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A meeting of the Board of Governors of the Federal Reserve Sys-

wee held in Washington on Tuesday, June 8, 1937, at 10:00 a. in.

PRESENT: Mr. Eccles, Chairman
Mr. Ransom, Vice Chairman
Mr. Broderick
Mr. Szymczak
Mr. McKee
Mr. Davis

Mr. Morrill, Secretary
Bethea, Assistant Secretary

Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman

Consideration was given to each of the matters hereinafter re-

tel'I'ed to and the action stated with respect thereto was taken by the

BO El d

The minutes of the meeting of the Board of Governors of the Fed-

Reserve System held on J'une 7, 1937, were approved unanimously.

Telegram to Mr. Sargent, Secretary of the Federal Reserve Bank

or
°la Francisco, stating that the Board approves the establishment

44th°11t change by the ImInk today of the rates of discount and purchase

1Z it 8 existing schedule.

Approved unanimously.

Letter to Mr. Wood, Deputy Chairman of the Federal Reserve Bank
or ch,

leEtgo, reading as follows:

"The Board of Governors of the Federal Reserve System
decided some time ago that surveys should be made of the Bank
,-,LIcacmination and Auditing Departments at all of the Federal
:eeerve Banks. There is attached a report of the survey of
uhe Auditing Department of the Federal Reserve Bank of Chicago
1:ecently conducted by the Board's Examiners Wilkes and Jones.

additional copy of the report is inclosed for President
Schaller.

"While the survey indicates that the auditing function
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at the Federal Reserve Bank of Chicago in general is being
performed adequately and in substantial conformity with the
standards recommended by the Conference of Auditors of the
Federal Reserve Banks held in Vashington last fall, it in-
dicates two important matters which merit consideration. These
relate to the non-auditing duties performed by the Auditing
Department in making surveys of procedure and personnel of
oPerating departments to a greater extent than is usually re-
garded as necessary to the proper performance of the auditing
function as such, and the absence of an Assistant Auditor
caPable of performing the customary duties and responsibili-
ties of that office.

"It will be appreciated if you and the Auditing Camuit-
tee of your board of directors and President Schaller will re-
view the attached report of survey and give the Board the
benefit of your reactions to the two matters referred to
above, and any other statements or conclusions concerning which
You would like to express your views.

"The footnote of the letter transmitting the recommenda-
tions of the Conference of Auditors to Mr. George L. Harrison,
Chairman of the Conference of Presidents of the Federal Re-
serve Banks, called attention to the confidential nature of
the material contained in that report and other information
relative to the auditing activities at the Federal Reserve
?Inks. As the inclosed report refers frequently to the Au-
uitors' recommendations and also contains other information
c)f a confidential nature concerning the activities of the
A4diting Department of your bank, it will be appreciated if

the report itself is not made available to the bank's employees
and the officers directly in charge of the operating depart-
Ments. Of course, the Board sees no objection to the report,
°r Parts thereof, being submitted to, or discussed with, your
..slirectors and such of the bank's senior officers as you and
vresident Schaller deem advisable."

Approved unanimously.

Letter to Mr. Schaller, President of the Federal Reserve Bank of
Chic,

'go) reading as follows:

tive Committee, as set forth in your letter of May 4, the
al'd approves, effective July 1, 1937, a salary at the
te of $6,000 per annum for Allan Black, Manager of the

I'lanning Department, a salary at the rate of $7,000 per an-
1111m for John Endres, Auditor, and a salary at the rate of

"In accordance with the recommendation of your Execu-
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per annum for John L. Sweet, Chief of the Division
Of Research and Statistics, who is to be elected Manager of
that Department."

Approved unanimously.

Letter to Mr. Schaller, President of the Federal Reserve Bank
Of IN

,hicago, reading as follows:

"This will acknowledge receipt of your letter of May
22 advising that arrangements have been made for the re-
lease, during the month of June, of Mr. Jack IL Funk as
Chief, Personnel Department, and that Mr. Louis G. Meyer,
Assistant Cashier, has been transferred from the Bond De-
.10artment and placed in charge of personnel.

"In accordance with the action taken by your executive
committee, the Board approves a salary for Mr. Meyer at the
rate of 5,500 per annum, effective July 1, 1937, provided
Mr. Meyer's compensation is fixed by.the Board of Directors
Of Your bank at that amount."

Of oh

Approved unanimously.

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

iesgo, stating that the Board approves a change in the personnel

clEtesification plan of the Detroit branch of the bank, as requested in
his 1

etter of May 24, 1937, to provide for the creation of the new posi-
tiot

°f "Utility Man" in the Maintenance Department with a maximum

of 4,Eloo.

Approved unanimously.

Memorandum dated June 4, 1937, from Mr. Smead, Chief of the

/1.71qLiOn of Bank Operations, stating that, in connection with a proposed
taodt„,.
'ication in the semi-annual functional expense report form and the

'4- of instructions governing its preparation, it was believed de-

vi-e to have a small comilittee of senior Federal reserve bank
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"ricers review recommendations for changes in the form of report and

raatuel of instructions, and submit a report with their recommendations

with respect to each of the suggestions, and that should such a proce-

dllre meet with the Board's approval it was suggested that the Chairman

(If the Presidents' Conference be asked to appoint the committee and that

he be advised that the Division of Bank Operations would be glad to

e°°Perate fully with such committee as may be appointed.

Approved unanimously.

Letter to Mr. Donald S. Thompson, Acting Chief, Division of

486"ch and Statistics, Federal Deposit Insurance Corporation, read-

as follows:

"We are in receipt of your letter of June 2, in which
You quote from a statement and table you propose to incor-
Porate in the 1936 annual report of the Federal Deposit In-
surance Corporation, and ask whether the Board of Governors
Of the Federal Reserve System would have any objection to
Your using in the way contemplated certain material obtained
prom the Board.

"By using figures for December 31, 1935, as shown in
Your Report No. 6 of Assets and Liabilities of Operating In-

!ured Banks, we find that the ratio of capital account to
40tal deposits was 14.1 percent for all banks, 12.5 percent
Or National banks, 15.0 percent for State bank members of the
Vederal Reserve System, and 18.8 percent for insured nonmem-
ber banks. This being the case it is doubtful whether the
!sIght impression would be gained from the statement in your
letter, reading in part as follows: 'In general the State banks
Members of the Federal Reserve System show smaller total capi-
tal accounts in Proportion to their deposits than do the nation-
ea banks It is noted from page 4 of your Report No. 6
°Is Assets and Liabilities of Operating Insured Banks that the
emount invested in banking house, furniture and fixtures,
and in other real estate by banks not members of the Fed-
"al Reserve System is much larger relative to capital ac-
count than are amounts similarly invested by National banks
or State bank members of the Federal Reserve System. If
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such investments were deducted from capital account the
ratio of capital account as thus adjusted to total deposits
would be 10.1 percent for all banks, 9.2 percent for Nation-
al banks, 11.1 percent for State bank members of the Federal
Reserve System, and 11.9 percent for insured nonmember banks.

"Figures taken from your report No. 6 show that the
ratio of 'Cash, balances with other banks, and cash items
in Process of collection plus direct and fully guaranteed

obligations of the United States Government' to total deposits
at the end of 1935 was 61.5 percent for all banks, 64.2 per-
cent for National banks, 63.4 percent for State bank members,
and 44.8 percent for nonmember insured banks.

"In view of the above it mould seem that you will pre-
sumably find it desirable to make some modification in the
statement proposed to be included in your annual report. You
IllaY also wish to have the statement include a reference to
the Page on which a complete statement of assets and lia-
bilities of the several classes of banks may be found, since
Some knowledge of the kinds of assets held by the banks is
help ful when considering the relation of capital funds to
deposits. The Board as you know has not published the fig-
ures on which your table is based. It has no objection, how-
"er, to your using the figures obtained from it insofar
as they relate to State bank members in substantially the
manner outlined in your letter. It is suggested, however,

Viet the note at the end of the table reading as follows:
.hesed upon figures compiled by the Board of Governors of
z2le Federal Reserve System.' be changed to read 'Based upon
rlgures taken from condition reports submitted as of Decem-
ber 31, 1935.1,1

Approved unanimously.

Thereupon the meeting adjourned.
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