
Federal

Minutes of actions taken by the Board of Governors of the

Reserve System on Wednesday, July 11, 1951.

PRESENT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Norton

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on July 10, 1951, were approved unanimously.

Memorandum dated July 6, 1951, from Mr. Sloan, Director of

the Division of Examinations, recommending that, effective as of the

date upon which he enters upon the performance of his duties after

haying passed the usual physical examination, and subject to the comple-

tion of a satisfactory employment investigation, Harold F. Stone be

aPPointed as an Assistant Federal Reserve Examiner, on a temporary in-

definite basis, with salary at the rate of $4,600 per annum, and with

°facial headquarters at Washington, D. C.

By unanimous vote, Mr. Harold F. Stone was
appointed an Examiner to examine Federal Reserve
Banks, member banks of the Federal Reserve System,
and corporations operating under the provisions
of Sections 25 and 25 (a) of the Federal Reserve
Act, for all purposes of the Federal Reserve Act
and of all other Acts of Congress pertaining to
examinations made by, for, or under the direction

of the Board of Governors of the Federal Reserve
System, and was designated as an Assistant Fed-
eral Reserve Examiner, on a temporary indefinite
basis, with official headquarters at Washington,
D. C., with basic salary at the rate of $4,600 per
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annum, all effective as of the date upon which
he enters upon the performance of his duties
after having passed the usual physical examina-
tion and subject to the completion of a satis-
factory employment investigation.

Memorandum dated July 6, 1951, from Mr. Young, Director of the

Division of Research and Statistics, recommending that Alfred P. Johnson,

Secretary to Mr. Sherman, Assistant Secretary, be transferred to the

Division of Research and Statistics as a Research Assistant, with no

Change in his present basic salary of $3,600 per annum, effective as

Of the date upon which he enters upon the performance of his new duties.

The 
memorandum also stated that the Secretary's Office was agreeable to

this transfer.

Approved unanimously.

Letter to Mr. Slade, Vice President of the Federal Reserve Bank

Of San Francisco, reading as follows:

"In accordance with the request contained in your
letter of July 6, 1951, the Board approves the designation
of the following as special assistant examiners for the
Federal Reserve Bank of San Francisco:

Seattle Branch 
A. J. Berg A. K. Jorgensen
F. K. Grimm J. V. ahite
"Appropriate notations have been made in our records

of the names to be deleted from the list of assistant and
Special assistant examiners."

Approved unanimously.

Letter to Mr. Mangels, First Vice President of the Federal

ReSel-ve Bank of San Francisco, reading as follows:
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"Reference is made to your letter of June 281 19511
regarding the establishment of a branch in Duchesne, Utah,
by The Commercial Bank of Utah, Spanish Fork, Utah.

"It is noted that prior approval of the State author-
ities has been obtained and in view of your recommendation
the Board of Governors approves the establishment and opera-
tion by The Commercial Bank of Utah, Spanish Fork, Utah, of
a branch at Duchesne, Utah, provided the branch is estab-
lished within six months of June 191 1951, the date of ap-
proval by the State authorities.

"It is understood that Counsel for the Reserve Bank
will satisfy himself as to the legality of all steps taken
to establish the branch."

Approved unanimously.

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

Bank of Boston, reading as follows:

"In view of your recommendation and the information
contained in your letter of July 3, 1951, the Board of
Governors extends until October 101 1951, the time within
Which the Industrial Trust Company, Providence, Rhode
Island, may establish a branch in the City of viarwick,
Rhode Island, under the authority granted in the Board's
letter of January 121 1951."

Approved unanimously.

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

Bank of St. Louis, reading as follows:

"The Board has considered the material enclosed
With your letter of June 121 1951, with respect to the
financing of a branch building to be erected by the
Liberty National Bank and Trust Company, Louisville,

Kentucky.
"It is evident that the Liberty National Bank and

Trust Company has been subjected to a number of unfortu-
nate delays in connection with the commencement of con-
struction of its branch. Mile this and other comparable
situations would argue in favor of an extension of the
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"deadline established established for filing under section 5(g),
the Board is reluctant to extend the deadline. Moreover,
there would be no purpose served by an extension of the
deadline unless there would be some reasonable expecta-
tion that such applicants would be entitled to relief
should the deadline be extended. It is apparent, both
from the correspondence you have forwarded and from a
letter dated June 14, 1951, from Mr. Merle E. Robertson,
President of the Bank) to Governor Vardaman, that the
bank will proceed with the construction of the branch
whether or not relief from Regulation X is granted.

"As you know, section 5(g) requires a showing that
compliance with the regulation would cause a substantial
hardship. In this instance the only hardship which would
appear to result from compliance with the regulation would
be that the bank would have to invest a larger portion of
its assets in the construction of the branch than might
Otherwise be required. In considering other similar
situations the Board has not regarded such a requirement
as a 'substantial hardship'. This is especially true
in view of the relatively small fraction which the re-
quired investment would represent of the resources of the
institution.

"Therefore, while we agree with you that the case
involves somewhat unique factors with respect to the ques-
tion of the extension of the deadline, the Board sees no
reason to consider such an extension in the light of the
fact that there does not appear to be any reasonable pos-
sibility that relief could be granted even if an extension
of time for the consideration of such applications were
allowed."

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks and Vice

?I'esidents in charge of Los Angeles and Detroit Branches, reading as
follows:

"Advice has been received from the Department of Com-
merce that Mr. Paul D. Banning, Chief Disbursing Officer,
Treasury Department, Symbol No. 300, has been designated
as Disbursing Officer for the Department of Commerce to
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"handle all transactions in connection with collections
and disbursements under the guaranteed loan program. The

address of Mr. Banning's office is Treasury Annex, 15th
Street and Madison Place, N. W., Washington 25, D. C.

"The Chief, Defense Accounts Section, Office of Budget
and Management, Department of Commerce, Room 5821, Commerce

Building, 14th Street and Constitution Avenue, N. 4.0 Wash-

ington, D. C., has been designated as the Accounting Officer
of the Department of Commerce with respect to V-loan dis-
bursements and collections. It is requested that as col-
lections are made and deposited by the Federal Reserve
Banks, two copies of each certificate of deposit, (Treasury
Form 6599) be sent to the Accounting Officer by transmittal
letter reflecting the number of the certificate, the number
of each guarantee agreement to which the collection ap-
plies, the amount of the collection applicable to each such
agreement, the purpose or type of each collection item,
the name of the remittor, and, when appropriate, the period
covered. The Accounting Officer will transmit one copy
of the certificate of deposit to the Disbursing Officer
together with an appropriate schedule of collections.

"Vouchers claiming reimbursement for expenses incurred
by the Federal Reserve Banks as Fiscal Agent for the Depart-
ment of Commerce should also be sent to the Accounting

Officer."

Approved unanimously.

Letter to Mr. Olson, Vice President of the Federal Reserve Bank

°f Chicago, reading as follows:

"This refers to your letter of June 21, 1951, which

enclosed a copy of a letter dated June 20 from your Detroit
Branch, concerning the application of Regulation W and in-
terpretation W-147 of May 28, 1951, to certain automobile

leasing arrangements.
"The situation presented by the above correspondence

involved a so-called 'master lease' under which the Regis-

trant undertook to supply to the lessee at various geo-
graphic points a number of automobiles of an aggregate
value exceeding $5,000. Because of the different dis-

tances, actual receipt of the automobiles by the lessee

occurred over a period of up to 10 days' duration, although
the automobiles were delivered by the Registrant for shipment
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"at or about the same time. Under the leasing arrangement,
the lessee started payment with respect to each automobile
at the time the particular vehicle WAS received. The above
correspondence related further that, 'Although there is a
master lease, each car is also covered by an individual
lease which appears actionable by itself'.

"Under the principles stated in W-1471 the over45,000
exemption would not be available, notwithstanding the master
lease, if the automobiles delivered pursuant thereto are
represented by individual leases that would support an action
in respect to the lessee's obligation without resorting to
the master lease. On the basis of the information submitted,
it appears doubtful whether the leasing arrangement in
question is one which would qualify under W-147 for the
over-$5,000 exemption.

"On the other hand, assuming that the individual leases
are not actionable without resorting to the master lease,
the over-$5,000 value provided for in the master lease would
operate as a qualification for exemption in accordance with
:i-147, but only to the extent that automobiles have actually
been delivered pursuant to the master lease. However, the
Board is of the view, that reasonable variation in the time
of receipt of the automobiles by the lessee as described
above would not prevent qualification for exemption under
the principles stated in W-147. Neither completely simul-
taneous delivery by the Registrant for shipment, nor com-
pletely simultaneous receipt by the lessee was contemplated
as a prerequisite in those cases where, although the Regis-
trant proceeds in good faith with reasonable dispatch,
variable shipping distances or similar obstacles make com-
pletely simultaneous shipment or receipt clearly impracticable
or impossible."

Approved unanimously.

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

Sank of San Francisco, reading as follows:

"This refers to your telegram of May 31, 1951, and to
your letter of June 21, 1951, concerning the status under
Regulation W of transactions pursuant to a sales inducement
contained in an advertised offer by a west-coast automobile
dealer of a new $2,700 automobile. The Registrant offered
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"to accept either cash or trade-in as the advertised
900 down payment and, in addition, offered a railroad
ticket to Detroit, for example, plus $200 expense money
to enable the instalment purchaser to take delivery at
the factory. Apparently the above advertised price was
the cash delivered price applicable in the west-coast
area concerned which, of course, included the usual factory-
to-dealer freight charges.

"The fact that the Registrant in good faith may employ
other than the usual delivery facilities is not, of itself,
objectionable. In the case presented it appears that the
$200 expense money and the cost of a third class railroad
fare would approximate the usual charges for the west-coast
freight delivery of the automobile. Transactions of this
kind would not appear to be objectionable if (1) the cash
delivered price at the Registrantfs establishment is used,
(2) the sum of the railroad ticket and expense money are
not greater than the factory-to-dealer freight charges in-
cluded in that price, and (2) there is compliance with W-146
of May 24, 1951. Where the factory delivered price is used,
or where the sum of the railroad ticket and expense money
exceeds the usual factory-to-dealer freight charges, there
would be a refund of down payment contrary to the regulation.
Furthermore, the transaction would be contrary to the princi-
ples stated in W-1116 in those cases where the trade-in allow-
ance exceeds the minimum required down payment.

"Transactions pursuant to offers of this nature are
always the subject of proper scrutiny, and the views stated
herein should be applied with caution. They are not intended
to govern conclusively the status of transactions as actually
negotiated between the parties, since it is not altogether
unlikely that variation from the terms of the offers might
occur."

Approved unanimously with the
understanding that the Presidents
of all Federal Reserve Banks would
be advised of this action by letter.

Letter to Mr. Samuel E. Neil, Mortgage Bankers Association of

414erical 1001 15th Street, N. W., Washington, D. C., reading as follows:

"This refers to your letter of July 5, 1951, to Mr.
Vest, concerning a Regulation X inquiry from a member of
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"your Association. As we understand the inquiry, a
builder plans to offer new houses for rent. A cash
deposit will be required of the lessee, and the lessee
will be given an option to purchase the house. The
deposit and a portion of the rent can be applied against
the purchase price if the option subsequently is exercised.

"'Credit' is defined in section 602(d)(2) of the
Defense Production Act, which is incorporated into section
2(c) of Regulation X, as including 1* * * any rental-
purchase contract, or any contract for the bailment,
leasing, or other use of property under which the bailee,
lessee, or user has the option of becoming the owner
thereof, obligates himself to pay as compensation a
sum substantially equivalent to or in excess of the
value thereof, or has the right to have all or part
of the payments required by such contract applied to
the purchase price of such property * * *I.

"Our view is that this definition of 'credit' in-
cludes such deferred payment sales plans as the one out-
lined above; accordingly, the builder, under such a plan,
Will not be complying with Regulation X unless the deposit
received from the lessee is in an amount which meets the
down payment requirements of the regulation."

Approved unanimously.
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