BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-522

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 1, 1942

Dear Sir:

In the Board's letter of December 10, 1941 (S-403),
the request was made that aggregate par values of Government
securities as reported in the new left-hand column opposite
item 1 in Schedule B be included in the preliminary summa-
ries of asset items submitted within three weeks af'ter calls
are made.

bue to numerous apparent errors made by member
banks in showing par values of Government securities on the
December 31, 1941, reports of condition, you were notified
by wire on January 14 that the information requested in the
last paragraph of the letter need not be reported at all
for national banks and might be reported for State bank
nembers following verification.

Purther consideration has been given this matter,
and unless and until otherwise advised it will be unneces-
sary for you to furnish the figures showing par values of
Government securities requested in the last paragraph of
the Board's letter of December 10,

Very truly yours,

s

L. P. Bethea,
Assistant Secretary.

TC THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS
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FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
O THE BOARD
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Dear Sir:

The War Production Board and the Office of Price Administra-
tion have indicated a need for monthly information regarding department
store stocks by departments. To provide such information, the Board
has been asked to change the present reporting system from a quarterly
to a monthly basis. We should like to aid these agencies in obtaining
the desired information. It is contemplated that the collection of
monthly data would begin with sales during June and stocks as of June
30. Instructions relative to the collection of monthly data and the
transmittal of reports to the Board are attached.

Members of the Board's Division of Research and Statistics
have met with representatives of the interested war agencies and have
discussed with them the need for such statistics, their use, and the
best methods of obtaining them. These agencies have the authority, as
a matter of law, to recuire such reports as they may need in the per-
formance of their duties. They agree, however, with our view that it
is preferable to make use of the arrangements already established by the
Reserve Banks for collecting these data and believe that information
thus obtained will adeyuately serve their present purposes. Collecticn
of the data through the Reserve System would afford the reporting stores
an opportunity to continue making their reports on a voluntary basis
and through the familiar channels of an agency that has had long expe-
rience with the problems of gathering and interpreting this kind of in-
formation. All leading department steres should report these data and
it is believed that if this situation is properly understood full co-
operation will be obtained.

As in the past, it is contemplated that the information will
be made available outside the System only in such form as will not dis-
close the figures for individual stores, and the System will not be
called upon to engage in any policing activities on the basis of the
department store inventory reports. The purpose of the monthly figures
is to provide responsible war agencies--particularly those concerned
with civilian supply and nrice controls--with more current and detailed

http://fraser.stlouisfed.org/
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information for use in the formulation and administration of policies
for which those agencies will be fully responsible. If, in the future,
the need for individual store reports arises, the entirs matter will
be reconsidered, particularly the question of Federal Reserve partici--
pation in such a collection system.

In view of personnel losses and the increase in statistical
work at the Reserve Banks becauce of war conditions, it may well be
that clerical and perhaps other additions to the Banks' statistical
staffs will be necessary. Inasmuch as this and other recently inau-
gurated projects secem essential at this time, provision should be made
to insure that they are carried out as promptly and as efficiently as
possible., If increases in the budget for your statistical and analyti-
cal department are necessary, we shall be glad to consider them as soon
as thoy are submitted. :

Futurez correspondence relating to this inquiry should be ad-
dressed to the Division of Research and Statistics.

Very truly yours,

{fﬂa e /7”)&1&;6(

Chester Morrill,
Secretary.

Enclesure

10 THE PR&ECIDENTS OF ALL FEDERAL RESERVE BANKS
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DEPARTMENT STORE SALES AND STQCKS, BY DECARTMENTS

Instructions for Collection of Monthly Data

The War Production Board and the Office of Price Administra-
tion have decided that for their work they will need to have figures
monthly that show both changes from a year ago and changes from the pre-
vious month. It seems to us that the most practicable way to meet these
regquirements is to collect reports on an identical stor:s basis rather
than getting in as many reports as possible each time as has been done
in the past. The war agencies have agreed to sccept data for a swmailer
number of stores if necessaiy in order to cbtain the comparable month-

-to-month [igures that they need. They would, however, like to have the
sample made as comprehensive as possible and feel that all leading de-
partment stores should czooperate.

Collection of reports on this basis should bs begun to cover
sales during June and stocks at the end of June. In regard to the data
to be requested from stores, we believe that it would be adegualte to re-
quest only data for the current month and the corresponding month a year
ago, as after June figures for the previous month can presumably be ob-
tained from records previously sent in.

The war agencies have agreed not to ask for iday data but they
would like to receive April figures comparable to those reported for
June. If, therefore, your report for Juns dees not include all stores
that reported in April, will you please send us also a retabulation of
April figures covering only those stores included in the June report.
Or, if additional stores of importance can supply both April and June
figures, we should like an April report including them.

Concerning the manner in which data should be reported to us,
Form F.R. 576, that we sent you prior to the April 30 survey, can still
be used, It is imperative, however, that the same stores be included
each month.

Concerning the number of departments to be covered, some Banks
have in the past been using the shorter form of report used for report-
ing departmental sales only. This was satisfactory to the war agencies
when the quarterly survey was first begun but it now appears that they
would like to have the Llonger form used in each district with figures
shown for as many individual departments as is possible, even though the
sample for some departments may appsar to be guite limited., In all to-
tals and subtotals, howsver, please include figures for additional stores
that are not able to provide departmental renorts in complete detail so
that we can continue publication of 2 monthly report at least as de-
tailed as that now compiled.
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With the inauguration of this new report, there will, of
course, be no need for continuation of the separate report on sales by
departments sent to us formerly as we shall begin publication of a new
report based on the data received covering both sales and stocks.

Our letter of July 1, which is attached, may be taken as a
guide in infurming the stores in your district of the need for the above
changes in the renorts that are obtained from them.

July 1, 1942.

Digitized for FRASER )
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TELEGRAM
July 2, 1942

(Addressed to the Presidents of all Federal Re-
serve Banks)

Item 5 in Group A, section 13(a) of Reg-
ulation W includes batteries and accessories for

{rucks and busses.

(Signed) L. P. Bethea

S-524



.
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

TELEGRAM

July 3, 1942

(Addressed to the Presidents of all Federal Reserve
Banks)

Boy Scouts of America and Y.M.C.A. are ex—

empted under section (1) of Regulation W.

(Signed) 1. P. Bethea
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July 3, 1942

Dear Sir:

Reference is made to the Board's letters of April 17, 1942
(R-975) and May 2, 1942 (R-981). There are enclosed copies of Forms
. F. Re 577, 577a, and 579, which have been revised in the light of sug-
gestions developed at recent conferences held between members of the
Board's staff and representatives of the War and davy Departments and
the Maritime Commission. A supply of each form is being forwarded un-
o der separate cover,

Forms F. R. 577 (

partments)

* 1. Gunarantee numbers on Form F. K. 577 or 577a reports
should be the sawe as those assisned to the corresponding
guarantees. Your Bank should assign the guarantee numbers to
guarantees executed on behalf of the War Department and the

v Maritime Commission. The Navy Department will assign guaran-

tee numbers when issuing authorizations for guarantees., If

numbers heretofore used on Form ' K. 577 reports do not con-
form to the above-described procedure, rlease submit to the

Board in duplicate a separate list for each agency showing the

name cf borrower, serial number on Form F. R. 577 as submitted,

and the number assigned to the corresponding guarantee. The
numbers of the guarantees will then be inserted by us on the

. corresponding reports on Form F. K. 577.

Maritime Commis

2. A report on Form F. R. 577 or 577a should be submitted
for each loan made by your Bank under Section 13b of the Federal
Reserve Act that is guaranteed by the War Department, Navy De-
¢ partment, or the Maritime Commission. Only one report need be
made for each guarantee even though the loan is not to be ad-
vanced in full at one time.

3. Branch of service chiefly concerned. This item need
be filled in only on reports of loans guaranteed by the Viar De-
partment and should show the branch of the service, such as

Dtgitjd
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€ Ordnance, Chemical Warfare, etc. for which, either as contractor
or subcontractor, the contractor  has the greatest dollar volume
of contracts. If the Bank has difficulty in obtaining such in-
formation, it will be obtained for the Bank by the liaison offi-
cer.

4. Amount of loan. The amount of the loan should be re-
ported as the maximum amount of credit that under the guarantee
agreement may be outstanding at any one time.

5. Final maturity of loan. In case the final maturity of

the loan is indefinite because repsyments thereof are to be made
: out of payments to the borrower on the contract, a statement to
- that effect should be substituted for final maturity date.

6. Commitment fee, if any. This item on revorts of loans
guaranteed by the War Department or Navy Department (Form 577a)
should show what comnitment fee, if any, is charged the bor-
rower by the financing institution.

Form F. R. 579

. 1. Separate reports should be submitted for War Depart-
mant, Navy Department, and Maritime Commission guarantees and
should include loans outstanding at the end of the preceding
month (colum 6) even though no amount is outstanding at the
end of the report month (column 7).

2. Colum 4. The amount in column 4 should be the amount
of credit in use by borrower on date of report plus any addi-
tional amount then available to borrower under the guarantee

M agreement.,

3. Columns 5 and 8. The amounts to be entered in columns
5 and 8 should be derived by multiplying the amounts in columns
i 4 and 7 by the guarantee percentage (column 3) stated in the
guarantee agreement or by such percentage as modified by action
taken under Section 5 thereof.

Very truly yours,

> L. P. Bethea,
Assistant. Secretary.

Enclosures 3

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 5-527

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 6, 1942

‘Dear Sir:
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This refers to the Board's letter of May 28,
1942 (S-496) with regard to the program for enforce-
ment of Regulation W. In this connection, the Board
has been advised by the Federal Deposit Insurance Cor-
poration and the Comptroller under dates of June 29
and 30, 1942, respectively, that the two agencies will
cooperate in the enforcement program along the lines
suggested in the Board's letters to these two agencies
dated June 12, 1942, of which copies are enclosed.

Very truly yours,

%AX&/ Y ) lp

Chester Morrill,
Secretary.

Enclosures 2

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS,
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June 12, 1942

Honorable Leo T. Crowley, Chairman,
Federal Deposit Insurance Corporation,
Washington, D. C.

Attention Mr. Francis C. Brown
Dear ilr. Crowley:

The Board has recently adopted a comprehensive program for
the enforcement of Regulation W which it issued nursuant to the au-
thority contained in the Executive Order issued by the President on
August 9, 1941 (Fedsral Register, August 13, 1941, page 4035). For
your information in this connecticn, there is enclosed a copy ol a
letter dated iay 28, 1942 which the Board has forwarded to the Pres-
idents of all the Tederal Reserve Banks, together with an outline of
the enforcement program. In view of bthe interest of the Department
of Justice in matters of this kind, this program has been cleared by
the Board with that Department. In this connection, there ic enclosed
a copy of a letter the Boarcd has received from the Devartuent of
Justice, together with a copy of a circular which that Department
has sent to all of its United States Attorneys.

In order to avoid duplication oi steps to discover viola-
tions of the regulation, the Board would liike to have the cooperation
of your Corporation with respect to auy violations which may occur
in nonmember insured banks and Federal Credit Unions. Specifically,
we would like to have the cooperstion of your Corporation along the
following lines:

1. Take such steps as you deem appropriate in the exami-
nation of such institutions to determine whether viola-
tions of Regulation W exist;

2. I violations are discovered which in the opinion of
representatives of your Corporation are inadvertent,
take steps to obtain correction of the violations along
the lines which it is contemplated will be taken by the
Federal Reserve Banks in similar circumstances under
section IIA of the enclosed outline of enforcement pro-
gram; and

3. 1If violations are discovered which in the opinion of

representatives of your Cornoration are apparently
willful and steps should be taken to determine whether

org/

Federal Reserve Bank of St. Louis
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penalties should be prescribed, report the facts in
the case to the Federal Reserve Bank of the district
in which the apparently willful violation occurs.

In carrying out the above program, we would like to have
representatives of your Corporation and appronriate representatives
at the various Federal Reserve Banks maintain close informal contacts
in order that the Federal Reserve Bank representatives may be of all
possible assistance to you in your cooperation with use in this mat-
ter.

For your information, the Compiroller of the Currency has
been requested to cooperate with the Board in the enforcement of
Regulation W in so far as national banks and Credit Unions subject
to his supervision are concerned. We understand informally that the
Comptroller's cooperation will be along the lines of the above and
expect to receive formal advice to that effect from the Comptroller.

Very truly yours,

(Signed) Chester MMorrill

BEaclosures
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Federal Reserve Bank of St. Louis



13

. ; BOARD OF GOVERNORS
sy, : OF THE
. Seila, FEDERAL RESERVE SYSTEM

WASHINGTON 8‘496

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

May 28, 1942

Dear Sir:

Under date of October 10, 1941 (S-368), the Board wrote you
with regard to obtaining corrsctions c¢f apparent violations of Regula-

. tion W. It was assumed that most violations were the result of inad-
vertence or misunderstanding as to the meaning of the provisions of the
regulation.

Since that time many Registrants have had an opportunity to
familiarize themselves with the reguiation and there may be instances
where violations are willful rather than the result of inadvertence or
ignorance. The Board feels that it has a responsibility to provide
such a program of enforcement as will bring about general compliance
> with the requirements of the regulation and in scme degree prevent will-

ful violations. To this end, the Board has approved a program of en-

forcement, o copy of an outline of which is ¢nclosed. Certain parts

of the program call for action bty the various Federal Reserve Banks,

- and it is requested ‘that your Bank proceed in accordance with this pro-
gram.

. After consultation with representatives of the Department of
Justice it has been decided that, for the present at least and in the
absence of exceptional circumstances, violations will not be reported
to the Department of Justice in the first instance. However, in cases
where the circumstances warrant, proceedings will be instituted, as
set forth in the outliine, to determine whether or not the Registrant's
s license should be suspended. The Board may wish to bring some of the
cases in the latter category to the attention of the Department of
Justice for possible prosecution by that Department. At the present
time, however, it is desirable that every effort be made to secure com-
pliance on the part of persons having obligations under the regulation,
and it is contemplated that criminal action will be taken only in cases
involving wiliful and aggravated viclations.

S VICTORY In connection with subdivision II(B) of the enclosed program
3 relating to proceedings for suspension of license in the case of will-
BUYful violations, it is contemplated, of course, that if any case should

STATES
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be discovered where the failure .of a person subject to Regulation W to
comply with the registration requirements of the regulation is apparent-
ly willful, you will make a full report of the facts in such case to the
Board in order that it mey bring the case to the attention of the Depart-
. ment of Justice.

With respect to subdivision I(A)(3) of the enclosed program
relating to solicitation of the cooperation of local supervisory agen-
cies, it is suggested that your Bank not take steps to work out a pro-
gram with such agencies until thes Board has reached agreement with the
Federal Deposit Insurance Corporation, the Comptroller of the Currency,
etc., with respect to their cooperation as mentioned under subdivision
I(A)(2). 1In this connection, it may be mentioned that it is contem-
plated that in our contact with the National Associztion of Supcrvisors
of State Banks we will solicit their cooperation at this time only as
to banks. However, it is believed that in a number of States the bank
supervisory agency also superviscs and examines other classes of lend-

. ers subject to Regulaticn ¥. We will advise you as soon as practicable

as to the agreements we have reached with the Federal Deposit Insurance

Corporation, the Comptroller of the Currency, etc., and in the meantime

you may wish to contact the bank supervisory agencies and any other sim-
ilar agencies in your district to determine what lenders subject to Reg-
ulation W other than banks come under their jurisdiction.

The Board desires to empheasize that the enclosed program of
enforcement is not intended to diminish in any wey the educational ac-
. tivities of your Bank with rcgard to the requirements of Hegulation W
through trade associations, Better Business Bureaus, the press, by fur-
nishing speakers to interested groups, or by any other appropriate means.

- Very truly yours,

Chester Morrill,
Secretary.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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OUTLINE OF ENFORCEMENT PROGRAM UNDER REGULATION W

I. Detection of Violations

. A, Lenders:

1. It shall be the primary responsibility of the Federal Re-
serve Banks to detect violations by State member banks
through the usual process of examination of such banks
and through spot checks to detect violations by other
lenders not periodically examined by recognized State or
Federal supervisory agencies. Such spot-checking shall
be conducted as outlined under I-Bbelow.

2. The Board will undertake to obtain the cooperation of
supervisory agencies having authority of national scope
in detecting violations by institutions under their ex-

« aniination and supervision, such agencies including-—-—

a. Federal Deposit Insurance Corporation
b. Comptroller of the Currency

c. National Housing Agency

d. Farm Credit Administration

The Board will also undertake to obtain the cooperation
of the National Association of Supervisors of State Banks,

Any such cooperation will be solicited along the lines of
that which has been obtained with respect to violations
of the Board's Regulation U, with such modifications of
procedure as may be appropriate to conform to this pro-
gram,

3. The Federal Reserve Banks will solicit the cooperation of
supervisory agencies having authority of local scope in
detecting violations by institutions under their examina-

. tion and supervision. Each Federal Reserve Bank, with
the assistance of its counsel, will ascertain the local
supervisory agencies regularly examining and supervising
those lenders subject to Regulation W.

B. Vendors:

1. The various Federal Reserve Banks will for the present
spot check extensions of credit by vendors, each Federal

Dtgitized for FRASER
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Reserve Bank exercising its own discretion as to the
number of checkers or investigators it will engage,
their qualifications and training, the size of sample
of vendors to be investigated, and the methods and

“ scope of investigation. The Board suggests, however,
that each Federal Reserve Bank make a real effort to
spot check a representative number of vendors- that
may be subject to Regulation W. Any such investi-
gator should be furnished with appropriate creden-
tials by the Federal Reserve Bank he represents. The
investigator's report should follow such form as is
suggested by the following outline:

. a. Name of the Federal Reserve Barnk.

b. Name, address, and character of the business in-
vestigated and whether registered.

c. Date of investigation.
d. Name of investigator.

e. Scope of investigation (including procedure in
spot~checking, number and types of transactions
reviewed and for what calendar period, whether
there was a review of Statements of Borrower,

. Statements of Transaction, and Statements of

Necessity, etc.).

f. List of violations disclosed and as to each whether
in the investigator's opinion it was apparently
willful or inadvertent.

g+ A complete detailed statement of facts of each vio-
lation.

h. Corrections, if any, obtained as a result of the
investigation. '

. i. The attitude of the business executives toward the
regulation in general and toward the alleged vio-
lation in particular,

Je Other comments of the investigator.

II, Ireatment of Violations after Debection

Consideration will be given in this section only to violations
¢ discovered by the Federal Reserve Banks. In negotiations with
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other supervisory agencies, an attempt will be made to have
their treatment of violations conform generally to the treat-
ment of violations discovered by the Federal Reserve Banks.

A, Inadvertent violations:

17

1. If in the opinion of the Federal Reserve Bank the vio-

lation was inadvertent, the Reserve Bank will--

a. Take appropriate steps to bring about, if practi-
cable under all the circumstances, a correction
of the contract in accordance with the regulation;

b, If the circumstances warrant, make further in-
vestigations from time to time to determine whether
other violations occur; and

¢c. Furnish the Board, -when requested to do so, with
reports showing inadvertent violations and the cor-
rections obtained.

B., Willful violations:

1. If, in the opinion of the Federal Reserve Benk, a viola-
tion was apparently willful and proceedings should be
instituted to determine whether the Registrant's license
should be suspended, the Federal Reserve Bank will--

a. Prepare a full report of the facts disclosed by its
investigation;

b. Forward one copy of such report tc the Board with
its recommendations; and

c. Take no further action against the apparent vio-
lator until directed to do so by the Board.

2. If the circumstances warrant, the Board of Governors will

Digitized for FRASER
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direct that a hearing be held at the Federal Reserve fank
to determine whether or not the Registrant's license
should be suspended. In connection with any such direc-
tion, the Federal Keserve Bank will be furnished with
full instructions as to the conduct of the hearing. In
general, it is contemplated that the hearing will bes con-
ducted by a trial examiner selected for the purpose but
independent of the Federal Reserve Bank and that the evi-
dence of the violation will be presented by counsel and
other representatives of the Federal Reserve Sank.
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DEPARTMENT OF JUSTIGE
Washington, D. C.

May 27, 1942

Mr. Chester Morrill,
Secretary, Board of Governors,
Federal Reserve System,
Washington, D. C.

Dear Mr. Morrill:

This will acknowledge your letter dated May 22, 1942,
with the enclosed documents, in which you ask to be advised
whether this Department has any objection to the provosed out-
line of enforcement of Regulation W, relating to Consumer Credit,
as set forth therein.

The Criminal Divigion is in accord with the proposals
set forth in your letter, and assures you of its cooperation in
your program to secure compliance from persons having obliga-
tions under the Regulation whenever possible without the insti-
tution of criminal proceedings.

A circular letter is being sent to all United States
Attorneys requesting that no proceedings should be instituted
in cases involving violations of Regulation W without prior au-
thority from the Department. In this connection, it is requested
that there be furnished to the Criminal Division four hundred
copies of Regulation W, as revised effective May 6, 1942, for
distribution toc the United States Attorneys and a similar number
of the Federal Reserve circular outlining the Board's proposed
policy with reference to the administration and enforcement of
the Regulation. '

Respectfully,
For the Attorney General,
(Signed) Wendell Berge

WENDELL BERGE,
Assistant Attorney General.

http://fraser.stlouisfed.org/
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. DEPARTMENT OF JUSTICE
Washington, D. C.

\ May 29, 1942

CIRCULAR NC. 3567
Supplement No. 1
TO ALL UNITED STATES ATTORNEYS:
Subject: Vidlaticns of the Regulations pertaining to Consumer Credit.

Section 95(a), Title 12, United States Code (Section 5(b)

Act of October 6, 1917).

There are transmitted herewith copies of Regulation W of the
Boerd of Governors of the Federal Reserve System, as revised effective
May 6, 1942, entitled "Consumer Credit" and promulgated in accordance
with Executive Order No. 3843 dated August 13, 1941 (Fed. Reg. august
13, 1941 p. 4035).

In view of the policy of the Federal Reserve Board as stated
in its "Outline of Inforcement under Regulation W" a copy of which is
énclosed herewith, it is reguested that any apparent violations of Reg-
ulation W which come to your attention be submitted to the Federal
Reserve Bank or branch in the district in which the appsrent violation
occurs for disposition in accordﬁnce with the above program, and that
no prosecutions for violations of these Regulations be instituted with-
out the prior authority of the Department.

FRANCIS BIDDLE
Attorney General
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S-57-d
June 12, 1942

Honorable Preston Delano,
Comptroller of the Currency,
Washington, D. C.

Attention Mr. J. Louis Robertson
Dear Mr. Delano:

The Board has recently adopted a comprehensive program for
the enforcement of Regulation W which it issued pursuant to the au-
thority contained in the Executive Order issued by the President on
August 9, 1941 (Federal Register, August 13, 1941, page 4035). For
your information in this connection, there is enclosed & copy of a
letter dated May 28, 1942 which the Board has forwarded to the Pres-—
idents of all the Federal Reserve Banks, together with an outline of
the enforcement program. In view of the interest of the Department
of Justice in matters of this kind, this program hes been cleared by
the Board with that Department. 1In this connection, there is en-
closed a copy of a letter the Board has received from the Department
of Justice, together with a copy of a circular which that Department
has sent to all of its United States Attorneys.

In order to avoid duplication of steps to discover viola-
tions of the regulation, the Board would like to have the cooperation
of your office with respect to any viclations which may occur in na-
tional banks and Credit Unions subject to your supervision. Specifi-
cally, we would like to have the cooperation of your office along the
following lines:

1. Take such steps as you deem appropriate in the exami-
nation of such institutions to determine whether vio-
lations of Regulation W exist;

2. If violations are discovered which in the opinion of
representatives of your office are inadvertent, take
steps to obtain correction of the violations along

~the lines which it is contemplated will be taken by
the Federal Reserve Banks in similar circumstances
under section IIA of the enclosed outline of enforce-
ment program; and

3. If violations are discovered which in the opinion of
representatives of your office are apparently willful
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and steps should be teken to determine whether penal-
ties should be prescribed, report the facts in the
case to the Federal Reserve Bank of the district in
which the apparently willful violation occurs.

In carrying out the above program, we would like to have
representatives of your office and appropriate representatives at
the various Federal Reserve Bahks maintain close informal contacts
in order that the Federal Reserve Bank representatives may be of all
possible assistance to you in your cooperation with us in this mat-
ter. )

For your information, the Federal Deposit Insurance Corpo-
ration has been requested to cooperate with the Board in the enforce-
ment of Regulation W in so far as nonmember -insured banks and Federal
Credit Unions are concerned. We understand informally that the Cor-
poration's cooperation will be along the lines of the above and expect
to receive formel advice to that effect from the Corporation.

Very truly yours,
(Signed) Chester lMorrill

Chester Morrill,
Secretary.

Fnclosures

(NOTE: The enclosures with this letter were identical to those with
the letter to the Federal Deposit Insurance Corporation.)
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S-528

TELEGRAM

July 6, 1942

(rddreszed to the Presidents of all Federal Reserve Banks)

Board hes been askeG whetlier under Regulation W a
Registrant may :make an instalment loan with & maturity of
twelve months to retire a charge account arising in whole or
in part from the sale of a listed article, if the Registrant
accepts a Statement of Necessity in accordance with the provi-
sions of scction 10(d). The asnswer to this question is that
the loan may have & maximum maturity of twelve months from the
date of the loan whether or not the charge account was in de-
fault under the provisions of ssetion 5{(c).

Board has alsc received an inguiry as to the maximum
maturity of a2 single-payment loan tc retire a charge account.
Such a loan must of course have & maturity not in excess of 90
days, but, if a Statement of Necessity is taken from the obli-
gor when the loan matures, the Registrant may renew the entire
amount on &n instelment basis under section 7(c)(l) for as long
as twelve months from the date of remcwal, or the Registrant
mey make extonsions in the manner provided in section 7(c)(2)
if the maturity of the last single-payment obligation is not
later thaon twelve months from the date of the first one. See
footnote 5.

(Signecd) L. P. Bethea

http://fraser.stlouisfed.org/
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BOARD OF GOVERNORS
RRA OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 5-529

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 7, 1942

Dear Sir:

Trere is enclosed a copy of a letter dated

June 17, 19/2, to a Federal Reserve Bank regarding
the applicability of Regulation W to the resale of
an automobile by a financing institution which had a
lien upon the automobile securing a loan. The letter

tates that the automobile may not be resold to a
third person on terms which do not conform to the
requirenents of the Regulation.

In this connection, however, your attention
is invited to a differcnce in wording between Sections
10(a) (1) and 10(a)(z2). The latter exempts action
taken "tfor the Registrant's own protection, bub the
former does not contain this limitation. Accordingly,
under Section 10(a)(l), the contract with the obligor
could be revised on any terms which the Registrant
deemed necessary to protect the interests of the ob-

ligor.
Very truly yours,
L. P. Bethea,
Assistant Secretary.
Enclosure

TO THE PRSSIDENTS O ALL FEDERAL RESERVE BANKS
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S~529-a
June 17, 1942

Mr. , Vice President,
Federal Reserve Bank of 5

3

Dear Mr. :

In your letter of June 6, 1942, you asked whether a credit
union, to which a member, who has been inducted into the armed forces,
owes a $200 balance on an automobile loan made prior to his induction,
may sell the automobile for such member for $600 and finance the entire
purchase price for the new purchaser without regard to the requirements
of Regulation W.

It is the Roard's view that section 10(a)(l) would not per-
mit the unregulated financing of the automobile for the new purchaser,
since this clearly would be action by the Registrant "with respect to"

. the obligation of the new purchaser, rather than the obligation of the
credit union member. On several occasions the Board has stated that
an original extension of credit in similar circumstances to a subse-
guent purchaser would not be exempted from the regulation by section
10(a)(2). Under either sections 10(a)(l) or 10(a)(2), the fact that
the resale to a new purchaser follows what you refer to as a bona fide
collection effort, rather than an ordinary "repossession" of the auto-
mobile would not, in the usual case, lead to a different result. 1In
addition, it should be noted that the opposite result would lead to

! an anomalous competitive situation between dealers, finance companies,
and other financing institutions.

In this connection, it should be noted that the last para-
graph of W-72 is merely intended to call attention to sections 10(a)(l)
and 10(a)(R) rather than to apply them to the transactions described
in the first three paragraphs of that interpretation.

Very truly yours,
(Signed) L. P. Bethea

L. P. Bethea,
Assistant Secretary.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS 25
OF THE

FEDERAL RESERVE SYSTEM S-530

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 7, 1942

Dear Sir:

There is enclosed, for your infor-
mation, a copy of a letter addressed to a
Federal Reserve Bank on July 6, .1942, with
reference to Regulation W.

Very truly yours,

=

L. P. Bethea,
Assistant Secretary.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

73] Y
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5-530-a

July 6, 1942

M, , Aseistant Cashier,
Pederal Reserve Rank of s
9 .
Near Mr. : !

Your letter of May 23 contains several inguiries regarding
Begulation W. Those whicl: huve not already besn answered are dis-
cussed below.

One of your questions relates toc a "[ur coat sold in June
witn the understanding that the cost weuld be delivered in November"
and vould be tilled to the customer at the time of delivery. During
the interim the itew is to be carried in a gso-called memorandum ac-
count.

The questicn is whether this amounis to an sgreement to de-
fer paymentv for a longer nericd tihan permitted by the Regulation, but
the answer depencs upon whethsr tns coat was "sold" in June cr is to
be scld in November. 1t is uot possible tc give an answer which would
be applicable to all cases because the facts will differ, but in some
cas2s, as a legal matter, the coat would not be "sold" until November
end the transacvion in June would merely be & contract tc muke a sale
at a future date. In that eveat, the transaction would not violate
Regulation W gince the article would be charged to the customer's ac-
count promptly at the time of the sale. On the cther hand, if the
coat is "sold" in June (so that title passes to tne customer, and the
Tederal tux is due on the sale) an ggreement to delay payment until
Novemter or later would violate the Regulation.

Cf course, no motter when title passss to the customer, the
Registrant may always take advautage of section 12(d) relating to "Lay-
away" Plans. Under the conditions therein descrioved, he may treat the
extension of cradit as not having been made until the date of delivery.

You also ingquire as to the sale cf furniture which is made
te order and the item is carried in a memorandum z2ccount until the
article is reudy for delivery, at which uime tiae charge is made to the
customer's regular charge ecccunt. You ieel that such a transaction
involvoes a bona fide delayed delivery and that the article rneed not
be regarded as "sold" within the meaning of section 5{c) until the
article is ready for delivery.
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e

It is not possible to sell something which is not yet in
existence, and the transaction is, therefore, merely a contract to
make a sale at a future date. Accordingly, the Board agrees with
your conclusion.

For the same reason, the Board believes that the same re-
sult should follow even if the cost of the furniture is charged to
the customer's regular charge account at the time the order is teaken,
since the difference is merely in the form of the bookkeeping entry.
In such a case if the account is in default on the date when the fur-
niture is ready for delivery, the seller cculd not make delivery un-
less the furniture were paid for in full on or before delivery, or
unless the default were cured.

Your other inquiries relate to materials used in connection
with repairs, improvements and alterations of residential property.
In some cases a specific list of materials is decided upon, and these
materials are delivered when called for over a pericd of time as the
Jjob progresses. In other cases, the exact requirements are not known
and the materials are ordered anc delivered as the job progresses.

The answers will depend upon the rights of the parties as
fixed by their contracts. If the articles are sold to the contractor,
the sales are exempt under section 8(f). See also W-43. On the
other hand, if the sales are made directly to the property owner and
not to the contractor, it is probable that there would be a series
of sales which would take place on the several delivery dates.

Very truly yours,
(Signed) Chester Morrill

Chester Morrill,
Secretary.

Digitized for FRASER
http://fraser.stlouisfdyd.org/
Federal Reserve Bank of St. Louis



S5-531

TELEGRA
July 14, 1942
{Addressed to the Presidents of all Federazl Reserve Banks)

The Board has recently considered several cases that relate
to the differences between (1) "instalment sale" (which, by definition,
relates only to iisted articies), (2) instalment sale of an unlisted
article or a service, and (3) "instalment loan".

When listed articles involved. - Sometimes the seller of a
listed articlz does not take a note payable to himself, dut instead,
according to arrungocments with a financial institution, tokes a note
payable to the financial institution. Such a2 transaction involving 2
listed article is an. instalment sale whether the note is made payable
to the seller or to = financial institution, since section 2(e)- specif-
ically states that, so long as the extension of credit is made "by any

. scller" of any listed article and Marises out of the sale of such listed
article", the definition applies whether the seller provides for the
credit "as principal, sgent or broker". Such a transaction does not con-
stitute an instolment loan and hence does not require a Statement of
Borrower, since under scction 2(h) an instalment loen includes only speci-
fied transactions "other than an inst2lment sale.

When unlisted articlec involved. - When such transactions in-
volve an unlisted articlec or & service (including an insurance policy)
instezd of a listed article, the rule is somewhat different. If the
seller tckes a note payable to himself the transaetion is exempt from
the regulation as a sale of an unlisted article or a service, and the
note may be purchased by a bank or other financial institution without
regard to the requirements of the regulaticn. On the other hand, when
the seller takes a note payavle to a financial institution instead of
to himself, the tramsaction (if for $1,500 or less) is subject to the
regulation 2s an instalment loan and a Statement of the Borrower is re-
guired. The controlling fachtor in such cases involving an unlisted ar-
ticle or a service is whether the note is made payable to the seller, in
which case the transaction is exempt, or is made payable to & financial
institution, in which csse the transaction is subject to the regulation
a8 on instalment loan. Note, however, that the word "service" as used
herein, does not include any service connccted with the acquisition of
a listed article.

The differences between the status of transactions involving
listed articies and those invelving unlisted articles and services flows
from the Tact that the definition of instelment sale in section 2{e) is
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by its terms specificaily confined to transactions involving listed ar-
ticles. When an unlisted article or a service is involved and the note
is mede payaole to & financial institution instead of to theo seller, the
transaction on its face is a loan by the financial institution and (if

for $1,500 or less) is subject to the regulation as an instalment loan.

Statement of certain other interpretations. - This covers the
guestions considered in W-16, 119 and 124 and tckes the place of those
interprctations.

(Signed) Chester Morrill.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS 30

OF THE
“%ﬁ FEDERAL RESERVE SYSTEM )
% S=-53

WASHINGTON

2 et

ADDRESS OFFICIAL CORREBPONDENCE
TO THE BOARD

:hvﬁ

July 15, 1942

Dear Sir:

The following is an excerpt from a letter recently written by
a rember of the Board to a Registrant regarding the enforcemsnt cf Regu-
lation W. It is believed that this letter mav be of some essistance to
your Benk in dealing with similar problems:

"In referring to the spirit and intent of thc Regulation
I assume tha* both of us have in mind its broau objectives es
they are set out in the Presidentt's Executive Order and as
they have becn cxpounded from time to time in varicus public
statements and pross releases. Tone last such statemsnt is con-
tained in the May issue of the Federal Reserve Bulletin, a copy
of which is onelossd. I also enclose copy of a talk that I
madc only a Tew dsys age to a conventicn of the National Retail
Credit Asscciation in New Orleans. I thought that you might be
interested in my own ideaa, based on many months study oi the
Regulation and of the demends present circumstances dictate to
vendors, lenders, and concumers, as szt out on page 8.

"Those of us working on Regulation W for the Poard of Gov-
ernors recoguize that the acconplishments of the Regnlation are,
in no smail measure, attributable to the cooperation that the
Board hes received gonerally from Registrants ond to an cager-
ness of the great majority of them to do as much cof the job as
possible by seif-inmposed reguiruments. Along these lincs banks
are being urged by the Federal supcrvisory zuthorities to exert
pressure o hasten the repayment of presently outstanding loans
to individuzls for nonproductive purposes. We cxpect full co-
operaticn of the bunks of this country with this rrogram. Work
is @lso being done in ¢ preliminary way with the iIife insurance
companies locking to a program that will reduce policy loans
where possible. Innumerable groups of vendors and lenders and
trade assaociations representing them have shown a commendable
wiliingness to cooperate with us in every phase of the under-
taking to carry cut this part of the President's program.
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"As a result the Board has tc date been able to avoid im-
posing some controls authorized by the Executive Order which
otherwise might have been necessary. This is true with recpect
to the question of public sclicitation despite the occurrence
of isolated and sporadic practices which, if they should bhecome
gereral or chould be persisted in by an uninformed minority, un-
willing to ccoperate, might compel action. So far, however, the
necessity has not arisen, and we hope, of course, thet it will
not.

"This, I trust, will explain our interest in the subject
of advertisaments. At the same time, I am sure that upon con-
sideraticn you will understand the Boerd declining to pass upon
the specific advertising matter which you submit, both because
the Roguiation does not now prescribe rules upon the subject
ané =1so baccuse, even if it did, we are not cquipped toc puss
upon hypotheticcl cases or to offer to any Registroint j i
in odvence ns to the propriety of his or purticeularliy a
itorte alvertising. We have had innumerable reguescs th
express approval or disapproval of advertising done by your
stores. We profer to hendle this matter direct with you, rather
than by correspondence with your competitors. Speaking general-
1y, I hope that Registraunts will kecp their advertising consistent
with the Govermmeni's progrur as enncunced by the President in
hie Special Message to Conzress on April 27 and radio address on
the following day.

Asids from Regulation W ¢nd in connection with your comment
nat such ap advertisement would cssist in stimulating the salie
of Savings Bonds or Stewips, I enclese a copy of Treasury Depart-
ment News Release #157 of lay 12, 1942, dealing in part with the
use of bonds or stemps as premiums, discounts or gifts in connec-

tion with tne rctail =zale of merchandise.

"Referring to your cuestion of vhether opening a charge de-
partment would vicla%e the intent of Regulation W, the question
itself indicates vour awarsness of the fact that the letter of
the Reguiation does not prohibit such action. Nor do I know of
Ny reasons wiayv bona fide charge sccounts should be singled out
end prohibited. It gces without saying, however, that their use
as a neans to evade or oavoid the Hegulation is anctner matter. I
can visualize circumstances that would reise a question as to a
viclation not cnly of the aspirit but as well of the letter of the
Regulation."

15

Very truly yours,
¢r»w»»j:;wf 22 St
- 2/ ,
TS 0F ALL A AP
WL RESERVE JARKS L. P. Bethea,
Assistont Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM | S-533

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 15, 1942

Dear Sir:

Inclosed for your information ic a copy of & revised list show-
ing in detail the autfonobile appraissl guides which are now designcted D
the Doard for purposes of section 13(c) oi Reguleticn W (formerly Part
3{b) of the Suppiement to Regulation W).

This list c¢iffers in the following recpects from the list that
was sent you on March 21:

1. This list incorporatzs the designation of the N.A.D.A. COffi-
cial TUsed Car Guide, Digtrict L Edition, for Nevadlo as to which you were
notifisd by telegramm on March 25, and the designaticn of the Blus Book Nea-
tionsl Used Car Market Rsport--Executive Edition, for certain additional
tervitory as to which you were notiried by letter on April 9.

2. The Official Blue Book New ani Used Cor Guide--B Editiocrn,
the Blue Book National Used Car Morket Report--Exeeutive Edition--"reteil
sales valuesg" for Zone Fo. 3, and the Red Book Nationzl Used Car Market
Report, have been designated for 10 counties in Southsrn Michigan which
the Board bad originally excluded from the tcerritory Jor which these pub-
lications were designated.

5. The Merket Record has discontinued publication.

Le The "Official Guide"™ published by Pacific Auto Guide, Inc.,
Las becn comsolidated with the Kelley Blue Book, published by Xelley Kar
Company .

5. The "Cfficicl Automobile Guide", Price Edi%ion, published by
Recording and Statisticsl Corgporstion, has been included among the desig-
nated publications, and has been designated for the territory indiccted on
the enclosed list.
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It 1s not believed nzcessary for the Reserve Banks to notify
Registrants of these changes, except in answer to inquiries.

Very truly yours,

Ry ) /7"‘)0'1/@«,(‘2,(

Chester horrill,
secretary.

<

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESBRVE BANKS
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July 15, 1942.

\

AUTOMOBILE APPRAISAL GUIDES DiSIGNATLD BY
THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM FOE PURPOSES

OF SECTION 13(c) OF KEGULATION W

(Designations limited to quotations for used cers of 1935 and later models)

Name of Guide
and Publisher

Territory for which publication

is designated

MARKET ANALYSIS RwPORT,
published by Used Car Statistical
Bureau, Inc.

AMERTCAN AUTO APPRAISAL,
published by Automobile Reference
and Appraisal Bureau

OFFICIAL WISCONSIN AUTOMOBILE VALUATION
GUIDE,
published by Netional Used Car Market
Report, Inc., for Wisconsin Autonotive
Trades Association

NEBRASKA OFFICIAL USED CAR SURVEY,
published by State of Nebraska, Motor
Vehicle Dealers Administration

KELLEY BLUE BOCK,
oublished by Kelley Kar Company

HORTHWEST USED CAR VALUES,
published by Northwest Publishing
Company

OFFICIAL AUTOMOBILL GUIDE, Price Edition,

published by Recording & Statistical Corp.
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Connecticut
Maine
Massachusetts
New Hampshire
Rhode Island

Vermont

Michigan - Southern
Peninsula
Ohio

¥isconsin

Nebraska

Arizona
California
Idaho
Neavada
Oregon
Utah
Washington

Ideho
Oregon
Washington

Entire United States,
except the States
of Arigona, Califor-
nia, Idaho, Nevada,
Oregon, Utah, and
Waghington,



Name of Guide
and Publisher

35

5-533-3

Territory for which publication
is designated

OFFICIAL DLUE DBOCK Ngiw AND USED
Call GUIDE,
publiished by National Used Car
Market Report, Inc.

A EDITION

B EDITION

BLUE 00K NATIONAL USED
Cail MARKET RErORT —— EXECUTIVE
=DITICN,
published by National Used Car
Market Report, Inc.

"Retail sales values" for

Zone No. 1

o

"Heteil sales values”
Zone No. 2

Digitized for FRASER
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or

Intire United Stutec
except the States
of Arizcna, Califor-
nia, Idsho, Nevada,
Oregon, Utah, and
Washington

Same as territory des-

ignated for A idition

Connecticut
Delaware
District of Columbia
Maine
Maryland
Massachusetts
New Hampshire
New Jersey
New York
Pennsylvania
Rhode Island
Vermont
Virginia

Alebama
Arkensas
Georzia
Louisiana
Mississippi
Worth Carolina
South Carolina
Tennessee



Name of.Guide
and Publisher

36

-3~ 5--533-¢
Territory for which publication
is desizsmated
BLUZ BOOK NATICNAL USED CAR
MABKET RePORT —- BXECUTIVE
EDITION (Continued)
"Retall sales values" for Illinois
Zone No. 3 Indiona
: Kantucky
Michigan - Southern Peninsula
Ohio
Wost Virgluia
"Retail sales values" for Florida
Zone No. 4 Towa,
Kansas

"Retail sales values" for
Zone No. 5 '

"getail sales velues" ior
Zone No. 6

Digitized for FRASER
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fichigan -- Northern Feninsula

Minnesota (excest the 15 counties for
which "detail cales values" for Zone
Ne. 5 are designated)

Misscuri

Heoraska

Cilahoma

Texas {except the 6 counties for which
Mietail sales wvalnes" for Zone No. 5

sre desiznated) :
Jiisconsin

Coloredo

Feliowing 15 counties in Minnesota:
Big Stone, Clay, Kittson, Lac qui
Parle, Lincoln, Murshall, Norman,
Pennington, Pipestone, Polk, Red
Lake, Rock, Traverse, ¥Wilkin, and
Yellowmedicine

iontana

New iHexico

North Dakota

South VFakota

Following 6 counties in Texas:
Brewster, Culberson, El Faso, Hudspeth,
Jeff Davis, Presidio

wwyoming

Arisona

Califoria

Idaho

Hevada

Oragon

Utah

washington .



) . =l 5-533-a 307

Name of Guide Territory for which publilication
znd Publisher is desimated

RED BOCK NATIOHAL USED CAR
MARKET {EPORT,

nublished by National Used Car Same as territory designated for Orfi-
Market Report, Inc. cial Blue Pook New and Used Car Guide,
A Edition

N.A.D.A. COFFICIAL USED CAR GUIDE,
published by National Automobile
Deelers Association

DISTRICT B EDITION Conniectbicut

Delaware

District of Columbia

Heine

Maryland

Massachusetts

New Hampshire

New Jersay

New York

Pennsylvania

finode Island

Vermont

Virginie

%est Virginia - following & counties:
purkley, Grant, Hampshire, Hardy,
Jeifsrson, Mineral, iorgan, Pendieton

DISTRICT EF &£DITION Alzabama
Arkansas
Florida
Georgia
Louisiana
Mississippi
Tenncssee
f'ollowing county in Texas - Bowie

DISTRICT G #DITION Illinois (except the southern section
for which the J Edition is designated)
Indiana

Foliowing 4 counties in Iowa: Clinton,
Dubugque, Jackson, Scott

Kentucky

Michigen - Zouthern Peninsula (except
the 10 counties for which the S.E.
ifichigan Edition is designated)

herbh Ceroline

Uhic

Seuth Caroline

west Virginiz (except the 8 counties
for wiich the bistrict B Edition is
dezignated)
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Name of Guide Territory for vhich publication
and Publisher is designated

N.a.D.A, OFFICIAL USED
CAR GUIDE (Continued)

S.E, MICHIGAN &DITION - Following 10 counties in Michigan:
' Genesee, Jackson, Lapeer, Livingston,
Macomb, Monroe, Oakland, St. Clair,
Washtenaw, Wayne

DISTRICT H EDITION Michigan - Northern Peninsula
Hinnesota (except the 15 counties for
which the District K Edition is
designated)
¥Wisconsin

DISTRICT J DITION Illinois - Section south of and includ-
ing following counties: Adams, Cass,
Champaign, De¥Witt, Logan, ldenard,
Piatt, Schuyler, Vermilion
Towa (except the L counties for which
the District G Edition is desigznated)
Kansas
Missouri
Nebraska (except the 11 counties for
which the District K Edition is
designated)
v Oklahoma
Following 5 counties in South Dakota:
Bon Homme, Charles Mix, Clay, Union,
Yankton
Texaz (except Bouwie County and the 6
counties for which District K Edi-
tion is designated)

DISTRICT K EDITION Coloradoe

Following 15 counties in Minnesota:
Big Stone, Clay, Kittson, Lac cui
Parle, Lincoln, Marshall, Norman,
Psnnington, Pipestone, Polk, Red
Lake, Rock, Traverse, ¥ilkin, Yellow-
medicine

Montana .

Following 11 counties in Nebraska:
Banner, I:ox Sutte, Cheyenne, Dawes,
Deuel, Garden, Kinmball, Morriil,
Sheridan, Scotts Bluff, and Sioux
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Name of Guide Territory for which publication
and Publisher » . .- is desigmated
N.A.D.A, OFFICIAL USED
CAR GUIDE (Continued)
DISTRICT K EDITION New Mexico
(Continued) North Dakota

South Dakota {except the 5 counties
for which the District J Edition is
designated)

Following 6 counties in Texas: Brew-
ster, Culberson, &1 Paso, Hudspeth,
Jefi Davis, Presidio

Utah
liyoming
DISTRICT L ZDITION Arizona

Following 11 countices in California:
Imverial, Inyo, Kern, Los Angeles,
Orange, Rivarside, San Bernardino,
San Diego, San Luis Obispo, Santa
Barbara, Ventura

Nevads

DISTRICT O =DITION Colifernia (except the il counties for
vhich the Jistrict L Edition is
designeted)

Idaho
Oregon
“ashington
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-534

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

Tuly 16, 1942

Dear Sir:

In order that we may have available information
showing the aggregate amount of funds advanced by financing
institutions on each loan guaranteed pursuant to the provi-
sions of Executive Order No. 9112, it will be appreciated if
you will furnish the Board in duplicate separate geports for
the War Department, Navy Departmenf, and Maritime Commission
for the period March 26 to June 30, and for each month there-
after, showing the total amount advanced during the periocd on
each guaranteed loan. The loan should be identified by the
number assigned to the guarantee agreement applicable there-
to.

Very truly yours,

-

k‘*::="”‘ —

L. P. Bethes,
Assistant Secretary.

TO THE PRESIDIENTS OF ALL FEDERAL RESERVE BANKS
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BOARD OF GOVERNORS

ey OF THE
FEDERAL RESERVE SYSTEM

WASHINGTON

5-535

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 17, 1942

Dear Sir:

Enclosed is a copy of a letter addressed
to the Federal Reserve Bank of Cleveland on July
16, 1942, concerning certain enforcenent problems
arising out of possible violations of Regulation W.

. Very truly yours,

L_ I

L, P. Bethea,
Assistant Secreteary.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

Federal Reserve Bank of St. Louis
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July 16, 1942
Mr. R, B. Hdays,
Vice President and Secretary,
Federal Reserve Bank of Cleveland,
Cieveland, Ohio.

Dear Mr. Hays:

This is in response to your letter of June 24, 1942, concerning
certain enforcement problems arising out of possible violations of Regula-
tion W by a branch located in the ¥ifth Federal Reserve District which is

- managed by an officer located in the TFourth District, the parent company
being registered in the First District.

The Board agrees that each Federal Reserve Bank, in connection
with enforcement, should be responsible for all branches located in its
district, even though the main office may be registered in another district.
It also agrees that the enforcenent activities of each Federal Reserve
Bank should be confined to its district, and that each Federal Reserve
Bank should make any investigations which may be necessary in its district.
(See last paragraph of S-518).

Accordingly, it is suggested that you furnish the Federal Re-
serve Bank of Richmond with such information as you may have regarding
the possible violation, in order that it may proceed with the necessary
investigation. It might also be desirable for you to inform the Federal
Reserve Bank of Boston in order that it may advise the parent company.
However, if you should feel, in this case or in any other case involving
more than one Federal Reserve District, that the Board could be of assist-
ance in coordinating the efforts of the Federal Reserve Banks, the Board,
of course, would be glad to lend its services.

The foregoing applies to routine cases concerning which there
is no reason to think that the normal and usual informel contacts will not
bring satisfactory results. If more drastic measures are necessary, or if
it appears likely that they will be, the Board would like the case to be
reported to it before any such action is taken. This suggestion is made
in order to enable the Board to coordinate an enforcement program, and ap-
plies to any case, whether or not it involves action outside a particular
district. In cases involving such action the Board will, of course, com-
nunicate with the proper Federal Reserve Bank through which appropriate
action can be taken.

Very truly yours,
{Signed) L. P. Bethea

L. P. Bethes,
Assistant Secrectary.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS =53

OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 22, 1942

Dear Sir:

~ In preparing Form F.R. 581, semi-monthly report of
applications for loans and guarantees of loans under Lxecutive
Order No. 9112, it will be appreciated if the following procedure
is observed:

Item l; should represent the number and amount of applica-
tions received and acted upon or under consideration, Increases
and decreases in amountsof applications made during the period
before approval or disapproval thereof, should be included in items
2 and 3, If a change is made after approval but before a guarantee
is issued, or if an executed guarantee is cancelled and reissued in
an increased or reduced smount, please indicate the amount of the
change against arn appropriate caption, such as "Other increases
(decreases) not covered by a new application", to be interlined
under item 2 or 3, An application once withdrawn or rejected and
later resubmitted should be reported as a new application.

Section 5a should cover applications that do not go to
Washington, Section 5b should cover applications that go to Wash-
ington for approval. Inasmuch as the total of item 5 must agree
with item l;, applications must be entered in the "number" columns
only once when it is necessary to split the amount thereof, for
example, applications for guarantees approved in part. In such
cases the application should be entered in the "number" colurms on
the line on which the major portion of the loan is reported.

Item (1) under 5a and 5b should represent the total num-
ber and amount of loans approved on which guarantees have been
executed, regardless of the status of disbursements on the loans by
the financing institutions, and the total amount of disbursements
on any direct loans to borrowers approved by the War Department,
Navy Department, and Maritime Commission.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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The amounts reported in item (2) under 5a and 5b should
represent the total of loans on which guarantees have been authorized,
with and without conditions, but not exscuted, plus any direct loans
to borrowers authorized, but not disbursed. Sub-item (a) under this
caption should include applications withdrawn in part or eantirely
and also applications on which authorizations to issue guarantees
have lapsed. Sub-item (b) under this caption should include eppli-
cations for guarantees authorized and available to a finencing insti-
tution, with or without conditions, but which have not yet bsesen
exsgcuted. Thus, applications for guarantees of loans originally
reported opposite this item in the last two columns may be subse-
qusntly transferred to sub-item (&) "Withdrawn" upon lapsing of the
authorization to guarantee or when the status of conditional approvals
is such as to indicate nonacceptance by the applicant.

Item (3) under 5a and 5b is intended to cover applications
for loans or guarantees rejected and the rejected portion of applica-~
tions approved in part.,

Item (4) under 5a should cover applications under considera-
tion or being investigated which will be handled locally. Item (L)
under 5b should cornsist of applications under consideration in Wash-
ington or under investigation or otherwise in process at the Federal
Reserve Bank which will be submitted to Washington for approvsal,

Very truly yours,

E., L. Smead, Chief,
Division of Bank Operations.

TO THE PR«SIDENTS OF ALL FEDERAL RESERVL BANKS

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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S-537

TELEGRAM

July 24, 1942

{Addressed to the Presidents of all Federal Reserve Banks)

The Board has received a number of inquiries regarding
a type of transaction which is not specifically covered either by
W-71 or by W-101 in which the seller takes back an article which
is not defective but which for some reason is unsatisfactory to
the customer, and allows the full original purchase price as a
credit against the purchase price of a new article of the same
type. The price of the new article is often higher than the
price of the first article. The exchange usually occurs within
a very short time after the original sale, and is made in good
faith pursuant to an express or implied guarantee of satisfaction
given in connection with the original sale.

The Board is of the opinion that, under these circum-
stances, if the seller allows the full original purchase price
as a credit against the price of the new article, the transaction
need not be treated as a trade-in (as described in W-71) and any
payments made on account of the original sale may be credited
against the down payment required on the new article.

Of course, if the price of the new article were in any
manner inflated to take care of depreciation in the original -article,
the transaction would be an attempt to evade the down payment re-
quirement and would not be permissible. Any long delay between
the original sale and the date of the exchange might likewise lay
the transaction open to suspicion as an attempt to evade.

(Signed) Chester Morrill

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



5-538

TELEGRAM

July 30, 1942.

(Addressed to the Presidents of all Federal Keserve Banks)

Weekly reports of number of applications for loans
and guarantees on hand under Executive Order No. 9112 request-

ed in Board's wire of May 2, 1942, S-468, may be discontinued.

(Signed) E. L. Smead

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON 5-539

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

August 1, 1942

Sir:

There is quoted below, for your information, a letter ad-

dressed to a Federal Reserve Bank today with reference to Regulation

"In your letter of June 22, 1942 (Inquiry No. 20), you
asked for our views regarding the applicability of Regula-
tion ¥ to charges by hotels to the accounts of guests or
tenants, including those arising from operations incidental .
to the primary purposes of hotels.

"In the usual cases, and for the purposes of the Regu-
lation, it would not appear that hotels are 'engaged in' any
of the businesses covered by section 3.

"The Board agrees with vour view that a charge solely
for room rent does not constitute a 'charge account' since
the transaction involves the sale of a service rather than
the sale of an 'article, whether listed or unlisted.' The
same is true of charges for the sale of other services, e.g.,
barber, tailor, storages, etc., assuming that the value of
any material involved would be insignificant in comparison
with the total cost of the service.

"According to the facts disclosed in your letter, the
incidental articles or services sold by hotels, or to be
considered as sold by hotels although made available through
concessionaires or independent contractors, and which may
be charged to guests' hotel accounts ordinarily do not in-
clude listed articles. Accordingly, it is the Board's view
that, unless it appears that z hotel is engaged in the busi-
ness directly or indirectly of making charge sales of listed
articles, charges to guests' hotel accounts for such inci-
dental articies should not be concidered as affected by
the restrictions of the Regulation.

Louis



Digitized for FRASER

R 5~539

"You indicate that a hotel may make a cash advance to a
guest, pay on behalf of a guest for a C.0.D. delivery by a
local merchant, or purchase theatre or railway accommodations
for a guest, the amounts thereof being charged to the guest's
account. However, it is doubtful whether hotels, as a prac-
tical matter, hold themselves ready to so accommodate all
guests in this manner or to such an extent that the hotels

should be considered as 'engaged in' the extension of the re-.
~sulting credit as a business. 1t is the Board's view, there-

fore, that such casual or incidental operations, alone, do
not constitute a business of the type covered by the Regula-
tion."

Very truly yours,

"

e

L. P. Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL HESERVE BANKS

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

S-540.

49

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

August 6, 1942

Dear Sir:

For your information in caseba similar ques-
tion‘shouid arise in your district, there is enclosed
a copy of a letter we have addressed tc one of the Fed-

eral Peserve Banks with regserd to the eligibility of

" credit unions for membership in the Federal Reserve

System. 1f you should receive any indication in your
district of en interest in or need for membership by
credit unions in the Federal Reserve System, we shall

be glad to have you advise us for pur information.

. Very truly yours,

o
do-ét’

L. P. Bethea,
\ Assistant Secretary.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

Federal Reserve Bank of St. Louis
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S-540-a
August 6, 1942
Mr. ;, Vice President,
Federal Reserve Bank of Minneapolis,
Minneapolis, iinnesota.

Dear Mr.

e

This reflers to your letter of July 1, 1942, and its enclos-
ures, relating to the question whether credit unions organized under
the laws of the State of Minnesota are eligible for membership in the
Federal Reserve System.

Since no credit union has applied for membership and the
only inquiry on this subject which has been received in recent years
was a very general one, the Board has not had occasion to rule upon
the eligibility of such institutions. It is not clear that you have
in mind a particular credit union which is definitely interested in
membership and your Counsel ig of the opinion that it would require
an amendment to the State law to enable Minnesota credit unions to
become members of the Federal Reserve System. In the circumstances,
you will understand that we are merely making certain observations for
your information and are not attempting to express a final conclusion.

It is understood that credit unions organized under the laws
of the State of Minnesota are authorized to accept deposits (as well
as payments on shares), anc that at least some of them do so. Refer-
ring to this power to accept deposilts, the power to make loans, and
certain other powers, your Counsel expresses the view, with apparent
justification, that such credit unions are incorporated banking insti-
tutions. On this basis, he concludes that they might be admitted to
membership under the first paragraph of section 9 of the Federal Re-
serve Act, if the State law were amended to authorize them to purchase
Federal Reserve Bank stock.

Your Counsel states that such credit unions have capital
stock represented by shares isgsued to their members. FHowever, such
an institution has no fixed amount of capital stock, the amount being
subject to daily fluctuations as members meke payments into and with-
drawals from their share accounts. It does not have any charter re-
gquirement that it maintain a stated minimum capital and withdrawals -
may be made in any amount st any time, subject only to the right to
require notice. Obviously, the credit union capital stock is of a
different character from the capital stock of national banks; and,
considering the statutory provisions with respect to capital required
for admission to membership, withdrawal of capital by member banks,
determination of the amount of Federal Reserve Bank stock to be held

Digitized for FRASER
http://fraser.stlouisfed.org/
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by member banks and other pertinent matters, it might be urged that
the capital stock of such a credit union is not of the kind which it
is contemplated that banks admitted to memberchip under the first
paragraph of section 9 will have.

Generally speeking, credit unions are more comparable to
mutual savinge banks than to commercial banks with capital stock.
On the other hand, they do have a type of capital stock which carries
with it certain propristary interests which differ from the rights at--
taching to deposits. Exhaustive consideration of the question whether
they could be admitted es mutual savings bhanks probably is not worth
while since it is doubtful whether they could meet the rcguirement con-
tained in paragraph 15 of section 9 that, in order to he eligible, a
mutual savings bank or similar institution must have surplus and un-
divided profits not less than the amount of capital required for the
organization of a national bank in the same place. We do not have
information with respect tc individual credit unions in Minnesota but
a statement issued by the State Commissioner of Banks giving consoli-
dated information for all such institutions as of December 31, 1941,
appears to support this conclusion.

While provision has been made in paragraph 15 of section 9
for the admission of some banking institutions organized on a coopera-
tive basis, there is no indicaticn that in enacting these provisions
Congress had credit uaicns in mind and, if it is desirable that such
institutions be admitted to the Pederal Reserve System, it would seem
preferable thet on amendment be added to the Federal Reserve Act spe-
cifically providing for their admission to membership which would con-
form mare nearly to their orgenizational requirements than do the
existing provisions.

As you know, the provision for admission to membership of
mitual savings banks and other cooperative institutions was enacted
in 1933 but up to this time there has been very little active inter-
est by such inetitutions in becoming members of the Tederal Resecrve
System. As stated above, the Board has received only one general in-
quiry with regard to c¢ligibility of credit unioas for membership in
the System and it is not apparent at this time that there would be any
substantial need for or interest in an amendment specifically making
such institutions eliginle for membership. If you have received any
indication in your district of such an interest or need, we would like
to be advised of it and if you have in mind & credit union which def-
initely desires to be a member we will be glad to concider any further
presentation which you or your Counsel may wish to maike with reference
tv it in the light of this lsottor.

Very truly yours,
(signed) L. P. Bethea
L. P. DBethes,
Assistant Secretary.

Digitized for FRASER
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

TO THE BOARD

August 12, 1942

Dear Sir:

For your information, the Board has made the following
changes in its Legal Division.

In order that Mr. Wyatt, who has been General Counsel
since 1922, might have more time for the consideration of the broad
legal problems of the Federal Reserve System and for consultation
with the members of the Board, he has been relieved of administra-
tive responsibilities and routine work and the functions of the
Legal Division have been reallocated,

Mr. Wyatt, in his capacity as General Counsel, will carry
out. special assignments from the Board and be available to the Board,
its members, and staff for consultation and advice.

Mr. Dreibelbis, formerly Assistant General Counsel, has
been designated General Attorney and will have charge of the gen-
eral legal work of the Board and the administration of the affairs
of the Legal Division.

Messrs. Vest and Wingfield, formerly Assistants General
Counsel, have been designated Assistant General Attorneys. Mr.
Vest will be in charge in the absence of Mr. Dreibelbis, and Mr.
Wingfield will be- in charge in the absence of both lMr. Dreibelbis
and Mr. Vest.

All Assistant Counsel have been designated Assistant At-
torneys.

Very truly yours,

SRegtin Y oty

Chester Morrill,
Secretary.

;

TO THE PRESIDENTS AND CHAIRMEN
OF ALL FEDERAL RESERVE BANKS

SER
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Federal Reserve Bank of St. Louis
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ADDRESS OFFICIAL CORRESPONDENCE
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-542

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

August 20, 1942

Dear Sir:

You will recall that, at the suggestion of
the Board, the Presidents of the Federal Reserve Banks
discussed at their last Conference tie desirability of
discontinuing the submission to the Beard of Governors
of the amnual budgets of the Federal Reserve Banks,
when it was voted that the preparation of these budgets
should be discontinued for a&ll functions other than sta-
tistical and analyticzl and bank examination, with the
understanding that each Bank would continue to exercise
proper control over its operating expenses.,

The Beard concurs in this action and, with
the two exceptions noted, approves the discontinuance
of the sulinission to it of the annual budgets of the
Federal Ressrve Ranks until such time as it appears that
the matter should again be reviewed.

Very truly yours,

CoRearze Moty

Chester Morrill,
Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.

Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-543

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

T g

August 20, 1942

Dear Sir:

Since September 1935, member firms of the New York Stock
Exchange that carry margin accounts for customers have been filing
with the Federal Reserve Banks monthly reports of their ledger bal-
ances on Form F.R. 240. In view of the inactivity that has existed
in the stock market for some time, the Board has now determined to
permit the filing of semiannual instead of monthly reports by all
of these firms with the exception of the 15 firms having the larg-
est amount of customers! debit balances.

Will you please send to the Board as soon as possible the
names of reporting firms (if any) in your district that had custom-
ers'! debit balances (Item 5 of Form F.R. 240) exceeding $5,000,000
on June 30, 1942, with their figures for this item. Out of such
firms, the Board will determine which are the 15 reporting the high-
est amounts, which will continue for the present to file monthly re-
ports.

Please request semiannual reports, therefore, as of Decem-
ber 31, 1942 and each June 30 and December 31 thereafter, from all
firms which are now reporting to you monthly on Form F.R. 240 but
which reported customers' debit balances of less than $5,000,000 as
of June 30. It will not be necessary for you to obtain any further
monthly reports from these firms for the present. As to any firms
in your district with customers' debit balances exceeding $5,000,000,
the Board will notify you which firms are %o continue reporting
monthly and which are to report semiannually.

A1l of the reporting firms that do not carry margin ac-
counts for customers, or which are not members of the New York Stock
Exchange btut only of cutside exchanges, are already reporting at
semiannual instead of monthly intervals, and the present action of
the Board will not affect these firms.

Federal Reserve Bank of St. Louis
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. The Board has also authorized two minor changes in Form
F.R. 240 as follows:

(1) The instruction as to the date when the report must
be filed, may be changed to read as follows:

"This report is to be sent to the Federal Re-
serve Bank of as soon as possible after the
end-of-month date to which it relates, and should
reach the Federal Reserve Bank in any event (except
by special arrangement) not later than the 10th full
business day of the following month."

(2) The question "Is firm otherwise extending any credit
to customers?" mgy be deleted.

It is suggested that you continue to use the present forms until your
supply is exhausted, but that these changes be incorporated in any
new supply printed in the future. '

Very truly yours,

L. P. Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

Digitized for FRASER
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Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS

R, OF THE
S T FEDERAL RESERVE SYSTEM

S-544

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

Rt PP

August 21, 1942

Dear Sir:

Because of the Board's responsitility in framing policy with
respect to consumer credit, it seems desirablie to ceqtralive, so far as
possible, the collection of the statistics of this field in the Reserve
System. Heretofore, most of the work in this {ieid has been done by the
Bureau of Foreign and Domestic Commerce in the Department of Commerce.
At our request, the Department of Commerce has agreed to transfer this
statistical work to the Reserve System. The basic steps in effecting
this transfer and the way in which the work is to be done within the
System are described in the accompanying Memorandum of Arrangements.

This change will involve a considerable amount of added work
for the research department in your Bank. It is suggested that you re-
view the personnel requirements of this department to be certain that
an adequate staff is provided, not only for the current maintenance, but
for work in the improvement, revision, and extension of these series.
The latter point is of particular importance because one of the prime
purposes to be served by this transfer is the improvement of underlying
reports. The System is in a strategic position to make these improve-—
ments because of the experience accumilated in the administration of
Regulation W, and the data available only at the Reserve Ranks, and be-
cause of the intimate contact of each Reserve Banl: with the respondent
concerns in its district.

Further correspondence on this subject should be addressed
to Woodlief Thomas, Assistant Dlrector of the Division of Research and

Statistics.
Very truly yours,
Py ICTORY Chester Morrill,
W BUYE Enclosure Secretary.
QQ/¥%§
u»i\smwnrﬂ THEE PRECSIDENTS OF ALL FEDZRAL RESERVE BANKS
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S-5/4-a
August 21, 1942.

MELMORANDUM OF ARRANGERENTS FOR THE TRANSFER OF BUREAU OF FOREIGN
AND DOuESTIC CO.iiERCE CONSUMER CREDIT STATISTICS TO THE
FEDRRAL RESERVE LYSTEM

In accordancs with an agreement reached between the Board of
Governors and the Department of Commerce, the statistical and research
work in the field of consumer credit formerly conducted by the Bureau of
Toreign and Domestic Commerce is being transferred to the Federal Reserve
System. By consolidating functions relating to consumer credit in one
agency, certain duplication of effort is avoided and ithe Board gains
prompt access to information needed in connection with the regulation of
consumer credit. loreover, the Reserve Banks and branches provide effec-
tive machincery for the collection and tabulation of current data on the
trend of consumer debt.

Effective date of transfer

The transfer becomes cffective as of September first. The cash
lending institutions and the retail trade groups furnishing monthly data
on volume of businese, collections and reccivables will be reguested to
send August reports to the Reserve Banks. The Department of Commerce will
gend a letter to each respondent confirming the transfer.

Report forms and lists of respondents

A sufiicient number of forms for the remainder of the year will
be printed by the Board. A supply of these forms will be mailed to the
Reserve Banks by the end of August.

The present mailing list of respondents of each type will be
supplied to the Reserve Banks in the next few days. A suggested draft of
a letter to respondents explaining the trensfer and inviting their contin-
ued cooperation is attached. Since franked envelopes have been supplied
them in the past, stamped self addressed envelopes should be included with
each request for monthly data.

Current reports from cesh lending institutions and retail trades

Monthly reports are obtained from industrial banking companies,
personal finance companies, credit unions, jewelry stores, and household
appliance stores. For the present these reports will be continued without
change either in fhie number of respondents or the items reported. Any re-
vision of the report forms or expension of the sample to obtain more ade-
guate coverage will be postponed until the reporting system is working
smoothly and the Reserve BDanks have had en opportunity to suggest desirable
changes.

Digitized for FRASER
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The size of each reporting zroup and the data obtained currently
are as follows:

Industrial banking companies. - Some 320 industrial banks report
monthly the following items: (1) volume of loans made during current
month, including renewals; (2) outstandings at end of month. Respond-
ents are asked to exclude from each item F.H.A. loans and instaiment
paper purchesed from retailers.

Pergonsl finance companies. - Reports are received from nearly 1,200
personzl finsnce companics on (1) volums of loans made during current
month; (2) outstandings % end of month. To eliminate the effect of
purchass or sale of receivables between companies respondents are
ssked to cxclu ¢ I'rom reported items loan balances purchased from other
coupani=a but to indicate the amount of such purchase if any on the re-
verse side of the schodule,

Credit unions. - Approximately 1,300 crediv unions report monthly on
(1) vclume of loans made t0 menmbers during the month; (2) outstandings
et end of month. The reporting group is made up of more than 600
State charterod credit unions and nearly 700 operating under Federal
charter. Sepsrate taobulations have been made of Stete and Federal
credit unions and these will be continued.

Jewelry end household appliznce stores. - There are approximately 100
respondents from cach of these retail trade groups. Data are obtained
only for the instalment business of reporting firms. The itens reported
are (1) instelment accounts on the books at end of month (excluding
accounts sold to finance companies, banks or others); (2) collections
during the month on accounts outstanding =2t end of preceding period.

Reporting by nulti-office respondents

Some of the respondents reporting to the Department of Commerce
have branches or subsidiaries operating over wide areas and including sev-
eral Reserve districts. During the past few months Commerce has not been
relsasing regiontl summaries and these figures will not be resumed now. As
long as district or regional totals are not released each Reserve Bank will
collect total figures for respondents whose head offices are located in the
alstrict.

Tebuletion of data

Except for the firct month all data will be tabulated at the Re-
servoc Banks. Aggregates by States and by Kind of business for each re-
port:d item wili be sent to the Board not later than the 22nd of the month
following that to which the figures refer. Hseretofore respondents have
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been asked to file reports by the 10th of the month following the period
to which they relate. The seame time schedule will be followed under the

new arrangements.

-

Tor the first month reports will be transmitted to the Board
and tabulations will bz made by the Department of Commerce. August re-
ports should be frorwarded to the Board promptly. These reports will be
returncd to the Reserve Banks as soon as the dats are conmpiled. There-
after, tabulations as outlined sbove will be made at the Reserve Banks.
Eugust reports are handled as described because the Board cannot at this
time supply the beck figures necessary for comparisons with earlier peri-
ods. As soon a8 the authorizations from respondents noted later in this
memorandum are received, back schedules will be supplied the banks Ffor fu-
turs use in hondling and revising the basic serics. '

Department and furniture store credit statistics

Department and furniture stors credit date are now collected by
the Reserve Banks. For some time the Bureau of Foreign and Domestic Com-
merce has been compiling reports of instalitent and charge account outstand-
ings and collections vased on data furnished by the Ressrve Banks., These
reports present the information by geographical regions combined into a
weighted United States total. The datu will be compiled on this basis un-
til they can be reworked by Reserve districts in accordance with the usucl
practices. Beginning with the August roport, it will be nccessary for the
Regerve Bauks to send the Board only one copy of the depsrtment store cole~
lections and receivables for individual stores classified by States.

In accordence with a previous agreement with the Department of
Commerce, the Federal Reserve statistics on furniture store credit are to
be substituted for those collected by the Department.

Release of consuner debt estimates and indexes

Curreni releases issued by the Department of Commerce will be
taken over by the Board and continued in epproximately their present form
for the next few months. At present the following releases ars published
rionthly:

1. Consumer instalment cash loans covering loan volume, repay-
nents and outstandings of personcl finance compenies, cred-
it unions and industrial banks.

2. Retail instalment credit - carrying indexes of instulment
receivables and instalment collection ratios for furniture
stores, household oppliance stores and jewelry stores.
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3. Department store credit - containing indexes of opeu and in-
stalment accounts receivebles and collesction percentage for
open accounts and instalment zaccounts.

Copies of the most recent releases are attached for your information.

The Board will send current releases to respondents and others
centitled to receive them using the present mailing list of the Department
of Commerce. A study of each reporting group will indicate whether dis-
trict totals of reported items should be rcleaced currently or whether
publication by districts should be delayed until a more zdequate coverage
is obtained.

Other consumer debt statistics

In addition to publishksd consumer debt statistics projected on
the basis of monthly reports, the Board will take over certain unpublished
debt series developed by the Department of Commerce., These unpublished
data include charge account receivebles, instalment debt of "all other re-
tail siores", single payment commercizl bank loans, F.H.A. Titie I consumer
loans, unregulated and miscellancous cash lenders, service debt, pawnbroker
loans, and meil order house receivables, collections and salss. Many of
these series are extrenmely rough but until such time o3 more adequate in-
formation can be developed they will be used in arriving at ail-inclusive
estimates of the ftrend of consumer debt.

The transfer also covers the Retall Credit Survey which has been
made annually by the Depertment of Commerce. Plans as to how and on what
geale this survey will be continued have not 28 yet besn formulated.

Authorization to hronsfor back reports

Because the reports for prior periods were given to the Credit
Resecrch uwnit of the Burecu of Foreizn ond Domestic Comuerce in confidence,
they are not to be tror fvr”ud to the System without the cuthorization of
the individual rospondents. rdg for this purpose will be provided and
will be collected with the il?ut report. These authorizations should be
sent to the Board end back reports will then be forwarded to the respec-
tive Reserve Bunks.

Attachments

{

\) partment of Commerce press statements with addressed copies only.)
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Pege Five

Suggestad draft of letter tc be scnt by
the Reserve Banks to the respoadents

Deayr Sir:

For scme period now you have besen reporting certain
consumer credit figures to the Burcau of Foreign and Demestic
Commerce. The statistics compiled by this agency have been of
great use tc the Reserve System in its administration of Regu-

~ lation W. In view of the System's special interest in the
field, arrangements have been made with the Department of Com-
merce to centralize the collection of such statistics in the
Reserve Svstem. A form for reporting August figures and an
addressed and stamped return envelope arc enclosed.

Your reports for prior periods were supplied in con-
fidence to the Department of Commerce. In view of the transfer
and becausc the back reports arc necessary for the proper main-
tenance of the current series, we should appreciate your author-
izing the Department of Commerce to transfer these back reports
to the Fedsral Reserve System. This can be done by signing the
enclosed card and returning it with your August report.

Your figures will be treated confidentially and the
data will not be published in a manner that reveals the opera-
tions of individusl establishments. The purpose of these re-
ports is to supply factual material needed for determining the
policies of consumer credit regulation as well as for the use
of' cooperating business concerns and the general public. They
are not for the surveillance or control cf individual estab-
lishments.

Very truly yours,

Enclosures
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Dear Sir:

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-545

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD -

August 31, 1942

The following is an excerpt from a letter dated August 11,
1942, sent to a Federal Reserve Bank regarding Regulation W:

"This refers to your letters of June 1 and July 30,
1942, regarding the question whetner, under Regulation W,
a Registrant may purchase or discount an instalment obli-
gation arising from the sale of an automobile on terms
more iiberal than those prescribed in the Regulation, it
the obligation arose out of a bona fide transaction between
two individuals not engaged in the business described in
the Regulation and who were consequently not subject to
its requirements.

"As your letter of June 1 indicates, the question is
one with respect to which there may be reasonable differ-
ences of opinion. As you know, however, section /A provides
that 'each instalment cale shall comply' with the specified
requirements applicable to the described gbligations, and
section 3(a) describes the persons who must observe these
requirements. A person not ‘'engaged in the business'! may
extend credit without complying with section 4 only because
he is exenpt from section 3(a). Such exemption, however,
is personal to the person making the casual transaction and
it does not change the status of the paper or. carry over
to a subsequent purchaser thereof. It is the Board's view,
therefore, that the fact that the credit was originally
granted by a person who enjoyed such a personal exemption
under section 3(a) does not alter the requirements that
apply to the oblization and that must be followed by a Reg-
istrant who subsequently purchases or discounte the obli-

gatiocn.
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"On previous occasions when this question has been
presented to it, the Board has referred to the second para-
graph of W-57 as showing, according to the foregoing rea-
soning, that the Registrant may not purchase or discount
the obligation if, at that time, it shows ton its face'! any
failure to comply with section 4 or if the Registrant knew

of any fact by reason of which it failed to comply with
that secticn."

Very truly yours,

—
= ¢/ Ttkeq

L. P, Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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S-546

TELEGRAM

September 3, 1942

(Addressed to the Presidents of all Federal Reserve Banks)

The following is an excerpt from a telegram sent

today to a Federai Reserve Bank:

Digitized for FRASER
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Federal Reserve Bank of St. Louis

"Section 8(m) of Regulation W does not ex-
empt credit to finance the installation of a
stoker if same kind of coal is to be used.

Stoker installed in connection with change of
fuel, as from oil to soft coal or from hard coal
to soft coal, quelifies only when stoker is nec-
essary for mechanical reasons to burn the type of
coal to be used."

(Signed) L. P. Bethea

64
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON S-547

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

September 5, 1942.

Dear Sir:

The Board has received inquiries relative to the revision
of obligations arising out of credit extended to automobile sales-
men for the purchase of demonstrators,which was formerly exempt under
old section 6(h) of Regulation W. It is understood that, because of
the unforeseen difficulties that have been encountered by the automo-
bile trade, some salesmen are now unable to retire such obligations.

It is the Board's view that if the credit was extended orig-
inally for less than 12 months, the maturity of the obligation may be
extended to 12 mont hs from the date the credit was originally extended,
in view of scction 10(a). It is the Board's view also that if the
Registrant accepts a Statement of Necessity in accordance with section
lo?d), which, in view of the aforementioned difficulties, would seem
to be proper in many cases, the renewed obligation may provide for in-
stalments running 12 months from the date of the renewal.

Of course, if the note was originally made before September
1, 1941, it may be renewed in accordance with the principles stated
in W-28.

Very truly yours,
?/é}é) -

A A .

L. P. Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.

= SER
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON ) S~51+8

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

September 15, 1942

Dear Sir:

The Board has received from the War Depariment a memo-
randum dated September 10, 1942, signed by Lieutenant Colonel Paul
Cleveland, regarding the cancellation of terminated guarantee agree- -
ments previously executed by the Federal Reserve Banks on behalf
of the War Department under Executive Order io. 9112. TFor your in-
formation and guidance the statement regarding this matter con-
tained in the War Department's memorandum is sef forth below:

"l. In a number of cases, guarantee agrcements exe-
cuted by the Federal Keserve banks, as fiscal agents of
the United States, have been terminated, either because
of payment of the loan, execution of a supecrseding guaran-
tee agreement, surrender of the guarantece agroement by the
financing institution, or for some other reason.

"2, In all these cases, all executed copics of the
terminated guarantee agreements in the posscssion of the
Federal Reserve banks and the financing institutions
should be physically cancelled, cither by stamping the
word 'cancelled' over the signaturc of the Federal Rescrve
Bank, or by perforation of the signaturc of the Federal
Reserve Bank.

"3, In any case where the guarantec agreement in
question has not already been physically cancelled, it is
suggested that the best procecdurc will be for cach Foder-

: al Reserve Bank to write to the financing institutions,
requesting them to physically cancel the guarantee agrce-
ments in question, in the manner specified above, and to
advise the Federal Reserve Bank that this has been done.
The Federal Reserve Bank should then cancel its copies in
the same manner.

"L, It is requested that all the Federal Reserve
banks be asked to forward to the War Department at their
early convenience a list of all guarantee agreements that

PV ICTORY
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"have been so cancelled, and that thereafter they inform
the War Department each time an exccuted guarantce is
so cancelled.”

In accordance with the fourth paragraph of the War De-
partment's memorandum, it will be appreciated if you will forward
to the Board at your early convenience for transmittal to the War
Department a list of all guarantee agreements executed by your
Bank on behalf of the War Decpartment which have been cancelled
as the result of their termination. It will also be appreciated
if in the future you will advisc the Board of each such ecancel-
lation of an executed guarantee agreement in order that we may
transmit advice thereof to the War Department.

Very truly yours,

p——

= % L htp

L. P. Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.

org/

Federal Reserve Bank of St. Louis
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON ' S=549

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

September 15, 1942.

Dear Sir:

Colonel Mechem of the War Department recently ad-
vised us informally that one or two of the Federal Reserve
Banks had requested reimbursement for the cost of furniture
purchased for use in connection with work performed for the
War Department pursuant to Executive Order 9112. He stated
that he would prefer not to have to maintain an inventory rec-
ord of furniture and equipment purchased by the Reserve Banks
as fiscal agents of the War Department, and hoped that such
purchases could be avoided.

If your Bank finds that it does not have furniture
and equipment which it cen use on a rental basis in handling
work for the War Department or finds it impracticable to pur-
chase furniture and equipment for its own account to be used
on a rental basis in connection with work performed for the -
War Department, it will be appreciated if you will write us
with respect thereto giving full details. Upon receipt of:
your letter we will take the matter up with the War Depart-
ment to see what procedure can be worked out for acquiring
the necessary furniture and equipment.

Very truly yours,

[ e

/’__,...»ﬂ D 7,
/’L/{M__

L. P. Bethea,
Assistant Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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BOARD OF GOVERNORS
Ly OF THE
£y

4@@“{%& FEDERAL RESERVE SYSTEM

f.%gz WASHINGTON 5-550
§§ ADDRESS OFFICIAL CORRESPONDENCE
3N o f‘a{; TO THE BOARD
Q) @ .
f}’ﬁﬁigianﬂfiiﬁﬁﬁ
September 16, 1942,
Dear Sir:
Referring to the Board's letter S—521 of June 30,
1942,. the revised form enclosed with that letter has been
modified by the following insertions and amendments:
9.(a)(6) Nature of product.,
9.(b)(1) Amend to read: "Name and address of
concern issuing subcontract and sig-
natory."
9.(b)(3) Amend to read: "Unit of government
for which products are being provid-
ed and prime contract number."
9.(b)(6) Nature of product.
In the case of Navy Department guarantees, where
the applicant for the loan is a subcontractor, it is desir-
able, whenever possible, to obtain from the company letting
the subcontract a letter relative to the subcontractor's ~
ability to perform pursuant to the terms of the subcontract.
Very truly yours,
: B e
L. P, Bethea,
Assistant Secretary.
QPYICTORY

‘?I BUY TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS,
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BOARD OF GOVERNORS v
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON S=551

ADDRESS DOFFICIAL CORRESPONDENCE
TO THE BOARD

September 16, 1942

Dear Sir:

The Board has received from the War Departuent a memo-
randum dated September 14, 1942, signed by Lieutenant Colonel
Paul Cleveland, regarding the necessity for including in guaran-
tee agreements, in sumnary form, all of the terms and conditions
of the loan required by the War Department's instructions. A
copy of this memorandum is enclosed for your information and guid-
ance.

We are-informed by the War Department that the word "sub-
stantially" as used in paragraph 2 of the enclosed memorandum is to
be read in the light ol the memorsandum from the War Department dated
August 15, 1942, referred to in our letter of August 18, 1942, with
regard to minor changes in conditions prescribed.

Very truly yours,

= 7/ ,7/1//(/;‘

L. P. Bethea,
Assistant Secretery.

Enclosure

TO THE PRESIDENTS OF ALL FEDERAJL RESERVE BANKS
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WAR DEPARTMENT

Headquarters, Services of Supply

Washington, D. C.

September 14, 1942

MEMORANDUM: From the War Department to the Board of Governors of the
Federal Reserve System

SUBJECT: Review of executed guarantee agreements: omission of
terms and conditions requirasd by the War Department's
instructions to the Federal Reserve Banks

1. As the result of a review of a certain number of exe-
cuted guarantee agreements, and of correspondence with some of the
Federal Reserve Banks on the subject, it has become apparent to the
War Department that there isg some misunderstanding between it and the
Federal Reserve Banks about the procedure to be followed in executing
guarantee agreements that have been authorized by the War Department.
It is hoped that this memorandum will serve to explain the position of
the War Department on this subject.

2. All of the terms and conditions of the loan substantial-
ly as specified in the War Department's instructions (which in almost
all cases are the terms and conditions recommended by the Federal Re-
serve Bank) should always be stated in summary form in the guarantee
agreement or in some document expressly referred to in the guarantee
agreement. The reasons for this procedure are:

a. The terms and conditions are a part of

the description of the kind of loan that tha
War Department is willing to guarantee. They
thus constitute an important part of the con-
tract of guarantee between the War Department
and the financing institution, and they should
therefore appear in the formal guarantee agree-
ment, which' is the sole contract between the
War Department and the financing institution.
Otherwise, there may be some doubt whether they
constitute a part of the contract between the
War Depariment and the financing institution.

b. In those cases where some of the terus
and conditions are transmitted by the Federal
Reserve Bank to the financing institution, but
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are not included in the formal guarantee agree-
ment, it may always be possible for the finan-
cing institutions, without bad faith, to modify
or waive these conditions after the guareantee
agreement has been executed.

3. In those cases where a review of the guarantee agree-
ment shows that some of the required terms and conditions have been
omitted, it is necessary for the War Department to ask the Federal
Reserve Bank whether or not the terms end conditions in question have
been covered outside of the guarantee agreement. The War Department
must always be prepared to respond to any request that may come to it
from the General Accounting Office for information as to the entire
guarantee transaction between the War Department and the financing in-
stitution. ; '

4+ Kindly transmit the foregoing to all of the Federal Re-
serve Banks.

War Department of the United States

By: (Signed) Paul Cleveland
PAUL CLEVELAND
Lt. Colonel, A.U.S.
Chief, Loan Section.
Advance Payment and Loan Branch
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BOARD OF GOVERNORS 3

OF THE )

FEDERAL RESERVE SYSTEM

WASHINGTON S-552

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

September 17, 1942

Dear Sir:

The Bureau of the Budget began on August 31, 1942, to
assign approval numbers and expiration dates to all the report
forms of Federal agencies which have been reviewed and approved:
by the Division of Statistical Standards.

The appearsnce of an approval number on a report form
will indicate to respondents that the form and the plans and pro-
cedures for the inquiry of wnich it is a part have been reviewed
for technical adequacy, possible duplication, coordination with
related work of other agencies, snd the need for the inquiry in
the light of the burden and cost both to respondents and to the
TFederal Government. Prior to the inauguration of the approval
numbers, the Division of Statistical Standards of the Bureau,
and its predecessor the Central Statisticel Board mads no pro-
vision to have an indication upon a form that it was duly re-
viewed and cleared.

The assigrment of approval numbers will assist in more
adequate control over report forms. The step was taken at the
request of Federal agencies and business organizations because
of the increasing hurden on respondents resulting from the del-
uge of questionnaires mainly in connection with the war effort.

We believe that for numerous reasons it would be bene-
ficial for the Banks, as well as the Board of Governors, to co-
operate with the Bureau of the Budget in this undertaking. As
you know, the Federal Reserve System has been cooperating with
the Bureau of the Budget by furnishing it with a quarterly state-
ment pertaining to report forms used by the Board of Governors
and the Federal Reserve Banks.

There is enclosed explenatory material consisting of
copies of Budget Circular No. 360, Supplement 1 to this circular,

http://fraser.stlouisfed.org/
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and a memorandum from Stuart A. Rice, Assistant Director in
Charge of Statistical Standards, to the heads of executive de-
partments, independent establishments and other Government agen-
cies, including corporations. We are also sending you five copies
of DSS forms No. 63 and 63a. Please fill these in in accordance
with the instructions contained in the explanatory material and
return four of them to reach the Board not later than September
25, 1942, together with four copies of each questionnaire or re-
port mentioned in the forumi, so that we can transmit them to the
Bureau of the Budget before Octcber 1.

Plecase note that with the inauguration of this report
Budget Circular No. 351 (see F.R.L.L.S. #3945) which requires
each PFederal egency to report quarterly on all new forms, revised
forms, and discontinued forms to the Division of Statistical Stand-
ards of the Bureau of the Budget, has been suspended until further
notice. However, it will be necessary for you to send us any pro-
poscd new or revised form before its use is begun so that an ap-
proval nuiber and an expiration date for the form may be obtained
from the Division of Statistical Standards.

Very truly yours,

o 1Y )suuip

Chester lMorrill,
Secretary.

Enclosures 15

TO THE PRESIDENTS OF ALL FEDERAL' RESERVE BANKS

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



BOARD OF GOVERNORS -5,
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTDVN S5-553

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

September 19, 1942.

Dear Sir:

There is enclosed for your information a copy of Gen- -
eral Order No. 54 Revised adopted by the Maritime Commission on
August 25, 1942, and received by the Board with a letter of
transmittal from the Maritime Commission dated September 12, 1942,
relating to the delegation of authority by the Maritime Commission
to guarantee loans under Executive Order No. 9112, Yoﬁr particu-
lar attention is directed to paragraphs 1) and 2) of the General
Order which, of course, affect the instructions of the United

States Maritime Commission to all Federal Reserve Banks dated May

7, 1942,
' Very truly yours,
.
)3’{,%/(4“
L. P. Bethea,
Assistant Secretary.
Enclosure

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS
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UNITED STATES MARITIME COMMISSION
Washington

At a regular session of the United States
Maritime Commission held in its office in
. Wachington, D. C., on the 25th day of
August, 1942

GENERAL ORDER NO. 54 REVISED

Delegstion of authority to guarantee loans by the
United States Maritime Commission under the pro-
visions of Executive Order 9112

WHEREAS, the Commission, pursuant to the provisions of Section 1

of Executive Order 9112, dated March 26, 1942, is authorized, without

regard to the provisions of law relating to the making, performance,
. amendment or modification of contracts, (a) to enter into contracts
with any Federal Reserve Bank, the Reconstruction Finance Corporation
or with any other financing institution guaranteeing such Reserve Bank,
Reconstruction Finance Corporation or other financing institution against
loss of principal or interest in connection with loans which may be made
for the purpose of financing any contractor, subcontractor or cther en-
gaged in any business or operation which is deemed by the Commission to
be necessary, appropriate or convenient for the prosecvtion of the war,
and to pay out funds in accordance with the terms of any such contract
- so entered into, and (b) to enter intc contracts to make, or to partic-
ipate with any Federal Reserve Bank, the Reconstruction Finance Corpo-
ration, or other financing institution in making loans, discounts or ad-
vances, or commitments in connection therewith, for the purpose of fi-
nancing any contractor, subcontractor or others engaged in any business
or operation which is deemed by the Commission to be necessary, appro-
priastz or convenient for the prosecution of the war, and to pay out
funds in accordance with the terms of any such contract so entered into;

s WHEREAS, pursuant to Section 2 of said Executive Order, it is pro-
vided that the authority conferred by Section 1 thereof may be exercised
by the Commission or may also be exercised in its discretion and b