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There are attached for your inforretion copies of the amend-
ments to the Banking Act of 1935 recommended by Ir. Viller during his
testimony tefore the subcommittee of the Senate Committee on Banking
and Currency on Friday, May 24, end Vondey, Nay 27, 1935.

In addition, Dr. Miller recommended:

he Board be made as independent as possible by the
ficio members from the Board and by stating in the
f the Board should be removed from office during

removal of the e
law that no member o
his term of offi

(2) That the pension provisions of the bill be enacted.

(3) Thet the Board be reconstituted as & "Board of Governors
of the Federel Reserve System" and be given the power to elect its own

Cheirmsn; and

(4) Thet ultimetely all powers of Federal supervision over
banking bte consclidated in one body.

é

During the course of Dr. Miller's testimony, Senator KcAdoo
expressed himself in fevor of heving the members of the EBoard ap-
pointed for life and forbidding the Federal Reserve banks to use the
title of "Governor" for eny of their officers. He also seemed to
favor giving the Board final authority over open merket operations
end consolidating in one body all Federsl euthority with respect to
the supervision of banking.

To meet Senstor Gless' objection to forcing Federal Reserve
banke to particirete in open market operations, Senator VMeAdoco sug-
cested that, instead of giving each Federsl Reserve bank the right to
refuse toc participete in open market operations, the bill might give
the Board the authority to excuse any Federal Reserve bank from parti-
cipatinz ir open merket operations.

Senstor Bulkley took issue with Dr. Miller's objections to
the eligibility provisions of the bill and seemed to favor those pro-
visions.

Respectfully,

’ Walter Wygft,

/ General Counsel.

~ Attaechments. )
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AMENDWENT TO BANKING ACT OF 1985 RECOMMENDED B DR. MILLER TO
SUBCOMMITTEE OF SENATE COMMITTES ON BANKING AND CURRENCY.

SUGGESTED AMENDMENT TO H.R. S387 AND 8. 1718.

Strike out everything comeneing with lime 19 en page 33, through

and including line 22 on page 40, and substitute the felleowing:
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ederal Reserve Bank of St. Louis

"Class C directors shall be appointed by the Federal
Reserve Board and ome of them shall be designated by the Federal
Reserve Foard as Chairmen of the Poard of Nirectors. The Chaire
men shall be the highest official of the bank, shall preside
at all meetings of the Peard of Directors at which he is
present, and may, st his disoretion, exorcise supervision over
the bank and its officers. Heo shall be a man of outstanding
and tested oharacter amd experience and shall be eminently
qualified to give effective represemtation to the point of
view of the publie interest in al)l matters pertaining to the
policies and operations of the Federal Reserve bank, and shall
eonsult with amd be sonsulted by the Federal Reserve Board frem
time to time respecting sush matters. e shall receive an
snnual ecompemsation to be fixed by the Federal Reserve Hoard
and paid monthly by the Federal "eserve bank to which he is
designated. One of the directers of Class C shall be appointed
by the Federal Reserve Roard as Deputy Chairmen and shall pre-
side at rwetings of the Board of Directors in the absence of
the Chairman. In the sbsence of both the Chairman and the
Deputy Chairmen, the third Class C director shall preside at
meotings of the Board of Directors
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"At eash Federal Reserve bank there shall be a Governer,
who shall be the astive executive officer of the bank. The
Governor shall be appointed by the Board of Directers. FHe
may be appointed by the Federal Reserve loard as one of the
Class C diresters of the bamk; but, in suech event, his tem
of office as Class C director shall termimate when he ceases
to be Govermor of the bank. Fer eash Federal Reserve bank
there shall be appointed ammwally, in the same msnner as the
Geovernor, a Viee Governer, who shall, in the absence or dis-
ability of the Governor or during any weansy in the office
of Governor, serve as the astive executive officer of the
bank. Whenever a vecancy shall cocur in the office of either
the Governor or Viee Governer of a Federal Reserve bank, it
shall be filled in the mammer provided for original sppointe
ments) and the persen so appointed shall hold office until
the expiration of the term of his predecessor,

"Effective ninety days after the emactment of the Act
containing this smendment, the office of Federal Reserve agent
shall be abolished and the terms of office of the presemt
inoumbents of the position as Class C directors and Chalrmen
of the Boards of Directars shall terminate; but they shall be
eligible for reappointment, in the diseretion of the Federal
Reserve Board, as Class C directors and Chairmen. Hereafter

Eederal Reserve Bank of St. Louis



the duties prescribed by law for the Federal Reserve agent
shall be performed by such person or persons as the Federal
teserve Board shall designate.

"lio Class A director shall serve continuously for mere
than one full term of three years, except that a Class A
director elected to fill an unexpired term may be reelected
and may serve for the next full term. Jeo Class B director
shall serve continuously for more than two conseoutive full
terms of three years each, except that a Class B director
elected to fill an unexpired term may be elected to serve
the next two full terms of three years each.”
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AMENDMENT TO BANKING ACT OF 1935 RECOMMEND D BY DR. MILLER
TO SUBCOMMITTEE OF SEHATE COMMITTRE ON BANKING AND CURRENCY.
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SUBSTITUTE FOR SECTION 206 OF H. R. 7617 AND 8. 1715.

Sec.206, Section 12A of the Federal Reserve Act, as smended, is
amended by striking out subsections (e) and (d) thereef and inserting in
lieu thereof the followings

"(e) The time, charscter, and volume of all open market
operations of the Federal Feserve System under section 14 of this

Act shall be governed with a view to supporting and reinforeing

the oredit and discount policies of the Federal Reserve System,

when this may be necessary, in order to aid in the establisiment

snd maintenance of sound banking, credit, finaneial end economio
conditions.

de

"(d) In sccordance with procedure presoribed by regulations
of the Federal Reserve Board, the Committee shall from time to
time consider, adopt and transmit to the Federal Reserve Board
resolutions recommending the policies which, in the judgment
of the Cammittee, should be adopted with respect to the open
market operations of the Federal Reserve System and stating
the reasons for such recommendations. Sush resolutions shall
be subject to review, medification and determination by the

' Federal Reserve Board snd, if approved by the Federal Reserve
Baard, shall become binding upem all of the Federal Reserve banks,

subject to such medifications as may be ordered by the Federal Re-

sorve Board. The Federal Reserve Board, upen its owmm initiative
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and wpen the affirmative vote of not less tham four of its
appointive members, may frem time to time, on its om
initiative, preseribe open market policies for the Federal
Reserve System.

"(e) Egeh Federal Reserve bank shall purchase or sell
obligations of the United States, bankers' aceceptances, bills
of exchange and other obligatioms of the kinds and maturities
made eligidle for purchase under the provisions of sectiom 14
of this Act, to such extent and in such mamner as may be re-
quired b, the Federal Reserve Board in erder to effectuats the
open market policles approved or preseribed by the Federal ie-
serve Board under the provisions of this section and each

deo

Federal Feserve bank shall cooperate fully, in every way, in
making susch policies effective.

"(f) All sctions taken by the Federal Reserve Board with
respect to open market policies shall be clearly recorded, to-

gether with a statement of the reasons thereforjy and, if any
member of the Board vote against such actions, such vete, to-
gother with any reasons therefor, shall also be recorded. In
its annual report for each year the Federal Reserve Board shall
publish in full all resolutions recommending open market policies
end stating the reassoms therefor which were adopted by the lederal
Open larket Committee during the year covered by such anmual report,
. together with the full text of the contemporaneous record of all
* actions taken by the Beard with respect to open market operations
Digitized for FRASER and the reasons therefor and all dissenting votes and the reasons
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ANENDM NT TU BAMKING ACT OF 1935 RECOMMENID BY URe MILLEK
TO SUBCUMMITTEE OF SENATE COMM. TTEE ON BANKING AND CURRENCY.

PROPOSED SUBSTITUTE FOR SECTION 208 of 5 ¢ 1715 and H.ki. 7617,

Sece. 206, Sections 10(a) and 10(b) of the Federal Heserve Act,
as smended, are hereby repealed and section 1f of the Federal ieserve
Aot, as smended, is amended by adding at the emd thereof a new pare-
graph reading as follows:

“Notwithstanding any other provision of law, whem it
doems it in the public interest and by an affirmative vote

of mot less than ____ of its members, the Federal Reserve

Bowrd, nmay suthorise any Federasl Leserve bank, for limited

periods to be preseribed by the Beard but which may be ex-

tended by the Doard from time te time, to make advances to
member banks which have ne further eligible and acoeptable

assets available to enable them to obtsln adegquate credit
sccomnmodations through redisecunting at the Federal heserve
bank or by amy other method provided by this Aet. Such ad-
vances mey be made on the promissory notes of such member banks
seoured to the sstisfaction of the Federal heserve bank and
shall be subjeet to sush regulations and shall bear such rates
of interest as may be prescribed from time to ti e by the Fede

eral Reserve Board,"

‘
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ANERIA NT TO BAKKIEG ACT UF 1998 LECUMMANDED EY DEJMILLER
TO SUBCOMMLITTEE OF SENATE COMMITTIER ON BANKING AMD CUKRENCY.

PROFPUSED SUBSTITUTE PO FECTION BOB OF S417186 and [ .:.7617.

See. 208, The seeond persgraph of seetion ¢ of the Federal

Reserve Act, s smended, is smended to resd as followse:
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"iny Federsl ieserve benk msy meke spplication to the
local redersl Leserve agent for such smount of the Federal lee
serve notes hereimbefore provided for as it may require. Sueh
application shell be asoompanied with a tender to the lecal rede
ers]l Heserve sgent of collateral in smoumt equal to the sum of
the redorsl Heserve notes thus spplied for and isswed pursusat
to such application. The collstersl security thus offered shall
be notes, drafts, bille of emshange, or asceptances sequired under
the provisions of seetion 1T of thie Aok, or bills of exchange ine
dorsed by a member bauk of any Federal leserve cdistriot and jure
cheased under the provisions of gection 14 of this iet, or bankers’
scooptances purchesed under the provisions of seld gseotion 14, eor
gold oertificstes: Provided, however, "hat the Federsl Leserve
Poard, should it deem it nmesessary to safegusrd the publie interest,
upon the sffirmetive vote of not less then ___ of its sppointive
members, may suthorise the Federal issserve banks to offer, and the
Federal Heserve agents to acoept, as such collateral seourity, die
reoot obli aticns of the "nited ftatss, “ueh suthorisation shall
be granted only im execptional and exigent eiroumstances and omly
for 1ixited periods but mey be estended frem ¢i.e te time upon the
affirvative vote of not less then _ __ appeintive mecbers of the
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Federal Reserve Soard. Upon the expiration of such authoriza=-
tion, such obligations of the inited 3tates shall be retired as
security for Federel Reserve notes. In no event shall such collat-
eral security be less than the amount of Federal Heserve notes
applied for. The Federal Heserve agent shall each day notify the
Federal Heserve Board of all issues end withdrawals of !ederal
Reserve notes to and by the Federal feserve bank tc which he is
acoeredited.s The said Federsl feserve Board may at any time ecall
upon & Federal Keserve bank for additional security to protect

the Federal Heserve notes issued to it.,"
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AMENDMENT TO BANKING ACT OF 1935 KECOMMFNDED BY DR.MILLER
TO SUBCOMEITTEE OF SERATE COMM' TTEE ON BANKING AND CURRENCY.

FEDERAL ADVISORY COMMITTER

For the purpese of aiding in the establishment and mainten~
ance of more stsble cconomie conditions in the United States, there is
heredy orested a Federal Advisory Committee (hereinafter referred to in
this section as "the Committee"), which shall comsist of five members
appointed by the President of the United States by mnd with the adviece
and consent of the Semate. The members of the Committes shall be chosem
with partioular regard for their qualifications for the discharge of the
duties irposed upon them by this Aet, Not more than two members of the
Federal Reserve Board may serve at the same tine as nembers of the Come
mittee.

For the purpese of assisting the President in the selection of
the members of the Committee, two lists of persons eminently qualified
for membership thereon shall be prepared and submitted to the Federal
Reserve Bowd on or before Ostober 1, 1986, Easch list shall inelude the
nanes of not less than five nor more than fifteen persons and shall be
accompanied by a memorandum stating the gqualifications of eash such per-
son. One list shall be prepared and submitted by the American Zeomomie
Assoeiation, and one by the twelve Federal Reserve banks, in apecordance
with procedure to be preseribed by the Federal Leserve Board,

After careful consideration and such investigation as it deems
necessary, the Federal Reserve Board shall transmit such lists to the
President, shall advise the President which persons smong those named

in such lists are in the Board's judgment best gqualified for membership




on the Comsd ttee, and shall add thereto any nominstions of its om
selection. In seleeting the members of the Commi ttee, the Presidemt

, shall give due consideration to such lists, the additionsl nowminations
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but he shall mot be required to seleet the members of the Committee from
such lists or mominees.

Similar lists shall be prepared and submitted to the Fresidemt
in like menner and with like effect whemever any vacancy ocours or is
sbout to occeur in the membership of the Committee.

Of the five original members of the Committee, cne shall be
appointed for a term of twe years, one for a temm of four years, ome
for a term of six years, one for a term of eight years, and one for a
tern of ten years and thelr suceessors shall be appointed for terme of
ten years oash, except that a person sppointed to fill a vasancy created
otherwise than by the expiration of the term of a member shall serve for
the wnexpired term of his predecessor,

The members of the Committee (other tham those who are at the
sane time members of the Federal Keserve Soard) shall devote their en-
tire tice to the business of the Committee and shall receive salaries
of §12,000 per annum, payable monthly, together with astual necessary
traveling expenses, which salaries and expenses, together with all other
expenses of the Committes, shall be paid by the Federal LReserve Board
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from the proceeds of assessments levied on the Federal Reserve banks in

the msmner preseribed by the Federal Reserve Act for defraying the sal-

aries and expenses of the Federal Reserve Beard: Provided, That the Com-
mittee shall annually submit a budget to the Federal Reserve Board which
shall be subjeot to the Board's spproval.

With the consent of the Federal Reserve Hoard, the Committee
may utilise the services of members of the EBoard's staff) and, within
the limitations of the budget approved by the Board, the Cemmittee shall
have authority to employ amd fix the compensation of such addi tiomal ex-
perts, msistants, attorneys, elerks and other employees as may be deemed
necessary to condust the business of the Cammittee. All salaries and
feos of its employees shall be fixed in adwvence by the Camittes and
shall be paid in the same manner as the salaries of the members of the
Committee.

Retired appeintive members of the Federal Reserve beard may,
in their diseretion and with the consent of the Canmittee, serve as ex-
officio members of the Committee, in sddition to the five appointive nem-
bers; bwt such ex-officioc members of the Cemmittee shall have no vete
and t he aggregate smount of their retirement pay, plus any compensation
received from the Cammittes, shall not exeeed §12,000 per smaum.

It shall be the duty of the Committes to study (1) ecomomie,
industrial, fimansial and momstary conditions, the werkings of the bank-
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ing system and the Federal leserve fystes, the effectc of Tnited itates
Treasury cponu:m, the lews relatin: to banking, and any other factors
which, in its judgment, may arffect the stability of gemers]l coonomie
conditions, and (2) the methods of alding in the establisiment snd securing
the malutenance of more stable economic econditions in the U ited 5tates.
The Committee shall report its findings from time to ti e to the Federal
heserve Board,

For the purpose of alding in the esteblisciuent and seouring the
maintenance of more stable soomamie conditions, the Cummittee shall alse
make recommendations to the 'ederal leserve Uosrd from time to time with
regard to the open market operations and diccount rates of the ederel
leserve banks snd the reserves required to be nalnteined by mesmber Lanks
of the Federal Reserve fysten. If sdojpled ursnimously by the members
of the Conmittee holding office at the time, the Yederel ieserve Board
shall proceed to put such recommendations into effect, unless they be
disapproved umani eusly by all mesbers of the rederal hsserve Soard hold-
ing office at the tine.

If the recommendations of the Coxmlitles ve not adopted by
unani-ous vote, a full statement of the reasons for sueh recommendations
szd full stetements of the viuws of the smlnmority members of the Come
mithes and the reasons therefor shall be comnmmicated in writing te the
Federal Reserve Deard. After reviewing such recommen atioms and the
ressons of the majority snd minority for snd against the seme, the Fed-
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eral Reserve Board shall set a date for a hearing st which the members
of the Coomittee shall appear. At such hearing, each meuber of the
Conmittee shall be given an opportunity to state fully his reasons for
or against the recormendatioms of the Conmittee and shall eanswer all
questions pertaining therete propounded by the members of the rederal
Reserve Board.

Following sush hoaring, the Federal Keserve Uoard shall again
review the recommendations of the Committee and, within a reasomable
time, shall either approve or disapprove the recommendatiomns of the
Committee, with such modifications as the Board may deem to be in the
public interest. If the recommendations of the Committee be approved
by the Federal Reserve Soard, the Federal Reserve Board shall proceed
to put them inte effeect, with such modifications as it deems advisable.

The Committee shall not make public any of its recommendations
or findings or the results of any of its studies or any other ine
formation in its possessien; but the Federal Keserve Poard shall publish
all findings and recommendations of the Committee and statements of the
Eoard's actions thereon, im the Board's annual reports to Congress in
supplements thereto, or im the Federal Reserve Bulletin,

Upon the completion of the building which the federal Keserve
Board has been authorized to ereet for its use, it may aesign quarters

therein for the use of the Committee.
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The Federal Heserve Board, the Federal heserve benks, the
Secretary of the Treasury, the Reeenstructiom Finanee Corporstion, the
Federal Deposit Insurence Corporation, the Comptroller of the Curreney,
the Comissioner of Internal Kevenue, the United States Tariff Commis-
sion, the Collector of Customs, and all other officers, employees, de-
partments, bureaus, Boards, cormissions, independent establishments and
sgencies of the United States are authorised and directed to make availe
able to the Committes any information in their possession which the
Committee may require for the performance of its duties under this Aet,
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