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A meeting of the Board of Governors of the Federal Reserve

System was held in Washington on Saturday, December 28, 1935, at

12:10 p. m.

PRESENT: Mr. Eccles, Chairman (last part of meeting)
Mr. Thomas, Vice Chairman
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Szymczak

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Vest, Assistant General Counsel

Mr. Thomas stated that Chairman Eccles was temporarily detained

his office and had asked that the Board proceed with the considera-

tion of the special matter to be taken up and had stated he would join
the

meeting as soon as possible.

Mr. Morrill said that Chairman Eccles had advised him yesterday

"ening that he had received telephone messages from Mr. Rudolph Hecht,

4411111an of the Hibernia National Bank in New Orleans, and retired pres-
&tient

0- the American Bankers Association, and Mr. Robert V. Fleming,
Prese

nt President of the American Bankers Association, with regard to

sitim+
which would be created on January 1, 1956, if the Board's

t/ti°n Q, which prohibited the absorption by member banks of exchange
ttlicl 

collection charges as indirect payments of interest, were allowed to

ROLA() effect and a similar regulation were not issued by the Federal

llei513it Insurance Corporation. Mr. Morrill stated that the regulation

4c115ted by the Federal Deposit Insurance Corporation, which had not yet

the
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been issued, in its present form does not prohibit the absorption of

exohang e or collection charges by insured nonmember banks, that the

chatrman of the Federal Deposit Insurance Corporation, Mr. Crowley, had

agreed to discuss the matter next Monday with Chairman Eccles, and that

41". Crowley had agreed to defer the effective date of the Corporation's

l'egulation to February 1, 1956. Therefore, until that date at least

illellred nonmember banks would be free to absorb exchange and collection

charges) thereby placing national and State member banks at a decided

competitive disadvantage. Mr. Morrill said that he understood that Mr.

Hecht and Mr. Fleming had advised Chairman Eccles that they felt that

111 these circumstances some action should be taken by the Board to re-

lieve member banks of the duty of complying with the applicable provi-

i°11 of Regulation Q at least until the new Federal Deposit Insurance

C°rPoration regulation shall become effective.

Chairman Eccles had indicated agreement with this position, Mr.

Morrill said, and, in accordance with his request, the Legal Division
had n

i'rePared a draft of telegram to all Federal reserve banks suspend-

the applicable provision of Regulation Q until the date upon which
the r_

'gulation which was to be issued by the Federal Deposit Insurance
Corpo

ration relating to the payment of interest on deposits by insured
Or ember banks became effective. The telegram had been placed in cir-

1° among the members of the Board and Mr. James had suggested
that

a meeting be called to discuss the matter.
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Upon entering the meeting Chairman Eccles related the substance

of his telephone conversation with Mr. Hecht, and advised that Mr.

Fiftire was quite concerned about the matter. He also said that a meet-

had been arranged for Monday, December 30, at which he, Mr. Fleming,

4'14 Mr. Crowley, Chairman of the Federal Deposit Insurance Corporation,

710111d be present, for a consideration of the whole matter, and that it

aPPeared to him that the best solution of the matter would be to suspend

the
aPPlicable provision of the Board's regulation before it went into

effect, rather than to permit it to go into effect after which the Board

nlight be placed under the necessity of amending or revoking the provi-

1°11 in the event the Federal Deposit Insurance Corporation did not see

tit to adopt similar provisions in its regulation.

Mr. James stated that he had been advised by Mr. Paul U. Davis,

1'48J-dent of The American National Bank, Nashville, Tennessee that his
bajak

11112 in active competition with a nonmember bank in the State, that
the ,

J-atter bank had been informed that the Federal Deposit Insurance

C°rPoration had no authority to prohibit the absorption of exchange and

°11ection charges as indirect payments of interest, and that, therefore,

the nonmember bank was making arrangements to solicit from banks through-

°Ut the 
State of Tennessee the deposits which they were carrying in

rneillher banks.

As a result of the discussion the telegram was amended to read
4E tollows:

"Pending action by the Federal Deposit Insurance Corporation
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H
on its regulations relating to the payment of interest on
dePosits by insured nonmember banks Board defers until such
date as may be fixed by further action of the Board the date
Upon which subsection MI entitled 'Interest' of section I
revised Regulation Q, becomes effective. Horever, all pre-
visions of Regulation Q, other than subsection (f) of section
It ri.11 become effective January 1, 1936. Please advise all
member banks in your district to this effect without delay."

Mr. Thomas moved that the Board defer
the effective date of subsection (f) of
section I of Regulation Q until further
action by the Board.

Carried unanimously.

Mr. Szymczak moved that, in accordance
with this action, the amended telegram as
set forth above be forwarded immediately to
all Federal reserve banks.

Carried unanimously.

Chairman Eccles stated that a letter had been received from Vr.
k4iti

-4) Federal Reserve Agent at the Federal Reserve Bank of Philadel-
Nate

4 under date of December 24, 1935, in which he stated that at the

"4 of the board of directors of the bank to be held on December 31,
°tile

era r:ould be elected, their salaries fixed, and such other action
tekez

" was necessary to carry on the organization of the bank for the

tiel7 Year; that due to the prospective change in the titles of the
govern_

ur and deputy governor to president and vice president, it vas

-74 that the latter officers could not be elected until March 1 and

was Mr. Austin's thought that the Governor and Deputy Governor
b

that

e 1TPointed for a period of two months to March 1 and their
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salaries fixed accordingly and that all other officers should be ap-

Pointed for a full year. The letter also requested that if this was

not the proper procedure Mr. Austin be so advised.

Mr. Eccles said that Governor Harrison of the Federal Reserve

Batik of New York also had discussed with him the question raised in Mr.

'4-ri ls letter and that, as a result of these inquiries, he had re-

Illested Mr. Morrill to prepare a telegram to Ur. Austin and the chair-
ten

of the other Federal reserve banks, advising that it seemed clear
tO 41,

Board that the election not only of the goverxr and senior deputy

g°1terlaor, but of all of the deputy governors should be limited to the

Penlod ending at the close of business on February 29 and action upon

thelz salaries likewise limited to that period. The telegrams also Eug-
heted that during the next two months a review be made of the bylaws

it +1,
'"e light of the amendments to the law, that, although it was recog-

°r the -maks for the purpose of considering what changes should be made

sd that the bylaws of the banks were not subject to the Board's ap-

141111, it was believed that in the consideration of changes the desir-
liblai,

of general uniformity throughout the System should be taken into
411Int, ard that therefore it would be helpful if, before the directorstook

for 
action upon any amendments, a draft of the proposed changes

submitted to the board of governors for such suggestions as it mayw

°uld te of assistance.

Mr. Miller suggested that the reference in the telegrams to the

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



2881

12/28/35 -6-

am endments to the bylaws be omitted.

Suggestions were made as to the procedure that might be fol-

lowed in amending the bylaws of the banks and it was agreed that a

Procedure should be followed which would result in the adoption of by-

laws which would be as uniform as possible under the circumstances exist-
lrmg at the several Federal reserve banks.

It was pointed out that, because of the requirement of Section
14(b) of the Federal Reserve Act, that the Federal reserve banks estab-
lish 

discount rates every fourteen days or oftener if deemed necessary

bithe Board, and in view of the fact that the boards of directors of
8orne of the banks met only once -Meeor a month, the question was pre-

13e4ted whether the executive committees of the banks had authority to

sh such rates in the absence of a meeting of the board of direc-

tors' as well as the question of the composition of the executive con-
ttt

of the respective banks. It was also pointed out that the gayer-
tor

In the bank is chairman of the executive
the reciereti

Itietbers

(1r the executive committee.

Mr. Thomas

sil°111d be 
composed

414 
Stated that if

114tik would not be a

reserve banks, and the opinion

of the Board that the

committee at

was

nearly all of

expressed by some of the

chairman of the board should be chairman

expressed the opinion that the executive committee

only of members of the board of directors of the bank,

that procedure were followed the president of the

member of the committee.
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Chairman Eccles suggested that action on this matter be deferred

until a letter to the chairmen of all Federal reserve banks could be

PrePared in the light of the authority of the Board in connection with

"endments to the bylaws of the Federal reserire banks.

At the conclusion of the discussion, upon
motion by Mr. Szymczak, the telegram to Mr.
Austin was approved unanimously in the follow-
ing form, with the understanding that it would
be sent immediately without circulation among
the members of the Board for initials:

"Inquiry contained in your letter December 24 in regard to
election of officers of your bank at next meeting of directorsto be held on December 31 has been considered by Board. In view
of the fact that the Banking Act of 1935 amended the Federal Re-
serve Act so that, effective March 1, 1936, the senior executive
officers of the bank will be the President and the Vice Presi-
dents and that the President will be the chief executive officer
of the bank, all other executive officers and all employees of
the bank being directly responsible to him, it seems to the
Board clear that the election not only of the Governor and senior
DePuty Governor but of all the Deputy Governors should be limited
to the period ending at the close of business February 29, the
action upon their salaries being likewise limited to this period.
Other matters involving changes in organization and procedure
Under the Banking Act of 1935 have also been brought to the at-
tention of the Board which will be dealt with in a letter which
wU1 follow at a later date."

A telegram to the chairmen of the other
Federal reserve banks which referred to the in-
quiry from Mr. Austin and quoted the telegraphic
reply set forth above, was also approved unan-
imously for immediate transmittal, and Mr. Morrill
and Mr. Wyatt, General Counsel, were requested to
prepare for consideration a draft of a letter to
the Chairmen of the Federal reserve banks suggest-
ing a procedure to be followed in amending the
bank's by-laws which would result, if possible,
In general uniformity in the by-laws of all of
the Federal reserve banks.
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At this point Mr. Vest withdrew from the meeting and the

Board acted upon the following matters:

Letters to Mr. Strater, Secretary of the Federal Reserve Bank

of 
Cleveland, Mr. Stevens, Chairman of the Federal Reserve Bank of

Chicago, and Yr. Walsh, Chairman of the Federal Reserve Bank of Dallas,

stating that the Board approves the establishment without change by

the 
respective banks on December 27, 1955, of the rates of discount

arld purchase in their existing schedules.

Approved unanimously.

Telegram to Mr. Curtiss, Federal Reserve Agent at the Federal

Reserve Bank of Boston, reading as follows:

"Your letter December 13. Board approves reappointment
of Charles F. Gettemy, and William D. McRae as Assistant
Federal Reserve Agents at your bank. Board also approvesreappointment of Clifford E. Morrissey and Dana D. SawyertO assist Federal Reserve Agent in the function of issuing
and retiring Federal reserve notes are Federal reserve bank

Mr. Osgood advised Mr. Hamlin under date of December21 that he had tendered his resignation to become effective

Is of December 31, 1935, and, therefore, Board is not approv-
ng his reappointment as Assistant Federal Reserve Agent."

Approved unanimously.

Telegram to Mr. Case, Federal Reserve Agent at the Federal

41441% Bank of New York, reading as follows:

m. "Your telegram December 13. Board approves reappoint-
of Ray M. Gidney, William H. Dillistin, Herbert S. Downs
Harold V. Roelse as Assistant Federal Reserve Agents at.21.1r bank. Board also approves reappointment of William F.

reehan, Jere V. D. Stryker, Alfred J. Hudson, Norman C.
4̀)°Per, and Robert H. Phinney, to act for Federal Reserve
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"Agent in issuing and retiring Federal reserve notes, and
of W. Edgar Crosby as a Special Assistant to the Federal
Reserve Agent at the Federal Reserve Bank of New York, with
the understanding that he will not have power to act in the
name and stead of the Federal Reserve Agent and will not have
custody or control of, or access to, any currency or col-
lateral in the custody of the agent or the joint custody of
the agent and the bank."

Approved unanimously.

Telegram to Mr. Austin, Federal Reserve Agent at the Federal

Reserve Bank of Philadelphia, reading as follows:

"Your letter December 14. Board approves reappoint-
ment of Arthur E. Post and Ernest C. Hill as Assistant
Federal Reserve Agents, and J. Frank Rehfuss and Zell G.
Penner as Acting Assistant Federal Reserve Agents, at your
benk.n

Approved unanimously.

Telegram to Mr. Fletcher, Acting Federal Reserve Agent at the

Nletal Reserve Bank of Cleveland, reading as follows:

"Board approves continuance of appointment of J. B.
Anderson and Howard Evans as Assistant Federal Reserve
Agents at your bank and also continuance of temporary ap-
Pointment of W. H. Nolte and Clyde Harrell as Acting As-
sistant Federal Reserve Agents at your Pittsburgh and
Cincinnati branches, respectively. Board also approves
Your continuance as Acting Federal Reserve Agent in ac-
cordance with arrangement of November 28, 1954."

Approved unanimously.

Telegram to Mr. Fry, Assistant Federal Reserve Agent at the

'41 Reserve Bank of Richmond, reading as follows:

"Mr. Hoxton's telegram December 15. Board approves
Your reappointment as Assistant Federal Reserve Agent
troi re appointment of R. L. Shepherd as Acting Assistant
Federal Reserve Agent at your bank; also temporary reap-
Pointment of L. E. Anderson and Charles E. Francis as
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"Acting Assistant Federal Reserve Agents at your Britimore and
Charlotte branches, respectively."

Approved unanimously.

Telegram to Mr. Clark, Assistant Federal Reserve Agent at the

Pederal Reserve Bank of Atlanta, reading as follows:

"Board approves continuance of your appointment as Assist-
ant Federal Reserve Agent at the Federal Reserve Bank of Atlanta.
Board also approves continuance of appointment of J. R. UcCravey,

as Acting Assistant Federal Reserve Agent at your bank or
at any of its branches."

Approved unanimously.

Telegram to Mr. Stevens, Federal Reserve Agent at the Federal

414T7e Bank of Chicago, reading as follows:

"Your letter December 13. Board approves reappointment ofC. S. Young and George A. Prugh as Assistant Federal Reserve

r!gents at your bank, and of John H. Martin as Assistant Federalarve Agent at your Detroit branch. Board also approves re-
*.1PPointment of Carl Schelling to act for Federal Reserve Agent
4.11 the receipt and delivery of Federal reserve notes."

Approved unanimously.

Tel egzaw to Er. Wood, Federal Reserve Agent at the Federal Re-
serve

4ank of St. Louis, reading as follows:

or "Your letter December 15. Board approves reappointment
M. Stewart as Assistant Federal Reserve Agent, and

IN am E. Peterson and Frank S. Parker as Acting Assistant
,tederal Reserve Agents at your bank. Board also approves
perriPc)rary reappointment of L. A. Moore, L. T. Walker and J.Goldschmid as Acting Assistant Federal Reserve Agents at
4, Louisville, Memphis and Little Rock branches, respec-
'"LvelY. "

Approved unanimously.
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Telegram to Mr. Peyton, Federal Reserve Agent at the Federal

Reserve Bank of Minneapolis, reading as follows:

the

"Your letter December 13. -Board approves reappointment
Of F. M. Bailey and E. tr. Swarson as Assistant Federal Reserve
Agents at your bank. You were advised in Board's letter of
December 3, 1935, of approval of appointment of Oliver S.
Powell as Assistant Federal Reserve Agent, effective as of
January 1, 1936. It is understood that Mr. Bailey will be re-
tired on February F, 1936. Board also approves appointment
of A. w. Mills to act as alternate for Federal Reserve Agent
and Assistant Federal Reserve Agents, when necessary, in
capacities stated in your letter. Board feels that repre-
sentative of Federal Reserve Agent should be responsible to
agent and independent of bank and it is understood that Mr.
Mills in his present position meets that requirement. Mr.
Mills should execute a bond in the form accompanying letter
of October 8, 1935, and he should not act as alternate for
the Federal Reserve Agent or Assistant Agents until bond has
been approved by Board. Before bond is forwarded to Board
for approval, it should be examined by your counsel to de-
termine whether its execution complies fully with rules
printed on reverse side of form of bond 182."

Approved unanimously.

Telegram to Mr. McAdams, Assistant Federal Reserve Agent at

Federal Reserve Bank of Kansas City, reading as follows:

"Board approves continuance of your appointment asAssi
stant Federal Reserve Agent at Federal Reserve Bank of

,1 -„Itnsas City and of H. H. Rhodes as Acting Assistant Federal
ro'!serve Agent at your bank. Board also approves continuance
c;-. temporary appointment of T. Gordon Sanders, and J. C.
'Irk, Jr., as Acting Assistant Federal Reserve Agents at
J°11r Omaha and Oklahoma City branches, respectively."

Reeerve

Bank of Dallas, reading as follows:

Approved unanimously.

Telegram to Mr. Walsh, Federal Reserve Agent at the Federal

"Your telegram December 13. Board approves reappointment
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"C. C. Hall and W. 3. Evans as Assistant Federal Reserve
Agents at your bank, and temporary reappointment of D. S.
Lawhon and C. P. Gowland as Acting Assistant Federal Re-
serve Agents at your Houston and San Antonio branches, re-
spectively. In accordance your wire December 20, no action
Will be taken on continuation of temporary appointment of
Acting Assistant Federal Reserve Agent at El Paso pending
receipt of additional information from you."

Approved unanimously.

Telegram to Mr. Sargent, Assistant Federal Reserve Agent

at the Federal Reserve Bank of San Francisco, reading as follows:

Feder

tht

"Board approves continuance of your appointment and
that of Oliver P. Vheeler as Assistant Federal Reserve
Agents at Federal Reserve Bank of San Francisco. Board
also approves continuance of temporary appointment of
Henry D. Swengel as Acting Assistant Federal Reserve Agent
at your Los Angeles branch."

Approved unanimously.

Letter to Mr. Fletcher, Acting Federal Reserve Agent at the

40- Reserve Bank of Cleveland, reading as follows:

"Receipt is acknowledged of your letter of November
3° with its inclosure of a copy of the request of The Com-
.71;InitY Bank, Napoleon, Ohio, that the submission and pub-
Lcation of the report of its affiliate, the Napoleon
•(431'tgage Loan Company be waived by the Board. The request
:411 be given consideration in connection with possible
'evisions in the general terms of waiver.

feel
-L

-J-4 "Your comments with reference to the member tank's
ng that it is subject to some discrimination if re-

1?ort8 of the Napoleon Mortgage Loan Company have to be

rbmitted, while reports of the Commercial Mortgage Loan
"IPany apparently do not, have been noted."

Approved unanimously.

Letter to Mr. Sargent, Assistant Federal Reserve Agent at

1.lecieral Reserve Bank of San Francisco, reading as follows:
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"Receipt is acknorledged of copies of your letters of
November 25, November 270 and December 5 to the Twin Falls
Bank & Trust Co., Twin Falls, Idaho, the Almira St. Bark,
Almira, Wash., and the Pacific St. Bank, South Bend, Wash.,
respectively, regarding republication of the reports of the
affiliates of those member banks. Under the circumstances
mentioned, republication of the reports referred to will not
at this time be required."

Approved unanimously.

Memorandum dated December PO, 1935, from Mr. James with re-

gard to the requests received from the Federal reserve banks for author-

itY t° make certain charge-offs at the end of the current year, to set

11P certain reserves, and to pay the regular semi-annual dividend at the

end f 1955. The memorandum recomended that:

1.

2.

3.

In view of the very substantial excess of market
value over book value of United States Government secur-
ities held by the Federal reserve banks, no amounts be
set aside at the end of 1955 as a reserve for deprecia-
tion on United States Government securities, but that
the Federal Reserve Bank of Boston which proposed to
transfer profits from the sale of United States securi-
ties to reserve for depreciation on United States securi-
ties, and the Federal Reserve Bank of San Francisco,
Which proposed to transfer all net earnings remaining
after payment of dividends to reserve for depreciation
on United States securities, be authorized to transfer
to "Reserves for losses not elsewhere provided for" any
net earnings remaining after the payment of dividends.

In accordance with the usual procedure, the Federal
reserve banks be authorized to charge off the amount
of furniture and equipment purchased during 1955.

The Federal reserve banks be authorized to set aside
the usual 2% reserve on bank buildings and 10% reserve
O n fixed machinery and equipment, that the Federal Re-
serve Bank of New York be authorized to charge off t82,000
net representing the value of the head office building
destroyed in construction of the ner addition and P,269,000
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6.

7

-14 -

representing the cost of alterations made necessary there-
by, and to set up reserves of f'744,579 on the head office
building and ;_92,800 on the Buffalo branch building to
reduce book value of the Buffalo building to a point
where a 100% reserve will be attained in 30 more years
by the normal ?% annual addition thereto and to increase
the present reserve on the head office building by the
difference between $1,000,000 and the additional reserves
of '-',32,800 to be set aside on the Buffalo building, of
$159,000 on the annex building and '-..13,000 on the build-
ing at Number 10 Gold Street; that the Federal Reserve
Bank of Minneapolis be authorized to charge-offt.)20,000
on the Helena branch building because of earthquake dam-
age; and that the Federal Reserve Bank of Dallas be
authorized to charge-off $14,000 on the El Paso site,
11,000 on the El Paso building, .:,-35,000 on the Houston
building, and30,000 on the San Antonio building be-
cause present book values are very substantially in ex-
cess of markEt values.

The Federal Reserve Banks of Cleveland and Kansas
City be authorized to set aside reserves of :i100000 and
approximately ,720,000, respectively, to cover prospec-
tive losses on industrial advances and commitments.

The Federal Reserve Banks of New York, and Chicago
be authorized to set aside additional reserves for losses
in the amounts of approximately *1,301,000 and $1,000,000,
respectively, and that the Federal Reserve Banks of
Cleveland, St. Louis and Minneapolis be authorized to
transfer to their reserves for losses all net earnings
remaining after the payment of dividends, and the Federal
heserve Bank of Richmond all such net earnings except a
nominal amount.

The Federal reserve banks be advised that in the
opinion of the Board the land acquired for the site for
the Board's new buildinp and the building should not be
carried as an asset of the Federal reserve banks and
that, accordingly, they are authorized to charge the
assessments made against the respective banks to cover
the cost of the site and the building to profit and
loss.

The Federal Reserve Bank of New York be authorized
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8.

9.

10,

to set aside an additional reserve of approximately
e59,000 for self insurance representing the income during
1935 on the investment of its self insurance reserve,
and that the Federal Reserve Bank of Kansas City be
authorized to set aside an additional reserve of approxi-
mately $124,000 for self insurance representing the in-
come during 1935 on the investment of its present self
insurance reserve, and all net earnings remaining after
the payment of dividends.

Pending submission of a supplemental memorandum,
the Federal Reserve Bank of Chicago be advised that in
lieu of paying ft1,300,000 to the Retirement System on
its prior service liability as proposed by that bank,
an additional amount of e1,300,000, less the amount, if
any, paid on its prior service liability at the end of
the year in accordance with the five year plan outlined
in the Board's telegram of December 21 may, if desired,
be transferred to reserve for contingencies.

The Federal Reserve Banks of New York, Cleveland
and Richmond be authorized to set aside the usual re-
serves for depreciation on other real estate, and that
the Federal Reserve Bank of New York be authorized, in
addition, to increase its reserves on the annex building
by approximately tl59,000, and on the building at Number
10 Gold Street by approximately n3,000 so that, on the
basis of the 2% annual depreciation charge, the reserve
will reach 100% in 30 more years.

The Federal reserve banks be instructed to follow
the same procedure at the end of 1935 as was followed
at the end of 1934 with respect to net earnings under
Section 13b, i.e., allocate to funds received from the
Secretary of the Treasury under Section 13b any net
earnings or deficiency in earnings on industrial ad-
vances and commitments in the proportion that the aver-
age daily amount of funds received from the Secretary of
the Treasury bears to the average amount of industrial
advances and commitments outstanding; charge any loss
so calculated to Surplus (Section 13b); pay to the Treas-
urer of the United States any net earnings so calculated
up to 2% of the total payments received from the Secre-
tary of the Treasury, and credit any remainder to Sur-
plus (Section 13b).

2890
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11. Each Federal reserve bank be authorized to pay the
usual semi-annual dividend at the close of the year.

Recommendations approved unanimously.

Memorandum dated December 27, 1935, from Mr. James, stating

that replies to the Board's telegram of December 21, 1935, with regard

to the discharge by the Federal reserve banks of their prior service

liability to the Retirement System over a period of five years at

zaturity value discounted at 2% per annum, had been received from all

Of the Federal reserve banks; that ten of the banks had given unquali-

fiel approval to the plan as outlined in the telegram; that the Federal

Rea"ve Bank of Chicago had stated that the plan was agreeable but that

the bank was of the opinion that the discount rate at which the funds

*Mild be accepted by the Retirement System should be a matter for ne-

g°tiation between the Retirement System and the contributing banks if

b r rates in the open market should become lower than at present;

411d that the Federal Reserve Bank of Minneapolis had stated that four

°I the directors, at a meeting on December 23, had decided that they

"1°111c1 be willing to recommend to the full board the advancing of nay-

"18 Provided the bank would be allowed to take the full amount of

141 contribution from surplus at this time and either pay it to the

116tireinent System immediately or set it up as a reserve on its books

r(11'fliture Payments as outlined. The memorandum recommended that the

131(111 °I% advanced payments be approved by the Board (which would include

t4414thorization for advance payments by the Board as an "employing
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”bellk") and the Federal reserve banks be advised accordingly; that the

Federal Reserve Bank of Minneapolis be advised that the Board will

interpose no objection to that bank setting up a reserve for contingen—

cies at the end of the year equal to the prior service liability pay—

ments which it will be required to make under the plan outlined in the

Bcard ts wire of December 21, during the calendar years 1936 to 1939,

illcausive, with the understanding that the bank will charge to current

"penses each month during such period the proper proportion of its

linPaid liability for prior service as calculated by the Retirement

8rEtsm'8 actuary; that in view of advice received from Mr. McKay,

tePut7 Governor of the Federal Reserve Bank of Chicago, that bank be

"Ic'rized to set aside a reserve at the end of 1935 in the amount of

$11*M7,924 to discharge its prior service liability to the Retirement

SYst
em, instead of S1,300,000 as recommended in the memorandum of

bA

-cember 26 above referred to.

Approved unanimously.

Telegram to Governors Schaller and McKinney of the Federal Re—
eerve

luanks of Chicago and Dallas, respectively, reading as follows:

se ,."In accordance with provisions of paragraph (a) of
elaon 3 of revised Regulation D, Board approves change

VI weekly reserve computation period for reserve city banks21 Your district located outside the Federal Reserve bank
nd branch cities, so that it will end on Friday instead
174: Wednesday as at present, such change to be effective
1,th the report period ending Friday, January 3, 1936.
0"cident to that change the report for the first period
11 the new basis Should cover nine days."

Approved unanimously.
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Telegram to the governors of all Federal reserve banks, read-

as follows:

"In accordance with provisions of paragraph (a) of
section 5 of revised Regulation D, Board has recently ap-
proved change in weekly reserve computation periods in three
districts for reserve city banks located outside the Federal
Reserve bank and branch cities so that such periods will
end on Friday. With these changes the reserve computation
Periods in all districts according to Board's records are
uniform, that is, all semi-weekly periods end on Tuesdays
and Fridays, weekly periods on Fridays, and semi-monthly
Periods on the 15th and last business days of the month."

Approved unanimously.

Memorandum dated December 21, 1955, from Mr. Smead, Chief of

the Division of Bank Uperations, referring to his previous memorandum

Of 
November 19 with regard to an inquiry made of Mr. G. 0. Barnes,

4scutive Assistant to the Treasurer of the United States by the Fed-

Reserve Bank of New York regarding the procedure to be followed

h"ing t2,000,000,000 of gold certificates shipped from the Treasury

to the Federal Reserve Bank of New York, $1,500,000,000 for the Fed-

reserve bank, and .S500,000,000 for the Federal Reserve Agent.

14 that memorandum it was stated that it was understood that if gold

e8ttiricates were sent to New York they would be shipped under Govern-

11"t rrank but that the certificates would have to be insured and that

the insurance would cost approximately $57,000 or Z58,000; that while
the
'rea3lary would pay insurance charges on ordinary shipments it

eta
klt feel that it should absorb an insurance charge of over 150,000

°11
'"11:Iments of gold certificates to the Federal Reserve Bank of New
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7°114 that on November 18 Mr. Coe, Deputy Governor of the Federal

Reserve Bank of New York, called Mr. Smead with respect to the pro-

Poised Shipment and suggested that it might be possible toarrange to

have the certificates sent to New York under special guard, thus avoid-

the insurance charge; and that he Smead) had discussed the

matter with Deputy Governor Rounds of the New York bank, who was in

1413hangton at that time, and had been advised that the latter would

discuss the matter upon his return to New York with Governor Harrison

smd advise further with regard thereto. The memorandum dated Decem-

het 21 stated that advice had now been received that Governor Harri-

114)1
desired to have the $2,000,000,000 of gold certificates shipped

to the New York bank by the Treasury Department and that the Federal

413"vs bank would like to have the shipment made under armed guard

thus avoiding the insurance charge; that advice had also been received

*ft the office of the Treasurer of the United States that this would

be An
-.5reeable to the Treasury provided the Federal Reserve Bank of New

1111 would Pay the cost of shipment which would be less than t100;

414 that Mr. Coe, Deputy Governor of the bank, had advised that the

b44k was willing to pay the cost and would like to have the shipment
Msde

ae soon as convenient. The memorandum also stated that if the

Bokbl
saw no objection to this procedure, Mr. Coe would be asked to

%Ike the necessary arrangements direct with Mr. Barnes with respect
to 

the 
shipment.

No objection was interposed.
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Thereupon the meeting adjourned.

APPrOved:
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