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A meeting of the Board of Governors of the Federel Reserve

System ves held in Weshington on Tuesdey, Merch 51, 1936, st 10230

a, m,
1 PRESENT: Mr. Broderick, Chairmen pro tem
‘ Mr. Szymczek
Mr. McKee
Mr. Ransom
‘ Mr. Morrill, Secretary
‘ Mr. Bethea, Assistent Secretary
* Mr. Carpenter, Assistent Secretery
Mr. Clayton, Assistant to the Chairmean
Mr. Thurston, Speciel Assistent to the
Chairmen
Mr. Wystt, Generel Counsel
\ Mr. Smead, Chief of the Division of Bank
| Operations
B Mr. Pzulger, Chief of the Division of
Ly Exeminations

Mr. Bradley, Assistent Chief of the Division
of Security Loans

There was presented a letter dated March 28, 1936, from Mr.
Dillard, Deputy Cheirmen of the Federal Reserve Bank of St. Louis, ead-
Vising thet at the meeting of the board of directors of the bank on thet
| date, at waich Cheirman Eccles vas in attendence, it was decided to re-

Vise the salary of First Vice President Attebery so that effective May
L 1936, his salary would be at the rate of $15,000 per annum, and to
é Tix the sslery of Mr. Wood s Vice President of the benk at the rate of
$15:000 per annum, effective Mey 1, 1936. The letter requested approvel
by the Boerd of Governors of the action taken.

’ During & discussion, the suggestion wes made that sction on the

Tatter might be deferred pending receipt from the Chairmen of the Board,
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%ho wes in attendence at the meeting of the board of directors of the
St. Louis bank, of more detailed information as to the reasons for the
directors! action.
' £t the conclusion of the discussion,
Mr. Rensom moved thet the matter be laid on
the table pending receipt of additional in-
formetion from Chairmen Eccles.
i Carried unanimously.
There was also presented a memorandum dated March 24, 1936,

from Mr. Morrill recommending that, for the reasonsstated in the memoran-

dum, the seven employees listed below, who were all past 65 years of zge,

be retired effective May 1, 1936. The memorandum also recommended thet,

—
P

in view of the fact that the regular retirement allowances to which these

fmployees would be entitled under the Retirement System were relatively

Small, speciel contributions be made by the Board to the Retirement System
! o provide retirement allowances s shown below:

Recommended retirement
allowance (straight life

basis)
Required
special
Name Age* Division Title Amount (2) contribution
Copeland, L. . 67 F.R.Issue and Chief £1,182 &2,250
Red. Division
BUTChard, fddie K, 73 p Currency
Counter 600 2,084
| Qesenberry, Caroline B.69 n " 600 2,325
y Need, Susan U. 687 " " 600 1,951
\ Soule, Wary L. 79 " n 600 1,134
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Recommended retirement
allowance (straight life
basis)
Required
specisl
Name Age*  Division Title Amount(a) _contribution
Brinker, Henrietta T. 66 F.R.Issue end Currency § 269 $2,471
S Red. Division Counter
imms, R. W, 68 Div. of Exams. Messenger 600 3,001

' *On birthday nearest May 1, 1926.
&) Exclusive of annuity provided by deductions from employee's salary after
&ge 65,
It was pointed out that six of the employecs named are in the Fed-
| Tel Reserve Issue and Redemption Division and that the Comptroller of the
(h Currency hed recommended thet all of them be retired. It was further
Pointed out that if they were not to be retired, it would be neccessary for
the Boerg formally to request the retirement committee to permit their re-
tention for an sdditional yeer.

In connection with the ebove matter, Mr. Morrill outlined briefly
the consideration which had been given to the suggestion that a change be
fade in the present method of paying the expenses of the Federal Reserve
Tssue ang Redemption Division so that the Comptroller of the Currency would
be Teimbursed by the Board for the cost of the services rendered by the
Division and the Board would be relieved of the necessity of carrying the
Tembers of the staff of that Division on its payroll and paying directly

t 2 . 7 - | -
‘) he Various expenses of a non-personal character incidentzl to the opera-

tlon of thet Division. Mr. Smead steted that he had discussed the possi-
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bility of such a change with the office of the Comptroller of the Cur-
Tency recently and that, while the Comptroller's office appeared to be
favorable to the change, it might be some time before the details could
be worked out. Mr. Smead also stated that the six employees in that Divi-
Sion referred to above were entitled to the benefits of retirement at the
Present time, and that he concurred in Mr. Morrill's recommendetion that
they be retired as employees of the Board, regardless of whether the em-
Ployees of the Issue and Redemption Division were subsequently trensferred
to the payroll of the Comptroller of the Currency. In this connection
1t was pointed out that if the remaining employees of the Division were
transferred to the payroll of the Comptroller of the Currency, they would
Cease to be employees of the Board and would no longer be eligible for
the benefits of the Retirement Systemne.
After a discussion, during which some

of the members of the Board indicated that

they desired an opportunity to familierize

themselves more fully with the provisions of

the Retirement System of the Federal Reserve

Banks, and to give further consideration to

the question of special contributions to

the Retirement System for the purpose of in-

creasing the anmuities to employees being

retired, Mr. Ransom moved that action on

Mr. Morrill's recommendation be deferred and

that the memorandum be circuleted to the mem-

bers of the Board for consideration prior to

discussion at a subsequent meeting of the
Board.

Carried unenimously.
Reference was made to a letter dated February 17, 1936, from Mr.

Clark, Secretery of the Federal Reserve Bank of Atlanta, transmitting a
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Tesolution adopted by the board of directors of the bank which expressed
the sense of the board of directors that the Havana Agency should be dis-
Contimied as soon as such discontimance might be effected without unduly
affecting the banking and business interests in Cuba, or, in the alterna-
tive, that some plan should be formuleted with the approvel of the Board
of Governors of the Federal Reserve System under which the agency might
be operated without incurring a substantial opereting loss. The resolu-
tion reqﬁested the secretery of the board of directors to transhit a copy
thereof to the Board of Governors with the request that the resolution be
taken under advisement and that authority be given to discontinue the
8gency unless some plan can be formulated and adopted with the approval
of the Board under which such operating loss may be eliminated. In
Connection with the resolution there had been prepared and circuleted
among the members of the Board under date of March 10, 1936, a memoran-
dun giving a brief chronological record of the establishment, operation
and suggested discontimuance of the Havena Agency. Hr. Broderick stated
that he had requested that the matter be brought up at this meeting for
discussion only, as Mr. Ransom had suggested that no final decision be
Teached thereon until he had had an opportunity to develop certain addi-
tional information on the branches and agencies of the Atlanta bank.
After a brief digcussion of the matter,
it was sgreed that action should be deferred
in accordance with Mr. Ransom's suggestion.
Attention was called to a letter received under date of llarch 24,

1936, from Mr. R. L. Devis, Chairmen of Group 1 of the New York State
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‘ Bankers Association, advising that the annual meeting of the group would
be held in Buffalo on liay 9, 1956, and that the group would like very much
to have & representative of the Board speak at the meeting. Mr. Broderick
Suggested that because of the number. of group meetings of State bankers
&ssociations and in order not to set a precedent which might be burden-

4 Some to the Board, such meetings should be attended by officers of the

' Federal reserve banks rather than Ly members of the Board or its staff.

‘ Mr. Broderick's suggestion was dis-

: cussed briefly, and Mr. McKee moved that

‘ yr. Davis{ letter bg referred tp Mr. .

Sgymczak for determination of the action

’ that should be taken in connection there-

‘% with.

Jl Carried unanimously.

Mr. Broderick then requested lir. Bradley to make a statement to
the Board with regard to the reactions of the banks, brokers and others,

i to Reguletion "U", Loans by Banks for the Purpose of Purchasing or Carry-
ing Stocks Registered on a National Securities Exchange, which had been
issued by the Board to become effective May 1, 1936.

At this point Mr. J. J. Thomes, Federal Reserve Agent at the Fed-
€ral Reserve Bank of Kansas City, was invited into the meeting by Mr.
Clayton,

Mr. Bradley stated that the initial reaction to the regulation
hag been distinctly favorable and that newspaper comment had been very

N favorsble., He also stated that the only unfavorable comment that had

been received had come indirectly from certain officers of the New York

Stock Exchange who had criticized the provision in the supplement to
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the reguletion that stocks of customers rehypothecated by a broker or
dealer as collateral for a loan from a bank shall have & meximum loan
Value of only 60% of current market value, and who had felt that the pro-
Visions of the reguletion were too restrictive when applied to arbitragers
&nd odd-lot dealers. Mr. Bradley added thet he felt the first criticism
Wes not justified, and that it was not believed the regulation was unduly
‘ Testrictive on fransactions by odd-lot deslers, but that it had been
Tealized when the regulation was issued that it might be found desirable
to make some further exemptions for arbitrsge transactions.
Messrs. Thomes, Thurston, Wyatt, Smead, Paulger, and Bradley left
f& the meeting at this point and consideration was then given to each of the
’ Matters hereinafter referred to and the action stated with respect there-
Yo was teken by the Board:
Renewal bond in the amount of $50,000, executed under date of
Harch 16, 1936, by Mr. William Joseph Evens as Assistant Federal Reserve
fgent at the Federal Reserve Bank of Dallas.
Approved unanimously.
Memorandum dated March 28, 1936, from Mr. Goldenweiser, Director
, of the Divigion of Research and Statistics, recommending that Mr. Frank
R Garfield, a research assistant in the Division, be granted a further
leeve of absence with pay on account of illness for a period of thirty
days beginning April 5, 1936.
Approved unanimously.

Memorandum dated March 20, 1926, from Mr. Morrill, recommending
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that, for the reasons stated in the memorandum, the Board rescind its
action of March 26, 1936, accepting the resignation of Mrs. Margaret G.
Haworth, a stenographer in the Secretary's office, effective as of the
Close oi business on March 31, and approve her transfer from the posi-
tion of stenographer in the Board's organization to that of senior clerk
With the United States Public Health Service, effective as of the date
Upon which she enters upon the performance of her new duties.
Approved unanimously.

Letter to Mr. Stevens, Chairman end Federal Reserve Agent at the

Federal Reserve Bank of Chicago, reading as follows:

In accordance with your request the Board of Govermnors
has accepted your resignation as Class C director of the
Federal Reserve Bank of Chicago and as Chairman and Federal
Reserve Agent at that bank, to become effective at the close
of March 31, 1936.

"In teking this action the Board requested me to express
to you its appreciation of the valuable service which you
and the Federal Reserve Agent's Department under your direc-—
tion have rendered in the many matters affecting the Federal
Reserve Bank of Chicago and the banks in its district, and
especially in meeting the conditions connected with and grow-
ing out of the banking crisis of 19353.

"The Board wishes for you much success in your new under-
taking and hopes that the Federal reserve system may have the
benefit of your contimued interest and support."

Approved unanimously, together with a
second letter to Mr. Stevens reading &s
follows:

"In connection with the acceptance of your resignation
effective at the close of March 31, 1936, of which you are
being advised in a separate letter, and confirming my pre-
vious informal advice, the action of the Board was taken
with the understanding that your salary as Chairman and Fed-
erel Reserve Agent would terminate at the close of March 51
when the acceptence of your resignation becomes effective
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‘ "but that this action would not affect or modify the pay-
ment of the sum of $6,000 to be made in accordance with the
authorization in the Board's letter of February 29, 1856,
except that such payment may be made as of April 1 instead
of May 1, 1936."
lemorandum dated March 27, 1936, from Mr. Smead, Chief of the

Division of Bank Operations, submitting a letter dated Merch 19 from

Mr. Preston, First Vice President of the Federal Reserve Bank of Chicago,
} Which requested approvel of changes in the personnel classification

Plan of the bank to provide for the discontinuance of the positions of

"Chief-Agricultural Section" and "Chief-Bank Section", both in the

Credit Department, and for the creation of the new position of "Chief"
N of the Credit Department. The memorandum stated that the proposed
changes had been reviewed end recommended that they be approved.

Approved unanimously.

Letter to the board of directors of the "First State Bank of
Purcell®, Purcell, Oklahoma, stating that, subject to the conditions
of membership numbered 1 to 3 contained in the Board's Regulation "H",
and the following special conditions, the Board approved the bank's
application for membership in the Federal Reserve System and for .the
appropriate amount of stock in the Federal Reserve Bank of Kansas
City:

"4, Such bank shall made adequate provision for depre-

cistion in its banking house and furniture and fix-
‘ tures.
ﬁ "5, Prior to admission to membership, such bank, if it
i has not alreedy done so, shall charge off or otherwise
‘ eliminate estimated losses of $356.16 as shown in the
report of examination of such bark as of Jamary 11,
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11936, made by an examiner for the Federal Reserve
Bank of Kansas City."

Approved unsnimously, together with
a letter to Mr. Thomas, Federal Reserve
Agent at the Federal Reserve Bank of Kan-
sas City, reading as follows:

"The Board of Governors of the Federal Reserve System
approves the application of the 'First State Bank of Purcell’,
Purcell, Oklahoma, for membership in the Federal Reserve
System, subject to the conditions prescribed in the inclosed
letter which you are requested to forward to the hoard of
directors of the institution. Two copies of such letter
are also inclosed, one of which is for your files and the
other of which you are requested to forward to the Bank
] Commissioner for the State of Oklahoma for his information.
r "It has been noted from the report of examination of
1 the Iirst State Bank of Purcell, made as of Jamuary 11,
| 1936, that its by-laws provide for a directorate of from &
i% to 7 members and that the laws of the State of Oklshoma
require a State bank to be managed by not less than & nor
more than 21 directors. As you know, under the provisions of
section 31 of the Banking Act of 1953, &s emended, a State
member bank must have not less than 5 nor more than 25 direc-
tors. While it appears that, at the present time, the First
State Bank of Purcell hes 5 directors, it is suggested that
you call its attention to the provisions of section 31 and
to the desirability of taking appropriate action to amend
its by-laws to provide for a minimum of at least 5 direc-
tors, in order to avoid the possibility of any violation of
law in the future. Please furnish the Board with a copy
of the amended by-laws."

Letter to the board of directoré of the "First State Bank",
Maypearl, Texas, stating that, subject to the conditions of member-
ship numbered 1 to 3 contained in the Board's Regulation "H", and
the following special condition, the Board appfoved the bank's appli-
f cation for membership in the Federal Reserve System and for the ap-
propriate amount of stock in the Federal Reserve Bank of Dallas:

14, Such bank shall make adequate provision for de-
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"preciation in its banking house and furniture
and fixtures."

Approved unanimously, together with
a letter to Mr. Walsh, Federal Reserve
Lgent at the Federal Reserve Bank of Dal-
las, reading as follows:

"The Board of Governors of the Federal Reserve System
approves the application of the 'rirst State Bank', Maypearl,
Texas, for membership in the Federal Reserve System, subject
to the conditions prescribed in the inclosed letter which
you are requested to forward to the board of directors of
the institution. Two copies of such letter are also in-
closed, one of which is for your files and the other of which

" you are requested to forward to the Banking Commissioner for

the State of Texas for his information.

"The papers submitted with the bank's application for
membership did not include Form 83E, which is the Certifi-
cate of the Directors and Cashier and the Certificate of
Counsel for the Federal Reserve Bank. In order that the
Board'!s files may be complete, it is requested that such
certificates be executed on Form 85E and forwarded to the
Board as soon as possible.

"Tt has been noted that the examiner for your bank in
his report of examination of the applying bank, made as of
February 6, 1956, has stated that the by-laws of the bank
provide for a directorate of five, thet the charter of the
bank definitely fixes the number of its directors at seven,
and that the bank actually has five directors at the present
time. In this connection, Article 387 of the Board's copy
of the 1932 compilation of the banking laws of the State of
Texas provides that a bank having a capital stock in the
same amount as the applying bank must have 'not less than
five nor more than twenty-five' directors, but that it is
not necessary to amend the charter of such a bank in order
to increase or decrease the number of directors. However,
Article 387 requires a bank, in the event that the nmumber of
its directors is changed, to file 'a certified copy of the
resolution changing the number' with the Banking Commissioner
of Texas. In the circumstances, it is assumed that the re-
duction in the number of the directors of the applying bank
from seven to five has been effected in pursuance of the au-
thority granted by Article 387, but it will be appreciated
if you will furnish the Board with advice to this effect,
together with a copy of the resolution filed with the Bank-
ing Commissioner in this connection.
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5 "It has been noted further that the bank has sold
1 $10,000 of capital debentures to the Reconstruction Finance
Corporation. However, the papers submitted with the bank's
application did not include a copy of the form of such capi-
tal debentures, and, since it is understood that the debentures
contain a full statement of the agreement between the bank
and the Reconstruction Finance Corporation, it will be appre-
ciated if you will obtain and forward such a copy to the
Boerd in the light of its letter of December 26, 1954 (X-9060).
It will be appreciated also if you will forward a copy of the
certificate issued by the State authorities to the bank to
commence business, if such a certificate was required at the
time of its organization, in order thet the Board's records
may be complete."

Telegram to Mr. Geery, Federal Reserve Agent at the Federal Re-
\ Serve Bank of Ilinneapolis, reading as follows:
"Relet March 27. Board extends to ilay 5, 1956, time
/m within which 'Security'Bank aﬁd Trgst Company of Owatonna',
Minnesota, may accomplish membership in the System."
Approved unanimouslye.

Memorandum dated March 26, 1956, from the Division of Examina-
tions,rsubmitting a report of examination of "The Del Rio Bank and
Trust Company", Del Rio, Texas, as of November 16, 1935, which dis-
closed an impairment in the capital structure of the institution by
reason of the lerge amount of criticized assets. The memorandum

J stated that the condition of the capital structure had been subject
to criticism for several years, and that a question had arisen as to
what action, if any, should be taken to require corrections. and recom-
mended that, in view of the circumstances set forth in the memoran-

;0 dum, action be deferred until another examination had been made in

order to determine whether any improvement had been made in the criti-
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cized assets of ' the bank.

‘ Approved unanimously.

Thereupon the meeting adjourned.
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