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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Thursday, March 28, 1940, at 11:30

a.m.

PRESENT: Mr. Eccles, Chairman

Mr. Ransom, Vice Chairman

Mr. Szymczak
Mr. Davis
Mr. Draper

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

The action stated with respect to each of the matters here—

inafter referred to was taken by the Board:

The minutes of the meetings of the Board of Governors of the

Federal Reserve System held on March 26 and 27, 1940, were approved

Unanimously.

Mr. Morrill reported that the Comptroller of the Currency

today issued a call on all national banks for reports of condition

as at the close of business on March 26, 1940, and that, in accord—

ance with the usual practice, a call was made on behalf of the Board

Of Governors of the Federal Reserve System today on all State member

banks for reports of condition as of the same date.

The call made on behalf of the Board

was approved unanimously.

Letter to Mr. Fleming, President of the Federal Reserve Bank

of Cleveland, reading as follows:
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"In accordance with the request contained in your

letter of March 22, the Board aulxaves the appointment of

Mr. John William Cavanaugh, at present an assistant ex-

aminer, as an examiner for the Federal Reserve Bank of

Cleveland."

Letter to Mr. Gidney, Vice President of the Federal Reserve

Bank of New York, reading as follows:

"In accordance with the recommendation contained in

your letter of March 22, 1940, the Board approves the

establishment and operation of a branch at Baldwinsville,

New York, by 'First Trust & Deposit Company', Syracuse,

New York, in connection with the proc:osed merger of The

Baldwinsville State Bank into First Trust & Deposit Com-

pany as a cart of the plan for the recapitalization and

rehabilitation of the trust company. Such approval is

given with the understanding that the establishment of

the branch will be formally approved by the appropriate

State authorities, that the merger will be consummated

substantially in accordance with the plan as submitted,

and that your counsel will be satisfied as to the legal

aspects of the establishment of the proposed branch."

Approved unanimously.

Letter to Mr. Gidney, Vice President of the Federal Reserve

Dank of New York, reading as follows:

"In accordance with the recommendation contained in

,our letter of March 22, the Board approves the estab-

lishment and operation of a branch at St. Regis Falls,

New York, by the 'Ogdensburg Trust Company', Ogdensburg,

New York, in connection with the assumption of the depos-

it liabilities of The St. Regis Falls National Bank at

St. Regis Falls, provided, of course, formal apt roval

is given by the appropriate State authorities. This

approval is given with the understanding that the assets

to be acquired from the National bank will not be car-

ried by the trust company at an amount in excess of cost

and that any reserve resulting from differences between

carrying value of the assets acquired and cost to the

trust com-any will be treated as a valuation reserve

rather than as a reserve for contingencies."

Approved unanimously.
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Letter to Yr. Leedy, Vice President of the Federal Reserve

Dank of Kansas City, reading as follows:

"This refers to your letter of March 4, 1940, and
previous correspondence, relative to the question whether

The Morris Plan Company of Kansas City, Kansas City, Mis-

souri, is a 'bank' within the meaning of section 8 of the

Clayton Act, since, if the Company is not a 'bank', the

statute is not applicable to two directors of the Company

who are also serving member banks in Kansas City.

"It is understood that the Company was organized

under the laws of Missouri relating to manufacturing and

business companies (Art. 7, Ch. 32, R.S. Mo. 1929); that
the Company subsequently availed itself of the privileges

of an Act (Sec. 4979 et seq. R.S. Mo. 1929) authorizing
the organization of loan and investment companies and is

now operating as a loan and investment comoany; and that

it is not authorized 'to receive money on deposit or en-

gage in banking within the meaning of section 5296' of

the laws of Missouri relating to banks.

"From the information contained in your letter of

January 26, 1940, which has now been supplemented by the

information submitted with your letter of March 4, 1940,
it is also understood that the Company sells fully paid
investment certificates generally in multiples of twenty-

five dollars but that in occasional instances they are

issued for odd amounts; that, although there is no limi-

tation on the amount of such certificates issuable to any

one person, firm or corporation, as a practical matter a

limitation of $10,000 to any one person, firm or corpora-

tion has been established; that, although the Company per-

mits withdrawals from such investment certificates on

demand, it reserves the right to require thirty days'

notice in writing and to limit the aggregate amount of

withdrawals on such certificates in any one calendar month

to an amount not exceeding its net receipts of the previ-

ous calendar month; that the Company sells investment

certificates, payments on which are made in installments,

the registered holder thereof agreeing to make further

weekly or monthly payments to the Company until at least

the sum of $50 has been paid, after which such certificate

may be converted into a fully paid investment certificate;

that, although the Company permits withdrawals of amounts

paid toward the marchase of such installment investment

certificates, the customer may not draw on such account

by check but must -present his installment certificate
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"account book at the Company's office with a receipt read-
ing 'Received of The Morris Plan Company, Savings Depart-
ment ($ )   Dollars, on account of Certificate
No.   presented herewith leaving a balance due $ 
that the Company makes no use whatever of counter checks or
other checks to effect withdrawals; that the Company pays
interest on both fully paid and installment investment
certificates, the interest on fully paid investment cer-
tificates being mailed semi-annually to the registered
holders thereof, and interest on installment investment
certificates (which is to be computed and to be credited
or payable only after twenty-six weeks have elapsed after
issuance of such installment certificates) being credited
semi-annually to the respective certificate holders by
entry posted to the Company's records of such certificates,
and being withdrawable in the same manner and upon the
same notice as the principal of the installment certifi-
cates; that the major portion of the Company's business
is the making of loans and the receipt of payments on
loans, the average daily volume of unsecured loans and
repayments thereon being approxirately $2,000 and the
average daily volume of secured loans and repayments
thereon being approximately $1,200; that in the six
months' period ending December 31, 1939, seven fully
paid investment certificates were issued and a like num-
ber withdrawn by the holders, which is typical of the
amount of such transactions handled by the Company in a
year; that the average number of Payments on installment
investment certificates is about twenty-five a day and
the average number of withdrawals from such certificates
is about ten a day; that the daily cash on hand carried
in the Company's office to take care of transactions in
loans and investment certificates amounts to ,;(),000 or
:$10,000; that the receipt and payment of funds involv-
ing investment certificates requires an average of less
than one hour per day of one employee's time; that the
Company does not issue cashier's checks or drafts, such
checks as it issues being drawn on the bank in Kansas
City where it has deposit accounts; that the Company
does not accept deposits or maintain any form of so-

called checking account service but receives funds in
connection with the issue of fully paid and installment

investment certificates; that the Company is prohibited
by law from transacting and does not transact trust bus-
iness; that it does not offer safety deposit facilities
to the public; that it transacts no escrow or agency

business for the public; that, except for the occasional

I.
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"sale of securities held as collateral on loans, it does

not buy or sell securities for customers; that it is not

a member of the Kansas City Clearing House Association;

that its hour of closing extends four hours beyond the

closing hours of the banks in Kansas City on Monday and

Saturday of each week, and two hours beyond the closing

hour of.such banks on each of the other week days; and

that the Comuany is not subject to the supervision of or

examination by the Commissioner of Finance of Missouri,

who is the officer charged with the supervision and ex-

amination of banks and trust companies, nor by any other

public official except that, by reason of the fact that

the investment securities which the Company issues con-

stitute 'securities' within the meaning of that term as

used in the Missouri 'Blue Sky Law', the Company is sub-

ject to the provisions of such law to the same extent as

other issuers of securities. It is understood also that

the general public regards the Company as a lending cor-

poration or finance company operating primarily in the

installment lending field and not as a bank of deposit.

"As the Board stated in its letter of October 19,

1939, (3-189-a), the question whether or not a particu-
lar institution is a 'bank' within the meaning of sec-

tion 8 of the Clayton Act is often a perplexing one,

and in view of the great variety of financial institu-

tions in this country there must necessarily be cases

where even slight variations in the facts will produce

different results. It is for this reason that the facts

have been set forth in detail in this letter.

"From the foregoing, it appears that the powers and

activities of The Morris Plan Company of Kansas City,

Kansas City, Missouri, are essentially the same as those

described in the Board's letter of October 19, 1939

(3-189-a). Accordingly, on the basis of the facts set

forth above, it is the opinion of the Board that The

Morris Plan Company of Kansas City, Kansas City, Mis-

souri, is not now a 'bank' within the meaning of sec-

tion 8 of the Clayton Act."

Approved unanimously.

Thereupon the meeting adjourned.

6P, PAA0 I 
Secretary.
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