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A meeting of the Board of Governors of the Federal Reserve

SYm was held in Washington on Wednesday, November 12, 1941, at

11:30 a.m,

after

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Szymczak
Mr. McKee
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 herein-

referred to was taken by the Board:

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

al Reserve System held on November 10, 1941, were approved unani-
kuelys

Telegram to Mr. Powell, First Vice President of the Federal

Reserve Bank of Minneapolis, reading as follows:

"Referring your November 8 letter, Board approves,

Tective November 1, 1941, payment of salaries at thees
of 1%3,020 per annum to incumbents of position ofTVault-Custodiant."

Approved unanimously.

Letter to Mr. Phelan, Assistant Vice President of the Federal
Reserve pt.—

-c-uk of New York, reading as follows:

19, "Reference is made to your letter of November 1,
1:egarding the suggestion made by C.I.T. Corporation

or; Interpretation E-100 be altered so that in the case
cow:

4-L.' be 
11.A. transactions the statement of the transaction

Supplied to the customer by the finance company
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"that discounts or purchases the paper rather than by
the dealer.

"It is recognized that in some cases the suggested
Procedure might be easier to carry out, or the discount-
ing agency might be more familiar with the requirementsof the regulation. However, the dealer necessarily mustbe the source of the required information, and it would
seem to be appropriate for him to give this informationc.lirectly to the customer rather than pass it along to
-91e finance company for this purpose. The Board feels
that, on balance, it is preferable that the same rule
Should apply to the F.H.A. transactions as to other trans-
actions under the regulation.

"In any event, it is, of course, unnecessary forthe statement to be given the customer prior to the com-
ljetion of the transaction, since, as indicated in V;-43,the date of completion is the controlling date in suchcases.11

Approved unanimously.

Letter to Mr. Phelan, Assistant Vice President of the Federal

Reserve Bank of New York, reading as follows:

, "This is in response to your letter of November 3,194J., enclosing a letter addressed to your bank underdateof November 1, by Messrs. Safir & Kahn, attorneys,fn .behalf of their client, James F. Waters, Inc., dis-tributors of the DeSoto Sky-View Taxicabs, requestingthat the Board revoke its opinion of September 30, 1941
the applicability of Regulation W to the pur-chase and resale of taxicabs by the Packard Federal Cor-Poration.

"The essential facts in that case were as follows:Prior to September 1, 1941 the Packard Federal CorporationZlered into a contract to purchase 400 taxicabs from anUfacturer for the purpose of resale, and before enter-
into this contract, the Packard Federal Corporation

m

te ered into a contract with a finance company under the
the

of which the finance company agreed to purchase from
art 14-ackard Federal Corporation the instalment obligations
peds'ng out of the resale of the taxicabs by the Packarderal Corporation. The contract with the finance com-

stated the terms upon which the corporation would
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"sell the taxicabs and the question presented was whether
the corporation could sell these taxicabs on those terms,
notwithstanding the provisions of section 4 of the Regula-
tion.

"The answer to this question depended upon whether
or not the situation was covered by section 9(d) of the

terial
hegulation, which, with certain exceptions not here ma-

, provides that 'nothing in this Regulation shall
apply with respect to any valid contract made prior to'
September 1, 1941.

"Owing to the pressure of business and the desire
to comply as promptly as possible with the numerous re-
quests for interpretations of Regulation Viwhich were
being received, the reasoning upon which the Board's
crlo]sion was based was not set forth at ilength in its

letter of September 30. However, stated somewhat more
rullY, it was as follows:

"Section 9(d) of the Regulation was intended to pre-vent the Regulation from interfering with the performance
(f any contract entered into in good faith prior to Sep-t)
.ember 1, 1941, and the Board had issued a number of in-
terpretations construing this section liberally in order
237 earrY out its purposes. One of these, issued September
41, 1941 and designated Vg-83, held that, where a contrac-tor and a home owner have made a pre-September contract

jr repairs to be financed by a bank, the bank may finance
e repairs on the terms provided in the contract even

though1, the request for financing is not presented to theuank until after September 1.

the 
"In considering the taxicab case it appeared that
taXicab dealer could not carry out the contracts which
had entered into in good faith prior to September 1,

iZ41 with the manufacturer and the finance company unless
i, !as permitted to resell the taxicabs on the terms stated
0',c; lts contract with the finance company; and the Board
in1!cluded with , in accordance  the principles involved in
ti

4-
:erpretation E-83, that the case came within the excep-
th a provided by section 9(h) of the Regulation, even
n,Tigh the contracts for the resale of the taxicabs were

entered into until after September 1st.
0, , "The Board has carefully reviewed the matter and isthe 

opinion that the interpretation given in the letter
,. September  30, 1941 is in accordance with the provisions'1 the D,Legulation and should not be revoked.
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"Messrs. Safir & Kahn contend that the Board's rul-
ing has the effect of discriminating against their client
because Packard Federal Corporation can sell the cabs
covered by its pre-September contracts on more liberal
terms than their competitors who did not have such con-
tracts. However, the advantage is the result of the
factual situation. There are undoubtedly many other
cases where parties who had pre-September contracts en-
joyed temporary competitive advantages over those who
had not. However, this result could not be avoided ex-
cept by repealing or construing away the exemption ap-
plicable to valid contracts made prior to September 1
granted in section 9(d), and the Board felt that it wasmore 4'".....mportant to permit persons to carry out contracts
,Iii!de in good faith than it was to attempt the impossibletask of drafting and administering a Regulation which
would prevent any person from obtaining a temporary ad-
vantage over any of his competitors as the result of theIn
tervening of the effective date of the Regulation.

"Messrs. Safir & Kahn cite as an illustration ofthe 
competitive disadvantages to which their clients are?labJected, an incident in which they say one Duffey came_1:0 the showrooms of their client and placed an order for! taxicab on July 24, 1941, but cancelled the order sub-

:equent to September 1, 1941, because the dealer demanded
Ducflawn payment of one-third of the purchase price, which

entered 
was unable to make. If Duffey, on July 24, 1941,

which 
into a valid contract specifying the terms on

2_13:eh the taxicab was to be sold, the dealer could have
iretet:lab on those terms, in view of the provisions

9(d). Accordingly if there was such a con-tract, the loss of the sale was the result of the ignor-
oree of the parties as to the provisions of section 9(d)vis5 their unwillingness to avail themselves of its pro-

and was not the result of the Regulation or of

lterpretation thereof issued by the Board.
sat. If you deem it advisable you may advise Messrs.
raenitr & Kahn that the Board is now reviewing the Supple-

Regulation Wwith a view to making certain changes
th_", and in that connection is giving consideration to
a:,question raised in their letter of August 30, as well
by .t.!1. a number of other letters which have been receivedhe Board, whether or not taxicabs should be excluded)3101.2111 the list of articles in the Supplement. If the

d'rd should decide to do so, the situation of which
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"Messrs. Safir & Kahn complain would, of course, beeliminated. However, it is impossible at this time to
say whether or not the Board will decide to amend the
Supplement in this particular."

Approved unanimously.

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

Of Atlanta, reading as follows:

"The technical mission which was sent to Havana,Cuba, in compliance with the request of the Cuban Govern-ment for assistance in connection with monetary and bank-
,1,ng questions has now returned to Washington and the
Board of Governors wishes to thank you and your bankfor making Mr. H. C. Frazer available to the missionduring a large part of the time that it was in Cuba.

"The Board is informed that Mr. Frazer's serviceswere of distinct value to the members of the mission.is wide acquaintance, both among bankers and business-menf Havana and among Cuban Government officials, to-
gether with his excellent knowledge of Spanish, enabled

to render assistance that could not have been other-
vollse obtained. Mr. Frazer's services and the cooperation
4 Your bank in this matter are appreciated."

Cotins

ej" recommending, for the reasons stated in the memorandum, that
k5C)0 be

added to the item of Traveling Expenses in the 1941 non-per-soral
udget for the Office of General Counsel.

Approved unanimously.

Memorandum dated November 6, 1941, from Mr. Wyatt, General

Approved unanimously.

11r.'
the Morrill suggested that the Board authorize the payment of

c
cost of 1

uncheons served in the Board's dining room today to Mr.Lail 1114 _
curr

Render 
le, Administrative Assistant to the President, Mr. Leon

son
3 

A

administrator of the Office of Price Administration, and
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Mr. Harold D. Smith Director of the Budget.

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.
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