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On behalf of the Federal Reserve Board, I transmit

herewith outline of orgunization of Federul Reserve banks,
The Board requests that gou
bring this to the attention of your board of directors with

the request that it consider making any changes in by-laws

which may be necessary to curry into effect the plan of or-
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ganization proposed. .

Very truly yours,

Governor.
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OUTLINE OF ORGANIZARION OF FEDERAL RESERVE PANKS,.

‘While ihe offico of Chairman of the Board of Dircctors and that of
the Federal Reserve Agent are by statute required to be héld by one and
the same perscn, the duties and.responsibilities of the two officeg are
separaté and distinct. The holder of these cffices occupies therefore,
a dual cipaciﬂy in relation to the Federal Reserve bahk.'

| CHAIRMAN OF THE BOARD.

Under the terms éf the Act the Chairman of the Boara niust be a-
person of "tested banking experienoe" and it is eviaently contenplated
that hé should be qualified tc judge intelligentiy_as:tclthe efficiency
and orderly conauct of the matagement of the banks iﬁ so far as his
duties as Chairman of the Boara are épecifiéaliy defihed. they are

(a) To preside at weetings of the Beard of Directors;

(v) To conuuct elections of diréctors, and.

(¢) To transfer "public stock™ i. e., stock held by subscribers
other than nmawber banks. '

These appear tc be the only specific auties and-pcwefs vested ty the Act
in any officer conrected with the bank. All other powers are conferred
by the "« Board of Directors which is expressly authorized to appoint such

officers and euployes as it deems necessary and t¢ define their duties.

FEDERAL RESERVE AGENT.

The wuties of the Federal Reserve agent are defined in detail by the
statute, Unuer the terus of the Act he is the official representative of

the Federal Reserve Boara in the exercise c¢f its supervisory powers over
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the bank, and all of his duties are performed in the capacity of a rep~
resentative of the United States rather than in the capacity of an officer
of the bank. It will be observed that the statubte proviaes that the
duties of the Federal Reserve Agent shall be in adaition to his duties as
Chairman of the Eoard of Dircetors of the Federal Reserve Bank. |

The Chairwman of the Board ana Federal Reserve Agent is appointed by
the Federal Reserve Boara, and the chief executive officer or manager of
the bank, who has been styled "Governor", is elected by the directors of.
the bank, two-thifds of whom are chosen by the member banks, and he de-
rives his authority from the Board of Directors.

In accordance with the evident intent of the Act, the following
division of functions in the organization'and administration of Federal
Reserve banks is suggested:

(1) Administrative, supervisory, and advisory;

{2) Managerial and executive. |

The first of these functions is governmental in character and is
performed by the Chairman of the Board and the Federal Reserwve Agent, who
acts as the official representatjve of the Federal Reserve Board and who is
required by law"to maintain * * * * a local office of said board on the
premises of the Federal Reserve bank".

The second group of functions belongs to the Governor of the bank,
subject to such limitations as nay be prescribed by the Board of Directors,

From the foregoing a chart of organization has been developed, which

is submitted herewith and which may be explained as follows:
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EXPLANATION OF ORGANIZATIOWN CHART.

The Chairman and Federal Reserve Agent, in his dual aapacity, as
Cheirmon of tle Boarc of Directors of his bank en” representative of the
Federal Reserve Board, must have active supervision of the banz throush
the Aucditor, vwho will be elected by the Board of Directors of the Bank
anc¢ will rejort to the Board throuch him.

It vill »robably be found sexvenient for the Auditor to make his
reports in duplicate or triplicate, so that at least ome copy nay be
given to the Chairmen of the Board and one copy to the Governor of the
Ban'z.

The Chairman znd Federal Reserve Agent will wve on his staff one or
more 4ssistant Federal Reserve Agents, to aid ki in his worlz os custodian
of the notes of the hank, and of the collateral for which he is responsible.

He will also have on his staff such examiner or exaininers as may be
required for the examination of member banks or of state banks desiring
admission to the system; operating in this respect under direction of the
Federal Reserve Boarc at .Jashington.

The credit files of the bank should be in the joint custody of the
Government's representative and the chief executive officer of the bank.

19

—

The Governor, as the chief executive or managerial officer of the bank,
will have direct charge of the various activities of the bank. There will
be one or more "Deputy Governors,” a'‘Cashier,” and one or more "Assistant
Cashiers' who, under c¢irection of the Governor, will have charge of the
various operating departments of the bank.

I1I.

The Auditor of the Bank may be styled, "General Auditor," or in the
case of the larger banks, ‘‘Comptroller.?

‘hile this independent officer reports directly to the Board of Direc~
tors, by which he is elected, ancd is not on the staff of the Chairman and
Federal Reserve Agent, he should transmit his reports through the Chairman
as the representative of the Board of Directors.

No chonges in the persomnel or salaries of the Auditing Department
should be mace until submitted for approval through the Chairman to the
Board of Directors.

IVQ

It is assumed, though it is not mandatory under the law, that the coun~
sel of the bank should be elected by the board of cdirectors reporting direct-
ly to
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it as the legal advisor of the Board, and that he be consulted as occasion requires,
by the Chairman se weldl es by the executive officers of the bank. Inasmuch as the
Federal Reserve Board, from time to time, makes rulings on questions of law, or
gives its interpretation of the law, it is obvious that the counsel of each Federal
Reserve bank should work in absolute harmony with the Counsel of the Federal Reserve

Board. .

V.

The Board of Directors of the Federal Reserve Bank will require a Secretary,
to have charge of all its official minutes and records., The position may be elec~
tive by the Board, its incumbent reporting directly to the Board of Directors, or
it may very proper}y be merked with that of Counsel or with that of some member
of the Chairman's staff. The latter method, on the whole, is to be preferred.
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