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A meeting of the Federal Reserve Board was held in the office of the

Federal Reserve Board on Tuesday, October 15, 1929 at 11:00 a.:71,

PRESENT: Governor Young
Mr. Platt
Mr. Hamlin
Lir. Miller
Mr. James
Mr. Cunningham
Mr. McClelland, Asst. secretary

The minutes of the meeting of the Federal Reserve Board held on October

11th were read and approved.

The Governor reported that the Deputy Comptroller of the Currency has

advised him that his office will need assistance in working up the information

requested by the Board regarding ownership of stock of national banks by hold-

ing companies and investment trusts.

He suggested that the work be performed by the
Board's Division of Bank Operations and, upon motion,
his suggestion was approved.

The Governor then reported that the Undersecretary of the Treasury had

approached him regarding release of space on the second floor of the banding

now occupied by the Board's Fiscal Agent, the trust functions section and part

of the Examination Division, which is desired for the installation of a new

automatic telephone switchboard which will be completed about July 1, 1930.

He stated that temporary quarters would be assigned to the removed offices

and that on July 1st, next, when certain divisions of the Treasury, housed in

this building, are expected to occupy new buildings now under construction,

space equally as good or better than that to be released will be assigned to

the Board. He also expressed the opinion that arrangements might possibly be

made to have the Division of Bank Operations and the Division of Research and

Statistics also housed in the Treasury building after July 1st next. A general
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discussion then ensued on the subject of future quarters for the Board in con-

nection. with the new Government building program, particular reference being

made to the question whether the Board would care to be housed in the building

being erected for independent establishments. It wasbraaght out that in the

preparation of preliminary plans for that building information was requested

from the Board as to its possible requirements. An Informal canvass disclosed

that all the present members of the Board are satisfi'ed with their quarters

in the Treasury building but the matter was made special order of business

for a later meeting.

Telegram dated October 11th from the Chairman of the Federal Reserve

Bank of Atlanta and telegram dated October 12th from the Chairman of the

Federal Reserve Bank of Kansas City, both advising that their boards of di-

rectors, at meetings on the dates stated, made no changes in the banks, ex-

isting schedules of rates of discount and purchase.

Without objection, noted with approval.

Letter dated October 12th from the Acting Comptroller of the Currenoy,

advising of acceptance of the resignation of Miss Margaret M. Bicknell, money

counter in the Federal Reserve Issue and Redemption Division, effective at the

close of business September 30, 1929.

Noted.

Hemorandum dated October 11th from the Chief Examiner, recommending the

appointment of Yr. J. J. Connell as Assistant Examiner at a salary of ,)2700 per

annum, effective October 16, 1929.

Approved.

Letter dated October 10th from the Assistant Federal Reserve Agent at
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New York, advising of a proposed merger of the Fidelity Trust Company and the

Continental Bank, both member banks of New York City.

Noted.

Draft of latter to the Chairman of the Federal Reserve Bank of Dallas

prepared by the Governor, regarding resolutions adopted by the board of

directors of that bank, on the subject of liquidation of the indebtedness

of the Commercial National Bank of San Antonio, which has been continuous

for over fifteen months and now amounts to .;,1,783,400; the proposed letter

expressing the opinion that the hands of the officers of the bank have been

tied to such an extent by the resolutions that they are not in a position to

handle an emergency should one develop, and suggesting that the position of

the Federal Reserve bank would be somewhat improved if the resolutions were

amended so that the officers would be given some leeway to cover unusual

situations.

After discussion, upon motion, the letter

prepared by the Governor was approved.

Memorandum dated October 12th from Mr. James, recommending that the

Board's Division of Research 6: Statistics be Instructed to make an investi-

gation requested by Mr. D. R. Coker, Class B Director of the Federal Reserve

Bank of Richmond, into cotton, grain, hog products, coffee, rubber, cotton

oil, sugar and copper future contracts, and possibly otherst"with the view

of ascertaining whether or not these contracts specify, (1) Place of delivery,

(2) A single or small range of grades usable by consumers. If they do, are

these features desirable or necessary in all commodity contracts? If yes,

are these features reasonably embodied in the New York cotton contract? If
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no, does does their absence militate against investrent in cotton through that

exchange?"

A discussion ensued as to the propriety of a division
of the Board undertaking an investigation of the kind refer-
red to, including expressions of opinion as to the desirabil-
ity and effects of certain features which may be brought out
by the investigation. It was generally conceded that there
would be no objection to the Division investigating into the
facts but that any report made to the .Board should not embody
expressions of opinion regarding those facts.

At the conclusion of the discussion, the matter was re-
ferred to the Governor for report and recommendation.

The Governor then reported a telephone conversation with Mr. Theodore Weld

of the Northwest Bancorporation regarding the application now before the Board

for trust powers on behalf of the proposed American National Bank and Trust

Company, Valley City, N. D., Which, he stated, is prepared to open for business

immediately should the application be approved by the Board and the charter

granted by the Comptroller of the Currency. Mr. Weld advised him, he stated,

that the corporation is prepared to take any assets out of the proposed new

bank to which the National Bank Examiner might object and that the 403,000

of slow assets and 47,000 odd of doubtful which are being retained in the new

bank were permitted to remain by the Examiner. Mr. Wold further stated that

the trust business of ail banks controlled by the Northwest Bancorporation

will be under the supervision of Mr. Ralph Kaufman of Helena, Montana, director

of the Union Trust Company of Helena and the Branch Federal Reserve Bank there,

who is one of the outstanding trust officers in the northwest.

The Governor then raised the question whether this application should

be refused by the Board because of the fact that the stock of the bank is held

by the Northwest Bancorporation, and four of the members of the Board expressed
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the opinion that were the bank in satisfactory shape and its management good

its stock ownership should not be considered a basis for refusal of its ap-

plication for trust powers.

The Governor then called up the motion made by Mr. James at the met-

ing of the Board on October 9th, whichllr. James stated he wished to revise.

Mr. James called attention to the fact that the proposed local management of

the new bank is the same as that of the unsuccessful American Exchange Bank

of Valley City and he amended his motion to read as follows:

"That in accordance with the policy adopted by the Board on

July 22, 1924, 'that as a general practice, newly organized

national banks should not be given Immediately the privilege

of exercising fiduciary powers, but that the Board should

recognize exceptional cases and be guided in its decision in

such cases largely by the recommendation of the Comptroller

of the Currency', approval of trust powers for the proposed

American National Bank and Trust Company of Valley City, North

Dakota, be deferred until the bank shall have been in operation

for sufficient time to give the Board some information as to

the character of its management and its qualifications for

handling trust business."

Governor Young stated that exceptions have been made to

the rule referred to by Mr. James, and recommended that the

application be approved because of the situation which exists

in Valley City.

He moved, as a substitute for 11r. James' motion, that the

application for trust powers on behalf of the proposed Ameri-

can National Bank and Trust Company of Valley City, N. D., be

approved, effective if and when the Comptroller of the Cur-

rency issues a certificate of authority to commence business.

Mr. Cunningham then referred to the possibility of the Northwest Bancorpora-

tion, which will control the proposed American National Bank and Trust Compan
y

of Valley City, being later absorbed into a nationwide holding company. He

stated that if such a development should take place the supervision ove
r the
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local management of the proposed Valley City Bank might "be materially weakened

and that under the circumstances he would not care to vote in favor of grant-

ing trust powers to the Valley City Bank, preferring to follow the Board's

rule and await developments.

Mr. Miller stated that on its face the set-up of the proposed new bank

was not satisfactory to him, the local management not being good and the char-

acter of assets not satisfactory. He stated that were the local management

stranger he would be inclined to favor the application despite the inclusion

of unsatisfactory assets in the set-up.

Governor Young's substitute motion was then put to a

vote and lost on a tie, the members voting as follows:

Governor Young, "aye"

Yr. Platt, "aye"

Mr. Hamlin, "aye"

21r. Miller, "no"

Mr. James, "no"
Mr. Cunningham, "no"

At one o'clock the meeting recessed and reconvened at three o'clock,

the same members being present as attended the morning session and, in addition,

the Secretary of. the Treasury who took the Chair.

The Governor stated that during the recess he again talked over the

telephone withar. Wold of the Northwest Bancorporation, who stated that the

National Bank Examiner in charge of the organization of the proposed American

National Bank and Trust Company of Valley City is in Minneapolis and both he

and the holding company consider the 4103,000 of slow assets being taken into

the new bank to be good and that it is their intention to carry them along and

endeavor to work them out until it is determined that this can not be dams.

The Governor also stated that Mr. Wald advised him that the Board's informati
on
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that the trust department of the Middlewest Trust Company is not to be taken

into the new institution is erroneous. He stated that the State bank author-

ities insist that the trust business be taken over and that plans for the

organization of the new bank have proceeded so far that it will be necessary

to begin business under a state charter in the event the Board does not grant

trust posers to the proposed national bank.

After further discussion, Mr. Hamlin moved that the

Board reconsider its action taken at the morning meeting

on the motion made by Governor Young to approve the arpli-

cation for trust powers an behalf of the proposed American

National Bank and Trust Company of Valley City, N. D., ef-

fective if and when the Comptroller of the Currency issues

a certificate of authority to commence business.

Mr. Hamlin's motion, being put by the Chair, was

carried, the members voting as follovs:

The Chairman, "aye"

Governor Young, "aye"

Mr. Platt, "aye"
Mr. Hamlin, "aye"
Mr. Miller, "aye"

Mr. James, "no"
Mr. Cunningham, "no"

The Governor then moved that the Board approve the ap-

plication for trust rowels on behalf of the proposed Ameri-

can National Bank and Trust Company of Valley City, N. D.,

effective if and when the Comptroller of the Currency issues

a certificate of authority to commence business.

Mr. James then moved, as a substitute for the motion of

the Governor, that in accordance with the policy adopted by

the Board on July 22, 1924, "that as a general practice,

newly organized. national banks should not be given immediate-

ly the privilege of exercising fiduciary powers, but that

the Board should recognize exceptional cases and be guided

in its decision in such cases largely by the recommendation

of the Comptroller of the Currency", approval of trust powers

for the proposed American National Bank and Trust Company of

Valley City, North Dakota, be deferred until the bank shall

have been in operation for sufficient time to give the Board

some information as to the character of its management and

its qualifications for handling trust business.
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Mr. James' substitute motion, being put by the

Chair was lost, the members voting as follows:

Mr. I.:111er, "aye"

1.1r. James, "Aye"

Mr. Cunningham, "aye"

The Chairman, "no"

Governor Young, "no"

11r. Platt, "no"

Mr. Hamlin, "no"

Governor Young's original motion was then put by

the Chair and carried, the members voting as follows:

The Chairman, "aye"

Governor Young, "aye"

Mr. Platt, "aye"

Ur. Hamlin, "Aye"
Mr. Miller, "no"

1,:r. Janes, "no"

Yr. Cunningham, "no"

u

.The Secretary of the Treasury then left the meeting and the Governor t
ook

the Chair.

Menorandum from Counsel dated October id on the question whether a national

bank may deliver all real estate bonds and mortgages now owned or hereafter ac
-

quired by it to. its trust department to be held in a revolving pool, in trus
t

for the commercial department of the bank and for the various trusts 
administer-

ed in the trust department of the same bank to which participatio
n certificates

will be issued as investments for trust funds; Counsel expressi
ng the opinion

that it is unlawful and Improper for national banks to handl
e trust funds in

this manner because: (1) It would violate the provision of sect
ion 11 (k) of

the Federal Reserve Act requiring national banks to "se
gregate all the assets

held in a fiduciary capacity from the general assets of th
e bank"; (2) It would

violate Section VII of the Board's Regulation F requiring th
at, "Securities

and investments held in each trust shall be kept separate 
and distinct from
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the securities owned by the bank and separate and distinct from one another";

(3) It would violate the general rule of equity jurisprudence that a trustee

must not mingle funds of various trusts with each other or with his own funds

but must keep the funds of each trust separate and distinct from his own and

from those of any other trust; (4) It would violate the general rules of equity

jurisprudence that, in administering a trust and in investing trust funds, a

trustee shall not deal withhimself, buy from or sell to himself, have any pecun-

iary interest in any transactions which he handles on behalf of his trust, or

otherwise acquire any selfish interest which might interfere with the faithful

discharge of his duty as a fiduciary; (5) The plan is subject to important

practical objections and might lead to abuses resulting in substantial losses

to the trust estates; and (6) The plan would rake it possible for national

banks to make real estate loans in excess of the limitations prescribe
d by

Section 24 of the Federal Reserve Act.

After detailed discussion, upon motion, the opinion

expressed by Counsel in his memorandum was adopted.

Draft of reply, prepared by Counsel, to letter dated July 25th from th
e

Deputy Comptroller of the Currency with reference to the right 
of a national

bank which has consolidated with another national bank to handle 
the trust

business previously handled by such other national bank, it being 
stated that

the Fidelity National Bank of Spokane, Washington, which recently
 consolidated

with the First National Trust and. Savings Bank of Spokane, under the
 charter

of the latter, prior to such consolidation had transacted a 
trust business

and was acting as trustee and executor in a number of cases. In the proposed

reply, it was stated that the Board is inclined to the opinion 
that where two

national banks consolidate uncler the Act of November 7, 19
18, the consolidated
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bank succeeds not only to the corporate power to act in fiduciary capacities

in which the consolidating banks had been authorized to act, but also succeeds

to all appointments as trustee, executor or in other fiduciary capacities to

which the consolidating banks had previously been appointed; but further, that

the question is not entirely free from doubt and if out of an abundance of

caution the consolidated bank desires to eliminate any doubt on this question,

it could do so by applying to the proper courts for appointment as trustee,

executor, etc. in all cases in which the constituent banks had previously

acted under court appointments and by having the trust instruments amended

so as to name the consolidated bank as trustee or other fiduciary in lieu of

the constituent banks in the case of private trusts.

After discussion, upon motion, the letter pre-

pared by Counsel was approved.

Memorandum from Counsel dated September 11th, submitting draft of let
ter

to the Federal Reserve Agent at Dallas, on the question whether a deposi
t in

the American Exchange National Bank of Dallas of Philippine Governmen
t finvIS,

made by the Bureau of Insular Affairs of the War Department in a
n account en-

titled "Treasurer of the Philippine Islands Treasury Certificate 
Fund Account

Time Deposit", is a time or a demand deposit; the letter po
inting out that

while in preliminary correspondence with reference to the deposi
t a letter

from the Acting Chief of the Bureau of Insular Affairs call
s attention to

the fact that the regulations governing such deposits pro
vide that they are

subject to withdrawal only after thirty days' notice, the
 contract between

the bank and the War Department contains no reference 
to the preliminary cor-

respondence or the regulations referred to and state
s that the Government of
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' 111
the Philippine Islands reserves the rielt to terminate the agreement at any

time without notice or liability, and farther states that the bank agrees to

promptly honor and pay such checks or drafts as may be drawn against the deposit

and to pay over all balances when called upon to do so. In the proposed letter,

it was stated that the Board is of the opinion that deposits made under the cir-

cumstances related are demand deposits and subject to a corresponding reserve

but that the deposit might properly be classified as a time deposit if the Ameri-

can Exchange National Bank should obtain an amendment to its contract, or a let-

ter from the War Department, stating definitely that the deposit is subject to

withdrawal only on written notice, which must be given not less than thirty days

in advance.

After discussion, upon motion, the letter sub-
mitted by Counsel was approved.

Memorandum from Cannel dated August 28th, submitting letter addressed to

the Secretary of the Treasury by Congressman Hudspeth of Texas, referred to the

Board for reply, with regard to the desirability of amending Section 13 of the

Federal Reserve Act, relating to the rediscount by a Federal Reserve bank for a

member bank of notes, drafts and. bills of any one borrower, to conform to the

provisions of Section 5200 of the Revised Statutes, relative to the amount which

a national bank may loan to one customer; Counsel calling attention to the fact

that at the time the McFadden bill was pending in Congress a provision to amend

Section 13 of the Federal Reserve Act so that a Federal Reserve bank might dis-

count for a member bank paper of any one borrower in an amount equal to that

which might be borrowed from a national bank miner Section 5200 was included,

and was approved by the Board, but was stricken out of the bill on the floor of
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the Senate. He also stated that the nlatter later cam.) up at the Governors'

Conference in the spring of 1928 and a motion that the Board be requested to

use its influence to have Section 13 amended so as to make eligible for redis-

count all paper taken by a national bank under that provision of Section 5200,

permitting paper secured by chattel mortgages on livestock to be taken up to

25; of capital and surplus, was defeated.

A detailed discussion ensued, at the conclusion of

which it voted that a letter to Convressnan Hudspeth

be prepared, calling attention to the fact that the Board

on January 8, 1926 recommended approval of the amendment

to Section 13 which was contained in the 1:_cFadden Act.

LI.emorandam from Counsel dated 2ur-ust 17th, with further reference to the

question of the policy to be pursued by Federal Aeserve banks in asserting

rights on behalf of depositors of unremitted-for transit items against receivers

of insolvent member banks, report on which was made by the Conference of Counsel

of the Federal Reserye banks held in ':;ashington last Lpril and approved by the

spring Conference of Governors; Counsel recommending:

(1) That the Board approve the uniform policy recommended by

the Conference of Counsel and adopted by the Governors, Con-

ference and request all Federal reserve banks to comply strictly

with such uniform policy.

(2) That the Board amend Paragraph 4 of Section V of degula-

tion J to read as follows:

"(4) Checks received by a Federal reserve bank

on its 2,,enber or nonmember clearing banks will

ordinarily be forwardej or presented direct to

such banks and such banks will be required to re-

mit or pay therefor at par in cash, by bank drafts

acceptable to the collecting Federal reserve bank,

by telegraphic transfers of bank credits acceptable

to the collecting Federal reserve bank, or by auth-

orizing the collecting Federal reserve bank to charge

their reserve accounts or clearing accounts."

(3) That the Board emend paragraph (6) of Section V of 2ecula-

tion J to read as follows:
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"(6) The amount of any check for which payment in
actually and finally collected funds is not received .
shall be charged back to the forwarding bank, regardless
of whether or not the check itself can be returned. In
such event, neither the owner or holder of any such
check, nor the bank which sent such check to the Federal
reserve bank for collection, shall have any right of re-
course upon, interest in, or right of payment from, any
fund, reserve, collateral, or other property of the
drawee bank in the possession of the Federal reserve
bank."

(4) Approval of a proposed circular letter to all Federal deserve
banks announcing the action recommended.

After discussion, upon motion, it was voted to adopt the
amendments to Paragraphs (4) and (6) of Section V of degulation
J, set out above, effective January 1, 193Q.

Upon motion, it was then voted to approve the uniform policy
recommended by the Conference of Counsel and. adopted by the Gov-
ernor' Conference, as set out in the following letter to the
Governors and Chairmen of all Federal Reserve banks, which was
also approved:

"Careful consideration has been given to the resolution and

report adopted by a majority of the Counsel of all Federal re-

serve banks at a conference held in Jashington on April 1st and

2nd, 1929, and approved by the Conference of Governors on April

3, 1929; and the Federal deserve Board has voted to approve the

priaciples set forth in such resolution as follows:

'1. .de construe Aegulation J of the Federal deserve

Board as intended to provide that the Federal reserve

banks shall take for collection checks sent to them for

such purpose by other banks, merely as agents of the
banks from which the same are received. We regard this
policy as being economically sound, legally proper and

fair in its operation.
'2. We believe that it would be extremely unwise to

take any step or to formulate any policy which would
tend to change this relationship and, specifically,
that it would be unwise to attempt to superimpose upon

a pure agency status any indicia of ownership with re-

spect to the subject matter of the agency.
'3. We believe that it is incompatible with such a-

gency status for Federal reserve banks to set off amounts

due to them, as agents for collection, against indebted-

ness due by them to insolvent member or nonmember clear-

ing banks; hence,we are of the opinion that after a bank

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



10/15/29 -14-

'has been closed, the reserve bank of its district

being notified of its suspension, should not there-

after attempt to charge unpaid cash items against

the reserve account of the closed bank. For the

same reason we believe that after notice of suspen-

sion a remittance draft, drawn by the closed bank,

should not be charged against its reserve account.

'4. When a Federal reserve bank takes from one

of its members collateral for the payment of indebted-

ness due to it by such member, such collateral should

be arplicable only to the satisfaction and discharge

of the obligations due to the reserve bank in its own

right. It would be an unwise policy, in our opinion,

to permit such collateral to be utilized in the liqui-

dation or satisfaction of debts payable to the Fed-

eral reserve bank as a collection agent.

'5. The status of the capital stock holdings of a

member bank in its Federal reserve bank, upon the in-

solvency or liquidation of sach member, is fi.-yed by

the Federal Reserve Act and, as we construe the same,

the proceeds of moll holdings could only be applied

in or toward the satisfaction of debts due to the

Federal reserve bank in its own right, as contradis-

tinguished from debts which might be payable to the

reserve bank as a collection agent.

'6. In our opinion, any deviation from these pol-

icies, in furtherance of which Regulation J was promul-

gated, -would entail grave dangers to Federal reserve

banks and would result in the preferring of a limited

number of creditors of an insolvent bank, contrary to

the letter and spirit of the law as it exists in the

various States and as administered in the Courts of

the United States.'

"The Federal Reserve Board concurs in the opinion that it

is of the utmost importance for all Federal reserve banks to
 follow

a uniform policy in respect to the check?-collection system, and r
e-

quests that all Federal reserve banks adhere strictly to this uni-

form policy.
"With certain changes in phraseology recommended by its

General Counsel, the Board has also adopted the amendments t
o para-

graphs (4) and (6) of Section V of Regulation J recommended by the

Conference of Counsel and arproved by the Conference of Governors.

"paragraph (4) of Section V of Regulation I was amended to

read as follows:
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2(4) Checks received by a Federal reserve bank on its

member or nonmember clearing banks will ordinarily be for-

warded or presented direct to such banks and such banks

will be required to remit or pay therefor at par in cash,

by bank drafts acceptable to the collecting Federal re-

serve bank, by telegraphic transfers of bank credits ac-

ceptable to the collecting Federal reserve bank, or by

authorizing the collecting Federal reserve bank to charge

their reserve accaants or clearing accounts.'

"Paragraph (6) of Section V of Regulation J was amended to read

as follow:

1(6) The amount of any check for which payment in actual-

ly and finally collected funds is not received shall be

charged back to the forwarding bank, regardless of whether

or not the check itself can be returned. In such event,

neither the owner or holder of any such check, nor the bank

which sent such check to the Federal reserve bank for col-

lection, shall have any ridht of recourse upon, interest in,

or right of payment from, any fund, reserve, collateral, or

other property of the drawee bank in the possession of the ,

Federal reserve bank.'

"These amendments will became effective on January 1, 1930."

Memorandum from Counsel dated August 27th, with further reference to the

question of free use by banks other than Federal Reserve banks of the patents

covering methods of bank vault construction issued to Messrs. A. B. Trowbridge

and 0. W. Ten Eyck, who conducted tests of vault construction for the Board

and the Federal Reserve banks some years ago; the question having been raised

in a letter addressed to the Board by the attorney for the Consolidated Ex-

panded Metal Companies of Wheeling, West Virginia, and referred to Yr. Trow-

bridge in a letter approved at the meeting of the Board on July 16th. Counsel

submitted a letter from Mr. Trasbrtdge advising (1) that he does not Imierstand

why the Consolidated Expanded Metal Companies has raised this question at this

time since hundreds of bank vaults have been constructed containing material

manufactured by the company and covered by the patents above referred to; (2)
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that there exists a lively competition among manufacturers of special forms

of reinforcing steel and it may be that the company is trying to learn whether

a license covering the use of the patents might be advantageous in this com-

petition; (3) that no one has ever applied for a license to use these patents

because it has been stated publicly that the patents were bringing no royalties

to any one; and (4) that controversy and criticism can best be avoided by not

issuing any license covering the use of the patents and allowing their use

without formal permission to continue. Counsel stated, however, that while

the inquiry of the Consolidated Expanded Metal Companies might be disposed

of by merely advising them of the facts with reference to the patents and

their free use, he is of the opinion that a question of policy is raised as

to whether the Board should not at this time have the patents issued in the

names of Messrs. Trowbridge and Ten Eyck transferred to someone represe
nting

the Board or the United States in an official capacity, suggesting the 
Governor

of the Federal Reserve Board or the Secretary of the Treasury and their
 succes-

sors in office.

After discussion, upon motion, it was voted to

adopt Counsel's suggestion that Messrs. Trowbridge and

Ten Eyck should be requested to transfer the patents

covering methods of bank vault construction issued in

their names to the Governor of the Board and his suc-

cessors in office.
Counsel was instructed to prepare an appropriate

letter to Mr. Trowbridge for submission to the Board.

Matter ordered circulated at the meeting on October 11th, nanely,
 letter

dated October 10th from the Secretary of the Governors' Conf
erence, request-

ing action on the report of the Standing Committee on Collections submitted

to and approved, in part, by the Conference of Governor
s held in April 1929;
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the only recommendation approved by the Governors being that t
he Federal Reserve

banks decline to accept mail transfers from nonmember banks with
 the following

exception:

"That any Federal Reserve bank accept from any non-

member bank the nonmember bank's own draft on a clear-

ing house bank in the city in which a Federal Reserve

bank or a Branch is located, providing such draft is

for the credit of one of the receiving Federal Reserve

bank's member or nonmember clearing banks, with the

further provision that such member or nonmember clear-

ing bank has authorized the Federal Reserve bank to ac-

cept such remittance as its agent subject to the same

conditions under which the member or nonmember clearing

bank would send items to its Federal Reserve bank direct."

After discussion, upon motion, it was voted

to instruct Counsel to prepare a letter to all

Federal Reserve banks approving the recommendation

of the Standing Committee on Collections, which was

concurred in by the Governors' Conference, such let-

ter to be submitted to the Board for further consid-

eration.

Memorandum from Counsel dated October 9th, submitting drafts
 of a proposed

letter to the Governors of all Federal Reserve banks and
 a statement for the

press, setting forth rulings recommended by the Genera
l Committee on Bankers

Acceptances to meet cases arising out of the broadened use
 of domestic ac-

ceptances under the general principles regarding cor
rect practices in the

granting of domestic bankers acceptance credits, a
pproved by the Board in

June 1928, particularly (1) to permit the purch
aser of goods under bankers

acceptance credits to draw bills having a maturity con
sistent with the usual

and customary credit time that obtains in the 
relative trade, instead of re-

quiring the shipper to draw the bill if it ha
s a maturity in excess of the

actual transit time of the goods, aad (2) to permi
t the use of bankers ac-

ceptances secured by receipts covering readily 
marketable staples to finance
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the carrying of certain staples during the time they are being converted into

other forms through a converter independent of the drawer, provided that the

identity of the goods is not lost and the accepting bank remains secured

the independent converter's receipt.

A discussion ensued during which some question was

raised as to the propriety of the second ruling referred

to, requested because of the desire of a textile firm to

obtain an acceptance credit from its bank and draw bills

thereunder to finance the carrying of the textiles pend-

ing the time they are in the hands of a bleaching and.

dyeing company for processing and until ready for market.

At the conclusion of the discussion, it was voted to

submit the proposed circular letter and press statement

to the Chairman of the General Committee on Bankers Ac-

ceptances, advising that the Board has not passed upon

them but would like to know if they accurately express

the views of the Committee, and further advising that

there is some question regarding the second ruling recom-

mended, and asking for any supplemental information which

he may have and care to submit for the Board's consideration.

REPORTS OF STANDING COrlITTEES:

by

Dated, October 12th, Recommending changes in stock at Federal Reserve banks

15th, as set forth in the Auxiliary ilinute Book of this date.

Recommendations approved.

Dated, October 15th, Recommending refusal of an application for fiduciary

powers as set forth in the Auxiliary Linute Book of

this date.
Recommendation approved.

Dated, October 14th, Recommending action on an application for admission

of a state bank, subject to the conditions stated in

the individual report attached to the application, as

set forth in the Auxiliary Minute Book of this date.

Recommendation approved.

Approved:

The meeting adjourned at 4:50 p.m.

‘111r‘ 

69&, 
Assistant Secretary.

Govern
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