightest degree by permitting banks to 
run their business without regimentation 
from Washington as to the character of 
the service charges which they can levy 
is to appeal to fear and not to reason. 

S-ome firms have been urged by theRe­
serve Board to . tell their customers that. 
they are not accepting their checks . on 

any nonpar baril~. This is a· stimulated 
boycott of small business. It is the kind 
of thing that I do not like to see hap­
pen in this country-to have one group 
of Qusinessmen start a boycott against 
another. It is a tragedy to see such n. 
boycott started by one of our big Govern­
ment bureaus. The Federal Reserve 
Beard may make it tough for 'the small 
banks by stimulating this boycott among 
commercial businessmen, but it is going 
to be tough on their customer relation­
ships as well. I say to you s~nators 
do not be drawn into a' campaign to up­
hold a Fzderal agency in regulating .busi- · 
ness wh:ch Congress ha,p not authorized 
merely because it does not affect your 
business. You will merely be undermin­
ing our constitutional system of govern­
ment. Any step of this kind will boom­
erang e.gainst the businessmen who 
started it, because if one agency can 
make illegal rules affecting one group of 
businessmen, anothEr agency can make 
more rules dfecting another group anct 
the latter group may include the very 
men who are against this bill. Even 
though a few constituents r..rc r,_gainst. 
exchange charges think straight en the . 
principal question wh~ch is· not exchange 
charges,. but abuse cf g:Jver11mental 
pcwer.~ That is the only issue. 

:r.ir. MAYBANK. Mr. Pres:d2rit, I de­
sire to state that the time which remains 
for the proponents of the amendment has 
been allotted as follows: 

S2nator STEWART, 5 minutes; Senator 
PEPPER, 5 minutes; Senator RuESELL, 10 
minutes; Senator BANKHEAD, 5 minutes; 
Senator GEORGE, 5 minutes. That will 
take up the time wh~ch has been allotted 
to the proponents of the amendm2nt. 

As there are · 1 or 2 extra r.J.inutes, 
if I may be permitted to do ·sa, I should 
like to read a telegram which is ad­
dressed to ~e, as follows: 

ATLANTA, GA., December 13, 1944. 
Senator EuP.NET R. M!\:YBANK, 

Senate Office-Building, 
• Washington-, D. C. 

When I appeared befo):'e the S:mate Banl\­
ing and Currency Committee yesterday a 
Senator questicned my statement that mem­
ber banks are now absorbing exchange. I 
have investigated further and am reliably in­
formed banks in th3 following and probably 
other cities are now abscriJin3 exchange 
namely, Nashville, Memphis, Louisville, Hous­
ton, Fort Worth, Shreveport, Jacl{son. M3-
ridian, Baton Rouge, and Palm Beach . . Please 
read this telegram to the committee and in-

. sert in the RECORD, 

S:!ERMAN ~RA WDY. 

l\1r. President, in short it appears that. 
the F. D. I. G. says that the ptesent prac-. 
tice with regard· to exchange should ·be• 
continued anp the Federal . R~serve · 
Board says that it should not be . . Cer­
t-ain banks believe that the Federal Re­
serve Board is wrong, and do not believe in government by order, so they continue 
to absorb exchange. This they believe 
to be legal. 

!1.1r. STEWART. M:r. President, I 
merely wish to say a word or two. I 
chiefly want to place myself on record 
as being in favor of the Maybank bill 
or amendment as it is. now before the 
Senate and as .being cppo::ed to the so­
called r.egulation Q. -
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I think, Mr. President, regulation Q 
is a specimen of arbitrary action on the 
part of those responsible for it, the same 
type of action as we have seen evidence 
of in various departments of the Govern­
ment within the past few years. It is 
almost the equivalent of legislation it­
self. I mean to say that the . Federal 
Reserve Board, which is responsible for 
this arbitrary action or ruling, is vir­
tually entering the field of legislation. 
That Board was fully aware that the 
Congress has in the past been opposed 
to the passage of such legislation as 
would declare the charging of exchange 
on checks to be ap item of interest within 
the purview of the pertinent provision of 
the Federal Reserve Act. 

The passage of the Maybank bill or 
the adoption of the pending amendment 
will, I presume, prevent the enforcement 
of regulation Q. I say "I presume"; I 
thought before the regulation was adopt­
ed that the Federal Reserve Board had 
sufficient respect for Congress to justify 
the belief that they would follow the 
policies which Congress had laid down, 
and not undertake to make such a 
strained construction of the law as they 
appear to have tried to do in this case. 
I think it will be made somewhat plainer 
if the pending amendment can be adopt­
ed, that Congress does not intend that 
regulation Q shall be put into effect and 
many of the smaller banks of the coun­
try destroyed and the existence of others 
jeopardized. 

As to Tennessee, I should like to read 
an excerpt from the testimony the other 
day before the Banking and Currency 

i Committee by Mr. Clark, the superin­
tendent of banks of my State: 

! · Tennessee has 222 State-chartered banking 
institutions, 161 of which charge exchange 
under the authority granted them by the 
law of Tennessee. · These institutions are 
known as nonpar, nonmember banks. They 

1 are located in the small towns of the 
State and they serve the communities along 
with their churches and schools. Approxi­
mately 95 percent of these banks a1ford the 
only banking service available in their re­
spective towns and villages. An analysis 
of the earnings reports of these banks shows 
that 84 percent of the net income of the 
Tennessee nonpar country banks for the 
year 1943 was represented by exchange and 
service charges. W-ithout this source of in­
come, 33 of these institutions would have 
had an operating deficit or a loss for that 
year, and a greater number would have 
shown earnings in an amount less than 
t1,000 for the entire year. 

I So, Mr. President, this is a very seri­
ous matter. It is an effort to change the 
system which has been built up through­
out the years; it is -an effort completely 
to turn around and face about, so to 
speak. 

I could say more on the subject; a 
great deal has already been said and 
much more will be said, but with these 
observations I think I sha~ content my­
self, and say that I hope the Maybank 
amendment will be agreed to by the Sen­
ate. 

Mr. RUSSELL. Mr. President, I de­
sire to address myself very briefly to the 
pending question. From having listened 
to the discussion on this floor yesterday 
by those who are opposed to the so-

called Maybank amendment one would 
think that something entirely new was 
being thrust upon the banking system of 
the country which endangered the fu­
ture soundness of our banks. 

The distinguished senior Senator from 
Michigan [Mr. VANDENBERG), With much 
more heat and vehemence than ac­
curacy, went so far as to designate the· 
exchange system and the absorption of 
exchange as a new device, and then he 
proceeded to indict himself for being an 
expert in banking a;nd plead guilty to 
the charge. I cannot accept expert tes­
timony of that type, even though I do 
not pretend to be an expert, when I know 
as an historical fact that the charging 
of exchange or the absorption of ex­
change are banking practices which are 
as old as commercial banking itself. 
The issue here is not as to whether some­
thing new is being engrafted on to the 
banking system of this country. The 
question which is being presented here 
in behalf of a group of small banks is 
as to whether they are to be crucified 
and federalized by an edict issued _by the 
Federal Reserve Bank Board. That is 
the issue. 

It has been said that this is a contro­
versial question. It is a controversial 
question; it is a controversy which has 
raged in the United States for almost 
half a century. Since I have been a 
Member of this body, which is not so long 
a time, there have been two big banking 
fights here as to whether or not we should 
enforce par clearance on all the banks 
in the United States, and this is a part 
of that fight. The Federal Reserve 
Board having failed to persuade the Con­
gress to give them these powers, comes 
here now under what I view as a wholly 
unwarranted construction of law, and 
attempts by an interpretation of a con­
gressional act to enforce the powers 
which the Congress denied them. 

Exchange was charged and exchange 
was absorbed by the banks a long time 
prior to 1933. It was the custom and 
practice from 1933 down to 1943, and the 
Federal Reserve Board, despairing of get­
ting congressional action which would 
be damaging to an infinitesimal number 
of banks of this country, so far as de­
posits are concerned, and in a way still 
further to promulgate their desire to in­
corporate all banks into a federalized 
system, and to break down the dual sys­
tem of banks, are now undertaking to en­
force this order. The question is not as 
to something new we are going to do to 
the banking interests, the question is 
whether or not Congress is going to pro­
ceed in an orderly manner to control the 
question of par clearance, or whether 
we are going to let the Federal Reserve 
Board do it by this r~gulation they have 
issued. 

Mr. President, in this country we have 
two great divisions of government which 
have to do with banks. We have our 
Federal Deposit Insurance Corporation, 
which organization is interested in every 
public bank in the United States, whether 
it be State or whether it be National. 
That Corporation is presided over by 
Han. Leo Crowley, an able administra­
tor, .and, for a. bureaucrat, a man wh9 

has .shown an intense recognition that 
the Congress does exist, and who seems 
to be willing to let Congress legislate in 
vital matters like that before us. The 
other division is the Federal Reserve 
Board, which has control of and respon· 
sibility for the members of its own Sys­
tem, and this ~oard is constantly reach· 
ing out for power, and seeking to exercise 
influence over all the banks in this coun­
try. 

Senators need not mistake the fact 
that the questi-on of the dual banking 
system, the question whether the State 
banks ought to be permitted to exist, the 
question of branch banking, as well as 
the question of the life and death of a 
number of smaller banks, are all wrapped 
up in the issue which is presented to us 
here today. For my part, I am willing 
to accept the statement of the Honorable 
Leo Crowley that no law conferred upon 
the Federal Reserve Board any power 
such as that they attempt to exercise 
because I can find no such law, and I can 
find no custom or practice of the Federal 
Reserve System in the past, which would 
justify them at the late date of Septem~ 
ber 1943 undertaking to change the sys..­
tem, and impose, indirectly by a flank 
attack on the smaller banks, what the 
Congress had twice denied when banking 
legislation was pending in these Halls. 

The smaller banks are merely asking 
that the system as it obtained prior to 
September 1943 be allowed to continue 
to operate until the Congress of the 
United States-the people's representa~ 
tive-themselves see fit to address them­
selves to this subject, and to pass some 
law which would regulate the system of 
the absorption of exchange and the ques ... 
tion of charging exchange. 

We hear much about the small busi"" 
nessmen in this country. Senators take 
the floor and pour out gushing words of 
sympathy for small business. In the 
matter which is pending before us there 
is involved the true segment of small 
businessmen of our country-the smaller 
banks-who ask that they be not re­
quired to change their methods and 
practice in banking-the operation of 
their business-unless it be done at the 
behest of the Congress of the United 
States. 

I say, Mr. President, that there is every 
justification for ·approving tlie Maybank 
bill, now pending as an amendment. 
Instead of striking down or endangering 
the entire economic system, as has been 
charged by some of those who are op~ 
posing the pending amendment, it mere..: 
ly leaves the banking system in the status 
and in the condition in which it has been 
since the beginning of the operation of 
commercial banking. 

These little banks are entitled to the 
relief sought; they are entitled to an op­
portunity to present their cause to the 
Congress of the United States. I was 
amazed to hear the argument made that 
because only 2 percent of the banks were 
involved it did not make any difference 
whether we legislated for them or not. 
Where have the rights of minorities in 
tl .. is country gone, where have the rights 
of small business in this country gone, if 
98 percent of the business is _to l;>e per-
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mitted to extinguish the life of the other 
2 percent without the .Congress of the 
United States passing a law under which 
the defendants are convicted and ex­
ecuted? 

The whole question of small business 
and the future of small business is 
bound up in this proposition. The regu­
lated is a step forward in federalizing all 
the banks, and it would result in crucify­
ing the smaller . banks, which are de­
pendent for their maintenance and for 
their operation upon the absorption of 
these exchange charges. 

The argument has been raised by the 
able Senator from Ohio, and perhaps by 
others, that the measure should not be 
taken out of the hands of the Banking 
and Currency CommitteP. in any such 
summary manner. I submit, and every 
Member of the Senate knows it is a fact, 
that there is nothing unusual in taking a 
bill that is pending in a committee and 
offering it as an amendment_ to some 
other proposition. The mere fact that 
hearings happen to be in progress at this 
time cannot alter that custom and that 
practice. It has been followed in­
.r_umerable times. A. legislative proposal 
separate and of a distinct character has 
beer~ pending in a committee, but when 
it seems that it could not be considered 
otherwise in .the Senate, it has been of­
fered as an amendment on the floor of 
the Senate. It may not be ·a good prac­
tice, but it would certainly not be a great 
conbolation to the little banks whose lives 
as businesses are involved in the pend­
ing amendment, to get a New Year greet­
ing telling them that the Banking and 
CUrrency Committee had concluded 
hearings on their bill just as the Seventy­
eighth Congress was dying. 
· The able and diligent Senator from 
South Carolina has made every effort, 
in and out of season, and some of us who 
are interested in the measure have sup­
·ported him as earnestly as we could, to 
see that the Committee on Banking and 
Currency did have a hearing, and finally 
a hearing is called just as we are get­
ting ready to adjourn and return to our 
homes, and because that hearing has 
been called, we are told the pending 
amendment should be defeated. I appeal 
to those interested in the dual system 
of banking, and those who believe in 
small business, to help us do justice by 
restoring the status ·quo of September 
1943. . . 

The PRESIDING OFFICER (Mr. EL­
LENDER in the chair) • The Senator's 
time has expired. 

Mr. TAFT. Mr. President, will the 
Senator from Georgia answer a qu~s­
tion in my time? 

Mr. RUSSELL. I shall endeavor to 
do so. 

Mr. TAFT. Does the Senator claim 
that under no circumstances can the 
absorption of exchange be a payment of 
interest? 

Mr. RUSSELL. Oh, no. Of course it 
could be drawn out to where it would 
amount to that; but the Senator is not 
undertaking . to define the absorption of 
exchange and what exchange is. The 
Senator from Ohio is taking the position 
that the Federal Reserve Board, in the 
absence of ·legislation from Congress, · 
has the right to declare a practice of 

50 years' standing as being the payment 
of interest, when the Congress has had 
opportunity after opportunity to legis~ 
late upon the subject and has never 
done so. 

Mr. TAFT. I do not understand the 
Federal Reserve Board has done that. 
I do not understand they have done any 
more than the F. D. I. C. has done; that 
is, make a regulation providing that if 
this practice is resorted to as a device for 
payment of compensation to a depositor 
for the use of his funds, then it is an 
indirect payment of interest, and in a 
particular case they ruled that the evi­
dence . showed that it had been used as 
a device for the payment of interest, for 
compensation for the use of funds. 
There is no regulation beyond that. If 
they attempt to stop the practice, it 
seems to me they have to bring suit and 
prevent the bank from doing it. There 
is a penalty involved. It seems to me 
the amendment proposed makes the pay­
ment of exchange legal under any cir­
cumstances, even though it is used as a 
device for the payment of interest. 

Mr. RUSSELL. Mr. President, the 
amendment as proposed perhaps in some 
circumstances might have that result, 
but Congress can cure this matter with­
out permitting the Federal Reserve Board 
to stifle the life of a number of small 
banl~s which are important to the agri­
cultural life of this country. 

Mr. TAFT. I should like to say that I 
question the Senator's statement in that 
r.sgard. After all, this is a method of 
charging the depositors a service charge, 
and it seems to me far more reasonable 
to charge the depositors directly that 
service charge and raise the same amount 
of money than it is to charge, in effect, 
the man who gets the check. 

Mr. RUSSELL. Yes. Of course, the 
Senator from Ohio knows that service 
charges in one form or another are made 
by all the banks, including the Federal 
Reserve System members. 

Mr. TAFT. Yes. 
Mr. RUSSELL. And that could be in 

the nature ·ot an interest charge. But 
the Senator from Ohio and the Federal 
Reserve System are not concerned with 
that type of service charge which op­
erates wholly within the bank. What 
they are doing is to pursue a course 
which is calculated to federalize tl'le 
banking system by bringing all the banks 
into the Federal Reserve System. 

Mr. TAFT. I do not agree with that 
statement at all. I do not see why it 
tends to bring the banks into the Fed­
eral Reserve System. It might conceiv­
ably have some effect in forcing a par 
clearance system, but that does not nec­
essarily bring them into the Federal Re­
serve System. In fact many of the 
smaller banks are ineligible for the Fed­
eral Reserve System today. 

Mr. RUSSELL. Yes; I am aware of 
that, but a number of them are eligible, 
and the Federal Reserve System has con­
ducted a threat campaign ever since its 
creation to endeavor to bring all the 
banl~s of this country who are eligible 
within the control of the Federal Re­
serve System, and if this is not a move­
ment in · that · direction, by eliminating 
one of the reasons why the banks have 

not heretofore joined, why then 1 am 
unable to understand it. 

The Senator from Ohio says that the 
decision was only made in the case of 
one bank; that the Board contended 
that the absorption of the exchange in 
that case was a payment of interest. 
That might be true, but the Senator 
knows also that the word went out from 
Federal Reserve headquarters here in 
Washington, down through the entire 
Federal Reserve System, that they had to 
cut out the absorption of exchange, be­
cause in any guise the Board would pre­
vent it and would penalize the members 
of the Federal Reserve System who par­
ticipated in the· absorption of exchange, 
whatever might be its amount. · 

Mr. TAFT. I do not think anyone can 
question the regulation. The Senator is 
simply saying that the Federal Reserve 
System is interpreting this regulation in 
an incorrect manner. If it is doing so, I 
do not see why the courts are not capable 
of determining the meaning of the stat­
ute and of the regulation. The Federal 
Reserve System has not assumed to make 
a regulation which says that this is an 
illegal practice. 

Mr. RUSSELL. I understand it is an 
interpretation which they have under­
taken to issue to take the place of law; 
What I was beginning to say, in answer 
to the Senator's question, when he an­
swered his own question himself, was 
that word went down through all the 
Federal Reserve banks, through the en­
tire System, that the Reserve banks could 
not deal with these small banks any 
longer on the basis of .absorption of ex­
change. The Federal Reserve System 
may win a temporary victory here today 
by referring to the fact that banks hav­
ing 98 percent of the deposits of this 
country are in favor of this System, but 
the word that went out from the Federal 
Reserve System will be like the word that 
went out from Shushan, the palace, that 
Mordecai, the Jew, should die; they are 
building a gallows here on which they 
will eventually hang, in my judgment, 
when the people of this country, who are 
not in favor of control by the big banks, 
see what is really being done to the dual 
system of banking in the United States, 
and the spread throughout the country 
of a complete system of branch banking 
that will follillw if all the small inde­
pendent banks are dried up. 

Mr. TAFT. But the Senator should 
know that in my ·state all the small 
banks, the small-bus~ness men, are 
against the bill which is now offered in 
the form of an amendment. The con­
dition the Senator states is merely a local 
situation in a limited number of States, 
and so far as I am concerned, far from. 
it being a fight between large and small 
banks, it is a fight in behalf of all the 
banks of my State against the bill itself. 

Mr. RUSSELL. Yes; I know. I ap­
preciate that the Senator has permitted 
me to speak in his time. If I had more 
time I would have adverted to the many 
reference which have been made to the 
tremendous number of telegrams which· 
have come in. Of course, when the Fed .. 
eral Reserve System, as powerful as it is, 
puts on a campaign like they have at the 
present time, they, through the control 
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of the State banking associations and 
others can flood their Senators' offices 
with telegrams. 

Are we to legislate here on a question 
that involves the right of a minority of 
the banks of the country, solely and ex­
clusively on the number of telegrams 
and the opposition of · the banks that 
are members of the Federal Reserve Sys­
tem, or that are under obligation to the 
Federal Reserve System? We are insist­
ing on the rights of the minority who 
are not in the Federal Reserve System, 
and who are not controlled or whose 
spokesmen are not under the control of 
the Federal Reserve System. 

Mr. TAFI'. The most effective wit­
ness I heard was a small banker from 
Beatrice, Nebr., who was not a member 
of the Federal Reserve System, who was 
operating a par bank, whose argument 
was that it was the only proper way to 
run a bank: that he had succeeded where 
others had failed, because he did run a 
par-clearance bank, and had given up 
the practice of nonpar clearance which 
existed when he entered the business. 
He was the most effective witness I 

_heard. He was a small-business man. 
I do not say that the number of tele­

grams is to be considered as conclusive; 
I never made such an argument; but, 
inasmuch as the committee had no op­
portunity to make a report, I thought 
those facts ought to be before the Senate. 

Mr. RUSSELL. I doubt not that the 
witness . described by the Senator made 
a profound impression, because he is the 
exception that proves the rule that 
nearly all the small independent bankers 
are opposed to this interpretation of the 
act of Congress as wholly unwarranted. 

Mr. BANKHEAD. Mr. President, of 
course, within 5 minutes it is impossible 
for me to undertake a thorough discus­
sion of the issues involved in this meas­
ure, so I shall confine my remarks to one 
phase of the matter. I shall discuss a 
subject which has been talked about so 
much within the last few years, but 
about which very little has been done, 
and that is rule by bureaus. 

Since 1935-at least that far back­
the Federal Reserve System has been en­
deavoring to establish the rule laid down 
in regulation Q. They have known dur­
ing all that time that the smaller banks 
and their friends resisted their right to 
put into effect any such regulation. 
What have they done about it? Have 
they ever come to the Congress of the 
United States and asked to be allowed 
to do that which the opponents said 
they had no power to do? No. They 
have been here when other measures 
have been under consideration during 
that time. They could have put this 
program into numerous bills they have 
presented to Congress, and secured its 
adoption. But they dared not come here 
and ask in an open aboveboard way for 
this power to oppress the smaller banks. 

What is interest, Mr. President? This 
measure, as can be seen, merely pro-

. vides that the pr~sent law shall not be 
·deemed to prohibit the absorption of ex­
change or collection charges by member 
banks. It is proposed to establish that 
rule by regulation Q, as follows: 

No member bank shall directly or indi­
rectly by any device whatsoever pay any in­
terest on any deposit which is payable on 
demand. 

The Board says tt has the right to 
define what is interest . under that 
section, and that is the section from 
which it claims to obtain authority for 
the regulation promulgated by it. 

What is interest, Mr. President? Who 
does not know the common understand­
ing and acceptation of the word "inter­
est"? Is interest a service charge made 
in the regular course of events, not made 
temporarily, not made because of some 
expediency, but made over 100 years in 
the due course of banking business? Is 
interest something which has always 
been classified and termed and recog­
nized as a service charge, an exchange 
charge, a charge for doing the work 
necessary to collect an item, a check; we 
will say, for some other banker or some 
customer, or perhaps a charge for send­
ing out a messenger, the payment of 
postage, the use of stationery? 

Now, at this late date, afraid to come 
to Congress, the Federal Reserve Board 
issues a flat-in effect, it enacts a law­
saying that this practice shall be stopped, 
because it is said to be equivalent to the 
payment of interest. In its might and 
power, the Federal Reserve Board calls 
it. an interest charge. That is an ab­
surdity in the mind of every practical 
and understanding man in the CO\lntrY. 
The Board engages in a subterfuge to 
claim power which it does not possess, 
and which it dared not use until now, 
after the program had been in operation 
all these years, and after such authority 
as the Board has on the subject was 
vested in it many years ago. -

I submit, Mr. President, that the Fed­
eral Reserve Board should not be per­
mitted to affect the very lives of so many 
small banks, endanger their credit, and 
threaten the security of many depositors. 
When Congress is in session most of the 
time, the Federal Reserve Board should 
not be permitted to usurp the function of 
Congress by issuing decrees. It should 
be required to do as other agencies must 
do under the orderly processes of govern­
ment. 

As has been stated in this debate, the 
Board has a friendly committee in the 
Senate. Long ago it could have brought 
to the attention of Congress what ~t de­
sired to do. Instead, the Board has as­
serted its own power to do something 
which Congress has not been willing to 
do. When the Board first attempted to 
put its rule in effect, it was bitterly re­
sisted by Members of the Senate and of 
the House, indeed, so strongly resisted 
that the effort, made in 1935, 9 long years 
ago, was abandoned. A great man in 
the House of Representatives, who was 
an outstanding friend of the small bank­
ers of the country, made the fight 
against the effort in 1935, and the Fed­
eral Reserve Board backed down in the 
face of his opposition. I refer to the 
late chairman of the House Committee 
on Banking and Currency, Henry Stea­
gall. The effort to put into effect an un­
law'ful rule was not renewed until that 
great man had passed away. l'hen, 

without delay, the B~ard said, "Here is 
our opportunity. We will now go to 
work~'' As a result, we are here today, 
trying to prevent the rule of bureaucracy. 

Mr. President, I ask unanimous con .. 
sent to have printed in the RECORD at 
this point as a part of my remarks a 
definition of "interest" from Bouvier's 
Law Dictionary, third revision; also a 
provision of the National Bank Act, 
which is found in section 5197 of the 
Revised Statutes. 

There being no objection, the matter 
referred to was ordered to be printed in 
the RECORD, as follows: 

DEFiNITION OF INTEREST 

(Bouvier's Law Dictionary, third revision) 
On debts: The compensation which is paid 

by the borrower of money . to the lender for 
its use, and, generally, by a debtor to his 
creditor in recompense for his detention of 
the debt. 

The compensation allowed by law or fixed 
by the parties to a contract for the use or 
forbearance or detention of money. (Fisher 
v. Hoover (3 Tex. Civ. App. 81, 21 S. W. 
930) .) 

DIFFERENCE BETWEEN INTEREST AND EXCHANGE 

The National Bank Act recognizes the dif· 
ference between interest and exchange by 
the following provision, which is found at 
the end of section 5197 of the Revised Stat­
utes (12 U. S. C., sec. 85) which reads as 
follows: 

"And the purchase, discount, or sale of a 
bonafide bill of exchange, payable at another 
place than the place of. such purchase, dis­
count, or sale, at not more than the current 
rate of exchange for sight drafts in addition 
to the interest, shall not be considered as 
taking or receiving a greater rate of interest." 

Mr. PEPPER. Mr. President, I 
heartily concur in the able argument 
which has been made by the distin­
guished Senator from Alabama [Mr. 
BANKHEAD l in behalf of the pending 

. amendment. 
This amendment would simply pre­

serve a practice which has been common 
to the small country banks of this coun­
try for more than 100 years, and which 
has continued without interruption dur­
ing the 10 years that the interest prpvi­
sion has been in the statute, under 
which, at last, the Federal Reserve Board 
has laid down this prohibition. 

Mr. President, approximately 2,700 
country banks are affected by this regu­
lation of the Federal Reserve Board. 
Those 2,700 country banks serve 2,700 
rural communities, which are not a part 
of the city areas of the Nation. 

Surely if we were to do anything, as a 
Congress, to affect the banking structure 
of this country, we should do something 
which would give greater encouragement, 
strength, and protection to the small 
banks of the country. ·we all know that 
in the opinion of some, the small bank: 
should go the way of the independent 
grocery store. There are some who be­
lieve that we should have a national fiscal 
structure, out of which should be driven 
entirely the country banks. There are 
those who believe that the whole bank­
ing structure of the country should be 
centered in the great city banks, and 
that wherever there are small banks, 
they should have their existence only as 
a part of a great chain of banks. 
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Mr. President, I wish to preserve in 

America the right of the citizen to sit 
across the desk from the man who actu­
all~, operates the bank. I wish to pre­
serve in the loan policy of the banks of 
this country the personal equation, and 
the element of personality in the· bor­
rower himself. I do not wish to have 
the president of a large bank, sitting at 
the top of an air-conditioned building 
in some great city, in the cold isolation 
of his ivory tower, passing upon the 
lives, hopes. and dreams of the people 
of the Nation who call upon the banking 
structure for aid when he considers loans 
which are proposed to be made by banks 
of his chain all over the State or the 
area which he dominates. 

In the interest of preserving the small 
and independent banks of America, I 
hope that the pending amendment will 
be adopted. 

Mr. LA FOLLETTE. Mr. President, in 
the brief t ime at my disposal it will be 
impossible for me to discuss the various 
aspects of the amendment which is now 
before the Senate. Let me say briefly 
that I cannot share the apprehensions 
expressed by Senators who have spoken 
i'1 opposition to the amendment, in _view ­
of the fact that this practice was con­
tinued for some time, and in view of the 
further fact that I do not believe that 
this case is on all fours with the action 
taken by the Congress in amending the 
Federal Reserve Act in 1933 :;tnd 1937. 

I ask unanimous consent to · have 
printed in the RECORD at this point as 
a part of my remarks a letter which I 
have received from Mr. W. T. Doar, vice 
president of the Bank of New Richmond, 
at New Richmond, Wis. The letter was 
written on April 21, J.944, to Mr. George 
D. Prentice, president of the Wisconsin 
Bankers' Association, Milwaukee, Wis. I 
have Mr. Doar's permission to insert the 
letter in the RECORD. 

I myself intend to vote for the pending 
amendment, because I believe that under 
all the circum~tances ·the action it pro­
poses is justified. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

BANK OF NEW RICHMOND, 
N ew Richmond, Wis., ApriL 21, 1944. 

Mr. GEo. D. PRENTICE, 
President. Wisconsin Bankers' Association, 

Milwaukee, Wis. 
DEAR MR. PRENTICE: Your communication 

as presid~nt of the Wisconsin Bankers' Asso­
ciation, of April 6, 1944, addressed "to all 
association members" concerning, as you say, 
"opposition to legislation pending before 
Congress which would define absorption of 
exchange as not constituting payment of in­
terest on demand deposits and therefore not 
in violation of regulation Q as interpreted 
by the Federal Reserve Board ' aroused my 
interest and accordingly 1 made some study 
of the subject matter. I think we should 
take a positive stand in support of the legis­
lation. 

I have had access to the document con­
taining the hearings before the Committee 
on Banking and Currency of the House of 
Representatives and have also examined let­
ter put out by the National Association of 
Credit Men, and have considered the opinion 
of Han. Francis C. Brown, general counsel 
of the Federal Deposit Insurance Corporation, 
and the communication of Han. Leo T. 
Crowley, Chairman of the Federal Deposit 

Insurance Corporation; of· March· 16, 1944, as 
well as communications issued by Ben Du­
Bois, secretary of the Independent Bankers' 
Association, and much other information on 
the su~ject. · 

The more I considered the information 
above referred to, the more I became con­
vinced that it is a subject that vitally in­
terests all banks and that your letter would 
have the effect of assisting those who are 
attempting to defeat the bill. I am an officer 
and director in three State banks and a di­
rector in a fourth, all located in this part of 
Wisconsin, and I keep in touch with the af­
fairs of these banks and I have, therefore, 
a · keen interest in any legislation affecting 
banks or banking. 

The Maybank bill. S. 1642, which is a 
companion bill of H. R. 3956 (so-called Brown 
bill ~hat was overwhelmingly passed by the 
House of Representatives) is aimed to clarify 
by l~~1slation the question of whether or 
not the absorption of exchange charges con­
stitutes the payment of interest on demand 
deposits. 

The Maybank bill above referred to, reads 
as follows: 

"Be it enacted, etc., That the first sentence 
of the .twelfth paragraph of section 19 of the 
Federal Reserve Act, as amended (relating to 
the payment of interest by member banks on 
demand deposits), is amended by inserting, 
befor~ the period at the end thereof, a col0n 
and the following: 'Provided. further, That 
this paragraph shall not be deemed to ·pro­
hi'qit the absorption of exchange or collec­
tion charges by m.ember banks'." 

A strict interpretation of th~ above legis­
lation would mean· that all banks will be 
permitted to carry on their interbank rela­
tionships in a cordial and friendly manner 
and without interference by unwarranted 
regulations. 

You state in the second paragraph of your 
letter that the association should maintain 
a neutral position on the Brown and May­
bank bills. However, you, as president of 
the w ·isconsin Bankers' Association, indi­
rectly, if not directly, advocate defeat of the 
Maybanl~ bill and use the facilities of the 
association in circularizing your view to its 
members. In suggesting the defeat of the 
bill you have apparently based your premise 
largely uppn the assumption that it will tend 
to enforce par clearance. I do not agree with 
ycur view in this respect and believe that 
the American banking fratern~ty should be 
given credit for having sufficient business 
acumen and foresight to determine the man­
ner in which it proposes to operate its 
affairs. I do not believe that the passage of 
the Maybank bill would cause any banker to 
engage in any practice which could be con­
strued as being in violation of the general 
principle involved in the question of pay­
ment of interest on demand deposits. The 
four banks with which I am associated are 
nonpar banks, and the income derived from 
their exchange charges constitutes a substan­
tial portion of their net earnings. I, there­
fore, strenuously object to the manner · in 
which the Federal Reserve Board is attempt­
ing indirectly to enforce par clearance 
through an administrative ruling without 
proper legislative authority. The Federal 
Reserve Board's interpretation of regula­
tion Q directly affects the operations of 
t-..ese banks, and, in addition, we are con­
fronted with unnecessary expense and con­
fusion in carrying out our customers' rela­
tions. 

The absorption of exchange charges by cor­
respondent banks is an old-established prac­
tice, and I do not believe that it was the 
i:atent of Congress · ta prohibit such prac­
tice when they voted for the Banking Acts 
of 1933 and 1935. If it had been the intent 
of Congress to enforce universal par clear­
ance, would it not have amended paragraph 
(1) of section (13) of the Federal Reserve· 
Act, as amended by the act of June 21, 1917, 

which expressly does not prohibit a National 
bz.nk or a State bank that is a member of the 
Federal Reserve System from charging ex­
change up to 10 cents per $100 or fraction 
thereof, except that no charge :...hall be made 
on cash letters received from the Federal 
Reserve banks. 

The merits of par clearance are not at issue 
in the proposed legislation, and I can only 
believe that you have ·overlooked the para­
mount issue in the controversy, which is: 
Are we to be governed by legislation or by 
regulation? 

According to a news item in American 
Banker of date April 15, 1944, the Federal 
Reserve Board has now reversed its interpre­
tation of regulation Q, as published in · 
the September 1943, issue of the Federal Re­
serve Bulletin and confines such interpreta­
tion to instances where the absorption of 
e~change is applicable to those cases where, 
to quote from the news item, "a bank ab­
sorbs exchange 'as a matter of operating ef- ­
ficiency,' and does not do so under contract 
and as an inducement to attract demand de­
posits, it is not in violation of regulation · 
Q and the exchange fees absorbed are not . 
held to be a payment of interest illegally on 
demand deposits." Despite this change in 
the rule of the Federal Reserve Board, I 
still believe the question should be definitely 
settled at this time and, believe that the · 
Maybank bill will clarify the situation by · 
legislative action. 

The defeat of. the Maybank bUl will, in my _ 
opinion, have a damaging effect on· the fu­
ture of the small or country banks, which in 
thls State constitutes the major portion of 
those outside the city of Milwaukee. Fur­
thermore, I believe that to permit interpreta­
tions of statutes by the Federal Reserve 
Board will definitely hasten the day when 
our dual banking system is a .. thing of the 
past. As an association, should not the fu­
ture welfare of the majority of the banks 
in the State be considered rather than the 
benefit that will .inure to those few cor­
respondent banks in the larger centers? On 
inquiry. I have failed to find that any of 
the banks in this section of the State had 
an opportunity to express their views on this 
subject and, therefore, I respectfully and 
seriously question your statement that a sub­
stantial majority of the members of the 
association 9.;re opposeq to this legislation. 
I, therefore, think your letter might con­
tribute to the defeat of the Maybank bill. It. 
is my view that this bill should become a law. 

I am forwarding a copy of this letter to 
each bank in the State of Wisconsin in .order 
that the association members may be ap­
prised of my views. Furthermore, I respect­
fully urge. bankers to give some attention 
to the importance of the passage of this bill 
and that such bankers should communicate 
with the Senators 'in the United States Sen-­
ate and urge the passage of the bill. 

Yours very truly, 
W. T. DoAR, 
Vice President. 

Mr. TAFT. · Mr. President, I request no 
further time. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment of the Senator from South Caro­
lina [Mr. MAYBANKL 

Mr. TAFT. I suggest the absence of a 
quorum .. 

The PREEIDING OFFICER. The 
clerk will call the roll. 

The Chief Clerk called the roll, and the 
following Senators answered to their 
names: 
Aiken 
Austin 
Bailey 
Bankhead 
Bilbo 
Brewster 
Brooks 
Buck 

Burton 
Bushfiel.d 
Butler 
Byrd 
Capper 
Caraway 
Chandler 
Chavez 

Clark, Mo. 
Connally 
Cordon 
Danaher 
Davis 
Downey 
Ellender 
Ferguson 
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George 
Gerry 
Gillette 
Green 
Guffey 
Gurney 
Hall 
Hatch 
Hawkes 
Hayden 
Hill 
Holman 
Jenner 
Johnson, Call!. 
Johnson, Colo. 
La Follette 
Langer 
Lucas 
McCarran 

McClellan 
McFarland 
McKellar 
Maloney 
May bank 
Mead 
Millikin 
Murray · 
O'Daniel 
Q'Mahoney 
Pepper 
Radcliffe 
Reed 
Revercomb 
Reynolds 
Robertson 
Russell 
Shipstead 
Smith 

Stewart 
Taft 
Thomas, Idaho 
Thomas, Okla. 
Thomas, Utah 
Truman 
Tunnell 
Tydings 
Vandenberg 
Walsh 
Weeks 
Wheeler 
Wherry 
White 
Wiley 
W11lis 
Wilson 

The PRESIDING OFFICER. Seventy­
nine Senators have answered to their 
names. A quorum is present. 

Mr. TAFT. Mr. President, I yield 2 
minutes to the junior Senator from . 
Maryland [Mr. RADCLIFFEl. 

Mr. RADCLIFFE. Mr. President, at 
this late hour I shall not attempt any 
discussion of the merits of the pending 
amendment, but merely refer to one as­
pect of procedure. 

I am in sympathy with doing every­
thing which can properly be done for 
the small banks, but the Banking and 
Currency Committee, of which I am a 
member, has held hearings in regard to 
the so-called Maybank bill for only a few 
days. Many important witnesses- have 
expressed a wish to be heard and so far 
there has been no such opportunity. We 
know that the Federal Reserve Board 
and the Federal Deposit Insurance Cor­
poration are not in accord with regard 
to this amendment. I hope that the 
Senate will not attempt to pass upon this 
important subject today. I am sure that 
if the Senate will wait until the hearings 
can be completed it will be only a month 
or so before the measure can come be­
fore the Senate, in due course. 

Mr. RUSSELL. Mr. President, will the 
Senator yield? 

Mr. RADCLIFFE. I yield. 
Mr. RUSSELL. I ask the Senator 

when the hearings on this bill were com­
menced? 

Mr. RADCLIFFE. They were begun 
several days ago. 
· Mr. RUSSELL. Does not the Senator 
from Maryland know that it would be 
absolutely impossible for the committee 
to go throus-h a lengthy hearing ahd at 
this session of Congress give the people 
the relief which is sought in the May­
bank bill? The bill has been • before 
us since January of this year, and now, 
on the eve of adjournment, when we are 
expecting to go home for Christmas, it 
is suggested that hearings be held. 

Mr. BANKHEAD. Mr. President, I 
may say to the Senator that if the bill 
were passed it would merely retain the 
present status quo. 

Mr. RADCLIFFE. Mr. President, I 
should like to iiay to the Senator from 
Georgia that the Banking and Currency 
Committee has been very busy with vari­
ous matters. I do not know whether it 
was possible to take up the bill at an 
earlier date. In view of the fact that 
the hearings have already proceeded in 
part, they could be taken up again I 
believe, shortly after the first of the year 
on a similar bill and soon completed. 

This matter is quite technical and is 
one of considerable magnitude. I ·hope 
the Senate will not deviate from its 
customary procedure as to hearings but 
will later on consider carefully the situa­
tion as to smaller banks, and also ex­
amine into other serious questions in­
volved. 

I hope the amendment will not prevail. 
We can study the merits of the measure 
later on in our customary manner. 

Mr. TAFT. I yield 1 minute to the 
junior Senator from Kentucky for the 
purpose of inserting something in the 
RECORD. 

Mr. CHANDLER. Mr. President, last 
March I asked the director of the divi­
sion of banking of my State to express 
his view in respect to the proposed legis­
lation. I have received a letter from 
him in reply to my request, and I ask 
that it be printed in the RECORD at thls 
point as a part of my remarks. 

There being no objection, the letter 
was ordered to be printed in the RE;CORD, 
as follows: 

DEPARTMENT OF 
BUSINESS REGULATION, 

DIVISION OF BANKING, 
Frankfort, March 28, 1944. 

Senator A. B. CHANDLER, 
United States Senate Office Building, 

Washington, D. C. 
DEAR HAPPY: I desire to call your attention 

to Senate bill 1642 introduced by Senator 
BURNET MAYBANK. This is an identical bill 
to the one introduced by Congressman PAUL 
BROWN, and known as H. R. 3956, which has 
already passed the House. 

The purpose of this bill is to permit banks 
desiring to do so to continue th~ practice of 
absorbing exchange charges. This practice 
has been followed for many, many years, and 
the question has received the attention of 
Congress in the past and Congress has per­
sistently refused to enact legislation pro­
hibiting the practice. It appears that the 
Federal Reserve Board, desiring to prohibit 
the practice, has attempted to do by regula­
tion what legislators have refused in legisla­
tion, by interpreting regulation Q, issued by 
the Federal Reserve Board, as prohibiting the 
absorption of exchange charges by interpret­
ing such absorption as the payment of in­
terest upon demand deposits. This inter­
pretation is contrary to the interpretation 
given by the Federal Deposit Insurance Cor­
poration under its regulation IV. 

There has apparently been a disagreement 
between the Federal Deposit Insurance Cor­
poration and the Federal Reserve Board for 
a number of years, and in February 1937 the 
two Federal agencies apparently agreed that 
the absorption of exchange charges where 
demand deposits were not solicited by means 
of an offer to absorb the exchange charges, 
did not constitute the payment of interest 
upon demand deposits, and therefore, <lid 
not violate regulation IV of the F. D. I. C. 
or regulation Q of the Federal Reserve Board. 

Only recently the Federal Reserve Board 
has issued a new interpretation upon the 
matter, thus again forcing the attention of 
the matter to Congress. Since the enforce­
ment of the Federal Reserve Board's present 
interpretation would disrupt and interfere 
materially with the normal correspondent 
banks' relationship and service, it is uy 
opinion that unless the Federal Reserve Board 
will recede from its present interpretation 
as they did in 1937, at the request of certain 
members of the appropriate committees of 
Congress, the Maybank bill should be passed, 
thus preventing the Federal Reserve Board 

.from interpreting regulation Q so as to in-

terrupt the normal relationship between the 
correspondent banks and their country b~nk 
customers. 

There are only 8 or 10 banks in Kentucky 
making exchange charges; therefore, it is not 
a serious question in Kentucky, but the in­
terpretation of regulation Q shows a trend 
toward Federal interference with State banks, 
which are not. under the supervision of the 
Federal agency, since the apparent result 
of the interpretation would force all banks 
whether members of the Federal Reserve Sys­
tem or not upon a par clearance basis. 
Frankly, I am in favor of par clearance, but 
I do not believe it is proper for par clearance 
to be forced under the means evident in 
regulation Q. 

Therefore, I hope that you will give your 
serious consideratiOB to Senator MAYBANK's 
bill, and that you will look with favor upon 
its passage. I · am quite sure that you can 
obtain complete information concerning the 
propriety of this bill from our mutual friend 
Mr. Leo T. Crowley. 

With kindest personal regards, I am, 
8incerely yours, ' 

HIRAM WILHOIT, 
Director. 

Mr. TAFT. Mr. President, I yield 2 
minutes to the senior Senator from Ne­
braska [Mr. BUTLER]. 

Mr. BUTLER. · Mr. President, as a 
member of the Committee on Banking 
and Currency, I have attended the hear­
ings which have been held during the 
past several days in connection with the 
so-called May bank bill, which was offered 
here as an amendment to the crop-in­
surance · bill. I fear that in the excite­
ment of the occasion we are perhaps 
allowing the tail to wag the dog. 

I invite the attention of the Senate 
for a moment to the main bill which is 
under consideration at this time, and in 
which many of us are intensely ·inter· 
ested. It involves the question of crop 
insurance for the farmers of America. 
We may have a divided opinion concern· 
ing the merits of the amendment under 
consideration; in fact, there may be a 
division of opinion among the bankers 
of my own State with regard to the sub­
ject; but I do not believe that we should 
run the risk of a veto of the crop-insur· 
ance bill by attaching to it an amend­
ment which might wreck the Federal 
Reserve System, whose operations have 
been a great success. I am inclined to 
believe that the administration would 
look with disfavor upon the proposed 
amendment. 

Mr. TAFT. Mr. President, I desire to 
take no more time, and I ask for the 
yeas and nays. 

The PRESIDING OFFICER. The 
question is on agreeing to the ani end­
ment offered by the Senator from South 
Carolina [Mr. MAYBANK], on which the 
yeas and nays are demanded. Is the 
demand sufficiently seconded? 

The yeas and nays were ordered, and 
the legislative clerk proceeded to call the 
roll. 

Mr. BUCK <when his name was 
called). On ~his vote I have a pair with 
the junior Senator from Mississippi [Mr. 
EASTLAND]. I understand that if he were 
·present and voting that he would vote 
"yea." If permitted to vote, I should vote 
"nay." 

:!\1r. REED <when his name was called). 
I have a general pair with the senior 
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Senator from New York [Mr. WAGNER]. 
I understand that if he were present he 
would vote as I am about to vote. . There­
fore, I am at liberty to vote. I vote 
"nay." 

Mr. WILEY <when his name was 
called). Mr. President, for reasons 
which appear adequate to me I ask that 
I be excused from voting on this ques­
tion. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Wisconsin that he be excused from 
voting on the pending question? The 
Chair hears no objection, and the Sena-
tor is excused. · 

The roll ca11 was concluded. 
· Mr. HILL. I announce that the Sena­
tor from Kentucky [Mr. BARKLEY] and 
the Senator from Virginia [Mr. GLAss] 
are absent from the Senate because of 
illness. 

The Senator from Utah Mr. MUR­
DOCK] is absent on official business for 
the Senate. 

The Senator from Iowa [Mr. GILLETTE] 
and the Senator from Pennsylvania [Mr. 
GUFFEY] are detained in Government de­
partments on matters pertaining to their 
respective States. 

The Senator from New York [Mr. 
MEAD] and the Senator from Montana 
£Mr. MuRRAY] are detained in committee 
meetings. 

The Senator from Florida [Mr. AN­
DREWs]. the Senator from Idaho [Mr.· 
CLARK], the Senator from Mississippi 
£Mr. EASTLAND], the Senator from West 
Virginia [Mr. KILGORE], the Senator from 
Louisiana [Mr. OVERTON],· the Senator 
from Nevada [Mr. ScRUGHAMJ, the Sen­
ator from New York [Mr. WAGNER], the 
Senator from Washington [Mr. WALL­
GREN], and the Senator from Montana 
[Mr. WHEELER] are necessarily absent. 

I am advised that if present and vot­
ing, the Senator from Idaho· [Mr. CLARK], 
the Senator from West Virginia [Mr. 
KILGORE], the Senator from Utah [Mr. 
MuRDOCK], the Senator from Nevada 
[Mr. ScRUGHAMJ, and the Senators from 
New York [Mr. MEAD and Mr. WAGNER] 
would vote "nay." 

The Senator from Florida [Mr. AN­
DREWS] is paired with the Senator from 
Montana £Mr: WHEELER]. I am advised 
that if present and voting, the Senator 
from Florida would vote "yea," and the 
Senator from Montana would vote "nay." 

Mr. THOMAS of UTAH. I have a 
general pair with the Senator from New 
Hampshire [Mr. BRIDGES]. I transfer 
that pair to the Senator from Virginia 
[Mr. GLASS], who, I am advised, if pres­
ent and voting, would vote "nay." I am 
not advised how the Senator from New 
Hampshire would vote. I vote "nay." 

Mr. WHERRY. The Senator from 
~sota [Mr. BALL], the Senator from 
Idaho [Mr. THOMAS], and the Senator 
from New Hampshire [Mr. TOBEY] are 
necessarily absent. If present these 
three Senators would vote "nay." 

The Senator from New Hampshire 
[Mr. BRIDGEs), the Senator from Okla­
homa [Mr. MooRE], and the Senator 
from North Dakota [Mr. NYE] are neces­
sarily absent. 

XC-594 

The result was announced-yeas 25, 
nays 45, as follows: 

YEAs-25 
Bailey George May bank 
Bankhead Green O'Daniel 
Bilbo Hall Pepper 
Bushfield Hill Reynolds 
Caraway La Follette Russell 
Chandler Langer Stewart 
C<mnally McClellan Wherry 
Downey McFarland 
Ellender McKellar 

. !; NAYB-45 

Aiken Gurney Robertson 
Austin Hatch Shipstead 
Brewster H::~.wkes Smith 
Brooks Hayden Taft 
Burton Holman Thomas, Okla. 
Butler Jen ner Thomas, Utah 
Byrd Johnson, Colo. Truman 
Capper Lucas Tunnell 
Chavez M cCarran Tydings 
Clark, Mo. Maloney Vandenberg 
Cordon Millikin Walsh 
Danaher O'Mahoney Weeks 
Davis Radcliffe White 
Ferguson Reed Willis 
Gerry Revercomb Wilson 

NOT VOTING-25 
Andrews Guffey Scrugham 
Ball Johnson, Calif. Thomas, Idaho 
Barkley K ilgore Tobey 
Bridges Mead Wagn er 
Buck Moore Wallgren 
Clark, Idaho Murdock Wheeler 
Eastland Murray Wiley 
Gillette Nye 
Glass Overton 

So Mr. MAYBANK's amendment was re-
jected. · 

The PRESIDING OFFICER. If there 
be no further amendment to be pro­
posed, the question is on the engross­
ment of the amendments and the third 
reading of the bill. 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. 

The bill (H. R. 4911) was read the third 
time and passed. 

Mr. MEAD subsequently said: Mr. 
President, I have a brief announcement 
to make. I was detained after the noon 
period in presiding over the special war 
committee. I heard the bells which in­
dicated that the roll was being called to 
ascertain the presence of a quorum. I 
immediately prepared to leave my com­
mittee room and come to the Senate 
Chamber. I wish to say that riding on 
the monorail car in the subway be­
tween the Senate Office Building and the 
Senate Chamber the noise was so dis­
tracting and disturbing that I did not 
hear the bell announcing the taking of 
the vote, and when I reached the Senate 
floor the vote had just been completed. 
Therefore, I missed the vote on the May­
bank amendment. Had I been present, 
as I would have been if I had heard the 
bell-it was not my fault that I did not 
hear it, of course-! would have voted 
against the amendment. 

Mr. THOMAS of Oklahoma. I move 
that the Senate insist on its amend­
ments, request a conference with the 
House of Representatives thereon, and 
that the Chair appoint the conferees on 
the part of the Senate. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. THOMAS 
of Oklahoma, Mr. WHEELER, Mr. BANK­
HEAD, Mr. ELLENDER, Mr. RUSSELL, Mr. 
CAPPER, Mr. SHIPSTEAD, and Mr. AIKEN 
conferees on the part of the Senate. 

PROPOSED CALL OF CALENDAR 

Mr. HILL. Mr. President, I wish to 
state that as soon as possible, the crop 
insurance bill having been disposed of, I 
shall ask that the Senate proceed to the 
consideration of unobjected-to bills on 
the calendar, starting where the last call 
left off. 

G. H. GARNER-CONFERENCE REPORT 

Mr. ROBERTSON submitted the fol­
lowing report: 

The committee of conference on the d is­
agreeing votes of the two Houses on the 
amendments of the Senate to the bill (H. R. 
1963) for the relief of G. H. Garner, having 
met, after full and free conference, have 
agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its amend­
ment numbered 2. 

That the House recede from its disagree­
ment to the amendment of the Senate num­
bered 1, and agree to the same with an 
amendment as follows: In lieu of the 
figures "$1,250" insert the figures "$1,750"; 
and the Senate agree to the same. 

ALLEN J. ELLENDER, 
E. V. ROBERTSON, 

Managers on the _part ot the Senate. 
THOS. G. ABERNETHY, 
JOHN JENNINGS, Jr., 

Managers on the part of the House. 

The report was agreed to. 

SIGFRIED OLSEN-SIGFRIED OLSEN SHIP­
PING CO.-CONFERENCE REPORT 

Mr. O'DANIEL submitted the follow­
ing report: 

The committee of conference on the dis- · 
agreeing votes of the two Houses on the ' 
amendments of the Senate to the bill (H. R. · 
2825) for the relief of Sigfried Olsen, doing 
business as Sigfried Olsen Shipping Co., hav­
ing met, after full and free conference, have\ 
agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its amend­
ment to the title of the bill. 

That the House recede from its disagree­
ment to the amendment of the Senate to the 
text of the bill and agree to the same with an 
amendment, as follows: Omit the matter 
proposed to be inserted by the said amend­
ment, and in lieu of the sum proposed in 
line 7, page 1, of the House engrossed bill, 
insert the sum "$37,710.13"; and agree to 
the same. 

w. LEE O 'DANIEL, 
TOM STEWART, 
KENNETH S. \VHERRY, 

Managers on the part of the Senate. 
DAN R. McGEHEE, 
J. W. MURPHY, 
W. A. PrrrENGER, 

Managers on the part ot the House. 

The report was agreed to. 
ADDITIONAL COPIES OF HEARINGS BE­

FORE SPECIAL COMMITTEE ON POST­
WAR ECO~OMIC POLICY AND PLANNING 

Mr. HAYDEN. Mr. President, from . 
the Committee on Printing I report back 
favorably without amendment, Senate 
Resolution 353, and ask unanimous con­
sent for its immediate consideratioi). 

The PRESIDING OFFICER. Is there 
objection? 

Mr. WHITE. Mr. President, I take it 
this is simply a resolution providing for 
the printing of additional copies of hear­
ings. 
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Mr. HAYDEN. It merely provides for 

the printing of 1,000 additional copies of 
part 3 of the hearings before the Spe­
cial Committee on Post-war Economic 
Policy and Planning. The Resolution 
was submitted by the Senator from Geor­
gia [Mr. GEoRGE], and the cost will be 
$400. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the resolution? 
~ There being no objection, the resolu­
tion (S. Res. 353) submitted by Mr. 

- GEORGE on December 13, 1944, was con­
sidered and agreed to, as foll"ows: 

R esolved, That in accordance with para­
graph 3 of sect ion 2 of the Printing Act, ap­
proved March 1, 1907, the Special Committee 
on Post-war Economic Policy and Planning 
of the United St ates Senate be, and is hereby, 
authorized and empowered to have printed 
for its use 1,000 additional copies of part 3 
of the hearings held before said special com­
mittee during the second session of the 
Seventy-eighth Congress, pursuant to the 
resolution (S. Res-. 102) creating a Special 
Committee on Post-war Economic Policy and 
Planning. 

~ DURATION OF SPECIAL COMMITTEES 

Mr. McCARRAN. Mr. President, 
. there appears to be an indefinite policy 
· in the Senate with reference to what is 
going to happen to special committees. 
I should like to have the policy stated 
so that some of us who are conducting 
hear-ings through special committees 
may know what course to pursue in the 
future. We understand that it is the 

_ policy of the leadership to do away with 
all special committees. Some of the 
special committees-and I refer particu­
larly to the special committee having to 
do with the investigation of the decen­
tralization of business, another one hav­
ing to do with the public lands of the 
West, and another having to do with 
silver-will, by reason of the language 
of the resolution creating them, go out 
of existence with the expiration of the 
present Congress. I will take, for in­
stance, the subcommittee of the Com­
mittee on Public Lands and Surveys. 
That subcommittee has hearings set in 
the West for the latter part of January 
and the first part of February. In those 
hearings the Interior Department is 
vitally interested; in those hearings the 
stock raisers using the open public do­
main are each and all of them vitally 
interested, and for those hearings the 
people of the State of Utah have been 
calling for months, but, due to the fact 
that the chairman, the senior Senator 
from Nevada, has been engaged in trying 
to perpetuate himself in this body, he was 

. unable to hold the hearings. The hear­
ings have been set, nevertheless; but, 
unless we can have an understanding 
now .vith those who are interested in the 
policy of doing away with the special 
committees, we are at a loss t'o know what 
to do. _ Again, with reference to the 
special committee having to do with the 
decentralization of industry, some hear-

. ings have been held, other hearings are 
called for, and we have promised hear­
ings in various sections of the country. 
We would like to know whether we will 
be permitted to go forward with those 
hearings, whether we will be financed by 
the Committee to Audit and Control the 

Contingent Expenses of the Senate, so 
that we may advise the people who are 
interested, and advise the members of 
the committee as well. 

Then, regarding the committee on sil­
ver, that committee has been almost a 
standing committee. It has been in 
existence since long before I became a 
Member of this body. I think it was cre­
ated as a result of the efforts of my late 
beloved colleague, Senator Pittman. It 
is a live and working committee. The 
chairman of the Committee to Audit and 
Control the Contingent Expenses of the 
Senate is present, and the leaders on 
both sides are here, and I should like to 
know, regarding the three committees I 
have named-and I suppose other Sen­
ators are interested in other commit­
tees- exactly what we may look forward 
to, because, if we are to be permitted to 
go forward, some of us may utilize the 
holiday vacation to proceed with hear­
ings. Otherwise we may stand still and 
not know what we are going to do. I am 
asking this question in all seriousness 
and sincerity, with the hope that the 
whole atmosphere may be cleared. 

Mr. HILL. Mr. President, I will say 
to the distinguished Senator that I have 
only briefly discussed this matter with 
the able chairman of the Committee to 
Audit and Control, the Senator from 
Illinois [Mr. LucAsl. It is my under­
standing, from what he said about the 
resolution, which I believe his committee 
is now ready to report, that the com­
mittees to which the Senator from Ne­
vada has referred, and all such commit­
tees, would continue their life until the 
end of January next, which would mean 
we would have about 30 days at the be­
ginning of the next Congress in which 
determination could be made as to 
whether those committees should con­
tinue during the next Congress. I will 
ask the Senator from Illinois if I am 
correct in this statement. 

Mr. LUCAS. The Senator from Ala­
bama is correct. I have not conferred 
with all the members of my committee 
with respect to the resolution which has 
been prepared, which would continue all 
the standing and special committees un­
til January 31, 1945. A similar resolu­
t ion was offered 2 years ago, and there is 
no reason I can see why a resolution of 
such a character should not be offered 
again. 

There are a great number of special 
committees, a great number of commit­
tees which are in existence and active in 
the Senate, which have been in exist­
ence for many, many years, and at the 
request of some Members of the Senate 
I am having the financial clerk prepare 
for my committee a statement of the time 
when these committees were started, 
how long they have been in operation, 
what they have accomplished in the way 
of legislation, the amount of money that 
has been spent, and also the number of 
employees now working in connection 
with the committees. At the beginning 
of the next session of Congress, when 
new Members will come into the Senate 
to participate in the deliberations, I 
think they will have a right to know 
exactly where the Senate stands with re­
spect to all these committees. 

I propose to get the information and 
submit it to my committee the moment 
the next Congress convenes. We will 
have a meeting and go over the special 
committees, and ascertain whether or 
not we believe they should be continued, 
and how much money they are entitled 
to in order to continue, and then make 
a report to the Senate, as we have always 
done. 

When I discussed this matter with the 
minority leader, the late Senator from 
Oregon, Mr. McNary, and the majority 
leader, the senior Senator from Kentucky 
[Mr. BARKLEY], 2 years ago, it seemed at 
that time that the thing to do would be 
to adopt an over-all resolution which 
would continue all committees until Jan­
uary 31, 1943, and that would give the 
committees opportunity to resubmit and 
have agreed to resolutions covering their 
expenses for the pending session, which 
would expire 2 years from that time. 
That is the crux of the situation. 

Mr. HILL. In. other words, the new 
Senate then could detefmine which of the 
committees, if any, it desired to con .. 
tinue? 

Mr. LUCAS. That is correct. The 
Senate has the right to determine wheth .. 
er or not these committees shall continue, 
and that is the point I am making. Those 
newly elected coming into the Senate, 
with all the other Members ·of the Senate, 
are the only ones who can say whether 
any committee should continue for a pe .. 
riod of 2 years. That is all there ,is to 
the matter. 

No one need feel alarmed about the 
situation. T.he committees which are 
now operating will continue to operate 
until January 31 next, and if the Senate 
believes these committees are necessary, 
and that the continuation of the spend­
ing of the taxpayers' money is necessary 
in the hope that legislation may follow as 
a result of the investigations they are 
making, of course the Senate will make 
that decision, and it is perfectly proper 
it should do so. No one is going to be 
cut off; no one is going to be hurt. The 
committees will continue to function 
with the power of spending money just 
as they have been spending it over a pe .. 
riod of time. The Silver Committee will 
continue-! understand it is practically 
an institution-until January 31, 1945, 
and if the Senate wants the Silver Com­
mittee to continue after that, the dis .. 
tinguished Senator from Nevada will ~ 
have his opportunity to be heard at that 
time. If the resolution shall be agreed 
to, all the committees will be continued 
until January 31. I think that is an or .. 
derly and businesslike way to present .the 
matter before the Senate. 

Mr. WHITE. Mr. President, I shall 
express my own views about the situa .. 
tion now being discussed, and I believe 
what I have in mind to say for myself 
largely reflects the views of the majority 
of Senators on the minority side. 

Anyone with any experience knows 
what happens when we authorize the 
creation of special committees. They 
are created, clerical help is employed, 
they continue day after day and week 
after week, and sometimes month after 
month and even year after year, to drag 
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their weary way along. It is perhaps a 
matter of minor consideration, but it is 
of some importance, that they occupy 
rooms which are grievously needed by 
Senators for the ordinary legislative 
work which is imposed on them. 

I have been reluctant to see the life of 
all these committees extended without 
special consideration of the work they 
are doing and the good their work may 
possibly result..ilk. I had a feeling that 
it would be a wholly unjustifiable thing 
for those of us in an expiring Congress, 
by resolution, to extend over the entire 
length of a new Congress these commit­
tees, their staffs, and their occupancy of 
space which they now have use of. 

I have been attracted very greatly by 
the suggestion which comes from the 
Senator from Illinois. I shall have no 
possible objection to the continuance of 
all these special committees into the next 
Congress, provided there is a limitation 
of time fixed during which the new Con­
gress, when it comes into being, can con­
sider the merits of the various commit­
tees, and can make the determination 
of whiclJ. shall be further continued and 
what shall be appropriated for them. I 
do not feel, howeve:a., that we of this 
Congress should impose upon a new Con­
gress obligations extending throughout 
the entire life of the new Congress. 

If I understand the proposal which 
the Senator from Illinois has in mind to 
make, it meets every possible objection 
I have, and I should very gladly join in 
any way I could in securing the adop­
tion of such a resolution. 

Mr. LUCAS. Mr. President, I wish to 
make a further observation. As chair­
man of the Committee to Audit and Con­
trol the Contingent Expenses of the Sen­
ate I have to approve every voucher 
which is written. Approval of a voucher 
places considerable responsibility on the 
chairman. It is the purpose of that 
committee to know exactly how the 
money is going to be spent, who are the 
employees of the committees, and what 
the employees are doing in respect to 
earning the money provided for them by 
the respective committees.. That is 
what the Committee to Audit and Con­
trol the Contingent Expenses of the Sen­
ate will endeavor to find out when the 
new resolutions providing money for 
committees are resubmitted. 

Mr. President, I do not say that any 
committee is spending money in a way 
it ought not to be spent, but I do think 
the Senate of the United States is' en­
titled to know how it is being spent, and 
to receive a complete and full report 
from the Committee to Audit and Con­
trol the Contingent Expem:es of the 
Senate in respect to all these matters. 
That is exactly what I propose to do 
when the new Congress convenes. I 
think the Senate and the taxpayers of 
the country are entitled to have that 
information. That is the way I hope to 
handle the situation. I may be wrong, 
but I think perhaps I am right. 

Mr. HILL. Mr. President, will the 
Senator yield? 

Mr. LUCAS. I yield. 
Mr. HILL. I think the Senator from 

niinois will have the wholehearted ap-

probation of the Senate if he acts as he 
has indicated he will act. 

Mr. LUCAS. I thank the Senator 
from Alabama. 

Mr. McCARRAN. Mr. President, 
when the Senator from Illinois has con­
cluded--

Mr. LUCAS. I have concluded. 
Mr. McCARRAN. Mr. President, I 

wish to make a statement in order that 
there may be a little more clarity re­
specting the matter under discussion. I 
have referred to two committees . • One 
is known as the Committee on Decen­
tralization of Industry, which has held 
hearings, and which proposes to hold 
other hearings. I ask to have the atten­
tion of the senior Senator from Rhode 
Island [Mr. GREEN]. He telegraphed to 
me 2 months ago, while I was in the West, 
asking if the membership of that com­
mittee could not be augmented and 
hearings held by it _in the East. I 
thought the request entirely fair and 
proper, and telegraphed the Senator 
accordingly. The committee has only 
begun its hearings. It has submitted a 

· valuable report, which is ~in the hands of 
all Members of this body. Today we 
have no funds with which to go for­
ward. We had about $5,000 with which 
to proceed in the first place. We have 
not lavishly expended that $5,000, but 
the investigations of the cor·'!littee have 
brought good results. We should go 
forward with further hearings. If the 
committee is to be terminated in the 
latter part of January, we of that com­
mittee will not know what to do. That 
is one committee. 

The Committee on Public Lands and 
Surveys established a Subcommittee on 
Public Lands. That subcommittee has 
been holding hearings in the West, and 
today the people of Utah are calling 
upon it to hold hearings in Salt Lake 
City with respect to the withdrawal of 
some 3,000,000 acres of land. 

Mr. LUCAS. How long has the sub­
committee been holding hearings? 

Mr. McCARRAN. My recollection is 
probably 4 years. 

Mr. LUCAS. Four years? 
Mr. McCARRAN. I think that is cor­

rect. Changing conditions have made it. 
necessary to hold those hearings. The 
Department of the Interior is interested 
in the hearings; every stock raiser in the 
11 Western States is interested in the 
hearings; everyone who lives in the open 
public-domain States is interested in 
them. Reports of the committee have 
been filed from time to time. That sub­
committee is not like one which has been 
dormant, or has held no hearings, or has 
filed no reports. The subcommittee has 
filed reports, and is now ready to file 
another report. .Whether that is done 
depends on whether the subcommittee is 
permitted to continue. 

Mr. President, if it now be said that 
the subcommittee can go forward only 
until the la:st of January, then I would 
not only be wasting time in preparing a 
report, but I would not know whether 
there will be any further action taken by 
the subcommittee, and I must advise the 
people of the West accordingly. Those 
are serious cons-iderations. · 

Mr. President, I should like to ask the 
Senator from Illinois one question. 
Does the policy to which he referred ap­
ply to subcommittees of standing com­
mittees, or does the policy apply only to 
special committees? 

Mr. LUCAS. I may say to the Senator 
that we have nothing to do with the sub­
committees of standing committees. In 
other words, the appropriations are made 
each year for the regular committees. 
Any subcommittee appointed from a 
regular committee is presumed to use 
the funds which are necessary to carry 
on investigations out of the appropria­
tions made for the regular committee. 
I am speaking primarily now only about 
special committees. Of course the reso·­
lution would take care of all committees, 
whether they are the regular or special . 
and carry them over until January 31, 
1945. 

Mr. HATCH. Mr. President, will the 
Senator from Illinois yield to me for a 
moment? 

Mr. LUCAS. Yes. 
Mr. HATCH. The committee to which 

the Senator from Nevada has just re­
-ferred is a subcommittee of the Com­
mittee on Public Lands and Surveys, it 
is true, but it was established by a special 
authorizat_ion contained in a separate 
resolution, · providing separate funds. 
The funds do not come out of the general 
funds of the Committee on Public Lands 
and Surveys. Is that not true? 

Mr. McCARRAN. That is true. 
Mr. LUCAS. I do not know what the 

arrangement is with respect to the sub­
committee to which the Senator from 
Nevada and the Senator from New MeJO.­
co have referred. 

Mr. HATCH. If the Senator will fur• 
ther yield, I will say that provision for the 
subcommittee is made by resolution of 
the Senate. · 

Mr. LUCAS. Then it is in reality a 
special committee. 

Mr. HATCH. That is correct, except 
that as I recall, its members are ap­
pointed from the committee itself; I am 
not quite sure as to that. 

Mr. McCARRAN. The subcommittee 
is appointed from among the members of 
the Committee on Public Lands and Sur­
veys. 

Mr. HATCH. Yes; but the funds are 
provided by separate resolution. 

Mr. McCARRAN. Authorization was 
given to the Committee on Public Lands 
and Surveys to appoint a subcommittee. 

Mr. LUCAS. If that be true, it is a 
special committee. 

Mr. McCARRAN. I do not think it is 
a special committee. I know it is a sub­
committee of the Committee on Public 
Lands and Surveys, set up by authority 
of a resolution adopted by the Senate. 

Mr. President, what I am interested in 
knowing is whether these committees, 
and I refer to three of them now, are 
going to die. If they are, some of us 
will be in rather a bad case, because we 
are in the course of preparing a report 
by one committee, and may have to ask 
for additional funds to pay for the re­
port. It seems to me the Committee to . 
Audit and Control the Contingent Ex­
penses of the Senate should approve an 
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· Mr. HAYDEN. I sympathize with the 
predicament in which the Senator finds 
himself. Nevertheless, I believe that the 
next Congress should .determine the 

application for funds when made in good 
. faith, and when a good showing is made, 
instead of simply holding the committee 

. over until the last of January, and mean­
while we· will not know what to do. 

Mr. LUCAS. Mr. President, I submit 
a resolution which I send to the desk, and 

. I ask unanimous consent, out of order, 
for its present consideration. 

· question. If we try to determine it to­
day in this particular instance, or in the 
case of other committees, then this Con­
gress will be acting for the next Con­
gress. 

The PRESIDING OFFICER. The 
resolution will be stated. 

The Legislative Clerk read the resolu­
tion as follow$: 

Resolved, That all resolutions heretofore 
. agreed to, authorizing standing or select 
committees; to employ clerical assistants, hold 
hearings and conduct investigations during 
the Seventy-eighth Congress, hereby are 
continued in full force and effect until Janu­
ary 31, 1945. 

The PRESIDING OFFICER. Is there 
objection to the present consideration 
of the resolution? · 

Mr. MALONEY. Mr. President, will 
· the Senator yield? 

Mr. LUCAS. Yes. 
Mr. MALONEY. I should like to ask 

a question. Will the resolution, if 
· adopted, provide for the . continuation of 
~ the existing funds in these committees 
until January 31? 

Mr. LUCAS. The Senator is correct. 
Mr. MALONEY. I thank the Senator. 
Mr. McCARRAN and Mr. LUCAS 

addressed the Chair. 
. Mr. McCARRAN. Mr. President, I 
have not yielded the floor. The Senator 
from Illinois submitted a resolution, 
which it was proper for him to do~ 

The PRESIDING . OFFICER. The 
Senate has not been proceeding in order. 

-The Chair suggests ·that any Senator 
· who desires recognition address the 
· Chair. · 
. Mr. McCARRAN. I did address the 
Chair. I have not yielded the floor. 

Mr. LUCAS. l\4r. P~esident, a parlia­
mentary inquiry? Who has the floor? 

The PRESIDING OFFICER. The 
· Chair does not know. The Chair. recog­
. nizes the Senator from Nevada. 

Mr. McCARRAN. Mr. President, if 
the resolution is agreed to the very 
dilemma to which I have made reference 
will face us. The committees will be in 
existence until the 31st of January. 
Suppose we are unable to do anything 
between now and the 31st of January? 
What are we to tell those who are inter-

. ested in the work of these committees? 
. Many persons in various parts of the 
United States will want to know about 
the meetings. Perhaps they have al­
ready been notified about certain meet­
ings. 

I use as an illustration the Committee 
on Public Lands and Surveys, to which · 
reference was made a little while ago. 
The people of Utah and the officers of 
the Interior Department have been ad­
vised of a hearing which is to take place 
in the West on certain dates in the lat­
ter part of January. Shall we say to 
them, "Vle do not know whether we are 
going to be there; we cannot tell you 
whether we are going to be able to pro­
ceed with the hearings because of a 
resolution which has been adopted by 

, the Senate." 
Mr. HAYDEN. Mr. President, will the 

:Senator yield? · 
Mr. McCARRAN. I yield. 

Two years ago we adopted the prin­
ciple that at the end of a Congress all 
the committees should be discontinued, 
and new resolutions should be intro­
duced to continue them. The commit­
tee of which I am a member met, and 
we did continue them. If the committee 
in which the Senator from Nevada is in­
terested is performing a function such 
as he has described, I have no doubt that 
it will be continued; but I do not see 
how we can change the rule. It seems 
to me to be a perfectly sound rule. When 
we looked into the matter we found com­
mittees which had been in existence for 
10 or 12 years. 

Mr. LUCAS. One of them had been 
in existence for 29 years. 

Mr. HAYDEN. There were many old 
accounts, from which no expenditures 
had been made. Two years ago we 
cleaned the slate and started anew. I 
anticipate no trouble next January. 

Mr. McCARRAN. Let me ask the Sen­
ator a question while he is on his feet. 
Take the committee to which I refer, 
a . subcommittee of the Committee on 
Public Lands and Surveys. As I have 
stated, notices have been sent out for 
hearings in the West in the latter part 
of January. How can I be sure that I 
can go aheaq with those hearings? 

Mr. HAYDEN. The Senator can only · 
be sure that he has been conducting a 
very valuable series of hearings, which 
a~e highly desirable. He must assume 

· that being the cal!e, the Senate will au­
thorize him to carry on. If the Senate 
does not do so, h~ will simply have to 
notify those interested in the hearings 
that he cannot come. 

Mr. LUCAS. · Mr. President, will the 
Senator yield? 

Mr. McCARRAN. I yield. 
Mr. LUCAS. There is no certainty of 

the Senate adopting such a resolution 
today. In fact, I ghould be compelled to 
oppose it today, because of the principle 
established. ' 

The Senator has hearings set for the 
latter part of January. The resolution 
would continue the committee in force 
and effect until January 31. In the mean­
time, when the new Congress meets, the 
Senator can present a resolution for the 
continuation of the committee. 

Mr. McCARRAN. In the early part of 
January? 

Mr. LUCAS. That is correct. 
Mr. McCARRAN. Will the Senator 

kindly give me his word that he will give 
such a resolution consideration early in 
January? 

Mr. LUCAS. Along with my commit­
tee, I always give consideration to every 

· resolution which comes before the com­
mittee. 

Mr. WHERRY. Mr. President, will 
the Senator yield so that I may ask a 
question? 

Mr. LUCAS. Please let me finish my 
statement. 

As I said in the beginning, I must ap­
prove or disapprove every voucher which 
comes before the Committee to Audit 
and Control the Contingent Expenses .of 
the Senate, irrespective of what the 
money is spent for. Without the ap­
proval of the chairman of the commit­
tee, no one can collect for any services 
which are rendered. That becomes a 

· pretty vital matter to the Senator from . 
Illinois. I hope that.4Wl.len a resolution 
is presented for an investigation of some 
kind, and the resolution is referred to the 
proper committee, the committee will 
seriously consider it, and not merely have 
Members sign the report and then have 
the resolution referred to the Committee 
to Audit and Control the Contingent Ex­
penses of the Senate to take the respon­
sibility of authorizing the expenditure of 
money by reporting it favorably ,.to the 
Senate. 

I am constrained to say that unless 
committees to which such resolutions are 
referred for appropriate action can give 
to the Committee to Audit and ·control 
the Contingent Expenses of the Senate 
some kind of a report, our committee, 

· if it follows my suggestion, will hold 
hearings in order that we may intelli­
gently report to the Senate as to the 
proper amount of money that should be 
spent upon a particular investigation. 

Mr. President, my experience as chair­
man of this important committee con­
vinces me there are too many special 
committees in the Senate. In my humble 
opinion, the standing committees areal­
most •.1fficient, if they will appoint sub­
committees, to carry on . all the neces­
sary investigations. I do not say that 
that statement is entirely correct. Cer­
tain special committees are absolutely 
essential. However, I make this observa­
tion for whatever it is worth. I am stat­
ing only my own opinion. I believe that 
in the interest .of good business, in 75 
percent of the cases the standing com­
mittees could carry on the work of the 
special committees which are being ap­
pointed. 

Mr. WHERRY. Mr. President, will 
the Senator yield so that I may ask the 
senior Senator from Illinois a question? 

Mr. McCARRAN. Certainly. 
Mr. WHERRY. I believe the Senator 

anticipated the question I am about to 
ask. I wish to inquire what, if anything, 
the committee to Audit and Control the 
Contingent Expenses of the Senate has 
done with reference to Senate Resolution 
309, and whether or not it may be acted 
upon at this session of the Congress. 

Mr. LUCAS. What is Senate Resolu­
tion 309? There are so many resolutions 
that I can not keep track of them all. 

Mr. WHERRY. I believe the Senator 
will remember this one. 

Mr. LUCAS. Now that the Senator is 
on his feet, I believe I remember it. 

Mr. WHERRY. Senate Resolution 309 
was sponsored by 24 Members of the 
Senate. It was first referred to the Com­
mittee on Agriculture and Forestry, and 
later to the Committee to Audit and Con­
trol the Contingent Expenses of the 
Senate. That was on June 20 of this 
year. 

I wish to preface my remarks by com­
mending the chairman of the Commit-
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tee to Audit and Control the Contingent 
Expenses of the Senate for the suggestion 
he has made with respect to investiga­
tions being conducted by the standing 
committees of the Senate. I will go 
along with him 100 percent. However, 
certain special committees should be 
continued. I will cooperate with the 
Senator in continuing such special com­
mittees as he feels should be continued. 

With respect to the particular resolu­
t ion to which I refer, if we must wait 
for action by the new Congress, what­
ever committee is to be set up will not 
be able to function. We shall be carried 
past the t ime when anything effective 
could be done in connection with the pro­
duction of hogs or the production of 
eggs. 

Senate Resolution 309 is nonpartisan. 
It is sponsored by 24 Senators, both 
Democratic and Republican. If the reso­
lution could be favorably reported now, 
the committee could be appointed be­
tween now and the first of January, and 
probably could do all the work that is 
necessary. I wonder if the Senator 
cares to make a statement as to whether 
or not action may be expected on the 
resolution between now and the end of 
the Congress. 

Mr. BANKHEAD. Mr. President-­
Mr. McCARRAN. I yield to the Sen­

ator from Alabama. 
Mr. WHERRY. Mr. President, I 

should like to have an answer to my 
question. The Senator from Nevada 
yielded to me to ask the Senator froin 
illinois a question. 

_Mr. McCARRAN. I yield to the Sen­
ator from Illinois. 

Mr. LUCAS. I am delighted to an­
swer the question of my distinguished 
colleague from Nebraska with regard to 
the resolution in which he is so vitally 
interested. This is the first time I have 
heard of it since the election. Neverthe­
less, it is still very serious so far as the 
Senator from Nebraska is concerned. 
Nothing has been said about it since No­
vember 7, and this is the middle of 
December. 

It seems to me that any special com­
mittee which might be appointed at this 
particular hour would not be for the best 
interests of the Senate, because whatever 
committee might be appointed would 
only last until January 31, and then it 
would be necessary for the Senator and 
the other 23 Senators again to come to 
the Senate and again submit a . resolu­
t ion for the purpose of continuing the 
life of the committee. Other Senators 
interested in special resolutions have 
come to me and I have asked them if they 
could not wait until the next Congress 
convenes. That will occur in only a short 
t ime. We will be a way from here in a 
week. No one will investigate anything 
between now and J anuary 1, at least, and 
probably within a week after that these 
resolutions will be presented to the Sen­
ate, in the next Congress. At that t ime 
there will be new members of commit­
t ees. In my opinion, the new committees 
should have the right to determine what 
should be done in the regular committees 
or in any new committees which might 
then be created by the Senate. 

Mr. WHERRY. Mr. President, will the 
Senator yield? 

Mr. McCARRAN. I yield the floor. 
Mr. WHERRY. Mr. President, I thank 

the senior Senator from Illinois for his 
answers to my question. I am very glad 
he said that he still feels the resolution 
is vital, even though the 7th day of De­
cember has passed. 

Mr. LUCAS. That is not what I said. 
Mr. WHERRY. I think the resolution 

is one of the most vital resolutions which 
has been submitted in the present Con­
gress. I desire to say that if it is the in­
tention of the Committee to Audit and 
Control the Contingent Expenses of the 
Senate to hold up these resolutions until 
such time as hearings are held or further 
action is taken by the committee origi­
nally handling the resolution, then I 
wish to be prepared fer that. 

The resolution to which I have re­
ferred, as the Senator well knows, went 
to the Committee on Agriculture and 
Forestry last June. It was favorably re­
ported by that committee with only two 
votes against it, according to the record; 
and those votes were the votes of the 
Senator from illinois [Mr. LucAs] and 
the Senator from New Mexico [Mr. 
HATCH]. 

Mr. LUCAS. Mr. President, I should 
like to ask the Senator a question. 

Mr. WHERRY. I will yield in a mo· 
'ment. 

The resolution was considered to be one 
of the most important matters with 
which Senators could deal, because 24 
Senators-some of them from my side 
of the aisle and some of them from the 
other side of the aisle-voluntarily joined 
in offering it and supporting it. A year 
ago this January, 17 Senators from both 
sides of the aisle voluntarily joined to­
gether to help work out orders, restric­
tions, and limitations in the production, 
the feeding, and the marketing of live­
stock. If they had riot done so, and if 
we had not worked hard to correct the 
situation in connection with the market· 
ing of hogs and corn, we would not have 
been able to increase the weight of hogs 
to 330 pounds and to have ration points 
taken off of pork. 

In the same way, conditions in regard 
to the feeding and marketing of cattle 
were deplorable. 

After repeated requests were made by 
farmers in the South, the West and the 
East, we were able to do a great deal 
of good for them. Of course, something 
must be done to help them in the face 
of the situation caused by the various 
governmental orders, restrictions, and 
limitations, with which the Senator from 
Illinois is just as well acquainted as I 
am. I think the Senator is just as much 
in sympathy with the farmers who find 
themselves in that situation as I am. But 
the Senator 's committee received the 
resolution on June 20, 1944, and has held 
it ever since. 

The Senator has said that I have not 
been to see him about the resolution. 
Why, Mr. President, the Senator from 
Illinois knows that we have asked time 
and time again to have the resolution 
brought up on the floor of the Senate. 
The junior· Senator from Kansas [Mr. 
REED] just before the commencement of 

the summer recess, made a speech in 
which he asked that the resolution be 
reported by the committee, and he asked 
that the special committee referred to 
in the resolution be appointed. I per· 
sonally went to the Senator from Illi· 
nois, but the only answer I received was 
that I was not acting in good faith, that 
I submitted the resolution for only one 
reason, and that was a political reason. 

Mr. LUCAS. I still think so. 
Mr. WHERRY. The Senator has a 

right to think so, but why delay the con­
sideration of the resolution now when 
the senior Senator admits it is of vital 
concern? We are again face to face 
with the seasonable marketing of hogs. 
The Senators from Kansas know it, the 
Senators from Iowa know it, and the 
Senators from Illinois know it. There 
will be heavy runs in the market, even 
though there are a third less hogs. 

We have a right to sell our hogs at a 
ceiling' price of $14.75 fixed under the 
stabilization program. But, I say to the 
Senator that, just so surely as he now 
stands on the floor, when the runs come, 

. the market will go down. If we had a 
floor price we ·could establish a cushion 
and could penalize processors the 
amount of the subsidy if they refused to 
pay the ceiling price. This would stabi· 
lize the market and . would assure the 
farmer a fair price. 

But as the situation is at the present 
time, we are not organized; we have no 
one to take the farmers' problems to the 
various governmental organizations and 
agencies. I think a special committee 
should be established and should begin 
to function now, before the runs start on 
the market. Apparently the senior Sen­
ator from Illinois is not willing that we 
shall fight for the farmers' cause. 

Mr. LUCAS. Mr. President, will the 
Senator yield to me? 

Mr. WHERRY. I yield. 
Mr. LUCAS. Let me ask the Senator 

from Nebraska, Who testified before the 
Committee on Agriculture and Forestry 
in behalf of the resolution? 

Mr. WHERRY. I think that makes 
no difference. If the Committee on Agri­
culture and Forestry in its wisdom re­
ports favorably a resolution by almost 
unanimous vote of the members of the 
committee, I think the Committee to 
Audit and Control the Contingent Ex· 
penses of the Senate is going a long way 
when it sets itself up as a hierarchy and 
says, "We will not authorize the ap­
propriation of the funds requested in 
the resolution for expenses incident 
thereto." If the Committee on Agricul­
ture and Forestry desires to have the 
resolution adopted, and believes in it, I 
think it is up to the Committee to Audit 
and Control the Contingent Expenses of 
the Senate only to determine what the 
amount of the appropriation should be. 

Mr. LUCAS. Mr. President, I demand 
the floor. 

Mr. WHERRY. Mr. President, the 
Senator will have to wait a little. I have 
the floor. I will yield to h im. 

Mr. LUCAS. I will wait until the 
Senator concludes. 

Mr. WHERRY. Well, Mr. President, 
the Senator has no right to demand the 
floor from me. , 
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Mr. BANKHEAD. Mr. President-­
Mr. WHERRY. I yield to the Senator 

from Alabama. 
Mr. BANKHEAD. Mr. President, I 

was not present when the discussion 
started, but I have a resolution which 
probably comes within the influence of 
the resolution submitted by the Senator 
from Illinois. The resolution in which 
I am interested was submitted 5 or .6 
months. ago. It calls for an investiga­
tion of the rayon industry, particularly 

· as it affects the cotton and wool indus­
tries. 

The resolution was referred to the 
Committee on Agriculture and Forestry. 

. The resolution requested an appropria­
tion of $10,000. The committee recom­
mended the appropriation of that 
amount. The resolution then was re­
ferred to the Committee to Audit and 
Control the Contingent Expenses of the 
Senate. There it was held up for some 
tim3, not by the chairman of the com­
mittee, the Senator from Illinois, but by 
the majority leader. Finally it was 
agreed that an appropriation of . $5,00G 
would be approved. 

I have been looking into the subject. 
I find that I cannot employ a competent, 
capable investigator for that amount of 

· money. 
This subject is of tremendous im­

portance. I have not spent' a cent of 
that money. I do not want to spend a 
cent of it unless we can go through with 
the investigation. I know that a great 
many Senators are concerned about the 
situation. They often speak to me 
about it. 

I have hesitated to make a request fer 
an additional appropriation, but I say 
frankly to the Senator from Illinois that 

· I do not wish to have the investigation 
. commence until we can obtain a sub­
stantial increase in the appropriation. 

So, I wish to ask the Senator if his 
resolution applies to the resolution call­

; i~g for an investigation of the rayon in­
: custry. 

Mr. LUCAS. Mr. President, let me say 
. to the S3nator from Alabama that in the 
€vent my resolution is adopted, it wm 
be necessary for the Senator to resub­
mit his resolution at the next session of 
Congress, because we have not passed on 
the resolution, as I recall. · 

Mr. BANKHEAD. Oh, yes, we did so. 
Mr. LUCAS. I am mistaken: I believe 

$5.000 was allowed for the investigation. 
Mr. BANKHEAD. Yes. 
Mr. LUCAS. That resolution will con­

tinue in force and effect until January 
Sl. 1945. 

Mr. BANKHEAD. Why does the Sen­
ator say January · 31? The new Con­
gress ·wm convene on January 3. 

Mr. LUCAS. That is correct, of course. 
But in order to keep all the committees 
r;o irig, so that there will be no hiatus or 
interregnum in their activities between 
Eessions, we have made the same arrange­
ment which was made 2 years ago, name­
ly, that appropriations for committees 
shall continue in effect until January 31, 
1945. 

Mr. BANKHEAD . . I am not complain­
ing to the. Senator, because he knows the 
problem which confronts us. But now 

. the resolution has been reported unani-

mously by the Committee on Agriculture 
and Forestry, and it has been referred 
to the Committee to Audit and Control 
the Contingent Expenses of the Senate, 
and that committee has reported it fa­
vorably. 

The only question now arising is as to 
the amount of money to be made avail­
able to the committee. 

Mr. LUCAS. Mr. President, I am try­
ing to say--

The PRESIDING OFFICER. The Sen­
. ator from Nebrasl{a has the floor. DoEs 
· he yield, and if so, to whom? 

Mr. WHERRY. I yielded to the Sen­
ator from Alabama, and then yielded to 
the Senator from Illinois. 

Mr. LUCAS. Mr·. President, let me 
say to the S3nator that under the Sen­
ate rules any money remaining unspent 
under an appropriation cannot be spent 
at the ,next session of Congress because 
the appropriation will expire with the 
end of the present session of Congress. 

Mr. BANKHEAD. I doubt that, be­
cause when I was chairman of a sub­
committee of the Committee on Irriga­
tion and Reclamation it continued in 
operation over a period of 2 years, and 

. we neve:..· spent any of the money. 
Mr. LUCAS. I do not know about that 

but our committee has limited ·every spe­
cial resolution to the Congress in which 
it was adopted. 

Mr. BANKHEAD. I merely wished to 
ascertain our status. 

Mr. LUCAS. The regular committees 
request, through the Committee to Audit 
and Control the Contingent Expenses of 
the Senate, appropriations in certain 
amounts to enable them to carry on, dur­
ing the particular session of Congress, 
their investigations, hearings, and other 
activities. If the resolution now being 
discussed is adopted, the Senator's spe­
cial committee will remain in full force 
and e:tfect until January 31, 1945. 

Mr. BANKHEAD. Does the Senator 
mean that I will not be able to submit a 
new resolution on the subject until the 
31st of January? I have been postponing 
this matter for 4 or 5 months, in order 
to have an opportunity to take it up at 
an appropriate time. Now I wish to go 
to work on the 1st of January. 

Mr. LUCAS. At any time in January 
the Senator may resubmit the resolution 
requesting additional funds, change it, 
or modify it any way he may see fit. The 
resolution will in due course, .I presume, 
be referred to the Committee to Audit 
and Control the Contingent Expenses of 
the Senate. 

Mr. BANKHEAD. It would first be re­
ferred to the Committee on Agriculture 
and Forestry. 

Mr. LUCAS. Yes; the Senator is cor­
rect. 

Mr. REED and Mr. HATCH addressed 
the Chair. 

The PRESIDING OFFICER. Does the 
S2nator from Nebraska yield, and if so to 
whom? · 

Mr. WHERRY. I yield first to the 
Seaator from Kansas. 

Mr. REED. Mr. President, nothing in 
connection with agriculture in this coun­

. try during approximately 12 months, be­
ginning with about the middle of last 
year, was in such serious trouble as corn · 

and hogs. The problem was a national 
one and a grave one. Twenty-four Sen­
ators joined in submitting a resolution 
providing that a committee be appointed 
to consider the situation. The plan was 
to make the Senator from Iowa lMr. GIL­
LETTE] the chairman of the committee. 
For the information of the Senator from 
Illinois, I may state that I requested that 
I not serve on the committee. No one 
in connection with agriculture received 
such rough treatment as did the corn and 
hog farmers of the country from about 
July 1, 1943, up to approximately May 1 
or July 1 of this year. So, as I have al­
ready said, c~rtain Senators submitted a 
resolution. I was one of the 24 Senators 
joining in the submission of the resolu­
tion. 

Mr. President, the . Senate has never 
had an opportunity to consider the reso­
lution. It was referred to the Commit­
tee to Audit and Control the Contingent 
Expenses of the Senate, and that was the 
end of it. 

The resolut ion was reported unani­
mously, I believe, by the Committee on 
Agriculture and Forestry. If it was not 
reported unanimously, it was reported 
almost unanimously. But notwithstand­
ing that fact, and also the fact that 24 
Senators from the Middle West corn­
hog States asked for an investigation, 
the Senate never had an opport.unity to 
act on the matter, · . 

l do not believe it is within the province 
of a committee, such as the Committee 
.to Audit and Control the Contingent Ex­
penses of the Senate, to settle a question 
of the kind to which I have referred, 
without first affording an opportunity for 
Senators to express their views. 

Mr. HATCH: Mr. President, will the 
Senator yield? 

Mr. WHERRY. I yield to the Senator 
from New Mex~co. 

Mr. HATCH. Mr. President, I wish to 
ask a question merely for the purpose of 
Clearing up a situation . which, perhaps, 
does not need clearing up. One of the 
ablest lawyers of this body has suggested 
to me that the resolution which would 
continue the special committee contains 
nothing with reference to continuing the 
appropriation. I have conferred with the 
Parliamentarian and he has informed me 
that in his opinion the resolution con­
tinuing the committee also would con­
t inue the appropriation now existing for 
the use of the committee. Is that the 
view of the Senator from Illinois? 

Mr.LUCAS. That is my understand­
ing. I do not believe there can be any 
question about it. 

Mr. HATCH. I :merely wanted to make 
it clear in the RECORD, that is all. 

Mr. McCARRAN. Mr. Pres;dent, will 
the Senator yield? 

Mr. WHERRY. I yield to the Senator 
from Nevada. 

Mr. McCARRAN. Mr. President, I 
wish to propound a question to the Sen­
ator from Illinois. Will the Senator 
from Illinois kindly state any good rea­
son for the selection of the 31st of 
January? 

Mr. LUCAS. I was a member of the 
committee which discussed the matter 
2 years ago, and we thought that i.)y al­
lowing the Senate a period of time of 
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practically 30 days after January 3, the 
various committees would have ample 
opportunity to determine the amount 
of money each may need. This seems to 
be the orderly and businesslike method 
to follow. 

Mr. McCARRAN. There are commit­
tees, one of "which I may mention, which 
could conclude their hearings, and con­
clude the functions for which they were 
created, if there were available funds. 
Will the Senator from Dlinois call a 
meeting of his committee and provide 
sufficient funds for the committee to go 
forward with its hearings between now 
and the 1st of January? I refer espe­
cially to the Special Committee to In­
vestigate the Effects of the Centraliza­
tion of Heavy Industry, of which I have 
made mention. 

Mr. LUCAS. Mr. President, the Sena­
tor from Nevada has spoken of the Spe­
cial Committee to Investigate · the Ef­
fects of the Centralization of Heavy In­
dustry. I think it is a very important 
committee. But we have gon~ along for 
months and have never heard much 
about the committee. 

Mr. McCARRAN. Perhaps the Sena­
tor from Illinois has not read the report 
of the committee, ·Which is perhaps one 
of the most elaborate reports ever filed 
in the Senate. 

Mr. LUCAS. How much investigating 
has the committee done during the past 
3 or 4 months? 

Mr. McCARRAN. It has done as 
much as it had time to do. The com­
mittee has not been idle. 

Mr. LUCAS. I am n.ot trying to ham­
string the Senator's investigation. I 
should like to see the Senator investi­
gate everything he wants to investigate 
from now until doomsday. What I 
want to do is to present an orderly course 
for the United States Senate to follow. 
If the Senator does not like the resolu­
tion I will withdraw it and then the 
Senator may submit his resolution and 
see whether he can have his coriunittee 
continued for the next 2 years following 
January 3. · That is what it means, and 
that is what the Senator apparently 
wants to do. 

Mr. President, I withdraw my resolu­
tion. 

The PRESiDING OFFICER. The 
Senator from Illinois withdraws his res­
olution. 

MESSAGE FROM THE HOUSE 

A message from the House of Repre­
sentatives, by Mr. McLeod, one of its 
clerks, announced that the House had 
passed without amendment the following 
bills 6f the Senate: 

8.1159. An act creating the City of Clinton 
Bridge Commission and authorizing said 
commission and its successors to acquire by 
purchase or condemnation and to construct, 
maintain, and operate a bridge or bridges 
across the Mississippi River at or near Clin­
ton, Iowa, and at or near Fulton, TIL: and 

S. 1819. An act to repeal the acts of August 
15, 1935, and January 29, 1940, relating to 
the establishment of the Patrick Henry Na­
tional Monument and the acquisition of the 
estate of Patrick Henry, in Charlotte County, 
va. 

The message also announced that the 
House insisted upon its amendment to 

the bill <S. 1782> to amend sections 4, 
7, and 17 of the Reclamation Project Act 
of 1939 (53 Stat. 1187) for the purpose 
of extending the time in which amenda­
tory contracts may be made, and for 
other related purposes, disagreed to by 
the Senate; agreed to the conference 
asked by the Senate on the disagreeing 
votes of the two Houses thereon, and 
that Mr. WHITE, Mr. RoBINSON of Utah, 
Mr. O 'CONNOR, Mr. ROCKWELL, and Mr. 
LEMKE were appointed managers on the 
part of the House at the conference. 

THE CALENDAR 

Mr. HILL. Mr. President, I ask 
unanimous consent that the Senate pro­
ceed to the consideration of bills on the 
calendar to which there is no objection, 
beginning with Calendar No. 1230, at 
which point we ended consideration of 
bills on the last call of the calendar. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and 
the clerk will proceed to call the calen­
dar, beginning with Calendar No. 1230. 
REIMBURSEMENT FOR PERSONAL PROP­

ERTY LOST AT YORKTOWN, VA. 

The bill <S. 2180) to provide reimburse­
ment for ·personal property lost, dam· 
aged, or destroyed as the result of an 
explosion at the naval mine depot, York­
town, Va., on November 16, 1943, was 
consiuered, ordered to be engrossed for 
a third reading, read the third time, and 
passed, as follows: 

Be it enacted, etc., That the Secretary of 
the Treasury be, and he is hereby, authorized 

ing the provisions of this act shall be deemed 
guilty of a misdemeanor a-nd upon conviction 
thereof shall be fined in any sum not exceed­
ing $1,000. 
TEMPORP,RY APPOINTMENT OF CERTAIN 

PERSONNEL·OF THE NAVY AND MARINE 
CORPS 

The bill <S. 1985) to amend an act 
entitled "An act authorizing the tempo­
rary appointment or advancement of 
certain personnel of the Navy and Ma­
rine Corps, and for other purposes." ap­
proved July 24, 1941, as amended, and 
for other pm:.poses, was eonsidered, or­
dered to be engrossed for a third read­
ing, read the third time, and passed, as 
follows: 

Be it enacted, etc." That an act entitl~d 
"An act authorizing the temporary appoint­
ment or advancement of certain personnel 
of the Navy and Marine Corps, and for other 
purposes," approved July 2.4, 1941 (Publ:c 
Law 188, 77th Cong.), as amended (55 Stat. 
603; 34 U. S. C., Supp. III, 350 and the fol­
lowing), is hereby amended by inserting 
before the period at the end of section 11 (a) 
said act a colon and the following: "Pro­
vided, That officers on the retired list of the 
Naval Reserve with pay pursuant to provi­
sions of the act entitled 'An act making 
appropriations for the navel service for the 
fiscal year ending June 30, 1919, and for other 
purposes', approved .Tuly 1, 1918, may, while 
on active duty, be temporarily appointed to 
ranks or grades in a difi'e:rent branch or corps 
of the Naval Reserve under the authority 
of this act without loss of or prejudice to 
any rights, benefits. pt·iviJeges, and gratuities 
enjoyed by them by virtue of their former 
status." 

and directed to pay, out of any money in the REIMBURSEMENT TO CERTAIN NAVY PER-
Treasury not otherwise appropriated, such SONNEL FOR PERSONAL PROPERTY 
sum or sums, amounting in the aggregate not LOST AT ASTORIA, OREG. 
to exceed $2,000, as may be required by the 
Secretary of the Navy to pay claims, including The bill <S. 2179) to reimburse certain 
those of naval and civilian personnel of the Navy personnel for personal property 
Naval Establishment, for privately owned lost or damaged as the result of a fire 
property lost, damaged, or destroyed as the at the naval auxiliary air facility, As-
result of an explosion at the naval mine toria, Oreg., on April 2, 1944, was con-
depot, YQrktown, Va., on November 16, 1943: sidered, ordered to be engrossed for a 
Provided, That no part of the amount ap-
propriated in this act in excess of 10 percent third reading, read the third time, and 
thereof shall be paid or delivered to or re- passed, as follows: 
ceived by any agent or attorney on account Be it enacted, etc., That the Sacretary of 
of services rendered in connection with this the Treasury be, and he is hereby, author-
claim, and the same shall be unlawful, any tzed and directed to pay, out of any money 
~ontract to the contrary notwithstanding. in the Treasury not otherwise appropriated, 
Any person violating the provisions of this such sum or sums, amounting in the aggre-
act shall be deemed guilty of a misdemeanor gate not to exceed $-780, as may be required 
and upon conviction thereof shall be fined by the Secretary of the Navy to reimburse, 
in any sum not exceeding $1,000. under such regulations as he may pre~cribe, 
ENSIGN FREDERICK MATTHEWS McCORD certain Navy personnel for the value of per-

The bill (S. 2132) for the relief of En- sonal property lost or damaged as the result 
sign Frederick Matthews McCord, United of a ftre at the naval auxiliary air facility, 

Astoria, Oreg., on April 2, 1944: Provided, 
States Naval Reserve, was considered, That no part of the amount appropriated 
ordered to be engrossed for a third read- in this act in excess of 10 percent thereof 
ing, read the third time, and passed, as shall be paid or delivered to or received by 
follows: any agent or attorney on account of services 

Be it enacted, etc., That the Secretary of rendered in connection with this claim, and 
the Treasury be, and he is hereby, authorized the same shall be unlawful, any contract to 
and directed to pay, out of any money in the the contrary notwithstanding. Any person 
Treasury not otherwise appropriated, the sum violating the provisions of this act shall be 
of $187.90, to Ensign Frederick Matthews deemed guilty of a misdemeanor and upon 
McCord, United States Naval Reserve, for the conviction thereof shall be ftned in any sum 
value of personal property destroyed as the not exceeding $1,000. 
result of a ftre in officers' quarters, Ferry AUTHORIZATION OF EXCHANGE OF 
Inn Annex, at United States Naval Base 
No.2, on December 14, 1943: Provided, That LANDS AT EASTPORT, MAINE 
no part of the amount appropriated in this The bill (S. 2067) to authorize an ex-
act in excess of to percent thereof shall be change of lands between the city of East­
paid or delivered to or received by any agent port, Maine, and the United states, and 
or attorney on account of services rendered 
in connection with this claim, and the same the conveyance of a roadway easement 
shall be unlawful, any contract to the con- to the city of Eastport, Maine, was con-

. trary nothwithstanding. Any perso!l yiolat-:.._.__~dered, ordered to be engrossed for a 
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third reading, read the third time, and 
passed, as follows: 

Be it enacted, etc., That the Secretary of 
War be and he is hereby, authorized to trans­
fer, under such conditions as may be ap­
proved by the said Secretary, to the city of 
Eastport, Maine, without cost to the city of 
Eastport, Maine, all right, title, and interest 
in and to the followlng parcels of land sit­
uated on Moose Island, Washington County, 
Maine, metes and bounds descriptions of 
which are on file in the War Department: 

1 Parcel 1. A parcel of land containing 8.94: 
acres, more or less, adjacent to and lying 
Eouth of the southerly shore line of Carrying 
Place Cove, being that parcel of land formerly 
owned by Andrew J. lVIalloy and being 
bounded on the south by the northerly right­
of-way line of Deep Cove or Barrett Road, on 
tly.~ east by a parcel of land formerly owned 
by Mrs. E. B. Townsend and on the west by 
a parcel of land formerly owned by David C. 
M<:.cNichol. 

1 Parcel 2. A parcel of land containing 9 .81 
ncres, more or less, adjacent to and lying 
south of tb.~ s:::mtherly shore line of Carrying 
Place Cove, being that parcel of land formerly 

j owned by Mrs. E B Townsend and being 
bounded on the south by the northerly right­

~ of-way line of Deep Cove or B:urett Road, 
1 on the east by the westerly right-of-way line 
1 cf said road, and on the west by the easterly 
\ l ine of a parcel of land formerly owned by 
Andrew J. Malloy. 

1 Parcel 3. A parcel ,of land containing 9.58 

1 acres, more or less, adja.cent to and lying be­
l tween the southwesterly right-of-way line of 
1 
the Maine Central Railroad Company and 
i Maine State Highway No. 190, being bounded 
on the northeast by said right-of-way line 

I and on the northwest by two parcels of land 
i now or formerly owned by C. H. Bishop and 

I 
W. J. Murphy, respectively. 

SEc. 2. The s~cretary of War, in consider­
ation of the transfer herei.nabove authorized, 

l is further authorized, on behalf of the United 
· States. to accept from the city of Eastport, 
I Mafne, '\'Jithcut cost to the United States, au 
: right, title, and interest of the city in and 
1 to the following-described parcels of land 
· sit uated on Moose Island, Washington Coun-

/" · t y·, St:tte of Maine, metes and bounds de­
t:criptlcns of which are on file in the War 

. Department. 
1 Parcel 1. A parcel of land containing 5 
acres, more or less, adjacent to the northerly 
shore line of Carrying Place Cove, being 
bounded on the east by a tract of land now 
or formerly owned by R. C. Emery and on 
tlae west by a tract of land now or formerly 
owned by Melindo. Taylor. 

Parcel 2. A parcel of land containing 15.25 
t.cres, more or less, adjacent to and lying 
west of the westerly right-of~way line of the 
Maine Central Railroad Company and east 
and south of a large parcel of land now 
owned by the United States of America. 

Parcel 3. A parcel of land containing 4 
l'.cres, more or less, lying between the easterly 
right-of-way line of the Maine Central Rail­
road Company and the westerly right-of-way 
l in2 of IndiPn or Carlow Island Road. 

Parcel 4. A parcel of land containing 9.5 
acres, more or less, adjacent to and lying 
E:asterly of that parcel of land described in 
S€Ction 3 hereof as parcel 1, being bounded 
en the north by the southerly shore line of 
Passamaquoddy Bay, on the west by a parcel 
cf land b elonging to the United States of 
Am3rica, and en the southwest by the north­
easterly right-of-way line of Indian or Carlow 
Island Road. 

EEc. 3. The Secretary of War is further au­
thorized to transfer, under such conditions 
es may be approved by the said Secretary, to 
the ci'Gy of Ea.stport, Maine, without cost to 
the city, a permanent easement for roadway 
purposes, in, over, and across the following­
described parcel of land situated on Moose 

Island, Washington County, Maine, a metes 
and bounds description of which 18 on file 
in the War Department: 

Parcel 1. A parcel of land containing 12.83 
acres, more or less, lying in the north-west­
ernmost corner of Moose Island, and being 
formerly owned by heirs of Anderson. 

SEC. 4. The right to alter, amend, or rep<;al 
this Act is hereby expressly reserved. 

EXTENSION OF TIME FOR EXAMINATION 
OF MONTHLY ACCOUNTS OF DISBURS­
ING OFFICERS OF THE MARINE CORFS 

The bill <S. 2038) to amend an act en-
titled "An act to extend the time for ex­
amination of monthly accounts cover­
ing expenditures by disbursing officers of 
the United States Marine Corps," ap­
proved December 26, 1941, so as to extend 
the time for €Xamination of monthly 
accounts of disbursing officers and spe­
cial disbursing agents of the Navy and 
Coast Guard, was announced as next in 
order. 

1\IJ:r. 'VALSH. Mr. President, House 
bill 5248, which is on the calendar, deals 
with identically the same subject matter 
as Senate bill 2068. 

I ask unanimous consent that the 
Ilousz bill be substituted for the Senate 
bill, and that the Senate proceed to the 
consideration of Hou3e bill 52{8. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Massachusetts? 

There being no objection, the bill <H. R. 
5248) to amend an act entitled "An act 
to extend the time for examination of 
monthly accounts covering expenditures 
by disbursing officers of the United States 
Marine Corps", approved December 26, 
1941, so as to extend the time for exami­
nation of monthly accounts of disbursing 
officers and special disbursing agents of 
the Navy and Coast Guard, was consid­
ered, ordered to a third reading, read the 
third time, and passed. 

Mr. WALSH. Mr. Presiden,t, 'I ask 
unanimous consent that Senate bill 2068 
be indefinitely postponed. 

The PRESIDING OFFICER. Without 
objection, Senate bill 2068 will be indefi­
nitely postponed . 

The clerk will state the next business 
on the calendar. 
_LEASE OF CERTAIN LANDS IN SAN DIEGO 

COUNTY, CALIF. 

The Senate proceeded to consider the 
bill <S. 2056) to authorize the Secretary 
of the Navy to lease certain lands situa­
ated in San Diego County, State of Cali­
fornia, which had been reported from 
the Committee on Naval Affairs with an 
amendment on page 2, line 1, after the 
word "thousandths" to insert "(0.253) ", 
so as to make the bill read: 

Be it enacted, etc., That the Secretary of 
the' Navy be, and he is hereby, authorized 
to lease for a period not to exceed 25 years, 
upon such terms and conditions as may be 
approved by the Secretary of the Navy, to 
the Southern California Telephone Co., a 
corporation, organized under the laws of the 
State of California, a parcel of land situated 
in section 32, township 9 south, range 6 west, 
San Bernardino base and meridian, consist­
ing of two hundred and fifty-eight one­
thousandths (0.258) of an acre, more or .less, 
comprising a part of the United States Ma­
rine Corps training area, Camp Joseph H. 
Pendleton, San Diego County, Calif., and a 

parcel of land situated in Pueblo lot 1311 .of 
the Pueblo Lands of San Diego county, Callf.; 
consisting of an acre, more or less, compris­
ing a part of the United States Marine Corps 
rifie range, Camp Matthews, in said c·cunty 
and State, the metes and bounds descrip­
tions of which said lands are on file in the 
Navy Department, for the construction, main­
tenance, and operation of repeater station 
facilities: Provided, That when the lands 
shall cease to be used for said purposes the 
lease shall be automatically terminated and 
the lands shall revert to the United States. 

SEC. 2. That the Secretary of the Navy be, 
and he is hereby authorized to execute on be­
half of the United States all instruments nec­
essary to accomplish the aforesaid purposes, 

The amendment was agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed. 
EASE:MENTS FOR RAILWAY PURPOSES IN 

HAW AU 

The bill <S. 2073) to authorize the Sec­
retary of the Navy to convey to Oahu 
Railway & Land Co. an easement for 
railway pqrposes in certain lands situ­
ated .at Halawa, Ewa, Oahu, T. H., was 
considered, ordered to be engrossed for 
a third reading, read the third time, and 
passed, as follows: 

Be it enacted, etc. That the Secretary ot 
the Navy be, and is hereby, authorized to 
convey to Oahu Railway & Land. Co. an 
easement for railway purposes in and over 
a 40-foot strip of land at Pearl Harbor Navy 
Yard in Halawa, Ewa, Oahu, T. H., contain­
ing approximately two and two hundred and 
seventy-eight one-thousandths e.cres, metes 
and bounds description of which is on file in 
the Navy Department, in consideration of 
that ·Company's waiving and relinquishing 
any and all claim to compensation for the 
taking by the United States of the company's 
right-of-way easement over and across ap­
proximately two and five hundred and sev­
enty-seven one-thousandths acres of land de­
scribed in condemnation proceedings pend­
ing in the District Court of the United States 
for the Territory of Hawaii entit~ed "United 
States of America. petitioner, against Certain 
Lands at Halawa, Ewa, Oahu, T. I-I., and Oahu 
Railway & Land Co., a corporation defend­
ant", being civil No. 493. 

GRANT OF USE OF CERTAIN LAND TO 
THE CITY OF CANTON, OHIO 

The Senate proceeded to consider the 
bill <S. 2181) to authorize the Secretary 
of the Navy to grant to the city of Can­
ton, Ohio, for highway purposes only, a 
strip of land situated within the United 
States Naval Ordnance Plant at Canton, 
Ohio. 

Mr. DANAHER. Mr. President, will 
the clerk please read the last line on 
page 1, and the first line on page 2, of 
Calendar No. 1238, Senate bill 2181? 

The Chief Clerk read as follows: 
"25 feet in width off the north side of 
the northwest quarter, section 18, town­
ship 10, range 3, Canton, Stark." 

Mr. DANAHER. Mr. President, I ex­
tend my thanks for the courtesy per­
mitted me. · In the bill on my file there 
are four more lines on the first pr..ge, and 
I merely wondered. if the bill at the desk 
is the same. 

The PRESIDING OFFICER. The 
Chair is informed that the bill 1s the 
same. 

The question is on the engro::;sment 
and third reading of the· bill. 
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The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed, as follows: 

Be it enacted, etc., That the Secretary of 
the Navy be, and he is hereby, authorized to 
grant to the city of Canton, Ohio, for use 
as a public highway, under such conditions 
as may be approved by the Secretary of the 
Navy, all right, tit le, and Interest of the 
United States .o:t America in and to a strip 
of land containing approximately • one and 
forty-four one-hundredths acres, twenty­
five feet in width off the north side of the 
northwest quarter, section 18, township 10, 
range 8, Canton, Stark County, Ohio, and 
extending from Raff Road, · southwest, west 
to the township line between Canton and 
Perry Townships. 

SEC. 2. That if any part of the above-de­
scribed lands hereby granted to the city of 
Canton shall be used for any other purpose 
or purposes, or shall cease to be maintained 
by the city of Canton for the purpose for 
which granted, such part shall revert to the 
United States. 

TRANSFER 0~ CERTAIN LANDS WITHIN 
COLONIAL NATIONAL HISTORICAL PARK 

The- bill <S. 2133) to authorize the 
transfer of certain lands within the 
Colonial National Historical Park, York­
town, Va., to the Secretary o( the Navy, 
was announced as next in order. 

Mr. WALSH. Mr. President, there is 
on the calendar a House bill which is 
identical with the Senate bill. I move 
that the House bill be substituted for the 
Senate bill and be now considered. The 
number of the House bill is H. R. 5331. 

The PRESIDING OFFICER. Is there 
objection? The Chair he.ars none, and 
the House bill will be considered. 

The bill (H. R." 5331) to authorize the 
transfer of certain lands within the Co· 
lonial National Historical Park, York·· 
town, Va., to the Secretary of the Navy, 
was considered, ordered to a third read­
ing, read the third time, and passed. 

The PRESIDING OFFICER. Without 
objection, Senate bill 2133 will be iri· 
definitely postponed. 
MEDALS FOR UNITED STATES ANTARCTIC 

EXPEDITION, ~939-41 . 

The bill (S. 1910) to prov~de for the 
presentation of medals to members of 
the United States Antarctic Expedition 
of 1939-41 was considered, ordered to be 
engrossed for a third reading, read the 
third time, and passed, as follows: 

Be it enacted, etc., That the Secretary of 
the Navy Is authorized and directed to cause 
to be made at the United States mint such 
number of gold, silver, and bronze medals of 
appropriate design as he may deem appropri­
ate and necessary, to be presented to mem· 
bers of the United States Antarctic Expedi· 
t-ion of '1939-41, in recognition of their val­
uable services to the Nation in the field of 
polar exploration and science. 

SEC. 2 There is hereby authorized to be 
appropriated such sums as may be necessary 
to carry out the provisions of this act. 

The title was amended so as to read: 
"A bill to provide for the presentation of 
medals to members of the United States 
Antarctic Expedition of 1939-41." 

NAVAL RESERVE OFFICERS' TRAINING , 
CORPS 

The Senate · proceeded to consider the 
bill (S. 2195) to further amend section 
22 of the act approved March 4, 1925, 
entitled "A~ act providing for sundry 

matters affecting the naval services, and 
for other purposes," by removing the 
limitation of the total personnel of the 
Naval Reserve Officers' Training Corps, 
and for other purposes, which had· been 
reported from the Committee on Naval 
Affairs with amendments. 

The first amendment was, on page 1, 
line 7, after the ward "by". to strike out: 
"striking also from such subsection the 
following: 'And provided further, That 
the total personnel of the Naval Reserve 
Officers' Training Corps shall not exceed 
at any one time more than 7,200'," and 
insert "changing the last proviso of such 
subsection to read as follows: 'And pro· 
vided further, That until the expiration 
of 1 year after the cessation of hostilities 
in the present war as declared by the 
President or by concurrent resolution of 
Congress, the total personnel of the Naval 
Reserve Officers' Training Corps shall 
not at any one time exceed 24,000 and 
thereafter the total personnel of such 
corps shall not at any one. time exceed 
14,000.'" 

Mr. DANAHER. Mr. President, will 
the Senator from Massachusetts please 
tell us whether or not there were public 
hearings on this bill? 

Mr.· WALSH. Yes; there were. 
Mr. DANAHER. Have the hearings 

been printed? 
Mr . . WALSH. Yes; they have been. 
Mr. DANAHER. Is there apparent 

from the hearings the basis upon which 
the number of 14,000 peacetime student 
cadets was arrived at? · 

Mr. WALSH. The Senator under· 
stands, of .course, after reading the bill, 
that it has to do with the post-war naval 
program, and, perhaps, it is the first of 

. the naval post-war programs. It 'pro· 
vides . for the elimination of what is 
known as the V-12 unit in the Navy and 
the · substitution after July 1 of the R. 0. 
T. C. as the student body, and the only 
student body outside the Naval Academy, 
into which young men may be inducted 
for the purpose of being trained as naval 
officers. 

The figures 14,000 are assumed to rep. 
resent the needs the Navy will have after 
the termination of the war. The number 
needed now is 24,000 and will decrease 
until the end of the war. Thereafter it 
is assumed that the number of young 
men who finish at the R. 0. T. C. schools, 
provided there are 14,000 students in 
those schools, and the number who grad· 
uate from the Naval Aca4emy will be 
sufficient to take care of the necessary 
increase in officers from year to year. 
In my opinion, the estimate is based upon 
the need of younger officers in a Navy 
that will be composed of at least 500,000 
men. 

Mr. DANAHER. The last fact to which 
the Senator from Massachusetts adverts 
has come to my notice for the first time. 
I never knew what size Navy it was con­
templated to have tn the post-w~r period 
and that it would require a continuing 
minimum force of 14,000 student-cadet 
officers. 

Mr. WALSH. I think, perhaps, I took 
a liberty in mentioning the number, be· 
cause no official announcement of it has 
been made. It is only an estimate I have 
hea·rd ·made. But it~ .believed.that this 

number of service students will be suffi­
cient for what may be the post-war needs 
of the Navy for younger officers, namely, 
ensigns. 

Mr. DANAHER. When the Senator 
refers to the number 14,000, does he mean 
that there are to be 14,000 students in 
training in any particular year or over 
the entire course of studies? 

Mr. WALSH. Fourteen thousand alto· 
gether, covering a period of 4 years of 
training, so that the number of gradu· 
ates each year with eliminations will be 
about 2,500. 

Mr. President, I ask that the report 
of the committee be printed in the REC· 
ORD in view of the great interest on the 
part of the young men who are anxious 
to have a career in the Navy. 

The PRESIDING OFFICER. Without 
objection, the report will be printed in 
the RECORD. 

The report <No. 1229) is as follows: 
The Committee on Naval Affairs, to whom 

was referred the bill (S. 2195) to further 
amend section 22 of the act approved March 
5, 1-925, entitled "An act providing for sundry 
matters affecting tpe naval service, and for 
other purposes," by removing the limitation 
on the total personnel of the Naval Reserve 
Officers' Training Corl's, and for other pur­
poses, having considered the same, report fav•. 
orably thereon with amendments, and recom­
mend that the bill, as am~nded, ·do pass. 

The purpose of the bill, as amended by the 
committee, is to authorize a permanent in· 
crease In the number of students in the 
Naval Reserve Officers' Training Corps from 
7,200 to 14,000 and to authorize a temporary 
increase to 24,000 until the expiration of 1 
year after the cessation of hostilities in tbe 
present war. 

The Naval Reserve Officers' Training Corps 
was established by act of Congress approved 
March 25, 1925, and authorized an enroll­
ment of 2,400 students. Between 1926 and 
1940 units were established In 11 universities. 
An act approved September 11, 1940, changed 
the limitation from 2,400 to 7,200 students. 
At the present· time 6,500 students are en­
rolled and units are established at 27 colleges 
or universities. · 

The Naval Reserve Officers' Training Corps 
is an economical method of producing Reserve 
officers and the product is a well-trained 
naval officer, fully capable of taking his place 
in the :fleet when the need for his services 
arises. 

Departments of naval sciences and tactics 
are set up in the universities to provide essen­
tial naval training throughout a college 
course of normal length. In peacetime each 
student devotes approximately 4 hours per 
week to naval work during his 4 years in 
college. This is exclusive of outside prepara­
tory time. The students participate in one 
or more practice cruises during which he re­
ceives practical instruction of his winter 
academic studies. 

The curriculum of the Naval Reserve Offi· 
cers• Training Corps course embodies naviga­
tion, ordnance and gunnery, marine engineer· 
ing and electricity, seamanship, and commu· 
nications. The students also study n aval 
history, aviation, and military, and interna• 
tional law. 

Upon graduation all students who have 
successfully completed the 4-year course in 
naval science .and tactics and are physically 
qualified are given commissions as ensigns 
in the Naval Reserve or second lieutenants in 
the Marine Corps. A limited number are also 
commissioned in the line and staff of the 
Regular Navy and the Marine Corps. 

The Navy Department informed the com­
mittee that graduates of the Naval Reserv~ 

i 
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Officers' Training Corps have distinguished 
themselves as officers in the Regular Navy 
and Marine Corps, and during the last few 
years have proved an invaluable · addition to 
the strength of the Naval Reserve in active 
service. 

During the present war, the Naval Reserve 
Officers' Training Corps was inadequate to 
meet the increased needs for naval officers, 
and the Navy V-12 college training program 
was adopted. At the present time there are 
131 undergraduate colleges in the V-12 pro­
gram with a total enrollment of approxi­
mately 50,000 students. On July 1, 1945, it 
1s expected that there will be not more than 
a total of 30,0fl0 students and that this num­
ber will be reduced considerably thereafter. 
The committee was informed that no more · 
students will be enrolled in the Navy V-12 
program and that it is the intention of the . 
Navy Department to reduce and finally elimi­
nate the V-12 program and consolidate it 
with the Naval Reserve Officers' Training 
Corps units. It is believed that the expan­
sion of the Naval Reserve Officers' Training 
Corps can best be accomplished by converting 
to this program the best facilities now in use 
by the V-12 program. This conversion of 
facilities would proceed progressively as the 
V-12 program is curtailed. Under this ex­
pansion the trainee complements at present 
Naval Reserve Officers' Training Corps colleges 
would be increased and new Naval Reserve 
Officers' Training Corps units established at 
certain universities and colleges. Those in­
stitutions to receive new Naval Reserve Offi­
cers' Training Corps units have been select~d 
and quotas set in relation both to wartime · 
conditions and peacetime conditions, and .fall 
into two classes: 

(a) Institutions with enrollments suffi­
ciently large so. that a peacetime Naval Re­
serve Officers' Training Corps can be sup­
ported, and 

(b) Smaller colleges which have no com­
mitment to the Army for Reserve Officers' 
Training Corps units and which have been 
enthusiastic and successful in administering 
the V-12 program. 

If the bill is enacted into law, Naval Reserve 
Officers' Training Corps units will be estab­
lished in approximately 23 additional colleges 
or universities, making a total of 50. 

THE COMMITTEE AMENDMENTS 

The bill as introduced rem<:>Ved entirely the 
limitation as to the number of students who 
could be enrolled in the Naval Reserve Of­
ficers' Training Corp. The committee is of 
th"! opinion that it is unsound to enact this 
legislation without specifying a definite limit 
on the number of students who may be en­
rolled. It therefore amended the bill to pro­
vide that not more than a total of 24,000 
may be enrolled during the continuance of 
the present war and for a period of 1 year 
thereafter, and that during peacetime the 
total number of students shall not exceed 
14,000. 

The committee is of the opinion that it 
will be necessary to maintain a large Navy 
in the post -war era, and that the additional 
officers required, over and above the graduates 
of the Naval Academy, can best be obtained 
from graduates of the Naval Reserve Officers' 
Training Corps. 

The bill was iJ1-troduced at the request of 
the Navy Department and has been cleared 
by the Bureau of the Budget. 

1 

Mr. WALSH. Mr. President, this new 
plan will permit young men who want 
to make a naval career to go to the Naval 
Academy in the usual way by appoint­
ment or by other methods now existing 
and also permit them to enter the R. 0. 
T. C. and take 4 years' college training 
and then apply for the regular naval 
service. There are dow 27 colleges desig­
nated to give such training, and that 

number is to be increased, I understand, 
to approximately 50, but the total num­
ber of students expected to be in training 
after the termination of the war will 
be approximately 14,000. Many of the 
graduates of the R. 0. T. C. who receive 
commissions will go with the Naval Re­
serves and a certain number selected for 
the Regular Navy. 

Mr. DANAHER. Mr. President, I 
should like to ask one other question of 
the chairman of the Committee on 
Naval Affairs. Is there any provision in 
the plan to which the committee's atten­
tion has been called for taking men from 
the enlisted services and permitting them 
to obtain the benefit of the projected 
course? 

Mr. WALSH. Yes, sir; in fact the only 
persons now being taken into V-12, the 
R. 0. T. C., are enlisted men, because 
persons between 18 and 38 in civilian life 
are subject to the selective service. The 
V-12 unit, which is shortly to terminate, 
is now taking in only enlisted men, as it 
should, because, as the Senator knows, 
many enlisted men are not only high 
school graduates but college graduates. 
I might say to the distinguished Sena­
tor from Connecticut that this plan af­
fords a very good. solution to the prob­
lem of training future officers, and will 
prevent possibly a move for a second 
naval academy such as the one at 

· Annapolis. 
The Navy is very much interested and 

anxious to secure action on the bill dur­
ing this session of Congress, and I as­
sume· that, if the bill passes, it will be 
approved by the House of Representa­
tives. 
~r. DANAHER. I thank the Senator. 
Mr. WALSH. I may say to the Sena-· 

tor from Connecticut that I think his 
questions were very timely, because the 
Navy sought to have unlimited authority 
without any _restrictions as to the num­
ber of students, but, after going into the 
matter in detail, the committee decided, 
after consultation, to restrict the number 
provided in this bill. In the event they 
should require more, they could come be­
fore the committee and make the re­
quest. There has been a tendency, as 
the Senator will appreciate, both on the 
part of the Army and the Navy to ob­
tain unlimited authority and power to 
provide as many schools as they think 
may be necessary and as many students 
as they think may be necessary; but the 
committee has restricted the number 
they can have now and the number they 
shall have afterwards. Therefore, the 
questions raised are very timely in view 
of the attitude the committee took in the 
matter. 

The PRESIDING OFFICER. The 
question is on agreeing to the first 
amendment reported by the committee, 
which has been stated. 

The amendment was agreed to. 
The PRESIDING GFFICER. The next 

amendment will be stated. 
The next amendment was on page 3, 

line 7, after the words "Naval Reserve" 
and the semicolon to strike out '\And pro­
vided" and insert "Provided further", and 
on the same page, after line 9, to insert 
1'And provided further~ That ' until the 

expiration of 1 year after the cessa~ 
of hostilities in the present war as de­
clared by the President or by concurrent 
resolution of Congress, the total person­
nel of the Naval Reserve Officers' Train­
ing Corps shall not at any one time ex­
ceed 24,000 and thereafter the total per­
sonnel of such corps shall not at any one 
time exceed 14,000." 

The amendment was agreed to. 
The ~ill was ordered to be engrossed 

for a third reading, read the third time, 
and passed, as follows: 

Be it enacted, etc., That section 22 of the 
act approved March 4, 1925 ( 43 Stat. 1276), 
as amended, is hereby further amended by 
striking out of section (a) thereof the phrase; 
"by the act approved June 4, 1920, sections 
33 and 34 (41 Stat. L. 776-779) ", and by 
changing the last proviso of such subsection 
to read as follows: "And provided further, 
That until the expiration of 1 year after the 
cessation of hostilities in the present war as 
declared by the President or · by concurrent 
resolution of Congress, the total personnel 
of the Naval Reserve Officers' Training Corps 
shall not at any one time exceed 24,000 and 
thereafter the total personnel of such corps 
shall not at any one time exceed 14,000,'' so 

. that such subsection so amended will read 
as follows: 

"SEc. 22. (a) A Naval Reserve Officers' 
Training Corps is hereby authorized to be 
established and operated under such regula­
tions as the President may prescribe, which 
regulations shall, so far as may be practicable, 
conform to the provisions of the National 
Defense Act approved June 3, 1916, sections 
40 to 53, inclusive (39 Stat. L. 191-194), as 
amended: Provided, That the powers con­
ferred therein upon the Secretary of War 
with regard to the Reserve Officers' Training 
Corps are hereby conferred upon the Secre­
tary of the Navy with regard to the Naval 
Reserve Officers' Training Corps: Provided 
further, That all expenditures in connection 
with the establishment and operation of the 
Naval Reserve Officers' Training Corps shall 
be specifically appropriated therefor: Pro­
vided further, That members of the Naval Re­
serve Officers' Training Corps shall be eligible 
for appointment as Naval Reserve officers un­
der the same conditions as provided by law 
for the appointment of Naval Reserve officers 
from other citizens of the United States, and 
when so appointed shall have the same status 
and be entitled to the same benefits in all 
respects as provided by law for other mem­
bers of the Naval Reserve: Provided further, 
That the word 'naval' wherever used in this 
section shall be construed to include Marine 
Corps: · And provided further, That until the 
expiration of 1 year after the cessation of 
hostilities in the present war as declared by 
the President or by concurrent resolution of 
Congress, the total personnel of the Naval 
Reserve Officers' Training Corps shall not at 
any one time exceed 24,000 and thereafter the 
total personnel of such corps shall not at 
any one time exceed 14,000." 

The title was amended so as to read: 
"A bill to further amend section 22 of 
the act approved March 4, 1925, entitled 
'An act providing for sundry matters af­
fecting the naval service, and for other 
purposes,' by changing the limitation on 
the total personnel of the Naval Reserve 
Officers' Training Corps, and for other 
purposes." 

DISPOSAL OF CERTAIN MAIL MATTER 

The Senate proceeded to consider the 
bill ·<s. 1971) to provide for the disposal 
of certain mail matter condemned by the 
Director of Censorship, which had been 
reported from the Committee on Post 
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Offices and Post Roads with amendments, 
on page 2, line 6, after the word "Allies", 
to insert "but no mail matter shall 
be disposed of under this act until the 
expiration of at least 90 days after the 
date of condemnation," and to add a sec­
tion at the end of the bill, so as to make 
the bill read : 

Be it enacted, etc., That there is hereby 
established a committee composed of the 
Post master General and the Director of Cen­
sorship, or their alternates duly designated 
by them, which shall have authority to dis­
pose of mail matter consisting of (1) print­
ed m atter contain ing propaganda material, 
and (2) printed matter mailed by or to or 
published by persons whose names are on 
the Proclaimed List of Certain Blocked Na­
tionals, and (3) parcel-post packages or 
small packets containing articles of no mon­
etary value or articles which may be used 
by the United States in the prosecution of 
the war, if such mail matter has been cen­
sored and condemned by the Office of Cen­
sorship as being inimical to the war effort 
of the United States or contrary to the in­
terests of the United States or its Allies, but 
no mail matter shall be disposed of under 
this act until the expiration of at least 90 
days after the date of condemnation. Such 
committee may promulgate such rules and 
regulations as it deems necessary to carry 
o:ut the provisions of this act. 

SEc. 2. This act shall expire upon the ex­
piration of 6 rr..onths after the date of the ' 
termination of hostilities in the present war 
as proclaimed by the President or declared 
by concurrent resolution of the Congress. 

Mr. DANAHER. Mr. President, I 
should like to ask the Senator from 
Tennessee if he would give us an illus­
tration-and undoubtedly the commit­
tee had evidence before it-of what are 
considered to be "small packets con­
taining articles of no monetary value 
or articles which may be used by the 
United States in the prosecution of the 
war"? 
. Mr. McKELLAR. I cannot say, but 
it was developed, both by the Post Office 
Department and the Bureau of Censor­
ship, that there was a great deal of mail 
affected by the bill. I call the Sena­
tor's attention to the report, as follows: 

The mail in question consists mostly of 
printed matter, the circulation of which 
was deemed disadvantageous to the war 
effort of the United States. Included are 
various kinds of pro-Axis propaganda. Also 
covered by the bill would be a large col­
lection of parcels sent by or addressed to 
enemy territory or enemy nationals. Some 
of the parcels are without value, consisting 
of such things as sales samples, fancy cal­
endars which are out of date, and so on. 
Other parcels contain goods of value. It 
can be said with respect to such goods 
that all of it is of enemy interest and 
much of it was on its way out of the coun­
try without permit and in violation of the 
law when intercepted by Censorship. 

Although the Office of Censorship has 
authority to detain such mail, there is no 
statute under which it may make orderly 
diE'posal of it. The printed matter has a 
considerable sal:vage value and the pack­
ages in some instances contain materials . 
which would be of value to the Army and 
Navy. 

Altogether Censorship is detaining more 
than 497,000 pieces of mail in t.he classes 
enumerated in· the bill. This material is 
occupying in excess of 10,000 square feet 
of storage space either in post offices or in 
buildings rented by the Government. The 
cost ot storage in rented premises alone 

exceeds $7,500 annually, for which the Gov­
ernment is receiving no return ":hatever. 

This proposal is recommended both by 
the Bureau of Censorship and by the 
Post Office Department, and the reasons 
stated in the report are what act~ated 
the committee. 

Mr. DANAHER. I thank the Senator. 
I had also read the report which he so 
ably read to us. I wondered if he could 
give us an illustration of the kind of 
parcel that could be said to be inimical 
to the war effort and yet of advantage 
to the United States. 

Mr. McKELLAR. I am not sure any 
such suggestion was made in the hear­
ings. 

Mr. DANAHER. It says that in · the 
bill. 

Mr. McKELLAR. The purpose is to 
get rid of the matters referred to. I 
hope the Senator will let the bill pass. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ments. 

The amendments were agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed. 

DUAL EMPLOYMENT IN THE POSTAL 
SERVICE 

The bill <H. R. 5i54) relating to dual 
employment in the Postal Service and 
for other purposes, was considered, or­
dered to a third reading, read the third 
time, and passed. 

BILL PASSED OVER 

The bill <H. R. 4184) to amend section 
321, title III, part II, Transportation Act 
of 1940 with respect to the movement of 
Government traffic, was announced as 
next in order. 

SEVERAL SENATORS. Over. 
The PRESIDING OFFICER. The bill 

will be passed over. 
NATION-WIDE BIBLE READING 

The joint resolutio11 <S. J. Res. 139) 
designating period from Thanksgiving 
Day to Christmas of each year for Na­
tion-wide Bible reading, was considered, 
ordered to be engrossed for a third read­
ing, read the third time, and passed, as 
follows: · 

Resolved, etc., That the period from 
Thanksgiving Day to Christmas of each year 
is especially designated for Nation-wide 
Bible reading, in order that "in God we 
trust" as an expression of our national life 
may hold new and vital meaning for all our 
citizens. 

The preamble was rejected. 
AUTHORIZATION FOR COMMITTEE ON 

APPROPRIATIONS TO REPORT URGENT 
DEFICIENCY BILL 

Mr. McKELLAR. Mr. President, as 
Senators know, in the Committee on Ap­
propriations we have under considera­
tion the urgent deficiency bill. The sub­
committee havi-ng charge of the bill hav­
ing already agreed upon its report, there 
will be · a meeting of the full committee 
this afternoon at 4 o'clock, when we 
hope to agree on the report. I do not 
know when the Senate will adjourn, 
therefore I ask unanimous consent that 
if we agree Upon the report before 12 

o'clock tonight, it may be printed and 
the bill placed upon the calendar. 

The PRESIDING OFFICER <Mr. 
THOMAS of Utah in the chair) . Is there 
objection? The Chair hears -none, and 
it is so ordered. 
NATURALIZATION OF PERSONS WITH 

SERVICE IN WORLD WAR NO. 2 

The bill <H. R. 1284) relating to the 
naturalization of persons not citizens 
who serve honorably in the military or 
naval forces of the United States during 
the present war was announced- as next 
in order. 

Mr. BILBO. I should like to have an 
explanation. In the absence of an ex­
planation, I ask that the bill go over. 

The PRESIDING OFFICER. The bill 
will be passed over. 

INTERFERENCE WITH BROADCASTING 

The Senate proceeded to consider the 
bill (S. 1957) to amend the Communica­
tions Act of 1934, as amended, so as to 
prohibit interference with broadcasting 
of noncommercial ·certified educational 
programs, which had been reported from 
the Committee on Interstate Commerce 
with an amendment, on page 3, line 4, 
after the word "conspire," to insert "for 
the purposes of this section", so as to 
make the bill read: 

Be it enacted, etc., That the Communi­
cations Act of 1934, as amended, is amended 
by inserting, after section 329, of such act, a 
new section, as follows: 

"SEC. 330. It shall be unlawful for any per­
son, or any person representing an organi­
zation or group, to interfere with, intimi-· 
date any person or persons, hinder, extort, 
delay, prevent, or conspire with other per­
sons for the purpose of hindering, delaying, 
interfering with, or stopping the production 
or transmission, by means of any radio sta­
tion of any noncommercial educational or 
cultural program presented by any academi­
cally accredited and tax-exempt educational 
institution, nrepared and planned for pres­
entation by radio or in the process of being 
transmitted by radio stations, and it shall 
likewise be unlawful for any person as a 
part of a group or organization to threaten 
or intimidate any other person for the pur­
pose of preventing b:' group action the oper­
ation of any broadcasting station while 
preparing for or in the operation of broad­
casting such noncommercial educa~ional or 
cultural programs, unless such interference, 
work stoppage, or group action is part of a. 
general action for other purposes and is o:r 
general and broader nature or purpose than 
to prevent or interfere with the broadcasting 
of such noncommercial educational and cul­
tural programs: Provided, That such radio 
station or stations have agreed to broadcast 
such programs and that no service, money, 
or other valuable consideration is directly 
or indirectly paid or promised to, or charged 
or accepted by such station from any per­
son for broadcasting or agreeing to broad-

, cast such program, and nq service, money, or 
othe't' valuable consideration is directly or 
indirectly paid or promised to, or charged 
or accepted by the persons producing or par­
ticipating in such program from such sta­
tion or from any commercial sponsor, for 
services rendered in producing or partici­
pating in such program. 

''DEFINITION 

" 'To conspire,' for the purposes of this 
section, shall mean to plan with others, to 
hold meetings for the purpose of planning, 
to take action as -ljhe result of a plan or 
purpose-such as united stoppage .of work at 
a radio plant, or to write communications 
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urging interference by action or by_ word of 
mouth to induce action for the purpose 
of interference." 

The amendment was agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed. 

JOINT RESOLUTION PASSED OVER 

The j1int resolution <S. J. Res. 92) 
directing the Federal Power Commission 
to inquire into ~.nd report to the Con­
gress on various matters with respect 
to natural gas was announced as next 
in order . 

Mr. REVERCOMB. Let the. joint 
resolution go over. 

The PRESIDING OFFICER. The 
joint resqlution will be passed over. 

LOUIS BECKMAN 

The bill <H. R. 4111) for the relief of 
Louis Beckman was considered, ordered 
to a third reading, read the third time, 
and passed. 

ESTATE OF KIMBALL LEE BECKNER 

The bill (H. R. 4786) for the relief of 
the estate of Kimball Lee Beckner was 
considered, ordered to a third reading, 
read the third time, and passed. 

OLLIE BRASHEAR HEAROLDSON 

The bill <H. R. 4363) for the relief of 
Ollie Brashear Hearoldson was consid­
ered, ordered to a third reading, read the 
third time, and passed. 

FRANCIS D. STOVALL, . JR. 

The bill <H. R. 4927) for the relief of 
· Francis D. Stovall, Jr., was considered, 
ordered to a third reading, read the third 
time, and passed. 

MRS. BERTHA MACKLIN 

The bill <H. R. 3138) for the relief of 
. Mrs. Bertha Macklin was considered, or­
dered to a third readin, read the third 
time, and passed. ' 

DR.H.L.KLOTZ 

The bill <H. R. 4736) for the relief of 
Dr. H. L. Klotz was considered, ordered to 
a third reading, read the third time, and 
passed. 

DR. J. SIMS NORMAN 

The bill <H. ·R. 4921) for the relief of 
Dr. J. Sims Norman was considered, or­
dered to a third reading, read the third 
time, and passed. 

ESTATE OF DR. A. D. GIBSON 

The bill <H. R. 3931) for the relief of 
the estate of Dr. A. D. Gibson was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

MRS. BERTHA GRANTHAM 

The bill <H. R. 3192) for the relief of 
Mrs. Berth a Grantham was considered, 
ordered to a third reading, read the third 
time, and passed. 
MARY AGNES LICHTEFIELD DROPPLEMAN 

The bill (H. R. 3645) for t he relief of 
Mary Agnes Litchtefield Droppleman was 
considered, ordered to a third reading, 
read the third time, and passed. 

The t itle was amended so as to read: 
''An act for the relief of Mary Agnes 
Lichtefeld Droppleman and Fred J. 
Lichtefeld and Josephine I4chtefeld." 

CLAIM OF TRU$TEES OF SAUNDERS 
MEMORIA~ HOSPITAL . 

The bill <H. R. 5167), an act to confer 
jurisdiction upon the United States Dis­
trict Court for the Eastern District of 
South Carolina to hear, determine, and 
render judgment upon the claims of the 
board of trustees of the Saunders Mem­
orial Hospital, was considered, ordered 
to n third reading, read the third time, 
and passed. 

G . F. ALLEN 

The bill <S. 2070) for the relief of G. F. 
Allen, chief disbursing officer, Treasury 
Department, and for other purposes, was 
considered, ordered to be engrossed for a 
third reading, read the third time, and 
passed, as follows: 

Be ' it enacted, et c., That the Comptroller 
G:meral of the United St ates is authorized 
and directed to allow credit in the account s 
of G. F. Allen, chief disbursing officer, Treas­
ury Department, in an amount not to exceed 
$709.51, for items 15Uspended or disallowed. 

SEc. 2. The Comptroller General is aut hor­
ized and directed to allow credit in the ac­
counts of former disbursing clerks of the 
Division of Disbursement, Treasury Depart­
ment, for items suspended or. disallowed, not 
to exceed the amounts stated: M. V. Bates, 
former disbursing clerk, Treasury Dapart­
ment, · Lansing, Mich., $33,774.03; Ivan Car­
rico, former d isbursing clerk, Treasury De~ 
partment, Charlestop, W. Va., $8,376.77; 
W. F. Cramer, former disbursing clerk, Treas­
ury Department, District of Columbia, $58 .62; 
T. A. Dillon, former disbursing clerk, Treas­
ury Department, Indianapolis, Ind., $127.50; 
0. Kanngiesser, former disbursing clerk, 
Treasury Department, Albany, N. Y., $21.47; 
D. E. Love, former disbur_sing clerk, Treasury 
Department, Santa Fe, N. Mex., $93.80; L. S. 
McCracken, former disbursing clerk, Treasury 
Department, San Francisco, Calif., $234.70; 
S. S . Ogdon, former disbursing clerk, Treas­
ury Department, Jen:erson City, Mo., $11.48; 
J. W. Reynar, former disbursing clerJr:, Treas­
ury Department, Raleigh, N. C., $300.08: F. R. 
Shaw, former disbursing clerk, Treasury De­
partment, Jefferson City Mo,., $55.01; L. V. 
Witcombe, former disbursing clerk, Treasury 
Department, Harrisburg, Pa., $16,800.75. 

SEc. 3. The Comptroller General of the 
United States is authorized and directed to 
allow , credit in the accounts of G. F. Allen, 
chief disbursing officer, Treasury Department, 
and all former disbursing clerks operating 
under the Division of Disbursement for the 
amounts of all suspensions and disallow­
ances raised and not covered by sections 1 and 
2 of this act, or which may be raised, against 
the said chief disbursing officer and former 
disbursing clerks on account of payments 
made in accordance with vouchers certified 
by duly authorized certifying officers during 
the period December 16, 1933 to March 31, 
1942: Provided, That the Secretary of the 
Treasury shall certify that in his opinion 
there is no evidence of fr e.ud on the part of 
the said chief disbursing officer or disbursing 
clerks in connection with such payments. 

SEc. 4. No charge shall be made against the 
certifying officer responsible for the certifica­
tion of vouchers pursuant to the provisions of 
Executive Order No. 6166, dated June 10, 1933, 
and any charge heretofore made against any 
such officer, sh all be removed, for the amount 
of any payment for which credit shall be 
allowed under sections 1, ~ . and 3 of this act, 
where the head of the department or estab­
lishment concerned, or his duly aut horized 
representative, shall certify to the Comp­
troller General of the United States that the 
payment appears to have been m ade with­
out fraud on the part of the certifying officer. 

SEc. 5. The Comptroller General of the 
Un ited States 1s authorized and directed to 
allow credit in the accounts of W. 0. Woods, 

former Treasurer of the United States, and 
W. A. Julian, Treasurer of the United St~tes, 
for sums not to exceed '$1,164.93 and $63,-
334 .'51, respectively, .representing unavailable 
items in their accounts as 'former Treasurer 
and Treasurer of the United States: Pro-

. vided, That a ny recoveries heretofore or here­
after made in respect of any of the foregoin g 
items, may, in the discretion of the Comp­
troller Gen er3.1 of the Unit ed States, be ap­
plied to offset unavailable items of a similar 
character hereafter arising in the accounts 
of the former Treasurer and Treasurer, re­
spectively, u pon a showing that such un­
available items have occurred without fraud 
on the part of the former Treasurer or 
Treasurer . 

SEc. 6. There is hereby ap:propriated out of 
any mon ey in t he Treasury not otherwise 

- appropriated, the sum of $10,224.08, of which 
amount (a ) not to exceed the sum of $30 
shall be credited to the account of T . A. 
Dillon, former · Treasury-State d isbursing 
clerk, Indian apolis, Ind., disbursing symbol 
45-01-30, to the extent necessary to adjust 
an overdraft r esulting from an overpayment 
by ch eck numbered 6,432 ,821:, dated August 
23, 1938; (b) not to exceed the sum ~f 
$1,728.46 shall be credited to the Treasurers 
account to t h e extent necessary to adjust 
unavailable it ems resulting from certain 
sh ortages, the amount of a check paid on a 
forged endorsement, the difference between 
the value of a stolen package of currency and 
the amount recovered, and the value.of three 
checks which were lost in the Office of the 
Treasurer of the United States_ after pay­
ment; and (c) not to exceed the sum of 
$8,465 .62 shall be credited to the account of 
Edwin H. Dressel, superintendent, United 
States Mint, Philadelphia, Pa., to the extent 
necessary to adjust an unavailable item rep­
resenting the contents of a bag containing 

. gold coins the absence of which from a vault 

. in the Philadelphia, Pa., Mint was discovered 
during February 1937, such coins h aving a 
face value of $5,000,andincrement of $3 ,465.62 
resulting from the reduction in the W?'g'1.t 
of the gold dollar. 

LA VERNE WIDPPLE 

The Senate proceeded to consider the 
bill (H. R. 3400) for the relief of La Verne 
Whipple, which had been reported from 
the Committee on Claims with an 
amendment, on page 1, .line 6, after the 
words "sum of", to strike out "$4,500'' 
and insert "$3,000." 

The amendment was agreed to. 
The amendment was ordered to be 

engrossed and the bill to be read a third 
time. 

The bill was read the third time and 
passed. 

ESTATE OF CECILE H. BURGETT 

The bill (H. R. 5048) for the relief of 
the estate of Cecile H. Burgett was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

·ELIMINATION OF CERTAIN CREDITS OF 
THE UNITED STATES 

The Senate proceeded to consider the 
bill (S. 2071) to eliminate as uncollect­
ible certain credits of the United States, 
which had been reported from the Com­
mittee on Claims, with an amendment, 
on page 2, after line 2, to insert a new 
paragraph as follows: 

The necessary bookkeep ing entries are 
hereby authorized and direct ed to be made 
on the books of the Government to accom­
plish the purposes of this act. 

So as to make the bill read: 
Be it enacted, etc., That, at the close of 

the fiscal year 1945, there are hereby au-
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thorized and directed to be eliminated, as 
uncollectible, from the accounts of the 
Treasury Dapartment, the Post Office Depart­
ment, and the General Accounting Office, the 
following items which have been carried as 
"Unavailable cash" since the year 1861: As­
sistant Treasurer of the United States, New 
Orleans, La., 1861, $31,164.44; Depositaries 
at Savannah, Ga., 1861, $205.76; Galveston, 
Tex., 1861, $83.36; Little Rock, Ark., 1861, 
$5,823.50. 

The necessary bookkeeping entries are 
hereby authorized and directed to be made 
on the books of the Government to accom­
plish the purposes of this act. 

Mr. BILBO. Will not the chairman of 
the committee give an explanation of 
the bill? 

Mr. TUNNELL. Mr. President, the bill 
provides for eliminating from the ac­
counts of the Treasury certain claims 
that were due by certain States before 
the War between the States. They · are 
not collectible, of course. They have 
been carried as assets of the Govern­
ment all these years. This bill is merely 
to straighten out the books. 

The PRESIDING OFFICER. The 
question is on agreeing to the amend­
ment reported by the committee. 

The amendment was agreed to. 
;rhe bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed . . 
NATURALIZATION OF PERSONS WITH 

. SERVICE IN WORLD WAR NO. 2 

Mr. CHAVEZ. Mr. President, while I 
was out of the Chamber a few minutes 
ago, calendar No. 1250, House bill 1284, 
was called, and the senior Senator from 
Mississippi [Mr. BILBO] asked that it go 
over, stating that he desired an explana­
tion. I wonder if the Senate will give 
me unanimous consent to recur to the 
bill so that I may make a short explana­
tion. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. WHITE. What is the request? 
The PRESIDING OFFICER. That the 

Senate return to Calendar 1250, House 
bill 1284, on page 10 of the calendar. 

Mr. CHAVEZ. Mr. President, I am not 
a member of the Committee on Immigra­
tion, but I happen to know the purport 
of the bill. The report was submitted 
to the Senate by the Senator from Geor­
gfa [Mr. RussELL], after a complete in­
vestigation of cases of men born in for­
eign countries now serving or having 
served in the naval and military forces 
of the United States, which cases would 
come under the provisions of the bill. 

I am sure that all Senators within 
hearing of my voice know that the Sen­
ator from Georgia is very diligent in in­
vestigating immigration cases, and on 
behalf of the Committee on Immigration 
he has reported the bill favorably. 

Mr. DANAHER. Mr. President, will 
the Senator y~eld? 

Mr. CHAVEZ. Yes. 
Mr. DANAHER. Is it not also the fact 

that the War Department and the Amer­
ican Legion have recommended the bill? 

Mr. CHAVEZ. That is true. There 
are probably 50 or perhaps a hundred 
boys who are actually in combat duty 
whom this bill would relieve in the mat­
ter of their becoming American citizens. 
They must go through the hazards of 

fighting in battle, and should be assisted 
in the way the bill assists them to be­
come American citizens. Every one who 
has considered the bill, including mem­
bers of the Committee on Immigration 
consider it to be a very good bill. The 
American Legion, the Veterans of Foreign 
Wars, the Disabled Veterans favor the 
bill. Many other requests have come 
not only from my State but from other 
States, that the bill pass. 

The VICE PRESIDENT. Is there ob­
jection to the present consideration of 
the bill? 

There being no objection, the Senate 
proceeded to consider the bill <H. R. 
1284) relating to the naturalization of 
persons not citizens who serve honor~ 
ably in the military or naval forces of 
the United States during the present 
war. 

Mr. DANAHER. Mr. President, in the 
committee amendment on page 2, line 
17, I move to strike out the words "be­
yond the continental limits of the United 
States." 

Mr. GEORGE. Mr. Pr.esident, I shall 
ask that the bill go over if that be done. 

·I have not had a chance to read the bill, 
but if the provision makes eligible indi­
viduals who serve outside of the United 
States, say the Philippines, or on islands 
in the Pacific--

Mr. DANAHER. Mr. President, let 
me call the Senator's attention to the 

· letter of the Attorney General which ap­
pears in Report No. 1232 to accompany 
House bill 1284. 

Mr. GEORGE. I shall be glad to hear 
it. 

Mr. DANAHER. The Attorney Gen­
eral calls particular attention to this 
point: 

If a person in this category serves honor­
ably in the armed forces of the United States, 
it would seem that he _should be given the 
same opportunity to become a citizen of the 
United States that if? accorded by existing 
law to a person who entered the United 
States legally, · 

Let me say to the Senator from Geor­
gia that if there are two brothers, both 
of whom, let us say, were born in Can­
ada and both of whom are in the Amer­
ican service, and if by accident of a War · 
Department order one is ordered to serv­
ice in France and the other is ordered to 
service, let us say, on the Panama Canal, 
the point is that one is eligible for citi­
zenship and the other is not. Surely we 
do not want any such unfair discrimina­
tion. The real test is whether or not 
the soldier, having been ineligible for 
naturalization for one reason or . an­
other-he may have lost his certificate of 
legal entry-and who ·is now in the 
armed forces, shall become qualified. 

Mr. GEORGE. I do not know what 
the effect of the Senator's amendment 
would be, but I should like to have the 
bill go over if the amendment is adopted, 
unless I can understand what it means. 
I · presume the bill makes eligible for 
American citizenship individuals who are 
not now entitled to come in under the 
quota. 

Mr. DANAHER. Not necessarily. 
Mr. GEORGE. It might. The meas­

ure must amend the quota law: it must 
amend the general immigration act. 

Mr. ·DANAHER. So there ·wm be no 
question; I will withdraw the amend­
ment. 

Mr. BURTON. Mr. President, com­
menting on House bill 1284, which is rec­
ommended by the Committee on Immi­
gration, it has already passed the House 
of Representatives, but the Committee 
on Immigration felt it might be wise to 
make it a little more · restrictive. The 

. purpose of it is especially this: There are 
many men in the armed services who had 
some irregularity relating to their entry 
into this country, and who, therefore, 
were unable to obtain prompt naturaliza­
tion. The result was that they became 
involved in military service abroad under 
conditions which might get them into 
difficulty with the enemy, they not being 
American citizens. Therefore it is felt 
vitally importa1;1t, and recommended by 
the War Department, the American Le­
gion, and the Department of Justice, that 
the procedure be simplified so that they 
can be promptly made citizens. When 
the bill passed the House it was in a 
broad form, but when acted upon by the 
Committee on Immigration two amend­
ments were inserted. One limited the 
measure to those who entered the service 
of the United States and begari to reside 
here prior to September 1, 1943, so as to 
avoid its being made use of as an escape 
from immigration procedures in the fu­
ture, but to cover those features where 
there had been some irregularities which 
could not otherwise be met. The other 
limited the measure to cases overseas, 
it being felt that those were the cases 
where the need would arise and where 
the soldiers would be put in jeopardy, 
whereas so long as they were in 'the 
United States they could follow the nor­
mal procedure. 

As I understand, the objection has been 
withdrawn. 

The VICE PRESIDENT. The amend­
men tof the Committee on Immigration 
will be stated. 

The amendment was on page 1, be­
. ginning in line 3 to strike out: 

That section 701 of the Nationality Act of 
1940, as amended, is amended-

(r) By striking out "who, having been 
lawfully admitted to the United States, in­
cluding its Territories and possessions, shall 
have been at the time of his enlistment or 
induction a resident thereof" . and inserting 
in lieu thereof the following: "who shall 
have enlisted or been 'inducted while in the 
United States, including its Territories and 
possessions." 

(b) By inserting after the words "no dec­
laration of intention" a comma and "no cer­
tificate of arrival." 

And insert; 
That section 701 of the Nationality Act of 

1940 (56 Stat. 182-183; 8 U. S. c. 1001), as 
amended, is amended-

(a) By striking out "who, having been 
lawfully admitted to the United States, in­
cluding its Territories and possessions, shall 
have been at the time of his enlistment or 
induction a resident thereof" and inserting 
in lieu thereof the following: "Who shall 
have been at the time of his enlistment or 
induction a resident thereof and who (a) was 
lawfully admitted into the United States, 
including its Territories and possessions, or 
(b) having entered the United States, in­
cluding its Territories and possessions, prior 
to September 1, 1943, being unable to estab­
lish lawful admission into the United States 
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serves honorably in such forces beyond the 
continental limits of the United States or 
has f >served." 

(b) By inserting after the words "no decla­
ration of intention" the following: "no cer­
tificate of arrival for those described in 
group (b) hereof." 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time ·and 
passed. 

Mr. BURTON. Mr. President, do I 
understand correctly that the committee 
amendment was adopted? 

The VICE PRESIDENT. The commit­
tee a1.1endment was adopted and the bill 

: has been passed, as amended. 
Mr. BILBO. Mr. President, is Calen­

dar· No~ 1250, House bill 1284, being 
, passed on? 

The VICE PRESIDENT. That is the 
bill which was passed, as amended. 

Mr. BILBO . . I asked that the bill go 
1 over. 
; Mr. BURTON. I understood the bill 
I' had been brought up again for consid-

·, eration and discussion. 
1 Mr. BILBO. I do not object to dis-
1 cussion; but I objected to the bill and 
; asked that it go over. 

·i The VICE PRESIDENT. Without ob­
: jection, the vote by which House bill1284 
l was passed will be reconsidered, and the 
1 bill will be passed over. 

Mr. BILBO subsequently said: Mr. 
President, a short time ago I objected to 

1 consideration of House bill 1284, Calen­
, dar No. 1250. I did not wish to be under­
: stood as having objected to the measure 
1 itself, but I wished to have an oppor­
. tunit:· to examine the bill and the report. 
1 I have done so, and I am pleased to with-
draw my opposition. 

The VICE PRESIDENT. Is there ob­
jection to th~ present consideration of 
House bill1284, Calendar No. 1250? The 
Chair hears none. 

J'4r. DANAHER. Mr. President, the 
bill has been considered and passed. 

Mr. BILBO. Mr. President, I now 
withdraw my objection. 

The VICE PRESIDENT. Is there ob­
jection to the present consideration of 
the bill? The Chair hears none. The 
question is on the passage of the bill. 

The bill \H. R. 1284) was passed. 
Mr. BURTON. Mr. President, am I 

to understand that the committee 
amendment has been agreed to, and that 
the bill has been passed as amended? 

The VICE PRESIDENT. Yes; the 
committee amendment was agreed to. 

The clerk will state the next bill on 
the calendar. 

PEARL SAIEVITZ HURWITZ AND RUTH 
t LEVIN 

The bill (H. R. 2373) for the relief of 
Pearl Saievitz Hurwitz and Ruth Levin 
was considered, ordered to a third read­
ing, read the thirci. time, and passed. 

MRS. AGNES WOLTERS 

The bill <H. R. 2213) for the relief of 
Mrs. Agnes Wolters was considered, or­
dered to a third reading, read the third 
time, and passed. 

SENATOR FROM WASHINGTON 

Mr. LUCAS presented the credentials 
of WARREN G. MAGNUSON, of Washington, 
appointed a Senator from that State for 
the unexpired term of Homer T. Bone, 
resigned, ending on the second day of 
January 1945, which were read, and or­
dered to be filed, as follows: 

STATE OF WASHINGTON, 
Executive Department, Olympia. 

TO the PRESIDENT OF THE SENATE OF THE 
UNITED STATES: 

This is to certify that puruant to the power 
vested in me by the Constitution of the 
United States and ·the laws of the State of 
Washington, I, Arthur B. LangUe, the Gov­
ernor of said State, do hereby appoint WAR­
REN G. MAGNUSON, a Senator from said State 

· to represent said State in the Senate of the 
United States, filling the vacancy therein 
caused by the resignation of Homer T. Bone. 

In witness whereof I have hereunto set my 
hand and caused the seal of the State to be 
affixed at Olympia this 12th day of December 
194.4. 

ARTHUR B. LANGLIE, 
Governor of Washington. 

By the Governor: 
(SEAL) ~ BELLE REEVES, 

Secretary ot State. 

Mr. LUCAS. Mr. President, the Sen­
ator-designate from Washington is pres­
ent in the Chamber, and ready to take 
the oath of office. 

The VICE PRESIDENT. If the Sen­
ator-designate will present himself at the 
desk, the oath will be administered to 
him. 

Mr. MAGNUSON, escorted by Mr. 
LucAS, advanced to the Vice President's 
desk, arid the oath prescribed by law was 
administered to him by the Vice Presi­
dent. 

LINDSEY HARCROW 

The VICE PRESIDENT. The clerk 
will continue the call of the calendar. 

The bill (H. R. 763) for the _relief of 
Lindsey Harcrow was considered, ordered 
to a third reading, read the third time, 
and passed. 

GLADYS A. ENNIS AND OTHERS 

The bill (H. R. 195) for the relief of 
Gladys A. Ennis as executrix of the es­
tate of George Pearse Ennis, deceased, 
and Oscar H. Julius; and the Excelsior 
Automotive Service, Inc., was considered, 
ordered to a third reading, read the third 
time, and passed. 
PUGET SOUND BRIDGE & DREDGING CO. 

The bill <H. R. 449) for the relief of 
the Puget Sound Bridge & Dredging Co., 
was considered, ordered to a third read­
ing, read the third time, and passed. 

GALEN E. WALTER 

The bill (S; 2088) for the relief of 
Galen E. Walter, was considered, ordered 
to be engrossed for a third reading, read 
the third time, and passed, as follows: 

Be it enacted, etc., That sections 15 to 20, 
inclusive, of the act entitled "An act to pro­
vide compensation for employees of the 
United States suffering injuries while in the 
performance of their duties, and for other 
purposes", approved September 7, 1916, a.s 
amended, are hereby waived in favor of Galen 
E. Walter, Pony, Mont., who allegedly sus­
tained an injury on May 9, 1942, while em­
ployed_ ,as a forest guard at the Galla,tin Na-

tional Forest, and his claim for compensation 
is authorized to be considered and acted upon 
under the remaining provisions of sucb act, 
a.s amended, if he files such claim within 6 
months from date of the approval of this 
act: Provided, That no benefit sl1all accrue 
prior to the approval of this act. 

ELSIE HAWKE 

The bill <H. R. 3584) for the relief of 
Elsie Hawke was considered, ordered to 
a third reading, read the third time, and 
passed. 
F. L. GAUSE AND THE LEGAL GUARDIAN 

OF ROSALIND AND - ~LEN GAUSE, 
MINORS 

The Senate proceeded to consider the 
bill <H. R. 3996) for the relief of F. L. 
Gause and the legal guardian of Rosa­
lind and Helen Gause, minors, which had 
been reported from the Committee on 
Claims with amendments~ on page 1, line 
5, after the words "sum of", to strike out 
"$10,000" and insert "$7,120.65"; and in 
line 9, after the words "sum of", to strike 
out ''$12,500" and insert "$6,000." · 

The amendments were agreed to. 
The amendments were ordered to be 

engrossed and the bill to be read a third 
time. 

The bill was read the third time and · 
passed. 

A. L. RINKENBERGER AND JOHN 
FLOERING . 

The Senate proceeded to consider the 
bill (H. R. 2066) .for tl:ie relief of A. L. 
Rinkenberger and John Floering which 
had been reported from the Committee 
on Claims, with amendments on page 1, 
line 6, after the words "sum or•·, to strike 
out "$5,000" and insert "$2,500"; ahd fn 
line 7, after the words "sum of", to strike 
out "$10,000" and insert "$7,500." 

The amendments were agreed to. 
The amendments were ordered to be 

engrossed and the bill to be read a third 
time. . .. 

The bill was read the third time and 
passed. · · 

MR. AND MRS., SEBASTIAN EGER 

The Senate proceeded to consider the 
bill <H. R. 976) for the relief of Mr. and 
Mrs. Sebastian Eger which had been re .. 
ported from the Committee on Claims 
with an amendment, on page 1, line 6, 
after the words "sum . of". to strike out 
"$2,000" and insert "$1,000." 

The amendment was agreed to. 
The amendment was ordered to be en .. 

grossed and the bill to be read a third 
time. 

The bill was read the third time ·and 
passed . . 

KELLY HOBBS 

The bill <H. R. 4125) for the relief of 
Kelly Hobbs was considered, ordered to a 
third reading, read the third time, and 
passed. 

HENRY STOVALL 

The bill <H. R. 1772) for the relief of 
Henry Stovall was considered, ordered to 
a third reading, read the third time, and 
passed. 

G. F . . ODOM 

The bill (H. R. 545) for the relief of 
G. F. Odol!l was considered, ordered to ·a 
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third reading, read the third time, and 
passed. 
RECOGNITION OF OUTSTANDING SERVICE 

RENDERED BY FIELD MARSHAL SIR 
JOHN DILL 

The joint resolution <S. J. Res. 158) 
recognizing the outstanding service ren­
dered to the United Nations by Field 
Marshal Sir John Dill was announced as 
next in order. 

The VICE PRESIDENT. The Chair 
will state that an identical joint resolu­
tion of the House is now pending before 
the Foreign Relations Committee, House 
Joint Resolution 317. Without objec­
tion, that committee will be discharged 
from further consideration of the joint 
resolution, and, without objection, 
House Joint Resolution 317 is passed, 
and the Senate joint resolution .will be 
indefinitely postponed. 

ESTATE OF EVERETT MAXWELL 

The bill <H. R. 4674) for the relief of 
the estate of Everett Maxwell was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

ROSA LEE FOREMAN 

The bill <H. R. 4309) for the relief of 
Rosa Lee Foreman was considered, or­
dered to a third read, read the third time, 
and passed. 

EMPLOYEES OF THE UNITED STATES 
COURT FOR CHINA 

The bill <H. R. 4080) for the relief of 
certain former employees of the United 
States Court for China was considered, 
ordered to a third reading, read the third 
time, and passed. 

MRS. WILLIA!v'I M. WATSON AND R. H. 
PRICE 

The bill · <H. R. 3323) for the relief of 
Mrs. William M. Watson and R. H. Price 
was considered, ordered to a third read­
ing, read the third time, and passed. 

ESTATE OF EMMA B. FLEET 

The bill <H. R. 4878) for the relief of 
the estate of Emma B. Fleet, deceased, 
was considered, ordered to a third read­
ing, read the third time, and passed. 

WILLIAM WEBER 

The bill <H. R. 4200) for the relief of 
William Weber was considered, ordered 
to a third reading, read the third time, 
and passed. 

MRS. FLORENCE ARMSTRONG 

The bill <H. R. 4331) for the relief of 
Mrs. Florence Armstrong was considered, 
ordered to a third reading,. read the third 
time, and passed. 

ESTATE OF FRANCIS A. COLLINS 

The bill <H. R. 5034) for the relief of 
the estate of Francis A. Collins was con­
sidered, ordered to a third reading, read 
the third time, and passed. 
BOARD OF COUNTY COMMISSIONERS OF 

VOLUSIA COUNTY, FLA. 

The bill <H. R. 4815) for the relief of 
the Board of County Commissioners of 
Volusia County, Fla., was considered, or­
dered to a third reading, read the third 
time, and passed. 

WILFRED T. PLANT, SR. 

The bill <H. R. 4817) for the relief of 
Wilfred T. Plant, Sr., was considered, or­
dered to a third reading, read the third 
time, and passed. · 

MRS. ROSE POISSON 

The bill <H . . R. 3285) for the relief of 
Mrs. Rose Poisson, was considered, or­
dered to a third reading, read the third 
time, and passed. 

MRS. ANNA CHANDLER 

The bill <H. R. 3881) for the relief of 
Mrs. Anna Chandler, was considered, or­
dered to a third reading, read the third 
time, and passed. 

HENRY CLAY WALKER 

The bill <H. R. 4305) for the relief of 
Henry Clay Walker, was considered, or­
dered· to a third reading, read the third 
time, and passed. 

EXTENSION OF REISSUED LETTERS 
PATENT NO. 19,023 

The bill <H. R. 2994) to extend Reis­
sued Letters Patent No. 19,023, was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

IRA CANNON 

The bill <H. R. 4105) for the relief of 
Ira Cannon was considered, ordered to a 
third reading, read the third time, and 
passed. 

WASHINGTON ASPHALT CO. 

The bill <H. R. 2903) for the relief of 
Washington Asphalt Co., was considered, 
ordered to a third reading, read the third 
time, and passed. 

0. S. STAPLEY CO, 

The bill <H. R. 3852) for the relief of 
the 0. S. Stapley Co., was considered, or­
dered to a third reading, read the third 
time, and passed. 

F. L. RIDDLE 

The bill <H. R. 1218) for the relief of 
F. L. Riddle was considered, ordered to 
a third reading, read the third time, and 
passed. 

JOHN CASEY AND MARIE CASEY 

The bill <H. R. 4016) for the relief of 
John Casey and Marie Casey was con­
s!dered, ordered to a third reading, read 
the third time, and passed. 

ESTATE OF IDA M. RUTHERFORD 

The bill <H. R. 2827) for the relief of 
the estate of Ida M. Rutherford was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

ESTATE OF ANNIE BROWN 

The bill <H. R. 4703) for the relief of 
the estate of Annie Brown was consid­
ered, ordered to a third reading, read 
the third time, and passed. 

LEGAL GUARDIAN OF VIOLET DEGROOT 

The bill <H. R. 3727) for the relief ·of 
the legal guardian of Violet DeGroot was 
considered, ordered to a third reading, 
read the third time, and passed. 

ALBERT B. WEAVER 

The bill <H. R. 4442) for the relief of 
Albert B. Weaver was considered, or-

dered to a third reading, read the third 
time, and passed. 

CLARENCE G. DOELLING 

The bill <H. R. 3279) for the relief of 
Clarence G. Doelling was considered, 
ordered to a third reading, read the 
third time, and passed. 
CITY AND COUNTY OF SAN FRANCISCO 

The bill <H. R. 3590) for the relief of 
the city and county of San Francisco 
was considered, ordered to a third read­
ing, read the third time, and passed. 

ARCHIE BERBERIAN 

The bill <H. R. 3465) for the relief of 
Archie Berberian was considered, or­
dered to a third reading, read the third 
t ime, and passed. 

MABELLE E. OLIVE 

The bill (H. R. 4380) for the relief of 
Mabelle E. Olive was considered, ordered 
to a third reading, read the third time, 
and passed. 

CLYDE H. PALMER 

The bill <H. R. 5060) for the relief of 
Clyde H. Palmer was considered, or­
dered to a third reading, read the third 
time, and passed. 

MRS. RUBY WINSCH 

The bill <H. R. 4014) for the relief of 
Mrs. Ruby Winsch was considered, or­
dered to a third reading, read the third · 
time, and passed. 

HUBERT McMAHON 

The bill <H. R. 3017) for the relief of 
Hubert McMahon, was considered, or­
dered to a third reading, read the third 
time, and passed. 

FLOYD E. AND LENA MAE DRUMMOND 

The bill <H. R. 3678) for tl:e relief of 
Floyd E. and Lena Mae Drummond, was 
considered, ordered to a third reading, 
read the third time, and passed. 
ACCOUNTS OF CLERKS AND MARSHALS 

OF UNITED STATES COURTS 

The bill <H. R. 2969) to establish of­
ficial checking accounts with the Treas­
urer of the United States for clerks of 
United States courts and United States 
marshals, was ccnsidered, ordered to a 
third reading, read the 'third time, and 
passed. · 
TRANSFER OF CERTAIN LAND FROM VET­

ERANS ADMINISTRATION TO CITY OF 
LOS ANGELES, CALIF. 

The bill (S. 2185) to authorize the Ad­
ministrator of Veterans' Affairs to trans­
fer by quitclaim deed to the city of Los 
Angeles, Calif., for fire-station purposes, 
the title to certain land located at Vet­
erans Administration facility, Los An­
geles, Calif., was considered, ordered to 
be engrossed for a third reading, read 
the third time, and passed, as follows: 

Be it enacted, etc., That the Administrator 
of Veterans' Affairs be, and he is hereby, au­
thorized and directed to transfer b_y quit­
claim deed to the city of Los Angeles, State 
of California, the property hereinafter de­
scribed and located at the Veterans' Admin­
istration facility, Los Angeles, Calif., sub­
ject to the conditions that the property shall 
be used for fire-station purposes and that 
24 hours' fire protection be furnished. to all 
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. accessible parts of the Veterans' Administra- The next amendment was in section 3, 

tion facility, Los Ange~es. Calif., v,:ithout on page 3, line 9, after the word "regard­
charge: . ed", to insert "ex-cept for purposes of tax-

That portion of lot 2, block 23, subdivision ation." 
of Rancho San Jose De Buenos Ayres~ as 
per map recorded in book 26, pages 19 to 25, The amendment was agreed to. 
inclusive, Miscellaneous Records of Los An- Mr. WALSH. Mr. President, I offer 
geles county, bounded and described as fol- the amendment which I send to the desk 
lows: and ask to have stated. 

Beginning at a point in the northeasterly The VICE PRESIDENT. The amend-
line of Veteran Avenue, formerly Lookout ment offered by the Senator from Mas­
Avenue, as described in deed recorded 1n sachuset ts will be stated. 
book 5162, page 231, of deeds, records of said The CHIEF CLERK. In section 2, on p age 
county, distant thereon eight een feet north- 2, at the end of line 24, it is proposed 
westerly from t he northerly line of that cer-
t ain twenty-foot strip of land conveyed to to insert "shall be paid, upon the estab-
the county of Lcs Angeles for drainage pur- lishment of a valid claim therefor, in the 
poses, described in parcel 1 of deed recorded following order of precedence: F irst, to 
in book 7376, page 225, Official Records of the beneficiary or ben efic iaries, if any, 
said county, said point of beginning being lewfully designated by the employe'e 
distant along said northeasterly line of Vet- under the retirement act applicable to 
eran Avenue northwesterly seven hundred 
and thirty-three and eighty-five one-hun- his service; second, if there be no such 
dredths feet from the northwesterly line of designated beneficiary, to the estate of 
Wilshire Boulevard, one hundred feet wide; such deceased employee." 
thence northwesterly along said northeast-' Mr. WALSH. Mr. President, I have 
erly line one hundred feet; thence northeast- conferred with the Sena tor from Cali-

. erly at right angles to said northeasterly line fornia [Mr. DOWNEY] and he has no ob-
one hundred and fifty feet; thence south- jection to the amendment. 
easterly parallel with said northeastedy line The VICE PRESIDENT. The question 
of Veteran Avenue one hundred feet; thence 
southwesterly in a direct line one hundred is on agreeing to the amendment offered · 
and· fifty feet to the point of beginning; by the Senator from Massachusetts [Mr. 
containing three hundred and forty-four WALSH]. 
one-thousandths acre, more or less. . The amendment was agreed to. , 

The deed authorized by this act shall con- Mr. DOWNEY. Mr. President, I wish 
t ain the express reservation that s~ould the to offer several perfecting amendments 
city of ·Los Angeles, Calif., eitner fail to use . to the bill so as to have the terms of the 

. the property for fire-station purposes or 
furnish twenty-four hours' fire protection to bill apply to employees of the District of 
all accessible parts of the Veterans' Admin- Columbia. · 
istration facility, Los Angeles, Calif., then all - The VICE PRESIDENT. The first 
right, title, and interest in such property amendment offered by the Senator from 

. shall revert to and revest in and become the California will 'be stated. 
property of the United States, except in the The CHIEF CLERK. In section 1, on 
event that such failure to so furnish fire pro- page 2, line 6, after the word "service" it 
tection is temporary and is due to condi-
tions beyond the control of the city of Los is proposed to insert "or in or under the 
.Angeles. The deed shall further provide Government of the District of Colum-
that in the event · that all right, title, ·and bia.'' . 
interest in such property: ·so revert to and re- The amendment was agreed to. 
vest in the United States, the city of Los The VICE PRESIDENT. The . next 
Angeles may remove the buildings and struc- ff t 
tures then existing · OJ:\ such property upon amendment o ered by he Senator from 
condition that said city of Los Angeles re- California . will be stated. , 

, store the land as nearly as possible to lts The · CHIEF CLERK. In section 1, on 
former condition without expense to the page 2, · following the period in line 12, 
United States. it is proposed to strike out "The'' and 
CONVEYANCE OF CERTAIN EASEMENTS 

TO CH~SAPEAKE & OHIO RAILWAY 

The bill <H. R. 5453) authorizing the 
conveyance by the Secretary of tbe In­
terior to the Chesapeake & Ohio Railway 
Co., a railroad corporation, of . certain 
perpetual easements near Afton, in Au­
gusta and Nelson Counties, Va., being a 
portion of the Blue R!dge Parkway land 
of the Shenandoah National Park, was 
considered, ordered to a third reading, 
read the third time, and passed. 
LUMP SUU PAYMENT TO GOVERNMENT 

EMPLOYEES FOR ACCRUED ANNUAL 
LEAVE 

The s~nate proceeded to consider the 
bill (H. R. 4918) to provide for the pay­
ment to certain Government employees 
for accumulated or accrued annual leave 
due upon their separation from Govern­
ment service, which had been reported 
from the Committee on.Civil Service with 
amendments. 

The first amendment was in section 1, 
on page 2, line 15, after the word "re­
garded", to lnsert "except for purposes of 
taxation." 

The amendment was agreed to. 

insert "in the case of reemployment in 
the Federal service the." 
, The amendment was agreed to. 

The VICE PRESIDENT. The next 
amendment offered by the Senator from 
California will be stated. 

The CHIEF CLERK. In section 1, on 
page 2, line 14, after the word "receipts" 
it is proposed to insert a comma and tne 
words "and in case of reemployment in 
or under the Government of the District 
of Columbia the sum so. refunded shall 
be covered into the Treasury to the 
credit' of the District of Columbia.'' 

The amen.dment was agreed to. 
Mr. TAFT. Mr. President, will the 

Senator explain exactly what the biU 
does? It has some relation to the pro­
gram which we considered- fo.r unem­
ployment compensation for Federal em­
ployees, which was dis'cussed in the con-
ference committee. -

Mr. DOWNEY. · No. I can say to the 
distinguished Senator that · the · bill 
merely provides •a method by which ac­

. cr.ued _leave . compensation may be paid 
to Government employees upon their 

· discharge from the· civil service; There- . 
port is very brief. If the Senator ce-

sires to have it read, I ·shall be ·glad to 
read it. It is entirely expla11atory. · 

Mr. TAFT. I should like to know 
wha.t the bill provide.s for employees that 
they do not now receive. 

Mr. DOWNEY. It merely means that 
they will receive in a lump sum upon 
their discharge from the civil service 
any payment which is due them because 
of accruals, or because of not having 
taken vacations. Does the Senator wish 
to have the r eport read? It is very brief. 

Mr. TAFT. Am I to understand that 
today if an employee is discharged, and 
has accumula ted leave, he is permitted 
to remain on the pay roll for 3 or 4 
weeks until he is p aid? 

Mr. DOWNEY. That is C'Jrrect. 
Mr. TAFT. Without performing any 

service? 
Mr. DOWNEY. That is correct. 
Mr. TAFT. Would this bill merely 

provide that in cases in which a dis­
charge occurs, the money due pim may 
be paid in a lump sum? 

Mr. DOWNEY. That is correct. I 
will say to the distinguished Senator that 
it would cost the Government not 1 cent 
more. 

'Mr. TAFT. Is that the only· purpcse 
of the bill? 

Mr. DOW'NEY. That is its only pur­
pose. · 

Mr. BURTON. Mr. President, I un­
derstand that there is also . a benefit in 
connection with the death of an em­
ployee. The bill would ·enable the es­
tate to collect a lump sum, which is, of 
course, a matter of convenien.ce. 

Mr. DOWNEY. That is correct. 
The VICE PRESIDENT. The question 

i~ on _the. engrossment of the amend­
ments and the third reading of the bill. 

. The amendments were ordered to be 
engros'sed and the bill to be read a third 
time. . 

The bill was read the third time and 
passed. 

Mr. BURTON. Mr. President, I should 
like to ask the Senator from California if 
he will have placed in the REcORD, imme­
diately following the discussion, the re­
port of the committee, inasmuch as the 
printed report has not been placed on 
the desks of Senators. 

·Mr. DOWNEY. In accordance with 
the request of the Senator from Ohio, 1 
send to the desk the report on the bill 
just passed, and asl:;: that it b~ printed in 
the RECORD at this point. 

There being no objection, the report 
<No. 1300) was ordered to be printed in 
the REcORD, as follows: 

The Committee on Civil S~rvlce, to whom 
was referred the bill (H; R. 4918) to provide 
for the payment to certain GoveJ nment em­
ployees for accumulated or accrued annual 
leave due upon their separation frcm Gov­
ernment service, having considered the same, 
1·eport favorably the.reon .with amendments 
and 'recommend that the bill, as amended, 
do pass. · · 

The purpose of the bill: is to provide for a 
lump-sum payment for accumulated or ac­
crued annual or vacation leave due to any 
officer or employee of the Gov-ernment in the 

. event of his Eepare.tion from ·the eervice. 
Under existing law a separated employee can 
be GOmp_ensated.for accum;.J.lated and accrued 
leave only by being reta~ned_ on ~he pay _roll 
until he has received salary covered by the 
period of such leao;;e. 
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The first section of the bill provides for 

payment to the separated employee equal 
to the compensation which he would have 
received had he remained in the service until 
the expiration of the period of his accumu­
lated and accn•ed leave. In the event an 
.employee who has received a lump-sum pay­
ment under the bill becomes reemployed in 
the Government service prior to the expira­
tion of his leave period, he would be re­
quired, under the provisions of the bill, to 
refund to the Government an amount equal 
to the compensation covering the period be­
tween the date of reemployment and· the 
expiration of such leave period. 

Section 2 of the bill makes provisiol) for 
making payment for accumulated and ac­
crued annual leave to the estates of deceased 
employees. 

Under section 3 provision is made for pay­
ment in the case of employees transferring 
to positions under different leave systems. 
In the past such payments have been pre­
vented by the prohibition against receiving 
dual compensation. 

The provisions of the bill will in many 
cases providP. needed financial assistance to 
separated employees in returning to their 
homes and reestablishing themselves in 
other employment. In addition, the bill 
would provide other benefits, such as elim­
ination of the . problem of dual conipensa­
·tion; stop service credit on the last day of 
active duty; permit the immediate filling 
of vacancies due to the separatlon of em­
ployees; and would eliminate much time­
'consuming paper work and pay-roll sections, 
with a resulting saving of expenses to the 
Government. · 

The bill as passed by the House provided 
. that lump-sum payments to employees there-
. under should not be regarded as salary or 
. compensation and should not be subject to 
i·etirement deductions. The committee re- · 
commends that this provision be amended 
where it appears in sections 1 and 3 so as 

·to make it clear that it is not intended to 
exempt such payment ·from taxation. · 

The enactm·ent of this legislation has been , 
recommended by the Civil Service Commis-

. sion. 

require more discussion than is possible 
under these circumstances, and that it 
ought not to be passed· on the call of the 
calendar. 

Mr. DOWNEY. Let me say to the dis­
tinguished Senator that this amendment 
·merely defines the word "physician" in 
the bill. It is a perfecting amendment. 

Mr. REED. I have no objection to the 
Senator offering perfecting amend­
ments. When they shall have been dis­
posed of, however, I think the bill should 
go over. 

Mr. DOWNEY. If the Senator will 
further withhold his objection, I should 
like to read the report on the bill. It is 
very brief. 

Mr. REED. I have read it. 
Mr. DOWNEY. No objection has been 

raised to the bill. It is acceptable to 
the physicians' societies, and all the civil 
service groups want it. The Civil Serv­
ice Commission and other Government 
agencies favor it. All the bill provides 
is an authorization so that if Congress 
makes the appropriation, emergency 
dental care and emergency physical care 
.may be provided in the various Govern­
mental agencies, just as in the Senate · 
we have a physician who provides a cer­
tain degree ·of medical attention. The 
bill would authorize such medical at­
tention to be requested of Congress by 
the various agencies, but nothing could 
be done until an appropriation was made 
by Congress. So far as I am aware there 
is no objection to the bill from any 
source. It was fa vor&.bly reported from 
our committee by unanimous vote. 
Under those conditions, I wonder if the 
Senator can see fit to withdraw his ob­
jection. 

The VICE PRESIDENT. Vlithout ob­
jection, the amendment is agreed to • 

Mr. TAFT. Mr. President, I object. 
HEALTH PROGRAMS FOR GOVERNMENT Mr. REED. Mr. President, I did not 

E~LOYEES withdraw ·my objection. The Senator 
The Senate proceeded to consider the from California has introduced a bill 

· bill <S. 2201) to provide health programs authorizing "the heads of departments 
for Government employees. and agencies, * * • within the 

Mr. DOWNEY. Mr. Presip.ent, I send limits of appropriations made available 
to the desk a perfecting amendment therefor, to establish by contract or 
which I wish to offer, and ask that it ~be otherwise health programs which will 
stated. provide health services for employees 

The VICE PRESIDENT. The amend- under their respective jurisdictions." 
ment offered by the Senator from Cali- If that is not a rather sweeping measure, 
fornia will be stated. I do not know what one would be. Cer­

t~Jnly it should receive more considera­
The CHIEF CLERK. On page 2, after the tion than it can receive during the call 

period in line 16, it is proposed to insert of the calendar, when we are proceed­
the following: ing under the 5-minute rule. So, Mr. 

Wherever the profflssional services of phy- Presidtnt, I maintain my objection. 
sicians are authorized to be utilized under Mr. DOWNEY. Mr. President, at this 
this act, the cefinition of physician con- time 1 desire to read the very short re­
tained in thP. act of September 7, 1916, as 
amended (U. s. c., 1940 ed., title 5, ch. 15, port which accompanies the bill. It is 
sec. 790), shall be applicable. Report No. 1299, and it reads as follows: 

U R D M p 'd t 1 t th b'l The Committee on Civil Service, to whom 
· r. EE · r. resi en • e e 1 1 was referred the bill (S. 2201) to provide for 

go over. health programs for Government employees, 
Mr. DOV/NEY. Mr. President, will the having considered the same, report favorably 

Senator withheld his objection for a mo- thereon without amendment and recommend 
ment? ' that the bill do pass. 

:Mr. REED. Very well. The purpcse of the biil is to provide for 
Mr. DO\VNEY. Let me say to the Sen- promoting and maintaining the physical and 

. ator that this is merely a perfecting mental fitness of employees of the Federal 
amendment which defines the word Government. To carry out these purposes 

the heads of departments and agencies would 
''phys' cian" as used in the bill. be authorized, within the limits of appro-

. · Mr. REED. A hesty glance at the bi.ll priations made by the Congress, to establish 
a.nd th~ report of the committee indi- health programs for their employees. Serv­
cates that it is of such a character as to ices provided under sucll. programs shall be 
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limited to treatments of minor illnesses and 
dental conditions and emergency cases of 
injury or illness sustained by an employee 
in the performance of his duty; preemploy­
ment and other examinations; referral of em­
ployees to private physicians and dentists; 
and education and preventive programs re­
lating to health. 

The Civil Service Commission is designated 
as the coordinating agency in the develop­
ment of such services, and programs shall be 
established only upon recommendation of 
the Commission after consultation with tlc.e 
Public Health Service. 

The enactment of this legislation has been 
recommended by the Civil Service Commis­
sion, the Public Health Service, the Bureau 
of the Budget, and a number of other Fed­
eral agencies. 

I may say that such services have 
already been set up in many govern­
mental agencies; and, as I have stated, 
such services are maintained here in 
Congress, as well as in other govern­
mental agencies. 

The VICE PRESIDENT. Objzction 
being heard, the bill will be passed over. 
ESTABLISHMENT OF DISTRICT OF COLUM­

BIA AS A JUDICIAL CIRCUIT 

The bill <H. R. 5518) to amend section 
119 of the Judicial Code, was considered, 
ordered to a third reading, read the third 
time, and passed. 

REGISTRATION AND PROTECTION OF 
TRADE-MARKS 

The. Senate proceeded to consider the 
bill (H. R. 82) to provide for the registra­
tion and protection of trade-marks used 
in commerce, to carry out the provisions 
of certain international conventions, and 
for other purposes, which had been re­
ported frsm the Committee on Patents, 
with amendments. 

The first amendment was, on page 5, 
·in line 1, after the words "use of the", to 
strike out "goods", and insert "marks." 

The 'amendment was agreed to. 
The next amendment was, 0:.1 ~age 16, 

after line -;.~1, to insert "This subsection 
shall not be ~ubject to the provisions of 
section 13 of this act.'' 

The amendment was agreed to. 
The next amendment was, on page lS, 

line 7, after the word "register", to in­
sert "or any Government agency which 
believes that the public interest will be 
adversely affected." 

The amendment was agreed to. 
The next amendment was, on page 16, 

line 12, after the word "registered", to 
insert "except that the fee and verifica­
tion herein provided for shall not be re­
quired of any Government agency." 

The amendment was agreed to. 
The next amendment was on page 17, 

in line 1, after the word ''fee", to insert 
"or any Government agency which be­
lieves that the public interest is or will 
be adversely affected may without the 
payment of fee,". 

The amendment was agreed to. 
The next amendment was, on page 21, 

after line 16, to insert: 
The Commissioner of Patents shall not be 

a neces.c;ary party to an inter partes pro­
caeding under Revised Statutes 4915, but he 
shall be notified of the filing of the bill by 
the clerk of the court in which it is filed and 
the Commissioner shall have the right to 
intervene in the action. 

'!'he amendment was agreed to. 
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The next amendment was, on page 23, 

in line 24, after the word "register", to. 
strike out "he may at any time apply 
to the Commissioner to cancel such reg­
istration," and insert "or whenever any 
Government agency believes that the 
public interest is adversely affected peti­
tion to cancel such registration may be 
filed with the Commissioner at any 
time." 

The amendment was agreed to. 
The next amendment was, on page 

24, line 23, after the figure "42", to insert 
"(b)." 

The amendment was agreed to. 
The next amendment was, on page 

25, in line 3, to strike out: 
SEc. 28. Registration on the supplemental 

register or under the Act of March 19, 1920, 
shall not be filed in the Department of the 
Treasury or be used to stop importations. 

The amendment was agreed to. 
The next amendment was, on page 25, 

in line 20, after the word "registration," 
to strike out the colon and the words: 
"Provided, however, Tha~ the foregoing 
requirement as to notice shall be deemed 
fulfilled in respect to a registered mark 
used in connection witb. goods or services 
of foreign origin if the mark as used is 
accompanied by the notice of registra­
tion used in the country of origin of the 
goods or services to denote registration 
there." 

The amendment was agreed to. 
The next amendment was, on page 30, 

after line 6, to strike out: 
(3) If goods bearing a registered mark have 

been put on the market by or with the author­
ity of the registrant of a registered mark or 
in any package or other container bearing . 
said mark and a notice that the goods may 
be resold only unaltered or unrenovated or 
in the original package or container and said 
goods or any part thereof have, without the 
authority of the registrant, been transferred 
to another package or container or· been in 
any way altered or renovated, any person 
who shall, ·in commerce, make any use of or 
reference to said registered mark upon or in 
connection with the sale or advertising of 
such transferred or altered or renovated goods 
shall be liable to a civil action ~y the regis­
trant for any or all of the remedies herein­
after provided. 

The amendment was agreed to. 
The next amendment was, on page 32, 

after line 11, to insert: 
(6) That the mark whose use is charged as 

an infringement was registered and used prior 
to the publication under subsection (a) or 
(c) of Eection 12 of this act of the registered 
mark of the registrant. and not abandoned: 
Provided, however, That this defense shall 
apply only where the said mark has been 
published pursuant to subsection (c) of sec­
tion 12 and shall apply only for the area in 
Which the marlt was used prior to the date 
of publication of the registrant's mark under 
subsection (a) or (c) of section 12 of this 
act. 

Mr. McKELLAR. Mr. President, I 
should like to ask the Senator from Flor­
ida about the bill. It seems that there 
are a great many pages to it. Does it 
generally go over the patent law? 

Mr. PEPPER. No; it relates only to 
the trade-mark law. 

Mr. McKELLAR. Does it make 
changes in the trade-mark law? 

Mr. PEPPER . . It does make some 
changes. I should like the Senator to 
_!{now that Mr. FRITZ LANHAM, for whom 

I know the Senator has such high re­
gard, met with the Committee on Pat­
ents several times. The House has 
passed the bill three times. The Senate 
committee reported it favorably last year, 
but it was not reached in time to be 
passed during the last session. Recently 
we held hearings on the bill. 

Mr. McKELLAR. What changes 
would the bill make in the trade-mark 
law? 

Mr. PEPPER. The bill is somewhat 
of a recodification of the trade-mark law, 
let me say to the Senator. 

Mr. McKELLAR. That is the point 
about which I was thinking. If it- is a 
recodification of the entire trade-mark 
law, should it not be taken up at some 
other time, rather than new, under the 
5-minute rule? The trade-mark law is 
very important. If the bill makes im­
portant changes-and from the fact that 
the clerk has been reading an amend­
ment on page 32, I judge that it does­
and if it is a recodification of all the 
trade-mark law, I ask the Senator if he 
will not allow its consideration to go over 
until some other time, when it can be 
discussed at greater length. 

Mr. HAWKES. Mr. President, if the 
Senator will yield to me, I should like to 
make an explanation to the Senator from 
Tennessee. When he understands what 
the committee has gone through and 
that the bill has been before Congress 
for 6 years and that practically every es­
sential feature of the bill, except the few 
amendments, has been approved by the 
House of Representatives twice and has 
been approved by the Senate twice, I 
think the Senator will not object to its 
present consideration. In other words, 
Mr. President, the bill was almost passed 
by the Senate during the last Congress, 
but at the last moment was sent back to 
committee for a simple amendment, and 
therefore did not become law. 

When I tell the Senator from Tennes­
see that the bill will not become effective 
for a whole year after it is passed, and 
that any amendment which he or any 
other Senator may think is necessary 
can be taken up in the next session of 
Congress without any difficulty, I am sure 
he will not object to the present consid­
eration of the bill. 

I should like to read to the Senator a 
statement contained in the hearings on 
the bill, which refers to the things the 
bill will accomplish. It will take me only 
a minute or two to read it: 

1. To put all existing trade-mark statutes 
1n a single piece of legislation. 

2. To carry out by statute our international 
commitments to the end that A::nerican trad­
ers in foreign countries may secure the pro- · 
tection to their marks to which they are 
entitled; Although it has solemnly pledged 
at inter-American conventions to do so, the 
United States has failed adequately to protect 
owners of trade-marks in the other American 
count-'es doing business with this country. 
As a result of this inaction our business or­
ganizal.ions have not received reciprocal ad­
vantages in the other Americas. The bill 
remedies th!s matter, eliminates these sources 
of friction with our Latin-American friends, 
and will facilitate mutual trade in this hem­
isphere. These features make this bill of pri­
mary importan(;e now. 

3. To modernize the trade-mark statutes so 
that they will conform to legitimate present­
day business practice, 

4. To remedy construction of the present 
acts which have in several instances obscured 
and pe: verted their original purpo:;e. These 
constructions have become so ingrained that 
the only way to change them is by legislation. 

5. Generally to simplify trade-mark prac­
tice, to secure trade-mark owners in the good­
will which they have built up, and to protect 
the public from imposition by the u£e of 
counterfeit and imitated marks and false 
trade descriptions. 

Mr. President, I may say that at the 2-
day hearing which was conducted by the 
Senator from Florida [Mr. PEPPER] as 
chairman of the subcommittee, we were 
told over and over again that 90 percent 
of the business institutions of the coun­
try, both large and small, approved this 
bill. At the hearings there were repre­
Eented many departments of the Gov­
ernment. The Department of Justice was 
represented. Practically every defect 
which was pointed out was cured. The 
bill now before the Senate has t}Je ap­
proval of the business interests of the 
United States. They have worked for 6 
years for such a bill. To reject the bill 
now would be almost a travesty on justice. 
.We would have a full year after the en­
actment of the law to cons~der amend­
ments to the law if anything wrong 
·should develop with it. I urge the Sen­
ator from Tennessee not to object to the 
passage of the bill. 

Mr. McKELLAR. Mr. President, the 
statement made by my distinguished 
friend the Senator from New Jersey [Mr. 
HAWKES] is very persuasive. Anything 
he says · is always persuasive with me. 
I am not familiar with trade-marks. 
When the statement was· made awhHe 
ago that the bill would result in a recod­
ification of the trade-mark law, I realized 
that the matter was important. Trade­
-marks are very important. It seems to 
me that a bill of this character, espe­
cially one which would not become effec­
tive for a year, should be brought before 
the Senate at some 'time when we can 
go thoroughly into it and discuss it fully. 
I know very little about trade-marks. I 
believe I have tried a few lawsuits con­
cerning them, but they were tried many 
years ago. I do not have a clear ·recol­
lection with regard to them. I am won­
dering if it would not be safer for us to 
have the matter of the recodification of 
all the trade-mark laws now on the stat­
ute books postponed until a time when 
the subject can be carefully examined 
instead of trying to examine it under the 
5-minute rule during the last days of the 
Congress. 

Mr. HAWKES. Mr. President, I have a 
very wholesome regard for my distin­
guished friend from Tennessee. H~ has 
been very helpful to me since I came to 
the Senate. 

The Senator from Florida has said that 
the effect of the bill would be a recodifi­
c&.tion of the whole trade-mark law. I 
do not believe that would be the effect. 
I may say that the proposal now before 
us, with the exception of a few amend­
ments, has been before the Senate for 6 
years. We have had four hearings on 
the pending bill. We have spent thou­
sands of dollars in connection with it. 
To say now to the people of the United 
States at this late date, after it has been 
acted upon by three Congresses, that we 
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do not know what it means, and to re­
ject it in the expiring moments of this 
Congress, when a whole year will be al­
lowed in whic.h to amend the law, would, _ 
in my opinion, be inexcusable. I say to 
my clear friend, the Senator from Ten­
nessee, tha.t for the Senate to reject the 
bill now would be a reflection on Con­
gress. 

Mr. McKELLAR. Mr. President, Ire­
gret seeing a bill so important as the one 
now before us passed with so little con­
sideration having been given to it. How­
ever, I shall not object. 

Mr. O'MAHONEY. Mr. President, I 
regret very much being compelled to 
object. It will be observed that the bill 
was reported to the Senate on December 
4. That was scarcely more than a week 
ago. It was reported with several­
amendments. The reason why the bill 
was not enacted during the several past 
years was the serious objection made to 
its terms. I know that in my office at 
the present moment there are communi­
cations frem persons who are affected by 
the trade-mark law, and who object to­
some of the provisions of the bill. I 
have not had an opportunity to examine 
those communications, nor have I had 
an opportunity since the 4th of Decem-­
ber to examine the report of the com­
mittee, or the amendments which have 
been suggested. Therefore, · Mr. Presi­
dent, much r.s I regret doing so at this 
hour, I must object to the present con­
sideration .of the bill. 

The- PRESIDING OFFICER. Objec­
tion is heard, and the bill will be passed 
over. 

Mr. PEPPER. Mr. President, I give 
notice now that at the conclusion of the 
call of the calendar I shall make a mo­
tion either to proceed to the considera­
tion of this bill, or to fix a time for its 
consideration by the Senate. 

Mr. HILL. Mr. President, I may say 
to my distinguished friend, the Senator 
from Florida [Mr. PEPPER], that the Sen-· 
ate has some very tirg(mt matte-rs to 
consider. I am not sure· that the Senate 
can very well take up consideration of 
this bill immediately ·at' the conclusion 
of the call of the calendar. There is a 
deficiency bill which will have to be 
passed, very likely tomorrow. We have 
certain nominations to considet:, some· 
conference reports; and other important 
matters which will have to be acted upon. 
I shall be glad to confer with the Senator 
about the matter. 

Mr. PEPPER. Very well. 
The PRESIDING OFFICER. The 

Chair asks the Senate to indulge the 
Chair in suggesting that Senators ad­
G.ress the Chair so that the business of 
the Senate may be dispatched in an or­
derly way. The Chair will endeavor to 
recngnize each and every Senator who 
desires to address the Chair, and will co­
operate in every way in dispatching the 
business of the Senate. -
AMENDMENT OF DEPARTMENT OF AGRI­

CULTURE ORGANIC ACT OF 1944 

1\!r. McKELLAR. Mr. President, I 
have been called -to attend ·a hearing at 
4 o'clock of the Committee on Appro..: 
priations on the deficiency bill. On page 
22 of the ealendar, is Calendar No. 1397, 

House bill 5566, an act to amend section 
502 <a) of the Department of Agriculture 
Organic Act of 1944. The bill has been 
reported by the committee. I ask unan-· 
imous consent that the Senate proceed 
at this time to the consideration of House 
bill 5566. 

The PRESIDING OFFICER. Is there 
objection to the request of the Senator 
from Tennessee? The Chair hears none, 
and the clerk will state the bill by title 
for the information of the Senate. 

l\1:r. TAFT. Mr. President, I object, 
without further consideration. 
· The PRESIDING OFFICER. Objec­
tion being made, the bill will be passed 
over, and the clerk will state the next 
bill on the calendar. 
EXEMPTION OF OFFICERS AND EMPLOY­

EES OF THE OFFICE OF SCIENTIFIC 
RESEARCH AND DEVELOPMENT 

The Senate proceeded to consider the 
bill <H. R. 4446) to exempt certain offi­
cers and employees within the Office of 
Scientific Research and Development 
from certain provisions of the Criminal 
Code, which had been reported from the 
Committee on the Judiciary with amend­
ments, on page 1, after line 4, to insert 
"or in section 19 (e) of the Contract Set­
tlement Act of 1944 <Public Law 395, 
78th Cong.) ." 

The amendment was agreed to. 
Mr. FERGUSON. Mr. President, I ask 

that the bill go over. 
The ·PRESIDING OFFICER. The 

amendment has been agreed to. Objec­
tion being heard, the bill will be passed 
over. 
ADDITIONAL JUDGE FOR THE DISTRlCT­

OF DELAWARE 

The Senate proceeded to consider the_ 
bill <S. 1817) authorizing the appoint­
ment of an additional judge for the dis­
trict of Delaware, which was read, as 
follows: 

-Be it enacted, etc., That the President of 
the United States, by and with the advice 
and consent of the Senate, shall appoint an 
;;:.ddi tiona! judge of the district court of the 
United States for the judicial district of the 
State of Delaware, who shall possess the same 
powers, perform the same duties, and receive 
the same compensation and allowance as the 
present judge of said district. 

Mr. DANAHER. Mr. President, I send 
forward to the desk an amendment and 
ask that it be stated. 

The CHIEF CLERK. On page 1, line 6, 
after the word "who", it is proposed to 
insert a comma and "except where be­
cause of seniority other provision is 
made." 
· Mr. TUNNELL. Will the Senator ex­
plain what the amendment is? 

Mr. DANAHER. Yes; I am happy to 
do so. I am in favor of the bill, and shall 
be glad to see it pass, but as it stands 
with the language appearing in lines 6 
and 7, the · additional judge, once ap­
pointed, "possess the same powers, per­
form the same duties, and receive the 
same compensation and allowance as the 
present judge of said district." 

Obviously there is a difference in power 
between a judge who has occupied the 
bench for some time and one who is 
junior to him. Seniority rights and var-

ious prerogatives adhere to the senior 
position, and simply to the end that the 
senior rights of the senior judge may be 
protected, I have offered the amend­
ment. 

Mr. TUNNELL. I have no objection. · 
The PRESIDING OFFICER. The 

question is on agreeing to the amend­
ment offered by the Senator from Con­
necticut [Mr. DANAHER]. 

The amendment was agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the -:,bird time, 
and passed. 
STUDY OF SAFE.TY PROVISIONS BY 

UNITED STATES EMPLOYEES' COMPEN­
SATION COMMISSION 

The Senate proceeded to consider the 
bill <H. R. 4159) to amend section 33 of 
the act of September 7, 1916, as amended 
(39 Stat. 742). 

Mr. LANGER. May we have an ex­
planation of the bill? 

Mr. PEPPER. Mr. President, I did 
not report the bill. It was reported by 
the chairman of the committee, the 
Senator from Utah [Mr. THOMASJ. I 
have. talked with the Chairman of the 
United St~tes Employees' Compensation 
Commission, which is interested in the 
bill, and she said the bill was merely to 
supply _ a prqced4ral deficiency. They 
have jurisdiction, but there is some little 
deficiency which they thought should be· 
corrected, and that is what is intended 
to be accomplished by the bill. I am 
sorry I cannot give the Senator more 
information, but I am sure the chairman 
of the committee, the Senator from 
Utah [Mr. Ti-r-:::MAS], would not have re­
ported the bill from the committee if 
he had not investigated the situation. 

The PRESIDING . OFF-CER. -The 
question is on the third reading of the 
bill. . 

The bill was ordered to a third read· 
ing, read the third time, and passed. 
AUTHORIZATION OF CERTAIN TRANSAC-· 

TIONS BY DISBURSING OFFICERS 

The bill <H. R. 5062) to authorize 
certain transactions by disbursing offi­
cers of the United States, and for other 
purposes, was considered, ordered to a 
third reading, read the third time, and 
passed. , 
COMPENSATION OF EMPLOYEES IN. THE 

POSTAL SERVICE 

The bill <S. 1882) to increase the com· 
pensation · of employees in the Postal 
Service was announced as next in order. -

Mr. BYRD. Mr. President, this is a 
bill which is very important, involving 
a permanent increase in the salaries of 
the employees of the Post Office D2part· 
ment, which I understand wlll aggregate 
about $130,000,000 a year. There is no 
report from the Postmaster General in 
the files. I therefore ask that the bill 
not be taken up under the unanimous 
consent Calendar, but be considered at 
some appropriate time when there can 
be a full discussion. 

Mr. MALONEY. Mr. President, will 
the Senator yield? 

Mr. BYRD. I yield. 
Mr. MALONEY. I am not very hopeful 

of being able to persua-de him to change 
his view, but I should like to point out 
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to the distinguished Senator from Vir­
ginia that at the present time these postal 
employees, who have been for so long 
underpaid, are getting a special wartime 
bonus, and that the proposed increase 
would in substance replace the present 
bonus. There is a very slight addition 
in the amount of money which would be 
paid them. 

I understand the House of Represen ta­
tives had the bill on its program for this 
afternoon. 

Mr. MEAD. Mr. President, if I may 
interrupt, I have a message that the 
House has just passed the bill. 

Mr. MALONEY. I knew that the House 
was considering it, because I talked with 
the majority leader about it early to­
day. 

Unless the bili before us is passed at 
this time, it will mean it will go over 
again, as it has in the past. It will mean 
that this wage increase, which is not a 
large increase, will not be given to these 
employees for at least a long time to 
come. 

With complete respect for the Senator 
from Virginia, I say that it seems to me 
we have been shadow boxing with' the 
postal employees for a long time, and 
that we will still give them a bonus if 
the bill is not passed. 

Mr. BYRD. If the Senator will yield, 
we are not giving a bonus in this bill, but 
a permanent increase. 

Mr. MALONEY. Just a moment. I 
believe that the present bonus will be 
retained if the bill is not passed. I hope, 
as well as believe, that we are not go­
ing to curtail wages after the war, or in 
the future. 

This is an important matter to these 
men. The hardest working of all the 
Federal employees are the postal em­
ployees. I think the raise is well de­
served and long overdue, and I am very 
hopeful that the able Senator from Vir­
ginia will withdraw his objection. 

Mr. BYRD. Mr. President, I merely 
wish to make clear to the Senate that 
this is not a bonus, it is a permanent 
increase in salary. 

Mr. MALONEY. The Senator is cor­
rect. 

. Mr. BYRD. The present bonus will 
continue until July 1, 1945. 

Mr. MALONEY. The Senator is cor­
rect. 

Mr. BYRD. A $300 bonus. 
Mr. MALONEY. The ·Senator is cor­

rect. 
Mr. BYRD. Now it is proposed to give 

a $400 permanent increase in salary, and 
this should be thoroughly discussed and 
understood. It is an important matter. 
I am not saying I shall oppose the bill. 
I have a high regard for the work of the 
postal employees and want to see full 
justice done, but I want to know all the 
facts, which is not possible under the 
5-minute rule. 

The Postmaster General, as I under• 
stand, has not endorsed the bill. If he 
has, it is not a part of the record here. 
This is a bill of such importance that 
certainly we should not consider it un­
der the 5-minute rule. 

Mr. MALONEY. I should like to have 
the RECORD show that the senior Senator 
from Connecticut has endorsed the bill, 

and feels that it is a long overdue rec­
ognition of great service. 

Mr. BYRD. The Senator from Vir­
ginia will endorse the bill if he feels it to 
be right, and after he obtains all the 
facts with respect to it, but will not en­
dorse it until he does. 

Mr. MALONEY. I am sure that is a 
fact. I feel sure that as he ascertains 
the facts, the Senator from Virginia, for 
whom I have so much respect, will en- . 
dorse the bill. I was hopeful that we 
might speed up this wage increase, which 
would replace the bonus now being paid. 
We are giving the postal employees al­
most as much now as they would get un-

. der the program proposed in this meas­
ure. The bonus would then be dropped, 
and these men would be brought up to a 
nearly appropriate wage situation. 

Mr. MEAD. Mr. President--
Mr. MALONEY. I yield to the Sena­

tor from New York. 
Mr. MEAD. In view of the fact that 

my distinguished colleague, the senior 
Senator from Connecticut, has yielded to 
me, I wish to make one or two observa­
tions as the sponsor of the bill. 

First of all, I just sent for and received 
a report from the Postmaster General 
on the bill, and I should be very glad to 
pass it on to my distinguished colleague, 
the -Senator from Virginia. I wish to 
say to him in all fairness that the Post­
master General does not recommend the 
bill in its present form. I desire to state, 
however, as the sponsor of the bill, that 
the postal employees have not received 
an ,increase since 1925, 20 years ago. 
Twenty years ago the revenues of the 
Postal Service amounted to approxi­
mately $500,000,000 plus. Today they 
approach the billion-dollar mark, and 
these employees are doing all the addi­
tional work, with very few additional 
employees. If we pass this bill we are 
going to pay these employees out of the 
added revenue they are producing, rather 
than out of the United States Treasury. 
So they differ from those employees in 
other departments of the Government in 
that as the result of their efficiency and 
their increased productivity they are 
producing the money which will take 
care of the salaries included in the bill . 

As the distinguished Senator from 
Connecticut said, the bill will abolish the 
bonus of $300 and add $100 annually to 
the amount of the bonus. In view of the 
fact that these hardworkin:s employees 
have not had a raise in salary in 20 years, 
and in view of the fact that any number 
of Senators have come to me day after 
day asking when the bill is to be brought 
up, and.in view of the fact that it was re­
ported by the House committee unani­
mously, and passed by the House today 
practically unanimously, I am told, I do 
not see why we cannot take it up this 
afternoon. · 

Mr. LA FOLLETTE. Mr. President, 
will the Senator yield? 

Mr. MEAD. I gladly yield. 
Mr. LA FOLLETTE. I find myself in 

complete agreement with everything that 
has been said by the senior Senator 
from Connecticut [Mr. DANAHER] and the 
junior Senator from New York [Mr. 
MEAD], but since the House has acted 
upon a similar measure this afternoon it 

would seem to me that the quickest way 
to obtain action, if action is to be had, 
would be to act upon the House bill, and 
I express the fervent hope that in the 
interim perhaps the Senator from Vir­
ginia [Mr. BYRD] after having an oppor­
tunity to look into this matter, will not 
object to our considering the House bill 
and acting upon it one way or the other 
lefore the present Congress adjourns. 

Mr. MEAD. Mr. President, in that 
connection I will say to my colleague from 
Wisconsin that I am perfectly willing 
that the bill go over until the last bill on 
the Calendar has been acted upon, and at 
that time I shall ask that the House bill 
be substituted for the Senate bill, and 
that the House bill be passed. 

Mr. LA FOLLETTE. I understand 
that the House bill has not yet been 
messaged to the Senate. 

Mr. MEAD. We are checking on that. 
Mr. LA FOLLETTE. After all, if ac­

tion is to be had at this session of Con­
gress, it will have to come on the House 
bill instead of on the Senate bill, because 
it would not do any good to send a bill 
over to the House when they have already 
passed an identical bill, and then Con­
gress should adjourn. It would not result 
in a legislative enactment. I am hoping 
that perhaps the Senator from Virginia 
will look into the matter, because I agree 
with everything that has been ·said by 
the two able Senators who have pre­
viously spoken, and I do not know of any 
othey measure which it seems to me is 
more meritorious or more deserving of 
consideration by this body. 

Mr. MEAD. My understanding, if I 
may say so to my distinguished colleague, 
the Senator from Wisconsin, is that there 
is a possibility that the message from the 
House will come over at any time, and 
I am perfectly willing that the Senate 
bill go over until the end of the -calendar, 
at which time I suggest taking up the 
House bill in lieu of the Senate bill. 

Mr. BUTLER. Mr. President, will the 
Sen~ tor yield? 

Mr. MEAD. I yield. 
Mr. BUTLER. I think the suggestion 

made by the Senator from New York is 
exactly the program that is to be fol­
lowed for the moment, but I had previ­
ously arisen to make a statement which 
I now wish to make. For many months 
I have followed. this bill, as every other 
Senator has, with a great deal of interest. 
It is a bill which, perhaps, should have 
been brought up when we had ample time 
for discussion, if discussion is desired, 
but I think we are all perfectly familiar 
with the situation, and in view of the 
meritorious service rendered by the men 
and women who are on the pay rolls as 
postal employees I hope a way may be 
found to act favorably on the matter 
today. 

Mr. DANAHER. Mr. President, will 
the Senator yield? 

Mr. MEAD. I yield. 
Mr. DANAHER. I should like to have 

the RE~ORD show ths.t when we are con­
ducting the business of the Senate on 
the unanimous-consent calendar the ex­
pression of a single objection is sufficient 
to defer action on a bill. I can assure 
the Senator from New York that, al­
though debate is cut off in that way and 



1944 - CONGRESSIONAL RECORD-SENATE 9441 
the matter is not before us and we cannot 
vote on it-simply because one objection 
has been voiced, there are a great many 
friends of this proposed legislation on 
the floor of the Senate, and if under the 
rule the bill can be brought up the Sen­
ator from New York can be assured of 
very substantial support. 

The PRESIDING OFFICER. - Is there 
objection to the present consideration of 
the bill? 

Mr. MEAD. Can we not have an un­
derstanding that the -bill be taken up at 
the conclusion of the call of the calendar. 

Mr. BYRD. I have made objection, 
Mr. President. 

The PRESIDING OFFICER. Objec­
tion is heard. 

Mr. MEAD. I did not understand that 
objection had been made. 

The PRESIDING OFFICER. The 
Senator from Virginia [Mr. BYRD] has 
made objection. 

Mr. BYRD. I object to taking up the 
bill under the unanimous-consent rule. 

Mr. President, the Postmaster General 
is opposed to the bill. For some reason, 
his letter is not included in the report 
presented to the Senate, althou-gh it is 
dated June 20, 1944. 

Mr. President, I ask that the objection 
of the Postmaster General to this legis­
lation, contained in his letter of June 20, 
1944; be made a part o! the RECORD. 

There being no objection, the letter 
_ was .ordered to be printed in the RECORD, 
as follows: 

OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., June 20, 1944. 

Hon. KENNETH McKELLAR, 
Chairman, Committee on Post Offices 

and Post Roads, United States Senate. 
MY DEAR SENATOR MCKELLAR: Reference is 

made to your request for a report upon S. 
1882, a bill to increase the compensation of 

· employees in the Postal ~ervice. 
This measure would repeal Public Law 25, 

. approved, April ,9, 1943, which provided an 
additional compensation at the rate C?f $300 
per annum for pos~al employees employed 

· upon a salary basis and a 15-percent in­
crease for employees paid on an hourly, fee, 
part-time, or per diem basis, as well as for 
fourth-class postmasters and special deliv­
ery messengers, with a limitation of an 
average of $25 per month. The measure 
would grant to postal employees upon a 
salary basis an increase of $400 per annum 
and a 23-percent increase for employees 
paid on an hourly, fee, part-time, or per 
diem basis as well as for fourth-class post­
masters and special delivery messengers. 

After very careful consideration this De­
partment has reached the conclusion that 
no action should be·had upon S. 1882 at this 
time and that a careful study should be made 
of the postal salary structure as a whole 
before permanent legislation is enacted. 

The annual cost of Public, No. 25 which, 
by its terms, expires on June 30, 1945, is 
estimated at $93,784,000. S. 1882 is in the 
form of permanent legislation and it is esti­
mated that the annual cost thereof w0uld 
be approximately $128,784,000. 

· It has been ascertained from the Bureau 
of the Budget that this report is in accord 
with the program of the President. 

Very truly yours, _ 
FRANK C. WALKER, 

Postmaster Genera~. 

Mr. BYRD. Certainly the Senate has 
a right to have information as to the 

· position of the Postmaster General, 
which was omitted from the report. 

Mr. BILBO. Mr. President, I want the 
RECORD to show at this point that I think 
this bill is right, righteous, long overdue, 
and should pass right now. 

Mr. LANGER. A parliamentary in­
quiry. I want to know how we can be 
assured of a chance to vote on this bill 
before we adjourn. 

Mr. AIKEN. Mr. President---
The . PRESIDING OFFICER. The 

Chair would like to answer the parlia­
mentary inquiry of the Senator from 
North Dakota. 

Mr. AIKEN. Is it not perfectly in 
order for any Senator to move that the 
bill be considered at the conclusion -of 
the call of the calendar? 

Mr. LANGER. It has already been· in­
dicated that that will be done. 

The PRESIDING OFFICER. In an­
swer to the parliamentary inquiry made 
by the Senator from North Dakota, the 
Chair will state that at the conclusion of 
the call of the calendar any Senator who 
can obtain the floor may make a motion 
to consider any bill · he wants to have 
considered, and the motion will be 
disposed of. 

Mr. LANGER. I want to give notice 
·that I shall do tha.t as soon as the call of 
.the _calendar is completed. 
AMENDMENT OF MERCHANT MARINE ACT 

OF 1936 

The bill <H. R. 4968) to amend section 
511 (c) of the Merchant Marine Act, 1936, 
as amended, relative to deposit of vessel 
'proceeds received from the United States 
in certain cases, and for other purposes, 
was announced as next in order. 

Mr. AIKEN. Mr. President, may we 
have an explanation of the bill? 

The PRESIDING OFFICER. An ex­
planation is requested. 

Mr. RADCLIFFE. Mr. President, the 
amendment contained in the bill has ref­
erence only to the operation of the ship- · 
construction reserve fund now provided 
for by law. It does not create any new 
policy, but it makes it possible to carry 
out the policy already settled on when­
ever the performance under the policy 
has been prevented for certain reasons 
which were not anticipated and which 
were not due to any fault of the owner. 
Let me illustrate. Under existing law 
whenever an owner of a ship rece_ives cer­
tain gains from the sale of the ship, he 
has the option within 60 days of putting 
that fund up in a ship-construction re­
serve, and if that is so deposited, it is not 
immediately subject to taxation. But 
the ends of taxation· are met presumably 
later on by the application of a reduced 
depreciation reserve. I shall not at­
tempt to explain that feature of the law, 
which the Senator from Vermont, I am 
sure, understands very well. . 

This is the purpose and reason for the 
pending bill. In view of the fact that 
that option must be exercised within 60 
days after the gain is determined, and in 
view of the fact that the Treasury De­
partment is of the opinion that the gain 
is determined as of the time when the 
title is taken to the ship, and since some­
times the Federal Government does not 
settle promptly for the payment of a 
ship, then it happens in such cases that 
the seller of the ship is deprived of the 

opportunity of exercising his option for 
making a deposit in such a fund. 

Let me illustrate by two cases. Sup­
pose the owner has two ships which he 
sells to the United States Government. 
The Government takes title to them im­
mediately. In one case a payment of 
purchase money is made during the 
course of that year. Then at the end 
of that year, when the seller attempts 
to set up his tax returns, he is able to 
eliminate this item of taxable gains from 
his accounting for income taxes. The 
existing law so provides. 

Let us suppose, however, that the Gov­
ernment has not made payment of pur..­
chase price during the course of the year, 
which has happened in some instances, 
and does not pay unti1 several years 
later. Then when the payment is made 
the owner of the boat is not able to 
treat it as taxable gains under the gen­
eral provisions of the law as ship con­
struction reserve fund. He is, there­
fore, deprived, .by reason of the failure 
of the Government to settle for the ship 
promptly, of an opportunity to carry out 
the general intent of the law as to the 
treatment of such taxable gains. Of 
course such an obstacle was not con­
templated at the time the construction 
ship reserve fund law was passed. It 
was not realized that there would be 
some instances when these settlements 
would not be made promptly, therefore 
the general purpose of the law would 
thereby be thwarted. I have cited cer­
tain incidents. Other cases of applica­
tion would be somewhat similar. 

All the bill does is to lift the statute of 
limitations so that when the payment 
is received the seller can reopen the tax 
returns for the year of sale and reset 
it ·UP as he would have done if the pay­
ment had been made to him during that 
current year. 

Mr. AIKEN. In effect, this bill would 
extend the time within which the ship­
owner or ship operator could make his 
deposit in a tax-exempt reserve fund. 

Mr. RADCLIFFE. · In those cases 
where he has not received his money dur­
ing the year of sale and has not had 
therefore the opportunity to make the 
election as to whether he would deposit 
in the ship construction reserve fund. 

Mr. AIKEN. Does the Senator have 
any idea how much the amount involved 
is? 

Mr. RADCLIFFE. I have not with me 
the figures showing what has been done. 
In all probability, in 50 percent of the 
cases the ship owners selling have not 
elected to set up such reserves. 

Mr. AIKEN. Has this delay been due 
to the fact that the Commission and the 
shipowners could not agree? 

Mr. RADCLIFFE. Yes. As the Sen­
ator knows, there have been some dif­
ferences of opinion as between the Comp­
troller General of the United States and 
the Maritime Commission as to the basis 
of settlement. The delay has not been 
due in any way whatever to the owner. 
It has been due to reasons which he 
could not control. 

Mr. ·AIKEN. As I understand, the bill 
has nothing whatever. to do with the 
basis of · settlement. 
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Mr. RADCLIFFE. Nothing whatever. 
The PRESIDING OFFICER. Is there 

objection to the present consideration of 
the bill? 

Mr. AIKEN. I should like to ask what 
is the meaning of section 2 of the bill. 

Mr. RADCLIFFE. Mr. President, I 
can explain that in a moment, I believe. 
When the owner attempts to carry out 
this policy of deposit, it is required under 
existing law that he enter into a contract 
for the construction of the ship, and then 
the operations of the law as to the fund 
would be based on that contract. In a 
few cases the owner is his own builder, 
-and does not therefore enter into any 
contract with a shipbuilder. ·so if the 
owner builds his own ships, instead of 
entering into such a contract, he would 
under this bill be put on the same basis 
as though he had contracted for its con­
struction. This is equitable since it 
places the shipowner in the ·same posi­
tion if he does his own construction as 
though he let the work at contract. 

Mr. AIKEN. I understand that the 
funds deposited in the tax-exempt re­
serve are placed there for the purpose of 
withdrawing them later and using them 
for the purchase of new vessels by the 
shipping company. 

Mr. RADCLIFFE. For the building of 
new vessels. 

Mr. AIKEN. For the building of new 
vessels? 

Mr. RADCLIFFE. 'Yes. 
Mr. AIKEN. If the funds are with­

drawn for any other purpose, they are 
then subject to taxation? 
· Mr. RADCLIFFE. Immediately avail­
able; yes. If they are withdrawn for 
any other purposes they must be subject 
to immediate taxation. 

Mr. AIKEN. Are the funds which are 
withdrawn taxable, or are they simply 
classed as income by the concern which 
withdraws them? 

Mr. RADCLIFFE. They would be tax­
able as taxable gain, on the theory that 
the money had never been put up. 

Mr. AIKEN. If after the war a com­
pany decides that it does not wish to con­
tinue in the shipping business because of 
heavy depreciation in the value of the 
property on hand, so that it has a very 
heavy loss, if it withdraws this money 
from the tax-exempt reserve fund, it 
would not have to pay any taxes on it, 
would it? 

Mr. RADCLIFFE. The fund would be 
treated as taxable gain. What might 
be the taxable situation, in view of de­
preciation, or appreciation as the case 
might be, would depend, of course, upon 
the facts regarding any such taxpayer in 
any particular circumstances. But I do 
not think we can very well forecast 
what is going to be the situation with 
regard to any particular taxpayer who 
had deposited in such a fund and later 
withdrawn it. 

Mr. AIKEN. As I understand, the bill 
does not affect that question. 

Mr. RADCLIFFE. No; it does not. 
Mr. AIKEN. I believe that that is 

something which should be considered 
by the Congress. 

Mr. RADCLIFFE. I agree that it 
should be. 

Mr. AIKEN. Otherwise there may be 
several hundred million dollars, made 
during this war, which will be absolutely 
tax free. 

Mr. RADCLIFFE. That may prove to 
be correct. 

The PRESIDING OFFICER. Is there 
objection to the present consideration 
of the bill? 

There being no objection, the bill <H. 
R. 4968) to amend section 511 (c) of the 
Merchant Marine Act of 1936 was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

BERTHA- LEFRANCQ 

The bill (H. R. 4333) for the relief 
of Bertha LeFrancq was considered, or 
dered to a third reading, read the third 
time, and passed. 

LUTHER MARCUS SMITH, A MINOR 

The bill <H. R. 4345) for the relief of 
the legal guardian of Luther Marcus 
Smith, a minor, was considered, ordered 
to a third reading, read the third time, 
and passed. 

ENID M. ALBERTSON 

The bill <H. R. 3218) for the relief of 
Enid M. Albertson was considered, or­
dered to a third reading, read the third 
time, and passed. 

LUDWIG WOLF 

The bill <H. R. 4629) for the relief 
of Ludwig Wolf was considered, ordered 
to a third reading, read the third time, 
and passed. 

MRS. JULIA TOLER 

The Senate proceeded to consider the 
bill <H. R. 4367) for the relief of Mrs. 
Julia Toler, which has been reported from 
the Committee on Claims with an amend­
ment on page 1, line 6, after the words 
"the sum of" to strike out "$3,000" and 
insert "$3,500". 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time and 
passed. 

WALTER LUNDMARK 

The bill <H. R. 3995) for the relief 
of Walter Lundmark was considered, or­
dered to a third reading, read the third 
time, and passed. 

MRS. PEARL W. PETERSON 

The bill <H. R. 3484) for the relief 
of Mrs. Pearl W. Peterson was consid­
ered, ordered to a third reading, read the 
third time, and passed. 

BRIG. GEN. LOUIS J. FORTIER 

The bill <H. R. 4144) for the relief of 
Brig. Gen. Louis J. Fortier was consid­
ered, ordered to a third reading, read 
the third time, and passed. 

MRS. NELLE JONES 

The bill <H. R. 2543 > for the relief of 
Mrs. Nelle Jones was considered, or­
dered to a third reading, read the third 
time, and passed. 

HALL FARRIS 

The bill <H. R. 3781 > for the relie.f 
of Hall Farris was considered. ordered 

to a third reading, read the third time, 
and passed. 

ALFRED F. ROSS 

The bill <H. R. 4049) for the relief of 
Alfred F. Ross was considered, ordered 
to a third reading, read the third time, 
and passed. 

JOSEPH W. STEEL 

The bill <H. R. 4038) for the relief of 
Joseph W. Steel was considered, ordered 
to a third reading, read the third time, 
and passed. 
DIEMER ADISON COULTER AND FRANCES 

ANDREWS COULTER 

The bill <H. R. 2150) for the relief of 
Diemer Adison Coulter and Frances An­
drews Coulter was considered, ordered to 
a third reading, read the third time, and 
passed. 

ARCHIE BARWICK 

The bill <H. R. 1556) for the relief of 
Archie Barwick was considered, ordered 
to a third reading, read the third time. 
and passed. 

SANDY C. BROWN 

The bill <H. R. 4549) for the relief of 
Sandy C. Brown was considered, ordered 
to a third reading, read the third time, 
and passed. 

LILLIAN HILL 

The bill <H. R. 3191) for the relief of 
Lillian Hill was considered, ordered to 
a third reading, read the third time, and 
passed. 

JAMES LEROY EDEN 

The bill <H. R. 3928) for the relief of 
James LeRoy Eden was considered, or­
dered to a third reading, read the third 
time, and passed. 

THOMAS R. CLARK 

The bill (H. R. 4593) for the relief of 
Thomas R. Clark was considered, or­
dered to a third reading, read the third 
time, and passed. 
ESTATE OF FLOYD M. ADAIR, DECEASED 

The bill <H. R. 4322) for the relief of 
the estate of Floyd M. Adair, deceased, 
was considered, ordered to a third read­
ing, read the third time, and passed. 

ROBERT L. wmDDON 

The Senate proceeded to consider the 
bill <H. R. 4588) for the relief of Robert 
L. Whiddon, which had been reported 
from the Committee on Claims with an 
amendment, on page 1, line 6, after the 
words "the sum of," to strike out "$3,935" 
and insert "$4,935." 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time and 
pa.ssed. 

CLARENCE H. MILES 

The bill <H. R. 2688) for the relief 'of 
Clarence H. Miles, was considered, or­
dered to a third reading, read the third 
time, and passed. 

ROSE B. LUZAR 

The bill <H. R. 2300) for the relief of 
Rose· B. Luzar, was considered, ordered 

•to a third reading, read the third time, 
and passed. 
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P.E.BRANNEN 

The Senate proceeded to consider the 
bill (H. R. 4101> for the relief of P. E. 
Brannen, which had been reported from 
the Committee on Claims with an 
amendment, on page 1, line 6, after the 
words "sum of" to strike out "$3,626.30" 
and insert "$4,195.06." 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time and 
1\'lssed: 

ELEANOR PARKINSON 

The bill <H. R. 3302) for the relief of 
Eleanor Parkinson, was considered, or­
dered to a third reading, read the third 
time, and passed. 

HARRY V. HEARN 

The bill <H. R. 3369) for the relief of 
Harry V. Hearn, was considered, ordered 
to a third reading, read the third time, 
.and passed. 

ROBERT ROWE AND MARY ROWE 

The bill <H. R. 4212) for the relief of 
Robert Rowe and Mary Rowe, was con­
sidered, ordered to a third reading, read 
"the third time, and passed. 

EDWARD C. ROBBINS 

The bill <H. R. 3414) for the relief of 
Edward C. Robbins; was considered, or­
dered to a third reading, read the third 
time, and passed. 

MRS. ANNA ZUKAS 

The bill (H. R. 3880) for the relief of 
Mrs. Anna Zukas, was considered, or­
dered to a third reading, read the third 
time, and passed. 

BILL PASSED OVER 

The bill <H. R. 4481> for the relief of 
William H. Crompton, was announced as 
next in order. 

Mr. BILBO. Mr. President, I should 
~ke to have an explanation of the bill. 

The PRESIDING OFFICER. The Sen­
ator f rom Tennessee [Mr. STEWART] is 
not present in the Chamber. Let the bill 
go over UBtil his return. 

Mr. BILBO subsequently said: Mr. 
President, after receiving a full explana­
tion as to House bill 4481, for the relief 
of William H. Crompton, 1364 on the cal­
endar, I withdraw my objection. The 
Senator from Wyoming has given me a 
full history of the case, and I withdraw 
the objection. 

The PRESIDING OFFICER. Is there 
objection to the consideration of the bill? 

There being no objection, the Senate 
proceeded to consider the bill (H. R. 
4481) for t he relief of William H. Cromp­
ton, which had been reported from the 
Committee on Claims with an amend­
ment, on page 1, line 6, after the words 
"sum of" to strike out "$5,000" and insert 
"$4,000." 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time and 
passed. 

HAROLD MILLER 

The bill (H. R. 4542) for the relief of 
Harold Miller was considered, ordered to 

a third reading, read the third time, and 
passed. 

KARL LUNGSTRAS 

The bill <H. R. 4213) for the relief of 
Karl Lungstras was considered, ordered 
to a third reading, read the third time, 
and passed. 

JOHN McLAUGHLIN 

The bill (H. R. 4451) for the relief of 
John McLaughlin was considered, or­
dered to a third reading, read the third 
time, and passed. 

ANNE WATT 

The bill (H. R. 3467) for the relief of 
Miss Anne Watt was considered, ordered 
to a third reading, read the third time, 
and passed. 

M. GRACE MURPHY 

The bill ~H . R. 4525) for the relief of 
1\1:. Grace Murphy, administratrix of the 
estate of John H. Murphy, was consid­
ered, ordered to a third· reading, read the 
third time, and passed. 
JESSIE SPRINGSTEEN AND JOHN SPRING­

STEEN 

The bill (H. R. 4962) for the relief of 
Jessie Springsteen and John Springsteen 
was considered, ordered to a third .read­
ing, read the third time, and passed. 
ESTATE OF MRS. PHOEBE SHERMAN AND 

MRS. HARRIETT ·W. VANDERHOEF AND 
ALLAN VANDERHOEF 

The bill (H. R. 2354) for the relief of 
the estate of Mrs. Phoebe Sherman and 
for Mrs. Harriett W. Vanderhoef and 
Allan Vanderhoef was considered, or­
dered to a third reading, read the third 
time, and passed. 

JOHN L. MAcNEIL 

The bill <H. R. 4631) for the relief of 
John L. MacNeil was considered, ordered 
to a third reading, read the third time, 
and passed. 

M. SENDERS & CO. 

The bill (H. R. 3814) for the relief of 
M. Senders & Co. was considered, ordered 
to a third reading, read the third time, 
and pa&sed. · 

JOHN T . COOPER 

The bill <S. 2002) for the relief of John 
T. Cooper was considered, ordered to be 
engrossed for a third reading, read the 
third time, and passed, as follows:· 

Be it enacted , et c., Th at the Comptroller 
General is authorized and directed to credit 
t h e account of Joh n T. Cooper, post m aster 
at Hart selle, Ala., in the sum of $179. Such 
sum represents a shortage in such account 
caused by the loss of such sum from the 
mon ey-order cash drawer at su ch post office 
durin g the night of October 24, 1940. 

CHRISTINE MANGRUM, LUSTER MAN-
GRUM, AND NATHAN MANGRUM 

The Senate proceeded to consider the 
bill <H. R. 2005) for the relief of Chris­
tine Mangrum, Luster Mangrum, and 
Nathan ·Mangrum, which had been re-

. ported from the Committee on Claims, 
with amendments, on page 1, line 6, after 
the words "sum of," to strike out 
"$3,500" and insert "2,000"; and in line 
7, after the words "sum of," to strike out 
"$5,000" and insert "$4,500." 

The amendments were agreed to. 

The amendments were ordered to be 
engrossed and the bill to be read a third 
time. 

The bill was read the third time and 
passed. 

HARLEY E. C_:\RTER 

The bill <H. R. 3709) for the relief of 
Harley E. Carter was considered, ordered 
to a third reading, read the third time, 
and passed. 

ANTONIO RUIZ 

The bill <S. 2123) for the relief of An .. 
tonio Ruiz was considered, ordered to-be 
engrossed for a third reading, read the 
third time, and passed, as follows: 

Be it enacted, etc., That the Secretary of 
the Treasury is authorized and directed to 
pay, out of any money in the Treasury, not 
otherwise appropriated, to Antonio Ruiz, of 
Phoenix, Ariz., the sum of . $5,000, in full 
satisfaction of his claim against the United 
St ates for compensation for the death of his 
two minor children, the late Samuel Ruiz and 
the late Rosalie Ruiz, who died as a result 
of personal injuries sustained by them when 
a United States Army airplane crashed into 
their home in Phoenix, Ariz., on April 22, 
1944: Provi ded, That no part of the amount 
appropriated in this act in excess of 10 per­
cent thereof shall be paid or delivered to or 
received by any agent or attorney on account 
of services rendered in connection with this 
claim, and the same shall be unlawful, any 
contract to the contrary notwithstanding. 
Any person violating the provisions of this 
act shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined 
in any sum not exceeding $1,000. 

OSCAR GRIGGS 

The Senate proceeded to consider the 
bill (S. 1885) for the relief of Oscar 
Griggs, which had been reported from 
the Committee on Claims, with amend­
ments, on page 1, in line 6, after the 
words "sum of", to strike out "$15,000'' 
and insert "$4,505.14"; and in line 8, 
after the words "sustained by him", to 
insert "and for medical and hospital ex­
penses incurred", so as to make the bill 
read: 

Be it enacted, etc., That the Secretary of 
the Treasury is authorized and directed to 
pay, out of any money in the Treasury not 
otherwise appropriated, to Oscar Griggs, of 
Lauderdale County, Tenn., the sum of 
$4,505.14, in full satisfaction of his claim 
against the United States for compensation 
for personal injuries sust ained by h im and 
for medical and hospital expenses incurred, 
when he was shot on the night of December 
29, 1943, by members of a party of soldiers 
of the Unit ed States Army, when in the per­
formance of h is duties as sher iff of Lauder­
dale County, Tenn., he was attempt ing to 
quiet a distu rbance of such soldiers in the 
town of Ripley, Tenn.: Pr ovi ded , Th at no part 
of the amount appropriated in this act in 
excess of 10 percent thereof shall be paid 
or delivered to or received by any agent or 
attorney on account of services rendered in 
conn ect ion with this claim, and the same 
shall be unlawful , any contract to the con­
trary notwithstanding. Any person violating 
the provisions of this act shall be deemed 
guilty of a misdemeanor and upon conviction 
thereof shall be fined in any sum not exceed­
ing $1,000. 

The amendments were agreed to. 
The bill was ordered to be engrossed 

for a third reading, read the third time, 
and passed. -
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G. F. ALLEN 

The bill <S. 2189) for the relief of G. F. 
Allen, chief disbursing o:ffi.cer for the 
Treasury Department, and for other 
purposes, was considered, ordered to be 
engrossed for a third reading, read the 
third time, and passed, as follows: · 

Be it enacted, etc., That, notwithstanding 
the provisions of the act of February 28, 1929 
( 45 Stat. 1406), as amended by the act of 
April 22, 1940 (54 Stat. 148), authorizing the 
Secretary of the Interior to employ engineers 
and economists for consultation purposes on 
important reclamation work, the Comptroller 
General of the United States be, and he is 
hereby, authorized and directed to allow 
credit in the account of G. F. Allen, chief 
disbursing officer of the Treasury Depart­
ment, for the sum of $1,000, base pay, and 
$48.30, overtime, a total of $1,048.30, paid by 
him to Dr. PaulS. Taylor, of Berke~ey, Calif., 
as compensation in excess of $5,000, plus over­
time, for personal services rendered during 
the period from July 1, 1943, to June 13, 1944, 
and to cancel any claims against the said Dr. 
Paul s. Taylor and the pay-roll certifying offi­
cers of the Department of the Interior for 
the excess compensation so paid. 

SEc. 2. The Comptroller General of the 
United States is further authorized and di­
rected to allow, out of the unexpended bal­
ance of the appropriation for salaries in the 
Office of the Secretary, Department of the 
Interior, for the fiscal year ending June 30, 
1944, the claim of the said Dr. Paul S. Taylor 
for the sum of $375, base pay, and $18.11, 
overtime, a total of $393.11, representing the 
balance due him for compensation for per­
sonal services which he rendered during the 
period from June 14, 1944, to June 30, 1944, as 
a consulting economist of the Department of 
the Interior. 

HERMAN WEINERT, JR. 

The bill (H. R. 3639) for the relief of 
Herman Weinert, Jr., M. D., was consid­
ered, ordered to a third reading, read the 
third time, and passed. 

QUEEN CITY BREWING CO. 

The bill (H. R. 3614) for the relief of 
the Queen City Brewing Co. was con­
sidered, ordered to a third reading, read 
the third time, and passed. 
CONFERRING JURISDICTION ON UNI'tED 

STATES DISTRICT COURT OF MAINE 
The bill (H. R. 3250) to confer jur·is­

diction upon the United States District 
Court of Maine was announced as next 
in order. 

Mr. LANGER. Mr. President, may we . 
have an explanation of the bill? 

Mr. BILBO. Mr. President, I should 
like to have an explanation of it. 

Mr. WHITE. Mr. President, the bill 
would authorize the United States Dis­
trict Court of Maine to entertain a suit 
against the Government of the United 
States for damages which resulted to a 
State bridge through the collision with 
the bridge by a United States vessel-a 
lighthouse tender, I believe. I under­
stand that a lighthouse tender ran into 
the bridge. Some persons allege it did 
so because of the defective eyesight of 
the master of the vessel. It did damage 
to the extent of approximately $6,000 or 
$~.500. Question arises both as to the 
matter of liability and the amount which 
may be due if the Government of the 
:United States is liable. 

The bill would merely confer jurisdic­
tion on the United States District Court 
of Maine to entertain that suit. 

Mr. CONNALLY. Mr. President, will 
the Senator yield? 

Mr. WHITE. I yield. 
Mr. CONNALLY. Does the bill ex­

pressly give consent that the Govern­
ment be sued? 

Mr. WHITE. I think it involves that 
question. It confers jurisdiction on the 
United States District Court of M:;~.ine to 
hear and determine the question of lia­
bility. I suppose that is tantamount to 
consent .on the part of the Goverment to 
be sued. 

Mr. CONNALLY. It should be clear 
whether the Government consents to be 
sued. 

Mr. WHITE. The bill has been re­
ported favorably from the Claims Com­
mittee. I understand it also has had the 
approval of the Navy Department and, 
I believe, of the officials Of the Lighthouse 
Service. I believe the vessel involved 
was a lighthouse tender. At any rate, 
it was a vessel attached to the Light .. 
house Service. 

The maximum amount involved is 
approximately $6,000. Whether the 
amount of liability would eventually be 
found to be less than that sum, I do not 
know. 

Mr. BILBO. Mr. President, let me in­
qUire whether the claim has ever been 
in litigation? 

Mr. WHITE. No, ~r. President; the 
claim has never been in litigation. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the bill? 

There being no objection, the bill <H. 
R. 3250) was considered, ordered ' to a 
third reading, read the third time, and 
passed. 
USE OF CHECKS AND MONEY ORDERS IN 

PAYMENT OF TAXES 

The bill <H. R. 5565) to authorize col­
lectors of internal revenue to receive cer­
tain checks and money orders in payment 
of taxes and for revenue stamps was con­
sidered, ordered to a third reading, read 
the third time, and passed. 

TRANSFER OF CERTAIN LAND IN NAC­
OGDOCHES COUNTY, TEX. 

The Senate proceeded to consider the 
bill (H. R. 5551) to transfer ·certain land 
in Nacogdoches County, Tex., to the 
United States Forest Service. 

Mr. CONNALLY. Mr. President, this 
bill would affect 24 acres of land already 
belonging to the Farm Qredit Adminis­
tration. The bill would merely transfer 
title to the land to the United States 
Forest Service in order to enable the 
Forest Service to cooperate with a State 
college in the area involved in regard to 
experimentation and the study of fores­
try. 

Yesterday I received a telegram from 
some lumber interests which had been 
opposed to the bill. They had acted, 
however, under a misapprehension, and 
withdrew their objection today. There­
fore, I have no objection to the bill, and 
hope that it will be passed. · 

Mr. BILBO. Does the Senator from 
Texas mean to say that the land belongs 
at the present time to a Government 
agency? 

Mr • . CONNALLY. It belongs to the 
Farm Credit Administration. 

Mr. BILBO. And the title to the land 
would be transferred to the Forest Serv- · 
ice? 

Mr. CONNALLY. Yes. 
Mr. BILBO. What has the Farm Credit 

Administration had to do with the land? 
Mr. CONNALLY. The land involved 

what was formerly a resettlement project 
which did not succeed, and the land re­
mains. 

Mr. BILBO. Would a consideration 
pass? 

Mr. CONNALLY. No. 
The PRESIDING OFFICER <Mr. Dow­

NEY in the chair). The Chair is inter .. 
ested in the discussion now taking place, 
and particularly in the correct pronun­
ciation of the county. 

Mr. CONNALLY. Tbe county is Nac­
ogdoches County. I may say to the 
present occupant of the chair, and to 
other Senators, that the name "Nacog­
doches'' is of Spanish origin. Nacog ... 
doches is a very old settlement, and dur--: 
ing the time Mexico was a part, of Spain 
the Spaniards maintained one of their 
governmental headquarters at Nacog­
doches. There still stands there an old 
fort which was built for protection 
against the Indians. Later, when Mex-: 
ico rebelled against Spain and set up her 
own government, Nacogdoches was still 
a city of considerable importance, 

Mr. HATCH. Mr. President, will the 
Senator yield? 

Mr. CONNALLY. I yield. -
Mr. HATCH. I am somewhat puzzled 

about the bill. I have no intention of ob­
jecting to it; but I have in my mind -the 
fact that Texas is one of the States of 
the Union which holds title to aU its·land. 
The Federal Government has never had 
title to land in Texas. 

Mr. CONNALLY. The Federal Gov­
ernment now has title to a number of 
areas which are under the Federal Forest 
Service. 

Mr. HATCH. I shall not object to the 
bill, but Texas is one of the States which 
has · always held title to its own lands. 

Mr. CONNALLY. The Senator is cor--:· 
rect, but I understand that the land in 
question adjoins a forest preser ve located 
in Texas which belongs to the Federal 
Government. There is no conflict in-. 
volved. 

The PRESIDING OFFICER. The 
question is on the third reading and pas-. 
age cf the bill. 

The bill was ordered to a third read--: 
ing, read the third time, and passed. 
EXCHANGE OF LANDS IN ANGOSTURA IR­

RIGATION PROJECT. SOUTH DAKOTA 

The bill <H. R. 5563) to authorize the 
Administrator of the Farm Security Ad-
ministration to exchange certain land of 
the United States within the Angostura 
irrigation project, Hot Springs, S. Dak., 
for certain land owned by the city of Hot 
Springs, S. Dak., was announced as next 
in order. 

Mr. BYRD. Mr. President, I should 
like to have an explanation of the bill. 

Mr. BUSHFIELD. The bill relates to 
a tract of land belonging to Hot Springs, 
located in southwestern South Dakota. 
It contains 480 acres oJ land which was 
purchased with the idea of locating an 
airport there. The- Cl.vil Aeronautics 
Authority had given ·its approval for tll~ 
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construction of the airport. After the 
purchase of the land it was discovered 
that it would not be suitable for use as 
an airport. The Farm Security Admin­
istration owns 472 acres located 3 or 4 
miles away. Negotiations were had for 
the exchange of the two tracts, the city 
of Hot Springs owning 480 acres of prai­
rie land, and the Farm Security Admin­
istration owning 472 acres of land of the 
same kind. The Farm Security Admin­
istration and the city of Hot Springs de­
cided that they wanted to make the ex­
change, but the counsel for the Farm Se­
curity Administration said that the ex­
change could not be made without Fed­
eral legislation. Therefore the bill now 
before the Senate would authorize the 
two municipal authorities to do what 
they desire to do. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the bill? 

There being no objection, the bill was 
considered, ordered to a third reading, 
read the third time, and passed. 
CHIEF OF CHAPLAINS, UNITED STATES 

NAVY 

The bill (H. R. 102::0 to establish a 
Chief of Chaplains of the United States 
Navy was announced as next in order. 

Mr. CHANDLER. Mr. President, I 
should like to hear an explanation of the 
bill from the Senator from Massachu­
setts. 

Mr. WALSH. Mr. President, the chap­
lains in the Navy, because of the large 
increase in their number, have for some 
time past been desirous of forming a sep­
arate corps and being given greater au­
thority than they now have. 

We discovered differences of opinion 
between the various denominations of 
the Protestant churches, the fundamen­
talists, and oth~;r groups. Finally, I am 
happy to say, all the groups represent­
ing the various evangelical churches, the 
fundamentalists, the Catholic church, 
and the Jewish church agreed on the bill 
as it passed the House. The bill seeks, 
first of all, to give to one chaplain the 
1·ank of admiral. 

Mr. CONNALLY. How many would 
have that title? 

Mr. WALSH. Only one. And it is de­
sired to have the Chief of Chaplains 
placed within the Bureau of Personnel 
of the Navy. The bill would not· grant 
as much as the chaplains would like to 
have. I think they would like to have 
an independent organization of their 
own, but they have all agreed to the bill 
in its present form, and are very happy 
at the solution reach.:.d. 

I am very happy to say that all parties 
left the committee room blessing us and 
blessing each ether, and asking for the 
passage of the bill. 

Mr. CHANDLER. Mr. President, 
would the appointment under the bill 
continue only for the duration of the 
war? 

Mr. WALSH. It would continue dur­
ing the war. We are endeavoring to 
shape all our legislation of a similar 
character with the idea that later there 
will be a reorganization of the depart­
ments of the Navy, and a new program 
o! authority mapped out after we know 

the size and extent of the various naval 
bureaus. 

The bill is desirable because the num­
ber of chaplains is large and they have 
rendered magnificent service. They are 
entitled to have one of their members 
receive the dignity of the rank of ad­
miral. 

Mr. CHANDLER. I agree with the 
Senator from Massachusetts, and I ex­
press the opinion now that the bill will 
take care of the situation for the chap­
lains during the war and for 6 months 
after the war. It is the intention then 
to review the entire matter. 

Mr. WALSH. Yes; and what has been 
said is not only true with regard to the · 
chaplains. This organization of the 
Chaplains Corps is permanent, but, of 
course, subject to change when the war 
ends. 

Mr. HILL. Mr. President, I wonder 
whether, by the passage of this bill, the 
chaplains of the Navy and the chaplains 
of the Army would be placed on about 
an equal basis? 

Mr. WALSH. Yes, they would be 
placed on approximately an equal basis. 
There has been some feeling on the part 
of the friends of the chaplains of the 
Navy-there is such an organization­
that the Navy has not given as much 
authority to its Chief of Chaplains as 
does the Army to its Chief and compari­
sons were presented to the committee as 
between the Army and the Navy. The 
rank being proposed would approach, if 
it did not equal, the authority given to 
the Chief of Chaplains of the Army. 

Mr. HILL. The bill would come near 
to bringing about parity between those 
two positions. 

Mr. WALSH. Yes. 
Mr. HILL. Mr. President, I think that 

is much to be desired. I do not think 
there should be any disparity between 
the two positions of equal importance 
within the two important branches of the 
service. 

Mr. WALSH. Of course, after 1all, the 
administration of the office depends on 
the personality of the man. 

Mr. fiLL. Certainly. 
Mr. WALSH. Unfortunately, there was 

some differences of opinion about the 
treatment of some of the smaller relig­
ious denominations in the Navy, while in 
the Army there has been little or no 
difference of opinion. 

Mr. WILLIS. Will the Senator from 
Massachusetts yield? 

Mr. WALSH. I yield. 
Mr. WILLIS. I should like · to add to 

what the Senator has said, in answer 
to the question of the junior Senator 
from Alabama, that the power given to 
the chaplain of the Navy does not ex­
ceed the power given to the man of the 
same rank in the Army, so that there will 
be no rivalry on the part of the Army to 
further advance their chaplains. 

Mr. BILBO. Mr. President, will the 
Senator from Massachusetts yield? 

Mr. WALSH. I am glad to yield. 
Mr. BILBO. The bill has just come 

to my notice, and as I understand there 
will be one chaplain selected from all the 
chaplains in the naval s~rvice, who will 
take the rank of rear admiral, and the 
emoluments of the omce. Just how 1s 

the chief chaplain to be selected from 
all the chaplains? 

Mr. WALSH. The President of the 
United States will select him, but of 
course upon the recommendation of the 
Secretary of the Navy, and back of him 
on the recommendation of the head of 
the Bureau of Personnel. The appoint­
ment will be made by the President of the 
United States and the Senate will have 
a chance to confirm the nomination. 

Mr. BILBO. As I understand, the 
Senator said the Secretary of the Navy 
would make the recommendation to the 
President. 

Mr. WALSH. Yes. That is so in the 
case of all higher ranking naval promo­
tions, although the President himself 
can disregard this practice, and I be­
lieve he does occasionally, and make his 
own appointments. The general prac­
tice is for the Bureau of Personnel to sub· 
mit names of officers who are available, 
or who are selected for promotion, to the 
Secretary of the Navy, and the Secretary 
of the Navy in turn submits them to 
the President, who makes the final de­
cision. Again, ·I wanted it to be noted 
that this applies only to the highest 
ranking officers. 

Mr. BILBO. In other ·words, the 
chaplains of all the different denomina­
tions will have nothing to do with mak­
ing the selection of the chief chaplain? 
. Mr. WALSH. No; they will not. It 
will interest the Senator to know that it 
was argued before our committee that 
the Chief of Chaplains should be a lay­
man, and not a clergyman. 

Mr. DANAHER. Mr. President, has 
the Senator a copy of the bill before 
him? 

Mr. WALSH. Yes. 
Mr. DANAHER. On page 2, line 6, 

should there be a comma after the word 
"President"? 

Mr. WALSH. I do not see any objec· 
tion to it, but I really do not think it is 
necessary. I have not usually observed 
commas before the word "or." 

The PRESIDING OFFICER. Does 
the Senator from Connecticut desire to 
embody the comma in the form of an 
amendment? 

Mr. DANAHER. No. I was wonder­
ing whether by explanation of the Sen­
ator from Massachusetts we could clear 
up whether a comma should be there, or 
if there should be one after the word 
"engaged" in line 6. 

Mr. WALSH. Unless it is really nec­
essary, I wish the Senator would not 
suggest it, because we might have some 
difficulty · having the amendment ap­
proved by the House, unless the Senator 
really thinks it is necessary. 

Mr. DANAHER. As it reads now­
and perhaps the Senator may clear it 
up-it provides "That until the termina­
tion of the wars in which the United 
States is now engaged by proclamation 
of the President," and so forth. I won­
dered if the Senator wanted it left that 
way. 

Mr. HATCH. Mr. President--
The PRESIDING OFFICER. ·Does 

the Senator from Massachusetts yield to 
the Senator from New Mexico? 

Mr. WALSH. I yield. 
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Mr. HATCH. I have been quite inter­
ested in the discussion which has been 
proceeding, but there was so much con­
versation I could not understand what 
was said. I merely wanted to make a 
point of order. 

The PRESIDING OFFICER. The 
Senator from Massachusetts has the 
:fioor. 

Mr. WALSH. I have nothing further 
to add. 

The PRESIDING OFFICER. Is there 
objection to the immediate consideration 
of House bill 1023? 

There being no objection, the Sznate 
proceeded to consider the bill, which had 
been reported by the Committee on 
Naval Affairs yvith an amendment to 
strike out all after the enacting clause 
and to insert: 

That until the termination of the wars in 
which the United States is now engaged by 
proclam3.tion of the President or such earlier 
date as the Congress by concurrent resolu­
tion may fix, there shall be in the Chaplain 
Corps of the Navy one officer, designated as 
Chief of Chaplains, under the Chief of Naval 
Personnel, who shall shall be entitled to hold 
the temporary ran~ o! rear admiral, and 
shall receive the pay and allowances o! a 
rear admiral of the lower half while serving 
in such grade. 

The amendment was agreed to. 
The amendment was ordered to be en­

grossed and the bill to be read a third 
time. 

The bill was read the third time and 
passed. 

MESSAGE FROM THE HOUSE 

A message from the House of Rep­
resentatives, by Mr. McLeod, one of . its 
clerks, announced that the House llad 
agreed to the report of the co:-nmittee o.f 
conference on the disagreeing votes of 
the two Houses on the amendments of 
the Senate to the bill (H. R. 3961) au­
thoriz.i.ng -the construction, repair, and 
preserv~tion of certain public works on 
rivers and harbors, and for other pur­
poses. 

The message also announced that the 
House had passed a bill <H. R. 4715) to 
increase the compensation of employees 
in the Postal Service, in which it re­
quested the concurrence of the Senate. 
ENROLLED BILL AND JOINT RESOLUTION 

SIGNED 

The message further announced that 
the Speaker had affixed his signature to 
the following enrolled bill and joint reso­
lution, and they were -signed by the Vice 
President: 

s. 198. An act to amend further section 2 
of the Civil Service Retirement Act, ap­
proved May 29, 1930; as amended; and 

S. J. Res. 155. Joint resolution to consider 
a site and design for a National Memorial 
Stadium to be erected in the District of Co­
lumbia. 

AUTHORIZATION FOR COMMITTEE ON 
FOREIGN RELATIONS TO REPORT DUR­
ING THE RECESS. 

Mr. CONNALLY. Mr. President, I 
ask unanimous consent that as~chairman 
of the Committee on Foreign Relations, 
acting for the committee, I may have up 
to midnight tonight to file a report on 
the nomination of Archibald MacLeish 
to be Assistant Secretary of State, and 
that it may be considered as filed today. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and 
it is so ordered. 

<Mr. CONNALLY subsequently from the 
Committee on Foreign Relations re­
ported favorably the nomination of 
Archibald McLeish, of Virginia, -to be 
Assistant Secretary of State.) 

The PRESIDING OFFICER. The 
clerk will state the next bill on the cal­
endar. 

SEWARD, ALASKA 

The bill (H. R. 4502) to amend the act 
of Congress approved May 20, 1935, en­
titled "An act concerning the incorpo­
rated town of Seward, Territory of Alas­
ka," as amended, was considered, ordered 
to a third reading, read the third time, 
and passed. 

MARY LOVIS ELLIOIT 

The bill <H. R. 1643) for the relief of 
Mary Lovis Elliott was considered, or­
dered to a third reading, read the third 
time, and passed. 

WILLIAM H. LINHART 

The bill (H. R. 2016} for the relief of 
William H. Linhart was considered, or­
dered to a thud reading, read tne third 
time, and passed. 
CONVEYANCE TO ARIZONA AND CALI­

FORNIA OF A RAILROAD HIGHWAY 
BRIDGE 

The bill <H. R. 4910) authorizing the 
Atchison, Topeka & Santa Fe Railway 
Co. or its successors to convey to the 
States of Arizona and California jointly 
or separately an existing railroad high­
way bridge, was considered, ordered to 
a third reading, read the third time, and 
passed. 
RIGHTS-OF-WAY AT INDIAN ROCK DAM 

AND RESERVOIR, PA. 

The bill <H. R. 5219) to provide for the 
granting of rights-of-way for pipe lines 
for petroleum and petroleum products 
and for telephone and/or telegraph lines 
through and across lands of the United 
States within the area of Indian Rock 
Dam and Reservoir, located in York 
County, Pa., was considered, ordered to 
a third reading, read the third time, and 
passed. 
COMPENSATION FOR USE OF PRIVATELY 

OWNED AIRPLANES WHILE TRAVELING 
ON OFFICIAL BUSINESS 

The bill (H. R. 4547) to amend the act 
of February 14, 1931, as amended, so as to 
permit the compensation on a mileage 
basis, of civilian officers or employees for 
the use of privately owned airplanes 
while traveling on official business, was 
considered, ordered to a third reading, 
read the third time, and passed. 
DISPOSAL OF CERTAIN BLOOD PLASMA 

RESERVES 

The joint resolution <S. J. Res. 148) 
authorizing the disposal of certain blood 
plasma reserves was considered, ordered 
to be engrossed for a third reading, read 
the third time, and passed, as follows: 

Resolved, etc., That so much of the reserves 
of liquid, frozen, or dry-blood plasma or 
serum albumin establiShed from funds ap­
propriated under the heading "Emergency 
funds for the President" in the Independent 
Offices Appropriation Act, 1942, or from funds· 
appropriated for emergency health and sani· 

tation' activities (national defense) under 
the heading "Public Health Service" in the 
Labor-Fedei·al Security Appropriation Act, 
1943, and required by law to be held in reserve 
for casualties resulting from enemy action. 
as the Surgeon General of the Public Health 
Service determines are no longer needed for 
the purpose for which established or are 
likely to become ineffective prior to use if 
kept in reserve, may be disposed of by such 
Surgeon General by transfer or release to 
Federal, State, or local public-health authori­
ties or to Federal or other public or nonprofit 
hospitals: Provided, That any cost incidental · 
to such transfer shall be borne by the 
transferee. 

DECLARATION OF PORTION OF ILLINOIS 
& MICHIGAN CANAL TO BE UNNAVI­
GABLE 

The Senate proceeded to consider thP. 
biil <H. R. 4626) to declare a portion of 
the Illinois & Michigan Canal an un­
navigable stream. 

Mr. DANAHER. Mr. President, to the 
bill presently under considel·ation I do 
not believe I have any objection, but I 
should like to have an explanation of the 
purpose sought in declaring a portion of 
the river to be nonnavigable. 

Mr. BREWSTER. Mr. President, this 
is a bill in which the whole Illinois dele­
gation in both Houses is interested. I 
think the Senator from North Carolina 
fMr. BAILEY] shares somewhat my 
doubts as to whether, under the Con-

, stitution, we. can declare a stream to be 
nonnavigable. That is a point which 
I have discussed with the Senator. I 
assume that if it is nonnavigable, then 
it does not come under certain constitu­
tional limitations. I do no-t know 
whether there are any precedents on this 
point. 

Mr. BAILEY. Mr. President, the bill 
was introduced in the House by Repre­
sentative SABATH. The whole idea is that 
there seell)s to be a small stream which is 
not navigated at all, which is needed for 
some other purpose, and Representative 
SABATH desired the bill to be passed by 
the Senate, it having passed the House, 

, to find the stream nonnavigable, so that 
certain construction may be done on it,. 
I do not know about the constitutional 
question, whether Congress can say that 
a stream is navigable or not. If the Sen­
ate is not ready to pass on that question 
there is no reason on earth why I should 
insist that we proceed to debate at this 
late date, and if objection is heard I feel 
that at any rate I have discharged my 
obligation to the House. I am not in· 
sisting on action. 

Mr. HATCH. I think I shall object. 
Mr. LUCAS . . I hope the S3nator from 

New Mexico will not object to the passage 
of the bill. • 

Mr. HATCH. Mr. Presjdent, I am per­
fectly willing to withhold my objection. 
When the Senator from North Carolina 
said he doubted whether the Senate ought 
to act on this matter from a constitu­
tional standpoint, then I objected. That 
was all. 

Mr. DANAHER. I was trying to find 
out why we were declaring a certain 
canal nonnavigable at a time when by so 
doing we would yield whatever jurisdic­
tion we have on the ground that those 
waters may be navigable. 

Mr. BREWSTER. Everyone in the lo­
cality affected seems to be agreed that it 
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is a matter which would apparently serve 
the public welfare. 

Mr. DANAHER. I was wondering how 
we would do it, if we would do it as a 
matter of law or as a matter of fact, and 
if facts have been found to show that we 
have no jurisdiction on the ground that 
in fact the canal is nonnavigable. Things 
of that kind went through my mind as I 
looked over the bill. I was wondering 
what the committee had in mind. So 
far as I am concerned I have no objec­
tion to the bill. 

The PRESIDING OFFICER. The 
question is on the third reading and pas­
sage of the bill. 

The bill <H. R. 4626) was ordered to a 
third reading, read the third time, and 
passed. 
PERMISSION TO CHARLES REX MAR­

CHANT AND OTHERS TO ACCEPT CER­
TAIN MEDALS 

The joint resolution <S. J. Res. 106) 
granting permission to Charles Rex Mar­
chant, Lprne E. Sasseen, and J~ck Veniss 
Bassett to accept certain medals ten­
dered them by the Government of Can­
ada in the name of His Britannic Maj­
esty, King George VI, was considered, 
ordered to be engrossed for a third read­
ing, read the third time, and passed, as 
follows: 

Resolved, etc., That Charles Rex Marchant, 
Lorne E. Sasseen, and Jack Veniss Bassett, 
employees of the Civil Aeronautics Adminis­
tration, Department of Commerce, be author­
ized to accept and wear British Empire med­
als, Civilian Division, tendered by the Gov­
ernment of Cana:da in the name of His Bri­
tannic Majesty, King George VI, in recogni­
tion of their gallant services in rescuing four 
crew members from a crashed and burning 
Canadian bomber in September 1942, and 
that the Department of State is hereby au­
thorized and permitted to deliver the above 
medals to Charles Rex Marchant, Lorne E. 
Sasseen, and Jack Veniss Bassett; 

The PRESIDING OFFICER. That 
completes the calendar. 

ORDER OF BUSINESS ~~,; 

Mr. HILL obtained the fbor. 
Mr. McFARLAND. Mr. President, will 

the Senator yield to me for the purpose 
of moving that Calendar 1247, House bill 
4184, to amend section 321, title III, part 
II, Transportation Act of 1940, with re­
spect to the movement of Government 

' traffic, be made the unfinished business? 
Mr. HILL. Mr. President, I should like 

to yield for any question the Senator 
may want to ask, but I cannot yield to 
the Senator from Arizona for that pur­
pose at this time. I wish to say to the 
Senator that he has been most diligent 
in his efforts to get that bill before the 
Senate for consideration. The Senator 
knows, however, that the Senate has been 
engaged in consideration of the flood­
control bill and more recently the river 
and harbor bill. He also knows that we 
have had the crop-insurance bill under 
consideration and finally concluded ac­
tion on it today. Then we took up the 
calendar so we might get rid of as many 
bills as we could in as shcrt a time as 
possible. 

I will say to the Senator from Arizona . 
that the~e are pending a number of mat­
ters of ·the fil·st urgency, which have to 
be acted upon before the Congress can 

recess or adjourn for the Christmas hol­
idays. For instance, there is the defi­
ciency appropriation bill which the Sen­
ate Committee on Appropriations will 
undoubtedly report today and which will 
undoubtedly be ready for action tomor­
row. Then we have, as the Senator 
knows, a number of nominations before 
us. We have the nominations already 
on the calendar from the Senate Com­
mittee on Military Affairs for member­
ship on the Surplus Property Disposal 
Board. 

The distinguished Senator from Texas 
[Mr. CONNALLY), the chairman of the 
F'oreign Relations Committee, has just 
reported from that committee nomina­
tions in the State Department. · Those 
nominations will have to be acted upon. 

The distinguished Senator from North 
Carolina [Mr. BAILEY] is here now with 
the conference report on the river and 
harbor bill. That conference report will 
have to be acted upon, and I am ad­
vised that it may require some debate. 
It may take some time for its disposition. 

Under the circumstances, much as I re­
gret it, it is not possible for me to yield at 
this time to the Senator from Arizona 
[Mr. McFARLAND] for the purpose of 
making a motion to take up the bill he 
has in mind. I will say further to the 
Senator from Arizona that I do not know 
what the President will do with reference 
to the bill passed the other day propos­
ing to freeze certain social-security tax 
rates; but if that bill comes back, and of 
course Senators know that it may come 
back, we wm have to dispose of that 
question also. So, much as I regret to 
do so, and much as I admire the Sena­
tor's diligence in the matter, I cannot 
yield for the purpose he has in mind at 
this time .. 

Mr. McFARLAND. lM:r. President, will 
the Senator yield? 

The PRESIDING OFFICER <Mr. 
DoWNEY in the chair). The Senator 
f·rom Alabama refuses to yield to the 
Senator from Arizona. 

Mr. McFARLAND. Will the Senator 
yield for an observation? 

Mr. HILL. I yield for a question. 
Mr. McFARLAND. I wanted to make 

an observation. I want to express my 
appreciation to the distinguished acting 
majority leader for feeling and express­
ing his feeling that I have been diligent 
in regard to this bill. Quite a number of 
Members of the House do not share that 
view. The bill was passed in the House, 
I believe. op May 25 of this year. It was 
passed in the House by a division vote of 
236 to 16. The ·senate committee has 
held exhaustive hearings on the bill, and · 
it has been on the calendar since No­
vember 28: I feel personally that it is a 
bill on which the Senate should vote. 
Whether we pass it or not is beside the 
question. We owe that courtesy to the 
House of Representatives. I hope the 
acting majority leader will cooperate 
with me and help me get this measure 
up for a vote if possible. I realize that 
the deficiency bill is important. So far 
as conference reports are concerned, even 
if. a bill is made the unfinished business, 
as the acting majority leader well knows, 
con!erence reports take precedence, and 
other measures must stand aside for 
them. 

Of course, the executive session has 
nothing to do with making a bill the 
unfinished business in legislative session. 
So I hope that when we finish the defi­
ciency bill the acting majority leader will 
be willing to cooperate with me and help 
me bring this bill to a vote. 

Mr. BILBO. Mr. President, will the 
Senator yield? 

Mr. HILL. Does the Senator wish to 
ask a question about the bill? 

Mr. BI;LBO. I wish to make an obser­
vation. 

Mr. HILL. I yield to the Senator from 
Mississippi. · 

Mr. BILBO. Mr. President, I appre­
ciate the interest which my friend from 
Arizona has in this bill. I have been 
working on it for about 2 months. The 
more I read the bill the better I under­
stand it, the further I am from giving 
my consent to letting it become a law 
without at least 30 days' discussion. 

I should like to go home for Christmas. 
I have not missed spending Christmas in 
my home for 10 years; but this bill is so 
vital to the people of the United States, 
and there is so much involved in it that 
I .would forego the' pleasure of a Christ­
mas holiday rather than see the bill be­
come a law. With all due deference to 
my good friend from Arizona, it is the 
most outrageous, vicious, unreasonable, 
and unheard of piece of legislation that 
was ever dropped into the legislative 
hopper. It is a Christmas present to the 
railroads of the United States of at least 
$1,000,000,000 plus 16,000,000 acres of 
land. 

Mr. McFARLAND. Mr. President. 
will the Senator from Alabama yield to 
me to make one observation? 

Mr. HILL. I yield to the Senator from 
Arizona. 

Mr. McFARLAND. If the bill is such 
an outrage as the Senator from Missis­
sippi has indicated, surely he would not 
require 30 days to convince the United 
States Senate to that effect.' That is all 
the observation I wish to make. 

Mr. WHITE. Mr. President, will the 
Senator yield? 

Mr. HILL. I yield. 
Mr. WHITE. I should like to add a 

brief. word with respect to the legislation 
in which the Senator from Arizona has 
indicated an interest. 

First of all, I sympathize with the dis­
inclination of the Senator from Alabama 
[Mr. HILL] to have the bill brought up 
now. It has had long consideration. It 
was passed by t.he House of Representa­
tives. Hearings have been held upon it 
by a subcommittee of the Senate Com­
mittee · on Interstate Co!flmerce, and 
great labor has been expended in con­
nection with it. The Senator from 
Arizona has been indefatigable in his 
attention to it. The Senator from Ver­
mont [Mr. AusTIN] has given it constant 
and painstaking study. I very much 
hope that at some time before we ad­
journ there may be an opportunity for 
the Senator from Arizona to present the 
proposed legislation to the Senate and 
have the Senate act upon it. 

Mr. CHANDLER. · Mr. President, will 
the Senator yield? 
, Mr. HILL. I yield. 
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Mr. CHANDLER. I join with the 
Senator from Maine in earnestly re­
questing our distinguished acting ma­
jority leader to give every consideration 
to the request of the Senator from 
Arizona [Mr. McFARLAND], cooperate 
with him, and, if possible, let him get 
his land grant bill up before the end of 
the session. 

Mr. MEAD. Mr. President, will the 
Senator yield? 

Mr. HILL. Does the Senator wish to 
make an inquiry? 

Mr. MEAD. I wish to make an inquiry 
of the acting majority leader. 

Mr. HILL. I am glad to yield. 
Mr. MEAD. I should like to inquire 

as to the possibility of bringing up, now, 
tomorrow, or in the immediate future, 
a bill which I introduced, having to do 
with the compensation paid postal em­
ployees. Since we have discussed it, the 
bill has passed the House by a vote of 
133 to 1, and has been messaged over to 
the Senate. It is now on the desk. It 
could be taken up by unanimous con­
sent. Probably it cannot be taken up if 
there is objection, because of the im­
pendin,g adjournment. 

I should like to have an understand­
ing with the leaders as to whether we 
can take up the bill now by unanimous 
consent, or at some date in the imme­
diate future. 

Mr. BYRD. Mr. President--
Mr. HILL. I yield to the distin­

. guished Senator from Virginia. 
Mr. BYRD. I am entirely willing to 

ba ve the bill taken up tomorrow. I have 
no purpose to delay it. However, there 
are certain facts which I wish to ascer­
tain. I do not fully understand why the 
letter from the Postmaster General is 
not made a part of the record. I have 
addressed an inquiry to the Postmaster 
General for further information. I shall 
object to taking up the bill this after­
noon, but I shall not object to taking it 
up tomorrow. 

Mr. MEAD. That is agreeable to me, 
Mr. President. The clerk of the Com­
mittee on Post Offices and Post Roads has 
stated that the reason he did not include 
the letter from the Postmaster General 
was that the Postmaster General was 
supposed to send up another letter. If 
the bill can be taken up tomorrow, or at 
any time in the immediate future, that 
will be satisfactory to me. 

Mr. HILL. Mr. President, I wish to co­
operate with my distinguished friend 
from New York in every way possible; 
but it is not possible for me now to say 

J to the Senator that at a certain time to­
morrow, or at any time tomorrow, his 
bill can be taken up. Other bills are 
awaiting consideration. When a bill 
comes before this body, we never lmow 
exactly how long the bill may be under 
consideration. 

Mr. MEAD. If it is taken up before 
the holidays, that will be entirely agree­
able to me. 

Mr. HILL. All I can say to the Senator 
at this moment is that I shall be glad to 
keep in touch with him and co'operate 

·with him in any way I can. The Senator 
asks to have it taken up by unanimous 

consent. Some other Senator may ob­
ject, and there mf..y be protracted debate. 

Mr. MEAD. I hope I may have the co­
operation of the distinguished acting ma­
jority leader if I ask unanimous consent 
to have the bill considered some time to­
morrow, after my distinguished colleague 
from Virginia receives the information 
for which he is looking. 

Mr. HILL. After the distinguished 
Senator from Virginia has received the 
information he is seeking, I shall be de­
lighted to confer with the distinguished 
Senator from New York with reference 
to the bill. 

Mr. MEAD. That is satisfactory to 
me. 

Mr. WHITE. Mr. President, will the 
Senator yield? 

Mr. HILL . • I yield. 
Mr. WHITE. I should like to have it 

understood that the Senator from Maine 
is not a participant in the assurances 
given the Senator from New York by the 
Senator from Alabama, carefully guarded 
as they are. 

The PRESIDING OFFICER. The 
Chair lays before the Senate a bill com­
ing from the House of Repr~sentatives. 

The bill <H. R. 4715) to increase the 
compensation of employees in the Postal 
Service, was read twice by its title and. 
ordered to be placed on the calendar. 

REPORTS OF THE COMMITTEE ON 
APPROPRIATIONS 

Mr. McKELLAR. Mr. President, from 
the Committee on Appropriations, I re­
port back favorably, with amendments, 
the bill <H. R. 5587) making appropria­
tions to supply deficiencies in certain ap­
propriations for the fiscal year ending 
June 30, 1944, and for prior fiscal years, 
and to provide supplemental appropria­
tions for the fiscal years ending June 30, 
1945, and June 30, 1946, and for other 
purposes, and I submit a report <No. 
1384) thereon. 

Also, from the Committee on Appropri­
ations, I report back favorably, with an 
amendment, the bill (H. R. 55SO) to in­
crease clerk hire, and for other purposes, 
and I submit a report <No. 1385) thereon. 

The PRESIDING OFFICER. Without 
objection, the reports will be received 
and the bills will be placed on the cal­
endar. 

Mr. McKELLAR. Let me announce 
that it is my intention to move at some 
time tomorrow that the Senate proceed 
to consider the deficiency appropriation 
bill. 

EXECUTIVE SESSION 

Mr. HILL. I move that the ·senate 
proceed to the consideration of execu­
tive business. 

The motion was agreed to; and the 
Senate proceeded to the consideration of 
executive business. 

EXECUTIVE MESSAGES REFERRED 

The PRESIDING OFFICER (Mr. 
DowNEY in the chair) laid before the 
Senate messages from the President of 
the United States submitting several 
nominations, which were referred to the 
appropriate committee. 

<For nominations this day received, see 
the end of Senate proceedings.) 

EXECUTIVE REPORTS OF COMMITTEES 

The following favorable reports of 
nominations were submitted: 

By Mr . WALSH, from the Committee on 
Naval Affairs: 

Vice Admiral L. Calhoun, United States 
Navy, to be a vice admiral in the Navy, for 
temporary service, to rank from the 27th 
day of February 1942; 

· Commodore Oscar Smith. United States 
Navy, to be a commodore in the Navy, for 
temporary service, to rank from the 12th 
day of April 1943, and to continue while 
serving as deputy chief of staff to the com­
mander in chief, United States Atlantic Fleet; 

Col. John T. Walker to be a brigadier gen­
eral in the Marine Corps for temporary serv­
ice from the 4th day of October 1942; 

Col. Merwin H. Silverthorn to be a brig­
adier general in the Marine Corps for tem­
porary service from the 1st day of April 
1943; and 

Col. Maurice C. Gregory to be a 'brigadier 
general in the Marine Corps for temporary 
service from the. 7th day of May 1944. 

By Mr. CONNALLY, from the Oommittee 
on Foreign Relations: 

Joseph C. Grew, of New Hampshire, to be 
Under Secretary of State; 

Nelson A. Rockefeller, of New York, to be 
an Assistant Secretary of State; 

W. L. Clayton, of Texas, to be an· Assist­
ant Secretary of State; 

Brig. Gen. Julius C. Holmes, United States 
Army, of Kansas, to be an Assistant Secre­
tary of State; 

James C. Dunn, of New York, to be an As­
sistant Secretary ·of State; and 

Hallett Johnson, of New Jersey, a Foreign 
Service officer of class 2, to be Ambassador 
Extraordinary and Plenipotentiary to Costa 
Rica; 
- By Mr. McKELLAR, from the Committee 

on Post Offices and Post Roads; 
Sundry postmasters. 

The PRESIDING OFFICER. If there 
be no further reports of committees, the 
clerk will proceed to state the nomina­
tions on the Calendar. 

FOREIGN SERVICE 

The legislative clerk read the nomina· 
tion of Norman Armour, of New Jersey, 
to be Ambassador Extraordinary and 
Plenipotentiary of the United States of 
America to Spain. 

Mr. HAWKES. Mr. President, let me 
make a brief comment regarding the 
Honorable Norman Armour, of New Jer­
sey, who has been nominated by the 
President to be United States Ambassa­
dor to Spain. I believe that most of my 
friends and almost everyone I know who 
knows Mr. Armour feels that he will be 
an excellent atnbassador, and we will be 
very proud to have one of our New Jersey 
citizens appointed to that very difficult 
~nd important post. The Honorable 
Norman Armour is a man of broad diplo­
matic experience in many of the most 
important embassies throughout the 
world, and I am sure he will put his great 
experience to good use in the important 
post of Ambassador to Spain. 

The PRESIDING OFFICER. The 
question is will the Senate advise and 
consent to this nomination? , 

The nomination was confirmed. 
SURPLUS PROPERTY BOARD 

The legislative clerk read the nom­
ination of Robert A. Hurley, of Cannecti-



1944 CONGRESSIONAL RECORD-SENATE 9449 
cut, to be a member of the Surplus Prop­
erty Board. 

Mr. VlHITE. Mr. President, there will 
be some discussion of the two nomina­
tions of members of the Surplus Property 
Board. I ask that the nominations be 
passed over. 

The PRESIDING OFFICER. The 
nominations will be passed over. 

Mr. CHAf~DLER. Mr. President, I 
should like to inquire of the acting ma­
jority leader and the r.1inority leader 
whether the plan is to proceed with the 
consideration of the Surplus Property 
Board nominations tomorrow. 

Mr. HILL. I will say to my distin­
guished friend the junior Senator from 
Kentucky that the plan is to have the 
Senate proceed to consider executive 
business at a rather early hour tomor­
row. 

Mr. HATCH. Mr. President, will the 
Senator give us some indication about 
what h'our that will be? 

Mr. HILL. I will say that, if possible, 
we would like to have the deficiency ap­
propria 'ion bill passed, because no doubt 
that bilJ will have to go back to the 
House, and perhaps it will involve a con­
ference YJhich may take some time. So 
we would like to have the deficiency 
appropriation bill disposed of the first 
thing during the session tomorrow. 

Mr. McKELLAR. Mr. President, let 
me say to the Senate that I do not think 

·it will take a great deal of time to dis­
pose of the deficiency appropriation bill. 
I do not think it has many controversial 
amendments; at least, I hope it does not. 
I do not think the consideration of the 
bill will take a great deal of time. I 
think we will be able to dispose of it 
·early during tomorrow's session. 

Mr. HATCH: I asked the question be­
cause some of us have engagements to­
morrow for which we must plan. I un­
derstood the Senator :from Alabama to 
say that it is the plan to take up certain 
nominations tomorrow. That was as 

-far as the Senator had gone in making 
his announcement. 

Mr. HILL. Yes: after the defidency 
appropriation bill is disposed of, we ex­
b'ect to take up certain nominations, 
both the nominations reported from the 
Committee on Military Affairs, about 
which the Senator from Kentucky has 
inquired, and the -nominations reported 
from the Committee on Foreign Rela­
tions. 

Mr. CHANDLER. Can the acting ma­
jority leader tell us which group of 
nominations will have the right-of-way? 
Will the nominations from the Commit­
tee on Military Affairs be considered 
first, or will the State Department nomi­
nations be considered first? 

Mr. HILL. Of course, Mr. President, 
when the Senate goes into executive ses­
sion tomorrow, .the nominations from 
the Committee on Military Affairs, in 
which the Senator from Kentucky is par­
ticularly interested, will be first on the 
calendar. 

Mr. CHANDLER. The State Depart­
ment nominations will automatically go 
over until the day after tomorrow, I sup­
pose, if they are reported today. · 

Mr. HILL. Oh, no; they would be 
regularly on the calendar tomorrow. 

Mr. CHANDLER. Would they not be 
subject to objection tomorrow on the 
ground that it was the first calendar 
day after the nominations had been 
reported? 

Mr. HILL. Oh, no. They will be 
ready to be considered tomorrow. 

Mr. AUSTIN. Mr. President, will the 
Senator yield to me? 

Mr. HILL. I yield. 
Mr. AUSTIN. In view of the possibil­

ity that the Surplus Property Board 
nominations will be considered early dur­
ing the session tomorrow, I wish to state 
that the hearings on the nominations 
will probably be ready for distribution to­
morrow morning. If Senators are suffi­
ciently interested to wish to read the 
hearings, which are not long, relatively 
speaking, they will be available early 
enough so that they can be read before 
12 o'clock tomorrow. 

Mr. CLARK of Missouri. Mr. Presi­
dent, let me say that if the State Depart­
ment nominations are considered at an 
early hour in tomorrow's session, I am in 
a position to state that they will not be 
acted upon until a late hour. 

The PRESIDING OFFICER. The 
clerk will proceed to state the other 
nominations on the calendar. 

COAST GUARD 

The legislative clerk read the nomina­
tion of Capt. LeRoy Reinburg, to be 
commodore for temporary service to 

-rank from October 1, 1944. 
The PRESIDING OFFICER; Without 

objectiop, the nomination is confirmed. 
COAST AND GEODETIC SURVEY 

The legislative clerk proceeded to read 
sundry nominations in the Coast and 
Geodetic Survey. · 

The PRESIDING OFFICER. Without 
objection, the nominations in the Coast 
and Geodetic SurVey are confirmed en 
bloc. · 

POSTMASTERS 

The legislative clerk proceeded to read 
sundry nominations of postmasters. 

Mr. McKELLAR. I ask unanimous 
consent that the nominations of post­
masters be confirmed en bloc, and that 
the President be immediately notified of 
the confirmations of the nominations. 

The PRESIDING OFFICER. Without 
objection, the nominations are confirmed 
en bloc, and the President will be im­
mediately notified of the confirmations of 
the nominations. 

Mr. HILL. I ask unanimous consent 
that the President be notified forthwith 
of all confirmations of nominations made 
today. 

The PRESIDING OFFICER. Without 
objection, the President will be notified 
forthwith of all confirmations. 

RECESS 

Mr. HILL. As in legislative session, I 
move that the Senate take a recess until 
12 o'clock tomorrow. 

The motion ·was agreed to; and (at 5 
o'clock and 25 minutes p. m.> the Sen­
ate took a recess until tomorrow, Fri­
day, December 15, 1944, at 12 o'clock 
meridian. 

J..fOMINATIONS 

Executive nominations received by the 
Senate December 14 (legislative day of 
November 21 >, 1944: 

IN THE NAVY 

Capt. Lester T. Hundt, United States Navy, 
to be a commodore in the Navy, for tem­
porart service, to continue while serving as 
commander, naval air training bases, Pensa­
cola, Fla ., and until reporting for other per­
manent duty. 

Capt. Charles J. Parrish, United States 
Navy, to be a commodore in the Navy, for 
temporary service, to continue while serv­
ing as

1
chief of staff and aide to commander, 

Hawailan Sea Frontier. 
Capt. Fred D. Kirtland, United States 

Navy, to be a commodore in the Navy, for 
temporary service, to continue while serv­
ing in the Pacific Ocean areas and until 
reporting for other permanent duty. 

Commodore Marion C. Robertson, United 
States Navy, to be a commodore in the Navy, 
for temporary service, to continue while 
serving under commander, United States 
naval forces in Europe, and until reporting 
for other permanent duty. 

CONFIRMATIONS 

Executive nominations confirmed by 
t~e Senate December 14 <legislative day 
of November 21), 1944: 

FOREIGN SERVICE 

Norman Armour, to be Ambassador Ex­
traordinary and Plenipotentiary of the United 
States of America to Spain. 

COAST GUARD OF THi: UNITED STATES 

PROMOTION 

LeRoy Reinburg, to be a commodore, for 
temporary service, to rank from October 1, 
1944, while serving as commandant, Coast 
Guard yard, Curtis Bay, Md., or in any other 
assignment for wllich the' rank of commo­
dore is authorized. 

COAST AND GEODETIC SURVEY 

TC' BE JUNIOR HYDROGRAPHIC GEOGETIC ENGI• 
NEERS WITH RA:trK OF LIEUTENANT (JUNIOR 
GRADE), TO RANK AS INDICATED 

William B. Page, from September 10, 1944. 
Norman Porter, from October 1, 1-944. 

POSTMASTERS 

ARKANSAS 

J. Fred Ball, Newport. 
FLORIDA 

Gladys L. Stalls, Moore Haven. 
Guy H. Stapp, Oxford. 
Weeta M. Brown, Plymouth. 

GEORGIA 

Charles A. Randolph, Tt}Cker. 
ILLINOIS 

Iva E. Ha-nson, Itasca. 
KANSAS 

Howard R. Ellis, Haviland. 
KENTUCKY 

Gertrude Stuteville, Bonnieville. 
Roy 0. Harmon, Gravel Switch. 
Frances J. S~lt, Magnolia. 

MAINE 

Harold M. Smith, Hollis Center. 
MICHIGAN 

John H. Hausler, Boyne Falls. 
John L. O'Brien, Lake Leelanau. 
Basil L. Jankowski, Maple City. 
Miles S. Ansbaugh, Reading. 
Edwin C. Hess, Sanford. 

MINNESOTA 

Clyde. H. Ferrell, Montrose. 
VERMONT 

Clarence P. Dudley, East Montpelier. 
Daniel Henley, Richmond, 
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