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A meeting of the Board of Governors of the Federal Reserve Sys—
tem
88 held in Washington on Friday, July 17, 1936, at 11:30 a. m. {
PRESENT: Mr. Broderick
Mr. Szymczak
Mr. Ransom
Mr. Davis
Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary i
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Consideration was given to each of the matters hereinafter re-
ferpe
d to and the action stated with respect thereto was taken by the
The minutes of the meeting of the Board of Governors of the Fed-
era]
Reserve System held on July 16, 1936, were approved unanimously.
Telegrams to Messrs. Kimball and Clark, Secretaries of the Fed-
eral
Reserve Banks of New York and Atlanta, respectively, stating that
the B
°8rd approves the establishment without change by the New York bank
On
iy 18, ang by the Atlanta bank today, of the rates of discount and
Durc
hase in their existing schedules.
Approved unanimously.
Memorandum dated July 11, 1936, from Mr. Broderick submitting
8
Teport received from the Federal Reserve Bank of Cleveland covering
the
TVey made by the bank of its operations and organization pursuant
to t
s Board's 1etter of March 25, 1936, X-9532, as well as a draft of
& )
Ster to President Fleming reading as follows. The memorandum and

St
°F have been previously circulated among the members of the Board
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or their Consideration:

e "Reference is made to your letter of June 10, 1936, in
B gard to the survey of the operations of the Federal Reserve
ark of Cleveland.
Vst "In the Board's letter of March 25, 1936, it was stated
e ithe Board had in mind a procedure looking toward the
Witﬁ ng of the chairmanship largely upon an honorary basis
5 the thought that the ministerial duties with respect to
© issuance of Federal Reserve notes and the holding in
;ust°d¥ of collateral therefor would actually be performed
1§ Assistant Federal Reserve agents who would be experienced
WitzuCh work and who would receive salaries commensurate
o5 the duties and responsibilities to be assumed. In this
Fegnection, there is attached a copy of a letter to Mr. Walsh,
is Er&l Reserve Agent at Dallas, with respect to the duties
o € performed by him as Chairman and Federal Reserve agent %
i an honorary basis. The Board would expect the principles
bnd Procedure set forth in the letter to Chairman Walsh to
© followed at all Federal Reserve Barnks.
th "The Board's letter of March 25, 1936, also stated that
€ Procedure contemplated would result in the transfer of the
bank examination work and the research work, heretofore handled
Y the Federal Reserve agents, to the banking departments with
he understanding, however, that such functions would, as here-
ofore, be conducted under the general supervision of the
Board of Governors. y
"In order to acquaint you more fully with the conditions
Under which it is contemplated that the examination and re-
Search work will be transferred to the banks, these conditions
are set forth below in general terms. With respect to the
Sxamination function, the plan contemplates that:
1. m appointments of examiners at the Federal Re-
serve banks will contime to be subject to the
approval of the Board of Governorsa.
2« The examination department will contimue as a
separate unit.
3« The examination department will be under the
supervision of a Vice President to be designated
by the bank after consultation with the Board.
4. The budget for this function will be subject to
advance approval of the Board of Governorse.

) "The Vice President in charge of examinations will be desig- ¥
Nated as an examiner for the Federal Reserve bank and the Board
Woulq expect that official to be responsible directly to the
zg;sident of the bank and not to another Vice President or other

icer,

-
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¢ "While it is expected that the President will keep in-
ormed of the activities and policies of the examination de-
Partment, it is contemplated that correspondence, other than
& t relating to policy matters, would be carried on by the
o&rd and its staff directly with the Vice President in
¢large of examinations. This procedure would be similar to
at geénerally followed with respect to other correspondence
out routine operating matters.
th "After the transfer is made the Board will expect that
© Present policy of decentralization of examination work
:nder the ultimate responsibility of the Board will contimue,
5 t the examination work will be conducted by the Federal
€serve banks under the general policies adopted by the Board,
gnd that general supervision of the examination work of the
vstem as & whole will contimie to be exercised by the Board's
Division of Examinations.
"In the past the Federal Reserve agent's department has
haq Custody of the reports of examinations made by the various
agenCiGS, which reports have been made available to certain
s fficers of the bank and to certain designated employees in

ab

the Credit and Discount and other departments of the bank.
When the bank examination department is transferred to the
Federal Reserve bark instructions should be issued providing
that the bank examination department will contime to have
®Ustody of reports of examinations, and proper safeguards
Should be established in order to preserve the confidential
Character of such information and to insure that the reports
be made available to officers or employees of other de-
gzz;mEnts only when justified in the performance of their
es.

"The principles to govern the operations of the research
8nd statistical organizations after their transfer from the
8ent's department to the bank are outlined in the following
Yaragraphs which supersede those transmitted with the Board's
letter of pugust 11, 1926, X-4646.

. "Scope and purpose The purpose of the work of the re-
Search and statistical divisions of the Federal Reserve
banks is to collect and digest information bearing on
the problems with which the Federal Reserve System is
confronted, either as a matter of current operation or
88 the basis of the Federal Reserve policies.

} "These divisions should provide a necessary service

\ to the officials of the banks and to the Board of Gover- [
nors of the Federal Reserve System and should also be
useful to the general public. Owing to the joint use-
fulness of these services the Board expects its Division
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"of Research and Statistics to keep in close touch
with the activities of similar departments at the Re-
serve banks, and expects full cooperation in the Sys-
tem's work in this field.

"When a new project in the research and statistical
field is in contemplation at a Reserve bank it should
be worked out in cooperation with the Board's Director
of Research and Statistics, except as to projects of
Small scope which involve no considerable expense.
From time to time the Director of the Board's Division
of Research and Statistics may find it necessary to
request the cooperation of one or more Federal Reserve
banks on research studies.

"EBEliggﬁiggg The Board wishes to continue the present
Practice under which all publications of the Federal
Reserve banks dealing with matters of more than local
interest are submitted to the Board of Governors and
issued only with the approval of the Board.
"Budget and personnel The Budget of the statistical and
analytical function should continue to be subject to the
advance approval of the Board and all appointments of
Persons to supervisory positions in the statistical and
analytical function should be subject to the approval
of the Board.
"It is noted that the Supervisor of the Statistical De-
Partment is to report to a Vice Presidemt. Since such reports
contain jinformation which frequently forms the basis of policy
action, it is believed that the Supervisor should report
d%rGCtly to the President who, of all the officers in the bank,
Will require economic informetion most frequently. This er- p
Tangement would also tend to improve the quality of the economic
Service, '
"Tt is further contemplated that the work heretofore
handl eq by the Federal Reserve agents in connection with ad-
Ministration of the Securities Exchange Act of 1934 will also
be transferred to the banking departments with the understand-
ing that this work, like the examination work and the research
Work, will, as heretofore, be conducted under the general
Supervision of the Board of Governors. The conditions of trans-
fer contemplated by the plan do not include any specifications
, 88 to whether the reserve bank shall have a separate unit for
\ doing thig work, as this would appear at present to be neces- {
\ Sary at only a few of the Federal Reserve banks, but it is
eXpected that all appointments or assigmments of persons to
Supervisory positions in handling this work at each Federal
Reserve bark will be subject to the approval of the Board of
Governors.

Y
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"With respect to the statutory duties of the Federal
eserve agent, the Board will appoint, upon the recommenda-
on of the Federal Reserve agent, one or more assistant
Federal Regerve agents whose primary duties will be in con-
Dection with the issuance end retirement of the Federal Re—
SerYe notes and the costody of collateral therefor. When an
Assistant, Federal Reserve agent is not engaged in work connected
With the issuance and retirement of Federal Reserve notes it
is assumed that, with the authorizetion of the Federal Reserve
agent and the approval of the President, he will perform other
w°r¥ in the bank which is not inconsistent with his duties as
Assistant, Federal Reserve agent.
"It 1s not expected that the Assistant Federal Reserve
8€ent will be charged with responsibility under section 30 of
the Banking Act of 1933. The Vice President in charge of ex-
&minetions should be charged with the responsibility of keep-
in the Federal Reserve agent advised of violations of law by !
directors and officers of State member barks and of unsound
‘ banking practices in order to enable the Federal Reserve agent
to comply with the requirements of that section regarding the
SSuance of warnings to the directors and officers involved
8nd the certification of facts in such cases to the Board of
GOVernors.
"It has been noted from your letter of June 25, 1936, that
Mr, Evans, who has been suggested for the position of Chief
aminer for the Federal Reserve Bank has also been selected
o serve as Assistant Federal Reserve agent. The person to be !
8Ppointed as Assistant Federal Reserve agent should be a care-
ul ang conscientious employee of unquestioned integrity who
W11l be competent to handle all work connected with the issu-
ance and retirement of Federal Reserve notes and whose primary
duties will be in connection with such work. Be need not,
OWever, be a person of the experience and ebility required
for Performing the other statutory duties placed upon the
8irman and Federal Reserve agent. Mr. Burke, Chairman and
ederal Resgerve Agent, has been apprised of the Board's views
in this connection and has been requested to recommend to the
Boarqg the appointment of someone satisfactory to him who will
Meet the Board's requirements in this respect. 1
"With respect to the proposel that the salary of Assistant
Cashier Hays be increased to $7,500 per anmm, the Board feels
\ that action upon this matter should be deferred until the
: Salaries of officers for 1937 come up for consideration and
8Ccordingly has not approved the increase.
"The recommendation of your board of directors that the
bank in its discretion be authorized to pay to present incum-
®nts a salary of not more than $100 in excess of the meximum

-
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;ii::g for certain positions in the revised Personnel Classi-
oa on Plan recently submitted to the Board and the contimed
mei:ent to Mrs. L. D. Fletcher, Manager of the Pay Roll Depart-
b of an anmual salsry in excess of the maximum fixed for

% Position in the revised Plan, is receiving the considera-
s R of the Board and you will be advised of the action taken

& later date.

"As soon as an Assistant Federal Reserve agent has been ap-
€d and has executed the customary bond, the Board of Gover-
a5d 1s prepared to authorize the transfer of the exsmination
5 resee}rch work to the bank and will also then accept the
esignations to be submitted by Assistant Federal Reserve Agents

FletCher, Evans, and Anderson."

Point
horsg

The proposed letter was approved unani-
mously, together with a letter to Mr. Burke,
Federal Reserve Agent at the Federal Reserve
Bank of Cleveland, reading as follows:

L5 "According to the organization chart of the Federal Re-
: TVe Bank of Cleveland forwarded with Mr. Fleming's letter of
une 10, 1936, it is proposed to appoint Mr. Howard Evans Chief
s iner for the Federal Reserve Bank of Cleveland, and to also
nPPOint him Assistant Federal Reserve Agent to serve after the
R°n5tatutory duties have been transferred from the Federal
®Serve Agent to the bank.
1o% "As you were advised in the Board's telegram of June 23,
afzs’ (Trans 2406) Assistant Federal Reserve Agents appointed
N er the transfer of the nonstatutory duties of the Agent
© the bank should be careful and conscientious persons of un-
duestioned integrity, competent to handle all work in connec-
Thon Wwith the issuance and retirement of Federal Reserve notes.
b ® Primary duties of the Assistant Federal Reserve Agent should
Pe those connected with the issuance and retirement of Federal
‘Serve notes and when not engaged in such work he will be
“Xpected to perform, with the authorization of the Federal Re-
:erve Agent and the approval of the President, other work in
FFe bank which is not inconsistent with his duties as Assistant
ederal Regerve Agent.
N "Tnasmuch as the Federal Reserve Bank proposes to appoint
T« Evans Chief Examiner, the Board believes that it would be
\ iHCOUSistent with the views above expressed to appoint him also
' O serve as Assistant Federsl Reserve Agent and it is accordingly
TeQuested that you recommend to the Board the appointment of
Someone satisfactory to you as Assistant Federal Reserve Agent
"hose primary duties will be those comnected with the issuance
8nd retirement of Federal Reserve notes."

p RASER
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Memorandum dated July 15, 1936, from Mr. Broderick submitting
the report received from the Federal Reserve Bank of Richmond covering
the Survey made by the bank of its operations and organization pursuant
to the Boardts letter of March 25, 1936, X-9532, as well as a draft of
& letter to President Leach, reeding as follows. The memorandum and
letter have been previously circulated among the members of the Board
for their consideration:

s th"The Board has reviewed the report of the survey made
Bt € operations and organizetion of the Federal Reserve
of Richmond forwarded with your letter of June 6, 1936.
4 tha "In the Board's letter of March 25, 1936, it was stated
' b the Board had in mind a procedure looking toward the
Witﬁing of the chairmanship largely upon an honorary basis
i the thought that the ministerial duties with respect
the issuance of Federal Reserve notes and the holding in
;ustOdY of collateral therefor would actually be performed
1y Assistant Federal Reserve agents who would be experienced
w§ Such work and who would receive salaries commensurate
coth the duties and responsibilities to be assumed. In this
FGEHSCtion there is attached a copy of a letter to Mr. Walsh,
i gral Reserve Agent at Dallas, with respect to the duties
o € performed by him as Chairmen and Federal Reserve agent
&ndan honorary basis. The Board would expect the principles {
b Procedure set forth in the letter to Chairman Welsh to
€ followed at all Federal Reserve banks.
th "The Board's letter of March 25, 1936, also stated that
€ procedure contemplated would result in the transfer of
hae bank examination work and the research work, heretofore
ndled by the Federal Reserve agents, to the banking depart-
Ments with the understanding, however, that such functions
Would, as heretofore, be conducted under the general super-
Vision of the Board of Governors.
"In order to acquaint you more fully with the conditions
under which it is contemplated that the examination end re-
¥ Search work will be transferred to the banks, these condi-
8 tions are set forth below in general terms. With respect
to the examination function, the plan contemplates that:
1. A1l appointments of examiners at the Federal Re-
serve banks will contime to be subject to the
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"approval of the Board of Governors.

%« The examination department will contimue as a
Separate unit.

S« The examination department will be under the super-
vision of a Vice President to be designated by
the bank after consultation with the Board.

4. The budget for this function will be subject to
advance approval of the Board of Governors.

"The Vice President in charge of examinations, who will
signated as an examiner for the Federal Reserve bank,
» except in the larger banks, be expected to act as Chief
o iner. The Board would also expect the Vice President in
P arge of examinations to be responsible directly to the
Tesident of the bank and not to another Vice President or
Other officer.
~ "Mhile it is expected that the President will keep him- '
:?lf Informed of the activities and policies of the examina-
' 10n department, it is comtemplated that correspondence, other
\ than that, relating to policy matters, would be carried on by
the Board and 1ts staff directly with the Vice President in
tharge of examinations. This procedure would be similar to
that, generally followed with respect to other correspondence
&out routine operating matters. :
"After the transfer is made the Board will expect that
the present policy of decentralization of examination work
under the ultimate responsibility of the Board will contimue,
t the examination work will be conducted by the Federal
Reserve banks under the general policies adopted by the Board,
8nd that general supervision of the examination work of the
System as a whole will contime to be exercised by the Board's
Division of Examinations.
"In the past the Federal Reserve agent's department has
hag custody of the reports of examinations made by the various
a8encies, which reports have been made available to certain
officers of the bank and to certain designated employees in
the Credit and Discount and other departments of the bank.
en the bank exemination department is transferred to the
Federal Reserve bank instructions should be issued providing
that the bank examination department will contimue to have
Sustody of reports of examinations, and proper safeguards should
be established in order to preserve the confidentiel character
°f such information and to insure that the reports will be :
Made avajlable to officers or employees of other departments
only when justified in the performance of their duties.
"The principles to govern the operations of the research
and statistical orgenizations after their transfer from the |

be de
will
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;agent’s department to the bank are outlined in the follow-
Bng bParagraphs which supersede those transmitted with the
fard's letter of August 11, 1926, X—4646.
"Scope and purpose The purpose of the work of the
Tesearch and statistical division of the Federal Re-
Serve banks is to collect and digest information bear-
ing on the problems with which the Federal Reserve
System is confronted, elither as a matter of current
Operation or as the basis of Federal Reserve policies.
"These divisions should provide a necessary ser-
vice to the officials of the banks and to the Board
of Governors of the Federal Reserve System and should
also be useful to the general public. Owing to the
Joint usefulness of these services the Board expects
1ts Division of Research and Statistics to keep in
close touch with the activities of similar depart-
ments at the Reserve banks, and expects full coopera-
tion in the System's work in this field.

} "When a new project in the research and statis-

tical field is in contemplation at a Reserve bank it

r should be worked out in cooperation with the Board's
Director of Research and Statistics, except as to pro-
Jeots of small scope which involve no considerable
expense. From time to time the Director of the Board's
Division of Research and Statistics may find it neces-
Sary to request the cooperation of one or more Federal
Reserve banks on research studies.

"Publications The Board wishes to contimue the present
Practice under which all publications of the Federal
Reserve banks dealing with matters of more than local
interest are submitted to the Board of Governors and

1ssued only with the approval of the Board.

"Budget and personnel The budget of the statistical
and analytical function should contime to be subject
to the advance approval of the Board and all appoint-
ments of persons to supervisory positions in the
statistical and analytical function should be subject
to the approval of the Board.
"The Board would expect the person in charge of the re-
v Search and statistical functions to report directly to the
\ President of the bank and mnot to & Vice President or another
) officer.
"It is further contemplated that the work heretofore
handleq by the Federal Reserve agents in connection with ad-
Ministration of the Securities Exchange Act of 1934 will also
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:::nziansferred to the banking departments with the under-
PGSearnﬁ that this work, like the examination work and the
generai work, will, as- heretofore, be conducted under the
tions fSupervision of the Board of Governors. The condi-
Specif? t?ansfer contemplated by the plan do not include any
Beparatcatlons as to whether the reserve bank shall have a
Presente unit for doing this work, as this would appear at
e bto ?e necessary at only a few of the Federal Reserve
NEnts’ fut it is expected that a1l appointments or assign-
o : persons to supervisory positions in handling this
Pr0va; each Federal Reserve bank will be subject to the ap-
- of the Board of Governors.

S With respect to the statutory duties of the Federal Re-
of th agent, the Board will appoint, upon the recommendation
ESer: Federal Reserve ggent, one or more assistant Federal
the ise agents whose primary duties will be in conmection with
custodsuance and retirement of Federal Reserve notes and the

L REServy of collateral therefor. When an Assistant Federal
g e agen? is not engaged in work comnected with the issu-
Shat and retirement of Federal Reserve notes it is assumed

7 » With the authorization of the Federal Reserve agent and
the gpproval of the President, he will perform other work in
Feq ank which is not inconsistent with his duties as Assistant
eral Reserve agent.

"It is not expected that the Assistant Federal Reserve
2%e:£ will be charged with responsibility under section 30
examie Bgnking Act of 1933. The Vice President in charge of
ing tgétlons should be charged with the responsibility of keep-
by dire Federal Reserve agent advised of violations of law
E ectors and officers of State member banks and of un-
e banking practices in order to ensble the Federal Re-

o e agent to comply with the requirements of that section
ceiarding the issuance of warnings to the directors and offi-
¥ S imvolved and the certification of facts in such cases

the Board of Governors.

- _"As soon as an Assistant Federal Reserve agent has been
Prointed and has executed the customary bond, the Board of
igZEYDOrs is prepared to authorize the transfer of the exam-
2 tion and research work to the bank and will also then ac-
ept the resignation to be submitted by Assistant Federal Re-

,\ Serve Agem Fry-"
a

The proposed letter was approved
unanimously.

Memorandum dated July 14, 1936, from Mr. Broderick submitting
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the Teport received from the Federal Reserve Bank of Kansas City cover-
g the Survey made by the bank of its operations and organization
PUrsuant to the Board's letter of March 25, 1936, X-9552, as well as

% drafy, of a letter to President Hamilton reading as follows. The
"elorandun ang letter have been previously circulated among the mem-
bers of the Board for their considerations

"The Board has reviewed the report of the survey made
of the operations and organization of the Federal Reserve
?gg: of Kansas City forwarded with your letter of June 9,
"In the Board's letter of March 25, 1936, it was stated
that the Board hed in mind & procedure looking toward the
\ placing of the chairmanship largely upon an honorary basis
With the thought that the ministerial duties with respect to
he issuance of Federal Reserve notes and the holding in
Custody of collateral therefor would actually be performed
by Assistant Federal Reserve agents who would be experienced
0 such work and who would receive salaries commensurate
With the dquties and responsibilities to be assumed. In this
Comnection, there is attached a copy of a letter to Mr. Walsh,
Federal Reserve Agent at Dallas, with respect to the duties
to be performed by him as Chairman and Federal Reserve agent
°n an honorary basis. The Board would expect the principles
8nd procedure set forth in the letter to Chairman Walsh to be
followed at a11 Federal Reserve banks.
"The Board's letter of March 25, 1936, also stated that
the procedure contemplated would result in the transfer of
€ bank examination work and the research work, heretofore
handl eq by the Federal Reserve agents, to the banking depart-
Ments with the understanding, however, that such functions
ould, as heretofore, be conducted under the general super-—
Vision of the Board of Governors.
"In order to acquaint you more fully with the conditions
under which it is contemplated that the examination and re-
Search work will be transferred to the banks, these conditions
} 8Te set forth below in general terms. With respect to the
i ®Xamination function, the plan contemplates that:
1. m appointments of examiners at the Federal Re-
serve banks will contime to be subject to the ap-
proval of the Board of Governors.
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"2 The examination department will contimue as & sepa~
rate unit.

8« The examination department will be under the super-
vision of a Vice President to be designated by the
bank after consultation with the Board of Governors.

4. The budget for this function will be subject to ad-
vance approval of the Board of Governors.

G "The Vice President in charge of examinations, who will

e

signated as an examiner for the Federal Reserve bank,
11, except in the larger banks, be expected to act as Chief
< ner. The Board would also expect the Vice President in
d €e of examinations to be responsible directly to the Presi-
®nt of the bank and not to another Vice President or other
officer,
i "While it is expected that the President will keep himself
nformed of the activities and policies of the examination
deP&rtment, it is contemplated that correspondence, other than that
relating to policy matters, would be carried on by the Board
8nd its staff directly with the Vice Presidemt in charge of
SXaminations. This procedure would be similar to that generally
followeg with respect to other correspondence about routine
OPerating matters.

"After the transfer is made the Board will expect that
the present, policy of decentralization of examination work
Under the ultimate responsibility of the Board will contime,
that the examination work will be conducted by the Federal
Reserve banks under the general policies adopted by the Board,
&nd that general supervision of the examination work of the
SYSPem as a whole will contimue to be exercised by the Board's
Division of Fxaminations.

"In the past the Federal Reserve agent's department has
hag custody of the reports of examinations made by the various
agen-cies, which reports have been made available to certain
Officers of the bank and to certain designated employees in
the Credit and Discount and other departments of the bank.

When the bank examination department is transferred to the
ederal regerve bank instructions should be.issued providing

that the bank examination department will contimue to have
Custody of reports of examinations, and proper safeguards
Should be established in order to preserve the confidential
°h&racter of such information and to insure that the reports

. W11l be made availsble to officers or employees of other de-

‘ Partments only when justified in the performance of their
duties-

"The principles to govern the operations of the research
8nd statistical organizations after their transfer from the
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"agenttg department to the bank are outlined in the follow-
%ng baragraphs which supersede those transmitted with the
card's letter of August 11, 1926, X-4646.

%ﬁ&&&Lﬁg@_pggpggg The purpose of the work of the re-
Search and statistical divisions of the Federal Re-
Serve banks is to collect and digest information bear-
ing on the problems with which the Federal Reserve
System is confromted, either as a matter of current

Oieration or as the basis of the Federal Reserve poli-
Cles.

"These divisions should provide a necessary ser-
vice to the officials of the banks and to the Board of
Governors of the Federal Reserve System and should
also be useful to the general public. Owing to the
Joint usefulness of these services the Board expects
its Division of Research and Statistics to keep in
close touch with the activities of similar departments
at the Reserve banks, and expects full cooperation in
the System's work in this field.

"When a new project in the research and statis-
tical field is in contemplation at a Reserve bank it
Sshould be worked out in cooperation with the Board's
Director of Research and Statistics, except as to
Projects of small scope which involve no considerable
€Xpense. From time to time the Director of the Board's
Division of Research and Statistics may find it neces-
Sary to request the cooperation of one or more Federal
Reserve banks on research studies.

"Publications The Board wishes to continue the present
Practice under which all publications of the Federal
Reserve banks dealing with matters of more than local
interest are submitted to the Board of Governors and
issued only with the approval of the Board.

"Budget, and personnel The budget of the statistical
and analytical function should contimue to be subject
to the advance approval of the Board and all appoint-
ments of persons to supervisory positions in the statis-
tical and analytical function should be subject to the
approval of the Board.

"The Board would expect the person in charge of the re-
Search ang gtatistical functions to report directly to the
§r881dent of the bank and not to a vice president or other of-

Cer,

"It is further contemplated that the work heretofore

handleq by the Federal Reserve agents in connection with ad-
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"ministration of the Securities Exchange Act of 1934 will also
¢ transferred to the banking departments with the understand-
102 that this work, like the examination work and the research
work, will, as heretofore, be conducted under the general
Supervision of the Board of Governors. The conditions of trans-
fer contemplated by the plan do not include any specifications
as‘to whether the reserve bank shall have a separate unit for
doing this work, as this would appear at present to be neces-
Sary at only a few of the Federal Reserve banks, but it is
expected that all appointments or assigmments of persons to
Supervisory positions in handling this work at each Federal
Reserve bank will be subject to the approval of the Board of
Governors.,

"Mith respect to the statutory duties of the Federal Re-
Serve agent, the Board will appoint, upon the recommendation
Of the Federal Reserve agent, one or more assistant Federal
Reserve agents whose primary duties will be in connection with
the issuance and retirement of Federal Reserve notes and the
Custody of collateral therefor. When an Assistant Federal
Reserve agent is not engaged in work connected with the issu-
ance and retirement of Federal Reserve notes it is assumed
that, with the authorization of the Federal Reserve agent and
Phe approval of the President, he will perform other work
in the bank which is not inconsistent with his duties as
Assistant Federal Reserve agent.

"It is not expected that the Assistant Federal Reserve
8gent will be charged with responsibility under section 30
Of the Banking Act of 1933. The Vice President in charge of
examinations should be charged with the responsibility of keep-
ing the Federal Reserve Agent advised of violations of law

¥ directors and officers of State member banks and of un-
Sound banking practices in order to enable the Federal Reserve
Agent to comply with the requirements of that section regard-
ing the issuance of warnings to the directors and officers
ilmwvolved and the certification of facts in such cases to the
Board of Governors.

"As soon as an Assistant Federal Reserve agent has been
appointed to perform the statutory duties of the Federal Re-
Serve agent and has executed the customery bond, the Board of
Governors is prepared to authorize the transfer of the examina-
tion and research work to the bank and will also then accept
the resignation to be submitted by Assistant Federal Reserve
Agent, McAdams.”

The proposed letter was approved unani-
mously.
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Memorandum dated July 14, 1936, from Mr. Broderick submitting
Wt Teport received from the Federal Reserve Bank of Dallas covering
the Survey mede by the bank of its operations and organization pursuant
' the Board's letter of March 25, 1956, X-9532, as well as a draft of
& letter to President McKinney reading as follows. The memorandum and
letter have been previously circulated among the members of the Board

for 3
theip consideration:

3 th“The Board has reviewed the report of the survey made
R e operations and organization of the Federal Reserve
on of Dallas forwarded by Mr. Walsh under date of June
k » 19386,
fhat "In the Board's letter of March 25, 1936, it was stated
1 the Board had in mind a procedure looking toward the
giaCing of the chairmanship largely upon an honorary basis
thth the thought that the ministerial duties with respect to
< e issuance of Federal Reserve notes and the holding in cus-
Aédy of collateral therefor would actually be performed by
Ssistant Federal Reserve agents who would be experienced in
:uch work and who would receive salaries commensurate with
he dquties and responsibilities to be assumed. In this con- ¢
Nection there is attached a copy of a letter to Mr. Walsh
;ith respect to the duties to be performed by him as Chair-
Ban and Federal Reserve agent on an honorary basis. The
c°&rd's letter of March 25, 1936, also stated that the pro-
eedure contemplated would result in the transfer of the bank
bxamination work and the research work, heretofore handled
Y the Federsl Reserve agents, to the banking departments
With the understanding, however, that such functions would,
a8 heretofore, be conducted under the general supervision
of the Board of Governors.
"In order to acquaint you more fully with the conditions
under which it is contemplated that the examination and re-
| Search work will be transferred to the banks, these conditions
are set forth below in general terms. With respect to the
§ &Xamination function, the plan contemplates that:
1. A1l appointments of examiners at the Federal Re-
serve banks will contimue to be subject to the ap-
proval of the Board of Governors.
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"2+ The examination department will contime as a
Separate unit.

3+ The examination department will be under the su-
pervision of an officer to be designated by the
bank after consultation with the Board of Gover-
nors.

4. The budget for this function will be subject to
advance approval of the Board of Governors.

"It has been noted from the report of the survey that
Mr. Bvans will be appointed an Assistant Vice President and
Will be placed in direct charge of the Bank Examination De-
Partment, which department will in turn be under the general
Supervision of the First Vice President. The Board would ex-
Pect the officer in charge of examinations to report directly
O the President and not to another Vice President or other
Officer. The officer in charge of examinations, who will be
designated as an examiner for the Federal Reserve bank, should,
is felt, also act as chief examiner.

"While it is expected that the President will keep him-
Self informed of the activities and policies of the examina-
tion dEpartment, it is contemplated that correspondence, other
than that, relating to policy matters, would be carried on by
the Boarg and its staff directly with the officer in charge
°f examinations, This procedure would be similar to that
genera1ly followed with respect to other correspondence about
Toutine operating matters.

"After the transfer is made the Board will expect that
the present policy of decentralization of examination work
Under the ultimate responsibility of the Board will contimue,
that the examination work will be conducted by the Federal
Reserve banks under the general policies adopted by the Board,
&nd that general supervision of the examination work of the
System as & whole will comtime to be exercised by the Board's
Division of Examinations.

"In the past the Federal Reserve Agent's department has
hag custody of the reports of examinations made by the various
agenCies, which reports have been made available to certain
officers of the bark and to certain designated employees in

he Credit and Discount and other departments of the bank.
When the bank examination department is transferred to the
Federal Reserve bank instructions should be issued providing
\ that the bank examination department will contimie to have
i Custody of reports of examinations, and proper safeguards
Should be established in order to preserve the confidential
Character of such information and to insure that the reports
11 be made available to officers or employees of other
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ggzgartments only when justified in the performance of their
es.

"The principles to govern the operations of the research
8nd statistical organizations after their transfer from the
88ent's department to the bank are outlined in the following
Paragraphs which supersede those transmitted with the Board's
letter of pugust 11, 1926, X-4646.

"Scope and purpose The purpose of the work of the re-
Search and statistical divisions of the Federal Reserve
banks is to collect and digest information bearing on
the problems with which the Federal Reserve System is
confronted, either as a matter of current operation

Or as the basis of the Federal Reserve policies.

"These divisions should provide a necessary ser-
Vice to the officials of the banks and to the Board of
Governors of the Federal Reserve System and should also
be useful to the general public. Owing to the joint
usefulness of these services the Board expects its
Division of Research and Statistics to keep in close
touch with the activities of similar departments at
the Reserve banks, and expects full cooperstion in the
System's work in this field. .

"When a new project in the research and statis-
tical field is in contemplation at a Reserve bank it
Should be worked out in cooperation with the Board's
Director of Research and Statistics, except as to
Projects of small scope which involve no considerable
eXpense. From time to time the Director of the
Board's Division of Research and Statistics may find
it necessary to request the cooperation of one or more
Federal Reserve banks on research studies.

"Publications The Board wishes to contime the present
Practice under which all publications of the Federal
Reserve banks dealing with matters of more than local
interest are submitted to the Board of Governors and
1ssued only with the approval of the Board.

"Budget, and personnel The budget of the statistical

and analytical function should continue to be subject

to the advance approval of the Board and all appoint-
. Ments of persons to supervisory positions in the statis-
\ tical and analytical function should be subject to the

approval of the Board.

"The Board would expect the person in charge of the re-
Search and statisticel functions to report directly to the
esident and not to a Vice President or other officer.
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"It is further contemplated that the work heretofore
handleq by the Federal Reserve agents in connection with admin-
istration of the Securities Exchange Act of 1934 will also be
transferred to the banking departments with the understanding
that thig work, like the examination work and the research
Work, will, as heretofore, be conducted under the general
Supervision of the Board of Governors. The conditions of trans-

€ contemplated by the plan do not include any specifications

88 to whether the reserve bank shall have a separate unit for

oing this work, as this would appear at present to be neces-

SAry at only a few of the Federal Reserve banks, but it is ex-

Pected that a1l appointments or assigmments of persons to super-

Visory positions in handling this work at each Federal Reserve

bank will be subject to the approval of the Board of Governors.

"As indicated in the Board's telegram of June 23, 1936,
to ur, Walsh, the Board contemplates that the principal duties
t the Assistant Federel Reserve Agent will be in connection
With the issuance and retirement of Federal Reserve notes.

e the Board would expect a person appointed to this posi-
tion, when not engaged in work connected with the issuance and
Tetirement of Federal Reserve notes, to perform, under the
Suthorization of the Federal Reserve Agent and with the ap-
Proval of the President, other work in the bank not inconsis—
tent With his duties as Assistant Federal Reserve Agent, the

%8rd does not feel that as a general policy an Assistant Fed-
°T8l Reserve Agent should be assigned work in the bank of
Telatively more importance than the issuance and retirement
°f Federal Reserve motes and be carried upon the Agent's pay-
oLl at a salary in excess of that reasonably commensurate with

S duties in the latter capacity. In view of the circumstances
Set forth in your letter of June 27, 1936, however, the Board,

N accordance with the recommendation of the Federal Reserve

ent and the suggestion of & committee of your directors,
3PProves a salary of $5,000 for Mr. Hall as Assistant Federal
®Serve Agent, effective as of the date the non-statutory
functions of the Agent are transferred to the bank. The Board
3PProves also the appointment of Mr. E. A. Thaxton of the

%8N Department as Acting Assistant Federal Reserve Agent ef-

®Ctive as soon as he has executed the customary bond. It is
Understood that Mr. Thaxton will contimue to perform the duties

‘ Tow @ssigned to him and that he will act in his capacity of

\ ﬁeting Assistant Federal Reserve Agent only in the absence of

¥

"It.is not expected that the Assistant Federal Reserve
Agent wi1) be charged with responsibility under section 30 of
the Banking Act of 1935. The officer in charge of examinations
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;sgould be charged with the responsibility of keeping the
t: eral Reserve Agent advised of violations of law by direc-
N TS and officers of State member banks and of unsound bank-
D¢ practices in order to enable the Federal Reserve Agent to
Comply with the requirements of that section regarding the
QSSUaDCe of warnings to the directors and officers involved
0d the certification of facts in such cases to the Board of
ernors,
"Please advise the Board of the effective date of the
transfer of the examination and research work to the bank.
When such advice has been received the Board will accept the

gszignation to be submitted by Assistant Federal Reserve Agent
ns, "

The proposed letter was approved unani-
mously, together with a letter to Mr. Walsh,
Federal Reserve Agent at the Federal Reserve
Bank of Dallas, reading as follows:

1 "Referring to your letter of June 27, 1936, the Board,

N accordance with your recommendation and as suggested by

g committee of your directors, approves a salary of £5,000
t:r Mr. C. C. Hall as Assistant Federal Reserve Agent, effec-—
R Ve as of the date the nonstatutory duties of the Federal
€8erve Agent are transferred to the bank.
B "In accordance with your letter of June 27, 1936, the
thrd approves also the appointment of Mr. E. A. Thaxton of
he Loan Department as Acting Assistant Federal Reserve Agent,
;ffective as soon as he has executed the customary bond. Tt

8 understood that Mr. Thaxton will contime to perform the
duties now assigned to him and that he will act in his capa-
ity of Acting Assistant Federal Reserve Agent only in the ab-
ance of Mr. Hall."

Letter to Mr. Paul Dillard, Deputy Chairman of the Federal Reserve
°f St. Louis, reading as follows:

"The members of the Board have seen your letter of July
2 1936, in which you tender your resignation as a Class C
Director and Deputy Chairman of the Federal Reserve Bank of
St. Louis, to be effective at the pleasure of the Board. We
@ppreciate very much the spirit in which your letter was written
8nd T have been authorized to advise you that the Board wishes
© have you contime your service to the St. Louis bank for
the remainder of your present term.
"The policy announced in the Board's letter of Jamary
% 1935, to which you refer, was not intended to apply in any
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during the then existing terms, to directors holding
office

at that time, but to future appointments by the Board
vernors, and the policy was announced in order that the
Federal regerve banks and the directors of the banks and
branches might have ample time within which to become familiar
With the policy.

"The members of the Board appreciate very sincerely the
contribution which you have made by your service to the Federal
°Serve Bank of St. Louis and to the Federal Reserve System
&nd hope that, it will be possible for you to contime until the

iration of your present term."

Approved unanimously.

Letter to Mr. Peyton, President of the Federal Reserve Bank of

L
nneapolis, reading as follows:

"Reference is made to your letter of July 7, in reply

0 our letter of June 29, in which you state that the pro-
. Posed increases in salaries of eighty-eight employees, as re-
, ferreq to in your letter of May 5, 1936, are not all in ac-
? COrd with the present persomnel classification plan at your bank
but that they are in accord with the new personnel classifica-
ton plan which has been submitted for the Board's approval.
"Since it will not be practicable for the new personnel
ification plan of your bank to be acted upon by the Board
< Governors before August 1, it is suggested that any proposed
Salary increases which involve the payment of salaries in ex-
%833 of the maximums provided for in the existing personnel classi-
ication plan be submitted to the Board for its consideration."

Clags

Approved unanimously.
Letter to Mr. Peyton, President of the Federal Reserve Bank of
i
nneap°113’ reading as follows:

"Reference is made to your letter of July 8 requesting
auth°rity to transfer to 'Reserve for other losses' the profit

i @pproximately $#497,000 realized on the sale to the System
\ 8Ccount on June 30 of United States Govermment securities held
! Y your bank.

"It has always been the practice of the Board to include
4y profits realized by the Federal Reserve banks on the sale
°f United States Govermment securities as additions to current
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;Zzt earnings in the statement of earnings and expenses of
andezil Reserve banks published in its anmual report to Congress,
en to treat as a deduction from current net earnings
3Ny amounts set aside as reserves. It is believed desirable
ﬁ Contimie this practice. It was, however, as you may recall,
vai general understanding, at the time the transfer at market
ues of securities from the holdings of individual Federal
88erve banks to the System account was under consideration,
Aa t any profits resulting from such transfers should be held
i a r?serve rather than be transferred to surplus account.
°°°rd1ngly, the Board will give favorable consideration to
JOUr recommendation that an amount equal to such profit be

y:&nsferred to 'Reserve for other losses' at the end of this
ar,

Approved unanimously.
Letter to Mr. Hill, Assistant Federal Reserve Agent of the Federal

Reg
°TVe Bank of Philadelphia, reading as follows:

N "This refers to your letter of June 26, 1936, and its
V§°108ures, relating to an inquiry from Mr. M. E. Reeve,

q Ce-President and Trust Officer, City National Bank of Phila-
elphia, Philadelphia, Pennsylvania, concerning whether, under
® Provisions of subsection (b) of section 9 of the Board's

Regulation F, securities must be delivered to the trust de-
gartment of the bank to secure certain funds deposited in the
anking department of the bark.

iy "The pertinent provisions of the regulation read as fol-
WS

'(b) Use in conduct of business of trustee bank. —-
"Punds received or held by a national bank as fiduciary
Wwaiting investment or distribution shall not be used by
the bank in the conduct of its business, unless the bank,
under authorization by its board of directors, first
delivers to the trust department, as collateral se-
Curity—— #* #* %!

As you know, the above provisions of the regulation are de-
Signeq to carry out a requirement contained in section 11(k)
°f the Federal Reserve Act.

"The funds in question constitute a 'redemption fund'
®reated by moneys received by the bank as trustee under a cor-
Porate trust indenture which provides in part as follows:

'A11 moneys received by the Trustee against the

RASER
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"'surrender to the Company of warehouse receipts or
Customers' notes, as hereinbefore provided in Section
1 of this Article V, and 21l moneys received by the
Trustee from the makers in peyment of the principal
of customers' notes, &s provided in Section 2 of this
Article Vv, shall be held by the Trustee in special
accounts, hereinafter called "The Redemption Fund",
ach standing in the name of "City National Bank of
Philedelphia, Trustee for Kinsey Distilling Company -
Redemption Fund", meintained on deposit with the Trus-
tee bank, and such other bank or banks as the Trustee
shall select. !

"Mhile the Board does not have all of the terms of the
trust indenture before it, it appears that the funds are un-
doubtedly 'funds received or held by a national bank as fidu-
clary awaiting investment or distribution' and that, accord-

"€ly, if any of such funds are deposited in the trustee's
o"n barking department, securities must be delivered to the
trust department in accordance with the provisions of subsec-
tdon (b) of section 9 of Regulation F. Mr. Reeve calls at-
tention to the fact that the trust indenture provides that
Such funds may be deposited in the trustee's own banking de-
Partment but that fact does not in any wise affect the ap-
Plicebility of the above memtioned requirement."

Approved unanimously.

Letter to Mr. Peyton, President of the Federal Reserve Bank of
Winy
eaPOlis, reading as follows:

"Reference is made to your letter of July 7 in reply
to the Board's letter of July 2 in regard to the suggestion
Of the recent conference of Presidents that your bank might
"ish to recall its Circular #424 until such time as the Presi-
dents haq had an opportunity to consider the forthcoming re-
POrt of the committee on free services.

"In view of the circumstances as set forth in your let-
ter, ang particularly of the saving in expense under your present
Procedure and of the fact that no complaints have been re-
Ceiveq by your bank, the Board will interpose no objection to
,he contimence of the procedure outlined in your Circular
#424 until the matter has received further consideration by

? : vie conference of Presidents and by the committee on free ser-
Ceg,.n

Approved unanimously.

RASER
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Thereupon the meeting adjourned.
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