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ii-qon-national bonds behind publiec deposits.

“, to pay in cash and had to issuwe cléaring houwse oertificates.:
= assist materially on account 0f having funds deposited:in:tight phonr “However,
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Petition granted.
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Elgot advisory cownsels Fix salary of Vice-Chairmen, Page 34

Second director's meetings Declde on bauk quarterss

Determine salaries of directors and officers. Page 36
Eleot Jerome Thrawls Cashier and Secretary. Page 39 fgatt s
Bank opens Page 47
1915

Governor Homlin makes first visit to Xansas City. Page 56
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July 18, First aividend suthorized. fage 65. ) '
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Ogtober 12. Director Wilson resigns. Page 66e
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of 1907
THE PANIC/AS AN "ILL WIND"

Thile the history of the Federal Reserve Bank of Kansas City, like
that of each of the other eleven banks, begins with the date of its opening
November 16, 1914, so closely af_.re the national and iooo.l events of the preced-
ing few yoars related to this history that a brief summary of these preceding
events is not out of placo as an introductory of the actual history of t.he )
banke It can be said in fact that the history of the Federal Reservo’System

~JEmess-0bbie had its indireot beginning during the financial panie of 1907, for
it was that panie that caused bankers and legislators to foresee the neceasity
of a new banking system that would bs at once both, co-opsrative and ' pro=
toctivo temisingspalan. There had been previous attempts on the part of
bank associations to establish emergenoy currency measures to tide over the
crop-moving periods.
o Jo% is well remembere% banks of the country during the stmox‘i
and fall of 1907 were unable to make more thah mea.éer payments of eash and still
ma.inrta.in 1'*their lawful reserves« They wore forced to issue eclearing house certi=
fioatesjland not a few bankers in Kansas City in the years that followed the
crisis pondered frequently over the miraculous escapes from failuré during that
stressful poriode The mention of clearing house certificates recalls to
numerous business men and bankers in this district the cause of prematurely gray
hairs over the financial worries of the eventful year of 1907« The Treasury
at that time was unable to help the banks of the country bocause its funds had
been deposited in tight places. However, the Treasury did tranafet} where pos-
' eible)bénde from deposit asccounts to cireulation accounts: It also substitutad

‘non-national bonds behind the’public deposits. Thile those maasiros wore of

R Sl 0 sl T I R
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some relief nationally, the Kansas ' City banking territory was forced to de-
pend more spocifically upon the resourcefulness of the members of the Kangas
City Clearing House Association. It is noteworthy therefore that some of
the veteran bankers who were so instrumental in preserving innumerable in=-
stitutions from finaneial shipwroeck durinz that memorable year nr'e among the
active mon who assisted in obtaining for Kansas City one of the twelve Federal
Regserve Banks and also in opening this bank to the public. Interesting facts
conoerning some of these men will be found elsewhere in this volume.
Inclastieity was the glaring fault of the banking system in vogue
prior to 1914. The condition may be here roviewed most briefly by stating

combined cap:Lts.l , surplus and deposits
a very few facta. The W/\of the banks of this country prior to

e . 1 2

1914 was enormous when the figures were viewed on paper as the following table

will show:

No, of Banks  Capital & Surplus_ Deposits Total Ssmstepctame

—. Hational 7,600 $2,000,000,000  $7,000,000,000 #3,000,000,000

#7 /" "state and
Trust Co. _ 20,600 2,000,000,000  12,000,000,000 14,000,000,000
28,000 $4,000,000,000  $19,000,000,000 szs,ooo,ooo.ooo

amount of money conSered in ee.ch

As these figures show, the avaragow bank:

___“Ahreraym$ex was approximately $3821,422, \rhich doubtless seamed at thattime a
sufficiently largg average. .gut the stumbling block to ﬁmoew
lay in the fact that bank%ot co-operate except in cases where stock
ownership in state banks mieit provq?\a relief for those Btate banks so co-

ordinated. The 'ha.nka 6f one locality might save that commmity but they could

not draw on t‘neir roeervel to auist naighboring ‘bank- ‘and oommmit.ieu. 'ﬂuv

, reserves ‘of ‘the 7 500 nat.ional ban!a might have been quite uioquata ‘c-'ané in
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many cases it has been since learned they were much more than required by law--
but these reserves under the national bank &ct were bottled up within the bank
where they could not be of any service to the commiinity or to the country. It
has been stated officullj that during the latter part of the panies of 1507
somo banks whjch were required by law to carry only 157 roserves were actually
oﬁr ng;\gttuen 4077 and 507 of theié deposits while in 1914 the roserves of
some banks emounted to 70%. In fact, it is stated authentically that during

, Whieh wae :
~ the stringenocy of 1914, induced largely by inability to move crops,y: ' banks

were carryingfza rmillion:dollars in min their vaults and with their re-

gerve agents/\i.n excess of thelr rogular requirements. The ﬂgact that this 200
millions of dollars might easily have averted the stringency if it had been
usable, shows up the fallasy of the old banking system,’

The loziocal result of the panic of 1907 = and this panic left its
mark ppon the Kansds City banking territory for several suﬁoeeding montha = was
that tho opening bf Congrass on December 7 of that year found Curreney the para-
mount subject for legislation. Senator Aldrich and a member of the House of
Representatives fathered a ourrency bill afterward known as the Aldrich bill.
At the same session Representa.iive Vreeland sutrdtted a bill also aimed at the
correction of the exiltin‘g banking system. | Later during the same sesaion these
two bills wore compromised into the Aldrich-Vreeland bill, stmetimeas called the
"Clearing House Gu:if_gronoy Bt11."

In this connection it may be well to publish for what is believed

to be the first time some "inside history" concorning the formation of the

iy i

AldricheVreeland Aoct, which information may surprise many readers who Bolioved . .-
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they knew the first-hand facts concerning this measure.

The American Bankers Assooiation at its 1907 meeting held at
Atlantio City on September 26 and 26 heard & report from the previously

of the association.

eppointed Currency Commission/ It then appointed a Federal leglslative Com=
mittee of five representative banking men of the United States with instruect- -
ions for them to confer in Washington with Senator Aldrich and the House member
who wa.s assooiated with him in the formation of his currency bills The som-

<

mittee was made up of the following men:

Arthur Reynolds, Prosident:.f Deskioines National Bank, Chairman.

Ee Fo Swinney, Presidentd First National Bank, Eansasm City, Missouri,

Joseph A. McCord, Vic gPresiden .Third Fational Bank, Atlanta, Georgia.

7e Ve Cox, Praaiuenkjaecond National Bank, Vashington, De C.

John L. Hamilton, YzcE-Preaident’*Hnmilton & Cunningham, Hoopeston, Ill.
These men proéeecie;l to Tashington and jafter a consultation with Senator Aldrickawa
his associate, returned to their homes feeling that their advice had been heeded
and their counsel would be accepted. No sooner had they errived at their homes
however than @_hw received § telogramSfrom Washington stating that the
House member with whom they had conferred was playing false with them and with
the country at large in connection with the bill. The telegramadvised them to
return to Washington at once, which they did. E. F. Swinney, President of the
First fational Bank of Kansas City, one of the membersof that committee,rscently
told the romainder of the story as follows:

"0n reaching Washington we ignored the House member referred to, hold
a consultation and decided to appeal to Speaker Cannon of the House for aivice.

| Ve told Speaker Cannon our troubless - - R

“’You mi ght have lmo\m the dmmsd looundral tould have gcmo baok pn

you' was the opening remark of" ﬂfe‘pioturesque veteran of tho House of Ha* gy A
,j / it imm "
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presentatives who whesled in his chair and shouted to a messenger, 'Boy,

to get Vreeland and bring him kn here.'! Fhon the messenger returned with Re-
presentative Vreeland of New Yofk, Uncle Joe enlightsned the Representative
about like this:

"' ¥f. Vreeland, these are my boys and the boys who do the banking
business of this country and the onss we ought to listen to in making up our
banking wgiahﬁon. I know every one of these fallows and they knowx what
we needs I want you to get together with them,find out what they rant’and
then you and Senator Aldrich get this thing to working.'™

And this was the mannsr in which the forerunner of the Federal Rep
serve Act reseived its namo, the Aldrich-Vreeland Bill. It was "Unocle Joe"
Cannon who started Representative Vreeland on his work which was afterward
merged with the result of Senator Aldrich's eiforts. This till was in effect
only an omergency ourrency %ill and as such it mmished re]‘.ia.f.‘ to the banks
‘of Kansas City as well es elsewhere during the streas of erop moving in 1913 and
‘.1ﬂ14. Cufrency resulting frim this bill was commonly called "Aldrich currency”
or "Aldrich-Vreeland currency."

In ¥arch, 1908, Congress appointed the national monetary commisaion
of nine members from the House and nine from the Senate ’ N e
/ whose duties were to investigate the banking systems of warious countries and
roport to Congress with rocommendations for a now banking law for this country.
Financial events subsequeni to that date were not of considerable impértance.
the report Proposing to incorporate the Nationa]rjgsserve Association of the United States.
This cormission made its report Uanbary 19, 1912, The following April the
subdcormi ttee of the House banking and currency committoe, with Representative
. Carter Glass of Virginia as its Chairmax, began the framing of the future bank- .
ing law, the result of which 1;1'.11;0— present méx;.l_-poqervé Aot. The framing ’ :

s , SRS
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of this Aet constituted in effect the re-framing of the Aldrich-Vreeland bill

and the writing into it of financial idoas and plans gleaned from American and
> In the meantime the "Pujo Committee" of the house lad investigated the methods
European sources by the monetary commission.s of banking in the United States
during 1911 and 1912 and also made a repart,
The succeeding over's pertaining to the enactment of a nev financial

law can be grasped from the following chronology in brief:

1913

June 18, Committee Eeported the proposed bill to the House.

July 7, The House began consideration of the b 1l.

September ( emrly), Bill reported to the House Demooratie caucus.

September 9, Bill ratified by the caucus and formally reported to the House,

September 10, Dobate begun in the House.

September 18, Bill passed by the House and reported to the Senate.

October 25, Senate hearings endéd and bill sent to committee.

December 1, Committee reported bill to the Senate and debate was begun.

December 19, Senate sent. bill to conference.

December 22, Reported out of conference. Passaci by House. Vosal - Yeas 29§,
Yays 60.

Decomber 28, Passed in Semate. Vote - Yeas 43, Nays 26. Act signed by

President Foodrow Wilson.

As if paving the way for the accoptability of the new financlel act
that was then in process of formation, events locally in the Kansas City bank=-
ing territory during the two yoars prior to the enactment of the banking law
®eore such as to thoroughly convince any banker of the need for the Federal Reg
serve Act. -bei=ws gonsider first the events aof 1913. The late summer and
fall of that ;ééﬁ"u&'%e olimax of the ever increasing difficulty encouttered
in moving the crops in this western territory. Funds were not availably from

banks to start the crop movement and this situation sutomatically tightened

finance in both the East and %est. Times were hard and deposits resultingly

_,.lcw and rapidly shrinking.

lllll

As ‘e temporary preventive measure the 'l‘reaaury iuuod on August 18

MEVT T

e
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1913, & department oircular No. 18 3

of Government fundas in nationdl banks located in such of the principal c¢ities

the Tf
of the ecountry as the Socte{arye easur&gna’oe.

rmpbmwtinrtredmoweisny  Since it was impracticable for the Govermpent to
extend depesits to smaller towns and cities, the depositaries selected were
expocted to function as mediums of distribution in éwniahing funda to the
localities in need of them for transporting afdd marketing the crops. As
security for such deposits the depositaries placed with the Treasury United
States Government bonds of any issue, equal in amount to at least 107 of the
Troasury deposit. The remaining 90% of the deposit was secured either by
high class stale or mmicipal bonds approved by the Secretary and accepted at
75% pf their market value, or Ly prime commercial or/'buai.neu paper. approved by
the bank offering !'.t.\ and accepted at 76% of its face value.

| It will be seen that the application of the above temporary measure,
at least insofar as the offering of commercial paper as collateral for Govern=-

was conesrned

ment deposits/ was in reality putting into practice the primary phase of the
rediscount privileges contained in the newly signed Federal Reseorve Act. This
tryout of the relisf measure was hifhly successful end saved the country from
what might have been a very sovere stringency during the erop-—mo‘i’ing period.
It wgs used locally during the winter of 1813 and throughout the year of 1914
up until the opening of the Federal Reserve Bank of Kansas City. It was at
first timed to end when the Federal Reserve banke should open but later was

1915
extended to' June 30,in ‘order to provide for any posaible fallure of t.he Fedoral

Tt

: -~ Reserve Aot to meet .xje'qyi_{l‘:ame‘nts. ' This renef measure was cs.rried on throug:
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the Fansas City Clearing House Agsociation and a securities committes of
five local bankers with a Government representative. The members of the
first comnittes were as followsk
E. F. Swinney, Presidenf of the First National Bank,.
P. %. Goebel, President of the Commercial Natl. Benk, Kansas City,Kansas
and also President of the Kansas City Clearing House Assoc-
' fatione.
Fo Ps Neal, Chairman of the Board, Southwest National Bank of Commerce.
Geo. Se Hovey, President of the Interstate National Zank.
¥m, T. Kemper, Predident of the Commerce Trust Company.
Geo. Stevenson, Jr., Govermment Repreasentative.
So successful was the relief work of the securities comuittee in
1913 that the Treasury varied this measure and enlargod its scope in 1914,
On August 4 of that year was amended the Act originally approved May 30, 1508
and subsequently amended by an Act of December 23, 1913, the outcome of these
Acts and amendmonts resolving into a series of what were called naticnal cur-
rency associations. The association affeoting Xansas City was called "The
National Currency Association of Kansas City and Ste Joseph."  The territoery
covered by this assoclation embraced the then natural banking territory of
both Kansas City and St, Joseph. The work was carried on by the clearing house
associations of Kmnsas City and St. Joseph under the direction of an Executive
‘Commi ttee composed of the following:
Je. Fo Downing, Predident of the Hew Inzland Fational “a.nk,.
C.S. Jobea, President of the Security HNational Bank. ‘
Geo. S. Hovey, Prosident of the Enteratats Nationma] Bank.
J. G. Schneider, President of the German-Amerioan (later American
FNational) Bank of S%. Joaeph.
Pe W. Goebel, President of the Commsreial National Bank.
Gs M. Smith, President of the Commonwoealth Naticmal Bank,
An indicatién of tha tensity of the financlal situation in Kansas

ctty during the latter pa.rt of 1914 is foumd 4n t.ha mn\xtos of tha Ka'usaa Oity

CIearing House Auoei.ation under no.to of nuguat 3. j

M s et e

RPN Gz

Houae Agsociation adoptad two no‘t.a'ble reaolutions. ~-The rirat of t.'neso a.hthor-
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ized the issuance of “Clearing House certificates" for the settling of balances
each day between the members of the association, such certificates to bo mccept-
ed by all ereditor benks and given by el debtor banks at the olose of the day's
business. The certificates were issued only on collateral and at 75X of the
velue of thé collateral. They bore interest at 8% per anmum and were redeem-
able by tho bank to whom issued whenever that bank chose to redeem them. It
was stipulated that a olearing house committev should pass upon collateral and
that any loss arising from the issue of ¢ ertificates should be borne by the
signer of the resolution.

The other resolution that 1s now & memorable one demanded a restriet-
ion of the amount of cash to be paid out by banks. S0 necessary was the con-
servation of cash that slearing house members signed an agreement that each
'ba.r_lk should restrioct its payment of currency over its counters to a maximm of
$100.00 a day to any one person and that the aggregate payments to any one
person should not excsed $300.00 per week except for payrolls and for the further
exeoption that where a eustomer deposited only currency a special account cover=-
ing such deposit might be made and if desmed adviseble a like amount of o urrency
might be peid to said customer. The clearing house banks further agreed to
make shipments of ourrency to the country only in special or exceptional oanses
and report daily the shipments made. The state of the publie mind during that
trying time was so inflammable that the final clause of this resolution bound
the members of the association to an agfeement that no information shoul& be
given to the public press except by the President of the Clearing House Assooe
{ation. T Y s . el

' The foregoing reao]uuona were anopted on Sund&v. Au"'ust Do But s
; boforo H. becambl‘fneoeasary to eriatt tham the first shipment. ot tho "Aldr!.ch
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currency” was roceived/by Mr. Stevenson, the Uovernment Representative, and

the day was saved. The resolutions were allowed to stend as emergeney
meagures.
Thus -the maxim "It is an 111 wind that blows né good” might have
been intended to apply to the origin of the Federal Reserve Act, so applic-
able is 1t to the panic of 1907 as a factcr in establishing a Federal Reserve
System and indirectly the Fedoral Reserva Eanz of Kansas City.
No history of the Federal Reserve Aot is camplete or just without
croedit belng given Senator Rdbert L. Owen of Oklahoma for his untiring offorts
to bring about most of the ipportgnt foatures embraced in the measure. Those
efforts began soon after the panic of 1893 when Mr« Owen was President of the
First National Bank of Muskoges, which banlc he estatlished in 1890. Having
sustained enormous losses in doposits, this bank furnished Mr. Owen with an
object lesson in finance and through hias political party he began in 1896 an
attempt to put into the national platform measures designed to prevent panioQ.
Ho failed in this but two years loter wont to Europe and studied the financial
subject in London, Paris and Berlin. Subsequently as a member of Congress,
Mr. Owen presented proposall embracing what he believed to be the most practicab&_‘::
points of European finance for the American situation. .
As Chairman of the Senate Committee on banking and currén’dir; -';:Senator
Owen untiringly fought for the corrective financial principles in w‘hi.eh ho be-
lioved, and it 1s fitting to state here that mush of the success of the Fedarnl
Reserve Act is doubtless dus to this :Senator—:w-%ho was formerly a ba.nkor in

what latar bocame the Tonth Federal Relem .Di strict.
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KANSAS CITY INTO THE FIGHT

No sooner had Prosident Wilson signed the Fedseral Reserve Act on
Desember 23, 1915, than Clearing House Associntiona in every city of importe
ance in the United Statos appointed themselves "auxiliary committess” to
assist in carrying out the provisions of Section 2 of the Act. Section 2 pro-

vided that -

"As soon a3 practicable the Secretary of the Treasury, the
Sectatary of ! #.%r:.eulturs and the Comptroller of 't.he Currency,
acting as the 'reserve bank organization committee', shall
designate nol less than eight nor more than 4wslwve cities to
be kmown as Federsl Reserve clties, and shall divide the con-
iinentel United States, exociuding Alaska, into districis, each
district to contain only one of such Federal Reserve cltiess
The determination of maid organization committee shall not be
subjeot to review exsept by the Federal Reserve Board whon or-
ganized: Provided, fhat the districts ehal}l be apportioned
with due ragard to the convenisnce and customary course of
business and shall not necessatily be coterminous with any atate
or states, ota."”

¥any cities were in the fight for the Federal Reserve “ank even be-
fore the publication of the Act, for they had been Well advised by their re- .
peosentatives in Congress as to the approximate wording of the organization sectimn
of the Act. .

So early was the start of mumsrous eastern cities in the fight for r'o-
cognition as roserve centors that there was prevalent early in Janyary a- fool-~
ing throughout th‘q\ country that EKansas City would not get one of the banka. So
strong was this feeling as it was expressed in the East and repsated to the ears

__of Ka.nsas Citians that a spirit of keen determination took hold of the. Kansg.‘s City

tENERDLC

ba.nker.s and made their fight for recogni.tion a ttrenuous and a. sucoeastul one. o

& S STt hoo rall LT Y
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" The oentral reserve centera at that time were New York, Ohicn ud e

It was virtually certain that thosh three’ eitiea would besomo ‘Fed -

— _’/

IRTUIT RO SRVERIL S SIMAR



=12~

,¢{era.1 Reserve oities. So close to St. Louis was Eansas City that it was
gonerally believed the latter city should attampt to beooome a branch of one
of the Federal Reserve Banks w' ich would undoubtedly be located at St. Louis.
™§th this arrangement in mind a committes from the St. Loids Clearing House
Association came to Kansas City direotly aftor .the signing of the Federal Re-
serve Act and held a session with a special copmlttee of the Kansas City Clear-
ing House Association with a view to enlisting Kansas Citians' aid in behalf of
Ste Llouls, the latter city to compensate by assuring Kansas City of the location
of a branch bank. The committee from the Kansas City Clearing Houss was as
follows:

E. F. Swinney, Preésident First National Fank.

Ps %W, Goebel, Prosident Kansas City Clearing House.

Jo P, Downing, Prosident New England National Bank.— Z

F. Pe Neoal, Presidant Southwost National Bank. ;

@eTs Kemper, President Commerce Trust Company. —

The St. Louis bankers made a strong plea but failed to convince the

Kansas City men that Kansas City was not entitled to one of the twelve Federal
Reserve Banks. The attitude of the committee was, "We have nothing to loyejr} and

something to gaih."

James A

SenatorAReed was also prejudiged against the chances of Kansas City

until he held a conference with the committee at their request. This conference
lasted all one Sunday forenoon and at its close the junior Senator fram Missouri
#%as himself convinced that Kansas City was logically suited for a bank separate
from the one that might be located at St. Louis. The senior Senator, Josl E,
Stone, was 111 at his home in St. Louis and was unable to take an active part in

tho matter, but Senator Reed. returned t.o Wauhington a firm i)olimr i.n Kansas Uity

2RI MLIITY IR T AR

o a.a ' Fedaral Reserve " elty, ‘and a8 a result activities began -apon hl.a a.rr.lul hm
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claim./ In fact, F. P. Nea.l Cha.imnn of the -peoinl commit'oee of Ka.nsaa c1t.1an-,’
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fongress.

‘Barly in January the press announced an itinerary arranged by the
newly appointed Federal Reserve Organigation Committoe comprised of Y, G.
MciAdoo, 3Jeorttary of the Treagury, D F. Houston, Secrstary of Agriculturs,and
John Skelton ™illiams, Comptroller of the Currency. This itinerary included
most of the impértant citles of tho country except Kansas City and the first
ekirmish in the fight for Kansas City was to obtaln a promiase from the Committes
to make at least a day's stop in Kansas City in order to give an opportunity
for the Kansas Clty bankers to present their case. Principally throush courtesy,
Secretary McAdoo finally wired that the Committee would spend part of ¥riday,
January 23, in Kansas City. On that day he and Seoretary Houston arrived and
gave the day over to a hearing in the Federal court rooms. So well had the

case of Kansas City been prepared by the 8learing House Association that it has

been :said sinco that the two members of the orzanization committeo who were in
Zansas City complotely changed their minds before the hearing ended. Arriving
here projudiced against Kansas City as a reserve bank center, they left $irtually
convinced that a bank should be located here.

The testimony introduced comprised a rather exhaustive treatment of
the merits of greater Kansas City as a business and banking center, a compilation
that grew in its impressiveness even upon the minds of the local mem who pre-
pared the case. Members of the special committee often: remarked afterward that
the more they investigated Kansas City's merits over othor otties contending

for banks the more thorough was their oonviction that they wore right in their
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made the following prophecy on that day to the calinet members who conducted
the hearing: "I must say to you now, Mr. MoAdoo and Mr. Houston, that the
bank which you will establish in Kansas City will prove to be one of the most
important, useful and successful of the twelve Federal Reserve Banks."

Among those who testified at the hearing were Mr. Neal who minutely
substantiated his argument that the territory conti:;uous to Kansas City demand=
#d a primary bank instead of a branch bank; P. 7« Gosbel, President of the
oclearing houadf%%oko in behalf of that organization ; M.L. MoClure, of the
Drumm Commission Company at the stock yards, on the live atock market; Leon Smith,
of SmithsYeCord-Towmsend Dry Goods Company:;Z;oke for the Kansas City wholesale
trade territory; Mr. E. L. Copeland, Treasurer of the Atchison, Topeka and
Santa Fe Railway, who spoke on railroad faciiities and clearings in Kansas City;
¥r. R Ae Long: on the lumber markets; Mr. Frank G. Crowell on the Board of Prade
and grain markets; Mr. J. F¢ Martin, President of the Kanaas City Motor Car Deal=
ers Association, on the motor car industry; Mr. H. Gs Moore on the implement,
vehicle and hardware busineas; Messrs. Frank Phillips and R. Le Beattie of
Bartlesville. on the oil industry; Mr. Charles Keith on the coal industry;
Mre Je« Be Reynolds on insurance; Mr. Ben F. Johnson of Chickasha, Oklahoma, on
the industrial and commorcial developement; Mr. Louls H. Mulfekuhler pf
Leavenworth, Kansas, on acoessibility of territory and Mr. E.Es Jacobs of Carthags,
Missouri, on shipments from tributary points. In addition to the testimony of
these witnesses inquiries were frequently direoted by members of the comxittee
to Mr. Goehel,-dovernor ﬁ. Je. Bailey of Atchison, Kanaalrand Fa Mo Bowman.ofqupeﬁa,

 Secretary of the Kansas Bankers Association,
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As the Comptroller of the Currency did not accompany to Kansas City
the otrer two members of the organization committee, the next problem lay in
presenting the case to him. The Kansas City committee therefors printed a pam-
phlet containing their various arguments backed up by maps, charts and statistics
whiech they had used at the hearing on January 28, Tris volume gave among other
things figures on the Kansas City territory, the number of tanks and their oap-
ital,surplus and deposits by states and parts of states, statements of bankx of
greater Kansas City as of January 6, 13914, the bank clearings of Kansas City
sinoce 1876 in five year periods and their comparison with clearings in other
principal olties, also the bank transactions of the clearing house banks and
'many other business pecords made in Kansas City and its trade territory, The
preface of this book was the following letter directed to the organization com-
mittee; |

Kansas City, Mo., January 23, 1924.

To the Reserve Bank Organization Committee:

Gentlemen:= We boliove it is the purpose of your honorable body,
as well as the intent of the Federal Reserve Act, that the Pederal Reservo bankk,
provided for under said Act, shall be established at points where they will best
serve the oontiguous ¢erritory.

Kansas City, with her splendid railroad facilities and excellent mail
sorvice, has become the natural market, finanecial and distrituting center of the
richest and most rapidly developing agricultural and mineral district of America.

A large number of the National banks State banks and trust companies

throughout this great territory have signified their intention of becoming
members of a Federal Reserve bank at the earliest possidle date, and have express-
their desire to help in every way to make the plan a svecess. On behalf of these
institutions, and the banks and trust companies of Greater Kansas City (Kansas
City, Missouri, and Kansas City, Kansaa), we respeotfully sutmit, for your earnest
consideration, the application-of this city for the location.of ons .of the Pedoral-
Regerve banks. We believe a Federal Reserve bank located hore could serve more*
advantageously than if looa.t.od An any other oity;-the district including the .

8t.ateu of-Kansas, Nebraska, New Mexico and Oklahoma, the veut.ern pe.rt. of ‘the Bt.a.bi;
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of Wessouri, a small part of the States &f Arkansas and Iowa, the northern part
of the State of Tama and that part of the State of. Colomﬁo sast of the Rockies.
Te are sutmitting hérewith data which proves Kansas City's supremacy in this
territory and which we hope will enable your honorable bpdy to place its stamp
of a.pproval upon this application. “1
" The Fedoral Reserve Bank of Kansas, with the district as above oute

lined, would be a commanding institution, with smple capital and deposits to
pretect and properly care for the legitimate business needs of this district.

If any further information is desired, we will be glad to furnish it
et your commaid.

Wishing your honorable committee success in the important work of
organizing this great system of Federal Reservo banks,.and assuring you 8f our
rost hearty support at all times, we are,

Sincerely yours,

THe Associated Banka Of CGreater Kansas City.

For the presentation of the case to Comptroller Williams the Kansas
City Clearing House Association appointed.a apecial committee comprised of W. T,

Kemper, Joerome Thralls, manager of the clearing house, and F. P. Neal, instruct-

ing them to go to Washington and interview ir. "illiams and others who would be
of seorvice in obtaining the bank. This comnittee spent an eventful week in
W-uhington. They succeeded in obtalning twb interiiews with Camptroller William
Their first reception in the Comptrolier 's office was so cool that one Tof the ,
committee afterward remarked t.hﬁ.t ho knew just how 8ommander Peary felt Buring
hisg conquest in the North Pole. All the arguments they were enabled to ad-
vanee appeared to have little effect upon the Treasury official and they virtually
retired under fire from the first sesslion.

Disappointed but not discouraged the cormaitteo sought but Senator

Reed and Congresasman %. P, Borland. Kansas Ci‘ Repieaontative in f.he Houu for

further advice and assiatanco. Although Sonntor Reed was not ntri.ct.ly an nﬁ-. e

. PRy th.&t et (RN B
| miniltrat.ion ‘Democrat at /tbmo ha ha.d,as a favor to Seoret.a.ry lloMoo,S.ntaroedod e
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in behalé of Camptﬁqller ".1liams when the Comptroller's first appointment was
bekng held up in the Senate. This gave him an inroad to the Treasury officials
on the Kansas City question. Vhile Congressman Borland could not do much on
account of the fact that the matter was chiefly a senatorial one, he was large-
ly instrumental in obtaining for the committee a second interview with Comptroller
"i1liams.s Summing up their forces for the final attack, ‘t.his comml ttes moved
up ite heavy artillery and backed it up with machine gun fire that waa so rapid
it 4id not allew the Comptrodlsr time to assert and propound hiu/theorios. The
result of this session was the winning over of John Skelton Williams so that the
vote of the organization committee was unanimous in favor of placing a Federal
Reserve Dank at lansas City.

With the main point settled the next queation that arose in the

i

location problem was tho matter of territory. The Kansas City distriot, as

it was requested of the Orzanization cormittes, would have included the follow=-
ing territory: The western 14 counties ofArkansas, the eastern 33 counties o;'
Colorado, the southwestern 17 counties of Iowa, all of Kansas, the wastern 46
countios of Migsouri, all of Nebrasika, New Mexioco and Oklahoma, and 112 counties
of Texma, comprising 522 counties in all.

Colonel Houss, the noted Texas politician who was at that time personal
advisor of President Wilson, stepped into the location eontroversy at this point.
Always loyal to his state, the Colohel was somewhat incensed at the attitude of
the ormaniration committee tending to overlook the state of Temas in the locat;on

of a primary bank. The portion of Texas wrich was sought by the Kansas City

 committee was actually a part of. the Kansas -City trade and banking territory, Bu

: '::througm the Lntarcossion or Colonel Houne tho comﬂ.ttqa ﬂecido& to phdo?'l”be.uk

LI N2 Y

""at Dallas.... As means of gotting: territory for the Dallas bank; it deoim $o take

o
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avay from Kensas City the 112 Texas counties, all of New Mexico but the north
1@ counties and the 33 southern counties of Oklahoma.

The bankers in that part of Texas claimed by Kansas City had request-
ed that they be incorporated in ‘?he Kanses City district. Also the Oklahoma
bankers associations had made this request. But in the compromise Kansas City
lost, besides the Toxas and Arkansas counties, the south 33 counties of Okla=
poma, 17 from New Mexico, 26 from Missouri, 17! from Iowa, and gained the western
half of Colorado and all of the state of Tyoming 'hihj,; naturally contributed to
Nebraska and Colorado. This left the Kansas City d!.gt;ict with 365 counties
1nstaa§ »_of 522, QA road justment was later macig in the state of hhom by vhich
Kansas City r-e;é;ained from De}l,as 25 of the 33 (;klahoma countios Lﬂ, only the

8 southenstsrn counties of the stato in the Dallas district. This 'ie explained

. in 4 following chapter

The campaign waged by the associated bankers of greater Kansas City
for tho location of the Fedéral Resorve Rank will always remiin one of the most
brilliant accomplishments of bankers in the history of American banking. ,'rho
appareont misfortune of being situated in the same state with St. Louis, a city
already destined to become a I'sderal Reserve center by virtue of former
acquisition, was overcome and subsequent experience fully proved the wi.adom!' in
Mr. Neal's prophecy to Seoretary MoAdoo and Secretary Houston. The main ergusant
of the campaign of facts was that the financiel and trade sdvantage held by
Kansas City in its trade territoty was so great that it demanded a primary bank

rather than a branch banke.
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The organization committee 's announcement of the boundary of the
Tenth Federal Reserve District was almost immediately the signal for a series
of objections, complaints and recommendations made by the banks of several
states within the district. These objections were soon oconacerted into actions
taken by two factions in the district. First, numerous banks in southorn Gkla-
homa ' who were inoluded in the Dallas district by the first decision by the erganizat-
ion committee began to petition for transfer from the Dallas district ¢o the
Eansas City distriots Their reasons were mainly that the territory was a part
of the natural trade territory of Kansas City. Second, numsrous banks in Neb-
raska and Wyoming contended that they should be placed in the Chicago district
rather than in the Kansas City district. The Act provided that "The districts
shall be apportio‘x'wd with due rogard to the convenience and customary course of
business and shall not nocessarily be coterminous with any state or states. The
districts thus oreated MAY BE READJUSTED and new districts may from time to time
be created by the Pederal Reserve Board, not to exceed twelvs in all.‘“ Az the
organization committee had already decided upon and named the twelve districts,
the contentions of the banksrs in these two factions within the Tenth Distriot
were for readjustment of districts. |

On September 16, 1914, two months before the opening of the bank at
Kansas City, a petition and brief were filed with the organization committee in
behalf of the banks of southern Oklahoma who wished to be transferred fram the
Dallas distriot to the Kansas City distriot. The origzindl division &f:line in

Oklahoma entered the state on the nst a.long tha Canadian River ﬁmu taking a J.'-n
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bouddary between district ten and district eleven for a majority of the distance
aoross the state. Banks situated in the Dallas distriot followed up the petition
to the organitation committee by making actual demonstrations of the inaccessibility
of Dallas for thoir purposes as soon as the banks began operations Y¥ire trans-
foras were largely instrumental in showing up an impracticable districting of those
banks most of which were on direct lines to Kamsas City, A odnference of the
southern Oklahoma banks was held in Oklahoma City.

On October 27 the Fedéral Rexmerve Bank of Dallas was notified that the
petition and brief had been filed in behalf of the southern Oklahoma banks and
was requested to designate a representative to appear in its behalf. On Dec-
ember 16 the petition and brief were mailed to Federal Reserve Agent fauison at
Dallas with the request that they be referred to the representative when designat-
ed. On Deccmber 26 permission was granted by the Federal Reserve Board to file
a reply brief as late as January 27, 1915:'r The hearing was set for February 10,
at which time th‘o Board held that "All of the Oklahoma counties lying with the
Dallas distriot with the exception of theeight southeastern counties of Oklahoma,
whioh ocontributed to some extent to the Dallas district, should be tranaferred to
the Kansas City distrioet."

The following are the twenty-five Oklahoma counties that became after
February 10 a part of the Tenth distrieot:=

Beckham, Caddo, Carter, Comamche, Custer, Garvin, Grady, Greer, Harmon,
Haskell, Huzhes, Jackson, Jefferson, Kiowa, Latimer, Le Fore, lLove, lloclai.n, Murray,
pPittsburg, Pontotoo, Roger Mills, Stephens, Tillman and %ashita.

Omaha, which had made n: lt.rong plet for one of the Poderal Relerv_a Bankg -
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trict on the contention that they were in a direct line with Chicago and preferred
to do their banking business with that metropolls rather than with Kansas C:l.*.yo

On May 4 the Federal Reserve Poard passed a resolution denyi.ng the
petition of the Nebrasks and Wyoming banks. This was the final action of the
Board which detsrmined the boundary of the Tenth district which reinained in \
operation during the first years of the bank 's existence, i

Then in June, 1915, the transfer of the southern Oklahoma counties
from the Dallas district to the Kansas City district was authorized Governor
Van’andt of Dallas visited the Kansas City officers ahd conferrsd on methods 6:_E
transfering the capit;.l, reserves and rediscounts of those banks concerned in the
change of territory. A committee of Messrs. Bawyer, Wilson and Ramsay was appointe
ed to visit Dallas, inspect the loans ';.hat had been made to the Oklahoma bank and
settle upon a method of transferring the accounts in such B20N®rgag {0 cause the
Dalles bank as little expense as possible. In effecting the transfer the Kansas
City bank paid the insurance and postage on gold oertifiéaten from Dallas to the
sub-treasury at St. louls covering 80% of the paid in capital and reserves of the
member banks which were transferred. Of the remaining 20%’oxchange at par or at
the least rate gbtainabl® was accepted and the Kaﬁuaa City bank also accepted a
pertion ol balancea held by the Southwest National Bank of Commerce in Kansas City

ito the aredit of the Federgl Reservse Bank of Dallas.




FIRST DIRECTORS MEETING

The three Class A and the ;hroe Class B directors having been eleot-
ed by the banks of these classes and the three Class C dix.-ectoru having been
appointed by the Federal Reserve Board at Washington, the first meeting of
these directors was held at the call of Chairman J. Z. Miller, Jr., in the dir-
ectors' rooms of the Commerce Trust Companta on Priday, October 16, 1914, at
2:30 o'elooks At this meeting all the dirsctors emcept C.E. Burnham of Norfblk,
Nébraska » Were present.

The first matter of business was the discussion of a list of questions
thit had been submitted by the Federal Reserve Board concerning the of)e;ing of
the bank.

While these questions and their answers need not be repeated here, the‘
decisions were in brief as follows: That the earliest date the Kansas City
bank would be ready to open was November 15; that the personnel and size of the
bank 's executive obmittee'nhould be at least four instead of threej that
temporary quarters were available in the Commerece Building wntil pormanent quarters
were definitely decided upon; that the staff of the bank should consist of the
Cheirman, Viee-Chairman, Governor, Cashier and one other officer to be selected;
that all functions of the bank contemplated by the Aet, including the elearing
of checks, were to begin on the opening day, that erop movements in the Tenth
District should furnish sufficient funds for liquidating all reserves without
being comi)elled to conwert emergency ourrcency into Federal Reserve Notes.

It was decided, upon the. motion of Director Gordon Janil md_leoondod
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of a committee 8o attend an announced meeting in Washington beginning October
20.

The remainder of the session was devoted chiefly to the selection o’f.
a Governor and the determination of the amount of his salary. This discussion
presents certain facts so enlighténing in their relation to the bank's early
administration that it is fitting to quote occasional extracts from it, |

It was explained by Chairman Miller that there could not be an eleot-
ion of a Governor but merely a seleotion by the directora to be confirmed by the
Pederal Reserve Board. But as the Federal Reserve Board had requested that the
"Governor and a committes of three" were invited to attend a meeting in' Vashington,
it was preferable to choose the Governor at this meeting. At the opening of the
quast;on of Govermor, Director .By-rno raised the question as to the amount of

salary'""'paid. Following are extracts from the discussions that ensued:
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The Chairmans

Mr. Byrnes

The Chairman:
Mr. Joness

The Chairman:
¥r. Balley:
Mr., Ramssy:

The Chairman:

¥re. Bailey:

Mr, McClure:
¥r. Malone:

¥Mr. Byrnme:

The Chairmen:

The Govermment fixes the salary of the Chairman; and the
Yice-Chiairman, the Governmor and all other officers are f£ix-
ed by us, subject, however, to the approval of the PM
Reserve Board.

Vhat Salary shall we fix?

That 1s to be decldeds The salary fixed for the Chairman
is §7,500.,00 per anmmum.

The Salary of this Board? What's the salary of the New York
Branch?

I think $15,000.00.
And what 1s the salary of the Governor there?
$25,000.00.

Yes, Sir; Mr. Strong quitd a $50,000.,00 salary, and it was
said that he made about $80,000 more. That 1s the situation
of that bank., I did not know what the salary of my position
was to be when I was in Washington,- only learnmed it when I

got back and received the letter which they had mailed to me
before 1 }Jeft there. 1In fact, I asked them two or three times
about the matter, but could not get any satisfaction.

I think this Board ought to ask the Federal Reserve Beard to
pay the Chairman of this bank#é0,000.00 at least.

So do I.
So do I.
I think so too.

Gentlemen, I will just say this: I did not ask for this place,-
had no more idea of being appointed to this position than of -~ -
going to Chinay, I was on my ranch in Texas, and I received ..
over & 'phone wire stretched a.long oldpoles down there & mes- .
sage from Mr. Eemper saying that Mr, Swimmey had receivod 8
telegram from Washington asking whether or not I ymuld be &
suitable person to appoint as Chairman, and whether I wonld
accepte I did not get the telegram for two or three days.
Meanwhile, Mr. Kemper took the liberty of saying to Mr. Swimmey
that I would acoepts I went down to Washington, that is, I
started, within two or three hours after receipt of that second
telegram in accordance with & call over another wire, and Mre
Bamsay and I stayed there a part of two days,- most of one day
and a1l of the other. VWe talked with different Reserve Board
members and endeavored to get & general ocutline and just what tho
duties of the chairmenship would be, and they had a great deal -

to say on that subject. I asked about the salary the chai.rmsn
would get. JMr. Delano gave me & typewritten memorandum he had
prepared for the purpose of sending out to gertain people that
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were under consideration and about to be appointed, stating
about what the dutles would be and about the salary. I
read that while in Washington, and it stated the salaries
would be from $8,000 to $12,000. I thought they would make
it about $10,000.00 here, but when I got home I found they

had nade 1t #7’500. "I*.‘t“‘t".t““#“‘t.““.“ll.““

¥r. Jones: ¥r, Chatrman, I think every one appreciates the sacrifice you
have made, and I offer the motion that the Federal Reserve
Board be requested to agree to a salary of $10,000 for each
of the Chairman and the Governor of this bamk. I doudbt if
we can get a qualified man for Govermor without paying that
maohe

The Chalrmans I would make the suggestion that you do nmot put this in the
shape of & motion. I do not think it would accomplish the
purpose. I am telling you all this only to show you that the
Government is asking the services of people who will enter
its service with the general understanding that they are
actuated by patriotic motives and are willing to do something
for their country. I do not believe it is the time to bring
the subject up at all. I want to go through with this and 1
do not want to mar my lncumbency with any suggestion at 'this
time. A 1little later on if the thing comes ocut rosy and we
got ourselves on a good paying basis, it might be touched.

r. Joness You would =zccept 1t, would you not?

The Chairmgn: I am not going to suggest it myself, and I will not let my
friends suggest it i1f I can prevent.

¥r. Joness: I know we were all disappointed in your salary .

The Chairmans As to the salary of the Governor, I told the Board,- Mr.
Ramsay was present at the time,~ I told the Board that re-
gardleas of the salary they fixed for the Chalrman that I
would not feel it was quite the fair thing to pay the Governar
of this bank a larger salary than that pald to the Chairman,

to myself. I 4id not know of any kan in this town who wuld
take tha plaoe at 3110 ttt‘ttl‘tttlltt.tttt‘att.!ltt‘t‘*#tt.t

Mr. Byrnet I am confident we all appreciate the sacrifice you hajre made,
and there is not any one here who will not back you up in the
undertaking you have started. We kmow your attitude ami your
sentiments on the subjeot,~ and I mean just what I say, we
will all back you upe

The Chairman: That's very nice of you.

Mr. Byrne: I do not think we should embarmass you, after you have acoept-
' ed the position regardless of salary, by making recommendations
to the Reserve Board at this time. I bellewe that this bank by
the harmony and stremgth of this Board is going to be very .
successful. We may not be able to keep it within the aim of

the peeple,~ we must keep it as a truly reserve bank. I be-
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The Chairmans

lﬁ'. Bailey H

Mr. Wilason:

Mr. Malone:

¥r, HoClure:

lieve that 1s the sentiment of every man on the Board.***

1 just made those remarks about the salary because I den't
think I could feel just right with anybody who might accept
that place drawing a larger salary than I draw. If I am
making a sacrifice he, too, should meke a sacrifice; other-
wise, he would not quite measure up to the standard the
Government is demaniing.

I think the Federal Board is making a serious mistake in
handicapping this Boarde I have been and am favorable to

the selection of Mr. Goebel as Govermory but he will not
accept the position for less than $10,000. I bhave kmown him
for years; I know his ability, and I kmow the bank would be
safe with him as Governore He will not take it at $7,500 a
yeares He has told me to say that to this Boarde I think
this Board should try to exercise its influemce to raiss the
salary of Mr. Miller to $10,000, so we could secure & man of
high oﬂer as Governor ,ttUttt*‘t‘ttt“it‘t“‘ttt.t*“*t#‘t‘

I appreciate all Mr. Miller has said, and concur in what Mr.
Byrne bas said relative to our working in harmony; and no man
will work harder for the success 0of the bank than will I. But
it does seem to me that if we will uss our influence with that
Board at Washington we can adjust this thinla.““*‘{"‘***“"_'.‘f*

I agree with nearly all that has been said on this subject.
The first talk I had with Mr. Miller 1 sald right off the reel
that I thought it was umwises On the other bani, I do
sympathize fully with what Mr, Miller has sald regarding the
sacrifices hoe has made, and I feel like respecting his wishes
relative to the Governor's salary not belng greater than his
owne

When I went before the Board in Washington; I was there in the
room when these two gentlemen came through the room and were
talking. I did not kmow they were members of the Kansas City
Board, so I went in with the Cleveland folks. The Board ask-
ed them what was about the price the presidents were getting

in banks in Cleveland, snd I think they said from $12,000 to
$15,000,- thought one was getting more but did not know. They
asked them what they could get one for, and they pregumed
"So~and-So" would go for §12,000. And the Board said 'they
ought to work for us for less; "We want some one to work for
patriotism and the honor and good of the Govermment rather than
for financial compemsation.” And those Cleveland men went =
away with the thought of getting this perty for $8, 000. They
all seemed to be united and sgreed that some one man was the man.
I think it was Mr. Warburg who sald, "After you have talked to
him can you persuade him to come down here and let us talk to
him.® And they went away with that i1dea in minde The im=
pression left on me was honor rather than compensation.

How would it do for us to £0 on record as being in favor of Mr.



The Chairman:

¥r. ¥aoClures

The Chairman:

Mr. Byrne:

The Chairmani

¥r. Malone:

¥r. Balley:

The Chairman:

¥r. MoClures

Goebel providing the salary proposition could be arranged
satisfactorily, and let the Board at Washington try to help
us in the matter?

¥r. McClure, 1 rather think that question is not ‘so much be-
tween Washington and the Board here as it would be between
this Board and the Chairman. The Chairman's salary ls fixed
and they are not going to change it. I am presenting that
question to you. You might, possibly, get by the Washington
Board, but I hardly think it possidle or at all likely. I
do not hardly see how I could maintain and keep my own self-
respect and let Mr. Goebel, or anybody else in this town, come
right in and perform a 1ess service at a greater rate of com-
pensation.

I belleve the Board at Washington would concede that point to
you.

The question has been thoroughly tested oute That question
should not be presented to the Board again. It has been test-

ed out not by me alone, but Mr. J. W. Perry happened to be in
Washington the day we were there and he had a conference with

two or three of the Board. He told them he was surprised that

I would accept the place, and the question of salary was dis-
cussed with him and they réiterated just what they had said to me,-
that they were not buying anybody's time for its commercial value;
that everybody had to sacrifice something for the good of the
country. Senator Owen was here yesterday and dropped in to

see me. I went over this same thing with him, and he told me
the matter had been pretty well discussed out and that he him-
self, long before he knew my name would be presented as Chairman,
had Informed the Federgl Reservd Board the salary here should

be at least $10,000.

If Mr. Miller feels that way I don't see why we should ask him
to Btu].tim himgelfecescecess

It i3 &8 matter largely of susteihing the dignity of the bank
and its officers.

lirs Sawyer has been suggested. He is a candidate and I would
suggest that we talk to him and bring hin before usi

Hr. Goebel sald to me that he would like to come before the
Board and present hig idease I don't know whether that would
be proper or not. Is Mr. Sawyer in town?

I think not.

Why could we not adjourn until morning and have Mr, Goebel




Mr. Jones:
mie Chairman:
Mr. Bailey:

The Chairman?

Mr. Jones:

¥r. Malone:

The Chalrman:
¥r. Jones:

The Chairman:

Mr. Byrne:

The Chalrman:

* Mre. Joness

¥r. ¥cClure:
¥he Chaiyrmam:
¥r. Balley:

The Chairman:

¥r. Bailoy:

or Mr. Sswyer come In?
Could we get Mr. Sawye® to come?
I don't Enowe.

If this Board agrees that not over £7,500 is to be paid to
the Govermor, that eliminates Mr. Goebel,- that's the question
to settle right now.

Well, gentlemen, let's get it before the house. What do you
think about 1t?

I made a motlon but it was not seconded.

e :
1 say/that 1§ the expression of this Board 1t eliminates Mr.
Gobel.

I suggest that the secretary distribute the ballots and that
we proceed to votey~ or I will make it & motion if you prefer
it.

I think that's better. The question is, What will you pay
the Governor?

I moved some time ago that the committes going to Washington
request the Boardessses

No, no,- mot that.

I move that the salary limit of the Governor bde limited to
$7,500 for the present.

All in favor of the motion you have just heard will say ayevese

contrary no. The motion is carried. (Messrs. Balley, MoClure
and Jones voted in the negative.) _ -~

I¥te *no' but I want to quallly that vote. I will mot
vote for the Governor to receive & greater salary than Mr.
Miller; and yet it is not fair to us for the Pederal Board to
ssy that we sghall zwt employ whom we plaue, within reason.
It's no reflaotion on ¥r. ¥iller the vay I voted.

I'm into this now up to nw eyes and: I'm going through with it. ,
And we 7111 support yorn all the time.

How then, gentlemen, sinoce that eliminates Mr. Gosbel,~ and
without reflestion upon Mrs. Goebel and meybe to the detriment

of ‘the bank,- sinse ‘that is settled, have you a-candidate to - < -

suggest? We have, one other can:nd.a.to, a8 you have 'bem & -
vised. Mr. Bailey, do you Xnow Mr. Sawyer? fk

Yes, Sir. He's a olean, conscientians mang he's Bank Com~



misslioner of Kansas, and has made & good Commissioner.

The resolution of this Board has eliminated Mr. Goebel. I
think it 1s a mistake; but in view of the fact that he is
eliminated, I move that Mr. Charles H. Sawyer be slected the
Governor of this bank.

Mr. Malones I gecond the motiom.

The Chairmens Yofl have limited the salary to $7,500. I do not know Mr.
Sawyer,- know Mr. Goebel better,~ and I want Mr. Ramsey to
bear me out that Mr. Goebel has had no one from here or away
from here who has given him & higher compliment &nd-pommend-—
ation than I have.

Mr. Bamsay: That's right.

The Chairman: Has Mr. Sawyer indicated that he would sccept the place at
47,5007

Mr, Jones: What is hd getting now?

Mr. Bailey: Nothing,~-= $2,500.

Mr. McClures I will say that I have a telegram from parties at Wichita
asking me to support Mr. Sawyer.

The Chalirman: Do you know Mr. Sawyer, Mr. Jones?

'Mr. Jones: By reputation, very well,- but I do feel that for the larger
banks Mr. Goebel was the first cholcs.

Mr. Balley: I will say this: Mr. Sawyer's name had not been suggested,
but I hawe answered one or two telegrams in his behalf, have
wired Washington, and have visited every bank in EKansas City
in his behalf.

The Chairmank I understand he has given EKansas & very effiocient service.
I will say this: One of the things the Waahington Board in-
dicated was that we,~ each director and every official in
the bank,- should endeavor to the best of his ebility to in-
duce the state banks to coms in. How along those lines, I
think Mr., Sawyer would serve us very well. Half the busi-
ness this bark will get is going to come from Kansas. The
other states will contimme to do their business with Omsha and
Denver,~ only the surplus will come dowm here,~ half of the
state barks, I mean.

Mr. Wilsons I would like very much to have seen Mr. Goebel the Governor
of this bank. I regard him very highly and have as mich
friendship for him as any man in EKansas City; but I don't )
think it would be doing justice to Mr. Miller to have elect-
ed him at & higher salary than the Chairman receives.
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¥r. McCluret ¥r. Goebel has practically eliminated himself by the
position he assumed.

Mr. Ramgay: I am exaotly like Mr. Wilsone.

Mr. Balley: Mr. Sawyer will f£ill a different position than Mr. Goebel
would have filled. Ir. Goebel 1s a natural executirve
officer.

Yr. ¥alone: Vhen he told us this morning that that eliminated him, I
do not see that it was possible for us to do more than we
have done. In every case wherel heve talked, Mr. Sawyer
has been the second cholce. ’

The Chalrmangy Any further remarks?

¥r. Wilsons What 1s the .question?

The Chairmen: Governor Bailey has nominated Mr. Sawyer.

iy, Ramsays We agree that hig name be submitted to the Board.

The Chalrman: lMr. Sawyer 1s a good man. All in favor of Mr. Sawyer make
: it mown by saying "aye". Carried.
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The vote which elected Mr., Sawyer as Covernor closed e discussion
on that point and the direoctors immedlately took up the matter of eleoting a
member to represent Kansas City on the advisory councile The first name
mentioned was that of ¥r. E. F. Swinney, President of the Fipst National Bank,
and a man who had given his time and influence toward obtalning the banﬂfor
Kansas City. His name was placed in nomination by Director MeClure and he
was unanimously elected on the second ballot. The other eandidates were
Je«Cs Mitohell of Denver nominated by Director Jones and Luther Drake of Omaha
nominated by Director Byrne. It waa on motion by Director Bailey and others
that the election of Mr, Swinney was made unanimous.

After a discussion on the subject of salary of the Vice~Chairman
(Director Ramsay) 1£ was mo-ed by Director Jones that this salary be fixed at
$6,000.00. The motion, which was geccnded by Director Wilson, was putito a
vote and carried.

The first meeting of the Board of Directors was adjourned at 5:45

subject to the call of the Chairman.

Wt
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SECOND MEETING

At the sscond meeting of the directors held in the directors' rooms
of the Commsrce Trust Company on Saturday, October 31, 1914, all the directors
were present. Gova;nor Sawycr was absent., When the meating convened at
10 o 'clock in the morning it was d;cided to immediately sijourn in order to pir-
mit an inspection of bulldings being congldered as sites for the new Federal Re-
serve Bank's permanent quarters. There were under consideration the followling
locations: The Kansas City Southerm Railway Building, northeast corner of
Eleventh and Talnté streets; the Unitod States & Mexican Trust Company location
in the Bryant Building, southwest corner Eleventh Btreet and Grand avenue; the
Fidelity Trust Company, northeast corner Ninth street and Grand avenue; the New
York Life Insurance Builiding at Eighth and "yandotte streets and the ground floor
of the R. A, Long Building, noftheast corner of Tenth strset and Grand avenue.
Prior to the mosting of October 31 all the locations had been inspscted except
thosse of the Fidelity Trust Company and the R, A, Long Building, and the directors
inspected these buildings during their adjournment.

After re-convening the first matter taken yp was the election of a
temporary secretary, Chsirman Miller's secrstary, Mr. ¥ tter, having kept the
minutes of the ! prpvious meetihg. ..~ On motion by Director Bailey, Directer
L.A. Wilson was made temporary secretary.

After full and exhaustive discussions involving the convenience of
location, the opportunity of securing acdditional space when required, the annual
rental, etec., upon motlon ofDirector Malone, seconded by Director Burnham, the

Board accepted the proposal by &. L« Bong for use of the rodms’on the ground floor

i iv . S et w2
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of the R. A. Long Building for the new banke Subse ﬁently a contract
§5C0 ,a?,wou \
loase was entered into with R. A. Long for the gro floor ng Build-
ing for a poriod of five years at $7,500.00 per annum with the privilege of
extending the lease fof five years longer at a rental of $12,000,00 per annum,
In the afternoon of this meeting a schedule of amounts for bonding
employees of the bank was adopted as follows:
All officers of the bank.......SZS,OO0.00
TollorBecosccoscscosscosccaccnnse 25,000.00
Discount Tellers.cceoescescscease S,OOOow
Bookkeeperssessesccsssescsesess 5,000.,00
Dther help not enumerated
not less than seceveces 2,000.(!)
Power to modify and adjust this schedule was vested iIn the Executive Committee.
The by-laws of the bank having provided for an Executive Committee to
be composed of the Governér, the Federal Reaserve Agent and one or more directors
from Classas A or B, upon motion of Director Bailey, seconded by Dierctor Burnham,
TMrectors Jones and Wilson were selected as the two members of that committes to
act with Chairmen Miller and Governor Sawyer. The first duty of the Executive
Cormittee was dedided to be the completing of "details for gettin: the bank roady
for operation, to employ such help as necessary, to fix salaries and to sign any
and all leases hnd contracts." The salary of the Cashier and Secretary, however,
was fixed by the Directors of this meeting. It was deoided that the compensation
of m&/h that position should be $6,000.00,
The compensation éf directors was settled upon as follows:-

For attending a full meeting of the Board $26.00 por day and aotual e xpenses;

for gerving upon the Executive Committee where the full tims of Directors is re.

quired $20.00 per day and ‘expenses; for attending the meeting of the Executive

—A&@t{.’““;ﬁero an hour or two are.consumed $5.00. . :
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After authoriizing Secretary and Cashier Thralls as a representative
of theExecutive Committee of the Board to go to Vashington to attend a meet-
ing for the purpose of providing wniform supplies for banks, the second meet-
ing of the directors was adjourned.

So important has grown the work of the Executive Committee of the
bank that it is well to nots the powers of this mmall group of men who represent

the directors. The Exscutivs C.mmittee as constituted at this early meeting

was composed of theGovernor, the Federal Reserve Agent and "one or more directors."”

At the meeting of Auzust 12, 1915, an amendment changed this ruling so that only
one director was provided for and also made it possible in the absence of the Fed-
eral Reserge Agent for the Deputy Agent to act in his place and for the Cashier

to act in the place of the Govermonin case of his absence. The ruling was also
made that at no meeting of theExeoutive Committee should the Agent and the Deputy
Agent act at .the same time or theGovernor or Cashisr act at the same time. A
subsequent smendment was made, however, on June 22, 1916, by which the Federal
Reserve Agent and the Deputy might sit in the Executive Committee at the sames time.
The powers of the Executive Committee were designated as follows:-

(ag To pass upon all commercial paper sutmitted Sor discowunt.

éb To initiate and conduot open market transactions.

¢) To recommend to the Board of Directors from time to time
changes in the discount rate.

(d) To buy and sell securities.

(a) To apply for and provide for the security of such Federal
Regserve Notes as may, in the judgment of the committee or
of the Board, be nocessary for the general requirements of
the bank.

(£) To employ or to delegate to officers of the bank authority
to employ clerks and other subordinates, and to define their
duties, and to fix their compensations.

(g) To approve bonds furnished by the officers and employees of
the bank and to provide for their ocustody.

(h) 1In general, to oconduct the business of the bank, lubject to

" the supervision and control of the Board of Diroctora.



At a meeting on January 14 of the following year paragraph "6"
was amended to recad "to fix fram time to time changes in the discount rate,
and to put same into operation on receipt of approval of the Fede;ral Reserwe
Board."”

The importance of selecting eble and experienced men for directors
can readily be seen in the faot that each director has an opportunity to serve
his share of time on the Exscutive Committee which, in the light of the im=
portant powers vested in it, forms the vital influence of the bank.

At the outset of the election of a Cashier it developed that the dir-

actors were divided between two menj one of them himgelf a director, the other,

ME. Jert;uz-xé>A'i‘1;;a;.11 who was at that time mamagor of the Kansas City clearing

«"houses  Mr, Thralls was fitted by experience for an eicellent secretary but he
desired the position of Gashier ¢f the mew bank. The principal aspeech in be-
half of ¥r. Thralls for Cashior was mads by Director Bailey who said, "I shall
support ¥r. Thralls for Cashier, and that for the reason that nearly every bank
in town is supporting hir for that position and expscts him to have it. I feel
that this bank must court the favor of the banks of Kansas City. They did not
get their first cholce for Governor and I believe it would be a mistake to ignore
their preferonce in the matter of Cashier. I move that Mr. Thralls be made
Saocretary and Cashier."

The Chairman at this point mentioned the fact that Director Wilson had
been mentioned and di scussed for the position of c'p.uhier. When his name was
brought up Director Wilson made a talk outlining his position with relation to
‘the obligations he felt uue rram him to the bankera of Oklahoma who elected him -~

Direotfozj of the bank:' Ha deelared hil a.llcgianoo 1o -the Okluhoma ba.nkers andn :

i3
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disclaimed his having sought the office. After requesting that if electing
him Cashier would Interfere with hig obligation to the Orlahoma bank ers he
wished to be eliminated from the consideration, Mr, Yilson retired and the dis-
cussion was continued. Chairman Mill>r explained that when Director ¥ilson's
name was first proposed as Cashier he, the Chairman, requested the officials in
Washington if there was wything in the law to prevent a director from becoming
an official of the bank. Ho added that to date he had received no edvices.

Finally Director Burnham asked if it were not possible to make Mr. ¥ lson
a tenative proposition. Director Jones said: "I doubt the wisdom of making
Mr, Wilson a tenative propositions Mr. Thralls is the choice of the bankers
of Kansas City; they have asked that Yr, Thralls be mads Cashier. Mr. Thralls
can fill a place that Mr.Wilson cannot fill.

Director Burnham; "I was not making this with any idea of suggesting
¥r. Pilson for Cashier or Secretary. I had in mind the position of Vice-
Governor,"

Director Bailey: "I think Mr. Wilson, as the Chairman has said, is
Just the man to :so0 out and educate the bankers, but I do most earnestly move the
selection of Mr.‘!hra.n as Secretary and Ceshier."

Dirsctor Burnham: "I second that motion."

The Chairman contended -hat the duties of Cashier and Secretary were
not similar, that each position tad its omm functions, and that electing ¥r.
Thralls Cashier would be in effect putting an expert Becretary into the position
of an executive instead of a gecretary. After stating further that he Telieved
Director Wilson would accept thecaahiership. and that he would measure wp to. |

the full importance ‘and :‘re‘s})énslbliity of that position, the Chairman put the ..
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motion that was before the Board. The vote rssulted in the slection of Mr,
Thralls as Cashler and Secretary.

The gession which detsrmined' upon the R. A.Long Buidding as the site
of the new bank also appbint.od Chairman Miller a committee of one on the organigzat-
ion of a working force for the new inatitution. The first official aét of Chair-
man Miller following this moeting was the selection of room number in the
Commerce Building as temporary quarters of the organization. The Chairman's
indirect organisation work, howsver, had already bogun for on October 8, the day
follawing the Chairmen's appointment as director by the Federal Reservo Board,
the Kanasas City business men approachsd him with the name of a young man who was,
in the worda of the busineas men, "Worth $500.00 a month as a sscretary but would
work for $150.,00." A few days later R. P,Ritter, the young man who had been re-
commended, was put to work by the Chairman. Thus the first employsf of the Fed-
eral Regerve Pank antf-dated the opening of the bank more than one menth and help-
ed to perfect the organization in the temporary quarters. Mr. Ritter served
through the early existence of the hank until 4ugust 20, 191§, when illneas con-
fined him to his bed, After sereral months of sickness he died on January 15,
1917, at his home in Kansas “ity.

As 1t is the purpose of this work to teeat of coincldences as wsll as
facts it 1a proper at this time to relate the incldent of the employing of James
Buchanan, Jr., who was the second ;mployee of the institution. Mr., Buchanan,

a statwart, healthy youth of about eighteen years, was in Kans.s City seeking

employment. He learned of the contamplated' opening of the Federal Reserve Bank

Sy

and lought out Chalrman Lﬁ.ller et his office in tl*e Comorcg, Builﬁmg. , The
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Chaiman taa acoustomed to promptly !’orning opinions ot ymmg men a.nd had a.'bout
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determined to risk employing hhis total stranger in some clerical position.
"Fhere is your home young man," he msked and was told he had come from Cali-
fornia, ¥issouri. "Have you a rslative in that part of the state named
Charles Buchanan?" "That's my Uncle Charlie." "Young man you have a job,"
was ¥r, Miller's immediate reply. In explaining the incident later the Chair-
man recounted how he wus in St. Louis University some thirty years before and
he and Charles Buchanan were rivals for the honor of high grades and that both
finished with ths same final grades and the sams number of honor merits.

"The first didference sesmed to be," said Mr. Millar in recounting the
collegs days, "that Charlie Buchanan never seemed to have to siudy his lessions
while I used most of the recess psriods, -lay hours and holidays in getting mine
and that I couldn't for the 1life of me see wh- I couldn't surpass him with the
amount of work I was doing."

. James Buchanan after a few years in tha tank finally went to "Tas}dng;.én
a8 & Federal Reserve Bank examinar end at the time this i; writ ten, 1921, he;’u
second to only ons man in the examining department. )

Ther: was almost lmrediate nead for a stenographer in tixe temporary
quarters in addition to the secretary and the clerk and aso Miss Jennie Burris
was employed a day or two later. The fourth employes, R, Emmett Condon, was
hirad as a clerk. Mr, Condon later was secretary to Colonel Houss, President
Wilson's advbsor, and in 1921 entered the <mplpy of the Amariesn Telegraph &
Telephone Company in Few York. The last helper employed in the temporary
quarters was Miss Katherins Dalton, 2 steno grapher who with the exception of

nearly a year spent ‘at theDrovsrs National Bank where she .went al utonogre.phcr
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to Mr. Ra.;nsay, has been in the continuous employ of the bank,.

The following is a list of all the employses of the bank on the date
of its opening, Monday, November 16, 1914, together with their positions and
the salaries paid them at that time:

R.F. Ritter, Secretary to the Chairman and temporary

Secretary to the Board, $150.00

James Buchanan,Jr., Clerk 60.00
5 Jennie Burris, Stenograther 85.00
R. E. Condon, Clerk 60.00
Katherine Dalton, Stehographer 55.00
Chas. Ferguson, Teller 166.67
Marguerite Klump, Stenographer 86.00
Es D. MoAllister, Teller 100.00
Ruby Raine, Stenographer 75.00
Cleo Umstead, Stenographer 85.00
E. P.T§ner, General Bookkeepgr  '//4/14 115.00
Charles King, Office Boy ———erI/Zo( "/-p.f 7&—-—/ 30 00
¥m. Gamble, Porter / 50,00
J.We McBride, Yatchman 90.00
M. J. McNellis, Augitor 208.34

It is8 a significant fact that, while thore were only elsven directors
and offiders and fifteen employees when the bank openad, six of the former group
are at this time, 1921, still connected with the institution whereas only foip:
of the orizinal employees mow remain on the roll. They are: Miss Katherine
Dalton, Secretary to Federal:iReserve Agent Ramsay, E. P, Tyner, Assistant Oashier

Charles King, who has advanced from office boy to bookkeeper,
in charge of the Transit Department and William Gamble, porter.

Beginning on Monday, November 2, theExecutive Committee held continuous
sessions throughout each day effecting the organization work of the new in-
stitu't..i,on. This work comprised a variety of duties including innumerable con=-

ferences with business men, furniture salesmen, supply salesmen, bank officials

~end prospective smployees; also trips o.f_inapection and inquiry, a great amotmt

pe «of oorrespondence 'by letter and wn'e with the Federal Reuerve Boe.rd and an end-m

Leme
_,\_.‘ -..:“., .-_ LEREY fante

o=yt rstw. .A',

~ 'lou amount ‘of exhauative discuuionu_of_ﬂletters parta.i.ning to the opening of
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the bank. Thsre was a great amount of urgent work to be done and temporary
employess were hired to do this preliminary work. Form letters to banks in
connection with the first payment of capital stock had to be formulated and
also a gensral letter of announcement to member banks, telephone equipment and
electrical burglar alarm system had to be installeds This alarm system was
contracted for from the American Bank Protective Company of Minneapolis at a
price of $1,615,00/

' The first invoice eof furnigture was purchased from the Keith Furniture
Company, TheSchooley Staticnery Company and the Burnap Stationery and Printing
Companys This furnisure consisted of six flat top desks 66x38 inches with re-
volving chairs, a direoctora' table 42xl4 feet and twenty-four directors'chairs.
In addition to this the Burnett Company loaned a large amount of general office

gurniture and equipment for temporary use.
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PREPARATION FOR OPENING

The ground floor of the R, A. Long Building at the time it wis leased
the gplewat

by the directors had as a part of the public lobby the margf 5loorag evghoig
the center of which was a fountain. This area extended about two-thirés of
the distance toward the rear of the building. One of the first acts of the dir-
ectors was to provide for the enclosing of this lobby into the bank's working
rooms. Thix was done as a means of protection in the handling of the cu;reney
and esecurities of the bank.

As first arranged the space to the north of the main entrance to the
building was for the use of the directors and the space to the south was used by

on the left
the officers in the following order : The first room as the Federal Reserve Agent's
room, the next was that of the Deputy Agent, the one next was the credit bureau's
room. St111 to the north were the Governor 's room and that of the Socretary-
passafe way

CashBer. Across the . /:. from th:se was designated a correspondence roome. As
the work of the bank increased the directors' room was finally given up to the

occipancy of the bank proper and the directors were given a meeting place on the

floor of the Long Building.

Draw Lots for Terms
At a meeting of the directors held on November 9, it was unanimously
"agreed that the Class A and Class B directors should draw lots for the term of
sorvice of each .(f the Class A directors., MNr. Jones stated his anxdety te
serve the three year term, explaining that he did not care to serve but one ternm
but preferred to spend three yaara in the servica of his cbhstituents. It was
pointed out by Director Bailey, however, that it was not tho duty pr the

privilege of the directors to determine nrbitrarily who should serve one yuar and
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who should serve three years. As a result of the drawing of lots Mr, Jones
drew the one year term, Mr. Bailey tko ysars and Mr. Burnham three ysara. It
is incidental that Mr. Jones served but one year whereas Mr. Balley and Mr.
Burnham each succeeded themselves, the former having been twice eleoted as his
own successor. Mr, Burnham was suocceeded in the 1920 election by Mr. E. E.
¥ullaney of)&t»: CU‘? Kansas.

In tho Class B drawing Ur. Byrne drew the one year term, Mr. McClure
two years and Mr. Filson three years. Mr. Byrne and Mr. MoClure who, at this
time are still directore of the bank, have each been three times elected as dir-
eators, of these times twiece as their own successors. ¥r, Wilson served his
Hu'}n;'year torm and wes succeeded in the 1917 election by Mr. Harry ¥. Gibson of
Muskogee, Oklahomsa.

at the meeting held - g
The Class C directors defermined their length of temf At this
meeting it was suggested by Director Malone that it was possible to determine
af all three directors in this class

the length of tcrmg/ by the ingenious manipulation of coins that required but one

turn of these coins.

Duties of Officers

While the officers and new employees of the bank were busily engaged
in preparing the permanent quarters and installing various systems during the
first half of November the directors were far from idle. At a directors' mest-
ing held on Tuesday, Rovanber 10,a cammittao compriud of . Biroctorl Byrhe‘ i
Miller a.nd Jones a.pp_oin‘_t.gd at. t.he moeting on tho provioua nay roported u ahhedulo

PR
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of officers' duties, a condensation of which followsi

DEPUTY FEDERAL RESERVE AGENT - To have oharge of special
examinations of member banks, credit bureaun of the bank, the
statistical department and, jointly with the Federal Reserve Agent,
to employ minor officials, clerks and other employes in the office

‘and department of the Federsl Reserve Agent and to purchase

equipment for said department; and, with the Governor and any other
exacutive officers selected by the Board, to purchase egquipmsnt
and employ help throughout the opsrating department of the bank,
subjest to the apmroval of the Executive Commilttee.

CASHIFR = Aside from the Cashier's duties as presorided in
the by-laws he shall have personal supervision over the working force
uf the operating department subjest to the supervision of the
Governor.

The above were the only duties prescriood at that time for it was
contemplated that additional rulings would have to be made after the bank had
begun to operate.

Enles For Operating.

Decisions made at this meeting were to the effeoct that reserves re-
ceived on the opening date should be eithser gold or lawful money and so far as
clearing house functions of the bank wers concerned 1t should undertake at the
outset to ocollect only items of reserve cities within the Tenth District. It
was also a unanimous decision that 7% was the lowest discount rate the Kansas
City bank could consistently charge at the present and it so:-wired Governmor
C. S Hamlin of the Federal Beserve Board, Before the bank opened, however, the
direoctors belisved a lowsr rate should be charged and decided upon charging
6% for notes and bills of a maturity not over thirty days and 633 for s maturity
exceeding thirty dayse This was the rate upon which the tank began opsration,
but on December 7th a change was made whereby the rate became 6% for all
maturities.

On December 15, 1914, the bank lowered its rate on bills of short
maturity, settling upon 5% for less than thirty days and 52% for maturities of

over thirty days to sixty days, inclusive.
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At this meetin: the bank made application for membership in the Kansas City
Cleering House Association on the same basis as%%mbership of the United States
Postoffice.

Also during this meeting the Cashier was authorized to have made dis-
tinctive endorsing stamps for msmber banks end these were sentout subsequently
and the cost charged to general expenss.

Friday and Zaturday,

Mestings of the Board were called for Thursdayﬂ/ﬁovember 12, 13 and 14.
Iooxocxnioorx Hx i xBetaropedds  There were, however, no quorums on the 12th and
14th and at ths.maeting on the 13th only a few general topics were discussed,

for the officers and the directors who were in Kansas City were exceedingly busy

with the preparation of the bank for its opening.
OPENING DAY

The morning of Nonday, November 121\f;und the ground floor of the R.A.
Long Building in presentable appearance for the opening of what was destined to
pecome one of the greatest of financial institutionse Thile it is true there wers
mo vaults on that floor and the working force was both small and equipped for only
a limited amount of operation, the offices and the diettors' room ﬂad the appear-
ance ofureal banking offices.. The payments of réuervea and the subscriptions for
stock had been received attth; temporary pffices on thé second floor of the Commerce
Building and had been counted there with the aa;istanoo of employees of the Commerce

These payments and subscriptions were deposited in the vaults of the Commerce Trust
Trust Companyiand for several wesks after the opening of the new bank the money was

kept in the Commerce.Truﬁt'c&gpany'drvaﬁit. § B dp i et

[ -1 - N

Oh'the opening day a large portion of the reserves paid in were in gold.
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Reserves Baid in during the opening day were 257 7,474"- &3
Just prior to the opening of the bank doors the following telegram;g

was received from Secretary MoAdoo:
"Tashington, D.C., Nov., 16, 1914.

“Charles M. Sawyer,
Gov. Federal Rsserve BEgnk,
Kansas City, Miswouri.

Please accept my cordial congratulations upon the
opening of the FederalReserve Bank of your district, and
ny sincere commendation upon the effective work you have
done in preparing the bank for business in the short time
allowed for the opening. I am sure that the Federal Rep
servo Panks will servs a great and beneficient purpose in
the future of our country, and I am sure that this Depart-
ment and the Federal Resarve Board count upon your loyal
co-operation in the important work and duties which have
boen oonfided to you. My hearty good wishes for your suc-
co8s8.

(Signed) W.G.¥cAdoo."
Telegrams were also read from John Skelton Williams, Comptroller of the Currency,
end from Secretary McAdoo advising that the charter of the bank had bemn execut-

S

ed but that it would not reach the bank pritil probably about the 18th. =
Many Visitors Present

Secretary MoAdoo's telegram was authority for the mailing of announce-
ments to member banks,and the Federal Reserve Bank, upon receipt of the telegram,
was in a position to begin operations at once. The directors, upon receipt of
thess telegrams, authorized the btank's sccretary to send congratulatory telegrams
to each of the other eleven Federal Reserve Banks. -

The lobby on the opening day presented the appearance of a florist's
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display room. Scores of vases of cut flowers and potted plants had been sent
by banks, bankers, business men and professional men who wished success to the
new 1natitﬁtion. Many of these tokens vlere sent by individuals and institutions
outside of EKansas City. From about 9:30 in the morning until S o'clock in the
aftermoon the lobby, reception reom and the offices of the bank were filled with
visitors who called to pay their respects and express their well wishes to the
infant banking ingtitution.

The officers and directors in their various rooms were a receiving com-
mittee which occupled every moment of the day in greeting wisitors until the doors-
were closed . fmong the visitors on ths opening day were

r’\’ o 4 Y
(/fﬁ‘l_‘,, 1L W -;;/(.. {[ S f}\»(/% )

Early Discounting Sleow

Yhere was a very modest amount of rediscounting done in the early days
of the bank's existence. In fact none of the Federal Reserve Banks were call-
ed upon to give marked assistance to the country or to the government in any
conaiderable degree for soms time after the banks opened, and this in spite of
the fact that war was going on in Europe and a considerable amount of financial
operations were going on between the United States and the countries involved in
the conflaoct. |

Espocially was the Tenth Federal Ressrve District in'a stable condition,
prosperity. ;
owing to its wealth and/ The stringency due to orop moving in the swmmer and

fall of that year had been eliminated ¥y the natural course of market payments.

It was in reality not until April, 1317, when the United States had been d rawn
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into the world war, that the Federal Reserve Be.ﬁka became of great assistance
to the goverﬁment, although the date of their opening had been advanced .becaun
of the belief that the world war would necessitate an immediate operation of
the Federal Reserve System for tho benefit of the government.

Two days after the opening of the bank the Board passed a resolution
that all paper would be discounted to within five days of maturity and where
notes were paid -’before maturity the unearned discount ‘rpuld ‘be rebated except
for a period of fifteen days but such robates should l;e at the preveiling rate
at the time of payment of such note. The Executive Committee[ was also authoriz-
ed and directed to lower the rate of discount to 55% on paper maturing within
thirty days and 6% on paper maturing after thirty days. "if it is found that
the Federal Reserve Banks in adjoining districts have lowered their rate of dis-
count."” Prior to December 10 the Executive Committee of the bank rad approved
from day to day offerinzs of thirteen member banks for rediscount aggregating
$477,874.48, seventy-five notes having been discounted. The gross diacount on
these notes was $2,255.04. On December 17 the rediscount rate was lowered teo
6,65, and 6% Up to that date there had beent ra.nuferroci to the Federal Reserve
Agent notes aggregating $330,000.  secured in lieu o;';:amo Federal Reserve bank
notes aggregating $330,000 ' of which &ere remained to dage only $1,000.

The first application for rediscount was made by
Begin Handling Cash Items

At the meeting of December 10 it was agreed to extend the operations
of the bank beginning Tuesday, December 15, to include the handling of cash

items on all member banks in the district, also to include cheecks and d rafts



drawn on all Federal Reserve Banks.

Up to "December ths bank had counseled with the firm of Robinsén &
Goodrich im a few matters in which legal advice waa needed and on December 4
the diresctors moved to retain Robinson & Goodrich and B« F. Detheridge as
attorneys for the bank on a basis of $50.00 per monthe During the esrly
years of the bank's existence (Judge Goodrich was the principal legal advisor
of the officers and directors. During early December some of the other Fed-
eral Reserve clties declined to receive from the Federzl Reserve Bank of Kangas
City checks and drafts drawn on member banks in Federal Reserve cities. This
lod to the local bank notifylng its members that it had discontinued receiving

such items.
St. Louls Applies the lash

One of the early projlems which the Kansas City bank had to meet was

in connection with the practice of the Eighth District bank st St. Louis. The
St. louis bank had been making constant demands for a shipment of gold to cover
balances that had aceunulated in the 5t. Louis bank. The Executive Committee
spent a ccnslderable amount of time trying to protect this bank against these dee
manda. On the morning of December 22 the committes discussed tre matter nththe
Kansas City Clearing House Association as a result of which the clearing house
agreed to proteot this bank to the best of its ability. The clearing house banks
promised to instruct their St. louis correspondents to deposit with the Federal
Reserve Bank of St. Louis for our credit actual cash to meet at least a portion
of the demands made against Kansas City. In the meantime a committes of five
Governors of Federal Rexorve Banks had taken up the matter of adjusting this

phase of the banking and woul# report January 22 on a general clearing plan bee



jweeh the Federal Reserve Banks.

By December 18 there were thirty employees in the service of the bank
and the monthly payroll,exclusive of the officers, was $2,540,00, 1In the
first month of the bank's existence five of the twenty-five enployees were G rop-

ped from the roll for werlous reasons and new employees soon filled their places.
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The first authorization of the purchase of United States Bonds by the
Eansas City Bank was made on December 18 when authority was given the officars
to purchase $250,000 of United States 2% Circulation Bonds at a rate not to ex-
ceed 96%.

The f£irst missionary work done by the Kmsas City bank, outside of its
continuous correspondence with member barks, was done by Director Wilson., who on
the authorization of the Board and at the invitation of Secretary Harrison of the
Oklahoma Bankers Association, attended the bankors group meetings in Oklahoma in
December, 1914, and delivered an address at each of the mestings and explained the w
workings of the Federal Reserve Bank. It is?significant faect that, while the pro-
visions of the Federal Reserve Aot ware widely published and bankers were supposed
to be conversant with the operations of the system either through studying the A&t
or by verbally leatming 1its powers and requirements from other bankers, very few
active bankers in the distrioct had obtained a clear idea of ths bank's functions
oven after the first half dozen years of the existencs of the system. The natural
result of this is an unfortunate situation which frequantly leads to misinterpretat-
ion of the system and its various phases.

Even member banks woere so unfamiliar with the provisions of the new Act
as it affected them that it was necessary for the officers of the Kensas City bank
to wire various important instruoctiona to these member banks less than a month after
thfﬁgﬁl%ﬁzsg;:gd; Por instance, telegrams were ssnt to banks having overdrafts
at the close of buainess to make same good at once; letters wer: writtento all banks
advising that the Federal Reserve Bank would accept and place to the credit of member
banks only checks, drafts and credits of a like nature where *° =1 " the banks

on which these items were drawn "have with us sufficient funds to cover, and where
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‘banks l;aying do not have sufficient funds to cover items received against them
the items are to be cut out and sent for colleection and returns, ths endorsing
bank to be notified that the amount represented by such items will be phoéd to
their credit upon receipt of returnsj}” member banks were hotified that a ch;rép
would be made at the current rate against the account of a bank draving drafte
againat the Federal Reserve Bank and sent in such a way as to oreate eastern ex-
change; they were advised that the Federal Reserve Bank would not accept for oredit
items bearing endorsements outside of district 10; messages were sent to Omaha,
Denver, St. Joseph, and other reserve cities' banks advising them of the regulat-
ions in rogard to creating eastern exchange;

By Christmas of the opening ycar the situation between the various
Federal Reserfe Banks had improved remarkebly, the lecal bank having sent to
other Federal Reserve Banks in that time a total of $5,109,878.72 and received
from them $5,923,283.06 ,leaving the local bank a debtor of $813,404,34, which
amount was being liquidated as rapidly as practicable.

During the first two months of operation the city and count;i-yclear.ings
had grown noticeably, th; total items in the city department amounting to 10,629
azgrogating $28,888,260,78 and the country department having a total of 128,107
itoms sggregating $35,048,927.93, The expsnse of conducting those two departments
had amounted to approximately $2,000 a month.

The bank began the year 1916 with roserve deposits of $10,381,365,27 %
and with paid in capital of $928,1650.84.

The first member bank to apply for pesrmission to act as trustee, ex-
ecutor, administrator and registser of stocks and bonds was the United States

National Bank of Denver and this application was approved by the Federal Reserve



Board in March,1915.

On Monday, April 26, 1915, Governor C. S. Hamlin of the Federal Re-
s:rve Board maede his first visit to the Kansas City bank and was present at a
meeting of the directors on that day. He was introduced to the Board by Chair-
man Miller and in the course of his talk on the lines of work and policies of the
Federal Reserve Board he commended most highly the Kansas City directors for the
splendid pioneer work they had done in putting into operation the clearing funot-
ions provided for by the Act. Governor Hamlin was entertained at luncheon wi th
the Board at the Mid-Day Club and the discussions of the Board were continued until
2 o'clock in the afternoon.

During the firdt three months of 1915 Chairman Miller had been called
upon to speak before various bankers' organizations in Nebraska, Coloraio and
Kansas, and on April 8 the directors directed him to have published 5,000 copies
of his address on the subject "Federal Reserve System and the Opseration of the
Federal Reserve Bank of Kansas City," and to send one copy to each bank in the
district. The result of this was a decided improvement i{n the understanding of

the system on the part of many members in the diatriet.



J.-& — THE FIRST DXAMINATION

On Thursday, May 13, 1915, the directors held a conferencs with
¥r. J« As Broderick, Federal Reserve Bank examiner who, together with Messrs.
Gidney and Grayson, hed made an examination of the affairs of the bank and an
audit of the bank's accounts and cash. Mr. Broderick reported that his g:':-
amination showed that the expenases to date were $55,000 more than the bank's
earnings. It also showsd that the gold reserve after the first six months of
the bank's existince stood at 98.37 after deducting $2,038,000 which was due
other Federal Reserve Banks and clearing house banks on account of debit telances.
The earnings had ;veraged $128 a dag and estimated expenses $126,000 per annum,
The par value of United States Bonds held at that time, all of wiich were 2%
Consols, 1930,was $941,760. Other investments such as warrants and ocertificates
of indebtedness of cities totaled $65,000.

Thus 4t was shown in the bank's first examination that its gold reserve
was éxoeedingly large due to a small amount of rediscounts, the satimated amount
at that time veing only $3,150,000.whereas it was estimated that the rediscounts
in order to earn expenses and pay dividends should amount to approximately
$7,350,000. |

Mr. Broderick's comments regarding the operations of the bank, the
personnel of the officers and employes, equipment and location of the bank were
highly gratifying to the directors. However, he suggested that the bank install
a more up-to-date vault recird, that the tellers' eash be audited at least once
each month, the reserve cash onoce each quarter and the Federal Reserve Agent's
cash and accounts once each quarter. He also suggested thit the bank make daily €

sottlements with the clearing house and that Kansas City members should be induced
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to maintain balances in the FPederal Reserve Bank suffioient to cover three

days' out of town clearings.

Director Ramsay Resigns

At the meeting of September 23 Director Ramsay tendered his resigne-
ation as a Class C direotor in order ¢o accept a more lucrative position, that'
of Vice-President of the Drovers National Bank. At the same meeting the resign-
ation was mcoepted ‘and a resolution adopted appreciating his valued services in
the past and regretting the loss of his counsel from the Board. This resolution
was pressnted to Mr. Ramsay at a later mceting on December 16 when he appeared
before the Board with an application of the Drovers National Bank for the privilege

of acting as trustee, executor, administrator and registrar of stocks and bonds.
Bank Vault Completed

Throughout the year of 1916 a substantial vault was being installed
was
in the bank. This /oompleted early in October and on its completion the gold
which was formerly held in the vaults of the Southwest National Bank of Commerce

and the Fidelity Safe Deposit Company was moved to the bank 's own vault.
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Early in November Messrs. J. As Broderick and J., L. Cross, Federal Re-

serve Bank examiners made the second examination of the condition of the Federal
Reserve Bank of Kansas City. It will be recalled that thef irst examination six
months previous showed a loss in earnings under the amount of expenses. In fact,
throughout the first year of the bank's existence the same condition was true,
namely, that:the amount of redisoounts in this district was light and the expenses
of the institution due to the cost of organiza‘ntion and equipment was unusually
hgh.

It is not surprising therefore that the examiners, when they appsared be=-
fore the Board by invitation on November 23, made cortain recommendations on the
system of opesrating and accounting which would tend to improve the condition if not
to relieve the situation entirely. Mr. Broderick expressed his highest rogard for
the ability and efforts of both Governor Sawyer and@but stated as
his opinion that both officers were undertaking to do entirely too much detail
work. He recommended that a third offiocer who should be entirely familiar with
all the details of banking be engaged witli a visew to relieving the two present
officera of a great amount of detail. |

Mr. Broderick recommended that the dffice of auditor be independent of
the operating depe.rtment.. of the bank and that the auditor be given a free hand in
oonducting the examinations of the bank, being required teo report at least once a
month to the directors onlthe ocondition of all depattménta of the bank. A complete

re-opganization of the auditing, accounting and transit departments was recommended



and also that all cash in charge of any one officer or employs be audited at
least onoe each month and the cash under joint control of the Governor and
Cashier be audited at least every three months. A further recommendation was
made that eredit balances resulting from our local clearings should be collectad
sach day. It was expreesed at the asense of the meeting that the above recommend-
ations be complied withs With a view to .gr.fecting these recommended changes the
directors, with the consent .of the Federal Reserve Board, employed Mr. Cross to
remain with the bank temporarily, lending his expsrience and his services toward
bringing aboutiithe revision of the syatem.

Mr. Crou rema.ined in this capaoity for severa.l montha until upon the

e e

/s resignation of Mr. Jerome Thralls as Seoretary-Cashier on February 10 fonowi.ng,

e

"l!r.'"Croas ‘was elected temporary assistant to ‘the Governor at a salary of $40C per
monthe Later, onl\;.. ".'“7 Mr. Cross became Deputy Governor and served in that
capacity 'E'hroughoutk the greater part of our war period until his resignation on
Gdyo 1 v n to become a Vice-President of the ;National City Bank of New York City.
Mr. Cross was the active head of the Liberty Loan Cormittee of this district being
very active in the organization of the committies and serving as its executive
manager until his resignation.

resigned to beccme connected with the American Bankers Agsociat-
ion in 'hioh position he assisted in an advisory capacity with the Go;rernment-'s
war financing program at ®ashington during the war poriod and later became deeply
interested in the foreign trade program.

The suggested changes in the bank 's working system proved so efficient

that before the next examimtion was mads the bank's showing was improved to a

fhttei-ing degres. Before this improvement wgs shown, however, it was necessary
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to adopt a plan of amortization of expenses by means of which that part of the
organization expensee which had not been covered by earnings up to the close
of business December 31st was pro-rated over a period of 24 months, one twenty-
fourth to be charged off each monthe In the Bame manner the cost of Federal
Reserve notes was pro-rated over a period of 30 months and the furniture and
fixtures acocount charged off 10% each year for a period of ten years in order

to equalize the expenses in proportion to the earnings.
Mitchell Bucceeds Jones

At the expiration of Director Jones's first year of service with the
bank, J. 0. Mitchell, President of the Denver National Bank of Denver, Colorado,
was @lected to succeed him and at the meeting of December 16th the directors
adopted resolutions of regret at the expiration of Mr. Jones's term and appre-
oiation of his able services and wise counsal during his time of service,.

Mr. Mitchell, who had been active in obtaining a Federal Reserve Bank
for Kansas City and who had been previously considersd for & member of the
Advisory Council, bezgan serving at the meeting of January 4, 1916.

In the Federal Reserve Agent's first report to the Board in Washingtom
which was for the year 1915, inocluding the latter fow weeks in 1914, Chairman
Miller wrote that as the Rederal Raeserve Aot was a compromise measure several
of its features were meeting with meager support, if any, froﬁ various interests
within the district. The first difficulty seemed to be that the bankers, even
those who were members of the System, were not fully appreciative of the
soope of the Act and of the fairness of its measures to all the people of the
country. It was to be expscted, therefore, that the early days of the bank were
not all smooth for the executives who stood between the Act and the bankers

of the distriot who could not or would not see the Jjustice of the Acte
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The Agent's first report also set out as the most striking character-
istic of the Kansas City bank the variety of interests it was ozlled upon
to serve. With a territory of appfoximately 470,000 square miles centering
not far from the geographical center of the United States, practically every
cereal, every staple commnodity, every forage orop and mineral common to the
United States was a part of the varied production of this districte Although
much of this produotion was covered in the pleas made to the organization
board in Washington by the Tenth District bankers for the looation of & bank
in Kansas City, the Agent's report again emphasised this variety of production
as it had affected the workings of the new bank.

The membership of the Kansas City bank at the close of its first
yoar was 949 banks, including 3 state institutioms.

Discount Hates

During the first year of the bank the rates of discount varied
materiallye The first proposed rate was 7% on all maturities, but on
Hovember 14th, two days before the bank opened, the Board approved a rate
of 6% omn all maturities as the directors of the Kansas City bank encouraged
a policy of discount rates that would have & tendency to lower and stadbilize
the rates of interest and prove attractive to member banks, The discount
rate gradually deolined until August after which a 4% rate on 90-day
maturities and 5% on mturities over 90 days and under six months prevaided.
During the olose of 1915, the Federal Reserve Board approved rates 02‘3?576
for 10-day paper, 33% on trade acceptances and 5% on commodity paper.

Rediscounting privileges were pery poorly understood by the

majority of the banks during the first yeare This caused a great deal of
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additiongl detailed work om the part of the Kansas City bank officials
in explaining the rulings and the reasons for such rulings. It was an
educational year but as the membership in the System continued to increase,
executives of the bank found that virtually every year was one necessita-
ting a great deal of educational worke

It became apparent to offiocials of the bank early in the histoz'-y
of the 1lmstitution that scarcely less important than the primary function
of ocreating elastic ourrency was the function of the bank acting as a’
olearing house among the member banks in the Systeme In his first annual
report to the Federal Reserve board, Chairman Miller stated that if in
full operation the clearing house fumction would emable the check of any
solvent depositor to circulate at par not only in hls own distrist, but
anywhere in the United Statese

There were problems in the handling of clearings, however, principal
of \!hioh‘ was the disinalination of many of the member 'ba.nkgwto agree with
the directors and officers that the Federal Reserve Bank should maRe an
immediate debit to the accounts of member banks for items sent them, although,
at the same time most of these members were sending to. this bank for im-
mediate oredit items drawn on points throughout the district, generally such
ftems 8 would otherwise have cost them exshange to collect. The reserves
paid in were smll while the volume of clearings gradually inoreased to
an extent which occasionally caused a debit balance or overdraft against
member bankss These banks were inclined to question the legal right of
the Federa) Heserve tank to meke immediate debit to thelr accounts and for

a time it was difficult to fully jJustify in the minde of the members,the

rulings of the bank, Finally all member banks were notified that only
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such checks as oould be charged to their account without oreating an over-
draft would be handled, and all checks in sxcess of thelr dalanoces would .
be returned to the sending danke This plan proved satisfactorys

ln connection with the subject of clearings, Chairman Miller in
his first anmal report dealt. also with a kindred sudbject, that of the handling
of tke float in‘the districte In November 1915, the amount of float of the
District was estimated at $25,000,000 and Chairman Miller pointed out that
if all the clearings of the district floated through the Federal Reserve Bank,
this amount of float would be reduced approximatdly three-fourths, or to
atcut $6,250,000, and the large volume of business that would be concentrated
in the hands of a single institution could ghereby be handled &t comnsideradly
less expense than by numercus independent orgmnizationss Since the organiza-
tion of the bank, the question of the handling of float has been one under
almost constant discussion among member bankers and is perhaps understood
less by most of those who discuss 1t than dis any other division of banking.
The history of the handling of fioat in more recemt years has borme out the
original o;ntention expressed above by Chuirmanu Miller,

The Chairman called the attention of the Federsl Beserve Board

to the disperity in the methods of carrying float in the vaerious districts,
pointing out that until a uniform system was adopted by the Boerd, the re-
gulations of the Act could not be administered with equal Justioe and
fairnesss He emphasized the prediction that if a comprehensive clearing

system were established it would save millions of dollares to the country and

eliminate a charge on domestic exchange, thereby having a tendency to
equalize interest rates and make availadble to commerce millions of dollars

which would then be deposited in the banks of the country.



Following is a rediscount table of the states of the Tenth District with

the number of member banks and their rediscounts during the year 1915;

EEDIBSCOUETS

FOR MEMBER BANKS, TO DECEMBER 31, 1915,

Roe of Hove & Dec. .

Banks 1214 1815 Total
Colorado 18 523,798,12  523,798.12
Eansas 55 11,364.00 3,412,805.79 3,424,169.79
Missouri 23 391,346469 2,536,963.67 2,928,310.36
Nebrasika 71 102,7374 26 14791826042 1,894,563.68
Few Mexico 1 19,2194 20 194219420
Oklahoma 101 4,365.00 2,748,549.22 2,752,914,22
Wyoming __ 5 324362493 32,562.93

274 509,812, 95 11,066,525.85 11 ,575,338.30

In Fovember and December 1914, 99 notes ware rediscounted,
and in 1915, 6,946 notes were rediscounted to Dscember 3lst, a total

of 7,035 motes, average amount of each note $1,600.00,
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Je Ze+ MILLER, JB., SECOKES GOVEENOR

The operation of the bank throughout the first year gradually
demonstrated to the directors that the offioe of Governor was by nature of
more importance than it was origimally conceived to bae While the Governor had
less of contact with the Federal Heserve Board than had the Pederal Reserve
Agent, the responsibility thdt should be assumed by the Governor in carrying
out the operating end of the btank was such that it required some one of
both lgrga banking experience and of resourcefulness and exscutive abllity.

It was for that reasom, therefore, that the directors at the meeting of
January 4th elected Chairman Js Z. Mlller, Jr., &s Governor of the banks ‘The
salary authorized for the newly elected Governor at the time of his eleotlon
was $15,000 per year. However, at the following meeting held on February 24th,
Governor Miller rsfused to accept more than $10,000 a year until such time as
the bank should ;nter a dividend ‘paying periods Acting upon this objection
the Board at that meeting adopted a resolution that the salary to bg paigitho
Governor be fixed at $10,000 instead of $15,000. ’

fa January 4th was the regular date for the election of orficegl_

and the result -



-62-

of the election was immediately wired toc the Federal Reserve Foard and the

request made of the Board to appoint Mr. Charles Y. Sawyer as Federal Reserve

Agent to succesd Mr, Miller. This was subsequently done., At this same elect-

ion Mr. Swinney was again msnimously elected as a member of the Aaviaory Counoil

for the onsuing yeer, (1
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Thrana, vho was ro-eleoted Secrstary-Cashier for tho year, resigned

on February 10 as previously mentioned. The Board acoepted the resignation

effective March 1 and adopted a most oomplimentary resolution of regret and

eppreciation.

For the position of Seoretary-Cashier to succeed Mr. Thralls there were

thirteen applicants considered at the meeting of March 14. These applicants were

as follows!:

Aroh W. Anderson,
Eugene P. Davis,
Royal C. Stewart,
E. E. Montgomery,
John ¥. Hecox,
A« Re Bradley,
V.F. Lacaff,
WeZe Shepard,
Myles Standish,
¥, H. Langford,
Ba 5, Exmett,

L. He Ta‘be,

Eugene D+ McAllister,

Vice-Pres., Stock Yarda Nat'l. Bank, Kansas City, Missouri.
Ass't, Cash., Southwest Nat'l. Bank of Commerce, K. C. Mo,
Ass 't. Bank Commissioner, “Oklahoma City, Oklahoma.

Prea. Citizens State Bank, Blue Springs, lﬁ.eaoun.

City National Rank, Omaha, Nebraska.

State Bank Examiner ( Mo.) Kansas City, Missouri.

Cashier, Westport Avenue Bank, Kensas City, Missouri.
Omaha National Rank, Omaha, Nebraska.

Ass "t. T ashier, First Nat'l. Bank, Omaha, Nebtraska.
Internal Revenue Offioce, Kanasas City, Missouri.

Cash., Corn Exchange Nat'l. Fank, Omaha, Nebraska.

Ass't. Cashier, Corn Exchange Nat'l. Bank, Omaha, Nebraska.
Federal Reserve Bank, Kansas City, Misaourd.

The only one of this 1list vwho was connected with the Federal Heserve Bank

was Mr. MoAllis ter.

¥hen asked his preference of the applicants Gowermor Miller

asserted that his acquaintance with the others of the list was so limited that he

could not consistently make a selection but if confinoed to the 1list he would natural-

1y select Mr, MeAllister for he had had the opportunity of obssrving Mr. McAllister's
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work as manager of the loans and discount departmsnt of the bank. Various
arplicants bad thelir staunch supporters among the directors but the first in-
formal bellot taken showoed a preference for ireh W. Anderson.

Governor Killer suggested fo the directors that as the applicants were
not all fully nown to himself and the directors, it might be desirabdle to
elect ¥r. MoAllister assistant cashier and defer further action on electing
s Secretary-Uashier wntil a subsequent meeting. ‘he dix;ootors. however, felt
that the time had arrived to elect a Secretary-uashier and they wished to
elect some one who would be sultable to the Governors The situation was some-
what embarrassing to the Govo;nor owing to the fsot that he was not sufficiently
acquainted with Mre Anderscn who appeared to be the choice of the majority o.f
the directors, to ensble him to pass an opinione. Cloarly, the Governor ala
not wish to make a mistake in the selection of a Cashier and for that reason
he was slow to sanction the choice of any ona until he had had further oppor-
tunity to investigate. He stated, however, that he bhad no objaction to ir.
Anderson other than his own lack of acquaintance with hime The Governor wished
o0 go on record as not assuming any responsibility for the conduct of a msn
chosen who was unknown to him, btuat he would e rform the best sarvice possible
for the bank with the tools furnished him by the diractorse The vote was
taken and stood 6 $0 & in favor o;‘ Mre Andersone The Cheirman declared Mre

Anderson elected and the salary fixed at $4,000 & yeare

Bank Becomes Fiscal Agent
By the middle of December 1915, the Govermment had assumed s0 important
‘a commercial place among nations engaged fh-the war and had undertaksn such a
share of finanoial responsibility toward Europe that the Treasury Department
needed assistance throughout the country in handling its relations with the
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publice On December 16th, Chairman Miller presented to the Board a letter
from the Secretary of the Tre;zsury designating the Federal RBesarve Bank of
Kansas City as Fiscal Agent of the Govermment for this district and outlining
the services expsoted of it The assuming of this additionsl reeponsidility
by the bank led to the opening up of what became the Fiscal Agency Department,
destined to become a most active department of the bank during the war
period.

On January 2, 1916, the bank began the .handling of Government de-
poéits anl the payment of Govarnment warrantse. Almouéh this was not a part
of the presoribed duties of the naw Fiscal Agenoy Department, it was related
in a measure to that Department in that 1t was due to the s;izne rimry
cause, notedly, the World War. The govermment was purchasing a great amount
of euppliees from industries in this district and it issued warrants which
were redsemable at the Federal Reserve Bank, This work was handled largely
’bﬁ Mr. Tyner, Chief Clerks

The heavy work of the Fiscal Agency Department did not begin, how-
avar, until about May 23, 1917, and is described in another chapter begimming

on pa2e 70,
Governoxr's Report
Governor Miller in his report to the directors on March 14th showed

how the Federal Reserve Bank of Kansas City had begun to forge ahead in

its earnings and



recover its finaneial balance after the first ysar of rather unprofitable operat-
jon. He made it clear to the dixsctors that of the four possible methods of a
Federal Reserve Bank earning money; namely; first, by rediscounting bills for
member banks; second, by bankers' acceptances and open market transactions; third,
by revenue income warrants and, fourth, purchase of United States Bonds. The
Tenth district found the fourth methoed the only one adapted to its use st that
time.

There was a very light eall for rediscount and the New York Federal Re-
serve Bank was in position to materially assist in open market transactiona or
revenue income warrants. At the date of the Governor's statement a little over
$8,000,000 in United States Bonda bearing cireulation privilege had been purchased
and ths bank had received from the Camptrollsr of the Currency $2,000,000,000 in
circulation notes with whioh it had been daily purchasing eastern exchange. By
the purchase of the bonds Governor Miller showed thaf the bank had increased its
earnings to $777.46 per day while the expsnses were everaging $333.27 per day,
leaving a net profit of $444.19 per day or approximately $160,000 per annum,
which was within $20,000 a year, or 83% of a dividend paying basis.

Dyring the Mexican border eonflist in June, 1916, three of the tank';
smployes who were members of Naticnul Guard units wers called to the servioce
aad upon s« report of this to the directors at ths meeting of June 22 the Soard
instructad the officsrs of the bank thet employes of the bank who were‘memberl
of the National Guard and had been called to service "shall be granted a leave
of absence oa full pay for a pariod of aix mpntha or such part theresf as shall

be spent in the militery service of the United Statass.”
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The First Dividend

By the middle af July, 1918, there being a.e;:ruod surﬁ.o.;mant undivided
profits to more than cover the difidends due stock-holding banks to June 30,
1915, the directors at a meeting on July 13 authorized the payment of the firit
dividend in the history of the bank. This dividend was paid for two periods;
number one, the pe.riod from November 2 to December 31, 1914, inclusive and,
number two, the period from January 1 to June 30, 1916« The amount of number

one was $8,495.47 and of number two $58,211.48 making a total of $66,706.95.

Governar Harding's Visit

At its meeting of September 28, 1916, the Board of Directors was visit-
ed by Governor W.P.G.Harding of the Federal Reserve Board who, as ons of the
original members of the Board, had succeeded Governmor Hamlin at the first of
that year. Upon invitation of the Chairman, Governor Harding briefly addressed
the Board emer;ding the directors and officers, making suggestions on matters
of interest and outlining the pelicy of t.he Federal Reserve Bank with respsct
to the declaration of dividonds and the disposition of organization expense
prior thereto.

At an informal mesting aof the Board ghe following day Vice-Governor
Paul M. Warburg was present in Kansas City to deliver an address at the meeting
of the American Bankers Assoclation held here on that day. In the afternoen
he met informally with the directors of the bank and discussed with them prinoiples

and matters of polisy wvith respect to the opsration of Pederal Reserve banks



particulerly the concentration of gold, the l1ssue of Federal Reserve notes, in-
vestments, earnings and dividends.

At the meeting of Octobar 12 the resignation of Director Wilson, effect-
ive December 31, was accepted with regret by the directors. Mr. Wilson was
xoon to remove from the d istrict and for that reasen d.i:d not permit his name to
be included in the list of candidetes for the approaching election.

On October 26 Governor Miller's report showed a decrease in discounta
and an inerease in bankers' acceptances and wgrrants negotiated. It also show-
ed an inoreased volume of clearings. Also an important part of his report was
the subject of penalties for deficient reserves and, following the report, the
Executive Committee was aubhorized by the directors "to fix a rate as penalty for
deficient resorve balanoces of membaers, to determine the time from which said
penalties would be made effective and to make sush changes in the rate from time

to time as it may deem advisable and necessary.”
Second Dividend

The second dividend paid the stook holders by the Federal Reserve Bank
of Kansas City was aythorized at the meeting of December 19, This dividend
at the rate of 67 up§n the stock of the bank from July 1 to December 31, 1815.
It amounted to $87,920/88, At the final meeting of the year of 1916 held on
Dgeember resolutions of regret at the reaiénmbion of Director Wilson and of
approciation of his work and his ability were adopted by the directora and an

engrossed copy presented to Mr. Wilson with appropriate remarks by Governor Beileyy



In oontrast to the condition of the 'l‘enth Dht.rict .6ur_1‘ng'.' t};G fi'f‘.l_t.‘ : 'f\'_"'
yoar of the bank was the situation during 1016 at-the 315;;5:' WLEE Saee t.hﬁ o7 \
Federal Resorve Agent was enabled to make a more !'nvord‘blc report f.o i'.he Fod-l-.' P
eral Reserve Board as to the earnings of the bank and tha gensral hnking oon-
dition of the distriot. Although e.griculturaly tho yoar was ‘not an omept.ioml
ons, yet commerclally and in a general comparison of production by 1ndus:t.r10l
1916 was materially more favorable than the preceding ye&r in a banking wo.y. .
The ma.nufacturmg facilities were at oapacity production. labor conn:lti.ons “"/
satisfactory with a gensral increaao in wages. Live ltook ‘markets rem.ained
high and many records 7ere broken in receipts and in prices. The bank deposits
held up in an unusually strong menner although, owing to a comparatively 1light
demand for money and the low level of interest rates, the banks perhapu‘ earned
no more than in the preceding year. |

“hile it has been stated that the earnings of 'l;.he bank during 1916 ]
increased over those of 1915 yet thia increase was nus not to an inorea.sed
volume of rediscounts so much as to the open market investments made by the bank,
Out of the year's earnings it was possitle to pay dividends to June 30, 1915,
as well as %o charge off all qrga.hization expenaes.. Rediscounts during the yea.r
will be found in tabulated form on page 60d. ‘ iy 5

It was during 1916 that the Federal Reserve Aot we'.; amended s0 'Ehat 4

member banks were permitted to obta!.n funds from Federal Reum bankl agalnst 3

thoir own promiuory notes. %hile this practios vaa not tndulgad 1n to a gro'"
extent during that yea.r. it has subasetuently proven popuhr as & oonuneroia.l m-
lief practices The first record of the bank being nttocted :ln any vay by tho
ltgte hank gmu-anty laws ot its states was the mntion mdl in tho 1916 an\mul
report by Cha!.rmn SAryor to t.ho Federal Reum Bon'd in :rhioh he uhted that. :

\u

- | . »;.
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the membership in the district during the year showed a slight decrease oiving
to several msmber banke having denationalized and having becume State btankse
This change in membership was due to the fact that the "new State Guaranty law"
proved popular at that time. In contrast to that year. there is the caso of
the Oklahomsa guarant& fund becaming depleted in 1921, thus leading many Okla=~
homa state banks to str1v§ to become national banks theredby excaping the un-
certain influences of State Guaranty laws. From the organizetion of the bank
to the close of 1916, only one Trust Comm ny and two State banks had applied
for and been granted msmbership in tha institution.

The personnel of the bank's management underwent more changes during
the year 1916 than in any year of the bank's history to dates Om January lst,
Js C¢ Mitchell succeeded Gordon Jones as Class 4 directors Colonel F. We
Fleming was appointed Yice-Chairmen and Deruty Federal Beserve igent to suoceed
A. E. Ramsay, resigned and Charles M. Sawyer was:appointed to succeed Je Ze
Miller, Jre, as Chairmen of the Board and Federal Reserve Agents “Chairman”
Miller had become "Governor" Miller with the beginning of the year, thereby
changing places with Mr. Sawyer, On February 10th, Jerome Thralls resigned as
Secretary-Cashier and J. L. Cross was elected assistant to the Governors On
February 1st, M. A. Thompson was appointed assistant to the Federal Reserve Agent
and on March l4th, Arch W. Anderson was elected Secretary-Cabhier to sucosed lir.
Thrallse In October of the same year Director Wilson. Class B direotor, resigned,
to become effective January 1 1917, In Docember, He We Gibson of Muskogee
was elected to £il) the unexpired term of Mr. Wilso n while Directors Bailey and

UoClure wore elected to succesd themselvess
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.vh.g_n ‘he h.d ’boon advi..sodl_ of the 'mcrea;_o in 's.a.lu'y. requested that tho}gt.ign. bo

1917 |
: \

At the initial meeting of 19517 held on January 11th the Chairman
announced that the Federal Reserve Board had r_o-appointed cQﬁnel Fleming as :
a Class C Director for a term of 3 years. At this meeting \a.'lso W, H. "T.Gihlon:-._i
of Muskogee, who had been elected to fill the unexpired term of Director Vilson,
x'eli.gned,j was welcomed as a new member of the Board. Also, Difq\otors Baile.y '

andMoClure were congratulated upon their re-election as Class A and Class B

Birectors, respectively. The organizatibn Vas further iaerfacted by the re-
election of J. Z. Miller, ‘Jr., as Governor, Arch ". Anderson as Secrotary-Cashier
and E.F.Swinney as Federal Advisory Council. ' - P

At this meeting J. Li Cross, who had oome to the bank as an examiner troni‘ £

the Federal Reserve Board and who had been serving eeveral months in the capacity

of assistant to the Governor, was elscted "Vice-Governor"., lowever the by-lsm

provided for s Depupy Governor instead of a "Vioe-Governor and the Chairman ma

T4

instructed to present for action at the next meeting an amendment to provide fo!'., '
a "Vice-Governor" instead of a Deputy Govermnor. This emendment Wwas adopted at

the following meeting;but, owing to a stated preference for the term "Deputy

Governor" made by the Federal -‘egerve Board, the action of amendment was renoind-;
ed at the meeting of March 8th and since that time the title has remainéd Deputy - -

Considering the compensation of officers at the meeting of January 11th
after Governor Miller retired from the meeti.ng the directors unanimously voted -

a salary of $15,000 a year to the Governor. Later in t.ho neeting Governor lﬁner



‘cmployel had {ts orlgin in the meeting of February 21, 1917, for on that de.to L

trict as reflected by the Bank's condition. He commerfed favorably en t.h-

reconsidered and the salary be materially reduced., At hia mgguuon tho f

Board raoonsiderod and voted the salary at 812 6500. The uhry of tho Do-
puty Govomor was fixed at $6,000 a yoa.r and tho Sucrota.ry-Cuhier at .B.&OO.
On th!.l same date a ren'lnion and -.djuatmont of cmployeo lahri.el ras uu!o 'by f

which an aggregato inorease for the month was aproximately $300,
Bank Insures Egployes ?

The very satisfaotory plan of the Federal Reserve Eank insuring its

Director Balley moved that the bank enter into a contract for gooup 1nsuranco’
covering 511 employes of the bank, the amount of asuch insurance to e.qual the
annual salary of each to a maximm amount of $3,000. Before the date of the
next meeting of dirsctors the bank closed a contract with the Aetna Lito" In- -
surence Company of Hartford, COnneqtiout, to cover this contingenoy.s | |
There was present at the meeting of March 2lst. ¥r. Delano of the Féd-_
eral Reserve Board on a semi-annual inspection trip among the various districtes

Mr. Delano expressed satisfaction with the state of affairs in the Tenth m-l =

Kansas City Bank'uéamoo-- with investmanta, with the penaluo- tor doﬁciont

reserves and this bank 's practices in general.

At the neeting of April 12th Gwemnr Miller gavo an acocownt of th!

"for nu.vt t.hey mld 'bo lhmm proﬁerunoo for ro-umplomt. upon thoir dtoMp

trun lervieo .
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“ar Pinance Beginsa

Although the Furopean war had exerted an influence on American finanee
almost at tho outset of theo conflioct in 1914, that influence did not become
marked until the Unlted States itself became involved in the strife with the
sinking of the Lusitania o and tho subsequent declaration of hoatii-
ities on April 14, 1917. It became appareont immedigtely that if we were to
suocesafully wage a conflict azrinst the eentral powers in Turope we must finance
the conflict promptly. Moreover, the woeful luck of preparation of this country
for war made it urgent that the war financing be done with the greatest prompte-
ness and on the largest scale possible to Insure success.

The fPreasury, therefore, without waiting for a public loan to be launch-
ed, authorized in April 1917, the issuance of $200,000,000 in United States
Treasury Certificates which were to provide availeble funds in contemplation of
the subvsequent war bond issus.

The Tenth Distrioctfs first official war measure wus the motion by Director
Byrne supported by Director Mitchell at the meeting of April 26th adopting the
following rosolution:

"WHEREAS ths Treasury Department of the United
States has offered for subscription an issue of $200,000,00
Treasury Certificates, as reported to the Executive Commitdes
meeting April 19th, and
"HEREAS banks in District No. 10 have filed their sub-
scriptions with this Federal Ressrvs Bank, in the sum of
THERZFPORE BE IT RZSOLVED, That the of fiocers of thia
btank are authorized and directed té purchase such Certificates
in the amount of $377,000, or such portion thereof as may be
necessary to bring the actual subacription to this issue, from
Federal Roserve District No. 10, up to $8,000,000."
It will be noted that the Tenth Distriot's quota was 47 of the national issue,
this ratio remaining in foroe throughout most of the war loan Program.

The first official preliminary announcement with rospect to theﬁrit_
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Liberty loan came as a teleuram from the Secretary ¢f the Tr:asury and w8 read at
the meatinz of kay 10th.

In the second 1ssue of Treisury Jertificates, opened ou iay 10th, the Tenth
District's guota was subscridbed promptly on the foremoun of the opening day to the
extent of $9,500,000,

At the meeting onlMay 19th, the directors were advised of a confidential
relation havinz been entered into betweenj the Fadercl Reserve Dank of Jew Yorx and
the banks of Zngland, France and Argantine covering reciprocal relations with a
view b0 the control of exchanges and oresditss In this arrangement the directors of
the Tenth District bank voted to purticipate to tho extent of 5% While war
fingnoe operations became a metter of commnon routine 11 the meetlags of thes direcctors
for the succeedlng few years, it was at these mestinzs of April and Mey, 191, that

the program of financing the war took 1lts first shapee.

Float Pirst Ioan

The campaign of the Flrst Liverty losn was from May 23 to June 15, 1917.
Proliminary to the camp&ign In this district, however, Je. 'L. Cross who had been
borrowed by the bank Jonuary 4, 1916, from the Fedesral Ieserve Boa 4, was elected
Deputy Governmor on January 11, 1917, He was put iu sctive churge of handling the
loan for the Tenth Districte The first preliminary work was dons at hls desk in
the Governor's office in the Long builéing where the preliminary correspondence
was carried on, together with correspondencse relating to the Certificates of
Indedbtedness which had been issued in anticipstion of the First Loans -Ja—the——GCv—of-Ie
transactions ,ir.—Grogs was assisted-by Samuel-otewerty—Jr.

A few days prior to thes beginrning of the cazmmign, iMre. Cross opened offi.ces
in rooms on the second floor of the Gleadale building across urand iAvenue from tke
Long building and fitted these rooms for the active work of handling subscriptions.
¥r. Cross called to his assistance in that campaign a representative from

sach of the bond houses in Ksnsas City, which force united in handling the sub-
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sariptions and the publioity of the campaign,.

fha subsoriptions were handled under the direction of John Phillips, Jr.,
who r;lignod from the office of Arthur Young & Company on May 22nd in order to
begin the campaign work for the bank, On that day, also, Cs B. Riggs Joined the
bank and began assisting Mr., Phillipss On the following day, We I. Enrley was
added to the force.

The first subecription of the First liberty loan was $500,00, taksen by
Je Ze Miller, Jr., Governor of the bank, The total for the day was 117 sub=-
scriptions amounting to $3,741,900, The final allotment for the loan was
$63,481,850.

At the close of the First Loan on June 15th, the fiscal part of the lcan
" organization automatically becamethe Fiscal Agenoy Depar:hmj:t. ihi:u%ﬁr;}m@% a'fi;‘%"“
moved in the long building lobby on July 1st of that year,and on September “1st
took up quarters in the American Bank Building where it remained as the Fiscal
Agency Derartment wntil the rew bank bullding was ocoupied.

The detailed history of the Tenth Distriot's wa¥ loan organization will

be found beginning page .
PARTICIPATION CERTIFICATES

One of the war measures which helyped the Tenth district to raise its
quotas of Liberty Bond subscriptions and which ended practically with the close
of 1921, was the "Participation Certificate™ which was authorized by the
Federal Beserve Board and the Treasury Department on June 1, 1917 The New York
bank was the first to adopt this certificate whigh was designed solely to help
salaried people buy lLiberty Bpnda and pay for them on the installment plan withe
out actually being in dedt for bonde in any of the banks, The certificate was

HxB inches and bore the following text:
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UNITED STATES GOVERNMENT LIBERTY LOAN BOXD
Participation Certificate

This certificate represents a payment of TEN DOLIARS on a subsoription
t0 the Libderty Loan of 1917, Upon surrender of this certificate to
the Federal Bsserve Bank of Kansas City accompanied by four others of
like amount, the holder hereof will be entitled to receive a $50.
United States Government Liberty lLoan 3% Gold Bond with all coupons

attached,
Countersigned FEDERAL RESERVE BANK OF KANSAS OITY
E,P,Tyner ~ Registrar By JeZeMillor, Jre

Governor.
The American Bank Note Company of Now York City issued for the Tenth

" aistrict 50,000 of these ten-dollar certificates in a series numbered KO-1
to KC-50,000s The sale 0f these certificates through varicus member banks
iq whom they were consigned began prior to the Secondliberty loan :nd were
s0ld both during and betwsen the subsequent Ioans until the 6lose of the
Victory Ioan in 1919+ Purchasers of these certificates held them until they
possessed five,or multiples of five, at which time they exchanged them for
Liberty Bonds at the rate of five certificates for a fifty-dollar dond.

Ap fast as these certificates were surrendered for Liberty Bonds, they
were returned to the Bond Department of the Federal Reserve Bank and held
there until they were destroyed as follows: HNovember 22, 1918, 40,000 of the
;50.000 issued were destroyed by dPurning; on December 31, 1920, 9,970 of the
remaining a'o.ooo.mo burneds At the close of 1921, theres were Btill outstand=-
ing 30 of these certificates at which time it wans doubtful if all the remainder
would ever be returned. | |

The principle of the Participation Certificate was a sound one of
especial advantage to persons on salaries or with small means. After the
close of the war, financing this same principle with modifications was adopted
by the Treasury Department to aid citizens to save money. As a result of the
Wa® Saving Stamp campaigng, the Govermment Savings Organization of the Treasury
Department began issuing, through its district organizations, Tressury Saving
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Oertificates in demominaticms of $100 and $1,000 and later $25 denomizations,
These differed from the Partiocipation Certificates, howevar, in that the §5
Var Savings Stamps,which could be exchanged for certificates of higher de-

nominations, drew interest, whereas, the Partioipation Osrtifioates did not.

heavy Rediscounts in 1917
Previously it has been stated that the earnings of the bank in

1916 were from open market transactions rather than by rediscounts, The
history of the bank in 1917, howavar, is directly opposed to that of 1916 in
that the banks of the district rediscounted heavily espeoially during the
latter part of 1917 when America's part in the world war began to have its
effect upon American finance, and when the movement of the orops in the Fall
of 1917 also required additional ocurrendy in the western country, In that
year the bank was not obliged to resort to open market transactioms mor 0

outside invastments of any m2ture,.
Omaha Asks for Branch

4 letter signed by representatives of all clearing house banks in
t;he"ony of Omaha and requesting that a brgnoh btank be loocated in that oity,
was read by Govermor Miller to the Board of Directors at the meeting of June
14th. The directors voted to acknowledge thé communication and to glve oarefnl '
considefation for the earliest praoticadle date to the request for a branch.
In response to this commnéoation:Governor-Killer and Chairman Bawyer visited
Omha on July 10the Following this visit, Directors Mitchell and Malone of
Denver stated to the other directors, in the meeting of July 12th, that the
Denver olearing house was considering the proposal for establishing a hranéh
bank and thet they wished ths matter oonsidered by the direotors nlong with
the estadlishing of a branch bank at Omahas The first action on establishing

a branch, however, was taken at this



meeting in fa;ror of the Omaha resolution and it was moved by Mr. Fleming and
seconded by Mr. Bailey that the application of the Omaha banks be approved.
Diroctors Burnham and Byrne then made various suggestions with respect to organ-
izing the branch bank at Omshas This consideration led to a motion by Mr.
Burnham seconded by Mr. Byrne that the following men be appointed directors of
the branch bank at Omaha: Luthor Drake, "m. B. Hughes and J. C.MoNish, all of
Omaha, with Mr. Hughes as manager. This motion carried and was followed by
the adoption of the tontative by-laws sunplied by the Fedsral Reservo Banlz for
branch banks.

At the time of the first Liberty-Loa.n in June, 1717, came the first
emergonoy in the bank's history requiring the appointment of tempora.rj officers.
At tho meeting of June 1l4th Governor Miller announced that the Interim Certi-
ficates and allotment notlces for Liberty Loan Bonds must be signed in large
volume on spaces designated for Aasistant Cashiers. The Board therefors
desiznated the following nine employss of the bank as Assistant Cashisrs for
special purposes, such designations to be considered autmticglly canceled

when the apecial duties weroe completed:

Js L. McCarthy - 5, 7. Moore
Samuel Stewart, Jr. Ts Y. Blakely
Ee P, Tymer E. . Kemer
B« Do McAllister Alfred E. Bolt

C. A+ Worthington
™{th the handling of this second loan also came a demand for more
vault space and the Board obtained from the Fidelity Trust Company and the
Comme-roa Trust Cogpany additional space in their wvaults for Liberty Bonds and
othor securitiea. .
At the same meeting, June 28+%::, 1917, Governor Miller m_enti‘onod the.

responsibility assumed by Mr. C. A. Vorthington in an unofficial capacity and

the efficient work he had been doing in the bank and in the Bond Department
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and recommended that the Board consider making Mr?’Worthington an Assistant
Cashier. This was done and the salary fixed at $3,000. ‘

At the June 29th meeting a 67 dividend was declared to the atook-
holders. Also the Fedoral Reserve Board 's assessment of eleven-hundredths
of one poroent azainst the vank for etnénses was paid. '

Branch Panks ZSstalblished

The feow mubaequent months proquoed oonsiderable activity on the part
of numerous cities in the distriet toward the e stablishing of branch banks.
Then there were problems to solve in Omaha following the establishient of a
branch in that city. The dirsctors appointéd by the Board and those named
by the Federal Reserve Board failed to perfect satisfactory arrangements with
Mr. Hughes who had beon selected as managér. The rosignation of Mr. Hughes
folloved and in his place Mr. O. T. Eastman of Oﬁaha was electod manager and
dfrector of the Omaha branch.

Communications were read from clearing house associations in Muskogse and/
Denver anciigzber banks in Oklahoma City requesting the establishment of a
branch bank at each of those points. .After conaiderable informak discuasion -
of the Degver application and the assurance of Directors Malone ana Mitchell
that the member bankas of that clty would support the bank with their patronage
sufficient to cover any defioit in expenass, it was unanimously agreed to establish
a branch bank at Denvee and the followlng men wero apppinted directofs of that
branch: F. F. Struby, C. C. Parks, As C. Fostor and R. H. Malone, all of Denver,
with Mr. Malons designated as manager. At the next subsequent meeting, how-
ever, Director Malone resigned as diroctor of ths branch bank owing to a ruling
that a dirsctor of & primary Federal Reserve Bank c-uld not serve as a directo?-fjl
of a branch. )

Due to the report that banks in_Tulsa were prepaflng an eapplication
fot a branch, consideration of the Buskogee and Oklahoma City applications |

w
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was doferred uhtil the next meeting and the applicants were requested to
furnish the Chairman a brief setting forth facts and arguments on which
each bassd its request.

At the meeting of July 26th, on the reading of & communication
from the Federgl Reserve Board é.uthori.zing the reduction of the bonds of the
Fedoral Reserve Agent and issistant Agent, the Board reduced the bonds in
the case of the Kansas City officers tao $100,000 and $5°,000 respsctively.

Just before this meeting adjourned Director Gibson presented the
application of the Tulsa associated banks for a branch.

At the August 9th meetiny a letter from Mr. Delano of the Federal

. Rogerve Board asking that the Denver brench proposal be held in mbeyance
for e week until he had visited Kansas “City and Denver, was read, On
account of this decision also the three Oklahoma citles had been notified
that congideration would not be taken of their application until the Denver
matter had been settled.

Manager Tastman was authorized on August 23rd to enter into a
contract leasing the premises in the Farnum Building in Omaha for the Omaha
branch for three years at an annual rental of $6,000. |

On the a.boveﬂ date ﬁireotor Mitchell presented the resignation of
Mr. Stru'by as a director of the Denver branch.In his place Mr, C. A.Birkhardt
was appointed manager and director at a salary of $4,000.° Also on the above.
date Mre. Es D. MoAllister of the Kansas City bank was made Seoretary-Cashier
of the Omaha branch. |

On October 12th M. A. Thompson who had been Assistant Federal Re-
serve Agent was elected Asaia;hant Cashier at a salary of %5,000.

The first recorded payment of penalties by the Kansas City Clear~
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ing House Association waa ordorsd at the meeting of October 12th. These
fines had acoumulated since the organization of the bank and amounted to
$414.40 representing penalties for dslinquenoy.

At the game meeting it was vot:d that the Executive Committee
should meet daily at 11 o'clook and the Qervﬂse fee for the members of that
cormittee be fixed at $10 per day and an expanse allowance of a lii:e amount
for non-resident direotors.

On November 8, 1917, Deputy Governor Cross read to the directors
a report of the Second Libarty Loan ocampaign writ@en by Mr. Torthington,
Agsistant Cashier and manager of the Bond Dapa;tment. On the recommendation
of ¥r. Torthington, A. M. lMcAdams of the Bond Department was designated
assistant manager of that department et a salary of 3150 per month, Mr. Meidams
to have charge of the 6onver§ion of 33% into 47 bonds.

Also at this meeting the resignation of M. J. McNel}is, auditor,
was reeelved and acceptéd and Mr. A. 3. Bolt, @ensral bookkesper, was designat-
od acting assistant aud#tor to serve during any interim.

Wheﬁ the Denver branch was first authorized the directors decided
upon the same by-laws as those governing the Omaha branch. = However, at the
meetling of November 22, 1917, those by=laws were rescinded and new ones adopted
authorizing a few changes and outlining spocifically the functions end
regulations of the institution.

A dividend of 67 was authorized for semli-annual perlods ending

December 31, 1916, and June 30, 1917, to be made payable December 31, 1917,
Extra Compensation

For the first time in the history of the bank the directors at their
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meeting of Decemzer 6..1917. considered at the Governor's request, the matter of
extra compensation for Junior officere and employes in view of the extreme

high cost of living and excellent services and loyal co-operation of eve:y member
of the organization. The Governor had addressed a communication to the Federal
Reserve Board on that topic and at t!iis meeting it was voted to pay an additional
oompensation of 10% of the current year's salary to all employes and all officers
with exception of the Governor and Federal Reserve Agent. The ayment was
_authorized to be mide in War Sa¥ings Certificates, the recipient to be notified

that it was a war measure and not intended to establish a precedsnt.

1918
Mr., Zamsay Retur:s

At the expiration of Mr. Sawyer's term as Federal Resarve Agent, the
Federal Reserve Board had appoinmted to succeed him Asa E. Ramsay, who had resigned
as director the year before.

At the election of officers, held on January 10, 1913, Jes Z. Miller, Jr.,
was unanimously re-elected Governor and the Chairman was requested to recommend
to ths Federal Reserve Board an annual salary of $15,000 for that office. Mre
Cross was re-elected Deputy Governor and a salary of $9,000 was recommended.
Arch We Anderson was re-elected Secratary-Cashier with a recommended salary of
$38,000., Mr. Worthington and M¥r. ks A, Thompsom Wwere umanimously re-elected
Assistant Cashiers with salaries of $4,200 and $3,600, respactively. James E.
Goodrich was designated counsel for the bank and E. F. Swinney was again re-
elected member of the Federal Advisory Councile At this meoting also, Os Te
Zastman and E. De Mcilllster, manager and cashiear, respectively, of the Omaha
Branch were re-elected at salaries of 6,000 and $3,600, respectively, and Ce Ae

Burkhardt was re-elected manager of the Demver Branch at a salary of $4,000.
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Pirat Montion of Wew Building

At the January 10th Directors' mesting in 1918 Governor Miller
in hia report to the directors brought up for the first tize the subject
of eracting a new building for the Tederal Reaserve Bank, explaining that
the inatitution had already expanded until it occupied flooras in two other
buildings equal or greater than the spgce then ocoupled in the Long Builde
ingmaxing the administration difficult and the operation more harardous.
Heé;ointed out also that the present‘vault space was inadequate and that
it was imprattiocable to lease additional office or vault space in the Long
Building or suitazbole space'in eny other béilding in the c&ty. As the
prosent lease expired on Hovember 1, 1919, the Governor urged that immodiate
steps bo taken to provide for a future home for the bank. The directors

Governcr 's :
unanimously adopted resolutions endorsing tho/report and recommendations ,
ofthy Togvernor. This ﬁ:eeting we.s the beginning of what lotef became the
greatest bank building in the West.

At the following mesting on January 24th a letter from Mr. Delanc
of the Federal Reserve Board was rend offering sugzestions on the acquiring
ofpziﬁiig§ ;mmed;ataly a comnlittee composed of Directors Gibson, McBlure and
Ram;ay awas dppointed as a building committee and —mee instructed to investi-
gate sités and repoert to the direotor;;%ﬁ:;;: tensity in the condition
live stock oredits in the winter of 1917 and 1918 had become so apparent
the dirsctors &f the bank were asjjed for assiastance by o committee of re-
presentative live stock bank and loan companies of the district. At the
meeting of February 14, 1918, the regular business ef=tim=Bosrd-mesting was
deforred ip order to give the committes a héafing at the clese of which the

Beard, without comuitting itself offiocially, gave mssurance to the committes
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that 1t would co-operate by oalling 1mmedigte attention §£ ihe Federal
Reserve Board and the Treasury Bepartment to the situation and would re-
commend means of relief.
The question of the amount of "float" being carried by Kansas City

banks as affecting the volume of loans posasible for these banks to make was

frequently discussed unoffiocially é&n the banking circles in the spring of <

1918. It was first brouzht officielly to the attention of the direotors of

the Federal Reserve Bank at the meeting of April 25th when J. ™. Perry of the
Southwest National Bant of Commerce appeared before the Board with a request

££;£ fhe bank rsinstate its practloce of purchasing miscellansous banks draft
exchange in order to relieve the Kansa:  City banks of the burden of carrying

the float and thereby prevent the restriction of loans by Kansas City banks.

Mr. Perry also btought up for discussion the cost to individual banks of the

discount on Federal Reserve cities exchange. The matters were thoroughly

taken by
discussed and the stand / 4the bank explained to Mr. Perry.

Several months having elapsed since the resignation of : H.J.McNallié

aa auditor, the directors on May 9th elected as acting auditor of the bank at
a salary of $3,3500, Mr. S. A. Wardell who had been filling the poaition eince

¥r. MoNellis

for ,
One phase of the Treasury Department 's plan/rotiring silver certl-

- ficates and ' reissuing . -outstandin%ﬂnotes as redeemed in the spring of

1918, was the material Incréaso in the amount of Federal Reserve Bank notes

’

to be issued. The notes had previously been issued in blank and signed by
: ' it

the Governor and tho Cashier of the bank. The continuation of this practice

i

i

B

would have meant the consuming of a great amount of time by the Governor andthe !

Cashiers For this reason the direotors votsd to request the Camptqollq§ of

the Curreney to deliver the Federal Roserve Bank notes to the Bureau‘of Ene

/



graving and Printing and hawe the fac simile signatures of the Governor and "the
Cashler engraved thereon by the Burseau.

A 6% dividend for the,semi-annual periods ending with December 3],
1917 and June 30th, 1918, were declared by resolution on June 13, 1918.

On June 30th the statement of earnings which the bank filed with the
Federal Reserve Board showed net earnings of $1,015,830.13 between Janusry 1,
1918 and dune 30th.

A problem of more equitably advanoing funds for productive purposes
presented itasslf to the bank at the opening of the agricultural season in
June. At the meeting of June 30th the directors voted to rediscount eligible
paper with other Federal Reserve Bankg in amounts deomed necessary. They
further voted that whenever, after Auguyst 15, 1918, the Exscutive Committee

of member btanks _
of the bank approved pfferlnvl/for discount in excess of the momber banks'
required resorve balances these offerings should be subjeet to an advanced
differential and discount rate equal to 2% for all classes of paper except

notos secured by Certificates of Indébtedness and by Liberty Bonds, in which

case the advanoed difforential whuld be 3%.
The Bank Site Settled

After various meetings of the building cémmittee at whioh ‘it
‘considsred the soveral sites proposed for a new bank building, the committee
finally presented to the directors on June léahﬁgwo reports on a hullding site.
The majority report signed by Chairman anaay and Director Gibson receormended
the northeast corner of Tenth Street abd Grand Avenue, a tract of 144x115 feet,
provided it oould be purchased for $500,000, A minority rapﬁrt signed by
Direct?f MoClure of tﬁe comnittee fave reasons why he could not agree with the
other two members and recommended as'the bank site the southwest corner of

Finth Street and Baltimore Avenue, the tract being 2723x142 feet at a purchase
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price of $350,000. After Director Gibson moved the adoption of the majority
report and Director McClure moved as a substitute the adoption of the minority
report the motions were voted upon and the directors adopted the majority re-
port thuEd?termin?nﬁﬂe Tenth Street and Grand Avenus location where the bank
building was finally oonstructed. Thoase who voted against this adoption wére
Directorl Failey} MeClure and Burnham. d '
At a aubsoquent megi{;é;;gr;;tor Balley was pergitted to read into

the ecords a letter which he had addrsssed to the directors settihg forth
his reasons for favoring the Ninth Street and Baltimore Awvenue location as a
bank site. The reasons stated in his lettser were that the larger dimensions of
that property would permlt a park space entirely around the building, thus
affording additional ventilation and security. Director Bailey felt that the
additional $150,000 whioch would have to be paid for the Tenth and Grand site
would be an unjusﬁiflabla expenditure of money. Further reasons for favoriﬁg
the Baltimore Avenue location were that it waa close to meveral hotels thoreby
béing more convenient to representatives of the various member banks outside
of Kansas City and that the absence of street ocars at that location would pre-
vent anmoyance and unnecessary noise.

. After Chairman Ramsay had submitted to the Federal Ressrve Board
the majority and minority reports, together with Director Pailey's letter,
he reported to the directors that the Federal Reserve Board had declined to
reconsider the vote of the directors. At the July 1lth session also the
‘motion that Governor Miller be authorized to execute s contract for a ait; at
Tenﬁh and Grand was voted upon, the VYotes of Directors Bailey and McClure being
recorded as "No." CGovernor Miller showed at this meetiqg that the difficu}ﬁy
of obtaining steel for the struotural work would doubtless defer the makingw

of a contraot.
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On June 27th Z. P. Tyner who had brcen a bookkesper since the
opening of the 'bank end part of vrhi‘ch time he had been chief olerk, was
elected acting Assistant Cashier of the bank at a salary of $2,700. On
the same date the salary of Manager Burkhardt of the Denver branch was in=-
creaged from $4,000 to 85,000. |

On July 11th the following salaries were incrsased: C:A.Terthington,
Assistant Cashier, fram $4,200 to $4,800; ¥. A.Thompson, Assistant Cashier,
from 43,600 to 34,200, Cashier McAllister of the Omaha branch, from $3,600
to $4,200. |

The resignation of M. A. Thompson, Assistant Cashior, who hed
accepted a position with the Midwest National Bank was read and accepted at
the megting of July 25th, the resolution accepting it expressing the bank 's

‘&&%ﬁariiégﬁ:ﬁieoiation of s efficlent service.
On this date the directors adopted a resolution of regret at thé
resimetion of F. A. Delano, member of the Federal -Réserve Board.

At the suggestion of the Federal Reserve Board tho Fansas City bank
voted on August 22nd to absord the expense of opsration of the Capitel Issues
Committee of the Tenth District. M: the following session, however, on
Septenfber 12th, it was voted to expunge from the minutes of the meoting thia
xfesolgtion. The lattor action was taken in consideration of a letter from
the Caéital Issues Committee at "ashington suggosting that the Gepiimi—Fesues
Comrittee keep within the limits of the regularly appropriated fund ﬁ'ﬂ\r
employes of the bank were appointeo. acting Assistant Cashiers at the mef—‘ting
of September 12th, J. ™. Helm, L. A. Zarhart and John Phillips, Jr., each of

whom was to continue to receive the same saiary until further oonsideratioen.
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The financiel topios that were uppermost in the mind of the
nation during the fall of 1918 are reflected in the minutes of the dir-
ectors' meeting of September 30th. At this meeting a report was made by
Advisory Council)or E. F. Swinney of the Federal Reserve Advisory Council
meeting at Washington from which he had just returned. Foremost in these
topics was that of the curieiling of non-essential credits. lThia subject
was one which had become nationelly of grave importance especially in the
minds .of finanelers who saw the trend towsrd economic ruin being taken by
the short sighted portion of the public whose heads had been turned by easy
stages of prosgeri‘by end whose investments were of a epectacular rather than
ofC:“c-&;&n n’;!tucz{ Other topics discussed by Mr. Swinney and th-e directors
were the development of fhe acceptance market and the pfoper use of bankers'
and trade acceptances; the investment by banks in public utilities' iasﬁes,
and the advancing of credit by banks thereon; the distribution of Liberty
Bonds, and preferential rates on loans secured thereby; the gold embargo
question; the supervision of bank loans for capital purposes by the Capital
Issues Committee; the n;g\ter of discount rates of Federal Reserve banks, the
tax on undistributed eerning accounte; the subjject of Government deposits
with state bank membersj the proper basic prices in mercantile inventoriss;
the ebsorption by Federsl Reserve Banks of expenses incident to transfers of
currency end valueble doouments as between Federal Heserve Banks and members,

Despite the abnormal conditions of wdrwﬂnance. untimely seasons
and labor shortage, the year 1918 proved to he the record business and bank=-
ing year of history. The bank clearings ﬁ the fifteen olesring house

cities of the district showed transactions eggregating approximately 17 bile
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lions of dollars or ebout 4 billions more than the 1517 transactions..

The Tenth District in thet year sent to its six market oities approximate-

ly 26,288,000 meat animals es egainst 22,840,000 in 1917, the increase be-

1#5 1,055,000 cattle, 2,104,000 hogs and 281,000- sheep. As 2 result the
packing plants made by far their grestest record of eny year. This re-

cord was made despite the fact that spproximately & half million young men
had been called from the district to the army, navy, marines and to industrial
pursuits supporting these military branches. |

The autumn of 1918, zpart from any finanolel significance it mey
hold, will long be remegbeored by officials of the bank)u well as by thousande
of other cltizens of the United States as an exceedingly trying time with the
health and bhe business of this country. At the peak of the nation's act-
ivity in the war and in war finance, when the front lines of all the allied
nations were being virtually fed, clothed and equipped by the industry and
capital of the United States,there came to our shores an epidemio of influenza
in its most maligmant form which took thousands of lives in the army and mavy
camps and industrial centers and left an almost disastrous effect upon busi«~
ness through shortage of help osccasioned by illness and death.

The Federal Reserve Bank suffered from the help shortage for several
weeke and the seriocusness of the situation was brought even closer to the dir-
ectors through the death on October £ of Asa E, Ramsay, Jr., second son of
Chairmen Remsey of the Board, The epidemic ecoured during and following the
Fourth Liberty Loan, but despite this fact which 'p'evented thousands of publie
meetings over the district the loyalty and support of this southwest cauntry
were nevertheless responsive to the nation's al_i. | With a quota of %260,000,009

for that losn the Temth District subscribed to.a total of $295,961,460. X
X Jav Qmw(f,(_,;& e st L\f dialipeids wwti \F&j“" L

pou
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The report of Governor Miller read to the directors at the meet- -
ing of November 14, 1918, stressed the importance of some activity which
would relieve a situation in the Tenth District that required immediate
a'ttoﬁtion. This situastion was in effect that a limited mumber of banks in
the district had demanded unusually large lines of credit wh-ile some of the
banks were rediscounting scarcely any, a condition requiring some sort of .
remedy which shouid retard or at least disocourage excessive rediscounting by
any member bank,

Although this matter was discussed by the directors on September 30th
and. Outibar 3lst, it was not until November 14th that a resolution wae adopt-
ed bearing upon the subject. This wes the begimnning of the progressive dis-
count rate which later became nation-wide in ite scope. For a more complete =
history of the progressive rate see page | ‘

‘ At the close of 1918 the reserve position of the Tenth Distriot,
while considerably 1n')e'xeess of the legal requirements, was reduced from the_
1917 record and it wes wvery evident that the war financing program had a tell-
ing influence upon the positicn of ocommerclal banks as well as the Federal Re-
serve Bank. War finanoing narrowed the market for commercial paper in the dis-
triot larg.ely because of two things - first, loans to cﬁetomgare for purchesing
government securities and, seccnd, the lessening nm_-ket for cattle paper out-
sidcj the district., Notwithstanding these conditions only ebout 687 of the
member. banks made use of the r ‘géz:ounting livjilgge during the year.
/:Pw-\—dé/z Y QA \a\Y

During 1918 there a net increase of 33 member banks in the dis-
trict)clqsing the year with a membership of 994 of which 239 were within the
Omehe branch district and 139 in’the Denver distriect. Seven hundred par banks
were added to the list during.the year,inor'easing the number to 5,200, leavix;g
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approximately 1,000 banks not represented on the par list. The clearing
operations increased steadily during the year until the daily items avereag-
ed about 50,000 near the close of the year, .

A special compensation was voted to the employes including officers
below the grade of cashier to the extent of 107 of the ealary each received

during 1918,
-1919-

The bank began the yeer 1919 with the same directors as the prev-
ious year who, at the meeting of January 9th, re-elected the same official
staff even to the direoctors of the bra.nch banks. Following is the person-
nel of the directorate end rqmina'{é family of the bark:

DIRECTORS

CLASS A CLASS B CLASS C
J. C. Mitchell H. W. Gibson ; Asa E, Ramsay
W. J. Balley M, L, MeClure : Fred V. Fleming
C. E. Burnhem T.°C. Byrne R. C, Malone

Chairman-of the Board and Federal Reserve Agent, Asa E. Ramsay.
Deputy Cheirman, Fred W. Fleming.
Asslstant Federal Reserve Agent, C. K, Boardman,

OFFICERS

J.Z, MillerQ“JGovernor E. P. Tyner, Ass't.Cashier
J.L. Cross, /ﬁeputy Governor . J. W, Helm, Ass't. Cashier
Arch W. Anderson, Secretary-Cashier L. H. Earhart, Ass't1lCashier
E.F. Swinney, Member Federal Advisory Council S, A. Vardell, Auditor

C.A. Worthington, Assistant Cashier A.E. Bolt, Ass't.Auditor,
John Phillips, Jr., Assistant Cashier ;
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= BRANCH DIRECTORS
Omaha Denver ‘ Denver
(Elected by Directors) (Appoint d by F.R,Board)
Luther Drake A. C, Foster John Evans
O, T. Eastman C. C. Parks Alva Adems
J., C, MeNish C. A, Burkhardt
BRANCHE OFFICERS
Omaha Denver
0. T, Eastman, Manager C. A. Burkhardt, Manager
E. D. MoAllister, Cashier .o P.R. Fredman, Acting Cashier

= & :- ' N,
Commpan Pl -t

Sof large had grown the ‘body of omployes of the Ba.nk and its branchs that
the directors at their firzk meeting in "ebruary 1519, d=xidz authorixed dinners
to be given to the officsrz and employes of the mein ‘oank and also of its branches,
The date set was Thurszday evening , February 12, Akxkhexmmiz In Kansas City the
dinner wa3 held fkxike in the tall room of the Mauhlebach Hotel , there being 438
officers end employes pregent, Messages of gresting were exchanped betwsen the
mein bank and its branches, "At the Omaha branch 2& seventy-five officers, employes
and wifes were present , In Denver the number who enjoyed the dinner was thirty-nine,

Two Dfficers Resign

At the meeting of February 13th the resignation of J, L. Cross
as Deputy Governor was read and accepted effective Arril 1lst. The resignat-
ion contained a sincere note of regret that Mr, Crosa' three years of ex-
perience with the bank were to terminate in order for him to #ccept a positioen
of Assistant Vice-President of the National City Bank of New York,

Upon the suggestion of Governor Miller that the ofﬁce of Deputy
Governor be not immediately filled and that some ome acquainted with the
operations of the Fiscal Agency Department and with the Liberty Loan Depart-

ment to which Mr, Cross had given special attention be
; retained in the



=86=

Governor's office, the Board designated C. A, Vorthington as Assistant to
the Governor with no increase in salary.

Foliawing the. resignation of Mr. Croass there was read a letter from
Arch W, Anderson, Seoretary-Cashlier, in which he also tendered hie resignation
to become effectilve ant the earliest convenience of the directors.

Mr, Anderson stated in his letter -of—reségmetion that he had de-
ferred the resignation for two or three months et the suggestion of certain
directors and thet he 'now proffered the resignation in order that the directors
might with more understanding consider the wveocancies in the official staff.
Secretary Anderson stated that he desired time to conesider two business offers,
one in Kensas City and the other in Calli.fornia.-

At the following meetirp it was voted that Mr, Anderson's resipgnat-

ion be effective lay 15th with leave of sbsence from April 16th,

— ;
. £ s ]
Cy ,4:(, freeg e

. At this meeting and the one following Athe res %upi?:ions commend ing
both Mr, Cross and Mr, Anderson for their splendid service with the bank end re-
gretting their resignations were offered and adopted.

Upon the suggestion of Governor Miller the officiel staff of the bank
was re-adjusted to fill -the two vacancies in the following menner: J, W, Helm
‘advanced from Assistant Cashisr to Acting Cashier; C. K. Boardman-designated
as Secretary; Assistant Casﬁier John Fhilllps, Jr., designated menager of the
Bond Department; C. E., Daniel, menager of thel Discount Department and G. E.
Barley , manager of the- Certificatéu of Indebtedness and Depositery Divisions,
elected Assistent Cashiers, and G. H, Pipkin appointed to succeed Mr. Daniel

in the Discount Department, all without changes of salsry.
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Also at the Febmri 27th meeting it wms voted "that the move-
ment to organize a hospital and health association among the employes, as
reocm;nended by Governor Miller, be endarsed and the Executive Committee author-
ized to share in its support in an aggregate amount equal to the peyments
made by membere of the association at such times and in such amounts as may

be then proper."
Honor Roll

At the meeting of April 10, 1919, the directores voted thaf an
Honor Roll be incorporated in the minutes giving a complete record of the _
young men who lef't the service of this bank to become soldiers or sailors in
the ﬁefense of the honor of this country and the protection of its policiss
as follows:

7 f"‘,_,/', ol



WSAS CITY

JnOu Frem
Fronk 2« Twrck
Geo. Edwin loran
JeLe LIcCa.rth
Earl V. Kemmer
lewis Ce Winkler
Wne. Eo Enison
ZeWe MoOTe

Thos., Dolman
Zarl Getz

Harry Beeoroft
Robert Steel
Glenn Eberhard
Andrew lawson
Ee7e iddison
D./s Chcndler
Cevie Crowford
V.Cs Feenster
varren C. Groy
C.Z. Hinds

H.A. lLamborme

Be Ieamer

A.i, McAdanms
Jemes loore

7+ Roy Ibore
Claude F. Roberts
Cuy Winterfair
Fred V. Adams
Geoe Se ibPYTO
JoTe Byers
Grover J. laVelle
Lloyd T Gllmore

OLAHA s

87 A

P0S5ITION
Disoc. Clerk
” ”

Accountant
Auditine Depte
1] 114

Gen'l Utility
Disc. Depte
Statistiozl
Trans, Lister

”"n 4]
" n

” "

Collsctlons
Discs Clerk
Clerk
Stenographer
Bookkeeper
Clerk

Clerk
Corresponding Clerk
Clerk

Clerk

Ass't W20 of
Clerk - -
Bookkeeper
Clerk

Clerk

Trans. Clerk
Trons. Clerk
Gov'™n Teller
Tracing Clerk
Transe Clerk

Horace C, Ibredith Transit lore

Ralph Hemderson
Cilifford E« Boand

H
Phillip J« Clark
Fred S. Smith

Trans, Clerk
114

Clerk
Transe Clerk

SALARY

$100.00
105,00
110,00
90.00
100,00
100,00
75.00
115,00
65,00
60.00
60,00
80,00
60600
8500
65, 00
120,00
115,00
100,00
60400
125,00
125,00
85400
166466
125,00
100.00
80,0C
50,00
95,00
55400
6000
90,00
70600

115,00
75400
90,C0

75.00
65,00

BRARCH OF SZRVICIH.

Ravy
Army
Ravy
Army

"

" .
Revy

1"
AJ.W
Trainins School

n n

Ibrines
Navy
LArmy

¢}

"

~viation

fuditdr L., Dopte
UaSe Sirmzl Corps
Jelle Corps

Army

dotor Jank Corps
£37th Enginsers
welde Corps. Aviation
Signal Battallon
Trainin~ School
Haval Lpserve
Artillery
Infantry
Artillery

Army

n

"

Aviation
Aviation
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On April 24th the directore voted to designate M, W, E. Parl'# as

Agsistant Casghier.
Hearing on New Branch

m@ :gm-mﬁxiii’catiiiﬁi,'\received by the directors bear=-
ing on the applications of Tulsa and Oklshama City for a branch bank, the
directors voted on June 18th "that the date of July 24th be set to hear applicat-
ions for the establishment of & branch bank in the state of Oicluhama and all
cities which have requested a hearing be notified."

On the morning of July 24th the Board held a brief session and ad-
journed at 10 o'clock to the Vhite Room of the Balitmore Hotel to receive
applications of various citles in Kansas, Nebraska and Oklahama for a branch
bank, There were four applicants and an hour was alloted to each applicant
in alphabetical order. The applicationr and writfen brief of Linooln, Nebraska

wags presented by H.. S. Freeman, Vice-Preeident of the First National Bank of
Lincoln, ) |

Frenk J, Wikoff, President of the Tradesmens Stete Bank of Oklahoma
City, presented that city's epplication and filed a printed brief with maps
and charts, Judge P. D. Brewer orally assisted in the arguments., Following
the arguments for Oklahoma City the various delegeates were given a luncheon
after which the application of Tulsa was orally presented by H. H. Rogers who
filed a printed brief. |

C. Q. Chandler, President of the Kansas Netional Bank of Wichita and
¥. B, Harrieon, Chairman of the Board of the Union National Bank of Wichite
presented that city's application and filed a printed brief,

Following the applications the Boa;d invited and listened to ‘the

endorsements of the several contending cities who would be affected by the
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locetion of a branch bank.

The next step in the establishing of the branch bank wes at the
meeting of September 26th when Director Gibson, seconded by Director Fleming,
mov;d that the Board recommend to the Federal Reserve Board at Washington
that a branch of the Federal Reserve Bank of Kansas City be established in
the state of Oklahoma, The motion was lost by the following vote: Aye-
Directors Gibson, Fleming and Reamsay. Ney = Directors Burnhem, Mitchell,
M=xlone, Balley, MoClure and Byrne.

Director Byrne then offered a resolution that no new branch bank
be established at the present time for the reasons that the original Federal
Reserve Banks were located not in reference to states tut with a view to re-
cognize the natural trend of business end commercial interests, elso that the
showing made by the various contending cities was based largely upon their
claimed superiority over other contending cities whereas the contentione should
have been based upon the commercial fitness to serve a territory not slready
fully served by the bank or existing branch bank.

This resnlution was adopted and ended the contest for a branch bank
temporarily. (In the meantime the Federal Reserve Board set October 2 st as
the date for reviewing evidence and arguments of the various cities and on
October 9th the directors voted to be represented at this heerinj by Director
Baile& and Chairman Ramsay. At this same meeting copies of warious telegrams
to and from the Oklahoma Clearing House Association and the Federal Reserve
Board at ‘ashington were read to the directors. Director Bailey reported
on this hearing at the meeting of November 6th.

On llovember 1lst officials of the bank received the following tele-

gram from Governor Harding of the Federal Reserve Board which narrowed the



competition for a branch bank to two cities, namely, Oklahoma City and

Tulssa:

"The Federal Reserve Board has considered the briefs and oral ‘,
arguments presented by the respective petitioners in the matter of the i
establishment of a branch Federal Reserve Bank in the southern portion
of the Tenth Federal Reserve District by the Federal Reserve Bank of
Kansas City, and has reached the following conclusions: While the por-
tion of the district tributary to these cities is being well served in
the matter of rediscount facilities by the Federal Reserve Bank of Kan-
sas City, it is the opinion of the Board, however, that a branch with
limited powers in the matter of rediscounts, the activities of which
should be devoted mainly to the forwarding and receipt of currency and
to transit pperations, would be a convenience to the member banks and
to the public in the territory served by the branch, and would increase
the efficiency of the transit system. 1In view of the proximity of
Wichita €o Kensas City, it is manifest that a branch located at that
point would not give any appreciable additional facilities in this re-
spect to the more remote portions of the Distriet; and the Board will,
therefore, direct the Federal Reserve Bank of Kansas City to establish
a branch at either Oklahoma City or Tulsa. 1In view of the technical
nature of trensit operations, the Board desires & report from the Fed-
eral Reserve Bank of Kansas City, giving en analysis of the sourece,
volume, and direction of outgoing business, and the tolume and direct-
ion of incoming business, together with a complete analvsis of all pail
schedules with reference to the territory to be served by a branch
located in one or the other of these two cities. The Federal Reserve
Bank of Kensas City is therefore directed to trensmit to the Bosiid, not
later than November 25, 1919, the information called for, in order that
a decision may be reached as to the proper location of a branch. This
statement will be given to the press for release to Monday morning .

papers.”

As soon @8 this telegram was received the bank began an analysis
of the mail schedules end fhp preparation of other informastion requested
in the telegram,.fhis information obtained through the bank!s own ohannpls

and also theough the co-opcration of both Tulsa dnd Oklahoma City wasifor-

: Sk
warded to Washington during the month of November. After considering the -

information and enalyzing the %arious schedules of business to and from
both the cities in question, the Federal Reserve Board decided in favor of
Oklahoma City and issued the following statement in the morning papers of

December 17, 1919:
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"The Federal Reserve Board has authorized and directed the Fed-
eral Reserve Bank of Kansas City to establish a brench office at Okla-
. homa City in order, partioulaily to expedite shipments of currency to amd
from member banks in the State of Oklahome and to provlde better facil-
ities for intrastate clearing of checks.

"As set forth in the Board's preliminary statement of November
3d., the discount facilities which have been accorded by the Federal Re-
perve Bank of Kansas City ere regarded as ample,

. "The branch will be operated in accordance with the provisions
of section 3 of the Federal Reserve Act, under by-laws to be framed by
the Directors of the Federal Reserve Bank of Kanses City and approved by
the Federal Reserve Board. There will be five Directors, three of whom

will be appointed by the Federal Reserve Bank of Kensas City and two by
the Federal Reserve Board.

"The Board has recommended to the Federal Reserve Bank of Kan-
sas City that the by-lews assign as territory for the Oklahoms City
Branch that portion of the State of Oklehoma which i1s not inoluded in
the Elefenth Federal Reserve District. An outline of the powers and
functions to be exercised by the branch as recommended by the Board is
as follows:

"™he branch bank will receive deposits from member banks
but will carry no deposit account, : Amounts received on de-
posit will be transmitted daily, by telegraph or otherwise, to
the Federal Rgserve Bank of Kansae City for credit to the ac-
oounts of the depositing banks, and each member bank in the
territory assigned to the branch, wherever located, mey at its
option,make remittances of currency and chscks direct.to the
Federal Reserve Bank of Kansas City. The Branch will ocarry
no Government deposit, but will redeem treasury certificates,
pay goverment cheoks, and will close out balances daily with
the head office. The branch will carry no eerning aessets;
applications for loans or discounte from member banks and of-
fere for sele of mail trensfers, bankers acceptances and bills
of exchange eligible foar purchase by Federel Reserve Banks will
be transmitted to the Federal Reserve Bank of Kansas City for
final action, Immediate credit, however, may be given in cases
where it beoomes necessary for member banks to rediscount in
order to meet clearing house debit balances, unexpected de-
ficiencies in Reserves, and any other caese where quick arrange-

ments are necessary, all actual rediscountin g bgerations haFr
gver, to be made at the head office, interes ing char d om
¢he.date the notea were received by the branch, In cases where

rictes. are secured by Unlted States obligations, the branch may,
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by authority of the Federal Reserve Bank of Kansas/City, hold

the collateral end forward the notes to the parent bank with

trust receipts showing the amount and nature of collateral held.

.Banks in the Branch benk territory may deal direoctly with the

parent bank., The principal functions to be exerwised by the

Branch wi)ll be the clearing and collection of checks and the

handling of shipments of currency to and from member benks in

its territory. A private wire will be installed between Kan-

sas City and Oklahoma City in order that the branch may tele-

graph dally to the parent bank the emounts of all items receiv-

ed for immediate credit or immediate debit to members or other

Federal Reserve Banks, also amounts of currency deposited and

the details of other transactions. This plan is the same case

the one which governs the operations of the branch banks at

Cinecinnati, Pittsburgh, Buffalo, and other cities.

"The Board has made a thorough study of the briefs and arguments

submitted by representatives of Oklahoma City and Tulsa, and has taken a
poll of the member bmnks in the state of Oklahoma outside of two cities
applying for the branch, the result of which shows a decided preference
for Oklahoma City, both as to the number of banks end as to banking resources
involved. It was proved, however, beyond question that banks in eastern
Oklahoma have large volume of items which camnot be collected through Okla=-
homa City without involving considerable loss of time, and owing to rail-
road schedules the same condition epplies to scme banke in the western part
of the State. Under the plan adopted additional fedilities are given with-
* out affecting the business of an member bark end without foreing collect-
ions into artificial channels. The Board reserves the right to authorize
the discontinuance of the branch at any time i1f ita operation is found un-
satisfactory.”

On November 25th the Board epproved bonuses for employes and
officers cxcept the Governor and the Federal Reserve Agent for the year /
of 1919 as follows:

20% on the first {1,500 per anrum salary, or less.

16% on the next {1,500 per enmumm salary,
10% on all amounts in excess of $3,000 per annum salery.
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¥With the re-election of V.. J., Baliley, M, L. MoClure and
Fred Vi, Fleming as directors respectively in Classes A, B, and C, the
reappointment of Asa E. Ramsey as Federal Reserve Agent and Chairman of
the Board, Director Fleming as Deputy Chairman and C. K, Boardman as
Assistant Federal Reserve Agent, and the re-election of all officers, the
same offlciel personnel of the bank that obtained in 1919 began the year
1920. In addition the following branch officers were reappointed by the
Federal I.teserve Board: John Evanes t:md Alve Adams, directors c;of‘ the Denver
Branch end P, L. Hall and R. O. Marn'all directors of the Gmaha Branch for
one year,

For the new Oklahoma City Bfanch L. H. Earhart of the' bank,
Dorset Carter of Oklehams City and P, C. Dings of Ardmore were elected dir-
ectors ﬂth Mr, Earhart as Menager of the Branch., Ralph 0. Wunderlich of
Oklahoma City was elected Cashier of the Branch.

Thile the bank was considering the opening of the Oklshoma
City Branch with lMr, Earhart as Manager, O, T. Eastman, Manager of the
Omahe Brancﬁ,. tendered his resignation which was accepted at the meeting of
Merch 26th and in My, Eastman's place Ur, Earhart was appointed Aoting
Manager of the Omeha Branch. The Oklshoma City managershlp was later
accepted by ¥r. C. E. Dgniel, who had been one of the Assistant Cashiers of
the main bank, A. G. Frost of the Bond Department wes elected Assistant
Cashier at the meeting of January 8th., At the same meeting Luther Drake

of Omahe, Nebraske, George E. Abbott of Cheyenne, Vyoming and 0. T. Eastman



of Omahe,Nebraska, were re-elected directors of the Omeha Branch. The
officers for this branch were elected as follows: O,T. Eastman, Maneger,
E. D, MYoAllister, Cashier, However, following the resignation of Mr,
Eagtman Mr, McAllister also resigned and in hie place P, R, Fredman of
the Denver Branch was appointed Cashier of the Omaha Branch and W. D.
Lower was later appointed Assistant Cashier for the Denver Branch, Joseph
E. Oleson wes made Cashier in the place of Mr., Fredman and Albert J. Comway
was made Assistant Cashier, Also at this meeting of May 27th ococured
the election of C. E. Daniel as Manager and g%reotor of the Oklehoma City
Branch and the promotion of George H. Pipkin and Arthur M. McAdems to be-
Li] et
oome Assistant Cashiers at the head ﬁgﬁk. '

Following the excellent annmual report by Governar Miller
read to the directors at the meeting of January 8th, 1920, dealing ox-
tenelvely with discount operations, Federal Reserve notes end bank notes,
gapital stook, earnihga and expense clearings, discount rates, employes,
bonuses, welfare work, choral club, new building, Oklehoma City Branch,
amendments to fhe Federal Reserve Act and the election of officers, Director
Balley introduced the follcwing resolution which wes seconded ﬁy Director
Mitohell and unanimously adopted:

"WHEREAS, This Board has just listened to the report

of Governor Miller reviewing the activities of the

bank for the past yeer, and

"WHEREAS, Governor Miller has given due and proper

ocredit to the efficient work of the different depart-

ments and to the force in general, all of which is very
gratifying to this Board, but we recognize that to

Governor Miller's devotion to his duties as Governor of =
this bank, is due the splendid organigation and the s

lerge measure of success attained.

"PHEREFFORE, BE IT RESOLYED:That this Board tender to

it ol



Governor Miller this expression of our sincere
appreciation of his valuasble service and congrat-
ulate him upon the showing made."
-
Buyis@g e« Branch Building

Early in 1920 negotiations were entered into by the bank
through Director Byrne with the owners of the Farnum Building in Omsha,
in which was located the branch bank, for the purchase of the property
free and clear of all incumbrances except lease contracts expiring st vare
dous dates for {165,000 cash. The property fronted 66 feet on Farmum
Street and extended 132 feet to the alley. A resolution was adopted by
the Board April 28th authorizing negotiations which were afterward con-
sumeated and the lot and building purchased for {165,000,

On May 27th the directors acted upon the paying of two in-
surance policies which had been carried by the bank for two employes re-
cently deceased. The bank had sinoe?b;(;uma/ m{c rried group insurence
on dnploy;a in the amount'of epproximately 01_10; yeer's aalary.b In may
occured the death of iiss Anna Eisenburg, employed in the Bond Department,
and the directors moved to give the {900 policy payment té the mother of
the deceased. They took similar actlon in the death of A. D. Fairley,
an employe of the Auditing Department. In that case {2,000 was paid to

Mrs, Nora B, Fairley, his widow.
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In the summer of 1920 the attention of the bank was call-
ed to a condition in liyoming brought about by the inability of wool grow-
ers of that state to finance the season's yi»ld of wool. At the reguest
of Wyomiﬁg bankers Governor Miller held a bankers' conference in Wyoming
at which the problem vas discussed and temporary adjustment made in handl-
ing paper in that territory.

Action intended to remedy emergency conditions in the remote
parts of the distrioct was tsken by the directors on August 26th when they
voted to amend the by-laws of the Quaha and Denver branches so that a re-
discount committee composed of & branch munager, aﬂéashia'and one direcﬁcr
should be enabled to pass upon emergency paper.

The autumn of 1220 found the officers of the bank contemplat-

ing the need for additional crecit tc handle the crop movement. In order

—_—

to be in a poesition to obtain this credit a resolution was adopted on Nov-
ember 23rd, authorizing the Covernor, Deputy Governor and Cashier to re-
disoount with other Federal Reserve Banks "motes, draufts, bills of exchange,
ecceptances or other bills receivable.” Subsequent to that action re-

discount reletions were opened up between the bank and two or three eastern

districts that were tempararily high in reserves, _/___f-—*‘f”“——-’///

THE PROGRESSIVE DISCOUNT RATE M

There 1s no chapter in the story of American banking that
holds a keener interest for an ambitious student of financing than the chapter ‘
relating to the esteblishment of the progressive discount rate in the Federal
Reserve System. Espgcitlly interesting is this chapter to residents of the
Tenth Federal Reserve District, for it wes in this district that the pro-

gressive rate had its begihning and it was the Governor of the Tenth District's
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bank whose brain gave birth to this plan of regulating the limit of loans

and preventing the over-borrowing of member banks from the Federal Reserve
Systém. The greatest compliment that could be paid to Governor Miller

and his grasp on the financial situation of the country was pdid him by the
entire financiel structure of the United Sﬁa‘tea vhen hie ideas were advocated
in turn by the Federal Reserve Board, the United States Congress and there-
after by the directors of all of the other eleven Federal Reserve banks.

The problem confronting the Federal Reserve banks of the
country during the daye first succeeding the iiorld wWar was one arising out
of the ovef-conﬁdence and excessive optimiam resulting from the signing of
the Armistice. The United States had been the farm, factory and storehouse
for the dllied netions during the war. There was no reason apparent for
believing other than that the United States would continue to furnish Europe
yith 1ts food, clothing and other necessities, and at the prevailing high
prices, until that wvaretorn continent should regain its production.

Coneequen“\:ly‘Amerioan farmers planted larger soreages than
ever before, imericen manufacturers sped up their production and Ayerican
banks reflected the everywher. e apparent ettitude of future prosperity.

But such an optimietic program in this country called for
hoavyllonns in order to finance these busineu ventures end ambitions, It
was not long until Federal Reserve Banks, espocinny the one in Kansas City,
situated at the gateway of an already prosperous territory, began to feel
the drain made upon their leansble funde.

On Mey 18, 1918, Governor Miller wired to the Federal Reserve
Board tixat the combined reservees ‘of the Federal Reserve Bank of Kansas City
et the close of business the previous night was 4837, and that it was the

opinion of the bank's officers that "at least for the mresent our rates of
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discount should be materinlly increased to discourage unnecessary borrow-
ing throughout the distriect. The rates approved for us by the Board
effective May 20th ere too low to socomplish the result desired and in our
opinion should be inorease;i oven in exfess of recommendations wired the
Borrd last Satﬁrday." The retes referred tc effective on May 20th were
from 435 end 43% on 15 day paper to 537 on paper from 90 days to 6 months,

For a few months the exchange of letters and telegrams be-
tween the bank end the Federsl Reserve Board referred to more u'.léas shearp
advances in the discount rates and from the start the Federal. Reserve Board
disocouraged any such edvances and stated in effect that it believed the in=-
orease in demands for loans in this dir.'br.iot were growing out of the fears
of country bankers thet the r;te would be ralsed, The governor and Executive
Committee of the benk realized, however, that the actual situstion was this;
as long as there were available funds for borrowing many member banks found
it confenient and profitable to rediscount wit}; the Federal Reserve Bank at
its prevailing low rates and continue 'bo'maka loans st the prevailing high
rates in the country. This wes not true of all member banks, of course, but
it was true of many of ti'xan and it was evident that a number of these heavy
borrowing bankz were ovor-stepping & reasonable limit.

Near the close of May,also in 1918,Governor Miller wired the
Federal Reserve Bmard urging an increase of rates effective June lst. The
Executive Committee desired to edvence rates to a schedule from 427 tof%.
His wire also steted that it was ﬁeoessary for the Tenth Distriot to redis;-

count with other districte to the extent of §5,000,000, On Mgy 28th Gov-
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ernar Harding of the Board telegraphed Kansas City that the supggested ine-
crease was too drastic but that the Boerd was willing to authorise a schedule
of rates fixing a minimm for banks that were rediscounting within reason
and a maximum rate for those who had already exceeded their reserves. The
Board on that dete alaso .arranged for Kansas City to rediscount §2,000,000
with Cleveland and $1;500,000 eech with Chicago and Philadelphia, all st a
437 rate. ‘ -
On receiving the wire from the Beard Governa Miller replied
by wire that the Executive Cc;zmittoe believed the two standerds of rates
would create confusion and dissatisfrotion, "to evoid which we prefer to con-
tinue the present rates."”
’ The following day Governor Harding wired that the Board did
not wish to insist "but does wish to give the Kansas City bank suthority to
charge hizher rates to all banks alike where they have already discounted an
amount equel to the required reserve&, letting you be judge of the advisebility
of enforoing or relaxing the rule."” : '

The double standard of rates was still urged by the Federal
Reserve Board early in June and the first turn 'E;mrd the progressive rate as
it was loter adopted wee taken by the directors of the Kerses City bank at 'Ehei.f s
meeting on June 13, 1918, when it was moved by Director Bailey and aoco_nded' by
Director Burnham that a resoiuti.on be edopted with provisions as follows:
"After August 15, 1918, the Executive Committee will aprove of ferings in excass
of the reguired reserve balances, such offerings subject to an advanced
differential in discount rates equal to 2% for all classes of paper and all
maturities, except notes secured by Certificates of Ipdebtedness and Libertjr

Loan Bonds which sre subject to an sdvanced differentisl of 37."
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Viashington Board Resoinds love

This resclution was adcpted as a.reault of u conference
in Washington a few days before between members of the Bourd and Governor
Miller. At this conference Governor Harding and ¥r. Deleno of the Board
wero convinced the progressive rate . as ocutlined by Governor Miller would
be satisfectory and circular letters were prepared for member banks on
June 13th authorizing and expluining the progressive rate, These letters
were being prepared for the mails when ; telegfnm was recelved from Gov-
ernor Harding rescinding the Board s approvel of the rates.

The mscessity of checking excessive loans continued urgent
despite all efforts to regulate it by the means at hand. At & conferencs
of governors held in Vashington July 10th, 1918, the matter was thoroughly
dirtussed end the Board sgein decided not to suthcrize ary decisive raise
‘ in discount retes. The Board still held to the opinion that ceutioning

the banks would prove the desired result.
Tenth Pistriot Insists

Vhile most of the Federal Reserve Banks acquiesced in the de-

olelion of the Federal Reserve Board ezainst e progressive rete, the dir-

D om it g oveaSa s

“egtors of the Kansas City bank romained that such & rate was the reasl solut-
ion of the problem, at least in this district. At the directors meotings

on September 30th and October 3lst the subject wus thoroughly‘discusaeé it
it wﬁs not until November 14, 1918, that & seocond férﬁnl.resolution was
adopted. This resclution directed attention ‘o Sootién 4 of the Act euthor-

iring the directors to administer the affairs of the bank "fairly and ime
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partially end without discriminetion in favor of or sgainet any member
bank or banks and which ¥#ksk&xxeiisrgxtended to each member bank such
discounts,  advancements and sccormodations as mey be safely and reason-
ably mede with due repsrd for claims and demands of other member banks."

It was resclved that after Janusry 1, 1919, .the Executive
Committee smhould subject spplications for rediscount to an increesed and
progreeeive discount rate applicable to sll classes and maturities of
peper 1f the rediscounts ssked for were "in an smount greater than the
sum of the member bank's capitel and surplus. The progressive rate sug-
gested wee based upon 2 differentiel of one-half of one per cent as fol=-
lows:

"One~-half of one per cent above the normal rate of

s sun egual to fifty per cent of the aggregzate cap-

ital and surplus; one per egnt above the normel rate

on the next subsequent sum equal to fifty per ocent

of the aggregate oapital and surplus, etec; i.e., the

normal rate shall apply on paper discounted for a .

member bank in an amount equivalent to the sum of its

capital and surplus, but thereafter the rate shall in-

cresse progressively one-half of one per cent on each

subsequent sum advenced equal to f£if'tty per cont of

the total capital end surplus of the applying member."

Although the above resolutions were adopted after a visit
to Kangas City by Governor Harding and Mr. Delano of the Federal Reserve
Board et which oconference both of these men vorbally approved of the plln,'
the proposed aliding scale of rates in these resolutions was not then put
into effect., For, bafore the bank could get its literature resdy to send
to memher banks Governor Harding and Mr, Delano had returned to Vashington
and telegraphed back elmost immediately that the Board ocould not endorse
the new rates efter having talked with the Board's counsel and obtained an
opinion fram him, This hpinion was that the proposed chenge in rates was

2 violation of the Act in that it provided two different rates for the
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same class of paper. The counsel held that the proposed change was,
in effect, merely an evasion of the stipulations of the Act. There
seemed at that time no means by whieh this decision could be set aside
without a legislative change of the Act and as the activities of early
191§iappeared to be more settled than late in 1918 the bank maintained a
steady hold on the district's finances.

Cempeign is Reopened

However, by December of 1919 new conditions had arisen by
which speculative loans had inoreased so rapidly that there was immediate
necessity of not only conserving the resources of the banks but also their
reserves. Accnrdingly Governor liiller wrote to Governor Harding of the
Federal Reserve Board and suggested that as s means of applying & progross-
ive discount rate the Board considered these progressive advances as |
"penalties" upon benks that overborrowed instead of considering them es
two retes on the same class of paper., In other worde, it was Governor
Miller ‘s contention that a member bank's basic line shouihhﬁe established
for its normal requirements, Then, if the bank overuteppéd its require-~
ments in demanding loans a penalty in the form of "gradieted oxcoss charges"
uhould-be epplied.

Governor Miller was over-ruled by lir. Harrison, general counsel
of the Federal Reserve Board, who forwarded an opinion to the effect that,
- while Section 4 of the Act gave the directors of a Federal Reserve bank the
power to withhold loens from & bank which was rediscounted to its limit,
nothing in the Act could be construed as giving the directors privilege of
charging an excess rate as & penalty, |

On January 16, 1920, Governor Miller wrote to the Federal Re-

serve Board stating thet sooner or later "counsel for the Federal Reserve -
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Board will find sufficient grounds on which to bese an opinion exasotly
opposite to that now held by Counsel Harrison. 4n unprofitable rate
is the reasonsble and only 1ogic¢1 remedy to apply to mh banks as are
willing to borrow as long as 'bhey can lend at a profit for the purpose
of increasing their earnings. *»#xxx*s%* Thore must be. found a way to
make it unprofitable for members to discount excessive lines with Federal
Reserve banks."
This letter had so much weight with the Federal Reserve
Board and its oounsel that the Board set about at once to find a means
of providing authority necessary for the app}ication of a progressive rate
for such Federal Reserve banks as desired to adopt 1{:. Thia legislation
was enacted April 13, 1920, being the following amendment to the Act:
BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENT—'-

ATIVES OF THE UNITED STATES OF AMERICA in Congress assembl-

ed, That section 14 of the Federal Reserve Act as amended

by the Acts aspproved September 7, 1916, and June 21, 1917,

be further amended by striking out the semicolon efter the

word 'business" at the end of sub-parsgraph (d) and insert

in lieu thereof the following: "AND WHICH, subject to the

approval, review, and determination of the Federal Reserve

Board, may be graduated or progressed on the basis of the

amount -of the eadvanses and discount acocomnodations extended

by the Federal Ressrve bank to the berrowing bank,”

Approved by the Président, Apri.l 13, 1920.

Four days later the Kansau c&ty bank issued circulars to

member banks putting into effect cn April 16th the progressive W

This eirouler, which was general letter {261, follows: L

Svira - ol

Aprdl 17, 1920,
PROGRESSIVE DISCOUNT RATES.

TO THE MEMBIR BANKS OF DISTRICT Fo. 103 - .-
_ Effective April 19, 1920, the provisions of a recent
emendment to the Federal Reserve Act, providing for graduated discount
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rates, will become operative in this district, on the following basis:

The normsl basic amount of oredit accommodations which
each member bank may receive from the Federal Reserve Bank will be deter=-
mined by the member benk's everage reserve balance and capital stock pay-
ment; i.,e., the average reserve over e fixed period, less 35% gold re-
serve required Yo be maintained by the Federal Reserve Bank, plus the
member 's paid-in subsoription to the_capital stock of the Federal Reserve
Bank} such sum to be multiplied by 25, the resulting amount constituting
the basic line.

Credit advances extended up to and including this baslc
amowunt will take the normal discount rete in effect at the time paper is
submitted: A .

Vhenever advances to a member bank on rediscounts or member
bank notes shall be epproved in an amount greater than its basic agount,
such asdvances shall be subject to an increasing discount rate, applicable
to paper of all maturities, based upon a differential ai' of 1%, aes fol-
lows:

%,— of 1% above normal rate on accomnodetions extending above the normal -
basic amount up to and including 25% of =uch basic amount;

1% above normal rete for the next subsequent sum egual to 25%
of the basic amount;

1% above the normal rate for the next subsequent sum equal to
26% of the basic amount;

And eo on, at an increasing rate of & of 1% for each unit of

26% additional; i.e., the normal rate shall apply on paper
discounted for s member bank in an amount equivalent to its

basis line, but thereafter the rste shall increase progressive-

1y % of 1% on each subsequent sum advanced equal to 25%, or fraction
thereof, of the basic emount of the spplying member bank;

Provided, however, that while the borrowings of member banks
secured by Government war obligations shall be considered as a peart of the
sum constituting the normal basic emount or any smounts in excess thereof,
the progressive rates shall not apply to member bank notes secured by Treas-
ury Certificates of Indebtedness, Liberty Bonds or Victory notes mctually
owned by the borrowing member benk on April 1, 1920,

Provided further, that the progressive rate shall not attach
to the paper nmow under discount, but new offerings, (other than those secur-
ed by Liberty bonds, Victory notes or Tressury Certificates of Indebtedness
ovned April 1, 1989) shall be subject to the progressive discount rate, to
be based upon the then liability of the offering member bank,

Respectfully,
(Signed) J.2.Mi1ler,Jr.

GOVERNOR,
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Ten days lntér thia;; letter was modified in a few partioulars.
For exemple there was teken from ."'the credit structure determining the basie
line member bank notes seoured b& Liberty Bonds, Victory notes or Certi-

- ficates of Indebtedness eu:‘bualllfyf owned by the borrowing bank on April 1,
1920, Also it allowed redlsobunta secured by such goverrment securities
acquired after April 1, 1920, to be discounted at the preferentiﬂ rute al-
ready obtaining, but this pa;ier would not be considered as a part of the
aggregate indebtedness upon which progressive rates would apply on sub=-
sequent offerings of other a_ligi'ble paper.

As the legialaﬁ:ion which made it possible to apply the pro-
gressive rates was enacted at the instipation of the Governor and directors
of the Kansas City benk, it was netural that this bank would be queried
upon the succees which attended this new departure in banking, The other -
Federal Reserve banks began writing and telegraphing to Kensos City as soon
as the rates were put into effect and the governor's office was kept busy
giving a.ceoun{; of the actual operations and the results. As expected
there were objJeotions ralsed to the progressive rate by numerocus interests
within the district, ahlefly banks that were already heavy borrowers of the
Foederal Reserve bank and who saw an end to their possibilities of greatly
increesing their linee of credit. Vhether by design or ctherwise there was
e presistent misunderstanding of the new operatioﬁu and it required many
months of éffort to counteract these influences,

It is therefore more to the credit of the Kansas City bank,
its directors end officers that the measure which had been presistently
opposed for two years prior to its enactment and, by some theres‘és, for
meny months after it begen operation, was completely vindicated and finally
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adopted in turn by the Federal Reserve banks of Dellas, Atlanta and
St. Louis. All of these distriocts had experienced difficulty with
some member benks seeking to rediscount far in advence of their basio
lines and each of these other banks found the progressive raote ex-
pedient in correcting the rediscounting evils in the district.

Perhaps the most able vindicetion of the progressive dis-
count rate was made by Senator Glass of Virginia, formerly Seoretary
of the Traaéury, in his speech on Mondey and Tuesday, January 16th
and 17th, 1922, at the time the United States Senate had under econ-
sideration a bill to amend the Federal Reserve Act., Senator Glass
reocounted to the Senate mumerocus criticisms mede by bankers, senators
and politicians and ezposed the ignorance and misrepresentation that
had been the cause of the adverse criticism. Inhregard‘to the rates
of discount Senator Glasc said:

"A great clatter hes been raised sbout the
alleged'extortionate' interest charges of the Fed-
eral Reserve banksi but, as in other respects, a
half truth only is told. The resl facts are con-
veniently suppressed.

"The 'progressive' interest charge was not a
feature of the original reserve act; it was put in
about three years asgo by Congress. It was intend-
ed by Congress as a penal provision. It was not
designed to aid borrowing banks; it was intended to
penalize arny bank thet should perasiet in borrowing
more than its feir guota of the funds of a reserve
bank, thereby depriving some other member bank of
its fair basic line. If Congress did not want that
done it should not have authorized it to be done.

"But, Mr. President, this ‘progressive' in-

"terest charge wae put into effect by but 4 of the 12
reserve banks. By these it was applied to com-
paratively few borrowing banks {n their districts.
These banks were incorrigible offenders againat
every requirement of cautious and safe banking.

They were perpetually exceeding their allotted line
of oredits} they were inocessantly appropriating



=107«

more than their fair shere of reserve bank funds.
But the assailants of the reserve system suppress
these faets. THEY FAIL ALSO TO TELL THOSE WHOM
PHEY MISLEAD THAT THE AVERAGE REDISCOUNT RATE CHARG-
ED BY TH: FEDERAL RESERVE BANKS AGAINST THE GREAT
BODY OF BORROWING BANKS IN THE FOUR DISTRICTS WHERE
"PROGRESCIVE' RATES WERE VERY OCCASIONALLY APPLIED
WAS MUCH BELOW THE RATE CHARGED BY THEZSE BORROWING
B/NKS AGAINST THEIR OWN CUSTOMTRS,"

On pepe thore vill be found 2 tzble of discount
rates that ove been in effect in the Federal Reserve
Benk of Eansas City sinoce tho opening.
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So many financial problems were awaiting solution and
so important. were these prodlems to the benkers of the district at
the beginning of 1921 that, at the first meeting of the directors
on Jamuary 13th, the directors not only of the main bank but of the
three branches were invited to be preeent. The session was held in
the privete dining room of the Mid-Day Club where the directors listen-
ed to the Governor's anmml report for 1920 which treated of current
topics so impoktant in the banki.ng'world at that 'bime.v At the sug:
ges‘;iop of the directors Governor Miller's report was later printed
in pamphlet form,

The only chenge of directors at the outset of the year 1921
was caused by the resignation of Director C.E.Burnham of Norfolk,
Nebraska, who had served since the opening of the bank but who, beoaﬁse
of an emendment to the Act, was made inoligible as a Cless "A" director.
Yr. Burnham wns an officer in a Group 2 bank and, therefore, not allow=
ed to continue representing Group 3 benks., A resolution expressing
the regret of the directors at the resignation of Yr, Burnham was
adopted.and an engrossed copy was p&enented to Mr, Burnham at a later
date. He was susceeded by E, E. Mulleney of Hill City, Kensas, who
attended his initiel meeting on Jenuery 13th. Following are the dir-

eotors and branch directors who attended the Jenuery 13th meeting:
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YAIN OFFICE

Ase Eu Ram‘w' -

Chairman and Federal Reserve Agent, Kanses City, Missouri
Fred W. Fleming,

Depiity Chairman, Kansas City, Missouri
H. W. Gibseon, . : Muskogee, Oklahoma
¥, L, MeClure, Kansas City, Missouri
V. J. Balley,

Exchange National Bank, Atchison, Kansas
J. C. Mitohell, , :

Denver Naotional Bank o Denver, Colorado
E. E, Mullaney,

Farmers & Herchants Bank Hill City, Kansas -
Thos. C. Byrne, ' Omahe, Nebrakka
R. H, Majone, Denver, Coloredo

OMAHA BRANCH

L. H, Earhart,

Maenager and Diraector, Qnaha, Nebraska
George E. Abbott,

First National Bank, " Cheyenne, Wyoming
P. L. §all,

Centrel Hational Bank, . . Lincoln, lebraska
R. O, Marnell,
‘ Yerchante Notional Bank, Nebreska City, Nebr.

DINVER BRANCH

C. A. Burkhagdt,

Yenager and Director, . Denver, Colorado
C. C. Parks, .

First Nationasl Bank, Denver ; Colerado
A, C, Foster'

Bankers Trust Company, Denver, Colorado
John Evens,

International Trust Company, Denver , Colorado

Alva B, Adams, Pueblo, Colorado

OXLAHOMA CITY BRANCH

C. E, Daniel,
MYanager and Director, Oklahome City, Okla
. Dorset Carter, i Oklahoma City, Okla
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OXLAHC#A CITY BRANCH

Villianm lee,

Secur ity National Bank, Oklahoma City, Okla.
E. K. Thurmond, ‘ Oklahoma City, Okla.
P, C., Dings, -

Guaranty Stote Bank, . Ardmore, Okla.

‘ The directors at the afternoon session re-elected the same
officers of the main bank end added the following to the personnel of
.the branch officers:

Omaha=- C.A. Gregory, Ass't. Cashier, and T.Gorden Senders, Branch Auditor

Denver- R, ¥/, Smith, Branch Auditer
Oklahoma City- R. L. Mathes, Pranch Auditar’

Campaign to Decrease Loans

A varning which had frequently been sounded by the ’offioers
of the bank to member banks and the public in general to the effect
thet over diacounti‘ng during prosperous times might result in financial
difficulties in more difficult periods that were apt to follow was not
civen proper heed by many of the benks in the distriet. As e result
the beginning of 1921 found an unwholescme condition in the proportion
of rediscounts to reserves, As & measure of safety the directore of
the bank egreed during the meeting of January 27th &hat banks that hed
been continuel borrowers with tﬁe Federel Reserve bank be required to
liquidate e portion of their rediscounts. It was further agreed that
'the Executive Committes should discoursge the mractice of some banks
to not contimually maintein a borrowing line, so that the Federal Re-
serve bank oould take care of the district without redfecounting with

other Federal Reaqrve’ benks. Vhile there wae more or less unwarrante
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ed criticiem of the bank from meny sources later developments fully
vindicatéd the action of the direotors and chowed that, indeed, the
meesures should have been taken at an even earlier date.

In arch occured the death of Luther‘Draka, one of the
directors of the Cuahe Branch., William J, Coad, Vice=President of

the Packers Nationa] Bank of Omsha wae elected hie successor.
Corner Stone is Leid

On. April 16, 1921, ocoured the leying of the corner etone:
of the now Frderal Reserve Banl building, . The ceremonies were pre-
eeded by a meeting of the directors at 10:30 A.M. All the directors
and Governor Hilier were present. The morning reeting wns brief end :
the only matters ected upon were the appointing of T. Gordon Sanders,
Branch Auditor at Omaha, as Acting Assistant Auditor for the head
office while Assistant Auditor Bolt should be on & leave of absence
granted him to visit his home in South America, and the sppointment
of Judd V., Jones as Branch Auditor at Omahnitemporarily. A letter
from Diregfor Mnlone at Denver was read to the diéectors urging the
purchase of a lot in Denver on which to erect & permanent home for
the Denver Branch. Director Malone stated that it was his intention
to have this matter discussed at the Aprilvlsth meeting but on eccount
of the corner stone laying he would defer it until the next meeting.

thile there had been much open weuther during the winter

and spring which allowed construoction work on the new building to be
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earried on and some unusuel pild weether in lerch and eerly April,
April 16th was a cold, sto}my day such as has seldom been seen in
this climete later than February or Meroch., However, notable gueosts
had been invited and deteiled arrengements mande for the corner stone
laying and these errangements were all earried out to the letter
despite the storm. A canopy wes erected over the working platform
on which the services '‘ere held and canvas was spread over the top
and aides of this to proteot the guests and the Federal Reserve
Choral Club which sang several eppropriate numbers.

For complete program, list of guests and addresses made at
the ceremonies, sce page

Follow' ' ng the corner stone laying the directors and-senior
officers with their wives, and Bishop Lillis and Bichop Partridge,
who had officiated at the corner stone ceremonies, were entertained
st a luncheon in the tea room of *he Hotel lMuehlebach at one o'closk.

The directors reconvened at 3:30 in the afternoon. At
this meeting it was voted to enroll upon the minute book the addresses
of Chairman Ramsayv, Goverror Miller and Director %. J., Bailey that
had been made at the corner stone laying.

The directors also at this meeting voted to present to
Governor Miller, with the compliments of the directors, the gold
trowsel used by the Governor in laying the corner stone.

Start Insurence Fund
As & means of fortifying the bank ageinst the paying of

possible death claims it was voted on April 28th to set aside {8,007.39
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as.an insurance fund to be invested in Treasury Certificates of.In-
debtedness in the nsmes of Governor liller and Chairman Ramsay for
the purpose of paying death cleims on employes who might die in the
goervice of the bank. Out of this start grew the more complete
system of group insurance which the bank later edopted and by means
of whioch the bank pays premiums on policies for each employe in the
amount of approximately one year's salary of that employe. The.ban
is made beneficiary and mey direect the use to which the insurance
payment may be put, It is the policey of th;‘bank to apply the in-
surance payment in such a manner that relatives of the deceased shall

be best served thereby.

Governors and Agents llieet

On Yay 23, 1921, occured & group meeting of Governors and
Federal Reserve fgents of three Federal Reserve banks, together with
Governor Harding from Weshington and the directors of the Kansas City
bank. The Hinneapolis bank was represented bv Governor R.A. Young
end Federeal Reserve Agent John H. Rich. The Sen Francisco bank wes
represented by Governor John U. Calkins and Federal Reserve Aéont
John Perrin.

Before the meeting opened in e discussion of matters pere
tainihg-to the warious Federal Reserve banke, a committee of Oklahoma
City bankers presented an appeal for additional powers to be held by

the Oklshoma City Branch emabling that branch to pess upon the slig-
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ibility of paper for rediscount without having it referred to the
Kensas City bank. Mr..Frank J. Wikoff, President of the Tradesmens
National Bank of Oklahome City, was spokeeman and urged that the

above povers be granted to the Branch wit:: the understanding that all
paper passed by the Branch would be subject to the final approval of
the Executive Committee at the head office. The object>wnu imnediate

credit in emergencies.
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4t this meeting were introduced and adopted the bdy-laws of
the Oklohama City Branch, which with amendments will be found on page___ .

A conslderable ampunt of time wes devoted to a talk fram
Governor Harding concorning the controversy betwsen the Federal Reserve
Board end John Skelton Willlams, retiring Comptroller of the Curremcy.
Governor Harding outlined the fallacies of ire. William®s arguments anﬂ.
in theo estimation of tho Governors and Agents and also the Directors
of the Eansas City bank, entirely vindicated the Board, endorsing the
operations of the Federzl Beserve Systems

Following a luncheon at the Hotel Inchlebach, the Governors

and Agents made short talis introducing special problems that had arisen
in thelr vorious districts and discussed solutions for these problems.
It was generally agreed that group meetingzs of Governors and Agents

should be contimued permenently at regular intervalsa
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Stock Growers Confer.

In tho sumzer of 1921, Vestern ccttle men and sheep and hog
growers became deeply concerned over the need for finoncing their stock
until ready for the £all markets “ith a view to obtaining what they
termed " more leniency " fram the Fodcral Reserve Systcm, they czlled
a conference of stock growers, Federzl Reserve officiels and other
bankers with the Federal Roserve Board mmd the Agricultural Bloc of
Congress at Uzshington on June 7the Governor IHller and Iirector
Bailey represented the Kemsas City bank, for it was tho Tenth District
that wos most vitally effected es a districte Governor Strong of the
Tew York Federal Heserve Bank was also present and took an active part
in the conferencus

It was the expressed contention of Semator Capper of Kansas
at this meeting, that the stock growers and farmers in this district
were not aSle to obtain rediscount privileges, and he openly denounced
the attitude of the bank in "depriving the apriculturists of these
privileses.” Senzator Capper was astounded however, when Governor
KHiller 2ssured him that of the member banks of the Tenth District, only
one-third had to that date discounted to an amount anywhere in the
proximity of their basic 1line, : -.% another one-third had rediscomuted
to a amell extent only and the remzining one~-third bad borrowed nothing
from the Federal Reserve Bank, This assertiom from Governor Miller
backed by records, changed the attitude of the conference and laid the
burden of responsibility upon the various banks in the agricultural

district rather than upon the Federal Reserve Systom or any Federzl
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Heserve Banite AS on indirect result of tais e@osé of the Banlt situation,
tho orgonization later kmown as the Stock Growers Finznce Corpora;‘,ian
was formed out of this moetinge
Throush the assertion of Governor Miller that it was the city
bonk and not the oountry bank that rediscounted to the farmer znd stoclke-
men, theres grew up alse cut of this meeting the joint agriculture inquiry
into the effect of reducing loans of city banks and allowing a surplus
£ loans to be rcleased to the country bexks where the greatest amommt
of good could be done for ths agriculturist.
rovernor ilillor mode his report on thils conference t0 the
directors at their meeting of Jume 9th and stated that the Jtock Growers .
finance Corporation would doubtless soon relieve the situatioﬂ wnich
the Foderal Heserve Act would not z2llow the bank to rilievee
Also at the June 9th meeting was voted a fiml bomus to
emplogyes for the relief of the hisch rent and high price situation grow-
ing out of the recent ware This boms was paid on June 23rd as followss
165 of one-half year's salary to and including
a yearly salary of 31500«
12% on more thon J1500 and ineluding 83,000 per year.

8% on salaries more than £3,000 and including
£$5,000 a year.
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Misfortune to Asent Ramsay.

The moeting of Jume 9th was zcdjourned at 12:35 Z.lk
wiiile Governmor Miller zmd Chairman Iomsay were at lunch, word was
received ot tho bank that 3allouf sfamsay, _E(___lyears old, eldest
s of Choirmon Romsey, haed been a victim of 2 mishap while swim-
ning in Indian Creek at Tallas, lissouri, He had entored the
stream with some classmates from Rockhurst College and his body
had disappeared in the current. Chairman fFomsay, Governor ﬁiller
end Director Gibson were rushed to the place, joined a search for
the body and succeceded in finding it, 2lthough more thon an hour
after the drovminge The fumeral services were held on Sunday,
June _{_7{‘,1921. the body being plnced beside thet of the younger
brother who had previously been = victim of influenzc, |

Besolutions of sympathy were adopted by the Directors

at a2 mecting of Jume 25rd and an engrossed copy sent to ixre. and

irs. Romsaye
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JERZIATENT BRANCH ZROPZIRTY.

On June 23rd the director*s voted to negotiate for the purchase
of lots in Oklahoma City and in Demver for the comstruction of baildings
to become the permanent homoes of these branch banks, The motion carried
a proviso that the purchase price should not exceed 575,000 in Oxlahome
City, nor $150,00C in Denver. Directors Mitchell and lXnlone of Denver
wore appolnted as a specinl committee to negotiate for property in
Denvers Director inlone, Chalrmon of the Cormitteey roported to the
directors on August 1lth, that an option to purchase for 350,000 lots
13=14-15-16 of Block 175, BLastern division of ILenver, nad been signed
by the owmer, ibrgoret Pe Campbelle A mep showing these lots and other
available lots in Donvor wos inspected by ths directors after which
Tirector Boiley moved that the Campbell offer be submitted to the Federal
Jeserve Board for approvale This motion was carrieds

4 letter from Governor Harding was read to the directors on
September 22nd, in which he stated that the Board would not approve of
this yurchzse ot that price and the directors instructed Governor Miller
and the committee to obtain an optiom at $100,000 f& lots 17 to 24
inclusive, and one-third of lot 25, being 2074 feet fronting on Curtis
Street and 125 feet frontins on 18th Street in Denver, and submit this
option to the Federal Reserve Boords This option wes finally approved
by the Board and the purchase was m2des

In the meantime thore was purchesed as & site for the Okxlshoma
City branch ballding, three 25 foot lots, mumbers, 17-18-19 in Block

37, southeast cormer of Third and Horvey streets in Oklahoma City.



The murchase price was (65,000. The owners were WeFe Horn snd wife.
Plans for both the Denver and Oklahoma City buildings were

drarm and buildors selected soon after the purchase of the lots was

mades Full details of these lots and bulldings will be found begin-

for Qdahoma City.

ning pane for Denver and page

e Cordon Sanders who had beon made Branch Auditor at Omaha,
was elected on June 23rd, Assistont Andlitor at the head offices

Another change affecting the Omzaha Bronch was the promotion
of William ?hillips, Chief Clerk of the branch, to fssistant Cashier
of the szme branche

Also at the Jwme Z23rd meeting the Board of Directors
ratifled a2 recent rcsolution passed by the Govermor's conference for
the bank to absorb the Tiscal igency Department after July lst, 1921
This move virtually merged the Govermment's departwment of tho barit

with the bari: propers
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Approve Pension Bill

The €unference of the Federzl IRgescrve goveraors held in the
sumaser of 1921, had appointed & committee on pensions, the chailrman
of twhich was E.Re. Xenzel of the New Yorix bank, On July l4th,
Governox idlier read 2 letter frdn T+ Kenzel rcporting on the status
of a pension bill for employes of govermment institutionse Following
the reading of this lettor and a short discussion by the directors, a
resolution was adopted approving f;he pension blll thon pending bdefore
Congress to establish a Pederal Reserve pemsion fund in order to
provide pemsions for employes of the bank, members of the Board of
Directors, the igents and their dopondentss The resolution also
determined that the Kansas City bazk would operate under this Tund

if it became effective 23 it then stoods
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OIL MET COLPLAIN. N

As g matter of finopelns, the officers of the Kansas City bank
bhad consistently maintained the sttitude that "settled procduction" of
0il wells wes not 2 recl security for oil paner when not accompanied
by other sccuritye 45 2 resuit of this course, considercble criticism
was raised in the 0il fields of (idlahoma and Xansss and complaints from
these localities had beem mode to the Federal leserve Board at Tashingtom,
stating in effect thit the Xensas City bank was discriminating against
the oil industiry.

. The first zctlon ta%en by the directors in relation to this
matter was on July 14th following the reading of correspondence betwoen
Jovernor Hiller of the tank and Governor Harding at "ashington,  This
cm-resPcndénoe also rolated to paper secured by mortgages on growing
cropse Affer a discussion of this correspondence a resoluti.on-?.-'e.s
adopted in which the directors of the bank assumed full responsibility
for the bank's ruling on these subjectss

ppeals. contimed to:come’ fo: the bank from the Oklahoma 01l
fields and 2 specizl meeting of the board wes called on July 21st for
July 25rd, to meet with representatives of the oil industry for a
conference on the subject of rediscounting 0il pepere There were
pres;ent at this meeting Governmor liller, Diréctors Bemsay, Balley,
Gibson, Ealleoney and- Fleminge ,

s prebiiriines retlany 4, dereeEans
AtA nesting Goveproor Mller re:‘.d',\a roport of 2 confer-
~ence between the federal Reserve Board and tho governors of the Federal

Reserve banks of Riclmond, Atlanta, St. Iouls, Kansas City =mnd Dallas



concerning rarticularly the cotton situation. ZEeo stated that the rederal
Beserve Board would soon make on amouncement on possible chances in the
ruling relatinz to cotton papers

The comnittes of 0il men were met at the Hotel Zehleboch. The

following men represented the oil industry:

2. Hee Jzlaohome City,

{s Le Davidsom Wichita

leEe Thilllps Bartlesville

Geos L. Browming Adechoma Cigy

¥red C. Carr Arcémore

LeXe Hpek Ponca City

Yirt Franklin Ardmmore

de7e Highardson Ardmore

ZsPs Brewer Tulsa

JeL. Beattie Bartliesville
Sohlman Srdmore

Feile Bryant Tulsa

0ol HeCullough ™alsa

YWeie Brownlee Tulsa

CeZe Doniel Oklzhoms City

TeYe lIrray Tulsa

In opening the conference, Chairmen Anmoay of the directors,
amounced that the Federal Zeserve Bank of Kansas Clty had endeavored
to dezl impartially with tho business interests of the district, and
thot its ambition wos to assist every worthy Industry and enterprise,
gulded only by the best business Judgment in how far it would be safe
to proceed with this holps The bonk realized the immortance of the
0il industry but wes bound by the Federal Beserve Act to use cemtion
and restraint and to guard the reserves of the institutlon, m=king only
such loans 25 werc advisable and had sufflicient securitye.

"‘he Chairman invited discussion of the consessions desired
by the o0il industrye There were so0 many suggestions mede by members

of the 0il delesation and so many classes 0f oil paper presented in



this discussion, that the directors and delegates reclized it would be
extremely difficult to came to any conclusion 2t that meeting. The
universal request seemsd to be that the bank siould consider settled
o0ll production ond 0il well supnlies on iond as quick assets.

The directors suggosted that s cormittee be selected amons
the 01l delesates to reduce to writing thdl r ergumonis on these noints
and présent them to the Board a2t a later meeting. This was done and
tho meecting was adjournede

As a result of the conferences with representatives of the
0il industry, the bank complied in part with their roguest as shomm
by the following form letter from the bank to various banks anplying
for rediscomnt privileges for oil paper:

""As the result of conferences between our IZxecutive
Comntttee and a committee representing benks moking & special-
ty of oll loans, modified regulations in reswect to deter—
nining the liguidity of finoncial statements were adopted,
at least for the present, as follows:

"FIR5T: That, when considering the financial statenent
of an 0il producer whose note is offered for discount, &
rezsonable valuation of S0-days "settled production” will,
in our analysis, be deducted from the fixed assets and
addod to the quick or liguid assetse It will be necessary,
however, for e member offering notes of an 0il producer whose
statemont, to ampear liquld, requires his settled production
to be taken into consideration, to certify in writing the
value of such "settled production,”

"SECOND: That, 60% of the recsonsble value of new
moterial emd supplies on hand, {exceptins machinery), will
be considered quick or ligquid assets. It will be necessary,
however, that authenticated informnation be furnished by the
producer and transmitted by the member moking the offoring
in respoct to the guantity, character mmd value of such new
niterial and suppliese The right to «ll for, examing and
verify the original inventory, or to make such further
inguiry concerning material and su-mlies as my bo doamad
adviscble, is reserveds



"Please bear in mind that individuals, firms and corpor-
ations producing 0il should moke no chanre in the method of
preparing finencial statements, but should be pulded by the
provisians of General letter Ro. 284 &5 heretofore, and the
figures shown should be nrepared in the memmer indicated
thereines Such statemonts should not undertaks to show the
value of "sgttled production,™ nor any division of ths value
of "matorial ond supplies.” Information desired in connect-
fon with "settled production” and "materiel and suppliea”
should be given In the form of separate memoranda as stated
above; and from such information the adjustmoents referred to
herein vil: be made by us on our credit arzlysis records.”
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Suspend rogressive nate.

The progressive discount rate whlch had caused 80 much discussion
both before and after it wes adopted by the Zonsas City bank, was suspended
on August lst, 1921. The ection suspending it wms té.‘r:en et o mecting of
the Board on July 23rd, whem o letter from Governor lsrding wes read in
which the Federzl Reserve Board sugmested that since finenciel conditions
had improved, the Eamsss City benk might well suspend the application of

the rate mtil it should &gzin de needed os an emergoncy measluTCe

Grain Rate Hearing.

The directors of the banik on August ilth, oppointed Chairmen
Remsay to represent the banit at the hearigs of the Vestern Grain Ante
Case before the Interstate Commorce Commission in Jashingtone

This was done 2t the insiigation of Clyde Resd of Topeka, IasS.,
chairmen of the Eansas State Railroad Cormission. The nearing was in
the form of 2 complaint caused by the current railroad rates. This
complaint vas rade by the Xamsas Reilroad Cormaission, joined in by 20
other states amd their various grain yroducers and associationse

¥r. Ramsay testified August 15th, tnat business and financial
conditions in the Tenth District were vitally affocted and considerably
harmed by the present high cost of produnction and éisposition of agri-
cultural products and also the prevailing low prices. I, Ramsay's
testimony was further to the effect that tho ussets of Western banks
were irozem to a large extent end that interest burdens on the farmers
in this territory lad besen increased approximately 11 per cemt, due to
the inability to market the old crop &t amything but a loss or {o

weather the Tinancial condition until a nmew crop could be harvested.
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~TIE eXELVIE INCITERT-

The movement beginning in Nebraskn which hed for its apparent reasan.
the alteratlon of certain rules goveruning the operation of ths Federal Feserve Renk
of Xansas City, but which bare evidence of being irspired as an attack upon the
management of the bank by certaln bamkers mmd politicians, arose during Jctober,1921.
“hile it was followed aggressively by llebraskons for a few weeks, the criticisms
were mde squarely against the officers and directors of the bank and the matter
bas since been termed " The lcKelvie Incident" , the attack lmving fallen completely
after a meeting wes held at Omaha in vhich the operation of the bank as pertainirg
especially to agriculturzl and live stock peper, was fully explained.
On Oc.ober 25th there wos received at the bank a lengthy commmumication
transmitted by C.E. 3urnhem, Dresident of the Forfolk Rationzl Bank znd until a
fow months previously a director of the Federzl Reserve 3anks lire Burnbam sent
the commmication as Chairmen of a committee appointed by Governor Samuel R. liEelvie
of I«?ebraska} at a conferemce of bankers and financers recently neld with the Governor.
This comnittee wes directed to seek t obtain a3 number of concessions for formers
and stock-grovers in Nebraska.
Amohg the accusations mmde agalimnst the Tenth District bank were the
followings:
That the Kansas City Bank is the most " cumbersome, Inguisitorial and
technical bank for rediscount of any of the Federzl Reserve Sanks' ;" that the
"financial staterents are also uselsssly inguisitorial and objectionabdle ;" that the
Kansas City Bank " has been a law wnto itself in regard to :;'ules, regulations and
forms ;" . thet if the rules a2s to the discounting of farming and live-stoclkk poper
"had been adjusted to meet conditions, there would nmot hake been any occasion for
the War Finance Corporation to function in this regard; " that .he Kamsas City Bank
» "incouraged bankers to sell Liberty Bords at a discount and reduce their obligations

to the rederal Reserve Bauk, with the result that the bonds of the governmment were



thereby £urther é.eprecia.ted in value, which resulted in aggrewation of the
credit sitmtidn ;% thet ‘paper which the Kamsas City Bemk.was'rejecting

for rediscount for reasons 210ne that’ Instruct 'finance Iaper ¥ regardless
of the financial standing of. endorser and mier,is being recelved for rediscount
from meaber banks in other districts without amy “objeotions whatever.”

The commmic tion ended with the follomng statement:

"Under no ecircumstonces do we advocate the cheapening of the security ‘
of the Federal Reserve Bank but we do tlink that the rules and regulations
governing agricultural and stock raising districts should be different from
those covering districts whercin ths mrincipal industries mre jobbing,
-mamifacturing, shipping and export trade.™

The memmer in which this commnication was dealt with can best be
related by the following letter which Chairmn Ramsay sent ~— the following
Jamary to Govermor Harding:

"You are advised thzat Governor licKelvie of Nebrask:, following
his correspondence with yom, appointed 2 corittee composed

0f C.E. Burnham of Norfolk, Nebraskz,.formerly a director of

this bank, Dep V. Stephens, President of the Fremont State

Benk, B.i. Wilcox, Vice President of the Omeha Fationsl Bank,
JdeE. Hort, Bank Commissioner for lebraska, and John i¥. Flsnmegen,
President of the Citizens State Bank of Stewart, Febraska, to
endoavor to obtain from the Federazl RBeserve Bank of thias dis-
trict and 1ts branches more liberal rules and regulations ss

to rediscounting of sgrioultural and commercial paper, etce

That coxxmittee met and passed resolutions addressed to the
directors of this bank, a copy of which we are enclosings .
Instead of replying to these resolutions our board decided

1t would hold me of 1its regular meetings at Omba and invite
tho #cammittes to be present and fwnish specific complaints
instead of a general criticism.. November 22nd was the day set
Znd Governor icKelvie's committee duly imvited.

A week or tem deys before the date set for the conference we
learned through newspaper clippings sent to us from various
parts of Nebrasks that a movement had set in, originating at
Fremont, the home of one of the committesmen, Dan V. Stephens,
for the commercial clubs throughout the state to send represent-
atives to the Omaha meeting above referred to.
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r, Thomas Ce Byrne, directar of this bank, residirg at Omaha,
suggested that, inasmmch as remresentatives from various
commercial bodies would likely attend our meeting, it might

be a good oppartunity to have representotives from all the
member banks of tle zone served by the 9maha Hranch also attend,
and Invitations were &ccordingly issusdee. Tut of 2 membership

of 199 in Nebrasks sbout 158 members had representatives present,

V“hen ths ‘comnittes’ lsarmed from our directors, upon their
arrival a2t Omahs, that e_public meeting was intended, the
Tcomaitiee' suggested to our directors that insofar as the
guestions set out in the resolutions adopted by it were concerned,
a mpeting iz private would be preferabls, vhich was entlrely
.satisfsctory to our directors and the meeting was so helde

Thile the ‘committee' and our directors did not reach & wsanimous
agreement on Jjust what the Federal reserve bank could snd should
do under the provisions of ths Act, the discussion brought out
many of the difficulties of complying with all of the demands of
the 'committesn's At the conclusion of the conference we were
under the improessiom that at least a very much better understand-
ing existed and that all parties to the conference were satisfied.
He ceriticisa 0f our Qmahs Branch Ims been brought to our attention
since the meeting and we were rather surprised at the contents of
Congressma Ivans' letter to you.

At the closo of the private conference requested by the 'committee®,
those attending it repaired to the banquet mll of tho Forntenelle
Totel whore a luncheon was served to approximtely 200 guests of
the Ozaha Branche Governor Bailey addressed the representatives

o2 our meanbers present, going into some detail as to just what the
Fedaral reserve banks can and canunot do, and generally pleading

for co~-operation on the part of member bamks to moke the Systam a
success."

Yours very truly,

(Signed) Asa E. Ramsay

Cheirman.



The letter from Congressmen Evans of Nebraska to Governor
Barding, referred to in the above letter, was virtuslly the last time
any oné in an official capacity showed inclination to add fuel to the
flame in Hebmm'mleh died out with the close of this conference
by the committee in Qmoha, ILi¥e other instances whore criticism
of the Pederal Reserve System ws indnlged in, the case was effectively
cured by a simple treatment of facts.

The condition of the benk as to czpital, surplus ami profits
at the close of the year 1921 as read by Chairman Ramszy to the

directors at the final meeting of the year, Vec. 19th. was as follows:

Capital stock paid in $4,093,800.00
Surplus 9,330,167,01
Undivided profits 1,525,648.64
less dividend for 6 months,

ending Dec.31, 1921- 134 ,831,79
Undivided profits neot 1,390,816.85

The direotors at this same meeting authorized the officers,
after they hsd pald the semiannual dividend, to charge to profit and

loss account the not remaining undistributed and to credit such amount

as followss
Reserved for losses $200,000.00 .
Surplus 292,300.00 .
Surplus (estimated) 81,052.29 .

Franchise fax(estimated) 729,470.58 .
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R.Hes MAIONE RESIGRS

The Directorate of the bank charged in January, 1922 in only
one instance. This was the appointing of Heber Hord of Central Clity,
Nebrasika, to succeed H.C. Malone, who had been appointed a Class C
director at the organization of the bank. s Hord attended his fir:zt
meeting on January 12ths The greater part of the forenoon of the
meeting was occup;ed by the reading of the annual report by Governor
i ller for the year 1921, In the afternoon session the election of
the officers of the bank was held in which the present officers were
re~elected. L.H, Earhart was re-appointed manager amd director
of the Omaha dbramch at a salary of $9,000 a year. The other officers
of the Omaha branch and the officers of the Denver branch were re-
eppointed at their former salaries,

Further official changes werc the increase of the salary
of H.0. Wunderlich, cashier of the Oklahoma City branch in the amount
of $300 a year, the increase of the salary of A.X. McAdams, assistant
cashier from $4,000 to 34,500 per annum and the paying of $900 per
year salary to C.K. Boardman for services as secretary to the directors.

Up to Jamuary 26, 1922, the Federal keserve Bonk of Kansas
City could not entertain visiting bankers except at the personal ex~
pense of verious officers or directorss As commercial banks hed long
8ince formed the custom of entertaining bankers at luncheon in order
to make then more familiar with the inatitutions, the directors of the

Yederal Heserve Bank at the January 26th meetin:, decidsd their
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institution should follow this custom in order to give more direct
attention to the banks and benimrs served in this &istrict by the
System« The directors conseguently authorized the bank to fwnish
the noon meal to visiting guests of directors and officers, and also
to the directors attemiing the regular board meetings and to the

alternating members acting on the executive committee.

Yederal Reserve 3ank Group Meetinge

On February 23, 1922, there was held a group mesting of the
rederal Heserve banks of Cleveland, Minneapolis, lmllas and Komsas Clty.
Besides the governor, federal Heserve Agent and directors of the Eansas
City bank, this meeting was atteudsd by Governor Harding of the redoral
loserve Board and the following representatives of ths other three banks:
D.C. ¥Wills, rederal Beserve Agen% and E.R. Fancher, tovernor, Cleveland;
John He Rich, Fedaral Reserve Asgent and Heds Young, Governor, dimmeapolis
and W.?, Ramsay, rederal Reserve Agent and B.A. HcXinney, governor, lallas.

Governor Harding opened the meeting with a discussion of re-
discounting relations, emphaslzing the importance of rediscounting banks
offering new paper endorsed by first class banking institutions. Other
topiocs disoussed were bullding programs of various banks as sffected by
pending legislature, the KFederal Reserve Exchange, the handling of oop-
fidential reports, examination of national banks, the typing of exam-

, lnation reports, the relation between war r!.nance'and ¥ederal Heserve
Banks, penalties for deficlent reserves, issuanoe of new and used

currency and financial statements.
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At the meeting of March 9th, Chairmen Ramsay resd a letter
from H.H. Malone of Denver exmressing his thanks to the direotora and
the Governor for the engrossed copy of resolutions passed at tho meet-
ing of January l2th,

‘In the maetinz of Yarch 23, the disoussions by the directors
leaned heavily toward the topic of yroviding adequate bulldings for the
Denver and Qmeha branches. It was at this meeting that & lotter fram
Governor Hfa.rding'ms read amressizg a deoision that no objestion would
be ralsed to the bamk proceedinz with plans for a btuilding at Denver om
the site whlck hod rocontly been purchased. The directors, having been
well satisfied with the excellent work of the firm of architects, Greham,
Anderson, Irobst & White in constructing the Kanses City building, voted
to employ this fim as architocts of the Derwer branch, provided the
firm would employ at its expense as assoclate architeots, some Denver
firm to be named by the building committee.

During the discussion of branch bulldings, Director Gidbson
submitted a roport of the conditions of the branch building at Omabe, in
wnlch he favared the exchenzge of the bullding and lot for = vacant 1ot
at tho corner of Sevonteenth and Dodge streete, on vhich lot he sugsested
the bank should oraot & new bdbuilding. However, on June 9th, at a
oonference held in Oanha between Chalrman Hamsay, Governor iller and
Director Ldtchell representing thé Board, the matter was again taken tup
and the opinion was expressed by Uirector ifitchell that the directors

would not at that timo be in favar of this exchange of propertys
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Uncover Governors'! Portraits.

At the director's meeting of April 13th, tle portraits of
Governor J.Z. Miller and Kx-governor tawyer were uncovered before
tho directors, the ceremonies being in charge of virector Fleming
chalrman of the ocommittee on portraits, These partraits were
dom; by Charles Bennell, & French artist who had been selected
for this purpose and for whom fx-governor Sawyer had sat at los

Angeles previous t the sitting by Governor HMiller at ths banke

Endorse Govermor Harding.

A resolutlon offered by Lirector salley at the By 25th
meeting, was directed to the Secretery of the Treasury with tbe request
'that. it be broucht to the atténtion of the I'resident of the United States,
endorsing Governor Herding of the redersl Heserve Board, amd oalling for
his re-asppointment as governor for the following reasons: That he had
carried on a splendid work dwring the trying years through which the
country hed recently passed, that he kmew the law, possessed fine exeou-
tive ability, hod inmspired confidence in ths ikederal System, and that
his re-appointment at the presext time would ramove the System from the
suspiolon of politics and thereby lend to the succesaful edminlstration
0of the Uystems This resolution was seconded by lirector Jitchell and
unsnimouely passed some three months before iovernor Harding's teym
explred.

At this meeting a building comittee for the Lenver branch

bullding was authorized to exchange the lots recently purchased at
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righteenth and Curtis streots for fow lots on Zeventeenth end Arapahoe
streets,

When in the summer of 1922 the normal rate of interest at the
Federal Reserve Bank of Kansas City was reduced from 6 per cent to & per
cent, it was perhaps natural that a nurber of banis who were redlscounting
quite heavily with the System at the 6 per cent rate, were snxious to
obtain the benofit of the reductiony These banks applied to the Federal
Beserve Bank for permission to pry off these 6 per cent notes and on the
same day make new reciscounts on the same paper at the b per cent ratee.
The Federal Heserve Bunx, when the matter was dbrought to its attention,
was inclined to allow this to be dones The govermor of the bank however,
in bringing the matter before the directors, pointed out that such pro-
cedure would de in & mnner unfalr to institutions which had paper that
was virtually ready to be retired. Howuver, on June 22nd this acute
situation having been passed, the governor advocated the rebating of
interest on paper paid before maturity and refund the unsarned discount
at the current rate of the bank at the time the paper is retired. This
action it waus belleved would provide an equitable solution to similar

problens in the future.
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Governcs Mlller Hesigns.

When J.2. Miller, Jr. resigned his office in the Eationzl Bank
of Commerce, and disposed of numerous bank holdings in order to become a
Class C director and Federal Agent of the Federal Reserve Bank of Kanssas
City at its organization, he did so st a financial loss in order to, as
he himself expressed it, give a greator servico to the nations It wes
true numerous other bankers who accepted similar positions at the regquest
of the Ireasury Department and the Federal Reserve Board did the same as
Governor Miller. He had wany ambitions for the new bank, one of them was
the erection 0f the splendid building in whick the dbank was housed
November 16, 1921, Opposition to the erection of the mew building only
increased Governor Miller's smbition to put It through to the height which
he and the Board had decided was tho proper heisht.

¥hen the bank had becoms properly housed in the new bullding,
and the various departments were working harmoniously and wlth adeguate
room and wrking facilities, Governor Miller's greatest ambition was
achieved, and he began looking forward to a vacation of which he had de-
prived himself during his connection with the banke KHis close friends
had many times urged him to take an extended vacation, but he had defer-
red this until such time &8 he could relleve his mind of the many respons-
ibillities connected with his positions

With the beginning of 1922 howsver, he began gradually to pass
on to others many of the matters requiring official decision and in the

meantime planned a trip to Durope with his wife and daughter.
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At the direotors' meeting of June 22nd, Governmor Miller reminded
the directors that he had served the institution for about eight ysars, the
firset two years of whichthe System was untried, and later was subjected to
a supreme test by the world war, that he now felt the need of a reat and
that he desired at that time to sever his connection with the benk.

In hending Chairmen Hamsey his resignatiomshe thanked the Board
for the hsarty cooperation and many courtesies whioch he had received from
every member. His resignation followss

"JURE TWENTY-SECOND,
-1922 -~

"rQ TEE CHAIRMAN and BOARD OF DIRECTORS,
of the FEDERAL RESERVE.BARK OF KANSAS CITY:

Gentlemens
"I hereby tender my resignation as Govermor of this bank,

"In doing so I wish to express the deepest gratitude to each
of you for your earnest co-operation and the many courtesies
and kindnesses shown me during owr association,

Sincerely,
{Signed) JeZe Miller, Jr. "
It was moved by Director Fleming and seconded by Director Hord
and carried by the directars that the resignation be a2ocepted with regret,
to take effect July lst, 1922, Thereiupon tho Board wmh adopted

the fo.lowing resolution:

"WHEREAS, Governor J.Z. Kller, Jre has this day tendered his
resignation as Governor of the ¥ederzl Reserve Bank of Kansas
City, and the sams bas been accepted, and

"WHEREAS, Governor Miller has served t.is bink for the past
oight years, dwing which time he has had no vacation end
during which time ho has been tireless in his efforts to btring
the denk up to its present efficient conaition, ’
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"THEREFORE, BE IT RESOLVED, That in oonsideration of the
eminent service Governor Miller has rendered this bank
during the trying years of the past, he be alloved three
months' salary after his retirement as an expression of
the appreclation of this Board for the great work he has
Bocomplishad."

W.d. Balley dDecomes Governor.

At the semp meetinz at which Governmor Miller resigned, Director

Fleming moved that Willis Je Baliley, former Governor of Kansas and a
director of the bank since its organization, be appointed governor for
the unexpired term of Govermor Miller's offlce, amd subject to ths approval
of the Federal Heserve Bcard at the same salary of 20,000, This appoint-
ment to be effective July lsts The motion was seconded by Director Byrne
and unanimously carried.

In accepting the appointment Governor Balley spoke a&s follows:

"Gnetlemen of the Board:

"lenguage 1s lnadequate for ms to express to you the sincere
appreciation that I feel far the great honor you have Just
done me iy making me the Govermor of this bank, and having
come to me unsolicited, intensifies that feeling. I now
promise you that I will give to this great position the best
that is in me, in order that I may prove worthy o £ your
confidence and respeot, - - - - -

RGovernor Miller:~ I take this occasion, in the presence of
~this Bozyd who are and bave been yow loyal friends ani sip -
porters, to acknowledge the ~Rny courtesies and ths consider-
ation I bhave received at your hands. My close association
with you as a director in this bank has been an inspiration
and a8 great education to mes

"] cannot expect to measurs up to che full measure of the re-
cord you heve mide; this magnificent building oonstructed
under your guiding hend and the record of achievement in bring-
ing the bank up to its present effiviency is your monument to
last through the years that are to comge
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"For myself and for this Board, l ask for jour friondly
cooperation and advice and 1 wont to feel that I cen go to
you as you have came to ms, but I expsct to get rmuch more
fran you than you received from me on accownt of your
larger experilence and the great ability we all know is
yours.

"Gentlemen, I again thank youl"

Subsequent to hls resignation, Governcr Miller received from
Governor Harding of the FMederal Heserve Board, the following letter which
was made a part of the minutcs of tho bank at its meetins of July 15th,
"Dear Governor Niller:

"l have Just returned from o visit to Boston and find
on my desk your letter of the 22nd instant, I was very
mich surprised and distwrbed a few days before I left
for Bostor to leoarn of your contemplated resignation,
which I understand was tendered and has boen acocpted,
effective July lst, at which time Govermor W.J. Balley
vill succeed youe

"1 am glad to xnow that at 1last you are going to take

a rest and that you will cpend a few months in Europe
with your familye You have done a2 monumental work for
the Federal Reserve System and I have of ten wondered
what kind of a constitution you had in order to keep on
the job e2lmost from dawn t0 dari all these years that
you havee I shall dring your letter to the attention
of the Board tomorrow and wish to say now that I appre-
ciate your firmness and strength of character, and that
you have handled an immense job in a blg way. Tou have
been unmoved by clamour and criticisms and you have the
satisfaction of leaving the rederal Reserve Bank of
Eansas City well housed, well organized and in a strong
position, I shall always look back with pleasurs to my
assoclation with you and wish to thank you for the un=-
iform cowrtesy that you hnve always showm me, and for
your hearty co-operation during the trying tines thro@
which we have just passed.

"7ith warm regards, I am
Simerely yows,

{Signed) ¥.2.Go Barding, "
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¥inor changes in bank.

Governor Bailey who had since his first election &8 governor of
Kansas in 1902 been known throughout the middle west as "Governor-" Balley,
attended his first meeting as governor of tho bank on July 13, 1922, His
first report to the Board as governor, dealt with the usual toplca of
condition of the bank eand the district,and in addition brought up the
subject of the rental of floors in the bank building, which rental had
not progressed as rapidly as the bank had anticipateds The Board voted
to grant Hughes Bryant, the bank's arent, disoretionary powers to grant
concessions to prospective tenants, provided these concessions would not
conflict with any leases already made.
At this meeting the followlng resolutions concerning the co-
operative store in the bank was adopted:
"WHEREAS, the grocery store known as the Glendale Mercantile
Company, now opsrated by end under the supervision of the
Federal Beserve Bank, was orgoniged at a time when food
necessities were at the very highest and for the purpose
of enabling the employees of this bank to purchase same
at lower prices than werc being offered by the regular
retail stores, &nd,
"VHEREAS, food prices have resumed a more normel level and
the store is not being patronized to the extent of justi-
fying the smmount of expense necessary to carry 1t on,

PTHEREFORE, BE 1T RESOIVED, Thet as quickly as practicable
the stock on hand be oclosed out and the store discontinued,.”™

At this meeting the salaries of five officials of the three branch
banks were increased as follows:

Omaha Brench: VWm, Phillips, Ass't. Cashier from {3300 to $3600 per year;

Denver Branch: Joseph E. Olson, Cashier, from $4000 to $4800 per year,
A.J. Conway, Ass't. Cashier from $3300 to §3720 per year;

Oklahoma City Branch: R.0. Wunderlich, Cashier, from $3600 to §3900 "
R.L. Mathes, Ass't. Cashier, from $2700 to £3000 per year.
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Strike affects business.

By mld-summer of 1922 when normally the moving of the wheat crop,
contemporary with stimulstion of other business in the Soutmfast}woum hare
required additional cepital resulting in rediscounts at the Federal Reserve
Bank, the whole ocountry was ready for a business revival waich apperently
was about to mmterialize. However, dwring Juns there wzs smouldering in
this country & dissatisfied feeling smong the railroasd shopmen which result-—
ed in a general shopmen's strike on July lst, wilch continued tliaroughout
the month end into August to the detriment of business in generals The coal
strike was also still unsettlod until late swurmar. Partly as & result of
these strikes and partly as & result of uncertzin conditioms in Europse,
business and international commerce took on a notloable slowness as well as
a retarded movement of mew investmentss These thinzs were reflected during
the sumner at the Federal Heserve Bank, where rediscounts continued to slacken
and the reserve to increases

One of the marks of this condition was tho lowering of the redis-
count rate in all of the federal Leserve Banks of tho country. It was at the
meeting of Aygust 10th that Chairman Remssy resd his letter of July 28th to
the Federal Reserve Board in regard to the bank's rediscount rate, and alsg
e letter from Governor Harding of the Federal Reserve Board dated August lst,
in which it was stated the bznk would approve a discount rate of 4% per cent
for the Federal Reserve Bank of Kansas City, andi also called attention to
the minimum rate of this bank of 5 per cemt for 4he purcuase 0f banker's

acceptandes as compared with minimum rates of other banks from 2} to 83
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per cent. After a discussion Director Hord moved that the rediscount
rate be reduced from 53 to 4 per cemt, effective iugust 12th, and that
the bank euthorize the minirmm rates for the purchase of banrer's accept-

ances ot 5 per ocent. This motion was carrieds

Lisouss Hitchsock Billle

Senatur Hitchsock of Hebrasika, having introduced in Congress a
bill authorizing the expenditure of &n =amount of menoy equal to 3 per cent
of the combined capitzl ant surplus of the Federul Reserve Zunk 0f Eonsos
City for the ereotion of o branch buukx 2t Ompha, the bark'a directors at
their mosting of Ausust 24th discussed this bill and were virtually uman-
imous in the cpinion that the 3 per cent mentioned would not be adegquate
to build & suitable building for the brauch, tle amownt being only
B426,348,95 at that timee The directors, thorefore, passed a resolution
authorizing Governmor Bailey to commmmicate with the Federal Reserve Board
and request its co-operation in tho interest of hoving Congresa psrmit the
expenditure of $560,0004 for the branch bank at Omaha, 4t the above meeting
ths directors voted to fix the salary of Coumsel Jemes E. Gocdrich at $5,000

per year in lieu of his proszent salary end feos.
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Far Clearing Houss Offices.

Governor Beiley presented to the dirgctors on Ausust 24th,
the proposal to rent floor space in the Federal Reserve Bank building
to the Eensas City Clearing House Associutione It ws agreed by
the directors that it would be of denefit to the bank to lmave the
Clearing House inside its bullding, amd therefore & motion was made
&nd carriad to the effeot that Federal Reserve fgent Ramsay be author-
ized to close a contrect wth the Xemsas City Clearing Douse Assogiastion

for rental of floor space.



APR2ERDIX

TABULATION OF DATA PERTAINING TO THE OPERATIORS OF THE BANK.

1}

INTERESTIRG FAGTS PERTAINING TO TEE FEDERAL RESZRVE BARK BUILDING,
ITS SITE =7C.

HISTOKY OF TEE BRANCHES.
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COLPARATIVE STATEMERTS
0f Various Conditions and Operatioms of the Federal Reserve Bauk
of Kansas City at the Close of Zach Year Tince its Organizatiom.

-Area and Population of Temth District~
m

State Square Eiles 1910 1920
Colorado « « « » ® 5 8 @ ¢ 00 % 8 @ 103,658 799.02‘ 939.576
Earfng ¢ « « ¢ ¢ -0 02 6 ¢ 0 0 o 0 = 81,774 1‘590,%9 1'?69.257
Bigsouri ¢ ¢« « s ¢ o 6 6 o o 2 o » s o 10,509 760,950 818,252

(1) Nobrasks « ¢ o o ¢« ¢ o 2 20 0 0o « o 76,808 1,192,214 1,295,502
Bow 0X1CO ¢ ¢ « ¢ o s o » 0 a s ¢ » o 47,302 139,610 » g
OLIONOMA & o o ¢« o @ 6 s o 0 o 2 s & & 62,786 1,516,662 1’825.254 :
W...-.......-..‘.W,&B 145,965 194.402

TOLBL o « o o « o o o o » o « « 480,585 6,245,374 6,995,517
-Zarnings and Expense-
Gross Earnings 1915: ¢ o e e v es sosams s v 103,360.29
. n = 1916 T @ & ¢ & 8 9 % s & @ & © O O & 554.966.57
= e 1917 ¢ e ¢ s ¢ o 2 0 2 o o o o & @ 958,301.68
" " 1916 O & @ % 9 4 ¢ 4 ¢ S p & O B W E 3'451,9350]5
" " 1919 e & ® @ 2 & ¢ 2 % 6 O ¥ o & o @ 4:.951,481.91
" " 2920 . e s es e s e s s e os o 7,400,887.31
" " 1921 @ & ® ¢ & P o o 9 & & 0 £ & 99 5,712.353-35

Totalcmsﬁamings.‘........o...‘.»--og.j;m.t 9._62’892{:52

(o) Operating Expenses 1916% o« « s o+ o $ 126,840,35 -

= " 1916 o e 6 00 s . 1835,398.42

" " 1917 e e e s 00 313,958.68

" ¥ 191B e s e e e 695,808.25

" " 1919 2 s e s o s o 1,185,966,36

¢ * 1920 o o o ¢ » & o 1,857,726,51

» ke 1921 ¢ o« » « ® & @ 2.411.078.9&

Eotalo‘perating.‘.:zpenaes,.....o-.-....a..os 85'774,774.51

Het Eammings From Operatioms: Since organizatiom (Now. 156,1914)e o o $16.188.117.81

(*) Includes November and December, 1914,



=Dividends Paid-

7=13-16 for Period 11~16-1914 t0 6~30=16. ¢ « « « « & 66,708,96
1-25-17 ® " 7=1= 1915 t0 12=31=15 4 o o « 92,188.25
6=30~17 ® b 1-1- 1916 to 6=30=16 ¢ o » = » 89.116.35
12-31=-17 " o 7=1- 1916 t0o 6=30=17 « o o o o 183,197.54
6‘30-18“ " 7"1" 1917 to 6-30—18 e & & ° o 201.795.3)
12-31-18 = " 7=1-1918 t0 12<31~10 ¢ ¢ o o« o 107,934.,05
6~30-19 " . 1-1- 1919 t0 6~30-19 o ¢ o & = 111,811,735
(b) 15.71-19 = " 721-1919 £0 12-31-19 o o « o o 116,943477
m Lo " 1"1“ 1920 to 6"50"‘20 ¢ o s & @ 125,088@86
12-31=-20 * 2 7=1-1920 t0 12-31=20 ¢ o « o o 132,583.66
6‘40"‘21 = - 1"1"1921 to 6‘50-21 o 9 o ® m;m.m
12-31=-21 * " 7-1-1921 t0 12~31=21 4y ¢ o o o 134,832.58

TotalDiV’.dBnd.SMd.-..o-to.o-.-oeonu-..031’495._985-74

Discount Operations

~Tumber of llember Banks-

State 1914 1915 1916 @917 1918 1919 1920 1921
COlOrado « ¢ o« ¢ » o o 0 v 4 » s46's o'a o 124 121 122 122 127 132 145 146
mﬂuo‘innuo._olccooloq 214 219 224 25 243 2635 271 ¥4
EigsOuXl o« o o % o 2 s ¢ s 6 6 06 6 ¢ v » o b2 53 54 85 57 61 &8 56
Febraska U LIS B B B B A R e R 218 208 193 182 200 207 210 202
Few MW e & & @ 92 0 & & 0 a v s a8 » @ 10 9 9 g 12 13 .15 15
Oxlshoma 2 8 ®# o ®w & € & & 2 B ® s B & o 186 309 505 J11 316 321 340 358
m 4 B 0 9 » % * & H 9 o # o ® a @ 55 55 56 36 89 45 50 51

TOL2 w o o oo o s 4 o5 acoae 837 952 945 058 994 1032 1087 1105



(a)

e}

<e)
<)
{

~¥gzher of Banks Aocormodated-

State 1924 1915 1916 1917 1918 1919 1820 1%21
Coloradd « o « o @ v ® o 8 & © @ 18 16 39 76 79 114 105
Eansah ¢ «a ¢ o o o o o e ®» o &« o 55 44 83 100 124 171 211
Higsourl « s @ o v« ¢ » ¢ o o o° o 23 12 31 30 35 45 54
:;ebmsm e ® & ¢ & o & e ¢ » o ® 71 57 “ 105 173 192 159
Tow LIexIiC0 ¢ « « ¢ s o a o o a = 1 3 6 8 7 12 i35
OZ1ohomR o o & s o ¢ ¢ ¢ & o & 101 75 159 213 235 257 329
an e 4 ® 6 8w ¢ 6 » & B 8 @ 5 2 2 22 286 S5 39

Total ¢ ¢« ¢ ¢ s e 0 s 0 o« 274 189 364 554 _679 826 920

* Includes November and December, 1914,

-0fferings Accepted-

State 1934 19156 1916 1917 1918 1919 1920 ' 1921
Colorado . ® 5 ®» € 5 3 8 8 % B & 8 8 @ 44 65 1060 1590 3092 3616
Kﬂm&g ® ® & & ¢ @€ ® @ & ¢ © 8 * ¢ € 2 223 172 ]392 2815 ‘210 3939
Hiss Cnﬂ. * & ® 5 ¥y v @ @ 4 a 8 & 2 a2 @ 74 124: 9"‘7 1833 3041 2262
Fabraska o ¢ » » P 6 6 & o 8 a = s & @ 147 173 1649 38856 7052 8121
Bew lexico ©& » 8 % 3% 5 o &6 ¢ & & o » 19 15 116 168 202 338
Oklahomi ¢ o o s o « =« o s« ¢ « o « a ¢« 351 335 3832 5588 5169 7351
mg ® ¢ © P % 0 % & & 6 0 & e u @ 4 9 214 96 688 1137

) 862 894 9240 16024 23458 26763

'i‘otal......-....-u



~Open larket Transactions-

Bankers' Acceptances purchased in open
market and acquired from other F.R. Banks.

1916 1917 1918 1919
5 8,191,082.48 & 26,825,413.10 3 33,166,769.75 € 71,700,185.,59

1920 1921 ‘
$ 22,222,971.18 $ 5,557,792.00

(£}

Mmicipal Farrants, urchased

1916 1917 1918 1919

¢ 1,946,840,70 431,138,.89 Rone None
1920 1921
Tone 756 ,000,00

4Uni ted States Securities Purchasel-

- |
1915 1916 1917 1928 |
§ 2,151,650,00 & 6,362,500.00 & 3,775,640,00 $ 11,128,750,00
{g)
1919 1920 1921

$ 31,792,850,00 & 128,078,650.00 -  § 8,949,500,00



(1)

1914 (December only)
1916 . «» »

1916
1917
1918
1919
1920
1321

s & 8

s & & @

L
¢
L
*

2 ¢ 9 9 0

» & 9 e 0 @
s & 4 B 8 & 0
LI I S I T
e ¢ 0 0 99 o
2 % %5 » 9 0 0

¢ * ¢ @& 8 0 s o

® O ¢ b v & » @

& & 9 &€ & ¢ @& 2o

¢ 5 ¥ &8 & 8 0

1)

o~
‘\\

~Total Clearings~

.ono,_pbo

L 3 N I A

2 # % & 9 ¢ v ®

= 2 % 2 o ¥ & @

e % & p 9 & * 9

4 & & 8 & 8 8 9

% 0 6 W & 0

Total Fumber of
A11 Items Handled

Total imount of
41l Itens Bandled

o % 75,633 $ 38,642,708.79
e« « 1,983,986 710,190, 987.50
e s 35,214,815 1,536,507,820,96
v s 5,982,830 3,215,181,258,27
« « 12,076,572 7,553,186,851,75
. & 28,570,654 9,856,767 ,502,38
. « 53,881,602 13,011,582,140,00
« « 58,520,078 9,090,746,358400

162,105,148 £45,012,805,407465
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DISGOUNT RATES OF THE FEDERAL RESERVE BANK OF KANSAS CITY, 1914-1921.

) - .
) Character of paper and meturities.

Dates on which)
rates were put) P )Agricul- )Com-
into effect. ) Commercisl, agricultural, ami live-stock peper. Jtural end )modity
) }  live- )paper
) ) ) ] stock )within
)\7ithin )11 to S0)Wi ) peper )90 days
)10 days) days )15 ) over )
) ) ) 190 days )

daye
& 6%
6
i

T
thin ) 16 ¢
day j days

o
3
b S s S
o]
=~

1914-love 16 6 )
Dece &
Doce 15 8 b5
1916-Jan, 8 & &
Jane 28 4 4
¥eb, 17
June 16
Aug, 13 &
Oote 4 3
Deace
1916-Apr.
July
Sept 18 (2
1917-May
ey

Hove
Dac.
‘ Dec.
Ay
Sept
Octe
1919-ipr. 2
June 19
Sept « O
Kov.
Nov,
Dac.
1920~Jan,
Jan,
Feb,
Feb,
; Ap!‘a !
( Juy B
Sept .28
1981-July 1
Bov, 2 b B 5 b b

6

&%
B

NEw
Sl
&
&
&3

(3)

™9

$
g8
54
2

#

wgpﬁuﬁﬁp
&
@
>
*dp

1 ®roasury notes first issusd as of June 15, 1921.
___ scontinued ' ,
S Rates merged with those spplicable to cormarsial paper of corresponding maturity.
4 The 4 per oent rate applied only to puper seoured by fourth Iiberty loan bonds, where the
paper rediscounted with the Federal Reserve Benk was taken by the member bank from its

customer af a rate not excceding the coupon rate of the dond,
5 4Applies only to member banks' collateral notes.
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DISCOUNT mr.% OF THE FEDER/L RESERVZ BAWK OF EARSAS OITY, 1914~1921.

)

) Oraracter of paﬁew end maturities - Oontinued.
T~tes on which) : :
;68 were put) Trade accept-)Bank- ) Peper ssoured by- JAnthorirzed rates
into effect. ) ances )Jers ac-) ) on acosptances

) Joept- )Treasury notes 1)liberty bonds) purchased in
) )ances Jand oertiﬂcates)and Vietory ) open mariket.
_i " Owithin ,0 bt BB )
)

)16 ¢t0 ) 3 J¥ithin )16 to)Within )15 to 90) Mini- ) Maxi
in 15) 90  )months )18 Aays)90 )15 days) days ) ) mum,
Says ) devp ) 2 Jdaye ) ) )

1914-Hove 16
Dece 4
Dec. 15
1916-Jen, 8
Feb. 28
Feb, 17 2 &

Aug.
Octe

(¥
O
—
-3

E
-3
(4]
(<}

s .
Dece & 5% 4 £ 4
1.‘8-2;}5112: | 3 42 4% 2 (2)
Moy 20 o
oo 2 | (4) 4t
e 2 [ %)

'8
2]

8

[

B
Babbs
X
X

ot

o

b 5

2o

'3

o

L ]

&
HrFoOo

July 3 _ = (6) 5-5 (6)5-6

] ledudy 1 6 8 8 e
Nove & 5 5 5 5 5 5 5

6 Discount rate corresponds with interest rate borne by certificates of indebtodness
pledged as gollateral within limits shown,
Note~ Bates on paper secursd by Wer Finance Corporation bonds were established Aprs’ 4,1919,
at 1 por cent in excess of the rate applicable to commercisl paper of corresponding
meturity, and were automatically discontinmed effective Amrs 1, ‘1920, ooincldent with
the maturity of all outstanding Wer Finance Oorporation bmnla



THE BARK BUILDING

Condensed history of the bullding site and the structure érected
thereon for the Federal Hoserve Bank of Kansas City,

A dotalled history of the site of the rederal Heserve Bank build-
ing as a part of early Kansas City as obtained after exhaustive research
through a period of several years and written for the cormer stone by the
writer of this volume, is found in manusoript No. 10 in the cormer stonme, .
a oopy of which is contained in the archives of the bank. suffice 1t to .
say here that the site was scarcely more than an arrow's flight from the
"Blg Muddy" in the days vhen tho stalwart Hed Man hunted on the hills that
are now Kansas Citye Later it formed the crest of a knoll that sloped
northward toward the river and westward to the ravine that became first
the Santa Fe Trall and later Grand avenue, both notadble avenues of commerse.
0f early importance to the three lots on which the buillding was erected are

the following dates:

Iouisiana Purchase 1803
John Jacodb Astor fur trade opening 1810
¥irst fur warehouse built by Choutean 1821
Jackson Cownty organized 1826
Independence founded 1827
James H. HoGee 320 acres (now HcGee's

Addition} bought from Gov. No. 14 1828
Shawnee Mission kKounded 1829
Santa re i1rail trade began at Independence 1831
Westport founded 1833
"Pown of Kansas" (now Kensas City) founded 1839
John C. Fremont's ¥irst expedition 1842
lgxican War prcparation with "Towm of EKansas®

as outfitting station 1845~46

Eansas City given charter by the state 18563

48 surveyed, the lots wore originally 2 part of ths o0ld "Smart
Farm®, later called the "Swope's iddition", The first owners were Oliver

Caldwell end Henry Chiles who bought the tract from the govermment in 1834,




The next year Chiles 8014 his Interest to Ualdwell who became one of
the original incorporators of Eansas City. Caldwell sold forty acres
including this tract to Thomas A. Smart for y400 on April 6, 18567. Smart
80ld the same forty acres on May 12, 1859 to Thomas A& Swope for &7,500,
This was the last transaction wherein the three lots faminz the bank
site were sold in the same tract until, on July 29, 1918, the three lots
alone werc boxght'by tho Federal Heserve sSank of Kansas City for helf a
million dollars. |
¢ the early homes and bulldings erected upon tho three lots,
3-room
the first thet 1s authentically chronicled was the/l story brick home
built probadly by George i. Torbet who purchased tiae lot April 9, 1869
for 760 and sold it Ootober 27th of the sams year to Thomas J« Barnes
for %1,300, ‘9his was on the middle one of the three lots on which the
bank building stands and was the only bullding at th:t time on the three
lots, The following description of this ground was written in 1921 by
L.Bs Arbuckle, who then lived at 2509 Jackson Avenue, at the dictation of
his mother, irs. Mary K. Arbuckle, who was at that time in her elighty-
fourth year but who dled early in 1922,
"The 493 fest embodied in the rederal keserve Bank sito,
next to the cormexr of wrenth Street and Grand Avenuo, was
the home of the late Hiram Arbuckle and family for seven
years, --1877 to 1884. Mr., Arbuckle moved to ths home -
a 3-room brick -~ at & rental of $15 per month. Ilater he
bought the property from e ir. Carswell of Chicago, for
$1,100, paying $200 down end $15 monthly. This transast-
ion occured a few months before tha site of the rederal
Post Office, now the homs of the Kidelity Trust Company,
was selected at Ninth and Walnut streets,
"A 1little later a IZ-story front was tuilt to the original
home. Mr. Arbuckle sold the property in 1884 for about [C,l°
£8,000 vhich was oonsidered & good prioce, His vision then

was that in a fow years the property wuld have & great
veluation. :
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- "This property was on the hill, as we described it, about
thirty feet above Grand avenus, and the front yard fur-
nished a fine view point embracing practically all of the
business section of Kansas City, and all the residence
section west of Grand avenuee The illssourl river was
visible at the mouth of the Xaw.

"The survivors of the family are the widow, Mrs. Mary E.
Arbuckle &nd two sons, L.3. Arbuckle of 2509 Jackson
avenie and MN.P. Arbuckle of 214 N. Elmwood avents.

"Ekyrs. Arbuckle is now B84 years old, A few yesars ago she
painted the picture of the homs from & sketch made in
1884, The mother and the sons have a profound interest
in the faoct that a structure towering 305 feet - twenty--
one stories - so beautiful In design, so magnificént, so
useful in our city and nation's welfare, stands on the
ground that for a timc was their place of abode.

"It was within a cluster of churches - at least ten in
number - from Zighth street to Zleventh street - from
valnut street to ilcGee street. The location of these
follows:

Southwest corner Ninth street and Grand avemne

Ninth and lcGee streets, southwest corner

Eizht street and Grand avenue, southwest corner

Eighth and Walnut streets, southeast corner

Walnut street between Eighth and Ninth streets
{about Soarritt Arcade)

Welnut between Finth ani Tenth (about Gloyd Bldg.)

Hortheast corner Ileventh street and Grand avenus

Grand avemue Iast side about midway between Tenth
end Eleventh streets

Southwest ocorner Tenth street and Grand avenue

Hortheast corner FNinth street and Grand avenme{coloared)

"Phe Grand Avenue MHethodist Church and the Cerman Church at
Ninth and HoGee streets were among the first in bullding and
are now the last remaining, and the Methodist is in a new
building. The writer has attended all these churches, even
the oolored church, one or more times."

The Arbuckle home was rezed at the time tho hizh clay bank was

cut dowm and the Glendaile building erected on the corner in

This building served as an office building until the bank began prepare .-
ation of the ground far the new Federsl Heserve Bank oullding. “he first

work of razing the Glendale bullding was done by Chalrman Ramsay end
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Governor Miller. . <% (= -t
The goneral contract for the construction of the mew bullding

was signed April 15, 1520, In that contract the date set for completion
was Octe 1, 1921, It was later revised however, to Nove 16, 1921, ‘The

actuzl wreciing of the Glendzle building began Moy 13, 1920, with a force
of 45 meon, The wrecking was campleted by midnight of Junme 4th, and ex~
cavation for the new building begun June 7the The bullding committes of
the Board of Directors of the bank encountered numerous diffioculties and

obstacles in thelr campaign of plsnning for the construction of the new

building,
Objeotion to helght.

Principal among the obstacles met by the building ocommittee was
the objeotion raised to the height of the proposed building by 2 number
of Kansas City business people. The objection was raised following the
adoption of the report by the directors of the National Bank of Commerce
in ¥arch 1918, This resolution condermed the declsion of the btallding
committee to erect the structure to the ﬁeight of twenty-one stories and
was based largely on the fact that the new bﬁilding would tower above the
city's two tallost buildings at that time, tho Cormerce Trust Company's
building end the R.i. long uilding, both of which were in a direct line
west from the Federal Heserve Bank building sites Technlcally the object-
ion was based on the assumption that the city's sky line would appesr
uneven and that othsr companies or corporations expecting to bulld build-
ings in the future might again outstrip the new bullding and thus in a
morner belittle the two ramking business buildiz;gs who had pioneered the

t21l building. The resclution passed by the Bank of Commerce directors



called for a discussion with the Federal Xeserve Bank bullding committee,
on the matter of the dank bduilding's height.

The conforence between the representatives of the Bank of
Commerce and the representatives of the Federal Keserve Bank was held in
the directors'! rooms of the latter institutions There were present:
Rele long, Chairman of the objecting committee, W.T. Kemper, Chairm._n
of the Board of the Bank of Commeroe, and J.C. Nichols. Hepresenting
the rederal Heserve Bank were Chairman Hamsay, Director McClure, Highes
Bryant, aé'ent for the building, and Governor Miller. J.C. Nichols was
spokssman for the objectors, He outlined the objections and suggested
that the bank, in order to house itself properly, should purchase more
frontage and bulld wider rather then higher than adjacent builldings.

In answer it wes pointed out to the objectors, that when the
Long bullding was erected 1t far outstripped the smrrounding sky line
and no objection was raised, also that the operations of the dank reguir~
od the maximum of natural light and fresh air and that the holght of the
bullding was intended to take care of these requirements &s well as to
utilize the very high prioe& ground to the best of advantage. It was
also pointed out that the emptylng of the bullding at noon or evening
rush hours would not congest the strests at this oomelr fiearly so0 much
es the emptylng of lesser buildings on other streets, such as Main street,

The objeotion: ra-iéed, while 1t was unsuccessful, had the affect
of slowing up the progress of tho preparation for the duilding fori several
months, or until the directors of the Bank of Commerce assured the Federal
Heserve Bank directors thet the resolution of objection had been expunged
from the records, The retarding of progress came about because the -

Federal Heserve Bank directors did not desire to make the request of the re
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rederal keserve Board for th. - . . 21- Story building while there were

extant any odbjections on the part of eny Kansas City business mens
Partition wall a thorm.

Another matter which retarded for a short tims the progress of
gotting the bullding under hoadway and which was the means of en import-
ant chango in building plan, was the inablility of the bullding cormittee
to reach an zgreement with Walter Jaccard of the Jaccard Jewelry Compeny
over the north well of the proposed bullding, which wall was to abut upon
the property of Mre. Jaccard tc the north of the bank sites.

The architects for the bank proposed to lay the north cantilever
base of the building nearly 100 feet below the street level and In such a
menner as to form a base for not only the bank tuilding but for whatever
bullding might be constructed in the future on the property of r, Jaccard.
1t waes proposed to Ur. Jaccard therefore, that if hs should erect & build-
ing adjacent to the bank he could go to whatever depth he desired, using
the same cantilever supports and pay & fruction only of whetever part of
the bdank's wall he might desire to use. Ilir. Jaccard did not sae fit t;
agree to thls and it was necessary far the architects to re-arrange their
plans and place the cantllever supports et the front and rcar of the bulld-
ing and bulld only up to lfr. Jaccard's line, thus maintaining a building
separate and apart from whatever bullding Mr. Jaccard or his lesseas or

heirs might declide to srect.



CORNER STONE SERVICES.

Supplementing the report of the corner stone laying found on page in the
preceding narrative there are given following the program, list
of guests and addresses of ceremonies of April 16,1921,

~PROGRAM-
"To Thee, O Cowmntry" Federal Resarve Choral Cludb
Invocation Bishop Sidney C. Partridge
zster of Ceremonies | Asa E. Bamsay, Chairman
mying Corner Stone JeZoe )ﬂlier. Jre. Govermor-Officiating
"America the Beautiful" Federal Heserve Choral Club
Address- Federal Reserve Bank Direotor W.J, Bailey
"Ths Stars and Stripes Forever" Federal Reserve Choral Clud
"'he Star-spangled Banner" Assembly
Benediotion Bishop Thomas F. Lillls

Jom R. Jones, Musical Director

Richard B, Canterdury, Accampanist

-LIST OF GUESTS-

Oliver L. Shoup JeB.A. Robertson
Henry J« Allen - Robert D. Carey
Samuel R. McoKelvie

¥.C. Mochem

JeA. Connell G.We Snyder
J.C. Burger D.F. Callahan
UeDe Thatcher - JsRe Wise
Wed. Balley G.l. Smith

i, L. 3reldentbal FoLe Ford



H.Le. Beattie T.Ce Musller
D.N. Fi.nk G.L. D‘m
V¥« Hogan J«E. Carm
Wele loewis CeWe Watson
H.B. Henderson WeAsPe MoDoneld
¥.H, Davis CeVs Reasor
J.As Barton ¥.He Grubbs
E.Se. Irish Eede Litteer
WeKe Dnd.lay P.Pe Farmer
Chas, Linley : Wele Dumm
Coele Wilsom Yme. B. Hughes

Chairmen Asa E. Ramsey and Mrs. Ramsay
Fred ¥W. Pleming and dauchters

E.E. Mallaney and l&rs, lnllaney

Ho.We Gibson and Mrs Gibson

J«Co Mitchell and Y¥rs, Mtchell

M. L. HcCl‘ure and M!‘B- HOCIQI'G

T.Ce Byrne anl Irs. Byrne

V.Js Beiley and Mrs, Balley

R.H. l2lone &nd Xrs. lialone

C.E. Barnham and Mrs. Burnham

L.B. Earhart, lznager and Director C.C. Parks, Director

PeL. Hell, Direator John Evans, Directar

R.0. Mornell,Directox Alva B. Adams, Director

Wm. J¢ Coand, Director C+E. Denisl, Manager and Director
Geo. E. Abbott, Director Vm. Heo, Director

0,A. Burkherdt, lenager snd Director Dorset Carter, Direotor

A.C. Foster, Director T.Pe Martin, Jr., Dirsctor

L.K. Thurmond, Director

Grant X:Ferson JaEe Hart

¥.H, Foster Je«Be Bead
J«Go Hughes " Fred G. Dexmis

| Coloredo Bankers® Assn.

Albert A. Reed, President
Paul Eardey, Secrstary



Missouri Bankersa' Assn.

R.F, MoNally, President

W.F¢ Ksyser, Secretary

H.,W. Grass, President
WeWe Bowman, Secretary

Kaneas Bankers! Assn,

Nebraskn Bankers' Assn,

J+Ce Flarmmigan, President
William B. Hughes, Secretary

D.Ne Fink, President

Oklahoma Bankers! Assn,

Bugene P« Gum, Secretary

New Mexico PBankers' Amsn,

Frank R, Goon, Presidsnt
R.L. Ormsbee, Secretery

Jom VW, Hay, President

Wyoming Bankersa' Assoclation

Barry B. Hemderson, Secretary

ARERSEESCARD

Hewspaper Representotives A
Dry and M¥rs, surris Jemkins

Chas, H. Sessions
C.3, Jodbes

BsEs Stout

Ds Austin Latchaw
Uele MoCall

LB, Mickel

We«Es Hulchinson

ire. & Mrssd.8. Jackson
¥m B. Stone

Samuel Sosland

Zhe followin

C-W. Dolle

DePe Musick
.G+ Olaom
Bothan dcluiston
S.As Wyatt
lewis Dozler
H.As Nennelly
Y.do 0Ott

Clarence Ott

A.HO mim

Seds mlm -

CeDy Shew =

Wale htt.y

Grahem, Andsrson,Probst & White
Jom M. Shead & Mrs, Snead
ms. A. wm‘. th
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Vernon He Trugblood Edmunds #fge Co.
E.K. Adams Iorton Brose.
Jom Je Sherin 0Coe ¥red Hedart Mfge. Cos
Bedger Lbr, Co. Lumbermen’s Supply Co.
Stewart Send Co. Rational X-Ray Befleotor
L.Xe Comstook & Co. Vermont iarble Cos
Xornbrodt Rornice Co, Otis Elevator Co,
Bobert W« Hunt Coe. Inisely Bros,, Ince
Pittsburgh Plate Glass Co, Chas, Jolmson & Son
JePe Gilmen Standard Asbestos Hfg, & Insulating Cos
Overland Conste¢ Coe The Iamson Cos
Cecil de Groat Co. Permament Ironite Water-proofing Cos
Coen Bldge Material Co,. The Humboldt Brick ifge Coe
Paul Patton G.T. Barton

Jom HKcBeath

=2 1‘ s e

Pres. George Norlin Pres. Devis S, Hill
Chancellor Ce.E. Lindley Pres. Stratton D. Brooks
Aoting President of ilissourl University Pres. iven Nelson

Changellor Sam'la Avery

5 - fas .
Arthur Capper-Eansas Robt. L. Owen, Oklahoma
Chas. Curtis, Kansas Jolm B. Kendrick, Wyoming
Jas., A. Reed, Missouri Francis £, Warren, Wyoming
Selden Pe Spencer,dssouri Saml. E. Richolson, Colorado
Gilbert k. BHitchooak, Heb, lawrence U. Phipps, Colorado

Ueo¢ W« Norris, Nebraska
Andrisus A+ Jones, K.l
Joh W, Harreld, Okla,

Wa. N« Vaile, Colorado Chas. L. Faust, Missouri
Chas, B. Timberlake,Colo, Edgar U. Ellis, Missowrl

Guy Us Hardy, Colorado ¥illiem . Atkeson, lissouri
Edward T. Taylor,Colorzdo ' C. Frenx Heavis, NHebrasia
Deniel Re Anthony, Jre.Kansas Albert W. Joffries, Kebraska
kdmard C. Iittle, Eansas Robert E. Evans, Nebraska
Philip P. Campbell, Kansas Helvin 0. lclaughlin, Nebraska
Homer Hoch, Ksnsas william E. Andrews, Nebraska
Jas, G« Strong, Kmsas ¥oses P, Kinkein, Hebrasia
Hays B. White, Xmnsas Nestor Montaya, Few Mexloo
JeHs Tinocher, Hansas Thos, A. Chandler, Oxlahoma
Richard E. Bird, Kansas Alive . Robertson, Okxlahoma

Henry F. lawrence Ches, L. Carter, Oklahoma



J.C. Pringey, Oklahoma
Bwenk, Oklshoma

Lele Gensman, Oklahoma

V. ¥oflintic, Oklahoma

F.3B.

Jas,

Governor and Mrs, J.Z. KHlller, Jr,
Deputy Governor and irs. C.A. Worthingtom
Secretary and irs, C.E. Boerdman ;

o~
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¥nusl Herrick, Oklahoma
Frank 7. Mondell, Wyomling

Yr, and Nrs. J.7. Holm

ir,
ifr,
o,

end Mrs,
and lirs.
and Mrse

Jode Worley
JeEe Goodrich
Jo Zech Miller IIIX

ir. and irse Hughes Bryant
Bishop Thomas ¥. Iillis
Bishop Sidney Ce Zartridge
Bishop William As <uayle

Jdnvitations tos

WeCe

J«Ce HNichols

WeTe
R.A.
¥oPe
0.Cs

Scarritt

Kemper
long
Yeal
Snider

Yalter Jaccard
Herman Henrioi

Clint Oliver

Sam Ce Pearson
H.C. Schwitzgebel

E.E.
J.B
Boy

Amss
Burrow
Le Bone -

Bishop E«.Re Hondrix

Bighop Joln Ward

Judge & irse A.S5. Van Valkenburg
Judge Kimbraugh Stone

ir, eand rs. ¥rancls ¥Wilson

3irs and Mrs. I+Re Kirkwood

doyor Jemps Cowgill

Matt A. Foster, Police Commissioner
John E. Wilson, " "
Cherles Edwards, Chief of Police

(For addresses see printed copy in archives.,)



MATERIAL
Brieck - Face
Briek - Paving
Brick- Coxmon

Cement -~ Carmey

Cement - Portlend

Cinders

Ferra Cotta

Gravel

Sand -

Structural Steel

Rein. Stesl

Wood Trim

Eaple Flooring

Floor Sleepers

Crushed Rock

Lirie and Plaster

Glass

Hollow Tila

larble

Fire Escape =

Cat Stone
Limber

Elevator Equip.

Lighting Fixtures

Electrical work

Pneumatic Tubes

Summary of Material in Bullding.

1'1"'4

NUMBER CGARS VEIGHTPPOUNDS VWEIGHT TOES QUART ITY

27

3
235
16
119
31

10

118

B 8wt B ougdow o

P

2,038,320
205,200

8,986,649

1,417,920

7,633,928

567,200

2,148,100

28,779,400

8, 600,600
506,000
284,380
560,200
405,400

22,668,100

118,000
8,600,000
650,000
66,355

4,176,000
395,951

224,000
68,227

1019 357,600
103 36,000
4485 1,864,450
5,908 Ebls
20,303 Bbls
. 2,875 Yds
797 Yas
11,069 Yds
4300
253
5,646 Tas
875
59
4500
525
2088
267,360 Bd Tt
198
£
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VATERIAL NUKBER CARS WEICHT FPOURDS WRIGHT TONS QUARTITY
Paint 2 66,000 33
Ornamental & Misc. Iron 15 561,000 280
Plumbing Systems

Eeatlig Systens
Ventilating Systems
Yenetian Blinds

Herdware

Granite S

Kotal Iockers 1l 47,864 24
letal Vindows

Sheet Hetal

Kitchen Equipment



~BUIIDING EMPLOYIERT HECAP-

cmmwmm«;mungm,mxmmm .
mumber of men esployed per month dnriig the 2% months ocou- %
Pled in erecting the Federal BEsserve Bank of Ksnsas City. ¢

YEAR LORTH FUMBER F MEN HUMBER (F WORE~ AVERAGE O,
EPLOYED IRG DAYS NEE FER DXY
1920 &y 909 14 65
1820 June 2,185 25 84
1920 July 2,028 2 - 78
1920 Aucust 1,942 26 74
1520 September 1,618 24 66
1920 . Octodber 2,844 25 104
1920 Hovenber 1,539 R 62 -
1520 o Decenber 1,857 26 76
1921 January 2,575 26 9
1921 February 5,952 24 244
1921 March 9,553 2 353
1921 April 10,075 26 387
1923 By ’ 9,415 25 376
121 June 10,895 26 = 419
1921 July 9,554 285 382
1921 Avgust 8,198 27 303
1921 September 8,518 25 - 40
1921 October 8,641 26 &32
1521 Novembar - 6,008 25 240
1921 Decenbar . S¢S0 26 128
1922 Janugry 1,946 25 - o
1922 : Februsry 996 25 39 -
1922 Karch 393 19 19
Totals 23 110,449 * b&6§ - Av. 176

* The average number of man per month doring the 23 months was 4,602

T
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SUBCORTEACTORS EMPIOYMERT COSTS

-

Supte $16,433,00 Helpers . $14,400.,00
Foremen 20,168.76 Plaster Foremen 2,462,00
Watchmsn . 60,71 Plasterers 38,7563,00
Engineers 6,360,00 Sheet letal Foremen 2,412,00
Firemen 128,80 e “ Hslpers 372,00
laborars 40,602,80 Wiremen ' 54,488,00
Teams 2,104,00 Boiler Bkx, Foremen 525.10
TTucks 6,104,00 Boller Mnkers 782,20
Pitman 33.60 " " Helpers 644.90
Cranemen 16,400 Hod Carriers J24 00
Plumbers 13,040.50 Lathers 5,062,50
brillers 488,00 Iather Foremen $50.00
Blaster 340.40 Pipe Coverers 2,732+00
Steamfitter 868,00 ; n *  Helpers 1,038,80
. Helpers 123.75 Setter 5,276.10
Bridgemen 42,357.72 Setter Holpers 2,048.00
2lumber Fareman 4.,229,28 tlaziers 1,260,00
Labor L 2,154.80 ¥ixture Ben 1,056.00
Steanfitter 165400 Fixture Helpers 198,00
Clexrk 13,84 Elgvr, Const« Helpers 2,623,580
Electriclan 8,168.00 Casters 892,00
Timexeeper 302427 Appr. Plasterers 180,00
Appr, Bridgemen 1,592,90 Asbestos Work, Helpers 39,40
Gen'l. Yoremenm 1,045.00 Jrna. Iron Foremen 630.00.
kreotion " 1,267.20 Painter Yoremem 1,215,00
Hivet N 1,684,860 Roofers 1,590,40
Yard " 816400 Appr. Roofers 198,40
Painter 9,780600 Cement Finisher 1,192,00
Bridgemen Foremen 2,107.20 lasons 2,648,80
Tinners 40,00 Carpanter Foremen 456.40
Electric Helpers 528400 Shade lsn 16,00
Fitter Foremen 34195450 Iron Worker Appr. 252,00
Fitter Helpers 5,087,560 ¥osler Foremen 499,20
Fitters 12,130.87 Mosler " (Hgt) 432,00
Riggers 84680 Kleotric Foremsn 387,00
Rigger Foremen 331420 Splicers 240,00
Stone Helpers 4,067,480 Hason Foremen 125,00
Iron Workers 9,477.20 Glazier Foremen 180,00
Carpenters 35,760400 - Safe Mon 53.86
Stone Foremen 1,240,400 Pavers 132,00
Stone Setter 2,322400 Sign Painters 20.00.
Stone Cutter 824,00 table Men 528,00
Asbestos Yorker 176,00 Engravers 16400
Elsvator Constructorsd,232.00
Sheet Metal Worker 10,054.00
Orna, Iron Worker 9,206.30 Total - = = = = =« = ~ $3684,675,33



Schedule of Changes in Discount Rates and Dates Effective During the Years 1914—1921

Member Bank Collateral Notes

Fifteen Days 5 Rediscounts
Becured by Secured by Commercial Paper Commereial Paper Secured Com- Trade Acceptances
Rates in Effect U.S. War Eligible Maturing Within by U.S. War Obligations modity Agri- Live Maturing Within
Obliznhonl Paper 15 Days 60 Days 90 Days 15 Days 16 to 90 Days Paper ecultural BStock 15 Days 90 Days

Nov. 16, 1914 7% 7% 7%

Dec. 3, 1914 6% 6% 6%

Jan. 28, 1915..... . 4% 4% 4% % 6% % 6%% e e

Sept. 7, 1916...... 4% 4% 4% 5% 5% R

Dec. 3, 1915....0. ... e 3% % 4% 4% ... - vimeee 8% 6% 6% 8% % 8% %

Apr. 12, 1916 4% 4% % 4% YW e erereeemne 3% 5% 5% 4% 4%

July 24, 1916 4% % 4% % 4% % .......... e 49 5% 5% 4% 4%

Sept. 18, 1916...... - 4% % 4% % 4% % ........ s cvrrrenee 4% 5% 6% 4% 4%

Jan. 1, 1917.... clazasins 4% 4% 4% % 4W¥W % ... V— 4% 5% 5% 4% 4%

May 7, 1917...... 8% 4% 4% 4% % 4% % 3% SEesvweRes  wasess = 5% 6% 4% 4%

May 28, 1917...... 3% 4% 4% 4% % 4% % 3% 8% % cecenee b % 6% 4% 4%

Dec. 8, 1917.... 3% % 4% 4% 4% % 4% % 8% % 'L 5% 5% 4% 4%

Jan., 1, 1918...... 8% % 4% 4% 4% % 4% % 3}@% 4% ... 5% 5% 4% 4%

Apr. 8, 1918..... 4% 4% 4% 4% % 4% % 4% d% % ... 6% 6% 4% 4%

May 20, 1918...... 4% % 4% % 4% % b%U% 5% % 4% % 4% % ... 6% % b5%% 4% % 4% %

Sept. 23, 1918...... 4% % 4% % 4% % 5% 6% 4% % A% % ... 5% % b%% 4% % 4% %

Jan. 1, 1919...... 4% % 4% % 4% % b% 6% 4% % 4% % ........ b%% b%% 4% % 4% %

June 19, 1919...... 4% 4% % 4% % 6% 5% 4% % 4% % ... 6% % 5% % 4% % 4% %

Nov. 8, 1919.... 4% %&4% % 4% % 6% b% 5% 4% % 4% % ... 6% % 5%% 5% 5%

Nov. 12, 1919..... 4% %&4% % 4% % 5% 6% 5% 4%,4% &4% % o—m. b% % bX % b % 0%

Nov. 29, 1919...... 4% % &4% % 4% % 6% 6% 5% 4%, 4% & 4% % ... 5% % b5%% 6% ~ 6%

Dee. 165, 1919...... 4% % tob% b% 6% 6% b% 4%%& 6% ... 5%% %% 5% 6%

Jan. 8, 1920....4% %&5% % 5% % 5% % 5% % 6% % 4% % & b%% ... 6% 6% b%% b5%%

Jan, 23, 1920....4% %&5% % 6% 6% 6% 6% 4% %to 5% % ... 6% 6% 6% 6%

Feb. 26, 1920...... 5% &5% % 6% 6% 6% 6% 6% to 5% % ... 6% 6% 6%. 6%
*Apr. 19, 1920...... Progressive rates effective—Seé foot-note.

July 3, 1920...... 5% to 6% 6% 6% 6% 6% 5% to 6%  .oeee..- 6% 6% 6% 6%
{Sept. 28, 1920...... 5% t0o6% - 6% 6% 6% 6% 5%to 6% ... 6% 6% 6% 6%
1June 22, 1921...... 6% 6% 6% 6% 6% 6% L~ ——— 6% 6% Market Rate

Aug. 1, 1921 .. _The application of the progressive rate was discontinued

Nov. 2, 1921...... 5% 5% 5% 5% 5% 5% 5% ... 5% 5% Market Rate

*The basic line of & member bank is determined by deducting from the amount of its average reserve for the preceding month, the 35%
reserve on deposits which federal reserve banks are required by the Act to maintsin; to the remainder is ndded the amount of capital stock
paid in by the members; and this sum is multiplied hy 2%. Offerings aggregating the amount. & member bank's basic line are discounted at
the normal rnte of 6% The rate in progressed % of 1% for each bracket of 26% in exceas of its basic line. Notes secured by Treasury
S:rti!icatels oft d d Liberty Bonds or Victory Notes actually owned by the borrowing mcmbu bank on April 1, 1920, are discounted at

e normal rate.

tAdvances to member banks on their promissory notes secured by U 8. Governmcnt Wu Oblizutxonl, or on ndueounh so mecured, will
be made on the basis of the approximate market value thereof.

$The progressive rate was modified ns follows: An additional charge of 1% lhovc the normal basie rate will apply on advances in execess
of the basic amount up to and including 200% thereof. Subsequent additional advances equal to 100% of the basic amount will be subject
to a rate of 2% in excess of the normal rate. Advances to member banks on loans secured by U. S. Government War Obligations will be
made on the basis of the approximate market value of such securities.



TERTH DISTRICT WAR LOAN RECORD
History of Finencial Achisvements of the Federal Reserve Bank of
Eansas City with Personnel of District Vorkers.
* % %

The history of the achievements of the Tenth Federal Re-
serve Distriot in ralsing money in the Vorld ¥War will never be ocom-
pletely written by any one man nor by any one hundred men. Such a
history would of necessity inolude the personal saorifices of thous-
ands of men and women in the great southwest who placed their ecuntry
shead of their comfort and "bought bonds till it hurt.” Such a
history would include a detailed shronology of the mccomplishments of
esch team of solicitors in each oity and in every one of the 380
oounties that made up this Distriot during the war.

. It shall be the purpose of this record, however, to
chronicle merely the organization of the Distrioct as a financial unit
for the aid of the war against Prussianism, and the scoomplishments of
the District and each of its States during the war period.

The begimning of the World War, as it csonserned European
belligerante, was in effect contemporary with the establishment of
the Federsl Reserve banks in the United Statea, The Viorld War be-
ﬁ in 1914, while the Federal Reserve Act's passage by Congress wes
on 'Dooel'bu' 23, 1613. The Federal Reserve Bysiem was not in actual
operetion until nearly the date of the great war's outbreak, and the
European oconfliet had begun to show its reflection in Amerioce's
financial operations by the time the twelve Federal Reserve banks



were fairly ost:.tbuahod and in working order, Bo timely was the
esteblishment of the Federal Reserve System that the war finano-
ing in America fell maturally into the duties assumed by the Fed-
ﬁl Reserve lanks., And, taking the ccuntry as a whole or by Dis-
tricts, there can be t‘ound no men today who can say what financial
caleamities might hve befallen the nation under suoh stress ss it
-J._:blor:lnie\;-i.ng the war, had it not been for the organized effect of
the Federal Reserve System, its banks and its Liberty Loen Organe-
izations,

In 6old terms of dollars and cents there are given here-
with, for the seke of permanent record, the actual ascomplisiments
of the nation and of the Tenth Federal Reserve Distriot im reising
the "sinews of war,"

Subsoriptions raised in all the five loans in the United
States totaled $25,972,111,400. Of thies amount the Treasury eccept-
ed §20,477,336,850 Yot dompared with this wonderful reoord here are
the approximate totals raised by other countries engaged in the con-
ﬂioﬁg Great Brithin 820,000.000,000;. France 320,600,000,000; Itlly._.
$8,000,000,000; Canada $1,250,000,000. )

The nmumber of individual war loan subseriptions in the
United Stetes during the war is estimated by the !runry m:& s
at 66,289,900, or between cne-fourth and ono-third of the mtd.r.
population of the nation:at the close of the war. The majority of
the mmber of subsoriptions came from the purchasers of bonds of



the emaller denominations, further attesting the patriotism of the

people who made up the United States, and showing how broad was the

education which the Tressury Department and the Pederal Reserve

Banks gave to the people on the subject of Government securities.

One year before ﬂ:é issue of the bonds of the First

Liberty Loan there were outstanding $1,378,124,593 in United States

Govermment bonds and these were held almost entirely by financial

institutions or wealthy individuals.

On June 16, 1817, two billien

more had been added to bonds outstanding, that amcunt being all

that the Tressury accepted of the $3,035,226,8580 subscribed in the

First Liberty Loen., Each succeeding loen proved the inestimsble

value of the Federal Reserve banks ss a cog in the machinery that

helped win the war,

Following are the quotas, subscriptions snd allotments.

of the five loans by States {n the Tenth Federal Reserve District:

Colorado
Kansas
KEiseouri
Nebraska
Fow Mexico
Okt homa
Vyoning

Total

Colorado
Eansas
Missouri

FIRSY LIBERTY LOAN

Quota

$12,590,350
10,818,750
14,162,650
11,963,500
427,300
11,847,500
1,667,560

$62,867,600

SECORD LIBERTY LOAN

Quota
$17,616,000
f s

18,984,000

Subsaription Allotment
$18,2684,760 $12,6802,060
13,997,260 11,108,780
19,820,360 14,315,900
19,035,600 11,996,200
800,250 429,050
17,966,760 11,461,000
2,063,900 1,568,900
$51,768,860 $63,481,850

Subsoription Allotment
§23,042,860 $20,946,100
30,104,460 27,896,200
28,701,860 23,326,250
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Rebraska
Hew Mexioo
Oklahoma
Wyoming

Total

Colorado
Kangas
Mipsouri
Nebraska
New Mexico
Oklehoma
Wyoming

Total

Colorado
Kansas
Missouri
Hébroskd
New Mexico
Oklahomia
Tyoming

Total

Colorado
Kansas
Yissouri
Nebraaka
New Mexioo
Oklahoma
Tiyoning

Total

==

Quota

$29,640,000
996,000
20,988,000
3,936 ,000
$120,000,000

THIRD LIBERTY LOAN

Quota

$20,333,900
30,289,300
18,983,900
31,888,700
1,078,000
26,507,900

5,026,900
$134,107,600

FOURTH LIBERTY LOAN

Quota

-$37,449 ,600
67,080,200
40,474,700
69,045,450

1,220,000
38,500,400
7,977,500
$261,717,760

VICTOHRY LIBERTY LOAN

Suota

$28,375,360
49,442,760
31,695,150
51,907,900

»
28,382,560
6,414,550
$196,918,260

Subseription Allotment
$33,317,200 §31,184,800
1.420,“ ljseoﬂm
27,847,160 26,629,400
5,692,200 5,132,660
$160,125,T00 $136,474,900
Subseription Allotment
$31,295,750 £31,295,750 -
47.381,” 4?.381’“
29,868,100 29,868,100
50,524 ,400 50,524,400
2,228,760 2,228,760
36,057,600 38,067,600
6,737,000 6,737,000
$204,092,800 $204,092,800
Subseoription Allotment
$42,007,660 $42,007,560
73,914,680 73,914,660
46,433,750 46,433,760
76,583 ,200 75,683,200
2,144,200 2,144,200
46,685,060 45,685,080
10,183,160 10,183,160
$295,961 ,450 $295,951 ,450
Subseription  Allotment <
$30,068,160 $28,681,150
61,936,360 51,208,260
32.108 ’lw 81.‘63’860 N
1,130,850 1,042,400
31,811,700 30,186,300
7,219,700 6,862,250
$198,474,600 $192,429,300

Too much oredit cannot be given the officers and directers
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of the Federal Reserve Bank of this Distrioct for shouldering the
responeibility of raising the District's quotm of especially the
First Liberty Loan. There wes no organizetion at that time for
ralising the loan and the work was done under the direotion of Gov-
ernor M¥iller and through the assistance of the directors and officers
of the bank in written appeals to member banks to raise the quota
aesigned the Distriot.

) For the Seoond Liberty Loan a tentative organisation wms
effected in the Distriot at the instigstion of the Federal Reserve
Bank. Officers of the bank, with the masiktanee of Mr. A, E.
Butehings in charge of publicity, distributed loan literature prepar-
ed by the Publioity Bureau in ¥ashington and eerried on a campaign
largely by correspondence, sufficient, however, to put the District
over its quota. The permanent organization of the District was be-
gin in January 1918, Between Yvane some changes in the personnel
were made. Following are the names of those who served:

Roster of Liberty Lean Offiocials

Tenth Federal Reserve Distriot

J.2.iller, Jr., Governo;- Fedoral Reserve Bank and Chairman Committee
Asa E, Rgmeay, Chairman Federal Reserve Bank and Vice Chairman Committee
J.L.0Oroeg, Deputy Governor Federal Reserve Benk snd Exeo. Mgr. Comnittee
C.A.Vorthington, Menager Liberty Loen Department, F.R.B.
C.A.Burkhardt, Deputy Executive Hanager Committee, Denver
0.7.Eastiman, Deputy Executive Manager Committee, Omaha

Executive Committee:

John F, Downing, K.C. Mo. W. H. Meluoas, K. C. Mo.
W. T. Grant, K. C. Mo. J. C. Nichols, K.C. Mo.

C. G. Hutcheson, K. C. Mo. Goo. T. Trimble, K. C. XMo.
H. P, ¥Wright, XK. C. Mo, )



Central Liberty Loan Committee:

Hon. F. D, Gardner, Jefferson City, Mo.
Hoh. Arthur Cepper, Topeka, EKansas.
Hon. Julius Z. Gunter, Denver, Colo.
Hon. E. C. Dubach, Santa Fe, N. M,
Hon. Frank L. Houx, Cheyenne, Wyoming.
Hon. K. Neville, Linooln, Webraska.
Hon. R, L, Williams, Oklahome City, Okla.
Hon, J. %. Bailey, Atchison, Kenmss.
C. E. Burnham, Norfolk, Nebraska.

R. H. Malone, Denver, Colorade.

M. L., MoClure, Kansas City, ¥o.

F. W, Fleming, Kansas City, Mo.

J« ¥. Aydelotte, Oklahoma City, Okle,
Geo. W, Barnes, Muskogee, Okla.

viard M., Burgess, Omaeha, Nebraskm.

T. C. By!'ne, Mhﬂ, Hebraskm .

C. L. Davidson, Wichita, Kanmas.

Reed Holloman, Senmta Fe, ¥, M.

Robt. D). Carey, Cheyenne, Okla.

Geo. R. Collett, Eansas City, Mo.

J. W, Perry, Kansas City, Mo.

H, W, Gibson, Yuskogee, Okla.

John Evans, Denver, Colorade.

P, V. Goebel, Kanses City, Kansas

J. H. Gordon, MoAlester, Okla.

Ford Harvey, Kansas City, Mo,

¥rs. Helen Ring Robinsen, Denver, Cplo.
Mrs, T. S, Taliaferro, Rook Springs, Wyoming,
Geo. 5. Hovey, Kansae CGity, Missouri,
¥iilliam C, Irvine, Chepenns, Wyoming,
Robt, Y. Joyce, Lincoln, Hebdr,

W. T. Kemper, Kansas City, Mo.

Harold Kountze, Denver, Colorado.

J. D. Lankford, Oklahoma City, Okla.
J. C. Mitchell, Lenver, Colorado

F, C, Mitchell, Kensas City, Mo,

Jd. X, Mullen, Denver, Colorsde

F. B. Mynmford, Columbla, Mo.

Orant McFerson, Denver, Colorado,

F. P. Neal, Kensas City, Mo.

J. C. Newlin, Cheyenne, Fyoming.

J. &, Prescott, Kansas City, Mo,
Hallett Raynolds, E. Las Vegas, N, M,
Patrick Sullivan, Casper, Wyoming.

G/ ¥. Smith, Kansas City, Mo.

E. F. Swinney, Kansas City, Mo.

J. J. Tooley, Linsoln, Rebrasika.

GOO- K- vm St_one, s‘m F’. '. "
Henry J. Waters, Kansas City, Mo.
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Walter E. ¥Wilson, Topeka, Kansas.
Seoundie Romero, Las Vegas, N. X,

¥rs. Henry Ware Allen, Viichita, Kansas.
Dr. Lella E,Andrews, Oklahoma City, Okla.
¥rs. 4. D, Flintom, Kansas City, Xo.
¥rs. Howard Buey, Santa Fe, K. M.

Mrs., A, G. Peterson, Aurora, Hebrasksa.

Director W, R. Rowe

Director Speakers Bureau - Dr. E. E. Violette
John T. Wayland

Director of Publicity - A, E, Butchings
Jess M, Worley

Secretary - P. W, MoMahon

Chairman of Vomen = Mrs. Geo., W. Fuller

STATE QRGANIZATIONS

Colorado:
Stete Chairman - Farold Kountsze
State Seoretar'y‘-l Samuel D, Nicholson
H., L. Morgan

District Chairman:

F. P, Wood C. J. Moynihan
Nell lMcLean W, E. Dugzan
4. D. Thatcher HE. B. Means
E. P, Shove J. B, Roediger
Richard Broad, Jr. S. D. Nicholson
Geo. MeCarroll R. L. Snodgrass
Luther M, Beck K. L. Schuyler
Jas., P, Burney . Vechel Rigsby
C. X. Jackson Wm. Weiser
Herry Cassady J. F, HoDenald
E. A, Schliehter ' D. R. Grant
J.C. ¥oWilliems o Max Buelmsnn
D. T. Stone -7 2
Geo. Argall

Kansas:

State Cheirmsn - C. L. Davidaon
Stete Secretary- L, L. liaxey

Digtriet Chairmen:

;E_-,: Y. Freeman C. G. Cochran

%. Jo Breidenthal R. S. Bendricks
J. ¥, Landon J. P. Sullivan
Y. Vagyman E. R, Moses .

C. B. Kirtland T. C. Carver

A, E, Asher " ' P. H. Yomg .
A. D. Jellison Geo. T. Ouernsey

C. L. Davidsoa



Missouri:
State Chairman « F, C. Mitohell

District Chairmen:

I, A. Vant J. W. Perry
F, L. Ford G. M. Hargett
E. E. Montgonery . . H. A. Malin
E. A, King
Nebrasgka:

8tete Chairmen = T. C. Byrne
State Seoretary- E. F. Folda ~

District Chairmen:

¥ark Spanogle ' J. F. Cordeal

F. L, Mooney F. A, Dean .

J. W, Marvel ‘ E. R. Gurney :

Elmer Williams C. A. ¥MoCloud - -

Geo. N. Seymour E. L. Hevelone

C. E. Burnham Paul Jessen

P. Walsh Geo,. W, Shreeck
Semuel Burns

New Mexico:

State Chairmen - Hallett Raynolds
Reed Holleman -

Oklahoma :
State Chairmen =«
A, E., Ramsay N. R. Graham
J. H, Gordon Chester Westfall
L. E. Paillips
Distriet Chairmen =« .
R. ¥, MoFarlin C. H. Martin
H, H. Ogden E. D. Foster
Fred T, Miller W. B, Johnason
A. E.Stephenson Lee Levering
W. Ho Domm E. Do Blndlln
Wyoming :
State Chairmen =«
J. W. Lacy Nellis E. Corthell

Patrick Sullivan

In addition to the war loans ratud by the oontrnl a--, =

pniza.tion of the Dhtriet the Government Loan and Bavings a-mi-



sation of the District conducted a great campaign for savings and
Government Savings Securities throughout 1918 and even earried ouvt
the work eontinuously through 1920, and ere still engaged at the
present date, A wonderful work in educating adults as well as
 children in habits of thrift was dome by the organization, and the
funds raised through this work mounted up into the millions despite
the small denominetions of the securities.

Following were the sales during the war period:

No. Pleces Sold - Amt., of Sales Maturity Value

Yar Saving Stamps 7,287,945 $29,072,514.76 $36,439,
Thrift Seamps 3,107,351 776 ,837.76 776,837.76
Total $30,749,162,60 $37,216,662.76

Certificates of Indebtedness

The sales of Certifiontes of Indebtedness imsued in

anticipetdén of the various Wer Loans and made through this institution

were $563,616,600.00

L e



BRIEF HISTORY OF THE OuAHA BRAWCH,FEDERAL RESERVE
BANK OF EANSAS CITY,PREPARED IR CORNECTION WITH
LLTING OF COELZR OTCKNE OF TRE RE7 HOME OF THE
FEDZRAL RESZEVE BARK OF THZ TINTH DISTRICT OR
ADRIL S i ) TINE ' 50

M H

e £ NT

The amendmant to the Federal Heserve Aot permitting the estab-
lishment of branch banks was passed in Jume, 1917, and on July 15th
following the MVederal FReserve Board suthorized the establishment of a
branch of the rederal Reserve Bank of Kansas Clity at Omeha, Rebrasksa,

The branch thus anthbrized commenced dbusiness on September 4,
1917, with reserve deposits of $135,654,9563,70, and was the second brangh
to be established in the United States.

The territory of the Tenth rederel keserve District assigned to
the Qmha Branch from the beginning ocomprised the states of Nebraslm and
Wyoming, with areas in square miles of 76,808 and 97,548 emd populations
acocording to 1910 cemsus of 1,192,214 and 145,965, respectively, 7The
1920 census gives the population of Hebraska 1,295,502 end Wyoming,l194,402.

The Omaha Branch Zone is distinotively an agricultural and
stock-ralsing section, The agriculturel activity of ths 3tate of Nebraska
includes the producing of corm, smrll grains, sugar beets, and alfalfa
hay, while the range seotions of the western portion of Nebraska and the
State of Wyoming afford excellent faclilities for the raislng of cattle
and sheope 4180, Wyonming, 13 the leading wool-growing state in the Union
and as a producer of crude 01l ranks third among the states of the Yenth
Districte.

In the territory served by the Branch on the opening date there
were 1,224 banks, of which 227 were nationsl; the remairder operating under
the laws of their respective states. Of the state banks qualified to
become members of the System, one, the Bank of lewellen, kebraska, had
beon admitted to membership when the Branch openeds

?o date tho membership of theo State of Nebraska is comprised of
168 national bomks and 22 state banks, out of a total of 1,196 banks for
the state a3 a while, while the membership for the State of Wyoming is
comprised of 47 national banks and & state banks, out of a total of 158
banks for that statee.

The origzinal directorate was composed of the following:
Iather lreke, Omahsn, Nebraska, President, XMerchants HMNational SHank;
JeCo McNigh, Omaha, Nebrasks, Owaner of the HcRish Cettle loan Company;
O.Te Bastuwan, Omaha, Nebraska, designated Menager and Chalrmen of the
Board of Directors; ir. P.L. Hall, Lincoln, Nebraska, President, Central
Hatlional Bank and H.O. Marnell, Nebrasia City, Febraska, Cashier,
Merohants National Banks

At the opening of the Branmch ir. E.D. MoAllister of Eansas City,
was designated Cashier, the number of employees at that time being 17,
At the present time the number of employees is 144



From the beginning the Gmaha Branch has enjoyed full povrers
with ths exception of capital stock isswes, end certain fiscal agenoy
functiona. Also, the franch is permitted to engayc in open market
operations only subject to the orders and ror tihe account of the parent
bank, the same being trus of reuiscounting privileges with other Kederal
Resarve Bonks,.

In Juno, 1919, the¢ Branch coumenced settling direct with other
rederal Heserve Banks and Branches tkrough the gold fund of the varent
bank,

The volwme of transit operations has incroased from 2 dalily
average of 2,768 items landled at the opening of the Branch to the present
dally average of 31,000,

Currency transactions also show & lnoreasaed volume a2nd have
reachod ths proportion of F2,000,000 received amd delivered monthly,

The department of the Omaha Branch relative to fiscal agencay
functiions has likswise shown 2 meried growth, the fovermment's fiscal
operations being responsible for the large voiume of Liberty loan
coupons and bividend Cheoks, Caertiflcates of Indebtedness, wWar vavings
Stemps, &nd Deposits for General Account of the United States rreasurer,
handled.

The meximum and minicmm of branch loans from the openinz of
the branch are here shownm:

Tear Hinimm Mnx
1917 g 2,165,000  £12,838,000
1918 2,365,000 28,187,000
1919 7,457,000 41,902,000
1920 28,243,000 42,267,000
1921 (To larch 31st) 23,000,000 31,900,000

The figures reflsct demends growing out of war financing and the strain
ingldont to economic readjustment period thereafter.

: Hember baonks have more and more availed thamselves of the free
service affordod by the Branch, such as transferring funds by telegraph,
absorbing transportation costs including cost of telegrams in conrection
with owrency transastions and the performance of the funotions of a
clsaring houso for 1ts merber banks, The service last referred to embraoces
the collection at par of cash items on all bankxing institutions of the
Branch Zonse in accordance with the provisions of bection 13 of the rederal
laserve Acte

Decanmber 31st, 1920, total gross earnings of the Branch since
openinz were ©3,778,407.40 &s ageinst totel expenses for the same period
of $689,141.87, resulting in net earnings of 33,114,265.55

The Omaha Branch is sn honorary member of the Qmaha Clearing House
Assoclation and effects dally clearings with nine nationnl banks located in
Greater Cmaha,
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Increased volume of business in all departments of the Branch
has made additions necessary to the clerical force of the Auditing
Department. This department mnkes an audit of each other department of
the Branch at least once a month, and als kseps a current or perpetual
audit of all transactions of the Discount Department and maintains a dally
control on all cash and collateral held,

On lay 24th, 1920, the Federal Heserve Bank of EKansas City
purchased as a permanent home for the Omeha Branch, the premises known as
the ¥arnam Bullding containing 40,421 square feet of avallable floor space
at & cost of {165,000, Some remodeling of the quarters which the Branch
occupies hnas been nade and further important changes are contemplated,
whioh vhen completed will result in the Mranch utilizing 15,300 square
foet of the building purchased.

On Janmuary, 1920, ifrs (eo. A. Gregory was designsted Assistant
Cashier, On March 1lst, 1520, ir. L.Hes Barhart formerly Assistant Cashier
of the parent bank succeeded Mr, J.T. Eastman as Manager and Chairman
of the Board of Directors of the Branch. On Msy lst, iMr. ?.Hs Fredman,
formerly Cashler of the Denver Branch succeeded lMr. Z.D. McAllister as
Cashier of the Omzha Branch. In July, 1920, ir. W.De Lower formerly
Chief Clerk was designated Assistant Cashier and placed in officiel
supervision of Transit Operations, at which time ifr. William Phillips
was designated Chief Clerks fThse present directors amd officers of the
Branch are, as follows:

Directors Officers
irs He O« Xermell ¥Mr. L.He Barhart, maeeru
’ Dr, P.l. Hall Mr, PsRe Fredmn, Cashier

Hr. Geo. Be Abbott ¥Mr, G.A. Grogory, Assigtant Cashier

lre W Jo Coad Mr., WeDe lower, Assistant Cashier

Mres L.Hs Earhart Ir. 7. Gordon sandﬂrﬂ, Asgsistant
¥ederal hkeserve Agent and Branch
Auditor.

Early in 1920 lir, Geos K. Abbott, President of the First Kational
Bank, Cheyenne, Wyoming, was elected a diresctor of the Branch to fill the
vaoancy caused by the resignation of Mr. J.C. McNish, Ur. #.Js Coad,
Omehe,, Nebraska, Vice President of the Packers Kational Bank, was elected
director of the Branch on Merch 24, 1921, to f£11l the vacancy created by
the death of Ir, Luther Lrake.

A Discount Committee consisting of the ianager, the Cashier, and
one Direotor, any two of whom constitute & guorum, are elected dy the Board
of Directors to serve far a period of ono month,

The foregoing narrative history evidences a marked growth in the
Branch itself as well as a material development in the territory which it
serves and 1s believed to be conclusive 0f ths benefits of the Federal
Heserve bystem to thoe Nation's industry ani conmerce.
Hespectfully submitted,

(Signed) L.4. xarhart, Banager



8ince the history of the Ommha Branch was compiled on the
occasion of the laying of the corner—-stone for the new bank building
in Kansas City the following metters of interest have transpired:

LOARS

The loans of the Branch, by the end of the year 1921 had
dropped to $17,636,599,84 wich was the lowest figure touched since
1919. The highest point reached during 1921 was $36,421,386.50 end
the lowest was J314,325,614.556. 208 banks received accommodations
during the year. These figures reflsct the economic readjustment
poriod through which the notion has been passing.

HMEMBER BANKS R=SERVE

The average dally reserve maintained by members in the QOmeha
Branch zone during the year 1921 was $14,646,33%.00 against a dally
average of §16,702,309.00 for ths previous yesar. Irprovement was
manifested in the actual reserves maintained by mcmbers corpared with
their requirements and w=s reflected in 2 decreased number of deficlencles
and a smeller amount collscted on account of penaltlies for deficlent
reserves. ¢24,187.27 was collected from this cource in 1921 corpared
with a total of $60,765.58 for the year 1320.

-DUE TO HEAD OFFICE

The sccommodations granted members ir the Juahz zone durlng
1921 continued in excess of the reserve deposits maintained, conse-
guently the Branch books showed an indebtedness to the parent bank
which fluctuated throushout the year from & minimum of $1,066,934.00
and §$19,242,566.00, a maximum.

MEMBERSHIPS

The close of the year 1921 finds a net decrease in the total
membership of the previous year of 13 members aznd a galniofitwo. The
decrease of 13 mémbers 1s accounted for by seven suspensions, 4. withér... s
drawals and 2 mergers. The two gains commrise the Pirst Rationel Bank -
of South Sioux City, & new bank which was organized but which went into
liquidation early iu the year 1922 and the bank of Van Tassel, Wyoming,
which was added to the 1list of State Bank mewbers in the year 1921,

TRANSI2 DEPARTHENT

In June of 1921 the names of 172 non-member banks located in
Nebrasks and ten non-member banks located in Wyoming appeared on the
aon~par list isswed by the Federal Reserve Board. These uemes oonstituted
the banks who refused to remit at par for items drawm upon them and whose
transit relations with the Branch were not satisfactory.

The daily average number of translit items handled by the Ommha
Branch for the year 1921 was 27,297 which shows a daily average imorease
in the number of {tems handled of 2,195 notwithstanding the additions to
the non-par list since June of the past year.



The dally analysls record of outstanding member and non-member
collection acoounts for the zone indicates that such collections ers being
made well within the published time schedules,

TELEGRAPHIC TRATSFZR SERVICE

The extent of the free service rendersd to member banks in ths
matter of teleographic transfer of funds is shown in the report of 1921,
The tot2l number of transfers between the (Qmaha Branch and other Kederal
Hesaerve Banks and Sranches, including those within District Ro. 10 was
17,281 involving an aggregate ammount of $536,961,179.94.

CURR=MCY LIDVEMENT

The operations of t.he cwrency department for 1921 shows an
increuse over previous years. A total of 140 member banks or 56% of
the total membership received asoommodations direct, elther through shij-
ments of currency to the Branch or ths shipment of cwrrency %o the member.

Durinz the ysar currency to the amount of 320,710,000 was sup-
plied to banks in the Branch zZone. OSilver and subsidisry ooin was sup-
plied to bankxs in the emomnt of 5371,000.

October 29th, the Branch was authorized by the Treesury Depart-
ment to perfarm sub-treasury functions and received the necessary equip-
ment in the way of currency cancellins nachinesa

United Stites notes smd other Covernment issugs are now redecmed
and cancoelled by the Omsha Branch before belug forwarded to the Treasury
Departmout .

o b d . 8 I Xa ke
FPISCAL AGEECY

The yzar 1921 the volums of irensections handled by the Miscal
Agency Department cf the Branch exceeded that of previocus years,

' In addition the Branch, acting as Fisoal Agents for ths War
Finsnce Gorporation, disdbursed a totel to epplicants in Rebraska of
$3,804,550,18 to the close of the years

EARRINGS AND EXPENSES
The net income for 1921 was $969,621.28 refleoting a decrease
of $766,041.42 over the net incoms for the previous year. This falling
off is almost wholely eccounted far by the decrease in the volume of
earning assets held throughout the years
The expenses do not show much variation from the previous years
BRANCH DIRECTORS

Ho chenge has taken place in the Branch Directorate since the
history for the laying of the ocorner-stone was written.



OFFICEES ARD EMPIOYEES

In June of 1921 ¥r. T. Gordon Sanders, Assistsnt Federal
Reserve Agent and Brench auditor was transferred to Kansas City and
was succeeded at the Branch by Mre Judd W. Jones,

In June also, ¥r. William Phillips, previously Chief Clerk,
was elected sm issistant Cashier of the Branche.

The number of employees at the close of 1921 was 123 oom-
pared with 129 at the close of the previous year.

CORCLUSION

The conclusion drawn from the detailed report previously’
submitted at the close of the year 1921 was that the banks served by
the Omaha zons are gradually working themselves into a strong finangial
position and that a greater appreciation of the service rendered by the
rFederal Heserve Bank is becoming manifest, duw to &8 better understand-
ing of its purposess  This statement has been corroborated dy events
during the early months of the year 192Z2.
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A EECORD OF THE DINVER BRANCH OF THE FEDZRAL RESEAVE
BAK OF KANSAS OITY ) BE DEROSITED IN THE TRLASURE

The Denver Sranch was opened for business on January 14, 1918, pursuant
to authorization of the Board of Directors of the Federal Reserve Bank
of Kansas Citys The terriiory assigmed ths Branch wes the State of
Colorado and the ten counties in Few Mexico which are included in the
Tenth Federal Reserve District; the member banks in thet zone having
the option of transacting their business with either the main office or
the Branch.

The Branch began business in the Continental irust Company Bullding, row
xnown as the Interstate Trust Bullding, at the corner of Sixteenth and
lavrence Streets im Denver, Colorado, and at the time of tals writing is
still in that bulldin;, The guarters at first taken consisted of approx-
imately one-half of the second floor being 2784 square feet of floor spacs.
On July lst of the same year the remainder of the floor was taken making
the total floor space 858563 square feet. The growth of the Branch con-
tinued and on Herch 1, 1921, additional rooms on the third floor consist-
ing of 792 square feet were added to the woriking space,

The Branch at first operated on a modified plan, the ember banks! ac-—
counts being carried at the head office iIn Kansas City and reports of
tronsactions being reported dally for entry in those accounts. Experience _
soon demonstrated that the plan was impracticable owing to the distance
from the main office and that it required two days for mall to pass from
one to the other. Therefore on April 1, 1918, the accounts of the mem-
bers in the territory were transferred to the Branch and those members
began transacting all of their business with it.

The Direotors of the Branch at its opening were HON. ALVA ADAMS of Pueblo,
Colorado; MESSRS. JOHN EVANS, ALEXIS C. FO.TER, CLIFFORD C. PARKS and
CHARLES A, BURZHARDT, of Denver, Colorado.

Mr. Burkhardt was appointed Manager and holds that position at this tim./

The Board remained unchanged until Janwary 1, 1921, when ALVA B. ADANS .
of rueblo was appointed by the Federal Heserve Board to succeed Alva Adams;
the other four named above being again appointed far the year 1921, and
with Alva B, Adams constitute the Board at this time,

MR, PHILLIP R. FREDMAN, who was in ths employ of the parent bank, came
to the Branch at its opening and was appointed Acting Cashier, He held
that position until Janusary 1920 when he was made Cashier. On MRy 15,
1920, he was transferred to the Omaha Branch as its Cashier.



On May 27, 1920, MR. JOSE®H E. OLSON, who had been in the employ of the
Branch since May 15, 1918, was appointed Cashier and LXR. ALBERT J. CORWAY,
who became assoclated with the Sranch on April 9, 1918, was appointed
Assistant Cashier. In Januvary 1920 HR. REUBEN W. SMITE wes appointed
Braneh Auditor. '

At the opening of the Branch thore were elsven employess. By the close
. of the year these had increased to thirty-elght; on LVedember 31, 1519,
there were fifty-six employees and one year later eighty-two. On April
1, 1921, these had increased to one hundred six.

The number of member banks in the zone at the beginning of business was
one hundred thirty-four; on Lecember 31, 1918, there were one hundred
forty, the number inoreasing to one hundred fort;-six by the close of
1919 and one hundred fifty-nine by ths end of 1920. At this writing
there are one hundred sixty-one members, being composed of one hundred
forty-fowr national banks in Calorado, twelve national bsmks in New
Mexico, and three state banks in Colorado, and two state banks in New
Mexioo,.

The volume of business transacted by the Branch has shown 2 gradual and
constant increases. At the close of 1918 the dally average number of

items handled was epproximately 9,000. The dally average for the month
of December 1919 was 18,457 and for the same month in 1520, -was 21,598.

Durinzs the year 1920 the Branch discounted 15,351 notea hnving a value
of $262,615,992,40. One hundred and twenty-six of the banks assigned
to the Branch availed themselves of the rediscount privilege during the
yoear.

The Branch has supplied the members in its zone with their currency
requirements end has received from them deposits of currency, the former
amounting to %25,781,000,00 and the latter $32,696,000.00 durinz the year
1920,

A Government Department 1s maintained amd during the year it pald for the
account of the Government 198,318 United States Treasury varrants amount-
ing to $29,166,512.14, 1t also pald for Government account 870,047 cou-
pons from Liberty loan Bonds and VYictory FNotes and 497,425 war Savings
Stampss It received the deposits of the Collsctor of Imternal Hevenue
emounting to $37,273,337.17 for the year 1920.

The Collection Department has shown a continued inorezse indicating that
menber banks are avallinz themselves more and more of the collection
facilities provided by tho establishment of the Frederal Heserve Banks.
During the year 1920 8,244 collection items amounting to $22,403,891.05
were recelved of which 7,564 smounting to $19,843,634.05 were collescted,

The relations with our member banks lnve been pleasant and no controver-
sles of serious nature have arisens <the same can be sald of our relations
with the non-member banks in the zZone, this fact being corroborated by

the faot that the Branch i3 collecting at par checks drawn on &ll banks

in its territory. .



Complete harmony prevails among the officers and employees and all show
a desire to perform their duties in & manner that will reflect credit
upon the Branch,

The young men in our employ have a clud looking t0 ths welfare &nd
pleasure of all. A base dall team represents the Branch in the looal
Bankers league and it held third place out of eight contestants at the
close of the 1920 season.

4 baskatball team also represents the Branch in & league compoaed of teams

represent ing various banks and this team won first place in the winter

ceason Just closed,

The young ladiss of our foroe also have a club known as the "Beta Eho Phi"®

of which Ers, C.A. Burkhardt is the Patroness. The purpose of this clubd

13 prinecipally sociel dut it 2lso looks to the welfare of its members,
(Signed) C.A. Burkhardt

Yanager.



A BRIEF EISTORY OF THE OKLAHOMA CITY BRARCH
OF THE FEDERAL KESERVE BANX OF EANSAS CITY, FROM THE
DATE OF ITS OPERING TO APRIL 16th, 1921, THE DJATE OF
THE LAYING OF THE CORRER STQE OF THE PERMANENT HOME
OF THE FEDERAL RESERVE BARK OF KANSAS CITY.

Acting under authority of the Federal Reserve Board, the PFedsral
Reserve Bank of Kansas Clty on August 2nd 1920, opened 2 branch in the
Continental Building, at the coi-ner of Second Street and Broadway, Jkla-
homa City Oklahoma, the branch being officially designated as the Oklshoma
City Branch of the Federal Esserve Bank of EKansas City.

Governor Je.Z, Mlller, Jr., Federal Reserve Agent Asa E. Ramsay,
Director H.V. Gibson, and Assistant Cashier L.P. Tyner, of the Head Office
were in attendance at the first regular meeting of the Board of Directors
of the newly organized branch held on the opening deys The Directors of
the branch, 211 of whom were in attendance at the above mentioned meeting,
were: C.E, Daniel, Chairman of the Board, Dorset Carter, William lMes, and
E.Ks Thurmond, all of Oklshoma City, emd P.C. Dings, of Ardmore, Oklashoma;
Lesers Dings, Carter and lmniel being zppointees of the Board of Directors
of the Parent Bank and Messrs lee end Thurmond appointees of the Fadax;aiA .
Reserve Soard.

On January 1st, P.Ce Dings, wvho had removed his residence from
Ardmore to Chicago, was suooeedéd on the Board by %.P. Martin,Jri: of
Oklahome Citye.

As evidence of the welcome cxtended to the new branch and as
tokens of the &ppreciation of the efforts of those responsidle for its
establishment, the offices were profusely decorated with cut flowers

presented by the banks and business houses of Oklahoma City.



The active management of the bank was vested in U.E. De.niel,
as Menager, R.0. Wanderlich, as Cashier, both of whom had been for a “\

consideradble period prior to the opening of the Branch, in the emnl’dy-: '

\

of the Federal Reserve Bank of Kansas City. R.L. ¥athes, also previons-*

ly with the Parent Bank, was in charge of Audiung,

The territory allotted to the brauch was all of the State of 5j'~-1

Oklehoma, with the exception of eight counties in the aonthea.storn part *
of the State, which were in the Eleventh Distriot, amd the operative
powers and functions of the Branch were at the direction of the 3931':10 ‘/‘
briefly:

To receive deposits from banks within its zone and to make

payments of money for and in behalf of the Federal Reserve Bemk of Eaana.a

Citys

To maintain and operate departments for the clearing eand col-
lecting of checks, drafts end maturing notee and bills;

To receive from member banks within its territory applications
for discount of eligible notes, and offers for sale of cable transfers,
bankers' acceptances and bills of exchange, and to transmit such appli-
cations and offerings with recommendations to the Federsal Beserve Bank
of Eansas City for final actiony and

To perform such other duties and services as might be re-
quested of 1t by the Federal Heserve Bank of Eansas City, and by the
Federal Heserve Agent of the Tenth District.

It was antioipated that the Transit Department of the btranch
would probably be celled upon to handle atout Twenty Thousand checks per
day, and with this volume of business in mind, fifty people Ird been em-

ployed for the various positions. It was soon demonstrated, however,

=S R



that the volume of business to be transacted had been \mdereat_imtod,:as
in actual prectice the branch was from the start called on to handle checks
of an average number of Forty Thousend each daye It was therefore found -
necessary to make & considerable addition to the opening forse, The la.rgo\lt
nurber of items handled during the first six months of the Branch's exist-
ence was exceeded by only one other Branch Bank in the United States, vizmi .\‘-.,_
The Pittsburg Branch of the Federal Reserve Bank of Cleveland,

There being noc vault ir the buillding ocoupied by the Transit
Dopartment, suitable srace was acquired hy lease in the vaults of the

Americm Eational Bank, situsted at the cormer of laln and Robinson Streets,

and due to the delay in delivery of the mecessary vault equipment, the opens -

ing of a cuwrrency department was delayed until December 1st 1920, but the
volume of business tranascted by that department after opening, was, like
that in the transit department, greater than anticipateds

4 private wire was maintained between the Branch Office and
the Eead Office from the date of the opening of the branch, by means of
which the Parent Bank was enﬁbled to enter on its books in Kansas City,
on the date received and disbursed, &2ll receipts and disbursemeonts of
tone branch without resultant confusion, »

On the 31st day of March 1921, ths branch bank had in its
employ, & very efficlent force of Eighty Five people.

¥hile the Federzl Reserve Bank of Ksnsas City, wae prior to

the opening of the Oklahoma City Branch expeditiously hendling all

- 4
S

Oklahoma items received there, thp faot that after the Branch was opemed 2

the number of {tems handled by it, while at the same time $he mumber of :./

I 5

i



items handled dally by the Parent Bank were apparently om the inorease,
was concluasive proof that tle branch was in e ]arge mmremlﬂ.lling
the purpo;e for whioch it was established, that of rendering to the .
supporting member danks, the groatsst amount of service pqﬁd'i'él;:;fj:_»
Hespectfully submitted, " |
(Signed) C.E. Daniel .

Mansger,. Wciw Srench, -
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Mr, E, P. Brown - Cleas C director - (May 29, 1931).

Succeeding Mr. Mages,

Mr. Brown comes from an old Lincoln family, his father having
been Guy Brown, State Librarian in the eerly days. ¥r. E. P,
Brown graduated from the State University in Lincoln, with high
honors, eand for a mumber of years was a successful practicing
attorney in this eity, (Lincoln) with very bright prospects.

His heslth failed, and ebout twenty years ago he discontimued

his legel business and went on his farm. Health fully recover-~
ed but eontimmes farming operations. Does a great deal of read-
ing and some writing. He served for some time as a regent of
the State University. Also served for a period as state senator.
Owns 180 nere'fambelear of encumbrance and keeps same well stock-
oed. Is considered a man of umsual intelligence, well read and
of broad educstion - perfectly sound in his views. Age - about
57. (Above 1n1’orn‘:ation rran P. R. Eesterday, V., President, First

National Bank of Lincoln.) '_
Address given as Arbor, Nebraska, ebout 10 miles north of Lincoln,




BAILEY, WILLIS Je , Was born et UMt Carmel, Ills., October 12,
1854 and received his education in the sadhools of Wabash County and at
the Illinols State University. At the age of twenty-five he came to
Konsas and on July 14, 1879 settled on & farm in Nemsha Cowunty. And,
although he has been at various times since then 2 politician, banker
and legislator, he has remeined at all times primarily, a progressive
agrioulturist,

In 1868 ilr, Balley ws eleoted on the Bepublican ticket as
state representative and in the legislature proved ths champion of the
farmers and stock growers of his state. . His popularity among the
busineas men and farmers of Eansas, emd especlally among the Republioc-
cans, was instrumental in his election for govermor in 1902, whéen he
succeasfully defeated Wm. H. Craddock, Demooratic mayor of Kansas Oity,
Kansas, also a very popular men in the state. He was inaugurated
governor Jan. 12, 1903, One of his first acts was to recormend to the
state legislature an additional §100,000 eppropriation for thse Kansas
display at the Loulslans Purchase Exposition in S5t. Iouis in 1904, a
display which galned world fame for Kangas industry, agriculture and
education. Again in 1903 end 1904 1t was ths business ability of tha
sovernor which gulded the flood stricken cities of that state toward
a2 soiution of their problems of refinancing and rebuilding the striak-
en ereas in tom and city 2long the rivers., His administration
throughout was one noted for economy and good business Judgment.

While Mr., Balley was a bachelor at the time he was elected
governor, his marriaze with Mrs. Ida Alberta Weedd occured on June 10,
1903, six months after his eslections The reception held for the
governor end his bride at the Kansas capitol was one of the notable
social events in the State's historye Another notable reception held
in the honor of himself and wife was on Septe 20, 1904, at the Ksnsas
day celebration during the loulslans “uwrchase Exposition.

In politics, &8 1n business, Govermor Bailey bears ths
reputation in Eansas of being a fair fighter, a champlon of worthy
and honorable principles amd a believer in & conservative people who
do conservative things, His policy was also a constructive policy and
he did not adhere to the fads of refarmers unlessthe reformers hed
a feasible plan of bettering conditions,

Governa Balley was championed by & host of friends and
admirers for the position of Class A director when the orgenization
work for the new Federal Rescrve Bank began, He had strong opposition
dut won over hls opponents by reason of his omn abllity znd fitness.
His reputation in the state had pointed him out as ably fitted for the
position, and bis record in thet position has since fully justified the
ambitions which hia friends had for hims BHe wes elected in 1914 and
by lot was chosen for the 2-year term. He was re-elsoted, effective
Jane 1; 1917 and sgein Jan. 1, 1920, On June 22, 1922 he was eslected
governor- of ths bank to suoceed J.Z. Miller, Jr. who resigned. .



Cheracteristic of Governor Bailey was his spirit of fairness,
“hile he held out strongly for his ideals, vhen he lost Le hams a good
loser. If a vote placed him in the minority, he was the first to
Join hands with the sucocessful ones snd promise his support in their
behalf,

BARLEY, GEORGE EDVARD:- Born July 20, 1872 at Washington, Eas., where
he resided almost continuously until 1917. He finished high school at
Vashington and attended achool at Atchison® Eas., since which time the
greater pert of his life was devoted to different lines of banking,
fifteen years of which he was cashier of the first Hatlonal Bank of
Washington, Kas, Ho came to the Fedaeral Beserve Bank in 1917, enter—
ing the Fiscsl Agency Depertments Here he organized the War Savings
Division of that Department and later became menzger of the Certificate
of Indebtedness Division. He was mepde assistamt cashier Fed. 27, 1919,
and in January 1920 was placed in charge of the Accounting Depertment
and the Analysie and Member Bank Heservess Since 1920, he has
been supervising officer of the Discount Department.

BOARDMAN, CHARIES RNIGHT;- Born Janyary 28, 1882 at Odebolt, Ia. VWhen

he was ten years old his parents removed to Des loines where he attended
the public schools, including the Forth Des Moin : High School, after
vhich he was employed with the United States weather burseau in 1898 and
1899, He ocompleted his education in the Iowa State Ccllege at Ames and
the University of Wisconson at ¥adison, taking an agricultural course in
the former institution and studying lew in the latters In 1903 he
removed to Okoene, Okla., where ho was connected with the First Rational
Bank for about ten years. In 1913 ho became seoretary of the State
Bankers Assoolation of Oklshoma with offices in Oklahoma City. This
position he held until November 1, 1917, at vhich time he became active
with the Federal Reserve Bank as assistant Federal Reserve Agent. later,
on he was made seoretary to the directors of the banks Mr, Board-
man was married October 25, 19056 to Miss Mabel Bowen of Carroll, Iowa.

BORLAND, WILLIAXM PATTERSORs3~ Born at lLeevenworth, Kansas, Oct. 14, 1867,
Came to Kansas City ln 1880. Graduated in 1892 from the Iasw Bepartment
of the Unlversity of Michigan. ZFelped organize the Kansas City School
of law in 1895 and was its Dean for 15 years until he resigned to go to
Congress in 1910, Was married in 1904 to Owne Winants, daughter of W.H.
Winants, a Eansas City banker. He is author of a text book on the law
of Wills and Administrations, slso joint editar of Kelley's Treatiss oxn
Probate law, Died while abroad in 192 .



BURKHARDT, CILARIES A.3- Born Jenuary 2, 1869, at Cezlifornia, Mo, He was in
ths morcantile businses at the same town from Junc 1886 to Janvary 1, 1890,
On the latter date he became a bookkeeper in the rFarmers & Traders Bank of -
his native town. On January 1, 1893 he was made Assistant Cashier, and in
November 1896, was meds Cashier of thot bank, He held the latter position
until August 1, 1905, when bhe resigned to accept an appointment as State
Bank Examiner in Missouri. He held the position as txaminer until August
1, 1907, when he returned to the FKarmers & Traders Bank as Cashier. He
resigned that position on September 1, 1908 to become Cashier of the Produce
Exchange Bank of EKansas City, ko, In Merch 1910, he became Assistant Cash-
ier of the National Reserve Bank of Ksnsas City, ¥o., vhich position he
resighed on Jane. 1, 1914 to move to Denver. When the Danver Branch of the
Yederal Heserve Bank of Kansas City was authorized in the fall of 1917, he
was elected a Director and lansger of that Sranch and becsme assoclated with
the Mederal Neserve Bank of Zansas City, on December 1, 1917, and on January
14, 1918, the benver Branch was opened with him as Ilamager, The latter
position still being hsld.

BYRNE, THOMAS C.:-Borz in St. Joseph , Mo., and first started to work as a
messenger boy in the wholesale dry goods house of Erittain, Ovelman & Co.
in 1874, when he w8 14 yoars olde His experience and training in the
wholesale dry goods business was very general and he occupied successively
positions of office boy, shipping and receiving clerk, stock clerk in the
merchandise end of the business, bhouse salesmen, traveling szlesman, and
later as buyer and department manager. 9On Januery l, 1890, hevas active
in promoting and establishing the wholesale dry goods business of Hichard-
son-Hoberts-Byrne Lry Goods Co. Ten years later he moved to Qmha where
he became Zresident of Byrme & Hammer Ury Goods (o, of that citye.

ire Byrne became Class B Director on the Board of the rederal E#serve Bank
of Xapnsas City when the bank was establishled in 1914. :ir. Byrne at that
time was elscted by the member banks of Group 2, and he was also elected
to succeed himself by the banks of Group 2 for hls present tem, which
comnencad January first of this yeare

DOWRING, JOBEN Fe3~- Born in Illinois, in 1854, He entered
the banxing businesz in his native state but came to Kansas City eas
paying teller at Armours from 1882 to 1885, He engaged in the real
estate and loan business from 1885 to 1889, He became president of the
New England Hational Bank in 1898, He married Miss Jessie Burnhem of
Illinois. A



CROS8 ,JOHK LEILARD i1~ Born at Pelham, Ala., ¥arch 16, 1886, son of
¥r. and Mrs. William Shelby Cross. He wes educated in distriot
schools of his native town, and his advanced educavion was received
at Howard College, Birmingham, Ala, His early business comections
wore in Birminghsm with the Southern Rallway, emd finslly with the
First Nationz2l Bank, with which latter institution, W.2.G. Harding
was connected until he became Governor of the Federal Reserve Board,
When Mr. Harding went to Washington to take up his position for the
government, Kr., Cross also became connected with the Board at Wash-
ington as Federal Reserve bank examiners '

It was in comnsotion with his examination of the Kansas City bank
with J.4As Broderick in FNov, 1915, that Mr, Cross became acquainted
with the officers and directors of the bank, At the completion of
this examination Hr. Cross was loaned to the bank by the Federal
Reserve Board to establish some new methods in comnection with the
benk operations. Ilater, on Jans 11, 1917, Mr, Cross beczme deputy
governo- and served in that capacity until his resignstion Feb. 19,
1919, at which time he went to the National City Bank of New York as
vice-presidents Mr. Cross wes married Oct. 12, 1911 to lfiss Rose
Atherton Jones of Anniston, Ala,



EARAART, LLOYD Hy 3= Borm on a farm near Hiawatha , Kansas, ILecember 5,
1888, where he lived until 1909. When 21 years of age he entered the
employ of the rirst State Bank of rallis, Okla. He remained in the
erploy of that institution and in the lumber interests of its president
until April, 1911, From that date until July, 1917, he was with ths
Drovers Rational Bank and the Stockyards National Bank of Eansas City,
¥o. He entered the employ of the Federzl Reserve Bank of Kansas City
Auge B, 1917, as general utility clerk, succeeding to the position of
Assistant Cashier on Jan. 1, 1918, In MHarch, 1920, he was desisnated
as ianager of the Oumaha Branch of the Kansas Clty Federal Reserve Bank,

- EASTHAN ,0SGO0D TILTCN, := Born January 18, 1865, &t South Braintree, Mass,
He started a business career in Omeha with the Union Pacific Railroad.
After fowr years of service he was transferred to Kansas City as chief
clerk to the Assistant General Freight Agent. From 1891 to 1906 he was
with Searle & Hereth Company, manufacturing chemists, in Chicago; fronm
1906 to 1908, credit manager of lMorrison-Plummer & Companhy, wholesale
druggists, Chicago; from 1908 to 1917, Assistant Cashier of the First
Hational Bank, Omaha, in charge of ocountry bank accounts; fram 1917 to
1920, manager of ths Omeha Branch, Fedoral Reserve Bank of Kansas Citye.
In 1520 Mr, Dcstman resigned to become Vice President of the Msrchante
Hatlonal Bank, Omeha.

FLEMING, COL. FRED W.:~ Born August 8, 1866; Educated in the publis schools
of Aroostook, County, Mnine; attended BHoulton icademy and graduated from
Ricker Classical Institute, Houlton, Ynine, in 1885, EHe cams to Kanszs
City in the spring of 18685, had has lived here ever sinces EHis first
employment was as bookkeeper in a life insurance company. later he worked
for Bradstreet's Meroentile Agency as city solicitors He then entered the
real estate and mortgage business on his owmn acoount. In 19€4 he dbought
the Eapsas City Life Insurance Company, and was its chief executive officer,
serving as Chairman of the Board of Directors until 1918, when on account
of impaired health he resigned his position with that company.

Colonel Fleming gained his military title through service in the Spanish-
American War in 1898, He enlisted in the Fationel Guard of Miseourl in
1886, and filled every position in the Third Regiment, Hational Guard of
Missouri, from enlisted man to commanding officer, Hiz edministration of
the affairs of the Kensas City lLife Insurance Company during his fourteen
yeara' gonnection with that institution was brilliently successful.

Colonel Fleming was Chairman of the first War Drive Campaign for the
Amerioczn Red Cross in Kansas City during the summer of 1917, Kansas City's
quota was $300,000, and the amount of money realized was approximately
$1,800,000,



In the fall of 1917, he was appointed by Seorstary of the Treasury, William
G« ilcidoo, one of the Federal Directors of the YWar Savings kMovemesnt help-
ing put his district first in per caplta sales of War Savings securities

in the United States. Thile engaged in this work, Colonel Fleming suffered -
a physical dreak-down and, on the advice of his physicians, retired from
active business for three years, which time was lergely spent in forelgn
travel, including & trip to Alaska and a six months visit with his family
in Zurcpe, Upon his retwrmn to Kmsas City in the fall of 1920, he was
appointed ous of the receivers of the insolvent Eansas City RBallways Company.,
In conjunction with Francis M. Wilson, his co-recelver, he caused the rail-
woys company %0 make rapid progress In a financial way,

Colonel Fleming 1s s member of the Christian Church, and Chairman of the
Joint Board of Christimn Churchee in Greater Kansas City; also a trustee
of the Christian Church Hospital, end of Christian College, of Columbia,
Mo. 88 w1l as Chaimen of the Offilcial Board of the Independence Boule-
vard Christian Churche

For meny years he took an active part in the affairs of the Trans-
Mississippi Congress and the Internztlonal-Irrigation Congress, serving
as president of both bodies. As chairman of the Committee on State and
Hational legislation, he took an active part ir the enactment by Congress
of the Natlonal Reclamation Act.

Colonel Flemins 1s a member of the Xansas City Club; the Hillerest Cowmtxry
Club; Blue Hills Golf Club; Mid-Day Club; Automoblle Club; Esnsas City
Athletic Club; Broadmoor Golf Club, Colorado Springs; the Kensas City
Symphony Orchestra Association; and the Priests of Pallass He is also

a member of the National Geographic Society; Art & Archasologlcal

Institute of America; American Academy of Political Science amd the National

Municipal Leaguce

He was sppointed Class "C" Director of the Federal Reserve mank effective
Japnuary 1, 1916 to £1ill the unexpired term of Director kamsey who resigned
October 1, 1915 tc go with the Drovers Rational Bank as Vice President,
ir, Fleming was ro-appointed in 1917 and again in 19520, Fe was always a
falthful and interested member of the board and fulfilled his obligations
to the government, thse bank and to the peopls of his district in & thor-
oughly consclentious mamner,



A

FROST, ALF3ED GOLD, 1- Born in Galesburg, Iils., July 1, 1874. In 1881
kr, ¥rost's family removed to Topekz, Kansas, where his father was in the
land Depuriment of the Santa Fe Rellway Compeny from 1872 until 1898.
¥rom the public school and high school of Topeka, Alfred Krost attended
Tashburn University and later entersd Knox College at Galesburg, an
ingtitution of which his great grandfather, John Frost, had besn one of
the organizers, After leaving this college, ifrs Frost entered the
University of Eansas vhere he graduated in the class of 1895. The Followe
ing year he went (0 Lexioco where he spent sixteen years, nine years of
wnich ke was with the Mexican Central Bailway in various czpacitles at
Mexico Citye. While in kisxico Mr. Frost was cashier of the Mexico City
Banking Company which did a large foreign business. Heturning to EKansas
in 1912 he made farm loans for five years with the Farm iortgage Company
of Topeka, and similar work for one year with the Commerce Trust Company
of Xansas Citys He came t0 the Federal Heserve Bank January 18, 1918,

in connestion with the Liberty Lomn work in the Fisoal Agency Department
and was olacted assistant cashier Janwry 8, 1920, He assumed charge

of tke Lepartment =

GOEBEL, PETER Wa 3= Born in Kassau, Germany larch 18, 1859; finished public
school course at 14 years and with consent of parents came $0 Amerlica.
Worked for & farmer near Chicago until coming to Eansas in « Vhile
learning the English language he clerked in a drug store and took care of
his employer's horses, *hen 19 years old he had saved enough to purchase
a drug store of his owne In 1882 he became cashier of the banking firm of
M. BReed & Coe, louisburg, Kansas, Orgenized the Commercial Eational Bank
of Eansas City, Eansas in 1897 and became its president. Organized the
Citizens State Bank in the same city in 1905 end 1907 organlzed the Kansas
Trust Comprmy of which he 1ls he head. He married iary Shaw of

GOODRICH, JAMES E« 3~ Borm Cameron, Clinton Countys, Sente 20, 1871,
lawyer. Parents live at Camerone Graduated from Eigh School 1868 as
valedictorian, entered University of Missour! and took A.B, in 1892, cum
lgude. Took Bachelor of law degree here. rractlced law first in
Cemeron, was cashier, First Netional Bank, Bameron for two yearse.
Fracticed lew again with Thomas E. Turney. City attoranecy five years,

In 1898 he was Republican canditate for Congress and in 1900 delagate

to Republican Hational Convention. Came to Kansas City in 1901l. He was
& member of the Republican Central Com. four years, In Fov, 1907 was
elected Judge, Dive Nos B of 6th Judicial districtes Marrisd in 1894
to Miss Harper Higgins. Belongs to Central rresbyterian church.



HELY, JALES WILSON, :- Born in Champalgn, Ills., Jumuary 21, 1882. He
spent his youth in Danville where he attended pudlic school and high
schools He was a student in the University of Illinois in 1898-1899.
His first banking experience was ™ th the Comptrcller of the Currencgy

in Washington where he was & clerk in the division of reports and
examinations from 1903 to 1912 under Comptroller William Barrett Ridzely
and Lowrenoe J. Murray. For three jears followlng thlis he was engzged
in the real estats and investment business &t Pittsburgh. £rom there he
vare to the Federal Heserve Bank of Kansas Clty November:l, 1917, as
clerk in the Bond Departnent. Ee beceame asslistont cashier - Jane 1,
1919, acting cashier in March 1919 and was elected cashier nt the meet- -
ing of Japuary 1, 1919, Iir. Helmn was married on September 24, 1917 to
Ann Leuis Smart, a daughter of D.J. Smart, 2 piloneer realtor of Kansas
City.

S
HORD, HEBER :- Born Jume 1,/277 in Crawford County, Ohio, son of Thomas
3. Hord and Sarah . Hille During his youth the family removed to Cheyenne,
Wyo. vhere he received his first schooling and later to Merrick County,Neb.
While living in this county he attended the rural school and later Central
City High School in Central City, Nebr. Following his high school eduocation
he took a busineass course at Overland, Ohio, returning home to Nebraska where
he remained with his father until the latter's death in 1910, At this time
he took charge of the stock business which he had helped duild up until the
name became one of the best known names among the stock breeders end shippers
of the Weste He was married April 12, to kffie Barge of Central City,
Hebr. He waa appointed Class "C" director by the Federzal Reserve Sank
effective Jan. 1, 1922, His Judgment end experienoce in agrioulture and in
stock ralsing and marketing have made his services as a direotor very valua-
ble to the banke.

JONES, GORDON :~ Born December 20, 1864 at kichmond, Ky. He studied at ¢
Williem Jewell College, Liberty, Moe In 1887 he becams interested in a
banking institution at lathrop, #0. with an older brother, and later with
the bank of Odessa, where he became Vice President in 1889. While in that
office he was influential in securing the snactment of legislation in
Missouri, oreating the office of State Bank kxaminer, and providing for
regular examinations of banks organized under the state laws, He was Bank
Examiner for S} years. His next banking experience was organizing a Stock
Yards Bank a. St. Joseph, Mo, for the Swift Interests.

In 1901 Mr, Jones removed to Kountain, Colo. and became interssted in bank-
ing there. Next year he went to Colorado Springe in the banking and trust
business. lLater he organized the. :zlbert County bank and in 1903 became
Prgsident of the Union Stock Yards Bank of lDenver. He was 8ls0 later
associated with the U.S. Hationzl PBank of Denver and beceme its President,

In 1968 he was President of the Colorado Bankers Assoclation; in 1910 he
was a member of the Executive Councll of the American Bankers Assoclation;
in 1913 he was a8 member of ths American Commission on Agriocultural Credits,
which gommission traveled in Europe, studying foreign credit methods; in
1914 he became a Class "A" direotor of the Kederal Heserve Bank of Kansas

Citye Mo dled at 5t. Joseph Hospital, Denver, Coloe. April 14, 1917, follow-
ing a surgical operation.



KEPER, WILLIAM T, 1= Bom in » Mo, in 1866, After receiving a
high school education he becsme a shos clerk and later a traveling saleamen.
He came to Kansas City from Valley Falls, Xas, in 1893, Helped organize the
Coammerce Trust Company and for meny ysars was Chalrmen of the Board of the
Hational Bank of Commerce esmd the Commerce Trust Co. Was President for a
number of years of the Kemper iill & Elsvator Co., Kemper Investment Coe. of
Kansas Clty, XKansas City, Mexico & Orient Ry. Co., Commercial Building Co,.
and other corporations. Ons operated extensive farms, was a trustes of
Willliam Woods College from .

McADAMS, ARTHUR MIRION 3~ Borm at Salinz, Kas, December 7, 1887, He attended
public school and high school of Salinz and upon his gradnation entered the
University of Eansas from which he gradusted in 1911, From 1911 to 1917 he

was in the banking business in Kansas. In September 1917 he oame to the Fiscal
Agenocy Department of the Federal Reserve Bank as 2 clerk. From January 1918

to the signing of the armistice of the world war, ir, HcAdsms spent in the
United States military service in Prance, returning in July 1919 to Kanses City.
On Septamber 1, 1919 he re-entered the services of the bank in the Fiscal igency
Department and on May 27, 1920 he was elected assistant caehier.

HcCLURE, MEADE L. 3= Bom on a farm in “ennsylvania., He came to Kansas in

1882 vhan he was 19 yovars old. In 1883 he entersd the banking business in
Harper County, Kansas, in which business he remained until 1899 when he

removed to Kemsas City and became Vice-President and Gensral Memager o6f the i
Drumm Live Stock Commission Co. Has been president of the Konsas City Live
Stock Exohange and the Natiomal lLive 3tock Exchonse, was an original class

nB" director of the Federal Reserve Bank of Kansas Citye

MAIORE, RICHAHD B, $= Born lerch 23, 1857 at la Grange, Temm, Early entered
the mercantile dbusiness to become in turn bookkeeper, grocer manufacturer,
rancher, real estate dealer and investment broker. In 1913 end 1914 he wes
nomed by the govermment as director of the Crop loving Fund whioch had been
financed during the strenuous mrkesting periods of those two years just prior
to the opening of the Federal FReserve Banks, The success with which he ad-
ministered and directed these funds in the various Westerm localities, won
for him the well earned thanks of the Treasury Depertments It was matural
therefore, that when there should be appointed three Class "C" diresctors for
the Federal Leserve Bank of Eensas City, ifr, LBlonse should be named one of
thems He served as director from 1914 to Dece. 3lst, 1921, when he resignmed
at the oclose of his terme The confidence in which Mr. Malone hasbesen held
by business men in his own state 1s attested by the fact thot he was
President of the Menufacturers Exchanse of Denver in 1896 and President of
the Chamber of Commerce in 1902



MILLER, JO ZACH JRs= Born on a farm in Bastrop County, rexas on April 15,
1863, He is & Bon of William Addison Miller and Amanda Priscilla
£lliott, who were married ln Eentucky and ceme to Texas only a few months
before the brezidng out of the Civil wars fThe elder Mr. Hiller was an
invelid when he came West, and after farming for two years he removed to
Belton, Texas in Dec. 1865, where he was a school *sacher and county
surveyor until his death at the age of 33 years. Yor a shart time before
his death however, he wes engaged in a msrcantile business with a private
bemnk in connection, which he organized under the nams of Xlller Bros.

Left fatherless at 12 yeara of age, Jo Zach Miller, — he was named for
his Uncle Col. Joseph Z2zchery iller, Sr., — spent his boyhood daya
largely in the stare and bank which were conducted by his mother and the
uncle for whom he was nemeds The Miller Brothers bank and store formed
one of the well known Texas frontier commercsisl houses in the early day.
The subject of this sketch attended the free schools of Belton and later,
in 1880 ond 1881, finished his education at St. Louls University.
Returning froa college, ifr. Hiller, at the age of 21, organized the
Belton National Bank and menaged it, althougzh associated with his uncle
who remained president of the institution until his death at the age of
SO0 years, in July, 1920.

On July 27, 1910, Mr, liller sold his interest in the Belton National

Bank end cams t0 Kansas City as vice-president of the Commerce Trust

Company, which position he held for four years until the organization

of the Yederal Reserve System in 1914, He was appointed Chairmen and

Federal Reserve Agent of the Federal Reserve Bank of EKansas City on Octs 7

7, 1914 On Jan. 4, 1916, he was elected governor of the bank, being’ﬁ-—%a
succosded as chaiman by Director Ass E. RamBay, He remeined governor

until June 22, 1922, when he resignod and Seversd his comnection with ‘57%« n ,
the bank, immed.iately thereafter taikiing a trip to Europe with his family, u:7&

the first actual vacation he had taken since his comnection with the
Federal Reserve Bank, He was married Jan. 2, 1883 to Mhry Elizabeth
Jellor of Gelveston, Teéxas.

To comment upon Governor Miller's ambitions, his business ideals and
his methods of aocomplishingz success, would be to elaborate upon the
preceding peges which write the history of the Federzl Reserve Bank for
its first eight years of existeéence. Determination and perseverance
mark his life. He made no claim to brilliancy but from youth his habit
of exhaustive thinking and planning in business matters spelled his
ementual financial success. Throughout all his life Mre Miller was
interssted in farming and some of his greatest efforts were in connect~
ion with ranch lands which he owned in Texas and on which he proved the
fact that business judgment and sclence of farming can be successfully
combined on the ranch.



LUITCEELL, JOHN C. 13- Born Feb, 29, 1860 at Freeport, Ills. K& was in tmm
president and director of the Denver Natlonal Bank; director of the Bankers
Trust Company, Colorado Fuel & Iron Company, Denver Gas & Electris Compsany,
Great Western Sugar Company, Compressed Gas Corporation, and Agnes lemorial
Sanitorium,

in 1880 he became bookkseper for Fleld & Hill Mercantile Company of Alamosa,
Colo., end was later assistant cashier and bookkseper of the Bank of 3an
Jucn, from wherc he went to Dwrange with Danilsels Brown & Company as assist-
ant cashier and then cashier. This bark was later dnown as the Bank of
Durango. In 1883 he was one of the organizers of the Carbonate National
Bapk of Leadvillas, Colo. wher: he held the positions of Assistant Cashier
and Cashisre

lr, Mitchell wont to Denver in 1890 as cashier of the Peoples Nationsl Banik,
A few months later he left this positon to becoms assoclated with the Rollins
Investment Compeny whore he remained until 1892, at which time he became
cashier of the Denver Fational Bsnke In 1912 he succeeded to the presidenay
of this Institution. He became & Clz=sgs "A" dirsctor of the Federal Foserve
Benk of Kanses City .in 1915.

REAL, FERNANDO ?: s=Born in Enoxville, Iowe, My 12, 1855. ter complet-
ing his com:zon school course he attended William Jewell at Libverty, ib.
Eorried Ida D. Adkins Jan. 27, 1880, Ceme to Kansas City in 1888 and the
following ysar was made President of the Unlon Hationsl Bank which office
he hsld until the bank ceased existence in 1908 in which year the South~
west Betional Banlr was organized with Mr. Feal es its heads

OWVER, ROBERT LATHAM, ;- Born February 2, 1856, at Iynchburg, Vae. of Scoteh
Irish and Indian aucestory. Educated in Iynchburg, Baltimore, Washington
and Lee University at laxington, Va. Married Daisey Deane Haester Dec. Z1,
1889, Has been teacher, editor, lawyer, banker and business msn, served
in various national offices of the Democratic partye rirst elected =as
United States Senator December 11, 1907, established the First National
Bank at inskogee in 1890, attempted to write a platform to prevent panics
under the Rationel Demooratic Platform in 1896. OStudled mational finance
in london, Parls and Burline Was Chairman of the Cenate Committee on bDank-
ing and currency in which he influenced the adoption of the Federal Heserve
Acte



PARK, .T«Ees i1~ Born in Kansas City, ¥o. August 19, 1888, EHe was
educated in ward schools and Central Hizh School, Mr, Park flirst
entered banking in 1903 when he was emplojyed by the American Rat-
lonal Bank in Kansas City, Mo. This bank wes merged with the FRat-
ionzl Bank of thse Republic, which institution later became the
Rztionel Heserve Bank. With these three institutions ir, Park was
assoclated from 1903 to April 15, 1916, at which time he entered
the employ or the Federsl Reserve Bank, IHls firat work was in the
Cash Department which ot that time, was composed of one persone He
remcined in charge of this department which grew until it numbdered
at one time 39 persons. He was mnde asslistant cashler on April 24,
1919. He was married on to Miss Leonz D. Bonham of
Chetopa, Kase -

PHILLI®S, JOHN JR., 3= Bormn at Isavenworth, Kas., July 2, 1886. He
attended the publio schools of Shawnee County, after which he was
enrolled for fowr and ons-aalf years at Baker University, Baldwin,
£as, He left this institution on Christmas of 1905, to begin work
with the First Rationsl Bank of EKansas City on Janwery 7, 1906. He
entered the omploy of the New England National Bank in August, 1907,
end remained there two and one~half years. lLeaving Kebrwary 1, 1910,
he becume essociated with the First National Banx of Holton, Kase
where he remained three years, then going with Arthur Young & Compeny,
certified public accountants in Xensas City as an examiner umder
Stanley Youmg. It was while in this position that he was loamed to
the Federal Heserve Bank to assist in the Liberty Loan. On iy 23,
1917, a few weeks after thls wark began, he associated himself en~
tirely with the Federal Heserve Bank in the ¥iscal Agency Zepartment,
soon becoming assistant manager. He was made acting assistant
cashier in September 12, 1918. He became manager of the Fisocal Agencgy
Department on February 27, 1919, and becams asslstant cashler Jan. 1,
1919, He was married September 22, 1909 to Miss Atha i, Dennis of
Eensas Clty, Moe

PIFKIN, GEORGE HOUER, 3~ Born April 9, 1886 on a famm near Springfield,
ilosy where he lived until he entered Drury- College at Springflelds
There he studied until 1506, at vhich time he took & course in a
business ocollege at Springfield and then entersed the employ of the
State Savings Bank at Springfield. Ee was in this position a year and
a half, leaving it to enter the Farm loan business in Springfield. 1In
1916 he came to Kansas Clty in the employ of tho Federal Trust Company's
Farmm losn Department. later he was placed in cherge of the Farm
Zortgage Department of the Liberty Trust Company. Mre Pipkin cams to
the Federal Reserve Bank in Jume of 1918, On February 27, 1919 he was
made manager of the Discount Department, He became assistant cashier
on Moy 27, 1920, remaining in charge of the discount activities of the
bank. He was married October 4, 1911 to Miss Ifio Gertrude Veirs of

Springfield, Ib. ' 1



REED, JAMES A. 3~ Born neer Mansfield, Ohlo, Novexmber 9, 186l1. Became
a lawyer and wes admitted to tho bar in 1885, Came to EKamsas City in
1887, elected to thes United States Senate March 4, 1911 to succeed

e jor William Warnmer, Republicon.

SMITH, G.i.:~ Born Adsms Comty, Ohlo, Dec. 10, 1860, After a coremon
school education attended Cornell Collegs, it Vernoa, Iowa. Entered
the banking business and located in Kansas City in 1898, was with the
Kational Heserve Bank and the Central Nationzle In 1911 he helped
organize the Commonwealth National Bank and became 1ts president,
Married Anna B. Pinmell in 1885, -

SYINNEY, E.Fe :- Born at Marysville, Vas., August 1, 1857, Attended -
Jjlitary College at Slackburg, Va. Came to rayette, 0., in 1876 and
was engoged as grceeery clerik, tcred the Fayette Bonik in 1878. later
went. with the Richhill, Mo., bank. Became cashier of a2 new bank in
Colorado City, 'tezms, where he remained untll 1887, +vhen hs came to
Eansas City as Cashier of the kirst FNatlonal Banke After thirteen
years he was elected precsidentes At one time he was director of the
Chicago & Alton Ky. COey 2lso of ths iidelity Trust Co., and of the
Missourl Savings Bank, He scrved severzl years as Treasurer of thse
Kansas Clty School Boarde In 1905 he became Fresident of the
American Banksrs Assoclatione He became advisory councillor of the
Federal Reserve Bank of Kansas City at L{ts organization and has con-
tinued In its service since thene He married iliss Ida Iee of
Howard County, Mo., in 1882.

TYRER, EDVARD PRICE, :-Born in Beloit, Kanses, lay 30, 1882, later
living a number of years in Concordia where he attended the schoolss -
Hs was graduated from the University of Nebraska in 1904, coming soon
after to Kansas City where he becams exchanzge teller and bookkeeper
for the American Nztional Banks When that institution was taken over
by the Hational Zank of the Republic he continued with the orgenizat-
fon until 1907. He went to the Interstate National Bemk as a general
eaploye In the bookkeeping and tellsr departments until 1914, ¥r. Yyner's
services with the Federzl Reserve Banx began two days before the bank
oponed whon he was gensral bookkeeper and paying tellsr., Iater he
filled the following positions, acting chlef clerk, actinc assistant
cashier and was mnde assistant cashier in .



WARDELL, SAMUEL Ae:~ Borm April 17, 1884 at Derby, Ens., vhere he was
educated in the public schools and high school, graduating in 1898.

In 1899 he attended Lewis icadamy at Tichita, and the following year
attended the Vichita Commercizl College. In lay 1501, he entered the
employ of the Fourth National Bank of Wichita,-in which Institution

he gained a general banking knowledge during ten years until May of
1911 et which time he was zppointed state bank exsminer. In February
of the following year he was appointed assiztant bank commissioner

with J«Ne Dolleye ~Umtil July of 1913, iir, wWardeil was associated with
the benkin: business of Kmsas but on the latter date he bought iato
the Bank of Excelsior Springs of Ixcelsior Springs, lbe, where he
remzined for fowr yeers. He began his services with the Federal LReserve
Bank on July 16, 1917, in tho Liberty Bond Department. In Jctober of
the same year he qrga.n:lzed the Depositary and Certificate of Indebted-,
ness Division. From this work he arose to the office of acting and
audi tar and fin2lly on iy 9, 1918, was elscted auditor of the banlk,

ir, Yardell was married June 17, 1905 to Miss kude Je. Elliott of Derby,
Kaﬂ.

1883 his perents, ir. and ifrs. Theodore T. removed to Tacoma,
wash., where the subject of “his sketch attended the public schoolsuntil

9‘, when hs move t‘__éxzc% rutmni again to "'acum"?ﬁg}e : he
S & 0L

Lnt rod ﬁm» )__2;_(_ m:a.rs of 1900y 1901 &aa 1902 wend. /903
&&3’ versity =5z Chicago The succeeding five years were spent

in several lines of commercial emterprise including advertising amnd the
wholeszle coal business. In 1506 he cume to the Hational Bank of Com-

merce in Eansas City as private secretary to the president, WeBe Mdgely,,‘wf%@
In NWovember of the same yocar be was mode assistant national bank examiner 'r
for the Kansas City districte. Z=rly in 1911 he was called East to

exanine several banks and later In the year he became assistant to tha
president of the First FNational Bank of_Pi4tsburgh, Pa. He left this
institution in 1913 and returned to Chicago as secretary and assistant
treasurer of a trust company, leaving this in sy 1915 to return to

Kansas City, this time as assistant clearing house examineres Soon after

his return here he became office manager for the Drovers National Bam:

vhere he remained until January 191'7. He ;

WORTHINGTON, CARROLL ALFRED:- Bornm at Grimeil., Ie., April 25, 1831. In g})

: Fe was made manager
s8istant cashlier the
follo-ving months At the resignation of Deputy Governor Cross hs became
assistant to the Govermor, February 13, 1912, In January 1520, he was
made deputy governore He was married on ky 13, 1903 to iliss Jane
Augusta Wilkes of Chicago, Ills.



Increased volume of business in all departments of the Branch
has made additions necessary to the cleriscal force of the Auditing
bepartment. 7This department mrkes an sudit of each other department of
the Branoh &t lsast once a month, and also ksepe a current or perpetual
audit of all transactions of the Discount Department and maintains a dally
control on all cash and collateral held,

On iay 24th, 1920, the Federal Heserve Bank of Kansas City
purchased as & permanent home for the Omeha Branch, the premises known as
the Karnam Bullding containing 40,421 square feet of available floor space
at a cost of $165,000, Some remodeling of the quarters which the Branch
occupies has been nade and further important changes are contemplated,
which when completed will result 1in the Nranch utilizing 15,300 sguare
feet of the bullding purchased.

On January, 1920, ire Geo. A. Gregory was designated Assistant
Cashier, On March 1lst, 1.20, Ir. L.H. Zarhart foaroerly Assistant Cashier
of the parent bank succeeded ir. J.7. Eastman as ianager and Chairmen
of tbe Board of bDirectors of the Branch. OJn May lst, ¥r, 2.Hs Fredman,
formerly Cashier of the Denver Branch succeeded iMr. Z.ls McAllister as
Cashier of the Omzha Branche In July, 1920, iXrs WeDe lower formerly
Chief Clerk was designated Assistant Cashier and placed in official
supervision of Transit Jperations, at which ¢time ir. Villiam Phillips
was designated Chief Clerks The present directors amd officers of the
Branch are, as follows:

Rirectors officers

dr, He J. Marmell ir. L.He Zarhart, Maneger.

Dr. 2.L. Hall r. 2.Re Fredammn, Cashier

dr. Geoe. Z. Abbott ¥r, G.A. Gregory, Assistant Cashier

tire We Je Coad Br, 7.De lLower, Assistant Cashier

ilre LsHe Earhart ¥r, T, Gordon Sanders, Assistant
¥ederal heserve Agent and Branch
Auditor.

Early in 1920 lir, Ge0. K. Abdbott, President of the ¥irst Hational
Banlk, Cheyenne, Wyoming, was elected a director of the Branch to £ill the
vacancy oaused by the resignation of iMre. J.Ce McHish, IMr, 7.J. Co2d,
Omehz, Nebraska, Yice President of the Packers Rational bank, was elected
director of the Branch on Merch 24, 1921, to £1ll the vacancy created by
the death of Ir, Luther urake,.

A Discount Committee consisting of the idansger, the Cashier, and
one Director, any two of whom conatitute & guorum, are elscted dy the Board
0f Directors to serve for & period of one monthe

The foregoing narrative history evidences a marked growth in the
Branch itself as well as a meterial development in the territary which it
serves and is believed to be conclusive of ths benefits of the Federal
Heserve System to the Nation's industry and commerce.
Hespectfully submitted,

{Signed) L.H. xarhart, Manager



Since the history of the Omsha Branch was compilsad on the
occasion of the layins of the corner-stone for the new bank building
in Kansas City the following metiers of interest have tramspired:

LOANS

The loans of the Branch, by the emi of the year 1921 had
dropned to 317,636,599.84 wnich was the lowest figwre touched since
1919. The highest point reached during 1921 was $35,421,386.50 and
the lowest wae 314,325,614.55. 208 banks rececived accommodations
during the year. These figures reflsct the economic readjustment
period through which the netion has been passing.

MELBER BANKS RISERVE

The average daily reserve mintained by members in the Qmeha
Branch zone during the year 1921 -ms $14,646,339.00 against a dally
average of 3$16,702,309.00 for the previous year. Improvement was
manifasted in the actual reserves malntained by members corpared with
their reguirements and w2s reflected in 2 decreased number of defigclencles
and a smallar amount collsected on account of penaltles for deficisnt
reserves. «24,187.27 was collected from tnis cource in 1921 corpared
with & total of 560,765.53 for the ysar 1320.

_-DUE 20 HEAD CFFICE

The eccommodations granted members ir the Qwahz zone during
1921 continued in excess of the reserve deposlits maintained, oonse-
quently the Branch books showed an indebtedness t0 the parent bank
which fluctuated throushout the year from & minimum of $1,066,934.00
and $19,242,566.00. a maximum.

MEMBERSHIPS

The close of the year 1921 finds a net decrease in xhe total
memberaship of the previous year of 13 members and a gain of.two. The
deorease 52f 15 mumbers 1s accounted for by seven suspensions, 4 withér. .. .
drawals and 2 mergers. The two gains commrise the Pirst Hational Bank -
of South Sioux City, 2 new dbank which was organized dut which went into
liquidation sarly in the year 1922 and the bank of Van Tassel, Wyoming,
which was added to the list of State Bank members in the year 1921,

TRANSI2 DEPARTMENT

In June of 1921 the names of 172 non-member banks located in
Nebrasikn and ten non-member banks located in Tyoming appeared on the
aon~par list issued by the Federnl Reserve Board. These uames constituted
the banks who refused to remit at par for items drawn upon them and whose
transit relations with the Branch were not satisfactorye.

The daily average numder of transit items handled by the Osmmha
Branch for the year 1921 was 27,297 which shows & daily average inoreass
in the number 0f f{tems bandled of 2,195 notwithstanding the additions to
the non-par list since June of the past year.



The daily aralysis record of outstanding member and non-member
collection accounts for the zome indlcates that suoh collections are being
made well within the published time achednles,

TELEGRAPHIC TRANSIFER CERVICE

The extent of the free service rendered to member banks in the
matter of telegraphic transfer of funds 1s shown in the report of 1921,
The total number of transfers between the (mha Branch and other Federal
Hesarve 3anks and Sranches, including those within Distriet Jo. 10 was
17,281 involving an eggregate amount of $536,961,179.94.

CURR=ACY IVERERT

The operations of the currency departmsnt for 1921 shows an
increase over previous years. A total of 140 member banks or 56% of
the total membership received accommodations direct, elther throuph shi;-
ments of gurrency $0 the Branch or the shipnent of cwrrency $0 the member,

Durins the year currency to the amount of 320,710,000 was sup-
plied to banxs in the Bronch zones OSilver and subsidiary coin was sup-
plied to Danxs in the smo . nt of 7371,000.

Jctober 29th, the Branch wus zuthorized by the Treesury Depart-
ment to perfarm sub-treesury functions and received the necessary equip~
ment in the way of currency cancelling machines.

United St..tea notes md vither Covernment issucs are now redsaned
and ceuncs.leld by the Omshe 3ranch before belns forwarded to the Treaswry
Departmout .

mrame v r.ay-'-nY
B Llowaus Alrinde

The ysar 1921 the volums of transactlons handisd by the ¥iscal
Agency Lepartment c¢f the Branch exceeded tkat of previous years.

In addition the Branch, acting as Fisecal igents for the War
Finance Corporation, disbursed a total to epplicants in Febraska of
$3,804,550,18 to the close of the year.
EARNINGS AID EXPENSES
The net income for 1921 was $969,621.,28 reflecting a decrease
of $766,041.42 ower the net income for the previous year. This falling
off is almost wholely accounted far by the decrease in the volums of
earning assets held throughout the yeare
The expenses do not show much variation from the previous years
BRANCH DIRECT®RS

No ohange has taken place in the Branch Directorate since the
history for the laying of the corner-stone was written.



OFFICERS ARD EMPIOYEES

In June of 1921 ir, T. Gordon Sanders, Assistant Federal
Heserve Agent and Branch audi tor was transferred to Kamnsas City anmd
was succeeded at the Branch by Mr. Judd 7. Jones.

In Junes also, ¥r. William Phillips, previously Chief Clerk,
was eleoted am Assistant Cashier of the Branch.

The number of employees at the close otv1921 was 123 ocom-
pared witn 129 at the close of the previous year.

CORCILUSION

The oconclusion drawn from the detalled report previously
submitted at the close of the year 1921 was that the banks served by
the Omaha zone are gradually working themselves into a strong finangial
position and that 2 greatsr aporeciation of the service rendered by the
Federal Heserve Bank 13 beooming manifest, dwd to & better understand-
ing of its purposes. This statement has been corroborated by events
during the early months of the year 1322,



DENVER, COLORADO
APRIUL
16
1921

A RECOED OF THE DINVIRE BRANCH OF TE: FEDZRAL RESZRVE
BARK QP KANSAS OITY 20 BE DZPOSITED IN TEE TRCASURE
2) d STONE | = b}

The Denver 3ranch was opened for bdbusiness on January 14, 1918, pursuant
to authorization of the Boerd of Directors of the Federal Reserve Sank
of Kansas Citye 7The terriiory assignesd the Branch ws the State of
Colorado snd the ten counties in Few Mexico which are included in the
Tenth Federal Reserve District; the member banks in thet zone having
the option of transacting their business with either the maln office or
the Branch.,

The Branch began business in the Continental irust Company Bullding, row
¥xnown &3 the Interstate Trust Bulldins, at the cormmer of Sixteenth and
Ipwrence Streets inm Tenver, Colorado, and at the time of tals writing is
8%11l1 in that buildin;e The guarters at first taken conzisted of spprox-~
imately one-half of tho second floor being 2784 square feet of floor space.
On July lst of the saze year the remaluoder of the floor was taken making
the total floor space 8853 sjuare feet. The growth of the Branch con~
tinued and on March 1, 1921, additional rooms on the third floor consist-
ing of 792 sguure feet were added to the warking space.

The Brench at first operated on a modified plan, the :iember banks' ac-
counts being carried at the head office in EKamsas Clty and reports of
transactions being reported daily for entry in those accounts. Experience _
soon demonstrated that the plan wes impracticadle owing to the distance
from tho maln office and that it required two days for mail to pass from
one to the other, Therefore on ipril 1, 1918, the accounts of the mem-
bers in the territory wore transferred to the Branch and those members
began transacting all of their business with it

‘he Directors of thu Branch at 1ts opening were BON., ALVA ADAM3 of Puebleg,
Colorado; MESSRS. JOHN EVANS, ALEXIC C, FO. TER, CLIFFORD C. PARKS and
CBARIES A, BURXHARDT, of Denver, Colorado.

idr. Burkhardt was appointed Manager and holds that position at this tim./

The Board remained unchanged until January 1, 1921, when ALVA B. ADAMS

of suedlo was appointed by the Feceral NHeserve Board to succeed :ilva Adams:
the other four named above being agein appointed far the yoer 1921, and
with Alva B. Adams constitute the Board at this time,

MR, PHILLI? R. FREDMAN, who was in the employ of the parent bank, came
to thc Branch at 1ts opening and was appointed Aoting Cashier, He held
that position until Janmary 1920 wvhen he was made Cashier. Om By 15,
1920, he was transferrsd to the Omaha Branch as its Cashier,



On May 27, 1920, MR. JOSE”H E. OL30N, who had been in the employ of the
Branch since May 15, 1918, was appointed Cashier and LUR. ALBEET J. CONVJAY,
who becams assoclated with the sranch on April 9, 1918, was appointed
Assistant Cashier, In Januvary 1920 MR. REUBEN 7. SUITE wes appointed
Branch Auditor.

At the opening of thes Branch there were elsven employees. By the close
. of the yeer these had inoreased to thirty-eight; on Lecember 31, 1919,
there were fifty-six employees and one year later eighty-two. On April
1, 1921, these had increased to one hundred six.

The number of member banks in the zone at the beginning of business was
one hundred thirty-four; on becember 31, 1918, there were one .hundred
forty, the number increasing to one hundred fort;-six by the close of
1919 and one hmundred fifty-nine by the end of 1520, At this writing
there are one hundred sixty-one members, being composed of one hundred
forty-fowr national banks in Calorado, twelve national banks in New
Yexico, snd three state banks in Colorado, and two state banks in New
dexioO.

The volure of business transacted by tho Branch has shown a gradual and
coustant increases at the close of 1918 the daily average number of

items handled was espproximately 9,000. The dally average for the month
of Lecember 1919 was 18,457 and for the same month in 1920, -~as 21,598,

During the year 1520 the Branch discounted 15,351 notes hoving a valuae
of 3$262,615,992,40. ne hundred and twenty-six of the banks assigned
to the Hranch avalled themselves of the rediscount privilege during the
year.

The Branch has supplied the members in its zone with their currency
requirements and bhas received from them deposits of currency, the formsr
amounting to 325,781,000,00 and the latter 332,696,000,00 during the year
1920.

A Governmment Department 18 maintained amd during the year it pald for the
account of the Government 198,318 United States Treasury Jarrants amount-
ing to $29,166,5612.14, It also paid far Govermment account 870,047 cou-
pons from liberty loan Bonds end Victory Hotes and 497,425 war Savings
Stampss It received the deposits of the CUollsctor of Internal Hevenue
anounting to $37,273,337.17 for the year 1920,

The Collection Department has shown a continued inerezse indicating that
member banks are avalling themselves more and more of the colleotion
facilitles provided by tho establishment of the Federal Heserve Banks.
During the year 1920 8,244 colleotion items amounting to $22,403,891.08
were recelved of which 7,564 smounting to $19,843,634.05 were collscted.

The relations with our member banis have been pleasant and no controver-
sies of serious nature have arisens +the same can de said of our relations
with the non-mezber banks in the zone, this fact being corrodorated by
the fact that the Branch 1s collecting at par checks drawn on &1l bankn
in its territory.



Complete harmony prevails among the officers and employees and all show
a desire to perform tneir duties in a mAanner that will refleot credit
wpon the Branch,

The young men in our employ have & clud looking to the welfare and
rloasurs of all. A base dall team represents the Branch in the local
Bankers league and it held third place out of eight contestants at the
close of the 1320 season.

A basketball team also represents the Branch in a league composed of teams

represant ing various banks and this team won first place in the winter

ceason Just closed,

The young ladies of our force also have a ¢club known as the "Beta Eho DPhi"

of which Krs, C.A, Burihardt is the Patroness. The purpose of this clud

is principally social dbut it 2l20 looks to the welfare of its members.
{Signed) C.A. Burkhardt

Yanasor.



A BRIEF HISTORY OF THE OKLAHOWA CITY BRANCH
OF THE FEDERAL RESERVE BANX OF EKANSAS CITY, PROM THE
DATZ OF ITS OPERIRG 70 A’RIL 16th, 1921, THE IZACE OF
THE LAYIRG OF THt CORBER STOUE OF THE PERMANCNT HOME
OF THE FEDERAL RESERVE BANK OF RANSAS CITY.

Acting under authority of the Federal Reserve Bosrd, the Federal
Reserve Bank of EKansas City on August 2nd 1920, opened a branch in the
Continental Building, at the coi'ner of Second Street amd Broadway, Jkle-
homa City Oklahoma, the branch being officially designated as the Oklshoma
City Branch of the Federal Beserve Bank of Eansas City,

Governor J.Z, #lller, Jr., Federal Reserve Agent Asa E. 3ansay,
Director H./. Gibson, and Assistant Casnier Z.2. Tyner, of the Haad 2ffice
were in attendance at the f£irst regular meeting of the Board of Directors
0f the newly organized branch hold on the opening days The Dirgctors of
the branch, all of whom were in attendance at the above mentioned meeting,
were: C.E. laniel, Chairman of the Board, Dorset Carter, William lee, and
E.X., Thurmond, all of Oklshoma City, and ».C. Dings, of Ardmore, JKlshoma;
Lessrs Dings, Carter and imniel being appointees of the Board of Directors
0of the rarent Bank and Mesars llee and Thurmond anspointees of the Fedoral |
Reserve 3ocard.

On January lst, 2.Ce Dings, who had removed his residence from
Ardmore to Chicamo, was succeeded on the Board by T.P. Martin,Jre. of
Oklahome Citye

As evidence of the welcome extended to the now branch and as
tokens of the appreciation of the efforts of those responsible for its
establishment, the offices were profusely decorated with cut flowers

presented by tho banks and business houses of Oklahoms City.



The active management of the bank was vestsd in C.E. Daniol,\
as Menager, R.D. Wunderlich, as Cashier, both of whom had been for a |
consideradle period prior to the openins of the Branch, in the emnloy
of the rederal Reserve Bank of Kansas City. R.L. Mathes, also previot;sj
ly with the Parent Bank, was in charge of juditing,

The territory allotted to the braunch was all of the 3tate of :
Oxlehoma, with the exception of eight counties in the Southeastern pert L‘
of the State, which were in the Eleventh Distriot, amd the operative
powers and functione of the Branch were at the direction of the Board,
briefly:

To receive deposits from banks within its zone and to meke
payuments of money for and in behalf of the Federal Reserve Bank of Ennsas
City;

7o maintain and operate departments for the clearing and col-f
lecting of checks, drafts end maturing notes and dillsg

To receive from member banks within its territory appllcations
for discount of eligible notes, and offers for sale of cable tfanafers,
bankeprs'! acceptances and bills of exchznge, and to transmit such appli-
cations end offerings with recommendations to the Federal Beserve Bank
of Kansag City for final action; and

To pesrform such other duties amd services as might be re-
quested of it by the Fedsral Heserve Bank of Eansas City, and dy the
Federal Heserve Agont of ths Tenth Distrist,

It was anticipated that the Transit Department of the branch
would probadly be called upon to handle about Twemty Thousand checks per
day, and wit.h this volume of business in mind, fifty people lrd been em-

ployed for the various positions, It was soon demonstrated, however,

i



that the volume of businese to be transacted had been undsrestimted, as
in actual mractice the brarnch was frum the start called on t0 handls ckecks
of an average number of Forty Thousand each daye It was therefore found
necessary ta make a considerable addition to the opening foree, The largest
number of items handled during tho first six months of the Branch's exist-
ence was exceedsd by only one other Branch Bank in the United States, vizx-\
The Fittsburg Branch of the Federal Reserve Bank of Cleveland.

Thers being no vault ir the bullding occupied dy the Transit
Deopartment, suitable spuce was acquired hy lease in the vaults of the
Anerican Eational Bopk, situated at the cormer of irin and Robinson Streets,
and dus to the deley in delivery of the necessary vault equipment, the open~
ing of a cwrency department was delayed until December 1st 1920, but the
volume of business transscted by that department after opening, was, like
that in the transit department, greater than anticipateds

A private wire was maintained between the Branch Office and
the Head Office from the date of the opening of the branch, by means of
which the Porent Bank was ensbled to enter on its books in Kansas City,
on the date received and disbursed, all recelpts and disbursemonts of
the branch wlthout resultant confusion.

On the 31st day of March 1921, the branch bank had in its
enploy, & very efficlent force of Zighty Five peoplee.

While the Federzl Reserve Bank of Kansas City, was prior to

the opening of the Qklahoma City Branch expeditiously bandling all
Oklahoma items received there, the faot that after the Branch was opeuned

thes number of items handled by it, while at tho sams time the number of



itens handled daily by the Parent Bank were apparently on the inocrease,
w&s conclusive proof thet the dranch was in &8 large mezsure fulfilling
the purpoa.e for whioch it was established, that of rondering to the
supporting member danks, the greatsst amount of service possidle.
Hespeotfully submitted,
{Signed] C.E. Daniel

danager, Oklahome City Aranch,
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- APPENDIX

History of Central Banking in the United States

The concept of central banking in the United States
originated with Alexander Hamilton, the first Secretary of the
Treasury of the United States. As one historian put it:

Hamilton's ideas of the functions of the proposed
national bank coincide with the objectives of the
present Federal Reserve System as given by the Board
of Governors. [citing Federal Reserve System, Its
Purposes and Functions, p.115] Truly Hamilton was a
man far ahead of his time in his concepts of money
and banking.l/

Hamilton felt strongly that a national bank, patterned on the
Bank of England, was crucial to the economic development and the
.. Monetary stability of the new country. His plan provided for the

> private ownership and operation of such a national bank. On
December 14, 1790, Hamilton submitted a report to the House of
Representatives, later forwarded to the Senate, which contained a
plan for the institution of a national bank. With respect to the
direction of the proposed bank, Hamilton stated:
“. . . To attach full confidence to an insti-

tution of this nature, it appears to be an essential

ingredient in its structure, that it shall be under a

private,2/ not a public direction, under the guidance

of individual interest, not a public policy which

would be supposed to be, and, in certain emergencies,

under a feeble or too sanguine administration, would

really be, liable to being too much influenced by
public necessity. The suspicion of this would most

1/ E. Taus, Central Banking Functions of the United States
Treasury, 1789--1941 18 (1943).

2/ Double underscoring indicates italicized words.



probably be a canker that would continually corrode
the vitals of the credit of the “bank, and would be
most likely to prove fatal in those situations in
which the public good would require that they should
be most sound and vigorous. It would, indeed, be
little less than a miracle, should the credit of
the bank be at the disposal of the Government, if,
in a long series of time, there was not experienced
a calamitous abuse of it. It is true, that it
would be the real interest of the Government not to
abuse it; its genuine policy to husband and cherish
it with the most guarded circumspection, as an
inestimable treasure. But what government ever
uniformly consulted its true interests in opposi-
tion to the temptations of momentary exigencies?
What nation was ever blessed with a constant
succession of upright and wise administrators?

"The keen, steady, and, as it were, magnetic sense
of their own interest as proprietors, in the direc-
tors of a bank, pointing invariably to its true
pole, the prosperity of the institution is the

only security that can always be relied upon for

a careful and prudent administration. It is,
therefore, the only basis on which an enlightened,
unqualified, and permanent confidence can be
expected to be erected and maintained.

* * * »

"As far as may concern the aid of the bank,
within the proper limits, a good government has
nothing more to wish for than it will always possess,
though the management be in the hands of private
individuals. As the institution, if rightly consti-
tuted, must depend for its renovation, from time to
time, on the pleasure of the Government, it will not
be likely to feel & disposition to render itself, by
its conduct, unworthy of public patronage. The
Government, too, in the administration of its
finances, has 1t in its power to reciprocate bene-
fits to the bank, of not less importance than those
which the bank affords to the government, and which,
besides, are never unattended with an immediate and
adequate compensation. Independent of these more
particular considerations, the natural weight and
influence of a good government will always go far
tocwards procuring a compliance with its desires;



and, as the directors will usually be composed of
some of the most discreet, respectable, and well
informed eitizens, it can hardly ever be difficult
to make them sensible of the force of the induce-
ments which ought to stimulate their exertions.

"Tt will not follow, from what has been said,
that the State may not be the holder of a part of
the stock of a bank, and, consequently, a sharer in
the profits of it. It will only follow that it
ought not to desire any participation in the direc-
tion of it, and, therefore, ought not to own the
whole, or a principal part of the stock; for, if the
mass of the property should belong to the public,
and if the direction of it should be in private
hands, this would be to commit the interests of the
State to persons not interested, or not enocugh
interested in their proper management.

"There is one thing, however, which the
Government owes to itself and to the community--at
least to all that part of it who are not stock-
holders——which is, to reserve to itself a right of
ascertaining, as often as mav be necessary, the
state of the bank; excluding, however, all pretension
to control. This right forms an article in the
primitive constitution of the Bank of North America;
and its propriety stands upon the clearest reasons.
If the paper of a bank is to be permitted to insinu-~
ate itself into all the revenues and receipts of a
country; if it is even to be tolerated as the
substitute for gold and silver in all the trans-
actions of business, it becomes, in either view, a
national concern of the first magnitude. As such,
the ordinary rules of prudence require that the
Government should possess the means- of ascertaining,
whenever it thinks fit, that so delicate a trust is
executed with fidelity and care. A right of this®
nature is not only desirable, as it respects the
Government, but it ought to be equally so to all
those concerned in the institution, as an additional
title to public and private confidence, and as a
thing which can only be formidable to practices that
imply mismanagement. . . .". (Emphasis added)3/

-

3/ 1 Reports of the Secretary of the Treasury 54, 70-72 (1837).




Congress authorized the First Bank of the United States
("First Bank") by the Act of February 25, 1791, giving it an
exclusive charter for 20 years. The Bank was incorporated with a
capital of $10 million, of which $2 million was subscribed by the
United States. About three-quartrs of the stock was held abroad,
but non-United States residents were prohibited, by the Bank's
charter, from voting. The voting stockholders annually elected
twenty-five directors.4/

The First Bank could issue debt obligations without
regard to deposits, subject only to the limitation of its autho-
rized capital. These bank notes were circulated in lieu of gold
or silver and represented a debt which the First Bank was obli-
gated to redeem in gold or silver upon presentment. The Act of
February 25,.-1791 further authorized loans to be made to the
i Government of the United States or to any State, again subject
only to a specific dollar limitation unless otherwise authorized
by statute. Directors of the First Bank were authorized to
establish branches a power that was exercised in the principal
commercial cities. The Bank was not empowered to purchase any
public debt although it was permitted to sell any part of the

Government obligations that were used to purchase its capital

stock.

4/ Federal Banking Laws and Reports: A compilation of major
Federal banking documents, 1780-1912, Sen. Comm. on Banking
and Currency, 88th Cong., 1st Sess. 74 (1963) (hereinafter
"Federal Bank Laws and Reports")




The First Bank was formed pursuant to Hamilton's origi-
nal plan, incloding his desire that the Bank remain independent
of the ope,ation of the Government. The charter required that
the First Bank submit reports of its condition to the Secretary
of the Treasury from time to time. It is unclear how frequently
such reports were made, although two reports were made to
Secretary Gallatin when he unsuccessfully attempted to have the
charter renewed in 1811.

Although not required by charter, much of the
Goqérnment's funds were deposited in the First Bank. There was
no formal monetary policy at the time; however, it is clear the
the First Bank implemented informal monetary policy for the
country.5/ Like all of the local banks then in existence, it
was both a debtor and creditor bank. As the main Government
depository, the Bank would receive large volumes of state bank
notes which represented the predominant form of Government
receipts. By requiring payment of such notes in specie or by
failing to press state banks for such payment, the First Bank was
able intentionally to control the economy. Where state banks
were required to make payments in specie for their bank notes,
the First Bank exercised a restraint upon the banking system,
just as open market sales would today. If a state bank issued

large volumes of notes, they were subject to greateﬁ pressure.

5/ F. Redlich, The Molding of American Banking——Men and Ideas,
pt.1 96-98 (2d Imprint 1951).




If large amounts of specie were demaqged, a state bank would be
F;rced to becoé; lass active for fear of depleting its specie.
In periods when tha flow of currency was tight, the First Bank
could and did refrain from demanding payment in specie.6/ . While

there appear to be records of several instances in which the

Secretary of State interceded for state banks requesting the

6/ F. Redlich discussed the role of the First Bank in
controlling the money market, id. at 99-100.

In an age which had hardly begun to understand
the question of specie reserves, the board of

the Bank not only guarded its own reserves by
restricting its note issues in times of stress,
but, working hand in hand with the mint, even
tried to protect those of the American banking
system as a whole., Consequently the specie
holdings of the First Bank of the United States,
like those of late nineteenth-century central
banks, came to reflect the economic activities of
the country and especially those in foreign
trade. . . . Discount policy was not yet devised
at the time under investigation, and one can only
regret that the proposal to discount below the
legal interest rate, . . . was turned down by the
board of the First Bank of the United States.
Otherwise regardless of the limitations due to
the existence of a legal interest rate it might
have discovered before the directors of the Bank
of England did that a money market can be con-
trolled by raising and lowering the discount
rate. Failing to make this discovery the
directors of the Bank of the United States

could exert that control only by deliberate and
carefully dosed expansion and contraction of
their note issues and by presenting promptly for
redemption such notes of other banks as came into
their possession. Controlling the money market,
of course, implied gaining influence over the
activities of other banks. The Bank was able to
exert such influence because of its (for the time)
large capital and its very cautious policy which




First Bank to refrain from demanding payment in specie, the
primary respon;;bility Fbr regulating the money markets remained
with the First Bank.?7/ As Hammond notes, the restraint exercised
by the First Bank on other bank lending later became known as
central bank control of credit.8/ He goes on to compare the
systems in the United States and Great Britain at the time:

The Bank of England was performing a similar func-

tion in Britain, but it operated on the demand for

credit, whereas the Bank of the United States
operated on the supply. That is, in the States,

6/ (Cont'd)

made the other banks its debtors, as a matter of
course. (When the board of the First Bank of the
United States believed that the other banks had
overexpanded their loans and issues, heavy specie
demands were made on them.) In order to
appreciate this achievement, one should keep in
mind that the First Bank of the United States was
in many respects less fitted to act as a central
bank than its successor, the Second Bank of the
United States. It had no monopoly on the public
deposits and did not receive currently from the
Collectors the notes of other banks, two facts
which gave the Second Bank of the United States
much of its power of control." (Emphasis added)

7/ In B. Hammond, Banks and Politics in America from the
Revolution to the Civil War 200 (1957), it is stated that:

", . . Neither Hamilton, nor Wolcott, nor Gallatin
refrained in the Treasury from assuming major respon-
sibility for central bank assistance in special cases,
though the routine performance of the function, as
effected through current collection of balances due
from the local banks, was left to the federal Bank."

(Emphasis added)

8/ Id. at 199.



with the private banking system engaged in furnish-
ing credit. expansively and liberally, the task of
the central bank was performed by pressing the
private banks for redemption of their notes and
checks and thereby restraining their extension of
credit. . . . Typically, the Hank was creditor of
the private banks, on balance; to-day it would be
debtor, holding their reserves as the Federal
Reserve Banks now do.9/

Despite the strong economic condition of the country
and the efforts of the Secretary of the Treasury Gallatin, the
charter of the First Bank was not renewed. Many reasons have
been cited for the failure to continue the charter. The primary

reasons were pressure from the state banks and the antipathy of

the Jeffersonians on the basis of constitutional grounds. With
regard to the former, Redlich stated:

", . . Years later Albert Gallatin, looking at
another aspect of its activities, correctly stated
that the First Bank of the United States if not
dissolved would have kept the state banks within
proper bounds. As a matter of fact, its ability to
do so, as mentioned before, was an important reason
for its downfall. 1Its enemies claimed that if the
First Bank of the United States were rechartered 'all
the state banks [would] become subservient to its
views and as thoroughly subject to its influence,'’
and one writer doubted ‘'whether [in this case] any
state bank from Georgia to Maine would for beneficial
purposes exist another day.' ('Beneficial' meant, of
course, for the purpose of increasing the available
loanable funds.) Another argument against the Bank
was that through its agency the government was
gaining power over 'the metallic medium of the whole
country.' All these statements imply an intuitive,
although inarticulate, understanding of the fact that
the First Bank of the United States had risen from
being one out of many money banks to being what is
called today a central bank. The only argument which

9/ 1d.



a defender like Matthew Carey could put up was the
assertion that the state banks in fact were not
dependent.on the Bark of the United States and could
not be so because together they had more capital. If
it is taken for granted that Carey was honest in his
statement, one sees how little even suc . a good
economist knew about the mechanism of monetary
(central bank) control which the board of the Bank
had put into operation."10/ (Emphasis added)

With regard to the latter reason for the discontinuance of the
First Bank, the issue of the constitutionality of a separate
corporation functioning as a central bank had been a question
débated from the initial proposal put forth by Alexander Hamilton.
, During the period between the end of the First Bank
in 1811 and the chartering of the second Bank of the United
States ("Second Bank") in 1816, state banks rapidly increased
in number as did the volume of bank notes.l11/ The expansion of
credit which naturally accompanied the increase in the number
of banks was further fueled when in 1814 the banks generally
suspended payments in specie. Until then, specie payments had
worked as a check against the banks' ability to lend, as the
availability of specie was limited. The suspension, however,
allowed the banks to lend without regard:to their abil}fy to
redeem in specie. Although justified during the war years when

there was extreme demand for credit, the general suspension,

10/ F. Redlich, supra n.4, at 100.

11/ B. Hammond states that by 1816, 246 banks were in
operation. B. Hammond, supra n.6, at 146.
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which continued even after the war ended, helped produce, by
1816, tredmendous depreciation in the Qalue of the currency.12/
Not only were specie payments suspendéd, but state banks refused
to accept each other's notes at par, thus leaving the country
without any common medium of exchange.l13/ Under these circum-
stances, not only was trade impaired, but the Treasury suffered
loss in revenue, as well, when it accepted as payment state bank
notes .14/

It was generally believed that a stable and uniform
currency could be brought about when state banks resumed making
payments in specie. To enable resumption of specie payments, it
was estimated that state banks would need to withdraw a sizable
portion of their notes in circulation.15/ It was, however,
doubtful that the state banks would voluntarily withdraw their
" notes and curtail their profitable lending practice.

Without a national bank, and while the general suspen-—
sion continued, Congress' power to regqulate the value of the
currency was limited. It was even said by many that that power

was in effect exercised by state banks, institutions not

29 Annals of Cong. 1062-1063 (1816).

12/

13/ R. Catterall, The Second Bank of the United States 4-5°
(1903).

14/ 29 Annals of Cong. 1083 (1816).

15/ Id. at 1064.



1

responsible for the correctness with which they managed it, to
the detriment ;; the whole economy.16/ It was under this
framework that in 1815 President Madison asked the Congress tc
consider creating a national bank, and many in the Congress
supported the chartering of the Second Bank.

In March of 1816, Congress considered the bill that
was passed the following month in the form of the Act of
April 10, 1816 creating the Second Bank. There were differing
views as to the advisability of Government involvement in the
bank.

"Mr. Ross advocated the motion to amend the
bill. He did not believe, as had been argued, that a
participation in the bank would strengthen the arm of
the Government, or be very profitable. If, however,
the arm of Government was to be strengthened by
weakening that of the citizens, and uniting with a
privileged aristocracy, he was decidedly opposed to
it. He did not wish Government to become partners in
such a privileged order. If the reasons for retaining
the principle in the bill were correct, he thought
the proportion allowed too small. If Government was
to derive this great profit from the participation,
its share was not great enough. It had been said
that the influence of one bank (the Manhattan) could
have prevented the election of Mr. Jefferson to the
Presidency; if that bank had been uhder Executive
control, he believed its power would have been
exerted. This was a proof of the danger of giving
Government a great influence in such institutions.

He was opposed to the plan chiefly from his objec-
tions to joining a moneyed aristocracy, and his fears
that it might operate injuriously to the liberties of
the country, &c."17/ (Emphasis added)

Id. at 1961.
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Mr. Wright, on the other hand:

", . . wished to see the bank possessed in part by
the Government, and partly by the citizens, because
the stock of it would be extremely profitable. The
Government ought to have an interest in the bank, as
they would thereby be informed of all the plans which
might be at any time entertained by the directors of
so powerful an institution. He was not afraid,
however,, to trust our citizens, nor ought they to be
suspicious of the Government; and the participation
of the Government could not, he conceived, be
productive of injury or mischief."18/

There was, however, a strong view that banking should
be something apart from Government. The Congress thus rejected
several proposals as too oriented toward the Gouvernment.19/ One
proposal called for a bank with capital of $50 million, $20 mil-
lion of which was to be subscribed by the United States. 1In
addition, the bank would be obligated to loan the United States
$30 million as soon as it went into operation, and the President
of the United States would have the power to suspend specie
payments. Another proposal that the Congress rejected called for
limiting the choice of the president of the Second Bank to one of
the directors appointed by the President with the advice and
consent of the Senate. This proposal was rejected by a vote of
80-46.

"Mr. Ross could see no reason why the

President of the bank should not be selected from
the whole twenty-five directors, if it was the

18/ Id. at 1118.
B

19/

. Hammond, supra n.5, at 232.



object to get the best man. If the President and
Senate appoint a director the most proper for the
office, he would doubtless be elected, but if not,
why exclude the fittest character? . . . He
condemned the policy of giving so much additional
strength to the Executive arm. Alexander Hamilton
himself, in the zenith of his influence, would not
have dared to propose such a grant of power to the
President, as the control and requlation of a great
moneved institution. Mr. R. concluded by saying he
thought it would be much safer to adopt the amendment
[to remove the restriction limiting the choice of
president of the Bank to one of the five directors
appointed by the President with the consent of the
Senate] and withhold from the Executive so important
a power, &c."20/ (Emphasis added)

Because the Second Bank was to be funded by the
Government as well as by private stockholders, there was
concern that its conduct would affect the credit and resources
of the Government. As a means to help ensure that the Second

‘: Bank would not, like state banks, act in a manner contrary to
the interests of the nation, Secretary of the Treasury Dallas
proposed that the Congress require that 5 of 25 board members
be appointed by the President with the advice and consent of
the Senate. The Congress, also recognizing the need to protect
the public interest, incorporated Dallasj proposal in the
charter of the Second Bank. As it was said at the time:

"the true policy in the creation of a bank, then, is
to give it a double character--to combine in it the
elements of public and private interest--but to

secure to the former a control over the latter; for
the Government which creates this institution is

IN
~

29 Annals of Cong. 1151-52 (1816).
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responsible for its fulfillment of the great objects
of its creation. . . ."21/ '

The structure and function of the Second Bank were
fundamentally gﬁe same as that of thé:First Bank. Several
changes, however, are important to note. The Second Bank's
capital was set at $35 million and its total liabilities
restricted to that amount. The Government was still to subscribe
to 1/5 of the outstanding capital. The Bank was specifically
designated as a depository of Government funds, and specific
provision was made for the establishment of branch offices of
the Bank, each of which was to have between 7 and 13 directors
appointed by the directors of the Second Bank. Under the new
cha}ter, 5 of the 25 directors were to be nominated by the
President with the consent of Congress, and the remaining 20
directors were to be selected by the non-Government-affiliated
stockholders. Furthermore, a bonus in the sum of $1,500,000 was
to be paid to the United States in consideration of the 20-year
exclusive charter.22/

The Second Bank had some degree of difficulty in the
early years of its existence. However, in 1823 when Nicholas
Biddle was elected President of the Bank; it came into its own
as the nation's central bank. Indeed, Biddle has been charac-

terized as "perhaps . . . the world's first conscious central

1/ Id. at 1144-45,

2/ B. Hammond, supra n.6, at 244-45,.
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banker," because he was fully aware of the central bank
character of the Second Bank.23/ Redlich states categorically
that none of the central banking functions performed by the
Second Bank wa; more important than providing a sound
currency.24/

Biddle took a strong, active role in developing the
policies of the Bank and extended its activities in promoting a
sound currency into such new areas as dealing in domestic bills
of exchange and foreign exchange. Biddle attempted and suc-
ceeded to a large extent in securing a larger and more evenly
circulating currency and in diminishing the note issues of state
baﬁ&s. He saw himself as a regulator of state bank note issues.

It must be remembered that Biddle's goal to achieve a
sound currency had to be achieved without having a note-issue
monopoly such as that granted modern central banks.25/ Thus, he
concentrated on two primary interim goals: keeping the state-
bank issues sound and putting into circulation a currency of
uniform value nationwide, i.e., the Second Bank's notes.26/ He
expanded the Second Bank's activity in the domestic exchange

market and, by fine—-tuning the mechanism-for prouiding»currency

22 )

23/ F. Redlich, supra n.4, at 128.

28/ 1Id.

25/ F. Redlich, supra n._._, at 128,

26/ Id. -' 2
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where needed in the country, through‘yse of the Bank's branch
system, he achi;ued a virtual monopoly for the Bank's notes.27/

Biddle believed that dealing in domestic exchange was
not enough to create a sound national currency, but that, in
addition, dealing in foreign exchange was essential, and, under
his control, the Bank actively entered the foreign exchange
market. The large outflow of coin from the United States, as a
result of commerce between this country and Europe, caused
sérious repercussions on occasion.

", . . Therefore the 'conservative power' of
the Bank over the currency necessitated its ability
to interfere on such occasions in order to break the
shock of a sudden demand and to give time to the
state institutions to adopt protective measures for
their own security. This ability could be acquired
only by large scale participation in foreign exchange
operations so that in any emergency the Bank could
supply the most urgent needs of commerce out of its
own accumulations and credits abroad. Thereby, at
the same time, fluctuations of the exchange market
could be prevented. Two reasons stand out clearly:
Biddle entered the field of foreign exchanges in
order to protect the currency from foreign influence
and to counteract possible disturbances of business.
The former goal finds its explanation in the Bank's
obligation to 'preserve' the currency, the latter in
the fact the Biddle took upon himself the function
of keeping the country's business activities on an
even keel, . . ."28/

Redlich provides a good summary of the operations of

the Second Bank under Nicholas Biddle:

27/ 1d. at 130. ;
28/ Id. at 131.



“Domestic and foreign exchange transactions grew
origyinally. from the Bank's obligations as transfer
agent of &he government and as the responsible regu-
lator of the country's paper currency. They soon
gained importance independently therefrom. The Bank
as a 'national establishment,' a central bank as one
would say today, was expected to 'equalize the
domestic exchanges,' a somewhat sloppy expression,
the meaning of which was not without ambiguities. As
a matter of fact, the Bank's business in domestic
exchange pertained not only to buving (discounting)
and collecting transactions which would have been
sufficient to back the Bank's issues and to provide
for their uniform value; it also included the selling
of domestic exchange whenever there was a legitimate
demand. In consequence thereof, and in conjunction
with actions previously described, the great mass of
the American currency became more uniform than ever
before and than it was to be for many years after the
destruction of the Bank;

* * ¥* *

"As Biddle 'equalized' the domestic exchanges,
he stabilized the foreign ones. Such stabilization
resulted partly from his policy of buying foreign
exchange during the season when it came into the
market and selling it whenever it was needed. The
Bank 'as a large and constant purchaser of bills
prevent[ed] fluctuations in the demand, and as seller
of them, in the supply.' But more important was
Biddle's bridging temporary disequilibria between
supply of and demand for foreign exchange by short-
term loan transactions of the type normally concluded
by modern central banks all over the world. As Biddle
himself expressed it, he prevented mischief in the
foreign exchange market by the temporary use of
foreign credit. . . .29/

Biddle also considered it part of his responsibility
to counteract cyclical as well as seasonal fluctuations and

other disturbances affecting business. However, as Redlich

29/ Id. at 132-134.



notes, although Biddle saw himself in the role of "managing" the

currency:

Since neitber discount policy, open-market policy,
nor the mgdern policy of varying reserve ratios had
yet been devised, a statement which should be taken
cum grano sa.is, Biddle did not possess a tool to
stimulate business in dull times.30/

In normal times, he adopted a policy of issuing only short-term
loans and making only those investments which could readily be
converted into funds, so that when the business community
agvain needed reviving, he could use those funds where they
were most needed.

. In addition, the Second Bank received large amounts
of state bank notes in payments of taxes to the Treasury. As
the First Bank did, the Second Bank used its discretion to
either redeem these notes for specie or refrain from demanding
redemption and thereby extend credit to the bank of issue. If
the notes were redeemed, specie would be withdrawn from the
state banks, forcing a contraction of credit in the banking
system, just as open market sales would today. However, as
Hammond notes, Biddle's tendency was to be liberal with the
state banks and hold their notes, instead of demanding instant

payment—-"a procedure followed, like present day open market

purchases, at the Bank's initiative."31/ (Emphasis added)

30/ Id. at 135.

1/ B. Hammond, supra n.6, at 308.



In times of crisis or of boom as in 1825, 1828, and
1832, Biddle atted decisively to ready the Bank to deal with the
coming sysgémic problems. For example, in 1825 Biddle sensed
that a problem was developing and began to prepare for it.32/
He realized that the Bank had parted with too much of its specie
in connection with the China trade, and he began to distribute
the remainder so that it would be available at strategic points,
especially New York. He also took steps to strengthen the Bank
and improve its liquidity, so that when the crisis came the Bank
was. in a position to prouvide needed funds to state bankg. In
addition, the Bank took actions, such as presenting claims for
specie against the state banks, "to induce them to adopt a more
prudent course."33/ This action, of course, harks back to a
method used by the First Bank to effect monetary policy.

When the crisis did occur in 1825, centering in New
York, Biddle intervened in two ways. There was a demand for
specie both from Canada and from a private individual who wanted
to set up a bank in New Orleans. Biddle convinced the latter to
take bills of exchange of New Orleans rather than withdrawing
-specie from New York. He also attracted metallic money into the
parent bank in Philadelphia by paying interest, a novel approach

at that time, on a large specie deposit made by a leading

-

32/ R. Catterall, supra n.12, at 106-107.

33/ F. Redlich, supra n.4, at 138.
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brokerage firm which held funds in trust for a foreign
government. Once the danger of a specie drain in New York
passed, Biddle told the branch to sxpand its loans, and the
Bank acted as ;.lender of last resort, finally breaking the
crisis.34/

Hammond summarized the Second Bank's performance,
under Biddle, of a "rounded and complete central banking
function;" in the words of a friend of Biddle's:

It regulated the supply of money; restrained the-
expansion of bank credit; governed the exchanges;
safeguarded the investment market; protected the
money market from the disturbing force of Treasury
operations and of payents on balance, interregional
and internatonal; and facilitated Treasury operation
(sic) vis—-a-vis the rest of the economy.

Moreover, the Bank performed these functions
deliberately and avowedly—-with a consciousness of
quasi-governmental responsibility and of the need to
subordinate profit and private interest to that
responsibility.

In view of these two things--the central banking
performance of the Bank of the United States and
Nicholas Biddle's lucid running commentary thereon--
it is remarkable how Americans have abstained from
considering any experience of their own in central
banking prior to establishment of the Federal
Reserve Banks. . . .35/ (Emphasis added)

Indeed, it is clear from Treasury Secretary Dallas'
report to the Congress on the need for the Second Bank that the

Bank's monetary policy role, e.q., in controlling credit, and

34/ F. Redlich, supra, n.4, at 136-138.

35/ B. Hammond, supra, n.6, at 323-25.
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assuring a sound currency was one of the key reasons for its

establishment. He beliecved that the state banks could not

accomplish those goals on their own:

It is a fact, however, incontestibly proved, that
those institutions [the State banks] cannot, at
this time, be successfully employed to furnish a
uniform national currency. . . . The establish-
ment of a national bank is regarded as the best,
and perhaps the only adequate resource, to relieve
the country and the Government from the present
embarrassments. . . . Eminent in its resources
and in its example, the national bank will
conciliate, aid, and lead, the State banks, in all
that is necessary for the restoration of credit,

public and private.36/

In 1830, when the Senate was considering a bill to establish a

uniform currency, the Congress was made well aware of the

actions taken by the Second Bank to control state bank credit

and smooth the wild fluctuations in the value of the currency.

., This is shown in the following two questons submitted to Mr.

T

Biddle by the Senate Committee on Finance and National Currency

and his responses:

Q.4. MWhen a State bank becomes indebted to
the bank to an improper extent, what course do you
pursue? Do you let them go beyond a certain amount,
and what is that amount?

A. The great object is to keep the State banks
within proper limits, to make them shape their busi-
ness according to their means. For this purpose they
are called upon to settle, never forced to pay

lw

M. Clark and D. Hall, Leqgislative and Documentary History of
the Bank  of the United States 613 (1967) quoting a letter

from Dallas to the House of Representatives dated Dec. 7,
1815. ' :
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specie, if it can be avoided, but payment is taken
in their bills of exchange or suffered to lie
occasionally until the bank can turn around; no
amount of debt is fixed because the principle we
wish to establish is that every .bank shall alwdys be
ready to provide for its notes.

Q. 9. Since you commenced the purchase and sale
of bills of exchange, has the rate varied; if ¢o, to
what extent?

A. The operations of the bank in exchanges has
had the effect of preventing the great fluctuations
to which they were previously liable.37/

Political reasons again led to the downfall of the
central banking system in this country. President Jackson, an
extremely popular figure, was against the renewal of the charter
and. indeed vetoed the bill. 1In considering whether the Second
Baﬂk should be rechartered, President Jackson had suggested that
the benefits provided by the Second Bank might be obtainable if

its powers were reduced and its structure was changed to a purely

** governmental body:

It is thought practicable to organize such a bank
with the necessary officers as a branch of the
Treasury Department, based on the public and
individual deposits, without power to make loans or
purchase property, which shall remit the funds of
the Government, and the expense of which may be
paid, if thought advisable, by allowing its officers
to sell bills of exchange to private individuals at
a moderate premium. Not being a corporate body,
having no stockholders, debtors, or property, and
but few officers, it would not be obnoxious to the
constitutional objections which are urged against
the present bank; and having no means to operate on

37/ S. Rep. No. 104, 21st Cong., 1lst Sess. 152-53 (1830).
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the hopes, fears, or interests of large masses of
the community, it would be shorn of the influence
which makes that bank formidable. The States would
be strengthened by having in their hands the means
of furnishing the local paper currency through their
own banks. while the Bank of the United States,
though issuing no paper, would check the issues of
the State banks by taking their notes in deposit and
for exchange only so long as they continue to be
redeemed with specie. In times of public emergency
the capacities of such an institution might be
enlarged by legislative propositions.38/ (Emphasis
added)

However, President Jackson made it clear that he was not actually
proposing another bank in that form; he was simply calling
attention to the elements in the Second Bank's charter that had
to change if it were to be viable at all.

Indeed two years later President Jackson vetoed the
bill rechartering the Second Bank in essentially the same form as
it had had, i.e., a mixed government-private corporation.39/

: His veto helped to arouse popular feelings against the Bank.
Senator Benton defended Jackson's veto in the Senate by saying:
"You may continue to be for a bank and for

Jackson, but you cannot be for this bank and for
Jackson. The bank is now the open, as it has long
been the secret, enemy of Jackson. The war is now
upon Jackson, and if he is defeated all the rest will

fall an easy prey. What individual could stand in
the States against the power of that bank, and that

38/ Federal Banking Laws and Reports, supra n.__, at 187
(quoting Jackson's Second Annual Message, Dec. 6, 1830).
39/ National Monetary Commission: The First and Second Banks of

the United States, Sen. Doc. No. 571, 61st Cong., 2d Sess.
296-98 (1910).
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bank flushed with a victory over the conqueror of the
conquerors_of Bonaparte. The whole Government would
fall into.the hands of the moneyed power. AN
oligarchy would be immediately established, and that
oligarchy in a few generations would ripen into a
monarchy."40/

The veto was not overridden, and the election of 1832,
which returned Jackson to the presidency, marked the end of a
central banking system in the United States until 1913.

From 1836 until the passage of the National Bank Act
in 1863 the Federal Government did not exercise responsibility
over currency and banking. Jackson relied upon state banks,
comﬁonly referred to as "pet banks" for the performance .of
fiscal services, a system that did not prove effective. The
Government suffered large losses during this period and an
effort began to establish a public depository, other than a Bank
of the United States, where Government funds would be secure.
The independent Treasury was established by the Act of August 6,
1846, which provided for the establishment of "places of deposit
of the public money" in Washington, Philadelphia, New Orleans,
New York, Boston, Charleston, and St. Louis. It also required
that payments to and from the gouvernment be made only in gold or
silver coin or Treasury notes.41/ Thus, the Act made the

Treasury its own banker and in effect a bank of issue. As one

historian states:

-

40/ J. Knox, A History of Banking in the United States 69 (1503).

41/ E. Taus, supra n.l1l, at 49-50.
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The unique monetary-fiscal footing enjoyed by the
independent treasury practically ordained that it
would beceme an agent of monetary policy, especially
when fiscal deficits were financed by treasury
notes.42/

During this period, an uneven standard of banking
existed throughout the country. The older states in New England
and the Middle Atlantic regions had developed sound banking
structures, but the newer states in the South and West had not.
Consequently, the sound banking systems were affected by the
unreliable currency that filtered into their states. There was no
coqtrol on the issuance of state bank notes, and as a result they
were often worthless.43/

With the advent of the Civil War, a need arose to raise
money to finance the war. Secretary of the Treasury Chase con-
ceived the idea of a uniform national currency backed by the

Federal Government and issued on the basis of United States bonds.

42/ R. Timberlake, The Origins of Central Banking in the United
States 73 (1978). Timberlake quotes Robert J. Walker, the
first secretary of the independent treasury, who stated
that, under the independent treasury, specie would:

neither expand nor contract beyond the legitimate
business of the country; [while if left to the
capriciousness of the banking system, specie
would be] made the basis, as often heretofore, of
bank paper expansions, and if so, ruinous
revulsions would not fail to ensue.

Id. at 77.

See F. Redlich, supra n.4, at pt.2, 13; R. Timberlake,
supra n.27, at 84.

&
~
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The National Currency Act was passed February 25, 1863 but was
replaced by the Act of June 3, 1864 ("The National Bank Act").
The National Bank Act provided for the creation of
private banks to be called national banks. Each corporation
would be managed by at least five directors. All national banks
were put under the supervision of the Comptroller of the
Currency, an officer of the Treasury Department. Each national
bank had to have the necessary amount of capital, depending upon
the population of the town where it would be located. Each
natﬁonal bank had to deposit with the Secretary of the Treasury
United States registered bonds equal to 1/3 of the bank's capital
stock. This amount would be increased or decreased with the
amount of bank's paid-in capital stock. Each bank was entitled
to receive circulating notes equal to the par value of the notes
deposited, but not exceeding the market value of the stock nor
the bank's paid-in capital stock. In addition, each bank in
"central reserve cities" (with a population of 500,000 or more)
was required to keep a cash reserve of 25 per cept of its
deposits and notes in circulatioh&&/. Other banks, in "reserve
cities" were required to maintain a cash reserve of 15 per cent.

The powers of the national banks were limited to

discounting notes, drafts, bills and so forth; receiving

44/ The requirement to maintain reserves against the notes in
circulation was eliminated in the Act of June 20, 1874.
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deposits; trading in exchange, coin, .and bullion; loaning money
on personal sefurity; and the exclusive issue of circulating
notes. The circulation was to be limited to $300 million and
the notes were to be receivable for all purposes. Provision
was made for the conuversion of state banks into national banks.

The growth of national banks was slow thus frustrating
a ﬁajor purpose of the Act, which was to stimulate the large
scale purchase of Government obligations by the banks45/ and
the creation of a stable currency. In the Act of March 3, 1865,
a 10 per cent tax on state bank circulations was enacted. Only
then did national bank notes become the predominant medium of
exchange .46/

However, without a central bank, there was no regula-
tion of the money supply, as such. Thus, seasonal fluctuations
in supply and demand, plus periods of Treasury surplus revenues
followed by periods of depression caused serious disturbances

to businesses and banks alike.47/ The Secretary of the Treasury

45/ "The primary purpose of creating the National Banking System

was to provide a new market for Government bonds.; The law
was an effort to force the banks to sustain the public
credit, since under the system ownership of bonds of the
Government would be required for certain banking purposes.
This in turn would establish a ready market for the bonds
and greatly facilitate their negotiation." Taus, supra,
n.l, at 61-2.

46/ See R. Timberlake, supra n.35, at 87.

47/ E. Taus, supra n.l1, at ch. 4.
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attempt with some success to take up the slack created by
lack of a eentral bank regqulating the money supply. During

first 30 years following the passage of the National Bank

", . .secretaries of the Treasury consistently went
well beyond the confines of a mere fiscal department.
They devised methods of meeting the monetary problems
which a central bank would normally have faced. The
techniques emploved varied and revealed the legal
limitations imposed upon the Treasury and the inge-
nuity of the secretaries. These men were making the
Treasury, in some instances unintentionally, function
as a central banking organization.

", . .But most of the men knew that the influ-
ence of their activities paralleled those of a .
central bank, and they tried to change or interpret
the laws under which the Treasury functioned to
protect and support also the banks and the business
community. Others . . . felt the Secretary of the
Treasury should be guided mainly by the needs of the
Treasury Department. This view may be sound in times
of prosperity relatively free from disturbances, but
in times of emergency intervention by the Treasury is
not only desirable but necessary. The Treasury was
often in a position to help the banks, and no other
agency existed that could render assistance. The
banks and the business community in turn were becoming
accustomed to regard the Treasury as a superior
financial authority which could and would render
assistance in time of difficulty."48/ (Emphasis
added) g

An interesting episode occurred in 1884 when the

Treasury did not act to fill the void created by the absence of

a central bank, but a private association did act to alleviate

the

strain of a monetary crisis. The action, as described in

-

8/

Id. at 84.
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more detail below, was taken by the Clearing House Association,
in a manner sié&lar to previous actions taken in the 1850's. 1In
the paric of 1857, for example, the Ciearing House Associations
in New York and Boston realized that, if the banks did not act
together, each would have been forced to make itself impregnable
by calling its loans. The problem with that, of course, was that
it would cause further contraction, which, in turn, would have
resulted in more failures of intrinsically sound enterprises and
thus made the crisis all the worse. Cooperation had to aim at
counteracting retrenchment, and that could be done only by making
available new media of exchange to replace what had disappeared
through hoarding.49/ But any new media of exchange had to be
created on the basis of undoubted security, in order to permit
the baﬁks to go on lending and even increasing their loans to
strong borrowers. The solution was the "clearing house loan

certificate," which was issued by committees of clearing houses

on the basis of collateral security other than coin.50/

49/ Note 1 Redlich, supra n.4, at 158,
50/ There were, at that time, "coin certificates," issued by

clearing house depositories based on coin deposits. They
were used in normal times, whereas the clearing house
certificates were issued only in emergencies and were
withdrawn and replaced by coin or coin certificates as soon
as the crisis had passed which had given rise to their
issue. Id. ‘



- 30 =~

The crisis of 1884 demonstrates the use of clearing
house certificates in time of crisis. As Timberlake describes
the occurrence:

A severe crisis, a sort of capstone to the
mild recession of the time, occurred in the New York
money market in the spring of 1884, The Treasury
Department did nothing unusual to alleviate the
situation; the budget continued in surplus and the
Treasury's cash balance burgeoned. However, the
New York Clearing House Association issued $20 mil-
lion in clearinghouse certificates in $5,000 and
$10,000 denominations to member banks on presen-—
tation of suitable collateral, that is, good
commercial loans. The certificates were almost
redeemed by July 1, 1884.

This action by the Clearing House Association-
was an institutional response to an internal
liquidity drain. It was, as Redlich states, "“the
specifically American solution to a problem with
which central banks in the other great commercial
nations of the world were faced at every crisis
throughout the second half of the nineteenth
century." It demonstrated that limited central
banking functions could be assumed by a private
institution and that the actions taken would be
beneficial. [footnotes omitted]51/

By the early 1890's, the banks looked to the Treasury
as a source of help in time of need but felt that the Treasury
should only perform functions of a centrgl bank in such periods.
This dependence on the Treasury in periods of stringency was
itself a problem. Rather than attempting to prepare themselves
for the increased drain on their funds which occured every fall,
as they had previously done, they now expected the Treasury to

-

counteract the seasonal stringency.

-

51/ R. Timberlake, supra n.35, at 138.
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After 1900, and the Gold Standard Act of March 14,

=

1900, the Treasury increased its banking activities and performed
such "central banking" functions as:

1. Issue and redemption of paper money--United
States notes and United States Treasury notes of

1890;

2. Preparation and supervision of the issue and
redemption of national bank notes;

3. Exchange of the various kinds of money for gold
or for each other;

4. Regional transfer of funds to move crops;

5. Supervision of the division of the money into
proper denominations so as to furnish the proper
supplies of large and small notes as needed;

6. ﬁcting as an influence on the rate of discount by
contracting and expanding the currency through a
shifting of its funds between the commercial
banks and its own vaults; and

7. Keeping the gold reserve of the country.52/

52/ E. Taus, supra n.1l, at 100-101. Taus states that, although
after 1900 the Treasury performed many more central banking
functions than before that time:

If the Treasury had been a true central bank, it
could have issued notes by discounting eligible
assets. The volume of such bank notes issued would
then have depended on the amount of paper presented
for discount. No arrangement of this type existed
in the United States until the Federal Reserve
banks started to operate on Nou. 16, 1914,

Id. at 101.

E. Taus also notes that in other countries government
treasuries do not usually perform banking functions.

- They do not hold specie and issue notes against it, nor
do they exchange paper money for specie. In other
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During this time, national bank notes were rigid in
amount, based égon the bonded debt of the United States, rather
than flexible in amount, contracting and expanding directly with
the needs of business. United States notes were no longer newly
issued, and, if they were redeemed for gold, they could only be
reissued for gold. If the Treasury had obtained them in payment
of revenue or in any other way except for gold, the Treasury was
free to use them for any Treasury purpose.53/ Therefore, during
periods of Treasury surplus, the surplus revenue was held in
Treasury vaults causing the withdrawal of large amounts of money
from circulation and from the banks. If bank deposits and
reserves declined, thereby causing a contraction of loans by the
banks, the Secretary of the Treasury would prepay the interest
and principal of Government bonds and'would increase Treasury
deposits with the national banks. By prepaying the interest on
bonds, the banks had the use of funds for the period until the

interest was due the bondholder.54/

52/ (Cont'd)

countries, central banks are obliged to perform these
banking serwvices, at their own expense. In the United
States, after 1900, the Treasury assumed these burdens,
whereas before 1900 they had not been exercised by any
central body.

Id. at 99-100.

8.}
w
~

Id. at 99.

=
~

Id. at 103-112.
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Under Secretaries Shaw and Cortelyou, the Treasury saw
itself as the eentral banking unit and corcerned itself with the
general banking situation at all times, not only in times of
panic. Secretary Shaw in many ways made his own rules and
regulations in an effort to make the currency more elastic. For
example, he interpreted the security requirement for the deposit
of Government funds, "United States bonds and otherwise," to mean
"United States bonds or otherwise," thereby allowing State,
municipal and railroad bonds as security.55/ Although attempts
were made to change the law clearly to legalize the acceptance of
other collateral, no change was made until the last day of Shaw's
term, March 4, 1907.

By permitting certain types of bonds other than
Government bonds as adequate collateral for Govern-
ment deposits in national banks, the Secretary of the
Treasury helped to relieve a stringent money market.
However, the prices of all bonds required by the
Treasury as adequate collateral were sure to rise,
since a new demand had been created for them. 1In
this way the Treasury exerted an unintentional but
definite influence on the bond market.56/

Serious objections existed regarding the Treasury's

involvement in the nation's banking system. It was fedred that

political pressures on the Secretary of the Treasury would result

55/ at 105.

56/

id.
Id.
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in abuses, especially in light of the power that the Secretary
had over the banking system.57/

Weaknesses in the banking system had long been
recognized in ganking circles, but it took the panic of 1907,
with its restriction of specie payments, to make s.me measure
of reFohm politically imperative.58/ The first step was the
Aldrich-VUreeland Act of 1908,59/ which provided for the
issuance of "emergency currency" by groups of banks and
appointed a National Monetary Commission of nine Senators and
nine Representatives.,60/ After extensive hearings, a report
was submitted to Congress in 1912,61/ resulting in a proposal
For.a National Reserve Association ("NRA"), which, despjite
arguments to the contrary, would have been essentially a

central bank.62/

57/ Id. at 119. E. Taus cites the United States Treasury Depart-

ment Annual Report of the Secretary 46 (1906) regarding
proposals to change the system: The abolition of the
Independent Treasury would be, of course, involved in such a
plan. Government money would be then regularly deposited in
this central bank, from which disbursements would be made,
and the Government's supervision of and interference with the
money operations and the financial conditions of the country
would be effectually eliminated.

58/ M. Friedman & A. Schwartz, A Moneta{y History at the United
States, 1867-1960, 168 (1963).

59/ Act of May 30, 1908, 35 Stat. 546.

60/ M. Friedmand & A. Schwartz, supra n.__, at 170-171.

61/ R. Timberlake, supra n.__, at 189.

62/ Id. 190. See, also, H. Rep. No. 69, 63d Cong.i 1st Sess. 46
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The 1912 elections gave the Presidency to a democrat,
Woodrow Wilson, and the impetus for banking reform to Representa-
tive Carter Glfss, who labored 1long on what was to become the
Federal Reserve Act (the "Act").63/ Glass worked against the
republican-sponsored NRA, and against bankers who "“would not
desist in their demand for . . . some kind of Central Bank to be
owned and operated for bankers."64/ Glass made it clear that the
Act avoided ". . . a central banking institution which [the
bankers] may control and use for their own convenience, but to
which the American people may not resort for any business purpose
whatsoever . .;" it avoided a "central bank for banks."65/

The alternative offered by the Act differed from the
NRA in two essential respects. First, the pyramid structure of
the Reserve Banks allowed a regionally based system with all
"the benefits of combined use of banking resources,"66/ without
resorting to a sihgle bank unresponsive to ". . . the United

States, with its immense area, numerous natural divisions, still

63/ For a detailed history of the birth of the Act, See R. Smith &
N. Beasley, Carter Glass) 83-136 (1939).

64/ R. Smith & N. Beasley, supra n.__, at 98. See, also,
J. Jones, Carter Glass, Unreconstructed Rebel 228 (1938).
("It had been decisively determined in 1913 that this country
did not want a central bank").

65/ 50 Cong. Rec. 4644 (1913).

66/ H. Rep. No. 69, 63d Cong., lst Sess. 12 (1913).

-
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more numerous competing divisions, and abundant outlets to
foreign countries. . . ."67/ Second, substantial powers were

conferred on the government controlled body, the Board of

Governors (the "Board"). In response to bankers'.objections

that too much power had been concentrated in the Board, Glass

responded:

. . there is scarcely a power enumerated in sec-—
tlon 12 of this bill which has not been exercised
by the Government for 50 years or, indeed, which
has not been confided to one or two public
functionairies.

Nearly every power conferred by this bill on the
Federal reserve board, composed of seven members,

has been for half a century vested by the national-
bank act in the Secretary of the Treasury and the .
Comptroller of the Currency, to be exercised in the
conduct and control of the national banking system.68/

As summarized by the Secretary of the Treasury, the
. hew system was to provide:

for a central agency, to represent and act for the
organized and cooperative banks-this agency to be
securely free from political or trust control but

with the Government having adequate and intimate
supervision of it.69/

When the Act became law,70/ the country was divided
into 12 Reserve districts, each with a Reserve Bank, to be

supervised largely by the Board.

67/ 1Id.

68/ 50 Cong. Rec. 4644 (1913).

69/ E. Taus, supra n.l1l, at 136, n.9, quoting from United States
Treasry, Annual Repot of the Secretary 3 (1913).

70/ Act of Dec. 23, 1913, 38 Stat. 251.
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The original Board, which was to exercise supervisory functions
over the Reser;; Banks, was composed of the Secretary of the
Treasury, the Comptroller of the Currency and five members
appointed by the President with the consent of the Senate.71/
All national banks were compelled to become members of the
Reserve System. State banks were also permitted to become
members.

The stock of the Reserve Banks was to be owned by the
member banks, which were required ts subscribe to the stock of
the Reserve Bank of their district in an amount equal to 6 per-
cent of the member bank's capital and surplus. The Act provided
for Government subscription to the stock of the Reserve Banks
only in the event that total subscriptions by banks and the
public should prove to be insufficient. It was therefore
intended that the Reserve Banks be private corporations imbued
with a public purpose. The Act provided that the member banks
elect six of the nine directors of each Reserve Bank, and the
Federal Reserve Board was to appoint the‘other three. The
officers were to be selected by the respective boards of
directors. The Act of August 23, 1935 provided that the

president and first vice president should be selected in such

71/ The Act of Aug. 23, 1935, 49 Stat. 684, amended Section 10

of the Federal Reserve Act to provide for the Board of
Governors, composed of seven members appointed by the
President with the consent of the Senate.
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for 5 year terms, subject to the approval of the Board

of Governors. =

power,

Section 14 of the original Act gave any Reserve Bank the

under rules and regulations prescribed by the Federal

Reserve Board: (1) to deal in gold at home or abroad: (2) to

purchase from member banks and to sell bills of exchange arising

out of
abroad,

bills,

commercial transactions: (3) to buy and sell, at home or
bonds and notes of the United States and State and local

notes, revenue bonds, and warrants with a maturity not

exceeding six months;

(4) "To establish from time to time, subject to

review and determination of the Federal Reserve Board,

rates of discount to be charged by the Federal Reserve

Bank for each class of paper, which shall be fixed with

a

view of accommodating commerce and business;" [The

discount rate was thereby uniform throughout each
district but could vary in different districts]
(Emphasis added)

and

(5) ". . . purchase and sell in the open market, at

home or abroad, either from or to domestic or foreign

banks, firms, corporations, or individuals, cable
transfers and Bankers' acceptances and bills of exchange

of the kinds and maturities by this Act made eligible

for rediscount, with or without the indorsement of a

member bank." (Emphasis added)

The creation of the Federal Reserve System brought

about a new kind of currency and a new mechanism for supplying

currency .72/ The Federal Reserve note was designed to provide

-

727 W.

Burgess, The Reserve Banks and the Money Market 71 (1936).
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currency expansion in response to bug?ness and banking
requirements.lé? The original Act introduced a new principle
into our currency system by providing that, apart from a
minimum gold reserve, Federal Reserve notes might be secured by
certain specified assets of the Federal Reserve Banks.74/ The
paper used as security under the terms of the original Act
represented agricultural products or other goods in the process
of production, or in movement from producer to retailer, in
process of export or import, or on the shelves of retailer or
wholesaler awaiting sale. It thus specified a security which
is sound and at the same time increases and decreases with the
business and agricultural need of the country.75/ There have
a:been some changes since the original Act in the permissible
collateral for Federal Reserve notes, but the essential
importance of keeping the currency elastic and providing the
Federal Reserve System with the means to cope with crises have
remained intact.?76/

It was believed, when the original Act was passed,

that Federal Reserve participation in the bill market Qould

73/ 1d.

74/ Id. at 73.

75/ 1d.

76/ Id. at 74-6. ]
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provide a mechanism for drawing Federal Reserve money into use
when needed.?774 It was also thought that the discount rate
would have a great effect on the money market, as perhaps the
most important means of credit control. As stated above, the
power to set the discount rate was given the Reserve Banks,
subject to the review and determination of the Federal Reserve
Board.
In the early years of the Federal Reserve System each

Federal Reserve Bank individually bought Government securities
without apparent concern for the influence of their purchases
on the money market. Because the only major securities market
was in New York, the Reserve Banks would often bid against each
other when they entered this market at the same time.

[Tlhe course of these operations, entered upon

independently by each of the 12 banks, made evident

the need for a better coordination of the open-

market operations of the several banks, and in 1922

led to the creation of a committee of officers of

the reserve banks [the "Governors Committee"] for

the purpose of coordinating reserve bank dealings

in Government securities, so as to prevent possible

conflict between their own transactions and those

which as fiscal agents of the Government they were
conducting for the Treasury.78/

W.R. Burgess, "Reflections on the Early Development of Open
Market Policy," Essays in Domestic and International Finance

7 (1967).

~J
~
~

10 Annual Report of the Federal Reserve Board 13 (1923).
Note that the official title of the Governors Committee was
the "Committee of Governors of Centralized Execution of
Purchases and Sales of Government Securities."

~
[ -]
~
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As originally conceived, the function of the Governors Committee
was tc be only:;hat of executing orders received from the vari-
ous Reserve Banks; it was not to determine policy.79/ It was,
however, mandated to execute orders in such a manner as to
safeguard the interests of the security market, the Reserve
Banks and Treasury.80/

During the next few months of coordinated purchasing,
the Reserve System generally began to recognize the significance
of open market operations as an instrument of monetary policy.81/
Thq'character and scale of the open-market operations engaged in
by the Federal Reserve Banks during the year 1922 and tﬁe early
part of 1923 showed the need to bring these operations more
definitely into line with the general credit policy of the
System.82/ Increased attention was paid by the System to the
effect of the investment operations of the Federal Reserve Banks

on the money market.83/ Governor Strong of New York then took

79/ L. Chandler, Benjamin Strong, Central Banker 215 (1958).

80/ 1 S. Harris, Twenty Years of Federal Reserve Policy 150
(1933).

81/ W. Burgess, "Reflections on the Early Development of Open
Market Policy," Essays in Domestic and International Finance
11 (1967).

82/ 10 Annual Report of the Federal Reserve Board 13 (1923).

83/ L.Chandler, supra n.46, at 217.



- i

the initiative and proposed in October 1922 that investment

policy be dirested "with a consideration particularly—-—

exclusively had been in the original draft--of the conditions in

the money market, the state of credit, and the operations of the
Treasury."84/

By April 1923, the new-found importance of open
market operations and the resulting policy making nature of
the Governors Committee was recognized by the Federal Reserve
Board. The Board dissolved the Governors Committee and sub-
stituted a committee composed in fact of the same officers but
named by the Board.85/ The Committee was renamed the Open
Market Investment Committee,86/ and the following general
operating principles were laid down:

That the time, manner, character, and volume of
open—-market investments purchased by Federal
Reserve banks be governed with primary regard to
the accommodation of commerce and business and to
the effect of such purchases or sales on the
general credit situation.87/

This statement of principle-—substantially identical to the

standard set forth in present law88/--represented a decision

84/ S. Harris, supra n.47, at 151.

/ J. Hurst, A Leqal History of Money in the United States,
1774-1970 208-9 (1973).

[}

86/ W. Burgess, supraP n.53, at 240.
87/ 10 _Annual Report of the Federal Reserve Board 16 (1923).
88/ See, 12 U.S.C. § 263(c) (West 1945).
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that profit should no longer influence the purchases and sales
of securities.-TConducting open market operations was to be
done solely with the idea of correcting market tendencies.

The Committee was supplemented by a "system open market
account," formed in December 1923, through which the securities
purchased were prorated by formula among the Reserve Banks. The
individual Banks themselves then decided by vote of their direc-
tors whether to participate in the particular operations.

Although, from the beginning, there was a struggle
between the Board and the Reserve Banks over control of open
market operations, it is well-recognized that: ‘

almost from the start the initiative in the deter-
mination of open market policy lay with the Reserve
Banks .89/
Governor Strong of the New York Reserve Bank had particular
influence and was a longstanding Chairman of the Open Market
Investment Committee.

A clear example of the Reserve Banks' independence is
given by the stock market crash of 1929.‘ Rather than restrict
itself to the confines of én Open Market Investment Committee

weekly limit of $25 million of purchases, and rather than going

through the laborious process of getting that limit removed, the

89/ The Federal Reserve System After Fifty Years: Hearings on
H.R. 3783, 9631, 9685, 9686, 9687, 9749 Before the Subcomm.
on Domestic Fin. of the House Comm. on Banking and Currency,
88th Cong., 2d Sess. vol. 3, 1986 (1964) (hereinafter "The
Federal Reserve System After Fifty Years").
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New York Resarve Bank purchased $160 million of Government
securities in the week ending October 30, 1929.90/

In 1930, the Open Market Investment Committee was
superseded by ; new committee called the Open Market Policy
Conference, which was enlarged to include representatives of each
of the 12 Reserve Banks.91/ The éroup of five who had controlled
the old Open Market Investment Committee constituted its first
Executive Committee.92/ The implementation of policy was
complicated by the independent attitude of the various Reserve
Banks,93/ who retained the right to decide whether or not to
participate in open market operations.94/

Against the background of a national banking cfisis the
Banking Act of 1933 ("1933 Act")95/ was enacted, and its recovery
scheme included the strengthening of the Federal Reserve System.

In order to better define the powers of the Board,96/ the 1933

90/ M. Friedman and A. Schwartz, supra n.__, at 363, 364, n.77.
91/ Id. at 368-9.

92/ 1d.

93/ 1Id. at 368.

94/ Id. at 369, n.89. .

95/ Act of June 16, 1933, 48 Stat. 162.

96/ See the Senate Committee Report on the 1933 Act which

recommends strengthening the Federal Reserve System, and
specifically recommends:
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Act recognized the Federal Open Market Committee ("FOMC"), com-
prised of one ;;presentatiue from each Reserve Bank. The
authority of the FOMC was defined with substantially the same
statement of purpose that had previously governed open market
operations. No Reseruve Bank could engage in open market
operations except in accordance with regulations of the Board.
However, any Reserve Bank could still decide not to participate
in open market operations. The Seﬁate Report on the 1933 Act
makes it clear that the legislature was legalizing and giving
oFf}cial recognition to the then existing open-market
committée.QZ/

This structure of the FOMC was found to be defective

because FOMC initiatives could not be effectuated without direct

96/ (Cont'd)

"Better definition of the powers of the Board
with respect to speculative transactions,
particularly as to authority over open market
dealings, by establishing ‘a so-called "Open
Market Committee" with designated authority."

S. Rep. No. 77, 73d Cong., 1st Sess. 12 (1933).
97/ The Senate Committee Report recommending the enac%ment
states that the bill:

". . . Adds a new section 12A to the Federal Reserve
Act providing for the creation of a Federal open-
market committee of twelve members to supervise the
open-market operations of the Federal Reserve Banks
and the relations of the Federal Reserve System with
foreign banks. This in effect legalizes and gives
official recognition to the present open-market
committee."

S. Rep. No. 77, 73d Cong., 1lst Sess. 14 (1933),
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Board approval, and, even when approqu, could be frustrated by
the refusal of-Reserve Banks to implement them. 8 bill that
later became the Banking Act of 1935, H.R. 7617, as originally
introduced; proposed to remedy the problem by reconstituting the
FOMC to consist of three Board members and two Reserve Bank
representatives and by requiring Reserve Bank partiéipation in
operations decided upon by the FOMC. The Board opposed the first
aspect of the bill on the ground that, while it would centralize
authority, it could potentially give the Reserve Banks control of
mongtary policy.98/ As an alternative, the Board proposed that
regulation of open-market operations be vested in the Bdard, with
a provision for an advisory committee of five Reserve Bank
presidents.99/ As reported by the House Banking Committee and

passed by the House, the bill followed the Board's proposal. 100/

98/ Hearings before the House Comm. on Banking and Currency on
Banking Act of 1935, 74th Cong., lst Sess. 181-82 (1935)
(hereinafter "1935 House Hearings").

99/ Chairman Eccles testified (1935 House Hearings, supra n.58,
at 183):

Such an arrangement would result in the power to
initiate open-market operations by either a committee of
the [Reserve Bank presidents] or by the Board, but would
place the ultimate responsibility upon the Federal
Reserve Board, which is created for that purpose.

100/ The Committee Report stated:

The Federal Reserve Board is appointed by the
President and confirmed by the Senate. It has a
national viewpoint and has long been accustomed
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The Senate rejected the Board's proposal, however.
The Senate Banﬁang Committee proposed a twelve-member Committee
consisting of the seven Board members and five Reserve Bank
representatives —— four to be elected by four groups of three
Reserve Banks and one to be chosen as a representative-—-at-
large. Chairman Glass of the Senate Committee, an advocate of
the position that the Reserve Banks alone should determine
open-market operations and thus no change in the FOMC was
necessary, characterized the Senate proposal as a compromise

between those who favored complete control of open-market policy

100/ (Cont'd)

to considering matters as they affect the
country as a whole, without regard to the
special interests of any particular group or
locality. It was created for the purpose of
supervising and coordinating the activities of
the 12 Federal reserve Banks "in order that they
may pursue a banking policy which shall be
uniform and harmonious for the country as a
whole" (report of the Banking and Currency
Committee of the House of Representatives on the
original Federal Reserve Act, Rept. No. 69, 63d
Cong., 1lst Sess., p. 16). It is for this reason
that the original Federal Reserve Act gave the
Federal Reserve Board final authority over
discount rates. Since open-market operations
have in more recent years come to be recognized
as a much greater factor in credit policy than
discount rates, it is entirely consistent with
the philosophy of the original Federal Reserve
Act to vest in the Federal Reserve Board final
authority with respect to the open-market
policies of the Federal Reserve System.

H. Rep. No. 742, 74th Cong., 1lst Sess. 10 (1935)
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by the Board and those who favored total Reserve Bank control.
His statement iﬁ debate on the Senate Floor clearly delineates the
conflict between his view and that of the Board and the House

Committee:

Some of us thought it was perfect folly to
undertake to interfere with the existing arrangement.
We are amazed to have it proposed that the Federal
Reserve Board alone should constitute the open-
market committee of the system. Let us consider
that for a moment.

Here is a board originally established and now
operating as the central supervising power. The
Government of the United States has never contrib-
uted a dollar to one of the Reserve banks; yet it is
proposed to have the Federal Reserve Board, having -
not a dollar of pecuniary interest in the Reserve
funds or the deposits of the Federal reserve banks
or of the member banks, to constitute the open-
market committee and to make such disposition of the
reserve funds of the country, and in large measure
the deposits of the members banks of the country, as
they may please, and without one whit of expert
knowledge of the transactions which it was proposed
to commit to them.

As I have said, in order to produce a bill, in
order to harmonize radical difference, concessions,
even yielding of convictions, had to be made; so it
was finally determined to constitute the open-market
committee of the 7 members of the Federal Reserve
Board and 5 representatives of the Federal Reserve
Banks. The Federal Reserve banks, which are the
trustees of the reserve funds of all the member
banks of the country, are graciously given this
minority representation upon the open-market
committee.

Some of us were opposed to any alterations of
the existing arrangement. Others thought that the
representatives of the banks, whose money is to be
used, whose credit is to be put in jeopardy, should
have control of the committee and should have the
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majority representation. But in order to reconcile
bitter difference there was yielding, and we have
now proposéd an open-market committee composed of
all 7 members of the Federal Reserve Board and 5
Representatives of the regional reserve banks.101/

The Senate-House Conference Committee followed the
Senate proposal in virtually all respects. While the House
Banking Committee had favored complete control by the Board of
open-market operations, Chairman Steagall of the House Committee
supported the Conference Committee Report. Recognizing that
this formulation of shared responsibility would theoretically
have permitted the Reserve Banks to ally with a minority of
Board members to control the Committee, Representative Steagall
pointed out that the Board had control over the appointment of
Reserve Bank presidents:

It will be remembered that the presidents of
the Federal Reserve banks under the bill passed
by the House and under the bill reported by the
committee are to be approved by the Federal Reserve
Board. Five members representing the banks will be
added to the Federal Reserve Board to constitute
the open-market committee.

This means that we have fought out in this
House, in the Senate, and the Conference the
question of Government control of open-market
operations, the rediscount rates, and the reserve
requirements of the Federal Reserve banks, and as a
result of this controversy we have a bill which
writes into the law a safeguard that insures the
investment of these powers in a Government-
controlled board.

101/ 79 Cong. Rec. 11778 (1935). }
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The vote would be 7 to 5 if we assume that the
5 members representing the banks would go contrary
to the 7 members representing all the people of the
country the public at large. The Senate bill had in
it a provision requiring the appointment of 2 members
of the 7 constituting the Federal Reserve Board to
be experienced bankers. This provision was stricken
out in conference.

So we have written into this law the principle
that the Government, the sovereign people of the
United States, shall have control of the Board that

dictates the vast powers of the Federal Reserve
System.

Something has been said about what was done in
conference being a departure from the wishes of the
House as expressed in the vote of the House on the
bill. Let me say to the Members of the House that
the open-market committee provided in the bill
reported by the conference committee goes further in
insuring Government control of the operations of the
Federal Reserve System than the original bill that
was submitted to the committees of the House and
Senate by the present Governor of the Federal
Reserve Board and by the administration.102/

In addition to changing the composition of the FOMC in
this manner, under the Banking Act of 1935, Reserve Banks could
neither engage nor decline to engage in open-market operations
except in accordance with "the direction of and regulations
adopted by the Committee." Thus for the. first time, a single
body was given authority to determine open market policy and
direct all open market operations.

The statutory structure of the FOMC has remained virtu-
ally unchanged since 1935, with one important exception. 1In

1942, Section 12R of the Federal Reserve Act was ameéended to

02/ 79 Cong. Rec. 13705-06 (1935).

—_—
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provide that the Reserve Bank representatives on the FOMC must
be either the é;esident or first vice president of a Reserve
Bank.103/ Congress did not anticipate that Reserve Banks would
attempt to elect outsiders to the FOMC, and when attempts were
made to elect officers of commercial banks as representatives of
the Reserve Banks on the FOMC, 104/ a stétutory amendment was
immediately adopted precluding such practice, thereby effectively
ensuring that only persons selected with the approval of the
Board could serve on the FOMC. Thus, since 1942 thé FOMC has
consisted solely of persons who hold their offices either by
virtue of Presidential appointment confirmed by the Senate ——
the Board members —-- or by virtue of the approval of, and
subject to removal by, the Board acting in its statutory
capacity as the head of the Federal Reserve System.

The issues of "public" and "private" influence on the
FOMC -- debated vigorously during Congressional consideration of
the 1935 legislation creating the FOMC substantially in its
present form —— have been pursued legislatively by indiuidual
members of Congress over the 50 years of the FOMC's exigtence.

For example, the late Congressman Wright Patman argued in 1938

103/ 12 U.S.C. § 263(a) (West 1945).

104/ Hearings before the House Comm. on Banking and Currency on
H.R. 758, 77th Cong., 2d Sess. 3 (1942)
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that the Reserve Bank members did not represent the "peoples
interest.“lgé/:fCongressman Reuss complained in 1964 that the
Reserve Bank members were "five essentially private persons who
are not publicly appointed," and he pointed to the possibility,
recognized in 1935, that the judgment and decision of the
majority of the Board members "might be overruled by essentially
private people."106/

l Repeatedly, and particularly in four of the last five
Congresses, bills have been introduced to alter the FOMC by

removing the Reserve Bank representatives, adding the Secretary

105/ Hearings before the House Banking and Currency Comm. on
H.R. 7230, 75th Cong., 3d Sess. 56 (1938).

106/ The Federal Reserve System After Fifty Years, supra n.56,
at 37.

In response to Mr. Reuss'comment, Federal Reserve Chairman
Martin stated:

Let me say, Mr. Reuss, that I don't concede that the
presidents of the 12 Federal Reserve Banks are private

individuals.

The initiative on the appointment comes from the board
of directors of the individual Reserve bank. But the
Congress has given the Federal Reserve Board the
authority on the president and first vice president.

Id. at 38.

It should also be pointed out that the public records of
the FOMC reveal that a majority of the Board has never been
outvoted by the Reserve bank representatives.
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of the Treasury, or both.107/ Two sgph bills are before the
present Congreé;,lggl Only one of these recent bills has been
taker seriously enough to prompt hearings, 109/ and none has
mustered enough support to be reported out of Committee.
Clearly, Congress has been ever mindful of the composition of
the FOMC and has consistently refused to upset the balance it

created in 1935.

107/ See, e.g9., H.R. 4497, 99th Cong., 2d Sess. (1986); H.R.
1469, 99th Cong., 1lst Sess. (1985); H.R. 5459, 98th Cong.
2d Sess. (1984); H.R. 5066, 97th Cong. 1st Sess. (1981);
H.R. 7001, 96th Cong. 2d Sess. (1980); S. 2540, 94th Cong.
1st Sess. (1975);, S. 2577, 87th Cong. 1lst Sess. (1961).

108/ H.R. 4497, 99th Cong. 2d Sess. (1986); H.R. 1469, 99th
Cong. 1st Sess. (1985).

109/ To Modernize the Federal Reserve System: Hearings on H.R.
7001 before the Subcomm. on Domestic Monetary Policy of the
Comm. on Banking, Finance and Urban Affairs, 96th Cong. 2d
Sess. (1980).
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