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SW;ljeet: Comments by Federal Reserve Board with respect 
to recommendations made by governors of Federal 
Reserve Banks at conference with Federal Reserve 
:Board, November 19-21, 1919 .. 

Dear Sir·:-

The Federal Reserve Board concurs in the recOUJZI;endations made 
by the GQvemors of ths Federal Reserve Banks at a conference of GoYernors 
held. at Washington, November 19-21, 1919, as set forth in the attached 
memorandum, ~th the exception of the topics qnd recommendatians discussed 
be low. For ~he purpose ·of easy reference topics bear the same number as 
those in the attached memorandum. 

T9Pic 4· • SHOULD THE FEDERAL RESERVE BANKS CONTINUE TO ABSORB TWf 
ABRASION LOSS ON GOLD COIN? 

Voted, that the policy of absorbing abrasion of gold coin 
should. be continued, with special reference to Governor 
Calkins r report on the attitude of the Sub-treasury in San 
Francisco, and that the Federal Reserve Board be asked to 
secure the cooperation of the Treasury Department in seeing 
that $5 and $10 gold pieces are not paid ot&t by the Sub­
treasuries. 

The Treasury Department has been cooperating with the Board fot' 
sonetime past with regard t.o l the payment of golc., and the policy of tlle 
Treasury Department, including .Assistant Tr·easwers located outside of 
Washington, has been to disco~age tbe use of gold ciJins as a circulating 
medium, but in no case would gold be refused if derom.a.ed in redemption for 
currency ~r coupons payable in gold~ The T'-easury has agreed to suppletmnt 
previous instructions to the Assistant Treasv~ers with request that $5 and 
$10 gold pieces be not paid out, but that such gold paJID.ents be made in $20 
gold. pieces. 

Topic 5. TRANSIT OPERATIONS: 

(e) ·Transit Expense: 1n view of the fact that no 
uniform method has been adopted of determining transit 
expense, should not this segregation be abolished 1 
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~2~ ~1807 
varED, that in view oci' the fact that no uniform method has 

been adopted of determining transit expense, that the segregation 
be abolished. 

:117 

The Board hRs recently had under consideration the question of the de­
sirability of the seg:.:·egation of transit expense, and the J3oar.d 1s statistical 
division has been making an analysis of the reports 1:eceived from the Federal 
Reserve Banks, and has found that this segregation of expense is not being handled 
uniformly at the Federal Reserve Banks. The Boa.ro feels, however, that Federal 
Reserve Banks and branches should subdivide their expense figures to show sep­
arately the cost of operating the transit department, particularly where that 
department constitutes the maJor activity of a branch ·bank< It feels that such 
information would be valuable if calculated uniformly. 

. "/ 

It is, therefore, requested that you fotward to thf( Board a statement 
showing in detail the method followed by your :Bank in arriv:4lg at transH expense 
for your head office and branches, if any, as reported on form 96. It is the 
intention of the Board, after analyzing these reports, to prepare instructions to 
be furnished to all Federal Reserve Banks to be fo-llowed in determining transit 
department expense, so that this segregation ro.ay be made uniferm at all Federal 
Reserve Banks and branches. 

Topic 10 ADMINISTRATION PROBLEMS: 

. (f) Pension ;plans: 
( 1) Grollp insurance. 
(2) Disability and retirement allowances. 

VOTED, that, subJect 'to the approval of the Federal Reserve 
Board, the Pension Committee be authorized to carry out its 
recommendations. (The complete recommendation of the Pension 

·Committee will be found in the attached memorandum.) 

The Board approves the suggested action of the Fension Co~ttee, except 
that before any co~tment is made as to the employment of a committee of expert 
actuaries and pension specialists, the cost of the se:rvices of such experts shall 
be submitted to the :Board for approval • 

. Special Tgpic. QPESTIONNAIRE FOR USE IN OBT.AIN~NG INFORMATION REGARDING 
. INCOME AND EXPENDI~U~§ OF EMPLOYEES OF FEDERAL RESERVE BANKS: 

After consideration of the recommendations of the Governors (see attached 
memorandum) regarding the liuestionnaire for use in obtaining information rega:ro.ing 
income and expenditures of employees in Federal Reserve Banks, the Board has de­
cided to use the form of questionnaire furnished to Federal Reserve Banks in 
December, with a sUpplementary notice that the date should l!e changed tnroughout 
the form from December 31 to June 30, and that when the fonn has been filled out 
by an employee it should be returned to the Governor of the Ban.~t rather than to 
the Federal Reserve Agent. A s tateroent regat"'d.ing the work uniertaken by the 
Board 1S Division of Analysis and Research in compiling data for use in adJusting 
the salaries of employees of Federal Reserve Banks; together with a revised copy 
of the questionna~re to be answered by employees of Federal Reserve BanKs is 
published in the January Bulletin. 
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Topic l2 U.S. TREASURER'S ACCOUNT: 

(a) Can more prompt and dependable verifications 
and reconcilements be obtained 1 

VCYrED, that a committee of three/ be appointed 
( l from New York, 1 1 rom Chicago. 1 from Cleve land) 
to make a stud.r of this matter, come to \Jashingtun 
md meet proper officials of the Treasury to see if 
an improvement cannot be made in the present s-;stem. 

VOTED, also, that the Fea.era}. Reserve Boarc..i. be 
reriuested to send a letter to the Governor .jf each 
Federal Reserve BanK, as~ng that all questi~n9 of 
practice in the hand lin!;!; of the accounts of the 
Treusurer of the United States, vihich are causing 
difficulty, shall be submitted to the committee of 
accountants or auditors no·v.r a:ppointeo. from the C~1ic¢160• 

Cleveland r~ New York ~deral Reserve Be~, these 
~uestions to be addressed to the Federal Reserve 
Ban~ of New Yor1:. 

1.18 

Tb.e Board approves the above recomr.'lEmdations of the Governors and 
re~uests tha.t each Federal Reserve Bank forward 1 as soon as pOSi>i't le, to the 
Federal Reserve Bcnk of Ne· ... York a report covering the questions of practice 
in the handling of the accounts of. the Treasurer of the United States \·thich 
ure causing difficulty, to be used by tile comraitr;ee consisting of the auditors 
or accountants from the Federal Reserve Banl.o.s of Cn1ca.:;o, Cl.3VE?lanQ.. and· New 
York, in determining "'lays and menus of improving the methods and prc.ctices 
of handling the accounts of t:r ... e Treasurer of the Unitt::ci States. 

VOTED. t.1at. vvith the consent of the Feder~~ Reserve Board, 
u permanent secretary be selected, to "tJe pc.iu. by the tvvelve 
·~:;ank.s, to act r.:s secretary durin5 conferences and f9llow 
such matters as need m tention, incl.udin~ the a.igest of 
the stenographic re-port of each conference .. 

The Board does not 1elieve it necess~; to ~ppoint a permanent 
secret2ry of the Governors' conference e,t this time. Mr. 'il. ;; • Hoxtvn) who 
t.::-..s recently teen ap:9ointed to the Boe.rd 's st.::.:t f o,s Executive Secretary; will 
attend tile conferences uf Governors and is ·av;;.l.iL:iL le to fol.lou such mutters 
and recomrr..ende-tions of the conferences c.s way need .:··Gtention. 

Enc .. 
Very truly yuurs, 

Governor • 

Letter to Governors of all F.R. Bcnks, 
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January 21,1920. 

SubJect: Topics discussed and recomrrendations m8de ty 
Governors in conference with Federal Reserve Board, 
in Washington, November 19-21, · 1919 .. 

1_19 

There is given below the recommendations of the Govenlors of the 
Federal Reserve Banks on the topics discussed at the conference of Governors 
held in Washington, November 19-21, 1919. For convenience of reference the 
number of the page of the stenographic report on which the recommendation is 
given is shown. 

tropic 1 RESERVES: 

(a) The Federal Reserve Board is authorized to reclassify 
existing reserve and central reserve cities. 

Should this power be exercised 1 ~!~ if so, how? 
Should Congress be asked to amend Section 19 so as 

to require uniform reserves throughout the country, differen­
tials to be based on the various classes of deposit? 

VOI'ED, that it is the sentiment of the Governors of the Federal 
Reserve Banks t.nat questions relating to changes in requirements of reserves 
of member banks be held in abeyance for the present~ (Page -233) 

(b) Is there a demand for the payment of interest on 
reserve deposits, and should such a policy be considered? 

varED, that no consideration be given to the question 
of paying interest an reserVe deposits. (Pages 92-93) 

Topic 2. SHOUlD FEDERAL RESERVE BANKS EXERT .ANY INFLUENCE UPON THE POLICY 
OF MEMBER Bt-NKS IN THE .AMOUNT OF· INTEREST ALLOWED ON DEPOSITS? 

VOTED, that, while in the Judgment of the conference this is the 
proper function of the Comptroller of the Currency and the State Banking 
Commissioners, it is the belief that Federal Reserve Banks should exercise such 
remedial influences as in their judgnent occasion warrants. (Pages 99-100) 

Topic 3. SHOULD EFFORTS BE MADE TO INDUCE MEllff.BER BliNKS TO CONTINUE THE 
PROCESS OF SORTING AND DEPOSITING iOLD CERTIFICATES IN FEDERllL 
RESERVE BJ\NKS? 

VOTED, that it is the sense of the conference t~tt the present 
practice be continued. (Pr-Jge 104) 

Topic 4 • SHOUy> THE :FEDERAL RESERVE BANKS CONPINUE TQ MlSORB THE ABRASION 
• LOSS ON GOLD COIN? 
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VOTED, that the policy of asor1ing at rasion of gold coin should 
be continued, with speci::tl reference to Governor CalKins 1 report on the 
attitude of the Sub-treasl:lrer in San Francisco, ani that the Federal Reserve 
Board te asked to secl:lre the cooperation of the Trensury De:po rtment in seeing 
that $5 "'na. $10 2,0l.d pieces e.re not pn.id out by the Sut-trec.suries.(Pc,;e 106). 

Topic 5. TRANSIT OPERJ,T!ONS: 

(a) Jt.ethod of trentment of transit problems throue;h 
meetin3s of transit managers~ 

The conference sue,Jested t:O.c,t it was not desirable tnat Transit 
Manr-e;;ers i...e 6 iven the priifilet;,e of maKing recommendations to the Federal 
Reserve Board, except through tl1e Executive Officers of the Federal Reserve 
Banks .. 

(t) In the interest of more prompt presentation and 
payment of checks, should not nearby tanKs in given sections 
clear on each other directly, instead of t!rrough Federal 
Reserve Banks 1 Should tne Federn.l Reserve BanKS promote 
the es tab li shmen t of such local clearing houses 1 

VOTED , that in those districts where they have congested areas. 
and where the collection of checks can te fncilitated ty exchange amongst the 
different tc.nks, the si tuntion be studied by the Governors with u view to 
facilitating the collection of those particular items~ therety reducing the 
float. (Po.ges 481-482) 

(c) Collection of drafts, tills of exchange, etc. Should 
the collection facilities of the Federal Reserve BanKS be 
ex.tended to include collection of cor11rnercie.l p[per IilL.turing 
in Federal Reserve cities and trench cities, !3Ild credit given 
on d.?.te of maturity subJect to finn.l pL.yment? 

VOTED, that no octiQn be taken on this topic. (~_!±9lJ 

(e) Transit Expense: 
method has been adopted 
not this segregation be 

In view of the fact that no uniform 
of determining transit expense, should 
at olished 1 

VOTED, that in view of the fact that no uniform method has been 
adopted of determining trEmsit expense, the segregation te o.tolished. 
(Pages 491-492) 

(h) Discussion by Federal Reserve Bank of New York of 
desirability of curtailment or elimin~tion of practice of 
direct routing of items by member l:,anks to Feden1l Reserve 
Banks in other districts. 

VOTED , t~12.t action on this topic be deferred until the next 
cunference. (Pages 506-509) 
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VOTED. also, that the privilege of direct sending f.rom any 
Federal Reserve member to another Federal Reserve District be restricted to 
those cases who already have the privilege, and that they shall receive the 
approval of the Federal Reserve Bank ~o which 4irect sending is to be sent. 
(Pages 505-509) 

Topic 6. RELATIONS WITH STATE BANKS : 

(b) Fraudulent advert.isement or claim of' membership 
in Federal Reserve System. \Vhat means exist for preventing? 

.Y...QI:gQ, that it is the sense of the meeting that each bank 
should adopt such methods as are thought proper to suppress such practices~ 
(Pege 122) 

Topic 7- DISCOUNT RATES: 

(c) Calculation of interest at 365 days per year: 
Present practice is to compute interest on notes redis­
counted on basis of 365 days and on bills purchased in 
the open market at 3W days per year.. Should basis of 
calculation be uniform? 

Vai'ED, that no change be made in the method of computing 
discount. ·(P?ge 124) 

topic ~ CREDIT SITUATION: 

(c) Discussion of the complicated situation presented 
by the amendment to Section 5200 U.S.R.S. 

VOTED, that it is recommended that state banks; which are 
members of the Federal Reserve System, and national -banks, which are members 
of the Federal Reserve System, be put upon the sarre basis as to limitation of 
liabilities, under both the Reserve Act and the Revised Statutes, and that 
Federal Reserve Banks be put in a position where the limitation as to endors&" 
ment of bills sold shall apply the same, both When the bills are payable 
abroad and when they are payable in the domestic market, <r~eV21-!~) 

!opic 10. ADMINISTRATION PROBLEMS: 

VOTED, that a conference of representatives of the Federal 
Reserve :Sanks be called for the purpose of studying these matters and sub­
mitting a report.. (Pages 426-~) 

' 

(f) Pension plans: 
(1) Group insurance. 
(2) Disability and retirement allowances .. 

VOTED, that, subJect to the approval of the Federal Rese1~e 
Board, the Pension Committee be authorized to carry out its recommendations. 
(Pages~). 

The recommendation of the Pension Committee is as follONS! 
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http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



!rlSOT a 

' that if adopted udght p~ove unsound, recommends that steps 
be taken to secure the s~rv1ces of a committee of expert 
actuaries and. pension specialists, to advise with a committee 
to be appointed representing the Federal Reserve Board and the 
Federal Reserve Banks, and 1lhat such commit tees together 
shall work out the cost and an equit~le distribution of 
cost between the Federal Reserve Banks, ~ their officers 
and emp 1 oye s , and such other persons, if any, that it may 
be decided should be permitted to participate in co.ntribui• 
tions or benefits, of a pension and benefit fvnd that wi 1 
be self-supporting in perpetuity and embody in relative 
degree all of the benefits of the Canadian Bank plans, 
which are hereby recommended and provide ~.imum annuities 
of $6,000. That such Joint comrndttees be re~uested also 
to formulate and fur.nish complete plan of organization 
and operation.of such fund with due regard for the laws 
of several states, (taking such legal advice as may be 
necessary) that will provide for representation of em-
ployees and pensioners in the administration of the fund 
and establish valid contracts between the fur1d ani the 
contributor.s and beneficiaries. 

11 That such plan shall include provision for partici­
pation by employees of the Federal Reserve Board, if legally 
possible, and the Federal Reserve Agents and their staff, 
and employees in the fiscal departments of Federal Reserve 
Banks .. 

"That the expenses of the conmittees including reason­
able compensation for expert advisors and council be prorated 
among and paid by the Federal Reserve Banks. 

"It is also recommended that the plans of the Bank of 
Montreal and the Canadian Bank of Cornir..erce receive careful 
consideration) as in the opinion of this committee, they 
combined most excellent features which should be adopted by 
Federal Reserve Banlts. 11 

1_22 

The QUESTIONNAIRE was discussed and the following recommendations 
were adopted: 

1. That the questionnaires now d.istributed be withdrawn; 
2 .. That a new set of questionnaires be distributed to the clerks 

in the 12 Reserve Banks after salary adJustments are completed at the end of 
this year; 

}. That the instructions to the clerks shall provide that the 
~uestionnaire be delivered in sealed envelopes to tbe Governor of the Bank or 
to such officer as he shall designate; 

4. That the information contained in the ~uestionnaires be first 
made available to the officers of the Reserve Bank and that they shall then 
be delivered to the Federal Reserve Board for such analyses and tabulation and 
so forth as will be prepared by each Reserve Bank; 

5. That the questionnaire cover the period of the year ending 
December }lst next; 

6. That 
regulations; 

the questionnaire b.e reprinted to conform to the above 

7. That the fonn of letter of instructions addressed 
ployees which accompanies the questionnaires shall be uniform at 
reserve banks. (Pages 182.-183) 

to the em­
all "twelve 
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~ 'iopic 11. BRANCH BANKS : 

(a) Published Comparisons of Branch Operations and Expenses; 
Inasmuch as statistics affol'd no opportunity for cor::va:dson 
unless the functions and operations are comparable should they 
not be subjected to analysis or be discontinued7 

(b) .Advisability of conference of branch bank managers 
to study problems of branch bank operations. 

i23 

VOTED, that, before the next Governors 1 Conference, the manager of 
each of the branches be asked to submit a list of i:lter;_district CJ!lestions 
affecting the operation of the branches and matters of uniformity of operation, 
to the Governors of their respective Federal Reserve Banks) together with 
recommendations on these subJects, to be considered by the Governors at their 
ne~t regular conference, and that these recomrrendations be sent to Governor 
Fancher to :pr~pare & pnog:r.amrupon those matters submitted4 (Pages 191--192) 

Topic l2 U.S. TREASURER 1S .ACCOUNT: 

(a) Can more prompt and dependable verifications arrl 
reconcilements be obtained? 

VOI'ED, that a committee of three be appointed ( 1 from New York, 
l from Chicago, l from Cleveland) to make a study of this matter, come to 
Washington and meet proper officials in the Treasury to see if an improvement 
cannot be made in the. present system .. 

VOTED, also, that the Federal Reserve Board be requested to send 
a letter to the Governor of each Federal Reserve Bank, asking that all 
questions of practice in the handling of the accou.l'lts of the Treasurer of 
the United States, which are causing difficulty, shall be submit~ed to the 
committee of accountants or auditors now appointed from the Ci1icago, Cleveland. 
and New York Federal Reserve Banks, these questions to be addressed to the 
Federal Reserve Bank of New York. (Page 196) 

T9Pic 14. ABSORPTION OF EXPENSE BY FEDERAL RESERVE B.ANKS: 

(b) In view of large earnings of Federal Reserve Banks, 
would it not be well to furnish poatage and pay all express 
and postage charges for member banks, covering their trans­
actions with Federal Reserve Banks? 

VOI'ED, that no action be taken on this topic. (P..@:&.e 211) 

Topic 16. CuNTROL OF FOREIGN E.XCH.ANGE TRANS.J.\_CTIONS TO PREVENT 
DISHONEST BANKING PRACTICES. 

VOTED, that this topic be referred back to the Treasury without 
action. (Pages 361-:-.l§;U 

Topic lS. FEDERAL RESERVE TELEGRiiPHIC COD.~. 

VOTED, that the sub-cormdttee of the leased wire committP-e be 
authorized to proceed at once with the preparation of a code for use be tween 
the Federal Reserve Banks; and, as soan as possible, another ~ode for u~e 
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..... 
between the rr.eniber banks and Federal Reserve :Sanks6 (I_>ages 312-373) 

Topic 19~ ST.f'J\JD.ARD FOm1S FOR J.LL FEDERAL FlES~VE :B.ANKS. 

VarED, that a committee of three be appoj.n.ted ( l from New York, 
1 from Cleveland, 1 frorn Chicago), charged with the duty of perfecting a 
standardization of the forms which are used between the twelve Federal Reserve 
Banks. (Pages 374--375) 

- - - - - - - - - - - - - - - - - - - - - - ~ - - - - -
WEJ?.., that a resoh\t).on be sent to the Fuel .Administratbr request­

ing that cotton seed .oil :plants be :placed on :preferential list to receive 
coal. (Pages 351-·:.1~2) 

· VC1l']J!, that Mr. Renzel shall be made respom~ibJ.e for starting the 
procedure required as the result of the meeting. (~1{9) 

V<YrEJ~>., that, wHh the consent of the Federal Heserve Board, a 
permanent sec:-etary be sele0ted, to be paid. by the t.w~lve ban-KS: to act as 
secretary during co1Jfe-..·en:~e~ and follow such matters as need. attention, 
including the digest of the stenographic report of each conference. (Pa_ge 38~J. 
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