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A, meeting of the Board of Governors of the Federal Reserve

was held in Washington on Friday, May 26, 1939, at 11:00 a.m.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Davis
Mr. Draper

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Wyatt, General Counsel
Mr. Snead, Chief of the Division of

Bank Operations
Mr. Dreibelbis, Assistant General Counsel
Mr. Vest, Assistant General Counsel
Mr. Wingfield, Assistant General Counsel

There were presented telegrams to Mr. Young, President of the

lIedelbal Reserve Bank of Boston, Messrs. Kimball and Hays, Secretaries
or 

the Federal Reserve Banks of New York and Cleveland, respectively,

MI'. Leach, President of the Federal Reserve Bank of Richmond, Messrs.

Dillard and Stewart, Secretaries of the Federal Reserve Banks of

Chicago and St. Louis, respectively, Mr. Ziemer, Vice President of
the peder

al Reserve Bank of Minneapolis, Mr. Leedy, Secretary of the

Pederal Reserve Bank of Kansas City, Mr. Gilbert, President of the

Pederal Reserve Bank of Dallas, and Mr. Hale, Secretary of the Federal

Reserve Bank of San Francisco, stating that the Board approves the
estabi

ishment without change by the Federal Reserve Banks of Richmond

E1111 San Francisco on May 23, by the Federal Reserve Bank of Kansas

eitY outlay. 24, by the Federal Reserve Banks of New York, Cleveland,

eilicego, St. Louis, Minneapolis and Dallas on May 25, 1939, and by
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the Federal Reserve Bank of Boston today, of the rates of discount

alld Purchase in their existing schedules.

Approved unanimously.

There was submitted a draft of letter to Vice President Fry

r the Federal Reserve Bank of Richmond, reading as follows. The

letter had been circulated among the members of the Board for their

information prior to consideration at a meeting:

"This refers to your letter of May 8, 1939, enclosing
a Copy of a letter received by you from 'Mr. T. Floyd Kelley,
Jr-, Manager of the Savings Department of the State-Planters
Bank and Trust Company of Richmond, Virginia, dated May 6,
1939, with respect to the question whether a suggested
.,avings plan now under consideration by that bank would
Involve a payment of interest at a rate in excess of that
Permitted by the Board's Regulation Q and the supplement
thereto.

"It is understood that the suggested savings planis based on a rate of 2 per cent per annum compounded
semiannually, and that interest is accrued by the bank ac-
cordingly, although a part of such interest is withheld
each year and credited later to the account in order to
encourage completion of the plan by the depositor.

"If the account is closed at the end of the first
Year, no interest is oaid. If closed at the end of two
Years, interest is paid at the rate of one-half per cent
on the average balance for the first year and one-half per
cent on the average balance for the second year. If closedat the end of the third year, interest is paid at the rate
or one-half per cent on the average balance for the first
!nd second years and one per cent on the average balance
Or the third year. If closed at the end of the fourth
Year, interest is paid at the rate of one-half per cent
on the average balance for the first, second and third
Y,ears and 1-1/2 per cent on the average balance for the
lourth year. Finally, if the account is closed at the
end of the fifth year, interest is paid at the rate of
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"one-half per cent on the average balance for the first,
second, third, and fourth years and two per cent on the
average balance for the fifth year. It is assumed that,
for any period after the expiration of the fifth year,
the rate of interest paid on deposits in the account will
not exceed the rate prescribed in the supplement to Regu-
lation

"On the above basis, no interest is actually credited
for the first year. For succeeding years interest is
credited at the rate of .666 per cent for the second year,
1.40 per cent for the third year, 2.13 per cent for the
fourth year, and 2.88 per cent for the fifth year. Con-
sequently, the interest actually credited in the fifth
Year would exceed 2-1/2 per cent.

"In the discussion that follows it is assumed that
deposits made in accordance with the suggested plan are
savings deposits rather than time deposits and that they
are represented by a passbook and otherwise comply with
the 

requirements of savings deposits as stated in Regula-
tion q.

"Under the present supplement to the Board's Reu1a-
Q, if the interest paid on the amount in a savings

deposit does not exceed 2-1/2 per cent per annum, compounded
quarterly, for the period during which the amount is ac-

on deposit, the provisions of the supplement are
complied with, regardless of the basis of computation;
and, as you know, interest may be compounded at other than
quarterly intervals provided the aggregate amount of in-
terest so compounded does not exceed the aggregate amount
of interest which would be paid on the deposit at a rate
Of 2-112 per cent per annum, compounded quarterly.

"Under the suggested savings plan, it appears that
the 

depositor, over the five-year period, would actually
receive no more interest than he would receive if interest
are paid regularly at the rate of two per cent per annum.

1-11 effect, the bank would agree to pay interest at the
rate of two per cent per annum, provided the account is
Maintained for a period of five years, but with the under-

ftending that a part of the interest due each year would
e withheld and credited in later years and provided also

that interest at a rate less than two per cent would be
P'id if the account is closed before the expiration of ther

lve-Year period.
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"Such a plan, it is believed, does not involve the
Payment of interest on savings deposits at a rate in ex-

8S of that prescribed by the supplement to Regulation
q.

"Attention should be called to the fact that under
the law and the Board's regulation the Board of Governors
may from time to time limit the rate of interest which
MaY be paid by member banks on time and savings deposits.
Accordingly, it is suggested that the bank may wish to ad-
vise its depositors, by the inclusion of a provision in
its passbooks or otherwise, that the rate of interest
Payable under the suggested savings plan is subject to
Change by the bank to such extent as may be necessary to
comply with the requirements of the Board of Governors
made from time to time pursuant to the Federal Reserve
Acts',

Mr. Ransom stated that he desired to call the letter to the

aPecial attention of the members of the Board for the reason that he

Ilea been disturbed by the possibility of the letter endorsing a savings

1344 which would encourage savings depositors to place their funds in

savings 
deposits for a long period of time rather than to put them to

131'0dIlctive uses. In this connection it was suggested that under or-

circumstances the bank in which such deposits were held would

be ernA
--cued to invest the funds and it was agreed by the members present

that there did not appear to be a satisfactory basis for a ruling that

the iPosed savings plan was contrary to the provisions of the Board's

ilegillat 1 on q.

The letter was approved unanimously
With the understanding that the ruling con-
tained therein would not be published in
the Federal Reserve Bulletin.
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Reference was was made to the action taken at the meeting of the

Board on March 22, 1939, in authorizing the Federal Reserve Bank of

ilew York to make advances of not to exceed 4"p20,000,000 outstanding at

anY one time to the Bank for International Settlements secured by gold

actlIallY in transit to New York, this action having been taken with the

Understanding that while no time limit would be placed on the authority

granted to the New York bank the matter would be given farther con-

8iderati°11 by the Board not later than June 1, 1939. It was stated

th" no advances had been made by the New York bank to the Bank for

International Settlements under this authority.

It was agreed unanimously that no action
should be taken with respect to the matter
at this time but that it should be placed upon
the docket for further consideration at the
first meeting of the Board after October 1,
1939.

Before this meeting there had been circulated among the members

Of the Board a memorandum dated May 16, 1939, from Mr. Ransom reading

Ete t011ows:

"The Board's Regulation F relating to the exerciseOf trust powers by national banks contains specific and
detailed prohibitions against the transfer of assets of
a trust to the commercial department of the national bank
administering the trust or to an officer, director, or
e31Ployee of the bank. Conversely, the regulation contains
;Pecific and detailed prohibitions against the transfer
. 13131 a national bank or its officers, directors, or em-

11")Yaes of assets to a trust administered by the bank.
"From time to time the facts of borderline cases
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"are submitted to the Board for determination of the ques-
tion whether these specific and detailed provisions of the
regulation are violated. There are attached hereto two
such requests, which have given the Board's staff consid-
erable difficulty in preparing practical replies to the
inquiries and at the same time giving effect to the definite
Prohibitions contained in the regulation.

"After discussing the problem with the interested mem-
bers of the staff, I requested that the attached drafts of
replies be prepared. In one instance, where the transfer
involves a trust asset (a lot in a subdivision owned by a
trust) to an officer of the trustee bank, I have suggested
that the regulation be given a liberal interpretation and
not he construed as prohibiting the transaction. In the
Other instance involving, transfers of a mortgage from a
trust to the commercial department of the bank on one
hand and from the commercial department of the bank to a
trust on the other, the attached draft of reply applies
the prohibitions of the regulation strictly.

"There is also attached a request that representatives
of the Trust Division of the American Bankers Association
confer with representatives of the Board and discuss the
question whether the present provisions of the Board's Reg-
ulation F above referred to are too specific and rigid and
:Iihether any modification should be made therein. It would
ba my thought that it would be better to defer the trans-

of replies to the two specific requests until after
such a discussion has been held.

"The office of the Comptroller of the Currency and the
deral Reserve Bank of Cleveland, who submitted the two

specific inquiries, have been contacted by telephone and
avdvised that in view of the broad question of policy in-
olved there may be some delay in answering the inquiries
submitted."

At the request of Mr. Ransom, Mr. Wingfield discussed briefly
the ,

,oints involved in the two requests for rulings referred to in the
Rbovs

m%/lorandum and Mr. Ransom outlined the reasons why it was believed

4airable to

" of the American Bankers Association before further considera-
tiot

's el.ven by the Board to the question whether the applicable

discuss the matter with representatives of the trust
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Provisions of the Board's Regulation F should be amended.

After a discussion, during which the
members of the Board present indicated that
they were inclined to favor an amendment to
the applicable provisions of Regulation F
which would state the restrictions on self
dealing in the form of general principles
rather than in the form of specific restric-
tions, the following letter to Samuel C.
Waugh, President of the Trust Division of
the American Bankers Association was ap-
proved unanimously:

"The Board's Regulation 1 contains, among other things,
the. following provisions relating to self-dealing in the
ad
ministration of trusts:

'SECTION 11.
'(a) Obligations of trustee bank or its

directors, officers, etc.--Funds received or
held by a national bank as fiduciary shall not
be invested in stock or obligations of, or prop-
erty acquired from, the bank or its directors,
Officers, or employees, or their interests, or
in stock or obligations of, or property acquired
from, affiliates of the bank.12 (Footnote not
Quoted)

'(b) Sale or transfer of trust assets to
trustee bank or its directors, officers, etc.--
Trust assets shall not be sold or transferred
to the national bank, to its directors, officers,
or employees, or their interests, or to affiliates
of the bank, except that, in cases in which the
bank has been advised by its counsel in writing
that it has incurred a contingent or potential
liability to a trust and desires to relieve it-
self from such liability, such a sale or transfer
may be made with the approval of the board of
directors; provided that in all such cases the
bank, upon the consummation of the sale or trans-
fer, shall reimburse the trust involved in cash
or other acceptable assets.

natio(a 
Dealings between trust acco Aunts.--
bank acting as fiduciary shall not make
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"any advance to any trust from the funds belong-
ing to any other trust, except when the making
of such advances to a designated trust is specif-
ically authorized by the trust instrument covering
the trust from which such advances are made.'

. "These provisions are designed to implement the general
Principle against self-dealing enunciated in the Statement
Of Principles of Trust Institutions. You will observe,
however, that the terms of the Board's regulation are more
specific and are in more detail than the principle as de-
scribed in the Statement of Principles of Trust Institu-
tions.

"From time to time the Board receives inquiries as to
Whether specific transactions contravene the provisions of
its regulations. Two cases of this kind have recently been
Presented to the Board and, as in other similar cases, the
B?erd has had considerable difficulty in reaching a prac-
tical determination of the questions presented and at the
seme time conforming to the present provisions of its regu-lation. In the circumstances, the Board is giving consid-
eration to the question whether or not the above quoted
Provisions of its Regulation F are too rigid and whether
saae modification should be made of such provisions so as
to naintain the principle against self-dealing, but at the
,8111e time permit banks administering trusts to determine,
in the -ight of the facts of a particular case and the ap-
Plicable provisions of State law, whether particular trans-a?tions may be carried out properly and in conformityWith the law of the State in which the bank is located.

"When the Board revised Regulation F in 1936 and in-
le°rPorated the provisions above quoted, it received ther
BerY helpful assistance of a committee of the American
saakers Association composed of members of its Trust Divi-i011- Before the Board reaches a determination on the
question whether such provisions should be modified, it
!tuld appreciate the further assistance and advice ofYour 

Dwi 
ivision. It will be appreciated, therefore, if you

va-} designate a committee of representatives of your
'vision to confer with representatives of the Board re-

Ircling the matter at a mutually convenient time."

Luring the discussion of the above matter Mr. Goldenweiser,
ttrector

of the Division of Research and Statistics, joined the meeting.
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Mr. Davis then presented a draft of letter to Ramsey S. Black,

Third Assistant Postmaster General, reading as follows:

"The Board of Governors of the Federal Reserve Sys-
tem requests an expression of your views with regard to
certain questions raised herein relating to the interpre-
tation of section 6 of the Treasury-Post Office Appro-
Priations Act of May 6, 1939, which provides that on and
after July 1, 1939, no executive department or independent
establishment of the Government shall transmit through
the mail, free of postage, any article or document, with
certain exceptions, unless a request therefor has been
Previously received by such department or independentestablishment or such transmission is required by law.

"There are a number of documents which it is neces-
sary for the Board of Governors of the Federal Reserve
System, in the performance of its official business, to
transmit through the mails from time to time to the Fed-
eral Reserve banks and the member banks of the Federal
Reserve System. While the banks do not usually make a
equest for this material and the transmission thereof

18 not in terms required by specific statutory provisions,
sach material is essential in the operation of the Fed-
eral Reserve System and, therefore, the banks expect to
receive it in the usual course without request.

"The Federal Reserve System includes the member banks
(comprising all national banks and such State banks as
elect to join and are admitted), the twelve Federal he-
serve banks, and the Board of Governors of the Iederal
deserve System, whose members are appointed by the Presi-
,nt by and with the advice and consent of the Senate.i-7Ja of the stock of each Federal Reserve bank is owned
17 the member banks in its district, each such member
:Ink being required by the law to purchase such stock in

r7,Ia amount proportionate to its own capital and surplus.
11?-6! Board of Governors, which exercises general supervi-
sion over the Federal Reserve System, is authorized to
T,eke examinations of and require statements and reports
;-,r3m each Federal Reserve bank and each member bank.

Zech Federal Reserve bank likewise is given authority
make special examinations of member banks within its

district.

"It was the apparent purpose of the recent statute
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"to prevent the transmission, through the mails free of
Postage to the general public of articles and documents,
which are unsolicited and the transmission of which is
not necessary in the administration of the departments
and establishments of the Government. In this connec-
lon it is to be observed that the statute excepts from
its provisions 'forms and blanks necessary in the admin-
istration of such departments and establishments'. It is
not believed that it was the intent of the statute, or
that it should be so construed, that the governmental
agency at the head of a system of banks created by Con-
gress should be prohibited from transmitting free of
Postage to all of the component parts of the system material
essential in its administration. To give the statute
such a construction would, it is believed, not only be
unnecessary to accomplish the objective which Congress

licl 
mind but be at variance with the intention of the

Statute.
"In this connection, the following is quoted from the

d7bate in the Senate on the provision in question. Senator
0'honey, who was the author of the amendment, stated:

'My amendment does not propose to cut off
the transportation through the mails of any legiti-
mate item of public information. The Proposed
amendment, which has been unanimously endorsed
by the committee, was drafted in such a manner
as to protect that right. I should be the last
Person who would urge a deprivation of the public
of full information which they are entitled to
receive from their various departments. But every
Member of Congress, every newspaper Publisher,
and I should say, if I were to restrain myself
from exaggeration, practically one-third of the
Population knows that a constant and increasing
stream of printed and mimeographed matter pro-
ceeding from the city of Washington and issuing
from Government offices, which is carried through
the mails, handled by the clerks, handled by the
letter carriers, when received is promptly de-
Posited, without opening, in the waste baskets
Of those to whom it is sent.'

6anetor Glass, who is Chairman of the Appropriations Commit-
tee) stated that:
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'The proposed amenthnent is not intended to
cut off any legitimate departmental publication,
but to stop the foolishness of printing in color--
a most expensive form of printing--stuff 90 per
cent of which is consigned to the waste basket
when it is received.' (Congressional Record, March
14, 1939, page 3812)
"It is clear from these quotations that the statute

was aimed at the distribution of material through the mails
to members of the public, who are not officially concerned
with the use of such material, and that it was not the in-
tention of Congress to hamper in any way the official opera-
tions and administration of a Federal agency.

"Federal Reserve Bulletin. - The Federal Reserve Bulle-
tin) which has been published monthly by the Board of Gov-
ernors of the Federal Reserve System since 1915, contains
a review of monetary, banking and business conditions,
recent laws and regulations under which i.ederal Reserve
banks and member banks are required to operate, rulings
Of the Board interpreting these laws and regulations, and
statistical information relating to banking and business,both in this country and abroad, with particular reference
to the Federal Reserve System.

"There are numerous provisions of the Federal Reserve
-fIct and other Federal statutes with which Federal Reserve
oanks and member banks are required to comply, and under
authority given it by the law, the Board of Governors has
Prescribed a number of regulations which Federal Reserve
ualiks and member banks under the law must observe. It is
important, therefore, that Federal Reserve banks and member
oanks be kept fully and constantly informed as to the
Changes in the laws and the Board's regulations which af-
fect them and also as to rulings and interpretations of
these laws and regulations which are promulgated by the
B°ard of Governors from time to time. The primary medium
through which all such changes in the law and all such
rillings and interpretations, as well as much other infor-
nlation which is important to the banks, are brought to the
attention of the member banks is the Federal Reserve Bulletin,
which is sent to them by the Board without charge. It is
necessary to the proper and effective administration of the
edcral Reserve System that the Board transmit the Federal

Reserve Bulletin to the Federal Reserve banks and the member
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"banks of the System, and it will be appreciated if you will
advise whether you concur in the view of the Board of Gover-
nors of the Federal Reserve System that copies of the Federal
Reserve Bulletin may properly be sent by the Board through
the mails free of postage to the Federal Reserve banks and
the member banks of the Federal Reserve System.

L "It is customary with some exceptions to make a charge
c)f)g a year for a subscription to the Federal Reserve
Bulletin when sent to others than Federal Reserve banks
and member banks, and it appears that such a subscription
Would constitute a request from the subscriber for the copies
Of the Bulletin covered by his subscription within the mean-
-n€ of the statute. It has not been the practice heretofore,
however, to ask a bank upon becoming a member of the Sys-
tem.whether it desires that copies of the Bulletin be sent
to it during the period of its membership, and it does not
seen that it should be necessary to obtain such a request
frcim a member bank in order to comply with the provisions
O f the recent statute.

'Par List'. - The Board of Governors also publishes
fram time to time a list of banks which remit for checks
drawn on them at par, i.e., without deduction of any charge
fram the amount of the check. This list is sent by the
Board of Governors to all member banks and also to those

rImember banks which collect their checks through the
tederal Reserve banks and carry balances with the reserve
uanks in accordance with the provisions of section 13 of
the Federal Reserve Act. The information contained in this

is essential to the check collection operations of
-uhe banks Which utilize the Federal Reserve collection sys-
tem. It is the Board's view that this list and supplements
t° it may properly be sent free of postage to Federal Re-
serve banks, to member banks, and to those nonmember banks
nich collect their checks through the Federal Reserve
pEinks and carry balances with the Federal Reserve banks
111 accordance with the Federal Reserve Act, and we will
pe clad to have an expression of your opinior in this mat-ter.

"List of stocks registered on national securities ex-
z/141,aa2.E. - Pursuant to the provisions of the Securities Ex-
eualye Act of 1934, the Board's Regulation U restricts the
MakinE of loans by banks secured by stock for the purpose
°f Purchasing or carrying any stock registered on a national
securities exchange; end the regulation provides that
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"in determining whether or not a security is a 'stock regis-
tered on a national securities exchange', a bank may rely
Upon anY reasonably current record of stocks so registered
that is published or specified in a publication of the Board
Of Governors of the Federal Reserve System. In order that
banks may be informed as to stocks so registered, therefore,
the Board sends to all banks, both members and nonmembers,
from time to time a list of such stocks or a supplement to
mach list. The transmission of these lists through the
mails is necessary to these banks in order to conform to
the law and the regulation, and is essential to the Proper
adrainistration of the functions of the Board of Governors
Of the Federal Reserve System under the law. It is sub-
mitted, therefore, that the list and supplements thereto
may be transmitted free of postage to all banks. We will
ua glad to have your view on this point.

"Cam ilations of Federal Reserve Act. - It is the
custom of the Board of Governors every few years to have
compiled and printed the provisions of the Federal Reserve
Act and other laws affecting the Federal Reserve System,
in the form as most recently amended. The compilation of

Iti4:1-s is principally for the information and use of theReserve banks and member banks and has been found
verY helpful and serviceable to them in their operations
es Parts of the Federal Reserve System. We will appreciate
Your advice as to whether these documents may properly be
trransmitted by the Board of Governors through the mails
ree of postage, to the Federal Reserve banks and memberbanks.

"Annual Report. - Pursuant to the provisions of the
Federal Reserve Act the Board annually makes a report of
?.ts operations to Congress and sends copies of this report
I0 all Federal Reserve banks and member banks of the ea Fed-

Reserve System. This annual report contains a record
aad discussion of the policy actions of the Board of Gov-
",41.71ors of the Federal Reserve System and of the Federal
'Pen Market Committee. Information on these matters is of

ra
eern to the member banks in their relationships to the

F rd of Governors of the Federal Reserve System and the
,!deral Reserve banks. Will you kindly advise as to whether
"le free transmission of such reports through the mails
to the Federal Reserve banks and member banks is affected

the recent statute?
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"Miscellaneous documents sent to the Federal Reserve 
banks- - In addition to the above items there are frequent
occasions on which it is necessary for the Board to send
regulations, compiled rulings or instructions, lists, reports
or other documents to the twelve liederal Reserve banks.
lor example, whenever an amendment to one of the Board's
regulations is adopted and printed it is necessary to send
copies to the Federal Reserve banks. It seems clear that
the law was not intended to effect the transmission through
the mails of matter of this kind, which is essential in the
Performance of the official duties of the Board and in the
oPerations of the Federal Reserve banks and the Federal Re-

'ye System. Although there is no provision of statute
which specifically provides that documents of this kind
shall be transmitted through the mails, it is the view of
the Board of Governors that it may properly be said that
their transmission is 'required by law' within the meaning
of the Act of May 6, 1939, when interpreted in accordance
With its apparent intent; but we mild be glad to have you
advise *whether you are in accord with this view.

"Enclosures. - It is noted that the recent statute
exempts from its provisions 'official letter correspondence'.
btiS assumed, in view of this exception, that there may
ue transmitted through the mails free of postage by a Gov-
ernnent establishment, not only an official letter, but
!la° anY documents which relnte to the subject matter of
the letter and are referred to in such letter and which
are enclosed with the letter or forwarded under separate
cOver. It would seem that such documents may properly be
c°nsidered as an integral part of 'official letter corres-
P"dence' which may be transmitted free of postage. We
would be glad to have an expression of your view on this
Point also.

"For your information in considering some of the ques-
"-ons which the Board has raised, we are forwarding under

ZeParate cover a sample copy of the Federal Reserve Bulletin,
he Par list, the list of stocks registered on national se-
cUrities exchanges, the Board's annual report, and the corn-

ed Federal Reserve Act.
"If your office should desire any further information

With respect to any of these questions and will so advise
'us) we will be very glad to have some member of our staff
c°nfer with your office and give all assistance Possible."
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Mr. Davis Davis stated that the letter had been prepared by Mr. Vest

t°11°.wing a discussion of the matter with representatives of the Post

°ffice Department during which Mr. Vest was advised that, while the

Department had decided on a policy of not attempting to advise as to

what constituted a request for material but to leave this to the es-

tablishments concerned as well as general questions as to what docu-

Inents are required by law to be transmitted, the Department might be

willing to attempt to give the Board answers to specific questions

which miEht be raised in a letter fran the Board if the Board sub-

zitted
Copies of the documents involved.

Upon motion by Mr. Davis the letter was
approved unanimously.

Mr. anead presented a memorandum prepared under date of May

25' 19391 by Messrs. anead, Wyatt and Vest in which it was stated that
tha. 

°l

0 A

anding Committee on Collections at its meeting in Washington on

413111 20-22, 1939, recommended certain amendments to Regulation /,

Check Clearing and Collection, and to the uniform paragraphs of the

cash- collection circulars of the Federal Reserve banks, these changes

incident to changes in the check collection procedure of the

l'eds1111 Reserve banks which was approved by the Board in its letters
Of h

-ece"sr 19, 1938 (S-133) and April 8, 1939, (S-157) to the Presi-

dents cr all Federal Reserve banks. The memorandum stated that the

151.14°E3ed changes, with minor changes in wording, had been approved
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1)3' all Federal Reserve banks and that it was recommended:

(1) That the recommendations of the Standing Committee
on Collections be approved,

(2) That the revision of Regulation J in the form attached
to the memorandum be approved but that the effective
date and any announcement relating thereto be deferred
for the reasons set forth in the letter hereafter re-
ferred to, and

(3) That the draft of letter submitted with the memorandum
advising the Federal Reserve banks of the Board's
action and inclosing a copy of the revised regulation
be sent to the Federal Reserve banks as soon as pos-
sible.

The suggested changes in the regulation were: (1) An amendment
to

-ection 3 so as to permit, but not to require, a Federal Reserve
bank ,

receive from member banks and nonmember clearing banks in its

"411 district items drawn on banks in other districts. This would make

it P"sible to provide in the uniform paragraphs of the check collec-

tion circulars that each Federal Reserve bank reserves the right to

decline to accept items payable in other Federal Reserve districts un-

less they are routed direct to the Federal Reserve banks and branches
in such other districts, (2) An amendment to the first paragraph of

Section
5 to provide indemnification to a Federal Reserve bank for

loss
rssultinR from forged indorsements and a guarantee of all prior

itidor
sements on checks collected by the Federal Reserve bank whether

°r not a specific guarantee is incorporated in an indorsement of the

eliding bank, (3) The addition in Section 5 of an entirely new paragraph
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rUmbered 6 to provide that with respect to any check sent direct by

4 beak in one district to the Federal Reserve bank in another the re-

1"nshiP8 and the rights and liabilities existing between such send-

ing beak, the Federal Reserve benk of its district and the Federal

Reserve be to which the check is sent will be the same as though

the it  had been sent to the Federal Reserve bank in the sending

blank's district and by it to the other Federal Reserve bank, and (4)

celtein other amendments of a minor and unimportant character.

The proposed letter to the Presidents of all Federal Reserve

be4ks, submitted with the memorandum, read as follows:

"Advice has been received from Mr. Harrison, Chair-
43.11 of the Presidents' Conference, that the report of

the Standing Committee on Collections, dated April 22,
?39, has been approved by the Presidents of all Federal
Itese rye banks.

"The Board concurs in the action of the Presidents
nd ePproves the recommendations contained in the Cam-

tittee's report.
"Regulation J in the revised form, a copy of uhich

is enclosed, will be adopted by the Board when the drafts
of the cash collection circulars and the time schedules
referred to in the Board's letter S-157 of April 8 have
been received and reviewed so that an effective date for
the revised regulation may be fixed. The effective date
V-11 be sufficiently far in advance to allow for the print-

of the regulation, the check collection circulars and
:92e time schedules and their simultaneous release by all
Reserve banks about two weeks in advance of the effective
date.

"The Board contemplates issuing a press statement
°II the subject of check collections at the time the amended
l'egaation is released for publication, advance copies of
which will be furnished your bank, and in the meantime it
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"is suggested that the matter be treated as confidential.
"It will be appreciated if you will forward to the

Board as soon as practicable the revised time schedules
between Federal Reserve bank and branch cities for its
ePProval, together with two copies of your cash collec-
t!.on circular with the approved changes incorporated
taerein. Minor changes in wording made in Section 5 of
Regulation I 'Terms of Collection' since the date of the
Committee's report should, of course, be incorporated in
that section as printed in the collection circular."

Mr. amead stated that it was contemplated that the revision of

the check collection procedure may result in an increase of approxi-

atelY '50,000,000 in the float carried by the Federal Reserve banks

and' because of an anticipated increase in the number of items which

will be sent to the Federal Reserve banks for collection, an increase

14 the annual expense of operating the check collection system of ap-

mately 125,000. He also said that the Federal Reserve banks

Wel'e anXiOUS to have the new procedure go into effect not later than

3*1111r l' 1939, and that, therefore, it was desirable that the Board act

°I1 the matter as soon as possible.

Upon motion by Mr. Ransom and by unani-

mous vote: (1) the recommendations of the

Standing Committee on Collections were ap-

proved; (2) it was agreed that the revised

draft of regulation would be adopted as soon

as the effective date was determined in ac-

cordance with the procedure outlined in the

letter to the Presidents of the Federal Re-

serve banks, and (3) the letter to the

Presidents of the Federal Reserve banks
was approved.

These actions were taken with the un-

derstanding, however, that they would not

become effective until concurred in by Mr.

McKee who would return to the office to-

morrow morning.
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(Secretary's note: The memorandum prepared
by Messrs. Snead, Wyatt and Vest was sub-
mitted to Mr. McKee on Saturday, May 27, and
he was advised of the action taken by the
Board in connection therewith. He stated
that he concurred in the Board's action and
that he would favor the immediate dispatch of
the letter to the Presidents of the Federal
Reserve banks. Thereupon the letter was
sent.)

Mr. Draper stated that, in accordance with the action taken at

the in 
of the Board on May 19, 1939, a revised draft of report on

the Mead Bill (S. 2343) had been prepared and placed in circulation

aM(31ag the members of the Board, that according to newspaper accounts

hearings on the bill would begin next Wednesday, May 31, and that, in

his °Pinion, the report as drafted or one of the alternative reports

had been discussed informally by the members of the Board should

be Se to the Comittee on Banking and Currency of the Senate before

the heerings are concluded. In this connection, reference was made

to a memorandum and accompanying bill which had been prepared in the

1313ard's offices under date of April 6, 1939, and which would provide
r()1,

creation of

tor cc
mmercial and

"equate financial

C)f the 
corporation

the
an industrial loan corporation to provide funds

industrial enterprises which are unable to obtain

assistance from other sources, the governing body

to consist of three directors selected by the Board

°f G°Irernore from its
be selected 

from the remaining members of the Board or members of its
start.

own membership with three alternate directors to
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It was agreed unanimously that members
of the Board would give further consideration
to the memorandum referred to and that the
matter should be taken up again at the next
meeting of the Board.

It was also agreed unanimously that Mr.
Draper would be free to continue his discus-
sions of his views in regard to this matter
with Senator Mead and other parties inter-
ested in legislation to provide credit facil-
ities for snail business concerns.

Chairman Eccles referred to the action taken by the Board on

8) 1939, in referring to him and Mr. McKee with power to act the

74estion whether Congress should be requested to make permanent the au-

tli°ritY granted to the Board of Governors by the second paragraph of

Sect"n 16 of the Federal Reserve Act to permit the Federal Reserve

o pledge Government securities as collateral for Federal Re-

serve notes. He stated that some time ago he had stated to Senator

e, who is chairman of the subcommittee of the Senate Banking and

etirreneY Committee which would handle the matter, that he would like to

dl8c4sa it with him and that the Senator had agreed to communicate with

41.111 regarding it but that he had subsequently became ill and no oppor-

tililitY had since been afforded to present the matter to him.

At this point Messrs. Wyatt, amead, Goldenweiser, Dreibelbis,

//eat ana
-- Wingfield left the meeting and the action stated with respect

Ch of the matters hereinafter referred to was then taken by the
toe,rd:

to ea

The minutes of the meeting of the Board of Governors of the

"4-1 Reserve System held on May 25, 1939, were approved unanimously.
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Letter to Mr. tilliam Bleakley, Chairman of the Organ-

'tin Commit tee, Yonkers National Bank and Trust Company, Yonkers,

New York, reading as follows:

"The Board of Governors of the Federal Reserve System
has considered the application for pernission to exercise
fiduciary powers made by your organization committee on
behalf of the proposed Yonkers National Bank and Trust
Company, Yonkers, New York, and grants such bank authority,
effective if and when it is authorized by the Comptroller
of the Currency to commence business, to act, when not in
contravention of State or local law, as trustee, executor,
administrator, registrar of stocks and bonds, guardian of
estates, assignee, receiver, committee of estates of luna-
tics, or in any other fiduciary capacity in which State
banks, trust companies or other corporations which came into
competition with national banks are permitted to act under
the laws of the State of New York, the exercise of all such
rights to be subject to the provisions of the Federal Reserve
Act and the regulations of the Board of Governors of the
Federal Reserve System.
"After the Comptroller of the Currency has authorized the

Yonkers National Bank and Trust Company to commence business,
You are requested to have the board of directors of the bank
adopt a resolution ratifying the application of your organ-
ization committee for permission to exercise fiduciary powers
and a certified copy of the resolution so adopted should be
forwarded to the Federal Reserve Bank of New York for trans-
mittal to the Board for its records. When a copy of suchresolution has been received by the Board, a formal certifi-
cate covering the national bank's authority to exercise trust
P°Ivara will be forwarded."

A.1::11) roired:

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.

de
d /

INIM
stant Secretary.
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