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CONFERENCE OF GQVERINCORS OF FEDERAL RESERVE BANKS,

SECOND DAY,

washington, D, G.,

Wednesday, April 13, 1921,

The Conference of Governors reassembled pursuant to
adjournment at 9,15 o'clock a.me

Present: The Governors of the twelve Federal Reserwve
Banks, as previously indicated,

PROCEEDINGS .

The Chairmen {Governor Strong). Gentlemen, we will
come to order and proceed with the program,

At the conclusion of the meeting last night we were
considering the guestion submitted to us by Governor
Harding as to the status of the finances of the office of
the Comptroller of the Currency, It occurred to me after
leaving the meeting that it might be desirable to ask Ln
Crissinger to join us at this meeting in order to discuss
the action to be taken on his suggestion, that the Federal
Reserve Banks might make it a part of the deficit, TWhat
is your view?

Governor Morss, Mr., Chairmen, we had three requests
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here yesterday for assumption of expenses on account of
one Department of the Govermment or another, Not many
months ago, we were not reduested, but we were told,

to assume the expense of a printing Plexit; but we had
three put nominally in the form of'requests ye sterday
and I have begun to think that it would be better pollcy
for the Federal Reserve Banks to refuge any reguest of
that sort, all of them and if anybody has authority to
impose this expense onto the Federal Reserve Banks, let
them exercise that authority, but on the Juestion of
the Federal Reserve Banks voluntarily acQuiescing in
an expense being thrown on them, I think it is about
time to stope. The first thing you know you will have

these things thrown in your. face, that you accepted

these things, accepted these expenses, and when you

are loaded up with eXpenses, so that you cannot live;
then you may find them very burdensome., It will be
very convenient to say that they were imposed on you
and you could not help 1it. I would be inclined to
vote against anything of that kind. If there were
three requests yesterday there may be three today and

three tomorrow. I would be glad to throw the whole
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thing out and begin all over again.

The Chairman. are there any other views on this
matter?

Governor MecDougal, This matter of the Comptrolilenr!
expense 1is now open for discussion, Mr. Chairmn?

The Chairman. It is the item of business that was
belng considered last night when we adjourned, whichwas
brought up by Governor Harding, and that is an existing
deficiency in the accounts of the Comptroller of the

CUrrency.

Governor Fancher, As I understand it it 1ls sug-

gested in this communication that we pay an amount
covering the reports which have been furnished us during
the past year, and it is then suggested that we pay an
amount for future reports which will include the full
report. I rather hold to the views Governor korss has
expressed, bul it rather seems to me that if it is an
expense to prepare these full reports, because it does
mean & larger office force, and we can be furnished
with a complete report now, something we never had
before, I think that I would favor the matter of conw

pensating the Comptroller's office for that report,




It may cost a nominal amount, five or ten dollars; but
on the other hand I am opposed to going back and helping
out in a matter when we have not had past cooperation
with the Comptroller, have not had the information that
we have asked for and that we have asked for repeatedly,
and I am opposed to going back and paying for something
that we have not had,to amovnt to anythinge.

Governor McDougal, I believe in our district we
do, to some extent, reimburse the state departments for
the service and for the expense involved in furnishing
us copies of the State Bank Members' Examination Report.
I wired to ascertain to what extent we pay for them, if
we pay for them at all, and I am satisfied that it is a
nominal amount., I can: see no * consistency in the De-
partment asking us to reimburse them for last year'!s ser-
vice of reports, nor can I s€€ any valid reason Why the

$124,000 deficit, or whatever it is, existing in the

Comptroller's Department, should be met by an assessment

against the Federal Reserve Banks, My impression is
there might be a duestion as to our right to contribute
to a fund when the law provides, I believe, that the

expenses involved in making national bank e€xaminations




is to be borne by the bank examined.

I feel, however, that if it is simply a matter of
reimbursing the Comptroller's Department for his services
and for the expense involved that we should be willing
to pay a reasonsble price for the reports they furnish,
provided they give us the complete report, I do neot
think I should under any circumstances make it apply to
last year's report, nor do I think that a fee of {15,00
or $10.00 is justifiable for the reports we receive,
There are only carbon copies of the report that they
have to make anyhow,

The Chairman. ¥ hat is your view in regard to
the suggestion of having the Comptroller consider the
matter with us?

Governor McDougal. I think it would be a very nice
courtesy to show the Comptroller,

Governor Morss, But why is it necessary?

Governor Seay., I think it would be well to arrive
at a coneensus of opinion here on the part of the Con-
ference before we discuss it with him,

Governor Morss, If the Comptroller has a mingd to

say Wat we cannot pay for these reports unless we pay
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$10,00 apiece for them, let him say that,. Then we will
take them or go without them.

The Chairman., I am sure that is not Mr. Crissinger!
attitude at all.

Governor Morss. It ought to be. That is the point.

not
He ought/to ask us to compromise ourselves and the poli-
cies of our banks for his benefit. If he has authority
to 40 this why does he not exercise it and not ask us to
give it to him. That is my only point.

The Chairmen. I do not think any gquestion could
be raigsed---nnd I say this subject to correction of
counsel---a8 to the proprie Lty of our paying a reason-
able amount for & report which does cost something to
prepare.

Governor Morss, I do not either, so far as that
goes,

The Chairman. The cost is not simply the type-
writing of it, but it covers the servieces of the men
in the preparation of the report, My point is, or
someone has raised the point, which I think is well

taken, that the National Bank Act provides a method

for paying for bank examinations and that the method




now suggested to us as a possible means of relief to

the finances of the Comptroller's office really is not
justified upon the ground that we are paying for the
cost of the report, because we are specifically paying
for a deficit in the Comptroller'!s expense account
whicﬁ should have been mot out of bank examination
assessments upon member banks. The objection to the
propesal did not apply to payments which we might care
to make for future reports to be furnished, but to pay-
ment of a lump sum, say $5.00 for the last set of re-
ports, just in order to make good a deficiency., If
we pay $5.00 for the last set of reports, why not
$5.00 for the set before that, and so on indefinitely?
There is another conslderation involved, The
Comptroller has left his office in a frame of mind
which is distinctly antagonistic to the Reserve Board
and the Reserve Banks, or some of them; he has criti-
cized, publicly criticized to a certain extent, anpd it
seems to me 1f he has gotten his acecounts into & mess
he ought to go to Congress to get relisf, or his
successor should, and not ask s to afford him the

relief that he wants.




Governor Biggs. Wwhat would have been the policy
had there been no chenge in the administration, Suppose
Comptroller Williams had remained in office, He would
never have presented this to theBoard. That method
would he have taken to overcome the deficiency.

The Chairman. It was indicated yesterday that
this was a temporary measure in crder that time might
be afforded to increase the assessments upon the banks
examined so as to make good the deficit, I presume
that is the course that would have been pursued. 1
am very certain that the Comptroller never would have
gone to Congress and asked for an appropriation to re-
lieve him of this embarassment,

Bovernor Biggs. He never would have come to the
Governors.

Governor McDougal. I think the underlying purpose

goes a little beyond the point to which you have referred

and the feature of the situation that appeals to me is

that the new Comptroller has awakened to the fact that
i
they are short of examiners, and they have no funds with

which to employ additional examiners or even to pay the
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salaries of those now employed. The condition in

that respect is deplorable, certainly in our district,
The examinations out there have been conducted in such
a way that they have not disclosed to us, for our guid-
ance, the real condition of affairs. As an eXample,
the bank that failed a few days ago, after one of our
men went in with the national bank examinér and made an
examination, the reports which we had received over a
period of years indicated that that bank was in falrly

good ecmndition, but their capital was entlrely gone;

thé bank was closed and they owe us $174,000, That is

what happened, The examinations have not been as
thorough as they should have been and that department
is suffering for lack of good men, or lack of the
right number of men, because they are not permit ted to
devote sufficient time to the examinations. They do
need help, but they ought to get it from Congress.
They want to get it by increasing the percentage  arge
against the New York and the ghicago Bank or other banks
which are examined.

The Chairmen. Governor McDougal, my point was reall

this; That the Compiroller of the Currency, has made a

(&1
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request, through Governor Harding, and we have not
heard from him directly as to the program of his
department, what plan he has in mind and it seems to
me a little unfair to close the discussion on a matter
of this sort without hearing from the Comptroller,

Govern;r McDougal. I agree with you on that, Mr,
Chairman.,

Governor Calkins, In the last analysis, have we
any right to pay & sum sufficient to make good a defi-
cit in the Comptroller's office?

Governor McDougal. That is the point I raise,

Governor Morss. I raige the point whether you

have the right to pay anything more than you are obliged

to pay. If you can get it for $5,00 instead of $10.00

is it not your duty to do so. If you can get it for
nothing instead of $5.,00 is it not your duty to get it
for nothing in order to protect your bank. Vhy
should we pay more for a report than we have to pay
any more than we pay for any other expense, rent and
so forthe I must say that to acQuiesce in that is
to put a rogponsibility on us that I do not see any

reason why we should accept. If the Comptroller is




coing to say to us that we camot have the report unless

we pay $10.00 for it, then we will consider whether we

will teke it or note. Doubtless we will take them all,,

of course,
The Chairman . Suppose weé invite him over and asx
tat question?
Governor Morss, If he should put the price at
%25,00 it would be the same way as with $5.00, £ 3 5
he would come in and tell us that he is going to do it
I would not cbject to that at all, but I am not going
to acguiesce in any price if I can help it.
| Governor McDougal., I would suggest that the Comp-
troller be invited to come over here at the right moment,
Governor wellborn. This strikes me as being only
a temporary affair and a very modest request of us to
assist the Department. I say it is a itemporary affair
because I think very likely that the HMcFadden bill will
pass Congress and become law and the Federal Reserve
Board will have charge of all of these examimations and
this will just save the Comptroller the trouble of going
to Congress and asking for an appropriation or making

an assessment:against the banks, While we are
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making these abnormal profits it is all in the family any-
way.

Governor Mcbougal., I assume some of the other bank:
at least heve had the same exXperience we have had. During
the last two or tbrée years we have made heroic efforts
to have the law stretched so that we might do something
to aid the Red Cross, the Y. M. C, A, and so forth, but
we have always been referred to the law which, we are
told, states Specificélly in what way the profits can be
used, If this fund asked for is a fund to make up a
deficit existing in the Comptroller's Department, I would
like to concur in the suggestion that it is a matter
for Congress to take care of and not for the Federal
Reserve Bank to take care of,

Governor Seay. I do nct know whether all the Reserve
Banks hold the position we do,---although I imagine they

do--~that it would be advantageous to have the examina-

tion of the banks under the Federal Reserve System.

The Act, it seems to me, contemplates tlat the Federal
Reserve Board shall have the benefit of the exaninations

made °

The Chairman. By the <&gemptrollore
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Governor Seay. By the Comptroller. The Act
reads that the Federal reserve Board, upon recommenda-
tion of the Comptroller of the Currency, shall fix the
salaries for all bank examiners and make report thereof
to Congress, and the expense of the examingtions herein
provided shall be assessed by the Comptroller of the
Currency upon the banks examined. Then any additicnal
examinations that we may conduct Shall likewise be
assessed against the banks. It does not say so specific-
ally, but I think the clear inference is that the ex-
penses of such examinations, and I'dhink the furnishing
of such reports as may be redquired by these examinations,
is clearly directed to be assessed against the banka,
I do not know whether any of you observed it in yester
day's Times or not, but some reporter featured an article,
referring to Governor Harding, and he points out that
the recrudescence of the report sthat the office of the

Domptroller of the Currency shall be abolished, is not

taken seriously as such action would necessitate the

creation of an additional Secretaryship in the Treaéury
Department, and I feel sure that there is going to be

some objection on the part of some people to the conspli-
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dation of the Comptrollerl!s Department with the Federal
Reserve System. If we believe it would be advantageous
to do that, to have it consolidated with the Federal
Reserve Banks, then I think in this situation we possess
a lever to bring about the cosolidation. Clearly the
Comptroller's office has been involved in expenses, pro-
vision to meet which has not been made, and if we want
to bring that about, it is clear to me that here is an
jllustration now for the benefit of those who are like-
1y to cbject in Congress, I think it would be a very
forceful one to bring about the consolidation of these
offices if we want it done, and I think we are eniitlei
to take advantage of the situa tion.

Governor Van Zandt, In our district we pay the

State Banking Department of Texas, which is the largest

part of our distriet, $1.00 a copy for copies of re-
ports of examiners, whici covers the cocst of making the
extrs carbon copy, and would ¥6é not be in a rather em-
barassing position as regards the upkeep of the S tate
Banking Department if we were to go to work and pay

$10.00 a copy for reports of national bank examinations,

some of which we have no more confidence in, and in
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some instances less confidence, than we have in our Stoue
Ixaminers' reports?

The Chairman., That is a new dQuestion.

Governor Van Zandt, There are some €xXxaminers on
the national board that we would not want a report from
and I would pay no attention to it when I saw it, but
would have my own examiner go out and get -~is report on
the bank, %ith all the failures we have had in our
district of member banks, or the national banks, their
serious condition has been fcund by our examiner and
not by the national bank examiner,

The Chairman. I would like to ask Mr, Harrison,
who knows this situation from the standpoint of ths
Federal Reserve Board and the Comptroller and the Reserve
Banks, if he has some views to express.

Mr, Harrison. I would be rathsr inclined tc dis-
agree with the statement made by Governor Seay that the

Act contemplates that the Comptroller's office should

furnish the Pederal Reserve Board or the Federsl Reserve

Banks with coples of all of these examinatlons, It is

not very clear in the law, but I should think that the
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inference was the other way, for the reason that the

law provides two classes of examinations, one by ihe
Comptroller's office and anothsr class of examinations
which may be mede by the Federal Reserve Bank upon re-
guest of the Federal Resgerve Board; SO that it would

scem that if the Board wanted copies of examinations or
wanted reports on particular banks, the way the act con-
templates they shall get them is by an examination made
upon their redquest by the examiners of the Federal Re-
serve Banks. I mention that merely to clarify the situa-
tion with reference to the right of the Compiroller subse-
quently to make charges whén he does present reports,

I feel if, therefore, there is no requirement in the law

for the Comptroller to furnish reports to the Federal

Reserve Banks it is very possible and proper for the
Federal Reserve Banks to pay a charge or any charge that
the Comptroller may assess for furnishing reports,
Governor Seay. But he does not furnish them to the
bank; he furnishes them to the Federal Reserve Agents,
He furnishes them to the Board, or the Federal Reserve

Agents, employed by the Board, and the bank has access

to them.
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Governor Van Zandt, Sometimes.

Governor McDougal. Some of the officers of the bank
have

Governor Seay. That is the theory upon which we are
acting, A discussion took place and it was held that
these reports shogld be in the custody of the Federal

Reserve Agent and should be furnished to him. There-

fore it is not touthe bank that these

things are furnished but it is to the Federal Reserve

Board,

Mr. Harrison, It would be proper, assuming that
the Comptroller's office has the right to make the charge,
énd I think that is a very doubiful Question,---assuming
that he has got that legal right to make a charge for
furnishing official copies of official reports in his
office, I think it would be proper for the Federal
Reserve Banks upon regquest of the Board, or even on
their own volition, to pay for these reports furnished
to'them, vhether furnished directly to them or through
the Chairmen of the Board of Directors or the Federal
Reserve Agent of the District,

My own opinion is that there is s grave Question




whether the Comptroller has the legal right to make a
charge and I should think in the last analysis that the
cnly thing this Conference can 4o with refe;ence to
future reports is to agree to pay & charge for them
that the Comptroller decides to assess you or charge
you for furnishing them, that is if you want the reports.
As to the price, I do not think there is any Question
that you have not the legal right to pay for them, That
would be my feeling as to this deficlt. It would be
a grave question as to the propriety under the law of
the Federal Reserve Banks voluntarily making coniri-
butions to make the deficit good,

Goyernor Morss. Does not that bear out my con-
tention that if they are of a mind to make a charge
to us for these reports we will pay for them? That

is quite different from putting us.in the position

of throwing the responsibility on us, I 4o not want

to show any discourtesy to the Comptroller of the Cur-
rency, as you understand, and I want tc help him in any
way I can, but this is a responsibility he has, and all

he has got to do is to cane in and say that he has not
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charged us for these reports before, but that conditions
are such that he will be obliged to charge us for any
reports we get in the future. Then if we do not want
them we do not have to take them, but i we want them
we have got to take them.

Mr, Harrisone I think the Comptroller merely
means in a cooperative way to find out what is the atti-
tude of the Governors with refermnce to a charge should
he decide to impose it. Let us put it in that way.

Governor Morss, Te have got to have these re-
ports and we will pay any price that he may put on
them, ~e understand that he puts that price on be-
cause of the needs of his office smad that he is not
trying to make a profit out of 1it; in otheér words that
he has got to make that charge and I think it is per-

proper
fectly/if he does not put the responsibility on us, but
I do not think we should be asked to assume that re-
sponsibilitye.

Governor Calkins., It has been suggested that we
invite the Comptroller over here and tell him We are

not disposed to make up the deficit of his predecessor

but we are disposed to pay for reports that we desire
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in the future. It seems to me that is about the sub-
stance of this discussion,

The Chairman. I have a strong feeling of sym-
pathy with what Governor Morss has sald, but if we take
that position it merely means that a new Comptroller
has come into office and made a change of policy, -whether

warranted by law or not is his affair,-but the

o
Comptroller nowoffaring/furnish.complete reports, in-

cluding the confidential report, asks that we reimburse
the office for the expense of preparing them, As to
the cost, the great difficulty in my mind 1s justifying
making good the deficit in a fund which the law ex-
pressly states shall be furnished by assessment from
the’banks examined.

Governor Van Zandt. Touldn't it be in direct
violation of Section 21, or that part of Section 21
which reads:

Urhe expense of all examinations herein provided
for shall be assessed by the Comptroller of the Currency
upon the banks examined in proportion to the assets or
resources o the different banks upon the date of exam-

ination of the wvarious banks.,"




T%e Chairman. But this is not the expense of
examination, this is the expense of preparing the report
which results from the examination, an additional copy
of the report,.

Governor Van Zandbt. I cannot see that an addi-
tional copy of the report would cost $10.00,

The Chairman. It is $5.00, $10.00 for two reports
cach year.

Governor Van Zandt, or $5,00 for that matter,

Mr, Harrison. It is a little different, Governor
Van Zandt, because 1t is a flat charge for copies of
reports that may be made, There may be four or five,
conceivably.

Governor Van Zandt. But thére may be none,

Mr, Harrison. There may beé none, although that
would be a violation of the law,

Governor Morss, Two examinations a year are
required and that would be two reports, but with refer.
ence to the policy of other departments of the Govern-

ment, there are some publications that the Government

gives for nothing, and then therée are some for which

a slight charge is made. It is the same thing,it
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occurs to me,

Mr, Harrison. That is what I meant when I said I
thought there was some guestion about his right to make
a charge for furnishing a copy of a report Wbichris an
official report, if it is a report that he has the right
to give you; in other words, if he has the right to
give it to you I think probably he has the right to give
it to you free; but I think that is a matter for him to
determine and not for us,

tovernor Morss, He has a right to maske a charge,
He has his privileges and his rights.

Governor Seay. There is another phase of this,

It seems to impose upon the Comptroller who is retired
a policy which he himself did not promulgate. He d4id
not charge for the service and he did not advance the
policy nor the argument.

The Chalrmen. This is a question of making a pay-

ment simply to cure his deficit.

Governor Seay., I understand that, but that parti-

cular point, although it 1s implied in the other, so far
as I know was not raised; but it does put upon the Comn-

troller who has just retired a policy for the conduct




of his office which he himself did nolt originate.

The Chairman., He originated the deficlt, though,
Gentlemen, we have spent quite a little time on this sub-
ject, over half an hour and I think we have discussed it
enoughe.

Governor Van Zandtb, I move that the Comptroller of
the Currency be invited to pressnt his views to us on
this Question.

The Chairman, Is that motion seconded?

Governor McDougal, I will second it,

The Chairman. Is there any further discussion?

Governor Seaye. I think probably we should arrive

at some boiled down decision or a consensus of opinion

here so that it may be voiced to him and not go over
all this disaission again with the Comptroller,

The Chairman, Your motion, having been seconded,
has precedence, Governor Van Zendt,

Governor Van Zandt, I will withdraw it for the
purpose af alloving another motion to be made.

Governor Morss, Supposé we make a motion something
like this: That we say to the Compiroller, in case he

sees fit to make a charge for these reports that thers i.




no doubt that we will be obliged to have them and will
pay for them at whatever price he tas a mind to put on
them,

The Chairman. F or the reporis?

Governor Morss, For the reports, yes.

Governor Biggs. Would not every man here be Willing
to do that? Is there any objection to committing the
Governors here to that? Tould they all not be willing

to pay for future reports?

Governor McDougal. It is questionable whether thegy

would all be willing to make it so broad as Governor
Morss has suggested, that is any charge the Comptroller
sees fit to put upon it.

Governor Calkins, If he puts it too high we do
not have to pay it.

Governor Miller, If it is a question of past re-
ports, it seems to be a matter of just raising so much
money, and why don't we let him charge $15.00 for future
reports so as to get the Comptroller out of an embar-
assing situation?

The Chairmen. That arises from the depth of your

sympathy for the Comptroller, The present Comptroller
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{8 not under any embarassment in the management of his
office.througb anything of that sort.

Governor Miller, I thought he was trying to make
up a deficit for some reasons

The Chairman. He wants to pay the examiners; he
wants to get money enough to pay salaries.

Governor Miller, All right, for that purpose then.

Governor Morss. I would like to make a motion to
the effect,---1f you will be kind enough to dress it up
in the proper language for me Mr. Harrison,-~-along the
lines I have stated,

Mr. Harrison. You would move that the Conference
advise Governor Harding that they do not feel it would
be proper for them to make any contributions intended

te make good & deficit in the administration of the

Examining Pivision of the Comptroller's office---

Governor Calkins, Or any other deficit,

Mr. Harrison. Yes; but that Governor Harding be
advised thaiﬁthe Comptroller of the Currency sees fit
to make a charge for providing full copies of reports

In the future the Federal Reserve Banks which would

take those reports would be glad to pay for them.




The Cheirman. Provided the charge was a ressonable

Governor Morss, I want to put the responsibility
for the size of the charge on the Comptroller. He has
explained to tne meeting that he is charging what he is
obliged to charge and that explanation is &all right, but
we do not want to get into a discussion of the price to
be charged because it will go all the way from one to
fifteen dollars, Let the Comptroller fix that, We
would doubtless take all of them at whatever price he
decidss to put on them.

The Chairman. Provided the charge is a raegsonegbls

5 R . =
provided” at all,

Governor Korss, No, not

The Chairman. Ue are not geing to pay anything but
a reasonable charge.

Governor Morss. We do not want responsibility for
the charge at all.

Mr, Harrison. I think Governor Morss's point is

that no matter what price he fixes the banks will either

take the report or they will not take it, If you do

take it you pay for it, and if you 4o not you pay nothing
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Governor Miller, Jiould ths price for the report
be the same?

The Chairman. That is for him to answer.
no. know,

Governor Seay. It seems to me to be not unreason-~
able, but at the same time it provides a convenient means
for meeting in large part the expenses of the Comptroll-
er's office, and it is a very small step for those in
Congress, who are so minded; to go further and move
that the expenses of conduct of the Comptroller's of-
fice is borne by the Federal Reserve Banks, for whose
benefit in large part the examinaition is cmducted,
without necessarily throwing authority for the exam-
ination into the hands of the Federal Reserve Banks,

Tre Chairman. I think that would be a most extra-
ordinary procedurs,

Governor Seay. Yes, but we are doing it in part
and if we are doing it in part why net advance a little
further and if we let the Gumpilroller increase his
price for these examinations to five or ten dollars, he

might say $25,00.

The Chairman. Governor Seay, theé proposal before
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Congress now is to abolish the office of the Comptroller

and to have the functions of the Comptroller performed
by the Federal Reserve Board through the Federal Reserve
Banks and have all the expenses of doing so borne by

the Federal Reserve Banks,

Governor Seay. Ye8.,

The Chairmen. Certainly a fair discussion of that
subject would eliminate the possibility of any fantastic
proposal sueh as you have in mind, I cannot for a
moment imagine that Congress would say to the Federal
Reserve Banks "You pay the cost of conducting the office
of the Comptroller of the Currency and then have no
control over it whatever,"

Governor Seays I hope not, and yet there is no
reason why the charge for those reports should not be
very well advanced, He proposes $5.,00 for the past
and proposes $10,00 for the present. He might just
as well propose $25.00.

The Chairman. Then we would not have to pay it
would we?

Governor Seay. I suppose not, unless we chose

to if we wanted the reports,

itized for FRASER
bs://fraser.stlouisfed.org




GovernaoriMorss. Mr. Harrison, are you framing the
moticnr that I suggested?

Mr, Harrison. Yes, e

"Moved that it is the sense of this meeting that
Federal Reserve Banks should make no contribution calcu-
lated to make good a deficit in the administration of

the office of the Comptroller of the Currency, but that

Federal Reserve Banks will pay any charges made by the

office of the Comptroller for copies of future reports
furnished by him and actually taken by the Federal Re-
serve Banks "

Governor MeDougal . I would like to see the word
"complete" in there,

The Chairmane. Does that express your idea Gover-
nor Morss?

Governor Morss, You would not want to put in that
if the Comptroller mskes a charge that the banks wlill be
obliged to pay any charge that he has a mind to make,

The Chairman. No,

Mr, Harrison., I almost say that, that the Federal
Reserve Banks will pay any charges made by the Comptroile r

for copies of future complete reports furnished by him
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and actually taken by thems

Governor McDougal. I would like to see the ex-

pression "Expenses involved" in there. $10.00 is

more than the expénse involved for a carbon coOpy.

Governor Seay. I think that is good principle.

Governor Van Zandt. Any statement with regard
to reports which covers the situation as it confronts
us . The charge made by the state departments, is very
small,

Governor McDougal. The same is true with us,

I think a charge is made of one or two dollars, but I
hope in a few minutes to know what it is,

The Chairman. We pay nothing in New York,

Governor Seay. I will second the amendment of
Governor McDougal.

The Chairman. I will ask Mr. Harrison to read
the motion againe.

Mr, Harrison. Moved that it is the sense of this
meeting thet Federal Reserve Banks should make no conti'i-
bution calculated to make good a deficit in the adminis-
tration of the office of the Comptroller of the Currency,

but that Federal Reserveé Banks will pay any charges
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. by the Comptroller of the Surrency to cover thé ex-

pense involved in furnishing coples of future com-
plete reports actually taken by them,

(The motion was put and unanimously carried,)

The Chairman. Governor Van Zindt your motion is
noWw in order,

Governor Van Zandt., I will now move that the
Comptroller of the Currency be invited to be present
and lay his thoughts on this subject before us,

Governor Fancher, I will second that motion.

(The motion was put and unanimously carried,)

The Chairman. I will take the liberty of ap-
pointing a committee to convey this action to Gover-
nor Harding and ask him to arrange for a meeting at
least to get liberty to arrange for a meeting with
the Comptroller to join us. This matter was brought
to us by Governor Harding or at least through Gover-
nor Harding, and at the same time the committee goes
over to the Treasury to arrangé for the meeting it can
arrange with Mr, Gilbert to be present to finish our

discussion with him, Is that satisfactory=s iy

is I willa p point Governor Van Zandt, author of the
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motion and CGovernor Morss author of the previous

motion as members of the camnltiee,

(The committee appointed thereupon left the con-
ference room to carry out their instructions,)

The Chairman. To procesd with the program, under
accounting, number 2, we have topic {a) which is:

(a) Uniform reconcilement form for use of the
Treasurer of the United States in reconciling accounts
maintained in reserve banks.

The report of the committee is as follows:

The Committee on Standardization of Inter-Federal
Reserve Bank Forms submits the attached form as a sug-
gested recnsilement sheet for use of the Treasurer of
the United States in reconciling accounts maeintained in
Federal reserve banks,

This form is to be prepared in duplicate, the
signed original to be forwarded to the Federal Reserve
bank, and the duplicate to be retained by the Treasurer

for reference purposess,
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Treasury Department
Office of the Treasurer

RECCNCILEMENT SHEET
GENERAL ACCCUNT TREASURER U, S.

FEDERAL RESERVE BANK OF AS OF

 DaTE
Date of DESCRIPT ION AMCUNT ADJUSTEL
Entry

THEASURER DEBITS, YOU 0C NCT CREDIT

YOU DEBIT, TREASURER DCES NOT CREDIT

BALANCE DUE TREASURER AS PER YCUR TRANSCRIPT

TOTAL
TREASURER CREDITS, YOU DO KCOT DEBIT

YOU CREDIT, TREASURER DCES NCT DEBIT

BALANCE DUE TREASURER AS PER HIS BOOKS

TOTAL

Your transcripts of the general account of the Treacure:
of the U. S, with supporting vouchers to and including has
been examined and agree with the books of the Treasurer with
the exceptions shown above,

TREASURER CF THE U, «

(The above sheet on heavy bond paper, 12 x 9-%,
punched for binder.)




PRINTING SPECIFICATIONS.

RECONCILEMENT SHEET -

GENERAL ACCOUNT TREASURER U, S,

PAPER:

tock - Domino Bond
Substance No - 16
Color - White
Stock Size - 12 X 9-3%
FPorm Size - 12 x 9-%
PRINTING:

Color - Black
Style of Type- Gothic

RULING:

Ceolor -~ Black
Kind - Print

PUNCHING:

Binder Holes

NO., IN PACKAGE:

100

If a duplicate is desired for use in
the Treasurer's office, it may be printed
on buff paper appropriately marked "File
Copye"

b
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The Chairmen. I want to say with regard to the re-

port on forms that there are iwo forms submitted to the

meeting, and that Mr. Rasch, who represents the Federal

Reserve Bank of New York in this matter talked with repre-
sentatives from Cleveland and Chicago, &nd has really de-
voted a great deal of time to studying the forms in use by
all the reserve banks, has stated that there have been
concessions necessary from almost every reserve bank, and
he informs me personally that the princlpal concessions in
the matter of forms have been made by our bank in New York,
where our form seems to differ more radically from others
than the other basnks do among themselves., He has asked me
and urged me to secure if possible the cooperation of the
Governors in insuring adoption of these forms $o_.that prog-
ress may be made even if it requires abandoning some little
jdeas of technique in the use of forms, It would be a con-
venience to the Treasury Department to have them uniform

of course.

Governor Calkins, I move the adoption of the report
of the Committee on Forms, under Topic 2 a, "Uniform re-
concilement form for use of the Treasurer of the United
States in reconciling accounts maintained in reserve banks,.

Governor Seay. I will second the motion,




.

The Chairman. Is there any further discussion?g

/

4
{There was no further discuesion and the motion Was~/

put and carried unanimously.,) | \\\
The Cha irmane. The next topic is (b) under ac-
counting and is:
"{(p) TVar loan deposit accounts,
That topic was suggested by Governor McDougal,
Governor McDougal. That can be disposed of very
quickly. It was put on the program for the express pur-
pose of induiring as to the prevailing opinion as to
whether or not we should discontinue the plan under which
the banks are permitted to pay by credlt, the thought
being that because of there being & strong market, or
having been for some time, that we perhaps ought to
place some in the hands of banks and their investors
who have the cash rather than to sell them to banks who
have to bwrrow in doing so. Now I bring that up not-
withstanding the fact that Chicago has not been sedling
its Quota and because of the fact that thers has been

a large oversubscription.

The Chairman. That is a Question that would affeat
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the bank in Wew York rather more then any other bank be-
cause the larger proportion of certificates are taken
there, not in proportion to the banx resources, but in
proportion to the total issue, and T believe it is the
unanimous view of the officers of the bank who are fam-
jliar with this type of transaction that the effect of
abandoning payment by credit, which is what you have

in mind, would be to suddenly turn into the Reserve
Banks, and particularly intc the New York Reserve Bank,
a very large amount of deposits for the credit of the Gov-
ernment, which would cause a sudden contraction end very
high interest rates, and then as the old certificates
matured and were paid off or as Government disbursements
were nade there would be a sudden release of funds agein
eand we would expose the banking situation to the cur-
rent expansions and cmtractions, or contractions and
expansions, but would be disturbing and disorganizing,

The fact is the Federal Reserve Bank in New York has

effected a very prompt distribution of its certifi-

cates, All this does not bear directly upon the success
that the subscribing bank has in distributing certifi-

cates to investors, but rather upon a transfer of funds,
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but I can see in the future with a plan of sale without
payment by credit substantially all the evils of the
0ld independent Treasury system when a great mass of
money was paid into the sub-treasury on tax days and
percolated out slowly, in the meantime subjecting the
money market to great strain, That is the point of
view held by the bank in New York, ‘
Governor Seay. Another thing is that these certi-
ficates are issued with very little advance notice, if
any at all, The banks do subscribe, that is undoubted-
ly,so, and the paying of credit gives them an opportun-
ity and time to dispose of these to their investors, I

think it is impracticable, if not impossible,to tell

in advance the affect upon the sale of these certifi-

cates which such a shiige in policy might involve. e

have subscribed in our district, overéubscribed for

the last several issues, and I am free to 5chnfess

that I doubt---I am sure---that the effect would be

unfavorable in the sale of certificates, which is

the chisf point to be considered I think since we

are operating in aid of the Treasury Department,
Governor McDougal. That is as far as I care to

go on this subject, except that I waild like to ascer..
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tain how many banks are still maintaining their in-
dependent depositaries and custodianships, We have
recently taken steps to abandon them, although we have
been carrying them along in five different citles,

I think you have a plan that is different from any other,
have you not Governcr Strong?

The Chairman. Wie had. a very difficult and serious
problem to deal with in the early days of the war loan
opesrations because of the vas®#t mass of securities to be
handled at one time. We had I think two and a half
billions of securities to deal with and our plan was to
appoint a committee of directors of the respective
banks as custodians in our behalf, but the amount of
the account recently has been so reduced that we have
reconciled all of those accounts snd discharged all of
the cammittee, and have taken all of the securities into

opur own possession., Governor McDougal, would you like

.to have each Governor present explain the procedure in

the respective banks?

Governor McDougsl » I think it is not necessary

to do that, but I would like to ask Governor Fancher

what they are doing. We established custodians in




each of the large cities, or in oné large city in each
State and wve have had operating independent securities
comnittees which are still worRing on the patriotic
e¢lement, but they get nothing for it.

Governor Fancher, At the outset we established
custodians in our seven principal cities and securities
committees, tne of the trust companies was appeointed
custodian and some time ago, & year or a year and a
half ago, we consolidated those securities into three
places---we have a custodian in Cleveland, one in Pitts-
burgh and one in Cincinnati. e still have those com-
mittees in existence, although they are not called upon

to function to any great extemt, and we would take over

the securities now if it were Physically possible, if we

had the vault space, That is the thing now that Pre-
vents us from taking the securities into our own poss-
ession, The securities held by the custodian, which is
in our case a trust company, are industrial securities and
commercial paper, All the Government securitics

which are put up are held by the bank and in many cases
the certificates themselves arse simply held as security

for the deposit and then taken down, and for these
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services weé pay to each of the tirust companies a fee in
proportion to the total amount held.,

Governor Young, Mr, Chairman, are there any of
these industrisl and municipal corporation bonds that
are eligible as collateral now?

The Chairman. Oh yes.

Governor Young. =»e do not find any in our dJdisg
trict,

The Chairmane. I think we have guite a 1list still,

Governor Fancher, Wwe have guite a 1list,

Governor Young. The last Deparitment Circular, ¥No,
92, was changed and it is market value 2nd not thevalue
of April, 1917.

The Cheirman. Yes,

Governor Young. I had in mind---I do not know
how it affected the other districts---we would come

to the time when we might eliminate these securities

and only have Liberty bonds, Victory notes and Treasury

certificates as eligible peper, It has caused a
great deal of trouble in cur district, and none of
them are eligible that we have now,

Governor Calkins, I am theoretically sStrongly
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in favor of abolishing payment by credit, but I realize
the difficulty in the New York Disirict, I would like
t0 induire as to what the opinion of the Governor of the
New York uUistrict, and the other Governors is, as to the
policy of cutting out all securitles except Govermment
secu. itjes,

The Chairman. Would you also cut out commercial
paper and eligible paper?

Governor Calkins, Yes, Under the present con-
ditions it simply affords opportunity for the banks
which make payment by crefit to borrow large sums of
money on very favorable terms, much more favorably than
by rediscounting.

Governor Younge. I think they are entitled to
do that,

The Chairman. Would it not have the effect,
Governor Calkins, on the one hand of either slowing
up the sale of certificates or on the other hand of
developing a tendency of the banks to hold the certi-

ficates rather than te distribute them?

Governor Calkins, I should think not, but then

that is only my own opinion.,
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The Chairman. The ideal situation to devclop, fromn
our point of view, in the handling of certificate sales,
is to have the Secretary of the Treasury fix a rate at
éuch a level that it will be unprofitable for the banks
to continue to hold the certificates and yet neverthe-
less that will be sufficiently attractive to induce investor
to buy. As to the deposit account it is more desirable
to make it attractive to the bank to secure deposits by use

as collateral

of its normal assets/rather than to induce the bank, if you
please, to borrow or buy or subscribc for Government securi-
ties for the simple purpose of securing a deposit ac-
count. Je want theso certificates to be distributed
to the public and get them out of the bank assets.

Governor Calkins. The real guestion is whether
one prodedure adds to the facility of distribution or
whether the other does. It seems to me that per-

mitting the banks to make payment by credit and to

put up commer@ial paper as securlty decreascs tho

distribution of certificates, or tends to at least.
The Chairman. Je have one institution in New
York which has been borrowing continually almost

between forty and fifty million dollars secured by




certificates of indebtedness, simply because it found
it profitable to do so. Taking that one bank as an
illustration, as an example, if the rate can be made so

unattractive as an investment for the bank on that type

of security, so unattractive as to secure them as Govern-

ment deposits, then we will secure distribution. Ve
have not quite succeeded in doing it, but we are pretty
close to it now, They figure that the account is profit-
able to them so long as the certificate gsells upon a
basis which returns more than 5.14 per cent, 1 do not
want to urge the situation in New York as an influence
upon the other reserve banks, but after all in varying
proportions the same principle applises to all the reserve
banks, That has been our experiénce,

Governor Calkins, It is more acute and a much larger
Question in New York than it is elsewhere.

Governor McDougal., We have one institution in our
distriet Mr, Chairman, that subscribes regularly to eacﬁ
issue and the bank’ invariably sells to the public a lerge
proportion of their subscription through our investment
department, as there is a market thromgh that department,

and they use the certificates for borrowing and they hsve
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been borrowing continuously and we have nol been able to
stop them. They have made a beautiful profit, I weuld
say they could make on that basis, borrowing say three

or four million dollars, fifty thousand dollars, Of cour
if we could stop that it would help our situation.

Governor Celkins, Why should they stOp as long as
they can do it under the regulations and°make a profit
on it. They wont stop.

Governor McDougal. T hey can buy these certificateg
pey for them by crefiit, sell them immediately on delivery
and have a beautiful deposit, and pay when the deposit
is withdrawn,

The Chairman. Governor McDougal, this is your topic,
and what disposition do you wish made of ite

Tovernor McDougal. I only wished to have the metter
discussed and since there seems to be a vVarying opinion
I would 1like now to have the guestion brought to a vot-

as to whether we should continue or discontinue.

The Chairmen., Isn't it a matter that is controlled

by the Treasury after all and such action as we might

take would probably be in the form of a recommendation

to the Treasury,
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Governor Calkinsg The Treasury has expressed a
very positive opinion in the matiser and I do not believe
there is any possibility of their policy of payment by
credlt being abolished and we are just talking against
the wind so far as.that is concerned,

The Chairman. Then what is your last wish, Gov-
ernor McDougal?

Governor I\'EcDougal. My last wish is that we proceed
on the program to the next topic.

The Chairman. Then we will enter on the minutes
that the subject was discussed and that Governor McDongal
asked that no action be taken,

The last two topics ofi page 1 of this program under
item "II Accounting" are "¢d4)" and "(e)",

"{d4) Assistance to be rendered to Treasury Depart-
ment in connection with improving procedure relating to
transactions with Federal Reserve Banks."

"(e) Progress made by the Treasury Department in
the speeding up of operation of paying its checks.”

Those two topics were suggested by the New York

Bank and I would like to exXxplain the reason for putting

them thore.
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ay,
EEL

From time to time in connection with our wvarious

contacts with the Treasury Department we find that delay

arises in matters like the reconcilement of acecounts

return of checks which for one reason or another are rec-

jected for final payment by the Treasury, and we have
had men in the Treasury Department from time to time
endeavoring to effect revision in the accounting procei-
ure in tha Department in order to facilitate this work.
Some time ago I suggested to Mr. Gilbert that we
would be willing, and possibly other reserve banks would
be willing, from time to time to contribute a very small
staff of men, to periocdigally come to Hashington and take
up these matters, work into the routine with the various

Bureaus with which we had dealings and endeavor to simplii
their methods, improve them and bring them up to date
He was rather sympathetic with the

a little more,
idea and I would like to ask if the other Governors feel
disposed to adopt such a policy, particularly those of
the nearby reserve banks where iravelling expenses and

time would not be wasted, to see whether we cannot get

occasionally a good man from one or more of the reserve

banks to came over here and take up these specific mat-

ters,
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I would 1like to give two illustrations of what
happens..

We pay Government checks and they are sent through
with the accounts in the usual course and at the end o
a week or a month or a year or more---we had one atse . whc.
a check came back that had been paid twenty-three years
previously to its return, with the claim that the indorse
ment was forged and we should cover or the bank which
last indorsed the check should repay the amount to the
Treasury. We have, as indicatsd on the program under
topic € worked out a plan by which these checks shall
come back immediately and it must then be detsrmined in
the Reserve Bank of New York whether the circumstnaces
of their rejection or payment by the Treasury Departimeat

justifies, on the one hand giving immediate return of

credit to the Treasury, or, on the other hand, sending

them back for collection, if collection can be effected,

I am excesdingly anxious, for the inrotection of owr bank

in New York, that the other Reserve Banks should operate

upon the sameé principles in the matter snd in the

matter of reconcilement of accounts that we are endeavor--

ing to establish, This pracitce cannot be established




except as the result-of considerable inquiry In—the de-
partmerrt..

For the second illustration, we have the general
difficulty of reconciling accounts of disbursing officers
checks, We are now at work upon a2 plan which I hope tle
Treasury may be willing later to adopt, for a revision &f
the whole scheme of accounting between the Treasury and
the disbursing officers so that they at once have a
check upon thg items drawn by ihe disbursing_officers.
There is now no general accounting which originates with
the disbursing officer, It is all based upon checks

which we pay, as I understand it, I do not know that

I can ask you to take any:specific action on this matter,

but if we can get cooperation among the Reserve Banks
I think we can meke good progress in improving the
practices of the Treasury,

Governor Fancher, I might say for our bank that on
all occasions in the past we have offered to loan one
or two of our men to do some work down here, to work
out any scheme of closer contact in the matter of account.
ing, and I understand from you now that the D ep artment

ls rather in a frame of mind to cooperate with that ides
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of having some of the men from the banks come down angd
endeavor to work out some better accounting system and
closer céntact,

The Chairman. That is what I have in mind.

Governor Fancher, We will be very glad indesd to
furnish a man or two, very glad to and will do so.,

Governor McDougal. Chicago has been doing so and
will be very glad to do it.

The Chairman. %We have a man in the Treasury work-
ing on these matters new,

Governor »eay. Directly?

The Chairmag. Yes, he has been there for months.

Governor Calkins, We wWould be very glad to send a
map or two from San Francisce 1f it would bring abat any
results., + We have accomplished one thing, by hammering
away at it. %ie have been called upon to cash disburs-

ing officers warrants for very large amounts for the

Pacific Fleet and we have succeeded at last in getting

the Treasury Departmént to certify by wire, which is a
tremendous concession. We have been working at that
for years without much success, We had the disbursin-~

officer of the fleet draw $2,000,000 at one time snd he
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was very strongly of the opinion that it wasn't any of
our business whether the draft was good, whether it would
be paid or not, but that we should pay over the money and
take our chances,

The Chairman. As this topic was suggested by the
New York Benk my suggestion is about 2(d) that the con-
ference adopt a resolution indicating to Iir. Gilbert that
the Federal Reserve Banks would appreciate the opportun-
ity to furnish men temporarily and from time to time ®ou
the Treasury Depamwbtment for the purpose of investigating
the procedure i&v those bureaus of the Department with
which the reserve banks have contact in accounting and
other matters for the purpose of perfecting and simply-
fying the procedure or assisting in perfecting and
simplifying the procedure where changes of the character
desired can be brought about by EXecutlve erder.

Governor Fancher, I will sp move dMr, Chalrmen,

Governor McDougale. I will second the meotion,

The Chairman. Is there any further discussiong

(There was no further discussion.)

(The motion was put and carried unanimously,)
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The Chairman. AS to the second matter, topic "fe)"

"Progress made by the Treasury Department in the
speeding up of operation of paying its checks," I would
like to read an extract from a letter written by Comp-
troller Rounds of the Federal Reserve Bank of New York,
addressed to Mr, Allen, acting Treasurer of the United
States, Mr, Rounds is Comptroller of aAccounts of the
Federal Reserve Bank of New York:

"There is one matter with relation to the handling

of your checks to which you may wish to give some thought

and that is the deéirability of laving all disbursing
officers furnish the Treasurer's office promptly with

a schedule of all checks‘issued, giving the date, number,
name of payee and amount. If such schedules cauld be
obtained it would be a comparatively easy matter to
compare the checks as pald with the schedule. It is
only in this way that your office could secure absoclute
protection against the possibility of a cleverly raised
check passing completely through the work and not being
discovered until some time afterward, Your Statement
Section reqQuires a month or more to prepare and mail

out to the disbursing officers the statements of checks

‘. s://fraser.stlouisfed.org
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peid, and under your present procedure it is not until
the disbursing officers have recelved these statements
and checked them to their records that they are in a
position to notify you of any raised checks not discover-
ed by your examiners, The fact that many of the dis.
bursing of ficers are not experienced in the handling of
checks and do not appreciate the necessity for prompt
saction in such cases, adds a further element of danger
to this situvation. I understand it is frequently three
or four months before some of the disbursing officers
get around to checking up ihe statements of their ac-
counts.

"] gpprefiate that any changes in this respect

would be quite revolutionary. It would not only affect

your own of fice but also that of the Auditor for the
Treasury and for this reason it may be rather Jiffi-
cult ©f accomplishment. I 4id not, therefore, men-
tion it in the attached memorandum, If it were pos-
sible, however, to maintain such a reglster of all
checks issued by the disbursing offieers, the work of
examining checks could be done with less experienced

clerks and much moré rapidly. If your office cauld be
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placed 'in the position of paying these checks against

a schedule of their issue, there could be no Question
regarding raised checks or other alterations, or indeed
the signature, I believe this would be a very de-

sirable thing to do if it could be accomplished. 1In

any event 1t would require considerable time to bring

this about, but in the meantime need not prevent the

Gxpediting of the work in other respects. "
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The Chairman. 1 have attached to this 2 long memoran-
dum in relation to the actual procedure in the depart-
ment in dealing with these checks, which ir. Rounds in-
dicetes to me could be very much shortened, expedited
and simplified and the cost reduced. I do not know that
any action is required in this metier. The prsvious
resolution covers the previous item, because it is an
illustration of what the work would sccomplishe. Is
there any discussion? If not, we will pass it without
action.

(a) As the issuance of Treasury (har) savings
securities is an exceedingly expensive
method of procuring funds end such securi-
ties accomplish very little toward the
encouragement of thrift and as Liberty bonds
of later issues are readily available in

denominations of $50. and $1l00. at market

prices, yielding an interest rate much in

excess ¢ %war Savings securities, and as
redemptions in the latter clsss of securi-
ties appear to be heavy, should the f#ar

Savings Organization activities be continu.d.
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The Chairmen. Governoi~ Fancher, you ana Governor
Calkins aroc the proposers of Topic III - (a) in relation
to the issue of war savings securitiea. This matter
was discussed guite fully last night. Do you wish any
further discussion of this matter?

Governor Calkins. There is just one situation that
I think .hould be discussed. I think we are all convinced
that the war savings organization 1z past revival, but
we are now about to undertake to carry out the operations
of thse fiscal departments at the expenue of the Federal
Regerve Bank, and it is proposed to make.the war loan
organization a psrt of the fiscal departments, in other
mords, we are to pay from the income of the Federal
Keserve Banks for carrying on the work of a propaganda
orgenization, and I do not think we have any right,

moral, legal or otherwise,” toc do it. I think that

ought to be 1lroned out in some may.

The Chairman. Governor Calkins, in a talk which I
had with Mr. Gilbert before the meeting, he rather indi-

cated to me that what he had in mind was to arrange

" that the fiscal agency departmentis of the Federal Reserve

banks, after June 30th, should act really in three prin-
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cipal capacities only, one was to distribute the securi-
ties to the organizations whilch had been created
through the Treasury Department, the war savings depart-
ment, to simply issue and deliver them; second, to make
such sales of the war savings certificates as seemed de-
sirable directly by the Federal Reserve Bank to exist-
ing orgai.izations which were regularly buying these se~
curities in the respective districts. Now as to those
two points it seems perfectly clear they are not differ-
ent from the ordinery, normel fiscal agency functions
which we are performing. The third rethsr ministerial
duty he wanted us to perform was simply to distribute
in the respective districts the literasture prepered in
rashington, which I gather would be & rather small
matter, and he seemed to indicate it would be a2 rather
small matter, and it is that particular part of the work
that you think was ultrs vires possibly?

Governor Calkins. I am afraid, #r: Chairmen, that

is the very small item to which I object. My opinion

about literature furnished by the Departmsnt in #tash-

ington here 1is an unfavorable opinion. The question

really 1is shall Federal Heserve Banks continue to dis-




tribute that at thelr own cost, believing as most of
us do that it is useless--"useless" is a mild word in
that connection. #Mr. Gilbert indicated last evening,
in a conversation with me, nis belief, his expectation,
perhaps,-~1 do not want to quote him here, but only the
gsubstance of what I understood him to say, that it was
the expe tation that the War Loan organization would
finally expire in the near futurse. It seems to me that
the time for 1t to finally expirs 1s when the appropria-
tion is exhausted; that would be June 30, 1921, and I
should like to ses it discontinued as of that date, as
far as Federal Reserve Banks are concerned.
The Chairman. You would not go so far as to aban-
don the actual distribution of the securities 1issusd?
Goyernor Calkins. Oh,no.

The Chairmen. Simply the propaganda work?

Governor Fancher. It is the third point you bring up,

Mr. Chairman, that we object to, and our bank. I think in
the matter of distributing propaganda, might it not be
possible for s mailling list to be furnished to the proper
officer here, or one in charge of thils work, and let the

literature which they want to be distributed be distribu-
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ted direct from here? That was 8 suggestion I made in
answering Mr. Gilbert's inquiry some six or seven weeks
ago. #hy pass that through the fiscal depasrtment of

the Federal Heserve Bank, where we simply act in the dis-
tribution of the securities, in the dlstributive certifi-
cates.

The Shdirman. #as a resolution offered to express
these views?

Governor Norris. I would like to ask a question on
that. In the distribution of that literature do we
have the franking privilege?

The Chairman. I am not sure.

Mr. darrison. At the present time it is distributed
under the letterhead of the Government loan organization,
which 1s franked, and the understending was that if we
should take over on our fiscal agency functions of this
war savings propaganda work, we would continue to use
the letterhead of the Government loan organization and
thereby obtain the frank. I think that in the New York
district there would be consliderable feeling against

having all of this propaganda literature distributed di-~

rect from washington, because there is certain of it we




want to weed out.

Governor Galkins. If we are not responsible for 1it,
we are not responsible for weeding 1t out. We ars not
nandling it, do not wani to be responsible for it at all.

Governor iMcDougal. In order to get this mstter before
the Conference, I would move, in view of the fact that
GCongress has failed to appropriate the necessary funds
for the conduct of the war savings activities beyond the
period of June 30th next, that if the enterprise is to
be carried on beyond that date, the Federal keserve Banks
urdertake only to asct as distributing agents for the
gsecuritiees sold.

Governor Calkins. I second that motion.

Governor Seay. Do you think the Secretary gathered
a definite impression from our discussion yesterday? It
was rather in my mind that he did.not.

The Chairman. Well, it was rether an inconclusive

discugsion. te did not agree on anything here, Gov-

ernor Seay, as I recall. Mr. Gilbert expressed him-

self as having gotten some information, and seemed satis-
fied to leave it that way, but it is rather more indefi-

nite than is usual in our proceedings in these meetings.
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Governor ileDougal. That motion would of course
leave the matter of ths character of the propaganda work
to some distributing department in .ashington, »hich of
course I nhad in mind yesterday.

The Chalrman. You have heard the motion. Is there
any discussion?

(The motion wss put and unanimously carried).

(b) Should the Government Loan Urganizations in

the several banks be trsnsferred to Fiscal
agency Functions.

The Chairman. %e took no action of like character

as to Topic III (b). Governor icDougal has just re-

ceived the following telegram from Mr. Heath:

"Indiana, Iowe and Wisconsin are pasid $10.00 for re-
ports of each examination of State members. Michigan
charges 30 cents per page where two copies are furnished,
and 20 cents thres copies, one of which is for the De-
troit branch. S50 far Illinois hes assessed each bank
examined whenever charges made for furnishing coples to
this office."

(At this point the Comptroller entered the Conference

room).
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The Chairman. Gentlemen, shall I state to the
Comptroller the matter that ws have been discussing?
iir. Gomptroller, Governor Harding yesterday conveyed
to this meeting the substance of your lstter to him,
dated April 7th, and the contents of ur. Davenport's
memorandum in regard to reimbursement of certain exX~
penses ci the Gomptroller's office, end the matter has
been discussed at lsngth. 3 wilsh you could have been
here when the discussion stafted, but possibly the result
of the discussion will explain the substance of it all.

%¥e find that the Governors of the Reserve Banks
feel quite strongly that the payment of any fund, of
any money by the respsctive Reserve Banks, simply for
the purpose of making good a deficit in the exXpsnse ac-
count of the CGomptroller, who has just retired, would be
difficult to justify from the standpoint of the provisions
of the Federal Heserve Act.

Tne Federal heserve act, as you know, contained =a
rather mandatory provision that the expense of conduct-

ing examinations shall be borne by assessment upon

the banks examined, and this would appear from the
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