BOARD OF GOVERNORS o)

OF THE
- FEDERAL RESERVE SYSTEM
WASHINGTON v R-88l,
‘ ADDRESS QOFFICIAL CORRESPONDENCE
4 TO THE BOARD
. e
September 17, 1041
»
Deer Sir:
> ‘ - : At the reguest of hr. Williem A. Day, Vice
Cheirmen of the Presidents' Conference, I um sending
. you herewith s copy of the Second Report of the Committee .
on Handling U, S, Fostel Koney Orders, in order that you
may have an opportunity to review the report before the
next Presidents' Conference.
Very truly yours,
™
. E, L. Smead, Chief,
Division of Benk Operutions.
»
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September 17, 19L1

To the Conference of Presidents:

In its report dated July 1(-11, 19L0, the Standing Comr
miftee on Collections recommended that a committee be appointed by
the Conference of Presidents to discuss with the Fost Office Depart~
meﬁt the possibility of the Reserve Barks' handling United States
postal money crcers under the practice existing prior to August 1, 19%L,
whereby money orders for the first %0 days after issue could be presente-
ed to any postmaester for payment without fec, Under the practice exist-
ing since thet date, the Reserve Banks can not collect outrof-town money
orders at local post offices without payment of fees equal to those
charged for issuving the orders. This recommendation weas approved at a
meeting of the Conference of Presidents hold on September 27-28, 1940,
and the Committee appointed discussed the matier with the Post Office
end Treasury Departments on February 11, 1941,

The following recommendations cre conteined in the report,
dated karch 11, 19l:1, of the Committee on Hendling of U, S. Postai Voney
Orders: | |

"The Committec RECOLFENDS thet oll Federsl Re-
serve Banks advise their member end nonmember clecring
benks thet sfter . (= dote to be fixed
by the Conference of Fresidents) the Reserve Burks will
not accept for collection and credit, either as cash items
or as noncash items, any United States postal money orders

except those that are drawn on or issued by & post office
in a Federel Reserve Bank or Braunch city or Washington,
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D.C., including those drewn on or issued by & post i
office ir a city cdjacent to e Federsl Keserve Benkfor
Bronck city that can be cellected locelly by the Roscerve
Bank or Branch without the payment of & fee, Since the
purpose of money orders is to transmit small sums of
money to peyecs in designated places, your Compdttee be-
lieves thet the orders should be coll“ctﬁ from the
designated post offices by the puyees directly or through
their local barks. '

"The Committes also RECCMYENDS thet cll Federcl Re-
scrve Bunks send their rermber end nonmember clecring binks
o circuler lettcer advising them of the change in praetice,
the dote of issue and the effective date of the circuler
to be the same for sll Federel Reserve Bsmks. A suggested
uniform cireculer is ettoched. The circuler indicotes thot
all Federul Reserve Bunks cre tueking the seme sction re-
gerding the cecllection of postal noney orders end tlso indi-
cetes rather fully the reasons why the Federcl Reserve BanL
are discontinuing the handling of certein money orders,™

The sbove-nentiored reoport wes submitted c¢t the mecting of

Fresidoents held on ferch 17, 16h1, After considera-

discussior, the Cerference of Prosi

"VOTED thet the report on 'Hendlir: of U, S. |
Orders' be referred to Fresidents for
the Frosidents crc to send their views to the Chairmorn cf
the Conference, tnd thet if sveh views cre in efreement the
recawerdations of the repert be rade offective, but if
such views show substontiel difference action on the report
be telrn ¢t the next Confercrce of Fresiderts,”

Fostal Xoney

+the study, after which

The minutes cof the next fellowing meeting of the Conferernce

ents held on Jure 11, 1841, contein the following:

"Inasimck £§ no uniform agrecment wes obteined by
cerrespondence or the report of the Cornittee on Hundling
of U. S, Postel loney Orders, the subjec reviewed in
accordance with the resclution adopted by the Conference on

Kerch 17, 19L1, Aftér considerction it wes

Wi s
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VOTED that the substerce of the report be ce=
cepted ard thet the subjecct matted, together with
the corments, criticisms and suvggestions mede by
vericus Federal Reserve Bonks, be referred to the
Cormittee for revisior of the repert aré prescnte-
ticn te the next Presiderts' Conference fer fur-
ther ccrsidersticn,”

In reviewing the correspirdence received freom the Frosiderts
of the Federel Reserve Bunks with respect te the report, it wppeears
thut eight of the Rescrve Burks--Bostoen, New York, Richuond, Atlunte,
St. Levis, Minrceopclis, Kensos City ond Dmllas--&pprcve’the acepticr of
the Cormittec's reccmmendeticns without gualificatior, elthoupgh St.

Louis suggests « change ir the lest two paruagrephs of the uniform circu-

g
lar letter, cnd New York thinks the circular cern be improved. Two
Bunks-~Philadelphic und Sorn Fruncisco=-do nct suggest any chonge in the
repert but are rather inclined %o the viow thot the present proctice

should not be changed, Both of these Banks, however, believe that the
practice of the Reserve Banks shovld be uniform and ere willing to go

along with the other Federal Ressrve Barks if the Cémmittee's reconmenda=
tions should be adopted.' Cre Penk--Chicego--is in sympathy with the
Committee's recommendutions, but in view of presert punch-card experi-
ments being undertaken, does not want to meke any chenge ai this time.

The remsaining Benk--Cleveland--is opposed to meking any chenge in its
present practice snd votes against sdopting the Ccmmittee's recommendations.

. The Rescrve Banks thet seem to have some doubt abcut the

Cormittee' = recomrendations appesr to feel thet marber benks are being
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deprived of a service. While it is truc’ thet the banks which are now
collecting postal money corders thrcugh the Federal Reserve System would
have to meke other arrangements if.the Cemmittee's rccommendaticns

. MY 4
were adcpted, it is quite evident thuat the.present!service is being

~
m

rendered st the inconvenience of-the barks te which the maney orde
are being sent by the Reserve Bank?lfcr coIﬁeﬁéion,' It may be thet
fully as many benks are inconvenicnced by the collegtion of pestel meney
crders thrcugh the Federsl Reserve System es are benegfitted by the sor-
vice,

The conly suggesticns Wi}h respect Yo specific changes in the
Committee's report rclete to the circular letter which the Committee
recommiended be sent by all Federal Reserve Baéks to thelr member and

ronmerber clearing beriys, advising them of .the propesed chenye in
practice. The Committee has‘considered these suggestions énd reccrnends
that the sttached draft of ecirculer be substituted for the draft at-
tached to its March 1l:,19L1, report, While no other chenges in the
Committee's report of March 11, 16L1, are recomaended, the Commitiee
agein wishes to point out that the present prectice followed by the
several Federal Reserve Benls with respect to the collection of postal
roney orders is not uniform (sec statement aettached to Karéh 1, 1941,
report). If the recormendations of the Committez are not epproved by
the Conference of Fresiderts, it is suggested that the Uonference con-

sider wheth-r the method of herdling postel monscy orders should he made

. uniform or left to the discretion of c¢ach Federsl Reserve Bank,
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Should this report receive favorable consideration by the
Presidents! Conference,'it is suggested thet before the plan is put
into effect and member and nonmember clearing banks notified thercof,
formal approval of the Treasury Department be obtalned of the tentative
arrangements worked out between the Committec and the Treasvry.with
respect to collecting rioney orders deposited with the Federel EReserve
Banks by Government agencies and officiuls which ere not drawn on or
issued by postmeasters in Federel Rescrve Benk or Brench cities,

Respectfully submitted,

J. M, Rice

J. S, Walden, Jr,

E. L. Smead, Chairmen.
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FEDERAL RESERVE BArNK OF -

(Circular No. 0000)
, 1951)
COLLECTIOL OF
U. S. POSTAL LOKEY ORDERS

TO ALL MENBEF AED NONKELBER CLEARING BAKKS:

This is to advise that on and after ,19l:1, this Bank

.

end other Federcl Reserve Benks will not accept for collection from mermber
or nonmember claaring banks, <ither as cash or noncash items, eny postal money

orders thet are not drawn on or issued by @ post office in & Federal Reserve

Benl or Branch city, or Washington, D, C., &nd * . We will continue

after » e 191, to sccept for collection as cesh items money
orders thet are drawn on or issued fy post cffices in the cities referred to
above,

Consistent with the foregoing, direct sending member bonks end non-
member clearing benks should nct send te sny other Federal Rescrve Bonk, or
to eny Branch of ancother Faderal Rescrve Bunk, eny postal noney orders not
dravm on or issued by thc respeetive post offices ir the cities in which such
other Federel Reserve Burks or Brenches cre loceted.

For the inferration of member barks and nonmenmber clearing buarks we
quite below parcgraphs 1 erd 2 ~f sectior 1129 of the Pcetel Lawe urd Regule-
ticns, which secticr is contained in Title VIII, Chepter 3, entitled "Peyuent

of Domestic Money Orders"”.

* tch Federal Reserve Burloshould insert here the nemes of cities, if eny,
edjecent teo its head office end bronch eities on which roney corders cun
‘be cclleeted locelly by the Rescrve Benle or Branch without the puyment
of & fee,
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"Under such rules end regvletions as the Postmaster General
shall prescribe, postal money orders may be issued payable at
any money=~order post office, and on and after the date upon
which such rules and regulations become effective all money orders
shall be legally payable at eny money-order post cffice, although
drawn on & specified office; and as compensction for the extra
labor involved in paying & money order et en office other than that
on which the order is drawn the Postmaster Genersl is authorized
to exact & fee of the same amount &s that churged for the jssue of
the order (act of June 16, 193, Fublic, No. 366, 73d Cong.),

"2. An original domestic moncy order shell be pzid et its

full face velue if presented ¢t the office on which drawn or at the

office of isruec at any time within the period of its waelidity, -

which is 1 year from the lest day of the month in which issued, For

the first %0 days after issve any domestic meney order issued in

the continental United States (except Alaske), and drewn on an of-

fice locuted therein, mey be peid for its fuce velue, less the fee

prescribed by the lew quoted above, ot an office other thar thot of

issue or thaet cn which drown, provided the office at which present-

ed is located within the continental United States (except Alasks),"

Prior to Augvst 1, 193L, when the revised Regulotions of the Fost

Office Department became cffective, Federsl Rescrve Banks could collect wll
postal money orders vt their locel pest offices without the payment cf o fee,
rcgardless of where such orders were issued cr where they were payable. "hen
the Post Office Depeartment revised its Regulations to provide & fee for cash-
ing eny postel money order when prescnted wt un office other then thet of
issue or thet on which drawn, Federcl Rescrve Benks, as &« genersl rule, began
sendirg mcney orders not drewn on cr issued by postmasters in Federul Reserve
Bark snd Brerch cities tc member or pur nonmember ben'rs located st the points
en which the orders were drawn or ot which issucd &s cash items for collection
end reimttance. This practice hus not proven tc be entirely satisfactery
since mony member end par nonmember benks fecl that they cre entitled to meke

& eharge for their services in presonting the money orders tc their local post .
offices fcr pryment, cnd scre benks have declined tc handle pestal meney
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orders for the Federal Reserve Banls unless they are permitted to maske °
a charge for thelr services.

In view of these developments and since the payees or holders
of postal money orders can collect all of them from their locel post
offices, and such of them as are drawn on or issued by their local post
offices without the payment of prescribed fees, there is no adequate
reason why the Federcl Reserve Benks should continue to receive for col-
lection any money orders, other thin those (specified in the first pura=-
greph of this circuler) which cun be ceshed by the Federal Reserve Benks
themselves for th:ir member end nonmembter clearing benks free of fees

or other collection charges, -

President
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