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& meeting of the Board of Governors of the Federsl Reserve

S
YStem was held in Weshington 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, Assistent General Counsel

Mr. Thomes steted thet Chairmen Eccles wes temporerily detsined
" his office and had asked thst the Boerd proceed with the considera-
ton o the speciel matter to be taken up and hed stated he would join
o “eeting as soon as possible.

Mr. Morrill said thet Chairman Eccles had advised him yesterday
:Vmung thet he had received telephone messages from Mr. Rudolph Hecht,
h&irman of the Hibernie National Bank in New Orleans, and retired pres-

gy
t
°f the American Bankers Association, and Mr. Robert V. Fleming,

pl‘e
Sent, President o)
t

f the American Bankers Association, with regard to
he
5
ituation which would be created on Janusry 1, 1936, if the Board's
&gul
)
tion Q, which prohibited the absorption by member banks of exchange

&g ,
0
llection cherges as indirect payments of interest, were allowed to

g0 i
o ope
) &ffect and o similar regulation were not issued by the Federal
BDOSi
t Ing
" In‘-'uI‘zamce Corporation. Mr. Morrill ststed that the regulation
opted by

the Federal Deposit Insurance Corporetion, which had not yet
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been issued, in its present form does not prohibit the &bsorption of
SXchange or collection charges by insured nonmember banks, that the
ch'ail'man of the Federal Deposit Insurance Corporation, Mr. Crowley, had
8€reed to discuss the matter next Monday with Chairman Eccles, and that
tir, Crowley had agreed to defer the effective date of the Corporation's
Tegulation to February 1, 1956. Therefore, until that date at least
insurEd nonmember banks would be free to sbsorb exchange and collection
chargES, thereby placing nationsl and State member banks at & decided
“Ompetitive disadvantage. Mr. Horrill said that he understood that Mr.
flecht &nd Mr. Fleming had advised Chairman Eccles that they felt that
i thege Circumstances some action should be teken by the Board to re-
lieve Member banks of the duty of complying with the appliceble provi-
Slon of Regulation Q et least until the new Federal Deposit Insurance
*TRoration regulation shall become effective.
Chairman Eccles had indicated agreement with this position, MNr.

Morrill said, and, in accordence with his request, the Legal Division

& preP&PEd & draft of telegram to all Federal reserve banks suspend-
1ng the @pplicable provision of Regulation Q until the date upon which

g I“‘:'g‘ll«'ition which was to be issued by the Federal Deposit Insurance
Corpor&tion T , P, g olet
& ating to the payment of interest on deposits by insured

nmember banks became effective. The telegram had been placed in cir-

Wy s
e ‘on &nong the members of the Board and Mr. James had suggested
t

& . :
Meeting be celled to discuss the matter.
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Upon entering the meeting Chairman Eccles related the substance

°f hig telephone conversation with Mr. Hecht, and advised that lr.
Flening yag quite concerned about the matter. He also said that a meet-
lng had been arranged for Honday, December 50, at which he, Mr. Fleming,
and iy, Crowley, Chsirman of the Federal Deposit Insurance Corporation,
Woulg be pPresent, for a consideration of the whole matter, and that it
aDpeared to him that the best solution of the matter would be to suspend
the 8PPlicable provision of the Board's regulation before it went into
U8R, rathen than b parait At bol g0 dxte effect alter #ilioh thes Bosrd
Might be placed under the necessity of amending or revoking the provi-
Slon in the event the Federal Deposit Insurance Corporation did not see

b to 8dopt gimilar provisions in its regulation.

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

®8ldent, of The American National Bank, Nashville, Tennessee that his
bank.was in active competition with a nonmember bank in the State; that

® latter bank had been informed that the Federal Deposit Insurance
orporation had no authority to prohibit the absorption of exchange and
e lection charges as indirect payments of interest, and that, therefore,

" ommenber bank wes making arrangements to solicit from banks through-
0
¥ the State of Tennessee the deposits which they were carrying in

In&mber bankg p

As & result of the discussion the telegram was amended to read

&
8 f°1lowS;

"Pending action by the Federal Deposit Insurance Corporation
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"on its regulations relzting to the payment of interest on
quOSits by insured nonmember tanks Boerd defers until such
Yale as mey be fixed by further action of the Board the date
uvon vhich subsection (f), entitled 'Interest' of section I
Tevised Regulation G, becomes effective. However, all pro-
Visions of Regulation Q, other than subsection (f) of section
» Will become effective January 1, 1936. Please sdvise ell
Member banks in your district to this effect without delay."

Mr. Thomes moved thet the Board defer
the effective date of subsection (f) of
section I of Reguletion Q until further
action by the Board.

Carried unanimously,

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

Carried unanimougly.

i Chairmen Eccles steted thet & letter had been received from Nr.

u

hatin, Federsl Reserve Agent zt the Federal Reserve Bank of Philadel-

bh

mie’ Uder date of December 24, 1935, in which he steted thet at the

Qats

i *Ie of the boerd of directors of the bank to be held on December 31,
I\-

tklcers ¥ould be elected, their salsries fixed, &nd such other sction

8
it Wes necessary to carry on the organizetion of the benk for the

hew
Yeap.
T3 thet Gue to the prospective chenge in the titles of the

ﬂs%ed "
th

and Geputy governor to president and vice president, it wes

hat the latter officers could not be elected until Merch 1 end
&ti

Y88 Mr. Austin's thought that the Governor and Deputy Governor
shonld

e

&Ppointed for a period of two months to March 1 end their
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Salaries fixed accordingly and that all other officers should be ap-
Pointeq for a full year. The letter also requested that if this was
"0t the Proper procedure Mr. Austin be so advised.

Wr. Eccles said that Governor Harrison of the Federal Reserve

Bank Of New York also had discussed with him the question reised in Mr,

tstinig letter and that, as a result of these inquiries, he had re-

Mesteg ¥r, Morrill to prepare & telegram to lMr. Austin and the chair-
Ten op the other Federal reserve banks, advising that 1t seemed clear

the Board that the election not only of the governor and senior deputy
g°Vernor, but of 211 of the deputy governors should be limited to the
Periog ending at the close of business on February %9 and ection upon

oy Selaries likewise limited to that period. The telegrams also sug-
gested that during the next two months a review be made of the bylews
o the banks for the purpose of considering what changes should be mede

{n
the light of the amendments to the law, that, although it wes recog-

ni 2 2 o
*d that the bylaws of the banks were not subject to the Board's ap-
Drg val

* 1t was believed thet in the consideration of changes the desir-

% &bility of general uniformity throughout the System should be taken into
% :“%unt’ 8nd that therefore it would be helpful if, before the directors
? JMk Tormay action upon any emerdments, a draft of the proposed changes
‘

¥ b tteq to the board of governors for such suggestions &s it may

A 8e)
) Wo
/‘; Uld pe of assistance.

Mr, Miller suggested that the reference in the telegrams to the
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Mendments to the bylaws be omitted.

Suggestions were made as to the procedure that might be fol-
loveq in amending the bylews of the banks and it was agreed that e
pr°°edure should be followed which would result in the adoption of by~
lawg ¥hich would be as uniform as possible under the circumstances exist-
lng at the several Federal reserve banks.

It was pointeé out that, because of the requiremert of Section
lq(b) of the Federal Reserve Act, that the Federal reserve banks estab-
Leh discount rates every fourteen days or oftener if deemed necessary
by the Board, and in view of the fact that the boards of directors of
e of the banks met only once or twice a month, the question was pre-

8 .
®hiteq Yhether the executive committees of the banks had authority to

8 :
atabliSh Such rates in the absence of a meeting of the board of direc-

t()x-s

* 88 well as the question of the composition of the executive com-
; tees of the respective banks. It was also pointed out that the gover-
ot the bank is chairman of the executive committee at nearly all of
o Federay reserve banks, and the opinion was expressed by some of the
“mmmrs °f the Board that the chairman of the board should be chairman
" the ®Xecutive committee.

LN Thomas expressed the opinion that the executive committee
Shouy .

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

8 2
b tateq that if that procedure were followed the president of the
Snk

W y
oulq ot be a member of the cormittee,
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Chairman Eccles suggested that action on this matter be deferred
until o letter to the chairmen of all Federal reserve banks could be
Prepareq in the 1ight of the authority of the Board in comnection with
*Mendments o the bylaws of the Federal reserve banks.

At the conclusion of the discussion, upon
motion by lir. 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
€lection of officers of your benk at next meeting of directors
O be held on December 31 has been considered by Board. In view
of the fact that the Banking Act of 1935 smended 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-
ents and that the President will be the chief executive officer
oL the bank, all other executive officers and all employees of
he bank being directly responsible to him, it seems to the
%8rd clear that the election not only of the Goverrnor and senior
€Puty Governor but of all the Deputy Governors should be limited
a° the period ending at the close of business February 22, the
Oiiion upon their salaries being likewise limited to this period,
€r matters involving changes in organization and procedure
‘,:nder the Banking Act of 1935 have also been brought to the at-
w;’ftion of the Board which will be dealt with in a letter which
1 follow at e 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
ard lMr, Wyatt, General Counsel, were requested to
pPrepare for consideration a draft of a letter to
the Chairmen of the Federal reserve banks suggest-
irg & 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 acteq upon the following matters:
Letters to Mr. Strater, Secretary of the Federal Reserve Pank

o Cleveland, Mr, Stevers, Chairman of the Federal Reserve Bank of

chicagO, and lir, Walsh, Chairman of the Federal Reserve Bank of Delles,

8
t&ting that the Board approves the establishment without charnge by
t
Be respective banks on December 27, 1935, of the rates of discount

8
™ purchege in their existing schedules.
Approved unanimously.

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

Reg
®TVe Bank of Boston, reading as follows:

"Your letter December 1%. Board approves reappointment
Of Charles F. Gettemy, and William D. McRae as Assistant
ederal Regerve Agente at your bank. Board also approves
€&ppointment of Clifford E. Morrissey end Dana D. Sawyer
0 assist Federal Reserve Agent in the function of issuing
:nd retiring Federal reserve notes and Federal reserve bank
2§tes. Mr. Osgood advised Vr. Hamlin urder date of December
5 that he haq tendered his resignatiocn to become effective
15 °f December 31, 1935, and, therefore, Board is not approv-
Ng his reappointment as Assistant Federal Reserve Agent."

r

Approved unanimously.

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

Re Bex‘Ve

Bank of New York, reading as follows:

& "Your telegram December 13. Board approves reappoint-
et of

am Ray M. Gidney, Willism H, Dillistin, Herbert S. Downs
yburH&POIG V. Roelse as Assistant Federal Reserve Agents at

She bbank' Board elso approves reappointment of William F,
®han, Jere v, D. Stryker, Alfred J. Hudson, Norman C.
» and Robert H. Phimmey, to act for Federal Reserve

O0per
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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 understandine 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 armd 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 Ernmest C. Hill as Assistant
Federal Reserve Agents, and J. Frank Rehfuss and Zell G.

g Fegﬁer as Acting Assistent Federal Reserve Agents, at your

"

Approved unanimously.
Telegram to Mr. Fletcher, Acting Federal Reserve Agent at the
PR1 Reroive Bank of Cleveland, reading as follows:

"Board approves continuance of eppointment of J. B.

Anderscn and Howard Evans as Assistant Federal Reserve

ents at your bank and also continuance of temporary ap-
Polntment of ¥. H. Nolte and Clyde Harrell as Acting As-
Sistant Federal Reserve Agents at your Pittsburgh and
1 Cineinnati branches, respectively. Board also approves
your continuance as Acting Federal Reserve Agent in ec-
Cordance with arrangement of November 28, 1934."

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

eder
, 81 Reserve park of Richmond, reading as follows:

= "Mr. Hoxton's telegram December 13. Board approves
angr Teappointment as Assistant Federa) Reserve Agent
Feq Teappointment of R. L. Shepherd as Acting Assistant
€ral Reserve Agent at your bank; also temporary reap-
Diment of I, E. Anderson and Charles E. Francis as

Poi
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"Acting Assistant Federal Reserve Agents at your Beltimore and
Charlotte branches, respectively.m

Approved unanimously.
Telegram to Mr. Clark, Assistent Federal Reserve Agent at the
F
*deral Regerve Bank of Atlanta, reading as follows:

"Board approves continuance of your appointment as Assist-
&0t Federal Reserve Agent at the Federal Reserve Bank of Atlanta.
ard also approves continuance of appointment of J. R. McCravey,
Jr., as Acting Assistant Federal Reserve Agent at your bank or
& any of 1ts branches."

Approved unanimously.
Telegram to Mr. Stevens, Federal Reserve Agent at the Federal
8
®TVe Bank of Chicago, reading as follows:

"Your letter December 13, Board approves reappointment of
C. s. Young and George A. Prugh as Assistant Federal Reserve
nts at your bank, and of John H. Martin as Assistant Federal
aeserVe Agent at your Detroit branch. Board also approves re-
ippointment of Carl Schelling to act for Federal Reserve Agent
€ receipt and delivery of Federal reserve notes."

Approved unanimously.

Telezrow to Mr. Wood, Federal Reserve Agent at the Federal Re-

&
Bank o St. Louis, reading as follows:

of o "Your letter December 15. Board approves reeppointment
Willi M. Stewart as Assistant Federal Reserve Agent, and
Fede am E. Peterson and Frank 8. Parker as Acting Assistant
em "2l Reserve Agents at your bank, Board also approves
§°rary reappointment of L. A. Moore, L. T. Walker and J.
y; °ldschmid as Acting Assistant Federal Reserve Agents at
t1v61$9218V111e, Memphis and Little Rock branches, respec-

Approved unanimously.




P

2886

12/28/35 A%

Telegram to Mr. Peyton, Federal Reserve Agent at the Federal
Reserve Bank of Mimmeapolis, reading as follows:

"Your letter December 13. -‘Board approves reappointment
of F, M. Bailey and E. W. Swanson 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
Jamary 1, 1956. It is understood that VMr. Bailey will be re-
tiredxxlFebruary 5, 1936. Board also approves appointment
of A, W. Mills to act as alternate for Federal Reserve Agent
8nd Assistent Federal Reserve Agents, when necessery, in
Capacities stated in your letter. Board feels that repre-
Sentative of Federal Reserve Agent should be responsible to
8gent and independent of bank and it is understood that MNr.
Wills 1n his present position meets that requirement. Nr.
M11s should execute a bond in the form accompanying letter
°f October 8, 1935, and he should not act as alternate for
the Federal Reserve Agent or Assistant Agents until bond has

€en 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.
Telegrem to Mr. McAdams, Assistant Federal Reserve Agent at
edera] Reserve Bank of Kansas City, reading as follows:

A "Board approves continuance of your appointment as
S8lstant Federal Reserve Agent at Federal Reserve Bark of
D8as City and of H. H. Rhodes as Acting Assistant Federal
op STVe Agent at your bank. Board also approves continuance
cla:emporary appointment of T. Gordon Sanders, and J. C.
k, Jr., as Acting Assistant Federal Reserve Agents at

YOUr Omahe and Oklahoma City branches, respectively.”

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

8 erve
Bank of Dallas, reading as follows:

"Your telegram December 13, Board approves reappointment
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"C. C. Hall and W. J. Evans as Assistant Federal Reserve
Agents at your bank, and temporary reappointment of D. S.
Lawhon and C. P. Gowland as Acting Assistent Federal Re-
Serve Agents at your Houston and San Antonio branches, re-
Spectively. In accordance your wire December 20, no action
W11l 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
a
b the Federal Reserve Bank of San Francisco, reading as follows:

"Board approves contimuance of your appointment and
that of Oliver P. Whecler as Assistant Federal Reserve
Agents at Federal Reserve Bank of San Francisco. Board
also approves contimuance of temporary appointment of
Henry p, Swengel as Acting Assistant Federal Reserve Agent
8t your Los Angeles branch."

Approved unanimously.
Letter to Mr. Fletcher, Acting Federal Reserve Agent at the
Feq
el Reserve Bank of Cleveland, reading as follows:

%0 "Receipt is acknowledged of your letter of November
With its inclosure of a copy of the request of The Com-

;gnity Bank, Napoleon, Ohio, that the submission and pub-

Mocation of the report of its affiliate, the Napoleon

w1rtga€e Loan Company be waived by the Board. The request

s be given consideration in comection with possible
Vislons in the general terms of waiver.

feBli“Your comments with reference to the member bank's

Do ng that it is subject to some discrimination if re-

Suits of the Napoleon Mortgage Loan Company have to be

G hitted, while reports of the Cormercial Mortgage Loan

Ny apparently do not, have been noted."

Approved unanimously.

Letter to Mr. Sargent, Assistant Federal Reserve Agent at

e PR
*era) Reserve Bank of San Francisco, reading as follows:
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"Receipt is acknowledged of copies of your letters of
November 25, November 27, and December 3 to the Twin Falls
Bank & Trust Co., Twin Falls, Idaho, the Almira St. Bark,
AMmira, Wash., and the Pacific St. Bank, South Bend, Wash.,
Tespectively, regarding republicaticn of the reports of the
affiliates of those member banks. Under the circumstences
mentioned, republication of the reports referred to will not
at this time be required."

Approved unanimously.
Memorandum dated December 26, 1935, from Mr, James with re-
fard o the requests received from the Federal reserve banks for suthor-
1y to make certain charge-offs at the end of the current year, to set

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

e
’ Hint 1935, The memorandum recommended thats

1. 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 1935 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-
tles, 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.

R In accordance with the usual procedure, the Federal
reserve banks be authorized to charge off the amount
of furniture and equipment purchased during 1935.
3
1 .

{ The Federal reserve banks be authorized to set aside
( the usual 2% reserve on bank buildings and 10% reserve

On fixed machinery and equipment; that the Federal Re-
Serve Bank of New York be authorized to charge off £82,000
Net representing the value of the head office building
destroyed in construction of the new addition and #269,000

& FRASER
aated.org/
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representing the cost of alterations made necessary there-
by, and to set up reserves of £744,579 on the head office
building and $82,800 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 2% ammual addition thereto and to increase
the present reserve on the head office building by the
difference between $1,000,000 and the additionel reserves
of $82,800 to be set aside on the Buffalo building, of
$159,000 on the annex building and $12,000 on the build-
ing at Number 10 Gold Street; that the Federal Reserve
Bank of Minneapolis be authorized to charge-off $20,000

on the Helensa branch building because of earthquake dam-
8ge; and that the Federal Reserve Bank of Dallas be
authorized to charge-off $14,000 on the El Paso site, :
$11,000 on the E1 Paso building, #35,000 on the Houston :
building, and $30,000 on the San Antonio building be- -
Cause present book values are very substantially in ex- ;
ctess of market values. ¥

The Federal Reserve Ranks of Cleveland and Kansas
City be authorized to set aside reserves of #10,000 and ]
approximately $20,000, respectively, to cover prospec- 2l
tive losses on industrial advences 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,
Tespectively, and that the Federal Reserve Banks of
Cleveland, St. Louis and Mimmeapolis be authorized to ;
transfer to their reserves for losses all net earnings
Temaining after the payment of dividends, and the Federal
eserve Bank of Richmond all such net earnings except a
nominal amount. y

The Federal reserve banks be advised that in the
Opinion of the Board the land acquired for the site for
the Board's new building and the building should not be
Carried as an asset of the Federal reserve banks and
that, accordingly, they are authorized to cherge the
8ssessments made against the respective banks to cover

the cost of the site and the building to profit and
oss,

The Federal Reserve Bank of New York be authorized
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to set aside an additionsl reserve of approximately
259,000 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 peyment of dividends.

8. Pending submission of a supplemental memorardum,
the Federal Reserve Bank of Chicago be advised that in
lieu of paying #1,300,000 to the Retirement System on ;
its prior service liability as proposed by that bank, i
an additional amount of #1,300,000, 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,

A be transferred to reserve for contingencies.

f °. 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 amnex building
by approximately #159,000, and on the building at Number
10 Gold Street by approximately #13,000 so that, on the
basis of the 2% annual depreciation charge, the reserve
will reach 100% in 30 more years.

Lo )

lo, 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-
3ge daily amount of funds received from the Secretary of
the Treasury bears to the average amount of industrial
8dvances 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).
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1, Fach Federal reserve bank be authorized to pay the
usual semi-annual dividend at the close of the year.

Recommendations approved unenimously,

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
maturity value discounted at 2¢ per ammum, had been received from all
of the Federal reserve banks; that ten of the banks had given unquali-
fleq 4Pproval to the plan as outlined in the telegram; that the Federal
®8erve Bank of Chicago had stated that the plan was agreeable but that
the bank wag of the opinion that the discount rate at which the funds
bl be accepted by the Retirement System should be a matter for ne-
g°t1at10n between the Retirement System and the contributing banks if :
"oney Tates in the open market should become lower than at present;

' that the Federal Reserve Bank of Minneapolis had stated that four .
s the directors, at a meeting on December 23, had decided that they
would be willing to recommend to the full board the advancing of pay- ‘
tents Provided the bank would be allowed to take the full amount of
fontribution from surplus at this time and either pay it to the
Retiremant System immediatel i
op y or set it up as a reserve on its books
My ture bayments as outlined. The memorandum recommended that the
n of

% 8dvanced payments be approved by the Board (which would include

® ay
thOriZation for advance payments by the Board as an "employing
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"bank") and the Federal reserve banks be advised accordingly; that the

Federay Reserve Bank of Minneapolis be advised that the Board will

1nterDOSe no objection to that bank setting up a reserve for contingen-

®1es at the end of the year equal to the prior service liability pay- !

il
*nts which it will be required to make under the plan outlined in the

B
%8rd's wire of December 21, during the calendar years 1936 to 1939, ;

1

nc1‘181Ve, with the understanding that the bank will charge to current
e

*Penses each month during such period the proper proportion of its

un
Paiq liability for prior service as calculated by the Retirement

Sys :
Ystem's actuary; that in view of advice received from Mr. McKay, \

De
Puty Governor of the Federal Reserve Bank of Chicago, that benk be

aut, )
horiZed to set aside a reserve at the end of 1935 in the amount of '

#1
»347,924 1, discharge its prior service liability to the Retirement

Syst
W, instead of $1,300,000 as recommended in the memorandum of

ece
ber 26 above referred to,
Approved unanimously.
Telegranm to Governors Schaller and McKinney of the Federal Re-

aerv
® Banks of Chicago and Dallas, respectively, reading as follows:
Sectinln accordance with provisions of paragraph (a) of
X on 3 of revised Regulation D, Board approves change
% Weekly reserve computation period for reserve city banks
&ndygur district located outside the Federal Reserve bank
ranch cities, so that it will end on Friday instead

of
Feﬂnesday as at present, such change to be effective

Incz the report period ending Friday, Jamuary 3, 1936.
on tdent to that change the report for the first period

© new basis should cover nine days."

Approved unanimously.
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Telegram to the governors of all Federal reserve banks, read-
ing ag follows:
"In accordance with provisions of paragraph (a) of
Section 3 of revised Regulation D, Board has recently ap-
broved change in weekly reserve computatlon periods in three L
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, 1935, from Mr. Smead, Chief of
t .
* he Division of Bank Uperations, referring to his previous memorandum
[
t November 19 with regard to an inquiry made of Mr. G. 0. Barnes,
Ex,
SCutive pssistant to the Treasurer of the United States by the Fed-
er
al Reserve Bank of New York regarding the procedure to be followed .
in
having $2,000,000,000 of gold certificates shipped from the Treasury
to
the Federal Reserve Bank of New York, $1,500,000,000 for the Fed-
er
&l Teserve bank, and £500,000,000 for the Federal Reserve Agent.
In
that memorandum it was stated that it was understood that if gold y
Cap b
tirlcates were sent to New York they would be shipped under Govern-
men
b frank but that the certificates would have to be insured and that
)
insUr&nce would cost approximately £57,000 or £58,000; that while
the
0 Treasury would pay insurance charges on ordinary shipments it
did
™t feel that 1t should absorb an insurance charge of over 50,000

Ons
hipments of gold certificates to the Federal Reserve Bank of New

g FRASER
ifed.org/
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York; that on November 18 Mr. Coe, Deputy Governor of the Federal
Reserve Bank of New York, called Wr. Smead with respect to the pro-
Poseq shipment and suggested that it might be possible to arrange to
have the certificates sent to New York under special guard, thus avoid-
Ing the insurance charge; and that he (Mr. Smead) had discussed the
Tatter with Deputy Governor Rounds of the New York bank, who was in
Yashing ton at that time, and had been advised that the latter would
d18°“38 the matter upon his return to New York with Governor Harrison
M advige further with regard thereto. The memorandum dated Decem-
ber %1 stated that édvice had now been.received that Governor Harri-
b desired to have the £2,000,000,000 of gold certificates shipped
s the New York bank by the Treasury Department and that the Federal
Te8erve bank would like to have the shipment made under armed guard
thus 8Volding the insurance charge; that advice had also been received
°n the office of the Treasurer of the United States that this would
%8reeable to the Treasury provided the Federal Reserve Bank of New
Tk wou1q pay the cost of shipment which would be less than £100;
&nd that My, Coe, Deputy Governor of the bank, had advised that the
"k wag willing to pay the cost and would like to have the shipment
e 88 soon as convenient. The memorandum also stated that if the
W say no objection to this procedure, Mr. Coe would be asked to

Bk,
the Necessary arrangements direct with Mr. Barnes with respect
thﬁ Shipment 3

No objection was interposed.
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Thereupon the meeting adjourned.

Secretery.

Chairman.,






