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A meeting of the Board of Governors of the Federal Reserve
Vst
W was held in Washington on Tuesday, August 24, 1937, at 11:00 a.m.
PRESENT: Mr. Ransom, Vice Chairmen
Mr. Szymczsak
Mr. McKee
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Thurston, Special Assistant to the
Chairman
Mr. Wyatt, General Counsel
ALSO PRESENT: Mr. J. J. Thomas, Chairmen and Federal Re-
serve Agent at the Federal Reserve Bank
of Kansas City
Mr. Thomas stated that at the meeting of the board of directors
of ty ;
® Federal Reserve Bank of Kansas City on August 5, 1937, there
Te
Presenteq the letters addressed by the Board of Governors to him
Unge
r
: Qate op July 14, as Chairmen of the board of directors of the
. ' 80d under date of July 29, to President Hamilton, with respect
0 the
Provisions of the by-laws of the bank regarding the composition
d p ;
e
tings of the administrative and executive committees of the bank,
d th
a
. t the board of directors had requested him to visit Washington
e
ty Purpose of discussing the matter with the Board and reconciling
e
Ve
8 W8 of the board of directors and the views of the Board of Gov-
Ors
98 expressed in its letters to Messrs. Thomas and Hamilton.
Mr, Thomas referred to the organization of the executive com~
Se
Prior to the creation of the administrative committee in January
8tg
ay ted that provision for daily meetings of the administrative com-

teg :
' Which were in 1ieu of daily meetings of the executive committee,

g
lage
in order to afford the directors an opportunity to be at the




1483

824/

(]

=0<
el Sufficient length of time each year to become thoroughly sc-
Wainteq with its operations. Fe also said that the directors felt

i they could not become sufficiently femiliar with the work of the
bank by attendance at the regular meetings of the board of directors to
enable them to discharge the responsibility placed upon them by the Fed-
i Reserve Act to supervise and control the affairs of the bank. He

. Teferred to the extended territory covered by the Tenth Federal
*Serve District and to the practice of selecting directors representa-
tVe of different parts of the district which resulted in some directors
TTeling considerable distances to attend meetings with accompanying
Sreeter traveling expenses.

Mr. Thomas read, and filed with the Board, a digest of the
c:::eedings of meetings of the administrative committee of the Kensas
i bank frop August 4 to 17, 1937, as evidencing a need for daily
retingg °f the committee. Mr. Ransom stated that it appeared that
ha:::ically all of the actions listed in the digest could have been
the r:d by the officers of the bank and presented for ratification at
i, €ular meetings of the board of directors. Mr. Thomas said that
%8rd of directors of every large banking institution has a com-
ter:: "hich meets at the bank almost daily to hendle importent mat-
i 8ling for attention and that the directors of the Federal Re-
Bank of Kansas City felt that their responsibility called for

Bimi

ar
% Meetings at the reserve bank. The members of the Board pointed
t

3]
Wever’ that the daily meetings of committees of commercial banks
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areusually held for the purpose of passing on applications for credit
antht for the purpose of operating the bank, that the Federal reserve
bw&'was meking practically no losns at the present time, and that,
therefore, there was no necessity for such frequent meetings of the ad-
Ustrative committee.
Mr. Ransom referred to the position taken by the Board of Gov-
"oz thet the cheirman of the board of directors of a Federal reserve
b&&:and’ in his absence, the Deputy Cheirman, and, in the absence of
Oth’the third Class C director should serve as chairman of the execu-
e °°mmittee and stated that the organization of the executive com-
fee fnd administrative committee, which exercises the duties of the
exem“uve Committee at the Kansas City bank, did not provide for the
m£ss c directors serving as chairman of either committee except in ro-
taton With the other directors and that in view of the public charac-
il the Classg C representation on the board of directors of the Fed-
i Teserve banks, meetings of the committees should not be held with-
S Class ¢ girector being present. Mr. Thomes agreed that the cheair-
°f the board of directors should be chairman of the committees but
%atmithat the changes which were made in the by-laws in Januery were
nmdein his absence end iﬁasmuch as they affected his relation to the
Yteeg he felt he could not with propriety question the changes.
There ensued a discussion of the matters referred to above as

wel l

%ot the amount expended snnually by the Kanses City bank for
Toq

8 g
d ®Xpenses of directors.

At the conclusion of the discussion, Mr. Thomas asked what
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E!ugg"sﬁons the Board had to maske with respect to a solution of the
Waten,

Mr. Ransom steted that the Board felt that the holding of fre-
Quent Beetings of the board of directors when there was no apperent
Justification therefor and the continuation of an arrangement under
"o 8% Class ¢ director was not present at meetings of the executive

dadministrative committees were regarded by the Board as (1) inef-
ﬁﬁient Organization resulting in needless expense, (2) inadequate
I‘em'ese’l‘i':&1;:lon of the public interest because of non-attendence by
maas C directors at meetings of the committees, and (3) lack of under-
B“mding On the part of the directors that their responsibility is to
mﬁenmmﬁ the policies of the bank and to leave the daily operating de-
tailsj“the hands of the bank's officers.

Mr. Ransom also said that Mr. Thomas should return to Kensas
iy 4 discues the entire matter with the directors in the light of
o %urdrs 1etters of July 14 and 29, 1937, end in the light of the
Dohms Considered at this meeting, following which the board of direc-

® shoulq take action to correct the unsatisfactory elements of the
situation.

At thig point Messrs. Thurston, Wyatt and Thomas left the meet-

in
¥ g Consideration was then given to each of the matters hereinafter
I'erer

Ted to ang the action stated with respect thereto was taken by
the

Boarq,

Memorendum dated August 24, 1937, from Mr. Bethea, Assistent
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°tary, recommending the employment of Williem H. Malone, Philip D.
abg

T and James H. Macklin as porters in the new building, each with
Salg

Y at the rate of §1,080 per annum, effective as soon as their

Sarvi
88 may be required after having passed satisfactorily the usual

Ph
ysical €Xamination.

Approved unanimously.
Letter to "The First National Bank of Kings Mountain", Kings

Ount,
&n, North Carolina, reading as follows:

"

g iThe Board of Governors of the Federel Reserve System
28

Ven further consideration to your application for per-
au:zion to exercise limited fiduciery powers, and grants you
Ocairity to act, when not in contravention of State or
Cihe law, as trustee under a certain deed of trust to se-
=5 debt executed by Palmetto Yarn Mills, Inc. end further
. Tibed as a trust accepted by you on July 12, 1937, the
Teise of such right to be subjeet to the provisions of
: Federal Reserve Act and the regulations of the Board of
®Tnors of the Federal Reserve System.
£y "This letter will be your authority to exercise the
o ciary powers granted by the Board pending the preparsa-
R of g formal certificate covering such authorization,
®h will be forwarded to you in due course.”

Approved unanimously, together with
the following letter to Mr. Fry, Vice
President of the Federal Reserve Bank of
Richmond:

anq iﬂReference is made to your letter of August 6, 1937,
N&ti hclosures, in regard to the application of 'The First
c&rcgnal Bank of Kings Mountain', Kings Mountain, North
truStina’ for permission to act as trustee under deeds of
on to secure debt, which was disapproved by the Board

uly 20, 1937.
tioy :It is understood that the bank, acting on the assump-

hat its application would be approved, accepted appoint-

88 trustee under a deed of trust given by the Palmetto
MillS, Inc. to secure an issue of bonds, and asks that

Reng
Y&rn
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"the Board reconsider the application and permit it to act

88 trustee in this one instence. The Board has given further

‘Onsideration to the matter, and in view of all the circum-

Stences ang since the bank apparently has scted in good faith,

88 granted it permission to act as trustee under such deed

f trust, A copy of the letter to the bank advising of the
8rd's action is inclosed herewith for your files.

"The grant of this restricted power does not represent
8y change in the Board's views as expressed in its letter to
You of Juiy 30, 1937, and is not to be regarded as establish-

'€ a precedent for any similar case which may arise in the
ture, Should the bank at some later date desire to acquire

fy other trust business it will, of course, be necesssry for

1t %o submit a new application for trust powers to the Board

2ud be granted additional authority before accepting any such
8inegg, "

Letter to the representative members of the Federal Open Market

°Wmuttee

» Teading as follows:

F "As you know, the last paragraph of section 10 of the
®deral Reserve Act, as amended, provides that the Board of
Vernors shall keep a record of actions teken by the Federal
®d Market Committee upon questions of policy relating to
bpen market operations, end that a copy of the record shall
includeq by the Board in its annual report to Congress.
"In order to expedite the publication of the annual
Tt for the year 1937, there have been prepared drafts
®ntries for the record covering actions teken by the
éral Open Market Committee at its meetings on January
th’ March 15, April 4, May 5 and June 9, 1937. Copies of
maGSe drafts are attached. As was the case with the open
3 Thet Policy record for the year 1936, entries relating to
°T%ain actions, such as organization of the Federal Open
rer et Committee, readjustments of participations of Federal
exServe banks in the System account, and authority to the
Qoecutive committee to permit fluctuations in the System ac-
reunt between statement dates, have been omitted from the
°r°°rd for the reason that they are not regarded as matters
the king which it was intended to include in the record
8Te of such relative unimportance as to justify their
8t Ssion. fThe drafts of entries have been prepared in sub-
re&ntially the same form as the entries contained in the
%ord for the year 1936.
"In order that the record may be pleced in final form

Tepo

ed
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"8 promptly as possible, it will be appreciated if you will
T8View the drafts and edvise not later than September 13
Whether you have any comments or suggestions to make with
Tespect thereto.

"A letter identicael with this is being sent to the

A Other representative members of the Federal Open Market
Comni tge,

Approved unanimously.

Letter to Mr. Harrison, Chairman of the Presidents' Conference,

Tg
&ding 88 follows:

i "As you know the Presidents' Conference et its meet-

ang On November 18, 1936, voted to accept the report and

Cgf{OVe.the recommendation of the Standing Committee on

. ections that the absorption of postage on direct send-

n%s be discontinued by every Federel reserve bank in the
érest of uniformity.

"The Board recently made inquiry of the Federal Re-

:EPVe Bank of Kansas City as to the present situation at
Oa:§ ?ank with respect to the absorption of postege on

& etters forwarded by member banks direct to other Fed-

Cit Teserve banks, and a copy of the reply of the Kansas

°pe¥ bank is attached hereto. It is suggested that this

o6 ating problem be again referred to the Standing Commit-
°n Collections for consideration."”

Approved unenimously, together with
a letter to Mr. Hamilton, President of the
Federel Reserve Bank of Kansas City, read-
ing as follows:

B "Reference is made to your letter of August 14, 1937,
of ®gard to the inquiry contained in the Board's letter
wi Une 16, 1937, as to the present situation at your bank
Tespect to the absorption of postage on cash letters
b&nksrded by member banks direct to other Federsl reserve
Chiay "The Board has suggested to President Harrison, as
ing ™an of the Presidents' Conference, that this operat-
on cgrOblem be again referred to the Standing Committee
llections for consideration."

There was submitted a recommendation, which had been approved

)
PersOnnel Committee, that the Board authorize the purchase of
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Oha
1rs and steel pitchers, and the cleaning, scouring, repairing and
Ving, including cutting and binding for standpipes, of one carpet,
as )
1sted in purchase orders Nos. 1964, 1965, 1969 and 1970, at a total

8% of $109.9;.

Approved unanimously.

Thereupon the meeting adjourned.

= /E;fjam |

Assistant Secretary.

\ Vice Chairman.






