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. ADDii&•• D"I'IGIAI. ®litt&a-NDtlti'Rtll: 
TD THC HM.O . 

. Dear Sir: 

It is rioted from the rd.nutes of tbe meettiac r;,f tal6. Conter­
eace ot Presidents on October 24-25, 19:58, that ·•• tlijorivor 
tboae present acreed that the Con.terenc:e eb0u:l4 .ahere to tbe posi­

. tibn taken by· it at 1 ts meetiDc Oil Septe!llber 201 .~, on prrQposed 
. steps. to prevent tbe abuse by member baU.a of tbe ot.tn'enq 110rting 

.tacU1 ties of the Fedezoal Reserve backs. 'the action ot :the Presi-
dents 1 CQI'lferonce, a.t 1 ta ~~eetinl on ·September 20, · •• reCorded in 
the minutes o.t the meeting was ae follows: 

nrt was the sense of the Conference that through the d'torts 
of the individual Fedt:ral reserve baaka AnT ~ abuse 
of their currency sorting facilities has beenalreacV" 
minimized and that each bank should coAtiAue to ~iS.cit 
the cooperatiOI.l of its IM!Iber banks in eUIIWiatiD& or 
BlOdit)'ing such pactices as reaul t in ~ble de­
mands upon, or 1.mwvranted e:xpese to, the~~ re­
serve banks~ 'lhe -.Joriv ot those preseat ex~ 
the opinion, .buecl upon the experionce ot ;tl,teir banks 
~negotiating witA ~~eillber banks respectJ.nc'.~Wa·p!\obltJ~~, ·. 
that the adopticm o.t an,y arbitr&17 rulo, ~;- tha.t 
contemplated in the JjlOtion otfered to the ~~t«Jetilsf, would 
be inadvisable, aa tending to anta&Oftiae .-lMtr ,~e, 
and would be wmecessar.y !n view of. the pJ"otre•• al.re&d7 
made and the rurther progresa wbich 1111pt. ~ably be 
expected to be made through tbe etforta ot the vario\ls 
Federal reserve banks. It was also tile ,opi.n101l ot 1101te 
ot those present tb&t there IILibt be v&1-14 ob.fectlone, 
on legal grounds to a rule which . prob!bi tect ~ b~Wcs 
from depoai ting currency. ill their discretion, wl th 
Feder~l reserve banks." 

The Board hae carefull.T roviewed this sul)J.-,ct an4 . tile prog­
ress tbat bas been made so .tar af set tol"th ·l:v·· tho Co-.ttee on Free 
Services in its report dated June 8, 1938• It appee.r·s tro11 the date 
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shown in the Committee's report and in the letters received from the 
Federal Reserve banks in response to the Board's let~er R-319 of Oc­
tober 7, 1938, that some Federal Reserve banks have been much more 
successful than others in reducing to a minimum the existing abuse 
by individual member banks of the currency facilities of the Federal 
Reserve banks, and particularly the practice resorted to b,y some mem­
ber banks of depositing currency in the evening and drawing out cur­
rency needed the next morning, thus using the Federal Reserve bank 
as a.sorting agency for their currency• 

38? 

The Board feels that the Federal Reserve banks should continue 
their efforts toward an elimination of abuses of their currency facili­
ties by individual member banks. The results of the currency studies 
made by the Committee on Free Services appear to have been very helpful, 
and the Board would appreciate it if the Committee ~ould again review 
this subject not later than the spring of 1940, 

Very truly yours, 

Chester Morrill, 
Secretary. 

TO THE PRESIDENTS OF AU. FEDERAL RESERVE BANKS. 
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