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FHDKRAL RKSKKVE BANK OF KLCIIMOM)

TO THE MEMBER BANKS:

We are pleased to present the Annual Report of the Federal Re-
serve Bank of Richmond for the year 1961. This year’s report features
the role of the head office and branch directors in the operation of the
Federal Reserve Banks and their contribution to the functioning of the
nation’s economy. Since Class A and Class B directors are selected by
member banks, we believe the story of their duties and functions will
be of interest to you. In addition, the report contains a summary of
Fifth District operations, a current list of officers and directors, and

comparative financial statements.

On behalf of the directors and staff, we wish to express our ap-

preciation for your cooperation and support throughout the year.

Very truly yours,

Chairman of the Board. President.
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FEDERAI. RESERVI*: HANK DIRECTORS

“[They] shall act primarily in the public interest and [their] motives
and conduct shall be so absolutely well-known and above suspicion as to
inspire unquestioning confidence on the part of the community ”

“[They] are men of stature and ability—men who are dedicated to
the public welfare. Their decisions are made without bias or self-interest
of any group. And | can say from my personal experience that there is no
consideration other than for the country as a whole.”

The wording of these two statements is different, yet the ideas
expressed in each are substantially the same. The significance of this
similarity lies in the fact that these statements were separated by some
forty-seven years. The first appears in House Report No. 69 of the
Sixty-third Congress. The time— 1913. The subject— the soon-to-be-
established Federal Reserve Banks. The second is part of a statement
by the president of a Federal Reserve Bank to a sub-committee of the
Banking and Currency Committee of the House of Representatives. The
time— 1960. The subject—the directors of a Federal Reserve Bank.

The first statement embodies the hopes and aspirations which
Congress had for the new central banking system it was establishing—
the second eloquently describes the spirit and character of the men
who have helped guide and direct an important part of that system—
the Federal Reserve Banks and their branches— during the years which
have followed.

The ensuing years have seen the Federal Reserve Banks develop
from the intangible framework outlined in the pages of the Federal
Reserve Act into the flesh and blood of 20,000 employees of the 12
Banks and their 24 branches and the steel and concrete buildings which
house them. They have seen the functions which the Act so drily calls
upon the Reserve Banks to perform brought to life and become an
active and indispensable means through which the economy of the
nation operates— through the services performed by the Banks in
acting as the Government's principal fiscal agents, collecting for the
public over four billion checks annually, serving as the channels through
which practically all currency and coin moves into or out of circulation,
and issuing Federal Reserve notes, which account for approximately
85 per cent of the nation’s “pocket money.” The years following have
also seen the Reserve Banks carry out their more basic purposes under
the Federal Reserve Act— making loans to member banks and super-
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vising and examining State member banks— and help to accomplish its
broader objective— that of regulating the flow of money and credit in
order to promote economic stability and growth. These years have
also brought a gradual increase in public knowledge and understanding
of the purposes and functions of the Federal Reserve Banks and of the
System.

The accomplishments and continuing development of what began
as a new and untried experiment are a tribute to the directors of these
institutions. What is the role of these “men of stature and ability . . .
dedicated to the public welfare” who help give reality and substance
to the ideal expressed by Congress nearly half a century ago— who
contribute to whatever success the Banks and the System have in main-
taining the “unquestioning confidence of the community” ? What quali-
fications must they have and how are they elected? How long do
they serve and what are their duties?

The Federal Reserve Act furnishes the answers to some of these
guestions, and publications of the Reserve Banks and the Board of Gov-
ernors answer such questions as “Who are the current directors of each
Federal Reserve Bank?” “Where do they live?” “What are their
occupations?” None of these sources, however, answers the broader
questions involving why men of talent and ability who have made their
marks in their own fields accept the time and energy consuming jobs
of being Federal Reserve Bank directors. Nor do they indicate the
significance of their service as directors.

To find the answers to these more general questions and to appre-
ciate the significance of answers to the specific questions, it is necessary
first to have some understanding of the framework of the Federal Re-
serve System and the basic concepts underlying its establishment. The
regional structure on which Congress built the System and the inherent
public nature of the Federal Reserve Banks dictate the tenor of every
law and ruling relating to Federal Reserve Bank directors.

STRUCTURE OF TIIE FEDERAL RESERVE SYSTEM
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Congress, in framing the Federal Reserve Act, was faced first with
the problem of designing a central banking system which would meet
the credit and monetary needs of a large, diversified, and complex
economy. It settled upon a regional system with national coordination
of policy rather than a central institution such as had been established
in older countries.

It was then faced with the questions of form and control of the
regional system. The simpler of these was the question of form and,
in keeping with the business practices of the day, the regional Federal
Reserve Banks were set up as corporations. A more difficult problem
was that of constituting control and management of the system in a
way which would generate absolute confidence and at the same time
satisfy the people. Some thought that the new institutions should be
managed by businessmen alone without any Government interference.
Others felt that since the Reserve Banks would have the power to issue
money, which is a Governmental function, the Government should run
them. Management of a central banking institution exclusively by the
Government, however, was thought too likely to carry with it control
for partisan political purposes by the administration in power. On the
other hand, placing control of the new institutions exclusively in the
hands of banks and businessmen would be sure to create alarm and
suspicion.

Congress resolved the problem in a manner consistent with the
theory of separation of powers and the system of checks and balances
which had become characteristic of the nation. First, it made the new



system responsible to the Congress rather than the President. Second,
it created an organization in which Government representatives would
ilave final authority over matters of national policy but in which the
day-to-day operations would be largely conducted by the regional Banks
and in which private individuals would participate.

The central banking system which has evolved from the exposition
of these principles in the Federal Reserve Act is composed of the Board
of Governors of the Federal Reserve System, the Federal Reserve Banks,
the member banks, the Federal Open Market Committee, and the Fed-
eral Advisory Council.

The Board of Governors is a Governmental body consisting of seven
men appointed by the President with the advice and consent of the
Senate. Board members are appointed for fourteen-year terms and
are ineligible for reappointment after having served a full term (pro-
visions designed to insulate them from partisan politics and other
pressures). The Board’'s prime function is formulating monetary policy
and supervising its execution. More particularly, it has authority to
change reserve requirements within limits set by Congress; it reviews
and determines the discount rate established by the individual Reserve
Banks and is required to establish maximum interest rates which mem-
ber banks may pay on time deposits. It represents the System in rela-
tions with the Federal Government and exercises special supervision
over the foreign contacts and international operations of the Reserve
Banks. It directs the bank examination work of the Federal Reserve
Banks, coordinates System economic research and data collection, and
reviews all System publications. In addition, the Board supervises Re-
serve Bank operations, examines each Reserve Bank and its branches
annually, and its approval is necessary for the appointment of the presi-
dent and first vice president of each Reserve Bank.

The Federal Reserve Banks, each a separate corporate entity, were
established by Congress as the System’s operating arms— the means
through which the day-to-day operations of the System are conducted.
In order that all parts of the United States might have convenient access
to the Reserve System, Congress specified that the Reserve Banks should
be located in different sections of the country, with the result that the
country has been divided into twelve Federal Reserve districts— each
with a Federal Reserve Bank. There are now also twenty-four branches
of these Banks serving particular areas within the districts.

The Reserve Banks hold the cash reserves of their member banks,
provide checking accounts for the Treasury, issue Federal Reserve note
currency, collect checks, supervise and examine member banks, handle
the issuance and redemption of Government securities, and act in other
ways as fiscal agent for the Government. The Federal Reserve Banks
are primarily concerned with serving the public interest. They do not
operate to make a profit although they do operate with regard to effi-
cient management. Their earnings— after provision for operating and
other expenses and the payment of dividends on their stock as fixed by
law— are paid to the U. S. Treasury.

The member banks of the System number more than 6,000 of the
privately owned commercial banks in the country. All national banks
are required to be members and qualified State-chartered banks may
become members. Most of the larger State-chartered banks are mem-
bers of the System. Member banks must subscribe to the capital stock
of their Reserve Bank in an amount equal to 6 per cent of their own
capital and surplus (only half of this is paid-in—the other half is sub-
ject to call). They must comply with reserve requirements and with
regulations governing branch banking, check collection, and other bank-
ing matters. In return they have the privileges of borrowing under
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Till] HOARD OF DIRECTORS

Just. af the Federa)] Reserve Svstem as a whole was or angd op
the principle of separation o gowe and Prov*sr% n for chec sl

ances, so_too were the board irectors of the Individua Federal
Reserve Ba nks organized.

ederal eserve Act rougs the ntJ %drrectors of each Reserve
Bank [ to th ree claﬁses— H t hee members .each. The
term of offic of the nife directors |st ree years wrth the term

ﬂne member of each class ex an each year.. director a‘s
aut ority to contrnue to serve after His term exprres even though his
successor has not been elected or appointed.

A}Cons sts of three directors chosen bz and re#resentatr e of
the st aln These directors are usually |cers |rec
tors o member nks, ath qht IS |s not re urre % era
serve Act sets Torth ng residential qualification Prthem ut the Board

of Governors has decided that in order to etruv/represent tive Class
drrectorf mugt be residents of the Federal Reserve district from which
they are electe
Clas B cons s of ﬁhree directors c osen b(fr hanks
who at e time o therr election a e active v mt e|r |str|ct m
grrcu twe commerce, orsome ot err ustria surt e ﬁ
¢ gro icer, director, or employee o any a but may beé a stoc

Class C conarsts of three drrectors a omted by the anrd of Gov-
ern rs of the F? eral R esﬁrvE stem. v vst hav een residents
or e drstrrct rom whic t are aé) orn ed a east two earﬁ

F(}/er o%ya ther an officer, a director, an employee, nor a Stock-

No other %uahtrcatrons or drrectors are specr %allev set forth in

the Federa Re Jve Act and the %n ersons ohibited b e Act

servm irectors are membe s 0 es w 0 ar Ikewise

BH) ibite om serving as me ers % the Bogr overnors or a
|cers o Fe eraI Res] rve ﬁ The prhncrp on ress h
In mind oco r? Ero ibition, to r] rg e natue oL

Reserve Ban SP blic In tltutrons has. Brought about in ractrce oW-

cant qualification which Réserve Bank Irectors must

ever, a most signifi
The Board of overnors)earlv recogmzed that in view of the status
of the Reserv% Banks as public I srtutons }oerformmg essential -

tions .of. a public nature, no srtuatron whic P t mtergreteéJ
assocratrgg them with an Holrtca roartv of po(Trt cal activity shoul
permitte to EXIst. Acc§ adopted .a resol tron tha

ersons ho din £olrtrca or ?t}h IC o]f |ce n the servrce (tft nrters
aes or. of any State, Territ )h count |str|ct po litical subdivision,
or mumcr ality” thereof, Iractr ﬁ embers of ﬁg litjcal art% com-
ttees, c nnat consistently with” the sgrrrt and u ehymg P Colg ?
of the Federal Reserve Act, serve as directors or officers o

Reserve Banks.”

Fe Board has p Jescrrbed a clgndrtron of e(hgrbrhty that candj-
ates or e %tton as |rectors of the serve Banks must comP Wrt
eterms o 1S reso lution. r}? %ue{ttg/ candi t ma(}/ u

tor ortrca or ublrc 0 Ch tentrono( he offic W
candl t t tend to assocratet e Reserve Bapk in the pu c mrn
with po |t|caI actrvrtres Directors, as well as officers and employees,
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F Federal Reseive Banks are however free to render public seryice

ﬁ nonpoljtica racte{ as the posrtrons 0 not Interfere
% utres an e ree ro political acérvr |e8
the other side of the |c ure, the Boar overnors has at-

nwted to prevent t e F%der Reserve Syste Irom berng gentrfred
rrvate interes Thus, while the B T overno 06s not
assunre any urrs |ct|on over the busrrhss affiliations o drrectors except

ofar a may affect the quali catrons rescrh in the Act,
rectors o F dera Reserve Bapks and their ano es marv not use
references to their. directorships tor the ufrE{a?se of a vertrsr g 0r
motrna Prrvate usiness connections. ilure orn ﬁt on the art
of ector to prevent or stop refere ce to |s officia posrto
advertrse ents ofapr*vate usIness Iis consrdere the Board 0 G -
ernors sufficient cause tor ca mgv Ir)r m to sever sconnectron erther
with the business advertised or the Reserve Bank.

CHAIRMAN OF TIIE BOARD OF DIRECTORS

The chairman of the board o drre%tors of a dprrvate b%srnrﬁss cor-
oration IS ene[]all eIected b rot er directars.. Int eral
eserv RXSt ever, the B a] 0 overno!;s desi natets the C alr-
man 0 oard o eacfa edera Reserye Bfi annu om am n?
gporntees to the oar |rectors theCas% |rectors Anot
ass C director | gnate X n Governars Ee(outy
Irman and, in the abdence of ot o these drrectors t e ird Class
jrector acts as.chairman. Also unjike the |tHat|on in man rrv te
busrrf]ess corPoratrons where t e chairman o ? t
execut ve or oReratrn officer,, the Chairman _of the B ar
Re ve Bank as uc has n o erating duties, the President being the
xecutrve of |cero each dan
darrpr n of the Boar Reserve Bank IS aIso designated
he oar QVErnors as Federa eser hrs ca acrt
weII as thato Chairman he ai as ecra re tron rp tot Boah
o Governors He 1s required by law {o marntan a ocaI office of
Board Governo s on the re ses of the B to act afs Its offrcra
Ef aentatrve an to ma e re ular reports to the anrd ot Governqrs,
han S|ng reports of any undue use 0 Reserve Bank credit by member

s Federal Reserve Aoent he su ervrseé and has ultimate res”ponsr-
brIrt or th |ssu nce and Tet remen of Federal Reserve notes and the
éer (E to securet r}t In_addition, he must report to.the
[] Ve nors any oae unsafe o unsound banking practices
the pa[]t of mem er ban of [Cers ang necto .
Chairman of the Board heﬁa s at al meetrngs of the boatd
fdrrectors ﬁnd sHpervrses rou(ﬁ nectors( Comnittee on Audit-
|ng the work of the General Auditor of the Bank. In this connection,
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he must review the repo[)t of exammatron of the Fed? &I Reserve Ban]
eProh IS ma e annua h t}/e>Fam|ners of the Board of Governors.
C arrman |sa 0 resPo sible for conducting- the nomination and eIectron

a?]s Irectors.

arrman and the Board of Gqvernors have a mtf]tuah h -

tion to Inform eacB other of matters of importance whre shou

considered b oard of |r]rectors and, as one means 0 %omp |s -
Chairmen of 'the Reserve Banks has hbeen

}? this, ﬁ %onferenee o? a
med which meets from time to time with the Board of Governors.

ROTATION OF DIRECTORS

A broa section of h ublrc has generally been represe ted
on tr} Boargs o?a ectors of # he Reserveg Banﬁ Y 1eh|s s%ms rom
ac#ors— Irst, t a]r o]verbnors Views regar ing the desira-
||P{ rot tm me Rers on a s and, secon awareness
em [] ?% the pu c nature of the Reserve Banks and recog-
nition by t ﬁm 0 A 1sdom of the Board’s V!ﬁWS on rotation.
mcg e Federal Reserve Banks are public mstrtu(trorfrs operated
In t e ublic mterest and not for rrvat rofr the Boar ﬁtnors
as(? s felt that a certam degree o t(atron In the members g i)
Irectorates of t e Federa| Reserve Banks and branches s desirah
m order tq |ve the Syst m the . advantages o broader representatjon

L3 e L gl e

N e Boa
ore oll 0 %) of not reappointin ss C directors atter the
Eave servedstwo)?ulyterms of t r%p earsgea(iﬁ An exception IS madey
o(\fvever when a director who erve a Capart of two, ter sa?
reetor IS then desrgnate b l[r Boar halrman anﬁ Federa
Reserve ge s IF a case the dire tor Y serve anot eJ ree-
year te}rm or a tota notJn re than three full Herms as a nect%r
anrd has eég the hope that a srmr ar policy would

fo owe member hanks mt % ctr n of Class A and drrectors

conse uepce of tgrs the mem er sm most dr trrcts ave volun-
a] %/ a opte Proce res unger wh 'f Cass ne(etors are

cle ro atm% asis substantially similar to t e Boar s policy

re ar m ﬁs ctors
J ﬂ Fatsth eralr Referve District, for instance, a commitiee
comPose 0 Presentatrves ember hanks rrl each state In thg
District |Hc|u % Qe Drﬁtrrct of Columpia) severa V ars a o agree
Ron as er which Class A drrectors wou Serv or o”
eterm n CasB irectors vY]oud serve o(g gterms nP
rovides also for the rotation of the Cass irector rps a oRg
e several states In the Drstrrct1 and 8 t e extent possible, for t
re resentatrrin of each ftate on the hoard of the Fifth Drstrrct Reserve
Bank by at least one Class A or B director each year.
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NOMINATION AM) ELECTION OF DIRECTORS

In_setting up checks and balances to guard against any possible
undue influence over the Reserve Banks, Congress not only divided the
boards of directors into three classes but also designed a plan to insure
fair representation of both large and small memberhanks in the election
of the six Class A and B directors.

CLASSIFICATION OF MKMIM3R HANKS FOR ELECTORAL PURPOSES

The Federal Reserve Act requires the Board of Governors to
group the member banks of each district into three general divisions
which are designated by number, with each group consisting as nearly
as ?stmle of "hanks of similar c_aPLtahzatlon. GeneraIIY, Group 1
contains the Iargest banks of the district but has the fewest number of
banks of any of the groups. Group 2, composed of the middle-sized
banks, contdins around a third of the number of member banks in the
district, and Group 3 consists, of the smaller banks. _ ,

Any one member bank in a group can participate in the election
of onlé two of the six elected diréctors—one Class_A director and_ one
Class B director—and has but one vote for each, The group classifica-
tion therefore 8revents the more numerous smaller banks from electlnq
all six of the Class A and B directors and assures substantially equa
representation of banks of differing size. This classification and the
fact that each bank has only one vote, regardless of the number of
shares of Reserve Bank stocK it holds, also prevent a concentration of
voting power in the hands of a few larger banks. In other words, while
the vote of a larger bank may have a great,er,welq_ht in its group in
the election of the two directors for whom it is entitled to vote than
the vote of a smaller bank in its group (because of the fewer number
of banks in the Iar_qe_r bank’s group), there is nevertheless an equality
of voting power within a group and hetween groups.

~To turther remove the possibility of domination of the boards of
directors by a particular group of hanks, the Federal Reserve Act pro-
vides that no officer or director of a member bank is eligible to serve
as a Class A director unless he isnominated and elected by banks which
are members of the same group as the bank of which he 1s an officer or
director. In addition, a person who is an officer or director of more
than one member bank is not eligible for nomination as a Class A direc-
tor except by banks in the same group as the bank having the largest
aggregate resources of any of those of which he is an officer or director.

Similarly, if two or more member banks in the same Federal Re-
serve district are affiliated with the same holding companr_ affiliate, only
one of these member banks in any one group may participate in the
nomination and election of Class A or B directors.” 1f a holding com-
Banz affiliate is itself a member bank which controls other member
anks in its own group, only one of the banks, including the hpldln%
company affiliate, may participate in the nomination and election o
directors by the hanks in that group.
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NOMINATIONS

In late summer or early fall of every year the Chairman of the
Board of Directors of each Reserve BanK ddvises the member banks
In his District by letter of the coming election of a Class A and a Class B
director to succeed, the directors whose terms will exiJ(lre_ at the end
of the year. Nominations are requested from the banks in the [oup
o grou‘os entitled to vote in the particular, election, and a fime Timit,
generally a month or so, Is set for the submission of nominations,

A member bank may nominate a candidate for election as a Class A
or B, director simply hy ha_vmghlt_s board of directors pass a resolution
nomlnatln? the person”of its choice and authorizing one of its officers
t? %ertlfy hBe nﬁmeTof tr];e candhl_dahte to thbe Chadlrman otf_fthe Board of

s Reserve Ban e farm.which must be used in certifying nomina-
llOﬂS IS furnished b Bje %halrman only [to ?hose banﬁs enYnIgd to vote
in the particular efection. _

. The nomination process itself is thus a simple one. At the same
time, however, the nature of the Federal Reserve Banks as important
parts of the nation’s central panking system places uPon member banks
a responsibility for nominating as ‘candidates only those persons who
have evidenced an ability to contribute actively and intelligently to the
efficient direction of institutions dedicated to sérving the public interest.
The continued development of the Reserve Banks and their increasing
usefulness to the public over the years is evidence that member banks
have_generally recognized and met this respon3|b|I|tY.

. The manner in"which the banks in the several Federal Reserve
districts have recognized this responsibility as a practical matter
through the nomination_and election process differs, however. In some
districts, including the Fifth District, member hanks have formed nomi-
nating committeeS whose purpose is to set up a list of candidates. In
other districts, committees of state bankers associations suggest candi-

ates,

. The Fifth District nomination plan was set up by the Committee
which designed the plan for rotating Class A and "B directors. In
Bractlce it ‘works in the foIIowm([;_manner. Each year the member
anks from each state in the District select a repreSentative to meet
with a representative of the memper banks of each of the other states
as a Committee on Recommendations for Directors of the Federal Re-
serve Bank. The selection of these representatives is generally made
at a meeting held during the annual meeting of each ‘state’s bankers
association. ~ Several weeks before the Chairman of the Reserve Bank
requests nominations from member banks the Committee meets to con-
sider the particular persons it will recommend as candidates, Pwlng
due regard to the provisions of the agreed-upon plan regardlng_ engt
of service of Class A and B directors and the rotation of these director-
ships among the several states.

A few days before the Chairman of the Reserve Bank requests
nominations, the Committee sends to all member banks in the District
a letter telling them the names of the persons it recommends for nomi-
nation and furnishes the hanks a biographical sketch of the proposed
candidates. While compliance with this plan is purely voluntary on
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the part of the member banks and they remain free to nominate someone
else, the Committee’s recommendations have been followed without
exception during the several years the present plan has been in effect.

THE ELECTION

Shortly after the date set for the nominations to be closed the
Chairman 0f the Reserve Bank advises all member banks in his District
of the dates during which the election will be held and furnishes them
a_list of the candidates nominated, the banks nominating them, and a
biographical sketch of each candidate. The names of the nominges
and those making nominations ma% not be divulged prior to the publi-
cation of this list. A member bank entitled to vote in the election does
s by certifying to the Chairman of the Reserve Bank on a ballot fyr-
nished by him™its first, second, and other choices for director of the
class its “group 1s electing. However, it cannot vote more than one
choice for any one candidate. The certification is made by the bank’s
Bremdent, cashier, or some other officer authorized by resdlution of its

oard or by amendment to its bylaws to cast the bank’s vote.

The ballot, when marked, is_placed in an _envelope on which ap-
pears only the words, “BALLOT—Class A Director’s Election” or
‘BALLOT—Class B Director’s Election,” as the case may be, and the
envelope sealed, The sealed envelope is then placed within another
envelope on which is_printed a certification form for execution by the
authorized officer. This envelope is then sealed and mailed to the
Chairman of the Board of the Reserve Bank.

. When received by the Chairman the certificate enyeloPe, before
being opened, is checked against the authorization previously filed by
each member bank with the Chairman. If mgned b){ a properly author-
ized officer, the certificate envelope is opened and the sealed “envelope
within it contalmn? the ballot is.then deposited in a locked ballot box.
|f there is some defect apparent in the certification, however, that enve-
lope and the envelope within it containing the ballot are returned to
the bank with a notice of the defect. In such a case the bank may
then submit the ballot a?am upon curing the defect in its certification,

With the closing of the polls, the “ballot box is opened and the
ballots counted by tellers appointed by the Chairman of the Board.
The. candidates afe inyited to be present or represented if they wish.
An immediate reBort of the results of the election is made by the” Chair-
man to member banks and to the public. o

While_the election of Class A and B directors is in process, the
Board of Governors is quietly searching for men of standing in their
communities who are willing, out of a Sense of community and public
responsibility, to serve as Class C directors, Before the end of the year
member bariks will receive notice from the Chairman of the Boafd of
their Federal Reserve Bank of the appointment by the Board of Gov-
gg(%(l)rrisngof a Class C director to succeed the diréctor whose term is

~The new directors of each class will execute oaths of office and,
with the first meetm% of the board of their Reserve Bank held after the
gl_rst (t)f the year, embark upon their service as a Federal Reserve Bank

irector.
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FUNCTIONS of directors
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Approval of minutes of previous meeting.

Approval of minutes of meeting of Executive Committee.
Report of Discount Committee.

Report of Committee on Auditing.

Review of budget experience.

Reports from branches.

Administrative matters.

Recess.

Review of current and prospective economic conditions.
Policy considerations.

Discussion.

Establishment of discount rate.

Adjourn.
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REPORT OF DISCOUNT COMMITTEE
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FEDERAL RESERVE BRANCH DIRECTORS

Ten of the twelve Reserve Banks have established a total of twenty-
four branches_under the provisions of the Federal Reserve Act which
authorize the Board of Governors to permit or require any Reserve Bank
to establish branches. The Act provides that such branches shall be
operated, subgect to requlations of the Board of Governors, under the
supervision of boards of directors conswtm_g of not more than seven
nor less than three directors, with a majority of one heing appointed
by the Reserve Bank and the remainder by the Board of Governors,

The Board of Governors has Prowded that branch hoards must
consist of either five or seven directors, as may he determined by the
individual Reserve Bank. Three of the Reserve Banks, having a’total
of eight branches, have elected to have five-man branch boards of direc-
tors, “while the other seven Banks have seven-man boards at their Six-
teen branches. _ _ _

The term of office of directors of branches is three years when
the branch board consists of seven members and two yedrs when it
consists of five members. The terms are so arranged that the term of
one director appointed by the Board of Governors and that of at least
one director appointed by the Reserve Bank expire at the end of each

[

While the Reserve Bank-appointed directors constitute a majority
of the branch boards of directors, the Board of Governors has provided
that the chairmen of the branch hoards must be one of its appointees,
although {(he manner of selection is left to the discretion of each Re-
serve Bank.

QUALIFICATK)XS

The Federal Reserve Act provides no specific qualifications. for
branch directors, but the branch directorates have, under regiulatlons
of the Board and b}/_ practice, hegn constituted somewhat along the
lines of the head office boards. The Board of Governors in making
its appointments of hranch directors selects persons who are actively
engaged in agriculture, industry, commerce, or in the practice of a pro-
fession and who are not prlmarllY engaged in banking. The Reserve
Banks, on the other hand, generally appoint persons engaged in bank-
mH, although they may aBpoLn_t pérsons engaged in other husingsses.
ATl branch directors mast be citizens of the United States and residents
of the branch territory, and their business interests must be primarily
within the branch territory.

ROTATION

The membership of directors of branch boards is rotated in a man-
ner similar to the Board of Governors’ pollc%/ regarding rotation of
Class C directors of the Reserve Banks.  Both Board-appointed and
Reserve Bank-appointed directors may serve consecutive ferms totaling
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six years but are not. then €|I?Ib|e for reappointment, However, a
director who has had six years of continuous service may be reappointed
after two years off the ranch board when the. brarich hoard has a
five-man directorate. When the branch hoard is composed of seven
members, a director with six years of continuous service may be reap-
pointed after three years havé elapsed since such service.

FUNCTIONS

The specific duties of branch directors are ess_entlaII¥ advisory in
nature. The operations of a branch are the operations of the Reserve
Bank, and the head office directors, under the %eneral supervision of
the Board of Governors, are responsible for the Bank’s operations.
This is not to say that branch directors serve only in an inactive or
honorary capacity. Their wide experience and ftheir knowledge of
local conditions can be an invaluable aid to the Bank’s directors in the
operation of the branch. _ ,

Their role extends beyond advice on operatignal matters, how-
ever. Branch directors can, and should, (Jo_lay as squlcant a part as
the_head office directors in contributing inairectly to the formulation of
national credit policy and to an undefstanding of such policy. They,
no less than the diréctors of the Bank, can provide a valualile soyrce
of grass roots information and opinjon on significant economic develop-
ments and the effects of credit policy. At the same time their close
association with the System enables ‘them to furnish a valuable link
between it and the pubilic and to further understanding of the System

and its actions.

The Federal Reserve System is a complex organization whose
operations affect every regiof, every community, every citizen in the
nation, Its present organization, evolved from éxperierice, provides for
the establishment of national poth/ based on regional participation, in
contrast to the alternative of centralized determination and adminis-
tration of policy in which meaningful participation of regional repre-
sentatjves Is absent. _ L
. The System’s present processes of policy determination, implementa-
tion, and administration are thys consistent'with the political, economic,
and social traditions of the nation. The extent to which “men of stature
and ab|I|t¥ ... (edicated to the public, welfare™ continug to be WI||In? to
serve the Federal Reserve System may in large measure determine whether
this will continue to be true.
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SUMMARY OF OPERATIONS
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gt e comguter These severa aldvantages including the abl rw to
H { sonable. rncrease in volume of present oge ations, wi

achieved for approximately the same cost as the present system.
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NEW MEMUEU HANKS

Three newly formed Erfth District banks entered the Reserve SR/Sg

tem q J] wrth B/rGaanrches at Roc vﬁ?en 'H%t Wﬁeatop 0 enle\r/jerfor [r
ness on Au ust the F rst National Bank of Laurens,
aur ns ou Caro Ina, began bank erations, and on Novem-

ridge Natrona Bank, Elkridge, Maryland, became the
428th Drstrrct member bank.

CHANGES IN OFFICIAL STAFF

There were several chan]ges in the Ba soffrcrlal staff during 1961
On Februarg 28, Hugh Leac resigent of tne Bank_ since 1936, reérred
and was su cee ed X dward A Wagne ormer first vrceﬁ s ent
Al rey Heflin, rmer vice presr ent andvgenera cou se was
nan]e first vice "president, succeed da June 1,
Welford S, Farmer Was elected genera cougsel an |ctorE Pregeant,

, Was nam éssrstant VIce president % secretarx
Garnett N. Cam beIIretrr on May 1a assistant general audrt?
and |s posrtron Was assume Roger P."Schad.  The year 1961 also

sawt e r%trrerrh ‘ Vice r%srde UN. L. Armistead.
arlotte Branch Robert R. Fen}ress former assistant

cashrer was named assistant vice president, effective July 1L
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Comparative Statement of Condition

ASSISTS:

Gold certificate account

Redemption fund for Federal Reserve notes

TOTAL GOLD CERTIFICATE RESERVES -
Federal Reserve notes of other banks . __
Other cash

Discounts and advances

U. S. Government securities:
Bills
Certificates

Notes -
Bonds

TOTAL U. S. GOVERNMENT SECURITIES
TOTAL LOANS AND SECURITIES

Cash items in process of collection
Bank premises
Other assets

TOTAL ASSETS

MAKIIITIKS:

Federal Reserve notes

Deposits:
Member bank—reserve accounts
U. S. Treasurer—general account
Foreign
Other _

TOTAL DEPOSITS

Deferred availability cash items
Other liabilities

TOTAL LIABILITIES

CAPITAL ACCOrXT’s:

Capital paid in
Surplus

Other capital accounts

TOTAL LIABILITIES AND CAPITAL ACCOUNTS

Contingent liability on acceptances purchased for foreign correspondents

Digitized for FRASER
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December z1, 1961
$1,087,526,464.63
95,166,005.00

1,182,692,469.63
40,868,860.00
21,451,866.15
1,165,000.00

206,976,000.00
110,158,000.00
1,295,353,000.00
249,280,000.00

1,861,767,000.00
1,862,932,000.00

514,301,381.09
5,589,901.25
15,487,701.03

$3,643,324,179.15

$2,380,497,515.00

759,969,411.63
49,871,083.28
12,190,000.00
6,032,204.32

828,062,699.23

370,799,639.99
3,752,224.93

3,583,112,079.15

20,070,700.00
40,141,400.00

$3,643,324,179.15

$ 5,750,000.00

December 31, 1960
$1,035,163,268.08
81,220,045.00

1,116,383,313.08
42,922,520.00
21,478,712.60
510,000.00

183,566,000.00
573,437,000.00
790,004,000.00
160,963,000.00

1,707,970,000.00
1,708,480,000.00

482,195,599.14
6,113,204.43
13,171,811.21

$3,390,745,160.46

$2,185,035,255.00

726,682,213.22
24,626,957.46
9,630,000.00
6,137,511.26

767,076,681.94

380,482,167.80
1,813,305.72

3,334,407,410.46

18,779,250.00
37,558,500.00

$3,390,745,160.46

$ 10,449,000.00



Comparative Statement of Earning ™ AND EX I*I5NSES

EARNINGS:

Discounts and advances
Interest on U. S. Government securities
Other earnings

TOTAL CURRENT EARNINGS

EXPENSES:

Operating expenses (including depreciation on bank premises) after deduct-
ing reimbursements received for certain Fiscal Agency and other expenses

Assessments for expenses of Board of Governors
Cost of Federal Reserve currency

NET EXPENSES

CURRENT NET EARNINGS

ADDITIONS TO CURRENT NET EARNINGS:

Profit on sales of U. S. Government securities (net)

Transferred from Reserves for contingencies (net)

All other

TOTAL ADDITIONS

DEDUCTIONS FROM CURRENT NET EARNINGS

Net Additions

NET EARNINGS BEFORE PAYMENTS TO U. S. TREASURY .

Dividends paid —

Paid U. S. Treasury (interest on Federal Reserve notes)
Transferred to surplus

TOTAL

SURPLUS ACCOUNT

Balance at close of previous year

Addition account of profits for year

BALANCE AT CLOSE OF CURRENT YEAR

CAPITAL STOCIlv ACCOUNT

(Representing amount paid in, which is 50% of amount subscribed)

Balance at close of previous year
Issued during the year

Cancelled during the year

BALANCE AT CLOSE OF CURRENT YEAR
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1961

$ 152,702.60
59,258,665.26
17,151.11

59,428,518.97

10,581,541.90
287,400.00
697,278.71

11,566,220.61

47,862,298.36

219,353.67

515.24

219,868.91

3,594.91
216,274.00

$48,078,572.36

$ 1,168,329.36
44,327,343.00
2,582,900.00

$48,078,572.36

$37,558,500.00
2,582,900.00

$40,141,400.00

$18,779,250.00
1,318,050.00

20,097,300.00
26,600.00

$20,070,700.00

1960

$ 819,821.16
68,654,176.43
31,695.62

69,505,693.21

10,175,679.84
292,800.00
570,909.90

11,039,389.74

58,466,303.47

153,386.87
1,178,351.32
277.66

1,332,015.85

3,501.91
1,328,513.94

$59,794,817.41

$ 1,083,429.25
55,718,988.16
2,992,400.00

$59,794,817.41

$34,566,100.00
2,992,400.00

$37,558,500.00

$17,283,050.00
1,654,750.00

18,937,800.00
158,550.00

$18,779,250.00



FEIDELIAL HESERVE BANK OF RICHMOND

p HIECTOUS
Alonzo G. Decker, Jr.
Edwin Hyde
CLASS A
H. H. Cooley
A. Scott Offutt
Addison H. Reese
CLASS IS
L. Vinton Hershey
Robert E. L. Johnson
Raymond E. Salvati
CLASS C
Alonzo G. Decker, Jr.
William H. Grier
Edwin Hyde
MKM HKR

Robert B. Hobbs
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Chairman of the Board and Federal Reserve Agent

Deputy Chairman of the Board

President, The Round Hill National Bank
Round Hill, Virginia (Term expires December 31, 1962)

Chairman of the Board and President
The First National Bank of Washington, Washington, D. C.
(Term expires December 31, 1961)

Succeeded by: J. McKenny Willis, Jr., President
The Easton National Bank of Maryland
Easton, Maryland
(Term expires December 31, 1964)

President, North Carolina National Bank
Charlotte, North Carolina (Term expires December 31, 1963)

President, Hagerstown Shoe Company
Hagerstown, Maryland (Term expires December 31, 1961)

Succeeded by: Robert Richardson Coker, President
Coker’'s Pedigreed Seed Company
Hartsville, South Carolina
(Term expires December 31, 1964)

Chairman of the Board, Woodward & Lothrop, Inc.
Washington, D. C. (Term expires December 31, 1963)

Chairman of the Board, Island Creek Coal Company
Huntington, West Virginia
(Term expires December 31, 1962)

President, The Black & Decker Manufacturing Company
Towson, Maryland (Term expires December 31, 1962)

President, Rock Hill Printing & Finishing Co.
Rock Hill, South Carolina (Term expires December 31, 1963)

President, Miller & Rhoads, Inc.
Richmond, Virginia (Term expires December 31, 1964)

ADVISORY COUNCIL

Chairman of the Board, First National Bank of Baltimore
Baltimore, Maryland (Term expires December 31, 1962)
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Edward A. Wayne

President

J. Gordon Dickerson, Jr.

Vice President

Welford S. Farmer

General Counsel

Donald F. Hagner

Vice President

Edmund F. Mac Donald

Vice President

Upton S. Martin

Vice President

John L. Nosker

Vice President

Joseph M. Nowlan

Vice President and Cashier

B. U. Ratchford

Vice President

G. Harold Snead

General Auditor

Donald F. Hagner

Vice President

A. A. Stewart, Jr.

Cashier

Edmund F. Mac Donald

Vice President

Stanhope A. Ligon

Cashier
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James M. Slay

Vice President

Robert P. Black

Assistant Vice President

John G. Deitrick

Assistant Vice President

Stuart P. Fishburne

Assistant Vice President

H. Ernest Ford

Assistant Vice President

William B. Harrison, 11l

Assistant Vice President

Victor E. Pregeant, 1l

Assistant Vice President
and Secretary

B. F. Armstrong

Assistant Cashier

E. Riggs Jones, Jr.

Assistant Cashier

Robert R. Fentress

Assistant Vice President

Fred C. Krueger, r.

Assistant Cashier

27

FEDERAL RESERVE BANK OF RIC HMOND

OFFICERS

Aubrey N. Heflin

First Vice President

Raymond E. Sanders, Jr.

Assistant Vice President

Joseph F. Viverette

Assistant Vice President

Clifford B. Beavers

Assistant Cashier

John E. Friend

Assistant Cashier

William H. Gentry, Jr.

Assistant Cashier

John C. Horigan

Chief Examiner

Robert L. Miller

Assistant Cashier

Wythe B. Wakeham

Assistant Cashier

Roger P. Schad

Assistant General Auditor

liAl/riMC )RE 1{RANCH

A. C. Wienert

Assistant Cashier

CLIARIA)TTE 1ill AN( 11

E. Clinton Mondy

Assistant Cashier



15sAl/riIMORE BRANCII

DIRECTORS

Gordon M. Cairns
Harry B. Cummings

Harvey E. Emmart
James W. McElroy
John T. Menzies, Jr

J. N. Shumate
John W. Stout

CHARLOTTE BRANCH

)IRECT(>RS
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George H. Aull
J. C. Cowan, Jr.

W. W. McEaehern
G. Harold Myrick

|. W. Stewart

Clarence P. Street
G. G. Watts

Dean of Agriculture, University of Maryland
College Park, Maryland (Term expires December 31, 1962)

Vice President and General Manager
Metal Products Division, Koppers Company, Inc.
Baltimore, Maryland (Term expires December 31, 1963)

Senior Vice President and Cashier, Maryland National Bank
Baltimore, Maryland (Term expires December 31, 1964)

Director, First National Bank of Baltimore
Baltimore, Maryland (Term expires December 31, 1962)

President, The Crosse & Blackwell Company
Baltimore, Maryland (Term expires December 31, 1961)

Succeeded by: Leonard C. Crewe, Jr., President and
Treasurer, Maryland Fine and Specialty
Wire Company, Inc.
Cockeysville, Maryland
(Term expires December 31, 1964)

President, The Farmers National Bank of Annapolis
Annapolis, Maryland (Term expires December 31, 1963)

President, The Parkersburg National Bank
Parkersburg, West Virginia
(Term expires December 31, 1961)

Succeeded by: Martin Piribek, Executive Vice President
The First National Bank of Morgantown
Morgantown, West Virginia
(Term expires December 31, 1964)

Agricultural Economist, Clemson College
Clemson, South Carolina (Term expires December 31, 1963)

Vice Chairman of the Board, Burlington Industries, Inc.
Greensboro, North Carolina
(Term expires December 31, 1962)

President, The South Carolina National Bank
Greenville, South Carolina (Term expires December 31, 1963)

Executive Vice President and Trust Officer
First National Bank
Lincolnton, North Carolina (Term expires December 31, 1962)

Honorary Chairman of the Board
North Carolina National Bank
Charlotte, North Carolina (Term expires December 31, 1961)

Succeeded by: Joe H. Robinson, Senior Vice President
Wachovia Bank and Trust Company
Charlotte, North Carolina
(Term expires December 31, 1964)

President, McDevitt & Street Co.
Charlotte, North Carolina (Term expires December 31, 1964)

President
The Merchants and Planters National Bank of Gaffney
Gaffney, South Carolina (Term expires December 31, 1961)

Succeeded by: Wallace W. Brawley, President, The Com-
mercial National Bank of Spartanburg
Spartanburg, South Carolina
(Term expires December 31, 1964)

28



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



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





